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Instructions For This Booklet 

The first seven pages contain the narrative sections 
of the booklet which analyze the problems with the Internal 
Revenue Service auditing churches and also the proposed 
remedies to these problems. 

The next section deals with examples of churches who 
have been abused by the Internal Revenue Service to illus
trate the need for legislative reform of Section 7605(c) 
of the Internal Revenue Code. 

Then the remainder of the booklet are resource materials 
for further study of this issue. A table of contents to these 
resource materials is provided behind the tab divider entitled 
Senator Bennett's amendment to 7605(c). 



Internal Revenue Service 
Entanglement With Churches 

Through The Audit Process 
Under Section 7605(c) of The 

Internal Revenue Code 

The purpose of this paper is to discuss the use by the Internal 
Revenue Service of its audit authority and summons power over churches 
in the United States. The basis for the audit authority used by the 
Internal Revenue Service comes from Section 7605(c) of the Internal 
Revenue Code, which was passed as part of the Tax Reform Act of 1969. 
There are many serious Constitutional questions which arise when the 
Internal Revenue Service begins an audit on a church. 

The First Amendment of the Constitution is clear in its prohibi
tion of any hindrance of the free exercise of religion or the promo
tion of the establishment of any religion. It has been the United 
States Government's policy that the least restrictive means for the 
government to interface and interact with churches is to afford them 
a tax-exempt status, thereby fulfilling First Amendment restrictions 
in the Constitution. However, recent Supreme Court decisions broad
ening the meaning of religion to include non-theistic philosophies, 
such as secular humanism, have complicated the whole realm of tax
exempt laws that relate to churches. (See John W. Whitehead, The 
Establishment of The Religion of Secular Humanism and It's First 
Amendment Implications, 10 Texas Tech Law Review 1 (1978)). 

The recent proliferation of all types of religious groups have 
also compounded the problem. With this proliferation of new reli
gious groups have come blatant abuses of the tax laws applicable to 
churches in the United States. The abuse of these laws has heightened 
the government's interest in overseeing and investigating churches, 
a stance contrary to their previous posture of non-involvement. One 
can see from the outset that this is a very sensitive area and one 
which cannot be easily resolved. However, in this paper I will point 
out possible administrative and legislative solutions. 

To provide a brief history of how Section 7605(c) of the Internal 
Revenue Code gave authority to the Internal Revenue Service to audit 
churches, in 1969 the Tax Reform Act was passed, allowing the Internal 
Revenue Service for the first time to tax unrelated business income 
of churches. In other words, if a church were running a shoe factory, 
it would be required to pay income taxes on profits from its shoe 
factory. Along with the authority to extract unrelated business 
income tax, Congress gave the Internal Revenue Service the authority 
to audit churches which are involved in unrelated business income 
activity. (See Section 7605(c) (3) of the Internal Revenue Code, 
enclosed.) 
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£n giving the Internal Revenue Service audit authority of 
churches, Congress placed restrictions on any attempt of the In
ternal Revenue Service to delve into the religious activities of 
these churches. (See Congressional Record, Senator Bennett's 
Amendment to Section 7605(c) of the Code, enclosed). T~e Internal 
Revenue Service was not to look into the religious activities any 
further than necessary to determine that the organization was, in 
fact, a church legitimately practicing its sincerely held religious 
beliefs. The content of those beliefs could not be brought into 
question by the Internal Revenue Service. 

Section 7605(c) is a limitation placed by Congress on the In
ternal Revenue Service which allows the Internal Revenue Service to 
audit the books of account of the church to determine any tax lia
bility for unrelated business income and to check religious beliefs 
only to the extent necessary to determine that it is a church. Sec
tion 7605(c) also requires approval from the Regional Commissioner 
before an audit on a church can take place. 

On the surface it would seem that the above restrictions in the 
Internal Revenue Code would be sufficient to give guidance and con
straint to the Internal Revenue Service in relating to churches. 
However, such is not the case. According to my study and documen
tation, which has spanned a two year period, Internal Revenue Service 
audit procedures have come into ever-increasing practice. Most of 
the time the agents who have conducted audits or who have become in
volved in these procedures have very little knowledge of the nature 
of a church or how it operates and, consequently, they have misunder
stood, misinterpreted and mistreated these churches in their dealings 
with them. 

The Internal Revenue Code regarding churches is not as clear as 
it needs to be in establishing the fact that churches are generically 
distinct and different from other exempt organizations and, therefore, 
should be dealt with accordingly. Most of the provisions of the In
ternal Revenue Code that deal with exempt organizations have certain 
exceptions in them for churches, but there is no comprehensive body 
of law in the Code to deal specifically with churches. They are al
ways dealt with as exceptions to the rule. For instance, Section 
508(c) provides that churches do not need to apply for recognition 
of exempt status in order to be considered qualified for exemption 
under S0l(c) (3). In other words, a church does not file a Form 1023 
but is instantly recognized automatically upon organization. Another 
example: every organization exempt from taxation, except churches, 
is required to file an annual return (990) giving income, receipts 
and disbursements. In conclusion, there are provisions in the Code 
that treat churches differently than other exempt organizations .. 
However, the Code is still not as clear as it needs to be in making 
these distinctions. 

The following is a brief overview of how the Internal Revenue 
Service begins its proceedings against a church. Whether by infor-
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mant information, a referral from a field examination of an indi
vidual by a revenue agent, or by some other means, the Internal 
Revenue Service will initiate proceedings against a church. It 
begins with pre-examination, which consists of written communications 
between the Internal Revenue Service and the church. The regulations 
under 7605(c) and the Internal Revenue Manual 7(10)70 are the two 
sources of procedure and'authority used by the Internal Revenue Ser
vice in this process. This pre-examination process can take up to 
six months and sometimes longer. At the conclusion of the pre
examination stage, the pre-examination agent may then request that 
the Regional Commissioner grant authority for a field examination 
to be conducted on the church. The Regional Commissioner then ap
proves or disapproves the request. 

If he grants authority to do an audit, he will issue a letter 
notifying the church that it will be examined by an Exempt Organi
zations specialist and that it has thirty days before the agent 
will be in contact with it to schedule the dates for the audit. 
At this point the Internal Revenue Service tells the church not 
only to have books of account available, but also minutes, corres
pondence, contributors lists, etc. In other words, every operational 
document of the church must be available. 

These demands raise serious Constitutional questions, parti
cularly at the point of the contributors list and minutes, since 
both involve the Constitutionally protected exercise of religious 
beliefs. Most minutes of a church contain pastoral discussions, 
internal church matters of a religious nature and other such items 
which would obviously fall outside the purview of the Internal 
Revenue Service. 

Once the church is contacted by a field agent, an examination 
is conducted and the subsequent findings are reviewed with the 
exempt status of the church either continued or revoked. (I have 
enclosed a copy of the Internal Revenue Regulations under Section 
7605(c) and also a copy of the Internal Revenue Manual Section 
7(10)70, describing the entire process of auditing a church.) 

One of the most serious problems with the Internal Revenue 
Manual procedures is a recent amendment to the Manual 7(10)70 which 
states that if a church refused to comply and provide information 
under the pre-examination procedures, their exempt status would be 
automatically revoked. This is a punitive and unjust action on the 
part of the Internal Revenue Service. A church does not even have 
to apply to the Internal Revenue Service for exempt status in the 
first place and, even if the Internal Revenue Service starts a 
pre-examination procedure on a church, just because that church 
does not respond to that particular inquiry does not give the 
Internal Revenue Service the right to automatically revoke that 
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church's exempt status. This procedure takes the pressure off 
the Internal Revenue Service to pursue the information requested 
in a dialog with the church and throws the burden of proof back 
on the church, forcing the church to go into court to have its 
exempt status upheld. It is an unjust proceeding. (Please see 
Section 7(10)70 of the Internal Revenue Manual as substantiation 
of this procedure, enclosed). 

I have enclosed a section of examples of churches who have 
gone through or are going through the audit procedures by the 
Internal Revenue Service. Please refer to this section at this 
point in order to acquaint yourself with the types of abuses that 
have occurred, and read these examples before continuing on with 
this paper. 

It seems clear that the only long-term solution to the prob
lems I have described is legislative reform of Section 7605(c). 
I believe that the intent and the basic restrictions in this Section 
are correct. However, the administrative implementation of them 
has not been handled in the same manner as the spirit and intent 
of the law. In other words, Section 7605(c) needs to be amended 
to force the Internal Revenue Service to be more open and more con
cerned with the spirit of 7605(c) thereby, averting a great deal 
of unnecessary church/state tensions in this area. The Internal 
Revenue Service does need the prerogative of looking into church 
situations which may be violations of the tax law. However, the 
manner and spirit with which they approach it should be greatly 
modified from their present stance. I am proposing the following 
amendments to Section 7605(c) which I feel would greatly help to 
reduce the abuses occuring when the Internal Revenue Service deals 
with legitimate churches without significantly hampering the In
ternal Revenue Service's ability to deal with illegitimate churches 
who are, in actuality, violating the tax laws. 

The problem I have described needs to be resolved both adminis
tratively and legislatively. Some of the administrative remedies 
needed are: 

1. The attitude of the Treasury Department and the Internal 
Revenue Service towards churches needs to be totally re
vised. Most government officials dealing with churches 
have only a government perspective of the problem and very 
little understanding of the problem from a church's per
spective. Many of the Internal Revenue Service Exempt 
Organization agents who are dealing with churches under
stand neither the nature of a Christian church nor how it 
operates. If these government officials dealing with 
churches could gain a church perspective of the problems 
posed by the Internal Revenue Service auditing churches, 
then I believe it would temper the Internal Revenue Ser
vice's policy towards churches. 
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1. A special office or position should be established in 
the Treasury Department with the authority to oversee 
the tax policy area involving churches. This would be 
an oversight position and should be manned by someone 
with an understanding of the nature and operation of 
Christian churches so that this person could bring bal
ance to the Internal Revenue Service policies and prac
tices. 

3. The Oversight Subcommittee on the Internal Revenue Service 
in both the United States Senate and House of Represen
tatives should take a more active role in overseeing the 
Internal Revenue Service in the church vs. Internal Revenue 
Service arena. 

The legislative remedy would be the most effective and yield 
the most permanent reforms in this area. Section 7605(c} of the 
Internal Revenue Code should be amended to include the following 
provisions: 

1. At the outset of the pre-examination process (when the 
first letter of pre-examination questions are sent to 
the church} the District Director should be required to: 

a. Specify in detail the legal and/or factual points 
about the church under question by the Internal Rev
enue Service and provide a face to face conference 
in which the church could respond to such questions 
prior to the Regional Commissioner's decision to in
vestigate. (For example, the church is suspected of 
private inurement, which is a violation of 50l(c} (3) 
or the church is suspected of unrelated business in
come tax which it did not report, etc.} This would 
bring greater legal due process for the church because 
it is put on notice as to the problem areas and can 
specifically respond to them. Under the current pro
ceedings, this is not the case and a church is often 
forced to go on for a long period of time without 
really knowing why the Internal Revenue Service has 
instigated this process against them. This process 
would help end the investigation at this point thereby 
averting further government entanglement with the 
church and saving both the church's and the govern
ment's resources for more constructive pursuits. 

The church which I serve as Administrator, Gulf Coast 
Covenant Church, probably would not have had a full 
scale field audit if this last point would have been 
followed. If the District Director had specified the 
facts being questioned and the church had been given 
the opportunity to respond to those questions, the 
matter probably would have been settled, and a full 
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scale field examination would never have occured. 
(Please refer to the example section of "Abuses 
Toward Churches" for further amplification of the 
case on Gulf Coast Covenant Church). 

b. Explain why the audit is being conducted and how 
it got started. 

c. Explain in clear terms to the church the Internal 
Revenue Service's authority to start such a process 
on the church and what procedural steps the Internal 
Revenue Service will take before an on-site audit 
occurs. 

2. Once the first step has taken place, if an investigation 
is authorized by the Regional Commissioner, it would be 
limited to the points raised in the Regional Commissioner's 
pre-audit Letter of Notification. (See Section 534 of the 
Internal Revenue Code as an example of this type statute). 

3. The Internal Revenue Service should be bound to a time con
straint of one calendar year from the date of the first 
pre-examination letter to the date the final determination 
letter regarding the church's exempt status, thus expediting 
the process and eliminating interminable proceedings which 
disrupt the church's normal activities. In other words, 
the Internal Revenue Service would have 365 days from the 
date of the first pre-examination letter to the date of a 
no change letter of exempt status or a thirty day letter 
of revocation of exempt status. This 365 day period would 
encompass the pre-examination procedures, the Regional 
Commissioner authorization, the actual on-site investigation, 
the conclusion on the findings of the audit and the final 
ruling either for or against the church. 

If the ruling is a thirty day letter revoking the church's 
exempt status, then the church can go through the appeals 
process in the Internal Revenue Service and/or into court. 
This 365 day limitation would not apply to such appeals 
processes or court deliberations on a revocation of exemption. 
This time limitation in the law would serve to expedite the 
process and assure that churches get the special adminis
trative treatment from the Internal Revenue Service that 
they Constitutionally deserve. 

4. Some provision would need to be included under Section 
7605(c) which would allow a church to sue the Internal 
Revenue Service to recoup its' legal fees expended defending 
itself against the Internal Revenue Service. The church 
would have to demonstrate in a court of law that the In
ternal Revenue Service violated the law or acted in bad 
faith in its dealings with a church. 
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These are p~oposed remedies which should be included in any 
amendment to 7605(c) of the Internal Revenue Code. The Reagan 
Administration should take immediate steps to curtail the abuse 
of churches by the Internal Revenue Service and it is in the power 
of the Administration to do so. 

I am indebted to the following attorneys for their invaluable 
input, research and suggestions in this area of the law in order 
to remedy this problem: 

.Mr. Bob Liken 

Mr. Michael Ford 

Mr. John Whitehead 

Former Regional Counsel in the Internal 
Revenue Service, Mid-Atlantic Region. 

An attorney whose law practice specializes 
in this area of exempt organizations. 

An attorney who specializes in the Church/ 
State area of law, especially with regard 
to Constitutional issues. 

Most of the legislative proposals presented in this paper origi
nate with these attorneys as a result of their legal research and 
experience. 

I trust this paper will serve to be a catalyst toward the 
solution of this volatile and serious problem. Also, I would be 
interested in any other person's proposals for possible solutions 
to these problems in the relationship of the Internal Revenue 
Service to churches. 

Respectfully Submitted, 

o/}/i/4 ~ 
Mike Coleman, 
May 22, 1981 





Examples of Internal Revenue 
Service Abuses Toward Churches 

It is difficult for us to know how many churches are under
going audits at the present time. The Internal Revenue Service 
wo~ld have a complete record of those activities. We do know, 
however, of several churches; Calvary Temple near Atlanta, GA; 
Christian Liberty Church in Milwaukee, WI; Morningside Baptist 
Church in Texas; Gulf Coast Fellowship in Mobile, AL; The Lord's 
Covenant Church in Scottsdale, AZ; and a church in Chicago, named 
Church of Christian Liberty. I do not know the factual situations 
of each of these churches and in some cases there may be actual 
violations of the tax laws. However, I would like to select two 
of these churches and describe what happened to them to show there 
were unwarranted abuses of a legitimate Christian church. 

Gulf Coast Covenant Church (formerly known as Gulf Coast Fellow
ship) where I am church administrator came under Internal Revenue 
Service pre-examination procedures in March, 1979. Our church was 
formed in 1972 and received an Internal Revenue Service exemption 
letter as a church in March, 1973. As our church grew and estab
lished other churches in other parts of the country, we applied 
for and received group exemption status from the Internal Revenue 
Service in March, 1976. A church is not required to file for 
501(c) (3) status with the Internal Revenue Service but we had 
elected to do so. The pre-examination questions from the Internal 
Revenue Service which we received in March, 1979, came quite un
expectedly. They took us totally by surprise and we had no idea 
of their purpose or their implications. Nor was there any noti
fication provided by the Internal Revenue Service to inform us 
of the reason for the inquiry. We answered their questions to 
the best of our ability and even enclosed a 1978 financial state
ment with our answers to demonstrate to the Internal Revenue Service 
our desire to be open and honest with them. 

Then in June, 1979, we received a second set of questions 
and answered them as well. Finally, in November, 1979, (eight 
months later) we received a letter from the Regional Commissioner, 
Mr. Harold McGuffin, in Atlanta, informing us that the Internal 
Revenue Service intended to do an on-site audit of our church. 
For six months after this date we wrote the Internal Revenue Ser
vice requesting that the church be notified of the specific reasons 
for the audit and what issues were being questioned and what years 
of church business they intended to audit. We were never notified 
of the specific reasons for the audit, nor how the audit would be 
conducted. It was only after six months and three letters that we 
found out they intended to audit the years 1975 through 1979. 
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The auditing agent, Jerry Shaw from the EP/EO Division of 
the Internal Revenue Service in Birmingham, Alabama, scheduled 
April 7th, then April 20th, then May 5th as dates the audit 
would begin. However, all of these dates were subsequently 
changed. As a result of this the schedules of both the church 
and its pastors were severely disrupted. Finally on June 2, 
1980, six months after we were notified that we would be audited, 
the audit started, and lasted five weeks with as many as three 
Internal Revenue Service agents present at one time. 

From July, 1980 until now we have been waiting for the final 
outcome and determination from the Internal Revenue Service. Our 
case is presently in the District Counsel's office in Atlanta 
awaiting final disposition. It has been strongly indicated to us 
that the Internal Revenue Service will uphold our exempt status 
for all five years that were audited and that we will receive a 
"clean bill of health". 

In all of this, we have had to spend over $70,000 in legal 
fees to deal with the Internal Revenue Service allegations and 
investigations. The whole process has taken two years to get 
to the present point of a pending final disposition of the case. 
During that time we have had a Federal Court suit under the Free
dom of Information Act filed which has yielded some very interesting 
information. 

We found that the Internal Revenue Service had in its pos
session stolen internal documents of the church allegedly turned 
in to them by an anonymous informant. The Internal Revenue Ser
vice possessed cancelled checks of the chprch for the years 1975 
and 1976, contribution envelopes from a special church meeting 
held in the fall of 1975, and copies of our financial statements. 
Later, through the court suit, we discovered that apparently some
one had broken into our CPA's offices, stolen copies of the tax 
returns of some of the pastors of the church and turned them in 
to the Internal Revenue Service as well. 

From the Freedom of Information Act documents, it is evident 
that the Internal Revenue Service used this stolen information and 
other information to compile a list of individuals and organizations 
associated with our church with a view to initiate audits on them. 

·we cannot prove this with 100% certainty but the preponderance of 
evidence indicates that the three audits on individuals which were 
conducted were directly a result of the audit on the church. I 
was audited in 1979 after I listed myself as the man to contact on 
the pre-examination answers. Our attorney was audited shortly after 
he filed a power of attorney to represent the church before the In
ternal Revenue Service and then, just recently another administrative 
staff member was audited. The result of all of these three indivi
dual audits was that either there were refunds issued to the audited 
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individuals or a small amount of tax was paid (under $100.00). So, 
it is obvious that none of the staff had been engaged in any illegal 
activity, rendering these personal audits, in my opinion, strictly 
a form of harassment. 

When we had made our first Freedom of Information Act request, 
we were not even notified at the time that they had any of our 
stolen internal documents. It was only five days before the audit 
actually started that the confiscated internal documents were re
turned to us. On numerous occasions the Internal Revenue Service 
violated any faith or confidence that we had had in them by their 
behavior toward us. They treated us with disrespect for the prob
lems their procedures were causing for our church, they had no 
sensitivity toward the scheduling problems some of their proceedings 
posed. In addition they have subjected us to the strain of continuing 
for two years under the specter of an audit with the possible revo
cation of church exemption and the prospect of long court fights 
ensuing as a result. They have compounded that strain by their neg
ligence in bringing the case to a conclusion when it is fully in 
their power to immediately do so. 

We know that the Internal Revenue Service has violated its 
policy norms in the audit of our church because one of our four 
attorneys is the former Regional Counsel for the Internal Revenue 
Service in the Mid-Atlantic Region, Mr. Bob Liken. Mr. Liken re
tired in the early part of 1980 and began to work with various 
church and tax exempt organizations regarding their tax problems. 
When he came into our case he was appalled at the way the Internal 
Revenue Service had treated us, so much so that he wrote a personal 
letter to Mr. Harold McGuffin, the Regional Commissioner, telling 
him he had better investigate the manner in which our audit had been 
conducted. So, we have ample reason to believe there have been num
erous violations of the law in the way our case has been handled. 

The documents that were stolen and turned in to the Internal 
Revenue Service were presented in such a way that any reasonable 
Internal Revenue Service agent would want to investigate what our 
church was doing because the evidence was slanted very much against 
us. We do not object to the fact that the Internal Revenue Service 
inquired. What we object to is that even when we offered to fly to 
their office at our expense to sit down face to face and explain 
or answer any questions they had, they have refused to grant us 
that right. Much of what has taken place could have been avoided 
if they had been candid in specifing their concerns in the beginning, 
allowing us to answer them. Because we are a legitimate Christian 
church, our position would have been then and has always been to 
function in honesty with them. 
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Even though we may come out with our exempt status intact, 
these proceedings have had an extremely deleterious effect upon 
all of us who have been involved in them o We believe that the 
cumulative effect of all we have described above is an infringement 
on our Constitutional rights as a church and has served, by the 
sheer length of the inquiry alone, to punish and deter our church 
from its Constitutionally promised pursuit of religious freedom. 

The second church that I will list as an example is the 
Christian Liberty Church in Milwaukee, Wisconsin. This church 
came under pre-examination questions also. The church, based on 
counsel from its attorneys, told the Internal Revenue Service it 
would cooperate, except that some of the information requested 
would not be provided to the Internal Revenue Service, particularly 
the church minutes and its contributors list. The reason for these 
exclusions was that the church minutes reflected many religious 
matters that the Internal Revenue Service had no legal right to 
see and that tithing to a church was essentially a religious act, 
thereby making contributor information exempt from any Internal 
Revenue Service inquiry. 

This church was then subjected to such injustices as Internal 
Revenue Service agents walking through their premises, visiting at 
church services as an act of surveillance, and ultimately issuing 
a summons for all the documents that the church possessed. The 
enclosed guestionaire directed toward this church shows the scope 
of the Internal Revenue Service summons, including books of account, 
contributors list, minutes, correspondence, etc. The Internal 
Revenue Service infonned this church that the basic issue was that 
they needed all of the above information to determine that it was, 
in fact, a church and thus exempt under SOl(c) (3). 

In an attempt to demonstrate their willingness to cooperate 
except for the specified exclusions, the church showed the agents 
a financial statement, church documents related to religious 
beliefs, such as creeds, etc. and even offered to show the agents 
contributors cards with amounts contributed by individuals with
out disclosing the identity of the contributors. The response 
of the Internal Revenue Service to these gestures was that the 
information being offered was insufficient to determine if they 
were a church and the Internal Revenue Service enforced the summons 
by taking the church to court. 

The Federal District Judge ruled that the church had been 
reasonable in providing sufficient information to the Internal 
Revenue Service in order to document that it was a legitimate 
Christian church and he ruled that the summons would not be en
forced against the church. The Internal Revenue Service appealed 
this case to the Seventh Circuit Court of Appeals and it is pre
sently awaiting a hearing before that court. This Christian Liberty 
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Church has a very small membership and is not able to bear up 
under all of the attorneys' fees created by such proceedings, 
not to mention their interference with regular church activities 
nor the mental anguish that comes with such proceedings. 

I have also enclosed questions that were asked of Calvary 
Temple in Atlanta, GA; and Morningside Baptist Church in Texas. 
Again, to illustrate the type of questions that are being asked 
in pre-examination procedures. 

I trust that these examples will serve to illustrate the 
intense need for legislative reform. 





TABLE OF CONTENTS 
for 

RESOURCE MATERIALS 

TITLE PAGE 

Congressional Record (Senate) December 6, 1969 
Statement by Senator Bennett .•.....•...•.•.•.........• 1, 2 

Excerpt from the Internal Revenue Code 
"Restriction on Examination of Churches" .•••.•...••••• 3 

Excerpt from the Internal Revenue Code Regulations .... 4, 5 

Excerpt from the Internal Revenue Manual •...••..••..•• 6 - 31 

Internal Revenue Service Letter & Questions to 
Morningside Baptist Church......... . • . • . • • • • • . • . . . . . . • 32 

Internal Revenue Service Questions to Christian 
Liberty Church........................................ 33, 34 

Internal Revenue Service Questions to Calvary 
Temple................................................ 35, 36, 37 

First Letter requesting Answers to Questions, From 
the I.R.S. to Gulf Coast Fellowship ................... 38 

First Set of Questions From The I.R.S. to Gulf Coast 
Fellow ship. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 0 

Second Letter Requesting Information From The Internal 
Revenue Service to Gulf Coast Fellowship .•.•.......... 41 

Second Set of Questions From The Internal Revenue 
Service to Gulf Coast Fellowship ...•.•.•...•.•.•...••• 42, 43 

Letter Informing Gulf Coast Fellowship of Audit .•..•.. 44 



1. -. ... 
I 

37482 CONGRESSIONAL RECORD-SENATE December 6, 1961 
':'(', 

• of expulr.nc:e wltb the dl.lUncUon be-
twttn a. c:uualty lou &nd one wh1c.b II 
nol corwdtred, for t•o P\1rPO-'e&. a cu
U&Jt:, 1QI&. becauae It did nol h&Ppen 
1uddenlJ enouih. That I.a wh, Jt 11 lm
p::>i'l!I.Ilt io havl! the word "~e" wru ... 
&.en into the Fin&nre Com.mitt.toe bUI. 
That a wbat .,.e have done, by ~e pend
ln& ~tlll1:neot u mod.tl\ed, ao Uiot, u 
ln the eum::>;e o! t.he Se.:atDr tram Oeor
a:a. 1! !,here • ·t!re a Jou . from d.Lsca~. In 
a dalry bt.rd a.mountins c.o ~.000, our 
a.mcnd.alent v.·lll prot.ect that a.nd wW 
~rmJt. 1.D add1U= to that. ~o.ooo of 
farm !(NIii il I.here 11 one . SO I t.hink we 
h&Ye CO'\'ered l.l'le c&su&lty and diaoeue 
prob:emJ the Senat.or from Oeor11a 

. pointed OUL 

Mr. COOPER. Mr. Presldmt. will the 
Sen&tor Yit'id? May I a.sic the Chair how 
muc!l t1me the &na.tor hu Jett? 

Tbe PRE.SIDING OFFICER. The 
Senator from Lou.ili&na bAa 8 mmw.ea 
:rema.1.tlmi. 

Mr. COOPER. May I b..ave 3 minute,7 
Mr. LONG. I Tie!d 3 minutel to the 

Sena.tor from Jrentuclcy. 
Kr. COOP!:R. Mr. Prft.Jdent, u &n&

t.ora k..now, my State of Kentucky, 1.mon1 
o\berl, ii elll'a.aed In the brttdi~ of 
bo1"5e6-th.::roughbred! !or racinr. saddle 
ho~. show horses. and other regatered 

_ purebred horses. I had thouaht Ule pro
v1'10oa that were a.gTttd to in t.be com
mittee were a.n improvement over t.he 
How.e bW, and tbAt while theJ ma1 
preaen\ t.be horae lndu.strJ with 10me 
dJ.mcultJ they would not be puruttve or 
deatruc:~ve or the indlll,try, u would t.he 
amendment.a offered todaJ. 

Kentucky .Ls tnown tllrouihout &be 
eountrJ &nd tbrourhout tbe W'Orld for the 
breedJ.nr &Dd tra.lnini of t.bort>Uihbre-d 
racinl horses. ot trotttnr &nd paetns 
h&rne" racehorses, or U-.ree-p.lted and 
~ve--p;a.ited &addle horses-1nclUd1n1. I 
z:nay PY, T enneSoee v. al..k.in& horae.-&nd 
other reiistered horses tor &how and 
plf:a.sure. 

There are Dow about 8 million bon;es 
1n the Un.l~d St&tes. Approximate!, 1.2 
m.W.iOll a.re rei".stered bor&e&--more th&.rl 
double tbe n1.r.ber a de-cade f.i~ver 
800,000 recrH Jcal and o.-er f00,000 
oon-.men:i&l h~~- BN!-edinc, traininl'. 
abo~. and racillr bol"IU are II Jf'(1U
nu.t.e bual.nesa. It II a busi.n~ 1n whlch 
hW1c1redl of mllllona o! dollar1 have been 
in...est.ed. U provide, • Iuae 't'Olume or 
tAxu \0 our country And to Ill7 State &nd 

_ prov1du wide rmplonnmt. -
In hu tat1moQ1' betore t.be c:om.mUt.ee, 

Oov. Louie B. Nunn estim1.t.ed that the 
horse lnd~ "S"U responsible for b&1l 

, ~ t.ou.rist bu.si.oess which b:,,ught 1-43 
.. millloc 1n c11rect tue11 t.o Kmtucb, &nd 

th&t nat1onaJJy breed1nr. traJrJnr. &Dd 
&howinr bonea provide, 150,000 fuU-t.lme 
job&. 0t eoune. t.be bwiin~ rec;ulres 
~Ddoi.e 1.DvestmeDt by 1.odhidU&ll 
m;s,..ed 1n It . One never b:lon .-helher 
the wort ct l year w1II be succesaJ'ul.· 
ActU&ll.1. ~~ la 1. c,cle of at leut S 
conaecuUft Ye&ra from the tune bree-d
~ atoc;k la !lurch~ u.ct.i.\ I.he otf~rin&' 
nee &nd I.he resu.Jt.a or t.bat brttdu11 a.re 
moWD &lld Proved. It t, a bui.ineu 11,ith 
•ub6t.u>t:1&l nat., b7 a., nature otun 1n
YOI V1..t11 In TNtzn en t ""'er ma.n 7 :,, ea.rs M • 
fore that 'IPOrt la fTIVUdtd 1'1t.h IUCCMI , 

. 1 truit t.o C8.ll t.o t.be att.eatic.n o! the 

. ' 

Ben.ate the ch&raet.er and lmpoi-t&Dce ot 
t.tw b1W.Ueu to JteoD tucb and other 
Stat.ea. In m,y opl.nlon. the pendina 
amendment would dutroJ that lnduatr,', 
u would Uu a.mendment propae~ be· 
fore 1l, "'h.lch the Srnat.t reJe-ct.ed I Lhinlc. 
the cow.mittee a.mendmrnt.a. on the other 
band, 9-'Ul at Jell.St rive lhe lndustn • 
chance. I hope that Ult Mlller-Met.c&U 
amendmwt 'll"ill be reJKUd. • 

Mr. LONG . Mr. President, I yield back 
the rem11.i::::der of !IlJ' ~e. 

The PRLSIDING OP'FIC'ER. All re• 
mainl.ni t.me h:i.a bttn }'lelded back. Tbe 
yeu a.nd nay5 h&ve been ordtred, &Dd 
the clerk 11o'ill call the roll. 

The leiislat.ive clerk proce-eded to e&1l 
the roll . 

M.r. PELL rwhen hi! =e W&Ji ea.lled). 
Mr. Prealdent. c.n :.hia vot.e I have a pa.ir 
wlt.h t.he Sen&:.or trom Lou~ <Mr. 
E1.1.v,0u. >. It he -were p~nt &nd vot
!ni, he woilld vote "nay." 11 I were 1.t Ub
ert, to vote. I 'll.'Ould vot.e "'yea." There
fore, I wli.hhold my vote. 

The rolle&ll wu concluded. 

{Ko. 183 ...... ) 
TV.5--H -~ l.'bul'Cll 

Dadd 
... 1.1a11 
OO<JdaU 
(Jore 
Onllln 
Ila.ma 
JI.ere 
Ila~ 
KetAe.ld 

l'l'llltA• 
llw>ur• 
J.,.bocl 
Jl•Q.l).Of 
t.1&'1lu.aoll 
lol&n.aft~14 
llllaUll#J 
McOn 
"'"°"••ru Metcalf 
Mlller 

~ATS--'7 
Allea. boa tla.zid 
Allon lt!'TID 
II._. hunUI 
a.nmo11 ,._. 
~nn•'' O.:r.iey 
'Blble !!:&Gan 
.Bapta Bo,tland 
Sroou Bo!J.J.Dp 
ll'J'1"d. VL !i.nau 
Byrd, W. Va. J..-11.a 
c:... Jordan. N.c. 
Caopar Jo~ ~o 
Cott.cu Lon. 
CUrt.la McCt..rthr 
Dole Mclz,lyn 
~lelt Xo.aio,-. 

Koada.l• 
Mo. 
Ml,IMJe 
Putcre 
Pro.azura 
a111taclf 
kb•1t1ter 
WUUaae,o.t., 
Tou.a1. H.~ 
ToW>&. Olllo 

PackW'OOd 
P•l'k'a 
.Pe,q 
PnNty 
R&ndol~ 
Bcon 
&n.1th.Ma1De 
15pa.rtm.ua 
Spozi" 
S~aa 
~p 
'nlwmond 
Totrer 
T)-dUil!II 
Wll.ll.au\A. 11.3. 

PllESl:NT AND OTV!NO L."Vll PAIRS, 
.&.!S PRE\-"IOU~LY a&CORDED-2 

Mr. NELSON Catt.er bavinr voted in NelAOD, tor. 
t.he a.tnrmat1ve). Mr. ~Jde::it, on t2u. Pall, for. 
vote I have a J)ILlr W'lth the Senator from NOT VOTINO-lll 
C&l1!orn.la (Mr. CU..'ISTONI . I! he were Alken l"wbhghl 
pre6ei::t and v.otinr, he ll'Ou.ld vot.e "na1." .A.Dc1e1'1101l - Ooldwat.U 
U l were at liberty t.o \'OU! _ I would vote l!l:lyl:l Orattl 
•·1ee.." Therefore, I withdrr. w ll1Y vote. g:::°ri :'.;;1;!1an 

Mr. KENNEDY. f a.nnou.nc.e t.h&t the crn . .rtou Murphy 
Sen&t.or from New Me.x.leo (Mr. AN0u- El.lall.d.u' a-......u 
SOJrl, the Senator from C&ll!omiA <Kr. · So the t.rnetldment, 

!laxbc 
Sn" Lh. Ill. 
S~anla 
S~a 
TIU'tooro~ 

CuxsT011>, the Senator from Lou.iA!ana ~i.@ll~f!!!~ 
(Mr. EUDn>U), tbe Sella.tor from Arie- .. - esid t I d 
ansa.s <Mr. P'tn.lltlc.JIT). the Senator from r. BENNETT. Mr. Pr en • sen 

the d.e,.& two amend.r:nenta wtw:h &re 
Alulc.a <Mr. Oa.wu.> • the Se!l&t.or !rom numbered A and B and &!It tbat t.heJ be 
Ark.DSM ( Mr. M cC't.l:t.LAlt') , the Sena tor In th t, d 
•rom ~:--~ <Mr. Russn1.> • the Secator cona1dered separw.1.ely • or er. • ·•- r au unan.J.mow oon.sent th&& r-KdinC 
from Mlsslaalppl <.Mr. Sn>Ol'tsl. the Sen- of the amendment.a be dl.5pensed with. 
ator !rem Miaourl (Mr. 5Tl'1."IGTO!() and The PRESIDING OFYicm. W1tb0ut. 
t.he Senator from Texu <Mr. Y.u101- objec:tk>D. 1, 1s 10 ordered. Tile amend-
O't'C:H 1 &re necesS&rtl:, absent. _,, ,_ th R 

I !urther announce that the Senator ment.a .. .,,J be priDt.ed ...._. e zcou. 
The a.mendmenta ordered ta be 

from L"ld!a.na <Mr. B•TB> I.Ad the Sena- u 
tor from Nevada. <Mr. CAJO'iOPI) are al>- printed ln the Rrc:011D are a.a !o owa: 
leD t on o!!lcia.l bw.ineu. . On pas• l '8. Ll~er 11..D• 111, 1..11.Rrt Ui• 

toUOY1.llr: 
On thl.5 vote. t.be Senator tram In- -ch) CJZT..x,. h.Ioa Tu:., • .u Tu.u.-:tn U>.• 

diana (Mr. B4Y1l) la pa.ired _,Ith the - of • .....i.ar usera auocia.tlOD wtuch 1a 
Serut.t.or from Arkan.aa <Mr. P'ul.1uc:.m), orpz!laed \o o~te • ....,1-.m&t1011 proJecl of 
U pre&enL. and Votin&, the Senator fram ~ Bureau ot. Bac:.am&"Oll. Departmcn& of 
Indiana would YOU "yea," &nd the ~-. Ul• ID~l"'IOl', Mid ,rl:lJc.h la • me.mbe'5h1$1 or
ator from Arlcansu woUld vof,e ""D,ay." ~ (LC.!AtlOD deK!'l~d Lt: IKtlOD l'TT al tbe ID-

On th.ii vote, the Senator from Mia·· ~ .R.neDue Code of 19M (A& ~ded 11, 
50ur1 (Mr. STvniGTOlt) la p&lre-d W!Ul the 11Ubaect1OD (b) (3)), DO chdw:tlOC anrtbuS
Sena.tor !rom Mls&l.61p..,. (Mt. ST'D'WIB>. able to rurn11htnc ..-,!CH. ,oo48,, ow ot.tier 

.,. ,- af r&.lue to me:m~n &hAll be ctell.iecl ror 

.,;! 

II pre&f'nt a.nd vot1nr, the SeDJ1t.or from azi,- au.bl• TMl l>eCUllWl.& ll6tOT'8 J■-11-vatY 1. . , 
Mi&&ow-0 woUld vote "f'l'a," and the Sen- 1971

0
• - • , _ - • . - • • ~- • 

11tor fro--n MiKasipp{ -ould ,ote .. DU... 011. p&Ce 14,1, uia 1, sira. ou1 the quo~ _,_. 
Mr. GRIFFIN. I anDounee U-.at the u011. mu& ue1 adcl: .. , •. · ~ · , 

Senator !rom Kentuc.ty CMr. CooJt), the N 'No inmtn•tJon rit Ui• rell&Joua e.ctM- ~ 
Senator from Calltomia <Mr. MtrlU'Jl'T); ti• at •uc:h PA or,e.nis.u011 an&1l :ie made ·< .-• ..,,; 
the Sena.tor from OhJo illtr. Su,1), and _ uce;,t t,o Uie ert.eDt neceua.ry so det.-MDm• -,,; : 
the Senator from .Dllnoil <Mr. SMITB) •t>•Ulff •uch or1a..c.1UU011. LI • e21=.1a or• 1--:.· 
are necess&rily &baent. · • oonnnuan or &MOCiatlotl of chureh•. ud 
-.9 Seca•~r from Ariz.oil& <Mr. OoLD• co eumm■tiou of r.b• boOu ot a.:.,c,w:1t at 
"""" ..., euc..ll u ~on a!IAJI be a:.ade ,;>CJa~ 

WAn1.) II a.b.sent on o~cl.a.l bU!IIleu.. th&n kl t.be e:EUllt 0 ~ 1.0 d~~ ui~: 
The Sena;.or from SouL~ Dakota <Mr.' e.moUJlt. oc t.u i.m~ 1>7 tiua urJa.: _ -

MtnrPT > i, a.b&ent ~use ot illDear. · rd 
The Senator from Vumoot (Mr. Mr BENNrI'T. Mr. Pre~::l~nt. le O er 

Alxu> II det.ained on omcl&I bus.lnea tD to UDde:-st.and th.Li! ameodmmt. It 1, 
atlend t.be !Wlrral of a tr1e:nd. · necH~ 'bT1tlb ~ renew bow the t,uio 

rt pre,-ent a.nd ,·ot1n,, the Sen&tor rrom provulon ca.oe M> be 1nc.lude-d 1D &be 
Kelltu.cQ <Mr. Coo&). the Sena Lor from Ser..at. •eralon ot the Tu ~orm Act. 
ArlaooDa 'Mr. OoLDWA'tll), and the Sen• Ba.ck ln 1911, Cong-re• · ea:emp~ 
at.or from California <Mr . .Mtru-rr) - •mutual 41tcb or 1rrt1aUon conp&nlea 
would each ,ote ".na1.· from lneame ~x where-tbelr 1.Dcorne was 

The reault wu announce'd-7eu 1%. •aolely'' from membtts. mt1mawlr be~ 
na,1 47, u !ollow1: cau.,e rionmembeu had occ&SM)n ~ -~.'!~ -... , 
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}ec-cmuc,· (;, 1 VU!! CONGRLSSJONAL IU:.COJll>- Sf.NATf 

Uw ,utc·r and rcl11Lrd 1:.icililit>,• uf lhr~ 
01~11.niutionb, Conl,!n!'.~ lain 111odcn.1ted 
U,P "f.o)rly'· 1.r~t w alJ011· exPmPtiOll 
• ·hrie nonmrm!Jrr income \1.8~ "mrl
dtntnl'' to the- opc~:ition o! 1hf c:omµ11nr. 
lhf\1 1.••. Wht'II' n{IL moi< thHll 15 JIC'!Ct·llt 
of thf O)J;:,, )i;~:.llc:, ·~ !!)C« J't\'rll\J(:5 
r11mr· !roll: llO!,I) :PIT. bu .sou In·~ El'C'lll \J• 
otllY , t .. ·(...i\JS( c,f \)\( flf,)( ri,I ll('f•r! for 
,.-111-er d1·\t ·; c,µrr11·:11 11r,d ini;.itir)Jl man~· 
of thr-r 0' ~BlllZ.0\1(' ll' (';!Jl:C to b\J})J)l~
fi( •r\'icn. tr r,c,:;~:irmbC'rf lll t•xr-r~! of l 5 
vrrrent of thc·:r ~re»;. 111co11w Co:i~t ·• 
11urntl~·. th<•1· Jo,1 tllrir tr>x-1-xr-mpl 
,;t111u~. 

V.'llH1 t.ht-~· )r,~1 t};j< \:,~:-0.l'Tr.pt l'l:tlu<, 
tht· lnterr.,.l Rr1·enur Srn ice tool; th.? 
post11011 t.hlil s'.llCl' the 01:;llnli~tim1·1; 
bash oprrfltJCJ,, CJ! stllrng water rl::llt.~ to 
il, member~ WH~ not i:111'JH1l'd to be a 
prof.t:1H,km!! vr::ture. the expPnM'!- 111-
currr-ci in suppJ~•in;.· Will<'!" w members 
v,Prt not ordinnry nnd nPrP.,s:ir, bu1,;11c-.,.~ 

e;i.pen:;c.s 11nrl coulrl 1101 lw d,·rlucu·d in 
fXCt.'55 of lilr fln)O\llll of illCOlll(' rrrc-ivN! 
from mrml.H:r.s. 11 hnd won .~imilar c11s1•s 
In !'-ituntiom wlKH the- corµc-ratlom 11l• 
volvrd were not 1.a»-rxrmpt or non-profit 
Ol'i'.&..nlzo U0m--J11 I cnir.tilllznl Trurfi1111 
C<•. v. Crm;n;i;;sionn. 2, F. :.!J ~'7E. 11nd 
,4111r.rico11 Prcpnt1r., J11t·. , . CCJ111111is
,ionr1, :IC2 F. 2d 150. ln a rec!'nt casP
,4nol1ri111 V11io1, Wafr•r Coi11pr.1;11 , .. Co111-
mis~io11cr, 321 F . 2d 2~3. C.A. 9th, l9u3. 
11,hlch reversed 35 •r.c l Oi:.l-thr circuiL 
court dislli:reed v.·1t.t1 lhr P05ition of Lhe 
Commissioner and held \.hat the c"
prnditure~ made by the comp11ny t.o 
supply water w 1~ members 'IHrl' "ordi
nary llnd n ... ces.~11ry" becausr th1., acth·
itJ did comtitu1 ◄' thf> Cflr:•:,-in!! on of 11 
tr11cle or bu~inr~'-- Tile Commi.-;.•.1onrr h11s 
not 11cquiescrd in th<' rourt ·~ drc-!~!011 and 
ha~ continued to tnl;e tllt· PD~,lliOll thlll 

t.he cx:,e1~•:-f a: c not dC'durUliJt. TJ1err 
has betn sub!-PQ\Jfll! lni~ation ann two 
c:1$c>~ arr- no\\ bein~ con~idcrcd on 
appcal-.Bcr.r V{l//(')I /1111!1<1:l Waler 

• Colllpc.r.:u, 283 f. Supp. 9~~ •l!JG~•--on 
apµc·nl, C.l1. 91.t1 : Sew A11to111c, \.\'lltn 
ComJ)Cl71J). 285 F SU))}).·::~; tl96P. 1. on 
appelll. C.A. 9Lh . Tliere j~ al:,o one· Cl1SC 
J>t·ndim· in Lht- Tax Coui·t 1i1d 1rno1.hcr 
ii; t.lle Di~t.nrt Cc,un ln Okl11lwnrn. 

The S-::11a t.e bill adds t! llt'W Sl'r.1 ion 
1,() thr l11lClT,al Hl'\'CDUC' Codc-.st•ction 
:Z7i-wl::rh v.·ould codify tht position 
t,11:en b:. the Commhsioncr of Internal 
Rr ,cnur. The prol'i~ic,n woulc1 not lie
come rnrrtin· until J:mu:n:, l. 19il. 
)I:,- nmr11dml·nt wuultl JlOt cl111n,·t· ,1 hll I 
.I.! now contidned in tilt bill . 

Wh:it It '1."0llld du. '1.·ould br lu ~llow 
,,,.,tci· u .,rr.!- M~c,c:;:itll•:1, or~· .• 1:1,.t·J tCJ 
opn:..1,· nd:im:,1:,J:1 l••••Jt'C't• c,f tlir· 
Burrau c,r k1·ci:..mnuuii ol tl1t• D,.·pi,?·t
ment of tl,r lntl'lJCJr t,, tin;u.-1 :,!! c,
pr1:~r~ inru, > ~d il) ~ur·i~h lJJ;_ .-..t·r,·jc-l· ..... 1: ,d 
brnrf1l, IL> Llil'Jr nH"n :br·,, Ill' tn 1 llf· dl1·•·
t11, '1~,tc of thr ri-r,, i -. ,n m ti;, s, ;;f,1t· 

biH ln c.:h<..; \1 o,r, ... , tJ!· 11 , !1) J, .\, ~u _\ l. 
J97l . the FXl>C'llM·• 11. ouid I.Jt 11c·.1\1·li lll 
arco1d .,1,r,· wl:l. th, · r,L•111n1\ t:d,r·11 t"· 
Lhc · 1:1~psi~1·1r- a11d :q, 1llt1'.,·,~ b~· ll1, · ft,'1 1 ,, 

Jll tllC' ,t,1::•llt"lll, 1·:1.'f•. J 1t•n1 ,l;•.:,u:,n l. 
l~il. Ci)) . thr pc,:tJ()I) f'\ ♦ •J••,,c·<l 1J1 tiH· 

C{lmmitt"r l,111 wCJuld :,i,ph 
J lliinl. tb1.~ nm(':1d1111·111 i• J.111 11nd 

1t111~il.,)( ln ll1:.1 11 "t!i:iri dim11::,1r f11:
thtr J1~: .· :ilh1,, :1nd \.lr:v1 · J/,,;IJI\ (1,, :·11· 
pc.,;1;: U . i!

1 
1:,4 p1u·. 1 ,t,,l (uJ1i.:1iJw1! Ill 

t)1r Jc!: .: 1 · ~ .! l,1 ·c1 -:,a· ,, '. ,1·i :, 1: ·,, 

Mr. Prr:.idrnt. al110 al U,i~ time J 
•·1.1wd llkr lo en(:ll#e u~ rhnirm1111 ol 
I.he commlLLf't In I brief CO!IOQU\'. 

Durill!! tl1':' r,u•cutil·e M'Jt.~lnn in thr 
Committcr nn J-'mantt, I rai,.rcl i. QUr\
lion 11~ W ¥:li,·thri &.11~ dft'C'lilr rl:tlt' or 
Lhc Jnr0111r n, n11~·i1w nmrndnwnl con
talm·d in the ;;,z1i II oul<i 1111111.1· "11r uo~rt 
1hr fl1ectn·f d;,tr· Ri,JPTCJll'd h~- Cu11~11·!'-~ 
v.-hrn It t'11a,trr1 11w ll1co:i,,· 11·.-p1:,~i11•: 
.PTO\ isi1.1n ill ) i'H. 

I ~-n~ rr,ncrnlt'd tlJ:11 J<11 in1l11"idunl 
who had cu.:u:·(•rl ii: 11 k•11i:-t<'rm t·m
plc,~·mrnt rontrnct pri◊1 Le> !hf' 1!•1:4 art 
miµllt lnncln·nen1 I, h, · dcnic•d t ht loiw
term sprc:1d j.)(·rm1111·d unrlr: tlir prf',. 
fllt 19(;~ J:,w v:itlJ fl'<!lt·Ct lO H }':r)·mrut 
he rec:li1·e:; altc1 tJ,1s t:ix 1·cforn, bill l>e
comt-~ oµer11tl\'f. l .,.t,, Jis.<ure·d 111 cum
mlllt't' that Lhe situ:.tion l c1t·~t1 ilJrd 
•·ould not be afle<'teu I.,)· Lhr t.11>- rrlorm 
leal.slRLion and that Jill indi,•irlual whr, 
hi;d en1b~rkcd befm,· l!•G-1 m: 11 ln1, -- -tC'1 l'l 

t•mpluynwnt. r:ould :in·rsi:'.I' Liu· i,,,.01111· 
l1c n•cc·11·cd ft om lhnt rmplo)·111,•nt onT 
t.hc pel'iod the 1-t·rvicc~ "'·en· 1n1rl1 , qJ 
ll wa~ my undcr~tnndmu ll1l· c·ommntt•t· 
tr;>ort would I.it' cl11rifiNl on llli., rn,ill<'J. 

Un!orrnnn tt>ly. lhr exµlann 1 inn l r>-
pected I.O i;ee in lhe commlttrt' rcpu1l 
is noL l11eTt'. and so l am directint: this 
UlQUi~· t.o t.hc chairman of the t·r1mm11-
tec: Doe.~ t.hP ener.Uvr d:it.c· of U1l· i11com,· 
a vera(!ing pro,·i!';ion ai,pJy hi ttn~· •·:i~· 
i.o rei,tilct t.he 1pplicnt1on of lhe s11,•i11;:, 
clauSf' contai.nrd i.11 l,h(' ori(!in11l incomr 
.averai:in:: provision ln 1964~ 

Mr. l.ONG. No. lt docs DOI. Thi· ent•c
tlve date of thr Ui:>. reform art dot'!'; not 
limit thf oper11tlOJl of the savinc~ ClllU!-t' 

contnillt'U ill \.hr 1964 IICI. All inrlividual 
'11.'llo bt·,a11 an cmploymr1ll 11ncir1 Lhr 
.Sll\"lllP~ clRUSP rould !(till 1·rpor1 hi!' in
come undrr 1h01. i<1wini.-1; r.h111~,- 1·\1·11 
thoui:h lie rereh·r~ lt after Ult' l!lli!l t:i." 
rrlorm bill 110t·., into effect. 

A'· 1.llf Srnal.Or Imo,.. s, Ult' <"omn1ittrr· 
rt>port "a, p11•pJ1rl'd "-'Ith con~ickn1bl!• 
ha~te. l rq:rn thrit tl1P lani::ua:.:r v.(' h11cl 
lmrnoro to incluuc· In thE' Tl'))f)Tl i,.. nn1 
tlicrr. 

Mr. BEl\'r-:ErT ] l't'C'O'.:hil.l' tl,at thi• 
is R romplt'te i11ndn'rlt'J1Ct' . l npprecl-
11tc- thr willill~ll~~ 01 Lhf' ch11irm1m lo 
~~rni::htcu thr mattt, 011! nn thr flor,r _ 

l1 i~ 11:y u11dc::~ta11d1n;.,. ni; J am surr 
the c:hairmn11 "-ill confirm . LhHI 1hr t\lo 
.inlC'lldm~nL, l l1.n·r ot:t'1Td 11rt· so l!m
it-C'd ll1 ll.ttUJ'f that 1hf' rh:limin11 i~ "1"ill
in~ to :1crt·p1 1111·?:1 ,nid l11k,· Uwm Ln 
C-l•llft'J'(;J1Cr . 

Tiu · hr~! :l!l1l·ndr11t·n1 rcfr,-,.. to 1hr 
pro!Jlc'm of ll ,n,tt"l ll"c>J ·~ 1,,,,octn1l011 
oi ;.:;m:~.rt'. to oprrnte a rf'rl11m:ition vm.1-
cct u1 1 Jir Durrau of Rrclam:ition i. lllcl! 
h :i mc·mbr·r~h\p c,r;::mi;.'ltion 1h•,rril><'d 
in ,-.t·< LH•Jl ::-;7 ol 1hr ]n11•nwl J/1•1·1·1111r 
('pu1· l·J ]!');,~ 

Untie: tlla1 rou«-. i11 pn,\"icliJ1,· lhu,t· 
l,(iTI(, ., If mCJn' IJ111n 15 p1•JCC'IJI (•I till' 
"-dn u,..r·r, \ll'lt' 1101 mrmtwr• nf "" 
,,. ''JLLdh,11. it )0· "~- ,1, l:1x ,•;.,c1nptiun. 

Mi . r'1t• .,ir1l·J11. ill \.l)I J1Ullll~l {t,lJl.,l" ur 
ti.• n11, ml,,,,: ol u 11tPllht·1 11f lhc,r p1·cq
t·, 1• 1h1• llllllilw1 Ii." c.-r11t 1111 ;tl,><l\' t' 

J!, l" 1, ,-n1 And \l;:,t m111k1 1• l.>r111~ 
)II IC 1111•,i 

'l i;,· 1•u1J>n,1• c,l Ll,1· 1rn,r11rlt11r1,I 1, lo 
ni;it., ,'-UH Lh~t l1t> d,·durlht11 ... htt,,1,
..:1,,: , i• lti Juiu.h,l;i;,r a-t·J\Jl°l..~. todd· or 
r11; _\ t.fh1·: >1r1n"- (1! ,·;tJ•.: t ,,, n , , '• . lu·I 1,. 

1111:1!1 ~- u~·111cd fur &&,;, u,>i.al>h' :i,·<';1r11 
bt-i:hmm~ btlorE' J1nu11 ry J. 1117 J 

Tl 1h ¥,ill Ix· thr ma tllT ill t:1.mferc-1,cr 
'l\'hri-f ll Call bt d1i,c:u•srd c11rrlulh J 
thilll; It I~ .'-0 CUIIIJJliCH1{'(1 ll,at it a,hu~ld 
,,,., b•· cid;a t••t: 1,11 tf>t' f\c,r,i 1.1! 111._. Srn,.tc 

}.1, 1.-f:)!'1:(i .M: Pa,1dflll . I h:,1e ~1~-
1·u,~l·tl Uu, m .. u,,, with t.Lp memln'n ur 
lllf' ,-1:i:; 1 ,.,.,. 110 ol . .1<·ction tu H I t,i.n~ 
11 1 ,0 clr,r:11•,.,ci 11 1•. Hii oll:n mrm~rs or 
Ill•· •·01r, •:.!1 I••· :,;•i 1i11 :,~ l kno•,•:. Lhr1·t l~ 
1w uu.,,-r;,,,, lo 11,,, .iJr.t·Jlclm"n'.. l am 
1111'11,:· t,, :,·•.1 '.'l' I:.. J'. :11ll1 tu lil,.;t· i1 lO 
f'r'.)'11 I tf·l)I : ·. 

'JJ11· Pi'.~SILJJlW; 01-'F)C.."ER IMT. 
Yo:·;,;,; of (_)),JO 11 ·, lllC c:h1<ir•. TJic· tJllE'~
l!f •JJ ;, llll ::1!Ji'1·?:.:: to the Rinendment of 
lll(' s,·n:<t,;r fn,m llt!dl Ol, Pile:{' 148. 11rter 
li!it' lt:. 1c: !l!.-t-11 11r" l:111µua:·e. 

'] l11· am , ,,dmf'r,: •.1n ., 1ti;lt'ed llJ. 

Ur Bi:N.!_-?_ETf J,,l_r. P1e;,id1:nl. lhe~ 
11!lwr 11mr·ntlrnc11t rc:krs to-" hat .I lhink I 
i;:-,, ii,-,11 ah:;:;J_~Ji:11 ;.i;oii· o1 ll1f l.ini:: u:ice ~ 
Ill llw ltil' :• ·1,it-ll. !111 f I:•· !11 >-l tlml', allows , . 
ll,c· J11!,·1,1;i1 ·Hn·,·1111, ~1•i 11L·t'!°7.u audit rii'"im.:'i:h ..... - .. - ---.... 
~ -;i~ 11ol lx·t·n J)uY;IL•k tmdcr lhc 
1111•,·i,1u., h111". Anrl U,t- la!111uu1.,c of ti1c 
IJilJ. l tl11n~:. is t.oo loo,<' 

Till' Tr: ·a•·ury at!JC·l'-~ ~itl1 11h• . l tir:: uf
lrrii:11, nl1r•rnntt lt1n1:uai:r \\"hicti acid.~ 0:1 
IJM~·c I.JS. li"t: ~. thr~,_. lilnitiu~ l't'Quirt'
llit'll 1,-.: 

On J.>•1},lt' J IK. IIUt• !J. ~\nk,· ,,ut Lht" tp11 ,t;, .. 
1ion mar►. uutl ""'' 

.. 1'0 ~.xauuu;11 ion o! t.J,\· r~hv1on!'r- 1u:t1 ·• 1\lt~~ 

v! MtCh nn ur,ianl=llon Lh!lll bf' mild< PA· 
<"ep1 to t.h• 1·x1~111 IJP"eS£ary to df'lennin .. 
• ·h«·lhtr t<Uth or1111nlzntlon ,~ • church or • 
COll\"PllllOn or a..61JC'Jallon OI ChUrt;hU, and 
JI<' Pxnmi11atlnr. ol 1h~ book• o! •r:eom11 ol , 
a1H"h 14ll nrcn:117,Mtltn, ~hall bf' m•tlt other 
Uuin ''-' llH• c•i;r,..,11 11f'C"t•5,.~:1r} Lo tlftc:tnilne 1 
1hr :,11111,111l 0! l,, ., lrnpos<tl by lhl~ ttil•" 

!.lr . Pn•,.1ctent . tl1Bl i~ tilt title im1w,
rn;.,. :1 lh~ o:i unrtlt,wcl l>u,mt'.,~ inrome. 

TJ..wrr is n fcbl" tile laru·uei.:t "'ouJd 
Oill'Jl JI u,1 :w Jl,at tlll' lkS _CQU)d JW ~ 

0

ihrr>11t•)) ul) llit: d1u·f~)!bouk~ tJ1:1t J>t>1• , ..... 

,t_nil!-J.O. n·' ii·"'"' ..ac.t.i.\'..: \_II'~ .. 
Tht•_\' did IIOl mtend to on thi., . Thl'rr

Iorr . tl!t' IRS ll;?rt'l'~ with mr tli;;t tile 
lim11m~ J,mi;u::i;::t· w;JJ l1e1·f 1.1!,P~. 

J1 ii. Ill\' UJldC'rSthlltlirw llj!alll Li1al tl,c 
th.'liflllf,I; :ii:n·r~ \I 1th nw lllld ,~ v.illm;; 
to 1111..,: t11r 111nenrlnwnl to conlrn,ncr 

M1 . LONv . l 1·,a,<· i,c, obJt'ct1un tu Lhr 
11mcndmcnl. Mr. F'J rside11'. 

Tlil' PRESIVING Ol"FlCER. Do thl· 
Sl·11;,tor~ y!, ltl b:,cl: tlw rrm11indt'l n1 
tllc-ir llnw? 

l'\11 . BT:N1'£TT. l ~-:t'lcl 1J11r·k thi: n·-
1111ti11nrr OJ m_,. tinll' 

J.11. LONG l ~i<·lcl b;nt: 1111' rrm,,,nd 1 r 
1.1f i,n· tin)(". 

11;,. I'J:t:SIDlNG OFFICER All ti,llr 
on the n111tndmc•1,t J,n., IJ•·L"ll ~-iddl·d 
1,;,rl: T/1p 111lf•,1 ion i• v11 ni.,!rl·illi: Lo thi:
a111< ·1n!m1 -nt l!f 1li, - S,·i,;,1u1 lrum tJ;i,h on 
JllU:t· 1411 . Ji11• · !I 

TIH'fHOtJ1drn<:1it v.h ~. ;,~1r,·d 10 ,::: : 7 --Jll1 l~JNU.Mr T'1, ·,llil'111.I :i,.1: 1i:::<11i
J1lLi:,s l'Ull~(•Jll l)IJ,I tllC' bf>ll:Jlt'll fiuu, 
Arlt.O!H! <M1 J-'""'""'' m:,) ulf•.-r HII 
11n1,·11d1,w11! ;11 tl1l, tinH" 

'l'hr l'l<LblDl1'G OFTJCEP. W,Lliuut 
<,I.JJrrl lun. !t h ~" 01 drn·rl . 

Mi 1-·.-.r,;r,;1:,,; J tlllllif: 111,· 1)1-1;11;,1:! ,kd 

S1·)1:,tlll 
J\~, J'11 ·-id• 111 I , all I.Iii "''" 11rl111, nt 

~ •• •1:-..f\ 
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tt-t7-71 Procedur• ond Administration (f.R.C.) 26,689 
date fixed for apr,earance before the Secretary shall Dot be less than 10 daya from the 
dat' • the summons. 

l.Ml ~-S,,c 7606al api-1'1 ~ • 
am,,nded b~ Sec 50'>.:W5 1 of Public ww 96-599. 
Ne,,, 6. 1978, @NN"t,.,.. tS..: . !()(,,di of P.L ~5991 
J&11. 1, 1979. 

Pr- .-...-11-"-ec 76()5.a I WM ~y 
ainenc:1,,c b) lM !o:,0""11\g'. 

SK. ll).c•6 1 of ?uhlic Law !M -530. OcL 17, 1976. 
effecti~ <Sec. l l ).d 1 o1 PL ~5301 Ort. 1. 1976." 

S.,. 107tdi91 of 1'1.blt.c Lo,,, 11 -158.. Ma:, JI, 
/110. rff@ttin (Sec 2llia) of PL 91-~I July 1, 
m~· . 

~ . !O'Jlc 14 , of Pu bl..c law 1/S-U. J,.,,.,, !I. l §Ja6. 
.rt«'ti~ (Sec. 70J,aX2), ,s, of P.L 1119-441 JUL L 
1966.' 

Sc 20il,d~4J of Pi,1,1;,; z.-.. 627. J..,.. 29. 196&. 
ellectrw tSec. 211 of P L 6T. • June 29. 1966. • 

k f<il of Pub:ic ,Law 466. A.pr 2. I~• 

3 

, I 

~ .L. •~-7l>O~i•> "' 60 .,,...,dee! .. 111 P-H C111111,1aa~ Chaaaea. 
.,.>(./',i. 1' I 

(b) Rcstrictioaa oa En.minatloa of Tupayer.-No tu.payer sbaH be subjected to 
unoecesi.a.ry examination or investigations, and only one inspec11on of a la.xpayer·s boou 
of account shall be made for each t.auble year unless the ta..\p.aycr requc:st.s oth,rwisc or 
unless the SccretAry . alter investigation, notifies the tu.payer io writing thu a.n additional 
inspection is neccss.a.ry . 

!·· 

·~ 
i. 
r 

r 

(c) Restriction OIi Enmi.a.atioll of Cburcbes.-No euminarion of I.he book, ol ac• 
count of a church or convention or association or churches shall be made to decermine 
whether such orpnization may be engaged in the carrying oo of an unrelated trade or 
business or may be otherwise engaged in activities which may be subje,;;t to tu under 
pan Ill or subchapter F of c:bap\er 1 of this title (sec. 511 and follov.ing, rclacing to tax
ation of business iacomt· or cxrmpt organizations) unless the Secretary (such officer being 
no lo-wer than a principal internal revenue officer for an inlernal revenue region) believes 
that such organization may be s.o engaged and so notifies the organiz.atior: in advance of 
the ex.amination. No examination or the religious activities or such an organization shall 
be made cxcc:pl to the extent necessary to determine whether such organization is 1 
church or a convention or association of churches. and no e.uminatioo of the book.s of 
account of such an organization shall be made other than· to the extent necessary to de
termine the amount of tu imposed by this title. 

AlldltioL-5ec. 7EK)5jc) WU added by Sec. 121m of 121<&) of P.L 91-1721 with ~pect ta i..uble yaan 
Publ..ic _Law 91-172. Dec. :.:i, 1969. •rt.cti~ (Sec. becinni,Dc all.er Dec. 31, 1969. 

C. 7606. El"ITRY OF PREMISE.S FOR EXA.'ilNATION OF TAXABLE OB
JECT'S. 

(al Entry Durin1 0.y.-Tbe Secretary may enter. in the daytime. any building or 
place o;,,herc any articles or objects subject to tu arc made, produced, or kept, so far as 
it may be nec:cssary for the purpose of examining ~id anicles or objects. 

Cb> Entry at Night.-Vr'hcn such premises are open at night, the Secretary may enter 
them while s.o open. in the pcrfornw>ce or his official duties. 

(cl Penalties.-
for penalty for retusa.l to permit entry or e:um.ination. see MC'tioa 7342. 

SEC. 7607. ADDmONAL AUTHORITY FOR BURE.AU OF CUSTOMS. 
Officers of the customs (as defined in sectioo -401(1) of the Tariff Act of 1930. as 

&mended; 19 U.S.C .. sec. 1-401(1)). may-
(1) carry firearms. e.,.ecute and serve search "'t.rranu and arrest warranl$. and 

scn-e subpoenas and swnmon.scs issued under the authority or the United St.ates. and 
(2) ma.kc urests without warrant for violations or any law of the United States 

relating to narcotic drugs (as defined in section 102(16} of the Controlled Substances 
Act) or marihuana (u defined in section 102(15) of the Controlled Substances Act) 
where the violation is committed in the prcsenc.c of the pcrsoo mu.in& the ancst or 
where such person ha.s rcuonablc grounds to believe lb.at the person to be arrested 
has cornm111ed or is committing such violation. 

Lui ..-i-L....&,c. 7WJ7 appean abo¥. U 

U)@Dded by S..C. 1102.&0l of Public ww 91-!13. 
Oet. 77, 1970. eflllc:t,.-e fSec. 1105 of P.L tl~l3l 
May 1, 1971 

Addiuoa..--Sac 7f!C7 wu ~ by Sec. 104/aJ of 
Public ww i28. July 18. 1966. ,ffectm fSet. 401 of 
P.L 77.81 J"ly 19, 1966. 

§ 7607 i .. 
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-:+-7-· 7 / /.~-r:~ 
Exa.mlnatfon and In..pection 

1, 11 .rl< 7tcS"(c)-£~ 

(I.R.C.) 24.429 l: 
di'ridual ~ wbom & perwon summoned 
PlllWUUlt to Met.loll M.20 1 &1 ( 2), 6Ul(f) (2), 
'°4("d)(2) , H:1'7(e )(21 , or 1907 slw.l appear. 
~y sucb employee . wben eo duisu&ted Ill 
& .um.mona, la aulborued to t.Lke te.umony 
m,der oat.b at tbe penK>c su=ooeod a.nd to 
J'eCel-rP IUld u.un.llle t>ooiu . papera, ..recorda, 
or otber d.a.ta produced tr. compli&Dee with 
the ~ona. 

0-,. I SC,1 . ,.. S'-h>tory pJ"OnalH•; .-T• 
lee . • , HJIUDODA. (Sec. 7913, IRC] _ 

0-- I SOU--1 (T.D . !IUl.. !!.led 10-21-111; 
nrpubllahed in T .:O. k98, died 1.0-~; 
a.m8tlded by T.D. n&• A.led ~28-72 a.nd T .D. 
':211'1, 41ed ll-18-7'!. ) Sernee ot au.ni.aeu. 

(&) I• g-..i_ A summoM 1-Yed 
lmdv ted:lon 6'20(e)(2) , Mn(Oel), ~(4) 
(2), M%7(e)(2'), or 7M:I ah.&.Il be """ed by 
Lil a.tt.•ted c:opy del!v..-.d 1n haild to the 
penon to w-h.om !1 la d1rect.ed.. or 1att a.t 
h1s lMt Uld uu&l pil,Oe o! &bode. The ov-
~C&t.e ot HM1oe slgi,ed by the peritoD 
Nr'V1~ th• •=ona ahall be e'ridcce of 
the fa.ct. It st&.te& on 'the he&rlng or ui ~ 
pl10&!:1ot1 for the en!oree.ment of the IIUDI• 
mon.e . When the summons requir• tbe 
p!'Oduet1on of book&, papen. recorda, or 
other d&U.. It ah&Il be ,~clent U &uch 
booka, p&pu-a, r.cord&, or of.her d&t& a.N 
described w1~ ~ona.ble Ct!!"'.&.lnty. 

(b) Prna,,w "'"'° "'41/ •- a ~t11mou. 
The omee~ &Dd emp107 ... ot the Intaraa.l 
Revenue SerTioe whom the Comml ■-lrmer 
b.u desigu&ted to carry out the &.uthortty 
Sinn him by I !Im. 7802-10,) to tuue & 
.-umm.ona an &Uthon.z.ed to ,erve & 111m1-
1D0n.t taued under e&et!on ~(e)C2), N%1 
Ct) (2), 5U4(4)(2), 9'ZT(e)C2), or T9Qt. 

0-- I 111.l-..J CT.D. k21. ftled 10--..: 
~ol.l&hed ID T.D. 9'1118, 11..led 10-u-.J; 
a.manded by T.D. 'TW7, AW U.~'11.) _Jla. 
,.,..._... u •tumD.u. 

(a) I• g-l WhaneTer &:a1 -pc.,D 
irmnmoned midar aect:1on 6'20(e)(2), k2l(f) 
(2) , or 7Sl2 ne&"lecta or re!'uae.a tD obey iruah 
sv:mmona, or to p?Qdnoe boob, p&pcs. 
l'9e0rd&. or other d&t&, or to &1ve t..umon,-, 
u requ1nd, appUca.t!azi may ~ ma.de io 
the ~• ot the dJa-tz1ct oourt or tD a 
tr.a. oommi.uicmv tor Cle &.t:rict 'W1thm 
which th• ~ 90 irummetDed r.14• OI' 
II fc,cui,d tar U1 ut&chmcit ~ ldm U 
tor .. 00!%t.ampt. 

Otl Pm°""' 101w> "'Of an,Jw frw - td
too~. Th• ot!lcen a.nd amp!~ ot 
the Izltc-n.&I Resreuu• S..moe Yllom the 
Oommiaslcmer hu dM!gn&Ud to o&ff7 oat · 
the authartty &1.,.._ h.lm l:,y I I01.'7D•1Cb) 
to wu• & -=oi:i. AN authoriNd to appl:, 
for an 1-t:t&.chm1111.t u prv,14-1 ID ~ll 
(&) ol w. NetSOIL. 

'· . 0--., I NLT--· 9tan1.ot-,- prorul•u: ._ 
... p&w at erwmtnat•- [Bea. 'Td. IRCI 

l
~IML~ (T.l). k%!.. alad ~---: 
-;.pg oliahed III T .D. 11.led 10->HIO ; 
1mcnded b,- T.D. T144. ~ 10--..n.) fla• 
.., p&w d erswts■Mcn 

(al n.. -4 plcaoe. Th• time aa4 
,-oe at ex■ rrrtns tiCII! pU?YU&nt tD t.b• .Pr'I>
~ cl. Nlltka NID(a> Cl), ~{!) Cl), w 

TI02 •h&ll be such Um• a.nd l)lue u maJ : _,,._ · 
be b-4 by an ot!lcer or unployee or tha ~- -?-
hilemaJ J\e•enue Senice and u ai-e rea 
~nable under :he clrcum11.a ncu In tne 
c:a.ae or • summon• under &u t ho:1ty of •e-c• 
tlon TIIQ2(%) &11d I SOl.790Z-1 . or m:i':Ser · t11e 
oorrupondl.nr aut!J()Mty ot Hctloc 8'.Xl<•> 
(J) or M2l(t)(2) , tbe date ~ed tor ap
~ct befon all oOcer or employ" o! 
the Semi:., •ball llOt t>. lM! thLll 10 d.&yl 
trom the date of the •~=o::i.a. 

(b) Butr;cHou Oft e~mi"°tio" of t=• 
pos,wr. No ta.spayer aha.ll be at:bjected to 
w.neoeaaary ex.am.inalloc or I.Dvestlgs tlon■ 
&Jil'I only one lnapectlcro of • t&xpaver'i 
boob of &-ecount 1h&ll be ?tl&de for ·eae.b 
t&.x£bla )'NZ wtl ... lb& !Lx;- o.yer request.a 
ot.b•~ or unlu■ all &u \.horiz-ed tn t.e ru.al 
r&Te.nue Dmcer, &ft.er l.oT•t1ia.t1on, not!bea 
t.he ta.zpayer bl writ1n1 ~t a.n a.dciltlon&l 
tnsp.cUon I.I neceaaa.ry. 

(C) BHtncNo!t 11t1 ~=ffi i "4~ of 
c1'11rc1'.e-(1) I• gflf'6rtu. Thla aectlou 
lmpoeea certa.!D re11trl ctlona u IX)!l t.b e ex
a.min&tiori ot the books or a.ccou:it Llld 
relifiolll actJv1UN ot a church or oon~·en
tion or ueoclation or c.burcbea for tbe p'.l!'
poe,e of dete~ wbetbv 1uch org-lL!liu.
Uon may be enpg~ in activ1tiu tb._. tn
coma tram which II •ubjeot to tax U!ldeT 
aiecuon 111 u unrela.ted hnstpeas ~,x;,b i• 

m~. e u see of the e r_eetrjc:,;: · r:~ 
• 1:z:a.llona trom 

upoD other u:amln.tiona ot IJUCh orra,rua
taona. 

(I) Boo1'1 pf OCG91ffll, No aamln&Uon 
ot the l,oob ot aeoomrt ot &n o~a.t10'D 
which cl&ima tD be a ah.W'Ch or a CO!lTeD• 
Uon or &PC>d&t!on ot churches 1h&ll be 
made ucept &tttir t.be a:tnnr ot notice u 
proTided IEl thia su~ph and except 
to the utent D9CMNJ'f (I) to det.ermtne I.he 
tmtial or ooutiznlill.J qua.llJlcatiOl:l of t.h• 
orp.ntsa.t1oD under .-cUou IJOl(c)(S>: CU) ti> 
determ.ule wbetller the orp.nt&a.tton qua.lltl .. 
u ooe, contrlbutiou■ to which are deduct
f'11le 1111der 1ect!on 11'0, 546. 11114. M1. :Dia. 
llOC. or 2l5Z2; CW) to abt&in tnlorm&t1on for 
the purpoee of uce~ or .... ~ 
p&:rmtmt. ma.de by the orp.nisat:loD to LD• 
other p&nan lil determlntnr the tax l!&l>Ulty 
of the 1"9Ciplent, 1uch M payments o! Ml
&riM, w-ar-e-. or other forma of c;ompen1&• 
ttcm: or U~l to detarml.D• th• &moW1t of 
tlL If &n"!, tmpoNd by Ille Code Ul)Oll •uoh 
OfTULIN.tioa.. No n:e m '""Hon ot the boob 
of &oooWlt ot a chl.ll'Ch or OODY1111U0!1 or 
aaoclat.loD of church .. •hall be i:n&de UD• 
1- th• ~n&J CommiHIO'tler bel.l.,..• 
that .Uch IIUmin&tioll I, 11-■&r'f ud .0 
110W! .. the orpnl.&&Uon ln wr!tinJ at leut 
., da:,w bl adT&Dce ot ezAm!nation. 'nle 
Refianal CommlKICtDel' w1U conclude Ui&t 
auch vamlDAUon I.I n~ oDly &lter 
r-euoaa.ble attempt. ba,,. b-wn mad~ to ob
t&Ul. latonna.UOl!l trvm t.b• boob of l.000\Ult 
by W?ttta !'9Qn■-t amd the ~ Cam· 

.mlalo- )l.y det.arm.t.ned th&! the uitorm..-' 

, Rae. § 301.7 .... l(c)(Z) 
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·24,430 (I.R.C.) ~eg. § 301.760S-l{c)(2) 
tioi, e&nlDOt l>P fully 01' ■at:1afa.ctorlJy -~ 
t&izJe(I b, that ICILJ:lll~T- bi UT a:&m.Ulat:lon 
of a cbvrcll or cori~:otion or 'uac,clatloD ef 
chu,-cbu fr,r thP J>tlT"}'.,Olf of df't~rmxilng
aprela~¢ h•alntu iMomc tu UA.~lllty srar· · 
■ua..nt such notice, ZIC· t!i'.ltnln.atJot1 o! tht 
booli.1 of aecowu of Ult or,1.nhr.aUon aha.11 
~ madt except to thP e:d.eot J>ec..ary tic 
det.ermi.be .-ucb li&'blllty. 

(8) aeli~ ~hu. No V11Z%lSD•~ 
tkn> o! th, 'l'el:irk!ua actt-Mtie. of Lt: ~
Ss& tloo Tblct, cl11.!na to bt • cbur,;l, Dl' 
CODVPDtJ<'?) or ~a.tiO'tl o! cllurcbw aha.JI 
be mad~ except (I) to th.e exvnt p,es;euvr if N£;5;t,J!e6~;...i u%~0ct;!~~~: 

(c)(3); (ll) to determln~ •bt:Uier the 
orru!zation qur,J!f>eE ,u oza, conh1t1\.1U0na 
\0 -.rb.icb a.re deOuc.tible UDcle:- .ectlo:n 170, 
~. 1M, k2, 3055, 2106, or ~; or (W) ~ 

GE!\"ERAL PO"l'i'ERS AND Dt7TIICS 

~ I ICIL ,1:1 l!ttat-a~ -pr-omlou; b
leni:&l NTU'De «latrtc~. [Sec. "1121, lRC) 

~ I NUCl-1 (T.D. k21, ~ed l~:D-119; 
republlah.c! ln T .D. kib, ~ed ~~-> 
bteni.aJ N'l'Ul'DP «lalrio\e. 

• -Jl"or d~Uon -t.c Ult -Secnta.ry of ·av
thor1ty to prucrlbf- tziten:uLl 7"9X>Ut . .&.· 
trlCU fUT the pU1'pOlle of a.dminiaterizlg tbe 
bltenal re'l'6DUt i.. .... ,., 9M lt:ucutlve Order 
No. 1~. daied Sept.ember 1'7, ~ Cl! 7.R. 
HRS), u ma.de app1'ca.ble tc tbe Code Ii)' 
~cuttTe Order No . 1oe;,, dated N0'9ember 
I, lJl6f (ll 7.R. ?Mil). · 

0-... I IOUC!-1 (T.D. k2l , ~ed J0-2S-MI; 
ttPll0labed ir. T.D. H.96, 11.lecl 10-~; 
amended by T.D. 1685, ~l~ 1.2-27-&, 'l'.D . 
'Tl&, t.lecl f.28•'72: T.D. W?, t.led ll-l.F13 
ar,cl T.D. ~. med &-:,0-7:S.) AdborltJ- to 
ad.mlnlder MthE .,..c, oeriity 

Tbe dCeN ud amployeea of tbe 111-
ternt.l Revenue ef'n'1~ whom tbe Com
maak>oer hu duip&tK &rt autbol"i.&ed to 
a.dm.iwter ~ch oatbE or aJ!irma.Uona and 
t.o cert11y to suc.l: papen u m&y bf zieoeP• 
~- \Ulcler tbe 1:lte-rn&l tTvenue law, or 
:reg-ulatl0n11 1airuf'd tbere\Uldet, u~t that 
tbf' authority to oertlfy •hLll .DOl bt: COD· 
.-b'uecl a,, a.pplyi~ to u,~ pa.pen or 4ocu• 
ZD6Z!U Uie certUk.&Uol:l o! whlet. t., &Uthor
tMd t,y Hp&N.t.e order or directne. 

0--,. t •1.,D! IUabkl77 ~'1'11t.u; U• 
,.._,. •1 llleteetiom -d pnnlalrment. •f 
~ucl.a. [Bee.. TS23, IRC) 

0-W I 10l.7Cl-l CT.D. "21., 15..1.ci ~23-69; 
,-epubllabed 1D 'l'.D. 6'96 t.led 10-~; 
amencl11d by T.D. 7287, ~led 1.2-li-'n .) Jw,. 
wa.rch fer UIJoniaUon rel.&ltnJ to 'l"lou,.. 
••111 •f blt.e~ re,oeziDt lawa. 

(al I" p-1. .J.. dt.atncl d!r.et.or llllBY 
approYt 1ucl:. n-..·c-ll u b• d.e.zn~ 1u.l1.&t>lt 
for WormUJoi:, that l_d, to U>• del.ecUot 
&J>tl punt.ab.men1 of ~)' per■ oD ,-w)ty of 
-rtcla.UJl, &llY 1.Dln1:1Ll revenut 1-w, or OQD• 
AJYi:l,: at t.l:it N.W~ - T.bt rt,..·a.rde pl"OTIO.ed 
for t,y MCUDZl ,~ .. .,.. lJmll•d lD \belt .... 
...-.~•LI to U>• .UID appropri&Led tbva!or 

&111! ah&D be p&1d Clll)y m C&NI 11ot other
wiae pz-cmded tor Ii)' law. 

Cb) D~f)' ic /U,e oJo,m fvr '°""Grd 
-n) /a ,._ol. .J..r,r J,anOD, Otblt tha%l 
oertaJI; p?'aNnt or former f~en.l amploy
eu <•• nbpuaaT&J)b <J) of t.b.1a pua
..,.._ph), who submit.a, = the m&mlllT Mt 
fortl:. b: p&n.&Ta))b (d) of th1' aec:t!on. Jn. 
fwmatlozi J"&l&ttng to ~ 'riola.tlcn of u 
IJlte~ ""cue .law JI ali¥1ble to m, a 
tl&1m for N...-..rd mi.der Netion 712!. 

(2J 7-41r-GJ .-m,.ios,,... No penor. who 
wu u amc.r or employw of the Dep&rt• 
JZle.Dt of tbe -rr...ur,. &t the time be cune 
iJl\.o poN,Nsimi of lzl.fo:rmatl0?1 :rel&Ung to 
Tiol&tJoD.t rt! the tDt.arna.l rev&JJut lawe , or 
&t tlle tim, be ISJTulfed 1ucb IJlformation, 
1ha.ll be allfiblt for rnra.r~ UDdPr aect:lon 
7G; and W. Mct:lon. .u,."" otber f1de1'l 
c:nplo:ree, or former fe6en.J emplo:ret:, 11 
ell(ible to ~e a claim tor reward t! the 
bltormatlon submitted ca.me to ha knowl• 
elke otber Uuu1 SI) the ooune of lw of• 
~c:l&l dutlu. 

f'I) Dsoet1H4 6'1fon,wH1U. A eltJm for 
,..._:rd lllSY be 1!led by U uecutor, a.d· 
mln1rtra tor, or otber 1.,-a.J repTH6Dt& ttTe 
cm beh■J! of • 4.cMMd Worma.nt 11, prior 
to ha Olla.th, tbe lnforma.Dl WU el1f1ble 
to t.le a claim for 11>cb rewa.rd Wlder NC• 
tion 782!1 a.nd this HCtion. Cc~ed eoplu 
of the J,tt.al"I ~,na,.,., lettel"I! of &d
mtntn:-atlon, or other s!DlUa.r mdence 

·111ust be a=u.ed to aueb a cla.Ur. for n
-"' on beMll of a 4-u•d lnfol"J:llUlt ill 
wder to &bow tht uthol'tt'y of tbe Je~ 
NJ!~\attTe u, ~• th• cl.&Jm for J'Wwud. 

(c) A-•t -4 ,-.s,tMl'ftt of ~rd. 
4ll nlna.nt ta.ct.on, blcludm& the Ta.Jue of 
the m1 orm a tlon fll.rnlab Id bl nl& ticJ:> tc 
the fact.I d•Talc;ped .,,. t.bl u,vut.tratJon ot 
tlle Ylol&Uor., ab'"1l bt l&k1n into account 
11)" a 4lnrlct ~r bl daterm1n1ne 
wb11.ber a. "'llt1Ll"d aha.11 be piu, . &.Dd, U 10, 
tb• arno=~ Uiereo1. Thi, amcW:>1 o! a re• 
ward al;:.&ll Npr.aDl w~t tl>~ dlatrlct 
direct.or ciee.ID-8 1-(, be &d9Qu&U cotn;>eil.11&· • . 
i)oD 1::: U>• pa1"1.Ji:ul&r _.,., nonxa.lly z:iot , 
lo axe•~ b:: pel"C'eDt of \b( add1Uonal 
t&.S.w . p,ewuu, and t1nes ,wblch •l"t rw· 
oo,,ered a.,, • J'U\lh of t.be lntormatioll . Joio 
,.....,..LTd . bow~nr. aba.lJ be pa.Jd w!U> ,... 
spect \0 arn· 11-tldltioD&l 11>\.erdt. Uiat m.ay 
.. ooll•c~.· :Payment of a ,....,..&rd wW be 
ID&dt &1 proznpt.ly •• \be 011'cumata.ncaa or 
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7(10)70 (1-12-79 1 

Specialized Examinations 

7(10)71 ~nii 
Churches or Convention or 
Association of Churches 

7(10)71.1 (&-20---'1'9) 

Introduction 
Prior to 1970 there were no special legislative 

restrictions on the Service's authorrty to exam
iM churches . At the time the Tax Reform Act of 
1969 was being drafted ir. Congress, concern 
was expressed by some legislatOfs that the 
Service would over-react to the new application 
of the unrelated business income tax to 
churches by initiating probing and unnecessary 
examinations of churches . Accordingly, section 
7605(c) was adcied to the Internal Revenue 
Code. 

7(10)71..2 (&-20-79) 

General Requirements 

7(10)71.21 (1~1 ) 

General 
(1) Treasury Regulation 301 .7605-1(c)(2) 

provides that no examination of the books of 
account of an organization which is or which 
claims to be a church or a convention or associ
ation of churches shall be made, except to the 
extent necessary: 

(a) to determine the initial or continuing 
qualification of the organization under !RC 
S01(c)(3) ; 

(b) to determine whether the organization 
qualifies as oM. contributions to which are oe
ductib~ under IRC 170, S45, 556, 642, 2055, 
2106, or 2522; 

(c) to obtain informat>On tor the purpose of 
ascertaining Of verifying payments made by the 
organization to another person in determining 
the tax liability of the recipient, such as pay
ments of salaries , wages, or other forms of 
compensation; 

(d) to determine the amount of tax, If any, 
imposed by the Code upon such organization. 

(2) Treas. Reg. 301.7605-1(c)(2) further pro
vides that no examination of the boolc9 of ac
count of an organization which is, or which 
claims to be, e church or a C0011ention or asso
ciation of churches ahall be maoe unless the 
Aegl0/181 Commissioner believes that such ex
amination is necessary and so notifies the orga

examination . The Regional Comm,ssioner will 
conclude that such examination is necessary 
onty after reasonable attempts (i.e .. the sending 
of at least 1wo pr6-examtnation letters) have 
been made to obtain necessary informat,on 
from the books of account by written reauest 
end the Regional Commissioner has deter
mined that the information cannot be tull)· or 
satisfactorily obtained 1n that manner. 

(3) Treas . Reg . 301.7605-1(c)(3) provides 
that no examination of the religious activities of 
an Ofganization which claims to b6 a church or 
convention or association of churches shall be 
made. except: 

(a) to the extent necessary to determine 
the initial or continuing Qualification of the orga
nization under IRC 501(c)(3); 

(b) to determine whethe• the organization 
Qualifies as one, contributions to which are de
ductible under IRC 170. 545 , 556. 642. 2055, 
2106 or 2522: or 

(C) to determine whether the organization 
is a church or convention or association of 
churches. 

(4) Although not required by the regulations, 
the pr~xamination procedures described in 
IRM 7(10)71 .3 , below, will also be followed 
when elt'.8mining the religious activities of an 
organization which is or which clarms to t>e a 
church or a convention or association of 
churches . However, this reQuirement does not 
appl)· when tne organization executes the 
Waiver of Pr6-examination Procedure under 
!RC 7605(c) . See Exhibit 7(10)70-10. 

(5) The restrictions on examination of 
churches set out in IRC 7605(c) and Treas. 
Reg. 301 .7605-1(ci are apphcable tc the Serv
ice examination of any school that is operated 
as an activity of a church or a convention or 
association of churches . The pre-examination 
proceoures need not be followed when examin
ing a separately organized or incorporated 
church-related school which doe!; no1 claim to 
be a church or a convention or association of 
churches. 

(6) The pre-examinaton procedures will be 
follo-d when examining the unrelated busi
ness activities (Form 990-T) of an organization 
which is or which claims to be a church or a 
convention or association of churches. 

(7) The restrictions of IFIC 7605(c) and 
Treas. Reg. 301 .7605-1(c) must be complied 
with when an organization's clei~ to church 
status has more tnan ar. ins,gnrf1cant factual 

nization in wrtting at least 30 days in actvance of MT 7(10)00-77 7(10)71.21 
Internal ~venue Manual - Administration 
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foundation. Co!'TV9r'Nty, where ii is detemiined 
Jhat an or~tion has no aignmcant tactual 
foundation to suppon its claim to church status, 
the claim can be ignored, and the restnctions of 
IRC 760S(c) and the regulations thereunder 
would not apply to an examination of the or'1&f'lt
zation. Any rea.sonable doubt a.bout the possi
t.e presence of more than a clearly insignificant 
tactual basis tor c:iaiming church status should 
be resolved in favor of any organization formally 
asserting such status. 

(8) Under the First Amendment, the Service 
is precluded from considering the content or 
sources of a doctrine which is alleged to consti
tute a particula· religion, and car. make no at
temP1 to evaluate the content o1 whatever doc
trine a particular organization claims is reli
gious. Examiners conducting pr&-examination 
inQuiries and examinations of organizations 
ciaiming church status must make no an empt to 
evaluate the content of any particular religious 
doetrine. 

7(10)11.22 (1 -n-.1) 

Church books of Account 

(1) Church books of account are the ac
counting and bookkeeping records of the 
church kept in the regular course of business to 
provide a detaiied financial history of business 
transactions of the church . They include all 
boOks of original entry. 

(a) See Exhibrt 7(10)7~5 for examples of 
records that are and are not books o1 accounts. 

(b) tf there is a Questior. as to whether or 
not particular records constitute church books 
of account, District Counse l should be 
consulted. 

(2) The pre-examinatior, procedures need 
not be followed when examination is being 
made onty o1 records that are not church books 
of account. such as recoros maintained by a 
bank. 

7(10)11.3 (!-n-.1) 

Pre-examination Prooedurea 

(1) The pr&-examination procedures do not 
constitute an examination within the purview of 
the "only one inspection·· provision of IAC 

760S(b) . Therefore, the use of these proce
dures does not bar the conduct of any compre
hensive examination the.I might thereafter be 
initiated in accordance with 3<k:1ay notice pro
cedures prov,ded tor In IRM 7(10)71.41:(6), be
low, and Treas. Reg. 301.7605-1(c)(2) . 

(2) There is no hard and fast rule as to what 
specific iritormation may be obtained 1.1nder the 
pre-examination procedures. Generally , the 
Service may request any information relevant 
to the proper areas of Service inquiry. The iritor
ma tion reciuested should be limited to that 
which the organization can reasonably compile 
and assemble , and which is necessary to re
$Olve the area or areas of inquiry. The pre-ex
aminaiion procedures should not be conducted 
so as to take on the essential character of a 
comprehensive examination of the organiza
tion 's books of account If the issue or issues 
cannot be resolved through these pre--exami
nation procedures. the examinef should con
sider the need tor reciuesting the Regional 
Commissioner's approval of an examination 
under the procedures of IRM 7(10)71 .41, below 

(3) The EP /EO key district office will com
mence the pre-.xamination inQuiry by sending 
a written reciuest to the organization consisting 
of a pr&-examination cover letter, and specrfic 
Questions , as appropria1e, using Exhibit 
7(10)70-2 as a guide. 

(a) In preparing this P"H!x&mination let
* , the period of time permitted tor response 
should represent a reasonable amount of time 
tor the orpanization to gather and tumish the 
information reQuested . This period will general
ly not be less 1h8!l 15 days, subject to variance 
on a caS&-by-ease basis. In c)etermining wrist a 
reasonable resPotiSe time wiM be, examiners 
shOuld give considerstion to the 512& of the 
organization, the type of records r&Quested, 
and the amount of information the organization 
is being asked .to provide. 

(b) The pr&-examination letter will be is
sued by certified mail. When the distriC1 office 
prepares the pre-examination cover fetter , the 
worct! "CERTIFIEDMAIL"·should be entered in 
capital letters above the salutation. The signed 
retum receipt should be mac)e a pan of the tile, 
as should a retum receipt evidencing refusal to 
accept tne letter. 

7{10)71.21 
(c) See Exhibit 7(10)7~1 for Pattem Letter 

MT 7(10)00-n P-645(5-79) Pr&-E.xamination Coll'er i..ener 
C.cmneroe Clearing House, Inc. 
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(d) See Exhibit 7(10)7~fora c:hecksheet 
Of suggested pr1M1xaminat>on lettftf questions. 
'Tl'lese questions should &Id in developing cas
es to the fullest ertent at the earliest staQe, thus 
minimizing the need tor additional correspon
denoe with the orgamzation. PrB-.xamination 
letters c:ontaining questions that deviate sub
stantially from those set forth in Exhibit 
7(10)70-.2 should be approved by District 
Counsel. 

(•) If the organization responds and satisfac
torily tumishas the information requested, an 
appropriate acl(nowleogment will be made. If 
the information indicate!o tnat the organization 
meets Of continues to FT'leElt the requirements 
for exemption from Federal income tax, the pr&
examination inquiry wil l be aosed in accord
ance with the procedures outlined in IRM 
7(10)71.3:(8), below. 

. {a) When an organization claiming church 
status responds to the initial pre-examination 
letter by indicating an affiliation with an organi
zation that chartered it and directs the Service 
to oo to the chartering organization for requesl• 
ed books, records or other information, consid· 
eration should be given to incorponrting Pattern 
Paragraphs P-630 (>-79) into the second pr&
examination letter. Pattern Paragraphs P-630 
(>-79) are set forth in E.xhibit 7(10)7~. 

(b) Treas. Reg. 301 .760>-1(c)(2) does not 
apply when church books of account are pr~ 
Yided to the Service without first being request
ed. When a church voluntarily otters to provide 
Its books of account the examiner should a. 
018 a written statement aigned and dated by 
an officer, director, trustee or other individual 
duty authorized to do so, that the organization 's 
!:looks of account have been voluntarily provid
ed and have not been reQuested by the Service. 
The statement should be included in the won<.· 
papers. See Exhibit 7(10)70-10 for Pattem Par
a~h P-730 (11-80), Waivf!lf of Pre-examina
tion Proce()ure under IRC 7605(c). 

ahoUld also be IMlffl by certified mail, and other
wise in accordance with the procedure dis
cussed in IRM 7(10)71.3 :(3)(b) , above. 

(6) If the 01"9&nizat>0n responds and satisfac
torily tumishes the information requesteo by the 
second pre-examination letter, an appropriate 
aCKl"lowtedgment will be made. II the ,ntorma
lion provided indicates tha t the organlZStion 
meets the requirements for @)(emption from 
Federal income tax, the matter will b6 closed in 
accordance with the procedures ou1Iined in 
IRM 7(10)71 .3:(8) , below. 

(7) If the second pre-examination letter fails 
to produce a timety response. or results in an 
inadequate or unsatisfactory response , the key 
distnct office should consider the need tor an 
examination, or for an additional pr€H!xamina
tion letter or letters. If it is determined tha t an 
additional letter (or letters) is warranted, the 
instruetlons in IRM 7(10)71.3:(5). above, should 
b6 tollowed. If it is determined tl'\at examination 
is warranted, the necessary approval should be 
requested , as outlined in IRM 7(10)71 .41 , 
below. 

(8) When the information provided in re
sponse to either the first or second pre-exami
nation letter indicates that the operations of the 
organization are such that it meets or continues 
to meet the requirements for exemption from 
Federal income tax under IRC 501(a), and that 
no further inquiry or examination is reQuired, a 
letter advising the organization of this conclu
sion should be issued, specifying the time peri
od considered. 

{a) Exhibits 7(10)70-6 and 7(10)70-8 set 
forth two Pattern Letters, F--622 (Rev. 9--80) 
and P--624 (Rev. 9--80), for use in no-change 
;,r&-examination situations. The former letter is 
for use in situations where the organization has 
established its exemption wittl the Service: the 
latter letter addresses those situations where 
the organization has not been recognized as 
sxempt by the Service. 

(b) See, also, 1AM 7(11)31 .6:(1). 

7(10)71.4 ~7') 

Examination of Churches or 
Convention or Association of 
Churches 

7(10)71.41 (~'1P) 

Procedures tor Regional 
Commtssloner'1 Approval of 
Church Examinations 

(1) tf edeQuate responses to the pre-exami
nation letters discussed in 1AM 7(10)71 .3, 
above . are- not received , and it is determined 
tt'lat examination is warranted , the EP/EO key 

(5) H there is no resPonse to the first pre-ex
amination letter within the time pro,,ided, or if an 
inadequate or unsatisiactory response is re
ceived, the key district office should send a 
second pre-examination letter to the organiza
tion. tt no response was recei\led. this letter 
should simpty restate the in1o.-mati0n request• 
ed in the initial pr&-examination letter. If an inad
equate or unsatisfactory response was re
ceived, only .those Portions of the initial letter 
which were inadequately or unsatisfactorily an
swered should be restated. The letter should 
also indicate in what manner the first resPonse 
was inadequate or unsatisfactory.-~ witl"l ~e 
first pr&-examinanon letter, a reaaonable ,.. 
aponse time. generalty 15 days. should be pr~ 
vided . The ucond pre-examination lener MT 7(10)00-n 7(10)71.41 
Internal Revenue Manual - Administration 
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district office shouio draft a Regional Commis
llOner's Approval ol Church Examination Lener 
for the Regional Commissioner's signature. 
See Exhibit 7(10)70-3 for Regional Commis
sioner's Approval of Church Examination Let
ter, Panem Lener P-598 (5-79). 

(2) The draft lener, administrative file , and a 
cover memorandum describing the pre-exami
nation procedures followed. information devel
oped to date, ano intended purpose of the ex
aminabon. should be forwarded to the Regional 
Commissioner through the Ass1stan1 Regional 
Commissioner (E.xaminationj . The ARC should 
recommend to the Regional Commissioner 
whether or not to approve trie examination. 

(3) The A~ional Commissioner will deter
mine whettter the proposed examination is nec
essary tor one or more of the purposes speci
fied in Treas . Reg . 301 . 7605-1 (c) and IA M 
7(10)71.2, above. 

(4) If approved by the Regional Commis~ion
er, the lener aoproving examination will be is
sued by registered or certff1ed mail from the 
Office of the ARC (Examination). The ease file 
Should then be retumed to the initiating key 
distnct office . 

(5) If the request tor examination is not ap
proved, the case file will be retumed to the key 
district for closing. See 1AM 7(10)71.3:(Si, 
above, and the Pattern Letters referred to 
therein, tor the issuance of appropriat;; leners in 
these circumstances. 

(6) Examination of the organization's books, 
recoros and religious activities may not begin 
until at least 30 days atter the issuance ot the 
Regional Commissioner's lener iu:,proving ex
amination. In the case of a letter that is retused 
by the organization. the thirty (30) days shall be 
deemed to commence from the date receipt of 
the written notice is firs1 refused. The signed 
retum receipt from the registered or certified 
letter should be made a permanent pan of the 
ca.Mi file, as should a retum receipt evidencing 
refusal to acCilpt the letter. 

(a) A summons may be direc1ed to the or
ganization under examination or to a third party 
recordholder, if necessary. to obtain inform•• 
tion rf the organization refuses to respond to the 
Regional Commissioner's letter approving ex• 
amination. All aummonSe-$ proposed to be ia
sved by EP/EO apeciaiists will be submitted to 
District Couns.el tor pr~is.suance approval. 

(b) See 1AM 7(10)22:(2) for special inswe
tions applicable to th6 issuance of summonses 

7(10)71.41 MT 7(10)00-n 

for the purpose described in Treas . Reg . 
301.7605-1(c)(2)(iii). i.e., to obtain information 
for the purpose of ascenaining or venfying pay• 
ments made by the organization to another per
son in determining the ta,,: liability of the recipi
ent. such as p~yments of salaries . wages, or 
other forms of compensation. 

(C) IRM 4022.4, Rights and Privileges of 
Persons Summoned and Appearances Pursu
ant to Summons, sets forth guidelines for use 
when the summoned witness or his/her repre
sentative does no1 comply with summons. ei
ther by testifying or producing boo~s. etc., or 
both. 

7(10)71.42 /8-20-'?i) 

Report of Examination 
(1) In all examinatiol"! situations, the organi

zation will be notified as 10 the results. The 
procedures for issuing no-<:hange or no-liability 
notification letters in examined no-change cas
es are found in 1AM 7(11)31. In changed cases, 
a report of examination should be prepared in 
accordance with the procedures outlined in 
IRM 7(10)60. 

(2) Exhibits 7(10)70-7 and 7(10)70-9 set 
forth two Pattem Leners, P~23 (5-79) and P-
625 (5-79), for use in no-cl'lange examination 
situations. The former letter is for use in situa
tions where the organization has established its 
exemption with the Service; the latter letter ad• 
dresses thoS& situations where the organiza
tion has not been recognized as exempt by the 
Service. Other written no-change notification 
letters of the types described in !RM 
7(11)31 .1:(1) should be individually prepared on 
a case-by-case basis, and issued where 
appropriate. 

7(10)71.5 (12-+-flO) 

Denlaf and Revocation of 
Recognition of Church Status 

7(10)71.51 (12-.0) 

Introduction 
(1) This text seta forth tt-. instrvctlons for 

determining the tax exempt status of a Church 
that has not applied fOf recognition of exemp
tion and for revoktng the continuing exempt 
status of a church having a ruling or determina
tion letter where. exha1,1st1on of ~ preeumi
nation procedures under IAC 7605(c). Each ad
verse action will be bued on the or;ariization's 
failure to estabii$h that it is oescnbed in IAC 
501(c)(3). 

o:mreroe Clearing Ibuse, Inc. 
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(2) IRC 508(a) provides that an organization 
organized atter October 9, 1969, shall not be 
treated es an organization described in section 
501(c)(3) unless i1 gives notice to the Secretary 
that it is applying for recogni11on of such status . 
IAC 508(c)(1)(A) &pecihcally excepts churches 
from this notice requirement. 

(3) Treas Reg . 1.508-1(a)(4) states that any 
organization excepted trom the requirement of 
filing notice under IRC 508(a) will be exempt 
from taxation under IRC 501(c)(3) if it meet9 the 
requirements of tt\at section, whether or not it 
files such notice. However, the IRS will not 
issue a ruling or determination lener recogniz
ing the organization's exempt status unless the 
excepted organization files proof of its exemp
tion in the manner prescribed in Treas. Reg. 
1.501(8)-1. 

(4) An .organization that is a church, an inte
grated auxiliary of e church or a convention or 
association of churches is excepted from the 
annual return filing requirements by IRC 
6033(a)(2) . 

(5) Trees Reg 1 .6033-2(h)(2) provides in 
part. that every organization that 1s exempt from 
tax. whether or not it is required to file an annual 
information return, shall submit such additional 
information an may be required by the Internal 
Re..,enue SeMce for the purpose of inquiring 
into its exempt status and administering the 
provisions of IRC 501 and the subsequent Code 
sections. 

(6) The preexaminetion procedures for 
churches tound in IRM 7(10)71.3 are designed 
to effect the basic purpose of securing more 
information from organizations on a mOl'e cur
rent basis, with the goal of assunng that the 
Service would have sufficient information to 
make an initial or continuing determination of 
exempt status . 
/ (a) In the case of a church that has a ruling 

I OI' oetermlnation letter recognizing it as w ex
{ empt and that fails to proouce books of account 

j 
af1er exhaustion of the pr86xam1nation proce
dures under IAC 7605(c) , the sanctiOn of revo

\ cation of recognition of exempt status is permis-
. sible. In this manner, the Service withdraws its 
/ formal recognition of exemption tor a taxable 
\ year 01' years . 
'r (b) In the case of a church that does not 
/ have a rvling or determination letler recognizing 
I it as exempt and that fails to produce books or ! account stter exhaustion of the preexamination 

1 procedures under IRC 7605(c). the sancnon of 
, denial of recognition of exempt status is perm!S-

1 formal recognition of exemption. This action 
: may be taken without the church first fihng for 
\ proof of exemption es prescribed in Treas. Reg. 
l..!.:_501 (a)-1. 

(7) The instructions and procedures de
scribed ,n ·IAM 7(10)71.52 may be used 1n heuof 
issuing and enforcing a summons tor church 
books of account. subject to the limitations stat
ed therein. This procedure may be useful in 
certain situations , essentially where the Service 
has no need to proceed to summon~ enforce-
ment to resolve such questions as the deducti
bility of contributions, the assessment of em
ployment taxes or the use of thEi church to 
Teduce income lax liability. The facts and cir
cumstances of each case will determine if this 
procedure is appropriate . 

7(10)71.52 (!Nl-80,1 

Instructions and Procedures 
(1) The key districts will follow the preexami

nation procedures in IRM 7(10)71.3 . The preex
aminstion procedure includes issuing the Re
gional CommiSSioner's letter approlfing the ex
amine tion of the organization's books of 
account. 

(a) Generally, the Service may request any 
information relevant to the proper areas of 
Service inquiry . The information requested 
should be limited to that which the organization 
csn reasonably compile and assemble and 
which is necessary to resolve the area or areas 
of inquiry . The requested information must be 
material to the initial or continuing determina
tion of exempt status. 

(b) To ensure tnat the information request
ed is rele..,ant to the proper areas of Service 
inquiry, the preexamination letters shoulo con
sist of the questions, as appropnate. using Ex
hibit 7(10)7~2 as a guide. Preexaminat1on let
ters containing questions that deviate substan
tially from those in the Exhibit should be submit
ted for consideration to Oistnct Counsel 

(2) The organization must be given adequate 
opportunity to produce the information before 
proposing to deny or revoke recognition of ex
empt status. In preparing this preexamination 
letter, the period of time permit1ed for response 
should represent a reasonable amount of time 
tor the organization to gather and fumish the 
information requested . This period will general
ly not be less than 15 days. subject to variance 
on a cai.&-by-case bes1s. In detennining what a 

-.sible . In thi~ manner, the Service does not grant MT 7(10)00-75 7(10)71.52 
Internal Revenue Manual - Mni.nistration 
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reasonable response time will be, examiners 
should give consioeration to the siZe of the 
organization, the type of records reQuested, 
and the amount of information the organization 
is being asked to provide. 

(3) All preexamination leners and the Re
gional Commission's lener approving the ex
amination must advise the organization of the 
consequences of the organization's refusal to 
provide the information. See Exhibit 7(10)70-1 
for Panem Letter P-645, Preexam1nat1on Cover 
Lener, and Exhibit 7(10)70-3 for Pattern Letter 
P-598, Regional Commissioner's Approval of 
Church Examination Letter. 

1~) The sanctions of denial and revocation of 
/ recognition of exempt status with respect to 
/ churches will be used sparingly. It is critically 

imPortant that the administrative record sup
Port the reasonableness of the Service's action 
in these cases . Therefore, the key districts will 
forward all case files and proposed adverse 

, letters on churches to the Office of the ARC 
(Examination) for review prior to issuing the 
proposed revocation or denial letter. Upon con• 
currence from the region, the case file will be 
returned to the key d,smct for issuance ol the 

'--£'.:_Oposed revocation or denial letter. 

(5) The grounds set forth in the proposed 
and final determination letters are to be limited 
tc an explanation that the organization has not 
provided the information reouested ef\er re
peated reouests and. a~ forewarned. the orga
nization wil: have tailed to establish that it is 
described in section 501(c)(3). The following 
statement Pattern Lener 1426(P)(10-a0}. will 
be used ir, these letters: "Even though we have 
sent you several requests for the reourred inf or• 
mation, we have not received the necessary 
mfomnat1on to supper, the claim that your orga
nization is described in sectior> 501(c)(3) of the 
Internal Revenue Code . As a result. we find that 
you have not established that your organization 
1s of the kind ·described in Code section 
501 (c)(3)." 

7(10)71.6 (12+-80 ) 

Referrals to State Attorneys 
General 

In accordance wit:-, the procedures ou1hned in 
tRC 6104(c) and Treas . Reg. 301.6104-3, the 
appropnate state ott1cials, rncluding a state At
torneys General. should be notified of any final 
oecrsion that an organ12at,on which claims to be 

7(10)71.52 M1 7(10)00-75 

e church is not entitled to initial o, continuing 
Qualification as .an organization described rn 
tAC S01(c)(3}. 

7(10)72 f6-2M/OJ 

Private School Examinations 

7(10)72.1 (1~74D) 

Instructions and Procedures 
~) The following procedures, except for the 

procedures on Advance Approval of Examina
tions apply to all pnvate schools: 

(a) Family Educationai Rights and Privacy 
Act of 1974. Private schools will not be reouired 
to release personally identifiable records or 
personal information contained therein except 
in accordance with the requirements of the 
"Family Educational Rights and Privacy Act of 
1974," 20 U.S.C. "1232g {1974) . (See Section 
7.02 of Rev. Proc. 75-50.) 

(b) Private school checksheet. Form 
5788, (Private School Racial Nondiscrimination 
Checksheet) will be completed for each private 
school examination. 

-{c) Private School Examination Work
sheet. Form 5529, (Private School Examination 
Results) will be completed for each private 
school examination. See Chapter (10)00 of 1AM 
7530, EP/EO RePortS HandbOOk. 

(d) Advance Approval of Examinations-
, If the church-related private school is a 

separate legal entity, the pre-examination pro
cedures and the advance approval and notifica
tion procedures of IRM 7(10)71 will apply only ii 
the school actually claims to be a church. 

2 In accordance with the pre-examina
tion procedures of IRM 7(10)71 the school will 
be sent a letter reouesting, at a minimum, the 
specific information listed ind below. The letter 
should also make reference 10 the following-

.a Rev. Aul. 75-231, setting fonh the 
Service's position that organizations, including 
churches, which operate schools must have a 
racially nondiscriminatory Policy as to students 
to be recognized as exempt from Federal in
come tax. 

b Rev. Proc. 75-50, providing guide
lines and recordkeeping requirements for de
termining whether private schools have racially 
nond1scrim1natory policies as to students . 

c That the purpose of reQueshng the 
specified information is to sscenain whether an 
examination is necessary in order to determine 
compliance with Rev. Aul. 75-231 and Rev. 
Proc . 75-50. 

Cbntrerce Clearing Hou;e, Inc. 
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d That the information is being re
quested in accordance with the p,ocedures 
9P&cified in Income Tax Regulations 301 . 7605-
1 (c)(2) . These procedures provide, in part, that 
before concluding an examination is neces
sary, the Service will attempt to obtain neces
sary information by written request to the 
organization. 

3 At a minimum, the following specific 
information will be requested trom tfle school-

a Does the school have a racially and 
ethnically nondiscriminatory policy as to stu
dents by statement in its charter , bylaws, reso
lution o! its governing body, or other govem,ng 
instrument? If "Yes," in what document is the 
statement made and what iS the specific lan
guage of the statement II "No," explain. 

b Has the school publicized its racially 
and ethnically nondiscriminatory policy during 
the periods of sohcitatlon tor stodents or, in the 
absence of such a program, during registration 
periods in a manner that makes such policy 
known to all segments of the general communi
ty served by the school? If "Yes," describe. 
Also, if such policy has been publtcized by one 
or more newspaper advertisements, furnish a 
copy of tfle most recent advertisement . If the 
school did not publicize its racially and ethnical
ly nondiscriminatory policy. explain. 

c Does the school include a statement 
ot its racially and ethnically nondiscriminatory 
policy in all brochures and catalogues deahng 
with student admissions , programs, and schol
arships. and include a reference to this pohcy in 
other written advertisements used to inform 
prospective students of its programs? If "Yes." 
submit all brochures, catalogues and other wrn
ten advertisements used during the tast aca
demic year rt the school is not currently in ses
sion, or for the present academic year if the 
school is currently in session . If "No," explain. 

d If the school atfihated with, related 
to, or directly controlled or supervised by a 
church, or a convention or an association of 
ctlUrches? If "Yes," is the school separately 
incorporated? 

e Does the school discriminate in any 
way on the basis of race or ethnic origin wrth 
respect to students' rights or privileges. admis
sions policies, employment oi faculty or admin
istrative staff , scholarsh,ps or other frnancial 
assistance , educattonal policies, use of facil i
ties, athletic programs. or other extra-curricular 
activities? If ··ves," tc any ol trie foregoing , 

scribe the action, if any. that supports such 
conclusion. 

f Does the school receive any finan
cial aid or assistance from e governmental 
agency'? Has the school's right to such aid ever 
been revoked or suspended? If .. Yes" to either 
of the foregoing, explain. 

g Does the school maintain records 
indicating the racial/ethnic composition of its 
student body, faculty, and administrative staff, 
records sufficient to document that scholarship 
end other financial assistance is awarded on a 
racially and ethnically nondiscriminatory basis ; 
copies of all catalogues, brochures , and adver
tising dealing w ith student admissions , pro
grams, and scholarships ; and copies of all ma
terials used by or on behalf of the school to 
sohci1 contributions. II "No'· to any of the fore
going, explain . 

h Submi1 representative copies of all 
materials used to solicit contributions during the 
last academic year if the school is not currently 
in session, or during the present academic year 
i1 the school is currently in session. 

i Have any statements been made af
ter November 6, 1975, purporting to be on be
half of the school . that are contrary tc, the 
school's publicity of e rac,ally and ethnically 
nondiscriminatory policy as to students? If 
"Yes," has the school publicly disavowed or 
repudiated such statements , to the eX1ent that 
the school or its principal officials were aware of 
such statements? Explain . 

j Provide data sric,wrng the racia l and 
ethnic composition of enrolled students, oi fac
ulty, and of adm1n1stratrve staff a, the close of 
the last academic year , if the schooi 1s not 
currently in session, or for the start of the pres
ent academic year, if the school 1s currently 1n 
session . Atso, provide data show,ng the racial 
and ethnic composition of enrolled -students 
who have received scholarship ar.d loan funds. 
end the amount o! such scholarship and loan 
funds. (This data may be an estimate based on 
the best information readily available to the 
school, without requiring studen: appl icants . 
students, faculty or administrative statt to sub· 
mit information to the school that the scnool 
otherwise does not require . To the eX1ent that 
any of these categones 011nformat1on has been 
included in a report(s) liled with an agency or 
agencies of Federal , Stale or local Govern
ment, copies of such report(s ) will be accept
able rt current wrthin one yea, .) Describe the 

explain . 11 ··No" tci any ol the foregoing. de• MT 7(10)00-75 
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method by which racia l /ethnic composition is 
determined for the school records or Govern
ment report purposes 

4 Upon completion of the pre-examina
tion procedures , the organization will be fur
nished an appropriate lener. If the organization 
has satisfactorily furnished the requested infor
mation and it is concluded that no examination 
is necessary, the organization will be furnished 
a letter repon that the Service 's inquiry has 
been concluded . that i! appea~s the school has 
complied with Rev . Rul. 75-231 and Rev. Proc. 
75-50 and. therefore , that no examination is 
necessary. If, however, i1 is concluded that an 
examination is necessary to determine compli
ance with Rev . Rul. 75-23i and Rev . Proc. 75-
50, then the organization will be so advised, and 
the advance not if ication procedures of 1AM 
7(10)71 will be followed . 

5 Reporting of Examination 

a A report of examination described in 
IRM 7(10)64 wil l be prepared for all nonchurch
related school examinations, and for all church
related school examinations conducted be
yond the pre-examination proceoures. 

b In the case of church-related 
schools that are not separate legal entities, the 
examination generally wil l be liim1ted to deter
mining whether the school 's operations comply 
with th1:: racia lly nond iscriminatory require
ments . Therefore , th1:: 1::xaminat1on report 
shoulo also be so limited. The report will be 
issued to the lowest church organizational unit 
which operates the school . If the examiner is 
unable to determine the lowest church organi
zational unit, or if other questions anse In con
nection with the issuance of the report, a mem
orandum should be prepared and sent to the 
National Office, Exempt Organ;zations Divi
sion , (At1entton: E:EO:E) summarizing the facts 
and circumstances involved and requesting 
clarification as to who should receive the exam
ination report. 

7(10)72.2 (f?-2-0) 

Review of Private School Cases 
EP/EO Division will review all private school 

examinations including those cases in which 
information obtained under the pre-examina
tion procedures in 1AM i(l0)71 constitutes the 
aole basis for delerminrng tha1 the school ap
pears to comply with Rev Rul 75-231 and Rev . 
Proc. 75-50. 

7(10)72.3 (f?-26-80) 

No Change-Corrective Action 
Cases 

(1) A school must comply with the require
ments of Rev. Proc. 75-50 in order to demon
strate that it has a racially nondiscriminatory 
admissions policy However, the Service 's ap
proach is, and has been, to avoid applying rules 
mechanically in an area that requires careful 
jud~ment of all facts and circumstances. Thus, 
where the history ol a school and the surround
ing facts and circumstances indicate that the 
school has e racially nondiscriminatory admis
sions policy, revocation of such school's ex
emption on the basis that a particular requir&
ment of Rev. Proc. 7~0 hes not been met may 
be inappropriate . Rather, the appropriate ac
tion may be to give the school an opportunity to 
take corrective action to conform to the particu
lar requirement of ·Rev. Proc. 75-50. For exam
ple , if information obtained in a private school 
examination demonstrated that the school, by 
reason of its racial constituency or other facts, 
practices a rac,ally nondiscriminatory admis
sions poltcy, and that the school has satisfied all 
the requirements of Rev. Proc. 75-50 except 
thal its brochures do not contain e statement 
concerning ,ts racially nondiscriminatory ad
mission pohC)- . the appropriate action would not 
be revocation, but rather to have the school 
revise the brochures to include the racially non
discriminatory statement. 

(2) EP/EO key districts will establish a file for 
ensuring control over timely follow-up on pri
vate school cases involving corrective action. 
These follow-up procedures are also applicable 
10 pre-examination cases described in 
7(10)72.1:(1)(d)3 , where it is concluded that al
though no examination is required, certain cor
rective action is necessary. 

(3) In all cases where & private school has 
agreed to take corrective acbon to conform to 
the private school compliance requirements of 
Rev Proc. 75-50, the specialist will prepare a 
no-change let1er which advises the organiza
tion of the nature of the corrective action that it 
has ag•eed 10 take . A copy of the no-change 
lener wi ll be placed In the control fiie (referred to 
in (2) above) for follo .... -ui:; action within the year 

7(10)72.1 MT 7(10)00-75 following the year of the examination 
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4•) Follow-up eC'tlon i! manaatory on ell cas
• invotving c:orrectTlle ect10n The follow-up 
~n may t:>e an euminabOn, it warranted. or rt 
may simply involve contactino the prrva1e 
achoo! ano aohcrtmg oeriam information. FC'! 

~!T'lple, i! ttM! correctrve action II similar to th8 t 
oes-..-i,bed in (1) aoove wtiere the pnvate school 
has given assurances tt111t Mure broctlures wil! 
contair, 11 statemen1 conceming its racially non
discriminatory admissions policy. contacting 
!ht- prrvate $Cl'IOOI and s.ecunng the brochures 
may b6 aoeQuate . 

(5) Time 11xpendec:: or. follow-up activities 
not lrTVOMl'>w 8'1 exam1r-.snon wi!i be charged to 
"-C'!Mt}- Code 313iOO (Ctas.smcat>on) . If the fof. 
tow-up activity invotves en examination. time 
eicpenoec should be ct,aq~ed to Activity Code 
339100 (PrTVate Schools). 

(6) At\er the follow-up action has been com
l)letec, the $p&Cl8.lts, wili ·mak• a notii on tile 
copy of~ no-c:harl9e letter indicating the na
Uii of the fol'°"'-up act>on taken, thii results of 
1he follow-up acuor,, anc the daie of tn11 acnon 
was comple\8d. The copy 01 the no-etiange 

._tter will b6 marntained in the control ftle tor 
~ years et\8" wh1eh 11 will be maoe a pan of 
1he aominiSt'atrv6 file . 

(7) Follo,.;-up action with respeef to church
related SChoo!s will not construJle an axam1r..e

aion tor purpose, o1 the chureh-ret.ated school 
examiJ'\&tlOr\ progra.'Tl unleu such follow-up ac
tion invo/v8$ the~ of inqi,Jlt)' 9pecified in 

7(10)72. 1:ti)\d)3. 

(8) Folto .. -up ectiori with respeet to non
church act'IOO!s wit! not constitute ari exam,,,. 
tion tor purp,oees of IN nonc:hurch lehool e1.
amina\JOl'I P"091'arl'1 unlesS such fol~-up ac
bon rewit! 1n I tvl; e:ir.aminabon of tne scnool's 
~borl!.lkf"lde~. 

(9) S4,ctiori •.OB of Fith. Proc. 75-50 pro
~ th81 tailvr• to comply with the gui()elrnes 
wil: ordtnanly rnuh in proposed re-,,oc:at>On of 
eumpt,or1 TJ,.,.efore. where a acnc,ol will not 

~ tc :ai.1 c:onectrY• ac:tio" necesaary to 
comply wre', h OIJ!Oell,._, proposed aeh'r.M 
ac:tior> woad be ~i,d. t-1~. ~ 

CbJb1 e:asts as to wria I ii the appt'Opl'lllte ac
tior, , the ~IS'! ll'IOLJIC ~) tectvwcaJ acJ. 
w;,e in .a:or-oanc• ~ trla proced\195 O&-

(10) The corrective ecnor; approach ii not 
intenoec, tc b6 U54t() where revoc.attori aet10n i6 
appropna1e As 1nd1ca1eo in (PJ at>ove. conec
tiv6 actiori is applicabl€ O'lly where all the taru 
end circ.Jmstence! indicate that the achoo! 
practices I racially nondii,criminatory policy 
With respect to St.Jdent~. notwimstanding mat a 
pa."'t>CUla1 reciuirement of Rev . Proc. 7~SO may 

not have been met Howeve,r, where upon com
pletion ot the examiriation and all a0m1mstrauve 
appeal procedures, the tacts anCI circum
stances &OeQuatel1· sho,,, ttlat i school has 
actually pract>ced rac'.a' cltscrimir.atior. , exemp
tion should be revoked even thovgr, the school 
may apree to changE- its policy and practice in 
the future. For example, if i1 is founc tha1 a 
school has in feC'1 rej&cled cuahftec a,pphc:a:its 
tor ad!'Tltsi.ion solely on th6 basis of the,, racial 
Of ethnic backgreund, trier, axemptiori should 
be revoked tor trlose years in which tt,e viole• 
1>or'ls occurred. This i5 true notw1thstand1ng tha1 
the s..."'hool agree~ to taice S1eps tO change i1 
nacialt)' di!ICT'lminatory pohey in the Mure. If trie 
private school's ex&mpuori is rev~ed. it may ot 
course raapply tor recognition of exemption un
der tne procedures outlined iri Rth-'. Proc . 72~. 
1972-i C.B. 706, after it has taKer; the n«:e&
sary corrective action . 

(ii) The Situlltiori oescribed in (10) above 
cor,cemin; ~n of apphcanu 1or rac,a/ or 
ethnic reasol'I! would atsc appear to warrant 
initiating action to susPend ac:tv2nce a95urance 
of oeouctibility of contribl.ltions in ac:cordaP"fce 
witt'I the proceduret Ol.ltfined in F!@'llenue Proce-
0ur11 72-39, 1972-2 C.8. 816 . Suet, suspension 
action stlol..tld be rnitlllted a! soor, as the infor
mation ts "8vel~ which raises serio..tS ooubt 
conoeming the orga,"liZatior,'s continued Quali
ficatlO!'I to- exemption. 

(12) The Unn.c States °'9tric1 Couri tor the 
OistTiel of Columbia h~ oroere~ specific guid6-
lines and recordkeepmg r&Quiremems for Mis
sissippi pnvate schooli Grwn v. Connally. 330 
F. SYpp. ,,so, aff'd s.Jb nom. Coif v . GrHr; , 4~ 

U.S. iQ7 (11171) The corrective actlor; approach 
is no1 appropria1e #here a M1ssis.sipp; pnvate 
achool is found not to meet tr.e r9Q1.11rements of 
1h11 Courr• crroer. Where it is oetemuned. atter 
cornpiebon al the examination and all admims

trami1 appeal procedures, tl"le1 tne reouire
ments of tne Court's oroer have not been san~ 
fled. the pn-.,ate aetloo!'• exernp, suitus should 
be~ed 

ac:nbed m ~.. Proc ~. ie-:,3-, c.e. 1~. VT 1110>00-77 7110)72.3 
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(5) Sp.c:ialist! may uamirie lists coniaining 
N!'T'Mt, 01 p.irchase!"! of all999d cl'lurcl'", cnar 
~ c,, individuals cla1mrng mrnistens l suitus 

from al~d churche~. third parues c,, other 
dMsrons O'I tr'Mi Ser'YtC5. ~ list may be sought 
from a church in its capacity as a tturo-perty 
witne~ In srtJetrOl'lS where ttlE w hat><lrty o! 
tf'IE, al~ cli.1rch is a1 issL>£ . 1 ltst 01 the al
legeo churct1 's Charter purchase~ may be re
Qr.>eSted in a pr&-eumination tener or during er, 
eumn,atoor, pro.noec: tnal the lrst me)' be relE-
lfanl lo ascer.arning ttie tax liability cttt-,e church 
under exem,,atio:, end ?Nil ascertaining the ta, 

liabitrry al the aH8Qeel cnurch is a purpo!>E for 
Teouestin~ ttie lis:; howeve! . NabOnel Office 
authori:utior. (E :EO:O:P) will be obtained in 
wming pnor to 5-king such a list 

16) ~ny proiecl unoertJ!ilen to ide:,tity et
~&d churches 2!1d ,ndNiduals rnvoh..ed m ma.ii 
orcie' mimsm~ must be aLlf'tlor:zed ir. accoro
ance wi&, trl€ prOC&dur~ O\Jtlined rn !Riv' 7900. 

7(10)75.3 (l>-2Cr-?'9) 

Cwim11 to Chure!'\ Status 
(i) Un0&1 !RC 508(C). churches are not~ 

QUireo to apply for recognition of e:,;emptio!"i 
Witt": ~ Serv,c6 ir, orde! to c,e tree1ed as being 
described ir, IRC SOi(c)(3). If a churcl"; meets 
the r9Qu1rem&nt$ 01 IRC so, (c)(3). i1 is autometo
call)- exempt tro!T: FtKM1ral income tax 

(2) The tiltng of er, ,ncomp1e1e Form 1023 or 
the fiirng of e Fom-.1023, Apphcano!"l tor Recog
nition o! uemptior .. ma1 fails to establish an 
organizabOr,'s exempnon under IAC so, (C)(3) 
does not atte-=1 tne or~niUtior,·! entit~ment 
to ciaim church statu~ end the &PPlicanon 01 

IRC 760S(c) concerning restnctions or, the ••· 
amrnation o! churches 

,3) Ar, rf'ldrvidu.a l may cialm e cilarttab1e con

tntx.:t>or. oeouCPon tc a Church that he.~ not 
t,e,en recognize-:: bv tl'l6 Service as tax exempt 
Such oeduc:tion I! no1 llarT'ed merely because 
rt\& church has nev~ appiied for recognrocm o1 
eremcr. status S1m11ar1y, wher, an organ::z.ation 
hu apphtte biJ1 ha5 not ;,rcvioec the ServtcE 
"""'1'tl i...zfficier,1 1nformabor, upon which to make 
a tavorable determin,tion of exem;r. satus. a 
charitable oeouclion is nof automatically 
barred. 

7(10)'75.• ~75/ 

Coordinated Procedurea 
Generally 

7(10)75.41 ~75) 

Cool"dtn.tion of IRC 170{c) 
Deduction Ca.es 

(1) If an IRC HO Geduction ha~ t,e,er. oiw,I. 
lowed beceUSc th6 1nd•V10ual c:laim,ng the oe
~,, ma66 tilt CO'ltnbl.ltlon ir. the eicpec:ta• 
tion of receiYtng beriefrt~ designed to, hrs/her 
marntenanee an(. oomfol'"L M wil: gE''leralry not 
be necessary tor the EF/EO ~on tc con
OUC'i a concurren: eemrnetion of the church. 
I-le-eve<. e reter:-.! usii,g For:,-, 53A6, E.xam1na-
110n lnt~e!lOn J:.eport wil : ~ made br th6 
£xaminauon Drvisio!"l tc thE; appropna1e EF /!: O 
t>ivision concerning examrnarior, 01 the ,r,. 
YOived church or re,ig10115 oroe, . This is for irr!or
r:"\8.ll01"1 purposes only . The ch:;!"C!", will be eu,,.,. 
iried only when. ii, the Judgment o! trlS EP/EO 
Orvrsion. suet-, examiT'li.bor. ~ necess.ar, based 
on SeMce concerns. Thti amoun! :;: Potential 
tax habitrry shouto not be a decrsive consioera
tion isolated tron-. other coneems. H ar, exami
nation o1 the churer, ~ conouc:tee. it will not be 
~ -for E.xaminabor, Oivisior, to suspend 
.ctosm~ the case until ttl6 EP/EO OMsior, has 
compieted action or; the re1errel. However, 
triere ahOulc be ciOH coordination to insure 
that thE- ease is not litl~at&d prematurely . 

(2) Ir, aome instar,ces an inciividua l may 
ctain-, trle"1 he/she rs entit>ec: tc the parsonape 
aJIOWBncE exciU5io~, frorr, rncomt unoer !RC 
i07. In suer. C&JI& . E.u:-n,natior, DMS1or, will 
determine wriethe~ the ind,..,idua1 Mes per
tormeo services ttiat are ordineril)' the dlJtles ol 
1 m1nis1e: of the ~ : 11 it 1s oe1erm,neo ttla\ 
the if'ldrvidua' has no1 per1orme-::' servi~ trial 
are ortlinaril~ the OUties o! a m,mster o! trie 
QO$P61, it wil l not be r-.&C8SS&!')I for EF/EO Drvi-
1,101"1 to examrn& the churcr, I! n is r.ecessary to 
oete'.TT'line •hethr services are pe!'iormed in 

acc:ord .. rice witr: the teners ill"IC practice5 o! the 
ch1JT"cr1. a retera1 using Fom: ~:"4€ wil! be made 
by E.xaminatlOr, t)Ms,on tc th~ ._,propnete EP/ 
EO Orvisio!'I tor a conc:uTTen1 eum,nat,or,, 

MT ?(10)00-n 
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(3) Where Examination Division proPQses to 
disallow an IAC 170 oeduC'tlo'1 on the grounds 
that tne donee organizanon 1s not described in 
IRC 170(c). a referral using Form 5346 will be 
mads to the appropnate EP/EO Orvision . The 
donee organization snould . if pc,ssible. be ex
amined concurrently with the IAC 170 deduc
tion . Cases currently in Examination or Appeals 
Otflces that are in some state of appeal and tnat 
ha11e not previously beer, coordinated witti tne 
approp,,ate EP/EO Division, wili also be re
ferred to EP/EO Divisions using Form 5346. · 
EP/EO DMsion shoulc immediately begin to 

.examine these cases. E.xam,nation or Appeals 
office~ will be suspending the closin; of related 
case!. unti l EP/EO Divis.ion! have completed 
41ct1on on such referrals. except wher, closing 
action is required to protect the interests of the 
Go11emmen1. Accordingly expeditious handling 
.of such cases is required. 

7(10)75.42 (~79) 

Coordination of A.uignment of 
·tncom~ Cases 

(1) Situations may arise in which an emi:iloy
ee cla.lms a "vCJ¥,1 of l)Overty" and either 8SSlgns 
.pan or all of his/her earnings to a church that 
he/she has formed through the purchase of a 
church charter and ministerial certificate. In 
such case. the indrvidual whose principal aeuvi
ty is tnat of an •mployee can ha11e his/her 
income determined wrthout an examination of 
the church wnen he / she is employed by a party 
Other than the church . Under these circum
stances, E.xam1natior: Division may complete 
the case withou1 s concurrent examination cf 
the church by EP/EO OMsion However. EP/ 
EO DMsion will be notified of the church's e,as
tence for information purposes only. 

(2) An Individual may claim to ha11e assigned 
income, donateo NMCEIS, or transferred bu► 
ness aciMty tc an organiZation. claiming to be a 
church. II E.xamination Drvision can determine 
tl'\6 amount of the individual's income without 
resort to t!ie church's books of accoum.. tiwy 
should continve with the examination. A referral 
using Form 534€ . E.xamination Information R• 
pon.. will be made to the appropnate EF' /EO 
OMsion cor.cem1ng the involv.c! church . Thia is 
tor intormation pul"PONS oniy. II it bec:Omes 
necessary tc examine thf< cnurct\'s booKs of 
account s referral using Form 53AS wil l be 
mads tc the appropriat& EP / EC OMsion for a 
concurren1 examination. See IA.._.. 7(10)71 .21 

and E.xhibi1 7(1 0j70-5 for a oefinttion and ex.em. 
pies of church 'books of account. · 

7(10)75.43 ,_?'P) 

Coordlnat~ Service Pr~duree 
(1) Regional and Drst!'ict representatives 

from EPIEO. E.xamination , Crimirla: lnvestlga
tior,, Coliectiori, and District Counset shal l meet 
no less than qua:terty to disci.1ss de11elopments 
in the program relatmg to exami:-iatior; of al
leged churches and related indrvidua!s and to 
discuss problems that arise . 

(2) Information from Collection and Cnminal 
lnvesti~tion Divisions conceming tax abwse 
schemes of the general class des.=ribec in mis 
section should be carefully screened and as
signed for examination by EP/EC Division 
where appropnate. 

7(10)75.5 p-a-,!j 

Procedures In 'Mail Order 
Ministries' Examinations 

(1) The pre-examination procedures set 
fortrl in JAM 7(10)71, Churches or Con11ennon or 
Association of Churches, will be followed when 
examining organizations of ms general class 
desc:ribec in tn1s sectiOn (mail order.- ministries) . 

(2) Referrals on Form 5346 trom E.xamina
tion Divisions will be reviewed by the Chiel, 
T.ctinical Staff. When it is determined tnat ex
ammat>On is reou1red, the case will be assigned 
and given pliority consideration Ch1ef, EP/EO 
Division, will report to Chief, Examination Dilli
sicm, (or District Director ir. streamlinec: j is
t ri ct s) Quarterly on the status of the 
9X81Tlinanon. 

(3) When EP/EO Drvision 0ecides, after re
view o1 Fom-, 5346, or • r&Quest for collateral 
examination. that an examinanon should not be 
conducted or should be terminated prior to res
olution of a related examination being condue1-
ed by another Division. the interested Division 
will be inlormed within 30 days of this decision. 
In the event the interested Division desires that 
the mat1er be reconSidered. the maner will be 
r~ed and resolved oy tne DMsion Chiefs, 
the District Director, the Assistant Regional 
Commissioners and the Regional Commission
~ il'Tllolved. in tne order nemed. Every et!on 
will be made to res.otve the maner at the lowest 
pouible le11el. Since a tax abuse scheme 1s 
involved, tr-ie amount of l)Otentia! ta,: liability in 
controv&~y snoutd not be a decisi11e consider-

MT 7(10)00-n 7(10)75.5 
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ation isolated from other legitimate Service 
concerns. 

(41) When examining an organization in
volved in the sale ol church charters and minis
tenal certificates, the issue of whether the orga
nization qualifies tor tax exempt status under 
IRC 501 (c)(3) should be considered. In addition, 
the issue of whether the sale 01 these items is in 
turtherance of religious purposes under IRC 
soi(c)(3) should be raised. Examining agents 
should look to such issues as whether the Orga• 
nization is organized and operated exclusively 
tor exempt purposes: whether i1 serves private 
nither than public purposes: and whether its net 
income inures tc the benefit of any private 
shareholders or individuals. If the issue of ex
empt status is consioervd in a C8S8 involving a 
tu abuse scheme, technical advice proce
'dures should be utilized, as described in Rev. 
Proc. 7~. 1973-1 C.B. 7,541. 

(5) In order to be recognized as a religious 
organization oescribed in IRC 501(c)(3), an or-
98nization must establish that it is in fact "reli
gious"; tha1 it is organ12ed and operated in con
formity witM the basic principles of charity law; 
and that it does not violate any of the sp&Cific 
prohibitions of IRC 501(c)(3) and the regula
tions tMereunder . An organization will be con
sidered "religious" only if its members have a 
sincere and meaningful belief in whatever doc· 
tnne 1s espoused, and this belief occupies in the 
lives of those members a place parallel to that 
filed by God in the lives of tradrtionally religious 
persons. Under the First Amenoment. the Serv• 
ice is pr&c1uded from considering the content or 
sources of a doctrine which iS alleged to consti• 
tute a particular religion, and can make no a1-
tempt to evaluate th& content of whatever doc• 
trine a particular organization claims is reli• 
gious. However, a mere allegation that a specif
ic doctrine is rehgious is not sufficient to warrant 
that doctrine's designation as a religion. 

(6) When examining a church of the gen•ral 
type described in this sectior., examining 
agents should be ale!'1 for evidence tnat income 
assigned to the Church or order by an individual 
has beer. set aside tor, or used tor. the benefit 
and •njoyment ot the individual. Suen evidence 
eould indicate inu~t of the organization's 
earnmgs. and would be relevant not only to the 
issue of exempt status unoer IRC 501(c)(3). but 
als.o to the deductibility of the assigned income 
under IRC 170 as well. 

(7) Revenue Ruling 78-232, 1978-1 C.B. 69, 
provides tnat an 1nd1v1oual who claims tc be a 
minister, organizes a church, deposits saiary 
checks for salary earned from outside employ
ment in the church 's bank account. and uses 
the funds of the account for IOdg1ng, food, cloth
ing and other living expenses, is not entitled to a 
charitable deduction under !RC 170 tor the 
amount of the salary checks. Under the circum
stances described, allowance of a charitable 
deduction was prectuoed not only because the 
benefits which the doner reasonably expected 
to obtain by making the transfer were sufficient
ly substantial tc provide a quid pro Quo for it, but 
also because the donee "church" wa~ not a 
qualified recipient under !RC 170{c)(2). The 
facts of the case indicated that the donee orga
nization was operated for the pnvate purposes 
ot the taxpayer, rather than for exclusively ex
empt purposes, as required by the staMe. Fur
thermore, since funds of the donee organiza
tion were used by or Or! behalf of th& taxpayer, 
there was inurement of the type proscribed by 
the statute. 

(8) Revenue Ruling 69-266, 1969-1 C.B. 
151, similarly provides that an organization 
formed and operated by its creator essentially 
as an attempt to reduce his/her personal Fed• 
eral income tax liability while still enjoying the 
benefits of ht$/her earnings, is not exempt un
der IAC S01(c)(3). Like the recipient church in 
Rev. Aul. 78-232, supra, the organtZation was 
operated tor a private purpose, rather tl'lan tor 
exclusively exemp1 purposes. 

(9) A aummon~ may be directed to the orga• 
-nizabOn under examination or to a third party 
recordholder, i1 necessary, to obtain intorma
tion trom recorde ol correspondence or final"f
cial records. All such summonses propcsed to 
be issued by EO sP9CialistS should be submi1-
ted to D1stnct Counsel for pr&-issuance review. 
Se6 also IRM 7(10)71.41:(6) 

7(10)75.e ,~1,1 
Illegal Tu Protester Program 

7(10)75.61 ,~,.,/ 
Background 

(1) Under the Service's Illegal Ta,: Protester 
Program, certain uniform procedures and 
guidelines tor detecting, processing, examining 
and investigating illegal tax protester-type doc
uments and activities have been established. 
FOi' ?Ur"POses of this program, an "illegal tax 
protester·· is • person who employs one or 
more illegal schemes that affect the payment of 

7(10)75.5 
Internal 
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(2) The repor1 is to cover only those organi
zations identified under this project 

(3) A negative report, if applicable, is 
reciuired. 

(4) Information on the operation of the Illegal 
Tax Protester Program. in narrative, which will 
assist in the monitonng and solution of potential 
problems. In addition, intormation should be 
provided relative to new schemes and/or new 
techniQues and the spread of a promoter's 
scheme to other districts/regions. Any new de
laying tacncs, administrative and/or coordina
tion problems, ano other items of interest (ac
complishments: set-backs: etc .). 

(5) The repor1 &hovld be forwarded to -the 
Director, Exempt Organizations Division 
(C:EO:E) Wlthin 20 workdays from the end of 
each calendar quarter . Repon symbol NO
CP:Ct-62 controis this report. 

7(10)75.7 (6-20-79) 

Referrals to Criminal Investigation 
Division 

(1) EO specialists should be alert to potential 
fraudulent schemes employed by mail order 
ministnes. Some of the fraudulent devices used 
include the following: 

(a) Keeping a double set of books, 
(b) Grving of false inforrnationidocuments 

to the examining specialist: 
(c) Concealing or destroying financial 

records; 
(d) Closing OUl checking and savings ac

counts at banks and thereatter conoucting fi. 
nancIal affairs in currency; 

(e) Disguising income from an unrelated 
trade or business as nontaxable income; 

(f) Controlling and using funds In the 
church bank accounts by the reputed minister 
tor his/he, own benefit: 

-~9) Using funds claimed as contributions to 
the church for personal use of the reputed min
ister: and 

(h) Falsifying application forms which are 
signed under penalties of per,ury. 

(2) If, during an examination of a mail order 
ministry, an EO specialist discovers any firm 
indications of po1ential trauoulent schemes, the 
specialist will suspend his/her activities and 
prepare a Form 2797. Referral Repor1 tor Po
tential Fraud Cases , to the Cnminal Investiga
tion Division. Six copies of Form 2797 will De 
prepared. One copy 01 the repon is retained 

with the case file . The original and five copies 
are forwarded through the group manager to 
tne Chief, EP/EO Division, for comments and 
signature. One copy is sent to the Examination 
OiviSIOn. The original and three copies cf the 
repon will be transmitted to the Chief, Criminal 
Investigation Drvision, (or Otstnet Director In the 
streamlined districts) in the district in which the 
entity/taxpayer is located. The remaining copy 
is retained in the EP/EO Div1sicn·s referral 
pending file . A separate Form 279i will b6 pre
pared tor each person or entity involved. See 
also 1AM 7(10)85, Fraud Procedures. 

(3) When a speciahst is reQuested to pa!"tlci
pate with a special agent in an invesnganon, the 
Ct11ef, EP/EO Division, will assign either the 
refening or another specialist. Any disagree
ment between the Criminal lnvestioation Divi
sion and the EP/EO Division , as to- whether a 
specialist should be assigned to cooper are wrtn 
a special agen1 in an investigation, wil! be re
sotved by the District Director of the district in 
which the entity is located. 

(4) If the Criminal Investigation Division ac
cepts the reterral for investigation, the conduct 
of the investigation becomes the responsibility 
of the special agent, and the EO specialist will 
not take any action on the case without first 
consulting witr, the special agent who is as
signed the investigation. 

(5) If ar. EO specialist learns that an as
signed case involves a taxpayer that ls the sub
jec1 of a crimrnaJ investigation, all activity or, the 
case will be immediately suspenoed. The spe
Ciaiist's group manager will consult wit"' the 
Criminal Investigation Division concemrng the 
continuance of EP/EO activity on the case. If 
.agreement to erther continue the suspension or 
to resume EP/EO activity on the case cannot 
be reached at the group or drvisiora level, the 
issue will be decided by the Otstnc1 Director. 
Where more than one District Is involveo, the 
District Director having jurisdiction over the 
cnm1nal investigation will resolve the Question. 

(6) In cases that are referred tc the Cnm1nal 
lnvesngatior. Otv1s1on, the specialist will sum
manze the results of the examination and in
clude this in the case hie It 1s espec:.;lly impor
tant that statements made by the 1ndIv1dua, with 
whom the examination was conducted . be ac-

7(10)75.6~ MT 7(i0}00--77 curately documented in the case file . 
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J(,D)?S.I ,.,_~ ,,. 
Appl1e•l1on of PPr\att,~, 

(1) P.,v•1~ lhe>vlO t,t, CO<'l~~•td b~ fl'\E> 

•••"""'W' al'ld aUt"l"lf'O Wl'lt'l'I ap;,,ooro•te 'Tn1s 
.e.1t-.-mo"-11on .,.,,, t,e rrwtOf' on a cas.e-by-cas.E' 
•••5 The tacu al'\d circv'Tlr.llnces ,n uch 
caM ,..,11 povem tl'ie ,mposrt,c,n of a penalt)' 

(2) GJ!Oelir)tlr, 10 be u5ed ,,., ,,.._ a:,pI,c, 110n ot 

the M9hge'lCe ~!'18ITr '"'POH0 b~ IRC 6ES3ia.) 
a,e to.,.,no ,,, IR!v' •se::i , 

la! Eom1--.e•1 51'1o.ito not he!.itate lo rec• 
c,,n~no ane"\1on 01 the ne.gu~e"lce ~na.ltr ,n 
.app,opna.tt CB!U!S 

(b) 'Tt.e w,oen of p•oc! 1r. a r>eglige,..,ce 
pel'\all) cai.e" !'he wme I.:,, !he :a.xpaye, as ma 

•tra'9"'! ~f1Cof'"lCy ·or ?>vtrass.essi-nenl 'CaSf' 
,(3 1 Cntr.-11 for a.u~'Tmg crvrl !rt.VO penen,es 

.,.. tOU'\O m IRM 7('0>&{, 2 

1•1 C,..,11 trauo peria•t•~ sl'\OLIIO l'\0! ~1'ecom
,,,._"IC)e() or, C&M!• -n,cr, r.a-,e rie1 beot!tn referred 
IO m. Cn"'1na, ,,,-,,~tion D,v,1,,on 

tSI C-1 ~.attie, otr-oer ~" trauc'may be 
,aci,pitll() 1~i,ge~. o.;il'lo..,ency. •tc .l f-ic,.-.. 

...... ft Shollld be t,Olec! tn.11 ~ I 50,r. 'CIV~ 

tra.Jd pel'll"Ty " apc,1,eci, IAC NebOn 66S3!dl 
pr01•11b11s tl'lt app1ica1,or, of the CktlinQL1ene~ 

penalt)· •111'1 respect to 11'\t same 
~,'f'ne!'II 

~) 11 appl,c&blt . the P"Vllf fovr,danor, ••· 
=aw ta.,res 1,1n09r Cnapte• ,;> •nd ,..,at.a Code 
provIa,ons 1l'lo1.1td l>e considered S•e ll=IC 
509(b) and uct,on 1.S09(b\-i 01 th-e 

T9glllat10ns 

1(10)?5.t ,~~r,. 
~iracy 

(1) S.ct,or, 2. 1 e U . S C , Pril"\C'IPII •s, prov,oes 
"ta) Whoeve• co,.,,,,.,"$ er, ottens.e aga•ns: 

th• L)n,tao States. o, ••d~ . abel~. COU"1SfiS 

CO"'IITll"0~ . induce~ 0 1 procure~ ns comm,~-

11101'\ , " P-'n1sl'labIe •s a prll'lc:pe' •· 
"(b) Wl"\o,pve• ...,111..,11y c • ..,~e~ ar, ac1 tc bf 

dOl'lf, which 11 Clirec11t pel'ID'rr.e:: bt 1'11m 0! I" 

Other WOClld bl- In Oll!'ln~f a"11,.,S\ tt\E' Ul'l•teo 

State~ rs p1.1"l1,~ble u a p"lncIpe : " 
(2) Sect,or-. :n1. ,e u'S C . Consp,racy to 

Comm,! 011en1,e o, lo ~tr1L1C United Sta.1es 
p,c,,.,,O.s 

"ff t,,,,o or more Pf'SOr"tS COnSPllf f'II~• 10 

c;ornmrt an, e>t1~nw •"~•n&t ,~ un,1ec S111es 
o,, to oeirauo tl"IE< Un,1eo S.1~,e~ o• •"> •~en.: 1 
V...ept tr, any rn...,.,., or 10, •••y p..,rpow ano 
~ o• rtl01t 01 ....Cl", ~ •i.on~ oc, an)· an 10 
•t1•C11ht, ot>•c1 ot the con~o,rac • ••cl'I tl'II " 

bf> l,nr0 P\01 more INI" !,O.OOC O• '""''<S.0">f:: 

no: mo,£ lhe,., f,-,e yea·~ 0 1 botr, 
"If , h(:,we-.-e• . fl'le c,ltens, . the co..,...,,H ·:>· 

of wti1cl", rs 11'\f ob1eC1 of !ht- con,p,,a,cy c~ 1 

,,,,soe"neano• only . the pvn1shi,,er-,1 to• .,..,~• 

COl'l&p•r■ cy Illa'' !'IOI ex~ed I~ ,,.._.,m..im p.;• 
•nrnel'lt pro,n(jed to• ~eh ,,,,,~...,. • .,o, · 

(3) In the covru ot col'IC..ic11ng •••"'·,.,;, 

11e>ns. EO apec11hsts "'•r encovn1e• t1a9r11r-,1 

Sl\l,/al10"1l wh1cl'> llppear IC~ 1r, con:ravenI,c,r
OI fhE tr,tema ! i:.e•t!"lue l•ws ane te 1, .., ,~,,. tt,f' 

;,., ..... , ... c,! 1rtl'le• SeChOr"\ 2 or 371 c,; i•IIE 1E 

U .S C ti Of'emed a;:,p,op'121le the proce:i,re~ 

,n 1~1,1 7(10)75 7 . Rt1erT11~ IC Crirn,ne· fnves: ,. 

.,pat,on D11,,~,on . su;:,ri . stioulO bf foiloweo ,.. •~. 

,ea.peel 10 ,,._6 c•ses 

1(10)~.(iO) ,._,~ ,..,1 
~lo•ure "rovl•iona 

(1) tnvesh;at,ve o,~iosures m1ybe m11::ie 21f 

•.nt,oraeo by reg.il11t10"1s a;:,pro"ed 1.1noer Sec• 
uon 6103(~)(6) 01 the Code 

(2) Cert••n rulings.. df'1e'ffilna1,on lefle•s end 

11cl'ln,e1: wvice rnel'Tlor1l'ldl.lffl! reave-steo ac. 

-., Oc10M' 31 . 1976. ••e ~•c:t to pl.lt>ilc Cl,s 

etosu•t vnMr ..ine• IRC 9104 or~HC Pro~e 

~5 ec,r,cern,n; tne1e maners a•e cont11neo 

r. ~ CF!=. 50, 105(b)(S) 01' 2~ ~R 301 6~1~1 

C3i Le>CI ' Pubhc Affairs Sl'ICl Disc:IOJ,Lllf' Of , 

flees 5ho'11o be 1:,v,s.ed of 1,1g-.,11ct,.,1 oe-,e10p. 

""-nts relat,ng 10 mail 0tde1 m,n,slr,eg. i-L1Ch •~ 

revoca11cm, Ind coun oeei1,cns 

7(10)76 ,,. , .... t' 
Prohibition of C>iacrtmlnatlon by 
Soc~! Clubt-fAC 501(1) 

7(10}7'6.1 (1•1-t', 

tntroduetlon 
,Re 501 (,i. ,..f':,cl", was addee"by P1.1t- ' 1c La ... 

i4--!>6E:. p•ov,oe~ 1h1 1 a.r, or'-a,..,,2a1i::,r. ... ~,:~- ~ 

~1,cr.t>eO ,n tRC .S011cl(7) 11",a!i ,..,o: ~ e•e~;: 
lrom 1a.xaIIon 101 '"Y l&A&Ole yea• 11. 11 any 1,m;, 

c,.., ... ,,, s.ucl'I t&Jiible yea , '~ Cl"ll"'le' t,yl2JWS C" 

Other gove•n•~ ,n11>1.1men1 c,t lurr,, 011;2"11.:a 

l.c,n c,r anr -""1nen pohcy 1,1a1e..,e.,, ct 1u,r: 

1>•g1n,:r.a11on cont1•ns , ~•ov11,,c,n .,,..,,r • pre, 

v,oe~ 10, 011,u 1m,na1,on aga,nio, ant pf"~or, 0" 

,rw ba~•~ OI IICf: COIO• or ,.,,g.:,• fl IS e!'ff'.::I•~{· 

tor•" yea•, b6v•"l'""'lil atie• Oet:-ti-· ?C' t9"t 

•n 7(10JCl(). !IS 7(10)76.1 
Cbrmeroe Clearing lbuse, Inc. 
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88 1-81 Exanination Procedures 22,479-17 

7(10)76.2 '7· IJ-40/ 

Instructions ~ Gu~liMI 
(1) IRC S01(i) ahOuld be interpreted end ap

pi,9d lrterall)' That• TN Cooe reQ1.11remen1 has 
ti.er> met i1 an orpariizabon'ac:haner. t,yiaws, or 
OINc' ~ ig instrumem o1 any wrinen pc,hcy 
.sate~, ao.s not contain a prCMaion whtch 
pr"0Yioes tor oiac:nmina\JOt\ agamst any person 
en h buat of their raoe . C0601. or '91~1or-, . It i5 

not ~ to c:or,s,oer the actual c,perabOns 
al 1he orpanizal:IOn 

(2) Ari orpanization is not reQuired 10 have a 
p-OYilion tor nonorscnmination in its charter, 
t,ytaws, or other poveming instrument or in any 
pohc)- statement 

(3) 11 an orpa1"1Wlt>on'a Charter, bylaws. or 
other ~1ng instrvment or any wrmen policy 

·state~\ contain, a p,-ovislor. limiting rnem
br.ship to per50n5 of a particular race. color. or 
~ or precluding membership fol persons 
Of ar,y particular race, colo! or rehQion. ii does 
not QU!l)ify tor exemption trom Feoeral income 
lax. 

(A) Since IRC so,(i) ii not applicable lo tax
able )'MTS t>99inning ~fore October 21 , 1976. a 
discrimination provision in an organiUtion·s 
ec,verning instrument or eny writ1en policy 
statement t0< those )188rs would not be a beai, 
to, revoc:ation. However. whwe such diScrimi
naticY.l prCMSCn is found and the retvm tor the 

91Jbs.eQUent yea, has not t.en hlea. the orgen,
zat,on ahould be advi..a ,n ..,.,tong (1n exam,na

~n Ot no Chenge lene, repon JSSued to the 
orpanizahon) o! the n0f'ld,,cnm1na1ton raQu11e
rn.nt of IRC S01(1) Also . the key d,stncl shoutd
llka necessary action to Identity theH organ,
z11Ions tor 1uturt exemInatIon 10 determine 
c:omphanc:. Witt! IRC S01(1) The return tor the 

91.lbNQuent year ahould be picked uP tor examI
nat1on when i1 has been ftled 

(5) A notice ir,corporatonQ the poM1on of the 
MWS '91ease inued on January 11, 1977 , an
nouncing the provi5ion o! !RC 501 (,) was ma,lec: 

to all social clubs exempt trom Feoe•al income 
tax under 501(c)(7) in October 1977 . Wrtt-, re

SPeel to examinltton of y••~s beg1nn1n11 atte, 
Octot>er 20, 1976. revocation should be pro
pc,Md where the orpan1Ut1on ha! 1 d1s-cnm,r,a
tory·p-ovisaon in its povem,ng Instrvmen1 or any 
wnn.en policy statement. 

(6) Technical •<MCe should be rec:iuested m 
examination cases (involving years beginning 
after October 20. 1Q76) when an organiZat,on ·s 
cf\a,ier, bylaW$, or other governing instrument 
or an)' writlen policy statement hm,ts member• 
ship lo indivlduats of I pan.cular national ongm 
or ethnic group, but does not othel'Wlse present 
a dear C&58 of discnminehon on the basis of 
race. c:olo!, or reli"1on. 

[The next page is 22,479-19.J 

7(10)76.2 t,tT 7(10)00-58 
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88 1-81 Examination Procedures 
Exhibit 7(10)70-1 

Pattern Letter P~45 

(To be individually typed on appropriate letterhead) 
Pattern Letter P-645 (Rev. 9--80) 

PRE-EXAMINATION COVER LETTER 

Person to Contact: 

Contact Telephone Number: 

CERTIFIED MAIL 

[Salutation] 

22,479-19 

◊ 

In passing section 7605(c) of the Internal Revenue Code, Congress intended to require that the 
Internal Revenue Service try to resolve questions about the tax-exempt status of churches and 
organizations claiming to be churches through written requests. 

The procedures in section 301.7605-1 (c) of the Procedure and Administration Regulations provide, 
in part, that before deciding whether an examination of an organization claiming to be a church is 
necessary, the Service will attempt to obtain the necessary information by written requests to the 
organIzat1on. 

In accordance with these procedures, we ask that you reply within 15 days to the attached ques
tions. Please answer completely and in clear, concise, specific terms to avoid misunderstanding or 
later correspondence. 

If you do not provide the requested information in a timely manner, we will issue an adverse 
determination letter, proposing to (revoke) (deny) your exemption from Federal income tax. The 
Internal Revenue Service will consider that you have not taken all reasonable steps to maintain your 
exempt status. 

Under Code section 7428(b)(2), if you do not take all reasonable steps in a timely manner to 
maintain your qualifications for exemption, this may be considered as a failure to exhaust me adminis
trative remedies available to you within the Service. Therefore, you may lose your rights to a declara
tory Judgment under Code section 7428 In that event, as required by Code section 6104(c), we will 
notify the appropriate State otfJcials that, based on the 1nformat1on we have, we cannot recognize you 
as an organization of the kind described in Code section 501 (c)(3). As a result, the Service will treat 
your organization as a taxable entity 

If you have any questions, please contact the person whose name and telephone number are 
shown above. 

Enclosure: 
Questions 

Sincerely yours, 

[Space for Signature] 

District Director 

P--645 (Rev. 9-80) 

MT 7(10)00-75 

Internal Revenue Manual - Administration 
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22,479-20 Part VII - Fmployee Plans/Exerpt:. Orgs. 
Exhibit 7(10)70-2 

Suggested Pre-Examination Letter Questions 

88 1-81 

A, Where circumstances warrant, the following questions should be 
considered: 

1, Does the organization issue church charters or ministerial 
certificates' If so, furnish all information surrounding 
these transactions (e,g., copies of agreements between issuer 
and recipient, specific criteria used in determining recipients, 
consideration received for the charters or certificates, 
copies of advertisements or other literature related to these 
areas, copies of charters/certificates, etc,), 

a. Are any chartered organizations in turn authorized to 
issue church charters or ministerial certificates, or to 
use the organization's EIN? 

2. Was the organization chartered by another church or religious 
order? If so, indicate the name and address of the chartering 
organization, the relationship to it, and the circumstances 
surrounding the chartering. 

3. Give a narrative description of the activities presently 
carried on by the organization, and those that will be carried 
on. If the organization is not fully operational, explain 
what stage of development its activities have reached, what 
further steps remain for the organization to become fully 
operational, and when such further steps will take place, 
This narrative should specifically identify the services 
performed or to be performed by the organization. (Do not 
state the purposes of the organization in general terms or 
repeat the language of the organizational documents.) 

4. In what state was the organization incorporated? 

S. In what year was the organization incorporated? 

6 Furnish a conformed copy of the organization's Certificate of 
Incorporation, Constitution, Articles of Association, Trust 
Indenture or other governing instrument, as well as a copy of 
its by-laws or other, similar code of rules or regulations. 

7. Is the organization associated with any profit/nonprofit 
organization(s)? Give the name(s) and address(es) of such 
organizations, 

MT 7(1o)o0-75 Cbmnerce Clearing House, Inc. 
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88 1-81 Examination Procedures 
Exhibit 7(10)70-3 

Pattern Letter P-598 

(To be individually typed on appropriate letterhead) 
Pattern Letter P-598 (Rev. 9--aO) 

REGIONAL COMMISSIONER'S APPROVAL OF CHURCH EXAMINATION LETTER 

Person to Contact: 

Contact Telephone Number: 

(Salutation] 

22,479-21 

◊ 

In letters to you dated (Enter Date) and (Enter Date), the District Director, (Enter District) District, 
attempted to obtain information necessary to administer the provisions of the Internal Revenue Code 
which provide for exemption from Federal income tax. 

(However, we have no record of receiving a reply to these inquiries.) 

(However, the information supplied does not sufficiently answer the inquiries.) 

Therefore, in accordance with the procedures in section 301.7605 of the Procedure and Administra
tion Regulations, I believe it is necessary to examine your books of account and your religious 
activities. 

Accordingly , I have authorized the (Enter District) District to examine your books and religious 
activities under the provisions of sections 7602 and 7605(c) of the Internal Revenue Code. It may also 
be necessary to examine other records and documents in your possession or control that may be 
relevant to determining your compliance with any requirements imposed on you by the Code, includ
ing any filing requirements. 

For the examination, it will be necessary tor you to have available all books, records, papers, or 
other information including, but not limited to: your books of account, bank records, minutes of your 
meetings, correspondence files, and names and addresses of substantial contributors. 

If you do not provide the requested information in a timely manner, we will issue an adverse 
determ1nat1on letter, proposing to (revoke) (deny) your exemption from Federal income tax . The 
Internal Revenue Service will consider that you have not taken all reasonable steps to maintain your 
exempt status . 

Under Code section 7428(b)(2), if you do not take all reasonable steps in a timely manner to 
maintain your qualiflcat,ons for exemption, this may be considered as a failure to exhaust the adm1nis
tratIve remedies available to you within the Service. Therefore, you may lose your rights to a declara
tory Judgment under Code section 7428. In that event, as required by Code section 6104(c). we will 
notify the approp~Iate State officials that, based on the information we have, we cannot recognize you 
as an organization of the kind described in Code s-ection 501 (c)(3). As a result, the Service will treat 
your organization as a taxable entity. 

An exempt organizations specialist from the (Enter District) District Office will contact you to make 
an appointment. The initial appointment will not be scheduled before 30 days from the date of this 
letter. 

If you have any questions, please contact the person whose name and telephone number are 
shown in the heading of this letter. 

Sincerely yours, 

[Space for Signature] 

Regional Commissioner 

P-598 (Rev. 9-80) 

MT 7(10)00-75 

Internal Revenue Manual - Administration 
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22,479-22 Part VII - Entployee Plans/Exarpt Orgs. 88 1-81 
. Exhibit 7(10)70-3 Cont. 

Pattern Letter P-598 

An exempt organizations specialist from the (Enter District) 
District Office will contact you to make an appointment. The initial 
appointment will not be scheduled before 30 days from the date of this 
letter. 

If you have any questions, please contact the person whose name and 
telephone number are shown in the heading of this letter. 

Sincerely yours, 

[Space for Signature) 

Regional Commissioner 

P-598 (Rev. 5-79) 

MT 7(10)00-75Cbmrerce Clearing House, Inc. 
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65 6-80 Excrni.nation Procedures 22,479-23 
Exhibit 7(10)70-4 

Pattern Paragraphs P-630 

Pattern Paragraphs P-630 (Rev.5-79) 

CHURCHES CLAI~ING AFFILIATION WITH ISSUER OF THEIR CHURCH CHARTER 

You have refused to respond to our letter dated _______ , sent 
in accordance with section 301.7605 of the Procedure and Administra
tion Regulations, on the basis that you are part of the (enter name of 
church) and that all books and records are in (enter name of city and 
state), 

If you fail to respond to this written request for the necessary 
infonnat1on, we may detennine that a direct examination of your books of 
account and other financial infonnation is necessary under section 7602 
of the Internal Re~enue Code. If so, regardless of where your books and 
records may be located, your legal possession, custody, or care of them 
will control your duty to produce them for our examination, 

(Inclusion of the f~llowing paragraph would also be appropriate in 
situations in which the charter-issuing organization has been recognized 
as exempt by the Service,) 

Our ruling of ___________ , issued to ________ _ 

covers that church only and not any of 
its subordinate units. 

P-630 (Rev. 5-79) 

MT 7(10)00-58 

Internal Revenue Manual - Administration 
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22, 4 79-24 Part VII - Eirployee Plans/Exerpt Orgs. 
. Exhibit 7(10)70-5 

65 6-80 

Examples of Records That Are And Are Not Books Of Account 

':his list, which is n:>t intended to be exclusive, distinguishes 
bet'ween docLl!lents that are books of accxu,t and those that are oot 
books of account. tbte trust books of accoont include all books 
of original entry, 

B:x>ks of Account 

General ledoer 
Ge~ ral journal 
Accounts receivable ledgers 
l\co:,unts payable ledgers 
Cash dis~nts book 
Cash receipts l:xxlk 
All subsidiary ledgers 
\bucher register 
Cleek register 
Pln"chases journal 
Sales journal 
Cleek books 
Savings account books 
All specialized journals 

~t B:xr..s of Account 

~rtificate of Incorp:,ratioo 
~ laws 
Oiarter 
Olecr.ing account information 

held by financial insti tutioo 
Minutes of 111!-etin:Js 
Articles of lncx:>rp:,ratiai 
P.Jblications 
Cbrresµ:,ndence 
'Dix returns 
Exenption letters 
~rd.s filed with nunicipal 

and state offices 

MT 7(10)00-se carrnerre CJ earing House, Inc. 
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92 2-81 Examination Prooed.ures 22,479-25 
Exhibit 7(10)70-6 

Pattem Letter P-622 

(To be individually typed on appropriate letterhead) 

Panem Lener P~22 (Rev 9-a0) 

No-Change Notification Lener /Pre-Exa'Tlination Situation Organization Recognized as Exempt 

Person to Contact: 

Contact Telepnone Number: 

In Reply Refer to: 

(Salutation) 

[The following paragraph should be used in all cases.) 

0 

Thank you for replyi!1Q to our recent request (reQuests). under section 7605(c) of the Internal 
Revenue COde . for information about your organization·s actJvities during the periOd ___ _ 

[The following paragraph should be used when closing a pr~xamination inquiry of Form 990-
T related to a church.] 

We used the information you sent to oetermine your liabilrty for un•elated bvSiness income ta,: 
under COde sectJons 51, through Su. We determrne from our review that your Form 99~ i . Exempt 
OrganiZation Business income Tax Return, correctly reflects your tax lte.bility, anci it is therefore 
accepted as filed. 

[The following paragraph should be used if tne organization's exempt status was reviewed and 
not changed.] 

we (also) used the information you sent to determine whether you were continuing to meet 1he 
requir&ments tor exemption from Federal income tax. We oetermined from our .review that you do 
continue to quality as an orgaruzation exempt from Federal income tax under Code section so, (c)(3). 

[The following paragraph should be used when a written no-change advisory notification is 
appropriate. This paragraph should be used in addition to the preceding paragraph.) 

Although your exempt status under Code section 501 (C)(3) remains unchanged, the tollowing 
activities or operations, if enlarged, may jeopardize your -exemption: 

(Specify activities.] 

[The following paragraphs should be used in all cases.] 
I! you have any questions. please contac:1 tne person whose name and telephone number are 

shown above. 

Than~ you for your cooperation. 

Sincerely yours, 

(Space for Signature) 

Oistric:1 Oireetor 

P~22 (Rev. MO) 

'MT 7(10)00-TT 

Internal revenue Manual - Adrninistratioo 
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22, 4 79-26 Part VII - Fltployee Plans/Exanpt Orgs. 92 2-81 
Exhibit 7(10)70-7 

Pattern Letter P-623 

Pattern Letter P-623 
(To be individually typed on appropriate letterhead) 

Pattern Letter P-623 (Rev. 5-79) 

NO-C'HA.~GE NOTIFICATION LETI'!R--EXAMINATION SITUATION; ORGANIZATION 
RECOGNIZED AS EXEMPT 

Person to Contact: 

Contact Telephone Number: 

In Reply -Refer ·to: 

!Salutation) 

.We recently examined your books and Tecords for the period 
__________ , as authorized by section 7605(c} of the Internal 
Revenue Code, 

we determined from our examination that your activities continue to 
aeet the requirements of aection 50l(c)(3) of the Code and that you 
continue to qualify as an organization exempt froa Federal income tax 
under that section, 

[The follo~ing paragraph should be used when a IIFTitten •no-change 
advisory· notification is appropriate. Thi, paragraph abould be used 
in addition to the preceding paragraph,} 

Although your exempt status under section 501(c)(3) of the Code 
re111ains unchanged, the following activities or operations. if enlarged 
may jeopardize your exemption: 

If you have any questions, please contact the person vhoae name and 
telephone number are shown above, 

Thank you for your cooperation, 

Sincerely yours, 

[Space for Signature} 

Di1trict Director 

P-623 (Rev. 5-79) 

[The next page is 22,479-29.) 

Mi 7(10~77 Cameroe Clearing lbu.se, Inc. 

28. 



-
92 2-81 Examination Procedures 22,479-29 
Exhibit 7(10)70-S 

Pattem L•ttl'f' ~24 

(To be ndMdualty typed on appropnate iettemead) 

Panem Lener P-624 (Rev. MO) 

0 

N~hange Notification Letter /F>r~tion SitUatiOn: OrganizatiOn Not Recognized as Exempt 

(SahJtabon) 

Person to Contact 

Contact Telephone Number. 

In Reply Refer to: 

[The following paragraph should be used in all cases.) 
Thank you tor replyins to our recent request (requests) under section 7605(c) of the Internal 

Revenue Code, for information aboUt your orga!'lization's activrtJes duri~ the period ___ _ 

[The following paragraph should be used wnen closing a pre-examination inQuirty of Form 
990-T related to a ctlurch.] 

We used the information you sent to determine your liability for unrelated buSir\eSS income tax 
i.,ider Code sections 511 through 514 . We determined from our review tnat your Form ~T. &emP1 
Organ12atior, Business Income Tax Retums, correctly reflects your tax liability, and it is therefore 
ac:cept&d as filed 

[The following paragraph should be used if the organization's QUalification under section 
501(c)(3) was considered .] 

On reviewing the information you sent, we found tnat your activities tor the period were sueh that 
yOi.! were not subtect to Federa! income tax. /4$ you knOw , Churches are not reQuired to file tor 
exemption from Federal income taxes. However, if yov want to provide advance assurance of deduct• 
ibility tor your contributors , you may file a Form 1023, Application tor Recognition of Exemption. You 
can get this form from any Internal Revenue Service office. 

[The following paragraphs should be used in all cases.] 

If you have any questiOns , please contact the person wnose name and telephone number are 
shown above . 

Thank you tor your cooperatiOn 

Sincerely yours , 

(Place for Signature) 

District Director 

P-624 (Rev. MO) 

MT 7(10~77 
Internal !Evenue M:mual - Mmini.stration 
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22,479-30 Part VII - Btq)loyee Plans/Exatpt Orgs. 
Exhibit 7(10)70-9 

Pattern Letter ~25 

Pattern Letter P-625 
(To he ~~dividually typed on appropriate letterhead) 

Pattern Letter P-625 (Rev. 5-i9) 

92 2-81 

N~CHANGE NOT!FICATIO~ U:TTtR -!XA.~INATION SITUATION; ORGANIZATION NOT 
RECOGNIZED A5 EXDti'T 

[Salutation] 

Person to Contact: 

Contact Telephone NU11Jber: 

!n Reply Refer to: 

We recently exa~ined your books and records for the period 
___________ , as authorized by section 7605(c) of the Internal 
Revenue Code. 

We determined fro~ our examination that your activities for the 
period were such that you were not subject to Federal income ta~. As 
you kno.,,, churches are not Tequired to file for exemption from Federal 
income ta~es. However, if you want to provide advanc~ assurance of 
deductibility for your contributors, you may file a ·Form 1023, Application 
for Recognition of Exemption. You can get this form from any lnternal 
Revenue Service office. 

If you have any questions, please contact the person whose name and 
teleohone number are shown above. 

Thank you for your cooperation. 

Sincerely yours, 

[Place for Signature] 

Dietrict Director 

P-625 (Rev. 5-79) 

Mi 1(10~n Comrerce Cleari."'lg lb use, Inc. 
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92 2-81 Ex.amination Procedures 
Exhibit 7(10)70-10 

Pattern Paragraphs P-730 

Waiver of Pre-examination 
Procedure Under I.R.C. 7605(c) 

District Director, ______________ _ 
(District} 

Internal Revenue Service 

(City) (State) 

22,479-31 

◊ 

We _______________________________ _ 

(Name ot organization) 
understand that I.R.C. § 7605(c), section 301 .7605-1(c)(2) of the Procedure and Administrative 
Regulations, and the procedures of the Internal Revenue Service provide, in part, that before 
deciding whether an examination of the books of account and religious activities of an organization 
claiming to be a church is necessary, the Internal Revenue Service will attempt to obtain the 
necessary information by written requests to the organization. The Regional Commissioner, 

Region, if he/she determines that the information cannot be fully or satisfactorily 
obtained in that manner, will approve a proposed examination of our books of account and religious 
activities. 

We are fully aware of the pre-examination procedures set forth in I.R.C. § 7605(c), section 
301 .7605-1(c)(2) of the Procedure and Administrative Regulations, and the procedures of the 
Internal Revenue Service. We waive these pre-examination procedures and consent to an 
examination of our books of account and religious activities without prejudice to any other defenses 
which may arise. 

We understand that we may revoke this waiver by notifying the District Director of ___ _ 
District in a letter sent by certified mail. 

(Name of organization) 

By: 
(Authorized Signature) 

(Trtle) (Date) 

[IRM 7(10)80 begins on page 22,479-33.] 

MT 7(10)00-n 
Internal Revenue Manual - Administration 
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Thr Mo.,wipidt &pmt Cud, o1 Gnham. 
"Tn.as wa, founded April C, 1943. Palitor 
Buford Stock&rd celebrated hit 25th year as 
pastor of tht church ir, January 1910. They 
IUMed a Christw, achoo! miniltry four yun 
ago thal now includes all twrlvr grades. 

At no timr during its thirty-wvm years of 
nistrncr has anyont quntioMd whethfr 
this church wu a church. During thetr yurs 
no govemmmt agmcy NU fVU intmu-rd 
with, or rxpn!~ any inttrHt in, or concern 
about, thr church or its ministries. 

On April 2.8, 1980, the Internal RPVmue 
Sn-vice shattered that record with a ~rtified 
wtter to the church ltating tlut it must 
product' record, to thr IRS to crrtify its 
,tatu.s a.s 11 churrh. 11w letl'l!r and quetionnair'r 

th, church recrived an as follows: 
Gentlemen: 

In our letter of Mardi 'ZJ, 1980 Wt' requemd 
tlut you reply to a list of qusioN attached 
to that letter . [ Pa!ltor Stockard 11ys no auch 
letter was received.] We again n!quest that 
you reply to thew question, within 15 dayi. 
In passing eection 7605(c} of the Internal 
Rn-enue Code. Co~ intended to ttqUiff 
that the lnt~Al Rn-enue Servic-r try to 
~lve questioru about thr tu exempt ltatus 
of churches and organization, claiming to 
br churche-s through writtm request. 

The procfdurn in IKtion l01 .760S{c} of 
thr 'Prtadun and Administration Regulations 
provide, in part, that be oJT dKiding whether 
an examination of an organi.ution claiming 
to bra church i, necessary, thr Service will 
attnnpt to obtain tht Mcrssary information 
by written requests to thr organization. 

If you have any questions, please contact 
tht ~n whose rwne and telephone number 
arr .hown abovr. 
Sinctnly yours, 
(Sign~) A.W . McCanless 

n, Omatkuwbe 
1. Dilcribe tht f'feords nuintained by tM 

Chwdl whlc:h acrount for contributions. 
2. Doe thr Churdl deposit all ol its ~pa 

into bank accounts? If 10, pltase bst 
thow bank account, uwd by the Church. 

3. list all contributors to the Church for 
tht ye.an 1977 and 1978 whc- contribut~ 

• amounts in exctss of $2,000.00. 
4. lilt all individuals who rece'ivtd compm

ution or allowances from tht Church in 
excess of 11,000.00 during tht calendar 
years 1977 and 1978. 

5. list all bank accounts, savings accounts, 
certificate of deposits, or other accounts 
conta.ining Oturch funds and the b.a.lances 

, thrreof as of December 31, 1977. This list 
should contain the institution, balance, 
account number and the name of the 
account. 

6. list tho,e individtws authoriud to rec:eivr 
contributions for th, Church and give 
ltatement, in tht name of tht Church 
confirming th, contributions? 

"/; list tht name; and acldrese; of the O,urch 
offictn and tmployees. Givt the amount 
of contributions madr by thrse individuals 
during thr calendar year 1977. 

8. How many members did the Morningside 
Baptist Church have as of December 31, 
19777 

9. Providr a statement of recripts and 
expenditures for the calendar year 1977. 
The statement should be detailed tnough 
to show sources of income and nature of 
expenditures. 

10. Lisi all real property owned by tM Oturch 
as of Deambtr 31, 1977. 

11. Does the Morningside Baptist Church of 
Graham sell or havt any association 
with the Ale or distribution of Family 
Trust literatul"l' and/or plans? U so, please 
providr copies of th, literatul"l' distributed 
by thr Church. 
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I.R.S. QUESTIONS TO CHRISTIAN LIBERTY CHUBOI 

1. All records pertaining to cash receipts and disbursements, including 
but not limited to, bank accounts, deposit slips, cancelled checks, 
records of contributions by the above named organization, sales of 
merchandise, payroll records, and records related to the payment of 
employment or social security taxes for the period beginning January 1, 
1975 through the year ended December 31, 1978. 

2. All balance sheets and other statements of financial condition cover
ing the period from January 1, 1975 through the year ended December 31, 
1978, including but not limited to those showing the assets and lia
bilities of the above- named organization. 

3. All doc1.m1ents related to the organizational structure of the above
named organization since the original Articles of Incorporation, 
charter, by-laws were issued, including any amendments made thereto. 

4. All correspondence files for the period January 1, 1975 through the 
year ended December 31, 1978. 

5. All records of the names and addresses of persons who are or have 
been officers, directors, trustees, or ministers of the above-named 
organization at any time during the period January 1, 1975 through 
the year ended December 31, 1978. 

6. All minutes of any meetings held by the above officers, directors, 
trustees, or ministers of the above-named organization during the 
period January l, 1975 through the year ended December 31, 1978. 

7. One sample of each brochure, pamphlet, handout, program or other 
literature pertaining to the above-named organization. 

8. All records reflecting the names of any employees, associates or 
ministers of the above-named organization, particularly any records 
reflecting the names of the individuals who have been presented cre
dentials of ministry, certificates of ordination, diplomas, or simi
liar statements of recognition by the above-named organization. 

9. All records reflecting the names of any other organizations that 
have been chartered as churches by the above-named organization 
or that have been affiliated with the above-named organization at 
any time during the period January l, 1975 through the year ended 
December 31, 1978. 

10. Documents reflecting any sacerdotal functions performed by any per
son representing the above-named organization. 

11. All documents reflecting the principles, creeds, precepts, doctrines, 
practices, and disciplines espoused by the above-named organization. 

12. All documents reflecting any prerequisites or actions necessary for 
membership in or ordination by the above-named organization. 

33. 



Christian Libery Church 
Page Two 

13. All documents reflecting any vows of poverty that have been sub
mitted to -the above-named organization by any person during the 
period January 1, 1975 through the year ended December 31, 1978. 

14. All documents reflecting any assignment of income to the above
named organization by any person during the period January 1, 1975 
through the year ended December 31, 1978. 

34. 



I.R.S. QUESTIONS TO CALVARY TEMPLE 

1. Give the full name of your organization and your Employer Identifi
cation Number. 

2. Give full address of your organization. 

3. Furnish the name, address and telephone numbers of the person to be 
contacted for info:nnation concerning your organization. 

4. Give the date that your organization was incorporated or formed. Is 
it formed under the non-profit corporation act of the State of Georgia? 

5. Have you ever filed an application for recognition of exemption with 
the Internal Revenue Service? If so, please furnish a copy of the 
application. 

6. Submit a conformed copy of your organization's creating instruments, 
i.e., Articles of Incorporation, Constitution, Articles of Association. 

7. Submit a conformed copy of your organization's By-Laws or other rules 
for its operation. 

8. Does your organization file annual information returns (Form 990)? 

9. Does your organization file Form 941 to report Federal Insurance 
Contributions Act (FICA) taxes and income tax withholdings on em
ployees? 

10. Does your organization file Form 990T, Exempt Organizations Business 
Income Tax Return? 

ll. Does your organization control or is it controlled by any other or
ganization? If so, please give the name of the related organization(s) 
and explain the relationship. 

12. Is your organization financially accountable to any other organization? 
If so, please explain and identify the other organization(s). 

13. Does your organization have a recognized creed and form of worship? 
If so, please explain in detail. 

14. Does your organization impose a formal code of doctrine upon its me?n
bers? If so, please explain in detail. 

15. Does your organization require renunciation of any or all former reli
gious beliefs on the part of your members? 

16. Does your organization have a definite and distinct ecclesiastical 
government? If so, please explain in detail. 

17. Does your organization have a distinct religious history? If so, 
please explain in detail. 
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C&l vary Temple 
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18. Does your organization have a complete organization of ordained 
ministers_ (or your equivalent to ministers) ministering to the 
needs of their congregations? If so, 1Lre these ministers · (or 
their equivalents) ordained following prescribed courses of study? 
ln addition, please explain, in detail, education and experience 
requirements necessary to become one of your ministers and provide 
a copy of the Certificates of Ordination that have been issued to 
them. 

19. Does your organization have a regular congregation or regular re
ligious services? If so, please give frequency and average attend
ance. Also, state where these services are held, i.e., a church, 
a residence, other. 

20. Please state how many members your church has to date. Further, 
have any applicants for membership been rejected and if so, why? 
Describe membership requirements and attach a current schedule of 
membership fees and dues. 

21. Describe fully the sacerdotal functions your ministers perform and 
indicate whether they are licensed by the State of Georgia to per
fonn Marriages and other ministerial functions. 

22. Does your organization have any Sunday Schools for the religious 
instruction of the young? 

23. Provide a complete list of your officers and directors including 
a brief resume of their backgrounds, and indicate their functions 
and responsibilities in your organization. 

24. Are meetings held by your governing body? If so, please give fre
quency. Also, if meetings are held, are minutes kept? 

25. Describe fully whether you pay colli'ensation or make any other pay
ments to or for individuals who perform services for your organiza
tion. If so, provide a schedule of the persons compensated with 
the amounts paid each for your most recent accounting year. 

26. Please submit sample copies of any pamphlets, brochures, newspaper 
articles or other publications concerning your organization. 

27. Provide copies of all agreements or contracts concerning the sale, 
use, or purchase of property by your organization. 

28. Are any of your organization's properties receognized by your county 
tax commissioner as being exempt from local property taxes? 

29. Provide a list of property owned, rented, or otherwise utilized by 
your organization and the purpose for which such property is used. 

30. Identify those contributors who have given $500 or more during the 
most recent accounting year. 
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31. Submi. t a s_chedule of receipts and expend.i tures for your most re
cent accounting year. 'nus schedule should clearly classify your 
soarces of financial support and descibt:: in detail the nature and 
purpose of your expend.i tures . 
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lnterr,al Revenur ---.ervice Departm~tttc)f the Treasury 
J 

'2, tr! 
· flS. ~ " \ P.O Bo• 3~o,s. Jllch,onvllle. fie 32202 

,p _ ~Li~ ~ ,\&,1/li-'l, ",. _..,,,;,,-::::-----;-.---
~;i[T'J Person to Contact. 

Gulf CoaEt Fellowship . ('"11~-' r. S. Hallihan 

38. 

Post Office Box 2271 "- '!_elerhone Number~-
p 1 · M · · • · 6 '.tWZ' '-:Sl-=-2616. 3-Pf:· /740 

("177·--:1vz- ~3~ 
ascagou a, 1ss1ss1pp1 395 7 fiefpr fiept)' to 

720•2 ., 
Det£-

CEF.T J F1 r:D l-'J IL March JO, 1979 
Ladief BnC Gentlemen: 

ThE lr.tl'r:-iel Rever,ue Service i• charged lo'ith the reEp.onsibility of 
adminiFte~in~ the la~s governing Tax Exempt Organi%at1ons. 

In order to determine that you meet the org~ni%ational end opera• 
tional requirement! f.or exe~ption from federal Income Tue as en 
organi%ation described in •ection 50l(c)(3) of the Internal Rev• 
enue Code, ve request that you ansver the questions and furnish 
the information or, the attached questionnaire. 

This informstion is being requested in •ccordence with the pro
cedure6 specified in Income Tex Regulations 301.7605-l(c)(2). 
Submission of information in response to this letter does not 
constitute an examination of your book& and Tecord6. 

Please submit the requteted information within thirty daya from 
the date of this letter. 

Should you heve eny question£ or desire additional information, 
~leese contact the person referred to above. 

Your cooperation in this matter will be appreci~ted. 

[nclosure 

Sincerely yours, 

./ _. ,t;· r ,. ) ,. • . 
//',. ,t•·:~· I / r ' .· .IT 
l ·,,1'/. , .· / ,·-·,'/' ! -\_ .... __ ,~-

Charles O. De~itt 
District Director 



l. 

... 
' 

a 
P-w.ge l 

J 

Plea_v :furnish the name. address and telephone number of 
thf·~rson to be contacted ror information concerning your 
organization. 

7 • 
2. List the names, addresses, \§oci§l ae.Q.._urity nun:i''5ersl occu

pations _and duties of your officers, directors, trustees, 
etc. 

J. Are meetings htld by your governing body? Give ~requency. 

4. 

5. 

6. 

7. 

8. 

Are minutes kept by your governing body? 

Please describ~ the organization's membership requirements 
and attach a ~-::riedule of membership fees and dues. 

What is the nu.-:.ber c-f members in your organization? Must 
they renounce membership of all other denominations before 
they become a member of your organization? 

Do you keep membership lists? 
t . 

·. -/ "'~ 1 t 
(",,----1- /:.-·.-r(;,-,. ?_ • 

Do you hold 
and .furnish 
include the 

- ,)# ,' t/, .,, ,f 
religious services? If so, please describe, -, ;,ri." 
a copy of the bulletin if available. Please 
frequency and average attendance. 

Where are these services held, i.e.; · a regular church build
ing, private residence or other structure? 

10. Please submit a detailed description of your present, past 
and proposed activities. 

11. Submit copies of any pamphlets, brochures, newspaper art
icles or other publications concerning your orga."lization. 

12. What are your sources of financial support? List in order 
of magnitude. Please submit representative copies of soli
citations for financial support. 

13. Describe the organization's fund-raising program and exp~ain 
to what extent it has been put into effect. Include details 
of fund raising activities such as selective mailings, for
mation of fund-raising committees, use of professional fund 
raisers, etc. · 

14. Submit a copy of all leases or contracts to which the organ
ization is a party. 

~Submit a list showing the name of and the amo~nt contributed V by each donor who, for the last four years, contributed more 
than~ of your total receipts for the period. 



• 
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17. 

18. 

Page 2 

Please list the names of the five highest ~aid employ
ees,and the e.moun~s_p9}d,~ach. 
~ ~..,·11..,,,.,.,;{, ..... . ~-..._ 

Do you ordain mi~isters? If so, please describe all 
requirements for ord i r,ation, and any fees charge-d. How 
many individuals he.Vt you ordained? 

Are a..""ly of the ccr:.tri bu-tions to your organizc::.t ior:. ear
marked for specific individuals and/or causes: lf any, 
please explain in cetail. What records are kEpt? 

40 • 

19. Please furnish deEcriptions of all real proper::,• be-long-
ing to the organi:~1iun. 'What use is made of this property? 
Do any officers/rnerrfoers of the Board of Directors reside 
on the property? lf so, do they pay rent? How much? 

20. Please describe all other assets owned by the organization 
a..~d describe how they are used in connection with the 
organization's activities • 



Internal Revenue "?rvice 

Oillrict 
Director 

Gulf Coast fellowship Inc. 
Post Office Box Z 
Mobile, Alabama 36616 

CtT:'2']:FlED MAIL 

Lac.i cs and Gentlemen: 

Oepartmer. 1f the Treasury 

P.O Box 35<M5, Jacksonville, Fla 32202 

Person to Contact. 

S. Eallihan 
TE!ieprione Number: 

( 904) .791-2636 
Refer Reply to : 

'120-~ 
Date 

JUN O 5 1S7'>: 

On M!'l.rch 30 1979 you were rr,&Hed the enclosed letter and 
.questionnui;e by certified ru~il. Your corre~pondence dated 

April 30, 1979 did not adequately respond to the questionnaire. 
Accordingly, we are enclosing a second questionnaire. 

Please submit tbe requested information to this office by 

June 30, 1979. 

Should you have any questions or desire additional information, please 
contact the person referred to above. 

Your cooperation in this matter will be appreciated. 

Enclosure 
Questionnaire 
cc: J. Jeptha Hill 

E. Wat3on Smith 

Sincerely yours, 

Charles 0. DeWitt 
District Director 

41. 
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/ 
/ 

f_ 

You indicated in your response of 
a weekly meeting for Bible study. 
services? If so, ho .. · frequently? 
tins. 0,.....-.i.t..J. I\:' -t .... -' . 

' 

April 30, 1919 that each "cell" holds 
Do the cells actually hold religious 
Please provide copies of church bulle-

Please describe in detail any specific req~i r e~~nts 
as courses of Etud:)', degree from a semini;.r:; , elc . 
own course(£) of study, please provide a de ~_ c.L e .:i 
curriculun, and materials covered. Wbat le,p.:-, of 

for ordination, such 
If you provide your 

description of the 
time is involved? 

Are you related to any organizations (oth~-::- , ;-; 2.ri those covered by the 
group rulin£) -- both not-for-profit and f c:: -p:rofit organizations? If 
yes, please describe these relationship(s) i :. det&il. 

Regarding the tapes and boQ.lt,s sold, who hold~ title to the copyrights 
on these items - the organization or the indi viduals? Do you sell these 
items? Is Integrity Publications a separate organizetion? Wno operates 
it? Where is it located? Does it operate a regular store? To whom 
does it sell merchandise? Is it staffed by employees? How are the 
prices of items sold determined? 

/§. Regarding Ne-w Wine magazine, is it a separate entity? Is it sold? If 
so, what is the price and how was it determined? Does it contain any 
advertising? Please :furnish a copy, if available. Regarding the loan 
to New Wine magazine, what were the terms of the loan? 

6. What is the NIV Bible referred to in your response? 

7, Are Vernon and Charles Simpson related? If so, what is their relation
ship? Are any other of the elders related? If so, please elaborate. 

✓8. Please explain in detail your activity of "pastoral oversight" -- what 
it entails, etc. What is entailed in the "adjudication of problems" 
referred to in your response? What control(s) are exercised by the 
pastors? 

42. 

9. You did not elaborate on any fundraising and/or solicitation methods em
ployed, as requested in our previous questionnaire. Please furnish copies 
of any solicitation materials used, brochures, leaflets, etc. If you 
have none, please so state. ~ ............. v{ i ~ -p;..1 

10. Regarding the financial statement that you voluntarily furnished, please 
elaborate on the following: 

a) You list a category under disbursements of "Properties and Construction" 
of $72,734, and a category under administrative expenses of "Designated 
Properties" of $37,270 . Yet, in your response of Apri l 30, 1979 you , 
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state that you have no assets. If you have no assets, what is this 
expense for? Please explain. If you do have assets, please describe 
them and explain what they are used for. 

b) :Regarding the di sbw-sement of $15,296 for "Trave:-1 a."1 d ~is cellaneous", 
please elaborate on the nature of thses .expense .::: . 

c) Please elaborate on the terms of the loans t c: c,t:H:Y rr...i.nistries. 

d) Please elaborate on the nature of the "Benevoler;se Offerings" of 
$11,196. What \/'a~ this from? Were these (or c.r.;: ct.her funds) ear
marked for anv particular pastors or individuo .. :u ·: ~ 1s..c t.-s ~ . l-.:,,;. ,. J ..,._..., 

e) You indicated in your response to our questiont~i r e that you have 
no assets. However, on the financial statement you furnished you 
indicated that you received interest income. What was the source 
of the interest? 

f) What do you do with your net income (over $75,000 in 1978)? 



_ .. .,-nal Revenue Service 

Regional 
Commissioner 

6ou1heas1 Region 

Gulf Coast Fellowship~ Inc. 
J. Jept.ha Rill ana E. Watson Smith 
Post Office Box l988 
Mobile, Alabama 36601 

REGISTERED NAIL 

Ladies and Gentlemen: 

Department of the Treasury 

P. 0 . Box 926. Atlanta , Ga 30301 

Person to Contact 

:J. Shaw 
Telephont Nurnbt'r. 

·,205) 254-1131 
Refer Reply to . 

720-5 
Date: 

1S7S 

44. 

In letters to you dated March 30, 1979, and June 5, 1979, the District 
•Director, Jacksonville District ~ttemptea to obtain information neces
sary to an examination of your organization. 

However, the information supplied does not sufficiently answer the 
.inquiries. 

Therefore, in accordance with the procedures set forth in Treasury 
Regulation 301.7605, I believe it is necessary to examine your books 
of account and other financial information as well as exa!!li.ne your 
religious activities. Accordingly, I have authorized the Jacksonville 
District to make an examination of youx books and your religious 
activities under the provisions of section 7602 and 7605(c) of the 
Internal Revenue Code. It may also be necessary to examine other 
records and documents in your possession or control that may be 
relevant to the inquiries descr.ibed above, and also determine your 
compliance with any filing requirements imposed on you by the coae. 

For the examination, it will be necessary for you to have available 
all books, records, papers or other information including, but not 
limited to: your books of account, bank records, minutes of your 
meetings, correspondence files and lists o~ substantial contributors. 

An Exempt Organizations Spe~ialist from the Jacksonville District 
Office will contact you t'o make an appointment. The .initial appoint
ment will not be scheduled before 30 days-from the date of this letter. 

If you should have any questions, please contact the person whose name 
a.na telephone number are shown in the heading of this letter. 

Si7erely yours, J; 
/, / -~/ /_ 

~,(au.~ t-. ) ..... 

i
~H.-,:;,. McGu~ 

Regional Corr?.ilisioner 



THE WHITE HOUSE 

WASHINGTON 

January 30, 1981 

Dear Mr. Coleman: 

Thank you for your letter dated January 23, 1981. 

I was surprised and concerned to learn of the nature and scope of 
audit procedures utilized by the IRS in relation to churches. I 
have forwarded your letter and attached memoranda to the Office 
of the Secretary of the Department of Treasury. You can be 
assured that the issues you raised will receive careful con
sideration. 

Thank you for bringing this matter to my attention. Please do 
not hesitate to call or write if new information becomes avail
able which you believe we should review. 

Mr. P. Michael Coleman 
6558 Huntcliff Ct. 
Mobile, AL 36608 

cc: David Chew 

Sincerely, 
/ 

/ 
I / 

. 'l I,, 
,.k>ll,u_,,_--, /~ ,, ' 

Dennis M. Kass 
Senior Policy Adviser 
Office of Policy Development 

Executive Assistant to the Secretary 
Department of Treasury 



Assistant Commissioner 
(Employee Plans and 
Exempt Organizations) 

Mr. P. Michael Coleman 
6558 Huntcliff Court 
Mobile, AL 36608 

Dear Mr. Coleman: 

Department of the Treasury 

Washington, DC 20224 

Mr. Dennis Kass of the White House Office of Policy Develop
ment has asked me to respond to your letter of January 23, 1981. 
In your letter you expressed your views concerning the Service's 
authority to examine churches. 

I would like in this letter to discuss the Service's current 
examination program and some of the problems that we are seeing 
with organizations that claim to be churches so that you can better 
understand the need for the Service's efforts in this area. 

The Service, of course, has a responsibility to determine 
whether individuals or organizations owe tax and to collect it. 
Where exempt organizations (including churches) are involved, tax 
questions are often indicated when substantial assets have been 
transferred between the organization and its members. Also, in 
recent years, a number of individuals, some of whom have been 
affiliated with established churches, have taken advantage of the 
church format to evade the payment of income taxes. I am sure 
that you are familiar with a number of these situations since they 
have received widespread publicity in the media. 

Section 7605(c) of the Internal Revenue Code was enacted 
because the Congress realized that there was a need for the Service 
to examine churches. At the same time, however, the Congress appre
ciated the necessity of limiting the Service's involvement in church 
affairs. For this reason, section 7605(c) requires a Regional 
Commissioner's approval before the Service can inspect the books 
of an organization claiming to be a church. In addition, the regu
lations under 7605(c) require the Service to make written inquiries 
before asking for the Regional Connnissioner's approval. These 
measures are designed to limit the Service's involvement in church 
affairs to the minimum necessary to enforce the tax laws. 
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P. Michael Coleman 

I hope that this brief discussion will indicate to you that 
while the Service is reluctant to examine churches, we have a re
sponsibility to do so where it appears necessary. Further, our 
actions are restricted by the Congress' requirement of high level 
review. 

Sincerely yours, 



JF_REMIA""f A. DENTON, JR. 
""-ABAMA 

Mr. Mike Coleman 
Church Administrator 

WASHINGTON, D.C. 20510 

February 20, 1981 

Gulf Coast Covenant Church, Inc. 
P.O. Box Z 
Mobile, Alabama 36616 

Dear Mr. Coleman: 

As per our phone conversation, I have enclosed copies of Senator 
Denton's letters to Senator Grassley and Senator Dole, Chairman of the 
Subcommittee on Oversight of the Internal Revenue Service and the 
Finance Committee, respectively. I believe they are self-explanatory. 

If you have any questions, feel free to contact me. My direct 
phone number is 202/224-6516. 

With best regards, 

Enclosures 

Sincerely yours, 

Elaine Wiggins 
Legislative Assistant to 
Senator Jeremiah Denton 
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~2-Jt C·:G9 :~J27 e,,:c~:r~ c.i} C;\ 7ey t!~~ co:r;t.Ty. 1.-~eJ·e:'cre, it is ~y opir1io:1 t.:;...J.at 
:.:-.i~ ~:E:-::_: =":.::·::-.E:- :_i: -:· t-~:~.;a~i:.:;i.. T:Jc p:-.5~:._:.i::.:y ci :he lt~.S "\-ic,=:.c.ting 
.:"t"c .:-·1·.:-. :-E-:; ...... 2c.~~:::~=- c.~ ·\·,::2=:.1 2.~, e:>:c~t-2.i:::r L.~1c- ·:0:-.;:-es~io;:2.l li:':-j~ oi it~ 
--,-,· -n "- ::·_:..s Te:c:2..r., c: :2...\.-exerr::=:. 12,-. hi:h Tt"fi3.T0 tc- Ci:llTC:ie~ is not 
~~-~;;;;_t;i t·_: th::' :".:7:~~-1::c:! pe:1}:1 e. 

1 ;-: ::;;~ ::~ct \": · .. :· t·.·:. ..:..1 ·be a':- le t c- c. TT3.J~ £:e rJt =. :- ~:1,; ~ en 1:J;i~ seyj ous 
~i:.l:.E..~ic~. :f >-c·...: :i&\-c q·.Jestic~~, e:r DE-~C c.:-:"'.- c.~~i~:.o.r;::e~ :ple2se de not 
ne5:~E:~ t~ CE}} . 

.. 



W~Sr-i!NG70"1 . C.C. 20~1C 

Febn.1ary 13, 1%1 

TI1e Honorable Charles E. Grassley 
Chaim.an, Subcorr,lit:.ee on 0versigin of the 

Internal Re-renue Sen·ice 
Committee on Finance 
h2.shington, D.C. 20510 

Dear Mr. O1aim,an: 

The purpose of this letter is to request 01'ersight hearings concerning 
the lrJterna} Reven'Je Sencice' s policy tov,ard churches. This policy has 
caused serious conc:eni throughout the United States. 

In my state, for e:xa.'TIJ)le as the enclosed do•=u:nents v:ill shoh, the 
Gulf Coast Cm0enant Omrcl1, Incorporated, of Mobile, Alabama is one case 
in point. The members of this church have been appalled ·Ki th the management 
of their audit by the Internal Revenue SenTice. It has bee,1 suggested that 
the conduct of the IRS tm-;ard the Gulf Coast Covenant Church violated the 
policy nonns set by the Sen·ice. I believe this is not an isolated incident, 
but one that occurs all over the country. T:1erefore, it is my opinion that 
:his merits furc.her investif2tion. T:'1e possibility o:: the IRS violating 
its OilTl reg,..1lations, as "l,·ell as, exceeding the Congressional lirnit of its 
prn-,ers in t!Iis real.Jr; of tm,-exer.ipt }ah with regard to churches is not 
·\\'arr.anted by the A,ierican people. 

I hope that \'O:..: ,,·ill be able to a:-ra.i7ge hearings on this serious 
sitm=.:ion. If you :iaYe questions, OT need any assistance, please do not 
hesitate to call. 

JAD:ew 

EnclosuTes 

Sincerely yours, op~ 12,J~J 
~e-re:-:-'iah Denton 

c:_/U.S.S. 




