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In reversing the district court. the Fourth Circuit said 

b Jones Discrimrnation Ruling 
pealed to Supreme Court 

• · that for any private university to qualif)' for tax exempt 
status under l.R.C. 501(cX3) it "must be able to show 
that all of its programs and facilities are operated in a 
nondiscriminatory manner" as required by Revenue 
'f'rocedure 75-50. Jones University. Greenville, S.C .• has asked the 

Supreme Court to reslore its tax exemption. In May 
'undamentaliS1.institution appealed a Fourth Circuit 
rt decision up~lding l.R.S. revocation of its exemp. 
on the grounas of racially discriminatory policies 
>Jones University v. United States (4. Cir .• 47 AFTR 
11·553 (1980)). 
he appeal is being handled by William B. Ball. The 
e ~overs n:iany of the same issues_;tax policy. 
al in1egra11on and religious liberty-relevant 10 
en v. Regan (see preceding story). 
rat~gr~tion ": Freedom of religion. The Bob Jones 
at1~n is causing consternation in religious ranks 
~~ 1t seems to pit the well defined and. generally, 
~1~s~y sanctioned policy of racial integration against 
1sttt!Jt1onal guarantees of freedom of religion. Be- . 
1se. of the South Carolina school's traditional defense 
ac1al segregation. some liberal and black groups are 
J~tant to pa~i~ipale in a~ic! briefs defending the uni· 
~rty a~ a religious organization entitled to practice 
r~fs without governmental interference. · 
Like Green v. Regan. the Jones case is old and com­
x; unlike Green it requires legal determination of 
en and if a university is a religious entity. It emerged 
a tax·related civil controversy and has developed in-
an explosive test of First Amendment rights. . 
The Fourth Circuit Court of Appeals on December 30. 
80. overturned a 1978 district court ruling (in Sob 
nes Universityv. United States. 468 F. Supp. 890) 
at t~e ~niversity was .entitled to tax exemption. While · 
e circuit granted the tndependent institution's reli· 
ous character, two of the three judges (Kenneth K. 
al~ and .Robert .R. ~erhige, a district judge sitting by 
~s1gnat1on) maintained that Bob Jones University also 
lgages in. general .education and Is, therefore. subject 
1 court ruhngs (notably, Green v. Connally) and l.R.S. 
·ocedures denying exemption to nondiscriminatory pri· 
ste schools. 
fn a dissent, Judge H. Emory Widener argued that If 

ob "?ne~ University is a religious organization. Hs free 
xer~1se rights outweigh any other consideration, ln­
lud1ng what he maintained is a "not so well defined" 
ublic policy on racial integration. 

l.R.S. presses FUTA claim. Bob Jones University 
ias been in court with the l.R.S. on a variety of issues 
or more than a decade. The case currently on appeal 
o the Supreme Court dates to the mid·1970's when the 
iax agency revoked the school's exemption on the 
grounds that it promoted segregation by prohibiting 
black and white students from dating or marrying (Bob 
Jones had admitted no black students prior to 1970.) 
Th~ university argues that separation of the races is a 
biblical precept. 

The university paid $21.00 in 1975 under the Federal 
.Unemployment Tax Act. then sued for refund. the Gov· 
ernment counterclaimed for $489,675.59 in FUTA pay· 
ments for ttie years 1971 through 1975. In 1978. the 
Federal District Court in South Csrolina held that on 
both statutory and constitutional grounds the l.R.S. was 
without authorit)' to revoke the exemption. 

In reaching this decision. the Appellate Court had to 
address two questions: 1) whether the l.R.S. was within 
Hs statutory authority when it denied the exemption. and 
2) whether. if statutorily permissible. the action violated 
First Amendment rights. 

With regard to the first. the Circuit Coun held l.R.S. 
within its authority on the basis of Green v. Connally. 
which states that the tax code "must be construed and 
applied in consonance with the Federal public policy 
against support for racial segregation of schools. public 
and private" (330 F. Supp. at 1163). By citing Green. 
which reserved the issue of applicability to religious in· 
stitutions. the Circuit Court agreed with the l.R.S. ·s con· 
structiOn of the Green philosophy. 

On the constitutional question, the majority said revo­
cation of the university's S01(cX3) status does not Vio­
late the free exercise clause of the First Amendment. 
though it precludes continuation of the benefit of ex· 
emption. The Court found no violation of the First 

· Amendment after weighing the compelling interesl of 
government in eliminating all forms 01 racial discrimina· 
tion in education against any burden on the right to free 
exercise caused by the loss of exemption. 

According to the court, its decision neither prevents 
anyone from exercising religious beliefs nor forces Bob 
Jones to change its policy; rather. the majority said, 
adherence to a belief such as the doctrine of racial sep. 
aration cannot be supported by government through the 
granting of tax exemption. 

The Fourth Circuit rejected arguments that the Gov· 
ernment was violating the no-establishment clause by 
favoring in tax law religions "in step" with public poltcy. 
11 stressed government neutrality toward religion but 
said this doctrine "does not prevent government from 
enforcing its most fundamental constitutional and 
societal values by means of a uniform policy neutrally 
applied." The opinion would allow the l.R.S. to make an 
objective examination of whether a religious institution 

c • '''g'1E>r educ2:10., ma1r.:ai:is racially neut rat policies 
so 10.,r a: •! B\'01ds any examination of the sincerity ot 
: -? .:.-•:. 

Dissent: 'Free exercise' primary. Judge Widener 
v1go•ousty dissel'lted His colleagues. he said. were 
s1mp!y wrong A universit}' conceded to be a religious 
orga··1izat1on by the court is entitled to be treated as a 
re:i;;:>JS o·ga:-i;za~ion. The issue. he wrote. is "whether 
the ad~i!ted public policy of the nation favoring free· 
dc'T\ of religi~n as expressed in the First Amendment is 
to be hmited by a public pohcy assuring that Americans 
wiii not be providing indirect support for any educational 
orga"liZa1ion that discriminates on the ba~s of race." 

According to Judge Widener. the public pohcy 
against racial d1scrim1nation is not as absolute as the 
COl"\St•tuhona! guarantee of religious liberty. and he 
do.Jbted tha! tal' regulations can be used to enforce 
racial pohc1es in religious 1nsti1utions exempted from 
the civil rights acts of the 195o·s. " ••. I think it is a 
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m1s1ai..e to sa)' thal the public policy of not aiding in any 
wa)" no mattei how indirect any segregated activity will 
nc'. yield to a"l)' particular to the First Amendment:· the 
JudJe staled 

The value ot the First Amendment. said Judge 
Widener. is 1n the nahonal order of things "somewhere 
between transcendent and high:· Consequently. he 
added. government and lhe courts may not inquire into 
rehg•ous doctrine. 

Many rehg1ous beliefs. according to the dissent. re· 
ma1l'I. and should remain. unexamined by government 
even though they may be based on race or sex discrim­
ination. Judge Widener wrote: "I think it of more than 
passing interest .•• that discrimination against women 
on account of their sex exists in many churches. And 
the same may be said of racial discrimination. probably 
10 less extent. Vel the churches involved are among the 
oldest and larges! of the Christian faiths in this country. 

"The l.R.S .. however. has not chosen to attack the 
problem from that angle so as 10 get it settled for the 
wt-.ote countr.y. Rather. it chooses a small. isolated. reli· 
g101.1s organization. nol affiliated with a larger denomina­
tion and combined with a school. which espouses a 
concededly unpopular belief that many think unwise 
and immoral. Thus. it tries its test case here." 

MICHAEL ROSELLA 

.. 
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....,._ ..J,.M;t'-'a.·· .; . ..t.:..~ ••• •• . •• • .. .... ~ ,. • 4!" ,, " " ....... • ... 
-:rMfbpsn•Jl r~ ,.~·rb jnrl~ . i*1fe.li. ;.;;~~ b,. the unlmlty'1 wilt mmls'e ~IJ. umt' Bob .. Jonet ... 
M-~ ~'!'-~!" 1.f?!tt10rttnvi!~·.~ · lnterp~lon of ttle.Blble, .. ,re pnuine ., receives no direct .federal 11d of 1111 
·"·~ hn ~tr 11gJTLITilr'• °' e with '"" ,. : tellgiOUI heifers.'' . ' sort. . 

......... Jteftlfhle ~ "J'M-.battle II .. . . . . . . ' · fll:bi:J ~ lflto 1 d- roond. Il's • ; Now we .~me to the heart or the ·BUT THE ISSUE mfi ~ln11 _urpd 
rtttit thlt cuncen. ewTT,ptte of us · \ftatter: Is such • religious Institution, upon the U.S. Supreme Court has lmp1i-
. . • ·· holding nch beliefs, a religious lmtitu- . cations that reach rar beyond this run-

J ror the · ream!, Ult untversl~y It a : lion under the Tax Code? The IRS 1111)'11 damentalist campus in South Carolina. 
f ,ndamentallst rellg~us tnst1tutton, : . It ls not. 'l1le pvemment's position is Implicit in the government'• position Is 
foar.h!d ·In 192'7. "°* heltded b1 Dr. Bob that unless Bob Jones University formal- the govemment's power to abridge the 
Jones m. It ha• a mrrent enrollmm of • · • • 
. t,300 . anCI • telldlfnl ltlff or roughl1 . - . 
i l.~.~ - ........ I ... """ . . •• , \' I . Unless Bob Jones changes its interracial marriage ·.· ~,..,.,....ulWJftl~•·mt dlallenied·' 1u· · • . · lif ~ ·1a · u· th }Mn·n1.,e .,,,~. ot··;e11g1on in the". poe . on, 1t cannot qua 1, 1or " exemp Ott. 
:untt&tlty•a Ufe. Neliri; fillf If the lttJ.'".• ·-·· -~: __ _. • ._ . ..._ ______________ ....__ 

dents ... atud,tnc . fw .. u. ·a'linltb1'.(Yf_: •• ~ · 1)' ~· ~ ··~tne rellglous freedom or rellgkm. tn· 1111 Jlf!tltlGn for 
prepuilll to te1ch In Orbtlan schools.·~· helter." and 1bollshel its doctrinal posl- Supreme Court review,. Wllllam B •. 8811, 
Evert ~e1c11er· muel be. 1.bom-q1lrt!;-- 'Uon on lntmiclal marriage• the uni~·. the brilllant Pennsylvania 11.,er •ho9e 
Ouiltilft "ho ntGrt tnUf1.C..at least ont : 1lty\m11mat quallfJ for tax exemption •.• ·. First Amendment vldorlel· haft pined 
H'ttn1.experleM:e w~th;Je.. Ollie&. .. :. f'ep\tfle mftnrwtty the Issue 19 ft'7 national renown, contends that "all.re- . 't•yer t1 • C01'tfmilnt oec~atren. · · IW!lrly an lnue of "'"'¥Int or perl9tllftl. . ll11ious lnstitutionl In the ynttect Statee 
Wotldt1 aTnUSements .are prohibited, In-· . The code provlsMm that deals with tllx are potentl~lly threatened by the ~ 
dudl,. dancing, me of tobact'o. mcwle- eRmptJon Is tied directly to the prm. ernment•1 line of reasont111 In the Bob 
101n1 and J11tenln~ .to Jan ~r rock .' ilon that deals.with the deductlblllty of Jones ease. · ; . 
llftll~ • . .:t.::..._[~ · . •:: ' -~ .... -: ··.t'OfttrlbutlOnl to re1llious JnsUtutlons. It . That llne of ftl!MM'lfftl, to ltlte tt19 
. 'ftl£'·PUUKTR (7tM~tH~lt ·"the gd'\'el'llft1flll Jlftvails,;the university · matter mlldlJ, Is bizarre. 'nit TaJt Cede i 
bMtrt or Appeall dfd fk>e·dl!pU'te a trfal could be·'llable for .more thin half • . accords exemption and dedudiblllty to 
tuart•s flndln1 thtt "A prtmal'J fu1'o' mllliott dC)Tiart In ._cit taxes. Wone atfll, organizations operated exclusively for 
damentellst cormctlon (of the unlnn.. without a certificate of deductlbllit1. the ••religious, charltable, lldentlfic, literarJ 
ty) Is that the ScrlptuNI forbid lnterra- .:contributions on which the univer1lt1 or educational purposes." The IRS con-. 
cl•I datln1 lftd marl'lltle ••• " These depends would be keenl1. affected. You tends that the word .. charitable" applles 

. . Flrif Ainendment'1 p111'811tieti;'.,M .free. It prabilb11 will be ~1"foff1!1e 

• • 

•• 
·' 

.... .... 

-; ":~'~·"'·;t,. ~ ..... ff,; ,:"'"! • ... '. 
'to an the subject lnstltutl6ns; no Institu­
tion Is "marltabte" if its racial. views 
violate public policy; the publlc potJey or 
the government approves ~clal 
marri•Re; therefore, Bob J«JM9'. b:.not 
charitable and does not q11111r;:.;:... •• " · · 

. ilom or religion must yield to a·tiureau- Supreme Court ann~~ ~hether It 
era tic determination of ·~public will hear the unlvennty • ·a~l from · 
policies •• aturches and rellgi.,...echool1 .the adverse ru1ln1 in the circuit ~ 

• -...&·"t• 

TR1S IS INCREDIBLlt Tlie'ii°~m­
ment is contendlnR. in effect, "thafthe 

. must ~orm to IRS decrees or fac:e.the 'below. Meanwhile, perhaps~~ can 
punitive consequences. An Ortho8ox be alerted to the •hole affair. J>rHident 
Jewl!lh tchool bJ extension would hive Reagan's pending tax bill h11 18111ething 
to recruit 1tUctents and ~·staff for everyone. It would be a .~ow ror. · 
tolely on racial criteria. How on. this libert1 If the bl11 .were amended to 

· be" · .• provide smnethlng for funda~l~ 
• who believe unpopular beliefs. · 
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Richmond News Leader 
Richnond, VA 

· April 23, 1981 
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flob Jones· SchOol 
f}iill Tax-~Xempt 

~ Uaited Preae lntm&4fitmol mission pollcyandent'Olllblacli: 
A federal appeals court hu lbidents. 
mporarlly frustrated effona . TbeGreenvUJe,S.C.,IChoolll 
tlie Internal Revenue Service appealing the cue ID the U.S. 
!orce Bob Jones Unlverslt)' to Supreme Court and llad. llked 

urrender Ua tax-eumpt .&be4&b0rcutttoputltsdecialon rabil. . on bold until the na tlcm 'lblpest 
• A tJaree-Jud- ,..,..1 of the 4th court decides wbetber It wW 

r ..-·- Jiear the lawsuit . . s. Circuit Court of Appealt 1beappealscourtburefmed 
1tayed,orpl1cedonbold,lt1 .co rehear the case "en bdc" 

. Ilion allowln& the IRS to with Ill IO Judces pei-ucl~ 
rap the tax-exempt status of In tbe decllJon 

South Carolina unlvenlty • 
e of the school'• poJlcles · Dr. Bob Jones DI, president of 

I biting lnterraclaJ datlq tlle wlverslt)', bu aald the eut· 
marriage. come of the case "wlll affect the 

1'11ie~lverslt)'basanopen1d·J •bole future concept of Pint 
··~;:..ent ~l.1bt1 ID 

l~ 4nls ~ts ~·i iov~~~ttn 
j4M buslne11 of establl5'1q 

ftllglon through taraUOll er 
~lllO&lon that ls offensive tocer· 

a1n ·bureaucrats," Dr. IMet 
.aid at a Feb. 8 news confnn • •• "'. . .... WJbe 1RS has hecome tJae ea· 
: ti.rein& qency, the Gestapo, to 
l)Drct compliance .•.• lt bU .o 
... ......, towel' .... ·~ 
.acencJ or O>declart or mba 
. "6enl ~ fDUcJ ... 

• . ··- .. ·- .... -·. - . . . . . 
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NEWSWEEK 
FEB 2 I 198f 
. 
• 0 

: The Churches Vs. the State 
't 

T he line separating church and state bas 
never been easy for Americans to draw, 

and in recent yean the broad boundaries 
established by the U.S. Constitution have 
beCome increasingly blurred. The protif • 
eration of new religiom sects and pressure 

. sroups has led the government to stake . 
out a widening net of rules and litigation­
mucb ·of it aimed at protecting the public 
Crom µnscrupulous evangels. But many 
churchmen complain that, little by little, 
government agencies .are 1aking it upon 
themselves to decide what constitutes the 

· ..,.rec exercise" of religion-and in the proc· 
ess, they are curbing belicven' rights. "The 
pattem [such actions) form "''hen viewed 
together is an alarming one," warns Wil· 
Jiam P. Thompson, chief executive of t,be 
United Presbyterian Church. 

Last week the forces of religion struck 
back. At an unprecedented meeting in 
w asbington, representatives or 12 J million 
U.S. Protestants, Catholics, Jews and var· 
ious independent movements joined in a 
landmark conference on "Government Jn· 
tcrvention in Religious Main." The par· 
ticipants' display Of solidarity WIS pur• 
chased at a price: they agreed not to discuss 
1ucb vexing questiom as abortion, prayer 
in . public schools and government aid to 
parochial schoots-.ll of which still deeply 
divide religious Americans. Thi6 prior re­
straint allowed the comerees to f OCU5 OD 
1ovemment as a threat to mainlinen and 
aecta.rians alike, chiefty through recent gov­
ernment efforts to regulate fimd raisins, 
political Jobbyin1 and other activities that 
aft"ect the public. "'There is no consistent 
body of [church-state] doctrine." warned 
constit:utionaJ.Jaw expert Lawrence Tribe. 
· --rhe tension points are~& to the 1ur­
race and something bas to Jive." 

The major premise behind the thr~y 
eonfercncc Tt'as that religious liberty is an 
indivisible ript, suannteed by the Con· 
atitution, which proted1 onoonventional 
religions 15 wc:II as traditional ones. nus 
perticipants beard Protestants ddend 
Scientologists, Catholics· worry about ao­
liciton for the R.cv. Sun Myung Moon and 
Jews iympathiu with administraton of 
Fundamentalist Chriatian schools. 
. Accou.nta,,lc: The most serious breach 
or church-state separati~ in recent years, 
tiny conferees agreed, occuned in 1978 
when Calif'ornia 's attorney seneraJ took 

. over the lnancial supervision of Herbert 

W. Armstrons's apocalyptic Worldwide p1eaded pilty IO misappropriatins S2.2 
Church or God-tolety on the basis or un· million in charitable contributions, there 
proven allegations or &seal hanky-panky lw bcc:D legitimate public concern over the 
snade by a few former members of the atent IO which even trad.iticmal church 
church. This action, argued New York at· poups arc free to raise snoney from. the 
tomey Sharon Worthing, was the eitrcme public f'or one ca~d then apend it 
but Josi~ outcome of. the increasingly on something entirely dift'crcnt. 
widespread notion that churches-as tu· · Most recent 1ovcrnment dons to COD· 
exempt cn-ganizations-uc ultimately tro1 religious fund raising have been aimed 
.. owned" by the public. As Worthing and at fringe groups like Dr. Moon's Unilict· 
other conferees uw h, churches abollld be tion Church and the lotematioul Society 
ac.countable only to their members. for Krishna Consciousness, whose Y01lthfut 

Tbe lntcmal Jlevcnue Senicc ~e UD· sniniom blanket public places l\ICh u air· 
der espec:ially heavy tre for attempting to ports and state fain to solicit funds 15 well 
use the tu-uempt 1tatus or reli11ous or· as potential convens. nus far, government 
1anizations as i dub to force church com· agencies have failed in their cf orts to curb 
pliance with "public policy." Conf'crcncc 1uch solicitation. Still, mainstream church· 
participants cited the eumple of'Bob Jones men arc nervous. As a number of partici·' 
Univmity, a Fundamentalist 1Chool in pants in last week's conference pointed out, 
Greenville, S.C., which lost its w e~mp- the government'• eagerness to crack down 
tion because ofits insistence on prohibiting on questionable fringe groups has led to 
interracial dating on .. Scriptural" srounds. efforts such as the current drive by the 
lo an appeal by the IRS, a U.S. circuit National As$0dation of Attorneys General 
court decided that the school was violatin1 to esiablish a uniform law requiring the 

.national public policy. 1be university, registration or oil religious groups who 
wbicbreceivesnoFedenlfunds,iscxpectcd want to solicit funds from the public. 
to appeal that decision to the U.S. Supreme Perhaps the most explosive question con· 
Court . .,Jt is awfully acary to aec a body fronting the conf'crcnce WIS the issue of 
whose purpose supposedly is to collect Wes politicaJ lobbying by church groups. Since 
involve itself in black-and-white dating is· the beginnings or the republic, churches 
sues at an educ.ational institution," uid uvc spoken out on political issues, from 
New York attorney St&Dley W cithom. ala very and Prohibition to war, civil rights 

IRS in\erf'erencc figures in another COD· and abortion. The fact is. however. that 
trovmy involving twelve colleges ~ted Federal law prolu'bits tu-exempt organ· 
by the Lutheran Cburch-Missoun Synod izations from supporting political candi· 
(LCMS). The colleges have refused to sup- dates,· and in °1978 the JRS threatened to 
ply data required by the IRS on the ground revoke the tu exemption of any organ· 
that they arc integnJ parts or the church's ization that published legislators' voting 
mission, and thus are u nempt from sucli records on specific issues, sucb as abortion 
regulations as the church itself. The IRS and prayer in public schools. 
argues that the colleaes arc not. At issue '11i.rcat: So far. the IRS bas refrained 
is the question of who-church or ltate- flom wielding its big stick. Before last year's 
has the power to determine ·which iD· Presidential primary in Texas, for example, 
ltitutionsarecssent.ialtoachurch'smissi~. father Brian Wallace, former editor ofTo-

PU'CC'Dtqc: The 1ovemment may be on day's Catholic, the official newspaper of 
atrollger sroiind in leeking to regulate the the archdiocese or San Antonio, challenged 
freedom ofrdigious groups to solicit funds the IRS edict by printing an editorial l_aud· 
from the public. The Jlev. Jerry Falwell. ing Ronald Jleagan IS the only candidate 
for cumple, raHcs $50 million I year via "dearly opposed to abortion." The JllS 
ietevision, radio and direct-mail appeals- ignored W-1Jaoe's transgression. Jn. 1 ~­
tome of it Cor oventaS relief. Yet donors latedcase.•eoourtsarecxpectedtodisnuss 
Jaave DO lure WI)' of knowing what per· a 1uit against the U.S. Catholic Church 
oentage or each dollar they contribute ac· .demanding revocation or the church's tax• 
tually ends up in the bands of the needy. a.empt status because of its support of 
Such operations may be aboveboerd. But "'pr~lif e•• action sroups. Nonetheless, the 
ever since the 1978 1C&Ddal invotvin1 the threat of 1overnmcnt action continues to 
Pallottine Fithen, whoee chief' fund raiser · hang over politically active derJytDcn-
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and church leaden don't like it. "'Lobbying 
is one of the things the church is there 
(or:' says Methodist minister Dean Kelley. 

· the e:aecutive (or religious liberty of the 
National Council of Churches. ..Prohib­
iting churches from doing so denies the 
constitutional right to petition ror redress 
of grievance5." 

The main concern at the conf'erence ~ 
that in seeking to eliminate fraudulent re· 
ligious aroups, the government may be 
suilty of regulatory overkill. The d'ect, says 
aeneral counsel Wilfred Caron of the U.S. 
Catholic Conf'ercncc, "is slaying the whole 
herd to get at one supposedly sick calf." 
Beyond clearly defined areas of health and 
safety, declares the NCC's Kelley, the gov· 
cmment must show .. compelling interest" 
before overriding religion's First Amend· 
ment rights. "Freedom involves risk," be 
argues. If religious freedom is to mean any­
thing, he and other clergymen insist, the 
state must operate on the presumption that 
the church enhances the common weal and 
is not-as some critics cbarg~ubvcrting 
public morals. 
ICE,..'NETH L. \\'OODV.' A~D •ith ELOISE SALHOLZ 

in NC9o YorL 111d JIRJl Y BUCKLEY 111 V.'ashlllf!OD 
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Bob Jorles ~11·.says ~,· ~ · 
. ' 

taxes ·won't close school 
r By Lyn Nabers Riddle 

...,_ •lall lepo!W • 

If Bob Jones University loses its 
tax eicempt status, university off~ 
cials belie\•e it will hinder large 
donations but not the small dona· 
tions that the school relies on. 

Bob Jones Ill, president of the 
Christian·school, said at a nev.·s con-· 
ference Monday that the school has 
not had many large donations but 
relies heavily on contributions of ll, 
'5orS10. . · 

He also said he Is not worried· 
about the school's finances should 
the government be allowed .to take 
away its rax exemption: · · 

"This is the Lord's sch~t." Jones 
uid ... What he orders, he pays for. 
They're not 4oing to close the schoot 
by taxing us. • . 

Jones said he expects to hear 
within a week whether the full 4th 
Circuit Coun of Appeals wm review 
the ruling handed down Dec. '31 by a 
three-judge appeals court panel. In a 
split decision, the panel round that 

· Bob Jones University was going 
against federal public policy be· 
cause of its interracial dating policy 
and therefore could be denied its tax 
exemption. · 

If the rehearing is denied, the 
school intends to ask for a hearing 
before the U.S. Supreme Court, 
Jones said. 

ln 1gro the Internal Re~ue Ser· 
vice began notifying private M;hools 
that the·y would lose their tax ex· 

I empt status If they had discrimtna· 
' · Cory admissions policies. 
• · The university brought the lawsuit 
f ·against the federal government in ... . ~. ·. 

1975, askinJ for the coun to refund 
. 121 the school paid in unemployment 
taxes. The &O\oemment countersued. 
seeking almost 1•90,000 in b~ck 
laXes. 

If it loses Its tax exemption, the 
achoo! would be required to pay the 
same federal tues as any ·other 
business. Jones said he is not sure 
how much irioney that would be. . 

The school's contributions would 
not be taxed, but people giving 
money to the school would not be al· 
lowed to claim deductions on their 
Income tax. 

In 1970. the school denied admls· 
sion to black students. The policy 
was changed io allow admission of 
married black students. The school 
now has open admissions, but ltU· 
dents cannot date or marry·outside 
their nces. 

.. The government has said that we 
may believe what we wish but that 
we may not practice beliefs that are 
Contrary to federal public policy," 
Jones said in a prepared statement. 

"This puts the government In the 
business or este6lishlng religion 
&hrough the taxation of religion that· 
is offensive to certain bureaucrats. 
The 'IRS has become the enforcing 
agency, the gestapo, to force compli· 
ance. 

"Our forefathers left Englanf to 
set away from state-dictated reli·. 
gion."' he said. ''Jf the. government 
wins its case against Bob Jones Uni· 
versity, America will find herself In 
the position of tyranny which the 
founding fathers or this nation could 
·Dot abide In England a.nd chose 
rather to hazard their lt'Ves to es· 
cape." 



News 
• Gr,enville, SC 
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School plans fight 
Attorneys for Bob Jones University have asked 

a federal appeals court to remnsider a 
'controversial decision in the school's 10-year-old 
battle with the Internal Revenue Service. 

And Bob Jones Ill, president of the university, 
· ~d Monday 1he university was prepared to carry 
-the case, which resulted from a 1970 IRS 
· revocation of the school's tax-exempt status, to 
the U.S. Supreme Court. 

O. Jack Taylor, the university's attorney, said-· 
last year that an appeal to the Supreme Court was 
likely in the case which has proceded through 
U.S. District Court in South carolina and the 
appeals court in Richmond, Va. 

A three-judge appeals panel last Dec. 31 
overturned, by a 2 to 1 vote, federal judge Robert 
Chapman's ruling that the IRS violated the 
fundamentalist school's religious freedom by 
denying it tax~empt status. 

The IRS notified BJU in 1970 that institutions 
which did not enroll black. students would no -
longer be granted exemption from income tax and 
that gifts to such institutions would no longer be 
tax-deductible. 

At that time. the school would not admit 
unmarried black students. 
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Dating Ban Wlttises School I 

Jp~E~~.~~.!.:~. ~~.~!~.~ J~ Jones Unlvoroltr The J;'~rguod un1UC­
which Is a fundamentalist cessfu efore the lower 
Christian school In Green- federal district court that 
vme, s.c., 11 fighting to the 1chool'1 tax exempt 
keep Its tax exempt status atatus was done becauae of 
despite a recent ruling that lt1 dlicrlmlnatory racial 
Its policy on Interracial dat· practices. 
Ing and marriage la 
dl1criminatory. Bob Jones aald the IRS 

The achoo I maintain• was abridging the unlveral· 
tf\at Interracial dating and ty'1 right to practice its rell­
tnarriage 11 forbidden by glon freely. Yet a three 
the Bibi:-- and Its students Judge panel of the Fourth 
who detf"and merry inter· Circuit Court of Appeals 
racials ..v In violation of overturned the lower 
achool rules. The punl1h· court's ruling. 
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CARL T, ROWAN i, fJ.-,• 

When the 
'!: 

Chips Are 
Down 

Jtonald Reagan is president today 
because be recognized and exploited 
skillfully man)' of the frustrations 
and prejudices of the great majority 
of Americans. Tbey wanted 1 ~w· 
erful, proud nation that two-bit 
countries wouldn't dare ltick 
around; they wanted government off 
their backs; they wanted an end ~o ·. 
.. radal preference reverse dis· 
crimination," as some saw it. 

These issues have popped up early' 
in Mr. Reagan's presidency, so we 
shall learn a lot about our new lead· 
er as we watch him reconcile cam· 
paign promises with reality . .For 
example, Mr. Reagan v.·arned the 
world last week that the next coun· 
try to seize US. diplomats will face 

• sv.·ift retribution from tlie United 
States. 

Millions of Americans shouted, 
:•'Amen!" At that very same moment, 
vast millions of Americans were 
pouring their hearts out to S2 former 
hbstages, overjoyed to have them 

:bome alive. 
'Ibis ts a ritiful but accurate dem· 

·onstrat on of American 
schizophrenia. People gobble up 

isimplistic tough talk about .. swift 
::retribution" as though they want 
: the bombs and missiles to fly ,,..hen 
'""any American is seized by another 
~·:eoun~. Yet, they tnow tllat U ~i~· 

'111Y Caner had bombe4 Iran wed 
have been tying yellow ribbons on 
coffins instead of trees. 

. U He'd Meant It . 
'' •. Surely- even simple-minded 
: Americans understand that It is easy 

to talk tough once a crisis ts over. 
a.Note that U Mr.·Reagan wanted to 
·'tend a t>elievable message to the 
· yorld be would not bave given a 
speech; be would bllve ordered the 
bombing of Tehran, where the S2 

·~1!lericens bad been beld and 
:...1n1sed.!He cboee a speech because 
·~the fallout from the speech is tncoh· 
· teqUential, but the reperclmions or » ..iQmbinR co&d be 1nltiG., .••. 

;: ·.every ict ot -terror ·ti duTerent. 
•requiring different solutions. So let's 
• Ignore the. simplistic talk and see 
· wbether wisdom or bluster rules Mr. 
Reagan when the chips are ~y 
:down. · 

:· . One popular lleagan eam atgn 
~promise was to get th • ft ri§!lke off the bac o private 

oo , pledge that was Viewed 
:"'1th delight by Jim Crow academies. 
· Well, the Bob Jones tJniversity 
tn Greenville, S.C .. is about to give 
Mr. Reagan a chance to slap down 
the 'IRS. Bob Jones U. throws out 
'ltUdents who date or marry across 
racial lines. Whoever runs that uni· 

· venit)' thinks that mixed dating or 
· aarriage violates God's will. 
· Tbe IRS thinls the Bob Jones poll· 
CJ violates this nation 'I laws against 
nc:fal discrimination in education, 
IO IRS lifted the university's tax· 
exempt status. That has led to a legal 
')attle. First, a local federal judge 
.-c:upted the university's argument 
;nat the CoDIUtutlon protects its 
-fol.ides. . '~ . . 
... ·But a panel of the FaurtlrCircutt 
'Court of Appeals ruled that tRS is 
·.tight because the JO~ernment's in·· 
eerest ID eliminatin.g all forms of 

.:racw discrimination .in education 
.. ts compelllng." ··• 

... ·.W~re Bob JO!les U. to win. tn an 
lfl>peal to Mr. Reagan or the Supreme 
G>urt every religion·re1ated group 
. cowct' "fiollte national law in the 
name of °'relig\on.":. Why couldn't a 
llormon ~ce bigamy and claim 
I .. freedom·or religion" prot~tion? 
Tbe case tuJ tever get to 1he Su· 

:"~p.eme Coun. llr .. Reagan's llldes, 
~.who led~ that campaign rhetoric, 
liD>01d say to the IRS: '"The president 

wants you to bug off. Give Bob Jones 
"~k lts tax exempt ltatus!'' . ' . 
~ · )fot h"om ipeeclies, ·appointments 
tiii f4rtY guests. but· from cases like 
lob Jones, will we learn what 'kind 
~ pn:si$fent we U'f'9 
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Tax'brake 
.. i 

,G_ .~ ':·: ~~:. .-E-0~\1~0:-.:R:-:"\":"'A~ 
Jim Crow ls alive and well at Bo ones Unlversl· 

t)'. Tbe administraUon at this fundamentalist school ID 
Greenville, S.C., believes the Bible forbids interracial 
dating. As for Interracial marriage, God forbid! Stu· 
,dents who date or marry outside their own race wW be 
upelled, say the university's rules. 

· These strictures, perverse though they may be, 
· 1tould be the private province of the facull)' and slu· 
dent body if the university didn't demand Us right lo 
&1J-e1emptlon from the federal covernrrient. That 
rlcht was lifted by the ~ternal Revenue Service when 
It learned of the sehool's rigid miscegenafion rutes. Tbe 
mliversity fought back. The IRS nondiscrimlnaUon 
rules, its lawyers said, violated the school's First 
Amendment right to practice its religion f117ly. 

.. .. 

~Amendment does guarantee that students, facult71 ancS 
administrators at Bob Jones University have the right 
to pracUce their religion as they see 6L Because lt'a a 
private institution, the school can set any rules of con­
duct lt wants. But the federal 1overnment la aot 
obliged - Indeed it ls forbidden - to subsidize sucb an 
IDsUtuUon If these rules are contrary to federal Jaw. 

Tbe South bas come a long way since the civil· 
rights Jeglslation of the SisUes - especlalt)' in tduca· 
tlon. Some of the most successful school Integration 
programs bave been Implemented below the Muon· 
Dison line. But another form of racial discrlminaUon 
llas reared its ugly head; private academies founded to 
skirt school integration have sprung up all over the 
United States. 

Tbe Bob Jones case, tJien, goes far beyond the 
A federal district court agreed, but an appeals question of First Amendment rights. U the Supreme 

c:ourt cried "Whoa!" The government, said the Fourth Court upholds the IRS case against this university -
Circ\llt Court of Appeals, bas a compelling reason for and we hope it does - the federal tu men should bave 
eliminating all forms of discrlmlnaUon in educaUon. a field day searchln& for 1ucb violations in other pri· 

The appeals court la fi&bt, ol eoarwe. TM Finl • "te ICboola. . 

.. 
·. 

I : . . 

·--·· --····· .J·-·-----·---·--_J-· -- ·----· .L.~·~ ---·- ... ·-f. 
.... ~UJf' ,... IP\f"'H .. !,.. .. "~ IL.t'TIL.tr- ra u:·., ~ .. 
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,; . . . . . .. 
Religious ~chool Is in Tax Battle 
Ove~ Policy of Racial Separatism 

• r111c1auoTMNtwTn,,_ Mr. Taylor 11.ld. "I wonder bOw Tar Uiey 
GREENVILLE, S.C., Jan. 25 - In a are going to take It," Mr. Taylor l&ld of 

c!iurch-state confrontation that bas the Govermnent'a cue ... Are they .IOIDI 
lasted more than a decade, Bob Jcmes . to revoke the tu~empt status o1 cbi 
University, wh!dl operates on conserva- Catholic Church because or tbelr stand 
live Christian prindples, bas petitioned aga!nst women's ordinations?" 
for a rehearing of a Federal Coun dec1- Tbe school bas been Involved ID !ltlp· 
lion threatening Its tu-exempt status~ tlan since November 1'70, when tbe nve-

... , really kind of bolls daWn to a First oue service tent a letter to tbe IChool'• 
Amendment ·case," l&ld O. Sack Taylor president, Bob Jones ad, 11ylq the uni· 
Ir., the Wlfversf'ty's attomey.1be lsSue, wrslt)''I wbfteHIDly adm.lsalons policy 
Mr. Taylor said, Is whether "the state disqu&Ufied the ICbcioJ from Federll &u· 
can tu a church tf the church does not do uempt status. 
what the state wants It to do." Smee tbat time, tile ICbool and tbe 

In late December, a three-mem~ nvenue service bave Ileen banlma over 
panel of the United States Co\lrt of Ap. Che · respec:tlve p-en or cbl.ll'di 1nd 
Deals for the FOUJ1h Circuit In Richmond, state. Aside from tbe princlele Involved, 
\'a., overtun:led a lower court rulmg ~ the unfvenity standl to Jose aeariy 
liolding the right or the university to oper. $500,000 in bai:k cues that lbe revenue 
ate accordillg to fts professed beliefs and 1ervice 1111 tt owes. 

__ ? co continue to receive &u.uempt contrf. In tts legal brief, tbe Govemmeftt 

lllutJcms. ttated that ~Ust practlces still ef. 
1be Internal Revenue Service c:cntends fec:tlvely eut off blacks -- tbe mlin-

tbat tax.exempt status ts reserved for _. " ... • ....... ' 1cbaritable Institutions. 1be JCbooJ cazmot ~ w co~eae. uae... • . 
'be chazitAble If tt operates contrary to Vnlverifty ott1cla1s !saw lild tbat tbe 
.pibUc policy, tbe GoVernment stated m a ,oUcy ls baled oa a literal translation or I 
legal brief, and court nJlings and JegisJa. the Bible. ''Tbe questicm 11 DOC whether i 

. tlon have established DODdiae:rimln&tian ft are d1scrimlnat.ory." Bob 1cmes Jd : 
u public policy. said tn 1972. ''We are, Dd ft bave aner ,. 

AlthOu&h the urifwralty lifted Its policy Cried to 11.tde the fact:'' 
against admitting blaclts Sn 1971 ti ,. One student l&ld Che ICbool llad fewer 
tu:sed to admit unmarried blacki antll than a dozea liDgle blacks wbo 1l1'ed OD 
1'75. A few sf.ogle blacks now attend tbe campus IDd a few more wbo Uved oft: 
unfverslty,buttheyfaceezpul&lcmlftbq o~ . .._ .. ,._ ,. _..._, ...... ! 
·dateumnamedwbltes. ~ - " -te. one .,.....a» -. 
. • • CtvU lll&tltl Act Cltec1 ; •• •If the)' 4', they pt ldclted out. I& II a 

· . small commmllty. ~ lriDOwl 
~ forbade Federal fluncla! wbat everybody else Is cSom;g." 

assistance for any raclalll -~rlmina· A ICbooI rpobsman woufd not '"'91de 
· tory program in the Civil Rigbtl Act Of arsy biblical reference to suppon the unl-

1964. 8v.t ''the 'M Civil Rights Act does ftn.ity'I eeparatilt beliefl but Cbe IW­
not fmpo9e any taxes," Mr. Taylor aid. dent did. 
.. Jt Is rot a t.uing statute." "It la tD the Bible," the student said. 

If Bob 1ones operates eootrary top .. It ""¥!' JOU abcNld DOt be Dl!lqUllly 
~~Pl"'l·~Y.~~~.do.~. J'Dke!d.. 
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Ruling Threatens Religious Freedom t.o ,_.,~, 

B, SAMUELG. DARGAN Trie tacit or centralized tontrol om the whlcb civil government aReftdes pick on 
My TU rn maJor social institutions estate. chun:h. some chun:h institution wnich is practle-

On tlle bottom of page t In the ~~n. I . • I 1 I 1 and' family) is healthy for a society. and Ing some unpopular intt!l'JH!lation of the 
Mornlng News ns a small A.Moc1ated • it was intended by the founders of thl.9 na- Bible. They attack the rellgiou.s and civil 
Prem storJ of 'fer/ great Importance. form of public support for churches. and Uon. In more recent times. .. Jim Crow.. liberties of that particular chan:h In 
The article told 1bout the ruling by the the taxes they do not pay are r,ubllc ex- laws against nclal mixing were thrown court cases and admlnstratl..e orders. 
tu. u. s. Cittuit Court of AP1"11ls In favor penditures ("tu expenditures' ) on their oat because they were beyond the proper Meanwhile, the .. mpectable'' cburcha 
Cl(. tbe In~I '\fnrV'ej' ~ and behalf. Therefore, according to this llmits of civil government. do not come to the defense of the church 

• allfnst BObJOnes ruversi , · reen- argument. the clvll gO'ferrunent should The 4th Circuit c..ut Jiu tre9pu.wd being attacked. and so the government 
rile. ne~lse control cmt;, the mes to which two limits laced on the federal overn- quietly wins and establishes a legal' 

The cm n1ed that the IRS ean legal- this tauiptndlture Is pat. ment (and f:s courts) by the Con~tuUon. precedent for regulation of churches. 
1J ~ear the anlversit)' tax-aeinpt status Now, Uda conceptfon of the fine Is If the ruling against Bob Jones Unm.. 
baue that unlm"Slt)''s policies lltatantlr In error, and the truth must be u!.n:t'::.r asmned ~tl':t, ~ slty is allowed to stand, theft is nothing · 
~ lnterrada1 dating arid mar- stated flatly: the ta1-aempt status of he • fine ($4=i:"ba ~ .. )on · l~all1 to stop a federal age"'7'workln1 
rtlge. , churches la DCJt a public subsidy of char- Bo~'1 J U • i ersi {.. 'flolatln• through the IRS from dictating policies 

· , cite!. It Is a llmlfation on the power of ones n ' 3itJ . a (and overriding theotoa) In any churcll 
In tldl Mta~te1slal attuUon ft are civil govmunent. federal regulations, but not fon1olating acbool. Episcopalians, Methodist, 
~ to foe111 our attenUon · on the • The American Rmlatlon wu fourht any Jaw passed by Con~ Congrm Catholics, Prell~ns. and. Baptl.U 
qlestloa of whether Bob Jones Unlversl- to establlab the Dl'ln 1 1 that cfvll bas not pa~ a law forbidding churches should take note. and take action to proo 
ty 11 right or~ In the.tr tbeologlcally• t .... tie lilimlc ~t!d The ~ from tetching that lntemcliJ marriages tect freedom of religion In America. 

· boed policy Howeftf, we should focus gotmunen m...,. • are anbibllcal, or from structuring 
Git what the federal gcmrnment Is doing stltutlon Is loaded with lbnltaUons on the prlnte schools according to Ulis belief. Whetfler or not one agrees with BofJ 

· In Its In taxing power of the federal government Jones' theoloO be should disagree wltb =bl':;.~ ~eds~~ : ·to pre'fent the government from abasing terfSetond, ::wsh;u :e"'f:ed :f: federal control Or church IChools. Let as 

~=~cbarchor. tr;!g'::i:ltln...:~:e~ or~": by a prt,:'te churcbaacbooL ' ·=d:.. ~.;.':"'C::: i: . 
. mem '(,•IV'"•• thlt the wer to tu contains power to this Is contrarr to the ConstltuUon, lngforammaloflbeantkhmdllrend 
• ~a:;nt~of tbeW:d ~ C:: reguta~rnc1 to destroy, and so the char- :·=~:.=it~~= · aempuned by tbls oatrageomlJ bid. 

.., that -'" not assui ~.__, chea are free from tuea In order that . tbe" court Jiu "enforced" apfmt the court ruling. 
AIDerfcam ww ! Dl"O"fdfng nuu~~ theJ ma7 be free from gu'emment con-
lllllMW'l for any edacatJonal organization troL Thia freedom allows chardles to llllffnftf. · Mt. ·Dlrld II pnememMf ~ 
tbifdl9crtmlnatesontbebufsofnce." defy, lnsomemeuare, tbewisheloftbe . TbeMJaneseuel11lmllarloeCIM!I' tor Ult Boanctnod Corponrtoa fl 

JD oCber wordl, 111-aempt atatal II I dTf1 pmnment. • . recent ltatMeraus-c:bareb • easel In America lnFlorence. . . 
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; Tax Exemption Loss to Be AppeOled, .. 
't. . ; .: 

RICHMOND, Va. 
·(AP)-An attorne1 for 
Bob .Jones UnlversltJ 
said TbursdaJ the fun· 

· damentallst school will 
appeal a federal cQurt 
ruliog that takes away 
Its tax-exempt status 
because of Its baD on 

• Interracial dating and 
marriage. 

The attorney, O . .Jack 
Taylor Jr., of Green· 
vltle, S.C., said be 
badn•t seen the dec:l· 
slon by the 4th U.S. Cir· 
cult Court of Appeals In 
Richmond, but expect· 
ed the school would ap­
peal.· 

A three-judge panel 
ruled Wednesday that 
the school's policies 
prohibiting Interracial 

dating and marriage 
conmct with public In· 
terest In eliminating 
racial discrimination. 

In a split decision, 
the panel overturned a 
lower court decision 

. prohibiting the Internal 
Revenue Service from 
denying the school tax· 
exempt status. 

Bob Jones Universi­
ty, establls~ed In 1940, 
llas about 5,000 stu­
dents ranging from kin· 
dergarteo through col· 
lege and 1raduate 
school. -

Prior to 1971, the 
achool excluded blacks; 
from 1971 untll May 
1975, the school accept· 
ed no applications from 
single black students, 

with the es.ceptlon of 
starr members: and fol· 
lov.ing a· 4th U.S. Cir· 
cult Court Appeals nal· 
Ing In May 1975, It per· 
milted single blacks to 
enroll but had a dlscl· 
p1lnar1 rule preventing 
racial Intermarriage 
anddatlog . 

. In 1970, the IRS an­
nounced ~at It would 
no longer allow charl· 
table contributions and 
deductions and tax ex­
empt status to racially 
discriminatory schools. 

Tbe federa1 govern· 
ment flied a counter­
claim for unemploy­
ment taxes totaling 
Dearl)' U90,000 for 
19'71-1915. 

Federal noo-dlscrlm­
lna Uon policies ••assure 
tbat Amerlcaos wlll not 
be providing Indirect 
support for any educa­
tional organization tbat 
discriminates OD the 
basis of race,•• tbe 
court ruled. 

Bob Jones had lnltl· 
ated the lawsuit to con· 
test payment of $21 in 
federal unemplo1ment • 
taxes. 

... 
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.011 Of Tax-Exempt Status 

The State 
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tloh Jones Will Appeal Ruling~ Attorney Says 
........,,._ 

RICHMOND. Va. - An attomey for Bob Jones 
'niYersity said 'nlunday the fundamentalist school will 
IJl)eal a federal court ruling thal takes away its tax­
lempl status because of its ban on interracial dating and 
iarriage. 

The attorney, Q.,Jack Taylor Jr. of Greenville, S.C., 
tld he hadn't seer. the decision by the 4th U.S. Circuit 
ourt or ApPe&ls Pl Richmond but expected lhe school 
ould appeal. 

A lhree-jud~ panel ruled Wednesday lhal the schoors 
llicies pf9hibiling interracial dating and marriage con· 
ict with public interest in eliminating racial disc:rimina-
1911. 

In a split dedsion. the panel overturned a lower court 
!Cision prohibiting the Internal Revenue Service from 
!flying the IChool tu~empl status. 

'. 

Bob Jones University. established in 1940, has about 
5,000 students ran~ng from kindergarten through college 
and graduate school. 

Prior to 1971, the sdmol excluded blacks: from 1971 
until May 1975, the school accepted no applications rrom 
single black students, with the exception or staff mem· 
bml: and followinR a 4th U.S. Circuit Court Appeals ruling 
in May 19'15, it permitted single bladls to enroll but had 
a disciplinary rule preventing interracial marriage and 
dating. 

In 1910, the IRS announced lhat it would no longer 
allow charitable contributions and demctiom and tax· 
ext:mpl status to racially discriminatory schools. 

Bob Jones had initiated the lawsuit to c:ontest payment 
of $21 in federal unemployment taxes. 

The . federal government filed a l'OUl'l~rclaim for 
. unemployment taxes totaling nearly $490,000 for 1971-1975. 

1o·ec1era1 non-discrimination policies "assure that 
Americans will not be providing Indirect support for any 
t.oducational organiution lhat discriminates on the basis 
of race:· the court ruled. 

'ftle court noted that Bob Jones University . could 
continue to ~ach students its belief that the Scriptures 
prohibit interracial relationships. But the fac:t that a 
relittious belief is sincere doe!I not e1clude the need for 
a rule to prevent such tax-exempt support, the court added. 

In his dissent. Circuit Judge Emory Widener Jr. said 
the courts have already established. that Bob Jone1 ii 
primarily a fundamentalist religious organization. 

"We are dealinR in this case not with the right of the 
government to interfere in the internal affairs or a school 
operated by a churda, but with the internal affaln of the 
churda Itself," he said • 
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Schciof° Loses Exemption for RaCe P01ief . . . ' .. ... . . . . .. . . 
JUcHMOND. Va. <AP> -An ahor· 

! ney for Bob .lones Vnivenity 11id 
't this weelt the fundamentalist scbool 

wm appeal a federal court ruling 
that takes away its tax~xempt status 
~ause of its ban ou lnterra~ 
dating and marriage. 

The attorney. 0 . .lack Taylor Jr .. 
of Greenville, S.C.1 said -he badn'l 

. seen the decision by the 4th tJ.S. 
Circuit Court of Appeals In Rieb· 
mond. but expected tbe school 
would appeal. ·\. • 

A three-Judge panel ruled 
Wednesday that the scbool"s policies 
prohibiting interracial dating and 

· marriage conflict with public inter· 
est In eliminating racial dis· 
crimination. · 

. Jn a split decision. the panel ... 
overturned a lower court deci5fon' 
prohibiting the Internal Revenue 
Service from denying the school tax• 
exempt status. 

Bob .Jones Unfversfty, established 
ln 1940. bas about 'S,000 students 
ranging from kindergarten through 
college and graduate school. 

Prior to 1971. the school excluded · 
blacks: from 1971 1intU May .1975, 
·the school accepted no applications 
from single black students, with the 
exception of staff members; and fol· 
lowing a 4th U.S. Circuit Court A~ 
peals ruling in May 1975, lt permitted 
single blacks to enroll tiut bad a 

.disciplinary rule lreventing racial 
intermarriage an dating. 

In 1970, the IRS announced that 
it would no longer allow charitable 

contributions and deductions ~d 
tax exempt status to ncially dis-
~criminatory schools. • . 
. · .Bob .Jones had Initiated. the Jaw· 
suit to contest payment Qf 121 ln 
federal unemployment tl)les. .. 

· The federal government flied a 
~ounterclaim for. unemployment ' · 
11xes totaling Dearly suo.oeo for 
1971-1975. . . •. • . 

Federal DODdtscrlm!nltlon JGH· 
des •assure that Americabs wllf not · 
.be providing indirect l'Upport for 

. any educational organliatlq1a -that 
discriminates OD the .basis Of nee,• · 

'the court ruled. . · -:. 1 .... r: :· 
The court said Bob .lones Unlver· 

"atty could contJn ue to te~h ~enu 
its belief that the ~r::ures prohibit 

• Dnerrac:1.al relatio ps. ; I 
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f.qx Exemp~iO'n 
Can Be Revoked 

By STEVE ltO\\' 
llob Janf'$ l'nl\'ersny. 1 fun· 

damentali$t four·)·ear school an 
Grttn,·ille. S.C., can be forced 
10 gh·e up its tax-enmpt status 
bfrause ii llH policies barring 
tnttrracial contacts among 
student!', a d1,·ided ffderal ap. 
pealf. court panel decided here 
locla)·. 

Tv.·o mPmbers of 1 lhrff· 
judge panel or the 4th U.S. Cir· 
cuit Court or Appeals overturn· 
ed a lower court decision thll 
denitd action by the federal 
go,·trnment to rt\•oke the un· 
iversit)·'s tax.exempt status. 
The appeals panel majoril)' 
determined that the dis· 
crimlnatOr)' provisions or the 
school policif's were in direct 
conflict v.·ith the broad public in· 
terest in eliminating all forms 
of racial discrimination. The 
majority also ruled that apply· 
Ing federal non-discrimination 
laws to the university did not 
violate Its First Amendment 
rights. 

Federal non·discriminatlon 
policies "assure tblt 
Americans will not be providing 
indirect support for any 
educational organization that 
~discriminates on the basis of 
race,'' an opinion written by 
Circuit Judge Kennetb Hall 
said. 

"The fact that the religious 
belief (against interracial con· 

. tact among students) is sincere, 
·and the policy immutable In this 
case, does not obviate the need 
for a prophylactic rule to pre·. . 
vent iuch support.'' -

The covemment's Interest In 
avoiding any expression of sup. 
port fOr racla I discrimlna tlon In 
private or public education ts 
compellin&. the two-m~mber 
majority al50 ruled. 

• However, the majority also 
· pointed out that Bob Jones 

l1nlverslty could continue to 

teach Its students ill belief that 
tht Scripturts prohibit In· 
terracial relationships. 

· The dis$enting judge was H. 
EmoryWidener Jr.,whoAidhe 
would have come to exactly the 
opposite conclusion of tbe m1· 
jority. 

Hepointedtoa 19734thClrcult 
ruling that Bob Jones Unlver~I· 
cy Is primarily a fundamentalist 
religious organization. 
. Bteause of this definition, the 
ruling by U.S. District Judge 
Robert F. Cllapman that tlle 
school legall)' could retain its 
tax-exempt status was correct, 
Widener said. 
•"We are dealing in tllis case 

not with tlle right of the aovem· 
W\ent to intetfere In tbe internal 
affairs of a school operated by a 
church. but with the internal af· 
fain of the cburcll itaelf," le 
Mid. ' 

••nere Is no dlff,rence In this 
case between the &ovemment'I 
right to take away Bob Jones• 
tax exemption and the govern· 
ment's ri&ht to take away the 
tax exemption of a church 
(that) has a rule of Its Internal 
doctrine or discipline based on 
race "• ," be continued. 

Bob Jones Uni¥trslty In· 
ttiated litigation to contest the 
payment QI S21 lri federal un· 
employment taxes . 

The federal aovemment filed 
a counterclaim for unemploy· 
ment taxes for 1971-1975 In the 
amount or nearly $490,000. 

. Chapman ruled that the Inter· 
nal Revenue Service did not 

01'ave the authority to revoke the 
university's tax-exempt status. 
· Tbeca~ewasarauedlnMarch 
before a three·judge panel that 
also Included U.S. District 
Jud&e Robert R. Merlrlae Jr.-

The policies In question 
prohibit interracial datln& and 
lnterracl1I marrlaae. The 
policies require theexplusionof 
.any students who also belon& to 
-an organization that advocates 
Interracial marriage and the 

, expluslon ofstudentS who would 
encourage otllers to violate the 
achool's re1ul1t1ons on In· 
terraci•I datin& and marriage. . ... 
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T~x Exemption 
Can Be Revoked 

I)' STE\'E ROW 
Bob Jnnn University, a fun· 

damtnrah~t four-year school In 
Grttm·illr. s.c .. can be forced 
10 gi\·e up its aax-extmpt status 
bf'C"ause U bas policits barring 
lnttrracial contacts among 
s1udrnts. a dh'idtd ftdtral ap. 
peals court panel decided here 
today. 

I T\lo'O mtmbers or a lhrH· 
judgP pantl or .thP 4th U.S. Cir· 
cuil Court or Appeals o\•erturn· 
td a lower court deC"ision that 
dt'nted action by the federal 
Jt'IVtrnment to rt\•oke the un· 
j\·trsity's tax·extmpt status. 
The appeals panel majority 
determined that the dis· 
criminatory provisions of the 
school policits were In direct 

· conflict \lo'ilh the broad public In· 
cerest tn eliminating all forms 
of racial discrimination. The 
majority also rult-d that apply· 
Ing fedt-ral non·discrimination 
Jaws to the university did not 
violate Its First Amendment 
rights. 

Federal non·discrimlnation 
policies "assure t~at 
Americans will nos be providing 
indirect support for any 
educational organiza1ion that 
discriminates on the basis of 
race," an opinion wriuen by 
Circuit Judge Kenneih Hall 
said . 

.. The fact that the religious 
belief (against interracial con· 
cact a~ong students) lssincer~. 
and the policylmmutableln this 
case, does not obviat~ the need 
for a p;ophylactic rule to pre·. 
vent such support." 

The covemment's tnterest tn 
avoiding any expression of sup. 
port for racial discrimination In 
private or pubJlc education i~ 
compelling. the tw~m~mber 
majority also ruled. 

However, the majority also 
pointed out that Bob Jones 
University could continue co 

cf.ch Its students Us belief Chat 
the Scriptures prohibit In· 
terraclal relationships. 

The dissenting judge was H. 
EmoryWidener Jr .• whosaldhe 
would have come to exactly the 
opposite conclusion of the ma· 
jorlty. 
· Hepointedtoa 19734thCtrcult 
ruling that Bob Jones Unlversl· 
ay Is primarily a fundamentalist 
religious organization. 

Because of this definition, the 
ruling by U.S. District Judge 
Robert F. Chapman that the 
school legally could retain Its 
tax-exempt status was correct, 
Widener said. • 
·"We are dealing in this case 

not with the right of the govern· 
snenttolntetferelnthelntemal 
affairs or a school operated by 1 
church, but with the internal •f· 
fairs of the cburcb Itself," Ile 
said. · 

"There Is nodlff,rencetn this 
case between the government's 
right to take away Bob Jones' 
tax exemption and the govern· 
ment's right to take away the 
tax exemption of a church 
(that) has a rule of its Internal 
doctrine or discipline based on 
race . ~ •• "he cominued. 

Bob Jones Unlverstty In· 
Uiated litigation to contest the 
payment Qt $21 iri federal un· 
employment taxes. 

The federal government filed 
a counterclaim for unemploy· 
ment taxes for 197J.1975 In the 
amount of nearly '490,000. 

Cbapman ruled that the Inter· 
nal Revenue Service did not 
have the authority to revoke the 
university's tax-exempt status. 

The ca~e was argued In March 
before a thrtt-judge panel that 
also Included U.S. District 
Judge Robert R. Merhige Jr. 

The policies In question 
prohibit interracial dating and 
Interracial marriage. Tbe 
policies require the expluslon of 
any students who also belon1 to 
·an organization that advocates 
Interracial marriage and the 
explusion ofstudents whowoLild 
encourage others to violate the 
school's regulations on In· 
terracial dalin& and marriage. . ... 

.. 
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University Argues to /(eep Racial 
Ri~hmond New• Leader, Tuee., M~~h 4, 1980'i1 

Poli Ci es, Tax Stat us 
Widener. suwsted further 

B~· STEVE ltoi' that the .IRS re1ulation con· 
A ff'Cf Pral appt>alr.c<'aJrl panel cernlng tax-exempt status for 

flrrt'fla!-tv't'nur8f'db!'•n~t1or· sectarian schools might be 
· ftPY fnr B!ttl Jonf'f. ttn ·vf'ntty to "overly broad if itr. purpose II 
uph(l!d a 1udg,.·nuJiiJ th.at thf' to regulatf' the churches .... 

. u"i''f't!-11\" 's rohctef. barring in· Walker drscribed the conflict 
tPrr1r1ef contactf. among itf as a classic First Amendment 
"udPno. canMt hf .Jf.t'd to f'nd case Involving freedom of 
thr t-rt.nnt ,. tn·f'Xf'"1Jlf ftatur.. religion. 

u·.,~1.,,. u·alkt'r. iuornf'y for "We say this Is not dis· 
thf' GrPn1v1llt. S C • tchool, crimination In a legal sense; 
f(lld a rhr~·JUdgE ~nel of the this ts an exercise or our 
4th U ~. rircun court of Ap· religious beliefs."' .he argued. 
puts yf'U•rday that con· . At lssue·are poJicin that. ac· 
tribuuonf. to thf' ;.choot have cording to the IRS. "prevent 
almost bun eliminated ··virtually any association 
bPc.aus.e tlie tnterr1al Revenue among male and female 
Service ha!- htld th at the school students of different races on 
ts not er1itled to taxexempt the campus ... 
'tllU!- 4 

But lfl(lflard H £n1ke Jr .• a RIGHTS •VJOLATED• 
l1 S Depa'!'tmPnt •''Justice at· The federal govemment has 
t(lrnry. tfild tht p.tnPI !hat the pointedoutthatthepoliclesfor· 
un1venity is not entttled to bid students of different races 

f•deral financial support 
thr(lugh ta" bPnef1n bf-cause its 
policin are racially dis· 
Crtf!linatory. 

U.S Dimirt JudJf' Robert F. 
rflapman rlParly errt'd whm 
hf' rulPd that thf' school is a 
"religlou!o organi&:afion or or· 
dn·· and not subjttt to the 
racial non-discrimination re­
quirements in tax laws for con­
s1der atit1n as a tax-exempt 
educational institution. Henzke 
arguPd. -

ATTORNEY QUESTIONED 
Chapman ruled that the 

polkiH affeocting students. 
wrre based on the religious 
beliefs and teachings of the 
school's founder and board. 

If the ''M:hool exi!-ts primarl· 
ly for the propagation of its 
rthglous behefs, how can the 
ludge's finding be wrong?," 
Judge H. Emory Widener Jr. 
asked Henzke. 

1 from eating together, visiting 
the university snack shop at the 
same time, walking together 

· from one building to another, 
playing tennis together and at· 
tending sport& events together. 

Such policies are vlolatina. 

the constitutional rights of 
white students as well as those 

·of blacks, the federal govern· 
ment has argued. 

U.S. District Judgl! Robttt R. 
Merhige Jr. of Richmond, 
sitting bydesignationonthe ap­
peals panel, questioned Walker 
about thlsaspect of the policies. 

"What about the rights or 
studentswhomlywanttolnter· 
marry? Don't they have the 
right to choose?" 

I "They don't have that right 
and atteftd Bob Jones Unlver· 
1ity," Walker replied. 

••Whtch means that this af. 
feels other people's First 
Amendment rights," Merhip 
•Id. · . 

WatkercalledthelRSrqula· 
tlon that ended the school's tax· 
exempt status a "very heavy 
penalty" for the practice of 
freedom of religion. 

•'The lnstltutiOh needs funds ---- ____ _.. -- -
to survive, and contributions to 
Bob Jones hav~ been 
mini}1'1ized, almosteJimlnated. 
since Cthe regulation wasenfor· 
red). This is quite severe," he 
said. 

Henzke irgued that. with tax· 
---··· 
exempt status. Bob Jones 
University rould revert to a 
pre·1970 school policy that ex· 
eluded blacks from attending. 

"The school's secular con· 
duct makes It subject to the 
non-discrimination conditions 

· tn law for tax.exempt ifi!iis."' 
Henzke argued, ref t!TrlnJ ~othe 
Jchool's wide offering .Qf. aon· 
religious courses. '" ; 

The three·judge pan" ~0ok 
jesterday'• arguments undPr 
advisement. ··:. ~; 

.. 

... ., .. 
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Internal Revenue Service 

memorandum 
date: January 7, 1982 

to: Margery Waxman 

from: 

Deputy General Counsel 

Kenneth W. Gideon 
Chief Counsel -

subject: Bob Jones case 

• 

As you requested, attached is a copy of the draft 
Department of __ Justice memorandum requesting dismissal 
of the Bob Jones and Goldsboro cases. As I stated in 
our telephone conversation, my concern is that the motion 
be narrowed sufficiently to avoid any argument that 1959 
regulations expanding the definition of "charitable" not 
be implicitly invalidated •. A draft paragraph to be 
substituted for the first paragraph on page 2 is attached. 

Similarly,·! wo.uld again reurge that the appeal in 
National Alliance be allowed to continue. No public 
policy argument would be presented. The sole issue on 
appeal would be a request to the Court of Appeals to 
reconsider its decision invalidating the "educational" 
definition in the section SOl(c) (3) regulations. 

Execution of the decision now awaits receipt by 
the Commissioner of written instructions to reverse our 
position in the Bob Jon·es and Goldsboro cases. 

Attachment 



On reexamination of the language and legislative 

history of section SOl(c) (3), the United States has 

qoncluded that Congress did not intend to vest the 

Commissioner of Internal Revenue with discretion to 

deny otherwise qualifying organizations tax-exemption 

on the basis of "public policy". Only in those situations, 

such as section SOl{i) where Congress has acted explicitly 

to deny exemption, does the Commissioner possess the 

authority to deny exemptions•n grounds 1:18l:it~t.1rnb ?I 

~~tiil::;~~~~~~~~~ 
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MEMORANDUM 

Analysia of the •tatutory authority for 
the Internal Revenue Service'• Ruling • 
that a private •choo1 does not qualify 
as a tax-exempt organization under 
Sect.ion 50l(c)(3) of tbe Internal Revenue 
Code of 1954 unless it establishes that 
its admissions and educational p:>liciea 
are operated on a racially nondiscriminatory 
baai• 

• 

Currently J)ending before tbe Supreme Court on writ• of 

certiorari are Bob 3ones Univeraity v. United States, No. 81-3 1 

and Golc!sboro Christian Schools·, Jnc. v. United States, No. 11-1, 

in Which petitioner educational institutions Challenge tbe Court 

of Appeals decision that the Commissioner of Internal Revenue 

acted within bis statutory authority in determining that, because 

of their undisputed racially restrictive admissions policies 

and other discriminatory policies, petitioners do not qualify 

as tax-exempt organizations under Section 50l(c)(3) of the 

" . 
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Internal Revenue Code of 1954 or •• eligible doneea of charitable 

4:ontributiona decSuctible under Section 170(a) and (c)(2) of 

the Code. As detailed fully in the following discussion, 

the Comm!11ioner•a ruling denying tax-exempt status to racially 

discriminatory private educational institutions ia aupportea 

by neither the language nor the legislative history of Section 
• 

SOl(c) (3). 

STATUTE INVOLVED· 

Sections SOl(a) and (c)(3) of the Internal Revenue Code 

(1971) (26 u.s.c.· §§SOl(a) antS (c)(3) (1971)) provide in 

pertinent parts 

.. -

Sec. 501. Exemption from tax on corpor­
ations, certaln trusts, etc. 

(a) Exemption from taxation.--An organi­
.&ation described in subsection (c) • ·• • 
shall be exempt from taxation uncSer this 
subt.i tle • • • • 

(c) List of exempt organizations.--'l'he 
following organizations are referred to 
in subsection (a)a 

(3) Corporations, ana any community 
chest, fund or foundation, organized and 
opera.tea exclusively for religious, 
charitable, scientific, testing for 
public safety, literary, or educational 
purposes, or for the prevention of 
~ruelty to children or animals, no 
part of the net earnings of which inures 
to the benefit of any private shareholder 
or indivicSual, no substantial part of 
the activities of Which is carrying on 
propaganda, or otherwise attempting to 
influence legislation, and which does 
not participate in, or intervene in 
(including the publi1hing or distri­
buting of 1taternent1), any political 
campaign on behalf of any ca~idate 
for public office. 

• 
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FACTUAL BACKGROUND 

Bob Jones University - No. Bl-3 . 
1. Petitioner Bob Jones Unlveralty (•Bob Jone••) ia a 

nonprofit organization incorporated in 1952 under tbe law• 

of South Carolina •for the general ~ucat.lon of Joutb in the 

essentials of culture and ln the arts and aciencea, giving 

•pecial emphasl• to the Chri•t.ian religion and the ethic• 

revealed !n the Holy Scripture• ••• •• Bob Jones provides 

instruction for •tudent.a from kinc!ergarten tbrougb college 

and grac!uate achool, enrolling nore than 5,000 atudenta 

and offering nore than 50 accrec!ited degrees in aecular 

aubjec~a. All courses are taught in accor&!ance witb the 

dictates of Biblical Scripture. Teachers are required 

to be "born again" C'hristians, and students are screened 

as to their religious beliefs and their conduct is strictly 

regulated. 

Frorr. its inception, Bob Jones bas maintained a racially 

restrictive policy forbidding its students to engage in 

interracial dating and interracial marriage. These policies 

are based upon the belief that God intended the various 

r~ces tQ live apart, and that intermarriage of different 
~~: .. 

races is contrary to God's will and to the Scriptures • .. 
prior to 1971, Bob Jones excluded blacks entirely from 

• 

enrollment. Fran 1971 until 1975, married blacks and members 

of other minority races or ethnic groups were not excluded 

from enrollment, but Bob Jones continued to deny admission 
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• 

to unmarried black• unless tbe applicant had been a ataf f 

aember. of Bob .Tones for at 1ea•t four rear•. See Bob .Tone a 

Vniver•ity v. Johnson, 396 F. Supp. 597, 600 • n. 9 (o.s.c. 
1974), aff 'd without publiahea opinion, 529 F.24 514 (4tb 

Cir. 1975). During tbi• latter period, Bob Jones• doctrinal 

policy did not apecifica11y require the exclusion of black•, 

but denying admission to unmarried blacks wa1, in tbe achool'• 

judgment, the best 1nean1 of implementing ita probibition 
. ·-· 

again•~ interracial dating an4 marriage. 

Jn response to decisions of the court of appea1a' 

in Bob 3ones University v. Johnson, 529 F. 2d 514 

(4tb Cir. 1975), and in Mccrary v. Runyon, 515 F. 2d 1082 

(4tb.C!r. 1975), aff'd, 427 u.s. 160 (1976), Bob .Tones revised 
.• ... 

its admissions policy to permit unmarri~ blacks as well a• 

married blacks to enroll as student•• Jt continued to deny 

admission, however, to any applicant known to be a partner 

in an interracial marriage, and it established disciplinary 

rules requiring the exp,ulsion of any •tudent (1) who was a 
" 

partner in an interracial marriage, (2) Who was affiliated 

with a group or organization advocating interracial marriage, 

(3) who engaged in interracial dating, or (4) wbo encouraged 

othe.rs to~vioiate Bob Jones• rules and prohibitions against 
,~ .. -

interracial dating. 'J'he University required each student to 

attend a •rules meeting" at Which tbe aeveral discriplinary 

rules were reviewed, and further required each atudent to 

• 

aign a atatement promising to abide by these racial restrictions. 
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Until 1970, the Internal Revenue Service recogni&ea 

lob 3ones as a tax-exempt organi&ation under Section 501(c)(3) 

of the Internal Revenue Code of 1954 ("1954 coae•) 

(26 u.s.c. f50l(c)(3)). See ~ob 3onea University v. Simon, 

416 u.s. 725, 735 (1974). On 3uly 10, 1970, the Service 

announced that it would no longer accord tax-exempt atatua 

_ under Seet_ion 501 to private acbools maintaining racially 

.. ~discriminatory iiolicies ant! that it would not continue to . 
treat gift• to aueb achools a• det!uetible contributiona 

. !/ . 
under Section 170. Jn November 1970, the Service 

sent letters to approximately s,ooo organi&ations operating 

private schools, including Bob 3ones, announcing it• new 

policy:and ilqu~sting proof of a nondiscriminatory admission• 

policy. Bob 3ones responded that it did not admit black 

students and, in September 1971, further atated that it bad 

no intention of altering that policy. The Service therefore 

• 

!7 The Service's relnterpr~tation of Seetion 50l(c)(3) 
was spurred by litigation. Jn Green v. Connally, 330 F. Supp. 
1150 (o.o.c. 1971), aurnmaril aff 1d er curiam sub nom. 
Coit v. Green, 404 u.s. 997 1971 , parents o black public 
school students sued to enjoin the United States from 
according tax-exempt status under fSOl(c)(3) to private 
schools in Mississippi that discriminate against blacks. 
The Service initially took the position that racially 
i~g_regat~ve private schools were entitle«:! to tax exemption 
UndeT Section SOl(c)(3), but it reverse~ its position· 
prior to entry of the district court's decision in favor 
~f plaintiffs. 'l'he Supreme Court's summary affirmance 
tif Green, therefore, "lacks the precedential weight of 
a case involving a truly adversary controversy." Bob 
3ones University v. Simon, 416 U.S. 725, 740 n. 11-rI"974). 
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ccmmenced administrative proceedings leading to t.be revocation 

of Bob Jonea• tax exemption and of it• aavance assurance 

of deductibility. Jn January 1976, after.the university'• 

attempt to enjoin those proceedings had failed ln the Supreme 

Court, aee Bob Jones University v. Simon, 416 u.s. 135 (1974), 

the Service issued a final notice of revocation, effective 

as of December 1, 1970. 

2. Seeking to reins~~te it• exemption, Bob Jones brought. 

thi• action in the United States Diatrict. Court for t.be 

District of South Carolina for refund of $21 in federal 
2/ 

unemployme~t taxes for the year 1975.- 'l'he government. 

counterclaimed for approximately $490,000 in feaeral 

unemployment. taxes for t1't· year• 1971 through 1975. 

Following a trial, the district court held that Bob Jones 

qualified for tax exemption under Section 50l(c)(3) of 

the 1954 Code as an institution organized and operated exclusively 

for religious and educational purposes, and that t.he University 

was not required to demonstrate a nondiaeriminatory racial 

policy in order to so qualify. 468 F. Supp. 890 (D.s.c. 1978). 

A majority of the court of appeals reversed, rejecting 

the district court's hypothesis that Bob Jones was entitled 
.._ ·-ii, . 

to ~ax" exe1·_pt status because it ls a "religious" institution 

2/ Pet.it.io.'ler 1 s quali ficat.ion for an exemption from federal 
unemployment taxes (FUTA) under 26 u.s.c. \3306(c)(8) turns 
on its entitlement to statue as a tax-exempt organi~ation 
un~er Sect.ion 50l(c)(3). See Bob Jones University v. Simon, 
aupra, .416 u.s. at 727-728. 
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and qualifies under the aeparate1y enumerated •rellgloi.aa• 

category of Section 501(c)(3). Relying on tbe tbree-judge 

district court'• decision in Green v. Connally, 330 F. Supp. 1150 

(D.D.C.), summarily aff'd per curiam, aub nom. Colt v. Green, 

404 u.s. 997 (1971), tbe court concluded that Sect.ion 501(c)(3) 

must be viewed against the background of tbe law of cbaritable 

~ruata. 'l'hu1, tbe panel majority agreed wit'h the Green 
~ ~ ~~;· 

decision (330 F. Supp. at 1156-1160) ~bat to be eligible for 

tax exempt statue under Section 501(c)(3), •an lnatitution 

must be 'charitable' in the broad cannon law aense, and 

therefore must not violate public policy.• 'l'he majority 

found support for this view in tbe statutory framework of 

tbe 1954 Codes "Section 11o·~~be Code, tbe companion 

provision to ·section 50l(c)(3), places the separately enumerated 

purposes in that section under tbe broad beading of 'charitable.'" 

Because Bob 3ones' racial policies violated clearly defined 

public policy, rooted in the Constitution and the decisions 

of this Court condemning racial &liscrimination, and since 

there is a government policy against subsidizing racial 

discrimination in education, public or private, the court of 

appeals majority held that "the Service acted within its 
~ "":'.. 

atatutory author"ty in revoking [petitioner's] tax exempt 

atatus • • • " 

l 
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In ao doing, the majorit.1 rejected Bob 3onea• argument. 

that. application of the Service•• nonaiacriminat.ion policy 

to it. violates the Free Exerc1ee Clauae of t.be Firat. Amendment., 

noting that. tbe Service•• policy would neither prohibit. Bob 

3one1 from ac!hering to it.a teachings nor force an1 individual 

atudent t.o violate hie beliefa. With respect to Bob Jones• 

Establishment Clause claim, t.be majority conc1ut5ed that "t.be .. . 
uniform application of tbe [Service'•] 1)11e to all religioualy . 
operated acbool• avoids tbe neceasitf for a potentially 

entangling inquiry into wbether a racia11f restrictive practice 

is t.be result of sincere religious belief" (Pet. App. A161 

empbasis in original). 

Judge Widener dissented, concludJJ\S ~bat "Bob Jones 

Vniversity ie a religious organi&ation" wit.bin the meaning 

of Section 501 (c) (3) and that tbe ma~ority, t.be Servi_ce, and 

• 

the district court in Green v. Connally, supra, bad misconstrued 

Section 50l(c)(3) by insisting that each oft.be eight types 

of organizations identified in t.be statute as tax-exempt 

qualify as "charitable" organi%ations under t.be cannon law 

of charitable trusts. According to Ju~ge Widener, Section 

50l(c)(3) grants tax-exempt status to each class of organi~ation 
.. ~ ~:oio . 

enumerated in the etatut~, and because Bob Jones falls within 

-one of t.hose classes ("re:igious"), the IRS cannot revoke 

tbe exemption granted by Congress. Finally, Judge Widener 

atated that the public policy favoring free~orn of religion 



_,_ 
• 

may not be •ubordinate4 to tbe public policy against racial 

diacrimination in the context of .private, non-tax-funaea 

re1igous institutions. 

B• ·· Goldsboro Christian Schools - No. 81-1 • 

1. Petitioner Goldsboro Christian Scboola, Jnc. 

(•Goldsboro•), i• a North Carolina nonprofit organi&ation 

incorporated in 1963 ••to conduct an institution or lnstitutiona 

.. of learning for the general ec!ucation of Youth ln tbe essential• 
~ . 

. •.. ·-· - .. of culture and it• art• and aeiencea,· giving apeclal emphasia 

to tbe Christian religion and tbe etbica revealed in tbe 

Holy scriptures * • •.• At least since 1969, Goldsboro 

maintained a regularly enrolled student body (750 atudenta 

in 1973-74) for kindergarten and grades one t.brougb twelve 

and bas satisfied the requirement.a of Nortb Coro~lua for 

secular education in private acboola. Submissions to tbe 

State inaicate tbat Goldsboro requires its bigb aehool 

students to take one Bible-related course during each 

semester. In keeping with Goldsboro•• overall purpose 

and with the desire of its founders to provide a aecular 

private school education in a religious setting, Goldsboro•s 

practice is to begin each class with a prayer. 

~~ Basea upon its interpretation of the Bible, Goldsboro 

bas maintained a racially discriminatory a~missions policy 

einee the time of ita ineorporatie~. The policy reflects 

a belief that God intended a •separation of the nations 
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and races• and tbat it ia necessary to diacourage •any 

kin4 of .ocial intermingling bJ • • •.etudenta tbat cou1a 

eventually lead to intermarriage of tbe races and a correa­

poni:Sing breakdown of dlatinctlves estab1labe4 by a1migbty 

God~· Pursuant to tbe Service'• 1970 noncliacrimination ruling, 

tbe Commissioner ~e~ermined tbat Goldsboro did not qualify 

for exemption from federal aocial eecurlty taxe1 (FICA) un~er 

Sect.ion 312l(b)(B)(B) of tbe Code, or· for exemption from 
. 

federal unemployment taxee (FU'l'A) un4er Section 3306(c)(S) 

of tbe Co4e and, in 1974, a1ses1ed FICA and FUTA taxes against 

it. After making partial payment, Goldsboro instituted tbi• 

action in the United States District Court for tbe Eastern 

District of North Carolina seeking a refund of $3,459.93 

in federal withholding, FICA, and FUTA taxes for 1969 tbrougb 

1972. The government counterclaimed for $160,073.96 in 

taxes for that period. 

2. On the parties' cross motions for aummary ~udgment, 

the district court ruled that tbe Service bad properly denied 

Goldsboro tax-exempt status under Section 50l(c)(3) and tbe 

tax benefits associated with qualification as a Section 

50l(c)(3) organization, because its racially diecriminatory ' ..__ . 
admissions p:>licy violated the declared public p:>licy of 

the United States. 'l'he court of appeals affirmed, with 

one judge dissenting. Finding the case w1aentica1• to the 

Bob 3ones University case, tbe court of appeals aajority 

• 
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upheld the Service'• act.ion on the authority of it• decision 

in tbat caae. 3u4ge Field diaaented for the reason• atatecS 

by 3u~;e Widener in bi• d11aenting opinion in Bob 3one• 

Vniversity. 

PIS CUS SI ON 

The threshold issue presented by these caaea i• one of 

atatutory constructions J>id Congreaa int.enc! to deny tax-exempt 

status under Section 50l(c)(3) to nonprofit private educational 

institutions that, on the baaia of aincerely be14 religioua 

beliefs, maintain racially diacriminatory adm11aions policies 

or other racially discriminatory practices? Jn order •.o 

answer this question affirmatively, aa have the Internal 

Revenue Service, the district court in Green v. Connally, 

supra, and tbe Court of Appeals for the Fourth Circuit, one 

~ust conclude (1) that Congress intencSed all eight classes 
\ . 

cf crganiz.ations listed in Section SOl(c)(3) to qualify aa 

•charitable" and (2) that Congress used the term •charitable" 

in Section 50l(c)(3) in its comrron-law aense -- that is, in 

the sense that an crganiz.ation cannot qualify as "charitable" 

if its purposes or practices violate public P'licy. 

A· Statutory Language 
-~·- ~-~The search for congressional intent must, of· course, begin 

with the words cf the statute to be construe~. !!!• ~·· ~orth-
west Airlines, Inc. v. ~ransport Workers Union, - u.s. ' -
101 s. Ct. 1571, 1580 (19Bl)r United States v. Oregon, 366 

u.s. 643, 48 (1961). Section S0l(c)(3) •xempts fran taxation 
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•[c]or1:Qration• • • • organi&e4 and operated exclusively for 

religious, charitable, acientific, testing for public aafety, 

literary, !?!. educational purpoeea, ~ for tbe prevention ~o 

cb114ren or animal• • ••• • 26 u.s.c. fSOl(c) (3) (1971) • 

(emphasia added). By aeparately enumerating eight purpose• 

or functions entitling nonprofit corporations to tax-exempt 

treatment, and by ~oining tbem witb the disjunctive •or,• 
. Congress clearly mainfested its intent to accor4 tax-exempt 

atatus to any organization organized and operate4 for any 

one of the enumerated purposes or functiona. !!!• !.•ll•, 

Reiter v. Sonotone Corp., 442 u.s. 330, 339 (1979) (•canona 

of construction or4inar11y suggest that terms connected by 

a disjunctive be given separate meanings, unless the context 

dictates otherwise.") Equally clear from the aeparate 

references in Section S01(c)(3) to •educational" and 

•cbaritableu organizations 11 •congress' intent that 

not all educational institution• must also be charitable 

institution& (as that tenn was used in tbe comnon law) 

in order to receive tax-exempt atatus.• Prince Edward 

School Foundation v. United States, u.s. , 101 - -
s. Ct. 1408, 1409 (1991) (Rehnquist, J., joined by Stewart 

an4,Powell, .:J. J., dissenting from denial of certiorari). 

Thia cornnon-aense interpretation of the plain language 

of Section 50l(c)(3) i• confinned by aister provisions in 

~be Internal Revenue Code aubehapter dealing wit~ exempt 

organi&ation&. The language employed by Congress in Sections 
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503, 504, and 513 of tbe Code unmistakeably reflect a congrea­

elonal intent to recognize eacb of tbe purpose• or functlona 

enumerated in Sect.ion 501(c)(3) as a 41.ecrete and independent 

•basis for • • • exemption unaer Section 501(a).• See 26 

v.s.c. §§S03(b)(3), 504(a)(l) • (3), and 513(a). Prior to 

1969, Section 503 provided for tbe denial of tax-exempt 

atatus to organi&ations otberw1ae qualified under 501(c)(3) 
. 3/ 

if they engaged in certain prohibited transactlona.-

Section 503(b) provi4ea, in pertinent parts 

Thia Section shall apply to any organization 
described in section 50l(c)(3) ••• 
except --

~ .. ~ .. 

(1) a religious organi&ation •• •t 

(2) an educational organization ••• , 

(3) an organization which normally 
receives a substantial part. of 
its eupP:>rt (exclusive of income 
received in the exercise or 
performance by such organization 
of its charitable, educational, 
or other fureose or function 
constituting the basis for its 
exemption under •ection SOl(a)) 
from the United States or any 
State or political subdivision 
thereof or from direct or 
indirect contributions from 
the general publici •• • 

3/ References to organizations described in Section 50l(c)(3) 
;ere deleted from Section 503 in 1969. 

• 
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The language unaerscored above, ~icb a180 ap~are4 in tbe 

p;e-1969 version of Section S04(a)(l) an4 (3)~ an4 appear• 
!I in tbe current vereion of Section 513(a), plainly reflect• 

Congreaa• intent (1) that •cbaritable" purpo1e1 be viewed aa 

aeparate and distinct from •eaucationa1• purposes and any 

otber •purpose or function• enumeratea in Section 501 and 

(2) tbat eacb aucb purpose or function constitute a sufficient 

a~ lndepende~t ba•i• for exemption una~r Section SOl(a). 

4/ Section 504(a)(1) and (3) provided, for tbe denial of 
tax-exempt status to any organization Whoae retained income 
during the taxable year ia 

•unreasonable in amount .or duration in order 
to carry out the charitable, educational or other 
purpose or function constituting the basis for 
exemption under Section SOl(a) of an organization 
described in Section SOl(c)(3)s or ••• (3) investea 
in such a manner as to jeopardize the carrying out 
of the charitable, educational or other purpose or 
function constituting the basis for exemption under 
Section SOl(a) of an organi~ation described in Section 
S01(c)(3)." 

Substantially identical language was contained in Section 3814 
of the 1939 Internal Revenue Code. This Section 504 was 
repealed by Congress in 1969. P.L. 91~172, llOl(j)(lS). 

• 

5/ Section 513(a) provides, in pertinent. part, that the 
t'erm "unrelated trade or business" in the context of Section 511, 
(\Jnieh imposes a tax on unrelated business income of otherwise 
tax-exempt organizations means "any trade or business the conduct 
of \Jnich is not substantially related ••• to the exercise 
or pt'rformance by such organi%ation of its charitable, 
educational, or other purpose or function constituting the 
basis for its exemption under Section 501 (or, ••• to the 
exercise or performance of any purpose or function described 
in Section 501 (c) ( 3)), • • • " Substantially identical language 
appeared in Sect.ion 422(b) of the 1939 Internal Revenue Code. 
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Jndeed, the re;u1atlons promulgated by the Internal 

Revenue Service under Section 501(c)(3) are wholly inconsiatent 
I 

with the statutory interpretation it now ~vocate•• According • . 
to I 1.so1(c)(3)-1(c!)(l)(i) of the regulationa, an organi&ation 

may be exempt •tf it is organi&e4 an4 operated exclue:lvely 

for one or more of the following purpo1es1 (a) Religiou•, 

(b) Charitable, (c) Scientific, (4) Testing for public •afety, 

(e) ~iterary, (f) Ec!ueat:lonal, or (g) Prevention of cruelty 

to chilc!i·en or animals.• 26 c.F.a. f 1.so1(c) (3)•1(c!) (1) (1) 

(emphasia added). The regulation• state further that 
' 
since eaeb of the purposes specified in subdivision 
(i) of~& subparagraph is an exempt rurrtse in 
itself, an organization may be exempt f t la 
organized and operated exclusively for any one or 
1TD~e of sueb purposes. • • • For example, if an 

. organization claims exemption on the ground that it 
is "educational", exemption will not be ~enied if, in 
fact, it it "charitable"." 26·c.F.R. f 1.so1(c))(3)-l 
(d)(l)(iii) (emphasis added). 

As noted above, supra at ____ , the Court of Appeals 

found support for it.a interpretation of Sect.ion 50l(c)(3) in 

Section 170 of the Code, which •places the separately enumerated 

purposes in[§ S01(e)(3)] under the broad heading of. 'c'haritable' 
' 

end permits deduction of contributions made to organi~ations 

serving those purposes." 639 F. 2d at lSl n.6. The actual 
'ki._ ~ 

language of Section 170, however, belies the Court'• 

construction of either aection of the Co~e. In tbe first 

place the <ltbroad heac!ing" or capt.ion for Section 170 is 
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•Charitable, ~·· contributions and gifta• (empbaai• 

•Uppliea), ~ich •uggeata t.bat. the contributions and gift.a 

t.o be. discussed in that eection would not all be conaic!ered· 

contributions and gift• to •charitable• organization• aa 

t.bat. term is used in other eectiona of t.be Code. The 

definition of •ch~ritable contributions• for purposes of 

Se~ion .170 confirms t.bat. reading. Subsection (c) of 
• Section 170 etatea in relevant part •• fo11owaa 

(c) Charitable contribution defined.--For 
purposes of tbi1 section, the term •charitable 
contribution" means a contribution or gift t.o 
or for t.be use of--

• • 
(2) A corporation, trust, or 

ccmmunity chest, fund, or foun4ation--

• 

(A) created or organi&ed in the 
United States or in any possession · 
thereof, or un4er the law of tbe 
United States, any State, the District 
of Columbia, or any possession of' tbe 
Vnited St.atesr 

(B) organized and operatea 
exclusively for religious, charitable, 
scientific, literary, or eaucational 
purposes, 2!: for tbe prevention of 
cruelty to children or animals: ••• 
26 u.s.c. 1170 (1971) (emphasis added). 

(C) no part of tbe net earnings 
of Which inures to the benefit of any 
private shareholder or individualr and 

(D) Which is not disqualified for 
tax exemption under •ection 501(c)(3) 
by reason of attempting to influence 
legislation, and which ~oes not 
participate in, or intervene in 
(including the publishing or di•tributing 
of statements), and political campaign 
on behalf of any candidate for public 
office. 26 u.s.c. f 170 (1971) (emphasi• 
aupplied). 

• 
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The definition of tbe term •charitable contribution• relate• 

•olely to-Section 170 anti it ia definea partly in term• of 

the purpose• for Which certain organiz.ationa are organl&e4 
4 

and create4, namely, •religioua, cbarit.ab1e, acientific, literary, 

~ educational [£!: apecified otberJ purposes.• These varioua 

individual purposes eacb qualify an organization to receive 

•charitable contributions.• Jt would be an error of logic to 

interpret. t.bis Section converaely to mean t.bat. eacb type of 

organization Whicb receives a •charitable contribution• must 

aerve a •charitable• purpose as well as one of tbe other 

separately specified purposes. •etiaritable contribution• 

is defined in terms of gifts to organizations Vhicb aerve 

certain purr.:'!?~~•, tbe organizations do not take on a I 
. 6 

"charitable" purpose because they receive What. tbe draftera-

of Section 170 bave chosen t.o call "charitable contributions." 

It. is thus clear from botb t.be statute'• language 

and tbe Service's interpretive regulations, tbat an organization 

ta entitled to tax-exempt at.at.us if it i• organized and 

operat~ exclusively for any one of tbe purposes of functions 

enumerated in Section 50l(c)(3). Ev~n if it could reasonably 

¥/t::t. Moreover, if all organizations which receive "charitable 
contributions were required to conform to cannon-law notions 
of charity, the requirement of I 170(c)(2)(C) t.hat no part 
of the earnings of an organi~ation Which receives "charitable 
contributions" may "inure [] to t.he benefit of any private 
ahareholder or individual," would be superfluous. See P• , - -infra. 
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be concludea, however, t.bat Congress intende4 all t.ax-exempt 

organ!&at1ons to qualify •• •cbaritable" under Section 501(c)(3), 

it. i• doubtful t.bat Congress uaed t.be term •charitable• in 

ita ccmncn-law sena~. Al Lord McNaugbten observe4 in 

Commissioners of Income Tax v. Pemsel, [1891] A.C. 531, 583, 

'the wor4 "cbaritable" at comnon law encompaaaed •trusts for 

tbe relief of poverty1 t.ruata for t.be advancement of . . ' . . ... i~· . . 
e~ucations t.ruata for t.be aavanc~9t of religion; and . .., 

'trust• for other purposes benef ic:ial to tbe corn•uni t.y, not. 

falling under any of the preceding beaaa.• Had Congre1a 

intended the word "charitable" to have its common-law 11\eaning, 

eeparate reference~ in Section 501(c)(3) t.o "edueational" and 

•religious" organ1&ations woul~ t>ave been unnecessary, for t.be 

latter t.wo terms would have been included in the first. Such 

an interpretation of the word "charitable" in Section 5Pl(c)(3) 

would thus do violence to the familiar rule that statutes be 

construed to give effect to each word and that no one part of 

a statute be interpreted ao as to re~er another part of the 

statute redundant. Jarecki v. G.D. Searle ~ Company, 367 

u.s. 303, 307-0B (1961): United States v. Menasche, 348 u.s. 
528, 538-39 (~955). 

~ . 

~ The Servic,·. recognized this fact early on in Sect.ion 

SOl(c) (3) •s 'histo:"'y and, accordingly, interpreted •charitable" 

in its •popular and ordinary aenee" rat.her tban ita comrron­

la~ aense. In 1923, the Service atat.ed in I.T. 1800, Jl-2 

• 
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aclentific, literary, or educational •• • .• 
(Empbasis ac!c:!ed). 8/ -

• 

Congreas expressed it• intent clearly in the word• of 

Section 501(c)(3), exempting from income taxation •educational• 
• 

.. 
organizations tbat are not alao •charitable• •• aurety ~· it 

exempted •charitable" organi~ationa tbat are not also 

•eaueationa1.• Accordingly, tbe contrary interpretation of 

Section 501(c)(3) adoptei! by the Service and.tbe~FR~rtb Circuit 

i• incorrect, for •[t]he court• and tbe Commi••ioner 4o not 

bave the power to repeal or amend tbe enactment• of tbe 

legislature even though they may di•agree with the results . . 
rather, it ia their function to give the natural and plain 

meaning effect to atatutes aa paased by Congress.• National 

Life and Accident Ins. Co. v. United States, 524 F. 24 559, 

560 (6th Cir. 1975). 

B. Legislative History. 

Although the clarity of the language used by Congre&~ in 

Section 501(c)(3) makes an examination of the statute'• legis-. 
lative history unnecessary, !.:.i•• Ernst' Ernst v. Hochfelder, 

425 u.s. 199, 201 (1976)r United States v. Oregon, 366 u.s. 

!7-rr The· .... ~ncert.ainty t.hat would be generated in the tax law by 
gran~ing exemptions to any ent~ty c~ganized Mfor purposes 
beneficial to community,M CommissiJners of Income Tax v. Pemsel, 
supra, is in all likelihood precls.ely t.he reason that. Congress 
chose to enumerate specifically ce' .. ;ain types of organizations 
deemed worthy of tax exemption without regard to ""'ether they 
qualified as comnon-law charities. To do otherwise would have 
exposed organizations otherwise qualifying for tax-exempt 
•tatua under Section S01(c)(3) to whims of public fashion. 
For example, in 1844 Justice Story auggest.ed that a school 
organized to tebch Judaism cannot be considered charitable. 
Vidal v. Girard Ex'rs, 43 u.s. (2 How.) 127, 198-201 (1844)r 
•ee Neuberger.~ Crumpler, Tax Exempt Religious Schools Under 
Attacks Conflicting Goals of Religious Freedom and Racial 
Integration, 48 Fordham L. Rev. 229 (1979). 
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643, 648 (1961), a review of tbat 1egia1atlve biatory reveala 

no aupport. for the construction at!opted by tbe Commiaaloner 

and tbe Court. of Appeal•. _. 

The exemption• from taxation now contained in Section 

501(c)(3) originated as a part of the ~ariff Act of 18941 28 
9/ 

Stat. 556,- which provided in pertinent part.a •[N]othing 

herein contained aba11 apply to corporatlona, companlea, or 

association• organized and con4ucte4 aolely for charitable, 

religiou1 or eduational purpoaea.• 

As previously diacuasea, it la clear frcm t.be words of the 

atatute that Congress intended to diatinguisb religious and 

educational corporations frcm cha~itable corporations. 
~· 

'l'here ia no indication that Congress incorporated or bad 

reference to the "comnon law of charitable trust.a• in enacting 

tbia taxing atatute. 

Aft.er ratification of the Sixteenth Amendment, 

Congress passed the Tariff Act of 1913, ch. 16, I II, 38 

Stat. 114, 166. Section lI(G)(A) exempted from the income taxa 

[AJny corporation or association organized and 
operated exclusively for religious, charitable, 
scientific, or educational purposes, no part 
of the net income of ~ ich inures to the 
benefi~ of any private stockholders or individual. 

.. 't... 
'J'his+-leg!slation broadened the 1894 exemptic- to include 

•scientific" corporations and adc!ed the req\1irement that in 

order for a corporation to be exempt frcm ta~ation, no part 

of it.a net earnings could inure to the ~nefit of any private 

atoekholder or individual. Under the ccmnon law, however, 

• 

9/ Thia corporate income tax act was later ~eelared unconstitu­
tional by the Supreme Court in Pollock v. Farmera• Loan ' Trust 
Co., 158 u.s. 601 (1895). -
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• income of a charity could not inure to the benefit of a 

private peraon. .!!.!. 4 A. Scott,· The Law of 'trust•. I 376 (24 

el!. 1956). 'l'hu•, tbe inclusion of a requirement. to that 

effect in the statute was unneceaaary if Congress bad intenaea 

to condition tax exemption on an organi&ationa ability to 

qualify as comnon-law charitf • 

The conclusion that Congress 414 not intena to 

incozporat.e the comnon law of charitab1~ truats into tbe 

exemption i• further aupport.ed by the Service'• contemporaneous 

construction of the early revenue act.a. In a ruling la1ue4 
' in 1921, the Service atated that charitable trust.a wer• not 

exempt from taxation un~er the predecessor provi1iona of 

Section 50l(c)(3) contained in tbe Revenue Acta of 1913, 1916 

and 1918. A.R.M. 104, 4 c.B. 262 (1921). Thia position was 

also contained in the regulations promulgated under the 

Revenue Act of 1918. Treas. Reg. 45, Art. 517 (Revenue Act 

of 1918). 

In subsequent revenue acts, Congress continued to 

broaden the list of exempt purposes. The Revenue Act of 

1918, eh. 254, § 231(6), 40 Stat. 1057, expanded the list of 

exempt CO,rporations to include those organized "for the 
~~ 

prevention of cruelty to cbildren or animals." The P 'enue / 

Act of 1921, ch. 98, I 231(6), 42 Stat. 227, further expanded 

t.'he etatute to exempt "any community chest, fund or foundation" 

• 
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and added •11terary• organi&ationa t.o the 11at of eaempt 

purpoae1. These additions would have been unnecea1ar)' 

bad Congress intended to use the word •charitable• tn it• 

broad comm::>n-1aw sense. Moreover, as previously a11cu1aea, 

supra at ___ , in 1923 the Service interpreted tbe word 

•charitable• in Section 231(6) of the Revenue Acts· of 1918 

and 1921 in it• •popular and orclina%Y sense• aa meaning 

•relief of the poor,• rather than ln its broader comncn-1aw 

aense. 

The exemption frcm taxation contained in the Revenue 

Act of 1921 remained unchanged in the Revenue Acta of 1924, 
7/ . 

1926, 1928 and 1932,- and regulations issued by tbe Service 

under those acts continued to aefine tbe term •charitable" to 

mean •relief of the poor.• Treas. Reg. 65, Art. 517 (Revenue 

Act of 1924). -corporations organized and operated exclusively 

for charitable purposes comprise, in general, organizations 
8/ 

for the relief of the poor.• -

it Revenue Act of 1924, ch. 176, f 231(6), 43 Stat. 253: 
Revenue Act of 1926, ch. 20, I 231(6), 44 Stat. 9: Revenue 
Act of 1929, ch. 562, I 103(6), 45 Stat. 79lr Revenue Act of 
1932,~i:h. 154, § 103(6), 47 Stat. 169. 

B/ Treas. Reg. 69, Art. 517 (Revenue Act of 1926)r Treas. 
leg. 74, Art. 527 (Revenue Act of 1928)s Treas. Reg. 77, Art. 
527 (Revenue Act of 1932). 

• 
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The Revenue Act of 1934, cb. 2161 I 101(6), 48 Stat.. 

680, carried forwar4 uncbange4 t.he exemption provision of 

prior revenue act•, but. adc!ec! t.be requirement. t.bat. no 

aubstant.ial part. of t.be activities of an exempt. organization 

could inYOlve t.be •carrying on of propaganaa• or •attempting 

to influence legislation.• Once again, t.be addition of t.bi• 

requirement. woulcS have been unnecessary if Congress bad 

intended for all organizations to qualify as comnon-1aw 

charities in order to be exempt. from t.antlon. lee 4 A. 

Scott, Tbe Law of Trusts I 374.6 (2d ~. 1956). 

'J'he Revenue Act of 1936, cb. 140, I 101(6), 49 Stat. 

1649, and the Revenue Act of 1938, cb. 554, I 101(6), 52 Stat.. 

~47, also carried forward the same exemption, and tbe 

regulations promulgated under these act.a continued to define 

the tenn "charitable" a• •relief of t.be poor.• See Treas. Reg. 

86, Art. 101(6)-1 (Revenue Act of 1934)1 Treas. Reg. 94, Art. 

101(6)-1 (Revenue Act of 1936)f Treas. Reg. 101, Art. 101(6)-1 

(Revenue Act of 1938). 

In tbe Internal Revenue Code of 1939, eb. l, 53 Stat. 1 

("1939 Code"), Congress exempted from taxation tbe i&'!entical 

categories of organizations that bad been exempt from taxation 
~ 

under.~h'e~Revenue Acts of 1934, 1936 and 1938. During t.be 

fifteen years in wbicb tbe 1939 Code remained in effect, the 

IRS issued three aets of regulations, eacb of which defined 

the term "charitable" to mean relief of poverty. See Treas. -

• 


