Ronald Reagan Presidential Library
Digital Library Collections

This iIs a PDF of a folder from our textual collections.

Collection: Barr, William: Files
Folder Title: Bob Jones University
Box: 2

To see more digitized collections visit:
https://reaganlibrary.gov/archives/digital-library

To see all Ronald Reagan Presidential Library inventories visit:
https://reaganlibrary.gov/document-collection

Contact a reference archivist at: reagan.library@nara.gov

Citation Guidelines: https://reaganlibrary.gov/citing

National Archives Catalogue: https://catalog.archives.gov/



https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/document-collection
https://reaganlibrary.gov/document-collection
mailto:reagan.library@nara.gov
https://reaganlibrary.gov/citing
https://catalog.archives.gov/

. C ervuuen k£,

Yo

MEMORANDUM
THE WHITE HOUSE

WASHINGTON

May 9, 1983

FOR: JAY WILKINSON
SUE JEWETT
DAN OLIVER
PETER RUSTHOVEN
MIKE McCONNELL

FROM: BILL BARR WFb

SUBJECT: Second Dreft of Bob Jones Bill

Attached is & second draft of the "Bob Jones Bill 1II" --

legislation we could propose in the event we win in the pending
lawsuit.

My secretary will be calling you today to try to arrange a
meeting for wednesday to discuss this draft.

I would like to see if we can, at least at the staff level,
‘reach an agreement on draft language by the end of this week.

So, when we meet, be prepared to make specific comments on the
draft.

3

Thank you.



SECTION 1.

May 6, 1983
BOB JONES BILL II (Draft 2)

Section 501 of the Internal Revenue Code of 1954

(relating to exemption from tax) is amended by redesignating

subsection (J) as subsection (k) and inserting a new subsection

(3) readlng as follows:

u(j)

Schools With Racially Discriminatory Pblicies. -

(1) In General. -- An educational institution shall

not be deemed to be described in subsection (c)(3), and

shall not be exempt from tax under subsection (a), +f—swek.

3 . ] 'y .
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(B) p fails to include in any published by-laws,
advertisements, admission application forms and other
such published materials, a statement (in such form and
manner as the Secretary may by regulation prescribe)
that it does not discriminate against student

applicants or students on the basis of race.

(2) Racially Discriminatory Policy. -- For purposes of
subsection --
(A) In general. -- An educational institution is

following a racially discriminatory policy if such
institution refuses, on the basis of race, to --
(i) admit applicants as students;
(ii) admit students to}ythe rights,
privileges, programs, and activities generally
made available to students by the educational

institution; or
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(iii) allow students to participate in its
scholarship, athletic, or other programs.

(B) OQuotas, etc. -- The term 'racially
discriminatory policy' shall not include failure of an
educational institution to pursue or achieve any racial

guota, proportion or representation in the student

body. YNo educational institution shall be required to

use any racial guota or other device that takes accoun

Whast daes
Hhie oadd o
+he

of race of any individual or of the proportional racial
composition of any group as a prerequisite or conditio

to eligibility for tax exempt status under subsection

(a).

(C) Race. -~ The term ‘'race' shall include color

or eHnic

or nationalerigin.

Educational Institution. -- For purposes of this

(3)

subsection, the term 'educational institution' means awn Of3wuﬁlwkﬁk
-seheed+ that normally maintains a regular faculty and

curriculum (other than an exclusively religious curriculum)

and normally has a regularly enrolled body of students in

attendance at the place where its educational activities are

regularly carried on.

SECTION 2.

(a) Section 170 of the Internal Revenue Code of 1954

(relating to allowance of deductions for certain charitable,

etc., contributions and gifts) is amended by adding at the end of

subsection (f) a new paragraph (7) reading as follows:
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"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO:
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. -- No deduction shall be allowed under this
section for any contribution to or for the use of an

Hnt ic denied @eemphon. reasew
educational institution aeé—oxamptAfrom taxatlon

section 501(3j)."

(b) Section 642 of such Code (relating to special rules for
credits and deductions) is amended by adding at the end of
subsgction (c) a new paragraph (7) reading as follows:

"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. -- No deduction shall be allowed under this
section for any contribution to or for the use of an
educational institutiogr:£;2;£2¥;ﬁgz:::fr:¥;f?gz\punsuaaé—éib

ey on ok

sectlon 501(3).

(c) section 2055 of such Code (relating to the allowance of
estate tax deductions for transfers for public, charitable, and
religious uses) is amended by adding at the end of subsection (3)
a new paragraph (4) reading as follows:

"(4) No deduction shall be allowed under this section
for any transfer to or for the use of an educational

ot ip demied Lpsmph'or by reason
institution aet—exempt from taxation .1:o.:..xr.s-\.'a.a..::ﬂa—-t-e,\sect:Lozo':25

501(3)."
(d) Section 2522 of such Code (relating to charitable and
similar gifts) is amended by adding at the end of subsection (c)

a new paragraph (3) reading as follows:
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"(3) No deduction shall be allowed under this section
for any gift to or for the use of an educational institution

rhoot it denied enemphon L¢1 readov ol )
A Pot—exompt from taxation pursuani—te section 501(5)."

SECTION 3. Subchapter A of chapter 76 of the Internal Revenue
Code of 1954 (relating to judicial proceedings) is amended by
redesignating section 7408 as section 7409 and by inserting after
section 7407 the following new section:

"SEC. 7408 DETERMINATIONS AS TO RACIALLY DISCRIMINATORY POLICIES

OF EDUCATIONAL INSTITUTIONS.

r~

(a) In General. -—- Under this section, an educational

institution has been determined to be following a racially

4
S‘A.-"“""lm discriminatory policy if --
inSANE :
A ' (1) a judgment has been entered by a district court of

the United States under subsection (b) declaring that such

educational institution follows a racially discriminatory

policy; and

(2) no court order staying or negating such judgment
has been entered, or no order modifying such judgment has
been entered under subsection (c).

g

(b) Declaratory Judgment Action. =--

(1) In General. -- Whenever the Secfetary has good
reason to believe that an educational institution is
following a racially discriminatory policy, the Secretary
i MQ. shall publich nhce of cuch
shall refer such matter to the Attorney Generall. Upon K%fhnaﬂ.

finding probable cause to believe that such educational

institution is following a racially discriminatory policy,
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the Attorney General shall initiate against such institution
in the district court of the Up%te@ States for the district
in which such institution is located an action seeking a
declaratory judgment that such institution is following a
racially discriminatory policy. Upon filing of an
appropriate pleading, the district court may make a
declaration with respect to whether such institution is
following a racially discriminatory policy. Any such
declaration shall have the force and effect of a final
judgment of the district court and shall be reviewable as
such.

(2) Required Showing. -- The district court may enter
a judgment declaring that the educational institution is
following a racially discriminatory policy only if the
Attorney General has established that --

(A) the éducational institution has, pursuant to

a racially discriminatory policy, cohmitted a racially

discriminatory act against a student applicant or

student within the two years preceding commencement of

the action;

(B) the institution has, within the two years

preceding commencement of the action made a

communication expressing that it has a racially

discriminatory policy against student applicants or

students; or
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(C) the institution has engaged in a pattern of
conduct intended to implemenp a ;acially disc;iminatory
policy, and some act in furtherance of this patﬁern of
conduct was committed within two years preceding
commencement of the action.
Any district court which makes a declaration under this

subsection that an educational institution follows a

récially discriminatory policy shall retain jurisdiction of

such case to consider/éhanges in circumstances and|motions

filed under subsection (c).
(c) Discontinuance of Racially Discriminatory Policies. -~
(1) Motion and Affidavits. -- At any time after the
date which is one year after the date on which a judament is
entered against an educational institution under subsection
(b), such institution may file with the district court a
motion to modify such judgment to include a declaration that
such institution no longer follows a racially discriminatory
pelicy. Any such motion shall contain affidavits --

(A) describing with specificity the ways in which
the educational institution has abandoned its previous
racially diécriminatory policy:

(B) describing with specificity the ways in which
such institution has taken reasonable steps to
communicate its policy of nondiscrimination to
students, to faculty, to school administrators, and to

the public in the area it serves:;
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(C) averring that such institution has not,
during the preceding year --

(i) committed a racially discriminatory act
against a student applicant or student pursuant to
a racially discriminatory policy;

(ii) made a communication expressing that it
follows a racially discriminatory policy against
student applicants or students; or

(iii) engaged in a pattern of conduct
intented to implement a racially discriminatory
policy, and cbmmitted some act in furtherance of
this pattern of conduct.

(2) Modification Order. -- In a motion under paragraph
(1), the district court shall issue an order modifying the
judgment unless the Attorney General establishes that any
affidavit provided by the institution under paragraph (1 )f o=
asserttor-made—tireretfip—i-c—falge~s Any order of the district
court granting or denying a motion made under paragraph (1)
shall be reviewable. |
(d) Special Rule. -- Any educational institution that, on

the effective date of this act, is,—pﬁreuaﬁt—ee—eeuﬁb—eiéefr—

being denied tax exempt status under section 501 on the grounds

that such institution follows a racially discriminatory policy

shall be treated as if a judgment under subsection (b) has been

L Stk a@”A*M& .
entered against institutioco n the effective date of this v

act. /
on, ;dﬂm11
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(e) Attorneys Fees. -~ If an educational institution
prevails iﬁ an action under this section, the court may award the
" institution costs and reasonable attorneys;“féggwih’such action..
(f) Definitions. -- For purposes of this section --

(1) Racially Discriminatory Policy. =- The term
'racially discriminatory policy' has the same meaning given
to such term by section 501(3)(2).

(2) Racially Discriminatory Act. -- An educationai
institution commits a racially discriminatory act if such
institution refuses, on the basis of race, to --

(A) admit any applicant as a student;

(B) admit any student to the rights, privileges,
programs, and activities generally made available to
students by the educational institution; or

(C) allow any student to participate in its
scholarship, loan, athletic, or other programs.

The term 'racially discriminatory act' shall not include the
failure of such institution to pursue or achieve any racial

guota, proportion, or representation in the student body.



MEMORANDUM

THE WHITE HOUSE

WASHINGTON

May 9, 1983

FOR: JAY WILKINSON
SUE JEWETT
DAN OLIVER
PETER RUSTHOVEN
MIKE McCONNELL

FROM: BILL BARR I}IYF7

SUBJECT: Second Draft of Bob Jones Bill

Attached is a second draft of the "Bob Jones Bill 11" --

legislation we could propose in the event we win in the pending
lawsuit.

My secretary will be calling you today to try to arrange a
meeting for Wednesday to discuss this draft.

I'would like to see if we can, at least at the staff level,
reach an agreement on draft language by the end of this week.

So, when we meet, be prepared to make specific comments on the
draft.

Thank you.



May 6, 1983

BOB JONES BILL II (Draft 2)

SECTION 1. Section 501 of the Internal Revenue Code of 1954

(relating to exemption from tax) is amended by redesignating

subsection (j) as subsection (k) and inserting a new subsection

(j) reading as follows:

“(j) Schools With Racially Discriﬁinatory Policies. --

(1) In General. -- An educational institution shall
not be deemed to be described in subsection (c)(3), and
shall not be exempt from tax under subsection (a), if such
educational institution

| (A) has been determined, pursuant to Section

7408, to be following a racially discriminatory policy:
or

(B) fails to include in any published by-laws,
advertisements, admission application forms and other
such published materials, a statement (in such form and
manner as the Secretary may by regulation prescribe)
that it does not discriminate against student
applicants or students on the basis of race.

(2) Racially Discriminétory Policy. -- Fér purposes of
this subsection -- |

(A) 1In general. -- An educational institution is
following a racially discriminatory policy if such
institution refuses, on the basis of race, to --

(i) admit applicants as students;

(ii) admit students to‘fthe rights,
privileges, programs, and activities generally
made available to students by the educational

institution; or
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(iii) allow students to participate in its
scholarship, athletic, or other progfams.

i o (B) Quotas, etc. —- The“termmlrééialiy“

discriminatory policy' shall not include failyre of an

educational institution to pursue or achieve any racial

quota, proportion or representation 1nﬁz%b student
/’—-——__\%%\

body. [ No educational institution shall be required to

use any racial gquota or other device that takes account

X A/) of race of any individual or of the proportional racial

composition of any grouptas a prerequisite or condition

" to eligibility for tax exempt status under subsection

(C) Race. -- The term 'race' shall include color
or national origin.

(3) Educational Instifution. —— For purposes of this
subsectlon, the term 'educational institution' means awn
Yoty

that normally malntalns a regular faculty and
curriculum (other than an exclusively religious curriculum)
and normally has a regularly enrolled body of students in
attendance at the place where its educational activities are
regularly carried on.
SECTION 2.
(a) Section 170 of the Internal Revenue Code of 1954
(relating to allowance of deductions for certain charitable,
etc., contributions and gifts) is amended by adding at the end of

subsection (f) a new paragraph (7) reading as follows:
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"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
" BOLICIES. —- No deduction shall bBe'allowsd under this
section for any contribution to or for the use of an

Mok has beew Jefermined 7o
04d”¢%( educational institution not exempt from taxation pursuant to

section 501(j)."

(b) Section 642 of such Code (relating to special rules for
credits and deductions) is amended by adding at the end of
subsection (c) a new paragraph (7) reading as follows:

"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. -~ No deduction shall be allowed under this
section for any contribution to or for the use of an
educational institution not exempt from taxation pursuant to
section 501(j)."

(c) Section 2055 of such Code (relating to the allowance of
estate tax deductions for transfers for public, charitable, and
religious uses) is amended by adding’at the end of subsection (3)
a new paragraph (4) reading as follows:

"(4) Né déduction shall be allowed under this section
for an§ transfer to or for the use of an educational
institution not exempt from taxation pursuant to section
SOl(j)F"

(d) Section 2522 of such Code (relating to charitable and
similar gifts) is amended by adding at the end of subsection (c)

a new paragraph (3) reading as follows:
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"(3) No deduction shall be allowed under this section

for any gift to or for the use of an educational institution

‘not exempt from taxation pursuant to section 501(3)." - e o

SECTiON 3. Subchapter A of chapter 76 of the InternaliRevenue
Code of 1954 (relating to judicial prbceedings) is amended by
redesignating section 7408 as éection 7409 and by inserting after
section 7407 the. following new section:

"SEC. 7408 DETERMINATIONS AS TO RACIALLY DISCRIMINATORY POLICIES
OF EDUCATIONAL INSTITUTIONS.

(a) 1In General. -- Under this section, an educational
institution has been determined to bevfollowing a racially
discriminatory policy if --

(1) a judgment has been entered by a district court of
the United States under subsection (b) declaring that such
educational institution follows a racially discriminatory
policy; and |

(2) no court order staying or negating such judgment
has been entered, or no order modifying such judgment has
been entered under subsection (c).

(b) Declaratory Judgment Action. —-

(1) In General. -- Whenever the Secretary has good
reason to believe that an educational institution is
following a racially discriminatory policy, the Secretary
shall refer such matter to the Attorney General. Upon
finding probable cause to believe that sag%veducational

institution is following a racially discriminatory policy,



-5~

the Attorney General shall initiate against such institution
in the district court of the Uniﬁed States for the district‘
'in which such institution isvlocated an action seeking a
declaratory judgment that such institution is following a
racially discriminatory policy. Upon filing of an
appropriate pleading, the district court may make a
declaration with respect to whether such institution is
following a racially discriminatory policy. Any such
declaration shall have the force and effect of a final
jﬁdgment of the district court and shall be reviewable as
such.

(2) Required Showing. -- The district court may enter
a judgment declaring that the educational institution is
following a racially discriminatory policy only if the
Attorney General has established that --

(A) the educational institution has, pursuant to

a racially.discriminatory policy, cémmitted a racially

discriminatory act against a student applicant or

student within the two years preceding commencement of

the action:;

(B) the institution has, within the two years

preceding commencement of the action made a

communication expressing that it has a racially

discriminatory policy against student applicants or

students; or
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(C) the institution has engaged in a pattern of

conduct intended to implement a racially diécriminatory
policy, and some act in furthérance of this pattern of
conduct was committed within two years preceding
commencement of the action.

Any district court which makes a declaration under this

subsection that an educational institution follows a

racially discriminatory policy shall retain jurisdiction of

ot

} . . . .
such caseLFo consider changes in c1rcumstanc;;\@nd motions

e’

filed under subsection (c).
(c) Discontinuance of Racially Discriminatory Policies. ~-

(1) .Motion and Affidavits. -~ At any time after the
date which is one year after the date on which a judgment is
entefed against an educational institution under subsection
(b), such institution may file with the district court a
motion to modify such judgment to include.a declaration that
such instiﬁution no longer follows a racially discriminatory
policy. Any such motion shall contain affidavits --

(A) describing with specificity the ways in which
the educational institution has abandoned its previous
racially discriminatofy policy:

(B) describing with specificity the ways in thch
such institution has taken reasonable steps to
communicate its policy of nondiscrimination to
students, to faculty, to school administrators, and to

the public in the area it serves;
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(C5 averring that such institution has not,
during the preceding year --
(i) _committed a racially discriminatory act
against a student applicant or student pursuant to
a racially discriminatory policy: |
(ii) made a communication expressing that it
follows a racially discriminatory policy against
student applicants or students; or
(iii) engaged in a pattern of conduct
intented to implement a racially discriminatory
policy, and committed some act in furtherance of
this pattern of conduct. |
(2) Modification Order. -- In a motion under paragraph
(1), the district court shall issue an order modifying the
judgment unless the Attorney Generai establishes that any
affidavit provided by the institution under paragraph (1), or
assertion made therein, is false. Any order of the district

court granting or denying a motion made under paragraph (1)

///)///_\Fhall be reviewable. Attt
(d) Special Rule. -- Any educational institution that, on

the effective date of this act, is, pursuant to court order,

being denied tax exempt status under section 501 on the grounds
that such institution follows a racially discriminatory policy
shall be treated as if a judgment under subsection (b) has been

entered against such institution on the effective date of this

act.
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(e) Attorneys Fees. -—- If an educational institution

under this section, the court may award the

bié a£tOfneys‘ fees in- such' actidn.

prevails in an action

¢ {hstitution costs and reasona
(f) Definitions. -- For purposes of this section --

(1) Racially Discriminatory Policy. -~ The term
'racially discriminatory policy' has the same meaning given
to such term by section 501(j)(2).

(2) Racially Discriminatory Act. -- An educational
institution commits a racially discriminatory act if such
institution refuses, 6h the basis of race, to —-

(A) admit any.applicant as a student:

(B) admit any student to the riéhts, privileges,
programs, and activities generally made available to
students by the educational institution; or

(C) allow any student to participate in its
scholarship, loan, athletic, or other programs.

The term ‘'racially discriminatory act' shall not include the
failure of such institution to pursue or achieve any racial

quota, proportion, or representation in the student body.



BOB JONES BILL II i May 16, 1983
Version A
Enforcement Through Court Action Brought

by Department of%Justice

1
!
|

!
SECTION 1. Section 501 of the In%ernal Revenue Code of 1954
(relating to exemption from tax) ig amended by redesignating
subsectiin (j) as subsection (k) and inserting a new subsection
(j) reading as follows:

"(j) Schools With Racially Discriminatory Policies. —--

(1) In General. -- An educational institution shall
not be deemed to be described in subsection (c)(3), and
shall not be exempt from tax under subsection (a),

(A) for any period with respect to which a
determination, made pursuant to section 7408, that such
educational institution follows a racially
discriminatory policy is effective; or

(B) fails to include in any published by-laws,
advertisements, admission application forms and other
such published materials, a statement (in such form and
manner as the Secretary may by reéulation prescribe)
that it does not discriminate against student
applicants or students on the basis of race.

(2) Racially Discriminatory Policy. -- For purposes of
this subsection --

(A) In general. -- An educational institution
follows a racially discriminatory policy if such

institution refuses, on the basis of race, to --
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(i) admit applicants as students:
(ii) admit students to the rights,
privileges, programs, and activities generally
made available to students by the educational
institution; or
(iii) allow students to participate in its
scholarship, athletic, or other programs.
(B) Quotas, etc. -- The term 'racially
discriminatory policy' shall not include failure of an
educational institution to pursue or achieve any racial
quota, proportion or representation in its faculty or
student body.
(C) Race. ~— The term 'race' shall include color
or national origin.
(3) Educational Institution. -- For purposes of this
subsection, the term 'educational institution' means an
organization that normally maintains a regular faculty and
curriculum (other than an exclusively religious curriculum)
and normally has a regularly enrolled body of students in
attendance at the place where its educational activities are
regularly carried on.
SECTION 2.

(a) Section 170 of the Internal Revenue Code of 1954
(relating to allowance of deductions for certain charitable,
etc., contributions and gifts) is amended by adding at the end of

subsection ( f) a new paragraph (7) reading as follows:
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"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. —- No deduction shall be allowed under this
section for any contribution to or for the use of an
educational institution that is denied exemption from
taxation by reason of section 501(j)."

(b) Section 642 of such Code (relating to special rules for
credits and deductions) is amended by adding at the end of
subsection (c¢) a new paragraph (7) reading as follows:

"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. —- No deduction shall be allowed under this
section for any contribution to or for the use of an
educational institution that is denied exemption from
taxation by reason of section 501(3j)."

(c) Section 2055 of such Code (relating to the allowance of
estate tax deductions for transfers for public, charitable, and
religioué uses) is amended by adding at the end of subsection (3)
a new paragraph (4) reading as follows:

"(4) No deduction shall be allowed under this section
for any transfer to or for the use of an educational
institution that is denied exemption from taxation by reason
of section 501(j)."

(d) Section 2522 of such Code (relating to charitable and
similar gifts) is amended by adding at the end of subsection (c)

a new paragraph (3) reading as follows:
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"(3) No deduction shall be allowed under this section
for any gift to or for the use of an educational institution
that is denied exemption from taxation by reason of section
501(3j)."
SECTION 3. Subchapter A of chapter 76 of the Internal Revenue
Code of 1954 (relating to judicial proceedings) is amended by
redesignating section 7408 as section 7409 and by inserting after
section 7407 the following new section:
"SEC. 7408 DETERMINATIONS AS TO RACIALLY DISCRIMINATORY POLICIES
OF EDUCATIONAL INSTITUTIONS.

(a) Determination. —-

(1) In general. -- Under this section, it has been
determined that an educational institution follows a
racially discriminatory policy if a final judgment has been
entered by a district court of the United States under
subsection (b) declaring that such educational institution
follows a racially discriminatory policy, no order staying
such judgment is in effect, and such judgment is not
reversed.

(2) Effective period. -- A determination that an
educational institution follows a racially discriminatory
policy shall be effective beginning with the first day of
the calendar year in which occurred the first act or
communication that

(A) occurred within the two~year period referred
to in subsection (b)(2), and

(B) upon which the judgment was based.
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Such a determination shall cease to be effective on the
first day of the calendar year in which a motion is filed
pursuant to subsection (c)(1) if such motion results in a
modification of the judgment‘to include a declaration that
the institution no longer follows a racially discriminatory
policy, no stay of such modification is in effect, and such
modification is not reversed.

(3) VvValidation of certain contributions. -- If a
judgment is entered under this section that results in no
deduction being allowed under section 170 for contributions
to an educational institution by reason of section
170(£)(7), then notwithstanding such judgment, the
educational institution shall not be treated as described in
section 170(f)(7) for the period beginning on the date on
which the Attorney General filed the action under subsection
(b) which resulted in such judgment and ending on the date
on which such judgment was first entered under subsection
(b). The preceding sentence shall apply only subject to
limitations that are the same as those provided in section
7428(c)(2).

(b) Declaratory Judgment Action. --

(1) 1In General. -- Whenever the Secretary has good
reason to believe that an educational institution is
following a racially discriminatory policy, the Secretary
shall refer such matter to the Attorney General. Whenever,
based upon information referred by the Secretary or

otherwise, the Attorney General finds probable cause to



_6_.

believe that such educational institution is following
a racially discriminatory policy, the Attorney General shall
initiate against such institution in the district court of
the United States for the district in which such institution
is located an action seeking a declaratory judgment that
such institution is following a racially discriminatory
policy. Upon filing of an appropriate pleading, the
district court may make a declaration with respect to
whether such institution is following a racially
discriminatory policy. Any such declaration shall have the
vforce and effect of a final judgment of the district court
and shall be reviewable as such.

(2) Required Showing. -- The district court may enter
a judgment declaring that the educational institution is
following a racially discriminatory policy only if the
Attorney General has established that --

(A) the educational institution has, pursuant to

a racially discriminatory policy, committed a racially

discriminatory act against a student applicant or

student within the two years preceding commencement of

the action;

(B) the institution has, within the two years

preceding commencement of the action made a

communication expressing that it has a racially

discriminatory policy against student applicants or

students; or
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(C) the institution has engaged in a pattern of
conduct intended to implement a racially discriminatory
policy, and some act calculated to further this pattern
of conduct was committed within two years preceding

commencement of the action.

Any district court which makes a declaration under this

subsection that an educational institution follows a

racially discriminatory policy shall retain jurisdiction of

such

(c)

date

case to consider motions filed under subsection (c).
Discontinuance of Racially Discriminatory Policies. --
(1) Motion and Affidavits. -- At any time after the

which is one year after the date on which a judgment is

entered against an educational institution under subsection

(b),

such institution may file with the district court a

motion to modify such judgment to include a declaration that

such

institution no longer follows a racially discriminatory

policy. Any such motion shall contain affidavits --

(A) describing with specificity the ways in which
the educational institution has abandoned its previous
racially discriminatory policy:

(BR) describing with specificity the ways in which
such institution has taken reasonable steps to
communicate its policy of nondiscrimination to
students, to faculty, to school administrators, and to

the public in the area it serves;
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(C) averring that such institution has not,
during the preceding year --

(i) committed a racially discriminatory act
against a student applicant or student pursuant to
a racially discriminatory policy;

(ii) made a communication expressing that it
follows a racially discriminatory policy against
student applicants or students; or

(iii) engaged in a pattern of conduct
intented to implement a racially discriminatory
policy, and committed some act calculated to |
further this pattern of conduct.

(2) Modification Order. -- In a motion under paragraph
(1), the district court shall issue an order modifying the
judgment unless the Attorney General establishes that any
affidavit provided by the institution under paragraph (1), is
false or that the actions taken by the institution, as
described in the affidavits, are not sufficient to justify a
finding that the institution
(A) has abandoned its previous racially
discriminatory policy, and
(B) has taken reasonable steps to communicate its
policy of nondiscrimination to students, to faculty, to
school administrators, and to the public in the area it

serves.
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No educational institution shall'be required, as a

prerequisite or condition to eligibility for tax exempt

status under section 501(a), to use any racial quota or other
device that takes account of race of any individual or of the
proportional racial composition of any group. Any order of
the district court granting or denying a motion made under
paragraph (1) shall be reviewable.

(d) Attorneys Fees. —— If an educational institution
prevails in an action under this section, the court may award the
institution costs and reasonable attorneys' fees in such action.

(e) Definitions. -- For purposes of this section --

(1) Racially Discriminatory Policy. -- The term
'racially discriminatory policy' has the same meaning given
to such term by section 501(3)(2).

(2) Racially Discriminatory Act. —-- An educational
institution commits a raciélly discriminatory act if such
institution refuses, on the basis of race, to -~

(A) admit any applicant as a student;

(B) admit any student to the rights, privileges,
programs, and activities generally made available to
students by the educational institution; or

(C) allow any student to participate in its
scholarship, loan, athletic, or other programs.

The term 'racially discriminatory act' shall not include the

failure of such institution to pursue or achieve any racial

quota, proportion, or representation in the student body.
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Version B
Enforcement by IRS Administrative Procedure
With De Novo Review in the Courts

SECTION 1. Section 501 of the Internal Revenue Code of 1954

(relating to exemption from tax) is amended by redesignating

subsection (3j) as subsection (k) and inserting a new subsection

(j) reading as follows:
"(3j) Schools With Racially Discriminatory Policies.
(1) 1In General. -- An educational institution
not be deemed to be described in subsection (c)(3),
shall not be exempt from tax under subsection (a),
(A) for any period with respect to which

administration determination, made pursuant to

shall

and

a final

section

7408, that such educational institution follows a

racially discriminatory policy is effective; or

(B) fails to include in any published by-laws,

advertisements, admission application forms and other

such published materials, a statement (in such form and

manner as the Secretary may by regulation prescribe)

that it does not discriminate against student

applicants or students on the basis of race.

(2) Racially Discriminatory Policy. -- For purposes of

this subsection --

(A) In general. -- An educational institution

follows a racially discriminatory policy if such

institution refuses, on the basis of race, to --
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(i) admit applicants as students;
(ii) admit students ﬁo the rights,
privileges, programs, and activities generally
made available to students by the educational
institution; or
(iii) allow students to participate in its
scholarship, athletic, or other programs.
(B) Quotas, etc. -- The term 'racially
discriminatory policy' shall not include failure of an
educational institution to pursue or achieve any racial
qguota, proportion or representation in its faculty or
student body.
(C) Race. -- The term 'race' shall include color
or national origin.
(3) Educational Institution. -- For purposes of this
subsection, the term 'educational institution' means an
organization that normally maintains a regular faculty and
curriculum (other than an exclusively religious curriculum)
and normally has a regularly enrolled body of students in
attendance at the place where its educational activities are
regularly carried on.
SECTION 2.

(a) Section 170 of the Internal Revenue Code of 1954
(relating to allowance of deductions for certain charitable,
etc., contributions and gifts) is amended by adding at the end of

subsection (f) a new paragraph (7) reading as follows:
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"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. -- No deduction shall be allowed under this
section for any contribution to or for the use of an
organization that has been denied exemption from taxation by
reason of section 501(j)."

(b) Section 642 of such Code (relating to special rules for
credits and deductions) is amended by adding at the end of
subsection (c) a new paragraph (7) reading as follows:

"(7) DENIAL OF DEDUCTIONS FOR CONTRIBUTIONS TO
EDUCATIONAL INSTITUTIONS WITH RACIALLY DISCRIMINATORY
POLICIES. ~- No deduction shall be allowed under this
section for any contribution to or for the use of an
organization that has been denied exemption from taxation by
reason of section 501(3j)."

(c) Section 2055 of such Code (relating to the allowance of
estate tax deductions for transfers for public, charitable, and
religious uses) is amended by adding at the end of subsection (3)
a new paragraph (4) reading as follows:

"(4) No deduction shall be allowed under this section
for any transfer to or for the use of an organization that
has been denied exemption from taxation by reason of section
501(3) ."

(d) sSection 2522 of such Code (relating to charitable and
similar gifts) is amended by adding at the end of subsection (c)

a new paragraph (3) reading as follows:
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"(3) No deduction shall be allowed under this section
for any gift to or for the use of an organization that has
been denied exemption from téxation by reason of section
501(3)."

SECTION 3. Subchapter A of chapter 76 of the Internal Revenue
Code of 1954 (relating to judicial proceedings) is amended by
redesignating section 7408 as section 7409 and by inserting after
section 7407 the following new section:
"SEC. 7408 DETERMINATIONS AS TO RACIALLY DISCRIMINATORY POLICIES
OF SCHOOLS.
(a) Administrative Determination of Racially Discriminatory
Policy. —-
(1) In general. -- To deny tax exempt status to an
educational institution (or to revoke such status),
pursuant to section 501(j), on the grounds that such
institution follows a racially discriminatory policy, the
Secretary must make a determination that such institution
follows a racially discriminatory policy. The Secretary may
not determine that an educational institution is following a
racially discriminatory policy unless the Secretary finds
that --
(A) the educational institution has, pursuant to
a racially discriminatory policy, committed a racially
discriminatory act against a student applicant or
student within the two years of the date on which the

Secretary first notifies such institution that a
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determination may be made against it under this

subsection;

(B) the institution has, within the two years of
the date on which the Secretary first notifies such
institution that a determination may be made against it
under this subsection, made a communication expressing
that it has a racially discriminatory policy against
student applicants or students; or

(C) the institution has engaged in a pattern of
conduct intended to implement a racially discriminatory
policy, and some act calculated to further this pattern
of conduct was committed within two years of the date
on which the Secretary first notifies such institution
that a determination may be made against it under this
subsection.

(2) Effective period. -- An administrative
determination under this subsection that an educational
institution is following a racially discriminatory policy
shall be effective beginning with the first day of the
calendar year in which occurred the first act or
communication that

(A) occurred within the two-year period referred
to in paragraph (1), and

(B) wupon which the Secretary's determination is
based.

Such determination shall cease to be effective on the date

on which the educational institution files a notice with the
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Secretary under subsection (b) if such notice ultimately
results in the issuance of an order that such institution
has ceased following a racially discriminatory policy.

Provided, however, that if, after all appeals have been

exhausted, a final judicial judgment under subsection (d)
reverses or negates the Secretary's administrative
determination, then the tax exempt status of such
educational institution shall be determined as if no such
administrative determination were made.
(b) Administrative Determination of Cessation of Racially
Discriminatory Policy. --

(1) In general. -- At any time after the date which is
1 year after the date on which the final administrative
determination is made under subsection (a), an educationél
institution may file with the Secretary a notice that such
institution has ceased its racially discriminatory policy.

(2) Affidavit. -- Any notice filed under paragraph (1)
shall be accompanied by affidavits --

(A) describing with specificity the ways in which
the educational institution has abandoned its previous
racially discriminatory policy;

(B) describing with specificity the ways in which
such institution has taken reasonable steps to
communicate its policy of nondiscrimination to
students, to faculty, to school administrators, and to

the public in the area it serves;
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(C) averring that such institution has not,
during the preceding year --

(i) committed a racially discriminatory act
against a student applicant or student pursuant to
a racially discriminatory policy;

(ii) made a communication expressing that it
follows a racially discriminatory policy against
student applicants or students; or

(iii) engaged in a pattern of conduct
intended to implement a racially discriminatory
policy, and committed some act calculated to
further this pattern of conduct.

(3) Order. -- If a notice is filed as provided under
paragraph (1), the Secretary shall, within 180 days of such
filing, issue an order declaring that such institution no
longer has a racially discriminatory policy and is no longer
ineligible by virtue of section 501(j) to receive tax exempt
status, unless the Secretary within such 180 days determines
that such institution has not ceased following a racially
discriminatory policy. The Secretary may not determine that
such educational institution has not ceased to follow a
racially discriminatory policy unless he determines that any
affidavit provided by the institution under paragraph (2) is
false or that the actions taken by the institution, as
described in the affidavits, are not sufficient to justify a

finding that the institution
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(A) has abandoned its previous racially
discriminatory policy, and
(B) has taken reasonable steps to communicate its
policy of nondiscrimination tovstudents, to faculty, to
school administrators, and to the public in the area it
serves.

No educational institution shall be required, as a

prerequisite or condition to eligibility for tax exempt

'status under section 501(a), to use any racial guota or

other device that takes account of race of any individual or

of the proportional racial composition of any group.

(¢) Administrative Procedures., -- Before making a final
determination under subsection (a) that an educational
institution is following a racially discriminatory policy, or a
final determination under subsection (b) that an educatiénal
institution has not ceased following a racially discriminatory
policy, the Secretary shall provide such institution with notice
of the proposed determination and an opportunity to file a
written protest and orally present its case in conference.

(d) Judicial Review. =--

(1) In general. —-- An educational institution may
obtain judicial review of the final administrative
determination made under subsections (a) or (b) by filing,
within 60 days of such determination, an action for
declaratory judgment in the district court of the United

States for the district in which an educational institution
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is located. Upon the filing of an appropriate pleading, the
district court may make a declaration with respect

to whether such institution has a racially discriminatory
policy. Any such declaration shall have the force and
effect of a final judgment of the district court and shall
be reviewable as such.

(2) Judgment. -- The district court shall review de
novo all issues of law and fact and shall declare whether
the educational institution follows a racially
discriminatory policy. The United States shall have the
burden of proof of establishing, in accordance with the
standards set forth in paragraph (1) of subsection (a), that
an educational institution follows a racially discriminatory
policy, and of establishing, in accordance with the
standards set forth in paragraph (3) of subsection (b), that
an educational institution has not ceased following a
racially discriminatory policy.

(3) Special Rules. --

(A) Retention of Jurisdiction. -- If, upon
reviewing a final administrative determination under
subsection (a), the district court declares that the
educational institution has a racially discriminatory
policy, the court shéll retain jurisdiction of such
case and shall consider any subsequent action to review

a determination under subsection (b).
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(B) Consolidation. —- If an action for review of
a determination under subsection (b) is filed before
judgment has been rendered on an action for review of a
final administrative determination under subsection (a)
involving the same educational institution, the court
may make such orders concerning proceedings as may
promote justice and tend to avoid unnecessary costs or
delays.

(C) Vvalidation of Certain Contributions. --
If —

(i) a final administrative determination is
made against an educational institution under
subsection (a); and

(ii) in a subsequent action under subsection
(d) to review such determination, a judgment is
eﬁtered declaring that such institution follows a
racially discriminatory policy,

then, notwithstanding such judgment, for the period
during which such action was pending in the district
court, and in such additional period as the court may
provide, such institution shall not be treated as
described in section 170(£)(7).
(e) Definitions. -- For purposes of this section, the terms
'racially discriminatory policy' and 'educational institution’

have the same meaning given to such terms by section 501(7j).



