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INTERNAL REVENUE SERVICE

TO: Commissioner Egger

There is a possibility that
some of the schools reapplied,
, and we have approved their
| exemption and this list has not
-t been updated. This application
would have been made to the local
office and approved by the local
office.

Jim Owens

Roscoe L. Egger, Jr.
COMMISSIONER




Attached is a list of previously tax-exempt private schools
which the IRS has announced that assurance of deductibility of
contributions is suspended because the schools failed to adopt a
ricially néndiscriminatory policy.

NOTE: Numbers 104, 105 and the following Mississippi schools are
pending before the courts, therefore, revocation is a matter
of public record.
== Marshall County Educational Foundation
-=- Quitman County Educational Foundation
-- Indianola Educational Foundation
-- Deer Creek Educational Institute

~-- Lula Rich Educational Foundation
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1. Francis Marion Academy, Imc.
Pinewood, South Carolina

2. Private Educaters, Inc.
St. Augustine, Florida

Tt

3. Macon Christian Academy, Inc.
Macon Georgis,

4. Crenshaw County Private School Foundation, d/b/a
Crenshaw Christian Academy
Luverne, Alabama

5. Bullock County Private School Foundation
VUnion Springs, Alabama

€. Dszlles County Private Schocl ?oundation, Inc. d/b/e
John T. Morgan Academy,
Selra Alabame

7. Thomas Sumter Academy, Inc.
Dalzell, South Carolina

8. Wade Earmpton Academy
Orangeburg, South Carolins

\D

James F. Byrnes Academy
Florence, Scuth Carolina

10. Francis Mzrion Academy of Hemingway
Hemingway, South Caroline

11. Roy E. Hudgens Acedermy, Inc.
Lynchburg, South Carolina

12. Dorchester Academy, Inc.
St. George, South Carolina

13. Allendale Academy, Inc.
Allendsle, South Carolina

14, Wilson Hzll Sumter,South Carolina

15. The lord Berkeley Academy
Moncke Corner, South Cerolina

l6. Willington Academy f/k/a/ Stonewall Jackson Academy, Inc.
Orangeburg, South Carolins

17. Sillman Institute
Clinton, louisiana
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18.

19.

20.

21.'

22.

23.

24,

25,

26.

- 27.
28 L

29.

30.

31.

32.

Bowman Academy, Inc.
Bowman, South Carolina v

Jefferson Davis Academy, Inc.
Blackville, South.Carolina

James H. Hammond Academy
Columbia, South Carolina

James Butler Bonham Academy, Inc.
Batesburg, South Cercline

The Beaufort Academy, Inc.

.Beaufort, South Carolina

Richard Winn Academy
Winnsboro, South Carolinz

The Carolina Acedemy
Lake City, South Carolina

Patrick Henry Academy, Inc.
Estill, South Carolina

John C. Calhoun Academy, Incorporated
Walterboro, South Carolina

Dade Christisn Schools, Inc.

-Miami, Florida

Trinity Christian Academy, Inc.
Jacksonville, Fleride

Indian River Academy, A Private School, Inc.

Fort Pierce, Florida

Jupiter Christian School, Inc.
Jupiter, Florida

Union Academy Private School Foundation
Dadeville, Alabama

West Birzingham Christian School
Birminghan, Alabama

Twelve Oaks Academy
Shelby, Nerth Carolina

Pioneer Christian Academy
Nashville, Tennessee

¢ s wee T ast
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35.

36.

37.

38.

39.

40.

42,

43,

44,

45,

46.

47'

48.

49.

50.

51.

-3-

North Street Day Nursery &nd Kindergarten
Raleigh, North Carolina «

Palmer Memorial Institute, Incorporated
Dedalia, North Cerolina

Temple Heights Christian Schools, Inc.
Tampa, Florida

Greystone Christian Grade School of Mobile, Alabama
Mobile, Aladbama

Bainbridge Christian School, Inc.
Bainbridge, Georgia

Wilcox School Foundaticn, Inc.
Catherine, Alabama

Butler County Private Schoel Foundation. Jrc.
Greenville, Alabama

Howey Academy
Bowey-In-The-Hills, Floride

Salt Springs Academy, Inc.
Jackson, Alzbams

The Southern Academy Private School Foundation
(The Southern Academy)
Greensboro, Alabame

Stone Mountain Christian School, Inc.
Stone Mountain, Georgi:z

Wilson Christian School, Inc.
Wilson, North Carolinz

Fayette Acédemy

Somerville, Tennessee

Adams County Private School System
Netchez, Mississippi

Benton County Educational Foundation, Inc,
Ashland, Mississippi

Celhoun Education Foundation Corporation
Calhoun City, Mississippid

Centon Academic Foundation, Inc.
(Canton Academy)
Canton, Mississippi
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52.

33.

56..

57.

58.

59.

60.

63.

64.

65.

66.

67.

68.

e o 0L,

Central Holmes Academy
Lexington, Mississippl

Citizens' Educational Foundation
Vicksburg, Mississippi

Columbiz Educational Foundation, Inc.
Columbus, Mississippi

Bay County School, Inc.
Arnoid, Maryland

Clay County Educationeal Foundation, Inc.
West Point, Mississippi

Council School Foundation
Jackson, Mississippi

East Holmes Academy
Durant (West), Mississippi

Forest County School Foundation, Inc.
Hattiesburg, Mississippi

Greenwood-LeFlore Educational Foundation, Inc.
Greenwood, Mississippi

Grenada Educational Foundation, Inc.

. Grenada, Mississippi

Herrison County Private School Foundation
Biloxi, Mississippi

Humphreys Academy Foundation
Belzoni, Mississippi

Jackson Academy, Inc.
Jackson, Mississippi

Lamar School Foundation, Inc.
Meridian, Mississippi

Lowndes County srivate Scheol Foundation, d/b/a/ Lowndes Academy
Hayneville, Alabama

ﬁorth Sunflower County Educational Foundation, Inc.
Ruleville, Mississippi

Noxubee Educational Foundation
Macon, Mississippi
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70,
71.
72,
73.
74.
75.

7€.

78.
78,
80.
81,
32.
83.
84.

35.
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Sharkey - Issaquena Academy Foundation

Rolling Fork, Mississippis

Southwest Academy
Jackson, Mississippi

Southwest Mississippi Christian Academy

Summit, Mississippi

Colvington School Foundation; Inc.
Mount Olive, Mississippi

Cruger-Tchula Academy Foﬁndetion
Cruger, Mississippi

Parents Educationzl and Development Foundation, Inc.

Meridien (East), Mississippi

Psspoirt Private>Schocl
Mosspeint, Mississippi

Pines Private Schocl Foundatien
Wiggins, Mississippi

Rebul Acadenmy, Inc.
Learneé, Mississippi

- Shaw Educationzl Foundation

Shaw, Mississippi

The Tunice Institute of lesrning,
Tunica, Mississippi

Oktibbeha Educational Foundation,
Starkville, Mississippi

Caliborne Educational Foundation
Mississippi

Nathanael Green Academy, Inc,
Siloam, Georgia

The Heritage School, Inc.
Newmnan, Georgia

The Gaffney Day Schooi
Gaffney, South Caroline

Desoto School, Inc.
Helena, Arkansas

Inc.

Inc.
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86.
87.

88

89,
90,
01,
92,
93,
04,
95
06
07
o8
09
100

101

Southeast Education, Inc.
Dothan, Alabama \

Pamlico Community Schocl
Washington, North Carolina

Barbour County Private Schdol Foundation,
d/b/a Dixie Academy
Cleyton, Alabams

Panamz City Christian Private School
Panama City, Florida

Tipton Academy
Atoka, Tennessee (Formerly Munford, TN )

Hoover Academy, Inc.
Brighton, Alabame

Wilecox Educationezl Foundation, Inc.
Camden, Alabzma

Providence Christian School, Inc
Riverview, Florida

Macon County Private School Foundation
Tuskegee, Alabama

Jefferson Academy, Inc.
Birmingham, ‘Alabama

Blackstone Educational Foundation
Virginia

Huguenot Academy
Virginia

Amelias Fducationsl Foundation
Virginia

Brunswick Academy Association
Virginia

Chickahominy Academy, Inc.
Virginia

Isle of Wight County Educational Toundation

Virginia
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102.

103 .

104..

105,

106.
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Kenbridge Day School Foundation
Virginia

Luneberg - Nottoway Educational Foundation
Virginia '

Prince Edward Acadeny
Virginia

Bob Jones University
Greenville, South Carolina

Southern Methodist Schools, Inc.
Orangeburg, South Carolina



Nos. B81-1 and 81-3

IN THE SUPREME COURT OF THE UNITED STATES
OCTOBER TERM, 1981

GOLDSBORO CHRISTIAN SCHOOLS, INC., PETITIONER
v. '

UNITED STATES OF AMERICA

BOB JONES UNIVERSITY, PETITIONER
V.

"UNITED STATES OF AMERICA

ON WRITS OF CERTIORARI TO
THE UNITED STATES COURT OF APPEALS FOR
THE FOURTH CIRCUIT

MEMORAﬁDUM FOR THE UNITED STATES

LAWRENCE G. WALLACE
/ ~ Acting Solicitor General

b Department of Justice

Weching+-AaAn D ™~ AREZA




IN THE SUPREME COURT OF THE UNITED STATES
' OCTOBER TERM, 1981

No. 81-1
GOLDSBORO CHRISTIAN SCHOOLS, INC., PETITIONER
Ve |
UNITED STATES OF AMERICA

/

No. 81-3
BOB JONES UNIVERSITY, PETITIONER

Ve

UNITED STATES OF AMERICA

ON WRITS OF CERTIORARI TO
THE UNITED STATES COURT OF APPEALS FOR
THE FOURTH CIRCUIT

MEMORANDUM FOR THE UNITED STATES

This Court granted writs of certiorari in the above-
captioned cases and ordered consolidation on October 13, 1981.
Petitioners seek reversal of the court of appeals' decisions
upholding Intérnal Revenue Service rulings that were applied to
them, because of certain racially discriminatory practices, to
deny tax-exempt status as."religious" or "educational"
institutions under Section 501(ec)(3) of the Internal Revenue Code
of 1954 ("Code") and sister Code provisions regarding federal
social security taxes (Section 3121(b)(8)(B) of the Code) and
federal unemploymen}/%axes (Section 3306(c)(8) of the Code), and
to deny them statds as eligible donees of charitable
contributions under Section 170(a) and (c) of the Code.
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Since éhe filing of our Brief acquiescing in the granting of
certiorari in these cases, the Department of the Treasury hes
initiated the necessary steps to grant petitioner Gbldsboro
Christian Schools tax-exempt status under Section 501(c)(3) of
the Code, and to refund to it federal social securify and
unemployment taxes in dispute. "Similarly, the Treasury
Department has initiated the necessary steps to reinstate tax-
 exempt status under Section 501(c)(3) of the Code to petitioner
Bob Jones University, and will refund to it federal social
security and unemployment taxes in dispute. Finally, the
Treasury Department has commenced the process necessary to revoke
forthwith the pertinent Revenue Rulings that were relied upon tb
deny petitioners tax exempt status under the Code. 1/

The United States therefore asks that the judgments of the
court of appeals be vacated as moot.

Respectfully submitted.

LAWRENCE G. WALLACE
Acting Solicitor General

JANUARY 1982

1/ The applicable rulings are Rev. Rul. T1-447, 1971-2

Tum. Bull. 230; Rev. Proc. 72-54, 1972-2 Cum. Bull. 834; Rev.
Rul. 75-231, 1975-1 Cum. Bull. 158; Rev. Proc. 75-50, 1975-2
Cum. Bull. 587.






A IN THE SUPREME COURT OF TEE UNITED STATES @

OCTOBER TERM, 1981

‘No. 81-1
GOLDSBORO CERISTIAN SCHOOLS, INC., PETITIONER
Ve

UNITED STATES OF AMERICA

No. 81-3
BOB JONES UNIVERSITY, PETITIONER

Ve

UNITED STATES OF AMERICA

' . ON WRITS OF CERTIORARI TO
TH® UNITED STATES COURT OF APPEALS FOR
THE FOURTH CIRCUIT

MEMORANDUM FOR TEE UNITED STATES

This Court granted writs of certiorari in the above-
caeptioned cases and ordered consolidation on October 13, 1981.
Petitioners seek reversal of the court of appeals' decisions
upholding Internal Revenue Service rulings that were applied to
" them, because of certain racially discriminatory practices, to
deny tax-exempt status as "religious" or "educational"
institutions under Section 501(ec)(3) of the Internal Revenue Code
of 1954 ("Code") ~nd sister Code provisions regarding federal
social security iaxes (Section 3121(b)(8)(B) of the Code) and
federal unemployment %axes (Section 3306(c)(8) of the Code), &nd
to deny then statﬁg as eligible donees of charitable

contributions under Section 170(a) and (c) of the Code.
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Since fhe filing of our Brief acquiescing in the granting of
certiorari in these ceses, the Department of the Treasury heas
initiated the necessary steps to grant petitioner Goldsboro
chrietisn Schools tax-~exempt status undcr Section 501(c)(3) of
the Code, and to refund to it federal soéial securify and
unemployment taxes in dispute. “Similarly, the Treasury
Départment has initiated the necessary steps to reinstate tax-
exenpt status under Section 501(c)(3) of the Code to petitioner
Bob Jones University, and will refund to it federzal social
security and unemployment taxes in dispute. Finally, the
Treasury Department has commenced the process necessary to revoke
forthwith the pertinent Revenue Rulings that were relied upon to
deny petitioners tax exempt status under the Code. 1/

The United States therefore acks that the judgments of the
court o. appeals be vacated as moot.

Recpectfully submitted.

LAWRENCE G. WALLACE
Acting Solicitor General

JANUARY 1982

14/ Mhe annlicable rulings are Rev., Rul. 71-447. 1Q71.92
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Department
fo____Ann McLaughlin of the Treasury

Office of the
oom 312 qate 112782 Genercl Counsel

This is a draft statement of facts for
public release as background to Bob Jones.

Your comments will be appreciated today.

Margery Waxman'
Deputy Generdl
Counsel

room 33QC
phone 5656-2977
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Nos. 8l-1 and 81-3 < qq >

IN THE SUPREME COURT OF THE UNITED STATES

OCTOBER TERM, 1981

GOLDSBORO CHRISTIAN SCHOOLS, INC., PETITIONER
Ve

UNITED STATES OF AMERICA

BOB JONES UNIVERSITY, PETITIONER

Ve
[ ]

UNITED STATES OF AMERICA

- ON WRITS OF CERTIORARI TO :
THE UNITED STATES COURT OF APPEALS
FOR THE FOURTH CIRCUIT

MEMORANDUM FOR THE UNITED STATES



This Court granted writs of certiorari in the above-

STATEMENT

captioned cases and ordered consolidation on October 13, 1981.
Petitioners seek reversal of the Court of Appeals' decision
upholding Internal Revenue Service regulations that were
applied to them, because of certain racially discriminatory
practices, tax-exempt status as "religious" or "educational"
institutions under Section 501(c)(3) of the Internal Revenue
Code of 1954 ("Code") and sister Code provisions regarding
federal social security taxes (Section 3121(b)(8)(B) of
the Code), federal unemployment taxes (Section 3306(c)(8)
of the Code), and denying them status as eligible donees
of charitable contributions under Section 170(a) and (c)
of the Code.

In the courts below and in our Mdmorandum acquiescing
in the petitioners writs of certiorari, the United States
argued that the Commissioner of Internal Revenue acted within
his statutory authority in determining that Congress intended
to deny tax-exempt status under Section 501(c)(3) to nonprofit
private educational institutions that maintain racially
discriminatory admissions policies or other racially discrim-
inatory practices. After closely reekamining ﬁhe challenged
regulations and the Code provisions on which the regulations
are based, the United States has-concluded that the statutory
construction adopted by the Commissioner and the Court of

Appeals below is in error.



2.

Acc Rev.

Rul. 71-44 1971-2 Cum. Bull. 230), the statutgfy regquirement
of being "org

charitable . .

all tax-exempt org © incorporate the common-

izations and (2)

law reguirement that le" organization not adhere

to policies contrary to pNlig policy. Our examination of
both the language of Sectj 1(c)(3), which joins the

various purposes qualifying for thx exempt status in the

disjunctive, and t statute's legisImtive history provides

no support for e Commissioner's statutdgy interpretation.

e not also

able" as surely as it intended‘to exempt "charitable"
nizations that are not also "educational.”

Accordingly, the United States is compelled by the
language and legislative history of Section 501(c) to confess
error with respect to its previous interpretation of that
statute. The Commissioner has initiated the necessary steps
to grant petitioner Goldsboro tax-exempt status under Section
501(c)(3) of the Code, and to refund to it federal social
securityland unemployment taxes in dispute. Similarly, the

Commissioner has initiated the necessary steps to reinstate
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tax-exempt status under Section 501(c)(3) of the Code to
petitioner Bob Jones, and will refund to it federal social
security and unemployment taxes in dispute. Finally, the
Commissioner has commenced the process necessary to revoke
forthwith the pertinent Revenue Rulings that were relied
upon Eo deny petitioners tax exempt status under the
Code.”

The United States therefore asks that the cases in
Nos. 81-1 and 81-3 be dismissed as moot and that the judgments

of the Court of Appeals be vacated.

Respectfully submitted,

i7 The applicable rulings are Rev. Rul. 71-447, 1971-2 Cum.

Bull. 230; Rev. Proc. 72-54, 1972-2 Cum. Bull. 834; Rev. Rul.
75-231, 1975-1 Cum. Bull. 158; Rev. Proc. 75=50, 1975-2 Cum.

Bull. 587.



Nos. 81-1 and 81-3

LAY

IN THE SUPREME COURT OF THE UNITED STATES

OCTOBER TERM, 1981

GOLDSBOREO CHRISTIAN SCHOOLS, INC., PETITIONER

Ve

UNITED STATES OF AMERICA

BOB JONES UNIVERSITY, PETITIONER
Ve

UNITED STATES OF AMERICA

ON WRITS OF CERTIORARI TO
THE UNITED STATES COURT OF APPEALS
FOR THE FOURTH CIRCUIT

MEMORANDUM FOR THE UNITED STATES



This Court granted writs of certiorari in the above-
captioned cases and ordered cbnsolidation on October 13, 198l.
Petitioners seek reversal of the Court of Appeals' decision
ué}olding Internal Revenue Service regulations that were
applied to deny them tax-exempt status as "religious” or
"educational” institutions under Section 501(c)(3) of the
Internal Revenue Code of 1954 and sister Code provisions
rega;ding federal social security taxes (Section 3121(b)(8)(B)
of the Code), federal unemployment taxes (Section 3306(c)(8)
of the Code), and the deducti?ility of charitable contributions
(Section 170(a) and (c) of'thé Code) because of certain
racially discriminatory practices of petitioners. 1In tﬁe
courts below and in our Memorandun in opposition to the petitions
for writs of certiorari, the United States argued tht the Com-
missioner of Internal Revenue acted within his statutory
authority in determining that Congress intended to deny petitioners
tax-exempt status under the Inéernal Revenue Code. After
closely reexamining the challenged regulations and the Internal
Revenue Code provisions on which the regulations are based, the
United states has concluded that this position and the Coﬁrt of

Appeals' decision were in error.



Generally speaking, Congress employs the Internal Revenue
Code for revenue raising or other fiscal purposes. On rare
occasions, Congress h;s employed the Code to foster civil rights.
pglicies that it has estabished in a comprehensive network of civil
rights laws. .Congress has been unequivocal and explicit, however,
when it has taken this course, as in denying tax-exempt status to
social clubs that practice racial discrimination. (cite).

Congress has add:essed problems of racial and other
forms of discrimination in a networks of iaws providing both
public and private remedies for violations. For example, Congress
- has in various statutes.invested private individuals with power
to challenge acts of racial discrimination practiced by private
institutions such as petitioners. See, for example, 42 U.S.C.

§1981-1982; Jones v. Mayer; Runyon v. McCrary. The United

States, however, has concluded that the absence of any civil
rights purpose in the explicit language ana legislative

history of Section 501(c)(3) of the Internal Revenue Code
demonstrates the lack of authofity in the Commissioner to
unilaterally impose nondi;crimination requirements on organi-
zations that would otherwise qualify as tax-exempt under

that statute. Whether or not such nondiscrimination requirements'
should be engrafted onto Sectioh 501(c)(3) is a gquestion

entrusted by the Constitution to the Congress.



|

Accordingly, the United States hereby confesses error in its
previous interpretation of the Internal Revenue Code as
investing‘the Commissioher of Internal Revenue with autﬁority
tosdeclare ineligible for tax-exempt status organizations
th:t engage in racially discriminatory practices. The Com-
missioner intends to grant petitioner Goldsbéro tax-exempt
status under Section 501(c)(3) of the Code, and will refund
to it federal social security and unemployment taxes in
dispute. The Commissioher also intequ to reinstate tax-exempt
status under Section 501(c)(3) of the Code to petitioner Bob
Jones, and will refund to it federal social secur}ty and
unemployment taxes.in dispute. Finally, the Commissioner
has instituted procedures to revoke the regulations (26
C.F.R.) that were employed to deny petitioners tax exempt
status under the Code. Accordingly, the United States suggests
that the cases in Nos. 81-1 and 81-3 be dismiséed as moot

and that the judgments of the Court of Appeals be vacated.
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Nos. 81-1 and 81-3 Ur‘{"ﬂ/"

IN THE SUPREME COURT OF THE UNITED STATES

OCTOBER TERM, 1981

GOLDSBOREO CHRISTIAN SCHOOLS, INC., PETITIONER
Ve

UNITED STATES OF AMERICA {

BOB JONES UNIVERSiTY, PETITIONER

UNITED STATES OF AMERICA

ON WRITS OF CERTIORARI TO
THE UNITED STATES COURT OF APPEALS
FOR THE FOURTH CIRCUIT

MEMORANDUM FOR THE UNITED STATES



This Court granted writs of certiorari in the above-
captioned cases and drdered cénsolidation on October 13, 1981.
Petitioners seek reversal of the Couft of Appeals' decision
upholding Internél Revenue Service regulations that were
applied to deny them tax-exempt status as "feligious" or
*educational"” institutions under Section 501(c)(3) of the
Internal Revenue Code of 1954 and sister Code provisions
regarding federal social security téxes (Section 3121(b)(8)(B)
of the Code), federal unemployment taxes (Section 3306(c)(8)
of the Code), and the deductibility of charitable contributions
(Section 170(a) and (c) of the Code) because of certain
raqially discriminatory practices of petitioners. 1In the
courts below and in our Memorandun in opposition to the petitions
for writs of certiorari, the United States argued tht the Com-
missioner of Internal Revenue acted within his statutory
authority in determining that Congress intended to deny petifioners
tax-exempt status under the Internal Revenue Code. Afﬁer
closely reexamining the challenged regulations and the Internal
Revenue Code provisions on which the regulations are based, the
United states has concluded that this position and the Court of

Appeals' decision were in error.

!



Generally speaking, Congress employs the Int?rnal Revenue
M FeoviMmig

Code for revenue raising or other fiscal,purposes. On rare
occasions, Congress has employed the Code to foster civil rights
policies that it has estabished in a comprehensive network of civil
rights laws. Congress has been unequivocal and explicit, however,
when it has taken this course, as in denying taxQexempt_status to
social clubs that practice racial discrimination. (cite).

Congress has addressed problems of racial and other
forms of discrimination in a networks of laws providing both
public and private remedies for violations. For example, Congress
has in various statutes invested private individuals with power
to challenge acts of racial discrimination pra;ficed by private .

institutions such as petitioners. See, for example, 42 U.S.C.

§1981-1982; Jones v. Mayer; Runyon v. McCrary. The United

States, however, has concluded that the absence of any civil
rights purpose in the explicit language and legislative

history of Section 501(c)(3) of the Internal Revenue Code
demonstrates the lack of authority in the Commissioner to
unilaterally impose nsndiscrimination requirementé on orgahi-
zations that would otherwise qualify as tax-exempt under

that statute. Whether or not such nondiscrimination requirements.
should be engrafted onto Section 501(c)(3) is a question

entrusted by the Constitution to the Congress.



Accordingly, the United States hereby confesses error in its
previous interpretation of the Internal Revenue Code as
investing the Commissioner of Internal Revenue with authority
to declare ineligible for tax-exempt status organizations
that engage in racially discriminatory practices. The Com-
missioner intends td grant petitioner Goldsboro tax-exempt
status under Section 501(c)(3) of the Code, and will refund
to it federal social security and unemployment taxes in
dispute. The Commissioher also intends to reinstate tax-exempt
status under Section 501(c)(3) of the Code to petitioner Bob
Jones, and will refund to it federal social secur;ty and
unemployment taxes.in disputé. Finally, the Commissioner
has instituted procedures to revoke thg regulations (26
C.F.R.) that were employed to deny petitioners tax exempt
status under the Code. Accordingly, the United States suggests
that the cases in Nos. 81-1 and 81-3 be dismissed as moot

and that the judgments of the Court of Appeals be vacated.




Nos. 81-1 and 81-3
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IN THE SUPREME COURT OF THE UNITED STATES

OCTOBER TERM, 1981

GOLDSBORO CHRISTIAN SCHOOLS, INC., PETITIONER
V.

UNITED STATES OF AMERICA

BOB JONES UNIVERSITY, PETITIONER
V.

UNITED STATES OF AMERICA, et al.

ON WRITS OF CERTIORARI TO THE UNITED STATES
COURT OF APPEALS FOR THE FOURTH CIRCUIT

BRIEF FOR THE RESPONDENTS

LAWRENCE G. WALLACE
Acting Solicitor General

JOHN F. MURRAY
Acting Assistant Attorney General

STUART A. SMITH
Assistant to the Solicitor General

ROBERT S. POMERANCE
Attorney

De rtment of Justjce
Wasnhington, D.C. 20530
2) 633 217




QUE: ION PRESENTED

Whether nonprofit corporations operating private schools
that, on the basis of religious doctrine, maintain racially
discriminatory admissions policies and other racially dis~
criminatory policies and practices qualify as tax-exempt
organizations under Section 501(c)(3) of the Internal Revenue
Code of 1954, eligible to receive charitable contributions
deductible under Section 170.

-
€
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course is sec' ar or Bible- ated, petitioner's practice is to
begin each class with a prayer. This practice is in keeping with
petitioner's errall purpose, and the desire of its founders, to
provide a secular private school education in a religious setting
(Pet. App. 6a-7a). _/

Based upon an interpretation of the Bible that it purports
to follow, petitioner has maintained a racially discriminatory
admissions policy since the time of its incorporation. The policy
reflects a belief that God intended a "separation of the nations
and races" and that it is necessary to discourage "any kind of
social intermingling by * * * students that could eventually lead
to intermarriage of the races and a corresponding breakdown of

distinctives established by almighty God" (J.A. 10). Although

the policy would seem to require the exclusion of all noncaucasions,

petitioner has accepted noncaucasioﬁs. Its policy in practice
requires the exclusion only of members of the Negro race (Pet.
App. 7a). Petitioner's president and principal believe that
black students would be disinclined to abide by its tenets and
practices because of the racial climate prevailing in the country
and the pressures exerted by the positions of certain "militant"
organizations (J.A. 81-93).

Petitioner has never received recognition from the Internal
Revenue Service as an organization described in.Section 501(c)(3)
of the Internal Revenue Code of 1954 (26 U.S.C.). On July 10,
1970, the Internal Revenue Service announced publicly that it
could no longer legally justify its prior allowance of tax-exempt
status to private schools maintaining racially discriminatory
admissions policies nor could it continue to treat gifts to such

schools as deductible charitable contributions for income tax

=

_/ Although the Second Baptist Church of Goldsboro figured
prominently in petitioner's founding and operation, petitioner
was incorporated as a separate legal entity (Pet. App. 6a-7a;




e

ses (¢ =3 J.A. A235-236). _/ On audit, the Commissioner of
Intérnal Revenue thereafter determined that petitioner did
not qualify for exemption from federal social security taxes
(FICA) under Section 3121(b)(8)(B) of the Code, or for exemption
from federal unemployment taxes (FUTA) under Section 3306(c)(8)
of the Code. 1In 1974, the Commissioner accordingly assessed FICA
and FUTA taxes against petitioner (J.A. 13-14). After making
partial payment, petitioner instituted this action in the United

States District Court for the Eastern Distriét of North Carolina

"seeking a refund of $3,459.93 in federal witholding, FICA, and

FUTA taxes for 1969 through 1972. The government counterclaimed
for $160,073.96 in taxes for that period (Pet. App. 5a, 7a-8a).
2. On the parties' cross motions for summary judgment, the
district court ruled that the Internal Revenue Service had
properly denied petitioner exempt status under Section 501(c)(3),
and the tax benefits associated with qualification as a Section
501(c)(3) organization, because petitioner's policy of racial
discrimination violated the declared public policy of the United
States (Pet. App. 14a). For purposes of adjudicating the motion,
the court assumed that petitioner's racially discriminatory
admissions policy was based upon a valid religious belief (Pet.
App. 7a). It concluded, however, that denying petitioner the
benefits of a Section 501(c¢c)(3) tax exemption did not abridge any

rights guaranteed petitioner under the Fifth Amendment to the

_/ As a result of its announced policy, which was formally
published in Rev. Rul. 71-447, 1971-2 Cum. Bull. 230, the
Internal Revenue Service did not appeal from the order of a
t. ee-judge district court in Green v. Connally, 330 F. Supp.
1150 (D.D.C.), prohibiting the issuance of tax-exempt status
2 ~ deductibility of contributions with respect to private schools
.1 Micedigsippi maintaining racially discriminatory admissions
That suit had been brought by a group of Mississippi
and their children attending the public schools. 1In
to an appeal of that order by intervenors seeking to
e their asserted First Amendment right to freedom of
ion, the government filed a motion to dismiss or affirm,
cies wev (1970 Term). This Court affirmed without opinion.
Coit v. Green, 404 U.S. 997 (1971)
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Constitution or under the Establishment or Free Exercise Clauses
of the First Amendment (Pet. App. 12a-13a). _/

The court of appeals affirmed, with one judge dissenting.

Treating the case as "identical" with Bob Jones University,

infra, the court of appeals upheld the Internal Revenue Service's
action on the authority of its decision in that case (Pet. App.
la=-3a). The court observed (Pet. App. 2a):

It is rare that any two cases are identical
twins. Nevertheless, as it happens, there is identity

3 for present purposes between the instant case and the

case of Bob Jones University * * * yhich has just been
handed down. There the taxpayer was held not to be
entitled to the §501(c)(3) exemption. 1In some
respects, insofar as decision here is concerned, the
resemblance of Goldsboro to Bob Jones University is
stronger than would be the case the other way round.
That is so since Goldsboro altogether prohibits
admission of blacks. The University permits them to
enter, but forbids certain interracial associations,
especially dating and marriage.

The complete and impeccable treatment by Judge
Hall in Bob Jones University makes it supererogatory
for us to discuss the issue of tax exempt status under
§501(c)(3). For that aspect we simply affirm the
district court for the reasons advanced in the Bob
Jones University case.

B. Bob Jones University--No. 81-3

1. Petitioner is a nonprofit organization incorporated in
1952 under the laws of South Carolina. As set forth in its
certificate of incorporation, its purpose is "'to conduct an

institution of learning for the general education of youth in the

4 During the pendency of the proceedings in the district
court, the government agreed to abate all FUTA assessments
=~3inst petitioner for periods ending on or before December 31,
'0, and to abate all FICA assessments against petitioner for
‘iods ending before November 30, 1970 (J.A. 104, 111-112). The
government made this concession because the Internal Revenue
Services's announcement that it would no longer accord the
of tax exemption and deductibility of contributions to
discriminatory private schools (81-3 J.A. A235-A239) was
> as of November 30, 1970 (J.A. 104, 111-112). See
Revenue Code of 1954, Section 7805(b) (26 U.s.C.). The
1t accordingly stipulated that it was entitled to recover
»,190.99 upon its counterclaim, and the district court
udgment in its favor in that amount (J.A. 109-110, 115).
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In response to the court of appeals' decisions in April and

May, 1875, in Bob Jones University v. Johnson, 529 F. 2d 514 (4th

Cir. 1975), and in McCrary v. Runyon, 515 F. 24 1082 (4th Cir.

1975), aff'd, 427 U.S. 160 (1976), petitioner once again revised
its admissions policy (Pet. App. A4, A43-nm44; J.A. A250-A253). After
May 29, 1975, petitioner generally permitted unmarried blacks as
well as married blacks to enroll as students. It continued to
deny admission, however, to any applicant known to be a partner
iiﬁ an interracial marriage (Pet. App. A4, A43-A44). _/ 1t also
‘established disciplinary rules requiring the denial of admission
to, or expulsion of, any student (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) who encouraged others to violate

titioner's rules and prohibitions against interracial dating
(Pet. App. A4, A44; J.A. AS53-A54, A77-A80, A197-A198, A208~A209,
A277). Those rules adopted an inclusive concept of "dating"
encompassing a broad range of associations (J.A. Al55-Aa177,
A197-A199). Petitioner required each student to attend a "rules
meeting" at which the several disciplinary rules were reviewed,
and to sign a statement that he or she would abide by those
rules and regulations (Pet. App. A42-A43; J.A. Al132-A133).

Until 1970, the Internal Revenue Service recognized
petitioner as a tax-exempt organization described in Section
501(c)(3) of the Internal Revenue Code of 1954 (26 U.S.C.) that
was eligible to receive charitable contributions deductible under

Section 170(c)(2) of the Code. See Bob Jones University v.

Simon, 416 U.S. 725, 735 (1974). On November 30, 1970, the
Internal Revenue Service senf letters to approximately 5,000
organizations operating private schools, including peiitioner,

announcing that it would no longer recognize as legally entitled to

4 *» icants to petitioner specified their race and marital

status on th r applications for admission (J.A. Al22-Al133).

T ication form indic ~ 3 +*-* an ap~'“Tar* was black, but
veal the race of .... ap it's opuase, petitioner

-~guwvoceeu that additional information (J.A. A89-A90).


















