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MEMORANDUM
THE WHITE HOUSE
WASHINGTON
August 15, 1983
FOR: ROGER B. PORTER

FROM: STEPHEN H. GALEBACH/AW

SUBJECT: Request for Clearance of Statement Concerning
School Prayer Amendment

The Christian Broadcasting Network has requested that I give
them a short statement about the "silent prayer" constitutional
amendment.

CBN has been one of the most effective supporters of the
President's school prayer amendment, and they would like to
inform their followers why a silent prayer amendment is not
necessary. Deputy AG Schmults has already testified in Congress
against the silent prayer amendment.

If there is no objection, I would like to give CBN the
following statement for use in their newsletter:

"The President's school prayer amendment would allow vocal
prayer by students in public schools, which has been prohibited
by Supreme Court decision since the early 1960s. An amendment
for silent prayer is unnecessary, because the Supreme Court has
never ruled against silent prayer in the schools. Such an
amendment would mean a great deal of effort to produce little or
no progress toward the goal of returning freedom of religious
expression to the schools."



MEMORANDUM
THE WHITE HOUSE
WASHINGTON
. - August 17, 1983
FOR: DAVID R. GERGEN
FROM: STEPHEN H. GALEBAC%“b'

SUBJECT: Request for Clearance of Stétement‘Concerning
School Prayer Amendment

Roger Porter has approved the attached statement summarizing
our reasons for preferring the President's school prayer
amendment to a silent prayer amendment, and he asked that I get
your okay before sending it to CBN.

Could we please have your response by COB August 18. Thank
you very much.

cc: Roger Porter



MEMORANDUM
THE WHITE HOUSE
WASHINGTON
. August 15, 1983
FOR: T. KENNETH CRIBB, JR.
FROM: WILLIAM P. BARR

SUBJECT: Appointment History to Civil Rights Commission

As you requested this morning, I have attached the three
memos done to date on the history of CRC appointments.

1. July 22 memo -- Among the pertinent points in this paper
are:

o When President Kennedy took office, all the members of
the Commission submitted their resignations.

o When President Johnson assumed the Presidency in 1963,
again all the Commissioners submitted their resignations.

o) When Johnson was elected President in '64, he requested
all the Commissioners to submit their resignations. Five
‘ of the six did so, with Father Hesburgh holding out
" because he thought compliance with the President's
request would acknowledge that the Commission was not
independent.

o The election of Nixon was the first change in
Administration in which all or most of the members of the
Commission did not tender their resignations. However,
it was also the first test of the President's authority
to involuntarily remove a sitting member:

-- Nixon demanded Hesburgh's resignation, and Hesburgh
complied.

-- Nixon appointed Manuel Ruiz to replace Hector Garcia
(a Johnson recess appointee). (See Compilation of
CRC Meetings.)

o Nor is President Reagan the first President to use his
appointment power to change the character of the
Commission. Kennedy's nominations in 1961 radically
transformed the body from bipartisan "neutrality" to the
liberal civil rights position.

‘ 2. July 5 memo -- This memo provides additional background
information supplementing the June 22 paper.
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3. Compilation of Civil Rights Commission Meeting References
to Independence -- An interesting point here is that nominees
were invited to participate in Commission meetings prior to
their confirmation. It would seem that Pendleton would have the
ability to extend such an invitation to our nominees for the

September meeting.




‘ ; MEMORANDUM

THE WHITE HOUSE

WASHINGTON

August 16, 1983

FOR: ROGER B. PORTER
FROM: WILLIAM P. BARWJ]

SUBJECT: Status of Immigration Legislation

Legislative Posture

The Senate bill (S.529) passed by a vote of 76-18 on May 18.
Major provisions of the bill include:

-- employer sanctions with civil and criminal penalties;

-- establishment of secure identification system within 3
years;

-- legalization of aliens who entered the U.S. as of 1/1/80;

~- prohibition of federal benefits to legalized aliens for 3
years;

-- uncapped block grant to cover state welfare costs;

-- transition worker program;

-- budget impact 1984-88: $8 billion.

House Judiciary Committee vooted out H.R. 1510 on May 5,

' 1983. Major provisions of the bill include:

-- employer sanctions with civil and criminal penalties but
including several loopholes: citation only for first
violation; voluntary compliance with employment
eligibility verification requirements; and waiver of
verification requirements for 24 hours which effectively
exempts day labor;

-- no requirement for secure identification system;

-- legalization of aliens who entered the U.S. as of 1/1/82;

-- full reimbursement of state and local welfare costs and
education assistance for legalized aliens;

-- prohibition of benefits for 5 years except for Medicaid
and SSI in cases of the aged, blind and disabled and in
the interest of public health or serious injury:

-- transition worker program more loosely constructed than
Senate version;

-- budget impact 1984-88: §$11.5 billion.

Three House Committees (Agriculture, Education and Labor, and
Energy and Commerce) marked up the bill in June. Major
amendments would:

-- eliminate loopholes in employer sanctions;
-- prohibit employment discrimination based on alienage:;
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-- establish a special counsel and U.S. Immigration Board,
modelled after the NLRB, to hear employer sanction and
discrimination cases; thereby avoiding district court
review;

-- tighten terms of H-2 temporary worker program and restore
reg authority to DOL;

-- establish new temporary worker program for perishable
agriculture;

-- require 100% reimbursement of public health programs and
exempt additional public health and social service
programs from 5-year denial of elibility for benefits.

Claude Pepper, (Chairman, House Rules) has admonished the
Chairmen of the Judiciary, Education/Labor, Agriculture and
Energy/Commerce Committees to reach agreement on their various
amendments to H.R.1510 so that he could schedule a rule on the
bill and avoid a fight before the Rules Committee. He has
tentatively set the week of September 19 for Rules consideration.

House Committees at Loggerheads

The Committees, after several meetings, remain at an impasse.
Each committee has pride of authorship and is unwilling to
support the others. Education and Labor would likely oppose the
bill inp its current form.

There are several substantive issues at stake which account
for the divergence of the Judiciary and Education/Labor
Committees.

o Enforcement. The Education/Labor amendment strikes all
of the enforcement loopholes now in H.R.1510. Justice
would agree that the Education/Labor amendments
strengthen the bill but the Judiciary Committee questions
Education/Labor's jurisdiction for the extensive
revision.

o Discrimination. Education/Labor prohibits employment
discrimination on the basis of alienage and establishes
an appeal process for judicial review of complaints.
They claim the measure K is necessary to address the civil
rights concerns raised by Hispanics and hence to ensure
their support for the bill. Justice, however, does not
believe that the bill will result in discrimination and
is unwilling to introduce a new concept of alienage into
civil rights law.
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o Judicial Review. Education/Labor proposes a judicial
review process throuch a Special Counsel in connection
with the U.S. Immigration Board, fashioned after the
NLRB, for adjudicating employer sanctions and
discrimination cases. Education/Labor argues that the
Judiciary bill is flawed because appeals to the district
court would hecome de novo cases and hence indefinitely
delay litigation of employer sanctions, whereas the
Education/Labor amendment would only allow appeals to the
U.S. Immigration Board and the Court of Appeals. Justice
opposes the loss of control that would result from this
amendment.

o Agricultural Labor. The Education/Labor Committee
amendments tighten employment standards of the H-2
temporary worker program and maintain reg authority with
the Secretary of Labor. The growers oppose such
provisions and strongly support the Agriculture Committee
amendments which include a new temporary worker program.

The Administration is on record, through the Attorney
General's July 27th letter to Rodino, as opposing H.R.1510 unless
amended to address budget concerns generated by legalization
provisions and to tighten enforcement provisions. While the
Education/Labor amendments address and solve the enforcement
problems, the legalization budget concerns have not been
addressed.

B Lt TRyl




MEMORANDUM

THE WHITE HOUSE
WASHINGTON

August 18, 1983

trf
Q

OR: ROGER B. PORTER
XOM ¢ STEPHEN H. GALEBAC%LQﬁr/

SUBJECT: Administration Position on Church Audit Procedures Act

Y

551

You have asked for a report on the Church Audit Procedures
Act, sponsored by Cong. Edwards as H.R.2977, and by Senator
Grassley as S.1262.

I have summarized the existing state of the law and the
changes that would be made by the Church Audit Procedures Act in
Attachment A. Attachment A includes comments on the advantages
and disadvantages of the various provisions, and compares these
proposals to existing regulatory provisions.

In general, I believe this act is a rather modest and
basically responsible way to address a thorny problem. The
problem is that IRS needs to be able to investigate fraudulent
claims of church status, while not encroaching upon legitimate
churches in ways that would infringe First Amendment rights.
This problem is aggravated by the fact that many churches are
small, with such limited financial resources that merely having
to defend sgainst an IRS investigation is often crippling.

Politically, a broad spectrum of the religious community has
become concerned in recent years over several cases in which the
IRS placed heavy burdens on small churches which turned out to be
legitimate churches after costly and lengthy proceedings. As a
result of the widespread public concern =-- ranging from the
liberal National Council of Churches to the conservative National
Association of Evangelicals -- there are now 62 co-sponsors for
the House bill.

The bill does have a number of problems, as indicated in the
comments in Attachment A, that require some fine-tuning. But the
basic concept of protecting legitimate churches while allowing
IRS investigation of fraudulent ones, is a worthy objective and
deserves our support.

I believe our best position is to offer general support for
the concept of the bill, while working with Senator Grassley and
Cong. Edwards to alleviate any problems that IRS and Treasury may
see in the bill. Senator Grassley's staff are flexible on the
details of the bill.

Senator Grassley has scheduled hearings for September 30 on
the issues covered by this bill, in his Oversight Subcommittee of
the Senate Finance Committee.
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Unfortunately, IRS has sent comments on this bill to Senator
sley without going through the OMB clearance process.

t achment B, which was sent to Senator Grassley by IRS with a
cmver letter dated July 7, adopts a strongly negative and hostile
tone. The letter exaggerates the problems in the bill, shows no
sensitivity o the basic concerns underlying the broad support
for the bill, and shows no willingness to work constructively
toward solving whatever problems do exist in the bill.
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We need to correct the damage done by the IRS letter and come
to a reasoned, Administration-wide position on the bill.

Recommendations

o Have IRS retract the letter they sent to Grassley without
clearance.

o Convene a meeting of interested persons from IRS,
Treasury, OMB, and OPD, to discuss the pros and cons of
the various provisions in the bill.

o Arrive at an Administration position in time to give
testimony in Grassley's subcommittee by September 30.

Note: A similar bill was introduced last sessicn by Cong.
Edwards, H.R.7128, but we took no position on it.



Summary and Comment on Church Audit Procedures Act

The Church Audit Procedures Act, introduced by Congressman
Eiwar3ds as H.R.2977 and by Senator Grassley as S.1262, expands
the protection that existing law gives to churches in audits by
the IRS.

Existing Law

Section 7605(c) - Restriction on Examination of Churches -
provides as follows:

o In determining whether a cl.urch is subject to unrelated
business income tax, the IRS may not examine the books of
a church unless the regional commissioner believes that
the organization in question may be engaged in activities
subject to the tax and so notifies the organization in
advance of tte examination.

-- The IRS may examine the religious activities of a
church only to the extent necessary to determine
whether the organization is in fact a church.

-- The IRS may examine the books of account of a church
only to the extent necessary to determine the amount
of tax due.

(This provision was added to the Code in 1969, at the same
time that Congress amended the Code to make churches subject
to tax on unrelated business income.)

Church Audit Procedures Act

The new act is drafted as an amendment to Section 7605(c),
adding the following provisions:

o The IRS may not investigate a church to see if it is
subject to unrelated business income tax or to see if it
is truly a church, unless the regional commissioner
"possesses evidence which leads him to reasonably
believe" that such church is subject to tax.

COMMENT: The IRS believes this to be a "radical change,"”
because it makes the commissioner satisfy a sort of
probable cause standard. Existing law already requires,
however, that the regional commissioner "believe" that
the church may be engaged in taxable activity -- to
require that this belief be reasonably based on some
evidence does not seem to be a radical departure from
existing law. Senator Grassley's staff say they are open
to fine-tuning this provision, and there may well be room
to reach an accommodation. The general goal of

Attachment A
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requiring IRS to have some grounds before putting
churches through an often costly procedure is a good
objective, provided it can be achieved without
hams+tringing IRS's legitimate enforcement activities.

IRS may not commence an investigation unless it first
gives written notice to the church, including:

-- +he sections of the Code under which IRS is
authorized to proceed;

-- an explanation of the constitutional and other
procedural rights of the organization;

-- an explanation of the concerns which give rise to the
investigation;

-- description of evidence available to IRS to date;

-- statement of facts that IRS hopes to discover by
holding the investigation.

COMMENT: Existing IRS regulations require written
notice, and it is IRS's practice to give 30 days' notice,
but without the details specified in this section. The
first three above-listed items appear to be a positive
step, since many churches could not afford skilled legal
counsel to learn these items on their own. The last two
items, however, may compromise the ability of IRS to
conduct investigations -- this point needs to be further
explored.

Before conducting an investigation, IRS must obtain
concurrence of regional IRS counsel.

COMMENT: It would probably be better to rest on the
judgment of the IRS regional commissioner, rather than
giving review authority to an officer who is the regional
commissioner's subordinate.

Before conducting an investigation, IRS must offer to
meet with the church and discuss the issues at stake.

COMMENT: This appears to be a good provision, analogous
to the conciliation proceedings required in other
administrative contexts.
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IRS must give 15 days' notice before conducting an
examination of records, and must include in the notice a
description of those church records and activities the
IRS seeks to examine.

COMMENT: IRS already gives 30 days' notice, and this
provision does not appear burdensome. There is a '
possibility that courts could step in to exclude any
evidence gained from records and activities beyond those
described by IRS in the notice -- but this problem could
be alleviated by more specific legislative drafting.

IRS may only investigate religious activities of an
organization claiming to be a church to the extent
necessary to determine whether the organization is in
fact a church, and IRS may investigate church records
only to the extent necessary to determine the amount of
tax imposed by this title.

COMMENT: This appears to be a reasonable limitation,
similar to that already contained in Section 7605(c).

IRS must complete its investigations of churches within
one year from the time it gives notice that it is
commencing an investigation.

COMMENT: Some time limit seems appropriate, but whether
one year is the appropriate figure depends on further
information we will want to check with IRS.

For claims that IRS has violated the provisions of this
act, churches may go into federal district court to
obtain an injunction to prevent the Secretary from
further action.

COMMENT: Prohibitory injunctive relief of this sort
appears to be the most appropriate remedy, but the
section should be carefully drafted to avoid giving
excessive power to federal courts to control IRS
investigations.

Churches that prevail in actions against the Secretary
will be entitled to attorneys fees.

COMMENT: We need to check with IRS to learn the possible
budgetary impact of this provision.

Three-year statute of limitations on actions by IRS to
collect back taxes owed by churches.
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COMMENT: This is a reasonable provision. There is
generally a three-year statute of limitations for tax
collection cases. The statute of limitations is waived
if the taxpayer failed to file a return. Churches are
not required to file returns. They should be given the
three-year statute of limitations that applies to
everyone else, rather than being treated the same as
persons who are delinguent in failing to file returns.
Waives requirement for exhaustion of administrative
remedies.

COMMENT: More information is needed to assess whether
this provision is necessary to afford appropriate relief _
for churches when the IRS violates procedural provisions.



Re: H.R. 2172 - Church Audit Procedures Act of 1983

Current Law

Section 7605(c) of the Code currently providcs that the Service
cannct examine the boors of account of a church (or a convention or
ssscclistlon of churches) for the purpcse of determining the
crgantzation's liability for unrelated businecs Income tax, unless a
Regional Com-issioner telieves that the crganizatlion is engaging in
unrelate4 busiress activitles and notifies the crganization in-
sdvence of thte exarinatlion. Section 7605(c) further provides that
70 exa~i-stion cof the religious activitles of such an organlzation
shall Ye rade except to the extent necessary to determine whether
the crgsr.lzation is a church or a cernvention or esscciation of
cturhes. Also, no exar 'nation of tte tcoks of account of the
fzatlcn e%all be rsde other than to the extent necessary to

Secticn 7605(c) was added to tthe Code by the Tax Reform Act of
1969, which extended the unrelated business incore tax to churches.
Section 7605(c) was intended to protect churches from unnececsary
tax audits and the concomitant government intrusion into the
internal financial matters of churches. See S. Rep. No. 91-552,

1969-3 C.B. 468,

Section 301.7605-1(c)(2) of the regulations liberally expands

the bare statutory protections of section 7605(ec). The regulation

requires Regional Commissioner approval and notification prior to
any examination of the “"books of account”™ of any organization which
is or claims to be a church, or a convention or association of
churches. Unlike the statute, the regulation's prior approval and

notification requirement is not limited to UBIT examinatlons of
This again was a deliberate action taken

church “"books of account™.
by the Government to limit any intrusion into church affalirs to the

extent specifically approved by the Regional Commissioner The
regulation's requirement applied to examinations of church books of
sccounts for any purpose, e.g., determining charitable, estate and
gift deductions, 501(c)(3) tax exempt status, verifying payments
made to third-parties, and determining any other tax liability under
the Code. The regulation requires that the Service must make at
least two "pre-examination®” contacts in writing to obtain the
necessary information from the books of account. It is at this
point that the Regional Commissioner must determine whether the
examinstion is necessary because the information cannot be
satisfactorily obtained in this manner. The Regional Commissioner
then notifies the organization in writing at least 30 days in

advance of the examination.

Attachment B
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Froposed Bill
Secticn 2(s) of H.R. 2172 proyoses to revamp the current section
7605(c) examinastion scheme.

Propcsed section 7605(c)(l) wc.:1d 3jrevent the Service fronm
commer.cirg any invectipgation or preceetikg (prelirinary to a
“formal™T exa~-1ration) to determine if a cturch (or a convertion or
sesoclaticn of churchee) is liatle for UBIT or does not qualify for
exemption, u-less the Feglonal Corr-issloner “pcssesses evidence”™
thst lezds Yim to reascriably believe that the church is erngsgirg in
.~related busli.ss cr is no longer exempt. This is a rsdical ¢ arge
frem corrent st:zndards, which are intended to secure infor-aticn in

and would serlously La-string the

tYe least intrucslve marrer,
H.R. 2172's

Service's ability to conduct necessary Investigatlons.
rew evidentiary sterdard for church examirations would seea to
freclude any traditicnal investigatory work done on the basis of
allegation or third-party inforration and would ypreclude
authorizaticn for any church examination unless the Service
soscsessed hard cvidcnce estadblishing a pri—a facie case. (Although
the i1l does not spell out the new evidentiary standards, we assume
that trey are the ordinary standards used In court, because we
perceive the thrust of this bill as the creatlon of several new,
judicially reviewable standards for church examination.)

Presurably, not ﬁeetin; the new evidence standard would not only
preclude authorization for church examination but also void an
examination "improperly”™ authorized, regardless of the merits of the

case.

Proposed section 7605(c)(2) would require the Service to notify
the organization before any investigation is begun. This notice
must include an explanation of the reasons for the investigation and
a statement of the facts the Service hopes to determine {rom the
investigation. /It is probably the bill's intent to limit the
investigation td the material set out in the notice. For example,
if the notice states that the Service expects to find an unrelated
business income liability, and the investigation unexpectedly
uncovers evidence of inurement, the Service would not be allowed to
use this evidence to revoke the organization's exempt status.

Proposed section 7605(c)(3) provides that no examination of
church records or religious activities may be made unless the
Reglional Counsel concurs in the examinatlon. The concurrence must
follow the notification described in proposed section 7605(c)(4).
This provision would give the Reglional Counsel a veto over the

Regional Commissioner's actions and would be inconsistent with
current Service lines of authority.



Proposed section 7¢05(c)(4) requires a second notification if
the Service wiches to examine any church records or religious
activities. It is impcrtant to note that the proporal uses the
words “‘church records™ !n lieu of the words “"Looks of account”™
contained In the current law. This constitutes a significant
expancsion of the tyye of records subject to these special rules, and
could be construed to include all third.party records, such as bank
records. In aZditlon, this second notlice nust contaln a 1list of
concerns which gave rice to the investigation, the legal and factual
issues relevant to the cazse, and a description of all the evidcnce
discovered to date. We belleve that this last requlirement would be

particularly harmful to the Service's ability to conduct any fraud

Investigations involving church activitlies. It would seriously

in*ibit the Service’'s ability to develcp cririnal cascs ag=inst

mail-order rministries, tax protestor groups using a claim cf church

ststus as 8 shield, and cases where church orgsnizatlcons are bocing
vsed as covers for i1l1licit drug operstlions. Releasing evidence to
or even ac¥nowledging the existence of an
investigation, could undermine the ability of the Service and cther
law enforcement agencies to prosecute such cases. As part of the
the Service must offer the crgsnlzation a conference
It is unclear from the
However, the

such groups,

second notice,
to discuss the allegations in the notlce.
proposed law who is required to hold the conference.
bill could be read as requiring the Regional Commissioner to

personally hold ‘the conference, since he is personally required to

send the notice.

Proposed section 7605(c)(S) requires that if the Service still
intends to proceed with an examination after Regional Counsel
review, a third notice must be sent informing the organization of
this fact. This third notice is a final notice of examination.

Proposed section 7605(c)(6) restates the last sentence of
current sectlion 7605(c). This provision indicates that the Service
cannot examine churches except to the extent necessary to determine

the amount of taxes imposed by the Code.

Proposed section 7605(c)(7) requires the Service to make a
decision on the merits within 365 days after the date of the first
notification of investigation described above. This period is
extended for any time during which the organization initliates a
Judicial proceeding to challenge the investigation, or during which
the organization refuses a reasonable request for records. Civen
the three-notice requirement of the law, the possible
pre-examination conference, and the requirement that both the
Reglonal Commissioner and the Reglional Counsel approve the
examination, we do not feel that the Service could complete a
complicated church examinstion within the 365-day period without
affecting the quality of the examination and the technical review of

The time limitation would create particularly serious
The bill

the issue.
problems in cases referred for criminal investigation.
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cc.’d result in making investigatliors (and sutscguent examinations)

ctically impcssible. Purther, the bill is unclear whether the

prectd
yericd «ill te suspcendid4 if the Service is forced to litigste to

Arg.ably, if the court determined that any

enfcrce 8 swiTeons.
the period would not be

rej-est in the cummons Is not reascnabdble,
s.s;eded, In sddition, the law fasils to nmake any provision for the

Service and the organizstion to agree to.extend the 365-day period.
t''e rule could well force the Service to resort

I1f this s the case,
nt powers agaliinst an organization where the

to 1:8 Je.zardy assess-

-

3¢5-4s5y 1eriod was com!l-g to a close and there was rneed to protect

the government's intercst on a tax due.

Sfecticn 2(b) of H.K. 2172 provides a sreclal ststute of
lirit:-*iors rule for ¢t rches. Under the rule, any tax imposed
urder the Cole, not Jjust unrelated business Income tax, must be
scsesced within three years of the due date of the return, whcther
or rrot any return is actually filed. This has great potentlzl for
ebuse since churches are not required to file any infcrmation
returns on thelir tax exompt status and only a small fercentage of
all churches file unrelszted businecss income tax returns.

Finally, section 2(c) of H.R. 2172 would amend section 7428(b)

to allow a church to seek a declaratory judgment as soon as the
Service notifies it that the Service intends to revoke its church

This provicsion is probadbly intended to cover revocations of

status.
Section 7428 currently

section 501(c)(3) exempt status also.
provides that an organizatlion can seek declaratory judgment when the

Service revokes its section 501(c)(3) tax excmpt status or modifies
or denies its status as a church. The right to this procedure comes
only after the organization has exhausted all of its administrative
rights. While this amendment fails to define what type of notice is
intended, arguadbly, the initisl notice of an examination for the
purpose of developing information to revoke exemption might satisfy
this requirement. Thecoretically, we could never complete an
examination and the appeal procedure before judicial review. The
act also seems to add UBIT to the issues subject to declaratory

Judgments.

Conclusion

In sum, we view H.R. 2172 as an attempt to prohibit most church
investigations and examinations, and to severly limit the Service's
ability to pursue the few examinations permissible under the
proposal. We think that the intent of the bill is to insulate
churches from reasonable Service review of thelr compliance with the
tax law. We cannot agree with that goal. In sddition, we believe
that the unintended result of H.R. 2172 would be a virtual license
{(due to the Service's inability to investigate) for mall-order
ministries and tax protestors to use church status as a shield for

thelr tax evasion activities.
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DOCUMENT NO. JGo D PD

M OFFICE OF POLICY DEVELOPMENT

STAFFING MEMORANDUM
cob August 18

DATE: Augjust 15 ACTION/CONCURRENCE/COMMENT DUE BY:
SUBJECT: ADMINISTRATION POSITION ON H.R. 2977, CHURCH AUDIT
PROCEDURIS ACT
ACTION FYI ACTION FYI
HARPER J O DRUG POLICY 0O 0
PORTER 0 0 TURNER ' 0 0
BARR 0O O D. LEONARD O £
BLEDSOE O O OFFICE OF POLICY INFORMATION
BOGGS O O HOPKINS 0 O
BRADLEY 0 O PROPERTY REVIEW BOARD [] O
CARLESON | O OTHER .
i DENEND 0 0 I hetee (w.cﬂ' O
GALEBACH O 0
GARFINKEL 0 O 0 O
GUNN o O 0 0
B. LEONARD O ' 0 O
L o O 0 0
MCcALLISTER 0 O 0 0O
MONTOYA" 0 O 0O 0
ROPER 0O O O 0O
SMITH 0 O 0 ]
SWEET 0O O 0O 0
UHLMANN 0 O O 0O
O O
ADMINISTRATION 0 O O O
REMARKS:
o
Edwin L. Harper
Please return this tracking Assistant to the President
sheet with your response for Policy Development

(x6515)
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THE WHITE HOUSE

WASHINGTON

August 15, 1983

MEMORANDUM FOR STEPHFY H. GALEBACH

FROM: ROGER 3. PORTER 4%/

SUBJECT: Administration Position on H.R., 2977, Church Audit
Procec ires Act

As the attached memorandum from M. B, Oglesby indicates,
Conyressman Mickey Ecwards has reguested Administration support
for his legislation, H.R. 2977. I wou:d appreciate very much if
you would determine what the current procedural requirements are,
how this legislation would alter those r~equirements, and what you
see as the principal advantages and disadvantages, if any, in the
Administration supporting this legislation,

I would also appreciate your determining whether or not any
similar legislation has been introduced in the past, and if the
Administration has taken any position on it.

I would like to have this analysis by close of business on
Thursday, August 18, 1If this is not possible, please let me
know.

Attachment



THE WHITE HOUSE

WASHINGTON

L .
August 1, 1983 Jf‘VG‘3ﬁOJ

MEMORANDUM FOR ED MEESE
THFEU: KEN DUBERSTEIN ¥VQ

FROM: M. B. OGLESBY,

SUBJECT: Administration Position On H.R. 2977,
Church Audit Procedures Act

ongressman Mickey Edwards (R-Oklahoma) has requested
\dministration support for this legislation. Senator
srassley (R-Icwa) has introcduced similar legislation,
1262, in the Senate. This legislation is supported
by the National Association of Evangelicals, the
Naticnal Council of Christians and Jews, the National
Council of Churches, etc.

)
)]

m o0

Mickey explains that these procedural requirements for
the IRS are consistent with our philosophy and Edwards
urges that the Administration consider supporting his
proposal.

Guidance, please.

cc: Roger Porter
Joe Wright



MEMORANDUM
THE WHITE HOUSE

WASHINGTON

September 23, 1983

FOR: JOHN A. SVAHN 4‘(
FROM: MICHAEL

SUBJECT: Church Audlt Procedures Act

We have a good opportunity here to get out front on a bill
that has strong support from the President's religious
constitutency. Unless there is prompt action by the White House,
however, Treasury and IRS will testify against the bill next
Friday.

The attached memo of September 19 from Oglesby and Duberstein
gives a quick summary of the legislative situation. I have
confirmed that the bill does have strong and enthusiastic support
from religious groups, especially those who most favor the
President. The bill has 70 cosponsors in the House. There does
not seem to be any organized political opposition. Politically,
it makes no sense to testify against the bill.

I understand that Ed Meese is inclined, tentatively at least,
to support this legislation. Ken Cribb is likely to schedule
this topic for a meeting early next week -- probably the 8:30
meeting on Monday. )

To bring you up to speed on the legal considerations involved
here, I have attached a memo Steve Galebach prepared last month
in response to an earlier query from Legislative Affairs.
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THE WHITE HOUSE

WASHINGTON

September 19, 1983

MEMORANDUM FOR JAMES A. BAKER
EDWIN MEESE
MICHAEL DEAVER
DAVE STOCKMAN
FAITH WHITTLESEY

THRU:: KENNETH M. DUBERSTEIN ﬁré
FROM: M. B. OGLESBY, J%p

SUBJECT: Church Audit Procedures Act

On May 11, 1983, Congressman Mickey Edwards (R-OK), with a group
cf bipartisan co-sponsors, introduced H.R. 2977, the Church
Audit Procedures Act. The legislation amends the Internal
Revenue Code to improve IRS procedures concerning investigations
and audits of churches. The bill is supported by such diverse
groups as the National Conference of Christians and Jews, the
National Association of Evangelicals, the New York Civil Lib-
erties Union (ACLU-affiliate), the Moral Majority and Christian
Voice.

Congressman Edwards has been seeking an Administration
endorsement of this legislation. The office of Tax Policy at
the Treasury Department has recommended Administration op-
position to H.R. 2977. Treasury officials are scheduled to
testify before the House Ways and Means Committee on September
30, arnd will convey the positicn developed by the Office of Tax
Policy unless the decision is reversed prior to that time.

The Church Audit Procedures Act has the endorsement of many
conservative supporters of the President ard of his ccre
constituency in the conservative movement. Interestingly, the
bill also has the support and has been co-sponsored by Members
as liberal as George Crockett (D-MI) and Ron Dellums (D-CA).

Because this lecislation is supported by such diverse groups and
by Members from all parts of the political spectrum, I hope that
we can review our position and avoid the probable adverse
reaction from some of our friends in the Congress.

fusdrey plo
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MEMORANDIUM

THE WHITE HOUSE
WASHINGTON

August 18, 1983

-3 2ZER B. PORTER
FOM: STEPHEN H. GRLEBAC}J‘ILt

SUBJECT: A3rinistration Position on Church Audit Prc-eldures Act

01’

"y

Y=-u t3ve asked fcr a report on the Chrurch Audit Proceldures
sponscred by Corg. Edwards as H.R.2977, and by Serator
sley as S$.1262.

W t
m ~

I have summarized the existing state of the law arn3d the
rnges thet would te made by the Church Audit Proce2.res Act in
achmert A. Attachment A includes comments on the advantazses

iisaivantazges of the various proxlslons, and compares these
Fosals to existing regulatory provisions. :

general, I believe this act is a rather modest ari
resronsible way to address a +hc*4x problem. The
is that IFS needs to be able to investigate frauvdulent
claims of church status, while not encroaching upon legitimate
churches in ways that would infringe First Amendment rights.
This problem is aggravated by the fact that many churches are
small, with such limited financial resources that merely having

-8 A

tc defend s3jainst an IRS investigation is often crippling.

Politically, a broad spectrum of the religious community has
become concerned in recent years over several cases in which the
IRS placed heavy burdens on small churches which turned out to be
legitimate churches after costly and lengthy proceedings. As a
result of the widespread public concern -- ranging from the
liberal National Council of Churches to the conservative National
Association of Evangelicals -- there are now 62 co-sponsors for

the House bill.

The bill does have a number of problems, as indicated in the
comments in Attachment A, that require some fine-tuning. But the

basic concept of protecting legitimate churches while allowing
IRS investigation of fraudulent ones, is a worthy objective and

deserves our support.

I believe our best position is to offer general support for
the concept of the bill, while working with Senator Grassley and
Cong. Edwards to alleviate any;groblems that IRS and Treasury may
see in the bill. Senator Grassley's staff are flexible on the
details of the bill.

Senator Grassley has scheduled hearings for September 30 on
the issues covered by this bill, in his Oversight Subcommittee of
the Senate Finance Committee.
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Un€ortunately, IPS has sent comments on this bill to Senator

.=*rc.t 10in3 through the OM3 clearance prcces

=3 %, which vas sent to Sena*>r Cr:zssley by IFS with a

~ver letter dated Jly 7, adopr‘s a strr—aly negative and hostile
h]

LT Tte let*sr ex gjgerates tte gr;tle~s in the bill, shows ro

: ’f-o the t=siCc concer-s ur erlj-“g the Yrcas succ-rt
nd stk ws no willingness to work cors<ructively

'Ec whi<e er problems 30 exist in the biil.

w2 reed *o correct the dama 2 done by the IRS letter and come
‘5 a reascne3, Adriristration-wide position on the bill.

o 7ave IXS retract the letter they sent to Grassley withcut
clearance.

Convene a meeting of interestel persons from IRS,
Treasucry, OME, and OPD, to discuss the pros ani cons of
the various provisions in the bill.

o Arrive at an Administration position in time to give
testimony in Grassley's subcomnittee by September 30.

Note: A similar bill was introduced last sessicn by Cong.
Edwards, H.R.7128, but we took no position on it.
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Summary and Comment on Church Audit Procedures Act

The Church Audit Procedures Act, introduced by Congressman

Fiwars
t e or
t'e IR
Fxi

s as H.R.2977 2r3 by Sera‘or Grassley as S5.1262, expanis
rotecticn that evisting law gives 0 churches in aciits bty

csti-a Law

i

Secticn 7675(c) - Restriction on Examination of Churches -
provides as follows:

o)

In 3eterminir.y whether a cl irch is subtiect to unrelated
t:.sirees inco-e tax, the I'S may not examine the books of
a chuorch unless the recional commissioner believes that
+tre or:an?ﬁation in guestion may te engzz=s3 In activi‘lies
=riect to tl+ tax and so notifies thre crgoarnization in
ivance of t}te examirnz+ion.

rQ2 b

m | m

-- The IRS mzy examine the religious activities of a
charch orly to the extent necessary to determine
whether tl.e organization is in fact a church.

== The IRS may examine the books of account of a church
only to tte extent necessary to determine the amount
of tax due.

(This provision was added to the Code in 1969, at the same
time that Congress amended the Code to make churches subject
to tax on unrelated business income.)

Church Audit Procedures Act

The new act is drafted as an amendment to Section 7605(c¢),
adding the following provisions:

o}

The IRS may not investigate a church to see if it is
subject to unrelated business income tax or to see if it
is truly a church, unless the regional commissioner
"possesses evidence which leads him to reasonably
believe" that such church is subject to tax.

COMMENT: The IRS believes this to be a "radical change,"”
because it makes the commissioner satisfy a sort of
probable cause standard. Existing law already requires,
however, that the regional commissioner "believe"™ that
the church may be engaged in taxable activity -- to
require that this belief be reasonably based on some
evidence does not seem to be a radical departure from
existing law. Senator Grassley's staff say they are open
to fine-tuning this provision, and there may well be room
to reach an accommodation. The general goal of

Attachment A
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regquiring IRS to have some grounds before putting
crar zhes tHr“:gh an often costly procedure is a good
ok I ;,-ve, p:-vided it c2n be acrieved withcus

rzmcs-ringing IRS's legitimate enforcement actlvities.

TRS —zy nct commence an investigation unless it first
sives written notice to the chcrch, including:

-- <+*e se~tions of the Code under which IRS is
z:zhcrizei to proceed;

-- an exrlaration of the constitutional and other
grocedurzl rights of the organization;

-- an explaration of the concerns which jive rise to the
investigation;

-- Jdescription of evidence available to IRS to date;

-- statement of facts that IRS hopes to discover by
ticldirg the investigation.

COMMENT: Existing IRS regulations require written
notice, ard1 it is IRS's practice to give 30 3ays' notice,
ut without the details specified in this section. The
first three above-listed items appear to be a positive
step, since many churches could not afford skilied legal
counsel to learn these items on their own. The last two
items, however, may compromise the ability of IRS to
conduct investigations -- this point needs to be further

explored.

Before conducting an investigation, IRS must obtain
concurrence of regional IRS counsel.

COMMENT: It would probably be better to rest on the
judgment of the IRS regional commissioner, rather than
giving review authority to an officer who is the regional
commissioner's subordinate.

Before conducting an investigation, IRS must offer to
meet with the church and discuss the issues at stake.

COMMENT: This appears to be a good provision, analogous
to the conciliation proceedings required in other
administrative contexts.



il

RS must give 15 days' notice before conducting an
xz—inzticn cf records, and must incli:de in the noti-e a
escripticn of those church recoris and activities the
%S seeks to examine.

COMMENT: IRS already gives 30 days' notice, and this
proviesion does not appear burdensome. There is a

rossibility that courts could step in to exclulde any

eSS -
&

ev.jence cain~-3 from records and activities beyond those
des-rived by IRS in the notice -- but this prorlem could
be alleviated by more specific legislative drafting.

(o} IRS mey orly investigate religious activities of an
orgarization zlaiming to be a church to the extent
necessary to letermine whether the organizaticn is in
€act a church, and IRS may investigate church records
cnly to the extent necessary to determine the amount of

tax imposed by this title.

COMMENT: This appears to be a reasonable limitation,
similar to that already contained :in Seétion 7605(c).

() IRS must complete its investigations of churches within
ore year from the time it gives notice that it is
commencing an investigation.

[ Ta

COMMENT: Some time limit seems appropriate, but whether
one year is the appropriate figure depends on further
information we will want to check with IRS.

o For claims that IRS has violated the provisions of this
act, churches may go into federal district court to
obtain an injunction to prevent the Secretary from
further action.

COMMENT: Prohibitory injunctive relief of this sort
appears to be the most appropriate remedy, but the
section should be carefully drafted to avoid giving
excessive power to federal courts to control IRS
investigations.

© Churches that prevail in actions against the Secretary
will be entitled to attorneys fees.

COMMENT: We need to check with IRS to learn the possible
budgetary impact of this provision.

© Three-year statute of limitations on actions by IRS to
s collect back taxes owed by churches.
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This is a reasonable provision. There is
y a three-year statute of limitatiors for +
e =ses. The statute of limitatiors is wz 1

arxpay<r failed to file a return. Crurches

3

e 7y ) ()

e
e
r:j3ired <o file returns. They should te given tte
2-v ear statute of limitations that applies to

ycn.e else, rather than being treated the samne as
crns who ére delinguent in failing to file returns.

SN
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[
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w:zives reguir=ment for exhaustion of administrative

remeiies.

COMMENT: More information is needed to assess whether
this provisicn is necessary to afford apprcrriate relief
for charchtes when the IRS violates procedurzl provisions.
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Re: H.R. 2172 - Church Audit Procedures Act of 1983

furrent Law

Sectlicn 76C%(c) of the Code'currcntly Frcvidcs that tre Service
c8=~:t ¢c»a~1- @ he toc s of mccourt of @ church (cr a ccrvention or
sss.:d8tlcn ¢f .Yurche:) for thre rurjcse of Ceter—!ining the

ryanfzatlon’'e iiabilily for unrelated dBurirers Incorme tax, unless a
Fegic-al Comvissioner telleves that the crgarization is e-gaging in
mrelated boslrees act’! citles and notifles the crganization in
s2.em:e of t e exa-'-a'.on. Secticn 76C5(c) furlher prov!®es that

o exu-i-23tlen cf the :-1iglous activities of such @8n crgarlzasticon
a1l ‘e rzde cxcept to the extent recessary to determire w‘cther
e c:.st.lzzticon is a cturch or a ccrnventicn or essccisticn of
¢v.:Ycs. #len, no exar nation cf tte tcoks o f sccount of tre
ga=liatlicn e%s1l1 Ye ro3e other than to tte extecnt recessary to
.

te':r—1ine tre a-cunt of tax impcsed bty the C.de.

Secticn 7€05(c) was a2dded to t'e Code ty the Tax Reform Act of
19€9, =tith exterded tte unrelated bicsincss i-core tax to cr_.rctres.
Secticn 7605(c) was intended to protect churches from unnecccsary
tax s.21¢s ard the conc-mitant gocverr-ent Intrusicn iqto the

I~termsl financlal matters of churches. See S. Rep. No. 91-552,

19€9-3 C.B. 468.

Secticn 301.7605-1(c)(2) of the regulations liberslly expands
the bare statutory protections of section 7605(e). The regulation
requires Regional Ccrmlcsioner approval and notification prior to
any exs~!nstion of the “books of account™ of any organization which
is or claims to be a church, or a convention or assoclation of
churches. Unlike the statute, the regulation's prior appreval and
notification requirement is not limited to UBIT examinations of
church “books of account™. This agein was a deliderate action taken
by the Covernment to limit any intrusion into church affalrs to the
extent specifically approved by the Reglonal Commissioner The
regulation's requirement appllied to examinations of church books of
sccounts for any purpose, e.g., determining charitable, estste and
gift deductions, 5S01(c)(3) tax excmpt status, verifyling payments
made to third-parties, and determining any other tax liability under
the Code. The regulstion requires that the Service must make at
least two “pre-examinstion™ contacts in writing to odbtaln the
necessary information from the books of account. It is at this
point that the Regional Commissioner must determine whether the
exarinstion is necessary because the information cannot be
satisfactorily obtained in this manner. The Regional Commisslioner
then notifies the organization in writing at least 30 days in

advance of the examination.

Attachment B
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Ticpcsed BIMY)

Sect!cn 2(s) of H.R. 2172 prcyoses to revarp the currernt section

Y6C5(c) e>a~irstlicn sctome.

Pr-zcsed se-ticn 7€75(e)(l) wc.:1d4 3-event the Service fron
cmre-:l:g &y invectipgation or fr::etfikg (prellirirery to s
f.rmal™ exa-1-2tlo-) to Setermine if a cturch (or a cerve-<icn cr
errcclaticn ¢f Yurcters) 48 liatle for LBIT cr dces mot gq.alify for
vwerticn, L-less tte Feglonal Cor-icsslcner "prssccsses eviZerce”™
*tet lc-?s Yim to reascr ably belleve that the church s ersagirg in
crelated Yol s - i3 no longer exempt. This is & rrdicsl ¢ a-ge
< A-4s, which are !ntended to secure infci-=tica in
‘e lcast intr_:cive -am er, and would serlourly ta-strirg the
Tervice's adillty to cc-2uct necessary Investigstlicns. H.R. 2172's
“ew eviZentiary stera:d for church exariraticrs »ould seca to
;reclule any tra2iticnal investigstoiy work dcore cn the tasis of
sllegation or third-party inforration and wculd yreclude
sottcorizaticn for any church exa~iration uvrliccs the Service
;-scecsed hard cvidcnce estadblishing a pri-a facie case. (AltY ough

the *111 does nct srell out the new evidertiary :tandards, we assune
because we

e C.lrert sl

ttat ttey are tve cordinsry standards used in court,
jeceive the th—ust of this bill as the crecatlcn of several new,
Judicially reviewable standards for church exarination.)
Fresu-adly, not ﬁeet!n; the new evidence standard would not only
jreclude authorization for church examination but also void an
examinstion "improperly”™ authorized, regardless of the merits of the

case.

Proposed section 7605(ec)(2) would require the Service to notify
the organization before any investigation is begun. This notice
must include an explanation of the reasons for the iInvestigation and
s statement of tre facts the Service hopes to determine {rom the
investigation. It is probably the bill's intent to 1limit the
investigation td the material set out in the notice. For example,
if the notice states that the Service expects to find an unrelated
Susiness income 1iability, and the investigation unexpectedly
uncovers evidence of inurement, the Service would not be allowed to
use this evidence to revoke the organizstion's exempt status.

Proposed section 7605(c)(3) provides that no examination of
church records or religious activities may be made unless the
Reglonal Counsel concurs in the examination. The concurrence must
follow the notification described in proposed section 7605(c)(A).
This provision would give the Regional Counsel a veto over the
Regional Commissioner's actions and would be inconsistent with

current Service 1lines of suthority.
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Fr-or-ced section 2¢05(c)(4) reguires a second notification if
ervize wictcs to eramine any crurch recorés or rellgious

the ¢
activitlesn. It is !mp-:tant to ncte ttat tre grcporel Uses the
o1l chorch records”™ !n lieu of tte words “licks of acccunt™

wol e

c.ntali-ed In te currert law. This constitutes @ sig-ificart
exyzrelizn of tte ty;e cf records sibject to these s;peclal rles, and
covld Ye censtrued to include all trird-party records, such as bank
reccrds. In a“2itlicn, this second nctice ~ust contalin a list of
corcerTs whlch gave rice to the invéstigation, the legal ard factual
issues relevant to the czse, and 8 descrigticn of all thre evidonce
4lscovered to date. We delleve that this last regulre-ent wculd te
sarticularly harmful to the Service's abillity to condict ary fraud
Investigaticng invelvirg church activitlies., Tt would sericusly
ir*ltit the Fervice's ability to develip crir!nal cascs ag=inst

-8il-crder rinistries, tax protestor grours uvsi.g & claim cf church

stztugs as 8 thield, and cases where church orgsrizatlcrs are tiing
-sed as ccvers for 11licit drug operztlons. Feleasirg eviderce to
or even acv¥rowledging the existence of an
investligation, could urZermine the ability of the Service ard ciher
law enforcerent agencles to prosecute such cases. Ag part cf thre
the Service must offer the crgsrlizatién a conference
It is unclear from the
However, the

such grours,

seccr.d notice,
to dicscuss the allegations in the notlice.
prcpesed 1law who is regquired to hold the confercnce.
vill could be resd as reguiring the Regional Ccr-issioner to

personally hold ‘the confercnce, since he is personally required to

send the notice.

Proposed section 7605(c)(S) requires that if the Service still
intends to proceed with an examinstion after Regicnal Counsel
review, a third notice must de sent informing the organization of
this fact. This third notice is a final notice of examination.

Propcsed section 7605(c)(6) restates the last sentence of
current section 7605(c). This provision indicates that the Service

cannot examine churches except to the extent necessary to determine

the amount of taxes imposed by the Code.

Propcsed section 7605(c)(7) requires the Service to make a
decision on the merits within 36S days after the date of the first
notification of investigation described above. This periocd is
extended for any time during which the organization initiates a
Judiciesl proceeding to challenge the investigation, or during which
the organization refuses a reasonadle request for records. Civen
the three-notice requirement of the law, the possibdble
pre-examination conference, and the requircment that both the
Reglonsl Commissioner and the Reglional Counsel approve the
examinstion, we do not feel that the Service could complete a
complicated church examinstion within the 365-¢ay perlod without
affecting the quality of the examination and the technical review of

The time limitation would create particularly serious
The i1l

the issue.
prodlems Iin cases referred for criminal investigation.
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sutrcjuent exa~inatlions)

cc--d res_1t in ra¥ing investigaticrs (and
is unclear wretter the

Fre:tical’y ‘rjcsslvle. Purther, tte bill
4 .i'1 ‘e suszc~A.-4 Af the Ser.ice is forced to litigste to

Ar; .ably, Af ttre ccurt deter—!ired that any

atle, tre yFerlcd would not be

y e de
¢-fc-"e 8 B TINS.
rejz-cst In t'e e s not reas::
§.i;¢ ded, n aZdition, the law fsils to nske any provisicn fcr the
gari:stion to agree to.extend the 365-¢ay period.
Tf tr!s !'s tYe case, t'e rule could well force tte Service o resort
~t powers agal:st an orgi-izaticn wrere the

to 18 !¢ ;8. %y mnssess-
34845y 1+-7!-3 wos conm!l-g to @ clcse 574 there was rieed to preotect

Ye gover~Tent's interc:st on a tax due.

Celce 374 the :or

P

Sfecticn 2(b) of M. X, 2172 provides a sreclial rstztute of
rches. Under the rule, a-y tax iI-;csed

8rit:--ors rule for ¢t
~ust¢ te

-~ 2¢r *e Ccle, not Just unrelated tbuslrecs inccre tax,
¢4 wit> in three jcrars of the die date of tte returm, w‘:ther

fEfes:
This Y.as great potentlisl for

cr rct sy return is actually filed.
ttuse since churches are not required to file any infcrmaticn
returns ¢n their tax e»~npt status and only a small fercentage of

all cturches file unrelzsted dbusinecs income tax returps.

Finally, section 2(c) of H.R. 2172 would a~end section 7428(b)

to allow a church to scek a declaratory judgrent 3as soon as the
Service notifles it thst the Service intends to revcke its church

This previcion is probadbly intended to cover revocations of

status.
Section 7428 currently

section 501(c)(3) exempt status also.
provides that an organization can seek declaratory judgment when the

Service revokes its section 501(c)(3) tax excmpt status or rodifies
or denies its status 85 a church. The right to this procedure comes
only after the organization has exhausted all of its administrative
rights. Wwhile this amendment falls to define what type of notice is
intended, arguadly, the initisl notlice of an examinstion for the
purpose of developing information to revoke exemption might satisfy
this reguirement. Thecretically, we could never complete an
exariration and the appeal procedure before Judicial review.
sct 2also seems to add UBIT to the issues subject to declaratory

The

Judgments.

Conclusion

In sum, we view H.R. 2172 as an attempt to prohibit most church
investigations and examinations, and to severly limit the Service’'s
sbility to pursue the few examinations permissidle under the
propesal. We think that the intent of the bill is to insulate
churches from reasonable Service review of their compliance with the
tax law. We cannot agree with that goal. In sddition, we delieve
thest the unintended result of H.R. 2172 would be a virtual license
(6ue to the Service's inability to investigate) for mall-order
ministrlies and tax protestors to use church status as a shield for

) thelr tax evasion lctlvlt!e.{ A _
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THE WHITE HOUSE

WASH NGTOCN

August 15, 1983

MEMORANDUM FOR STEPHE i H. GALEBACH
ROGER -. PORTER 4%/

“BJECT: Admini :tration Position on H.R. 2977, Church Audit
Procec ires Act

F=OM

wm

2s the attached r=morandum from M, B, Oglesby indicates,
Con r=ssman Mi-key ECc~ards has reguested Administraticn support
for bis legislation, 3.R. 2977. I wou:d a;;reciate very much if
y-u would Jetermine what the current pr»ocedural reguirements are,
how this legislaticn would alter those -equirements, and what you
sce as the principal advantages and diszdvantages, if any, in the
Aiministration supporting this legjislation., :

I would also appr=ciate your determining whether or not any
similar legislation has been introduced in the past, and if the
Administration has taken any position on it,

I would like to have this analysis by close of business on
Thursday, August 18. 1If this is not possible, please let me
know.
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THE WHITE HOUSE

WASHINGTON

L o é .

August 1, 1983 VAve 2Cy
MENCFANDUM FCR ED MEESE
TFFUs VEN DUBERSTEIN r"(}
FRC: !>« B. OGLEESEY,
SUEJECT: Ff3rinistration Positicn On H.R. 2977,

Crurch Audit Procedures Act

Jcrcressran Mickey Edwards (R-Oklahorma) has reciuested
Adérinistraticn support for this legislation. ESernzater
Zrzszley (R-I-wa) has intrccuced similar legislztion,
€. 1262, in the Senate. This lecislaticn is sczzcrted
Fy the Nationzl Association cf Evancelicals, the
laticnzl Cecurncil of Christians and Jews, the National
Ccurcil cf Chkurches, etc.

'iickey explains that these rrocedural reguirerments for
the IFS are consistent with our philosophy ané Fdwarcs
urges that the Administration consider supporting his
proposal.

Guidance, please.

cc: Roger Porter
Joe Wright





