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(1) The Constitution of the United States

Article |

Section. 6. The Senators and Representatives before mentioned, and
the Members of the several State Legislatures, and all executive
and judicial Officers, both of the United States and of the several
States, shall be bound by Oath or Affirmation, to support this
Constitution; but no religious Test shall ever be required as a
Qualification to any Office or public Trust under the United
States.

Amendment |

Congress shall make no law respecting an establishment of
religion, or prohibiting the free exercise thereof; or abridging the
freedom of speech, or of the press; or the right of the people
peaceably to assemble, and to petition the Government for a redress of
grievances.

Amendment XIV

Section 1. All persons born or naturalized in the United States, and
subject to the jurisdiction thereof, are citizens of the United States
and of the State wherein they reside. No State shall make or
enforce any law which shall abridge the privileges or immunities
of citizens of the United States; nor shall any State deprive any
person of life, liberty, or property, without due process of law;
nor deny to any person within its jurisdiction the equal protection
of the laws.

Section 5.The Congress shall have the power to enforce, by appropriate
legislation, the provisions of this article.



1. BEBIROBEE

(2) BB BIFRIC 9 2 & EoBle
A7 =7 MEE 3)

E1x HEFEHR
A EPIEBO L WEHOBHR P ZOEZIIRESNL, 20
BLOOHMBIZ, MoFRM e BHL. LiE, ZTNOICHKT S
TAEHRT HDDOTE RV, VEFILFEROBICE DL L Efr
HIE L TdZe b2\,
FHRESIESLERONE L > T, SEAXIEREHRE E LT
DK ERLEDDE LTI RS\,

9% W B

QI s MWEE L ULFEIRIIFEA UL A A P O Ay S AL o
TIRBWVEROLIED DI, REPLHINTE L L v, 20
MORNFERNZ BT, EENULHEBERIZ, Wik bt s YL
WEFEIRGIEHELS R Z S, E, FENA Z EIFFFE LR v,

H9IE () (AIWE] 1) 7 4 V=7 RFE, 3§ X TOBUAK U BRI 5
B owaIIM L, SFRBOEG R UEHET ICBW LG D
SHBTRITNE RS20 REDWDPRLFIHIZBWTE, N,
TG RGN 2 BHIC L TAFZIER SN DL Z i3z,

E16% B K

S5IH LEAE. TR BRI, WL RXK 2 oo s AR vk
HEHE T b, BE, BESLXTE 7 PHBMIEDE LD, R
HEPRE, EAERFE. WEZOMMTHIVERIES . BEidt
7 MSEIRIZ L o TEM X N TV 2O MO TIER MR BT 7-
DI 57202, Lid, FRICHKTHD, FEEMBE L, MTHh
RaEETM L, . MAhZEELZD LTER b 2w, N, T,
. W Z oMo AIRFEICE > TH 726 Sz ADMEL
IARBYE DRE AL EMIE. Wk 2 FHNESR. BE 7 MY
HIZX L CRENTE LS 2w, 727210, RIEIX, H1653HIC
HO XIS R 24T ) & 2T R,



1. BEBIROBEE

The Constitution of the State of California

Article 1 Declaration of Rights

Section. 4. Free exercise and enjoyment of religion without
discrimination or preference are guaranteed. This liberty of
conscience does not excuse acts that are licentious or inconsistent
with the peace or safety of the State. The Legislature shall make
no law respecting an establishment of religion.

A person is not incompetent to be a witness or juror

because of his or her opinions on religious beliefs.

Article 9 Education

Section. 8. No public money shall ever be appropriated for the support
of any sectarian or denominational school, or any school not
under the exclusive control of the officers of the public schools;
nor shall any sectarian or denominational doctrine be taught, or
instruction thereon be permitted, directly or indirectly, in any of
the common schools of this State.

Section. 9. (f) [...] The university shall be entirely independent of
all political or sectarian influence and kept free therefrom in the
appointment of its regents and in the administration of its affairs,
and no person shall be debarred admission to any department of
the university on account of race, religion, ethnic heritage, or sex.

Article 16 Public Finance

Section. 5. Neither the Legislature, nor any county, city and county,
township, school district, or other municipal corporation, shall ever
make an appropriation, or pay from any public fund whatever, or
grant anything to or in aid of any religious sect, church, creed, or
sectarian purpose, or help to support or sustain any school, college,
university, hospital, or other institution controlled by any religious
creed, church, or sectarian denomination whatever; nor shall any
grant or donation of personal property or real estate ever be made
by the State, or any city, city and county, town, or other municipal
corporation for any religious creed, church, or sectarian purpose
whatever; provided, that nothing in this section shall prevent the
Legislature granting aid pursuant to Section 3 of Article XVI.

777
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(3) Religious Freedom Restoration Act of 1993
(42 U.S.C. 2000bb)

Section. 2000bb. Congressional findings and declaration of
purposes

(a) Findings

(1)

(2)

(3)

4)

(5)

The Congress finds that——

the framers of the Constitution, recognizing free exercise of
religion as an unalienable right, secured its protection in the First
Amendment to the Constitution;

laws “neutral” toward religion may burden religious exercise as
surely as laws intended to interfere with religious exercise;

governments should not substantially burden religious exercise
without compelling justification;

in Employment Division v. Smith, 494 U.S. 872 (1990) the
Supreme Court virtually eliminated the requirement that the
government justify burdens on religious exercise imposed by laws
neutral toward religion; and

the compelling interest test as set forth in prior Federal court
rulings is a workable test for striking sensible balances between
religious liberty and competing prior governmental interests.

(b) Purposes

o))

2

The purposes of this chapter are ——

to restore the compelling interest test as set forth in Sherbert v.
Verner, 374 U.S. 398 (1963) and Wisconsin v. Yoder, 406 U.S.
205 (1972) and to guarantee its application in all cases where
free exercise of religion is substantially burdened; and

to provide a claim or defense to persons whose religious exercise
is substantially burdened by government.
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Section. 2000bb-1. Free exercise of religion protected

(a)

(b)

(c)

In general

Government shall not substantially burden a person’s exercise of
religion even if the burden results from a rule of general applicability,
except as provided in subsection (b) of this section.

Exception

Government may substantially burden a person’s exercise of
religion only if it demonstrates that application of the burden to the
person ——

(1) ins in furtherance of a compelling governmental interest; and

(2) is the least restrictive means of furthering that compelling
governmental interest.

Judicial relief

A person whose religious exercise has been burdened in violation
of this section may assert that violation as a claim or defense in a
judicial proceeding and obtain appropriate relief against a government.
Standing to assert a claim or defense under this section shall be
governed by the general rules of standing under Article III of the
Constitution.

Section. 2000bb-2. Definitions

As used in this chapter ——

(1) the term “government” includes a branch, department, agency,
instrumentality, and official (or other person acting under color of
law) of the United States, or of a covered entity;

(2) the term “covered entity” means the District of Columbia, the

Commonwealth of Puerto Rico, And each territory and possession
of the United States;
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(3) the term “demonstrates” means meets the burdens of going
forward with the evidence and of persuasion; and

(4) the term “exercise of religion” means religious exercise, as defined
in section 2000cc-5 of this title.

Section. 200bb-3. Applicability

(a)

(b)

(c)

In general

This chapter applies to all Federal law, and the implementation of
that law, whether statutory or otherwise, and whether adopted before or
after November 16, 1993.

Rule of constriction

Federal statutory law adopted after November 16, 1993, is subject
to this chapter unless such law explicitly excludes such application by
reference to this chapter.

Religious belief unaffected
Nothing in this chapter shall be construed to authorize any
government to burden any religious belief.

Section. 2000bb-4. Establishment clause unaffected

Nothing in this chapter shall be construed to affect, interpret, or
in any way address that portion of the First Amendment prohibiting
laws respecting the establishment of religion (referred to in this section
as the “Establishment Clause”). Granting government funding, benefits,
or exemptions, to the extent permissible under the Establishment
Clause, shall not constitute a violation of this chapter. As used in this
section, the term “granting”, used with respect to government funding,
benefits, or exemptions, does not include the denial of government
funding, benefits, or exemptions.
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(4) Religious Land Use and Institutionalized Persons Act of
2000
42 U.S.C. 2000cc

Section. 2000cc. Protection of land use as religious exercise

(a) Substantial burdens

(1)

(2)

General rule

No government shall impose or implement a land use regulation

in a manner that imposes a substantial burden on the religious

exercise of a person, including a religious assembly or institution,

unless the government demonstrates that imposition of the burden

on that person, assembly, or institution ——

(A) is in furtherance of a compelling governmental interest; and

(B) is the least restrictive means of furthering that compelling
governmental interest.

Scope of application

This subsection applies in any case in which ——

(A) the substantial burden is imposed in a program or activity
that receives Federal financial assistance, even if the burden
results from a rule of general applicability;

(B) the substantial burden affects, or removal of that substantial
burden would affect, commerce with foreign nations, among
the several States, or with Indian tribes, even if the burden
results from a rule of general applicability; or

(C) the substantial burden is imposed in the implementation of
a land use regulation or system of land use regulations,
under which a government makes, or has in place formal or
informal procedures or practices that permit the government
to make, individualized assessments of the proposed uses for
the property involved.

(b) Discrimination and exclusion

o))

Equal terms

No government shall impose or implement a land use regulation
in a manner that treats a religious assembly or institution on less
than equal terms with a nonreligious assembly or institution.
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(2) Nondiscrimination
No government shall impose or implement a land use regulation
that discriminates against any assembly or institution on the basis
of religion or religious denomination.

(3) Exclusions and limits
No government shall impose or implement a land use regulation
that ——
(A) totally excludes religious assemblies from a jurisdiction; or
(B) unreasonably limits religious assemblies, institutions, or
structures within a jurisdiction.

Section. 2000cc-1. Protection of religious exercise of
institutionalized persons

(a) General rule
No government shall impose a substantial burden on the religious
exercise of a person residing in or confined to an institution, as
defined in section 1997 of this title, even if the burden results from a
rule of general applicability, unless the government demonstrates that
imposition of the burden on that person ——

(1) is in furtherance of a compelling governmental interest; and

(2) is the least restrictive means of furthering that compelling
governmental interest.

(b) Scope of application
This section applies in any case in which ——
(1) the substantial burden is imposed in a program or activity that
receives Federal financial assistance; or
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(2) the substantial burden affects, or removal of that substantial
burden would affect, commerce with foreign nations, among the
several States, or with Indian tribes.

Section. 2000cc-2. Judicial relief

(a)

(b)

(c)

(d)
(e)

(f)

Cause of action

A person may assert a violation of this chapter as claim or
defense in a judicial proceeding and obtain appropriate relief against a
government. Standing to assert a claim or defense under this section
shall be governed by the general rules of standing under Article IIl of
the Constitution.

Burden of persuasion

If a plaintiff produces prima facie evidence to support a claim
alleging a violation of the Free Exercise Clause or a violation of
section 2000cc of this title, the government shall bear the burden
of persuasion on any element of the claim, except that the plaintiff
shall bear the burden of persuasion on whether the law (including
a regulation) or government practice that is challenged by the claim
substantially burdens the plaintiff’s exercise of religion.

Full faith and credit

Adjudication of a claim of a violation of section 2000cc of
this title in a non-Federal forum shall not be entitled to full faith
and credit in a Federal court unless the claimant had a full and fair
adjudication of that claim in the non-Federal forum.

Omitted

Prisoners

Nothing in this chapter shall be construed to amend or repeal the
Prison Litigation Reform Act of 1995 (including provisions of law
amended by that Act).

Authority of United States to enforce this chapter

The United States may bring an action for injunctive or
declaratory relief to enforce compliance with this chapter. Nothing in
this subsection shall be construed to deny, impair, or otherwise affect
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any right or authority of the Attorney General, the United States, or
any agency, officer, or employee of the United States, acting under
any law other than this subsection, to institute or intervene in any
proceeding.

Limitation

If the only jurisdictional basis for applying a provision of this
chapter is a claim that a substantial burden by a government on
religious exercise affects, or that removal of that substantial burden
would affect, commerce with foreign nations, among the several States,
or with Indian tribes, the provision shall not apply if the government
demonstrates that all substantial burdens on, or the removal of all
substantial burdens from, similar religious exercise throughout the
Nation would not lead in the aggregate to a substantial effect on
commerce with foreign nations, among the several States, or with
Indian tribes.

Section. 2000cc-3. Rules of construction

(a)

(b)

(c)

Religious belief unaffected
Nothing in this chapter shall be construed to authorize any
government to burden any religious belief.

Religious exercise not regulated

Nothing in this chapter shall create any basis for restricting
or burdening religious exercise or for claims against a religious
organization including any religiously affiliated school or university, not
acting under color of law.

Claims to funding unaffected

Nothing in this chapter shall create or preclude a right of any
religious organization to receive funding or other assistance from a
government, or of any person to receive government funding for a
religious activity, but this chapter may require a government to incur
expenses in its own operations to avoid imposing a substantial burden
on religious exercise.
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Other authority to impose conditions of funding unaffected

Nothing in this chapter shall—

(1) authorize a government to regulate or affect, directly or indirectly,
the activities or policies of a person other than a government as a
condition of receiving funding or other assistance; or

(2) restrict any authority that may exist under other law to so regulate
or affect, except as provided in this chapter.

Governmental discretion in alleviating burdens on religious
exercise

A government may avoid the preemptive force of any provision
of this chapter by changing the policy or practice that results in a
substantial burden on religious exercise, by retaining the policy or
practice and exempting the substantially burdened religious exercise,
by providing exemptions from the policy or practice for applications
that substantially burden religious exercise, or by any other means that
eliminates the substantial burden.

Effect on other law

With respect to a claim brought under this chapter, proof that a
substantial burden on a person’s religious exercise affects, or removal
of that burden would affect, commerce with foreign nations, among the
several States, or with Indian tribes, shall not establish any inference
or presumption that Congress intends that any religious exercise is, or
is not, subject to any law other than this chapter.

Broad construction

This chapter shall be construed in favor of a broad protection of
religious exercise, to the maximum extent permitted by the terms of
this chapter and the Constitution.

No preemption or repeal

Nothing in this chapter shall be construed to preempt State law,
or repeal Federal law, that is equally as protective of religious exercise
than, this chapter.

Severability
If any provision of this chapter or of an amendment made by
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this chapter, or any application of such provision to any person or
circumstance, is held to be unconstitutional, the remainder of this
chapter, the amendments made by this chapter, and the application of
the provision to any other person or circumstance shall not be affected.

Section. 2000cc-4. Establishment Clause unaffected

Nothing in this chapter shall be construed to affect, interpret,
or in any way address that portion of the first amendment to the
Constitution prohibiting laws respecting an establishment of religion
(referred to in this section as the “Establishment Clause”). Granting
government funding, benefits, or exemptions, to the extent permissible
under the Establishment Clause, shall not constitute a violation of
this chapter. In this section, the term “granting”, used with respect
to government funding, benefits, or exemptions, does not include the
denial of government funding, benefits, or exemptions.

Section. 2000cc-5. Definitions

In this chapter:

(1) Claimant
The term “claimant” means a person raising a claim or defense
under this chapter.

(2) Demonstrates
The term “demonstrates’ means meets the burdens of going
forward with the evidence and of persuasion.

(3) Free Exercise Clause
The term “Free Exercise Clause” means that portion of the first
amendment to the Constitution that proscribes laws prohibiting the
free exercise of religion.

(4) Government
The term “government’” ——
(A) means —
i) a State, county, municipality, or other governmental entity
created under the authority of a State;
ii) any branch, department, agency, instrumentality, or
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official of an entity listed in clause (i); and
iii) any other person acting under color of State law; and
(B) for the purposes of sections 2000cc-2 (b) and 2000cc-3 of
this title, includes the United States, a branch, department,
agency, instrumentality, or official of the United States, and
any other person acting under color of Federal law.

Land use regulation

The term “land use regulation” means a zoning or landmarking
law, or the application of such a law, that limits or restricts a
claimant’s use or development of land (including a structure
affixed to land), if the claimant has an ownership, leasehold,
easement, servitude, or other property interest in the regulated land
or a contract or option to acquire such an interest.

Program or activity

The term “program or activity” means all of the operations of any
entity as described in paragraph (1) or (2) of section 2000d-4a
of this title.

Religious exercise

(A) In general
The term ‘religious exercise” includes any exercise of
religion, whether or not compelled by, or central to, a system
of religious belief.

(B) Rule
The use, building, or conversion of real property for the
purpose of religious exercise shall be considered to be
religious exercise of the person or entity that uses or intends
to use the property for that purpose.
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The Constitution of the State of New York (N. Y. Const.)

Article X Corporations

Section 1. Corporations may be formed under general law; but shall
not be created by special act, except for municipal purposes, and
in cases where, in the judgment of the legislature, the objects of
the corporation cannot be attained under general laws. All general
laws and special acts passed pursuant to this section may be
altered from time to time or repealed.

Section 2.Dues from corporations shall be secured by such individual
liability of the corporators and other means as may be prescribed
by law.

Section 4.The term corporations as used in this section, and in sections
1, 2 and 3 of this Article shall be construed to include all
associations and joint-stock companies having any of the powers
or privileges of corporations not possessed by individuals or
partnerships. And all corporations shall have the right to sue and
shall be subject to be sued in all courts in like cases as natural
persons.
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(2) Nonprofit Religious Corporation Law
Cal. Corp. Code, Tit. 1, Div. 2, Pat. 4 (Deering 2007)

Part 4. Nonprofit Religious Corporations

Chapter 1. Organization and Bylaws

Article 1. Title and Purposes
9110.

This part shall be known and may be cited as the Nonprofit
Religious Corporation Law.

9111.

Subject to any other provision of law of this state applying to the
particular class of corporation or line of activity, a corporation may
be formed under this part primarily or exclusively for any religious
purposes.

Article 2. Formation

9120.

(a) One ore more persons may form a corporation under this part by
executing and filing articles of incorporation.

(b) If initial directors are named in the articles, each director named
in the articles shall sign and acknowledge the articles; if initial
directors are not named in the articles, the articles shall be signed
by one or more persons who thereupon are the incorporators of
the corporation.

(c) The corporate existence begins upon the filing of the articles and
continues perpetually, unless otherwise expressly provided by law
or in the articles.

9121.

(a) In the case of an existing unincorporated association, the
association may change its status to that of a corporation upon
a proper authorization for such by the association in accordance
with its rules and procedures.
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In addition to the matters required to be set forth in the
articles pursuant to Section 9130, the articles in the case of an
incorporation authorized by subdivision (a) shall set forth that
an existing unincorporated association, stating its name, is being
incorporated by the filing of the articles.

The articles filed pursuant to this section shall be accompanied
by a verified statement of any two officers or governing board
members of the association stating that the incorporation of
the association by means of the articles to which the verified
statement is attached has been approved by the association in
accordance with its rules and procedures.

Upon the change of status of an unincorporated association to
a corporation pursuant to subdivision (a), the property of the
association becomes the property of the corporation and the
members of the association who had any voting rights of the type
referred to in Section 5056 become members of the corporation.

The filing for records in the office of the county recorder of
any county in this state in which any of the real property of the
association is located of a copy of the articles of incorporation
filed pursuant to this section, certified by the Secretary of State,
shall evidence record ownership in the corporation of all interests
of the association in and to the real property located in that
county.

All rights of creditors and all liens upon the property of
the association shall be preserved unimpaired. Any action or
proceeding pending by or against the unincorporated association
may be prosecuted to judgment, which shall bind the corporation,
or the corporation may be proceeded against or substituted in its
place.

If a corporation is organized by a person who is or was an
officer, director or member of an unincorporated association and
such corporation is not organized pursuant to subdivision (a), the
unincorporated association may continue to use its name and the
corporation may not use a name which is the same as or similar
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to the name of the unincorporated association.

9122.

(a)

(b)

(c)

The Secretary of State shall not file articles setting forth a name
in which "bank,” “trust,” "trustee” or related words appear, unless
the certificate of approval of the Commissioner of Financial
Institutions is attached thereto.

The Secretary of State shall not file articles which set forth a
name which is likely to mislead the public or which is the same
as, or resembles so closely as to tend to deceive, the name of a
domestic corporation, the name of a foreign corporation which is
authorized to transact intrastate business or has registered its name
pursuant to Section 2101, a name which a foreign corporation has
assumed under subdivision (b) of Section 2106 or a name which
will become the record name of a domestic or foreign corporation
upon the effective date of a filed corporate instrument where there
is a delayed effective date pursuant to subdivision (c) of Section
110 or subdivision (c) of Section 5008, or a name which is under
reservation pursuant to this section, Section 201, Section 5122,
or Section 7122, except that a corporation may adopt a name
that is substantially the same as an existing domestic or foreign
corporation which is authorized to transact intrastate business or
has registered its name pursuant to Section 2101, upon proof of
consent by such corporation and a finding by the Secretary of
State that under the circumstances the public is not likely to be
misled.

The use by a corporation of a name in violation of this
section may be enjoined notwithstanding the filing of its articles
by the Secretary of State.

Any applicant may, upon payment of the fee prescribed therefore
in the Government Code, obtain from the Secretary of State
a certificate of reservation of any name not prohibited by
subdivision (b), and upon the issuance of the certificate the name
stated therein shall be reserved for a period of 60 days. The
Secretary of State shall not, however, issue certificates reserving
the same name for two or more consecutive 60-day periods to
the same applicant or for the use or benefit of the same person;
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nor shall consecutive reservations be made by or for the use or
benefit of the same person of names so similar as to fall within
the prohibitions of subdivision (b).

Article 3. Articles of Incorporation
9130.
The articles of incorporation of a corporation formed under this
part shall set forth:
(a) The name of the corporation.

(b) The following statement:
“This corporation is a religious corporation and is not organized
for the private gain of any person. It is organized under the
Nonprofit Religious Corporation Law (primarily or exclusively
linsert one or bothl) for religious purposes.” [The Article may
include a further description of the corporation’s purposes.]

(c) The name and address in this state of the corporation’s initial
agent for service of process in accordance with subdivision (b) of
Section 6210 (made applicable pursuant to Section 9660).

9131.
The articles of incorporation may set forth a further statement
limiting the purposes or powers of the corporation.

9132.

(a) The articles of incorporation may set forth any or all of the
following provisions, which shall not be effective unless expressly
provided in the articles:

(1) A provision limiting the duration of the corporation’s
existence to a specified date.

(2) In the case of a subordinate corporation instituted or created
under the authority of a head organization, a provision setting
forth either or both of the following:

(A) That the subordinate corporation shall dissolve whenever
its charter is surrendered to, taken away by, or revoked
by the head organization granting it.

(B) That in the event of its dissolution pursuant to an
Article provision allowed by subparagraph (A) or in
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the event of its dissolution for any reason, any assets
of the corporation after compliance with the applicable
provisions of Chapters 16 (commencing with Section
6610) and 17 (commencing with Section 6710) (made
applicable pursuant to Section 9680) shall be distributed
to the head organization.

(b) Nothing contained in subdivision (a) shall affect the enforceability,
as between the parties thereto, of any lawful agreement not
otherwise contrary to public policy.

(c) The articles of incorporation may set forth any or all of the
following provisions:

(1)

(2)

(3)

4)

9133.

The names and addresses of the persons appointed to act as
initial directors.

The classes of members, if any, and if there are two or more
classes, the rights, privileges, preferences, restrictions and
conditions attaching to each class.

A provision which would allow any member to have more or
less than one vote in any election or other matter presented
to the members for a vote.

A provision that requires an amendment to the articles or to
the bylaws, and any amendment or repeal of that amendment,
to be approved in writing by a specified person or persons
other than the board or the members. [ ... ]

Any other provision, not in conflict with law, for the
management of the activities and for the conduct of the
affairs of the corporation, including any provision which is
required or permitted by this part to be stated in the bylaws.

For all purposes other than an action in the nature of quo
warranto, a copy of the articles of a corporation duly certified by
the Secretary of State is conclusive evidence of the formation of
the corporation and prima facie evidence of its corporate existence.

9134.

If initial directors have not been named in the articles, the
incorporator or incorporators, until the directors are elected, may
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do whatever is necessary and proper to perfect the organization of
the corporation, including the adoption and amendment of bylaws
of the corporation and the election of directors and officers.

Chapter 2. Directors and Management

Article 2. Selection, Removal and Resignation of Directors
9222.

(a)

(b)

(c)

Except as provided in the articles or bylaws and subject to
subdivision (b) of this section, any or all directors may be
removed without cause if the removal is approved by the members
(Section 5034).

Except for a corporation having no members pursuant to Section

9310:

(1) When by the provisions of the articles or bylaws the
members of any class, voting as a class, are entitled to
elect one or more directors, any director so elected may be
removed only by the applicable vote of the members of that
class.

(2) When by the provisions of the articles or bylaws the
members within a chapter or other organizational unit, or
region or other geographic grouping, voting as such, are
entitled to elect one or more directors, any director so elected
may be removed only by the applicable vote of the members
within the organizational unit or geographic grouping.

Any reduction of the authorized number of directors or any
amendment reducing the number of classes of directors does not
remove any director prior to the expiration of the director’s term
of office, unless the reduction or the amendment also provides for
the removal of one or more specified directors.

9223.

(a)

The superior court of the proper county may, at the suit of
a director, or twice the authorized number (Section 5036) of
members, remove from office any director in case of fraudulent
acts and may bar from reelection any director so removed for a
period prescribed by the court. The corporation shall be made a
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party to such action.

The Attorney General may bring an action under subdivision (a),
may intervene in such an action brought by any other party and
shall be given notice of any such action brought by any other

party.

9224.

(a)

Unless otherwise provided in the articles or bylaws and except for
a vacancy created by the removal of a director by the members,
vacancies on the board may be filled by approval of the board
(Section 5032) or, if the number of directors then in office is
less than a quorum, by (1) the unanimous written consent of the
directors then in office, (2) the affirmative vote or a majority of
the directors then in office at a meeting held pursuant to notice
or waivers of notice complying with Section 9211, or (3) a sole
remaining director.

Article 3. Examination by Attorney General
9230.

(a)

(b)

(c)

Except as the Attorney General is empowered to act in the
enforcement of the criminal laws of this state, and except as the
Attorney General is expressly empowered by subdivisions (b),
(c) and (d), the Attorney General shall have no powers with
respect to any corporation incorporated or classified as a religious
corporation under or pursuant to this code.

The Attorney General shall have authority to institute an action
or proceeding under Section 803 of the Code of Civil Procedure,
to obtain judicial determination that a corporation is not properly
qualified or classified as a religious corporation under the
provisions of this part.

The Attorney General shall have the authority (1) expressly
granted with respect to any subject or matter covered by Sections
9660 to 9690, inclusive; (2) to initiate criminal procedures to
prosecute violations of the criminal laws, and upon conviction
seek restitution as punishment; and (3) to represent as legal
counsel any other agency or department of the State of California
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expressly empowered to act with respect to the status of religious
corporations, or expressly empowered to regulate activities in
which religious corporations, as well as other entities, may engage.

Where property has been solicited and received from the general
public, based on a representation that it would be used for a
specific charitable purpose other than general support of the
corporation’s activities, and has been used in a manner contrary
to that specific charitable purpose for which the property
was solicited, the Attorney General may institute an action to
enforce the specific charitable purpose for which the property
was solicited; provided (1) that before bringing such action the
Attorney General shall notify the corporation that an action will
be brought unless the corporation takes immediate steps to correct
the improper diversion of funds, and (2) that in the event it
becomes impractical or impossible for the corporation to devote
the property to the specified charitable purpose, or that the
directors or members of the corporation in good faith expressly
conclude and record in writing that the stated purpose for which
the property was contributed is no longer in accord with the
policies of the corporation, then the directors or members of the
corporation may approve or ratify in good faith the use of such
property for the general purposes of the corporation rather than
for the specific purpose for which it was contributed.

As used in this section, "solicited from the general public”
means solicitations directed to the general public, or to any
individual or group of individuals who are not directly affiliated
with the soliciting organization and includes, but is not limited
to, instances where property has been solicited on an individual
basis, such as door to door, direct mail, face to face, or similar
solicitations, as well as solicitations on a more general level to the
general public, or a portion thereof, such as through the media,
including newspapers, television, radio, or similar solicitations.

Nothing in this section shall be construed to affect any individual
rights of action which were accorded under law in existence prior
to the enactment of Chapter 1324 of the Statutes of 1980.

As used in this section, "individual rights of action” include
only rights enforceable by private individuals and do not include
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any right of action of a public officer in an official capacity
regardless of whether the officer brings the action on behalf of a
private individual.

Nothing in this section shall be construed to require express
statutory authorization by the California Legislature of any
otherwise lawful and duly authorized action by any agency of
local government.

Chapter 4. Standards of Conduct
9241.

(a)

(b)

A director shall perform the duties of a director, including duties
as a member of any committee of the board upon which the
director may serve, in good faith, in a manner such director
believes to be in the best interests of the corporation and with
such care, including reasonable inquiry, as is appropriate under the
Circumstances.

In performing the duties of a director, a director shall be entitled

to rely on information, opinions, reports, or statements, including

financial statements and other financial data, in each case prepared
or presented by:

(1) One or more officers or employees of the corporation whom
the director believes to be reliable and competent in the
matters presented;

(2) Counsel, independent accountants, or other persons as to
matters which the director believes to be within that person’s
professional or expert competence;

(3) A committee upon which the director does not serve that is
composed exclusively of any or any combination of directors,
persons described in paragraph (1), or persons described
in paragraph (2), as to matters within the committee’s
designated authority, which committee the director believes to
merit confidence; or

(4) Religious authorities and ministers, priests, rabbis, or other
persons whose position or duties in the religious organization
the director believes justify reliance and confidence and whom
the director believes to be reliable and competent in the
matters presented, so long as, in any case, the director acts
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in good faith, after reasonable inquiry when the need therefor
is indicated by the circumstances, and without knowledge that
would cause that reliance to be unwarranted.

The provisions of this section, and not Section 9243, shall govern
any action or omission of a director in regard to the compensation
of directors, as directors or officers, or any loan of money or
property to or guaranty of the obligation of any director or
officer. No obligation, otherwise valid, shall be voidable merely
because directors who benefited by a board resolution to pay such
compensation or to make such loan or guaranty participated in
making such board resolution.

Except as provided in Section 9243, a person who performs the
duties of a director in accordance with subdivisions (a) and (b)
shall have no liability based upon any alleged failure to discharge
his or her obligations as a director, including, without limiting the
generality of the foregoing, any actions or omissions which exceed
or defeat any purpose to which the corporation, or assets held by
it, may be dedicated.

Chapter 3. Members

Article 1. Issuance of Memberships
9310.

(a)

(b)

A corporation may admit persons to membership, as provided in
its articles or bylaws, or may provide in its articles or bylaws
that it shall have no members. In the absence of any provision in
its articles or bylaws providing for members, a corporation shall
have no members.

Subject to the articles or bylaws, in the case of a corporation

which has no members:

(1) Any action for which there is no specific provision of this
part applicable to a corporation which has no members and
which would otherwise require approval by a majority of all
members (Section 5033) or approval by the members (Section
5034) shall require only approval of the board.

(2) All rights which would otherwise vest under this part in the
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members shall vest in the directors.

Reference in this part to a corporation which has no members
includes a corporation in which the directors are the only
members.

Chapter 5. Records, Reports and Rights of Inspection

9511.

Except as otherwise provided in the articles or bylaws, a member
may inspect and copy the record of all the members’ names,
addresses and voting rights, at reasonable times, upon five
business days’ prior written demand upon the corporation for a
purpose reasonably related to the member’s interest as a member.

9512.

Except as otherwise provided in the articles or bylaws, the
accounting books and records and minutes of proceedings of the
members and the board and committees of the board shall be
open to inspection upon the written demand on the corporation
of any member at any reasonable time, for a purpose reasonably
related to such person’s interests as a member.

Chapter 6. Miscellaneous Provisions

Article1. Distributions
9610.

(a)

(b)

The provisions of Chapter 4 (commencing with Section 5410) of
Part 2 apply to religious corporations except for subdivision (b) of
Section 5420.

Suit may be brought in the name of the corporation by a creditor,
a director, or the authorized number of members. In any such
action in addition to the remedy provided in subdivision (a)
of Section 5420, the court may award punitive damages for the
benefit of the corporation against any director, officer, member or
other person who with intent to defraud the corporation caused,
received or aided and abetted in the making of any distribution.
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Article 8. Dissolution

9680.

(a)

(b)

(c)

Chapters 16 (commencing with Section 6610) and 17
(commencing with Section 6710) of Part 2 apply to religious
corporations except for Sections 6610, 6614, 6710, 6711 and
6716.

(1) Any corporation may elect voluntarily to wind up and
dissolve (A) by approval of a majority of all the members
(Section 5033) or (B) by approval of the board and approval
of the members (Section 5034).

(2) Any corporation which comes within one of the following
descriptions may elect by approval of the board to wind up
and dissolve:

(A) A corporation which has been the subject of an order
for relief in bankruptcy.

(B) A corporation which has disposed of all its assets and
has not conducted any activity for a period of five years
immediately preceding the adoption of the resolution
electing to dissolve the corporation.

(C) A corporation which has no members.

(D) A corporation which is required to dissolve under
provisions of its articles adopted pursuant to subparagraph
i) of paragraph (2) of subdivision (a) of Section 9132.

If a corporation is in the process of voluntary winding up, the
superior court of the proper county, upon the petition of (1) the
corporation, or (2) the authorized number (Section 5036), or (3)
the Attorney General, or (4) three or more creditors, and upon
such notice to the corporation and members and creditors as the
court may order, may take jurisdiction over the voluntary winding
up proceeding if that appears necessary for the protection of the
assets of the

corporation. The court, if it assumes jurisdiction, may make
such orders as to any and all matters concerning the winding up
of the affairs of the corporation and the protection of its creditors
and its assets as justice and equity may require. Chapter 15
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(commencing with Section 6510) (except Sections 6510 and 6511)
shall apply to those court proceedings.

The powers and duties of the directors (or other persons
appointed by the court pursuant to Section 6515) and officers after
commencement of a dissolution proceeding include, but are not
limited to, the following acts in the name and on behalf of the
corporation:

(1)
(2)

(3)

To elect officers and to employ agents and attorneys to
liquidate or wind up its affairs.

To continue the conduct of the affairs of the corporation
insofar as necessary for the disposal or winding up thereof.
To carry out contracts and collect, pay, compromise, and
settle debts and claims for or against the corporation.

To defend suits brought against the corporation.

To sue, in the name of the corporation, for all sums due or
owing to the corporation or to recover any of its property.
To collect any amounts remaining unpaid on memberships or
to recover unlawful distributions.

Subject to the provisions of Section 9142, to sell at public
or private sale, exchange, convey, or otherwise dispose of all
or any part of the assets of the corporation in an amount
deemed reasonable by the board without compliance with
Section 9631, and to execute bills of sale and deeds of
conveyance in the name of the corporation.

In general, to make contracts and to do any and all things
in the name of the corporation which may be proper or
convenient for the purposes of winding up, settling and
liquidating the affairs of the corporation.

After complying with Section 6713:

(1

Except as provided in Section 6715, all of a corporation’s
assets shall be disposed of on dissolution in conformity with
its articles or bylaws subject to complying with the provisions
of any trust under which such assets are held.

Except as provided in subdivision (3), the disposition
required in subdivision (1) shall be made by decree of the
superior court of the proper county. The decree shall be made
upon petition therefor, upon 30 days’ notice to the Attorney
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General, by any person concerned in the dissolution.

(3) The disposition required in subdivision (1) may be made
without the decree of the superior court, subject to the
rights of persons concerned in the dissolution, if the
Attorney General makes a written waiver of objections to the
disposition.

A vacancy on the board may be filled during a winding up
proceeding in the manner provided in Section 9224.

Chapter 15 (commencing with Section 6510) does not apply to
religious corporations except to the extent its provisions apply
under subdivision (d) of Section 6617, subdivision (c¢) of Section
6719, or subdivision (c) or (d) of this section.

Article 9. Crimes and Penalties

9690.

The provisions of Chapter 18 (commencing with Section 6810)
of Part 2 apply to religious corporations. In so providing, the
Legislature encourages the criminal courts of this state in
sentencing persons convicted of fraudulent activities In the guise
of religious activity to exercise their authority to impose restitution
as a means of compensating the victims.
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(3)Revised Model Nonprofit Corporation Act (1987)

Chapter 1. General Provisions
Subchapter B. Filing Documents

Section 1.20. Filing Requirements

(a)

(b)

(c)

(d)
(e)

(f)

(g)

A document must satisfy the requirements of this section, and of
any other section that adds to or varies these requirements, to be
entitled to filing by the secretary of state.

This Act must require or permit filing the document in the office
of the secretary of state.

The document must contain the information required by this Act.
It may contain other information as well.

The document must be typewritten or printed.

The document must be in the English language. However, a
corporate name need not be in English if written in English
letters or Arabic or Roman numerals, and the -certificate of
existence required of foreign corporations need not be in English
if accompanied by a reasonably authenticated English translation.

The document must be executed:

(1) by the presiding officer of its board of directors of a
domestic or foreign corporation, its president, or by another
of its officers;

(2) if directors have not been selected or the corporation has not
been formed, by an incorporator; or

(3) if the corporation is in the hands of a receiver, trustee, or
other court-appointed fiduciary, by that fiduciary.

The person executing a document shall sign it and state beneath
or opposite the signature his or her name and the capacity in
which he or she signs. The document may, but need not, contain:
(1) the corporate seal;

(2) an attestation by the secretary or an assistant secretary; or

(3) an acknowledgement, verification, or proof.
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If the secretary of state has prescribed a mandatory form for a
document under section 1.21, the document must be in or on the
prescribed form.

The document must be delivered to the office of the secretary
of state for filing and must be accompanied by one exact or
conformed copy (except as provided in sections 5.03 and 15.09),
the correct filing fee, and any franchise tax, license fee, or penalty
required by this Act or other law.

Section 1.25. Filing Duty of Secretary of State

(c)

(d)

Upon refusing to file a document, the secretary of state
shall return it to the domestic or foreign corporation or its
representative within five days after the document was delivered,
together with a brief, written explanation of the reason or reasons
for the refusal.

The secretary of state’s duty to file documents under this section

is ministerial. Filing or refusal to file a document does not:

(1) affect the validity or invalidity of the document in whole or
in part;

(2) relate to the correctness or incorrectness of information
contained in the document; or

(3) create a presumption that the document is valid or invalid
or that information contained in the document is correct or
incorrect.

Section 1.26. Appeal from Secretary of State’s Refusal To File
Document.

(a)

If the secretary of state refuses to file a document delivered for
filing to the secretary of state’s office, the domestic or foreign
corporation may appeal the refusal to the [name or describe]l court
in the county where the corporation’s principal office, or if there is
none in this state, its registered office, is or will be located. The
appeal is commenced by petitioning the court to compel filing the
document and by attaching to the petition the document and the
secretary of state’s explanation of the refusal to file.
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Subchapter D. Definitions

Section 1.40. Act Definitions
Unless the context otherwise requires in this Act:

(21) "Member” means (without regard to what a person is called in
the articles or bylaws) any person or persons who on more than
one occasion, pursuant to a provision of a corporation’s articles
or bylaws, have the right to vote for the election of a director or
directors.

A person is not a member by virtue of any of the
following:
i) any rights such person has as a delegate;
ii) any rights such person has to designate a director or
directors; or
iii) any rights such person has as a director.

Subchapter H. Religious Corporations - Constitutional
Protections

Section 1.80. Religious Corporations - Constitutional protections

If religious doctrine governing the affairs of a religious corporation
is inconsistent with the provisions of this Act on the same subject, the
religious doctrine shall control to the extent required by the Constitution
of the United States or the constitution of this state or both.

Chapter 2. Organization

Section 2.01. Incorporators

One or more persons may act as the incorporator or incorporators
of a corporation by delivering articles of incorporation to the secretary
of state for filing.

Section 2.03. Incorporation
(a) Unless a delayed effective date is specified, the corporate existence
begins when the articles of incorporation are filed.

(b) The secretary of state’s filing of the articles of incorporation is
conclusive proof that the incorporators satisfied all conditions
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precedent to incorporation except in a proceeding by the state to
cancel or revoke the incorporation or involuntarily dissolve the
corporation.

Chapter 3. Purposes and Powers

Section 3.01. Purposes

(a)

(b)

Every corporation incorporated under this Act has the purpose of
engaging in any lawful activity unless a more limited purpose is
set forth in the articles of incorporation.

A corporation engaging in an activity that is subject to regulation
under another statute of this state may incorporate under this Act
only if incorporation under this Act is not prohibited by the other
statute. The corporation shall be subject to all limitations of the
other statute.

Chapter 6. Members and Memberships
Subchapter D. Derivative Suits

Section 6.30. Derivative Suits

(f)

The complainants shall notify the attorney general within ten
days after commencing any proceeding under this section if the
proceeding involves a public benefit corporation or assets held in
charitable trust by a mutual benefit corporation.

Chapter 7. Members’ Meetings and Voting
Subchapter B. Voting

Section 7.20. Members’ List for Meeting

(e)

(f)

Unless a written demand to inspect and copy a membership list
has been made under subsection (b) prior to the membership
meeting and a corporation improperly refuses to comply with the
demand, refusal or failure to comply with this section does not
affect the validity of action taken at the meeting.

The articles or bylaws of a religious corporation may limit or

abolish the rights of a member under this section to inspect and
copy any corporate record.
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Chapter 8. Directors and Officers
Subchapter A. Board of Directors

Section 8.04. Election, Designation and Appointment of Directors

(a) If the corporation has members, all the directors (except the initial
directors) shall be elected at the first annual meeting of members,
and at each annual meeting thereafter, unless the articles or
bylaws provide some other time or method of election, or provide
that some of the directors are appointed by some other person or
designated.

(b) If the corporation does not have members, all the directors (except
the initial directors) shall be elected, appointed or designated as
provided in the articles or bylaws. If no method of designation
or appointment is set forth in the articles or bylaws, the directors
(other than the initial directors) shall be elected by the board.

Section 8.08. Removal of Directors Elected by Members or
Directors
(j) The articles or bylaws of a religious corporation may:
(1) limit the application of this section; and
(2) set forth the vote and procedures by which the board or any
person may remove with or without cause a director elected
by the members or the board.

Section 8.10. Removal of Directors by Judicial Proceeding
(e) The articles or bylaws of a religious corporation may limit or
prohibit the application of this section.

Subchapter C. Standards of Conduct
Section 8.30. General Standards for Directors

(a) A director shall discharge his or her duties as a director, including
his or her duties as a member of a committee:
(1) in good faith:
(2) with the care an ordinarily prudent person in a like position
would exercise under similar circumstances; and
(3) in a manner the director reasonably believes to be in the best
interests of the corporation.
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In discharging his or her duties, a director is entitled to rely on

information, opinions, reports, or statements, including financial

statements and other financial date, if prepared ore presented by:

(1) one or more officers or employees of the corporation whom
the director reasonably believes to be reliable and competent
in the matters presented;

(2) legal counsel, public accountants or other persons as to
matters the director reasonably believes to be reliable and
competent in the matters presented;

(3) a committee of the board of which the director is not a
member, as to matters within its jurisdiction, if the director
reasonably believes the committee merits confidence; or

(4) in the case of religious corporations, religious authorities and
ministers, priests, rabbis or other persons whose position or
duties in the religious organization the director believes justify
reliance and confidence and whom the director believes to be
reliable and competent in the matters presented.

A director is not acting in good faith if the director has
knowledge concerning the matter in question that makes reliance
otherwise permitted by subsection (b) unwarranted.

A director is not liable to the corporation, any member, or any
other person for any action taken or not taken as a director, if
the director acted in compliance with this section.

A director shall not be deemed to be a trustee with respect to the
corporation or with respect to any property held or administered
by the corporation, including without limit, property that may be
subject to restrictions imposed by the donor or transferor of such

property.

Section 8.31. Director Conflict of Interest

(a)

A conflict of interest transaction is a transaction with the
corporation in which a director of the corporation has a direct
or indirect interest. A conflict of interest transaction is not
voidable or the basis for imposing liability on the director if the
transaction was fair at the time it was entered into or is approved
as provided in subsections (b) or (c).
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A transaction in which a director of a public benefit or religious
corporation has a conflict of interest may be approved:
(1) in advance by the vote of the board of directors or a
committee of the board if:
i) the material facts of the transaction and the director’
s interest are disclosed or known to the board or
committee of the board; and
ii) the directors approving the transaction in good faith
reasonably believe that the transaction is fair to the
corporation; or
(2) before or after it is consummated by obtaining approval of
the:
i) attorney general; or
ii) [describe or namel] court in an action in which the
attorney general is joined as a party; or

A transaction in which a director of a mutual benefit corporation

has a conflict of interest may be approved if;

(1) the material facts of the transaction and the director’s interest
were disclosed or known to the board of directors or a
committee of the board and the board or committee of the
board authorized, approved, or ratified the transaction; or

(2) the material facts of the transaction and the director’s interest
were disclosed or known to the members and they authorized,
approved, or ratified the transaction.

For purposes of this section, a director of the corporation has an
indirect interest in a transaction if (1) another entity in which
the director has a material interest or in which the director is a
general partner is a party to the transaction or (2) another entity
of which the director is a director, officer, or trustee is a party to
the transaction.

For purposes of subsections (b) and (c) a conflict of interest
transaction is authorized, approved, or ratified, if it receives the
affirmative vote of a majority of the directors on the board or
on the committee, who have no direct or indirect interest in the
transaction, but a transaction may not be authorized, approved, or
ratified under this section by a single director. If a majority of the
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directors on the board who have no direct or indirect interest in
the transaction vote to authorize, approve, or ratify the transaction,
a quorum is present for the purpose of taking action under this
Section. The presence of, or a vote cast by, a director with a
direct or indirect interest in the transaction does not affect the
validity of any action taken under subsections (b) (1) or (c) (1) if
the transaction is otherwise approved as provided in subsection (b)
or (c).

For purposes of subsection (c) (2), a conflict of interest transaction
is authorized, approved, or ratified by the members if it receives a
majority of the votes entitled to be counted under this subSection.
Votes cast by or voted under the control of a director who has
a direct or indirect interest in the transaction, and votes cast by
or voted under the control of an entity described in subsection
(d) (1), may not be counted in a vote of members to determine
whether to authorize, approve, or ratify a conflict of interest
transaction under subsection (c) (2). The vote of these members,
however, is counted in determining whether the transaction
is approved under other sections of this Act. A majority of
the voting power, whether or not present, that are entitled to
be counted in a vote on the transaction under this subsection
constitutes a quorum for the purpose of taking action under this
section.

The articles, bylaws, or a resolution of the board may impose
additional requirements on conflict of interest transactions.

Subchapter D. Officers

Section 8.40. Required Officers

(a)

(b)

Unless otherwise provided in the articles or bylaws, a corporation
shall have a president, a secretary, a treasurer and such other
officers as are appointed by the board.

The bylaws or the board shall delegate to one of the officers

responsibility for preparing minutes of the directors’ and members’
meetings and for authenticating records of the corporation.
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The same individual may simultaneously hold more than one
office in a corporation.

Section 8.41. Duties and Authority of Officers

Each officer has the authority and shall perform the duties set
forth in the bylaws or, to the extent consistent with the bylaws,
the duties and authority prescribed in a resolution of the board or
by direction of an officer authorized by the board to prescribe the
duties and authority of other officers.

Section 8.42. Standards of Conduct for Officers

(a)

(b)

(c)

(d)

An officer with discretionary authority shall discharge his or her

duties under that authority:

(1) in good faith;

(2) with the care an ordinarily prudent person in a like position
would exercise under similar circumstances; and

(3) in a manner the officer reasonably believes to be in the best
interests of the corporation and its members, if any.

In discharging his or her duties an officer is entitled to rely on

information, opinions, reports, or statements, including financial

statements and other financial data, if prepared or presented by:

(1) one or more officers or employees of the corporation who
the officer reasonably believes to be reliable and competent
in the matters presented;

(2) legal counsel, public accountants or other persons as to
matters the officer reasonably believes are within the person’s
professional or expert competence; or

(3) in the case of religious corporations, religious authorities and
ministers, priests, rabbis or other persons whose position or
duties in the religious organization the officer believes justify
reliance and confidence and who the officer believes to be
reliable and competent in the matters presented.

An officer is not acting in good faith if the officer has knowledge
concerning the matter in question that makes reliance otherwise

permitted by subsection (b) unwarranted.

An officer is not liable to the corporation, any member, or other



2. HENEHIBIFR

B14TE OB
WA AL

14.035% EIEAREANDEM

(c)

S B

WO . AAEE OO T A TULREII T TH, i
WL L DA S b X, MBREFHEEEICH L, &
e BT & B AIES S Nt (IR IR ) 2R T —K
RERMLADIEL S5, UH—HRIE, RELE) T
(e % B2 <) OAEFTR O SEEAb 7% 2 HIEEZ D ZH 7208
AR B LD LT D

TR I & BRI

14.20% TTH&SICL 2 HEHEH

(1

MBERE X, KITBITL2FHND 556, 1421 FICED S HEANEAT
Bl & OS5 T it d 2 2 EATE %o

BAPARE MO EEIC L VT SN2 H 2560 H LIS, Bid:
AN EDOMT 217> T e

FEADFEH L2 52 wH 2560 H WIS, INBREIZER
WEHEEzREL Tz n

BEAD60 HEL L, ZOINNTEE S 72U B8 S 7257
Tz k<

BEADPBGFEENTREANIEBF SN HENPLERE L, Bish
TRBADTAE L. L, BEEINFBHPRIEL TH5120H
PIMICMNBEE B L Thiwn

b LRIZOERITEANDFHMHPBE ST LT, ok
WMAFES 2



2. HNEHIBE£R

person for any action taken or not taken as an officer, if the
officer acted in compliance with this section.

Chapter 14. Dissolution
Subchapter A. Voluntary Dissolution

Section 14.03. Notices to the Attorney General

(c)

When all or substantially all of the assets of a public benefit
corporation have been transferred or conveyed following approval
of dissolution, the board shall deliver to the attorney general
a list showing those (other than creditors) to whom the assets
were transferred or conveyed. The list shall indicate the addresses
of each person (other than creditors) who received assets and
indicate what assets each received.

Subchapter B. Administrative Dissolution

Section 14.20. Grounds for Administrative Dissolution

(1

()

(3)

4)

(5)

The secretary of state may commence a proceeding under section
14.21 to administratively dissolve a corporation if:

the corporation does not pay within 60 days after they are due
any taxes or penalties imposed by this Act or other law;

the corporation does not deliver its annual report to the secretary
of state within 60 days after it is due;

the corporation is without a registered agent or registered office in
this state for 60 days or more;

the corporation does not notify the secretary of state within
120 days that its registered agent or registered office has been
changed, that its registered agent has resigned, or that its
registered office has been discontinued; or

the corporation’s period of duration, if any, stated in its articles of
incorporation expires.
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Section 14.21. Procedure for and Effect of Administrative

Dissolution

(a) Upon determining that one or more grounds exist under section
14.20 for dissolving a corporation, the secretary of state shall
serve the corporation with written notice of that determination
under section 5.04, and in the case of a public benefit corporation
shall notify the attorney general in writing.

Section 14.22. Reinstatement Following Administrative Dissolution
(a) A corporation administratively dissolved under section 14.21 may
apply to the secretary of state for reinstatement within two years
after the effective date of dissolution. The application must:
(1) recite the name of the corporation and the effective date of
its administrative dissolution;
(2) state that the ground or grounds for dissolution either did not
exist or have been eliminated;
(3) state that the corporation’s name satisfies the requirements of
section 4.01; and
(4) contain a certificate from the [appropriate taxing authority,
if anyl] reciting that all taxes owed by the corporation have
been paid.

(b) If the secretary of state determines that the application contains
the information required by subsection (a) and that the information
is correct, the secretary of state shall cancel the certificate of
dissolution and prepare a certificate of reinstatement reciting that
determination and the effective date of reinstatement, file the
original of the certificate, and serve a copy on the corporation
under section 5.04.

(c) When reinstatement is effective, it relates back to and takes effect
as of the effective date of the administrative dissolution and
the corporation shall resume carrying on its activities as if the
administrative dissolution had never occurred.
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Subchapter C. Judicial Dissolution

Section 14.30. Grounds for Judicial Dissolution

(a) The [name or describe court or courts] may dissolve a
corporation:
(1) in a proceeding by the attorney general if it is established

(2)

that:
i)

the corporation obtained its articles of incorporation
through fraud;

the corporation has continued to exceed or abuse the
authority conferred upon it by law;

the corporation is a public benefit corporation and the
corporate assets are being misapplied or wasted; or

the corporation is a public benefit corporation and is no
longer able to carry out its purposes.

except as provided in the articles or bylaws of a religious
corporation, in a proceeding by 50 members or members
holding 5% of the voting power, whichever is less, or by
a director or any person specified in the articles, if it is
established that:

i)

v)

the directors are deadlocked in the management of the
corporate affairs, and the members, if any, are unable to
breach the deadlock;

the directors or those in control of the corporation have
acted, are acting or will act in a manner that is illegal,
oppressive or fraudulent;

the members are deadlocked in voting power and have
failed, for a period that includes at least two consecutive
annual meeting dates, to elect successors to directors
whose terms have, or would otherwise have, expired;

the corporate assets are being misapplied or wasted; or
the corporation is a public benefit or religious corporation
and is no longer able to carry out its purposes.

(3) in a proceeding by a creditor if it is established that:

i)

the creditor’s claim has been reduced to judgment, the
execution on the judgment returned unsatisfied and the
corporation is insolvent; or
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ii) the corporation has admitted in writing that the creditor’s
claim is due and owing and the corporation is insolvent.

(4) in a proceeding by the corporation to have its voluntary
dissolution continued under court supervision.

Section 14.31. Procedure for Judicial Dissolution

(a) Venue for a proceeding by the attorney general to dissolve a
corporation lies in [name the county or court]. Venue for a
proceeding brought by any other party named in section 14.30 lies
in the county where a corporation’s principal office (or, if none
in this state, its registered office) is or was last located.

(d A person other than the attorney general who brings an
involuntary dissolution proceeding for a public benefit or religious
corporation shall forthwith give written notice of the proceeding to
the attorney general who may intervene.

Section 14.32. Receivership or Custodianship

(a) A court in a judicial proceeding brought to dissolve a public
benefit or mutual benefit corporation may appoint one or more
receivers to wind up and liquidate, or one or more custodians
to manage, the affairs of the corporation. The court shall hold
a hearing, after notifying all parties to the proceeding and any
interested persons designated by the court, before appointing a
receiver or custodian. The court appointing a receiver or custodian
has exclusive jurisdiction over the corporation and all of its
property wherever located.

Chapter 15. Foreign Corporations
Subchapter A. Certificate of Authority

Section 15.01. Authority to transact Business Required
(a) A foreign corporation may not transact business in this state until
it obtains a certificate of authority from the secretary of state.
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Chapter 16. Records and Reports
Subchapter A. Records

Section 16. 02. Inspection of Records by Members

(a)

(e)

Subject to subsection (e) and section 16.03 (c), a member is
entitled to inspect and copy, at a reasonable time and location
specified by the corporation, any of the records of the corporation
described in section 16.01 (e) if the member gives the corporation
written notice or a written demand at least five business days
before the date on which the member wishes to inspect and copy.

The articles or bylaws of a religious corporation may limit or
abolish the right of a member under this section to inspect and
copy any corporate record.

Subchapter B. Reports

Section 16.20. Financial Statements for Members

(a)

Except as provided in the articles or bylaws of a religious
corporation, a corporation upon written demand from a member
shall furnish that member its latest annual financial statements,
which may be consolidated or combined statements of the
corporation and one or more of its subsidiaries or affiliates, as
appropriate, that include a balance sheet as of the end of the
fiscal year and statement of operations for that year. If financial
statements are prepared for the corporation on the basis of
generally accepted accounting principles, the annual financial
statements must also be prepared on that basis.

Section 16.22. Annual Report for Secretary of State

(a)

Each domestic corporation, and each foreign corporation authorized

to transact business in this state, shall deliver to the secretary of

state an annual report on a form prescribed and furnished by the

secretary of state that sets forth:

(5) a brief description of the nature of its activities;

(6) whether of not it has members;

(7) if it is a domestic corporation, whether it is a public benefit,
mutual benefit or religious corporation; and
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(8) if it is a foreign corporation, whether it is a public
benefit, mutual benefit or religious corporation had it been
incorporated in this state.
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(1) The Constitution of the United States

Article. I. Section. 8.

The Congress shall have Power To lay and collect Taxes, Duties,
Imposts and Excises, to pay the Debts and provide for the common
Defence and general Welfare of the United States; but all Duties,
Imposts and Excises shall be uniform throughout the United States;

Amendment XVI

The Congress shall have power to lay and collect taxes on
incomes, from whatever source derived, without apportionment among
the several States, and without regard to any census or enumeration.
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(2) Internal Revenue Code (IRC)
26 U.S.C.

Subtitle A—Income Taxes

Chapter 1 —Normal Taxes and Surtaxes
Subchapter B—Computation of Taxable Income

Part III—Items Specifically Excluded from Gross Income

Section. 107. Rental value of parsonages
In the case of a minister of the gospel, gross income does not
include ——
(1) the rental value of a home furnished to him as part of his
compensation; or

(2) the rental allowance paid to him as part of his compensation, to
the extent used by him to rent or provide a home and to the
extent such allowance does not exceed the fair rental value of the
home, including furnishings and appurtenances such as a garage,
plus the cost of utilities.

Part VI—Itemized Deductions for Individuals and Corporations

Section. 170. Charitable, etc., contributions and gifts

(a) Allowance of deduction

(1) General rule
There shall be allowed as a deduction any charitable contribution
(as defined in subsection (c)) payment of which is made within
the taxable year. A charitable contribution shall be allowable as
a deduction only if verified under regulations prescribed by the
Secretary.

2)~@3 [.]

(b) Percentage limitations

(1) Individuals
In the case of an individual, the deduction provided in subsection
(a) shall be limited as provided in the succeeding subparagraphs.
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(A) General rule
Any charitable contribution to ——
i) a church or a convention or association of churches,
i) ~viii) [...]

B) ~(@G)I[..]

(2) Corporations
In the case of a corporation ——
(A) In general
The total deductions under subsection (a) for any taxable
year (other than for contributions to which subparagraph (B)
applies) shall not exceed 10 percent of the taxpayer’s taxable
income.
B)I[..]
(C) Taxable income
For purposes of this paragraph, taxable income shall be
computed without regard to——
i) this section,
i) part VIII (except section 248),
iii) any net operating loss carryback to the taxable year
under section 172,
iv) section 199, and
v) any capital loss carryback to the taxable year under
section 1212 (a) (1).

(c) Charitable contribution defined
For purposes of this section, the term “charitable contribution”

means a contribution or gift to or for the use of ——

(1) A state, a possession of the United States, or any political
subdivision of any of the foregoing, or the United States or the
District of Columbia, but only if the contribution or gift is made
for exclusively public purposes.

(2) A corporation, trust, or community chest, fund, or foundation ——
(A) created or organized in the United States or in any possession
thereof, or under the law of the United States, any State, the

District of Columbia, or any possession of the United States;

(B) organized and operated exclusively for religious, charitable,
scientific, literary, or educational purposes, or to foster
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national or international amateur sports competition (but only
if no part of its activities involve the provision of athletic
facilities or equipment), or for the prevention of cruelty to
children or animals;

no part of the net earnings of which inures to the benefit of
any private shareholder or individual; and

which is not disqualified for tax exemption under section
501 (c) (3) by reason of attempting to influence legislation,
and which des not participate in, or intervene in (including
the publishing or distributing of statements), any political
campaign on behalf of (or in opposition to) any candidate
for public office.

A contribution or gift by a corporation to a trust, chest, fund, or
foundation shall be deductible by reason of this paragraph only if
it is to be used within the United States or any of its possessions
exclusively for purposes specified in subparagraph (B). Rules
similar to the rules of section 501 (j) shall apply for purposes of
this paragraph.

3)~G)l..]

(d~ @1[..]

(f) Disallowance of deduction in certain cases and special rules

1 ~@ [..]

(8) Substantiation requirement for certain contributions

(A)

(B)

General rule

No deduction shall be allowed under subsection (a) for

any contribution of $250 or more unless the taxpayer

substantiates the contribution by a contemporaneous

written acknowledgement of the contribution by the donee

organization that meets the requirements of subparagraph (B).

Content of acknowledgement

An acknowledgement meets the requirements of this

subparagraph if it includes the following information:

i) The amount of cash and a description (but not value) of
any property other than cash contributed.
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ii) Whether the donee organization provided any goods or
services in consideration, in whole or in part, for any
property described in clause (i).

iii) A description and good faith estimate of the value of
any goods or services referred to in clause i ) or,
if such goods or services consist solely of intangible
religious benefits, a statement to that effect.

For purpose of this subparagraph, the term “intangible

religious benefit which is provided by an organization

organized exclusively for religious purposes and which
generally is not sold in a commercial transaction outside the
donative context.

(C) Contemporaneous

For purposes of subparagraph (A), an acknowledgement shall

be considered to be contemporaneous if the taxpayer obtains

the acknowledgement on or before the earlier of ——

i) the date on which the taxpayer files a return for the
taxable year in which the contribution was made, or

ii) the due date (including extensions) for filing such return.

(D) Substantiation not required for contributions reported by the

donee organization Subparagraph (A) shall not apply to a

contribution if the donee organization files a return, on such

form and in accordance with such regulations as the Secretary
may prescribe, which includes the information described in
subparagraph (B) with respect to the contribution.

(E) Regulations

The Secretary shall prescribe such regulations as may be

necessary or appropriate to carry out the purposes of this

paragraph, including regulations that may provide that some
or all of the requirements of this paragraph do not apply in
appropriate cases.
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Subchapter F. Exempt Organizations

Part I General Rule

Section. 501. Exemption from tax on corporations, certain trust,
etc. [Caution: See prospective amendment note below.]
(a) Exemption from taxation

An organization described in subsection (c) or (d) or section
401 (a) shall be exempt from taxation under this subtitle unless such
exemption is denied under section 502 or 503.

(b) Tax on unrelated business income and certain other activities

An organization exempt from taxation under subsection (a) shall
be subject to tax to the extent provided in parts II, III and VI of
this subchapter, but (notwithstanding parts II, III, and Vi of this
subchapter) shall be considered an organization exempt from income
taxes for the purpose of any law which refers to organizations exempt
from income taxes.

(c) List of exempt organizations
The following organization are referred to in subsection (a):

() ~@ [..]

(3) Corporations, and any community chest, fund, or foundation,
organized and operated exclusively for religious, charitable,
scientific, testing for public safety, literary, or educational purposes,
or to foster national or international amateur sports competition
(but only if no part of its activities involve the provision of
athletic facilities or equipment), or for the prevention of cruelty
to children or animals, no part of the net earnings of which
inures to the benefit of any private shareholder or individual,
no substantial part of the activities of which is carrying on
propaganda, or otherwise attempting, to influence legislation
(except as otherwise provided in subsection (h)), and which does
not participate in, or intervene in (including the publishing or
distributing of statements), any political campaign on behalf of (or
in opposition to) any candidate for public office.
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d~ (g [.]

(h)
(n

()

(3)

Expenditures by public charities to influence legislation

General rule

In the case of an organization to which this subsection applies,

exemption from taxation under subsection (a) shall be denied

because a substantial part of the activities of such organization

consists of carrying propaganda, or otherwise attempting, to

influence legislation, but only if such organization normally

(A) makes lobbying expenditures in excess of the lobbying ceiling
amount for such organization for each taxable year, or

(B) makes grass roots expenditures in excess of the grass roots
ceiling amount for such organization for each taxable year.

Definitions

For purpose of this subsection ——

(A) Lobbying expenditures
The term “lobbying expenditures” means expenditures for the
purpose of influencing legislation (as defined in section 4911
(@)).

(B) Lobbying ceiling amount
The lobbying ceiling amount for any organization for any
taxable year is 150 percent of the lobbying nontaxable
amount for such organization for such taxable year,
determined under section 4911.

(C) Grass roots expenditures
The term “grass roots expenditures’ means expenditures for
the purpose of influencing legislation (as defined in section
4911 (d) without regard to paragraph (1) (B) thereof) .

(D) Grass roots ceiling amount
The grass roots ceiling amount for any organization for any
taxable year is 150 percent of the grass roots nontaxable
amount for such organization for such taxable year,
determined under section 4911.

Organizations to which this subsection applies

This subsection shall apply to any organization which has
elected (in such manner and at such time as the Secretary may
prescribe) to have the provisions of this subsection apply to such
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organization and which, for the taxable year which includes the
date the election is made, is described in subsection (c) (3) and
(A) is described in paragraph (4), and

(B) is not a disqualified organization under paragraph (5).

Organizations permitted to elect to have this subsection apply

An organization is described in this paragraph if it is described in

(A) section 170 (b) (1) (A) ii) (relating to educational institutions),

(B) section 170 (b) (1) (A) iii ) (relating to hospitals and medical
research organizations),

(O) section 170 (b) (1) (A) (iv) (relating to organizations supporting
government schools),

(D) section 170 (b) (1) (A) (vi) (relating to organizations publicly
supported by charitable contributions),

(B) section 509 (a) (3) (relating to organizations publicly supported
by admissions, sales, etc.), or

(F) section 509 (a) (3) (relating to organizations supporting certain
types of public charities) except that for purposes of this
subparagraph, section 509 (a) (3) shall be applied without
regard to the last sentence of section 509 (a).

Disqualified organizations

For purpose of paragraph (3) an organization is a disqualified

organization if it is——

(A) described in section 170 (b) (1) (A) (i) (relating to churches),

(B) an integrated auxiliary of a church or of a convention or
association of churches, or

(C) a member of an affiliated group of organizations (within the
meaning of section 4911 (f) (2)) if one or more members of
such group is described in subparagraph (A) or (B).

Years for which election is effective

An election by an organization under this subsection shall be

effective for all taxable years of such organization which ——

(A) end after the date the election is made, and

(B) begin before the date the election is revoked by such
organization (under regulations prescribed by the Secretary).
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No effect on certain organizations

With respect to any organization for a taxable year for which ——

(A) such organization is a disqualified organization (within the
meaning of paragraph (5)), or

(B) an election under this subsection is not in effect for such
organization, nothing in this subsection or in section 4911
shall be construed to affect the interpretation of the phrase, "
no substantial part of the activities of which is carrying on
propaganda, or otherwise attempting, to influence legislation,”
under subsection (c) (3).

[..]

Private Foundations

Section. 508. Special rules with respect to section 501 (c) (3)
organizations

(a)

(1)

(2)

(b)

New organizations must notify secretary that they are
applying for recognition of section 501 (c) (3) status.

Except as provided in subsection (c), an organization
organized after October 9, 1969, shall not be treated as an
organization described in section 501 (c) (3) —

unless it has given notice to the Secretary, in such manner as
the Secretary may by regulations prescribe that it is applying for
recognition of such status, or

for any period before the giving of such notice, if such notice is
given after the time prescribed by the Secretary by regulations for
giving notice under this subsection.

Presumption that organizations are private foundations

Except as provided in subsection (c), any organization (including
an organization in existence on October 9, 1969) which is
described in section 501 (c) (3) and which does not notify the
Secretary, at such time and in such manner as the Secretary may
by regulations prescribe, that it is not a private foundation shall
be presumed to be a private foundation.
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(c) Exceptions
(1) Mandatory exceptions
Subsections (a) and (b) shall not apply to——
(A) churches, their integrated auxiliaries, and conventions or
associations of churches, or
(B) any organization which is not a private foundation (as defined
in section 509 (a)) and the gross receipts of which in each
taxable year are normally not more than $ 5,000.

(2) Exception by regulations

The Secretary may by regulations exempt (to the extent and

subject to such conditions as may be prescribed in such

regulations) from the provisions of subsection (a) or (b) or both

(A) educational organizations described in section 170 (b) (1) (A)
i), and

(B) any other class of organizations with respect to which the
Secretary determines that full compliance with the provisions
of subsections (a) and (b) is not necessary to the efficient
administration of the provisions of this title relating to private
foundations.

(d~ (e) [.]
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Part III. Taxation of Business Income of Certain Exempt
Organizations

Section 511. Imposition of tax on unrelated business income of

charitable, etc., organizations

(a) Charitable, etc., organizations taxable at corporation rates

(1) Tmposition of tax
There is hereby imposed for each taxable year on the unrelated
business taxable income (as defined in section 512) of every
organization described in paragraph (2) a tax computed as
provided in section 11. In making such computation for purposes
of this section, the term “taxable income” as used in section 11
shall be read as “unrelated business taxable income”.

()
(A) Organizations described in sections 401 (a) and 501 (c)

The tax imposed by paragraph (1) shall apply in the case of
any organization (other than a trust described in subsection
(b) or an organization described in section 501 (c) (1)) which
is exempt, except as provided in this part of part II (relating
to private foundations), from taxation under this subtitle by
reason of section 501 (a).

®B)[..]
b)~ @) [..]

Section 513. Unrelated trade or business
(a) General rule

The term ‘unrelated trade or business’ means, in the case of
any organization subject to the tax imposed by section 511, any trade
or business the conduct of which is not substantially related (aside
from the need of such organization for income or funds or the use
it makes of the profits derived) to the exercise or performance by
such organization of its charitable, educational, or other purpose or
function constituting the basis for its exemption under section 501 (or,
in the case of an organization described in section 511 (a) (2) (B), to
the exercise or performance of any purpose or function described in
section 501 (c) (3)), except that such term does not include any trade
or business ——

- 109 —



3. EHBUHIR AR

(1) BEINEFEEOFGWIZTRTOEBPERM CHMEICL Y EEn
TV AL EHE

(2) #5014 (c) HH (3) 5 THESNHEOHAE, BEILEEBIE
L LTEOFEORER B, 4, B, B XIIHHZEOFED 72
DIZEFEFN TS, XIE5015 (o) T (4) 5 THIE S 172 19694E5
H 27 B DRI AL S - o sl S oA, LEEIRIC X
DEBICEME LT, . BT, Ao IEE 3 A T
HNDEMR. FEHE OB T, FOEEORSG BT LB OF
ED720128 FNAHHG T HEFE, L,

(3) FEHMICHGE SN LB mO T NTH, WE5RLHFM & L TUKEEL
ZHL72DDOTH LG [

(b) [#n%)]

(c) LEZENiEE
AZEOBMIZEES L, THEIOTEZE]12E, EmolRse i3 — 203
I X VELEL ) ETADICEINATRCOGEEIREI NS,

(140%)
Subtitle D—HIHIEE
41T A EEIAN
BA49115% EICHEERIZTAOOBBIHICHT 536
(a) & M
(1) #&HI
AREMEH ENLHRIC X 280 C— GBS0 WIck LT, 4%

ABUAEEEIZ BT 2 YR 0 ¥ — GBS AR O 25 % Hl BBl & L
TkEN b,

- 110 —



3. REBUHIRY 1R

(1) in which substantially all the work in carrying on such trade or
business is performed for the organization without compensation;
or

(2) which is carried on, in the case of an organization described
in section 501 (¢) (3) or in the case of a college or university
described in section 511 (a) (2) (B), by the organization primarily
for the convenience of its members, students, patients, officers,
or employees, or, in the case of a local association of employees
described in section 501 (c) (4) organized before May 27, 1969,
which is the selling by the organization of items of work-related
clothes and equipment and items normally sold through vending
machines, through food dispensing facilities, or by snack bars,
for the convenience of its members at their usual places of
employment; or

(3) which is the selling of merchandise, substantially all of which has
been received by the organization as gifts or contributions.

) [.]

(c) Advertising, etc., activities.

For purpose of this section, the term “trade or business” includes
any activity which is carried on for the production of income from the
sale of goods or the performance of services.

[...]
Subtitle D. Miscellaneous Exicise Taxes

Chapter 41. Public Charities

Section 4911. Tax on excess expenditures to influence legislation

(a) Tax imposed

(1) In general
There is hereby imposed on the excess lobbying expenditures of
any organization to which this section applies a tax equal to 25
percent of the amount of the excess lobbying expenditures for the
taxable year.
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(2) Organizations to which this section applies
This section applies to any organization with respect to which an
election under section 501 (h) (relating to lobbying expenditure by
public charities) is in effect for the taxable year.

(b) Excess lobbying expenditures
For purposes of this section, the term “excess lobbying
expenditures” means, for a taxable year, the greater of ——

(1) the amount by which the lobbying expenditures made by
the organization during the taxable year exceed the lobbying
nontaxable amount for such organization for such taxable year, or

(2) the amount by which the grass roots expenditures made by
the organization during the taxable year exceed the grass roots
nontaxable amount for such organization for such taxable year.

(c) Definitions
For purposes of this section ——

(1) Lobbying expenditures
The term “lobbying expenditures’ means expenditures for the
purpose of influencing legislation (as defined in subsection (d)).

(2) Lobbying nontaxable amount
The lobbying nontaxable amount for any organization for any
taxable year is the lesser of (A)$ 1,000,000 or (B) the amount
determined under the following table:

If the exempt purpose
expenditures are

20 percent of the exempt purpose
Not over $500,000 expenditures.
Over $500.000 but $100,000, plus 15 percent of the excess

of the exempt purpose expenditures
not over $1,000,000 over $500,000

$175,000 plus 10 percent of the excess
Over $1,000,000 but ; :
Q7 5| of the exempt purpose expenditures
not over $1,500,000 over $1,000.000.

$225,000 plus 5 percent of the excess
Over $1,500,000 of the exempt purpose expenditures
over $1,500,000.

The lobbying nontaxable amount is—
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Grass roots expenditures

The term “grass roots expenditures” means expenditures for the
purpose of influencing legislation (as defined in subsection (d)
without regard to paragraph (1) (B) thereof).

Grass roots nontaxable amount

The grass roots nontaxable amount for any organization for any
taxable year is 25 percent of the lobbying nontaxable amount
(determined under paragraph (2)) for such organization for such
taxable year.

Influencing legislation.

General rule

Except as otherwise provided in paragraph (2), for purposes of

this section, the term "influencing legislation” means ——

(A) any attempt to influence any legislation through an attempt
to affect the opinions of the general public or any segment
thereof, and

(B) any attempt to influence any legislation through
communication with any member or employee of a legislative
body, or with any government official or employee who may
participate in the formulation of the legislation.

Exceptions

For purposes of this section, the term “influencing legislation”,

with respect to an organization, does not include ——

(A) making available the results of nonpartisan analysis, study, or
research;

(B) providing of technical advice or assistance (where such advice
would otherwise constitute the influencing of legislation) to
a governmental body or to a committee or other subdivision
thereof in response to a written request by such body or
subdivision, as the case may be;

(C) appearances before, or communications to, any legislative
body with respect to a possible decision of such body which
might affect the existence of the organization, its powers and
duties, tax-exempt status, or the deduction of contributions to
the organization;

(D) communications between the organization and its bona fide
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members with respect to legislation or proposed legislation of

direct interest to the organization and such members, other

than communications described in paragraph (3); and

any communication with a government official or employee,

other than ——

i) a communication with a member or employee of a
legislative body (where such communication would
otherwise constitute the influencing of legislation), or

ii) a communication the principal purpose of which is to
influence legislation.

(3) Communications with members
(A) A communication between an organization and any bona

(B)

fide member of such organization to directly encourage such
member to communicate as provided in paragraph (1) (B)
shall be treated as a communication described in paragraph
(1) B).

A communication between an organization and any bona
fide member of such organization to directly encourage such
member to urge persons other than members to communicate
as provided either subparagraph (A) or subparagraph (B)
of paragraph (1) shall be treated as a communication
described in paragraph (1) (A).
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Other definitions and special rules
For purposes of this section ——
Exempt purpose expenditures

(A) In general

The term “exempt purpose expenditures” means, with respect

to any organization for any taxable year, the total of the

amounts paid or incurred by such organization to accomplish
purposes described in section 170 (c¢) (2) (B) (relating to
religious, charitable, educational, etc., purposes).

(B) Certain amounts included

The term “exempt purpose expenditures” includes ——

i) administrative expenses paid or incurred for the purpose
of influencing legislation (whether or not for purposes
described in section 170 (¢) (2) (B)), and

ii) amounts paid or incurred for the purpose of influencing
legislation (whether or not for purposes described in
section 170 (c) (2) (B)).

(C) Certain amounts excluded

The term “exempt purpose expenditures” does not include

amounts paid or incurred to or for——

i) a separate fundraising unit of such organization, or

ii) one or more other organizations, if such amounts are
paid or incurred primarily for fundraising.

Legislation
The term ‘legislation” includes action with respect to Acts, bills,
resolutions, or similar items by the Congress, any State legislature,
any local council, or similar governing body, or by the public
in a referendum, initiative, constitutional amendment, or similar
procedure.

Action
The term “action” is limited to the introduction, amendment,
enactment, defeat, or repeal of Acts, bills, resolutions, or similar
items.

[...]

- 119 -



3. EHBUHIR AR

() [(ng)

$4912% —TEOHEICEBIERBIE L 5L VA E BB THADFER
(@) HFICHT 5HH

WINPORBUEZIZBWT, D E— GBI 21T 722 & 2 BB,
Agenvdf & A FHED, 85015 (o) H (3) TOBET HHETIE AW
EEINpa. BEARBAEEIC BT 2 Y% EE O 0 ¥ — GBI SCHISR L.,
BT GBSO SR LB E LTRE NS ATHIZX DR
NABUIHRIZ X0 b2 T IUTR 5 v,

(b) EEEICXT HJBE

WIN OO T E—HESHAY (a) HO D & THB SN HEICE
WO BRI X ) HIEATEE501 55 (¢) IH (3) B THES A FKE L
TOEMEZRL L PRGNV E V) TERHD 855 b BEMICFE L
FAEOEIZ 0 LT H5E0 ¥ —iFB SO 5% AL 42 Bl & L TRk
ENbo 72720, BHMEPHE T VI EHNZHHIZIES LT
HHEZIIZORY TELV REHIZE DRI NLBUILFHICEREL
TEHFIZ L) DN RTINS S %0,

(c) AZEHIEA S W 5HIF

(1 #%
(2) 5CHRET B2HEEHRE, AFd, #5015 (o) H (3) T THE
THEMETH L Z & ZBEIZ, #5015 (a) HIZ X D RBLZ RS
Nd CLIEBEICEVREESND LS NTz) $XTORKIZH#EE
ENbo

2 # 4
AL, ROBIMEISH L TI@EH SN2,
(A) %5014 (h) HO b & TOEREAT - 72HE
(B) (555014 (h) 3 (5) TOEKIZBWVT) BEDOZWHEIGE, i,
(C) FARYHAH

(d) [(#ng)]

- 120 —



3. REBUHIRY 1R

® [..]

Section 4912. Tax on disqualifying lobbying expenditures of
certain organizations
(a) Tax on organization

If an organization to which this section applies is not described
in section 501 (¢) (3) for any taxable year by reason of making
lobbying expenditures, there is hereby imposed a tax on the lobbying
expenditures of such organization for such taxable year equal to 5
percent of the amount of such expenditures. The tax imposed by this
subsection shall be paid by the organization.

(b) On management

If tax is imposed under subsection (a) on the lobbying
expenditures of any organization, there is hereby imposed on the
agreement of any organization manager to the making of any such
expenditures, knowing that such expenditures are likely to result in the
organization not being described in section 501 (¢) (3), a tax equal to
5 percent of the amount of such expenditures, unless such agreement
is not willful and is due to reasonable cause. The tax imposed by this
subsection shall be paid by any manager who agreed to the making of
the expenditures.

(c) Organizations to which section applies

(1) In general
Except as provided in paragraph (2), this section shall apply to
any organization which was exempt (or was determined by the
Secretary to be exempt) from taxation under section 501 (a) by
reason of being an organization described in section 501 (c) (3).

(2) Exceptions
This section shall not apply to any organization ——
(A) to which an election under section 501 (h) applies,
(B) which is a disqualified organization (within the meaning of
section 501 (h) (5) applies,
(C) which is a private foundation
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Chapter 42. Private Foundations and Certain Other Tax-exempt
Organizations

Subchapter C. Political Expenditures of Section 501 (c) (3)
Organizations

Section 4955. Taxes on political expenditures of section 501 (c)

(3) organizations

(@) Initial taxes

(1) On the organization
There is hereby imposed on each political expenditure by a
section 501 (¢) (3) organization a tax equal to 10 percent of the
amount thereof. The tax imposed by this paragraph shall be paid
by the organization.

(2) On the management

There is hereby imposed on the agreement of any organization
manager to the making of any expenditure, knowing that it is a
political expenditure, a tax equal to 2 1/2 percent of the amount
thereof, unless such agreement is not willful and is due to
reasonable cause. The tax imposed by this paragraph shall be paid
by any organization manager who agreed to the making of the
expenditure.

(d) Additional taxes

(1) On the organization
In any case in which an initial tax is imposed by subsection
(a) (1) on a political expenditure and such expenditure is not
corrected within the taxable period, there is hereby imposed a tax
equal to 100 percent of the amount of the expenditure. The tax
imposed by this paragraph shall be paid by the organization.

(2) On the management
In any case in which an additional tax is imposed by paragraph
(1), if an organization manager refused to agree to part or all of
the correction, there is hereby imposed a tax equal to 50 percent
of the amount of the political expenditure. The tax imposed by
this paragraph shall be paid by any organization manager who
refused to agree to part or all of the correction.
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Special rules

For purposes of subsections (a) and (b) —

Joint and several liability

If more than 1 person is liable under subsection (a) (2) or (b)
(2) with respect to the making of a political expenditure, all such
persons shall be jointly and severally liable under such subsection
with respect to such expenditure.

Limit for management

With respect to any 1 political expenditure, the maximum amount
of the tax imposed by subsection (a) (2) shall not exceed $5,000,
and the maximum amount of the tax imposed by subsection (b) (2)
shall not exceed $10,000.

Political expenditure

For purposes of this section ——

In general

The term “political expenditure” means any amount paid or
incurred by a section 501 (c) (3) organization in any participation
in, or intervention in (including the publication or distribution of
statement), any political campaign on behalf of (or in opposition
to) any candidate for public office.

[...]
[..]
Other definitions

For purposes of this section ——

Section 501 (c) (3) organization

The term “section 501 (c) (3) organization” means any organization
which (without regard to any political expenditure) would be
described in section 501 (¢) (3) and exempt from taxation under
section 501 (a).

Organization manager

The term ‘organization manager’ means ——

(A) any officer, director, or trustee of the organization (or
individual having powers or responsibilities similar to those
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of officers, directors, or trustees of the organization), and

(B) with respect to any expenditure, any employee of the
organization having authority or responsibility with respect to
such expenditure.

(3) Correction
The term “correction” and “correct” mean, with rtespect to any
political expenditure, recovering part or all of the expenditure to
the extent recovery is possible, establishment of safeguards to
prevent future political expenditures, and where full recovery is
not possible, such additional corrective action as is prescribed by
the Secretary by regulations.

(4) Taxable period
The term “taxable period” means, with respect to any political
expenditure, the period beginning with the date on which the
political expenditure occurs and ending on the earlier of ——
(A) the date of mailing a notice of deficiency under section 6212
with respect to the tax imposed by subsection (a) (1), or
(B) the date on which tax imposed by subsection (a) (1) is
assessed.

Subtitle F. Procedure and Administration

Chapter 61. Information and Returns
Subchapter A. Returns and Records

Part III. Information Returns
Subpart A. Information Concerning Persons Subject to Special
Provisions

Section 6033. Returns by exempt organizations

(a) Organizations required to file

(1) In general
Except as provided in paragraph (2), every organization exempt
from taxation under section 501 (a) shall file an annual return,
stating specifically the items of gross income, receipts, and
disbursements, and such other information for the purpose of
carrying out the internal revenue laws as the Secretary may by
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forms or regulations prescribe, and shall keep such records, render
under oath such statements, make such other returns, and comply
with such rules and regulations as the Secretary may from time to
time prescribe; except that, in the discretion of the Secretary, any
organization described in section 401 (a) may be relieved from
stating in its return any information which is reported in returns
filed by the employer which established such organization.

Exceptions from filing

(A)

(B)

(@)

Mandatory exceptions

Paragraph (1) shall not apply to ——

i) churches, their integrated auxiliaries, and conventions or
associations of churches,

ii) any organization (other than a private foundation, as
defined in section 509 (a)) described in subparagraph
(C), the gross receipts of which in each taxable year are
normally not more than $ 5,000, or

iii) the exclusively religious activities of any religious order.

Discretionary exceptions

The Secretary may relieve any organization required under

paragraph (1) to file an information return from filing such a

return where he determines that such filing is not necessary

to the efficient administration of the internal revenue laws.

Certain organizations

The organizations referred to in subparagraph (A) i) are ——

i) a religious organization described in section 501 (c) (3);

ii) an educational organization described in section 170 (b)
(1D (A) i)

iii) a charitable organization, or an organization for the
prevention of cruelty to children or animals, described
in section 501 (c) (3), if such organization is supported,
in whole or in part, by funds contributed by the United
States or any State or political subdivision thereof, or
is primarily supported by contributions of the general
public;

iv) an organization described in section 501 (c) (3), if such
organization is operated, supervised, or controlled by or
in connection with a religious organization described in
clause (i);
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v) an organization described in section 501 (c) (8); and

vi) an organization described in section 501 (c) (1), if such
organization is a corporation wholly owned by the
United States or any agency or instrumentality thereof,
or a wholly-owned subsidiary of such a corporation.

(b) Certain organizations described in section 501 (c) (3)

Every organization described in section 501 (c) (3) which is

subject to the requirements of subsection (a) shall furnish annually
information, at such time and in such manner as the Secretary may by
forms or regulations prescribe, setting forth——

(1)
(2)

(3)

4)

(5)

(6)

(7

®)

its gross income for the year,

its expenses attributable to such income and incurred within the
year,

its disbursements within the year for the purposes for which it is
exempt,

a balance sheet showing its assets, liabilities, and net worth as of
the beginning of such year,

the total of the contributions and gifts received by it during the
year, and the names and addresses of all substantial contributors,

the names and addresses of its foundation managers (within
the meaning of section 4946 (b) (1)) and highly compensated
employees,

the compensation and other payments made during the year to
each individual described in paragraph (6),

in the case of an organization with respect to which an election

under section 501 (h) is effective for the taxable year, the

following amounts for such organization for such taxable year:

(A) the lobbying expenditures (as defined in section 4911 (c) (1)),

(B) the lobbying nontaxable amount (as defined in section 4911
(c) (2)),

(C) the grass roots expenditures (as defined in section 4911 (c)
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(3)), and
(D) the grass roots nontaxable amount (as defined in section
4911 (¢) (4)),

such other information with respect to direct or indirect transfers
to, and other direct or indirect transactions and relationships
with, other organizations described in section 501 (c) (other than
paragraph (3) thereof) or section 527 as the Secretary may
require to prevent ——

(A) diversion of funds from the organization’s exempt purpose, or
(B) misallocation of revenues or expenses,

(10) the respective amounts (if any) of the taxes imposed on the

organization, or any organization manager of the organization,

during the taxable year under any of the following provisions (and

the respective amounts (if any) of reimbursements paid by the

organization during the taxable year with respect to taxes imposed

on any such organization manager under any of such provisions):

(A) section 4911 (relating to tax on excess expenditures to
influence legislation),

(B) section 4912 (relating to tax on disqualifying lobbying
expenditures of certain organizations), and

(C) section 4955 (relating to taxes on political expenditures
of section 501 (c¢) (3) organizations), except to the extent
that, by reason of section 4962, the taxes imposed under
such section are not required to be paid or are credited or
refunded,

(11) the respective amounts (if any) of ——

(A) the taxes imposed with respect to the organization on any
organization manager, or any disqualified person, during the
taxable year under section 4958 (relating to taxes on private
excess benefit from certain charitable organizations), and

(B) reimbursements paid by the organization during the taxable
year with respect to taxes imposed under such section,
except to the extent that, by reason of section 4962, the
taxes imposed under such section are not required to be paid
or are credited or refunded,
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(12) such information as the Secretary may require with respect to any
excess benefit transaction (as defined in section 4958),

(13) such information with respect to disqualified persons as the
Secretary may prescribe, and

(14) such other information for purposes of carrying out the internal
revenue laws as the Secretary may require.
For purposes of paragraph (8), if section 4911 (f) applies to the
organization for the taxable year, such organization shall furnish
the amounts with respect to the affiliated group as well as with
respect to such organization,

(e~ M [..]

Subchapter B. Miscellaneous Provisions

Section 6115. Disclosure related to quid pro quo contributions

(a) Disclosure requirement
If an organization described in section 170 (c) (other than

paragraph (1) thereof) receives a quid pro quo contribution in excess

of $75, the organization shall, in connection with the solicitation or
receipt of the contribution, provide a written statement which &

(1) informs the donor that the amount of the contribution that is
deductible for Federal income tax purposes is limited to the excess
of the amount of any money and the value of any property other
than money contributed by the donor over the value of the goods
or services provided by the organization, and

(2) provides the donor with a good faith estimate of the value of
such goods or services.

(b) Quid pro quo contribution

For purposes of this section, the term “quid pro quo contribution”
means a payment made partly as a contribution and partly in
consideration for goods or services provided to the payor by the
donee organization. A quid pro quo contribution does not include any
payment made to an organization, organized exclusively for religious
purposes, in return for which the taxpayer receives solely an intangible
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religious benefit that generally is not sold in a commercial transaction
outside the donative context.

Chapter 68. Additions to the Tax, Additional Amounts, and
Assessable Penalties
Subchapter A. Additions the Tax and Additional Amounts

Part I. General Provisions

Section 6652. Failure to file certain information returns, registration
statements, etc.

(@~ b)[..]

(c) Returns by exempt organizations and by certain trusts
(1) Annual returns under section 6033 (a) (1) or 6012 (a) (6)
(A) Penalty on organization

In the case of —

i) a failure to file a return required under section 6033
(relating to returns by exempt organizations) or
section 6012 (a) (6) (relating to returns by political
organizations) on the date and in the manner prescribed
therefor (determined with regard to any extension of
time for filing), or

ii) a failure to include any of the information required to
be shown on a return filed under section 6033 or section
6012 (a) (6) or to show the correct information,

there shall be paid by the exempt organization $20 for each
day during which such failure continues. The maximum penalty
under this subparagraph on failures with respect to any 1 return
shall not exceed the lesser of $10,000 or 5 percent of the
gross receipts of the organization for the year. In the case of
an organization having gross receipts exceeding $1,000,000 for
any year, with respect to the return required under section 6033
or section 6012 (a) (6) for such year, the first sentence of this
subparagraph shall be applied by substituting “$100" for “$20"
and, in lieu of applying the second sentence of this subparagraph,
the maximum penalty under this subparagraph shall not exceed
$50,000.
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(B) Managers
i) In general
The Secretary may make a written demand on any
organization subject to penalty under subparagraph (A)
specifying therein a reasonable future date by which the
return shall be filed (or the information furnished) for
purposes of this subparagraph.
ii) Failure to comply with demand
If any person fails to comply with any demand under
clause i ) on or before the date specified in such
demand, there shall be paid by the person failing to
so comply $10 for each day after the expiration of the
time specified in such demand during which such failure
continues. The maximum penalty imposed under this
subparagraph on all persons for failures with respect to
any 1 return shall not exceed $5,000.
©~DIl..]

2~ [..]
(d~ m) [.]

Subchapter B. Assessable Penalties

Part I. General Provisions

Section 6714. Failure to meet disclosure requirements applicable
to quid pro quo contributions
(a) Imposition of penalty

If an organization fails to meet the disclosure requirement of
section 6115 with respect to a quid pro quo contribution, such
organization shall pay a penalty of $10 for each contribution in respect
of which the organization fails to make the required disclosure, except
that the total penalty imposed by this subsection with respect to a
particular fundraising event or mailing shall not exceed $5,000.

(b) Reasonable cause exception
No penalty shall be imposed under this section with respect to
any failure if it is shown that such failure is due to reasonable cause.
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Chapter 78. Discovery of Liability and Enforcement of Title
Subchapter A. Examination and Inspection

Section 7611. Restrictions on church tax inquiries and
examinations
(a) Restrictions on inquiries

(1

(2)

(3)

In general

The Secretary may begin a church tax inquiry only if ——
(A) the reasonable belief requirements of paragraph (2), and
(B) the notice requirements of paragraph (3), have been met.

Reasonable belief requirements

The requirements of this paragraph are met with respect to any

church tax inquiry if an appropriate high-level Treasury official

reasonably believes (on the basis of facts and circumstances

recorded in writing) that the church——

(A) may not be exempt, by reason of its status as a church, from
tax under section 501 (a), or

(B) may be carrying on an unrelated trade or business (within the
meaning of section 513) or otherwise engaged in activities
subject to taxation under this title.

Inquiry notice requirements
(A) In general
The requirements of this paragraph are met with respect to
any church tax inquiry if, before beginning such inquiry,
the Secretary provides written notice to the church of the
beginning of such inquiry.
(B) Contents of inquiry notice
The notice required by this paragraph shall include ——
i) an explanation of —
I) the concerns which gave rise to such inquiry, and
II) the general subject matter of such inquiry, and
ii) a general explanation of the applicable ——
I) administrative and constitutional provisions with
respect to such inquiry (including the right to a
conference with the Secretary before any examination
of church records), and
II) provisions of this title which authorize such inquiry
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or which may be otherwise involved in such inquiry.

(b) Restrictions on examinations

(1)

(2)

(3)

In general

The Secretary may begin a church tax examination only if

the requirements of paragraph (2) have been met and such

examination may be made only ——

(A) in the case of church records, to the extent necessary to
determine the liability for, and the amount of, any tax
imposed by this title, and

(B) in the case of religious activities, to the extent necessary to
determine whether an organization claiming to be a church is
a church for any period.

Notice of examination; opportunity for conference.

The requirements of this paragraph are met with respect to any

church tax examination if —

(A) at least 15 days before the beginning of such examination,
the Secretary provides the notice described in paragraph (3)
to both the church and the appropriate regional counsel of
the Internal Revenue Service, and

(B) the church has a reasonable time to participate in a
conference described in paragraph (3) (A) iii), but only if the
church requests such a conference before the beginning of the
examination.

Contents of examination notice, et cetera
(A) In general
The notice described in this paragraph is a written notice
which includes ——
i) a copy of the church tax inquiry notice provided to the
church under subsection (a),
ii) a description of the church records and activities which
the Secretary seeks to examine,
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iii) an offer to have a conference between the church and
the Secretary in order to discuss, and attempt to resolve,
concerns relating to such examination, and

iv) a copy of all documents which were collected or
prepared by the Internal Revenue Service for use in such
examination and the disclosure of which is required by
the Freedom of Information Act (5 U.S.C. 552).

(B) Earliest day examination notice may be provided.

The examination notice described in subparagraph (A)

shall not be provided to the church before the 15th day after

the date on which the church tax inquiry notice was provided

to the church under subsection (a).

(C) Opinion of regional counsel with respect to examination

Any regional counsel of the Internal Revenue Service who

receives an examination notice under paragraph (1) may,

within 15 days after such notice is provided, submit to the
regional commissioner for the region an advisory objection to
the examination.

Examination of records and activities not specified in notice
Within the course of a church tax examination which (at the time
the examination begins) meets the requirements of paragraphs
(1) and (2), the Secretary may examine any church records or
religious activities which were not specified in the examination
notice to the extent such examination meets the requirement of
subparagraph (A) or (B) of paragraph (1) (whichever
applies).

Limitation on period of inquiries and examinations

Inquiries and examinations must be completed within 2 years

(A) In general
The Secretary shall complete any church tax status inquiry
or examination (and make a final determination with respect
thereto) not later than the date which is 2 years after the
examination notice date.

(B) Inquiries not followed by examinations
In the case of a church tax inquiry with respect to which
there is no examination notice under subsection (b), the
Secretary shall complete such inquiry (and make a final
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determination with respect thereto) not later than the date
which is 90 days after the inquiry notice date.

Suspension of 2-year period

The running of the 2-year period described in paragraph (1) (A)

and the 90-day period in paragraph (1) (B) shall be suspended

(A) for any period during which ——

i) a judicial proceeding brought by the church against
the Secretary with respect to the church tax inquiry or
examination is pending or being appealed,

ii) a judicial proceeding brought by the Secretary against the
church (or any official thereof) to compel compliance
with any reasonable request of the Secretary in a church
tax examination for examination of church records or
religious activities is pending or being appealed, or

iii) the Secretary is unable to take actions with respect to
the church tax inquiry or examination by reason of an
order issued in any judicial proceeding brought under
section 7609 [26 USCS Section 7609],

(B) for any period in excess of 20 days (but not in excess of
6 months) in which the church or its agents fail to comply
with any reasonable request of the Secretary for church
records or other information, or

(C) for any period mutually agreed upon by the Secretary and
the church.

Limitations on revocation of tax-exempt status, etc.
In general
The Secretary may ——
(A) determine that an organization is not a church which ——
i) is exempt from taxation by reason of section 501 (a), or
ii) is described in section 170 (c), or
(B) i) send a notice of deficiency of any tax involved in a
church tax examination, or
ii) in the case of any tax with respect to which subchapter
B of chapter 63 (relating to deficiency procedures) does
not apply, assess any underpayment of such tax involved
in a church tax examination,
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only if the appropriate regional counsel of the Internal Revenue
Service determines in writing that there has been substantial
compliance with the requirements of this section and approves in
writing of such revocation, notice of deficiency, or assessment.

Limitations on period of assessment
(A) Revocation of tax-exempt status
i) 3-year statute of limitations generally
In the case of any church tax examination with respect
to the revocation of tax-exempt status under section 501
(a), any tax imposed by chapter 1 (other than section
511 [26 USCS Section 511]) may be assessed, or a
proceeding in court for collection of such tax may be
begun without assessment, only for the 3 most recent
taxable years ending before the examination notice date.
ii) 6-year statute of limitations where tax-exempt status
revoked
If an organization is not a church exempt from tax under section
501 (a) for any of the 3 taxable years described in clause (i),
clause i) shall be applied by substituting 6 most recent taxable
years’ for '3 most recent taxable years’.
(B) Unrelated business tax
In the case of any church tax examination with respect
to the tax imposed by section 511 (relating to unrelated
business income), such tax may be assessed, or a proceeding
in court for the collection of such tax may be begun without
assessment, only with respect to the 6 most recent taxable
years ending before the examination notice date.
(C) Exception where shorter statute of limitations otherwise
applicable
Subparagraphs (A) and (B) shall not be construed to increase
the period otherwise applicable under subchapter A of chapter
66 (relating to limitations on assessment and collection).

[...]
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Limitations on additional inquiries and examinations

In general

If any church tax inquiry or examination with respect to any

church is completed and does not result in ——

(A) a revocation, notice of deficiency, or assessment described in
subsection (d) (1), or

(B) a request by the Secretary for any significant change in the
operational practices of the church (including the adequacy of
accounting practices),

no other church tax inquiry or examination may begin with

respect to such church during the applicable 5-year period unless

such inquiry or examination is approved in writing by the

Secretary or does not involve the same or similar issues involved

in the preceding inquiry or examination. For purposes of the

preceding sentence, an inquiry or examination shall be treated as

completed not later than the expiration of the applicable period

under paragraph (1) of subsection (c).

Applicable 5-year period

For purposes of paragraph (1), the term ’applicable 5-year period’
means the 5-year period beginning on the date the notice taken
into account for purposes of subsection (c) (1) was provided. For
purposes of the preceding sentence, the rules of subsection (c) (2)
shall apply.

[.]

Definitions

For purposes of this section ——

Church

The term “church” includes ——

(A) any organization claiming to be a church, and
(B) any convention or association of churches.

Church tax inquiry

The term “church tax inquiry” means any inquiry to a church
(other than an examination) to serve as a basis for determining
whether a church ——

(A) is exempt from tax under section 501 (a) by reason of its
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status as a church, or

(B) is carrying on an unrelated trade or business (within the
meaning of section 513) or otherwise engaged in activities
which may be subject to taxation under this title.

Church tax examination

The term “church tax examination” means any examination for

purposes of making a determination described in paragraph (2) of

(A) church records at the request of the Internal Revenue Service,
or

(B) the religious activities of any church.

Church records

(A) In general
The term “church records” means all corporate and financial
records regularly kept by a church, including corporate minute
books and lists of members and contributors.

(B) Exception
Such term shall not include records acquired ——
i) pursuant to a summons to which section 7609 applies,

or

ii) from any governmental agency.

Inquiry notice date
The term “inquiry notice date” means the date the notice with
respect to a church tax inquiry is provided under subsection (a).

Examination notice date

The term ‘examination notice date” means the date the notice
with respect to a church tax examination is provided under
subsection (b) to the church.

Appropriate high-level treasury official

The term “appropriate high-level Treasury official” means the
Secretary of the Treasury or any delegate of the Secretary whose
rank is no lower than that of a principal Internal Revenue officer
for an internal revenue region.
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Section not to apply to criminal investigations, etc
This section shall not apply to——
any criminal investigation,

any inquiry or examination relating to the tax liability of any
person other than a church,

any assessment under section 6851 (relating to termination
assessments of income tax), section 6852 (relating to termination
assessments in case of flagrant political expenditures of section
501 (c) (3) organizations), or section 6861 (relating to jeopardy
assessments of income taxes, etc.),

any willful attempt to defeat or evade any tax imposed by this
title, or

any knowing failure to file a return of tax imposed by this title.
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(3) The Constitution of the State of California

Article 13. Taxation
Section. 3.
The following are exempt from property taxation:

(@) ~ ) [..]

(f) Buildings, land on which thy are situated, and equipment used
exclusively for religious worship

(g ~@ [..]
Section. 4.
The legislature may exempt from property taxation in whole or in
part.
(@ [..]

(b) Property used exclusively for religious, hospital, or charitable
purposes and owned or held in trust by corporations or other
entities (1) that are organized and operating for those purposes,
(2) that are nonprofit, and (3) no part of whose net earnings
inures to the benefit of any private shareholder or individual.

e [..]

(d) Real property not used for commercial purposes that is reasonably
and necessarily required for parking vehicles of persons
worshipping on land exempt by Section 3 (f).

Section. 5.

Exemptions granted or authorized by Sections 3 (e), 3 (f), and
4 (b) apply to buildings under construction, land required for their
convenient use, and equipment in them if the intended use would
qualify the property for exemption.
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(4) Revenue and Taxation Code
Cal. Rev. & Tax. Code (Deering 2007)
Division 1. Property Taxation

Part 2. Assessment

Article 1. Taxable and Exempt Property
206.

The church exemption is as specified in subdivision (f) of Section
3 and Section 5 of Article XIII of the constitution.

207.

Property used exclusively for religious purposes shall be exempt
from taxation. Property owned and operated by a church and used
for religious worship, preschool purposes, nursery school purposes,
kindergarten purposes, school purposes of less than collegiate grade, or
for purposes of both schools of collegiate grade and schools less than
collegiate grade but excluding property used solely for purposes of
schools of collegiate grade, shall be deemed to be used exclusively for
religious purposes under this section.

The exemption provided by this section is granted pursuant
to the authority in subdivision (b) of Section 4 of Article XIII of
the California Constitution, and shall be known as the ‘religious
exemption.”

This section shall be effective for the 1977-78 fiscal year and
fiscal years thereafter.

207.1.

Personal property leased to a church and used exclusively for
the purposes described in Section 207 shall be deemed to be used
exclusively for religious purposes under that section.

The exemption provided by this section is granted pursuant to the
authority in Section 2 of Article XIII of the California Constitution.

214.
(a) Property used exclusively for religious, hospital, scientific, or
charitable purposes owned and operated by community chests, funds,
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foundations or corporations organized and operated for religious,
hospital, scientific, or charitable purposes is exempt from taxation, [ ... ]
(1) The owner is not organized or operated for profit. [ ...]

(2) No part of the net earning s of the owner inures to the benefit of
any private shareholder or individual.

(3) The property is used for the actual operation of the exempt
activity, and does not exceed an amount of property reasonably
necessary to the accomplishment of the exempt purpose.

A)~®E [..]

(4) The property is not used or operated by the owner or by
any other person so as to benefit any officer, trustee, director,
shareholder, member, employee, contributor, or bondholder of the
owner or operator, or any other person, through the distribution
of profits, payment of excessive charges or compensations, or the
more advantageous pursuit of their business or profession.

(5) The property is not used by the owner or members thereof for
fraternal or lodge purposes, or for social club purposes except
where that use is clearly incidental to a primary religious, hospital,
scientific, or charitable purpose.

(6) The property is irrevocably dedicated to religious, charitable,
scientific, or hospital purposes and upon the liquidation,
dissolution, or abandonment of the owner will not inure to
the benefit of any private person except a fund, foundation, or
corporation organized and operated for religious, hospital, scientific,
or charitable purposes.

(7) [..] The exemption provided for herein shall be known as the ~
welfare exemption.” [...]

Article 2. Procedure to Claim Exemptions
254,

Any person claiming the church, cemetery, college, exhibition,
welfare, veterans’ organization, free public libraries, free museums,
aircraft of historical significance, tribal housing, or public schools
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property tax exemption and anyone claiming the classification of a
vessel as a documented vessel eligible for assessment under Section
227, shall submit to the assessor annually an affidavit, giving any
information required by the board.

257.

(a) Any person claiming the religious exemption shall submit to the
assessor an affidavit giving specific information relating to property
tax exemption.

(b) The affidavit shall show that:

(1) The building, equipment, and land are used exclusively for
religious purposes.

(2) The land claimed as exempt is required for the convenient
use of the building.

(3) The property is owned by an entity organized and operating
exclusively for religious purposes.

(4) The entity is nonprofit.

(5) No part of the net earnings inures to the benefit of any
private individual.

(c) Any exemption granted pursuant to a claim filed in accordance
with this section, once granted, shall remain in effect until that
time that title to the property changes or the property is no
longer used for exempt purposes. Any person who is granted
an exemption pursuant to a claim filed in accordance with this
section shall notify the assessor by February 15 if the property
becomes ineligible for the exemption.

(d) Upon any indication that a religious exemption has been
incorrectly allowed, the assessor shall make a redetermination of
eligibility for the religious exemption. If the assessor determines
that the property or any portion thereof is no longer eligible
for the exemption, he or she shall immediately cancel the
exemption on so much of the property as is no longer eligible for
exemption. [ ...
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(1) Executive Order:
Establishment of White House Office of Faith-Based and
Community Initiatives
(3 C.FR. 13199)

By the authority vested in me as President of the United States
by the Constitution and the laws of the United States of America, and
in order to help the Federal Government coordinate a national effort to
expand opportunities for faith-based and other community organizations
and to strengthen their capacity to better meet social needs in America’
s communities, it is hereby ordered as follows:

1. Policy

Faith-based and other community organizations are indispensable
in meeting the needs of poor Americans and distressed neighborhoods.
Government cannot be replaced by such organizations, but it can
and should welcome them as partners. The paramount goal is
compassionate results, and private and charitable community groups,
including religious ones, should have the fullest opportunity permitted
by law to compete on a level playing field, so long as they achieve
valid public purposes, such as curbing crime, conquering addiction,
strengthening families and neighborhoods, and overcoming poverty. This
delivery of social services must be results oriented and should value
the bedrock principles of pluralism, nondiscrimination, evenhandedness,
and neutrality.

2. Establishment

There is established a White House Office of Faith-Based and
Community Initiatives (White House OFBCI) within the Executive
Office of the President that will have lead responsibility in the
executive branch to establish policies, priorities, and objectives for the
Federal Government’s comprehensive effort to enlilst, equip, enable,
empower, and expand the work of faith-based and other community
organizations to the extent permitted by law.

3. Functions
The principal functions of the White House OFBCI are, to the
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extent permitted by law:

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

)

to develop, lead, and coordinate the Administration’s policy agenda
affecting faith-based and other community programs and initiatives,
expand the role of such efforts in communities, and increase their
capacity through executive action, legislation, Federal and private
funding, and regulatory relief;

to ensure that Administration and Federal Government policy
decisions and programs are consistent with the President’s stated
goals with respect to faith-based and other community initiatives;

to help integrate the President’s policy agenda affecting faith-based
and other community organizations across the Federal Government;

to coordinate public education activities designed to mobilize
public support for faith-based and community nonprofit initiatives
through volunteerism, special projects, demonstration pilots, and
public-private partnerships;

to encourage private charitable given g to support faith-based and
community initiatives;

to bring concerns, ideas, and policy options to the President for
assisting, strengthening, and replicating successful faith-based and
other community programs;

to provide policy and legal education to State, local, and
community policymakers and public officials seeking ways to
empower faith-based and other community organizations and to
improve the opportunities, capacity, and expertise of such groups;

to develop and implement strategic initiatives under the President’s
agenda to strengthen the institutions of civil society and America’s

families and communities;

to showcase and herald innovative grassroots nonprofit
organizations and civic initiatives;
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(j) to eliminate unnecessary legislative, regulatory, and other
bureaucratic barriers that impede effective faith-based and other
community efforts to solve social problems;

(k) to monitor implementation of the President’s agenda affecting faith-
based and other community organizations; and

(D to ensure that the efforts of faith-based and other community
organizations meet high standards of excellence and accountability.

4. Administration
(a) The White House OFBCI may function through established or ad
hoc committees, task forces, or interagency groups.

(b) The White House OFBCI shall have a staff to be headed by
the Assistant to the President for Faith-Based and Community
Initiatives. The White House OFBCI shall have such staff and
other assistance, to the extent permitted by law, as may be
necessary to carry out the provisions of this order. The White
House OFBCI operations shall begin no later than 30 days from
the date of this order.

(c) The White House OFBCI shall coordinate with the liaison and
point of contact designated by each executive department and
agency with respect to this initiative.

(d) All executive departments and agencies (agencies) shall cooperate
with the White House OFBCI and provide such information,
support, and assistance to the White House OFBCI as it may
request, to the extent permitted by law.

(e) The agencies’ actions directed by this Executive Order shall be

carried out subject to the availability of appropriations and to the
extent permitted by law.
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5. Judicial Review

This order does not create any right or benefit, substantive or
procedural, enforceable at law or equity by a party against the United
States, its agencies or instrumentalities, its officers or employees, or
any other person.

GEORGE W. BUSH
THE WHITE HOUSE,

January 29, 2001
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(2) Subject: New HUD Rule on Faith-Based Organizations and
Activities

Memorandum for:
All Community Development Block Grant, Emergency Shelter
Grant, HOME Investment Partnerships, and Housing Opportunities
for Persons with AIDS Grantees

From: Mel Martinez

On December 12, 2002, President Bush issued Executive Order
13279, which requires federal departments to treat all organizations
fairly and without regard to religion in federal programs. In response,
on September 30, 2003, HUD issued a new rule requiring equal
treatment of faith-based organizations. The new rule is based on the
principle that faith-based organizations should be treated on a level
playing field with all other organizations when applying for Federal
funding. The rule affects eight Community Planning and Development
programs, including the following formula grant programs: the
Community Development Block Grant Entitlement (and because it
is rooted in Constitutional principles, the rule also serves as a safe
harbor for the State CDBG program), HOME Investment Partnerships,
Emergency Shelter Grants, and Housing Opportunities for Persons with
AIDS (HOPWA) programs. The new rule is an important part of
HUD’s implementation of the Executive Order.
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Specifically, the new rule makes clear the following:

- Faith-based organizations are eligible for HUD funding on
an equal footing with any other organization. Organizations
competing for HUD funding, including faith-based organizations,
should be assessed on their merits and how well they perform
eligible activities, not on their religious or secular character.

As with any mission-oriented organization, faith-based
organizations retain their independence over their governance
and expression of their beliefs. They may constitute their
boards on a religious basis, display religious symbols and
icons, and retain their civil right to hire only employees that
share their beliefs, to the extent consistent with governing
HUD program statues.

Direct HUD funds may not be used to support inherently
religious activities such as worship, religious instruction, or
proselytization. A faith-based organization may still engage
in such activities so long as they are voluntary for program
participants and occur separately in time or location from the
activities directly funded under a HUD program.

Faith-based organizations, like all organizations under HUD-
funded programs, must serve all eligible beneficiaries without
regard to religion. For example, an organization receiving HUD
funds may not restrict HUD-funded services to people of a
particular religion or religious denomination.

Faith-based organizations may receive HUD funds to acquire,
rehabilitate, or repair buildings and other real property, so
long as the funds only pay the percentage of the total cost
attributable to HUD activities. Faith-based organizations are
no longer required to form a separate, secular organization to
receive HUD funds for real property as they were under HUD’
s former regulations. However, HUD funds may not be used
to acquire or improve sanctuaries, chapels, and other rooms
that a HUD-funded congregation uses as its principal place of
worship.
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Finally, the new rule applies to state or local funds, if a state
or local government commingles its own funds with the HUD
funds covered by the rule.

The new rule is a significant step forward in the effort to
ensure that faith-based organizations have an equal opportunity in
federal programs. As a recipient of HUD formula funding, it is your
responsibility to ensure that this new rule is clearly communicated
and fully implemented. HUD will be issuing more comprehensive
departmental guidance in the near future to assist you in this endeavor.

Any employee who has managerial or operational responsibilities
for HUD formula funding should be familiar with the rule. All
applications, requests for proposals, guidance documents, handbooks,
and other materials published in conjunction with HUD formula
funding should comply with the rule. All language in contracts and
grant agreements should also comply with the rule.

We encourage you to be proactive in your outreach to faith-
based organizations that have not been traditional partners. In all of
your HUD-related documents, your inclusion of language similar to
that found in the new rule will be an important demonstration of your
commitment to the equal treatment of faith-based organizations.

HUD also expects truly broad outreach as part of the citizen
participation requirements in your Consolidated Planning process.
A wide array of community-based organizations —— faith-based and
secular, large and small ——should participate in the planning process
to ensure that HUD resources are best serving the community as a
whole. Transparency, openness, and inclusion are the hallmarks of an
effective Consolidated Plan.

We at HUD appreciate the good work that you do every day to
improve the lives of those in your communities. Your commitment to
low-income families and neighborhoods is evidence of the compassion
that makes America great.
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