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- . Mr. William Grommet R Date : Decemper 17, 1979
From :  ¥en McHanigal
Subject: Welfare Exemption - Religious Bookstores and

Sales of Religious Materials

This is in response to your request that we review
the availability of the welfare exemption to organizations
operating religious bookstorgs and selling relicious materials.
Of concern 1s tnhne avaiiabiilty of the exemption to tne
organizations' bookstore properties.

Having reviewed the letters in your VWelfare: Books,
Tapes, Records Sales file, the_ February 3, 1978, letter from
Knovles to lance confirms the avallability of tne exemption
Lo_sucn organizations and serves as a oasis Ior subseguent
letters on the subject. In brief, organizations operating
religious bookstores and selling religious materials in
furtherance of their religious purposes and activities, to
strengthen the religious convictions of members and to make
cenverts of nonmemoers, are eiigiole for the exemption,
assuming that Littile or TO oroice rasults from the sales.
Experiencing an operating surplus, however, will not be
disqualifying if such is not the purpose of the sales.

' Other letters to this effect are the September 20,
1976, letter from Shedd to Nichols Law Corporation, the
sLLOW October 27, 1976, letter from Milam to Sitkin, and the May
16, 1977, memorandum from Shedd to Vvou.

. !
Conversely, organizations operating religious
bookstores and selling religious materials in order to
oroduce revenues are not eligible for the exemption. In
this regard, see the February 3, 1976, memorandum from Williams
to_you and the June 18, 1976, and September 7, 1976, letters
PENY from villiams to Detrick. Other letters to this effect are
the Juiy 2, 1970, memorandum from Milam to Price, the September
3, 1976, letter from me to Cearnal, the Octooer 27, 1976,
letter from Milam to Sitkin, and the July 13, 1979, memorandum
from me to Walton.
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As you are aware, these results follow from
several court decisions, primarily, Cedars of Lebanon
Hospital v. Countv of Los Ancsles, 35 Cal. 2d 729, and
St. Germain Foundation V. countv of Siskivou, 212 Cal. Apo.
2d 911, whican are rererred to in the letters and memoranda.
The same considerations are pertinent in instances in which
organizations are preparing and producing ralicious radip
and/or television Arocrars or raiigious_tavnes for distribution.
long as the distripbutions are in furtherances of the
organizations' religious purposes and activities and are
ot fund-raising activities, the organizations' properties
Usead 10 the aictributions are eligible for the exemption.

Hopefully, this will enable you to review the
claims of the 50 or so organizations known to you which are
selling religious materials. In the event that you wish to
discuss specific organizations and their claims, please let
us know.

We are feturning your file and your worksheet
herewith.

JKM{;r
Attachment

cec:s Mr, Gordon P, Adelman
Mr. Robert H. Gustafson
Legal Section
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Ken Mciant gal

Welfare E::emnticn - Spiritunal Courterfeits Project, IncCe
idlameda County

This is in resoonse to your request that we review
the Brojfect®s claim for ex tion for the 1979—80 fiscal
Year in lfg‘n.t of thae i—.ug-.zst 3, 1379, letter from its Addinis-
trator and in light of the availsbility of the exz=rtion to
orgardzations overating relicioug bookstores and salling
reiizicus paterizls,. fP.Lea.;e pote tag Lovemver 29, 1979,
letter frcm the Administrator also, and respond theretoe.)

The availzbility of the exemption in such instances
is the subject of z separate memorancu to yﬂu dated this same
dzte. Z. -:':Le“, it i3 concluded therain that bookctore
wwn ~igs of or;._:..a.::'m_ono sallinz reidi-dous paterizis_in
furtherznce of their ralisiopns wyrooses znd activities zrs
elicible for the exezption, tut that tookstore proverties es of
orgzrizations sellir-g religious materizls to nrodz.ce
ITevermues are note

The first question then is whether the Project's
purpeses and activities are religiouse Although core lnfor-
mation is, oo douot, available in this recard, the informatio
we now hzave indicates that the Progect‘s rurposes are
religicus:

le Per the Project's Articles, its p

murooses are to research tahe m.jmtual

Erouts active in AmeTica and TO CTitig ue vhem
bIbliczally; to rmake the information availsble
to Cuaristians t'nrouoh literature, cassette
taves, public speaking and cthier available
cb..nn_'LS' and to coniront these groups with the
difference between their beliefs and the
gospel of Jesus Charista
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7. The Franciise Tax Board has characterized the
Project’ s purpose as religicus for purvoses
of Beverme and Taxation Code Section 23701d. .

A= t3 the Froject's activities, Section A3 of the
aim vrm Indicztes that its activitlies consist of resesrching
varions relisious grouns from a Christian perspective, publishe
iR7 apa ciscrzouting literaturs, raintalning research files
and litrzrvy, =ud ecucating Christians and others about current
religious trends in Vestern society.* ‘e would regard such
activities a5 relisiocus ipn patnre. While the prerdse from
which the Projcct proceeds and the manner in which it
proceeds zre =ztyvical, the Project 1s attexpting to expouse

" and promte Christiznity. '

' The next cuestion is vhether the Project's csales.
of leaflets, bocoklets and tares are in furthsrance or its
relicicus vurcoses and activities.** Precumably they are,
ailthougs we amparently haven't seen any or the leafiets,
‘etce (ris is another area for further inquiry.)

Proceedins from the nremdse that the Project's
s2les sre in furtherznce of its reiisious turposes and
activities, thz last cuestion is what. if any, profit
results from the sales, According to the duvzust 3, 1975,
letter, the Project brcaks even in its publishing and selling
of the leaflets, etc., and the salegs do not do ruch to supoort
ths opersvionx of the Projeect as 3 whole. According to the
Fraject’s Income Statement for the year ending October 31,
197¢, $32,1L5.34 was reccived from ssies of literature
vhile exzenditures for nrinting were 334,3L44.93 and expenditures
for zostage were $20,811.49. Of course, portions of the
expanditures are attributabls to the nerslettars and other
rzcpenses, so it is unclear just what portions thereof are
directly relzted to salese. 2'I'his is another area for further
incuiry,) A

* Cecticn 43 &lso indicates that the Proiect opnoses govern-
cent furding of reli-dcus rrcuns rasqueracing as sccular
insTitutions, cut no exammies are given. Procumsbly, vhatever
this mizht encc—pass does not run afcul of the Froject's
article 11(b) -saich orovides that no substantial part of the
Project's activities shall consist of carrying on proracanda,
or otheridse attermmting to influznce le—islaticn. Further
incuiry should be rmade in this regard, however.

*%* These sales zre in addition to resconses to mumerous
requests for inforzmation and to the informational newsletters,
all rrovided frze of charge according to the August 3, iv79,
letter,
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. FI=mally, according to the AL,a.ZS" 3, 1979, letter,
the sales occur at a location other than that for. x.h;cb the
exermTION 15 Claltody (LS 1S W TRAr arsd Ior Iarto
mes to be the case, the Project's sales
would not preciude it from receiving the exccption cn the
propverty for which the execmntion is~ clairad. even if the

‘Project cade such sales to producas rovemiase. This also

aszuxes that the saiss are in ﬂrt:ner:_nca of the Proiect'sa
reli—icus purposes and activities, noever, and that the
Project Is T ocoosing goverzmant funding of relizious
grouns in a m3anner which. Twould preclude it from rece_nnc;
the exerpticon at all.




