DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, D.C. 20224

Employer Identification Number: GIERENENED

Dear Applicant:

Wa have considered your application for recognition of exemption from federal income tax under
section 501{a) of the Internal Ravenue Code as an arganization described in section 501(c)(3). Based
on the infarmation submitted, we have concluded that you do not qualify for exemption under that
gection. The basis for our conclusion is set forth below.

You were incorporated under the laws of WNEREGEGNGGENGNP on mwur
;-arposes as stated in your articles of incorporation are to:

To establish Christian, religious, and educational facilities; t promote Christian
religious worship, education and training; and to communicate the Gospel of Jesus
Christ through a mlniatry of prmchlng and mdung bv the spoken and written word;
and

To carry out programs, activities and endeavors for religious purposes within the
meaning of section 501(c) (3) of the Internal Revenua Code of 1986, as amended, or

any corresponding provision of a syccassor stawte,
To camry out your purposas you propose to conduct tha following activities:

a. Communication Media Ministry. Bible centered,Christian principles will be fostered
thvough effective communication media. This ministry will develop computer technology
and communications chammels for purposes of disseminating the Word of God. it the
organization’s purpose, via computer technology and the internet, to reach all pecpla
groups throughout the world. Technalogy is being developed to send out the Bible,
Biblical rasources, and other key christian Eerature in the native language of the
country to which it is being sent. This will anable development of interactive
discipleship and missionary software training and support. The organization will
encourage Christian befievers, reach out to nonbelievers, and help build Christian

churches and schaols throughout the world.




b. GANEREEEENW, The organization plans © sall stones engraved with scripture, a
unique way of bringing God’s word into homes, offices, and people’s hearts. The
stones come directly from tha hills in and around Jerusalem. On the back of each stone
the recipient is told of its origin and is reminded to pray for the peace of Jerusalem.
Currently, this activity accounts for 90% of the time and affort of the organization.

c. USSR The organization plans 10 make other engraved itoms [which] wil
be made available through a catalog. Each catalog will presant a wide assortment of
items for tha home and office, inscribad with God’s word with the ministry of hope and
encouragement. This catalog wilt be set up on the intemet. B

You also state that the organization may, in the future, pay compensation to WIEIEEREND

its President, for raimbursemant of his expensas connectad with the operation of the organization. Such .

payments will not include housing allowances. car allowances or personal living expenses. Currenty
hdevotes 100% of hig time to his pusition with the organization without compensation. He
is not employed outside the organization. As prasident of the organization, he will provide administrative
and management services, using the skills acquired from twenty-five years of retail management.

The stones wilt be purchased from a decorative stone manufacturer in Jsrael at a cost that
includes the cost of the raw stone, plus the cost 10 engrave, paint and polish the stone. You will then
offer the stones for sale at a price which not only covers the cost of the product, but includes an
amount which Is used exclusivety for the religious activitias of the organization.

You stata that your axempt purposas cannot be carried on without adequate. funding and the
sale of the stones (along with donations from supporters of the organization) will allow the orgahization

10 develop its ministry.
You state that you will use the World Wide Web in your efforts to spread the good news of

Jesus Christ, Your financial suppart will come from gifts and the sale of religious materials. ... .. ...

Section 501{c}(3) of the Code provides for the exemgtion of arganizations organized and
operated exclusively for “religious” purposes.

Organizations which are “advancing raligion™ within the meaning of section 1.501{cHI-1HAH2)
of the Income Tax Regulations may also be recognized as exempt under section §01(c)(3) as charitable
organizations. B

Section 1.604(c)3)-1{e)(1) of the regulations provides that an organization may meet the
raquiraments of section §01(c)(3), although it operates a trade or business as a substantal part of its
activities, if the operation of such trade or business is in furtherance of the organization’s exempt
purpose of purposes and if the organization Is not organized or operated for the primary purpose of
carrying on an unrelated trade of pusiness, as defined in section 513 of the Code. This section further
provides that an organization which is organized and operated for tha primary purposa of carrying on
an unrelated trade or business is not exempt undar section 501(c)(3) even though it has certain religious
purposss, its property is held in common, and its profits do not inure to the benefit of individual

members of the organization.




Section 511(a) of the Code imposes a tax on the unrelated business taxable income of certain
rganizations which ara atherwise éxempt from tax under section 501(a) of the Code, which is derived
irom any unrelated trade or business ragularly carried an by such organizations.

~ Section 513(a) of the Code defines “unrelated trade or business" as any trade or business the
zonduct of which is not substantially relateéd (aside from the need of such organization for income or
tunds or the use it makes of the profits derived) to the axercise or performance by such organization
of its charitable, educational or other purpose or function constituting the basis for its exemption under
section 501, with certain exceptions not here' relevant. It further provides that the term “trade or
business” has the same meaning it has in saction 162, and generally includes any activity carried on

for the production of incoma from the sale of goods or tha performance of services.

Saction 1.513-1(a) of the regulations states, in part, that the income of an exempt organization
i subject to the tax imposad by gection 511 of the Code if three conditions are present with respect
® such income: (1) tha incame must be from a wade or business, (2) the trade or business must be
regularly carried on by the arganization, and (3} the trade or business is not substantially related (aside
from the need of the organization for income or funds or the use it makas of the profits derivad) to the
exercise or performance by the organization of the purpose or function which constitutes the basis for

its exemption from tax.

Section 1.513-1(b) of the regulations provides that the term "trade or business" has the same
rmeaning it has in section 162, and generally includes any activity carried on for the production of
income from the sale of goods or performance of services. It is further provided that activities of
producing or distributing goods or performing sesvices from which a particular amount of gross income
& derived do not lose identify a3 a trade or business merely because they are carried on within a larger
complex of other endeavors which may, or may not. be related o the exempt purpose of the
organization.

Section 1.513-1(d)(1) of thi reguistions provides that gross income derives from “unrelated
«rade or business,” within the meaning of section 513(a}, if the conduct of the trade or business which
produces the income is not substantially related (other than through the production of funds) to the
purposes for which exemption is granted. The presence of this requirement necessitates an
axamingtion of the relationship between the businass activities which generate the particular income

in question~the activitles, that is, of producing or distributing the goods or parforming the services '

involved—and the accomplishment of the organization’s sxempt purposes.

Section 1.513-1(d)(2) of the regulations provides that trada o¢ business is *relatad” to exempt
purposes, in the relevant sense, only where the conduct of the business activities has causal
ralationship to the achievement of exempt purposes {other than through the production of income); and
it 1s ‘substantially related,’ for purpases of section 513, only it tha causal reladonship is a substantial
one. Thus, for the conduct of trade or business from which a partcular amount of gross incoma is
derived to be substantially reiated to purposes for which exemption is granted, the production or
distribution of the goods or the performance of the services from which the gross income is derived
must contribute impartanty to the accomplishment of those purposes. Where the production or
disuibution of the goods or the performance of the services doas not contribute inportanty to the
accomplishment of the exempt purposes of an organization, the incoma from the sals of the goods or
the performance of the services does not derive from the conduct of related trade or businass. Whether




activities productive of gross income contributs importamtly to the accomplishment of any purpose for
which an organization is granted examption depends In each case upon the facts and circumstances
involved.

. An organization is not operated exclusively for charitablq purposas, and thus will not qualify for
sxemption under section 501(c)3, if it has a single non-charitable purposa that is substantial in nature.
This is true regardiess of the number or importance of the organization’s charitable purposas. Better
;,ualnﬁs__am_y‘.umgd_&:ams, 326 U.S. 278 (1945); ]
£ommiseionaer, 324 F.2d 633 (8th Cir. 1963), aft'g. 39 T.C. 93 (1962), Cert, denied, 376 U.S. 969
£1964).

In the legislative history of the Tax Raform Act of 1969, the Commitise stated that “In tha case
of churches, the Committes intends that the term unrelated business income does not includa the
operation and maintanance of cometeries, the conduct of charitable institutions, the sale of religious
articles and the printing, distribution and sale of raligious pamphlets, wracts, calendars, papers, books
arg magazines with a substantial religious content (gven mough tha document might contain a small
amaount of advertising), so long as thesae activities are carried an in connection with tha church. The use
of the limiting phrasa "as long as these activities are carried on in connaction with the church” evinces

a legislativa intent that the production of certain goods is substantially related as long as the goods

have some special refigious significance ta the church that producos them.
{S. Rap. No. 31-652, 91st Cong., 1st Sess. 71 (1969).]

In Rev. Rul, 73-105, 1973-1 C.B. 264, it was held that the sale of scientific books and city
souvenirs by a museum of folk art exempt from tax under section 501(c}(3) of the Code constituted
unrelatad trade or business evén though other items sold In the museum shop were related to its

«xampt function. This ruling suggested considering separately each itam sold by the museum shap to

determine the item’s relatedness to the museum’s oxempt function of enhancing the public’s
uaderstanding and appraciation of art. The ruling noted that scientific books and souvenir itams relating

" the city where the museum was locatad had no causal relationship to ait or to artistic éndeavoiang, =

herefara, tha.sale of those items did not conuibute importanty to the accomplishments of the
museum’s exempt educational purpose. The fact that some of thesa items could, in a different context,
isave been held related to the exempt educational purposs of some other exempt educational
wiganization did not change the conclusion that, in this context, they did not contribute to the
accomplishment of this arganization’s exempt educational purpose. :

In order to qualify for exemption under section 501(c)(3) of the Code, you must estabiish that
you are arganized and operated exclusively for religious, charitable, ar educationsl purposes and that
no part of your net earnings inure 10 the benefit of a private individual or shareholder.

: The import and re-sale of GHNNNINNP is not per se substantally relatad to any exempt

function within the meaning of section 613{a) of the Code. The production and sale of religious ans
nnd crafts, vestmems, and aitar furmishings may be substandally related to a religious purpose if the
tems produced and sold have some special religious significance to the church that produced them.
Your sale of these items, Intended primarily for home and office use, by mail order, over the intermet,
or otherwise does nat, in this context, establish a causal relanonship with such a religious purpase.
See, Rev. Rul. 73-105 cited above.




You have failad to establish that your primary activity, the import and re-sale of GEERERGSGEGNGE=R,
and mail order sales of other religious materials through your catalog and on the Intemet is other than
sn ordinary trade or business regularly cartied on for the production of income and substantially
unrelated to any exclusively refigious, educational, or otherwise charitable purpose within the meaning
of section 501{cK3) of the Code. You have stated that one purpose. of this activity, which consumes
90 percent of your time and effort, is to produce the. income needed to conduct your other activities
consisting primarily of developing computer technology and communications channels for imternet
dissamination of the Bibla, Biblical resources, and other kay Christian literature, and acquiring and
reselling the SR The only causal relationship between your non-religious business activities
and your other purported axempt functions is that the business activities will praduce income that is
needed in order to conduct your other activities, Section §13(a) of the Code provides that the business
activity must be substantially related aside from the need of the organization for income or funds or the
JsQ it makas of the profits derived. ,

Because your primary activity, the sale of the WGP, and other materials from your
catalog on the Internet is a non-charitable purpose that is substantial in nature, and you have failed to
wstablish that your activities are otherwisa axclusivaly refigious, charitable or educational in nature, you

~tjo not qualify for exemption as an organization described in section 801(c}(3) of the Code. See, Batter

‘Business Bureay, cited above. ,

You must file federal incomse tax returna. '

Contributions to you ara not deductible under section 170 of the Code.

You have the right to protest this ruling if you believe it is incon’BCt.ATo protest, you should
submit a statement of your views to this office, with a full explanation of your reasoning. This

statement, signed by one of your afficers, must be submittad within 30 days from the data of this
letter. You also have a right to a conference in this office after your statement is submitted. You must

request the confaranca, if you want dha, when you fila your protest statement. If you are to be

rpresented by someoane who is not one of your officers; that person will need to fila a proper pawer
of attomey and otherwise quafify under our Conference and Practices Requirements.

If you da not protest this ruling in a timely mannar, it will ba considered by tha Internal Revenue
Service as a fallure 1o exhaust available administrative remedies. Section 7428(h)(2) of the Code
provides, in part, that a declaratory judgement or decree under this section shall not be issued in-any
proceeding unless the Tax Court, the United States Court of Federal Claims, or tha District Court of the

nited States for the District of Columbia determines that the organization involved has exhausted

-» Jwninistrativa remadies available to it within the Intarnal Revenue Service.

: i we do not hear from you within 30 days, this ruling will become final and a copy will be
‘orwarded to the Dhio EP/RD key district offica. Thereafter, any questions about your federal income
tax status should be directed to that office, either by calling 877-829-5500 (a toll free number} ar
sending correspondence to: Intemal Ravenue Servics, EP/EQ Customer Service, P.O. Box 2508,
Cincinnati, OH 45201. The appropriate State Officials will be notified of this action In accordance with

Code section 6104(cl.




When sending additional letters to us with respect to this case, you will expedite thelr receipt
iy using the following address: ’ ’

Internal Revenue Service

SENRMNEEP OF:E£:E0:T:3 Rm. 8133

1111 Constitution Ave, N.W.
Washington, D.C. 20224

it you have any questions, please contact the person whose name and telephone number are
shown in the heading of this letter. -

Sincerely,

(signed) Robett © Hasper, Jo

Robert C. Harper, Jr.
Chief, Exempt Qrganizations
Technical Branch 3

ara o taomm =

? K/‘/dz:./ .

m—o-,:.;—u e P " 7: 2 21,
Sorngrs e 4
Oate i J2 93 o)y | M4 R
? I. n‘l 4 Famartmant Al the Trarsurviinternal Revenuo Sarvics

(A




