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STATE OF NEW YORK

STATE TAX COMMISSION

In the Matter of the
. o f

The Jesus Revlvale,

Petttton

Inc. AFFIDAVIT OF MAILING

for Redeternlnaclon of Exenpt Organizatl.on
Statug under ArtlcLe(s) 28 & 29 of the Tax
Law.

State of New York :
s a .  :

County of Al,bany 3

DavLd Parchuck/Janet M. Snayl beLng duly sworn, depoaes and says that
he/ehe Ls an employee of the state Tax ComLasloo, that he/she le over 18 yaarg
of age, and that on the 26th day of September, 1986, he/she served the wl.thl.n
notice of Decislon by certlfled malL upon The Jeeus Revlvals, Inc. the
petLtloner ln the wlthlo proceedlng, bI encloslng a true copy Ehereof in a
seeurely sealed postpald rilrapper addreesed ag follows:

The Jeeus
Box 652
Watertohrn,

RevLvals, Inc.

NY 13601

and by deposltlng same encl-osed Ln a poetpald properly addreseed wrapper lo a
post offlce under the excluslve care and custody of the Unlted Statee Postal
Servlce withln the State of New York.

That deponent further says
hereln and that the address set
of the Pet l t ioner.

sworn to before ne thls
26th day of September, f986.

that the sald addressee {s the petltloner
forth on sald lrrapper le the l-aet known addreee

Authorized to adnlntster oat
pursuant to Tax Law sectlon L74



STATE OF NEW YORK

STATE TA)( COMMISSION

In the llatter of the
o f

The Jesus Revivals,

Petltl.on

Inc. AFFIDAVIT OF MAILING

for Redeterml.natLon of Exempt OtganLzatlon
Status under Artlcle(e) 28 e 29 of the Tax
Law.

State of New York :
g g .  :

County of Albany :

Davld Parchuck/Jenet M. Snay, belag duly sworn, deposes and says that
he/she Ls ao euployee of the State Tax ConmLsgloar that he/she le over 18 y€ars
of age, and that on the 26th day of September, 1986, he served the witht"n
notlce of Declslon by certlfled mall upon lLatthew J. Klyoe, the representatlv6
of the petitloner ln the wlthln proceeding, blr enclosing a true copy thereof 1o
a gecurely sealed postpald \ffapper addressed as follo\ils:

Matthew J. Klyne
Caeeyr Janas, Klynee t[ltche1L and Anerling
100 Stare  Sr .
Albaay, NY f2207

and by depositlng same encloeed ln a poetpald properly addreesed wrapper ln a
post office under the excluslve care aod custody of the Unlted Stateg Postal
Servlce wlthln the State of New York.

That deponent further says that the sald addreasee le the representatlve
of the petltloner hereln and that the address set forth on saLd wrapper ls the
l-ast known address of the representatlve of the petltloner.

Sworn to before me thls
26th d,ay of Septenber,  1986.

to adnlnl.ster oa
ptlrsuant co Tax Law sectton 174



STATE OF  NEW YORK
STATE TAX COMMISSION

ALBANY,  NEW YORK L2227

Septenber 26, f986

The Jesug Revivals, Inc.
Box 652
Watertown, NY 13601

Gentlemen:

Please take ootlce of the DecLslon of the State Tax Comlsslon enclosed
herewlth.

You have now exhausted your rlght of revlew at the adnlnlsgratlve level.
Pursuant to sectlon(s) 11.38 of the Tax Law, a proceedlng Ln court to revlew atr
adverse decLston by the State Tax Comigslon rnay be instl"tuced onLy under
ArtlcLe 78 of ghe Clvll Practl.ce Law and Rulesr and must be co"'-enced ln the
Supreme Court of the State of New York, Albany Couaclr wl.thln 4 noothe from the
date of thls not lce.

Ioqulrles concernLng the computatLon of tax due or refuod all-owed in accotrdance
wlth this declston oay be addressed to:

NYS Dept. Taxatl.on and Financa
Audlt Evaluatlon Bureau
Assessment Revlaw Unlt
BulLdlng #9, State Campue
Albanyr New York L2227
Phone # (518) 457-2086

Very trulY Yours,

STATE TN( COMMISSION

cc: Taxlng Bureauts Repreeeotatlve

Petl"tioner t s Representatlve:
!tratthew J. Klyoe
Caseyr Jaoas, Klynee Mitchell and Anerllng
100 State St.
Albany, NY 12207



STATE OF NEW YORK

STATE TN( COMMISSION

In the Matter of the Petltion
:

o f
: DECISION

THE JESUS RSVMLS, INC.

for Redeterninatlon of Exenpt Organlzation
Status under Artlcl-es 28 and 29 of the :
Tax Law.

Pet, l t ioner,  The Jesus Revlvals,  Inc.,  Box 652, Watertown, New York 13601,

flled a petltion for redetermination of exempt organization status under

Art ic les 28 and 29 of.  the Tax Law (Fl le No. 43411).

A hearlng was hel-d before James J. Morr is,  Jr. ,  Hearing Off lcer '  at  the

off ices of the State Tax Conmlssion, 207 Genesee Street,  Ut ica, New York on

Aprl- l  2,  1986 at 1:15 P.M. Pet i t ioner appeared by Caseyr Janas, Klyne, Mltchel l

and Amerllng (Matthew J. Klyne, Esq. of counsel). The Audit Dlvlslon appeared

by John P. Dugan, Esq. (Deborah J. Dwyer,  Esq.,  of  counsel) .

ISSUE

Whether the Audit Dlvlslon properLy denied petltlonerrs appLlcatlon for

exempt organization status.

FINDINGS OF FACT

1. On or about l larch 22, L982, petLt loner,  The Jesus Revivals,  Inc.r

submltted to the Audlt Divlsion an Appllcation for an Exempt Organizatioo

Certificate, seeklng exemptlon from sales and compensating use taxes under Tax

L a w  s e c t i o n  1 1 1 6 ( a )  ( 4 ) .

2.  By l -et ter dated March 4, 1983, the Audit  Divls lon denled pet i t lonerrs

appllcation. Denial followed many months of correspondence between petltl 'oner
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and the Audlt Dlvislon Lnvolving speclfic and detailed questlons and anewera

concerning petitionerts organizatlon and lts operatLonal methods.

3. The Audlt  DivLsLonrs let ter c l ted two grounds for Lts denial- .  First ,

status was denled because petitioner failed to meet the organlzational test for

exemptlon ln that its organizing document did not prohlbit dlstrlbutlon of lts

net earnings to the benefit of prlvate shareholders or lndlvlduaLs; dld not

prohibit the organizatlon fron engagtng ln proscrlbed polltlcal actlvity; and

did not dedicate the organizatLonfs assets upon dissolutlon solely to an exempt

purpose. Second, the Audit Divlslon determlned that petitlonerfs earnlngs

inured to the beneflt of an lndlvidual, Harold R. Rounds, and thus, petltloner

r,ras not operated excl-uslvel-y for an exempt purpose.

4. On March 24, 1981 petltioner was lncorporated as a Type B corporatlon

pursuant to sectlon 201 of the Not-for-Profit Corporatlon Law. Its prlnary

purpose as stated in lts articles of lncorporation is to ttpromotee develop and

establish a place of worship for Chrtstians seeklng to renew thelr falth ln

God, and to provide guidance and dlrection to anyone seeking splrltual counsel

and to provide a soclal- forum for the nutual benefit of church menbers.tt

5.  PetLt lonerfs nlnister,  Harot-d R. Rounds, and l ts assistant mlnister,

Lawrence llyde, are l-icensed through the Unlted Chrlstlan Internatlonal- Mlnlsterial

Foundation. Each has performed sacerdotal functlons lncluding baptisms,

funerals and narrlages. Petitioner conducts regular religious servlces and

bibl-e study classes. It offers televised correspondence courses on relLglous

subjects through the lJord of Falth in Dallas, Texas. Four to five Programs are

conducted by petitloner each week, and attendance varles from ten to trrenty

peopl-e. In addltlon, the mlnisters teach bible studles in a nearby prlson and

vislt l-ocal nurslng homes and hospitals. Mr. Rounds works approximateLy 25



-3-

hours weekly on behal-f of petitloner, and Mrs. Rounds works approxlmately 30

hours weekly. They receive no monetary compensation for thelr servlces. Mr.

Hyde works 40 hours weekl-y for whlch he receives $100.00 per week. In addltlon,

pet l t ionerts mlnister and assLstant minlster are provided wlth free houslng.

6. PrLor to its incorporation, Jesus Revival-s operated as an aseoclation

governed by a board of trustees consistlng of Harol-d R. Rounds, Karen Brown

(later l"Irs. Rounds) and Michael E. Henderson. At petltlonerts organlzatlonaL

meetlng, the trustees nere elected to pet i t ionerts board of dlrectors along

with Beryl Jane Henderson, Mr. Hendersonrs lrife. These lndlvlduals hold the

off lces of president,  v lce-president,  secretary-treasurer and asslstant secretary-

treasurer respectively. Petitlonerts onl-y votlng members are lte dl.rectors,

and thelr terms expire only upon resignation or dissol-utlon of the corporatlon.

To become a general member, an lndlvldual must partlcipate ln the organLzatlon

for nlne months, demonstrate an actl.ve lnterest in its programs and purposes

and be el-ected to membershlp by a najorLty of the board of dlrectors.

7. On August 19, 1980, Mr. Rounds and Mr. I lenderson, as trustees for

Jesus Revivals, acqulred tttle to certaln property for a purchase prlce of

approxlmately $15,000.00. The money for purchase of the property was provided

by the trustees. Although Mr. Rounds has lndlcated that this property ls now

owned by petltioner, there is no evldence Ln the record to establleh that tltLe

ever passed to petitloner at the time of or after lts lncorporatlon,

8. The property purchased by fhe trustees consists of a singLe acre of

l-and and a two hundred year old buildlng whlch prevLousl-y eerved as a hotel,

dancehall and bar. It had been vacant for a period of five t'o ten years and

required extensive renovation and repair to make Lt usabl-e as a church and

ltving space for petitionerfs mlnisters. Approxinately $30,000.00 was expended
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for thl-s purpose from the tlme of purchase through 1981. In order to pay for

the renovat ions, the trustees ut l l ized credlt  cards issued Ln Mr. Roundsfs

name.

9. At pet i t lonerts organizat ional meetlngr the board of dlrectors passed

a resolution requlrLng petitioner to make payments on four credit cards ln the

name of Harold R. Rounds which were used to pay for the renovations.

10. The church buildlng ls a large structure approximately one hundred

feet by one hundred feet. It includes an audltorium on the ground fLoor whlch

ls capable of holding four hundred people. The second floor consLste of two

apartments. One apartment, occupied by Mr. and Mrs. Rounds, contalns three

bedrooms, trdo baths, a kltchen and a llving room. The second apartment ls

occupied by the asslstant minLster and consists of three bedroons, a bath and a

comblnation J-ivLng room and kltchen. An additlonal roon exists whlch has been

used occaslonally to provide llving quarters to persons ln need of temporary

shelter. The occupants of the bulldlng do not pay rent or contrlbute dlrectly

to the maintenance of the bull-ding.

11. In response to a request from the Department of Taxatlon and Finance

(the ttDepartmentrr), petitloner subnitted tno statements of its recel.pts and

expenditures as foll-ows:

RECEIPTS

llembers Contrlbutions
Fund Ralslng

TOTAL

EXPENDITURES

Merchandise and
Auto Expense
Contrlbutions

L l r l 82 -s l15 l82

$13 ,111 .20
70 .50

13 ,  181  . 70

2 ,070 .01
1 ,191 .03

336.27

L I  L  I8L-L2 I  3L I  8L

$55,  180.  83

55  ,  180 .83

Materials

I  ,  102 .00



Advertising
EI-ectr ic
Heat
Insurance
Mlsc .
Off ice expenses
Postage
Repairs
Suppl-ies
Telephone
Travel-ing expenses
Well
Rubbish Removal
Renovatlng building
Legal expenses
Taxes

TOTAL EXPENDITURES

-5-

23r .72
r , 209  . 57
I  ,  968 .  05

287.24
416.45
232.60
13 .00

474 .96
35r .64
973.06
55 .87

2 ,865 .92
125 .50

2 ,L56 .33
2 ,954 .49
I  , 89  I  . 52

120 .85

6 ,L25 .L9
I  , 906 .6  I
1 ,618 .89

8L4.65
1 ,886  .  16

433 .50
29,522.32

700 .00
3 ,181 .84

$54 ,4L4 .35

as of  hy I 'L2 .

reported

ASSETS

Petitioner I s statement

to the Department is as

f i r z ,57L .L7

of assets and l labi l l t ies

f ol-lows:

1982 as

Cash on hand
Cash in bank
Offlce supplles and equlpment
Butlding
Land

TOTAL ASSETS

LIABILITIES

Accounts payable
Wickes
Citibank

Mortgage
Loans payable

St. Lawrence National Bank

36r .29
55 t .27

1  ,000 .00
15 ,000 .  00
2 ,000 .00

$18 ,912 .56

$  I  , 855 .  15
1  , 908 .82

00 .00

432.96

$4 ,  196 .  93TOTAL LIABILITIES

f3. Petltioner malntalns lts own bank account at Oneida Natlonal Bank, has

Sears and Roebuck credit card and has a llne of credit with Key Bank. Each
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of the members of the board of directors ls authorLzed to make depoeLte to and

nlthdrawals from petitlonerts account and to expend whatever sums are neceseary

to maintain petitlonerts routlne operations. Since Mr. and l.Irs. Ilenderson

reside ln Texas, as a practical matter, Mr. and Mrs. Rounds have control of all

expendltures and relmbursements.

14. The church bulldtng has three separate electric meters, but onLy one

b111 ls recelved addressed to Harold Rounds and the Jesus RevivaLs. The church

maintalns its own telephone under the name Wtrich Way In Coffeehouse (a planned

activLty which has not yet matertalized) c/o Mr. Harold Rounds. Mr. Roundg

owns a 1979 Mercury whLch is used to transport Lndivlduals to and from petltionerfs

servLces and to provl.de transportatlon for Mr. Rounds and Mr. llyde ln carrylng

out their ministerlal- duties. The vehlcle Ls drl.ven approxlmateLy 150 mllee

per week, and petitloner pays for all maintenance and repalr. Mr. and ltfrs.

Rounds onn a separate vehicle for theLr personal use.

15. PetLtloner provLdes goods, services and monetary funds to persong

deemed to be ln need. The expendlture of such funds must be approved by two

members of the board of directors. Petitloner submitted to the Department a

list of flfteen such donations made prlor to JuLy 1982, but no canceled checks

or other evidence of sums expended was provided.

16. Financlal support for petitioner comes fron tlthes and reguLar donations

by church members and offerings from other Lnterested persons. In Lts proJected

budget for the years 1982 through 1986, petitioner estlmated monthly donatLons

of approxlnately $2,000.00 fron Mr. and Mrs. Henderson, $100.00 fron Mr. and

Mrs. Rounds and $100.00 fron offerLngs made durlng church servlces.

17. On March 4, 1983, petltioner filed an amended certtflcate of lncorporatl-on

wlth the Secretary of State whlch provides: (a) that no part of lts net earnlngs
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shall inure to the beneflt of any member, trustee, director, offlcer or any

prlvate indivldual (except that reasonable compensation may be paid for services

rendered to the corporatlon); (b) that no substantial part of Lts actlvlties

shal-l be carrying on propaganda or otherwise attenptlng to lnfluence leglslatlon

(except as provlded ln Internal Revenue Code sect lon 501[h]) '  or partLclpat ing

or intervening ln any pol-ltical canpaign; and (c) that in the event of dl.esolutlon'

al-l of its assets remaining after necessary expenses shall be distrlbuted to an

organlzation exempt under Code section 501(c)(3) or to the federal government

or state or 1ocal government for a public purpose.

18. On June 30, 1983, the Internal Revenue Servlce granted petLtloner

exemptlon from federal  l .ncome tax under Code sectton 501(c)(3).

CONCLUSIONS OF LAW

A. That sectLon 1116(a)(4) of rhe Tax Law, in pert inent part ,  provLdes

for exemptlon from sales and use tax for " [a]ny corporat lon.. . ,  organlzed and

operated excl-usively for rel ig ious, charl table, scient i f icr . . .or educat lonal

purposesr. . .  rro part  of  the net earnLngs of which l -nures to the benefLt of  any

prlvate sharehol-der or indlvidual-...rf. An organizatl.on ls organlzed excluslvely

for one or more exempt purposes only if its organlzLng documents llnlt the

purposes of such organLzation to one or more exempt purposes and do not expressly

empolrer the organizatlon to partlcipater other than as an lnsubstantlal- part of

its actlvlt,ies, ln actlvttles whlch ln themselves are not Ln furtherance of one

or more exempt purposes (20 NYCRR 529. '7tcl t l l ) .  An organlzat lon is regarded as

being operated excluslvely for an exempt purpose onJ-y lf almost al-l of lts

act lv i t ies accomplish one or more exempt purposes (20 NYCRR 529.7 tdl t2l) .  I f

an organlzatlont s net earni.ngs l.nure l-n whoLe or part to the benef l-t of prlvate

shareholders or lndividuals, lt wllL not be consldered to be operated excluslvely
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for an exempt purpose. Furthermore, slnce ttno partt' of the net earnlngs of an

organizatlon may inure to the benefit of a prlvate shareholder or lndividual

(Tax Law $1116ta] tal)  t t re amount or extent of such inurement or benef i t  18 not

determlnat ive (see Unltary Misslon Church v. Conm., 74 T.C. 507).

B. That an otganirzatl.on whlch applLes for tax exemption has the burden of

proving that lt meets each of the requirements of the statute' including proof

that no part of its assets or net earnings lnures to the beneflt of any prlvate

lndlviduals (20 NYCRR 529.I t j l t2 l) .  An exemptlon granted to an organizatLon

under section 501(c) of the Internal Revenue Code does not automattcal-I-y exemPt

the  organ lza t ion  under  sec tLon 1116(a)  o f  the  Tax  Law (20  NYCRR 529.2 t j l t l l ) .

C. That petitionerrs certlficate of Lncorporatlon, as amended on llarch 4'

1983, sufficiently clrcumscrlbes lts actlvitles so as to sattsfy the organizatlonal

test. Ilowever, petltloner falled to show that it has not vlolated the prohlbitlon

against the lnurement of net earnlngs to the benefit of lndivlduaLs. Although

control of flnanciaL declsions by lndLvlduals who appear to benefit personally

from certain expendltures does not necessarily lndlcate inurement to the

benefit of those indLvidualsr that fact coupled with fallure to establlsh the

approprlateness of the organizatlonrs expenses ls sufficlent to deny exemptlon

(Unltary Missl .on Church v. Coun.,  74 T.C. 507).  The record establ-Lshes that Mr.

and l*lrs. Rounds had the ablltty to dictate the churchrs Programs, prePare its

budget and spend its funds wlth 1lttle or no dlrectton from the other directors

or the church membership. Approximately sl-xty-fLve Percent of petttlonerts

annual expenditures nere used to pay for utll lties, maintenance and repair of

the church bullding which lncluded Mr. and l"[rs. Roundrs apartment. Moreoverr

petltioner paid completeLy for maintenance of a vehlcle owned by Mr. Rounds.

An organization may lncur ordinary and necessary exPenses lncluding palment of
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salarles or other forms of compensation without violatLng the prohibition

against inurenent to the beneflt of lndivlduals (St. Gernain lqqndation v.

Comm.r  26  T .C.648) .  But  here ,  pe t l t ioner  fa l led  to  show tha t  i t  ma ln ta lned a

clear ltne of demarcation between tts own acttvlties and the personal expendltures

of Mr. and Mrs. Rounds. There was no evldence to demonstrate the crlterla

utiLlzed by petitloner to determlne the reasonableness of lts expendLturea or

the relatlon-shlp between compensatlon provlded and services rendered. Furthermore,

at the tine of lts lncorporation, petltioner fornally aesumed certatn debts of

Ilarold R. Rounds assoclated with the renovatl.on of the church buLldlng, but

there is no evidence to establish that petitioner assumed legal ownershlp of

the church property at the same time (Finding of Fact rrTrr). Under the clrcumatancea'

it cannot be sald that no part of the earnlngs of petltloner lnures to the

beneflt of lndl-vlduaLs (cf. Church of the Transfigurl.ng Splrlt, Inc. v. Coqm.r

76 T.C. 1; Bubbl lng l , Iel- l -  Church of Love v. Com., 74 T.C.531; $!!ggx-s!gg

lhurch  v .  Connn.  ,  74  T .C.  507) .

D. That the pet l t lon of

DATED: Albany, New York

sEP g 61986

The Jesus Revivals,  Inc. ls denled.

STATE TAX COMMISSION

PRESIDENT
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