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ABSTRACT 

This oP.~er will investi~ate that, contrary to oonular 

bel1e f , the Church is a thriv1ng bu~ines~ wh1ch uses it~ tax 

s t at u s to enhance its orofit tT'akine: oosition. An attetrot 

will b e m~de to ~how th~t the Church has become so immersed 

in ~a te r 5ali ~tlc endeRvor~, they are its nr1mary function. 

ThR finding s exoected, ~re the answer~ to the question~: 

(1) Ar e some re11 g iou~ organizations edministered ethically 

and e f ficiently and (2) Are their financial holdings ben~fit-

1.ng th e comrr,unity? 

Conclusions will be drawn as to how the Organized Church 

is acquiring enormous financial bo1dings and how these mone

tary holding s are administered. 

vi 



INTRODUCTION 

The religious community in America is much richer than 

any c ounteroBrt Jn recent history. It i~ richer than even 

most ecclesiest1cal le~ders 1n thi! country are w1111n~ to 

concedeo American orf~nized religion h~~ become ~n economic 

behewoth whinh has essu~~d the cbaracteri~tic! of a busines!. 

More than wost devout ~~r1shioners will ~llow t~e~selve~ to 

ad~5t, t~e organized religions ere emulating the coroorate

oriented ad~in1strattve, financial, ana oublic relation! 

objectives of the m~rketplace. 

Before going any further, the author would like to consider 

some of the more conventional indexes of organized religion!' 

financial power. As of the 1960 census, the Govermnent reports, 

there were about 320,000 church parishes in the United State~ 

or, corrected fore popul~tion of some 200 million and for 

new churches comr leted, one for approximately every 600 Ameri

cans. Every year, the Nation~l Council of Churches of Christ 

1n the Unit~d StPtes calculates, these oari~hes g~ther about 

~5 b1llion-enorox1mately half of all oh11~nthronic p,v1n~ in 

thi! conntry-s.nd they inve~t more tr.en il billion in n~w f~

~1} it5~s. According toe ~tuny snonsored by the Americans 

TJni ted f'o:r SeoarBtion of Church and State, ''these :re11 rtous 

vli 



organization visible assets, land and buildings of all kinds, 

now have a value of at least $79.5 billion; almost double the 

combined assets of the country's five largest industrial cor-

oora ti.ens." 
1 

A large portion of the above figure is said to be held by 

the Roman Catholic Church, annroximately ~4~.5 billion. These 

esttmates have not been challenged. A Catholic priest, the 

Reverend Richard Ginder, writing in the Roman Catholic uubli-

1 cat ion OUR S'lTNDAY VISITOR, sa 1.d: 

"The Catholic Church ir.ust be the biggest corporation in 
the United State~. We have a branch office in almost every 
neighborhood. Our assets and real estate holdings must ex
ceed those of Standard 011, AT ~T, and the U.S. Steel combined. 
Our roster of dues-paying members must be second only to the 
tax rolls of the United S.tates Government." 

Denorntnational pension and retirement funds invested in 

stocks, bonds, and mortgages total more than $2 billion. 

Churches' consumntion of materials and services, both for 

growing parish plants and for church- owned educational and 

welfare facilities, is enormous. The Roman Catholic arch

diocese of New York C1.ty reportedly spent $17 billion on goods 

and services in a recent year. 

In America, b1gness of olant and payroll are ne1t~er 1nap

pro9riate nor ind1cat1.ve o-r mater1.altstic cotr."'.1ulsions. It is 

1church Wealth and Business Income, Martin A. Larson 
(New York: Philosonhical library, 1965) 

viii 
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only with a closer analysis that one can begin to comprehend 

how organized relig ion has changed from the humbler period 

of the con;munity parson and the small-town "meeting house." 

ix 

I 

I 
• I 
I 



1 

CHAPTER l 

Church Holdings 

Today, the parish norm for American Protestants, Roman 

Catholics, and Jews alike is indeed the upholstered and in 

many instances, the air-conditioned pew. Very few sophisti

cated church trustees regard their parishes adequately ap

point ed if limited to a church sanctuary, sunday school rooms, 

and a parsonage. The fashionable parishes have at leaBt a 

Christian education winp:, a banquet and recreation complex, 

an au.x i.liary chapel, multiole parsonafleS for its multi.tr.ember 

mini sterial staff, one or more hard surfaced parking lots, 

a vehicle rleet, and a woods-and-water recreation ca~p. 

The physical plant of a Baotist church in Dallas, 1n 

addition to a sanctuary for worsh1n, includes a seven-story 

parking and recreation building with skatin~ rink, a gyrr, and 

four bowling lanes. In perhaps the ultimate manifestation 

of this phenomenon, a Protestant complex in West Palm Beach, 

Florida, known as Bibletown, U.S.A., consists of a 2,500 seat 

auditorium, two education buildings, employee quarters, park

ing lots, a motel used for retreats, mass dining facilities, 

and 15 acres of recreatton area-including a swimming pool, 

tennis court, and shuffleboard courts. 

The holdings of church organizations are by no means 

limited to such benevolent undertakings as church sanctuaries, 
= = 
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parsonages, schools, and welfare organizations. The organized 

church have also taken a deep plunge 1nto profit-making busi

nesses. In Los Angeles, the Temple Baptist Church owns the 

Philharmonic Auditorium and office building; the Muskingum, 

Ohio, Presbytery operates a cement-block factory-based in 

Arizona; California's Christian Brothers are major winemakers 

and one or the country's leading producers of brandy; and a 

Southern California sect, the Self-Realization Fellowship, 

operates R chain of eateries featuring Mushroombur~ers. 

The Mormon Church in Utah includes a~ong its properties 

the Sa lt Lake City De~eret News; radio-TV station KSI; a de

partment store; more than 100,000 acres of farm-ranch land 

(mana ged through a holding company, Zion Securities Coroore

tion): and I ,eie Village in Honolulu. I had the opportunity 

to visit this resort while stationed in Honolulu. Large 

blocs of stock in Republic and National Steel corporations 

and in the Boeing, Lockheed, Curtiss-~right, and Douglas air

craft companies are held by the Roman Catholic Jesuits. In 

addition, the same order has a substantial interest in the 

immense DiG1.org1o Fruit Company, wh1.ch operated in Califor

nia, Florida, and Central America, and runs it own steamship 

fleet. 

The t300 mi.11 ion assets of the Knights of' Columbus-the 

Cstholic fraternal, insurance, and evangelizing grouo-include 

a steel-tube factory, several department stores, and the land 
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unrler Yankee Stadium i.n New York City. In Washington D.c., 

the entrenr~neur for the new Watergate Project, a ~70,000,000 

commercial redevelopement enterprise adjacent to the John F. 

Kennedy Center for the Performing Arts, is the Societa Gener

ale Immobiliare, a m~mrr.oth Itallan r~al estate company in 

wht ch the Vat1.c nn 1s the large~t shereholder. 

Boasting the most ecumenical portfolio of all 1s en Ohio 

Protestant P-rOuD known as the Cathedral of' Tommor'r'ow. Thi! 

groun w~s recently mentioned in the Minot Deily New!, Minot 

North Dakota. Their nrooerties include a shonning c~nter, an 

a~e~twent buil d ing , an electronics firm, a wire and plastic 

company, and the Real Form Girdle Company. 

Other somewhat smaller church organizations are becoming 

involved with profit producing venture!. The authors• church, 

the Church of God in Christ, Inc., has emong it~ holdings a 

hotel; a religious publishing house and book store; and a re

cently established travel agency. These are but! few examples 

of financial status posse~sed by the or~anizea church. 

Econo~ically, the orgs~ized church i~ one of the nation'~ 

mo~t vigorous growth industries, with a broadly bs~ed and ex

panding blue-chin oortrolio, no unton problem, ~n envi~ble 

tax status, ~nd 1mpre~ s ive 9trength in ~n area in which 

bus1.ness ~nP.lyst~ once rep:Brded it ns not onJy WE::ak but un

mot1.vated. Thi~ ar~~ was f1 nencisl mana~ement, once weak 

but no more. 



CHAPTER II 4 
The Church Tax Status 

One of the prim.ary questions that is asked is, "How heve 

churches becom.e so deeply immersed in materialistic endeavors?" 

The answer lies in the tax status that nave been granted 

to the church. This status goes back to the early Osirfan 

oriesthood 1n Fgynt who anually received tax-exempt revenue 

_amounting to one-third of the national income, and the Zoro

astrian and Mandaean pr~ests of Persia and the ore-Buddhist 

Brahmans in India enjoyed similar privileges. Under the Ro

man Emperor Constantine in the fourth century A.D., the 

church achieved even greater power and privileges than tr.e 

anci ents. 

All of the original American colonies,except Rhode Is

land,at first tried a pattern of government-established 

religion. In the Massachusett colony, an act of 1692 re~ 

quired every town to choose a minister by ma.1ority vote and 

to share in his support. When members of the Church of Eng

land protested against paying taxes to support other faiths, 

all professed members of the denomination were exempted from 

the general tax on public worship. The Quakers, whose re

ligion allowed them no minister, was also exempted from the 

ministerial tax. This established the orincinle of da~p

ing denominational struggles by ~rantin~ all religious 

grouos exemntions from taxes on property used for worship 
' 

and, by extension, from inco~e taxes. Contributions to 

-
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religious organizations also were made tax-exempt. 

Churches and religious groups, alone among nonprofit 

institutions, never have been required to file declarations 

of assets, income, or other financial dealings. Bond issues 

in the name of religious organizations are not nortrally re

qu i.red to undergo normal governmental scrut1 ny, unlel!ls sub

witted to securities agencies or of a ma~nitude and market

ing nattern that requires the Secur1t1es and Exchan~e Com

mission's or state authorities' : advance clearance. To avoid 

entanR: J ements in the comolex questions of' church snd state, 

courts and tax authorities have been timid in defining le

gimate religious activity and what constitutes a bonafide 

religion or religious group. 

By having thia favored economic position in a country 

of consistent economic and population growth, the organized 

church needed only two other elements to foster as accelera, 

tion in amassing wealth: (1) centralized management and (2) 

a motivation to exploit tax concessions to accelerate accu

mulation of assets. If a church is the owner of record, oro

fits are tax free whether or not the business is directly re

lated to the owner's primary mission, and whether or not the 

church staff directly manages the nrofft makinR enterpr1se. 

Caught in a growin~ tax squeeze, federal, state, and 

locsl off'1.cials ore becowing increasinp:ly concerned. Many 

church leaders are also troubled, not only because of an 

I 
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apparent unjustice inherent in the church's or1v11eged tax 

status, but also because of the emphasis on materialism that 

is now being fostered in the church. 



CEAPTER III 

Money or Reli~1on 

7 

In a country such as the United States of A~erfca, there 

1s noth"lng sinister about the accumulation of wealth by . in

dividuals or by enterprises chartered for the ourpose of mak

ing a pro~it. Wealth lawfully amassed symbolizes to some 

degree the successful functioning of the profit systemi for 

it is assumed that profits result only as consumer wants are 

satified with some efficiency in the marketplace. In the same 

sense, the accumulat1.on of property by nonprofit institutions 

may not only be legal but socially desirable, to the extent 

that such assets are obtained lawfully; are not in fact treat

ed as gifts; and further the purpose for which the nonorofit 

institution was established. 

Does the rapidly accumulating wealth of the organized 

church materially assist in the ournose for which it was ~rant

ed tax-exemot status? On the contrary, in examining history, 

theologians and historians of highest re~ute seem to concur 

that 1t is precisely in periods when the church has been ~ost 

successful materially that it has been least vigorous and in

fluential. 

Despite their wealth and pr i vileges, the churches today 

are scarcely in ascendancy, either in their social influence 

or in assuring a secure future. Church attendance has steadi

ly declined: on an average Sunday only a minority-45 percent

of the nation's adults attend a worship service. In travel

ing across the United 8tates earlier this year, it was dis-

Iii 

-
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covered that becau~e of low attendence, Sund~y night and Mid

week services were cancelled. In a recent copy of the Year

book of American Churche~, church mernber~hip enrollment ha~ 

~11poed to its lowe5t since World War II. For the fir!t time 

in recent year~, all of the nation'! 12 major religiou~ bodie!, 

Prote~t2nt, Rom~n c~tholic, Orthodox, and Jewi~h, experienced 

not only a relative decline in number of young p~oole enroll

ed in Sund~y ~chool end church, but An ~ctual numeric~l d~

cl ·lne 2s 1,.Tell. The ""crcent~ge of !em1.n~ry !tudent!!! in the 

ba~ic b 2chelor of divinity prograw le~d1ng to the mini!try al!o 

decl5ned. 

An est!~ated 70,000 con~regation~ are without reguler 

ua~tors; church~s continue to be nlsgued by r~~ignatton~ from 

the nerish mini~try, e~pecially in the under forty age range; 

and emotional breakdown~ among mini~ter! are a growing prob

lem. Some 10,000 Prote~tant minister~ ere receiving !Orne form 

of psychiatric c~re, according to one r.e?ort by the director 

o~ the Academy of Religion and Mentel Health, and the United 

Pre~byterian Church, ~mong other!, ha~ signed a contrect with 

the Menninger Clinic for diagno~tic ~ervice~ to mini!ter~. 

Gallup poll~ reve~l that -a~proximately half of tod~y'~ American~, 

1ncluding nearly two-thirds of its college ~tudent.!! believe 

that the churche! ere lo!!ing their influence on daily lire. 

"The e thi cEi 1.ly ori. ented Chri! tisn a one~r to be deterred 

r~ther then challenged by wh~t he find~ in ~hurch," Rodnev 



Stark and Charles Y. Glock report 1n American Piety: The 

Nature of' Religious Commitment. The more a man is com

mitted to ethicalism the less likely he is to contribute 

funds or participate in the life of the church. 

9 

A minister operates on two levels: the prophetic, or 

teaching and counseling level; and the corporate, or admini

strative level. Tension between these two levels is con

tinu€d, and despited rumblings of reform and sporadic social 

involvement by a courage minority, the corporate and ad

ministrative aspects of the ministry and denominational or

ganizations predominate. 

Jn a typical parish, the minister is not the permanent 

fixture; the con~regation is. Like a human organisw, its 

first rule is survival, and beyond that, security. There 

must be a building in which to meet, starr; inputs o~ new 

members, and provision for future needs. A minister may 

try to fight the System, but his success and career survi

val are measured on the corporate level by the degree to 

which he can help meet the goals of the parish. 

The minister is always under pressure to increase mem

bership, numbers signify success. He is also e~pected to 

build or renovate, building signifies progress. This re

quires money and consumes enormous energy. The supervisory 

time and energy of the minister must come at the expense of 

other goals. This increases the tension between the prophe

tic and corporate imperatives o~ the ministry, and it becomes 

. 
• 
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istin~ plant, oerbaps including a new organ, central air 

conditioning, new youth rooms, a chapel, and sizable off

street oarking; 6r (3) raising the money needed to complete 

sucb projects which were begun earlier on a stage-by-stage 

basis. 

In addition to capital fund drives, there are regular 

campaigns to meet the church's annual budget, plus drives to 

assist the capital needs of the parent denomination and 

denominational colleges or hospitals. It seems, whatever 

pari s h one joins, the major ongoing congregational activity 

probably will be fund-rais1ng, much of it for building or 

administrative expense of some sort. 

Because a slzable or growing church plant requires 

not only ~oney but management, one also will find the parish 

governmental board heavily populated with reoresentativeE of 

the town's business and urofessional com~unity. In less 

nrestigious parishes, though the community status of board 

members i.s lea~ imposing, the prlnc1.ple is the same: enlist 

a heavy representation of members who have attained the 

greatest career suces~ and, therefore, have have acquired 

nragmatic judgment and experience. 

Wherever one moves, he will find that the role of the 

minister is fa i rly standardized. If it 1~ a Protestant 

church, the minister's tenure will in effect be at the suf

ferance of the aforementioned pari!h establishment. In such 

denominations as the Methodi~t and Roman Catholic Churches, 



advancement can be obtained only through parish apoo1.nt

ments b e stowed by one's euoer1ors. 

12 

In today's churches, one will ~ind two principal ways 

in which the ministe~ can unfailingly attract his superior's 

attention: (1) preside over a conspicuous gain or loss in 

members end parish income, or a major failure or succees in 

a building program; or (2) become involved in a congregational 

imbroglio, oerhaps due to "radical" theological ete.temente 

or involvement in social causes outside the church-especially 

civil rights or pacifism. 

If the minister comes to the attention of superiors in 

a favorable way-such as, through a large membership P-81.n or 

a successful bu1.lding program, he will become the talk of 

various minlsteri.al and lay conferences and be oromptly te.b

bed for pro~otion. If he gets into a situation where he ore

sides over a membership or income decline or become involved 

with a subject of controversy with hts congregation, he 

will be admonished by his superiors, in all good faith, and 

if his relations wtth his congregational e~tablishment appear 

irreconcilable, he will b~ transferred and probably in effect 

demoted. 

The minister of a local parish 1! much like the a store 

manager who belong to a large chain store operation. His 

career progre!sion depends on the number of customers that 

patronizes hi~ o~eration, how well the orominent oeople in 

the community accept~ him, and how well h1! !Uperiors know 

I 
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and like him. It is very hard for many devoted clergymen 

to ad~it, · but, the political red tape is as prevalent in the 

church today a! in the bu!ine!~ world. 

It may seem to ~any non-churchgoers that the organized 

church has become little ~ore then a Sunday morning admi

ration society banded together to socialize and rai!e mo-

ney to build a larger entity. The majority of church members 

today refuse to care about the erroding spiritual aspect of 

the church. How, then, can a minister rationalize devoting 

bis life to the organization which results~a superficial 

extension of society? 



CHAPTER IV 

Sources of Income 

Churches,~~ we know them, have many sources of income 

or revenue. These include the collection plate, t ithe~, !nd 

pledge s from faithful. There are also charge! for clergy 

services, contributions from the public, and busine~~ income, 

both nessive and ~ctive. The~e ere a few vi~~ble mean~ of 

income , but th ere are meny other sources. Wills end legacie~, 

for ex~rrol e , nrovide a regul~r lift to uari!h or denorrin~

t1on~1 inc ome. M~ny churche~ have tax-ex~mnt foundation! 

whos ~ busines~ is to solicit systematically for ler~e don~

tions e nd b e qu~st~. 

Mll ny cburches ~ctively and systematically !olicit will~. 

Catholic group~ regularly send letter~ to l~wyer! rerr.~nding 

them that e good c~tholic is exoected to put hi~ church in 

his will for 3t least 101 of the corpus. United community 

funds or chests are another typical ~ource of church revenue. 

Catholic~ Ch~rit1e~ of Denver, Colorado, e t 1.g million opera

tion, receives 57% of its income from th~ United Fund. 

Although bingo 1~ leg~l in only 11 states, the Ca tholic 

Church makes sub~tsntisl profits from it in all ~O. In New 

Jersey, where it is legal, churche~ ~nd their related or

g~ni zations re~lized ~ net orofit from thi~ !ource of ~2~.h 

m11110n in 1q67. ~..Jhen l\Tew York City poli.ce r~:tded the Church 

o~ the Mo~t ?rec1ou~ Blood ~nd c]osed down it~ roul~tt~ 

• 
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wheel~, Feth~r Doneld D'Irynolito, n~~tor, comol~ined that 

tbe crackdown had co~t his narieh t25,ooo. Many oari!he! 

net~ ~50,000 or more each year from bingo. A l~yman, Phillip 

Vlte11o, said that gambling h!d been going on at the Churche~ 

for 41 years without interference. 2 

Another sourc~ of income for the churche! 1~ governrnent

federal, stat, and rnunic1pal. The d1~tr1bution of fund~ to 

churches for the performBnce of antipoverty programs ha~ be

come 80 notable thet renort~ from the Office of Economic 

Opportun ity are sometimes referred to -'S "the p~ri~h list." 

In some c ommunie~, the di~tribution of antlpoverty fund! 1~ 

~imolv a routine bu~ine~~ in which the churche! get together 

and divide uo the federal melon. 

How irr.port~nt these government anttnoverty fund! can be 

to church budget~ ls illu~trated by the 11.st b~low of grants 

for church program3 in Chicago during the early ~eventie~: 

Romen Catholic ~1,040,377 

Episcopal Dioce~e 

First Presbyteri~n 

Gre~ter M.E. Church 

Greater St. John A.M.E. Church 

Ecumenicel Council 

Chicago Council on Religion and R~ce 

Total 

2The Ne~ York Tim~!, Seutember 25, 1Q6? 

34,285 

63,795 

J-i 9, 710 

59, 7? 9 

130,000 

201,no3 

~l, 57~, 71+9 

-• 

= 
• 
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CHAPTER V 

E~t1rnate~ of Church We~lth 

Much or the we~lth of c1ty church~~ come rrom o~~t ~ift~ 

of l~nd, endowments, ~nd v~riou~ beque~t~. The increa~e in 

the vs)ue, e~ne cia1ly of urb~n re~l e~tate, account~ for oart 

of th~ growing we~ltb. A ~ource, lncrea~!ing con~1.der~bly :In 

total figures, consist~ of annual gift~ by per~on~ or group~ 

to r eligi ou~ 1n~titution~. Giving for religiou! csu!e~ ~c

counte f or approximately 50 percent of all ~hilsnthropic 

giving. 3 It i~ estimated thet in the early ~eventie!, phi

lanthropic ~iving in the United State~ reached the figure 

of $13~57 billion. Of thi~ amount, about 48 percent, or 

$6.5 billion went to contributions for re11~1ou~ purpo~e~.4 

The~e figures olace~ the Church into the cat~~ory of the na

tion's leading indu~trie~. 

By comparl~on, for in~tence, the furniture indu~trv run~ 

about ~5.S billion annual income, leether ~2.5, milk ~5.5, 

mining i 6.~. The N8tion~l Council of Churche~ reoorted 

that forty-one Prote~tant churche~ in the United State~ 

l i s t ea cont rib u t lo n~ tote 11 ng $2 • 9 7 b 111 ion. 0 f th 1 ~ amount , 

19.55 percent wa~ devoted to benevolence~-home and foreign 

mi~sion~, relief, etc. -and 81.h5 percent wa~ devoted to local 

3An Economi~t' ~ View of Ph:f lanthro y, Fre.nk G. Dickin!on 
(New Yor : et one ure8u o conom c e!earch, 1962) 

J.~Gi ving GSA, PP• 3, 9 • 

-

• 
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congregational item~ and operetion~. Giving USA com~iled 

1.t~ ~tati~tic~ from data received from data received from 

government, religiou~, health, youth, civic group~, and a 

number of other~. Net included in thi~ income i! the great 

unca 1 c ula ted value of volunteer help. Fifty-four mi 11 ion 

people gave their time in varying a~ount! to charitable and 

other nonprofit organizat1on8-many people giving time to ~e

veral different group8. 

The churche~ have alway8 leaned heavily on volunt~er8, 

and still do, thouqh there ha.s been a lonp;-r,eld complaint th~t 

wealthy churche~ de~end ~ore an~ more on hired help. Por t~x 

ryurno~eg , neither contribution~ in the form of ner~on~l ~erv-

1ces of '1r0oerty, :t~ ca.lculeble or Bllowl!ble. Futhermore, the 

clerf!ym~n who accent~ an income 1.ower than he could obtain 

ln another re~nectable calling, becau8e be ryrefer8 to occupy 

h:tm~elf wlth work deemed to be of geater social value, al8o 

1! making a philanthropic contribution. An e~timate of total 

giving higher than the other wa~ made by the Survey Research 

Center of the Univer~ity or Michig~n in 1961. Based on a 

~tudy of almost 3,000 fareilie~, the Center concluded th8t 

Americ~n~ give over $17 billion annually to churches and to 

other cbaritie~. The director of the ~tudy, Jame~ N. Morgan, 

~ay~ "that the nverege Arneric~n f~mily giv~~ more than $300 

each ye~r."5 

Reference to contr1but1on~ to reli~ious institution~ 1~ 

Sincome end W~lf~r~ in th~ United States, J~me~ N. Morg~n 
(McG~~w-H111 Rook Comneny, Inc., 1962) 
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not 11m1ted, of course, to the tithe and the annual oledge 

and the collection nlate. Many churches or all denominations 

seek ana get lar~e gifts from wealthy member!. These p.ifts 

may be ,n the form of deeds to real prooerty, industrial 

stocks, and various sorts of bonds. Sometimes the g1 fts colT'e 

in the form of w1lls and bequests. The annesl ~ay be a 

serious and sincere call uoon the faithful to use their word

ly goods to promote the cause of religion or the church, or to 

serve the need of those who come after them. An ended bonus 

thrown in may be a great tax advantage to the individual donor 

to be enjoyed while he lives. 

! 
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CHAPTER 1_r I 

Speculative Finance 

The posses!ion by churches of large sums of money beyond 

their current needs has often drawn them irresistibly into 

sneculation. In a rapidly expanding economy, there are many 

so called sure things av~il~ble, propositions "guaranteed'' to 

produce l~rge and raoid orofits for those with the desire and 

ab1lity to inve~t. The na~sion for larger and . larger return! 

h~~ oft e n brought the churche~ close to the line of the le~ally 

illici t end occe ~ionally acres~ it. The story of church 

venture s into th~ realm of soeculative fin~nce 1~ e fascin!t

'lng one.. In th ts chapter, the e uthor w:l 11 discuss some of the 

more tntere~ting ~ccounts of church soccul~tions snd the con

sequenc1e~ that resulted. 

Fr.gudulent Bend! 

The Mid-City Church of New Orleans with 4,700 member! 1.! 

the largest in the city and ranks ~econd in the Southern 

Bapti~t Convention in nroperty es~ets. It! enterpri~e~ in

clude a day nur~ery, kindergarten, elementery 5chool, high 

school, book shop, :c,rintery, cefeteria, ~nd bu~ company. It 

wa~ when thi~ church went into e high-ri!e apartment ~nd hotel 

comnlex that trouble developed. 
6 

6Netion~l Ob~erver, Nov. 20, 1967; ~~11~iou~ New~ 
Service, Dec. 2n, 1967; the Wall Strret Journ8l, Dec. 13, 
1967; and Chri~tien1ty Todey, Oct. ll, 1068. 
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The Church, it~ uastor, and others were ch!r~ed by the 

Secur-1 tie~ and Exchen&re Commis~ion w1.th def'rnd1n~ the public 

in the sale of over ~12 million in church bond! over a oeriod 

of' 1? months. 

The Church u~ed bond~ to acquire other bond i~~ue!. A 

high-rise building next to the church wa! r1nanced by the ~ale 

of $4 mllli.on in bond~ to the Peden Corooretion of Cleburne, 

Texa3, and World 011 and Ga! Corporation of Fort Worth, Texe.s. 

These corporation went into receiver!hip without paying for 

them. The Securitie~ and exchange charged that the money ob

tained wa~ actually u~ed to 9sy interest on esrlier i:5sue~ 

and not for the sdvertised purpc!e of building the high-rise, 

for which little more than exc~vation wa! ev~r completed. 

Untax~d income from the ~pertment-hotel wes topsy off all 

orevlous bond-i~su~~, but the olan .did not go a~ exnected. 

The Mid-City Church joined other! in filin~ ~uit to recover 

fund~ in unneid bonds from the Peden ~nd World Oil and Ges 

noroor~tion. Other churches involved in the ~111t lncluded 

one A~~embly of God, 3 Bapti5t, 3 Chr1~tlan Scient5~t, Bnd 14 

Churr.h of Chri~t congr~g!!.t1on~. 

Real E~tate 

The Flr~t Christian Church of America ran into difficulty 

on a t'ea 1-e ~ ta te deal near San Francisco. 7 The "church" wa~ 

allegedly a real-estate inve~tment group which held no services. 

?The San Francisco Sundsy Ex8miner & Chro~icle, Dec. 3, 
1967. 
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It paid $2.9 million in January 1966 for 2,140 woodland acre!. 

The operation of thi~ group c~me to light when it attempted 

to gell the land to the ~tAte of Celiforn1a for ~nproxim~tely 

,3.4 willion. The owners did not want to ~ell the land, but 

there had been nublic clawer to t~ke the land frow ~necul~tive 

deve]ooment and add 1t to the adioinin~ Mt. TamAlo~i! Stete 

Park. 

The State countered with an offer of t3,012,ooo, which 

would heve meant a ryrofit of $212,000 for the Church, but 

hsving borrowed heavily on the property, the owner! declared 

thi~ was not enough. Holder~ of lien! again~t the land !tated 

that it would take t 3,367,ooo to clear the obligation~. The 

State~ Park Director refused to pay this price snd !tated 

that the State would not file condemnation !Uit. A! the con

troversy continued, the Internal Revenue Service began to 

investigate the Fir!t Chri!tian Church of America to ~ee 

whether it really wa~ a church under the law. It wa~ found 

to be 8 church for tax exempt pur9o~e~. 

Speculattve bu~ine!~ of the B~nti~t Church of Fort 

Walton Beach, Floride, brought that congregation into diffi

cultie~ with th~ law in 1966 a~~ re~ult of a cowulicated 

seri.e~ of ~1nancial maPioulation~. The Securitie~ Exchange 

Cornmi~~ion chsrged the oa~tor, the Church ~ecretary, and 10 

other~ with fr8ud. 
0 
J 

BTbe s.E.C. v~. Collegiate Baptl~t Church, Civil Action 
No. 66-416-Civil 
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CHAPTER VII 

When i~ a Church a Church 

Over the la~t few yea~!, many organt7,etion! cleim1n~ t~x 

oref'er(':r..ce have been under clo~e !c:rut:I.ny by the Int~rnel 

Revenue Service. Many of the~e orgeniz~tion~ ~re m~~quer~d-

ir1,11. a~ churche~ but do not meet for religiou! purno!e! a! 

thought of in ~niritu~l term~. Many of the!e !O called churche~ 

!re nothing more thar, inve!tment agencie! or tax-exernoted 

commercial corporation!. 

The Puritan Church of Peoria, Illinni~, wa! the object of 
9 

a law3u. :J. t brought by the government in 1959. The United State! 

Circuit Court of Appeals denied t~x-exernpt1on to the organization, 

and the Supreme Court refu!ed to review the ca~e. 

At stake were income! . of $201,000 and $259,000 in two 

year! of operation. The Internal Revenue Service challenged 

the claim of the Church to a religiou! exemption .on the ground 

that it wa! not really a church, that it! nrincipal function 

wBs not relip:1ou~, but rather th11t of dl~!eminating oolitieal 

uropaganda. The court held that the Purit!n Church we~ not 

exe~~t ano th~t it s 1n~ome from contribution! ~hould be !Ub

ject to t~x~t1.on. 

9Religiou~ New! Service, J&nuary 13, 1959. 
< 
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Ordainin~ Everybodz 

There may be more than meets the eye in the oper4tion of 

the Revo Kirby J. Hensley, pa~tor of the Universel Life Church, 

Inc.j of Modesto, California. This organiz~tion wa~ succinctly 
10 

de~cribed in two article~ by Charles McCabe. Rev. Hensley's 

spec:l.alty is ordaining 8-nybody to the ministry who ~o de~ires. 

Thi~ i s , of courseJ ~ orivate matter which each church h~ndles 

ln its own w~y. If 8 church ~hould decide, es this one has, to 

confer ordination upon anyon~ who reque~ts 1t, who i! to sey 

that i t is wrong? Are not Rev. Hensl~y's reverends es good as 

eny oth e rs? It c a n be ~rgued that this is the free ex~rcise 

of r~liR:l on. 

But w~en one con~iders the ryrofit-not~ntial, it a~pears 

that more th8n free exercise of religion is involved. Each 

"mlnister" who is "ordtiJ.ined" by Rev. Hensley 1~ there by em

powered to set up "churches" which are ju~t ~1' tax-exempt as 

the large~t, and can ea~ily become fronts for tax-exemot 

busines5. With thi~ po~~ibility in mind, reporter McCabe 

in~isted that the State must "police the clergy l!nd charge 

them proper ta:xe~ on earned 1.ncome." 

Accordi.ng to late new~ reoort~, "Reverend" Hen~ley ha~ 

heen ~entenced to a ye~r 1n nr1son for fraud by a California 

court. 

lOTh s F' 1 o Chronicle Ml!rch ?1 ~nd Aor11 1, 1969. e an "!'anc ~c , , 



A u:i.1 iq ue ~ r:lv~ nt~ge en joyed by churche! t ~ exemot ion from 

the r~o ~ irement of re~i!tering bonds with the Security Ex

change Commissi.on. Thi! ha! permitted th~m to indulge in un

~ound practiceg which are forbidden to ·all other group!, who 

must register, and come under the supervi!ion and regulation 

of the Commi~Rion. Ridge Lutheren Home, Inc., of Burn~ville, 

Minnesota fa:lled to make interest payment! on $1.5 million of 
11 

unregistered bond~, which it had !Old to finance the home. 

The only visible undertaking of the corporation a! of 

December~ 1967, was a partially built home owned by Carl R. 

Ander3on, o re~ident of Lutheran Home, Inc., Anderson re~igned. 

Con~truction wa~ halted l~te in 1967 whe~ th~ intere!t p~y

ment~ b~ceme delinquent. 

At a hearing be~ore the Security Exchan~e Commi~!ion, 

Eu€!ene W. Linse, Jr., secretary of the Heme, te~ttfied that 

two check~ totalling ,s5,000 bs.d been drswn on the bank ec

acount of Ridge Lutheran Home, Inc., ~nd p&id to Ander!on. 

Mr. Lin~e !~id thi~ had been done without board ~utbor1zation 

and that at the time he did not know about them. Ridge Lutheran 

Home, Inc., wa~ under 1nve!tig8tion by the Po!t Office De

partment and the Minne~ota attorney general. 

11Rel1giou~ New! Service, December 14, 1967 
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Conclu~ion 

Ther~ i~ a overwhelming need for refcrm in the church 

world. Such in~tance~ as recorded in thi! oaper e.re only~ 

few of many; but they certa5nly demonstrete not only the 

r.eed of' u rotecttng the 'l")llblic from the e~fects of church 

tex- e x emrytion, but of nrotecting the churches ~rom unscru

.-,ulous o ne r o tors. Th ere may !.l~o be a need to nrotect the 

ch n r c-. h e s f' r cm th en!~ e 1 v e s • The 1 aw~ a s they now ~ ta nd ere a 

con~ta nt lur~ to unscrupulous manipulators to use the church 

as a t ax - ~xempt front for transaction~ and diversiong thet 

ore in themselves highly unethic~l or even illegal. Tbege 

laws also tempt the clergy from their apoointed !piritual 

ta~ks into the commerical arena for which they were never 

intended. The problems which may have been purely theoretical 

at one time are now very reBl e.nd oracticel &s the churches 

utilize, more and more extensively, the commercial ~dvantages 

conferred on them by exi~ting law. 

It is impos!ible to know ex~ct]y how meny illeg!l or 

!em:l-11.cit ~dtu~tion~ exi!t in the United States. Th'.ey are 

rBrely discover~d, excent by ~ccident. 

Most mea~uring tool! of religion indlc!te decline. The 

author ha! been informed by denominational le~der! that there 

are fewer member~, f~wer young peoole, !m!ller !ew.inary en

rollements, and thst the influence of religion is felt to be 
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les~ening, yet in view of thi~ religiou! decline, the wealth 

of the churches continue to increa~e at ~bout the rete of $5 

billion n yeBr. 

Finally, the ~uthor would like to nropo~e two que~tion~. 

Do~~ increasing w~alth heln to nroduce decline in more vitel 

t • 9 ce egor1e~. Doe~ the we~lth of the churche! tend to ci~cour~Re 

the loy~ 1 ty and enthu~ ia sm of the peoole? The author !ubwi t 

that it i s time for the churche! tbem~elve! to eporaise their 

tax exemp t ions ~nd the wealth which they are amassing. 
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