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Statement of Facts


There are currently, approximately, 1,000 Orthodox synagogues within the State of Israel.  In contrast, there are only 50 progress synagogues, including Reform and Masorti (Conservative).   The Israeli government provides extensive, financial support to Orthodox synagogues, but provides minimal support to progressive synagogues.  As a result, with the exception of perhaps five, most progressive synagogues are not financially viable without outside help.  The Reform and Conservative Movement Organizations in the U.S. provide modest grants for the continued funding of their Israeli institutions, but even these resources are limited.  


Fundraising for Israeli Synagogues and Religious Organizations – Fundraising for Operating Expenses


KBY’s primary mission is to conduct fundraising in support of progressive, Israeli synagogues. It is anticipated that 40% of KBY’s time and resources will be devoted to fundraising in support of progressive synagogues.  KBY’s website and email will be used as the primary mechanism to reach potential, individual contributors. Grant Proposals will also be prepared and submitted to private foundations with missions consistent with KBY’s.  These efforts will be supplemented with printed solicitation materials, including flyers and advertisement, to direct individuals and organizations to KBY’s website and email contact list. Fundraising will be conducted on a volunteer basis by KBY Board members and other volunteers. 


KBY intends to conduct separate fundraising to cover its minimal operating expenses.  It is anticipated that KBY will devote 10% of its time and resources to fundraising for its administrative expenses, and fundraising efforts will focus on individual donors and private foundations.


Education Directed to American Jews


Many U.S. Jews are completely ignorant with respect to the situation faced by progressive, Israeli synagogues, which have been relegated to the periphery of religious life through political coercion and discrimination.   KBY therefore plans to devote 20% of its time and resources to the education of U.S. Jews regarding the circumstances of Reform and Masorti synagogues in Israeli.  Plans include contacting U.S. synagogue clergy, Jewish communal leaders and their congregants, using direct personal contact, community publications, and direct mail efforts, including letters and press releases. 


Grants to Qualified Religious, Charitable Organizations

KBY will maintain close contact with progressive synagogues in Israel, seminaries, and educational institutions that fall within the umbrella of progressive Jewish institutions in Israel.  Grants will be only made to qualified organizations, in keeping with the Grant Procedures included in the KBY Bylaws, and pursuant to a signed KBY Associate Congregation Agreement.  Please see a more detailed of the Grant Procedure, below.  It is anticipated that KBY will devote 15% of its time and resources to grantmaking activities, including the review and approval of grants, verification of charitable status, and periodic field visits.


Maintaining Contact with Donors and Potential Donors

KBY is committed to maintaining and improving relationships between its donors and the synagogues and other religious institutions that it plans to support.  It therefore anticipates that 10% of its time and resources will be devoted to efforts to maintain and improve the connections between them. Efforts will include progress reports, detailed application of contributed funds, and information regarding the projects that KBY supports.


Maintenance and Development of the KBY Website

KBY’s website will be a critical tool in fundraising, education, and development of the relationship between its donors and supported synagogues, and American Jews and Israeli Jews.  It therefore anticipates that 5% of KBY time and resources will be devoted to maintaining and developing its website.

Statement of Law


Organized and Operated for Charitable Purposes


Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”) provides for the exemption from Federal Income Tax of organizations organized and operated exclusively for charitable or religious purposes, no part of the net earnings of which inures to the benefit of any private shareholder or individuals. Section 1.501(c)(3)-1(d)(2) of the accompanying Treasury Regulations provides that the term “charitable” includes “advancement of religion.”  


The Certificate of Incorporation of KBY provides that its purposes are: to fundraise and make grants to support synagogues and other organizations that engage in activities within the meaning of Section 501(c)(3).  The Certificate also specifically provides (Second paragraph) that “no part of the net earnings of the Corporation shall inure to the benefit of any individual, nor shall any of the profits or assets of the Corporation be used for other than for purposes of the Corporation.”  Finally, the Certificate provides (Fifth paragraph) that, in the event of liquidation, dissolution, or winding up, property or other assets shall be distributed entirely to an organization exempt under Section 501(c)(3). KBY is therefore explicitly organized for charitable and religious purposes. 


Benefits Limited to Members of Reform and Conservative Congregations


In Bethel Conservative Mennonite Church v. Commissioner of IRS, 84-2 USTC 9870, the Tax Court ruled that the church, which adopted a medical aid plan for its members, was operated exclusively for religious purposes.  The Court opinion provides that: “Religions by their very nature provide many services that benefit only the members of the individual congregation, and to say that any church which so provides these benefits must be denied tax exemption would disrupt many organized churches as we know them.” The opinion also cites: O’Leary v. Social Security Board, a circuit court opinion relating to a Catholic cemetery which served only Roman Catholics; and Passaic Hebrew Burial Assn. v. United States, in which the District Court of New Jersey held that a Hebrew mortuary operated by local synagogues providing Hebrew funerals and burials for fees and to members of Jewish religion only is exempt.  


In Revenue Ruling 74-575, the IRS ruled that a nonprofit Jewish organization that supervised the preparation and inspection of food products prepared commercially in a particular locality to insure that they satisfied kosher rules, thereby assisting the individual members of the religion to comply with its tenets and dictates, qualified for exemption under Section 501(c)(3) of the Code.  The Ruling provides that the organization furthered “religious purposes by assisting the individual members of the particular religion to observe faithfully the tenets…of that religion.” Similarly, in Revenue Ruling 71-580, a Mormon genealogy society designed to provide religious genealogical information needed by church members was ruled exempt. 


Based upon the above cited opinions and IRS Guidance, KBY’s limitation in supporting only progressive Israeli synagogues should not be a bar to its exemption.


International Grantmaking to Qualified Foreign Charities

Section 170(c) of the Internal Revenue Code (the “Code”) provides that “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).” Section 1.170A-8(a) of the Treasury Regulations provides that: “A charitable contribution by an individual to an organization described in section 170(c) is deductible even though all or some portion, of the funds of the organization may be used in foreign countries for charitable or educational purposes.” 

The Code therefore requires that the recipient organization is validly organized and operated in the United States, but relates only to the place of creation of the charitable organization. The Code does not restrict the area in which contributions received by the domestic organization may be used.  The Regulations provide that a charitable contribution by an individual to or for the use of a qualified organization may be deductible even though all or some portion, of the funds of the organization are used in foreign countries. 

In Revenue Ruling 63-252, 1963-2 C.B. 101, the IRS ruled on the deductibility of contributions by individuals to a charity organized in the United States which thereafter transmitted some or all of its funds to a foreign charitable organization.  The Ruling sets forth five scenarios.  In the first three, contributions were earmarked or the recipient organization was required by charter or by the donor to turn over the funds to a foreign organization.  The IRS held that the contributions to the organizations described in the first three examples were not deductible.  

In contrast, contributions to the organizations described in the fourth and fifth examples were held to be deductible.  The basis for the IRS distinction was the presence of control by the domestic organization over the funds it received.  Control was demonstrated by the organization’s charter and operations, and by the fact that the donor did not earmark the funds.  The presence of control evidenced that the recipient organization was the “real recipient” or “real beneficiary” of contributions it received for transmission to the foreign organization. 

In Revenue Ruling 66-79, 1966-1 C.B. 48, the IRS held that contributions to a domestic charity described in Section 170(c)(2) of the Code that were solicited for a specific project of a foreign charitable organization were deductible under Section 170 of the Code where the domestic charity reviewed and approved the project as being in furtherance of its own exempt purposes and had control and discretion as to the use of the contributions.  The contributions received by the domestic charity from such solicitations were regarded as for the use of the domestic charity, and not for the organization receiving the grant from the charity. 

In Revenue Ruling 68-489, 1968-2 C.B. 210, a Section 501(c)(3) organization distributed part of its funds to organizations not themselves exempt.  The organization ensured use of the funds for charitable purposes by limiting distributions to specific projects that were in furtherance of its own exempt purposes.  It also retained control and discretion as to the use of the funds, and maintained records establishing that the funds were used for Section 501(c)(3) purposes.  The IRS held that the distributions did not jeopardize the organization’s exemption. 

In Revenue Ruling 71-460, 1971-2 C.B. 231, a domestic corporation exempt under Section 501(c)(3) of the Code carried on part of its charitable activities in foreign countries.  The IRS held that, since its activities were charitable within the meaning of Section 501(c)(3) when carried on within the United States, the conduct of such activities elsewhere did not preclude the organization from qualifying as an exempt organization.  The Ruling provides that: “[t]he same conclusion applies if all of its charitable activities are carried on in foreign countries.”

In Revenue Ruling 75-65, 1975-1 C.B. 79, a Section 501(c)(3) organization formed to deal with ecological problems in a foreign country made grants to foreign organizations in furtherance of its exempt purposes.  The organization retained discretion and control over the use of funds by supervising expenditures, entering into written agreements regarding the use of funds, and making field investigations.  The IRS held that gifts and contributions to the organization were deductible 

Qualified Grants to Exempt Organizations

KBY plans to make contributions to progressive synagogues in Israel.  However, in keeping with requirements of Article VII of its By-laws, before making contributions to Israeli organizations, KBY will first establish that each organization is an “amutah,” or charitable organization under Israeli tax laws and regulations -- organized and operated in a manner analogous to United States exempt nonprofit charitable organizations. 

In addition, consistent with the criteria set forth in Revenue Rulings 66-79 and 75-65, in making grants or distributions to any organization, KBY will:  (a) review a project to determine that it is in furtherance of KBY’s exempt purposes; (b) enter into a written agreement with the recipient organization so that KBY may retain discretion and control over the use of funds; (c) make field investigations to confirm that the funds are being used for the purposes intended; and (d) maintain records to document that grants and distributions to all organization were used for charitable purposes. The above procedures are set forth in and required by Article VII of KBY’s By-laws. They are also incorporated into the Form KBY Associate Congregation Agreement, which is attached to this 1023 Application as Exhibit C.1. 

By following the above procedures, KBY will, similar to the organization described in Revenue Ruling 68-489, ensure the charitable use of funds by retaining control and discretion, and by limiting distributions to specific projects that are in furtherance of its own exempt purposes.

Requisite Discretion, Control, and Responsibility over Funds

Discretion and Control.  KBY will maintain control and responsibility over the use of all funds it grants to domestic and foreign organizations.  Revenue Ruling 63-252 provides that contributions to a domestic organization would be deductible if the domestic organization has reviewed, and approved the foreign project as being in furtherance of its own exempt purposes and if the domestic organization has control and discretion as to the use of the contributions given to foreign organization. 

Review and Approval of Each Grant.  Article VII, Section 1 of KBY’s Bylaws requires that KBY Directors meet periodically to review and approve each request for funds.  No grants may be made without an approving vote of the Directors.  KBY will therefore be the real recipient and beneficiary of any charitable donations it receives.  KBY will not be an agent or mere conduit for funds transmitted to any domestic or foreign organization.  In this way, KBY ensures that the grants are in furtherance of KBY’s exempt purposes.

Written Agreement; Periodic Field Visits.  As required by Article VII, Section 3 of its Bylaws, the KBY Board will require that a KBY Associate Congregation Agreement is executed in connection with each grant, and members of the KBY Board or their designees will make field visits no less than once yearly to each grantee organization as required by Article VII, Section 4 of the KBY By-laws.  A copy of the form, KBY Associate Congregation Agreement, is attached to this Form 1023 as Exhibit C.1, for your reference.  The KBY Associate Congregation Agreements and field visits will provide the requisite degree of control and discretion for KBY. Finally, KBY will maintain records of each grant as required by Article VII, Section 5 of KBY’s By-laws, to document the charitable use of funds. 

No Earmarking of Charitable Contributions.  Any grants will be paid from KBY’s general funds and, although a donor may recommend or request that funds be used for a particular synagogue, any and all grants will be subject to review and approval, on the condition that its purposes can be furthered by such grants.  KBY will not create any special fund or solicit funds by representing that funds will be transmitted to a particular synagogue.
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KBY’s fundraising program centers on the use of its website and is intended to create relationships between donors and the progressive synagogues in Israel that KBY plans to support.  An individual making a contribution of $360 or more (a KBY Associate) may recommend that their entire gift be sent to a specific, qualifying synagogue (Associate Congregation) as a grant.  An individual making a contribution of $180 or less is deemed a “Friend of KBY.” Any and all grants will be made using the Grant Procedures that are included in KBY’s Bylaws, and pursuant to the KBY Associate Congregation Agreement.  KBY’s grantmaking plans are described more fully in Exhibit C to this Form 1023.


KBY Associates and Friends receive no services or other benefits, aside from certain intangible religious benefits and periodic information about KBY’s programs, and have no rights or responsibilities with respect to KBY’s operations. The Associate/Friend model is used to define a contribution time-period and to encourage additional contributions on a regular, periodic basis. 


Fundraising will be conducted by the KBY Board and other volunteers. Paid professionals may be hired to prepare solicitation materials and advertisements, but none have been prepared to date.  KBY also expects to use email promotional pieces, posters for display in U.S. synagogues and community centers, and press releases to Jewish publications.  These activities will be intended to locate, contact, and target U.S. Jews who are active in their synagogues, supporters of Israel and Israeli charitable organizations, and who identify with progressive institutions in the U.S. and in Israel.
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