DEPARTMENT OF THE TREASURY
INTERKRAL REVENUT SERVICE
WABHINGTON, D.C. 10824
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Inglznd

Re: Church of scientology
Dear Lord NeRelr:

This responds to your reguest for assistence of lugust 17,
1§96, for inforzation regarding the tax-sxenpt status af various
churches of Scxlntnlo!y gnd related gharitable and sducaticnal
constituent organizetlena. #¥hat follews is m discuasion of the
ralevant lagal analysis in these csess and our findings or fact.

A= you sra awara and have aaked us to confirm, on Qctober 1,
18%3, the Scrvica issuod letters to tha Church of Enisnteleogy
International (CEI) and its related churchss and rslated
charitable and educational entities, recognizing them as sxanpt
from United States Tedeyal incozs tax as sxcluslvely religious or

charitable crganizations under saction 50i[c} {3} of tha Internal
Revanua Codae.

An organization io axsmpt from federal incoms taxation if it
im deoscribad in goetian B0i(o) (2). In relevant part, saection
501{c) {1} describes antitics orgenized and oparated sxclusively
tor religious, charitable, or sducaticnal purposas, ne part of
the nat earnings of which inures to the banefit of any private
shareholéer or any individuml. An organization is not described
in sectien 501({e) (3} if it has x substantial nonaxaempt furpnss.
Alasz, an organiration is not describad in saction 501(6) (3} ir 1t
ha:x'? iillqai purposs ani/or engages in substantial illegal
activities.

reccoerdingly, we could not have rocognissd the Church
entities as described in ssotion 501{a) (3) had wa datsrmined
that: (i) the Church imparpissibly ssrved privata intersatas (ii)
tha Chiyrch had & gubstantisl nonexezpt gurponu: or, {iii) the
CB¥ECh had engaged in 1llegal acts or visisted fundammntal public
palicy.

¥ou have slso asked us to confirm that tha Ssrvice
recognized CSI and certain of its constitusnt entitiss as
churches under United Atates tax lawv. £3] and certaln athexr
thurch of scientoleqy organizations are, in fact, recognized as
church entities ty thair designation as organirations described
in saction 170(b){1) [A) {1} of thm Internal Ravenue Cods.
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Applicetion of that ascticn is 1initsd to churches or a
convantion or associstion of churahas, While the Intsrmal
Revanua Service doss nRot prasuze to dictate what is mnd 4 not
raligion, racognition of a sacticn %01{0)(3) entity as baving
chuzrch status under the Intarnal Revenus Code generally
presupposas & finding that the entity mests ons or acre of
sovaral criterin [including thoss mentionsd in your latter).
Church status will not bs granted absant a f£1 ny aef soER
raligious mspects to the organization. Opscifically, included
within the criteria the Service ravisws mont clossly is whether
an entity his a recognized treed and form of wership, a Fegular
congreagation and/or regular religious ssxvices.

In the sxemption mppliostion process, the Earvice {dantified
and addressad the legal issues sat forth above ss areas of
principal ccnesrn, The Serviss zsde cozprahensive, detailaed
inquiries of the Church ralating tn {tx corgarization and
financial structure ax wall a3 research an inzuiriun inta
saveral sthear areas rslevant to our determinstion as discusced
balov.

The speclfic facts ralisd upen zs the baxis for thess
exexption lettere, as in ln{ other axezption case, Eay bs found
in the public inspsction file of the applications for recognition
of tax exenption relgted to the case. The Church supplisd
voluminous materiels in lupzn:t of its sxecption applicaticns and
the |xan§c$on rulings vors issusd after & detailed reviev of the
fipencial and corporate atructurs of tha Church of Seiantology Bs
wall sz other partinent facts. The information upon which the
rulings rely, among other things, relates to! (1) the corporste,
scclealastical, and panagement structurs of tha church hisrarchys
{£l) the church's cozmand channalas (i} past financial
activities; {iv) planned future programs and financial nesds; (v)
the flov of funds within tha church) (vi) campensation
Arrangéments and the rrounts of coppansation to the key and the
highest-paid church officinls and their families; {vii) overall
religious programs and activitissy and (viii) invelvement of
prior key church officials in crizinal cases, CIvil Tort casass,
and pther litigation mattars,

The public record also contmins organiraticmal and financial
informatien submitted relating to various forsign nriunizatiun-,
including the Church of Solwntelegy Religious Rducsatlien Collegs
Inc. {CSREC}. The Ssrvica found hothing in the subziasions to
indicate that either tha exlstsnce cr the operations of CSREC had
2h sdyeree impeot on the tax-exexpt status of C5I wr itm
conastituent entitins Tequesting racegnition of exemption.
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A$ notad, the exemption application and supporting documents
that form the baais of a favorabls IRS exenption deternmination
are avallaple for publie inspsction. Thess docusants, whioh taks
up approximntnli tan linesr fest of shalf space, are in the Ins
Public Information Reading Rooa fn the National office,

The IRS has net issued any prass ralsasas oy other papers to
the publisc abeut this case, apart from xaking avallable the
exspption applicaticns and supporting documants in the normel
courss of business. Hovaver; wva ars providing for your
information a verslon of the Churech's publication, "bDemaription
of the Scientolegy Raligion® which is part of the application
filainnd which we includa in certain communications with third
partiss.

Planoe feal fram ta contact me with any questions or
comments.

Sincersly,

Tt
%iu.z

Spacial Asslstant for Fxenpt
crqanisationa Matters

Eaclomure:
¢hurch Pamphlat
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