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Dianetics Foundation Internationalelephone Number:
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Date: OCT - | |993

Employer Idg¢ntification Number: 95-4348069
Key District: Los Angeles, CA
Accounting Period Ending: December 31
Foundation Status Classification: 509(a)(3)
Form 990 Required: No

Dear Applicant:

Based on information supplied, and assuming your operations
will be as stated in your application fér recognition of exemp-
tion, we have determined you are exempt from federal income tax
under section S01(a) of the Internal Revenue Code as an organiza-
tion described in section 501(c) (3).

We have further determined that you are not a private
foundation within the meaning of section 509(a) of the Code,
because you are an organization described in the section(s) ' -
above.

If your sources of support, or your purposes, character, or
method of operation change, please let your key district know so
that office can consider the effect of the change on your exempt
status and foundation status. 1In the case of an amended document
or bylaws, please send a copy of the amended document or bylaws
to your key district. Also, you should inform your key District
Director of all changes in your name or address.

As of January 1, 1984, you are liable for taxes under the
Federal Insurance Contributions Act (social security taxes) on
remuneration of $100 or more you pay to each of your employees
during a calendar year. This does not apply, however, if you
make or have made a timely election under section 3121(w) of the
Code to be exempt from such tax. You are not liable for the tax
imposed under the Federal Unemployment Tax Act (FUTA).

Since you are not a private foundation, you are not subject
to the excise taxes under Chapter 42 of the Code. However, you
.are not automatically exempt from other federal excise taxes. If
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you have any questions about excise, employment, or other federal
taxes, please contact your key District Director.

Donors may deduct contributions to you as provided in
section 170 of the Code. Bequests, legacies, devises, transfers,
or gifts to you or for your use are deductible for federal estate
and gift tax purposes if they meet the applicable provisions of
sections 2055, 2106, and 2%522.

Donors (including private foundations) may rely on this
ruling unless the Internal Revenue Service publishes notice to
the contrary. However, if you lose your 509(a) status as shown
above, donors (other tham private foundations) may not rely on
the classification shown above if they were in part responsible
for, or were aware of, the act that resulted in your loss of such
status, or they acquired knowledge that the Internal Revenue
Service had given notice that you would be removed from that
classification. Private foundations may rely on the classifica-
tion as long as you were not directly or indirectly controlled by
them or by disqualified persons with respect to them. However,
private foundations may not rely on the classification shown
above if they acquired knowledge that the Internal Revenue
Service had given notice that you would be removed from that
classification. :

If your organization conducts fund raising events such as
benefit dinners, auctions, membership drives, etc., where some-
thing of value is received in return for contributions, you can
help your donors avoid difficulties with their income tax retyrns
by assisting them in determining the proper tax treatment of
their contributions. To do this you should, in advance of the
event, determine the fair market value of the benefit received
and state it in your fund raising materials such as solicita-
tions, tickets, and receipts in such a way that your donors can
determine how much is deductible and how much is not. To assist
you in this, the Service has issued Publication 1391, Deductibil-
ity of Payments Made to Organizations Conducting Fund Raising
Events. You may obtain copiec of Publication 1391 from your key
district office.

You are not required to file federal income tax returns
unless you are subject to the tax on unrelated business income
under section 511 of the Code. If you are subject to this tax,
you must file an income tax return on Form 990-T, Exempt Organi
zation Business Income Tax Return. In this letter we are not
determining whether any of your present or proposed activities
are unrelated trade or business as defined in section 513 of the
Code.

5] FEOD ML
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You are required to make a copy of your exemption applica-
tion, and supporting documents, and this exemption letter avail-
able for public inspection. Failure to make these documents
available for public inspection may subject you to a penalty of
$10 per day for each day there is failure to comply. See Inter-
nal Revenue Service Notice 88-120, 1988-2 C.B. 454, for addition-
al information. :

This ruling is based on evidence that your funds are
dedicated to the purposes listed in section 501(c)(3) of the
Code. To assure your continued exemption, you should maintain
records to show that funds are expended only for those purposes.
It you distribute funds to other organizations, your records
should show whether they are exempt under section 501(c)(3). In
cases where the recipient organization is not exempt under
section 501(¢) (3), there should be evidence that the funds will
remain dedicated to the required purposes and that they will be
used for those purposes by the recipient.

If distributions are made to individuals, case histories
regarding the recipients should be kept showing names, addresses,
purposes of awards, manner of selection,  and relationship (if
any) to members, officers, trustees or donors of funds to you, so
that any and all distributions made to individuals can be
substantiated upon request by the Internal Revenue Service.

{(Rev. Rul. 56-304 1956-2, C.B. 306.)

In this letter, we have not determined the effect on your
tax-exempt status of financing your activities with the proceeds
of tax-exempt bonds since you have not indicated that you intend
to use such methods now or in the future.

You need an employer identification number even if you have
no employees. Please use that number on all returns you file and
in all correspondence with the Internal Revenue Service. We are
informing your key District Director of this ruling. Because
this letter could help resolve any questions about your exempt
status and foundation status, you should keep it in your perma-
nent records.

=Y B o TN
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If you have any questions about this ruling, please contact
the person whose name and telephone number are shown in the
heading of this letter. For other matters, including questions
concerning reporting requirements, please contact your key
District Director.

Sincerely,

Jeanne S. Gessay L

Chief, Exempt Organizations
Rulings Branch 2




1023 Application for Recognition of Exemption M8 Ne 5450056
(Mev Seotemter 1990) Under Section 501(c)(3) of the Internal Revenue Code Teemotvata s
Degartment of the Tressury "“°°'" D‘WJ,‘:";;"?‘;: hon
Irgmat Revenus Servce NHOCTION

Read the instructions for each Part carefully.
A User Fee must be attached to this application.
If the required information and appropriate documents are not submitted aiong with Form 8718 (with payment of the appropnate user
tee), the appiication may de returned to you.

m identification of Appilcant

1a Fult name of organization (as shown in organizing document) . 2 Empioyer identification numbder
o5 T N Inter £ 1 . (i none, see instructions.)
Ziane%tic Toundation In nationa - - .
T 953 4343069
1b c/o Name (if appiicable) 3 Name and telephone number of person to be

contacted if addrtional information :s neeced

—

Thonas C. Spring

1c Address (number, street, and room or suite no.)

632! Hollywood Blvd. Suite 1200
° Y ve. sud ( 202) 588-8483

1d City or town, state. and ZIP code 4 Month the annual accounting period ends
L.A. Calif. 90028 31 December

S Date ncorporated or formed | 6 Activity codes (See instructions.) 7 Check here if apply 4 under section:
November 4, 1991 004 | 029 | Gsou.) b S01() e 501(k)

8 Did the organization previously appay for rocoa\mon ot exemption under this Code section or under any other
section of the Code? . . S — Yes ZNo
If *Yes,” attach an explanatlon

9 Has the organzation filed Federal income tax returns or exempt organuzation information retums? . . Cvres 3BNo

if “Yes,” state the form numbers, years fiied, and Intemai Revenue office where filed.

10 Check the box for your type of organzation. BE SURE TO ATTACH A COMPLETE COPY OF THE CORRESPONDING DOEUMENTS TO
THE APPLICATION BEFORE MAILING.

2 3X Corporation— Attach a copy of your Articles of incorporation, (including amendmaents and restatements) showing approval by
the appropriate State official; aiso include a copy of your bylaws. Exhibits A & B

b _ Trust— Attach a copy of your Trust Indenturs or Agreement, including ail appropriate signatures and dates.

¢ _ Association— Attach a copy of your Articles of Association, Constitution, or other creating document. with a declaration (see
instructions) or other evidence the organization was formed by adogtion of the document by more than one
person: aiso inciude a copy of your Dylaws.
1f you are a corporation or an unincorporated association that has not yet adopted bylaws, check here ‘ A

30C:2r@ .NGer T~ DENaIT:es 3t DENUrY that ) 3M 2uTNOIZEC 10 SIGN TS ADOHCSTION ON DERAI? of the ADOVE OEANIZETION and That | Nave EXAMiNed (NS J0PICITION. 1< ua.AE e
COMpPArying scheduies and ments. and 10 te Dest of My KNOwIedge 't 1$ tTLE. COMECT. ana Compiete

Please
sigpn e e SECRETIRY 3/18/93 .
Here Sigrature) (Title or authortty of sgner Oatey

For Paperwork Reduction Act Notice. see page 1 of the instructions.

Complete the Procedural Checkiist (page 7 of the instructions) prior to filing.




form 323 v 330) e 2

m Activities and Operationai Information

1 Provide 2 detaiied NarTELVE Jescrigtion of ail the activities of tne organZation —past, present. and planned Do not merely refer to
or repest the in your organizational decument. Descride each activity separataly in the order of mportance n
descngtion shouid Inciude. 83 8 Mimmum, the following: (a) a detailed descriotion of the activity including 13 PuUrpose. (B) when the
activity was or will D8 initisted: and (¢) where and Dy whom the activity will be conducted.

ZA - 2D attached.

ur

Sea pagc

2  What are or will be the organzation’s sources of financial support? List in order of size.

Sec rasponse to Part II, question .. This orgzanization's aexpenses
are paid directly by Church of Scientology Intarnational. It has
no income of its own.

3 Descnbe the organzation s fundraming pragram, both actusi and pianned, and expiain to what extent it has deen put INTo effect
Inciude detasls of fundrammng activities such 88 selective madings, formation of fundraming commuttees, use of volunteers or
professions! fundramers, otc. Attach representative copwes of solicitations for financisl sSupport.

The organization has no fundrzising program.
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Page 2A

Part II, Question 1 Statement of Actjvities

Dianetics Foundation International ("DFI") was formed as a
California nonprofit public benefit corporation on November 4, 1991
to serve as an integrated auxiliary of Church of Scientology
International ("CSI"), the Mother Church of the Scientology
religion. DFI's purpose and sole activity are to act as CSI's
agent by entering into contracts on behalf of CSI in countries that
do not enforce contracts executed by religious corporations, such
as Mexico, Pakistan, Qatar and Ras-Al-Khaimah. (These countries
hereinafter shall be referred to as "secular countries.'") Thus, DFI
was organized as a secular nonprofit corporation rather than a
religious nonprofit corporation.

Although organized as a secular corporation, DFI plays an
integral role in the international ecclesiastial hierarchy of the
Scientology faith, particularly with respect to the expansion of
the religion and the continued assurance of its orthodox practice.
DFI's activities are described below. Detailed information
concerning the organizational structure, religious activities and
financial affairs of the international Scientology ecclesiastical
hierarchy 1is contained 1in the administrative record of the
exemption determination proceeding for CSI.

As discussed in CSI's administrative record, Scientology
churches assure parishioners that their religious services gare
orthodox by providing them under the imprimatur of certain marks
associated with the religion. These Scientology religious marks
include the terms "Dianetics", "Scientology" and Mr. Hubbard's
name, initials and signature. When Scientology parishioners see
these marks they know for certain that the services they are
receiving are orthodox and have been taken directly from
Scientology Scriptures. These marks are owned by Religious
Technology Center ("RTC"), a California nonprofit religious
corporation that functions as the ultimate authority within the
Scientology ecclesiastical hierarchy as to matters concerning the
orthodox practice of the faith.

RTC permits Scientology churches and their related
organizations to use these marks through a written covenant it has
entered into with CSI. This covenant provides that an organization
cannot legally use the marks and thus cannot call itself a
Scientology organization without CSI's written authority
(represented by a sublicense agreement) and RTC's approval.
Basically these agreements formalize the relationship among the
churches within the hierarchy and create legal rights and duties
with respect to the marks that can be enforced in court. Thus, if
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Part II. Question 1 Statement of Activities

a church continues to minister services under the name Scientology
despite CSI's objections, CSI is able to stop the practice through
the civil judicial system.

However, this arrangement is not effective in the secular
countries since their judicial systems do not enforce contracts by
religious corporations. In order to establish a system that can
assure continued orthodox religious practice in these countries RTC
and CSI formed a hierarchy of secular nonprofit corporations to
mirror their own roles in licensing the religions marks within the
Scientology religious hierarchy. Under this secular system, rights
to the Scientology religious marks are nominally held for the
benefit of RTC by Inspector General Network ("IGN"), a California
public benefit corporation that is an integrated auxiliary of RTC.
IGN serves as RTC's nominee, and RTC retains reversionary rights to
the marks if, in the sole judgment of RTC, IGN fails to preserve
the ethical use of the marks in accordance with Scientology
Scripture and policy.

IGN, in turn, has granted DFI the authority to permit
organizations to use the marks in countries where IGN is the
nominal trademark owner. (A copy of the license agreement between
IGN and DFI is attached as Exhibit C.) Thus, DFI maintains the same -
basic relationship with IGN in the secular countries that CSI
maintains with RTC in all other countries.

DFI's primary activity will be to license large organizations
similar in size to Class V churches of Scientology
("organizations"). However, the only organizations of this size
operating in the secular countries at this time already have been
licensed by IGN (IGN performed this function prior to DFI's
formation) so DFI has not yet entered into any such licenses. All
other organizations using the marks in secular countries are
equivalent in size to Scientology missions, the smallest
organizations in the Scientology ecclesiastical hierarchy.

Since the organizational structure of IGN and DFI is intended
to duplicate the Scientology ecclesiastical hierarchy on a secular
level, CSI formed a third secular corporation, Dianetics Centers
International ("DCI"), to mirror the role Scientology Missions
International ("SMI") performs in licensing marks for the
ecclesiastical hierarchy. As discussed in detail in CSI's
administrative record, SMI functions as the "Mother Church" of

Scientology missions by licensing missions the right to uss
Yty vwealimtimie mavrire 1nm +hae canduct of +heir ministrv.
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Part II, Question 1 Statement of Actjvitjes

As CSI licensed SMI, DFI has licensed DCI the right to permit
newly-formed and smaller organizations operating in secular
countries (the "Centers") to use the Scientology religious marks.
(Copies of the license between DFI and DCI and the license between
DCI and the Centers are attached as Exhibits D and E,
respectively.) This licensing arrangement duplicates the licensing
arrangement among CSI, SMI and Scientology missions, but on a
secular level.

Although these licenses give DFI the right to issue standards
as to orthodox religious practice and to supervise such practice,
DFI does not undertake any activity in this respect since it does
not have any staff personnel. Instead, CSI continues to perform
such functions on behalf of DFI, just as it does in the nonsecular
countries.

In addition to licensing arrangements, there are other
agreements which CSI, in the normal course of its activities,
enters into from time to time with Scientology churches. One such
agreement is the "PC folder" agreement, which obligates lower
churches to maintain any records made during private auditing
sessions of the religious experiences of their parishioners. A
further purpose of DFI is to act on behalf of CSI in the event that
such agreements are needed in the secular countries. To date, the
only such contract DFI has entered into with the Organizations is
the PC files agreement, which obligates the Organizations to
maintain all files pertaining to their parishioners and their staff
in strict confidence. (A copy of this agreement is attached as
Exhibit F.)

Thus, although organized as a secular corporation, DFI's
purpose and activities are wholly dedicated to the protection and
furtherance of the Scientology religion. DFI is controlled by and
operates solely for the benefit of CSI, to accomplish CSI's
religious purpose in countries where CSI's contracts are not
enforceable.

As discussed above, DFI has no staff of its own, and its
activities, which consist solely of entering into agreements with
organizations as needed, are carried out by the staff of CSI. It
has no operating budget or bank account, and its expenses are paid
directly by CSI. DFI has no assets other than the rights it holds
pursuant to its license with IGN.
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Part II, Question 1 Statement of Activities

All of DFI's officers and directors and trustees are staff
members of CSI. Mark Ingber and Tom Ashworth are both also
trustees of CSI and of United States Parishioners Trust. Jonathan
Epstein, is a trustee of Church of Scientology Religious Trust and
of SMI, is the Treasurer of CSI and is the president and a director
of FSO Oklahoma Investments, Inc. Amy Mortland is also a trustee
of Church of Scientology Celebrity Centre International and DCI.
Sherry Murphy 1is also a trustee of Scientology Missions
International, World Association of Hubbard Enterprises and
International Hubbard Ecclesiastical League of Pastors.

As discussed above, DFI has no staff of its own, and its
activities, which consist solely of entering into agreements with
organizations as needed, are carried out by the staff of CSI. It
has no operating budget or bank account, and its expenses are paid
directly by CSI. DFI has no assets other than the rights it holds
pursuant to its license with IGN. DFI is controlled by and
operates solely for the benefit of CSI, to accomplish CSI's
religious purpose in countries where CSI's contracts are not
enforceable.
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Activities and Operational Information (Continued)

4_ Give the following information about the organuzation's governing body:
s Names, addresses. and tities of officers. directors, trustees, etc. b Annual Compensation

See page 3A See gage 32A

¢ Do any of the above persons serve as membaers of the governing body by reason of wnc public officiais or being
appointed by public otficials?. . . . o .. Cves
If “Yes,” name those persons and expiain tho mu of thoir soloct)on or lmmmom

L

Ne

d Are any members of the organization's governing body “disqualified persons® with respect to the organization
(other than by reason of be:ng a member of the governing body) or do any of the members have erther a "
business or family relationship with *disquaiified persons”? (See the specific instructions for line4d.) . . . . Cves ZNo

1t *Yes,* explain.

$ Does the organization control or is it controlled by any other organuzation? . . . . . . ZYes T No
Is the organization the outgrowth af (or successor to) another organization, or does it have 8 spocul rohtmhup —
with another organization by reason of interiocking directorates or other factors? . . . . . OBvYes TNo

It either of these questions is answered “Yes,* explain.

1

See response to Part II, guestion !.

See also Schedule D.

6 Does or wiil the organization directly or indirectly engage in any of the following transactions with any political
organization or other exempt organzation (other than 501(cX3) organizations): (a) grants; (B) purchases or
saies of assets; (¢) rental of facilities or equipment; (€) loans or ioan guarantess; (@) reimbursement
arrangements; (f) performance of services, membership, or fundmsm' solicitations; or (l) shann. of facilities,
equipment, mailing lists or other assets, or paid employees? . . . . . Oves E Neo
1t “Yes.” explain fuily and identify the other organizations invoived.

7 s the organization financially accountable to any other organaation? . . . . . Bves T No
if “Yes,” expiain and identify the other organization. Inciude details conceming aecountabuny or atuch copns cf

reports if any have been submrtted.
Dianetics Foundation International is financially accountable to

Church of Scientology International. See response to Part IT, guestion L.
See also schedule D.































