.05 Augeles Times

' WEDNESDAY, OCTOBER 13, 1993
COPYRIGHT 1993/ THE TIMES MIRROR COMPANY /F/CCt /100 PAGES |

- TIMES STAFF WRITER -

A
1

Churchof -

Scientology
Gets Status
of Tax-Free:

By JIM NEWTON .

w

After decades of teuding, t
Internal Revenue Service has

‘granted the Church of Scientology

and more than 150 of its corporate

entities tax-exempt status, ruling-

that they are charitable, religio

from federal income taxes, .
Marty Rathbun, president of one

organizations entitled to be fx‘I ,

.of the Scientology prganizatiors

that received the tax exemption,
said the government sent 30 ex
emption letters to Scientolog
groups earlier this month. All tol
the exemptions apply to 153 corpd-

rate entities, said Rathbun, who js -
the president: of the Religiog;}s_ :

Technology Center. :
“We're extremely pleased wi
the tax exemptions,” Rathbun said,
adding that because of them: “We

look forward to our greatest ej:
: . /

pansion ever.”

The, exemptions were granted gs

part of a larger agreement between

. the IRS and Scientology. They ape

thought to be worth millions ‘of
dollars to Scientology, which r&

quires fixed donations. for its pirb- -

burdening .. parishioners f

spiritually traumatic past experi-

ences. . S
The ruling by the IRS meahs

gression of courses aimed at ul'E-

that church members may ndw .

deduct those costs on_ their

returns, allowing Scientology to
raise money more easily. At the
same time, church organizatiohs

will be exempt from federal income

tax. :
The exemptions come after éo
years of extraordinarily bitter
fighting between the IRS. .and
Scientology, which at times grdw
so intense that Sciengology’s late
founder, L. Ron Hubbard, incorpp-
rated his deep animosity. t.owa(d

the agency into the ¢hurch’s offi- .

cial teachings.

The government has long recog -
_ hized Scientology as a religion. Bpt
- it has consistently denied tax-ex-
empt status to the myriad corpo-
rate entities that comprise the
. church’s sprawling empire, con-
tending that those organizatiogs
were operating primarily as busj-
nesses and that their money was
being used for the private benefit
of top Scientology leaders, includ-
. ing Hubbard. : s
With that contentious history as
a backdrop, Scientology’s top offj-
cial, David Miscavige, called fofl-
lowers together last weekend ft
the Los Angeles Sports Arena }o
announce the milestone exemp-
tions, S

“The. war is over!” Miscavige
proclaimed at the event, accordi g
to a document labeled “Executige
Directive No. 750" of the Religious
Technology Center. “We haye
brought to an end 40 years rof
suppression of Scientology and
Scientologists. Any discriminatipn
or biased or unfair treatment If

Scientologists - by the IRS lis
over. . . . Our road to infinite ek-
Pansion is now wide open.” :
RS officials, although declinifig
to respond to Miscavige’s com-
ments, confirmed that the service
had issued approximately 30 tax-
exemption letters to Scientology
organizations on Oct. 1. Those
letters, yaid IRS spokesman Frank
Keith, settle a host of tax disputes
between the federal government
and the Scientology organization.
“Based on the information sup-
plied, and assuming your oper-
i . Please see IRS, A11
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ations will be as stated in your application, for
recognition of exemption, we have determined that
. you are exempt from federal income tax,” states one
letter, addressed to the Church of Scientology Interna- ‘
tional. A second letter, also sent to the Church of
Scientology International, declares that all its subordi-
nate organizations are exempt as well. .

The exemptions are orily part of a larger agreement
between the IRS and the Scientology organizations,
details of which government officials said they could
not disclose. Dozens of federal -cases involving the

, Church of Scientology and its various entities have
| been ‘resolved. under the agreement, according to
| government and church officials. ‘ Lo

The Justice Department’s civil division was han-

dling those cases for the government, but officials
there declined comment Tuesday, referring all calls o
the IRS. Although church officials are allowed to
 release details of that agreement, Rathbun said they
- would not. : o

“That’s like asking for somebody’s tax returns,”
Rathbun said in response to a request for 'the

 information. “It’s just not something to be bandied

f about in the media.”

The application by the Scientology groups' for
tax-exempt status was the largest in the history of the
IRS, filling a collection of files 10 to 12 feet long,
according to an agency official. e

Miscavige, the church’s leader, did not respond " to
requests for an interview. Rathbun said Miscavige was

| resting after the 40-year fight with the IRS.

One of the most bitter clashes culminated in 1984 at
the hands of the U.S. Tax Court, Siding with the IRS, it
concluded in blistering language that the Church.of
Scientology of California had “made a business out of
selling religion,” had diverted millions of dollars to
Hubbard and his family, and had “conspired for almost -
8 decade to defraud the United States government'by
impeding the IRS.” . i

That ruling only affected a single Scientolggy
organization, however, and various groups continued
to contest IRS rulings ordering them to pay taxes. In
some cases, they won their challenges, creating a
mishmash of legal opinions that seemed destined for
the U.S. Supreme Court.

The agreement between the IRS and the Church of
Scientology appears to foreclose that possibility, -
“however. Although some issues may fall outside the
agreement, the tax battles are over, at least for fiow,
-officials on both sides of the dispute agreed. N
“'We earned it,” Rathbun said. “We're entitled t§'it.”
From the late 1960s to the mid-1970s, IRS agents
.classified Scientology as a “tax resister” and “subver-
sive,” a characterization later deemed improper by a
judge. For their part, overzealous Scientologists went
80 far in the 1970s as to bug an IRS office in
‘Washington where the church’s tax-exempt status
was being discussed. That crime, among others, led-to
the imprisonment of 11 top Scientology leaders. .+ «x
In later years, the IRS's Los Angeles office launched

a far-ranging criminal investigation into allegations by

high-level Scientology defectors that Hubbard
skimmed millions of dollars: from the church,. No
charges were ever filed. ‘ o

During that same period in the mid-1980s, Sciento-
logists fought back by forming the National Coalition

~of IRS Whistleblowers, which helped fuel a 1989

congressional inquiry into alleged wrongdoing by the
former chief of IRS’ Criminal Investigation Division in
Los Angeles. ‘ ’ )

Practically from its inception in the 1950s, Sciento-
logy was accused by critics of heing a high-pressure
business masquerading as a religion to take advantage
of government tax exemptions. Over the years, the
organization became progressively more religious in
its approach. :

Originally, people who purchased Hubbard’s Scien-
tology courses were called “students,” and his teach-
ings were known as courses. Today, Scientolqu
followers are known as “parishioners,” and teachings
are described as sacred scriptures. )

Hubbard told his followers that religion is “basically
a philosophic teaching designed to better the civiliza-
tion into which it is taught. . . . A Scientologist has a
better right to call himself a priest, a minister, a
missionary, a doctor of divinity, a faith healer or
preacher than any other man who bears the insignia of
religion of the Western World.” ji
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