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SNR HCO

ALL U.S. DSAs

ALL U.S. MAAs

ALL U.S. ETHICS OFFICERS
MISSION HOLDERS

REMIMEO

PERSONAL INCOME TAXES

Refs: OPEN LETTER TO CLEARS
INTRODUCTION TO SCIENTOLOGY ETHICS

The Internal Revenue Service now fully recognizes all United States
Churches and Missions of Scientology® as tax exempt and will allow
deductions for qualifying contributions made to your church or mission.
That was possible only because we, as an organization, had clean hands.
We must also keep our ethics in as individuals to make it up The Bridge®
to Full OT®.

Church of Scientology members, like all members of society, are
obliged to know what the tax laws are and to obey them. Failure to
obey the laws and rules of society will get one in trouble, legally
or otherwise, and is a failure to uphold the high ethical standards
expected of our group.

There have been some instances reported in which individuals for
one reason or another have refused to file tax returns, refused to pay
taxes or have been involved in an illegal scheme designed to get out of
filing returns and paying taxes. There are a number of such tax schemes
being promoted out in society which have sometimes gotten on the lines
of individual Scientologists™. Examples include the idea that one can
become "untaxed" by taking certain actions to put oneself outside of the
jurisdiction of U.S. tax law; or deeming oneself not to be a citizen of
the United States and therefore falling outside the requirement to file
returns and pay taxes; or claiming that because the U.S. tax system is
"voluntary," one really does not need to file and pay taxes if one
doesn't want to.

None of these ideas has ever been sanctioned by the Church. These
tax schemes are invariably found to be based on misunderstood words or
misinterpretations of the law. In some cases their promoters have been
convicted of illegal acts or are currently under investigation by
government authorities. As the law does require the filing of tax
returns and the payment of taxes, Church members must not be involved
with such groups and must not promote such ideas.

It is true that the current graduated income tax system in the
United States is suppressive. It penalizes the upstat and rewards the
downstat, discouraging individual initiative and production. Each of
us has a right to disagree and to seek reform and change through lawful
means. There are a number of such reform movements, most notably
Citizens for an Alternative Tax System ("CATS"), which offers a sane
on-policy solution of a National Sales Tax to replace the current
system. CATS enjoys growing broad-base public support, including many
Scientologists. The legitimacy of its approach and activities has even
been acknowledged by the IRS, which recognizes CATS as a tax-exempt
social reform activity.

Until the tax system is changed, a Scientologist who refuses to
file a tax return, to pay required income taxes, or to comply with other
tax laws, is in violation of the Scientology ethics codes and by his or
her unethical conduct is placing himself and the group at risk. Such
a person will be ineligible for Church services until the matter is
rectified. Anyone promoting to other Scientologists not to pay taxes
or file returns or promoting any of the various tax protest schemes,
will ‘be subject to discipline under the Scientology justice codes.
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If one doesn't like the tax system, then he can do something about
reforming it. Meanwhile, it is far more pro-survival to simply know and
obey tax laws, to file your tax returns and to pay your taxes. Who
would want to risk his eternity for any amount of money?

TAX COMPLIANCE OFFICER OSA INT

Authorized by
AVC INTERNATIONAL

for
CHURCH OF SCIENTOLOGY
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I HELP

Field Auditors

ACCEPTANCE OF IRS EMPLOYEES FOR AUDITING OR TRAINING

Ref:
HCO™ PL 6 Dec. 76RB ILLEGAL PCs, ACCEPTANCE OF,
Rev. 8.4.88 HIGH CRIME PL

Since the end of the forty-year war with the Internal Revenue
Service, there are IRS employees or others closely connected to them
such as family members who, recognizing the workability of Scientology,
are reaching to get on The Bridge® to Total Freedom.

Until now, it would have been folly to consider allowing IRS
employees or IRS-connected persons onto service in the organization.
However, with peace has come the opportunity for those working for the
IRS or their families to avail themselves of the gains from Dianetics®
and Scientology auditing.

Therefore, employees of the Internal Revenue Service are no
longer deemed illegal preclears by reason of their connection to this
government agency. The IRS is no longer hostile or trying to suppress
Scientology and Scientologists™ and thus those connected with it could
benefit from services.

In order for an IRS employee or former employee or family member
(immediate family or an in-law) of persons connected to the IRS to
qualify for auditing or training in a Church, Mission or field group,
or to receive auditing from a field auditor, the person must pass a
Confessional to ensure he is not a source of trouble as covered in
HCO PL 27 Oct. 64R, POLICIES ON PHYSICAL HEALING, INSANITY AND SOURCES
OF TROUBLE.

The Confessional form to be used for this is attached to this
Scientology Policy Directive. Every question of this form is F/Ned
on the applicant per standard Confessional tech. The C/S of course
may add questions to the form to ensure the applicant is clean but
in no case may questions be deleted.

If the applicant passes the Confessional, in other words if he
is not a plant or source of trouble, he may be accepted for auditing
or training, upon review of the results of the Confessional by the
C/S and DSA of the org and the DSA's final okay.

No blanket authorizations may be granted for employees or former
employees of the IRS or any other government agency, or for family
members of such, to receive auditing or training. This applies to
persons connected with any government agency, as covered in HCO PL
6 Dec. 76RB, ILLEGAL PCs, ACCEPTANCE OF, HIGH CRIME PL.

The fact is, various government agencies in the United States and
elsewhere have attempted to suppress Scientology. There is no desire
on our part to arbitrarily deny people The Bridge to Total Freedom.
However, standard tech includes spotting anyone connected to an SP and
fully handling the PTS condition. A PTS will not make lasting gains
until the condition is discovered and handled.

Anyone applying for services may only be handled on an individual
basis with a fully completed and passed Confessional and clearance as
above.

Commander Ray Mithoff

SENIOR C/S INTERNATIONAL

Authorized by

AVC INTERNATIONAL

for CHURCH OF SCIENTOLOGY
CSI:AVCI:RM:dk.gg INTERNATIONAL
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ATTACHMENT

TRS EMPLOYEES, FORMER EMPLOYEES AND RELATIVES

APPLYING FOR DIANETICS® AND SCIENTOLOGY® SERVICES

CONFESSIONAL FORM

i nfessional form covers the sources of trouble as given in
HCOo™ gglg7cgct. 64R, POLICIES ON PHYSICAL HEALING, INSANIT¥ AND SgURng
OF TROUBLE, and is to be done on any Internal Revenue Service empdoy
or former employee before he/she.may be qccepted for'Dlanetlci ip .
Scientology training and processing. This also applies to relative

of IRS employees or former employees.

i i 7 Jan.
The form is done as a standard HCO Confessional per HCOB
85, HCO CONFESSIONALS, and HCOB 30 Nov. 78R, CONFESSIONAL PROCEDURE.

This list may have questions added to it by the C/S, but questions
are not deleted from it in any case.

In addition to detecting any of the sources of troub}e given.in
HCO PL 27 Oct. 64R, this Confessional also includes questions Qe51gned
to detect a plant. If a person being given this Confess;onal is found
to be a plant, he is turned directly over to the MAA/Eth}cs folcer or
the HCO Area Secretary, and the Director of Special Affairs is alegted
immediately. In such a case HCO must additionally report all details
directly to the Inspector General Network. The org must not attempt
to further audit or train a person who has been found to be a plant.

PRECLEAR: DATE:

AUDITOR:

1. ARE YOU INTIMATELY CONNECTED WITH PERSONS OF KNOWN
ANTAGONISM TO MENTAL OR SPIRITUAL TREATMENT OR
SCIENTOLOGY?

2. DO YOU HAVE A CRIMINAL RECORD?

3. HAVE YOU EVER BEEN IN JAIL?

4. HAVE YOU EVER DONE ANYTHING YOU ARE AFRAID THE POLICE
WILL FIND OUT?

5. HAVE YOU EVER INJURED DIANETICS OR SCIENTOLOGY?

6. HAVE YOU OR ANY MEMBER OF YOUR IMMEDIATE FAMILY
EVER SUED OR THREATENED TO SUE OR EMBARRASS OR
ATTACK SCIENTOLOGY?

7. HAVE YOU OR ANY MEMBER OF YOUR IMMEDIATE FAMILY
EVER PUBLICLY ATTACKED SCIENTOLOGY?

8. HAVE YOU OR ANY MEMBER OF YOUR IMMEDIATE FAMILY
EVER BEEN PARTY TO AN ATTACK ON SCIENTOLOGY?

9. DO YOU KNOW OF ANY SECRET PLANS AGAINST SCIENTOLOGY?

10. DO YOU KNOW OF ANY PLANS TO INJURE A SCIENTOLOGY
ORGANIZATION?

11. DO YOU HAVE ANY OVERTS ON L. RON HUBBARD?

12. DO YOU HAVE ANY OVERTS ON SCIENTOLOGISTS?

13. HAVE YOU EVER TAKEN MONEY TO INJURE SCIENTOLOGY?
14. DO YOU FEEL THAT SOME DIANETICS OR SCIENTOLOGY

BOOK OR AUDITOR IS RESPONSIBLE FOR ANY BAD
CONDITION YOU ARE IN?

© 1994 CSI. All Rights Reserved.
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15.

16.

17.

18.

19.

20.

21.
22.

23.

24,

25,

26.

27.

28.

29.

30.
31.
32.

33.

34,

ARE YOU BEING AUDITED BECAUSE SOMEO ANT
YOU TO BE AUDITED? NE BLSE W =P

DO YOU WANT TO BE PROCESSED ONLY TO SEE IF
SCIENTOLOGY WORKS?

ggEYgngggL THAT SOME PERSON SHOULD BE HELPED AT
E OF THE ORGANIZATION, FOR THE P
OF NOTORIETY? ' TRPOSE

DO YOU "HAVE AN OPEN MIND" ABOUT SCIENTOLOGY BUT
NO PERSONAL HOPES OR DESIRES FOR AUDITING OR
KNOWINGNESS?

DO YOU BELIEVE THAT NO PERSON OR THING CAN REALLY
GET BETTER?

ARE YOU OR HAVE YOU EVER ATTEMPTED TO SIT IN
JUDGMENT ON SCIENTOLOGY IN A HEARING?

ARE YOU ATTEMPTING TO INVESTIGATE SCIENTOLOGY?
HAVE YOU EVER INVESTIGATED SCIENTOLOGY?

ARE YOU HERE FOR SOME OTHER REASON THAN WHAT
YOU'VE SAID?

(Pull the withhold E/S to F/N. Get all the data.
If it turns out the person is a plant that has
been sent in to the org to harm Scientology or
gain access to Scientology and Dianetics materials
for some unworthy motive, end off the session and
turn the person over directly to the EO, MAA or
the HCO Area Secretary, with an alert to the Dir
Special Affairs and Inspector General Network.)
WERE YOU SENT HERE TO GET DATA FOR SOMEONE ELSE?
(Handle as in #23 above.)

HAVE YOU BEEN SENT HERE AS A PLANT TO GET TECH
DATA?

(Handle as in #23 above.)
HAVE YOU BEEN SENT HERE TO DISRUPT THE ORGANIZATION?

(Handle as in #23 above.)
DO YOU HAVE A SECRET INTENTION FOR COMING HERE?
(Handle as in #23 above.)

ARE YOU CURRENTLY CONNECTED IN SOME WAY TO SOME
GOVERNMENT AGENCY THAT IS OPPOSED TO SCIENTOLOGY?

(Handle as in #23 above.)

ARE YOU IN ANY WAY CONNECTED TO A GOVERNMENT SPY
ORGANIZATION?

(Handle as in #23 above.)
IN THIS CONFESSIONAL, HAVE YOU TOLD A HALF-TRUTH?
IN THIS CONFESSIONAL, HAVE YOU TOLD AN UNTRUTH?

IN THIS CONFESSIONAL, HAVE YOU SAID SOMETHING ONLY
TO IMPRESS ME?

IN THIS CONFESSIONAL, HAVE YOU TRIED TO DAMAGE
SOMEONE?

IN THIS CONFESSIONAL, HAVE YOU DELIBERATELY TRIED
TO INFLUENCE THE E-METER?
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35. 1IN THIS CONFESSIONAL, HAVE YOU SUCCESSFULLY
WITHHELD SOMETHING?

36. IN THIS CONFESSIONAL, HAVE YOU COVERED UP FOR
SOMEONE ELSE?

37. 1IN THIS CONFESSIONAL, HAS ANYONE SAID YOU HAD A
WITHHOLD WHEN YOU DIDN'T HAVE ONE?

38. IN THIS CONFESSIONAL, HAS ANYTHING BEEN ASSERTED?

39. 1IN THIS CONFESSIONAL, HAS ANYTHING BEEN
SUPPRESSED?

40. IN THIS CONFESSIONAL, HAS ANYTHING BEEN
INVALIDATED?

End of Confessional

DIANETICS, SCIENTOLOGY, HCO and E-METER are trademarks and service marks
owned by Religious Technology Center and are used with its permission.
SCIENTOLOGIST is a collective membership mark designating members of the
affiliated churches and missions of Scientology. Printed in U.S.A.
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Tax Rudiments Policy 1

HATTING MATERIALS FOR

COMPLIANCE WITH TAX LAWS AND REGULATIONS

On October 1, 1993, the IRS recognized the Church o§ Scientoéogy
and various of its subordinate churches and ;ela;ed charitable an
educational institutions as tax-exempt organizations.

The IRS also determined that it would no lgnger disallow qonatlons
made to churches -- including donations for‘audltlng and training --
as charitable contributions and these donations now can be claimed on
federal (and state) personal income tax returns.

The IRS recognition means that Scientology organizations in the
United States do not have to pay corporate income taxes. It also means
that parishioners may deduct from their personal income taxes donations
for training and processing, as well as donations they make to support
dissemination and other expansion activities.

There are other taxes which are not covered by the IRS recognition.
For example bookstore receipts are generally subject to sales taxes.
Although property tax exemption is generally available to churches, many
local areas have mandatory assessments not subject to exemption or will
continue to tax certain portions of church premises which are not used

exclusively for exempt religious purposes under local law, such as
parking lots.

More importantly, exemption from corporate income taxes does not
mean that church and mission staff are exempt from personal income
taxes. It also does not relieve U.S. churches and missions from their

obligations as employers to follow tax rules and regulations regarding
withholding and payroll taxes.

Compliance with all tax rules and regulations, as well as keeping
standard financial records, continues to be an essential legal rudiment.

Having now won our tax exemption, it is vital we do everything required
to maintain that status.

It is therefore necessary to know and understand the various tax

laws and rules. Armed with this knowledge, tax compliance becomes
rather easy.

The purpose of these Tax Rudiments Policies is to provide the
information and hatting needed to comply with various tax laws as well
as other areas which may fall under the heading of tax rudiments. The
first issues in this series have to do with payroll taxes. There is a
lot to know about this area, how the taxes are computed and the various
forms of compensation that are taxable under IRS rules. As an employer,
your org or mission has a responsibility to know and follow these rules
just like any other employer in the United States.

© 1994 CSI. All Rights Reserved.
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There will be additional policies in the futu
areas of tax rudiments or to provide updated info
change. These should be kept in packs and be
materials for Treasury staff and

re concerning other
rmation as the tax laws

part of the basic hatting
others who deal with these matters.
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Tax Rudiments Policy 2

SOCIAL SECURITY TAXES

UNITED STATES CLASS V_ORGS AND MISSIONS

AN S S e e ,_,——————————

Tax exempt status for the U.S. churches and missions applies only
to corporate income taxes. It does not exempt them from other forms of
tax and it does not exempt staff members from personal income or social
security taxes. Tax exempt status also does not affect the Chgrch's
obligations as an employer to ensure that taxes are properly w;thheld
from payroll and paid over to the IRS on behalf of staff. It is an
extremely important aspect of tax compliance to ensure that these
rudiments are in.

This issue concerns the tax rules regarding social security taxes
and our obligation to ensure that organizations are in compliance with
such and to help Church staff comply with their personal tax
obligations. .

There are two laws which cover employment and payroll taxes, the
FICA (FICA is short for: Federal Insurance Contributions Act) and
SECA (which is short for Self-Employment Contributions Act. FICA
applies to that circumstance wherein an employer is responsible for
paying the employment taxes to the IRS (half of which is withheld from
the employee'’s pay) and SECA applies to that circumstance in which a
self-employed individual pays his own employment taxes out of his
earnings. SECA taxes are generally referred to as self-employment
taxes.

Both FICA and SECA can be characterized as federal pension or
benefit plans designed to ensure that the elderly or disabled have
an income after they have retired or are no longer able to work.
It includes a contribution towards hospitalization insurance for the
elderly (Medicare). One contributes to the fund during one'’'s worklife
with the expectation of receiving these social security benefit payments
later.

Both FICA and SECA taxes are computed at 15.3% of taxable
compensation. The tax rate is subject to change each year and has been
steadily climbing since the inception of the social security system.

Half of the FICA amount (7.65%) is paid directly by the employer.
The employer is required to withhold the other half (7.65%) out of the
pay of the employee and forward it to the Internal Revenue Service. In
the case of SECA, the self-employed person pays the full amount (15.3%)
out of his pay.

In 1984, Church of Scientology International and the United States
Churches of Scientology and some missions elected out of FICA by filing
a special election available only to churches. The election was made

because we are philosophically opposed to any form of social welfare and
public insurance programs.

While this election meant that the churches and missions concerned
did not have to pay FICA taxes, it shifted the responsibility and burden
for reporting and paying social security taxes to the individual staff
members. They were required to file tax returns to pay their social
security taxes even if they didn't earn enough income to pay income
taxes. Under the law, staff were treated as "self-employed individuals”

© 1994 CSI. All Rights Reserved.
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for purposes of social security taxes. They therefore became subject
to SECA taxes (15.3% of their taxable earnings) unless they had personal
ministerial exemptions as covered below.

Despite our objections to public insurance (in Scientology we
know the real basics of production and exchange), most notably because
of its use in society in rewarding downstats and thus creating more
non-producers, International Management has concluded that it would
be advantageous to elect back into the social security system. It is
the desire of Management to make it as easy as possible to be a staff
member in a Scientology church or mission. After all, it is the execs
and staff of churches and missions -- at all levels of the hierarchy
-- who are performing the most valuable job on Earth, in providing the
facilities and services to clear the planet. Staff of Scientology
organizations are not money motivated. They are there because they
are dedicated to achieving our goals, and the exchange they receive is
that of helping others go free and moving up The Bridge® themselves.
Nonetheless, one needs money to live and when one is paid, he has a
duty to pay the taxing authorities either personally or through his
employer. Furthermore, it is in the best interests of the Church to
help ensure staff are also in compliance with tax law.

Therefore, all United States churches and missions have revoked
their election out of FICA. As a result, from 1 January 1994 onward,
these churches and missions will be responsible for withholding FICA
and paying it over to the IRS. In the future, individual staff will
not have to grapple with the complexities of paying their own social
security taxes; rather such will be handled by the Treasury Division
of their org or mission.

This action will not benefit certain staff members however.
Under tax law, ordained ministers who are performing ministerial
functions (which includes auditors, church executives, etc., as
discussed below) must always be treated as self-employed and be subject
to SECA taxes. Thus, ordained ministers performing such ministerial
services must continue to pay their own self-employment taxes and are
responsible for filing an income tax return each year, regardless of
whether they earned enough to owe income taxes.

Ordained ministers performing ministerial services also have a
higher wage base on which their SECA tax is computed. As a general
rule, under both FICA and SECA an individual is taxed on his or her
actual pay as well as certain non-cash fringe benefits, such as persocnal
use of org automobiles. However, an important exception applies to
ordained ministers who are performing ministerial functions: They also
are taxed on the value of any meals or lodging the employer may provide.

This exception directly affects ordained ministers of the
Scientology religion who are performing ministerial functions for their
Church or mission. Such ministers in a Class V church or a mission
would be subject to SECA taxes on any parsonage allowance they received
as well as their other compensation.

MINISTER'S EXEMPTION

Federal tax law gives ordained ministers a choice on whether or
not they want to participate in the social security system. Personal
exemption from SECA is available to ordained ministers who object to
being taxed on funds received from ministering their religion and who
are opposed to the acceptance of any public insurance for religious
reasons. This is a personal decision which must be made by the
individual.

Ordained ministers who obtain their exemption will not be subject
to tax under SECA, though they will continue to be subject to federal
income tax as normal.

There is an aspect of this you should be aware of. Since exempt
ministers do not pay SECA tax, they also are not contributing toward
their personal social security accounts. Thus, while exempt ministers
are not subject to SECA tax currently, in later years they will not
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receive social security benefits based on their ministerial services.
Such exemption only affects the benefits that would accrue from
ministerial earnings; an exempt minister would still be entitled to
social security benefits related to taxes paid on non-ministerial
earnings at other times in his worklife.

In order to obtain the SECA exemption, an ordained minister must
file a special application with the Internal Revenue Service no later
than the due date for the minister’s regular income tax return (usually
April 15) for the second year in which the minister receives $400 in
self-employment income, any part of which consists of income derived from
performing ministerial services (i.e., serving as an auditor, Church
executive, etc.).

The IRS takes the position that the minister must have been duly
ordained by a church that the IRS recognizes as a tax-exempt section
501 (c) (3) organization to qualify for the exemption. Thus, ministers
ordained by a church that the IRS does not recognize as exempt will not
be granted exemption.

In the past, the IRS has denied exemption to many of our ordained
ministers on this basis. This has now changed and Scientology ministers
now have the same rights as the ministers of any other religion. Because
of the recent IRS recognition of the Church's tax exemption, the IRS has
agreed to process all applications for exemption by Scientology ministers
who have been ordained by a Scientology church or mission that previously
was not recognized as tax exempt.

Any ordained minister performing ministerial functions who wishes
to become exempt from SECA will be allowed to file an application for
exemption with the IRS. In order to ensure exemption from SECA taxes,
interested ministers should file the application at the earliest
possible time.

The tax law provides that ministerial services include:
1. Delivering religious services, or

2. Serving in a management position that calls for the
exercise of ecclesiastical authority over the affairs
of the religious organization.

Attachment A contains a list of those posts which require the
performance of ministerial services and therefore qualify their holders
for the ministerial exemption.

ADMINISTRATION OF FICA

As a result of the United States churches and missions now electing
back into FICA, the only staff exempt from FICA or SECA taxes are
ordained ministers who:

a. already have a personal exemption from social security taxes
or who now file for and obtain personal social security tax
exemption with respect to ministerial earnings on the basis
of a religious objection to public insurance, and who

b. work in a ministerial capacity.
Everyone else on staff is subject to FICA or SECA taxes.

Those staff who are on posts eligible for exemption from SECA taxes
and who wish to become exempt are encouraged to complete any remaining
requirements for ministerial ordination and apply for the exemption by
filing Form 4361 with the IRS.

Any ordained minister who is working in a ministerial capacity
who is not exempt must pay SECA on food and lodging and certain fringe
benefits (and on any parsonage allowance) as well as on his earnings.
(Taxable fringe benefits are covered by separate issues and include,
but are not limited to personal use of org cars, the value of education
provided to children by the org and, in limited circumstances, the value
of childcare provided by the org.)
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Note: Anyone who is not yet an ordained minister but who is holding
a ministerial post (as defined in Attachment A) will be subject to FICA
as if he were on a non-ministerial post as discussed below.

HOW TO CALCULATE THE PAYROLL

Both orgs and missions have finance systems wherein the payroll is
calculated as a percentage of CGI. The pay sum is 30% of CGI and there
are additional percentages for bonuses or reg commissions.

Each element of the payroll would have to be figured separately
because there are different units and distributions for the regular pay,
bonuses and commissions. However, the formula below will work for each
of the elements.

On payroll and bonuses where there is a certain amount allocated to
pay, the employer'’s share of FICA is calculated and subtracted from that
amount before the payroll is calculated and paid. The amount of the
employer'’'s share of FICA could be estimated but there is an easy way to
compute it as follows:

A. Total the units of employees not subject to FICA

Total the units of employees subject to FICA

B.

C. Multiply B x 1.0765

D. Add A + C. ’

E. Divide the payroll sum by D. This gives the unit value.
Example:

A. Units of employees not subject to FICA = 150 units
Units of employees subject to FICA = 100 units
100 x 1.0765 = 107.65 units

150 plus 107.65 = 257.65 units

m O Q0 w

Payroll sum = $ 5,200

Therefore, a unit is $5,200 divided by 257.65 or $20.1824
per unit.

$20.1824 x 150 units = $3,027.36 Pay sum for employees not

subject to FICA

$20.1824 x 100 units = $2,018.24

Gross pay sum for employees
subject to FICA, including
employee's share of FICA

$2,018.24 x 7.65% $ 154.40

Employer share of FICA

TOTAL PAYROLL SUM $5,200.00

Then, to figure out the distribution of the payroll, simply take
the employee's share of FICA or the SECA out of the individual
paychecks.

For example, assume that staff members A, B and C are each entitled
to 10 units.

Staff member A is subject to FICA
Staff member B is subject to SECA

Staff member C is an exempt minister.
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staff member A would receive:

10 units X $20.1824 = $201.82
Less FICA at 7.65% 15.44
Net Pay $186.38
Staff member B would receive:
10 units X $20.1824 = $201.82
LESS SECA
(.9235 X $201.82) = $186.38
X 15.3%
$ 28.52
Net Pay $173.30
Staff member C would receive:
10 units X $20.1824 = $201.82

If a staff member is a non-exempt minister and receives a parsonage
allowance, then 15.3% of taxable parsonage amount (.9235 of the total
parsonage allowance is subject to SECA) should also be deducted from his
regular pay and deposited with the IRS as withholding taxes. This will
alleviate possible financial stress at the end of the year because the
taxes will have already been paid.

NOTE: Income tax withholding amounts are calculated on each
employee's gross pay and are additional to the above calculations for
FICA.

SUMMARY

By electing back in to the social security tax system and then
properly administering the taxes, our staff members are relieved of
the personal burden of filing individual income tax forms to pay SECA.
However, a large proportion of staff will now have a choice and

opportunity to obtain exemption from social security taxes on their
ministerial earnings.

Should you require any assistance with this matter, then you should

c??tact Accountancy Compliance I/C care of the International Finance
Office.

CORPORATE COORDINATOR CSI

Approved by
WATCHDOG COMMITTEE

Authorized by
AVC INTERNATIONAL

for
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ATTACHMENT A

LIST OF POSTS BY ORG

QUALIFYING FOR MINISTERIAL EXEMPTION

CLASS V ORGS

Executive Council
(ED, D/EDs, HES, OES and PES)
All Network Representatives
(FBO, Flag Rep, LC, DSA)
Case Supervisors, Auditors and Course Supervisors)
Chaplains

MISSIONS

Mission Holder (if full time)
Executive Council
(ED, D/EDs, HES, OES and PES)
Case Supervisors, Auditors and Course Supervisors
Chaplains

® 1994 CSI.
All Rights Reserved.

FLAG is a trademark and service mark owned by Religious Technology
Center and is used with its permission. Printed in U.S.A.



SCIENTOLOGY® POLICY DIRECTTIVE

9 APRIL 1994
Issue V

CMO Int

Int Finance

Exec Strata

Flag® Bureaux

SMI Int

CLO WUS

CLO EUS
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Tax Rudiments Policy 3

MINISTERIAL EARNINGS AND SOCIAL SECURITY TAXES

CLASS V ORGS AND MISSIONS

(This issue is written as a supplement to
SPD 9 April 1994 II, Tax Rudiments Policy 2,
SOCIAL SECURITY TAXES, which explains Social
Security Taxes in detail and which should
be consulted for a complete understanding

of the subject.)

Federal tax law gives ordained ministers a choice on whether or not
they want to participate in the social security system.

Ordained Scientology ministers working in a ministerial capacity
for a church or mission within the United States have the opportunity to
make a personal election to opt out of the social security system based
on a religious objection to public insurance.

When a minister elects out of the social security system he will
not be subject to social security taxes from his ministerial earnings
but it also means that he will not receive whatever social security
benefits he would have been entitled to had he paid the taxes. This
applies only to ministerial earnings -- the election does not affect
a minister's entitlement to social security benefits from other taxes
paid from non-ministerial earnings.

In the United States there are two laws which cover social
security taxes, FICA and SECA. FICA is short for Federal Insurance
Contributions Act and SECA is short for Self-Employment Contributions
Act. FICA applies to that circumstance where an employer is responsible
for paying the taxes and SECA applies to that circumstance in which a
self-employed individual pays his own taxes. SECA taxes are generally
referred to as self-employment taxes.

Both FICA and SECA are calculated as 15.3% of taxable compensation.
Under FICA, the employer pays half of the tax (7.65%) and withholds the
other half (7.65%) from the employee’'s wages and forwards it to the IRS.
gpder SECA the self-employed person pays the full amount (15.3%) out of

is pay.

.Under‘tbe tax law, for the purposes of social security tax, an
ordained minister who is performing ministerial functions must be
treated as if he were "self-employed” even when he is in fact employed
by his church. Unless he is personally exempt, he must pay his social
security tax through SECA rather than FICA, as self-employment tax.

Church personnel to which this applies are executives, auditors,

case supervisors, course supervisors and single-hat i
listed on Attachment A. g ted org chaplains as

©

¥ 1994 CSI. All Rights Reserved.
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The law also requires that ordained ministers who work in a
ministerial capacity but who are not exempt must pay social security
taxes on the value of room and board. Non-exempt ministers in a U.S.
Class V org or mission would be subject to SECA on the amount of any
parsonage allowance.

MINISTERIAL EXEMPTION

There is a personal exemption from SECA available to ordained
ministers who perform ministerial functions. This exemption is based on
a personal religious or conscientious objection to public insurance.

The exemption is obtained by simply completing and filing Form
4361 with the IRS. This should be done as soon as possible for those
ordained ministers holding ministerial posts who wish to be exempt and
who do not already have a personal exemption. Completed forms should be
forwarded to Tax Compliance Officer, Office of Special Affairs
International, who will ensure that they are properly filed and
processed. See Attachment B for a copy of Form 4361.

Where there are staff members holding ministerial posts as listed
on Attachment A who are not yet ordained ministers, they will be treated
exactly the same as the non-ministerial staff and be subject to FICA.

All other staff are subject to FICA and there is no exemption
available under the tax law. This is the law regardless of the fact
that there may well be personal religious objections to public
insurance.

SUMMARY

Social security taxes in the United States treat ordained ministers
who hold ministerial posts differently than other employees. Such an
ordained minister can elect a personal exemption from social security
taxes on the basis of a religious objection to public insurance and to
having his ministerial income taxed.

Ministers who desire personal exemption are encouraged to fill out
Form 4361 and send it to Tax Compliance Officer OSA Int as soon as
possible.

CORPORATE COORDINATOR CSI

Approved by
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ATTACHMENT A

LIST OF POSTS BY ORG QUALIFYING
FOR MINISTERIAL EXEMPTION

CLASS V ORGS

Executive Council
(ED, D/EDs, HES, OES and PES)
All Network Representatives
(FBO, Flag Rep, LC, DSA)
Case Supervisors, Auditors and Course Supervisors
Chaplains

MISSIONS

Mission Holder (if full time)

Executive Council

(ED, D/EDs, HES, OES and PES)

Case Supervisors, Auditors and Course Supervisors
Chaplains

© 1994 CSI.
All Rights Reserved.

FLAG is a trademark and service mark owned by Religious Technology
Center and is used with its permission. Printed in U.S.A.
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o 4361

{Rev. June 1891)

Department of tho Treasury
intemal Revanuo Service

Application for Exemption From Self-Employment
Tax for Use by Ministers, Members of Religious
Orders and Christian Science Practitioners

OMB No. 1545-0168
Expires 6-30-94

File Original
and Two Copies

File original and two copies and attach supporting documents. This exemption is granted only if the IRS returns a copy to you marked “approved.”

E 1 Name of taxpayer shown on Form 1040 Soclal sacllmty nurr}ber
by : ;

E Number and street (including apt. no.) Telephone number (optional)

& ()

§ City or town, state, and ZIP code

& _
2 Check ONE box: [ Christian Science practitioner [ ordained minister, priest, rabbi 3 aat::c?"‘;%'gggh::fge"sed- etc.

] Member of religious order not under a vow of poverty ] commissioned or licensed minister (ses line 6)

document. See instructions.)

E-3

Legal name of ordaining, licensing, or commissioning body or religious order

[/

Number, street, and room or suite no.

Employer identification number

City or town, state, and ZIP cade

§ Enter the first 2 years, after the date shown on line
which came from services as a minister, priest, rabbi, etc.; member of a religious ord

3, that you had net self-employment earnings of $400 or more, any of
or; or Christian Science practitioner P | 49 19

-]

commissioned, or licensed ministers.

It you apply for the exemption as a licensed or commissioned minister, and your denomination
powers differ from those of an ordained minister of your denomination. Atiach a copy of your denomination’s by-laws relating to the powers of ordained,

also ordains ministers, please indicate how your ecclesiastical

...................................................................................................................................................

7 | certify that | am conscientiously opposed to, or because of my religious pr_incip!es | am opposed to,
member of a religious order not under a vow of poverty, or a Christian Science practftnaner) of any pul
disability, old age, or retirement; or that makes payments toward the cost of, or provides services for,

systems established by the Social Security Act.)

i certify that as a duly ordained, commissioned, or
ordaining, commissioning, or licensing body of my church or order that |
acceptance (for services | perform as a minister or as a member of a religl

the acceptance (for services | perform as a minister,
blic Insurance that makes payments in the event of death,
medical care. (Public insurance includes insurance

licansed minister of a church or a member of a religious order not under a vow of poverty, | have informed the

am consclentiously opposed to, or becausa of religious principles, | am opposed to the
ious orden) of any public Insurance that makes payments in the event of death,

disability, old age, or retirement; or that makes payments toward the cost of, or provides services for, medical care, Including the banefits of any insurance

system established by the Soctal Security Act.

| certify that | did not file an effective waiver certificate (Form 2031) electing social security coverage on earnings as a minister, member of a religious order not
under a vow of poverty, or a Christian Science practitioner.

| request to be exempted from paying self-employment tax on my eamings from services as a minister,
or a Christian Science practitioner, under section 1402(e)
earnings. Under penalties of perjury, | declare that | have examined

Signature »

member of a religious order not under a vow of poverty,
of the Internal Revenue Code. | understand that the exemptlon, if granted, will apply only to these
this application and to the best of my knowledge and belief, it is true and correct.

Date I

Caution: Form 4361 is not proof of the right to an exemption
allowance exclusion (section 107), assignment by your religious superiors to a

commissioning body, or rellgious order.

from Federal income tax withholding or social security tax, the right to a parsonage
particular job, or the exemption or church status of the ordaining, licensing,

For Internal Revenue Service Use

(O Approved for exemption from self-employment tax on ministerial earnings
[ Disapproved for exemption from self-employment tax on ministerial eamings

(Director’s signature)

General Instructions
(Section references are to the Internal
Revenue Cods.)
Paperwork Reduction Act Notice.—We ask
for the information on this form to carry out
the Internal Revenue laws of the United
States. You are required to give us the
information. We need it to ensure that you are
complying with these laws and to allow us to
figure and collect the right amount of tax.

The time needed to complete and file this
form will vary depending on individual
‘circumstances. The estimated average time
s:
Recordkeeping, 7 minutes; Learmning about
the law or the form, 19 minutes; Preparing
the form, 16 minutes; Copying, assembling,
and sending the form to IRS, 17 minutes.

If you have comments concerning the
accuracy of these time estimates or

suggestions for making this form more

simple, we would be happy to hear from you.

You can write to both the Internal Revenue
Service, Washington, DC 20224, Attention:
IRS Reports Clearance Officer, T:FP; and the
Office of Management and Budget,
Paperwork Reduction Project (1545-0168),
Washington, DC 20503. DO NOT send the
form to either of these offices. Instead, see
Where To File on page 2.

Purpose of Form.—File Form 4361 to apply
for an exemption from self-employment tax if
you are:

e An ordained, commissioned, or licensed
minister of a church; :

e A member of a religious order who has not
taken a vow of poverty;
e A Christian Science practitioner; or

® A commissioned or licensed minister of a
church or church denomination that

ordains ministers, if you have authority to
perform substantially all religious duties of
your church or denomination.

This application must be based on your
religious or conscientious opposition to the
acceptance (for services performed as a
minister, member of a religious order, or
Christian Science practitioner) of any public
insurance that makes payments for death,
disability, old age, or retirement; or that
makes payments for the cost of, or provides
services for, medical care, including any
insurance benefits established by the Social
Security Act.

If you are a duly ordained, commissioned,
or licensed minister of a church or a member
of a religious order not under a vow of
poverty, prior to filing this form you must
inform the ordaining, commissioning, or

{continued on page 2)

Cat. No. 41586H

Form 4361 (Rev.6-91)
























































































































