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' SCIENTQLOGY ORGS
TAX ARD BALANCE SHEZETS

There is a confuslon on the subject of fax ans balance sheets as they involve or
concern moniss owed on balance sheets. ' Exfra=-ordinary sclutions are being advanced
and the matter should be ruviswed.

There are certaln principles involved here which vitally affect Scientology
companies as companies and indeesd are basic in any business.

(1) 1f you acqulre the profit of an asset without paying for it, all wonies reecived
become g false profit and faxable

(2) 1+ you involce money as vour own that is in facT owed T0 svmeona ¢isc you wind
up with a false profit and get taxed for it.

(3) Thare are certain principles of business having o do with inceme and dusbfs which
cannot be thrown asido cven by 2 tax depariment. : '

{4) The moment you vary from the uxact truth of any transaction you involve yourself
in pctential confusion that regquires éxtra-ordinary solutions. '

s¢if belng asksu for ex*r:-ordinury solutions you nave departad

(5) When you find your
2 Transac;xon.

- 7
from tThe Truth o' *h

As tax departments have nevor To my knowledge acsopted without guestion the year's

refurn or talance shect of ~21‘CQrpo'aflfn, efforts to geT such deparitments to accept

a return or bilance sheet by putTing In wild sclutions avall nothing. The tax paople
aren't going to ac cepf any*hino &t all Enyway over without challenge. -1f you. are
challenged, you betfer have tne REAL facts right there. This dossn't mean one should
ell them all ths frufh in a goyser and gush., The real staple datum In handling

tax people is NEVER VOUINITEER ANY INFORMATICON, 1+ dowsz mean one must not Tell Them
cr give them false deta. It only means that when you give them data you can't back

up or raport profif you didn't make you will got Intc severe trouble,
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The basic errors of Scicentology corporations in accounting and tax matters |
(1) to (3) ab OV, ' : ' :

Under (1), all existing companies have acaguired assets from me without paying for
:“um and therafore chow 2 false praofit,

unny sell books thay do nct nwn the co:vrighTs *or, acquire technology thay
never saic for and, in The case of Saint Hill, acquired = business worth upwards of
two miliion peunds ana an estate wormh Zb0,000 without ever showing any debt, So
the preofite thzn look very iarge In any Szientology company. And this. involves them
<ith tax. Lol c :

Because The government accuses Them of paying me {which thaey don'ti, vThey Think it
must be & crime To pavy me anyxusnc and so are pushed into a profit situation because
They have never paid For Thelr main assets. Of course, a tax depaftment wants to see
them with a blg profit which can bu taxed and so olobkc the fruthful facf that the
companies owe me money.

Recently a faw in England, passed by the boilermakers playling poiiticlan,
threatened to call any company a Ciose Company which owca any money o an Individual

and put Close Company Tex at o?N. Wall, The loophols is that if they don't owe iT
te an Indlividual fThevid psy fax anyway aT Righ percent. And if they did owe 1t
thav'd have no profit Aud 67» of no1htng is vxacfly nothing., So using the Ciose

Company law to say | can't be owved anything Is just bad thinking.  And 1t leaves SH
with L2m of "prefit that CA\ be taxed which it doesn't really own as profit at all.
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Undcr (2) above, whpnever you invoice mongy as your own income that i3 owad to
snmubody olse you wind up with a falso prefit on which you will then have to pay tax
you don't owe. .

Let us take =n Advanced Ciinlcal Course | have given, | pafd my faré,4offun the
bulk of expcnses and took no fee. The ACC was involced in as or ‘ncome.  Yet it wasn't,
I+ was my income. Yet the org not only invoiced it in, It didn' t &vén nofo on its
balance sheets it owad It To me and so wound up with a texable profit.

Take tha book ‘Dianetics, Modarn Science of Mental Health” as a property. |
bought it back from the pubi!snerc 1n New Yory for $15,000 of mx_cash | turned it ovar
to the Distribution Centerinc in OC which then sold tons of copias of it, Invoiced each
one 'as its own Income and nevor paild me any royalty ot all. -Further, it never notad on
ifs batance sheets 1t owed me for It and soon had US Tax bitls against . I+ for its
Yprofiti,

in addition to ail that, DC, London and notably Saint Hill have taken over bank
accounts of mine, have lnvoirud roy*lfies owed to me only for movies and books, even my
veteran‘s checks and yot never ncted in any balance sheet or return that it owed 1t
So It wound up with a taxablo sum. . S - ]

Of course the government tax officus will say not to put down your debts as then
they have a profit to Tax!

1

Under (3) govefnmenfs can pass all the Iecis!afion they want, but gortain business
actions remain themse!vas., Onz buys, onc sells, one collscts, one owss. The governmsnt
would llke to upset all this but truth.is no go vernment really can, not oven in Russia,
as thoy are flying in The fseth of the fundamuntals of commercial inferchangu.

If one acquiraes a $10 dress for nothing one now has $10 worth more then one¢ had
before. |f one paid $10 out and tock & $10 druss In the books batance. A Thieof must
bs in continual trouble In cconomics and with tax agencies as he acaulrod without
spending which leavas him heavily asseted without debt und so taxable to the hilt.

Under (4) above, the moment you depar+ from the truth of records with axplanations
or gimmicks, you cannof substantiate your stetements. The rocords ho longer line up.

- So you have to destroy the accounts «ysfam or muck it up so 1t can't be réad and
prompfly you are in real trouble. .

You can asslign new valucs to some data, you can honusfly reassess the meaning of
your flgures (such as advanced payments are not incoms) but note you are going in the
clirection of more truth,

The truth of Scientoiogy orgs is that | built Them with my own monay (which they
didn't record) and made thom affluent where they are without pay. | gave them
tachnology they dic not finance, books cn which they pay no royalfy and cash they
forget to mark down.

The result is that they show a profit which docs not exist In fact as the where-
withal by which tho money was made was not ever reimbursed.

Not only wore assots acqulreo which haa.n9+ beqn pald for, but additicral monies
were inyoiced iney did not have coming. The result .is an apparent profit and, of
course, troutle with the tax people. ' 1 '

Under (%) when you daparf from faufs and bas!f planninq you then have tc have
very extra-ordinary solutions.. And whan you seem to have to have sxtra-ordinary solutions
you have departed from bzsics and facts. - ‘

Right now there Is a lot cf tax yap. And it Is buing sef up to clobber Scientology
with huge Tax bil)s in Eng!and and The U. S. ' . . ' \

‘This isnit becaus» peopln are mad at oLlJnTolOOy. it's becausb Scientology orgs
have glven themselves a huge swollen pro*lf by not keeping good racords and by not
letting the roal debfs ‘be dabfs.

Every SP on the llnes Is of course frantic at the Thoughf’of Ron getting hold of
any monay. What will Ron do with i¥? More research, morec orgs,#gge Scn, morc freedom.
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The record clsarly states thiz is The case., Whap | drew $10,000 as s repayment of dadt
which it was, | promprTly expand Scn to mzke [+ another 100,000, So it gees. Somctimos,
in development, some money gats “wasted”. But it always comes back 10 for | in the long

run.

So of course an SP *ries anthxno or says anyfhnnc To prever+ my . getting hold of
any more money than ! have. And all ‘sorts of weird “iaws™ and opinions are dug up to
show that | can't be paid. ‘ »

The last phoney was that [If monecy owed me was shown on current balance sheets then
All Past Years of All Orgs wou!d have to be redone. Mot so. 1f's up to the government
to demand that znd in that case !t would all be corrected anyway so It's no argument and
wouldn't wven happen. In past orgs, | nad controi. | no longer have It. So it's
natural that The investment had to be addes up and paid back,

A debt is a debf. Newly discovered debts are common In any accounting system.

So what does one do? rReport it all as proflit and got taxed out of existence? And
help i1 happen by felling @ lie - thet it owes me no money?

- As for the szle of SH to € of 3 of Cailf, the Tax on any sum pald is on e not Tha
org. So it is not the org's businsss. I+ IS fhv org's business to ba sitting there
with The full lncome of several million all involced as profit. Thet is the road to
ruin ftaxwise.

Thers are a iot of people Prour” who "know best™. This best" usually winds us up
in the soup.

MY orders cn this siand and are not open to opinion. And These orders are:

(1) Record in balance shsets as owed proper payment for any property or business
acquired from mo.

(2) Record all sums irnvoiced intc en org that were really mine as still owed to me.

(3) "arry on wiTh standarc¢ income-outge racordings and business procedures regardless
of law” '

(43 Tell and record the exact truth of all Transacticns past and present.

(5) Put into effect the basic solutlons i have written out In fuil for the handling cf
monies and debts
" c savs one must do something odd To

Den®t be dismayed because somehody in a i
ze how lawful our conduct of business

“stay within the law'. They probably don't re
really is.
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And Scientology crgs If they record thelr gzpts owed for assets and their incorrect
involcing of my money as thuir own and report what is really owed on their balance
sheets, will come out straight on tax.

The governments are in the business of falsifying other people's rocords so as to
collect more Tax. [f you report a bad debt they say it's a good debt. |f you report a
d.ot you ows, They say i+ isn't a debt. They can te counted on absclutely to assign
a significance to figures to increase tax. But even the craziest pervert in The tox
office CAN'T ergue doxn actual records so your only defense is actual records.

When YOU fall for the gag That YOU must falsify your records to "satisfy' some
“law or some cookay official you are jusT playing info their hands.

Further, some accountanis pelint black pictures of the govermment to cow Their
cliznts and ask them To falsify records by omi*?ing actual facts or demanding weird
sclutions. The thing fo Jo is stick with : truth and the real Invoices doggedly.

Now as to TAX, wny +vhis is mainly znybody's game of what Is a PROFIT., The thing
to do Is to assign a significance To the fiqures tefore the government can. The whole
thing is a mess only because arithmetic figures are symools open to ANY cignificance.

So i normaily think of a botter significance Than The government can. | aiways put _
enotah errors on a return te sotisfy thair blooksucking appetite and STILL come cut z2oro.

The gqame of accounting is just a game of assigning significances to figures. The
man with the most imagiraztion wins. BUT there must be correct fiqures and there must nov
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ba grass misass:gnmenf of dnbfs as profits or the whole thing won't hang together.

lncome tax Is a SuppreSSlVe effort to crush Individuzls and businesses ana deprivs
the state of national gross procuct (slace none can expand). The thing which baffles
any suppressive is truth. [17's tne only thing that works. Significances one assigns
figures are neither trus nor false but aiways musT be raasonable and defondable.  Anc
the figures Themseclve: must always check out..

Income dogs nct mear prefit. Ornz can vl should make all the INCOME one possibly
can. Always. The only crime reecily is f¢ bo broke. But whon one makes INCOME bo sur:
it is accounted for es to its source and thut one covers it with expenses and debfs.
Handling axaTton is as Jimple.ds that. : ‘ ’

SCl‘nfOIOUV income Is high in most qu,. Sut 1+ IS high due To The investment of
time and money in eariler ysars. So [f the nalance sheets omit all the money That was
invested and show only the meney that wes made, they are false baiance sheets. And that
is what tne government wants us io turn in - a false balsanze sheet that shows all income
as profit, with no repayment or renirement of debt.

Yesterday's unreported debis bscame invested moiney for expanslion. The debts of 1950
have not bsen lost st aii where thoy .remaln unpaid, hut shew up as DEVELOPED vbusiness.

¥ihen the debt was not paid, That sum was used to expand. So the uebf is stiil there
and today's ‘profit in no small way can be traced to The orgs not naving to pay. Instead
the mongy was usec to develop the org and area. The income from that development s
stifl there. Thus fhe debt must be There, must be shown on fha balance ahee+s and H00ks,
or it will involve the org evantuaily in tax +rouble.

LRH: jp/ It . :
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