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I, INTRODUCTION

Withih the ‘ramework of limited time and cost, thlé
Preliminary report is lntended to provide the Clearwater
City Commission initial research and review of legal ques-
tions relating to the authority of the City, as a Florida
municipality, to regulaﬁe organizations operating within-
‘ the City and claiming tax-exempt status.  The Report also
Provides the Cltj Commissmon relevant and material facts
concernlng the operations of the Church of Scientology
~within the Cit ty. The Church of Scientology has been ln-
vestigated by this firm in connection with numerous law
',suits presently pending in many qtate and federal courts
in the United States. The facts established by our anes- :
tlgatlon support the position that Scxnntology is engaged
_n;systematlc, w1desnread viola*lons of state and federal,i

eivil and crlmlnal laws.

i

Slnce the Report is preliminary in nature, it is deslgned ,Q_ 3,;

v

'/ to glve the City Commission an initial grasp of the legal
7autho*ity and factual baSlS to begin drafting regulatory mea-
- sures or to begin Planning for the institution of appropriata'
legal broceedings. Any decision of the Commission to ehact
fggeéific regulatory measures, or to pursue soecifié avenues of
legal redress, should be based upon a more particularized analy-
sis of the specific measures or pfocedures. The Report does,
however, provide the basis, if the Commission so ‘chooses, to
. proceed to the drufting, preparation and implementation stage.

Although preliminary examples of proposed ordinances are con-




ltained in the Report, it is recommendcd that a more thorough
fand exhaustlve analysis, and a more detaxled draftlng pro-
cess should be followed before actual enactment of such ox- yﬁ

dlnanoes.

This Report is divided into three Sections. Section I
contalns & general legal analysis of appllcable statutes and
case preceoents in seven primary areas of publiz domain.

These areas are:
Solicitation of funds by purported "religious",
"charitable", or "non-profit" organizations;

Unfair and deceptive pracﬁices by purported
"charitable", "religious", or "hon—profit“ or-

ganizations;

- Taxation of organizationscﬂaiming tax-exempt

status;

Zoning regulation of "Church facilities" in a

"Downtown Development Area";

The unlicensed practice of psychology or psycho-

therapy by a purported "religion"; -

Education

Public health, safety, lodging; fire and:buildingf

The legal analysis of these arnas is based upon Florida

o statutorj and mun1c;pal codes, Florida case oecxslons, and

‘where deemed appropriate state, federal and United States




Supreme Court decisions and state and federal statutes.

8ince the Report required preparation within very limited
time and cost cbnstraints, the legal analysis is not inten-
ded tobbe exhaustive in either citation qf authority or fac-~
tual analysis. It is, however, a preliminary survey with
récomméndatioﬁs.and conclusions based upoh the most appli-

cable decisinns and statutes.

Section II of the Report‘cdntains a\generai‘description,
‘and analysis of the creation, structure, policies and pur-
poses of Scientology. The history of Scientology involve-
~ment in the Judicial process, cdnsisting mostly of failure,
abuse, delay, harassment and attack, is recited together
‘Qigh a detailed outline of Scientology's tax;litigation his-
"rtory. An historical outline of thevbackground of Hubbard,
 ‘;thé’fouhde: of the Organization, is included along with a
'jdeSCriﬁtioniof his sales techniques and enforcement policies.
' inc1u&ing "bisconnect", "?aix«Game", and "R-2-45", |

N

The ”sdhizophﬁenic" nature of Scientology which exists

'bgtﬁeeh thé‘ image it presents to the public that it prosely— P
,ﬁizés; and in most instances deceives, and its intérnal‘operé
ating goals and poliéiés is also discussed. Thefdoctrinal
or belief structure of Scientology is presented in the per-
spective of ite confrontation with traditionally accepted
mental health technigues and treatments. - ThewéommerciaLAvis-
a-vis religious motivation and operation of Scientology is
- briefly discussed.. Finally, the actual operations of Scignfﬁfj:ﬂﬁik

R
i3

£ology within Clearwater are set forth.




Agaln, thla Section of the Report 15 not intended to be
either e\haustlve or comprehensive in fact or analysis, but
| fmere}y serves to highlight those areas which have become a
mette: cf public concern and arguably fall within the domain
of municipal review and regulation., The facts presented have
been collected from thousands of documents, publications, ang
the exewitgess testimony of hundreds of individuals. The
‘documents and pubiications are primarily internal materials
of”Scientology, many of which reveal a systematic pattern of
criminal activity, harassment, abuse, breach of oonfldent*al-~
"_ity, fraod extortlon, suppression of free speech, and depri-

_vetion of human rights and dignity.

Similarly, the eyewitness accounts of Scientologykac:ivif“

xtzes and pol;c;es dlsclose and illustrate a sustained s cheme

';of commercxally mot;vated, antx-socmal deceptiva and fraudu-
lent practices ‘which compellingly warrant commun*tj revmnw and
v_regulatlon.p
fSectiop IiI of-phe Report providesya limited‘anaivsis of
';Lthe appllcable law conta*ned in Sectlon I as applled to the
factual basxs of Sclentology policies and practices contalned
}‘elneSectlon II. The rational basis for the conclusions and
.precommendations made in the Report are to a‘iimited exient
'eet forth in this Section. .. A preliminary analysis of proposed
‘.{ordlnances and poqsmble procoedings to regulate and prohibit

aspec1f1c policxes lnjurloue to the public welfare is presented

“in thls Section.

The Report is summarized with final conclusions and recom-

: mendatlons*nc‘udlng an opinion concerning the proyected ime




}‘pact of enact;ng regulatorv measures and antiqipated‘litiga;“ 

. tion.

The varlous appendlceo to the- Report contaln miscellan-f:
eous materrals in support ofthoecoortlons of the Report
awhere references were deemed neces»ary References are made
f~to ‘the appendices by numerlcal correlation of the materi alv'f
in the Repcrt to the appropriate appendlx. Thus, a footnote;:*J?

number such as I- 3 refers to Appendlx I, item 3.:

1

II. ISSUES DPRESENTED AND CONCLUSIONS

A, ”Iesue 1l:

LR . . i
e - R I :
v T ’,

r“jDoes the City of Clearwater have the legal authoritj
ke regulate the solicitation of funds or property
by a purported religious organization where there
1s evidence of systematic, unfair, deceptive and

- fraudulent practices in the solxc;tation of said

.' }funds"

,\”’

7Conclusion:

511§  The Clty has the authorxty, under state and federal\
fifleh, to enact ‘an ordinance regulatlng the sol;c;tation of
funds by a purnorted rellglous organlzatzon through the en-
'gactment of ‘4 narrowly drawn ordxnance wlth specific regula-
.tory measures. The ordznance must meet the vequirements of
the recent Unlred States Supreme Court case of SCha burg v,
Citlzens, Etc. The Florida: Court of Appeals has upheld a

.more broadly drawn ordlnance enacted by the City of Jackson-

”Eavville than that recommended by this Report

R




2. The City has the autnority, under state and Federal
 law to enact an ordxnance regulateng consumer fraud whizh

‘_ordinance is applicab e to all organzzatlons, lncludina pur- ;K
'ported relig*ous co*poratlons. The Florida Supreme Courtt

' has upheld the power of Plnellas County to enact,e Consumex

AProtection Ordlnance.
B, IssuekZ:

. Does the City have the power to tax an organizatzon
which holds itself out to be.a relxgion, but which
systematically engages in activities, practices and
policies indicative of a commercial, orofit-motlvated‘,,,
enterprise, and which activities fail to meet Lhe re~ .-
quirements of the "operational test" for organiza-

- tions claiming tax-exempt status under Section 501(c)
(3) of the Internal Revenue Code? S .

 Conclusion.

Although the Clty hes limzted tax*ng powers under Florlda'

law, it should seek to have the Countj and State initiate ap-

”ji propr1ate action. Prﬂnarv authorlty to tax a religlous "front"

torgan;zation lies withzn Plnellas County and the State. The

}‘ACounty has the authority to impose real estate, personal property

and occupatlonal ta.es. " The State has the aLthorlty to lmpose
wsales, and mzscellaneous taxes. The Church of Sc;entol-

B ogy has lost every major court test in both state and federal
ei.courts w1th respect to lts qualfylng fcr exemption under the
operatlonal" test as apolled by the Interna’ Revenue Bureau.
’:The operatlona1 practices of Sc1entology in Clearwater dls-
Qualifv ‘ it for exemptlon under bothstate and federal stan~-
kdards; ‘The: City should conduct publ*c hearlngs in connectlon

with the proposed ordinances, as to the operational practices

3
IR




f_of Scientology within ﬁhefcity,]andrturn ovor.its‘findin§s to
the approprxate stute and county tawlnq authorities, for the

vpurpose of obtaining zedress from those authorltles.

-

Does the City have the authority to enact a zoning"
regulation llmltlng expansion of purported "Church
facilitius" in the "Downtown Development . Area"°

Conclusion

DThe City has the authority to enact a_ zoning reguéltion
~7fiimiting expansion of "Church facilities" in the "Downtowh'
Development Area" provided that the regulation la reasonablj

f related to 1egithnate publlc 1nterests. The City should pre~’b
“pare a list of defined goals for the "Downtown Development 3

Area"‘whxch *easonabxy warrants the nnactment of the sugaested

5j’rogulation.

D. Issue 4

Does the City have the power to enact an ordlnanco
regulating the practice of psvchology or psvcho-' -
therap!? '

. Conclusion

There ' is uncertainty undér Florida law'és to whether a
.VMunicipality may enact such an ordinance. Florida repealed
D,its Statufes reghlating the‘proctice of psychology., There
~.are no existing precedenﬁs treating potential First Amend-

'ment:problems in this area. Thus, municipal regulation is




{
*F

E questionable at this time. Exigent circumstances, howev;r,\such

as the unlxcenaed practlco of medlcxno, suicide, or cloar ﬂ_‘?
and flagrant osychological abuses, may warrant an effort toxj
regulate., The founder of S c;enfology, L. Ronaldﬂubbard haq
specifically stﬂted that Scientology is a methced of "psychu-

‘ahtherapy", and "the world's largest ‘mental health‘organrza-

tion". Foreign nations such as Australia have enacted regu-

latory measures specifically in response to investigations

concerning harmful psychological practlceo of Scxentology.‘

C Ty

E. Issue 5:

Does' the Clty have the’ power to enact anv regulato
‘measures governing educatmon’ .

‘Conclusion

The time and cost restralnts for thls Report did not al-’
fffilow sufflcient time to adequat ly research th;s issue. How~
"j,eve + the preqence of numerous small children within Sc;en-
"‘ ;ology in Clearwater suggests that this issue should be fully

A‘explored, particularly where there is strong evidence that
“minors Living w;thin the City‘are not recelv;ng minimal edu-

. cationdl requirements.

1'Does the City have the power to enact regulatory
measures governing public lodglng, publlc health.;
and safety, fire an” bulldlng codes. o

Conc@usion

‘Tine“and‘cost constraints for this Report did not allew




FQUfficient time o adequately research this issue. However,
. there is evidence of oﬁercrowding, beds in éofridors and
‘:oﬁher vidlations of‘public safeEy ﬁype ordihaﬁces,lwithin

' Scientolcgy-operated buildings to warrant fdrthefkiansﬁiga-

~tion and review.:
. G. Issue 7:

‘Has the Church of Scientology operated within Clear- .-
~water with activities, policies, practices and busi-
ness methods which are in violation of local, state
and federal law, and which activities and pracilices

~have caused, directly or indirectly death, physical,
mental and emotional abuse and financial loss to in-
dividuals within and without the City?

Conclusion

The Church of Sciéhtoloéy has engaged in a péttern of

e independéﬁt criminal activity, fraud, and.deceptive sales

_practices, and vicious personal attack and abuse, all viola- .
tive of fundamental human rights. The City should seriously
- deliberate and consider taking appropriate action to protect

| individuals within itsvjurisdiction from policies and ptac-,

"ﬁices causing loss of labor, money and property and éeleteri- "’

 bus1y affgcting the physical and mental healﬁh of those with-
in the City. The City should conduct:a public héaring as to
{ ffaudulent and criminal activities within the City and there-
»éfter, enact érdinances similar to those proposed, in order
to prevent such activity. ' The City shouldﬁnot undertake to
‘regulatékany éf thé doctrines, béliefs or religious activi-
ties, if any, of Scientology. Scientclogy, onbits face, em-
‘braces a non-theistic, compilation of doctrinal beliefs,

written by Lafayette R, Hubbard, which are arquably religious 




f;nvcha broadest legal definition adopted by the U.S. Courts,
ﬁdwéver, there is substantial evidence to warrant the con-

Wclqsion that Scientology (1) does not encompass belief in
a;deity,‘which is one of the traditional tests for religion}

(2) does have a structure of authoritative precepts funda-

“

mentally opposed to the laws and ethics of our society which
'precépts condoné and encourage the commission of crimes and
fraud; and K3) employs a "religious front" for the sole pur-\
pose of obtaining money and power, Despite these latter coné?
'ciusions, the City should not interfere with those beliefs

and practices vhich arguably fall within the ambit of "re-
iigious activity" in the broadest leg;l interpretation. The
"specific regulatory measures proposed would'safeguard legiti4
’ﬁ3£e Pirst‘Amendment‘free exercise of religion, while pro-
‘tecting the community, and individuals'from many of thé frauvdu- .

’lent, deceptEVe and criminal practices of Scientology which

f;f,gppgar to be,widely employed within and without the City.

.~ I1I. APPLICABLE PRINCIPLES OF LAW

A A.FLORTDA MUNICIPALITY HAS THE POWER TO REGULATE TAX-
*" ' EXEMPT ORGANIZATIONS SOLICITING MONEY OR PROPERTY

,,t v.:In most states and in many cities and towns in the Uni~
’f téd’States, ordinances have been enacted which, in varying
"':Qafs,,regulate~organizations which are or hold themselves
 1out to be benevolent, civic, educational, fraternal, voluné
tary health, philanthropic, humane, patriotic, or religious
cxgahizationsl In most instances, regulation is accomplished
by requiring registration, application for and‘issuance of

permits before the organization is allowad to solicit money




or property. The purpose of such an ordinance ig generally
considered to be that of protecting the public from fraud.

See Village of Schaumburg v. Citizens, Etc., 100 S, Ct. 826

"A(1980) and cases c¢ited therein. The compelling intercst of
the state or municipality to protuct fraudulent practices by
organizations cperating under the pretext of a.charity or a
religion is universally recognized in the law. Village of :

: Schaumbugg, supra; Cantwell v. Connecticut, 310 U.S. 296 at

306 (1940). League of Mercy Association, Inc., v. City of

Jacksonville, 376502d 892 (1972); Gospel Army v. City of Los

Angeles, 163 P2d 704 (1945); see generally, Delgado, Reli-

_ g;ous Totalism: Gentle and Ungentle Persuasion Under the

First Amendment, 51 Southern California L. Pev. 1 (1977).

~Societal interests in protecting against such fraud are com-
pelling because there are few fraudulent schemes more easily
contrived and executed than those conducted under the aegis

of charity or religion.

Florida has enacted a statute entitled "Solicitation of

o Charitable Funds", Section 496.01 et seq, of the Florida

Code,~which requires registration, payment of a fee, main-
tenance and availability of fiﬁancial records, prohibited
‘acts, enforcement procedures and penalties. The statute has
noﬁ yet been constitutionally tested, buﬁ the Department of
S£ate has been regulating "Charitable Organizations", as de-
}fined in the statute, pursuant to the provisions thereof.
Under the Florida Regulatory Reform Act, the statute is
currently being reviewed, and as originally drafted, the

statute is being repealed effective July 1, 1982,

The Florida Statute provides that it does not

"preempt any more stringent county or municipal
provision to restrict local units of government




from adopting more stringent vrovisions, and, in
‘such case, such provisions shall be -complied with

if the registrant desires to solicit within the
RS geographic district of the local unit of govern=
s EEN ance" (Emphasis supplied), p,g5.a. 496,132 \

- In faoct, the City of Jacksonville has adopted such an
ordinance, the First District Court of Appeals in Florida
- has upheld the ordinence, and the Florida Supreme Court has

denied further appeal, League of Mercy, supra. In‘the '

‘League of Mercy case, the City of Jacksenville successfully
shut ‘down a commercial enterprise operating as a racket re-

ligion with enforcement of its ordinance.

In England, an ordinénce regulating the taxation of'pur%v;'
portedly'"religious“ propérty through the use of a'germi£ |
wés‘specifically upheld against thé Church of Scientology.

\ Aithough the ordinance involved taxation of property as op-
posed to the regulatioh of charitable funds, there is analo~-.

; gous application of the principles in that case because a

permit was required. In the case 6f R.v. Registrar General,

3 All ER 886 (1970); a local public official denied a pe:mit, »‘
~to the Church of Scientology which would have exemptedlfroﬁ “
taxation the "Saint Hill Manor", a §¢ientology-ownedkpxoperty.! tf
The English Court upheld the ordinance in that case and the. =
power of the official'to refuse the permit in finding that

thé Scienﬁology property was not "a place of meeting for re-

ligious worship“'as’required by the ordinance. This case is
discussed in Section IV C (3) of this Report. .

. v g

We have carefully reviewad the Florida statute and :he

Jacksonville ordinance in iight of most, if not all, of the
‘pertinent decisions of the United States Supreme Court as

well as many of the decisions of other appellate courts




T

.throughout the Unlted States treatxng the First Amendmont

problems of free exercise of rellglon.

Based upon our analysis of these decisions, and of many

‘different ordinances, including the Florida statute and Jack-

N

sonville ordinance, it is our opinion and recommendation that

the City should enact an ordinance drafted with more "narrow
spec;flcity" than those enacted in most jurisdictions, lnclu-
dlng Jacksonville. We have proposed such an ordlnance ln

,fSectlon V (1) of this Report.

The,proposed ordinance is recommended to the City based
rupon‘the conclusion that it is unwise to enact an ordinancév
wiEH broad discretionary powers delegated to a public offi-
‘cial to issue or not issue permits to "charitable organiza-
txons" engaged in solicitation. Such ordrnances may be des-‘
cribed as "Permlt Approval" ordinances as illustrated by

the Jacksonv;lle ordinance. Although the Florida Court of

~Appeals in the League of Mercy case, sunra, upheld such an

iAordinance, and the Florida Supreme Court denznd certiorarl,

. the Unzted States Supreme Court has tradltlonally strucx

- down such ordznances as overly broad. Schnelder v. State,

308 U.s. 147 (1979); Cantwell v, Connecticut, 310 U.S. 296

(1970); Jamison v. Texas, 318 U.S. 413; Murdock v. Pennsyl-

vania, 319 U.S. 105 (1943); Maztin v. Struthers, 319 U.S.

141 (1943); Thomas v. Collins, 323 U.S. 516 (1945); Hynes v,

Mayor'of Oradell, 425 U.S., 610 (1976); Village of Schaumburg

v. Citizens, Etc., 100 S. Ct., 826 (1980).

~The result in the League of Mercy case suggests that en=-

actment of an ordinance similar to the Jacksonville one would




}'be upheld by the Florlda auprnme Court. However, there is

- a Signjficant probability of an apoeal to the United States
Supreme Court and a questionable risk as to the result, par-'
ticularly in light of the cases Cited above. rhere are Jus-
tices in the Court, such as Justioe Rehnquist, who adveccate
‘states' tights, specifically the fight of a municipality to

-.regulate the solicitation of charitable organizations Wlth

‘a "permit approval" ordinance. (See his opinion in the

Schaumburg case, supra.) The recent appointment of Justice

"‘O'Connor, 2 states' rights advocate, would bolster this view

.on the Court,

The SChaumburg case and prev10us cases c1ted above, and

Heffron V. International Society for Kri hna Consciousness 49

 Law Week 4762 (1981) dealing with this issue, have consistenﬁly
: Viewed the First Amendment principles of Free Speech and Free
Exercise of Religion to be of such importance that ordinances
1suoh as that in the Qggggg case, must be drafted with very
"narrow specificity"' The Court in Schaumburg encouraged pro-
”lc:iptions against fraudulent misrepresentation and detailed
disclosure requirements in such ordinances as opposed to the
Ybroadly discretionary "oe*nio approval"’ We have adopted this
approach in the oroposed ordinance. Compare U.S. v. Church of

Scxentologx 520 F 24 818 (9th Cir. 1975) Bouronis v, Landrum

396 So, 2d 1275 (1981) and Surinach v, Pesouera de Busquets, 604
F 2d 73 (1979). |

The Florida "Solzc;tation of Funds" statute, Section
o496 01, has both permit requirements and it has broad dis-
»closure requirements requiring ”charicable orghnizations" to
‘prov1de finanCial records and relevant 1nformation to the
Department of State. The statute contains various prohibited’

acts and provides for administrative proceedings for:




n O ® Sals: (of the stat- :
, ute 5 ! latina to ang Lt
"v101ation thereof, for Purposes of 1nvestigation o charac-»

’fter, competence or integrity of any organization,

. and for purposes of inveetlgating practices and busgi-
' ness methods thereof." . A ’

Section 496,021 (6)

tested one of its. sections (Section 496.11(8]) appears to

be in VLolation of the Schaumburg case. °ortions of the
g’statute could be enacted by the City of Clearwater which

fwould based on exxsting precedent pass consti utional mus-

‘ ter, and also provide sxgnificant local regalatorv authority
bThis power would include identificatlon of thcse soliciting
'funds, maintenance and availability of the organization s
records, and public hearings to determine whether the organi-
zation is Violating the criminal law or engaged in fraudulent

“ipractices, w1th attendant penalties.a The Supreme Court in

cantwell, supra,fand schaumburg, supra, suggested that such

dfmeasures are constitutionally valld

We have incorporated narrowly drawn measures of this type :):j{”

~;1n the proposed ordinance set forth in Section v (l)

'B. MUNICIPAL AU'I'HORITY TO ENACT A CONSUMER PROTECTIO\I
| ORDINANCE

‘ fFThe Federal Government most states and many municipnli- '
[ties have enacted what have.been commonly referred to as "con- .
‘sumer protectiom" laws. Although there is a limited body of

case dec1sions interpreting these laws because of their rela- p

tively recert origin, the underlying rationale for such laws ‘

"is to prevent fraud and %o provxde for governmental ‘action

against such traud




| The Federal Trade Comm;selon Act, 15 u. s.C 545 serﬁes
"eas the model for manv of the state and munic*oal laws. Both
»the federal act and state statutes are deszgned to prohzbe
'false and misleading representations in the sale of ‘goods or
'serv1ces, prevent*ng unfair compet;tion and proh biting the
- use of a "bait and switch“ scheme to lure unwitting consu-
| mers lnto hlgher-priced t-ansactlons.k See gernerally 89 A.L.é.,'

3rd 399 and 449 (1979).

In l°73 Florzda enacted a. "deceotlve and Uniform Trade
i;aPractices" act which is modeled upon the ederal Trade Com=-

el jmlssion Act. F.S.A. 501.201 et seq. Florida refe"s to its

‘ act as the "Little FTC Act". In the case of Department of '
j'{ Legal Affairs v. Rogers, 329 So2d 257 (1976) , -the Florida
:inAppellate Court held that the "Little FTC Act" prcpezly nro- .
”vscrzbed unfair methods of competxtlon and unfazr or decept;ve
'Zvacts or practices, that "great we;ght" should be g;ven to in-
thfeterpretatzons of the Federa1 Trade Comm;ssion Act; and that
efthe "Little FTC Act" aid not constltute an unlawful delega-=”
de§¢~tion of legzslatlve authcrlty to the admlnxstratzve agency

| Z‘enforcing the act accordzng to Zederal trade law standards.

Cllemhil
e ST

The "Little FTC Act" gives to the State Attorney and fhe‘ |
”‘nDepartment of Legal Affairs the authority to enfcrce the act.
‘u'th through var*ous emedles set forth in the act. mhese reme-
»dies include the power to obtaln a declaratorv judgement in-
junctive relzef to recover actual.damages on behalf of vie~
tims, and thepowerto hold admxnlstratlve hearings to anes-

"txgate v1olat10ns of the Aot. .

| " The "Little FTC Act" specifically provides that the Act

_‘*ﬁiS'supplementel to and makes no attempt to preempt, local
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) consumer protection. ordinances not inconsistent with the

Act . F S.A. 501,213 (2). (Emphasis supplled)\ The Florida

Supreme Court in the case of Pinellas: COunty, Bt:; v, Castle,b

392 Sso ’dl°92 (l981) specifically held that Pinellas COunty
was constitutionally authorized to enact its own consumer
protection law and that the changes made by the Pinellas
consumer protection law did not violate duye process. " Thus, -
it appears that under the provisions of the "Little FTC Act"
and by case decision of Plorida s highest court the City of
o Clearwater could properly enact a consumer protection ordi-'

"nance designed to prohibit fraud and unfair competition.

The fact that a loca1 consumer protection ordinance might
 be applicable to the acts or’ conduct of a ncn-profit, chari- B
h,table or religious organization, as well as to any other in=-
ividual or entity, does not render the ordinance unconstitu-v
vtional.} The law certainly does not give special protection
‘to a religious organization committing crimes torts or de-
'”ceptive practizes, which consumer protection laws are designed

R Ma \-M% ‘ g
o 1to preVent. See U. s. v. Ballard, 322 u. s 78 (1944) dismissed infra.rlwt

A consumer protection law such as that proposed in Section”'

i?V of this Report has been made applicable to a religion. In‘

the case ot F. E L Publications V. National Conference of
’Catholic Bishons, 466 F. Supp. 1034 (1978), a Federal District

'Court in Illinoxs held that the Illinois decept*ve trade prac-

tices act applied to allegad unfair competition and deceptlve

" acts by a conference of Catholic bishops. The court in that
case rejected the bishops' claim of First Amendment’ protectionh
for the alleged wrongful acts holding tnat the case did not

involve an intrafchurch‘dispute, but whether the copywright,




unfair competition and consumer protection law. were violated.

In numerous lower ‘court cases;, some of which are still
k'in litigetion or on appeal the Church of Scientology has
v<l,moved Lo d*smiss claims brought by indiViduals alleging vio=
o letion of consumer protection laws, as well as fraud, ‘the
unlicensed practice of medic1ne, intentional infliction of
=3A‘emotionel distress, violations of minimum wage laws, viola-
'J'tions of recketeering laws, and other miscellaneous claimed
4? wrongs. In all of those civil cases, in a variety'of court,»i'
_proceedings involving eriminal indictments'and convictions, p
che Church‘of Scientology has ettempted toﬁdiSmiss the case.v
or~proceeding on the qrounds of freedom of religion. The
,courts heve almost unanimously rejected thie detense. Thev
ﬁ,”ceees set forth in Section IV (c) of this Report outline most
il}of theee cases. | |
g Appelhte or reported case dec:.sions :.nvolv:.ng the rela-'
Ltionship between a purported religious organization, the right
4'tfi;o£ the stete to protect its citizens from crime or freud and |
iefﬁfthe tree exercise cleune of the First Amendment have been '

EEA )
“”iendered by meny American courts.

¢ The protection provided by the Pirst Amendment to the |
,ligfu s. Conetitution to orgenizations cleiminc religious statue
:'h{is not ebsolute. Where representations ere involved, a party
'":is immune to liebility only if. his representations are: (l)
]ureligious in cheracter and (2) made in good faith ' Where
nections are: involved, a party elways remains subject to ju=-
"fdicial review to achieve suffiCiently important state ob-

‘jectives, and cannot cloak himself with the First Amendment




" 'to commit otherwise tortious acts.

Fraudulent Misrepresentetions?

The u.s. Const:tution gives every person the absolute <
triah* to believe what he or she wants, but does not create

' a license to do or say anything in the name of rel;qion."ln

 Gantuell v. Connecticut, 310 U.S. 296, 303 -4, the Supreme

~ Court stated
;"The Amendinent embraces two concepts, v—— freedom
to believe and freedom to act. The first is ab-

solute but, in the nature of th:.ngs, the second
~cannot be."

.'rineéentﬁeil the Court strﬁck_aown a state criminal statute
‘ftbarring the'solicitation of money by a rerigious organization
1l:without the prior epproval o! the Secretary of ‘a state agency.
’The Court, however, made it very clear thet its deciezon did

t'not apply to £reudulent practices-

o Nothxng we heve said is intended even remotely to
. imply that under the cloak of religion persons may,
"~ with impunity, commit frauds upon the public...the
state is...froe to regulate the time and manner of
- solicitaticn generally, in the interes: of publxc
e latety, peace, comfort, or convenience. o ‘

In U S . V. Bellard, 322 U.5. 78 (1944) the Supreme Court

‘ tfspeci!ically dealt with the issue of a Pzrst Amendment "re

.",ligion defense in a fraud case. In Ballard the "I Am" move-
ment was charged with mail :raud for solicitingifunds throughwi

felse representatione. The defense was that the representa-

yl_tions were religzous in nature and therefore immune from in-

'quiry The Federal, Distrlct Court had ruled with the acqul-
~escence of.ell counsel that the representations were religious
in nature and that the standard to be applied in instructions‘

 to the jury was not the truth or falsity of the‘assértions




”“made by the defendants but-'“

"Did these defendants honestly and in good fanth be-
lieve those things?" (32” U.S. at 81) S

On reView the Supreme Court approved and adopted this “qood A
; faith" standard. The Court stated: |

...We conclude that the District Court ruled Pro- -
- perly when it withheld from the jury all questions
; concerning the truth or falsity of the religious
belie“s or doctrines of respondents. (322 U.S.at 88)

'ilThe Court approved the following jury instructions:

"You are not to be concerned with the religious be-"
lief of the defendants, or any of them. The jury
will be called upon to pass on the question of whe-
. ther or not the defendants honestly and in good faith

- believed the representations -

which are set forth in the indictment, and honestly
and in good faith believed that the benefits which
they represented would flow from their belief to
those who embraced and followed their teachings, or
‘whether these representations wiire mere pretense
without honest helief on the part of the defendants
or any of them, and, were the representations made
for the purposes of procuring money, and were the
mails used for this purpose." (322 U.S. at 82)

‘Thia "good faith" standard has‘stOOG for thirty-five years
and been applied in a variety of contexts, notably selective

aervice litigation. See u.s. S. v. Seeger, 380" u.s. 163 (1964) .

.. The rule means simply that where a religious defenselis in-

_,tarposed, the jury'may'not look'intovthe truth‘or falsity of
t a religious belief but only the question of whether the be-
}liet is sincerely held. Conversely, a defendant raising a
'"religion" defense may be reouired to show that he holds his

beliefs szncerely -and’ not as a mere pretewt for some other

purpose

- In Ballard, as noted, there was no factual controversy -




‘Whether the.represenﬁatiohs~weré religious in nature. Tt is
cledr,;however; that before a defendant can intérpose aA"re-
. ligion” defense he must establish that his representations
were religious and nct seculﬁr. U.S. v. Carruthers, 152 F2d
’512 (7¢h Cir., 1946)Q Carruthers was also a mail fraud éase;
The decision strasses the importanée of distinguishing bctwegn
| religious and secular'#eprasentations; The defendant's repre-
scntations included bqgh secdlar #nd religious p}omises. He |
claim.d’to be a Doctor of Medicine and Divinity and to have
studied in Tibet anﬁ England. He administered to both religiou§
and physical needs of. the Foundatibn‘s "students" and madei
numerous reprg;ehtations in’both,éategories. The Court of
 Appeals, in affirming the conviction, held that a jury could
g p:oporly,detnrmino4into which category the representations
balonged, seéula: or religious, 1If the represenations were
of a religious nature, the "good faith" test of Ballard
would ipély: if thcy were secular the ju:yfwégld judqe them
.by ordinary common law standards ofvtraud("rhesjury instruchb
tions in’gggguthdrl stated, in part:
You are further instructed that representations of |
. the defendants, or any of them, concerning or relating
to the subject of breathing, silence, and positions
of persons during sleep, if you believe that they
are matters within the field of religion, as taught
~the defendant Carruthers, and the truth or falsity
of such representations, if any, may not be questioned

in any way by you in arriving at your verdict in this
case. (152 F2d at 517)

| Thus,yaallard and Carruthers, taken together, clearly state |

th&t when a "“religion"” defense is raised, a jury may first de-
;ktermineywhethéf ghe particular representations are rqligious,
”and if thdy.are,‘may further question whether they are sincerely
heid. Both these factual hurdles must be cleared before First
Amencdment immuhity attaches. Only the truth or falsity of
sincérely held religious beliefs are immune from inquiry under

the First Amendment.




~The activities and representations of a purported reli-

Lo gioh, uameiyAthe Church of Scientology, have been tested

" under the Ballard and Carruthers standards in two related:

cases‘docided in the District of Columbia, Founding Church

| 9f Scientology v. U.S., 409 F, 2d 1146 (D.C., 1969), and
 l:aited States v. Article or Device, 333 F. Supp. 357 (D. Ct.
 D.C., 1971). |

Fcunding Church involved an effort by the Federal Govern-”
‘ment to condemn the "E-Meter" under the Food and Drug laws,
 (the "E-Meter” is a crude lie detector used by the Scientclo-

'gists during auditing). The issue wai,oncyof "miSlabeling";

3 ffvénd the government was required to show false secular :epre—

sentations regarding the uses and benefits of the device. 1In
the course of the trial a great mahy :epresentations were
‘proven. and submitted to the jury. The Court of Appeals found‘fﬁ

:hi;‘lomelcf these ware clearly secular, but that some were

':j,dfia'rgliqibul,naeurc.,‘Thc Court concluded that in view ot, L

o #hiym@nne: in which the evidence was submitted to the jury,

";*thérefwai afpoisiblity that they had rendered a verdict based e

 on an cvaluitibn of the truth or falsity of some of the re-

 11910&3 repzésentationi. This was held to violate the Bal-
‘la:d doctzine. ‘It should be noted that in'Founding Church,

‘“thé gbvctnmcnt made no effort to attzck the "good faith" of

. the roliqions representations involved. whhs, the Court ex-

pressly refrained from making certain holdings:

(1) We do not hold that the Founding Church is for
all legal purposes a religion. Any prima facie case
made out for religious status is subject to contra-
~Qiction by a showing that the beliefs asserted to
religious are not held in good faith by those asserting
them, and that forms of religious organizations were
- erected for the sole purpose of cloaking a secular
- enterprise with the legal protections of a religion,




(2) We do not hold that, even if Scientology is
a religion, all literature published by it is a
religious doctrine immune from the act. '
The Court thus made it clear that on retrial the government
could secure a conviction by showing either secular misrepé

rosentatidns, or religious representations not held to bein goed
faith. '

The case was then retried, and an opinion issued by the

District Court entitled United States v. Article or Device
‘(sugra). The Court's opinion directly and forcefully, con-
fronts the issue of claimed First Amendment protection by
~Scientology. The judge noted, initially, that Scientology
representations are to some extent an admixtufe of secular
and tgligious claims.
A few of these writings are primarily religious in
hature. Others contain medical or scientific claims
in a partially religious context. Most of the mater-
ial, however, explains aspects of Scientology and
Dianetics in purely matter-of-fact medical and sci-
entific terms without any apparent religicus refer-
ence. 333 F. Supp. at 361
On retrial the government again made no effort to attack the
: "good faith" of the detcndaht's religious claims. Thus, ¢to
E ¢omp1y with the Fcunding'Church decision the tfial cbu:t'coné

“sidered only those claims which we:e'clearlz secular, The

trial court in Article or Device had no difficulty separating

secular from religious claims. The Court stated:

The bulk of the material is replete with false medi-
cal and sclentific clalms devoid of anv rell ious
ovcrIaz or reference, 333 T, Supp. at_}ﬁ[ (gmpasis

supplie
" The Court also stated:

+o.it is a gross exaggeration to insist that the en-
ergetic, persistent solicitation of E-Meter audited
cures for a fee has all occurred in a spiritual se:-
ting without use of a secular appeals and false sci-
entific promises made in a wholly non-religiocus con-
text., 333 F. Supp. at 360

Finally, the Court set forth in an appendix to the decision




a listing of Scientoloay publications which’ ir concluded to

be secular misrepresentations.

Tortious and Illegal Acts

As noted above, the First Amendment confers absolute pro-
| tection for religious beliefs, but doces not necessarily confer o
imrunity for actions, even if they are religiously motivated.

See Cantweil v. Connecticut, supra. Over the years many re-

straints upon action have been uphéld ever. though they run
afoul of raztioular,citizen's religious beliefs. These in-

cluded laws restricting child labor, Prince v. Massachuset:s,

; 321 U.S. 158 (1944) ., canpulsory blood tranfusions, Jehovah'
’Witnelses v, Ring County Hospital, 390 U.S. 598 (1968) . In
“:short, action may lLe regulated whenever the state has a suf—,

- ficiently important objective.

Thc quarantee of a judicial remedy for -ntentionally in-v
o flictod torts is clearly an important state objective. See
cTurnor v. Unification Church, 473 F Supp. 367 (D C.R.I.,
1 1978). In Turner, the Court stated: |
In ruling cn this motion, the Court initially finds
that the free exercise clause of the First Amendment
does not immunize the defendants from causes of ac-
tion that allege involuntary servitude or intentional
tortious activity. 473 F. Supp at 371
'Théréhappear to:be no case decisions which hold that activity
~which is otherﬁise tortious is excusable simply because it
Qas;committed by a religious crganization or for religious
reasons., Nor would such a rule be compatible with established

constitutional principles. In effect, a grant of such immunity "

. for otherwise illegal activity would convert the First Amend-




::ment, which is intended to be a shield against government in=-
1‘ terference, into an offensive weapon, Furthermore, the granting
of such immunity would come dangerously close to the establish-
’1ment of religion, also forbidden by the constitution, since
it would give a significant legal advantage to those Fersons
and entities claiming "religious" motive which it withheld from
a nonwreliqiously motivated person. ‘
Theretore, a consumer protection ordinance, such as ‘that
'proposed and discussed in Section V (2) of the Report, imple-
=':ment:ecl and enforced to proscribe fraudulent practices should

withstand constitutional attack.

C.  MUNICIPAL AUTHORITY TO TAX oacANIzATIONS‘CLAIMrNGLwaxf
 EXEMPT STATUS ‘ '

Tax exemptions have existed since biblical times, and
-_Zztoday all of the fifty states. allow tnx exemptions for pleces L

of worlhip. Walz v. Tax Commission of the City of New York,,

~ 397'0.5; 664 (1970). State and Federal Statutes and many

state constitutions provide tax exemptions for various chari-

: "‘,‘table, non-protit,‘religious, educational and scientific or-
ganizations. An applicant who seeks exemption from a state

or federal tax bears the burden of demonstrating qualification.

Dickinson v. United Statee, 346 U.S5. 389, 74s. Ct. 152 (1953).
This pert'of the Report requires an examination of the burden:
on those organizations which seek a religious exemption from

~state and federal taxation, and the criteria by which the

taxing authority determines exemption.




Religious Exemption

The First Amendment forbids the federal and state govern=~ |

%.‘ ments f:om enacting 1egislation which prohibi s the free ex-

fﬂercise of religion or which tends to favor or establish one

religion. U S. Constitution Amendment l However, the Su-'“ﬂ
preme Court has held that granting a tax exemption to a bona fY:
fide religious organization does not Violate the establish-

ment clause of the First Amendment. Walz v. Tax Commission

of the City of New York, supra. The Supreme Court: has not

"decided whether taxing religious properties would _constitute

a violation o£ the £ree exercise clause of the First Amend-

; ment. Walz, sugra. :

Keeping First Amendment considerations in mind, an or-
';ganization must qualify as a religion to claim exempt status.

V'Otherwise, any organization masquerading as a religious enti-

;fe;x;ity, could quelify for a tax exerxr ' .n. The taxing authority

1-‘_1' empowered to determine whether an organization gualifies g

y.£or‘tax exempt status, ' Whether the{taxingrauthority is the

i:fstate or federal government,kthe oriteria for determining re-

"aligious exemption is contained in case and statutory law. The

N statutory schemes which regulate relig-ous exemptions provide ;;f,p'

" for.a administrative remedies for an aggrieved applicant. As-

‘suming an’ applicant is denied exemption and has exhausted his

- administrative 'emudies, resort may be 'had to the courts.

’ gft‘Many exemption-denied organizations have sought judicial re~

: lief which has created a body of federal and state case law
concerning the necessary criteria for qualification ‘or -a re-

ligious tax exemption. This case law will serve as a useful

"gguide when applying Floride s Statutory scheme in determining

’and granting tax exemption' for religious orqanxzations




"F—lorida“l.awj e

The Florida Legislature has enacted statutes which createp )
gexemptions for verious organizations and entities. . See gen-'f
:erally, Florida Statutes Annotated, Ch. 196, Section 196.19

'ilicreates an exemption for religious organizations and Section_ ‘
‘; 196.192 exempts all property used exolusivelx for exempt pur-
‘poses from ad valorum (property) texes. Likewise, the Flori- |
da Constitution grants an exemption for religious organizations.
FLA. CONST. ert. VII, §3. Most critioally, the exemption for
jireligious organizations is based upon the purpose for which 7
) the property is held and the manner in which the property is S
u.sa. 11963 Op. Atty. Gen. 063~ 138 Nov. 13, 1963 Central ‘,_
Ba tilt Church of Miami, Pla. Inc. , v. Dade County 216 s0. '281"

54 (1968). The mere fact that the title to real property is ‘
‘i}fvested in a religious organization is not sufficient to show |
:”:a right to tax exemption as the gglicant must demonstrat

‘}that the property is used exclusively for religious purposes.
op. Atty. Gen. 066~ 17 Meroh 11, 1965. An applicant reeking
exemption for a religious organization must affirmatively de-
monstrate that the property is actually held and used exclu-
sively for religious ourposes. Moffett v.,_gg_x 139 So. 24
1133 (1962); Dr. William Howard Hay Foundetion v. Qilggg, 156

 Pla. 704, 24 'So. 2d.237 (1946); Op Atty. Gen. 071-56, April:
&f=1971 o

Avrelfgious orgenization that seeks a tax exemptionkmust .
file an application for exemption with the county tax‘asses-’
sor. The application must list the property for which the

exemption is sought and certify its ownership and use. F.SVA.f




. 196.011. Once the property appraiser receives an application
for exemption, he'shéll determine the following:

‘ (a) whether the applicant falls within the defini-
tion of any one or several of the exempt classi-
fications o ' ~

(b) _whether the applicant requesting exemptiohvuSés :
the property predominantly ‘or exclusively for -
exempt purposes S : Lo

(c) the extent to which ihé propefty is used for ex-
-empt purposes

© See F.S.A. §196.193 (3) (a) - (o). -

' fThe property'appraiser shall apply the follbwiné.criterig

H‘lin'dgﬁermining whether an organization qualifies for a reli-

L)
£

 gious tax exemption:

(a) thefnatu;e'ﬁnd extent of the qéligioul actiVity
.of the applicant, a comparison of such activities
- with all other activities of the. organization

and the utilization of the property for religicus"

activities as compared with other uses.

the extent to which the property has been made
available to groups who perform exempt purposes,
at a charge that is equal to or less than the-
cost of providing the facilities for their use,
or the extent to which services are provided to

. persons at a charge that is equal to or less than .
-the cost of providing such services. Such rental

or service shall be considered as part of the
exempt purposes of the applicant.

| See F.5.A. 196.196.

| fhe1§roperty“ap§raiser mﬁy ndt4§rant a tax exémption‘=
jj,fqi a reliéicus organizatioﬁ'if'it is a profit Qrganizatioh,
!;. F-S.A} l96.l95 (4). The FloridavLegislattré has set the fol-
,ﬁlqwiﬁg criteria'to:,detérmininq profit 6r_non4pro£it status
of‘an‘appliéént seeking'avreligious'tax exemption:

(a) the reasonableness of any advances on payment
directly or indirectly by way of salary, fee,
loan, gift, bonus, gratuity, drawing account,
commission, or otherwise (except for reimburse-
ments of advances for reasonable out-of-pocket
expenses incurred on behalf of the applicant)

'to any person, company, or other entity, directly.

i
|
§
|
f
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: or~ipdi:ectly cbntrolledlby‘ﬁhe”abpllcant 6r ény
officer, director, trustee, member, or stockholder
of the applicant; IR ,

the reasonableness of any guaranty of a loan to, ~
or an obligation of, any officer, director, trustes,
member or stockholder of the applicant or any
- entity directly or indirectly controlled by each’
person, or which pays any compensation to its
officers, directors, trustees, members, or stock-
holders for services rendered to or on behalf of
the applicant; ! ‘ L

The reasonableness of any contractual arrangement by
the applicant regarding rendition of services, the.
provision of goods or supplies, the management of
the applicant, the construction or renovation of

. the property of the applicant, the procurement of

~ the real, personal, or intangible property of the
applicant. On other similar financial interest in
the affairs of the applicant; ' :

the reasonableness of payments made for salaries
for operation of the applicant or for services,
supplies and materials used by the applicant,
reserves for repair, replacement and depreciation

- of the property of the applicant, payment of mort-
gages, liens, encumbrances upon the property of the:
applicant, or other purposes;

;((éi the :oascnablendis~o£}chdrges made by the.ipplicaht
: for any services rendered by it in relation to thg«

value of those services.

T fs.e‘o r.sy.a. ~'1}96».519 57 (2)  (a) = (e).

v'Ih?suhma;y,lthe property appraiser's function is twofbldkg,

= itiflt} thc;apbiéider_mult determine th nature and extentrof

“tﬁq.applicnnt'i :éligious activities and the purpose for which

the property will be used. F.S.A. 196.196; second, the o
;'lpp:aiqqr must determine that the religious organization is a

non-pfotitkgntity. F.S.A. 196.195,

“:Aaluming.the property appraiser determihes that an applii

éént f;;is‘to qudlify for a religious exemptioﬁ, the appraiser

| huit noéifyrthe.ahplicant, who is entitled to én appeal to the

”   brbperqfapbralsal adjustment board. F.S.A. 196.193, 196.194,
\vﬁ‘.Thé board must review‘the decision of the property appraiser

and apply the statutory criteria (supra) ia reviewing the ap-

“29-




f!praiserfs decision. F.5.A. 196.193,

The Florida Courts have considered laws in. which the
‘appraiser must determine the nature and extent of the appli-
| cant's religious activities and the purpose for whichrthe |
‘property will be used F.S.A. 196.196; secondly, the apprai-
ser mult determine that the religious organization is avnon-.

: protit entity. PF.S.A. 196.195,

Aleuming the property appraiser determines that an appii-
cant fails to qualify for a religious exemption. the apprai-,
| ser. must notify the applicant, who is entitled to an appeal

’71 to’ the property appraisal adjustment board. F.S. A. 196.193,

1"*_ 196.194. The board must review the decision of the property

_‘appraiser and apply the statutory criteria (supra) in]reyiewing"\
‘k che appraiser's decision. F.S.A., 196.193. )

The Plorida courts have conaidered cases in which a re-
: »vfilligious entity was denied exemption fran property tax. How=

- ever, these oaeee address the character of the property use

dV'fand not the nature and extent of the applicant's religious

{ activitiee._ The Florida courts have not addressed the issue

d#ot reliqioul exemption based on the profit character of the

| o dapplieant. Although the Plorida courts may rely on the statu-

" ‘tory criteria for determining the non-profit and religious

i ﬁ!character and use of prooerty owned bv entities seeking re-

vligious exemption, resort may be had to the case law of

lk~other jurisdiotions. SOme foreign courts, the Internal Rev-

‘anue Service and the u.s. Tax Courts have examined the nature

~‘and extent of an organization's activities and the intended

use of property in determining whether. an applicant qualifies




" for religious ewemption. A limited examination ofythose

! ;cases is helpful

Foreign Jurisdictions Consider .

The Religious Exemgtion '

As suggested Florida courts may consider opinions of
other courts in interpreting the definition of religious pur=-
pcse as it pertains to the exemption granted by F.S.A. 196. 19 P
Recently, the application of the Unification Church (Moonies)
for a religious exemption was denied by the tax commissioner

~for the City of New York. Holy Spirit Association, Etc._v.

Dax Commiss ioner Ete., App. Div. 438 N.Y.S. 2d 521 (1981).
N___ .

‘New York's Supreme cOurt rejected the Church‘s contentiod-

that its primary Purpose was religious. ‘The Court steted::;

.S. 24 at’ 530

The court noted’that the Unificetion cnurch's primary pur-.

pose was not religious since its buildings were being used to
e Spouse political and economic opinions. 438 N.vY, S at 530.

The Court reasoned that a denial of religious exemption Eor

the Unification Church was "conSistent with a legislative in- .

tent 'to stem the erosion of municipal tax bases by permitting
local governments to terminate exemptions for non-profit or-
' ganizations other than those cunducted 2xclusively for religi-

‘ ous,...purposes' ". 438 N.Y.8, at 531,

The court was not reluctant in expressing its duty to

scrutini~e thoga entities claiming religious axemptions;




We are compelled to conduct a broad inquiry into pe-"
titioner's doctrine and activities in order to deter-
mine whether petitioner qualifies for the tax exemp-
tion provided by law..,
Courts can and will, however, examine such beliefs
to determine whether they exhibit the mipimum require-
,(ments of a religion, 438 N.Y.5. at 526

lﬁ(In the Unification Church case, JdSticéidirns epplied ‘the
g;theistic definition of religion, a belief in a Supreme Being
fi‘who is superior to .all things in the universe, 526 N. Y s. ‘at
'i526 and found that the Unification Church met that minimal

standard However, the Court concluded that the Unification

“fChurch espoused political and economic doctrine which defeated

'any claim that the Church was organized for religious purposes; *ff'

526 N.v.s, 528, Conseguentlv, the Church was denied tax ex-

 emption.’

~Other courts have applied a more liberal definition of

religion when interpreting "reliqious~purposes" as the phrase'

,pertains to religious exemption applicants. 1In Fellowship offi_celi

itx v. Countx of Alameda, 153 cal. App. 2d 693, 315 P,
{.t2d 394 (1957) the Court considered a claimed exemption trcm

S ngropertj tax predicated upon religious use. The Court refused i

P Y

7%,;éto consider the theistic definition of religion, i, e., belief

L manner: :

4

"1in a Supreme Being, but defined religion in the following

l) a belief, not necessarily referring to super-
‘naturel powers; 2) a cult, involving a gregarious
association openly expressing the belief; 3) a =
system of moral practice directly resulting from an
ief; and 4) an organization
ult designed to observe the tenets of
.~ The content of the belief is of no moment.,
315 p. 24 at 406

The Court recognized that the applicant lacked belief in a
Supreme Be.ng but reasoned that the applicant'° activities

f were similar in all respects to Lhose of a thetstic religious




group.- The COurt concluded that the property was used for

»ﬁareligious purposeq.

As demonstrated Courts define the word religion dir
ferently for- purposes of determimng qualz.fioation for re-
1igious exemption.~ Aoert from the ooncern for the*stic or
non—theiat c belief, Courts will examine an applicant's acti-.';""
| vities to determine if the property is being used for'“reli- |
‘, gioul purposes". Many cases decided by the United States Tax _j
'“~> Court and regu’ations issued by the Internal Revenue SerVice i

refleot this approach

Internal ReVenue“Service'and Apolioetion'for.'
Religious Tax Exemption

The Internel Revenue Service hes considered numerous ap-
.;;iplications ‘or religious tax exemption. and hal developed a -
.Teﬁjtwo-prone inquiry to assist in the determination of qualifioetion

jjfor religious exemption~ the organizational test and the opera- efi,f'
ki7ﬂtionnl test. o | ‘
| A, Organizational Test ' .
An organirntion seeking a tax exemption must first demon~-
‘strate ﬁhat it is organized exclusively for a religious pur-‘
ioose, I.R.C. 501 (¢) (2). The Internal Revenue Service has
| not rendered a de.inition of "religious purpose" and the Su~
;oreme Court has bean reluctant'to ennounoe a constitutional
; definition of religion, as the Court‘refuses to inquire into
the truth or falsity of one's religious beliefs. United
States v. Ballard, 322 u. S 78, (1944). Therefore, courts
: ﬁaf not evaluete’the content of an organization's doctrine to

determine if the organizetion qualifies for a religious ex-




femption. Founding Church of Scientology v. United States,

409 P, 24 1146 (p. C. Cir.), cert denied 396 U.s. 963 (1969)

The Service or a state taxing authority may consider the "sin- -

}Vceritj" of an organization s purpoited religious beliefs,

i United States v. Ballard, 322 vu.s. 78'(1944); Teterud v. Burns,
*'522 F, 24 357 (8th Cir. 1975). 1If the taxing authority finds
that the applicant does not Sincerely believe the espoused be-”

liefs, the tax exemption!may be denied.

. B, Operational Test

The Internal Revenue regulations require that ‘an organi-'
‘ *ation engaged primarily in'activities which accomplish one
or more exempt purposes, Reg. §1.501 (e) (3) = 1 () (L),

£orbid the net earnings to inu.é to the benefit of a private

/ o shareholder or individual Reg. §1.501 (c) (3) =1 {¢) (2),

fand torbid the organization from serving a private interest,~~”

'1Reg. 1.501 (c) (3) -1 (d) (1) (ii) If the above regulations

a?ﬁare violated the organization will have failed to meet the

”operational test i e. it was not operating exclusively for

Lhreligious purposes.

The"primary activity requirement"requires that a substan- ‘
tial part of an organization s activities be in furtherance

‘ﬂ,of an exempt purpose. Better Business Bureau of Washington,

'fD.C. V. United States, 326 U.S. 279, 283 (1945). In The Church

"‘;Vin Boston, 71 T.C, No 9 (1978), the Tax Court upheld the denial

of an'organization's application for religious exemption and
held that . the Church had enqaged in substantial non-profit

activities bv qranting substantial portions of funds to indi~




 viduals. * In Western Catholic Church, 73 T.C. No. 19 (1979),
:néhe'Tax Court upheld the Internal Revenue Service‘s revoca-
ftion of}the Organization's religious exemption‘fof failure to
opeiate for an axempt purpose. After a review of the‘eviaence,'
ythe Court concluded that the Organizetion's nrimary activity

was eocumulating money and making investments, :

ane public interest requirement forbids an organization
from serving a private rather than public interest. Regq.
‘Sl 501 (c) (3) =1 (d) (i) (11). An organization must demon-
fnstrate that it does not funct1t~ for the benefit of the crea-
tor or h;s/her family, des;gnated individuals or any person

" controlled by the creator, or his/her femily. Unityv Scheol

 of Christianity, 4 B.T.A. 61, 69 (1926): Rev. Rul. 77-430
1977 - 2 C.B. 194. o

Finally, organizatzons are proh;bited from permxtting

"ﬂhinuremont of their net ea:nings to any private indivzdual
nlCourts will examlne the following factors to determine if
’;tunds ;nure to the benefit of a private person:

1) the individual cont;ols the disoosirion of the
" organization's funds

© 2) the funds are transferred to the controlling in-
dividual or to persons controlled indirectly or
directly by him. and

3) the fund transfer is not an ordinary and necessary
expenditure of the organization, thus resulting in
a benefit to the indivudual,

 See Founding Church of Scientology, 412 F. 2d 1146, 1200.

The reasonxng implemented by the Servxce when lnterpre- ,
' ting "religious purpose" ana the opinions of the Tax Court,‘v‘
:endered7upon review of the Service's rulings, may serve as

a guide for the property tax assessor for Pinnellas County




. when reviewing,anrapplication for ‘religious exemption.

i

'D. MUNICIPAL AUTHORITY TO LIMIT EXPANSION OF PURPORTED

"CHURCH FACILITIES" IN THE "DOWNTOWN DEVELOPMENT AREA"

: Floridallaw'very ciearly~affords county and municipalf

_authorities the right to reasonably régulate the location of-

“ churches and church facilities. See Town v. State ex rel Reno
377 SGZd.648 (Fla., 1980) appeal dism. 101 S Ct. 48. Florida
differs from several other states in this rega:d._ While =
‘courts in scme of these states have held that First Amendment
considerations take p:ecedence over zoning laws, the Florida
Supreme Court has consistently taken an qpposi:e'view, and 
itiidecisions have not been.disturbed by the United states

fsﬁpreme Court. - See Town v. Reno ex rel State, supra; Miami

‘Beach United Luther v. City of Miami Beach 82 50.24880 (Fla.

© 1955); Pylant v. Orange County 328 S0.2d199 (Fla. 1976);

“f'see_also‘Town of Hialeah v. Hebraia Commun;ty Center 309 86.26‘5

212 (D. Ct. App. 1975); Trachsel v. City of Tamarac 311 So.2d

' vi37 (D. Ct., App. 1975) Board of Commxssioners of Dade County

,v. Pirst Ftee Will Baptist Church 374 So 2d1055 (D. Ct. App."'
1979). o \

These decxsions approve a fairlj broad range of zoning

!7-,; regulation of church bulldlngs.f In Board of Commissioners of

*f Dade‘County v. First Free Will Baptist Church,,supra, a regu-

;lation was upheld whlch permitted churches only in RV-3
V zoning (4-unit apartment) - In that case the Court upheld a,

~zoning decision to deny a permit for a church in an-agricul-




tural zone. In Town V. State ex rel Reno, supra, the COurt

. upheld a zoning ordinance which excluded churches fromrsingle j*y

: family‘residence zones, ;n the Pvlent andfMiami‘Beachkcasee;”i*f

 Courts approved zoning churches out of single family zones.

Other rertinent legqal rules have develooed. A new zoninq

"'Ejordinance, in order to withstand judicial scrutiny, need only

“‘"fairly debatable" See the Trachsel case. ZOning ordi-
- nances may be justified by a change in a neighborhood See‘-‘
:Trachself Finally, zoning may be tailored with the intention
1o£ preserving existing property values, and there are many '

'Florida cases which so hold.

With éarticuler reterence to churches, the Courts have

"4been particularly unsympathetic to church groups wkich pur--:

f.chese properties in areas where zoning prohibited the loca-
:‘f;tion of. churches prior to the purchase, and then attempted to
'overturn the zoning rule with a First Amendment argument. See

fTown v. State ex«relvReno. This is particularly so where there

are other areas of the city in which churches are allowed.

'""Furthermore, the Florida Supreme Court has not.dccepted the Fl:!t

J“’:~Amendment argument as a basis for the "upset" of a comorehen— .

sive municipal plan. See Miami Beach.

The City of Clearwater has designated a Downtown Devel-'J

d;7j opment District and is presently considering a revamoing of

.if ite zoning laws which will, among other things, create a

*~,zoning corollary to the Downtown Development Area. This

may be called the Downtown Develooment District. At the

‘>'present time the"e is an unusually high and appurentlx growing




fconcentration‘of purported church facilities in the Downtown

*‘Development District., In deliberating on the'adoption of a
*zonlng ordinance for the Downtown Development District,
the tity should carefully consider the following factors~

1) What is the present concentration of church facili~~
ties in the Downtoun Development District?

' 2) what has the effect of such concentration been on the
business and commercial life of the area and on the pro-
perty values of the area?

B 3) what is the projected exoansion of church facilities ,
in the area? o

| _,4) What effect would continueo expansion of church facili-

ties in the area reasonably be expected to have ou the .
goals and objectives of the Downtown Development Area?

| I£f the City were to adopt a zoning ordinance restricting
"axpansion of church racilities in the Downtown Development
f"ftArea (ox conditioning it on a soecial permit or exceotion).

: it is likelv that a church group or groups may attempt to
test’ the validity of the ordinance with litigation. It is
{ﬁ"fforsaeable that a group seeking to expand in contravention ;
1i,to the ordinance would allege that the ordinance is invalid |
debecaule it constitutes ethnic, religious, or invidious dis-’

"Jirﬁ-crimlnation.‘ See Town of Hialeah v. Hebraia Communit Center.‘

ik ggggg. Where such an attack is mounted against an  ordinance

"_the Court. will ordinarily make a close examination of the
'racord ot the deliberations of the body which adopted the
ordinance. Accordingly it is important that the City Com- :

I'emilsioner, in tonsidering this issue, consider only those
factors which are regarded as valid objects of zoning regu-
lation (see above) and ‘avoid irrnlevant or inflammatory mat-

ters.




“**.fE. MUNICIPAL AUTHORITY T0 REGULATs THE PRACTICE OF PbYCHOLOGY

AND PSYCHOTHERAPY

There are three possible approaches to the regulation'

’f°o£ psychothcrany These are 1) taxation, 2) registration, and

3) substantive regulation. - The edvantages and disadvantages

~are discussed, infra.

SCIENTOLOGY AS THE PPACTICE OF

PSYCHOLOGY AND PSYCHOTHERAPY

| The practices of Scientology undoubtedlv constitute »
ipsyohotheraoy Among the various psycnotherapeutic claims of:"
v Scientology are increased I. Q., increased interpersonal com-
”munication skills, improved memory, freedom from neurosis and
E anxiety, marital and family harmony, and cures for drug addiction

and psychosomatic illnesses. All of these benefits are claimed

}rf_to be achieved by a process of "auditing" identical to psycho-

i .therapy. An auditor, on a paid hourly basis, interviews a "pre-

'"“_clear" intensively about the details of his emotional life, while

using a lie-detector (the "E-Meter") ‘to sharpen his questioning.

The auditor keeps notes of everything that is said ‘He propounds

"V}various words to tle pre-clear such as "sex", "excreta" "mag~-

(turbation" "eeting human bodies" "dirty words", ‘”saliva",

‘“"semen" urine ;'"beastiality”, "homosexuality" "bowels”, and

. "genitalia"m. 1f the auditor detects a response on the E-Meter |

‘at the suggestion of the word, he focuses in on it, as he bef
;lieves that he has found &n "engram"' Basically, ant"engram"
is an imprint on the subconscious mind caused by a negative

- experience in. this or a pest life.' For example, i- one had a -
;traumatic experience as a child with a dog, words such as .

~ "dog", "bark", o* "bite", might trigger a response on the




v BAMeter. Suoposedly, engrams prevent us from "handling"
certain situations effectively when thay are triggered. The

entire procese is reoresented as having a scientific basis

| 5rj'and stated to be the product of “research" The "pre-clear“=

is told that the process, if carried through, is- guaranteed

’tc achieve results. No appeal to faith or religious belief is

'.»involved. See discussion infra, Section Iv B.

Hubbard himself has written that the process is a form of

A'7ipsychotherapy.  He explains how Scientology is related to Freudian‘

'”“~5thought., At one point he described Sclentology as the "world‘

i‘*v'lar.'gest mental health organization" Although Scientology very
deliberately began calling itself a religion in the late 1960'
~ in an ertort to achievevcertain legal and tax benefits, the

»ﬂnature‘cf the "auditing” process has not changed since the

";;time when Hubbard was aggressively selling his process as a

| science. Regardless of what Hubbard says or said,- however, it

ff‘is obvious that auditing is essentially psychotherapy

l. rAx APPROACHES. Under present Florida law, it seems

rgclear that the City has the power to levy an cccupational tax

'f,pon psychotherapists. Florida Statutes (1979) ch 205 speciticallyff?f_

5 fﬂxgrants municipalities the authority to levy °°°“Pat1°“‘1 Llicense

i taxes.

At the present time, however, the authors of this report '
ido not recommend such an approach for the following reasons. | S
" _a)» Any such tax would have to be set at a reasonable, B
o non-burdensome amount. Too large a tax would'be

‘ subject to invalidation on. the basis that it was

a covert form of regulation and an improper ‘use

| of taxing power. See Congolidated City of




;Jacksbnville v, Dusénberrv, 362 S0.24 132

o(D Ct. of App., 1978) .,
The tax would be politica‘ly unpopular with
other pracoitioners. |
‘o,The SCientologists would szmply refuse to pay

the tax, claiming religious status under Fla.
Stat.-(1979) ch. 205, 191 a legal battle

would ensue;’ Although the Citj would undoubtedly
win in the end, the oost of lltlgation would v

certainly exceed oxpected revenues.

2. REGISTRATION APPROACHES. In 1979 the Florida legislature
repealed then e*istingﬂsgaté statutes regﬂiating thevpraotice of
- psychology. Accordingiy,~the state preemption in this area has
been remo§ed. .Whoreas municipalities were formerly unable to o

enact ordinances in this area, (see Board of County Commissioners

of Dade County v. Boswell, 167 Sc.2d 866 (Fla., 1964), they pre?

. sumably a:e now free to regulate.l

J

The least intrusive form of regulation, and the one most

':immune to constztutxonal attack, is registration. By this, we

mean, "informational" registration. The City could require
aoyone‘inﬁoooing to practice psychotherapy to register and
provido,yunder pains of perjury, background information; in=-
cluding his name, address, employer,.educational background,
professional experience, previous names and address, criminal
'convictions, disoiplinary actions, suspensions, and lagal actions
in other areas and states, etc. The disclosure of this type of
information is common in most professions, is vitally important
for the protection of the public interest, and is easily defensi-

ble as a course of action for the City.

l an argument could be made, albeit weak, that the state repeal

now preempts any regqulation at all.




| In the case of‘Scientology, adoption and'enfocement of
such a provision would prOVide the public with vital informa-
7»tion. Many Scientolcgy "aud*tors" have backgrounds which belie
»ﬂtheir exaggerated claims of experience and expertise. Some

fvof them have backgrounds which raise substantial questions about

- ’~w.their moral character.

The intormation would inform the public about the background

~V'of "auditors“ It would also aSSist members of the public who -

‘foeel tney have been wronged in seeking remedies at law by es-

:tabliahing facts regarding the. whereabouts, affiliations, and

‘Ahistories of particular "auditors"

3) 'snaswanrrve REGULATION. As noted, above, the City is

now free to enact substantive regulations for the prcctice of

. psychotherapy (see footnote 1, above; see also, Bd. of Comm. v,"'-

' Boswell, augra)

It is well-settled in American law that the regulation of
psychological practice is a valid exercies of the state's police
~pPower. So long as the requirements relating to education, skill

and certifying examination bear a direct, substantial and reasonable

o relationship to the practce of psychology, the state may set

reasonable standards for determining qualification of those who
. hold themselves out as psychologists and may also grant to an
administrative body the authority to enforce those standards.

Qliver v. Com. Dept. of State, Pennsvlvania Board of Psychologist

Examiners, 404 A.2d 1386, 45.Pa. Commlth. 195, Nelles v. Bartlett, -
145 N.W.2d 795, 5 Mich. App. 47, app. dism. cert. den., 88 S. Ct.
85, 3389 U.s. 9, 19 L. E4. Ed. 9 See 81 ALR 24 791. Among the

other regulated professionals are social workers, alchoholism

counselors, and marriage and family counselors.




“Licensing Cr Cértifving statuces, as typified by the re-
o pealed Florida sta*uccs (Chapter 490) , generally specify the

'/n'qualiflcatlons for psychOIOQlcal practlce.

1) Personal Characteristics such as being of "good

,moral character" and conformance to the "ethical standards of
-f~the profession as adopted by the board". Some statutes parti-

‘gcularize certain disqualzfylng acts such as homosexual behavior.

2) Formal Education as manifested by "entry level

" ~ peafescional degrees" such as M.A.'s, Ed. M's, or PH.D.'s.
Statutory schemes that fall to exempt on "grandfather" practi-

- tione:s who have Substantigl ekperience bccllack the requisite

|  dégrees have been stricken‘as deprivé*ionS‘of eConomic ihtereStg.

See Berger v, Board of Psvcholqgical Examiners, 521, F 2d 1056

',(D.D.C. 1975), thttle v, State Board of . Examzners of ngcholc ist s,

. 483 P. 24 328 (Okla. 1971,.

3) Practical Experience under the supervision of or

;sscciacion‘with a licensed psychologist. Florida féquiredftwo
- (2) years or 4,000 hours of full-time expericnce in the field of

- psychology.

4) Examination by a state licensing or certification

Aggggg., The Florida sﬁate Board of Examiners of Psycholocy consisted
" of five (5) licensed psychologzsts empowered to adopt rules of

| professioral ehtics and to examine by written or oral examinations.
Such boards have diécretion in their adminstration of statutory

~ standards, but they may not develop standards different from or

~inconsistent withthe statute. Bloom v. Texas State Board of

Examiners of Psychologists, 492 S.W. 2d (Tex. 1973).

With regard to the actual manner of prdctice, 1t should




. be noted that, as with most proressxons, this isileft to the
common law or to the proressxon itself. Dpoctors and lawyers,
for example, are ultimately subject to censure by their own f
professmon or to malpractice suits. However, in the case of
the medical profession, there are a number of specific acts .
which are subject to ”egulatzon. In most states, for example,
voa physic;an is prevented by statute from disclosing patient

.records without the patients consent, he'must report occurrences

of certain diseases to authorities; he must report the prescription

of certain drugs,-etc.

At the present time, the euthors of this report do not
recommend the enactment of general substantive regulations,
'_ although a caveat is given that these nay become hecessary in
the future. There are several reasons for this recommendation.
"As noted above, there is some doubt, albeitweek,that the Citv
has authority to do sou. More s;gnificant is the fact that tna

'=15requlation of professionel practice has historicallv been left

'"f,tito professional bodies and the common law. There are, at the

- present time, a number otlawsuits pending around the United
States regarding the practices of Scientology auditors. It is
pexpected that these suits Wlll result in a de facto standard

~of 'esponsibility for Scientology auditors more effectively than

could any form of municipal regulation.

At the same time, however, the authors of this report do
recommend ordinances which regulate specific acts of psvchotherapists.

pPrimarily, practitioners should be prohibited from disclosing

f”‘, patient infromation without written consent of the patient., This

s consistent with the dictates of common law and consistent with
statutory requlation of the medizal profession. There is &

present need for such an ordinance in Clearwater.




MUNICIPAL AUTHORITY TO REGULATE EDUCATICN -

Chapter 232 of the Florida Statutes annotated regulates
icompulsory school attendance and child welfare wzth regard to
'education. The superintendent of schools for the local school
rdistrlct has the legal authority under F.S. A Ch. 232.16 to

’venforce this statute. -There is substantral evidence that many
young chxldren have lived in property owned by the Church of

‘fScientology in Clearwater, who have not attended schoo’ as
‘required. The City should initiate an investigation of this

vicondition and take appropriate actionl The time and cost o

limitations of this Report orevented further analysis.-

G. MUNLCIPAL AUTHORITY TO REGULATE IN AREAS OF PUBLIC

HEALTHl SAFETYL LODGING FIRE AND BUILDINGS

The time and cost limztatzons for this Report prohlblted l«
) ;research and analysis in these subject areas. The Flrst Amend-
 ment does not prohlblt reasonable regulatlons in any of these

"'areas

There is ev;dence of condltions in buildinas owned by the
'Church of soientology which should ralse legitimate concern
© with the City. These condltlons include: |

"= hepatitis epldemlcs. v

- people being prevented by force and intimidationr'
from seeking medical attention; :

. people being maintained on restrictive and unhealthy

diets;
,people sleeping on a regular basis in hallways and
on concrete loors, .
enforced loss of sleep used as a bralnwashing )
technigque; and _ B
deliberate deception of City Inspectors.




' All of these conditions have been:repbrted~tb us by CI,ehts'ﬁ
‘who were present ln Clea'water for varying perlods of tzme and
who are presently w‘ll;ng to testz.y before the City Commissioncrs

in any investlgatzve proceedings.

1t should be noted however, that this is przmarzly an

';enforcement questzon.f Many qg the cond;txons reported.above |

are in violation of existing ordinénces.';rhere‘msy bc a need

for additional législation,‘hqwever.




KR

- IV. EACTUAL DESCRIPTION, HISTORY AND ANALYSIS: OF SCIENTOLOGY

“A. ‘General History and Description of Scientology'

Sclentologv is an znternatlonal cult created, operated

‘?jland controlled by Lafayette Roneld Hubbard for the purported

‘purpose of selling courses, publications and services, wh;ch
‘\olaimbto cure various physical and emotional'ills, and which
allegedly provide spiritual rewards. There is substantzal,

’ perhaps overwhelming evxdence, to support the concluszon that,

S despite Scientology s attempted religlous front, it is in real-

ity a criminal, fraud-rzdden.commerc;al, proflt/notzvated en-

| terprzse engaged in the practice of psychotherapy w;th a mili-

| . tary structure and operational methods designed to accumulatc

money, information and power.

| ac;entology s legacy of vzctlms, who have been sw;ndled,
mentally crippled and somet*mes kl‘led by Sc.entologv practices
«;have caused many nations to convene formal inquiries into Sci-
'entologv. These nations include England, Australia, New Zealend,fV
Canada, South frica and Rhodesia. France has convicted Hubbard
uvof criminal fraud. The Reports from two of theee inquiries, Aus-
:tralia and England, are contained in the Appendix to this’Report.I and ;
It is fair to say that in general these ingquiries have concluded
thatkScientology is a maze of intertwined corporations, claiming
- tax-exempt status, masquerading as a religion, and conducting
anti-social, fraudulent, and psychologically harmful practices.
The Znglish and Australian reports and the facts established by
this firm also support the finding that the above-cited practices
are generally directed towards the weak, unbalanced, immature,

unstable, rootless and often traumatized individuals, in our society.




Such individuals are generaliy more susceptible to false claims
tof promised cures. 5c1entology is adept at finding the person s
. "ruin" or problem, and making extravagant promases to. solve ther'

problem at exorbitant, and patentlv commercial fees.

The purported belief . qystems or dogma of Sc;entology are a
“ehocus pocus menagerle of science fiction, the occult, magic and
‘f cla1med phyexcal and mental well ~being, Scientology does not
worship a God., It is rather a pseudo-philosophy of mental and
‘Physical health based on supposed scientific research and case

‘studies. A Federal Court in Washlngton, D.C. found that the

- Wwritings of Hubbard which embody Sczentology "doctrinu" or "dcgma"’ v

are predcmznantly non-religious, false and rraudulent viI-4
' The wrztzngs of Hubbard also contain vicious Scientology polxcies
“h:uled against opponen‘s includxng "Fair Game", "Discunnect",
'”R-Z 45", the ”Blown Student" and "Attack the Attacker” Hub—‘
kS bard's own mental illness and twisted perspective on fundamental
'human values is reflected in much of his writ;ng. Hubbard'
"own falsified background is typical of the fraudulent represene,
tations made by his Organlzation. Thus, any inquiry lnto Scien-;}fij

tclcgy must begin wzth an anulry into Hubbard.

 1. ‘The Founder and Promoter - Lafavette Ronald Hubbard

a. His background
L. Ron Hubbard was born at Dr. Campbell's Hospital on
Oak Street in Tilden, Nebraska, on March 13, 1911. His mcther,\
Ledora May Hubbard was also born in Tilden, Nebraska. Ledora's
father, L. Ron Hubbard's grandfather, was Lafayette O. Watarbury,
born in the State of Michigan on July 20, 1864. L. Ron Hubbard

qrandmother was Ida Corinne DeWolf born in Illinois on August 6,




1863, 'L. Ron Hubbard's father, Harry Ross Hubbard, (U.S.
’J:Navy), was born Henry August Wilson in Fayette County, Iowa,
Z”L;on August 31, 188,' 'Harry Ross Hubbard's father died whgn
’Harry was a child, and he was adonted by’Mr and Mrs. Janes w.=b'
‘*;.Hubbard, also of Fayette County, Towa, and hls name was legally
.changed to Harry Ross- Hubbard L. Ron Hubbard s birth data is

;b-verified by his certificate of birth 1n the Bureau of Vital Sta- .

i Jtzstxcs in Lincoln, Nebraska, File No. 126-165-11, <1I-1

Accordinq bo various biographies published in Scientology
"bbooks,ZHubbard was raised on a caﬁtle ranch "one qoarter the
. size of Montana“, which was owned'by his matetnal grandfather.
Heie,’Hubbard was said to have learned to ride a horse before:
- he could walk, bo,have beoome friends with an Indian mgdicine
"man, and to have become blood brother with the "3lackfoot" (sic .
"Blackfeet") Indians. He refused to go to scbool, since‘school;a'
ing was unecessary for him, and was more interested in explorang, ;t

ybreaking wild ho:ses, and hunting coyotes.

Hubbard's grandfather (Waterbury) never owned a large cattle
7’nranch in Montana. Nokreco:dsvcan be found,showing that he owned f
"vf;any land at all in Montana. He did own a business several miles‘

"“afffsoutheast of Helena, the Capital City Coal Company where the

‘grandfather sold coal, feed, and was a practising veterinarian.
Records  indicate that Hubbard lived at 726 Fifth Ave., in Helena.
This was,ﬁne address of his father and mother and also of his

;maternal'grandparents,,as'well as a number of auntékand uncles. :II-l

~ The Scientology biographies state timt Hubbard was able to
spend several years traveling through Asia, China, Tibet, India,

- the south Pacific, the Philippines, etc., from 1925 through 1929,




; liv;ng in the company of a magxcxan doscended £rom ancient

v',kmasters, 1amas, Driests, and other wise men. Hubbard supposedly
learned an entire dialect in one night (the lgurit1 of the Phili- -
\ o,ppznes), and lived among native bandzts who didn't harm him "be=
_ cause of h;s honest Lnterest in them and the;r ways of lee"

Here, a3 a young man, Hubbard allegedly became xnterested in

'v,‘_the compositxon and destlny of man".

- The facts are that dur;ng the years 1925 to 1929 Hubbard
jfﬂrf‘was a student at Union High School in Seattle, and Helena High

- School in Helena, Montana.’

In 1925, when Hubbard was 14, his fathe- was stat;oned at the,i
APuget Sound (Washzngton) Naval ah;pyards. The father and his
wife lived in Bremerton, Wash;ngton as did L Ron, which is
vwhere he went to high schonl, Hubbard's mother was a school'tea-

1icher;,‘Hubbard's‘iather :emained‘at the Neval Shipyards until
f»1927,‘ﬁhen'he was ordered to Guam'ae a Supplies Officer. The
jﬁavyallowed Hubbard and his mcther to join him in Guam during
}";the summer of 1927. A few months later, Hubbard returned to
'if’_Montana and was enrolled at Helena High SChool in Montana. He.
:';subsequently dropped out of Helena High SChool because of poor “ 
gradel, on May 11, 1928. After that he attended Swathely Prep
School in Manassus, Virginia and then Woodward Prep‘School in
"Washington, D.C. Woodward was a school operated by the YrM;C.A.
for difficultrstudents anc slow learners. Hubbard attended
'woodward:from February %o June, 1930. He graduated and was ac-
vcepted into the School of Englneerlng at George Washington Uni-
versity. At the end of his first year, he was placed on proba-
tion because of poor grades, and at the end of his second yeark

was asked to leave, again because of poor grades.III'l




‘21899248 on April 23, 1974. He;xemmnbb' had a previous pass-

| port;‘ Hubbard’s claxms to have. been a teenager traveling in
v"Tibet China and India back in the 1920 s are unlikely because
d'of hostilitx to vlsitors, especially Americans. One of the
first to be allowed to travel in these areas was Lowell Thomas,
in the 1950°'s. Regarding his other puroorted exoeditlons, the
Department Natural Resources in San Juan has no record of L.
“Ron Hubbard, nhor does ,he u.s. Geological Survey, the Depart-
‘Ji‘u,ment of the Inter;or, the National Geographic SOciety, a num-
- ber of prominent geologists who were working ln Puerto Rico
and Central American areas at that time, the Department of the
- Navy s Hydrographic Otfice, the UnlverSLty of Machigan, Prince-~
ton Universify, the State of Alaska and records researched by

'the tew York Explorers Club 111-1

The next segment of Scientology bzographles concerning
. g;Hubbard relate to a brave voung u.s. Navy officer, eager »
- to defend his country, who . was the first casualty in the Paci-
| fic. Because of Hubbard's "importance" he was flown back to i
3,”the Unlted States in the Secretary of the Navy's personal air- e
 plane.- ;Though severely wounded he was ordered to take command
‘of a tleet of ships wzthout any rest, He was "highly decorated"
fo: his bravery in battle, and was Amerzca s first real life
hero. After fou: years of battle, Hubbard was admitted to the
Oak Knowles Military Hospital in Oakland, California, on Septem-
ber 5,°1945, Here,_supposedly crlppled blind, and not expected |
to live from havlng'been so severely wounded ln action, facing |
an uncertaln future, Hubbard applied all of‘hls xnowledge,of
. nuclear physics, etc., and healed himsel:, by the sheer power
of his»mind. It is written that S0 complete and so miraculous 1'

was his recoverv, that he amazed wavy physicians and psychiatrists,




K”According to further Scientology biographies, Hubbard

‘is supposed to have combined his experiences as a traveller

with his great knowledge of engineering, math, and physics

" which enabled him to discover the secrets of life._.ﬂubbard
4t'ywrote a book called “All About Radiation", written by L. Ron

. ‘rHubbard, a "medical doctor and a nuclear physicist" , Copy-
'fy‘,right L. Ron Hubbard Hubbard alleges to have received de- -
vgrees of Civil: Engineering from George Washington University,
}’"‘;,and Doctor of Medicine, Divinity and Philosophy. This is all

v} false. Hubbard flunked the only physics course he took. III';A

: Hubbard alleges that he attended Princeton UniverSity
'f: Hubbard may have received naval training at Princeton, New
- Jersey, as many officer candidates did during ww II, but ‘this
is not considered formal admission to Princeton UniverSity as
{an undergraduate student. 'His naval records suggeat the fact'

fthat he attended the naval training school’ there from Septem-
lII-2

" ber 29, 1944 to January 27, 1945.

Hubbard also claims in his Scientology biographien to
‘7”’;:1have made expenditions into the jungles of SOuth ‘America, pro=-
laducing a Caribbean underwater motion picture expedition, fi-

nanced by the navy Hydrograpnic Offica for the UniverSity of
Michigan, and to be the first person to use the navy's bathy-
sphere, or diving bell Hubbard's claims also include: the
~first complete minerological survey of Puerto Rico", rewriting
. the "Co-pilot”, a naVigational guide for the State of Alaska,
'gleading expeditions into Ssan Juan and Central America, for the

Department of the Interior, and National Geographic Society.

The ascertainable facts are that the State Department Pass-

port Office records show that Hubbard was issued passport No.




‘The“acta are as follows. Naval “ecorda xnditata Hubbard

(U.S.N No. 3133 -92) was tommLSSLOned as an ensmgn on the 19th

e

"of July, 1941 and spent the flrst five months of hls service

¥ Ln the Eastern Un;ted States. In December of that year, he

*‘(}was transferred to Melbourne, Australia where he was an Intel-

Qf;llgence Of‘xcer for about three months, and was then sent back

: to the U. S He bounced around from Maine to Florida to New

‘York for a year, and then came to Portland, Oregcn, where he

‘ :‘waeoame Commandino Officer of the U.S.S5.P.C. - 815, a small de~

‘strbver-escort type veasel This ship remained at the Albina
ilshlpyards in Portland for about two months. 1In the middle of
June, 1943, the 815 went down the Willamatte and Columbia rivers
to the Pacific Ocean, and steamed south to San Francisco and

San Diegeo. A few days later, while at exercises in Mexican
‘territorial waters, Hubbard ordered the crew to fire some prac-
thoe rounds, using the ships three-inch naval gun. The target
kewas in llne wlth the Coronados Island off the coast of Baha,

nCallfornla.: The practice rounds of the gun axploded on or near

'twthe Coronados Island.

The Navy Department covened a Board of Investlgatlon aboard

:thhe Shlp The transcript of that hearlng, (about 100 pages),

.showed conflicting testimony on estimates of how .far from Coro-
nados the ship was at the time the gun was fired, varying from .
a few hundred yards to eight miles. The results of the Board

were not released, but it is a matter of reoord that a few days

»~elatPr, Hubbard was no longer in command of the PC-815, III-

| nfter leaving the PC-815, Hubbard was ordered to Portland
| Oregon, and asslgned to the U.S5.S. ALGOL. The ALGOL was an

"armed troop carrier commmss;oned at Portland, Ozegon, on July 21,




1944, Hubbard was aboard as Navigating Officer and Training
4 Ofricer. Like the PC-815, she proceeded down the Willamette
and Columbia rivers to the Pacific, then south to san Francisco,
whe*e she went through her "shakedown" cruise practising mari~

B ll\ :
. vevers and training exercises, III-2

: ) On the afternoon of Sentember 27, 1944, while docked in
Oakland California, Hubbard reported to the'officer of the
dayqthat he discovered an attempt to sabotage the ship. Some-
one, Hubbard claimed, had filled a coke bottle with gasollne
and lnsertee a cloth wick, and then had hidden it zmong some
cargo that was to be hoisted aboard and placed in the Number
k_ﬁOnekhold.’ The F.B.I. and Mavy Intelligence were called in to-
fﬁiﬁvestigate, but the records of this investigation are not
?avaxlable. The followlng day, just a few days before the ALGOL

_ sazled for the Pacific and into combat Hubbard was relleved
‘II11-2

~,xor dutv and trdnsferred to a training school in New Jersey,

yvﬂ; After Hubbard left New Jersey, he spent nlne months at
;the Offlce of Naval ClVll Affairs, in Monterey, Callfornla,
:jfand on September 5, 1945, was admitted t> the Oak Knowles’ Mlll—
‘ tarv Hospltal 1n Oakland California. Hubbard was apparently
dlscharged from Oak Knowles on December 5, 1945 where he was

awarded a 10% disability for duodenal ulcer, but this did not

lfwepemee effectlve until February 17, 1946, the day he was re-

', leased from active duty. His disability was later increased to

"fg{Q%_for arthritis, bursitis, and conjuctivitis (an eye inflam-

p”'metion). His Veterans' Administration file No. is C-7017422.
‘Veaubbard's,naval record further indicates there was nothing in

 Hubbard's service record to indicate that he ever received




‘medical treatment for injuries sustained in the line of duty.

‘He did not rec2ive the purple heart. I1I-2

It is interesting
ﬁé note that Hubbard's father had a naval career and during
tﬂe period in September - December, 1975 whén the father be-
came ill andigied, Hubbard sold his "flagship", the "Apollb"
déd set up higkland base in Clearwater.

1

On October 15, 1947, Hubbard wrote a letter to the Veterans'

‘Administration requesting treatment. 'The request concerned "a

¢ mind whizh I had every reason to suppese was seriouslv affected.

I cannct. account for, nor rise above, long periods of moroseness
' III-3

fhana suicidal inclinations". (Emphasis suppled)

The foregoing letter and other Hubbard activities at the:
‘timé, including his involvement in.thé occult, suggest that
fﬁHubbard was bordering on the brink of serious mental illness
'f'following WW II, and that his in?patient treatment from
September 5, 1945 to December’4, 1945 at the cak Knowles Hoépitai
‘may have been for treatment of an undisclosed mental or emo-
ktionalﬁdisorder. 'However, the records for this hdspitalization'

will not be released without Hubbard's consent and the nature
- of the treatment he received at Oak Xnowles may never be known.IIInz
Hubbard's possible mental illness is also indicated in a
series of events which allegedly took place shortly after his
; discharge from the U.S. Navy in 1945. In the book, "Ritual

Magic in England," Francis King describes Hubbard's involve-

meﬁﬁ with Jack Parsons, a fellow involved in ritual magic and
the océult. Parsons was a disciple of the "Hermetic Order
’ﬁf'the Golden Dawn", an occult group founded in England.
Parsons associated with an author, Aleister Crowlé". In that
year, Pérson; struck up a "close and immediate" friendship

wiph Hubbard, and in a letter to Crowley at the beginning




of 1946, Parsons said of Hubbard, "He is a gehtléman( red

ihair, green eyes; honeSt and intellidenr, and we have become

fidreéh friends. Although he has not formal training in ﬁagic,

he has an extraordinary amount 65 experience and understandiﬁé

d?ih the field. Ron appears to have scme sort of highly developed,
‘astral vision; he deSéribes his angel as a beautiful wirged

. woman with red hair whom he calls the Empress and who has ,

ided him through his life and saved him many times." ‘:I74

King relates that during the First World War, Crowely

. wrote a novel called "The Butterfly Net", which was later.

published under the name of "Moonchild". This book relates

the story of a magical operation in which d particular type

" of spirit is supposedly in an unborn human embryo "by surrcundfk

ing the mother with appropriate influences, carrying out certainf a

’rltuals, etc. Parsons wished to carry out such an cperation"'
desxgned to achieve the incarﬁatlon of Babylon - an aspect of
;fthe great mother goddess Nuit - in an unborn child, and he

ﬁdecxded that Hubbard would make an ideal co—worker."'f

_King'states that in order-to obtain a woman prepared to

bedr this magicalfchild, "Parsons and Hubbard engagedvthem#

.-selves for eleven days in rituals." After some time the

rituals had the desired result when dn January 14, so Parsons
‘.' said, "Hubbard had a candle knocked.out of his hand! Parsons
dQent on to record that Hubbard called him, ané "we observed
‘a Srownish-yeliowAlight about seven feet high. Ivbrandished a
mdgical sword, and it disappeared. Ron's right arm waS'paraf
. lyzed for the rest of the night, » IFE74
According to Parsons, on the next night, "Hubbard hadf

a vision of an enemy of the 0.T.0. (Crowley's occult group),




and. 'attacked the figure, and pinned it to the door with four

throwing knives, at which he is an expert.'"
Iy

King relates that the fcregoing activities of Hubbard and.
Parsons aiiegedly‘achieved the desired result because on
“January 18,

"Parsons found a girl who was prepared %o become
the mother of Babylon, and gc through the required
incarnation rituals. During these rituals, which
took place on the first three days of March, 194§,
Parsons was high priest, and had sexual inter-
course with the girl, while Hubbard who was
present, acted as skryer, seer, or clairvoyant,

- and described what was supposed to be happening
on the astral plane. Parsons belileved that he
had been successful in this operation, and wrote
to Crowley: 'I can hardly tell you or decide
how much to write. I am under the command of
extreme secrecy. I have had the most important,
devastating experience of my life', to which
Crowley, for once at a loss to know what was
going on, replied: 'You have me completely
puzzled by your remarks, I thought I had the
most morbid imagination, but it seems I have not.
I cannot form the slightest idea what you can
possibly mean'. The same day, Crowlev wrote to
Karl Gemer, his heir-apparent to the headship
of 0.T0.: 'Apparently Parsons or Hubbard or
somebeodv is producing a moon cnild. I get

-fairly frantic when I contemplate the idiocy of
these louts'". (Emphasis supplied)iil-4

. The foregoing story bears a remarkable resemblance to

- ‘fmﬂEhét of a girl whoedpfected from Scientoldgy in 1979. She

ﬁdd been coerced into a perverted act of sexual intercourse

with a man fitﬁing Hubbard's description in Hubbard's private
quarters at the Fifield Manor in Los Angeles; She describes
fthgvevent as one where "my minéd was being ripped awéy from me‘
by force", while the man lay on her for one hour without erec~’:
- zion and witgout ever saying a word, T¥

’ King describes how Parsons and Hubbard had sealed@ their
‘friendship by opening a joint bank account. "Parsons

contributed his life savings of about 317,000, while Hubbard




contributed approximately §1,000. This aroused Crowley's sus-
. picions and he wrote to Karl Gemer:

"It seems to me, on the information of our brethren in
California that Parsons has got in a rumination in which
he lost all his personal independence. From our brother's
account, he has given away both his girl and his monev.
Apparently it is the ordinarv confidence trick."

(Emphasis sucolied) I1I-4

By this time, as the story goes, Hubbard had withdrawn
~about $10,000 from the joint bank accouht, and used it to buy
- @ yacht. The disillusioned Parsons pursued him to Florida,

where he wrote to’Crowley on July 5, 1946: “Here I am in

Miami pursuing the children of my folly. I have them well
tied up.’ They cannot move without his going to jail. However,
‘I am afraid that most of the money has already been spent. I

will be lucky to salvage three to five thousand dollars." 11174

King states that according to Parson, "Hubbard attempted

to escape me, by sailing at 5:00 p;m. I'performed a full invo-
cation to Bartzabel (the spirit of Mars), within the Circle

at 8:00 p.m. (a curse). At the same time, hoWeyer, his ship
- was struck by a sudden’squall off the coast; which ripped off
his sailé and forced him back to part where I took the bbat

in custody". Parsons died in 1952, after t#king the oath of
Anti-Chirs;'when there was an explosion of rocket fuél in his

"laboratory at Pasadena, California. <+:I74

According to King, Hubbard and Scientology explain these
‘strange events with the claim that Hubbard allegé&ly was working
as a covert agent for the F.B.I. or the Navy. However, this claim

appears to be a typical Hubbard falsehood.

In the late 1940's and early 1950's, Hubbard was pursuing a

career as a science fiction writer. Hubbard's science fiction writing




led him to the field of mental heélth and‘religidn. Cbmbining
all three areas, Hubbard wrote the book, "Diﬁnetics: Modern
Science of Mental Health." It became a best seller.

| Hubbard claimed to have tested hundreds of subjects over
~ffa perlod of many vears in the research and w*lt-ng of Dlanetlcs.
However, according to corresponcence f*cm Ron Hubbard Jr., his
first born son, who now lives under a Qifferent name, Hubbard's
writing‘style was one of writing "off the top" of his head
kmixing fact ‘1maglnation and science fiction and clalmlng a

‘"sc;entlflc" basis for his COnClulenS, case studies and theories.

+According to the son, Dianetics was written in three months.

The son states that Dianetics reveals his father's obssession

abbut abortion and sexual perversion, rather than being the pro-

duct of real case studies. The son writes:

"But there was something in my father's past that
explains his obsession with abortions. The fol-
lwoing incident happened in Bremetron, Washington '
between January and September of 1941, and the
reason he can pinpoint dates is that I moved 49
times by the time I was 19, and I have a list of
each place I lieved in and can relate incidents
to that location. One night while we lived in
~that house in Washington, I remember being awakened
in the middle of one terrifying night by my mother's
screams coming from the bedroom across the way.
I snuck out of my room, walked across to theirs,
and peaked into the room since the door was ajar.
‘All the lights were on in that room. I saw my
mother lying on her back naked on the bed and ‘
my father sitting on her stomach, facing her feet.
He was dressed in a Chinese robe with a multicolored
(I believe black, red, green and yellow) dragon
embroidered on the back of it.

I didn't understand what was happening, but I~

was petrified and ran to my.bedrocm and jumped back
in bed trying not to think about the screams or

what I had seen. I quieted down after a while,

but then I heard more screaming and since I coulén't
sleep, I snuck out agin, When I peaked in at that
time, I saw that there was aksi a man there with

a black bag, who I assume was a doctor, and he

kept telling my father that she had to be hOspltalized.
I Stlll remember his exact words; he kept saying
that "it had to come out".




But I also remember that my fathef-kept arguing and
insisting that he would not let her go to a hospital.

That's all I recall of this incident except that the
‘next day I saw sheets in the garbage can wﬁich had
blood on them. When I was older, and had enough
courage to admit to my moeher that I had been watching
that night, and to ask her exactly what had happened,
- she told me that he had oreed her to have two abor-
tions during their marriage. III-5 o

Dxanetlcq, and the practlce of it, purportedlj was to be

[the el;xxr of -all human illnesses and weaknesses - The sale of

,’:.dlanetmcs led to Hubbard's creation of Lhe "Dlanet*c Foundatlon

The Dianetxc Foundatlon, to research dubbard s theorxes was

~'fpshortllved and led Hubbard to begln Scxentclogy.

{ i
. W

:7F‘Accetdiﬁg ﬁo the Federal Bureau of InveStigation infcrme-
k"'txon file, and miscellaneous other sources, there is consmd-
:lerable ‘evidence that Hubbard suerered £from ser;ous paranoia
:k and delusion for most years of hls life followxng 1945. Th;s'

“ls apparent from his wrltlxgs, both public and Drlvate, and from

“whle personal life. On April 11, 1851, a Los Angeles‘Times arti-

jacle reported that Hubbaru kidnapped his wife Sarah and hls daugh~- -

‘ fff;ter, Alexls, and told her to commit suicide. Just prior to this

' artxcle, on March 3, 1951, Hubbard wrote a letter to the F.B.I.
;\ffconcernlng 1nflltratlon by communlsts into his O:ganlzat*on,‘
ﬁ’chargxng that hls wife, Sarah, might be a communist. Hubbaxd

wrote a letter dated July 29, 1958 on statzonevv with the let-

"f; ters, D.D. and Ph.D. followxng,hls name (apparently for "Doctor

f éf Dianetics"). In the July 29 letter, Hubbard claims that the .
éuSsiens were seekiﬂg to enlist his aid, inviting him to Russia,
"apparenely because of the "bralnwashlng" techn;ques he had de-

yeloped in Dianetics. 111-6




In a subsequent letter dated September 7, 1955, evidencé of
Kubbard's obsession with Communists, "brainwashing" and his own

mental health is apparent from the following excerpt:

"After we so informed the Defense Department about
brain-washing technologies in our hands and offered
them, we have been in a state of siege. Understand
that we accuse the D.D. of nothing. B

...People in suspicious condition were sent from one

place in Southern California to be "treated by

Scientology" for insanity and yet we have no interest

in treating anyone, especially the insane. Now two

more people go suddenly and inexplicably insane in

widely rifferent places both the same way. All

manner of defamatory rumors have been scattered around
about me, questioning even my sanity which is fortunately

a matter of good record with the Navy as by statement ... ¢
"having no psychotic or neurotic symptoms whatsoever."

At other times, the F.B.I. reports that Hubbard was arrested
’wfor leaving his daughter, Alexis, alone in a car, and was
arrested in San Luis Obispo, Claifornia, in connection with petty
theft (checks). One S.B;I. report notes ghat~Hubbard "appears
méntal". 111-6 | |
W 1In 13975, Hdbbard's son) Quentin, by his marriage to Mary Sue ‘:
Hubbafd, apparently commit:ed suicide in Las Vegas, Nevada.
" Quentin was found in a car with . hose running into it from the

exhaust pipe. He was taken o a hospltal in Las Vegas where a

Séientblogy agent was sent in to steal portions of his medical

records. -

b. Creation, operation and control of Scientology

;”.Hﬁbbard's creation of Scienﬁology can be traced to late 1951
when the‘"Hubbard Dianetic Researzh Foundation", an organiza:ion
formed by Hubbard to promote the benefits of Hubbard's book,
Dianetics in California, experience¢ﬁfinancial problems, which

ultimately led to bhankruptcy. Differences between Hubbard




and the Board of Contol of that Organization forced his with-
drawal fromtit and he founded Scientology. Apparently, Sci-
entclogy was first incorported in Phoenix, Arizona, on ‘May 19,
1954 under the name of Hubbard Association cf Scientology In-
’ternatonal (H.A.S.L.). At aoproximately the same time a simi-
_lar Scientology organization was incorporated in png;and under

"\

the name of Hubbard Association ot uClentOngLStS Internationalf,'
Limited. 111-7
The a*tlcles of anorporatlon of Pubba*d s Assocxatlons of
‘SWtSCLentologist International Limited, disclose that the Company
:was organlzed to conduct and carry on any and all sc1entiflc re-
search, and more partxcularlv the dlssemlnatlon and advancement
- of knowledge of the human mind, mental, psychosomatlc,band al-
 lied fields; to conduct schools and classes; to establish clin-
*1cs, to publish and have publzshed books, artloles,‘letters,
'papers, magazines, and other perlodlcals. As the years passed, :
.~ other organ;zatlons of Sc1entology were begun in Saxnt Hill England,.»s“x

~in Washington, D.C., Los Angeles, Ca., Aukland, New Zealand

‘Melbourne Australla, (Vew York Czty, San Dlego Ca), Berlin, Parls,

‘(Det‘OIt, Mi., Dallas and Twin Pltles), moronto, (Boston), and

| Florida). 1II- 7 1

Highly efficiené lines of communication were and ase maine
?'talned between Hubbard's first headquarters at Saint Hill, En—
gland and now at his secret bases in the U.S. and all of the
‘;central organlaatlons For inStance,'a central organization in
F'Clearwater, Florida or Boston, Massachusetts is in direct telex
~communication with Hubbard, or his designees, sendlng xnxormation

and recelvzng orders, V-1

‘ 4‘;“!.:‘!/




‘The Hubbard Commuﬁicatons Office, (H.C,0., Worldwide),
éontrols all written communcations to and from Hubbard. The
function of H.C.O [WW) is describéd in a Hubbard Commuﬁicatiohs
Office Policy Letter of February 18, 1964. H.C.O. (WW) is con-
cerned with the organizations of Scientology on a worldwide |
'bagis. It deals with Hubbard's personal communications to and
from the H.C.0.'s, orgs,'andﬁranchimaholders {the Missions).
It sends out Hubbard's policies and technical data. It has its
own direct line to the H.C.0.'s, orgs, and franchise ﬁolders
all over the world. It keeps a close supervisory eye on local
Scientologists to énsure conformity to a "proper standard of

Scientology ethics". V-1

There is a constant stream of communication flowing from

. Hubbard and his now secret base via the H.C.0. to the various

'brénches throughout the world. These communications contain

instrictions for carrying out various Guardian's Office (Se-

grét Police) activities. 1v-1

Up until the mid-1960's the H.C.0. Office was the "Police

Force which governs the H.A.S.I." Due to the inherent insta-
bility of Scienﬁolbgy crganizations, it became apparent to
Hubbard in the mid-lBGO‘é to establish a separate police force
to govern ahd oversee Scientology organizations throughqut the
World. This police force became known as the "Guardian‘s Ofé
fi;e", and it is run by Hubbard via Hubbard's wife; Mary Sue,
'The Gua:dianﬂé Office is responsible for carrying out ovart

and covert operations'against former and fellow Scientologists,
private citizens, and governmental‘agencies boéﬁ on the local
and federal level as well as maintaining internal order in Sci-

. . V-
entology organizations. v-2, 1




Einancial control of the Church of Scientology, from its
inception throughthe eariy 1970's was through a system of ac-
counting bkased on instructions issued by the Hubbard Communi-
cagions Office Worldwide under the direction of Hubbard; These
inst:uctions set out accounting~records to be kept, proceduies
go be carried out aﬁdkdixections as to fihancial policy. A very
lafge méaéufe of financial control is exercised hy H.C.O.'(ww) 1v-3

The éqcouhting system is largely manual, and carried out
by unskilled clerical labor. A method of invoicing is used to
account for both income and expenditures. In respect to income,
serial numbered invoices are placed in an invoicing machine for
issue és receipts in debit and credit notes. A separate invqi—,
cing. machine is in use for disburéements.‘ An invoice is is-
~sued for each payment. V-3 |

; Each week's transactions aré treated as a single acCQuﬁting
,be;iod, and copies of receipté and payments, and invoices ‘to-
‘gethe: with aléummary fot each week are filed separately from‘
the feCOrds appliQ§ble to other weeks' transéétions. Each week's,
't:ansgbtions are then telexed via financial offices at the ioéal
organizations to the finanéial offices of Hubbard. L. Ron Hub-
bé;d or Mary Sue Hubbard were the only persons authorized to
&;;w checks on any Scientology account worldwide,euntil thekmid~'
~5 ;960?5 except for organizationaccounts dealing with-expendituresﬁ

for operating expenses. V-3

' Later, Hubbard funnelled large amounts of Scientology

inceme to a Panamanian corporation which owned his ship,
the "Apollo". This was the subject of intensive investigation

by the I.R.S.
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During the 1960 s and 1970'5 large aums ot Scientology

‘jy"tax exempt“ unds dxsappeared and many 1nd1v1duals began
lodging complaints against Hubbard and Scientology. As a re-
sult of government investigation, Hubbard purchaSed a number

of shlps in which he established his base of operat;ons and
used his telex system to communicate to all central organiza-
tzons in the world; Although Hubbard attempted to‘disguiae the
nature of the ships' business and their whereabouts, Interpol,
cthe international police force, kept a close watch on Huboard'
act;vities throughout the world. As a result of Interpol s
work, Hubbard‘s ships were either rerused port or not permitted

i

to remain beyond replenishing stores and fuel

As a result of numerous xntercontznental lnvestlgat‘ons,

and reported deaths and hospitalizatxons of Scientology v;c-t
; tims, and as a result of investigations undertaken by the Uni-

}ted States Government, Hubbard instituted one of the largest

VSoientology overt and covert operatzons against nations all
~over the world. The proqram was entitled, "The Snow White
Program". Thischientoiogy Guardian's Office program placed
agents in more than thirty countries for the purpose of stealrng
files, infxltratlng local and federal gove"nments, replacing ad-‘
verse Scientology files w;th.favorable ones, pressuring public
: offioials to allow Huboard entry into its oountry, and(as a

“last resort, if necessary, bribery.

- The result of this operation and its success is not fully
known. However, after a perlod of one and one half years, Hub-
bard purchased a number of large buildings in Clearwater, Flori-

‘da for the purpose of setting up his "land base" in late 1975.
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A description of Scxentology ooerations in Clearwater and its
criminal activity is set forth in subsection (D) of this Sec-“

tion.

Fron 1975 to the Fresent, Hubbard has maintained secret
'bases in- Dunedin, Florida, Gilman Hot Springs, California, and

;Laquinta, California.

The purpose of the secret bases is twofold: ‘first, in‘
order to effectively contrel all SCientology operations, Hub- A
;’bard maintains the secret telex svstems at his bases allowing
him the control necessary without outside interference. Second-
3ly, the whereabouts of Hubbard is sought by both state and £ed-

eral officials and private litigants.

"2, Structure of Scientologx ,

The organizational structure of Scientology can be found
:Qin a Scientology diagram in Appendix IV-4. These diagram° gra-
*ﬂkphically show the line of commano for SCientology starting from

*ifL Ron Hubbard down to the local "org" (churches), and ”missionsy.

A description of thisrchain of command starts at the lecal’

level and works up through the various command lines reaching

./Hubbard at the very top.

, anongbout various cities in the.United~étates, local sci-
‘entology organizations are commonly called "orgs". . Each org
has seren divisions within it,‘each responsible for carrying
out“its particular operation. DiviSion‘l, commonly called the

Tt




H.C;O. Division or Hnbbard-Communications office, isyresponsié
’ble for overseeing the operatxons of the’ "org” and reporting

its flndlngs to Hubbard, It is also responsible for ensurlng
the proper collection of funds involving payments or royalties
to Hubbard. Division VII is commonly used by the "FLAG" repre-
sentative. the "FLAG" representative is a person sent from
Clearwater, Florida, Scientology's East Coast Headquarters, to

oversee management in the local org, and ensure that funds flow to the‘

‘FLAG land base in Clearwater, Florida. The other departments
in ;he~loca1 Scientology organization include Finance, whose
purpose is the collection of all funds from, and disbursements
for the org and payments to: FLAG land base in Clearwater, Flor-
1da, Hubbard Commun;cations Office, Guardian's Offlce, and other
_areas. The stsemination department and the Technical department,

are responszble for body routing or solzcitxng persons on the

street, bringing then\into the org, selling them the services

and beginnxng the auditing processes. IV—S

Aside from these seven departments, each organization has

~ overseeing all its operations the "Guardian's Office" or secret

police. The Guardian's Qifice'iesponsibilities include preven-
 ting any persons either Scientologists on non-Scientologists

from exposing or ”attacking" L. Ron Hubbard or‘Scientology.
These purported "attacks" are usually in the form of articles

in _hewspapers or magazxnes, or lawsults where a victim seeks

to exercise his First Amendment or. judic;al rlghts. Once an"

"attack" is located, the Guardian's Office institutes a plan

of operation against either the individuals df entity attacking

Scientology.v The Guardian's Office commonly engages in burglary,
bklarceny, kidnapping, extortion, blackmail, perjury, and electron-

ic surveillance to achieve its purpose. Some of the details con-
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cerning these operations are set forth in subsection(D).V‘

The Guardian's Office also ensures that all the orders of
Hubbard and his subordinates are carried out at the local leQ-

el.

The seven departments of the local organization andvthe:

| Guardian's Office each report to a similar set of departments
at a higher level. This higher level ie the U.s. heedquarters
of Scientology, and found in Los Angeles, California. Once in-
formation leaves the local level it proceeds on either one of
two major chains of command.. The first chain originates from
any of the eeven departments pre 1ously mentioned, and passes
to upper levels either at the beadquarters in Los Angeles, Ca-
lifornia, or to the FLAG land base in Clearwater, Florlda, or
both. The second chain of information is the Guardian's Office
(G. 0 ). The diagram in Appendix IV shows how G.0. information
,is transmitted from the local Guardzan s Office level to the
U.s, Guardian's Office level in Los Angeles, Calzfornia, to.
the Deputy Guardian, Worldwile and then the Guardian Worldwide -
.‘flocated in England, and on to Mary Sue Hubbard, Controller of
'the Guardian's Office, and £inally to L. Ron Hubbard.

B. Factualaccount of Scientology pOliCLES, practzces and
business methods

1. Marketing and Sales Policies

Publxcly, Scientology holds itself out to be ‘a scienti-
fzc, relxgzous, and law-abiding o'ganlzatmon. The evidence
suggests that it i* ;exther scientific, religxous or law-abi-

d;ng. ‘Scientology's primary public purpose is to "clear the




planei". In order to "clear the planet", Scientology $eeksii

- to proselytize all human beings, into Sciantology.

vHubbard has dedaloped'methodsvby whiéh peoplé are,lufed_x -
'into Scientology and once ensnared, are kept in subjugq:i:n[
The methods he has devised for procuring "bodies in the shop";
are procedures written in a number of Hubbard'é owr. policy |

letters for each of the Scientology organizatians. These. methods

include techniques utilizingkdeception designed to entice peo-

. ple ihto Scientology by creating and exploiting anxieties and
fears which éonstrain them to embark uponyscientology processing
to cure fheir‘re31 or,imagined ills. The procesS,of recruitment
.begins with either aévertising or direct solicitation of persons

~on the street by Scientélogists called "body routers".

, When being solicited, people are commonly told that the
primary aim of Scientology is to mhke‘people more able, §nd im=-
pfove‘their gcmmunication with others. They are told that a

~ clear, analytical mind and a stable understandingvof life are

the necessities for success, motivation and stability in every .

trade o:rprofesSion in all life's activities. Once.avperSOn'S
‘Ainterést is somewhat aroused,.a 5ciéntology questidner aSkS';
the "raw meat",idt'general public, "would yéu like to;take a .
vfree inteliigence and personality test?" The Scientolognyues-
tioner will then aﬁtempt'to bring the "raw meat", into the "shop",
or Scientcloéy organization to take the free personality test. |
1  If the pérson balks, and Shows no interests in taking the test,
ofher saiés te:hniqyeé are employed in order to get the “body

in the shop". vi-l

Some of these'méthcds, taught'in the "BigyLeaque Sales

Course”, include questioning the "raw meat", abkout overcoming




cnn‘uSion in thEL* work handling others around them, achieving
xlong sought-after promotions, becoming happier, making you hap-
pier ‘and less tied in the home, how to save on the family budqet.
 how to»have more friends, how to understand your husband or
‘childreb, increasing your I.W., concentration, etc., etc., ete.
Careful statistics are kept throughout this process as to the
pargiculer SCienﬁology qoestioner‘s success. If a pa:ticular

: ptoblem or'"Butgon? is found in a person, Scienfology zerces ' in
on this problem and "soientifically guarantees" a cure. Many
individuals have been promised cures of physxcal diseases such
as arthritis or cancer, weight problems, alcochol and drug abuse,

.or emotional instability. vI-2

Careful statistics are kept throughout this procese as to

the'particular,Scientologv questioners' success in routing bodies
into the ‘shop. Presently, the oersonality test is the key re-
‘ oruiting ‘tool employed by Scientologists to "route bodies into

. the shop .

The firat stop in this process is the personality test.,.
The personality test is a series of two hundred questions con-“.
structed by Hubbard which purportedly reyeals any aspect of»
their life whether thsioal,’emotional, or spiritual that

| vI-3
Scientologists claim is not considered normal.

Once the personality test is taken, either through‘the hail‘

- or in the "org", Hubbaro‘s sales techniques are employed oo show

the person's defective personality assessment. The following :
example is a typical applioation of‘Hubbard's sales policies. ,The
individual was told that though he had a high I.Q., and was a
oenius, and could do anything he wanted to, his characteyr as the
graph showed, was defective, that he was men;ally,unstable, and that

he was going to have a mental breakdown in eighteen months time unless




he had Scxentology help, and it was also su"gested that he had

homosexual tendenc;es.; He was put on the Scientology "B-meter"
(a crude lie-detector) and when asked the question, "Do you have -

,problems°" delzberately squeezed ‘the cans which made the need]e
junp and caused the interviewer to write notes furiously. He |

was urged to return for treatment, but did not do so.

‘Thereafter, he received a series of letters extehdingIQVer '
- twelve months of which the following extracts are a sample:
'Wouldvyou write me out a list of youf goals and ambitions forv

~life, and if you think Scientology can help you cbtain them?"

- '"From the look of your file, you were a prettylworried boy
last year. Most of your poznts on the graph are in Urgent At-
'tention Required, so I suggest you call in this year for a new
";caee assesement and find out what can be done to help.your mind"
”With an I. Q. like yours, you shouldn't have failures on :

‘1fexamo! But of course when you're not happy, you certaznly

uff;”can t put your mind on study, can you?"

_.~wnen are you coming to see us again?"

. "How did you gc with your exams last year? We can help

. you become more. able: regard;ng study".

”When will you be able to do the such-and-such a course

7,cyou pa;d a deposit on last Septcmber?"

"You‘can‘talk’to-us about your failures in life. You need

to have someone to communicate to about your difficulties, so why




not now?"

"It seems to me that you had qulte serious problems
when you did your personallty test last year. Cqmg in and do

another, and see how you feel now", V174

Once the Scientologyfsalés force snares an ihdividual,

: q}uéually through the use of the persona;ity test, this new

"raw meat”, is now ready for handling and reception.

In H c.o. policy letter of December 31, 1963, under the~
'heading, "Handling Incomzng People", Hubbard writes:

"Reception must regard any people who walk in, except
tradespeople and business callers as potential pre-clears
-and students. Snap them onto our lines. Sign them up v
for something, and get them wheeling along our efficient
lines. Process and train them when they walk up the front
steps. Get ther person's name, address, and phone number.
‘Make a green slip used for this purpose, and change of
~address."

*...anyone wishing general information on dianetics and
- Scientology, should be routed to the Regzstrar ..For new
. people, always recommend to Persons. The Persons Effi-
. ‘ciency Course, now the Communications Course and get ‘the
wnperson a book."

‘In H.C.O. Newsletter of May 7, 1962, the follow;ng in-
~ ‘structions are given: "Register every new person walking
+in- the door, even the postman. No matter what they say,
. if they are there, they have come in for help. Sell them
~a-book. Don't let them leave without something...Sign
-avery new person up for testing and an interview. Put
them on the meter and pull their ”withholds”

S (what people should have found out abouL ther and
didn't)...Sign up students for a specific period of time.
and get payment in advance. Sign up a pre-clear for an in-
tensive of the lengthnecessary to get a major case change
that is real to him. 1If the guy needs one hundred hours,
audit him for one hundred hours. Let the pre-clear fi-

- nance his own auditing. You're not in the credit busi-
“ ness.," VIi-4

In H.C.O. Bulletin of April 9, 1962, Hubbafd gives these

'_instructions-

"When the prospect comes in, see hlm or her at once.
(No wa;tlng) Be courteous, frxendly, business~-like. Rise




when they enter and leave. Call reception to show them
out if they stay too long. Be willing to take their
money.. Always prefer cash tc notes. We are not a credit
company . Always see the student or tha P.C. before they
leave ti'e place after service. You ciun often sell more
* training or process....It is a maxim ‘that unless you have

bodies in the shop, vou get no income. ] '
get bodies in the place, and provide ingress to the regi-

~ strar when thev are there." VI-4 (Emohas;s supplied)

Hubbard has shown romarkable aoumeqasva high-pressure saleé-

man. He recognizes the need for creating an interest in

the prospeotive buyer, and then ofAstimulating and developing
thot iﬁterest with a tantalizing but incomplete look at the
. next stage, for which those persons with interest now aroused
in -hi; Scientology'wares feel they need or have a curiosiéy
to explore. He has marked down as his particular victims
the more gul)lible, and he has devised‘sédulous means whereby
the victims' interest, once aroused, is not allowed Lo dwindle
buntxl he has come effectively under Scientology s domxnation,
VV ‘_1and then it is tro late. -In Hubbard's directives, policy let-
\ters, bulletins, and the lzke, he has laid down precise tech-
] niques to be' used to arouse and sustain interest and effectively
';capture ”raw meat", for the "org" From a legal perspective
‘this is commonly called a "ba;t and switch" scheme. The bait
is the offer of something free, namely free lectures, free per-j
"';sonalzty tests, and Lnformation in order to get the victim
";znto the "org". The “switch" is to courses and "auditing”

‘whxch leads to exorbxtant fees and 5c1entology 1:m:>ndage._VI"5

» The detaxled and preczse Lnst'uct;ons of Hubbard with re-
spect to the personal;ty test and Commun;caton Course appear.
in the :ollowlng substant;al extracts from the bulletins: In

ﬂH C.0. bulletin of September 29, 1959, entitled "The Organi-
zation of a PL.E. Foundatlon Hubbard writes:

"P E. Foundation in its attitude goes for broke on the
newcomers, buzlds up their Lnterest with lectures, and
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“knocks their cases apart with com course and upper indoc...
The student does not get out of the com course until he '
can be trusted to show up well in a muzzled co-audit...
NEVEPR...Let anyone simply walk out. Convince him he's a
oony 1i he doesn't gain on it, pecause that's tne CCGELR. ..
The whole dream of a P.E. Foundation is to get the people
in fast, get them invoiced in a congress type assembly line,
no waiting, get them hot, excited, positive service and
boot them through to their H.2.S. (liubbard Apprentice
. Scientologist course), and then worry about something else
with them. Never let a student leave or quit - introvert
him like a bullet and get him to get audited. If he .
gets no reality, don't let him wander out. If he walks
in that door as a P.C., that's it. He doesn't get out
except into an individual auditor's hands in the real :
tough cases, until he has an H.A.S." VI-6 (Emphasis supplied)

A month after the 1a5t mentioned policy letter, Hubbafd in

. policy letter of November 24, 1960, entitled "testing Promo-

tion Révised", gave p:écise instructions to staff members as

" to thevmanner inlﬁhichran "ihcomer" or "raw meét", should
be dealt with by the "evaluator" to ensure success in procuring
the "incomer". oThis particular policy letter shows thekabso~
lute control Hﬁbbard‘maintained over his sales force to pro-
cure "bodios in the shop", or "raw meat".
» ‘In this letter Hubbard wrote,

"Evaluator takes incomer off meter without explanation,
.~ and ‘turns to graph. Evaluator now explains each point

of graph. But it is vital that at each low point, where
explained, he adds, "Scientology can help that". 'This
is said directly to make an impingement. The wording can
be varied, but the sense must be the same. Do not precede
this statement with "Don't worry", or the like, as this.

~ cancels impingement. Graph done, evaluator explains I.Q.

If low, he says "Scientology training can .raise that"., He

- explains level of I.Q.; tell person even if it's high, that

~ 1.Q. means little unless person knows something with it.

- Evaluator now takes up the meter case assessment sheet.
Here he tells of P.C's future. It is done by looking at
P.C.s statement of his past and by rephrasing saying "It
is going to happen", (without Scientology fates don't
change much. Accidents, divorces, etc., happen again).
This is all rapidly done. Facituwally, expertly,...the
evaluator now leans back and says, "that's it". Incomer is
hanging on ropes. If incomer says anything like "What ’
can I do about it?" evaluator says, “That is very com-
mendable. A good point in your favor, wanting to do
something about it. I'm a technical person, not a sales

~ personnel. Confidentially though, I'll give you a tip.
Don't spend money foolishly until you know what you're
spending it for. Psychiatrists and so forth could cost

 you thousands. You'd buy anything they said, because you -

‘know little about the mind. ‘Why don't you take an anatomy




course and learn something about the mind? That's just- ‘
a tip.  It's cheap and you'll be wiser about.what to do
about yourself. The person over there is in the Service
. Department. Ask him.':..If the incomer walks out without
buying, the P.R. man {even if he is interviewing someone
else, and even if incomer has not approached him), rushes
over and give incomer a copy of "Problems at Work", and
~"Dianetics: Evolution of a Science", and says, "Here are
two books that might help you", and without waiting for
an answer, goes back to his desk. The above routine is :
at this time a set, fixed activity. As it works further,
it may be improved." VI-7 ‘ - .

2. The effecé of Scientblogy'practices'on the mind and -

 pérsona1ity

The investigétions‘ahd Reports from other nations inclu-
'ding England and Austrﬁlia support most of the ccnclusibns"
réacﬂed by thebauthOré of this Reporﬁ regarding,Sciéntoiogyi
; é:aétices. The Reporté dontainéd in‘the Ai pendices to this
‘Report Qere prepa;ed prio;vﬁokexposure of the incredible pat-
tern of worldwide criminal'&ctivitﬁ ehgaged‘ih by the‘”braihé_&_i{
,w#éhed” puppets pf Hubbard and Scientology. Yet‘those Ree"
ports were remarkably prophetic in detailing the dgétrucﬁivé 
impaét of Séientology Oh_the mind and_the“personali:y, QQrﬁif':

cularly in connection with inducing victims toward the commi-.

" ssion of criminal and anti-soCialiacts;» The fcllcwing7analysi§ fg“ﬁ“

is brimarilyvgleaned from'the_Réports cdnﬁﬁinedﬂin the Appenfk
dices | Lo | o
 “~'Aimost invariably, a pérson who’eﬂters,Scﬁentolp?yfhas‘ Q"
been told he is;"low toned", and that Scientology cﬁn raisé"
him dnvthé tone scale. In nearly every casé he wiil have

been told thég whatever his I.Q may be, S¢ientclogy'can~in-
crease it, and that certain persoﬁality&traits shown on the
é#sessmeﬁt of his personality test as u:gently‘heeding'attéétionﬁ
can bé improved by Sciéntology processing.‘ He will haQe heard :

of 'the:fahtastic successes c¢laimed to have been aqhiéved by




Scientology in the fields of mental or phySical health, or

’,‘both, and in general well- being He will have read, perhaps‘

uncritically, and without iully appreciating what he read,
: some of the int roductory literature of Scientclogy, including

the extravagantly false claims about Hubbard's background.

'.His preoccupation with his own particular ambitions, condi-

f‘t#ons and-problems, leaves him a ready prey‘to extravagant

but conridently asserted claims, and he sees the rosy pros-.

’l’pect of improvement, recovery, rehabilitation,'success and

;',happiness, almost within his grasp ‘ His initial experience

,A~with Scientology in the Communications course, the next step
‘beyond the personality test, may have cheered and encouraged
“him. He has been made welcome, greeted by his first name,

made to feel important by being told by a competently delivered

'i>"pep talk", that he is as good as the next man, until he is’

‘;preparedbto go along Wlth Scientology.

| It is common psychiatric knowledge that the type of person |

‘,twho would be likely to respond to attractive promises and offersr_:

';ri_contained in the personality test advertisement and invitations' |

tyi:to take the Communications course would be those who would be ;;ff;v

‘;ﬂif likely to feel insecure, inadequate, inferior and anxious -;‘

'“'2wfthe person who is usually a poor mixer, feels lonely or un-

v‘loved, ‘eels he is not recognized for what he really is, and

:Tylrffinds the business of living too burdensome. The class of

?ylgﬁpersons attracted is not limited tofsuch unfortunate people.

i;The appeal is: erfective With normal people, and also with the

?greed; and the opportunist.

“

The free offer of the personality test makes a triple

#t:aPpeal first, ‘what is offered is more than a bargain, it

fis,free; secondly, it is. offering just the sort of release




"‘or escape or opportunlty the worried person think* he needs.uv5h7ﬁ,»i'|

’f{ and, thirdlv, it engenders in the mind ot such a. person the

'h thought that the organization offering sucn wonderful things

i‘free must be of superior stature and quality to be able to

f"ff'achieve the wonderful~results promised This superior ste-l g

ture and quality is employed through the deception practiced by;?
Scientology through mieleeding use of titles, qualificatione, |
;‘and insignia, for the purpose of conveying the false impreg~-

‘sion that Scientologiets so described have valuable qualifi-

. fCetions. As menticned earlier, Hubbard ‘makes false claims t°

e degree in engineering from the George Washington University.-

1L;and Princeton University, and his-"Ph. D." appears to be from
an unaccredited institution. The‘title, "Doctor“, which he
%ﬂsometimes‘uses‘is based on the Ph. D., or on a Decctorate of
bivinity} virtually self—bestowed and'granted,‘it scms, by .
_one of his own inetitutione.. The founding churches of Scien- ]r~

V',tology heve awards entitled, "Doctor of Divinity ,‘"Winister of

i}‘."i'i';‘ﬂt-.he Church“, and "Spiritual Counselor"‘

The Scientology guelifications are designated by the varioul
jvlettere which likewise deceive. These are degrees of "Doctor
of Scientology“, and "Bachelor of Scientology“, respectively :
delignated by "D.Sen.", and "B, Scn. . both intended to suggest 5
7an affinity with "D, Sc.", and "B. oc.”, which are appropriete to
Doctor of Science and Bachelor of Science, both well known '
,'university degrees. Hubbard uses stationery With the letters e

'D.D..and Ph.;D. after his name.

Once the "rawvmeat" is beyond the personality test, and
ready for Scientology courses, procesSing‘and auditing, great

efforts are made to impress the person at the earliest stage.




_likan atmosphere of efriCicncy Prevails; a particulnr point is.
$'made of punctuality,’the instructors and staff are outwardly
)[ confident and certain of themselves. at the first lecture
the individual is addressed by his first name, and so flat-
tered that he begins to feel that Stientology is already
‘%Y doing him some good. At the end of the first course or day,
‘the time of the next course or day is mentioned and the in-
d*struotor makes sure everyone intends to attend. Any waverer
.is questioned, given some suggestion as to how to overcome the
f'_difficulty ot attending, and then told that he will be present
»ri'at the next course. "No" is not taken as an answer, and the

'impressed beginner is somehow oonstrained to attend

‘The inadequate and inferior person, having experienced
o the pleasure of being acoepted and being shown affection by
the organization, feels a desire to reciprowate, he wants to ,
-n‘prove his worthiness to be sccepted and loved, and he enthu-‘
'stiastically sesks to please in whatever way he can. The wsy rf;gi_:
'expected of him is to show continuing interest and later *o ’

’n.'participate at his own expense in the aotivzties of the or- '

'Hsfﬁaganization.'

\"‘A stage-when'the new student or “preolear" is entering
X‘h%ﬂinto Scientology, he is sometimes security checked, that is,
“he is interrogated at grest length, according to a set for-
;;;mula, and on these occasions he has sometimes been asked
:.such guestions as, "Do you ddserve to be helped by Scien-
gtology?” This heightens his desire o demonstrate his Worthi-
'ness, and at the same time to increase his dependence on

SCientolocy.




Once through with these beginning courses, the:”pre-ﬁlear"'

'is now ready, for Scientology auditing.

. §cientology auditing is a form of psychotherapy. ‘Gener-
ally, the pre-clear sits at a table, holding on to a set |
of cans which are wired into the device known as the a=
. meter. The E-meter measures galvanic skin response between
. the pre-clear s hands and the cans of the E-meter, making such:
a device a crude lie detector. On the other side of the

table sits the Scientology auditor, the auditor is trained

ito probe and record eve.ything the pre-olear says, While the

v'pre-clear is talking, the auditor analyzes ‘the E-meter

‘ responses, to determine if the preclear is lying.

In auditing, the preclear, with his inhibitions in sus- -
‘pense, reveals his Secret faults and -ecalls and acknow-
”°~¢ledges his inadequacies and transgressions. ‘The mental dis-
| ﬂ,:xtrsss attendant upon such :eelings of guilt make him wish to e
;"_~obtain some relief from his discomfort, by atonement, con-
‘vrtession, or redress; it renders him more likely to subject,
: ‘?fhimself to the oonressional, sacrificial, and self-abasing
process of aaditing whereby he can purge himself of his
'shortoomings. and it develops in him almost a missionary
‘ zeal whsreby he has the urge to render the same service to
- others. He is thus seeking to emulate the auditor on whom
| '?he~has.developed an increasing dependency and on the role
‘i‘nyof an auditor in which he himself hopes one day to enjoy the

same sense of power over ‘his own pre-clears.

- Scientology seems to the pre-clear to be a short cut to

- success, power, and authority. It makes unnecessary, so it




neems to be pre-clear, oereistenoe with’one's secular studies,
“’or interests, and it enahles him to ignore the reality of the
world outside Scientology, together w;th its preblems and

responsibilities.

All these halcyon concepts of Scientologg and. its praotice'.
are the outcome of a potpourri of contributing factors - the
individual's own inadequacy and gu_libility, the desire to he
thouqht worthy, the insidious advertising, the free personality
tent,'the fantastic promises, the°confident but,shallow’attitude
of the instruotors endnthe staff, the E-meter, the assurances of
success, the lure of th~ "clear", the hypnotic effect of tech-
nigques even at this early stage - and the calculated springinq
of the trap baited so temptingly for the unsuspecting victim. Thase
’promines are generally made as "scienti!ic guarantees” which are. |
particularly appealing to a person with ‘a serious physical ailmont or
aeriouu emotional condition which the organization preys upon as‘
the pe:son's ”ruin or "button". The court decree in the Artiole
- or gg!igg case, discussed in various places throughout this Report.

was lpecifioally dirocted;towa:d preventing,thi; type of £raud.

Cou:lel in luditing are carefully organized end conducted to

- induce in a,p:o-clear the desire for further auditing. Almost

without excoption,”former members state that at the end of a typical

twenty-tivoyhout intensive, the pre-clear is either depressed or
elated; each'o£~these conditions is taken as an indication that
further’processing is desirable, A depreesed condition is said to.
indicate a need for more processing to raise the pre- -clears up .

the tone scale; an elated condition is readily accepted by the pre-
'cleat as a promising prelude to more processing. Pre=-clears o

are ptooessed into a strange world of illusion which offers




'an es*ape from reality, and they are conditioned to desire more

~ and yet more processing until a state of imagined. euphoria is ‘

- reached and ma;ntained. They thus develop a pitiful dependece far
upon Soientology that is a direct consequence of the hypnotic’

“proceooes used, and this depeudenoy is seduously nurtured‘bv o

-~ the Scientologist.

‘Part of theKSoientology technique is not to allow the orewl

ciear ever to achieve complete fulfillment of his aims, and the

pre=-clear who nee‘not ocbtained good results is told that he could
| do better, and is left with the guilt‘feeling~that he has not
‘done nis beet. The feelings of guilt are thus acoentuated by
"oncoureging the pre-clear to find faoit with and further debase

';-hinoelf. Such a procedure is common in breinwashing techniques.

’ ‘~_z Through the years, Hubbard has added higher and hign.:'f”‘

2 SEientology auditing prooesses in order to have . students‘oontinf'

';vf?ually trying to reach the highest levels and paying the exor-v

faﬂ;fbitant lums neoessary to reach them. Years ago, the highelt
B :Sciontoloqy 1evel was that of ”Clear", and as time passed, he

addod the'"o T.” level, or "Operating Thetaw"

» In the initial or beginning stages of SCientology auditing, T
" the student or pre-clear reveals to the auditor intimate infor-‘
1 ‘mation about himlelf friends, relatives, and enemies. As this
"in:ormation is given the auditor records it all. This inquest
into a person's life can take many months of Scientology proces- ‘
h ling. costing many thousands of dollars to the pre-clear. When
; the pre-clear s funding runs out, some pre-clears become staff
members, givinq their whole time or part time services for lit- ; 

tle or no financial’reward, but with promises of salary, commission,




Scientology auditing is of a confessional nature. The
pre-clear is encouraged to reveal his innermost secrets and thoughts,-“
‘ and to describe in detail ali features of anything in his past-
life not necessarily a "previous life" which is troubling or
~has troubled him, Such a procedure involes a dredging up from
the almost forgotten and ill remembered past of shameful thoughts
and experiences. The questions are designed to - ‘ensure that no
,phaae orvfeature of any guilt circmustance in the past is left
'unehplored- Processes such as "overt withold", scour the pre-

clear 8 mind with Guestions like "Are you witholding anything?"

", Each aspect is savored, appraised, and dwelt upon. During these

auditing process, processing files reveal that during this time

~ the pre-clear is very frequently euperiencing mental torture, which

‘shows itself in contorted flushed features, tears, moaning, inability)_ '

to speak, apparent deafness, nausea, dizziness, sensations of pain, '
| coma, and unconsciousness. Sometimes pPre-clears are so distraught |
'that they scream, develop murderous Zealings and thoughts- their h;i
hsexual passions are aroused. they act insanely, laugh hysterically,

and engage in other irrational behaior, become violent, try to

: ,,escape, and have to be restrained There is considerable evidence aixl

g of sexua). . activity during these "sess:ons", Such behavior is- not

v‘unexpected by the Scientologists.

In Scientology parlance, when such .manifestations as ‘these occur,’
"the pre-clear is being restimu’ated”: in fact, psychiatrists declare,
'he is being debased and mentally crippled. The Scientologists have
itheir own names for these phenomena: for instance, coma and un-
v.consciousness, are variously descrbied as "innaten" or "analytical"

,'attenuation" ”dopa" and "boiloff", the last-

- mentioned being described in "Scientology 8-80" thus:




"It is not uncommon for the pre~c1ear to go into'perdods'which
‘resehble sleep, buttboiloffs are not sleep...they can last for
Beurs.\ As‘audden wave of unconsciousness occurs because the

‘fpre-clear hes run an outflow or inflow of energy heyond the

©limit of elesticity of the ‘low". In fact, the intensity of

- emotion produced by the auditing rasulted in a condition of

g’mental exbaustion.?

Scientology auditing mobilizes guilt and can. produce dan-

gerodsvmental attitudes in persons who are sdffering from anxiety. B

A dietorted desire to debase and torture themselves developa in

some preclears and they aaeume attitudes of guilt'over cenduct

~ which is often innccent and often imagined. They are sometimes eu-

"~pharic'and sometimes excoriate their minds., The purpose of Scxentology

e p:ocelszng is to keep the pre-clear permanently enthralled.
ﬁzhe brainwashed, hypnotized, pre-clear, does not advert to

'at *thbardfs broken promises of infallible processes.

v Although there are several features of Sczentology which
‘;d~1arc to be condomned, its threat to health, partzcularly mental
fﬂfhealtp, rank; pegamodnt.v Qne ot the very g:eve aspeet; of SCi'
tentology;il thet the practitioners lack almost any med}cel_knoe- ;.e
ledQe, and are hnable to discer1 in a pte?clear symptoms,which |
| to a mcdzcal practitioner would indicate need for attention.
',d‘rar instance, a person exhibiting some degree of lethargy, a .-

""”f‘teeling of inadequacy, insecurity or anxiety, may be sufferiEg,

‘Té:¢m a cerebral tumor, some form of glandular disorder, drug
 intoxication, or seme psychiatric condition, the detection of

-:ﬁhiehfis difficult even by‘Skilled practitioners.

The danger to mental health is further emphasized by the

peculiar basis of‘Scientology. Its practitioners use techniques



“based on impossible theories and directed toward;the‘treate
ment of "conditions", said to be brought about hy completely
'fiCtitious circumstances. Based on rantasies, Scientology has
built up a body of "knowledge”, which is fanciful and simply
not true: Thus Scientology treats its imaginary "diseases"

L or “conditions", with its own fantasic procedures. The 4=
"larming feature is that real diseases and conditions often do
~exist, and that often the fantastic Scientology procedures are '

‘positively harmful to the real conditions., It is like applying

’Lh~an oxywelding torch to a leaking rubber ‘tube,

The greatest danger of Scientology auditing though may
lie between the auditor and the Scientology auditing process

‘and the Guardian's Office.

‘ In Scientology auditing very detailed notes are made by the
t}tauditor of all that a pre-clear divulges, Even though Scientology“
fHA promises that this information is never to be released or re-
iivealed, to anyone, should a pre-clear show any disposition to
, :' ) deviate or otherwun offend or attack Scientology, He soon real-
 ilel the. grave ombarassment of such records, and the great
‘iﬂinfluence that Scientology has over him. On the occasions that v
lga Sciontologist has left the Organization or attempted to seek
‘2leqal redress against it for its civil torts or criminal acti-
?f; vities, that peraon's "P C. files", are sent to the local
’:Guardian‘s Office. The local Guardian's Office then telexes
f;fthat confidential information of “"minds" to its superior. The
- uuardian s Office then utilizes chat information to "black-

mail the attacker", to prevent that person from exposing Sci-

"entology. ‘Clearwaterlis one of the three Scientology bases




‘iin the world contdining auditing files'of thousands of‘people..' E
It is also the "Plsg” land base for the "sea org" which is
Hubbard's elite camp of para-military specialists analogous

to the Nazi SS. At least one autho:,Sklar, "Gods and Beasts:

The Nazis and the Occult” notas szgnificant corollaries between

Nazi 88 treining and Hubbard's methods,

. f”3; Enforcement Policies

The "schizophrenic" nature of Scientology is concretely
illustrated in its sc called enforcement policies. Although
| Scientology creed states that "all ‘men have the right to think
£:eely. to write £reely. their own opinions and to encounter, |
to utter, or write about the cpinions of others", Scientology
i. policies are specitically designed to suppress free speech,

. subvert and destroy any written publicstions about them, and

o viciously harrass and atteck those who seek to "write freely .}'

» Scientology is oogsnized and operated as a para-militsry
organization with st:ict and sometimes brutally enforced po‘*-
cies designed to preserve the subjugation of its members, and
prohibit exposure of its practices. These practices include
"security checks," debt collection, ”disconnect",'e'kidnapping
policy called "The Blown Student", "Attack the Attacker",

e "Faix Game", and lastly a little-known policy called "R2~45",
a. Qecurity Checks
Sc;entology regularly uses the "E-meter";;which is a crudel'

galvanometet or lie detector mechanism for "integrity proces-

sing"snd "security checks” of its employees Tests which are




edﬁinistered ereicomprised not oﬁlx of eimpie trueéfalee type
queStipns, but‘elso areicatternedﬁafter the JO-BURG security '
Test,which probes every aspect\cf a subject‘s lifetime acti-
vities. The purpose of the security checks is primarily to
._determine whether or not anyone has~infil.rated Scientology
and thereby exposed its‘internel’polieies of frevd, deception,
and ‘criminal activxty. The security checks are designed to
: elicit not only all of a person's lifetime activites, but
alsc any immediate contacts or discussions or inv°1vement of

‘any nature or description that the;subject,had with anyene

‘pertaining to Scientology, L. Ron ﬁubberd, Mary Sue Hubbard;

or any of SC‘entclcgy's practices. "Numerous SCientclogy de-

fectors have chillingly described a “1984" type setting in which
'" a person is told to "pick up “the cans", for a "sec check" "

in order to determine it the person has any negative Scientol~

: i
i

';[Q‘ ogy thoughts, as well as having engaged in any anti- ScientolOgy o

activities.

One former SCientclogist described the origin of the

security check and some of its implications in the £ollowing

affidevit.

_ "LRH had written an HCOB on R/Ses and R/Sers. The HCOB

~ basically said that R/Sers were Suppressive Persons.

. An R/Ser is one who "Rock slams on the List One:. An

"R/S is a reaction on the E-meter where the needle slams

- back and forth. It supposedly shows an area in which

~_the person has overtsand "evil intentions toward", If :
. someone R/Sed on "work", that meant he had evil intentions,»
i ~ about work and uverts on it. The "List One" is a list

- drawn up by LRH of about 50-70 items on Scientology. =
The list includes LRH, Mary Sue Hubbard, auditing, E-
meters, auditors, clears, and basically anything else
on .Scientology. So if someone R/Sed while talking about
'LRH or Scientology, they were an "R/Ser", and therefore,

 a Suppressive Person. You were told that the overts
someone has committed LRH were not necessn“ily this life-
time - they could have been done in previous lifetimes,

-but the R/S showed that there were overts "somewhere on

- the time track" - all past lives to present. This pro-

‘gram leads to the R.P.F., expanded dianetics and poten-
tial suicide".  IX-1 ’ -




The results of Scient01ogy "sec checks" are used by the
‘Orgenizetion as conditions of employment as SCientology stuff

because any indiVidual who fails the sec check is

'limmedietely placed in the status of doubt with a threatened

termination of his pQSition. This factor alone violates many
state laws and policies of private companies with regard to the"
‘use of lie detecto" testing. For example, Pennsylvania law

-~ .

.- _pProvides:

polygraph
lie de-

v,lbeceuse of encroachment upon personel privecy and the arbi- *
»"trary, and invidious discriminetion that can result. ‘The pri-
\1'vete ‘sector hes elso sought to prohibit polygraph testing as
i?fevidenced by the California Labor Code, Section 432.2 which pro-:
‘hibits its use. The fundamental policy objection to the use
‘ | ot polygrephs, is that it is degrading end could severely com-
Azrh%gpromiee the dignity and impugn the integrity of the subject.
'5;5lfScientology 'S use of the lie detector for purposes not only
'”:of determining reel or imeginerv hostility to Hubbard, but elso .
4g'fto collect the most intimate secrets of a person s life and then
ﬁfﬁfuse those secrets for subsequent tortious purposes of extortion and

"Jl@oleckmail is repugnant on its fece VIII -1

b ;Freelceders‘ Debts
When Soientology proselytizes 4 potential customer on the
vf‘street, the first intent of the Organization is to extract from
fthe person every dollar possible. Numerous individuals have

recited a typical pattern of ‘irst being enticed through the

free personaliey test, then paying a small amount of money for




the Communications Course, and during the Communcations Course
‘being guaranteed results in auditing. This is where the Or-
}ygenization traditionally extracts large sums of money from a
fperson. Many indiViduals have reported paying thousands,\
fsometimes hundred of thousands of dollars to Scientology for
o-oalled auditing. The pattern continues with the lnleld-;
e’dual eventually running out of money, or losznv his job be=
cause of his involvement with Scientology. At that point,
,{ having sucked the person dr; of his financial resources, the
4d],0rgenization then induces the individual to become a staff |
rﬂvmember. As a staff member, the individual is generelly pro-
"mieed a salary, free SCientology services, extravagant living
conditions, and misce‘laneous other .romises designed to make
the person become an active staff member. When the indivie-
‘dual subeeguently becomes increasingly aware of the ineidious

';wfj“nature of the Organization, he then seeks his f*eedom and is

'fthreetened withelamong other thinge, what is commonly celled a

e VIII - 2

N""’"“‘*fff”,',’l;":_eel cader's D
A Freeloader ] Debt is designed to keep the person within"
A “,;j:the Organization, prevent a potential law suit, prevent ex=
’d”ingipocure, and falls in line with the ”Attack the Attacker" and
d“‘;the ”Fai._Game" policy hereinafter discussed. There are many
vreported instances" where an indiVLdual, upon defecting from |
kaSoientology is threatened with a huge debt for services rendered
~ to him or. her while a staff member. Although the person has
?ﬁfuever received a salary in line with the work that he has done
yffor the-urganization, and traditionally never received the
»'iiving conditions promised, both of which would give the for-
‘merimember legal»grounds for suing the drganization, one of
.‘the threshold methods of blocking the suit, is to threaten
”vtne'former,member with,a'suit for collection of the "Free-

~ loader's Debt".




| Hdne young girl who was a staff member'of SCientologyrfor
‘fapprokimately’five Years‘from the age of thirteen to’the age
~iof eighteen, worked £rom Six to seven days per week, fourteen’
'Jto eighteen hours per day, in slave’ labor conditions, eventu-
lally escaped from the organization. was later kidnapped, and

: fescaped.again. After her second escape, Scientologists sent

her‘a bill in exceSs of $60,000 for services allegedly rendered
; to'her. This particular individual had worked in Clearwater |
‘e for a number of years for virtually no pay, sleeping in a =
{fcorridor, and with inadequate food. Scxentology sent her the
fgbill in order to psychologically terrorize her and prevent her
: from seeking legal redress for everything that was done to her’.:x '2 -
Many other indiViduais have stated they are airaid of pursuing
<‘tbeir legal righte against Scientology becauee of their "Free-
;;‘loader'e Debt“ One individual who had oeen a staff member,for
;vy» a number of years, went out ‘and obtained regular employment. .
i;giwhen the Scientologists learned of her employment, they wrote
,“him letters threatening to sue him for he: Freeloader S Debt,

[and terrorized the individual into giving them a substantial

‘.portion of her weekly pay check, until the alleged debt was

i paidyy Such.incidents are not untypical.,

Ce. ﬁisconnect

One of Scientology s methods of keeping its staff members |

from defecting involves an adjunct to its brainwashing tech-

':-niquel called "Disconnect" This policy is set forth in the

'>HCO policy letter of December 23, 1965, and states as follows:

”Disconnection from a family member or cessation of
adherence to a Suppressive Person or Group is done by
- the Potential Trouble Source. Publicly publishing the
fact, as in the legal notices of "The Auditor", and
>pubiic announcement and taking any reguired civil action




-such asﬁdisavowal seoaration or divorce, and thereby ;
. Sutting off all further communication and disassociating
“ - from the perscn or group”. Emphasis supplied. VIII-3

i7i,elThe authors of this Report, have discovered numerous instances

- of the policy of Disconnect, sometimes with incredibly twisted
‘fvand perverted results, The policy is designed not only to pre-

fvent new staff members from contacting their parents. rela=-
tives, or friends, who may seek to enlighten them about Sci-
entology, but ello as a means of obtaining money. In many in-
‘stancel,'situetions have been reported where Scientology has |
"forced a husband or a wife to disconnect from a non-Scientology
spouse.v The purpose of the Disconnect is to make the Scien- '

Vtologist sue for a divorce and obtain as muoh money in the

: divorce proceeding as possible, which is then turned over to

']‘Soientology.

| ’7AlthOugh the public policy of SCientology'allegedly promotes
'E familyvharmony, and unity, and pnrportedly(encoerages'merital
'Lfintegrity; scientology in operation Qaften incites divorce,_

‘} not only emong the general publie which is merely taking courses,

"ﬁ'..but also among the hard core staff members. Meny SCientologists. -

dﬂtwho have disconnected from their non-Sczentologj spouse, and

'i'later marry other full -time Scientologists, generally end up

'divorcing them, There is a consistent pattern of such actiVity,

»’_~within the ‘ranks of Scientology staff members. But the perverse‘

'~nature of inciting divorce for purposes of securing money is

'repugnant to both the mores of our society as well as to funda-'f'

d‘;imental human values.

Most societies assign a definite vital public interest
_in refernce to the marriage relation. The institution of .
matrimeny and family integrity is generally considered to ve

the foundation of our socliety, and public laws are generally




vpvpronoted to maintain its integrity.‘ Pubiic policy of fostering
‘.and protect;ng marriage and the family is universally recog-
nized and numerous laws involvrng probate, domestic controver-
sxes, confiden.xal marital communicatxons, contractual re-

' strarnts,tortrous conduct for loss of consortium, interspousal
»;xmmunxty, and spetial property r*ghts such as tenancy by the
fﬁentirety, are designed to protect marital integr;ty. Scientol- :

doy use of the Disconnect doct ine is .undamentally opposed to '

’1fkvthis basio value permeatlng our soc;ety.

‘ ',; d. The "Blown Student" doctrine

’1£ a staft memberidefects or escapes from Scientoloqy,
the Organizetion traditionally resorts‘to its "Blown Student"
4dootrine. VI;I'Q' This doctrine states that a staf member who
~has defeoted ymay. bg physically kidnapped and brought back to _
FScxentology. There are many instances‘where‘thxs doctrinerhas‘f

!;been applied., In one cese) a girl in her early twenties after

‘"};being subjected to numerous securlty checks in the ”Rehabili-

’n_tation Project Force" (RPF - the Scientology concentration camp)

elf{reached the point where her "brain wasn t just falling apert.

d;but it started to get fried"., She left the Fort Harrison by

i rgozng out of the gerage, Jumping over a wall and walking "like
‘a zomb;e" for approximatelytfzfteen minutes. She then describes

the following sequence: |

"I'm not sure where I was, somewhere on Fort Harrison
Avenue, I think. I sat down on a stairway to figure out
what to do. Then I remembered I had made the phone call
to get my friend's number so I walked to a 7-11 and called
her. I received directions to her house. It was approxi=-
mately Sour to five miles. I walked it, and when I got
there, there were four to five guys waiting for me. I'm
not sure if my friend called them or if someone heard me

-~ asking for my friend's phone number. I completely broke

- down when I saw them, crying and carrying on. I told them .

I wanted to talk to my friend alone..I kept talking about
how I could't handle the R.P.F anymore...meanwhile, my
friend was convincing me to return to the R.P.F. She




said I would be a fool not to go back because I had

. -such a "Freeloader Bill" that I would never pay it back.
She told me of a friend of ours, who had left Scientology,
and then was killed in a motorcycle accident....:

" ..."S0 I was "escorted" back by the guys, and put under
immediate guard." 1y -l

Another former defector describes the following sequence:

"Finally, in November 1977, I decided I had to escape.

At approximately 4:30 a.m. I stole the keys fxom a

guard who was sleeping at the door to the storage area,
(in the Fort Harrison) where we slept, I crawled through
an air duct on my stomach, where I observed the telephone
in the lobby. I saw none, ran tc the telephone, and
‘called my father and told him of the situation. He told
~me he would send my uncle to come and get me and take me
‘to Fort Lauderdale...finally, with my uncle's assistance
1 escaped and flew back to Las Vegas." '

. ."Approximately two weeks after I had returned tio Las
. ‘Vegas, two of Hubbard's agents came to my house, and told

" .me that Hubbard wanted to see me. I told them I would
never return. They then asked if I would go for a cup of
coffee with them. After a short while, I agreed to have
coffee. I got in the car, in the front seat, and sat
between the two agents. After driving a few minutes, I
noticed we were Adriving to the highway, and I asked them
where we were going. They told me I was being takent to
Los Angeles to see Hubbard." o

"In Los Angeles, I was locked in a room and forced to
‘undergo a "“security check" on the E-meter." IX-2

e. "Attack the Attacker"

| When and if the foregoing policies have failed in regard
wL  'to kéepingkalqisaffected st@ff‘nmmber in»line,'or if non-Sci-
Flentoleists ;eek to ekercisé their First Amendment rights of |
'ffee:speech.'gnd write articles critical of Scientology, the

Organization responds with HCO policy letter dated December 25,

VIIiIi-$

1946, That policy sets forth the "Attack the Attacker”

doctrine, which states as follows:
“This is the correct procedure:

(1) Spot who is attacking us. ,

(2) Start investigating them promptly for felonies or
worse, using our own professionals not outside
agencies. ‘

(3) Double curve our reply by saying we welcome an inves-
tigation of them.

(4) Start feeding lurid, blood, sex, crime, actual evi-
dence on the attackers to the press.




Don't ever tamely submit to an investigation of us.
Make‘ig rough, rough on attackers all the way." '

" The policy goes on to state that "Churches aréjldckad upon as .

reform groups, Therefore we must act like a reform gr6up."

'This éolicy has been widely used against government'agenci§s?

- private individuals, former members, and private agencies -
Aseeking to expoée Scientology wrongs. The authors of this

- Report have uncovered hundreds of instances where thié doctrine

has been employed, and is aware that it is currently being em=- ﬂ

' plpyedim the Clearwater areaagainst the authors of thislﬁe-f

i

port.

£. The "Fair Game" doctrine

The "Fair Game" doctrine states as follouws:

"ENEMY - SP Order. Fair game. May be deprived of pro-
perty or injured by any means by any Scientologist without
any discipline of the Scientologist. May be. tricked,

sued or lied to or destroyed." VIII-6 o .

. This doctrine has been vigorously enforced by,Sciento;oQY~

‘f,:,ih’thcuSAnds of cases covering a wide spectrum of operatipns;‘

| fScientélon has sought to "destroy" many individuals in govern-

"[' pghts gnd private agencies through harassive, expensive;‘laﬁ

' ;§uitl; attempts to frame individuals for crimes, disseminéiicn
5  of,ﬁuéi:ing infb:mation to the media;’friends and reiétiveb; ot
'#nd'a general p&ttgrn of q:iminallaciivity, inélﬁding bur§laty,n»ﬁ)‘
.flgrceny, ébltruction of.justice, extortion, racketéering, per=-
jury, all d&signed to attack and destroy a so-called enemy. |

AMuch of the maﬁerial set forth in Section (D) of this subsectioh 

’Af_rglating to Scientology operations in Clearwater are examplesiﬂ‘

"_ cf application of the "Fair Game" doctrine.

g. "R2-45"

Despite the general exposure of‘many Scientology practi;eé,
 policies and attacks in the media over the past several years,
‘resulting primarily from the F.B.I.'s seizure of documents from

Scientology headquarters, there exists in Hubbard's twisted




Jmind and writinge a little known policy called ”R2 45" “U:'7]h ﬁwk

“”book, "The Creation of Human Ability = A Handbook of Scien-}:
'Z'tologv" written by Hubbard and distributed by the Church of
: Scientology of California, the follow;ng quote appears.
"R2=45 = an enormously effective process for exteriori-;f;a“
zation, but its use is frowned upon by this society at
this time." ;

- "Exteriorization". in Scxentology oolicy is death. Tne
policy refers to shooting a person in the heed In a short11 L
iinternel Scientology memorandum cel ad "Racket Exposed" _

‘» _Hubberd attacks a number o: individuals, subjecte them to the
:”f‘_ "Fair Game" doctrine, and stetes as follows.

', ”Any Sea Organization member contacting any of them B
is to use auditing procees R2=45",

It is unknown to the authora of this Report whether the procese';

’was ‘used. on thoee individuals. o

During a meeting of Scientologists in Phoenix, Arizona,
_in 1954, Hubberd demonstrated the R2-45 auditing procese by ;
!iring a shot into the floor during tne middle of the meeting. ‘.» {: -
iThere is some evidence to suggest tnat between 1975 and 1977,4€:
”vduring the F.B.I. inveetigation of Scientology, meetings of
"~ffScientology executives were held in which there were . discuesions;d.
5relative to auditing high level F. B I members with euditing R

'process R2~45,

The death of at leastkone,Scientologistiby’meens of a
pistol shot in the'brain'has,been‘documented. ‘The death of
' Susan Meister, who was found dead from a gunshot wound in her
forghead at approximately 7:35 p. m. on Friday, June 25, 1971 '

was allegedly a suicide. The death of Susan cook place on the




Apolio while it was docked‘ih Tangiers;VMQroccé{ Suéan's
parents~traveled>to Morocco seeking to obtain déﬁéils of
:her.deqth, and attempﬁed to meet Hubbard to tind‘out what Eole.
f‘hé‘and Scientology‘had played in her death. Susan.wathwehEy
‘,:th?ee years §1& at the time and had been proselytized on Ehe
 ;:sttteets of 3an FranCiSco'in the fall of 1570; vDuring the
" course of her involvemenﬁ, her letters toiheryphrents gradually

_became more bizarre, until her death was reported to them.

When Susan's parents first learned of he death, they in-
i ie:viewed Arthur Maren, one of Scientology'sAbfh;‘pegple, ahd
A’*éﬁbStioned him whether 6r not it could be’a.mistake,}aﬁd i
Whether}it_might be someone else. Maren'slfeply was, "Sugan
is dead allright, there is no mistake". ﬂé:er, her‘parénﬁé |
:ecéiﬁedbn letter f:bm‘Scientology,which Staﬁed,in‘part asu;
follows: j | | B

"I am sure you understand that the ship's company, o
an independent Panamanian agency, is under no obligation
~to the Church of Scientology of California, to provide
- information that it deems might go beyond the scope of a
~~ reasonable inquiry by bereaved parents. In addition to
-~ the details Rev. Maren has already communicated to you, .
(& precis of which is attached), further details of Church
- activity and doctrine can be found in the literature and
- book ‘of ceremonies enclosed. As to shipment of remains,
the s.iips captain has indicated that should you wish local -
- Christianburial with monument, such will be arranged in
. & Christian cemetery in Morocco, at company expense.
- remains are to be shipped to the United States, vhich I
,‘}unde:stand,isvyour,desire,fthe,company'is regrettably not -
. in a position to bear the considerable costs involved." IX-3

- It is interesting to note that the internal Revenus audit
~cdncérning the Church'of Scientology of California; and the
Panamanian corporation referred to in the above letter were found
to bé'totally controlled and operated by L. Roanubbqrd. In
fact, as set forth elsewhere in this Report, millions of dollars

were illegally funneled from California into the Panamanian

corporation. Thus,,Scientology}s across-the-board deception of -




Susan Meister, from the time she was proselyti"ed into joxning
the Organization to the time she died as e result of so joining,

- wes extended to her "bereaved parents .

,4; Commeroial. orofit oriented gurnoses and aotivities‘;j‘}i
of Scientology ' '

vvn'The purpoee of Scientology ie primarily?to makefmoney.>
tiand secure power. This is Hubbazrd's unremitting goal. Hub=- U
,.bard‘s "govern:ng policy" copyright 1972, is to. "meke money,‘
'meko more money, make other people produce so as to make
money".“Thie'“governing policy" peryades the entirevOrgani-
’?'zation, whicheis structured to bring in‘ae great>amounts of

~1money‘£rom as many people as poesible.,Ix

:_‘ Scientology ] financial success may be attributed to ,;-
;;ltﬂ organizetional efficiency, tax exempt status, payment of
'“irlittle or no wages to employees, charging exorbitant rates

’~d;;£or its services, clever and deceptive merketing schemee,v»

S and its procels .or collecting debts.

l Orqenieetioneliy} Scientoiogy maintaine'aubeoertment ,
oof Treasury in eech of its lOﬂel orgs. monitored by the Guar-
'5~dian's Office, enswering to the Treasury Department located
“iin Los Angeles, California. Hubbard's governing policy to
‘Ameke money is- found in a three hundred and seventy page vol-.ei
;'une entitled "The Treasury Division", one of approximately
';eight volumes entitled, "The Organization Executive Course".
“ﬂeThe aforementioned Hubbard policy letter of March 9, 1972 con-
wfcernincnwkingnwney and making more money best exembliiieo the

Organization's primary purpose in dealing with the public. The




Treasury Divzsion volume contains a 1ong series of marketing,
financial and accounting policies._ Theee policies end instrur-

tione include. How to do a Pavroll ~ Pricing Formulas, Income

7¥f,;Reports, Currency Regulations, Finance Policies, Org Assets,

“Rebetes, Selling Intensivas, Tape Prices and Discounts, Pur-vxb
chasing Oroerr, Mninteining Gross Income, Accounting Policies,
Treeaury Financial Reports, Finance StatiStiCSIBills andﬁOrg
'Reserve Accounte, Money Manegemtnt, InVOioing, Promo, Credit

Collections, Account Inspection, Profeesional Cherges, Fran-

t~,i chiles, Handling of Monies, Invoicing and Collection of Money,

;etc.‘

SAtisfaction of Pubbard's governing policy to make money,

requires an elaborate marketing program. The Hubbard Bulletin

X of June 22, 1959, entitled, "How to Sell Scientology", starts

| a long series of bulletine and policy letters concerning
: marketing tools and techniques. One of the first stepe in

Hubberd's marketing plan, is running "Populetion Surveys”

;The Hubbard policy letter of January 25, 1972, entitled npub_ (fe~- .

lio Reletions Seriel #15 Populetion Surveye", starts.

f ”Divieion VI rpecielizes in human emotion and reeotion-

-handling it, capturing and controlling it. They get
the raw public flooding into the org for service...
The survey reveals what the public WANTS. You match

‘up the service to that WANT and promote and sell and
deliver it. 1In other words, survey shows want FOO-FOOS.
You match up the service that will give FOO-FOOS, tell
the public we do FOO-FOOS, and sell and deliver POO-POOS.

=Once the surveys are completed and tabulated, Scientolo-
gists establish a marketing plan geograohically When tbe
area has been defined and the "buttons" or weakness of the
publio,investigated, "body routers" are sent out onto the
i:etreet to solicit persons into Scientology. The most widely
| used marketing tool of the Sclentologists to achieve this is

the "pirsonality tast",




‘Upon convinclng the publicﬂto take the "oersonality :

| test", the person is led back to the Scientology org" for
o "reciStrstion". According to the Hubbdrd pol;cy letter of
May'3,,1964,‘entitled "Registration", it of vital importance ‘;fff‘\

,»?~thet the[Scientologist,

"always be interested in the other person's tale of
woe, no matter what, that's why they've come to us for’
~ help; even if they are totally screwed up on help thems

selves. But know when to stop them in their tracks
and take over. Be willing at all times to contr¢l the
new body that comes into the shop”.

‘In the Hubbard bulletin of March 17, 1958 entltled "Body
Rcutlnq and Central Organization", Hubbard instructs:

"Reception must regard everyone 'who walks in, trades- o
people and business callers excepted, as a potential
“P.C. ‘or a student... the registrar or deputy in the .
org or A.S.S.N., or S.E.C. or D.I.R. of T.I.R. or P.R.
signs this person up for something - a book, a member-
 ship, a one-week intensive or a’'course. A person must

- be s0ld something, large or small...Neat, fast, no wait,
-~ efficient reception followed by confident regzstrering
-~ can quintuple any org S income"

Besides selling books and courses to the newcomer, the

registrar classities the name and address. and files them B
[\

Lo with r@gard to the newcomer s desires to purchsse Scientology s

} ‘ccurses.s In the Hubbard policy letter of May 17, 1969, en-

titled "Maillng List, Central :iles". Hubbard created the

”i Bot Prospect File". ”Hot” flles are those that have recently
& expressed a wish to be trained or processed. Nothing may
“'be leed-in a HOT PROSPECT File that has not already‘been '

kansﬁeredfby‘a letter regiStrar'(P/L:S April, 1965) .

H.0.T. Prospects are created by mailing to the entire

. org list magazines, hare sell promotion such as brochures and

questionnaires.




The cost for the§e sérvides for thé,new-"HOT PROSPECf“, :

are cérefully controiled and-mohitored in Hubbard's policies

| and'bulietins.~ Hubbard's péiicy ieﬁter éf Sepﬁember 23,
‘ 1964, entitied "Auditing andfrraininé’Policies: Cost of L

“Service", Hubbard writes:

"Cheap service costs the org money. You have to hire a-

staff just to adminster it...You don't turn such traffic

cff because it doesn't buy. You form a place for it to

come to like a public lounge. You give it tape plays.

You whip it up to a roar...For instance, you never give

away any academy course. You always charge heavily for

it...ALL PERSONNEL SERVICES RENDERED T¢ THE INDIVIDUAL
'RESULTING IN A GOOD PROCESS, RESULTS, Ok WORTHWHILE , ST
- CERTIFICATE MUST BE CHARGED FOR HEAVILY...have~more“cou:§es L

of shorter duration with less in them", ' , o :

The cost for this new "HOT PROSPECT" to reach the moderate
levels of Scientology runs into tens of thousands of dollars.
The price schedule for Scientology courses in Clearwatar in-

cludes a long list of courses, some of which cost in excess

9% $40,000 for one type‘qf course. SCientdlogy in Cléarwatervv

accepts Master Charge or VISA. It is a "high crime" or "treason"

L ,‘ihfSciéntblogy to give anythiig away for free.

Ancgh,; mgﬁhod }Hubbard employs to make,money for his; ;: ":' 
’ 7fiio£g§nizations>éntaiis a network of Scientology agents who ,
1%5 9P§ratei°3 the incentive of a cdmmission'if a successtul :
" sale is made for the Church. :i‘heﬁ“‘bbard policy letter of
November 10, 1966 entitled "Field Staff Member”, reads:

"The commission paid to field staff member will be
‘paid on all services consecutively bought on one ap-
- pearance at the ory. This means that after reporting
. into an org and signing up for and paying for one ser- ,
‘vice or more, if the selectee upon completion of that
~ service buys another service, the F.S.M. commission
 will be paid on the second service, and so on."

~In the Hubbard policy letter of June 5, 1968, entitled, "F.S.M. .
Commissions", it is revealad what those commissions will be.

"F.8.M. percentages are corrective and established as follows:




flS%-Will be oa‘d‘for any‘selectee routed on for-auditor‘ .
’training. 10% will be paid for any selectee routed on -

‘;‘the solo liner

'The distribution of all'monies collected by the Church

"?}iﬁof Scientology is, acccrding to Hubbard's Finance Se-ies,

d"sent to Hubbard through his H.C.0. Division + F.8.M. Commis-
sion, Clearwater, Florida, the Guardian's Office "Worldwide",
Jand Guardian s Office Reserve Account" What remains of the
'orgs income is used for the operating expenses. promotion,

"org reserves, and salaries.

~An audit conducted by the Internal Revenue SerVice of

"the United States, of the Church of Scientology of California

}“‘H;in 1975»reveals the £inalydestination for a lot of Church of

'illScientology funds. The following are excerpts from that

:7;audit report.

‘ "During our examination. we learned that a large portion
- of the "United States Churches Scientology Trust" ‘unds
“were emptied out of a Swiss bank account and held on
;s7§ash aboard the Apollo from mid 1972 until October 13,
9 " ,

}"The examination disclosed that the Church of Scientology S
- of California made substantial payments to an organiza-

.. tion called "Operation and Transport Services, LTD"
(0TS/0TC) hereinafter referred to as 0.T7.C....The first
.meeting of incorporaters and subscribers of Operation
- Transport Corporation Limited, was held on January 17,
~ 1968. The incorporators were: L. Ron Hubbard, Mary

- Sue Hubbard, and Leon Stienberg."

'—"It appears that (Church of Scientology of...) California s
£unds are comingled with 0.7.C.'s.

To 'sum up the California - 0.T.C. relationships during
~the four years. California transferred ($8,243,222.49)
. of its funds to O.T.C. during the period. In addition,
~ 0.T7.C.had possessicn of $1,493,897,.17 of California
~ funds prior to the transfer. The statements also show
that 0.7.C. received other Church income of $747,853.19
"~ over the four year period. 0.T.C. had possession and
- control of $10,482,072.85 over the four year period.




Inte:na; Revenue Servxce audlts frequently revxewpd the
";Unzted States Guradman s Offzce finanC\aJ activities in‘1974.«'
‘; According to Guardian's Of&zce recelpts in 1974, $649,459.00 |
Afwas expended At this time the Guardian's Office was anolved
in a scheme of svstemat;c bu*glarv, 1arcenv, kldnapp;ng, ex-i
;tc:tion, w;retapp;ng and false imprisonment natxonw;de as |
he:exnafter set_fo;th in Subsection D.

The audit conducted by the. Internal Revenue Service re-'
‘“’sulted in the den;al of tax-exempt status for the Church of

IScieutology of Ca;;fornze for the years of 1970 through

1974, The i,RQSjarrivec 2% this conclusion based on the

<';fihdihg‘that during those years, Scientology car*ied on

"comme:cial act;vitzes of such magnitude, and for such proflt

‘“making purposes, and of such non-tax exempt cha:acter, that
the Corpc:atzcn was not operated exclusively for rel;g;ous

or other tax exempt purposes. The,I.R.s. also concluded
’:lthat a la:ge part of the earnings of the Church of ScLentology

inured- to the benef;t of Hubbard as a przvate ;ndividual wh;ch

udf'violated the Internal Revenue Law. The money and money s

e}worth of benefzts traceable to. the Hubbards during this peri 3
ﬂgof time anluded a) salar;es, b) royalt;es, c) large sums of
,ﬁcash, d)eunrestrlcted control (amounting to ownership),
}over~iarge emounts of funds in a corporate bank account,
! “Seuings chd Ttust accounts, e) free room and board at the
;fcorpotation's expense, and unlimited access to, and userof~’
costles, mansions, vilias, seogoing vessles, automobiles,
: motdrxcycles, and oﬁher facilfcies owned or supported’by Sci-
e}entology throughout the world, f) a large éetinue of servants,
valets, messengers, secretaries; couriers, cooks and other

perSonal attendants, furnished and compensated by Scientology,




g)- ﬁhe‘:ecaipt}‘generally in disguised form, of a substantial
.epercentage'ofysoientologv's earnindé}:and'h)k the“diuersion
. of large sums from Scxentology to dubbard ut;lizzng sham -

entit1es such as 0.T7.C., and 0, T.-., which were completelj

,'controlled and domxnated b} Hubbard

The I.R.S. also concluded that the polzczes and activ;-
ties of Sczentology, some of whlch have been prev;ously dzs- ,.fk
b cussed in this Report, and some of which are discussed infra;

vitiated Scientology's entltlement to exemptxon, ‘because the .

dt: policies amounted to substantial recurrzng viclations of
-clearly defined public policy including:

a)‘ COnspiracy o impede and obstruct the I.R.S.

©b) Wrongful and malicious divulgence of personal and“
intimate information confided to Scientology.by
-nits members during auditing sessions, in~reliance'd
L upon Scientology s deliberately false representa-
Jﬁ~etion that such information would be str icly conf;-'
 dential. | |
*Pe:va:;ve violat;ons of the individual rights of
'ﬂ human d;gnxty,by subjecting,members to "amend pro-
v"jecte”; and "R.P.F.", wh;ch enforced per‘o*mance~k
1io£ hunzlitatlng and dcgrad.ng acts.
‘e‘?he’infliction of ‘serious, deletrious, mental and
psychic‘damagesvthau are a direot result of Scien-
dtology‘s dangerous brainwashing techniques. |
bevpriving individuals of their own self-determinism
and aiblity to perforn their own moral judgements
through the use of brainwashing techniques.
RemOVal of large amounts {over 55,600) of currency

or its equivalants f:om'the4United‘$tates without

’




diseldsﬁfe in'violetion of federal law.

Recurrenc and pervasive use of blackmaml, intimi-
‘dat;on, and other- egregiously antx-soc;al acts |
eby wav of zmolementxng 8c1entology' "Faxr Game"

polzcy.

'Scientology's;“Disconnect" policy, resulting in
enforced dissolution of marrzages and other close
famxly relat;onshlps.

Insistence upon and,usebofxnon-veluntxry lie Qde-
‘7tector (the E-meter) and security checks as a:con-
?ditzon of employment in direct violation of state

'laws.

Involuntary detention (equivalent to false imprison-

ment) . |

,'Drast;c punlshment of membexs and employees.

v Vzolatlons of federal law by 'egzsteﬂlng of Sc;entol-.
ogy s fleet of shlps as private yachts used for |
pleasure, whereas in fact they were used for para-,
milztary tra;ning and ocmmercial activities. ;
Beqniring members to violate federal law by falseiy

- stating to the United States Imngratzon authorztzes
that they were travellng abrecad as tourists and
vacatzoners;when in fact they were either on covert
'misslons or carrying undisclosed .currency in viola-
tion of the law, or were traveling in the scope of‘

-ﬁheir employ@eet for Scientology in order to perfozm
duties as such.

The use of telex devices for the burpose of carrying
on illegal covert activities in violation of the
Federal Communications Act, together with a conspir-

acy to further such purpose.




The I.R.S. tooh the pOSLthn that all of the “P’ﬂgOLHQ
commercial actLVLties and. Violatione of public policy negated
'SCientology s claim of tax exempt status in conducting its
B aftairs as a religion. Although the I.R.S. conceded that
the actual organirational requirements of Scientology had
':lbeen met as far as filling out the forms needed for tax
'aexempt status, the actual operational oolicies of the organi-“

zf zation were such that 2 real religious purpose did not exist.

The I R.S. and SCientology are in the middle of conclu~

;i,ff‘ding a three month trial relative to the tax exempt status

'\of~the Organization. The overwhelming weight of the evidence

('v-vintroduced at the trial would appear to support the position

e of the I.R.S. and would tend to support a £inding that 8oi~

'Qventology has not operated as a religion, but rather as a

commercial, profit-orientated organization

The commercial activities of Scientology permeate its .

,entire operation. They include such things as extensive

~7fd:edvertising and solicitation of business; the payment of

commissions to persons who can produce customers, the grenting:'

wfof discounts, -an ever increaSLng accumuletion of earnings;

\granting first priority to customers who make

Vz”f:the largest advance cash payment, rather than the one who is

© is greatest need of Scientology services; the use of drastic,

t armébending and emotionally crippling procedures for the col-
lection of delinquent accounts; and finally the use of en-

forcement policies which are designed to extort from a cus-

‘“/ef tomer his avenues of legal redress by threats of disclosure

'of~confidentiel auditing information.




| Addxtionally,,an ‘anlysis. of Scientology s costs Iof e
jprlntzng its publlcatxons, and offering lts servlcee),

wnen welghed against the prlce charged to 1nnocent victims who
are deceptively enticed to purchase these items, is indicatzve

‘ of a profit-motivated commerrzallsm. For example the I.R,S.

\ 'laudit found that the sale of five thousand sets of "O.E.C."

volumes, (a rambling collectzon of short policy letters
| written over the years by Hubbard), costScxentology aporoxi-
u“mately $l90 000 to print, but were marketed at the sales

. price of approximately $1,500,000, a_markup factor of 789%.

‘Scientology greed and commercialism are graphically
revealed in many individual cases where people have been de-"'

‘:frauded of large sums of money. In one ;nstance, an elderly

V:ﬁ‘woman whose husband Lad recently died, was deceived into Scx-

"entology "processing In a span of approximately two weeks,
the woman paxd Scientology approximately $35, 000 for so-called
auditing. most of which she did not even receive. When

members of the family learned that the woman was paying large o

: f'sums out of her checking ac*ount to Scientology, they.went to

,tho place where she was kept, and took her home. Between

the timethat the Scientclogists ]earned that the .amilv‘membersnafl’ih

i, ‘were com:.ng (wh:.ch they leamed during audltlng) , and the t‘me
‘tthat she actually left,whlch was a span of about five daxs,
-the_Organization pilfered approximately $12,000 from her.

There are‘meny instances of such fraud, too numerous to re-

cquntjxxthis'aeoort. Suffice it to say that virtually everj

person who is enticed into Gcientology is viewed solely as a

source of money or work.




C. SCIENTOLOGY AND THE COURTS

Beginning in the late 1960 Ly Scientology became heavxly

vfﬁ 1nvolved in litigation around the world and part;cularly in
d’;ithe United States. The litigation fell into three general .
li:jcategories l) . lawsuits brought by the Scientologists against;’
‘:yilprivate citizens who criticized them; 2) lawsuits brought by

77pr;vate cxtl’ens agalnst the Scientologists seekzng damages

for tortious and criminal activity, and 3) litigation between
‘ithe Scientologists and var;ous government agencies involving
\; the enforcement of criminal and tax laws. 1In all three cate-
'qories, all around the world, the Scientologists have lost
3vixtually.every case. There is a growing body of written
Sudicial opinion which castigates the Scientologists'in
blisterlng language for their obstructive and unconscionable
courtroom tactics, which include the ra;sing of frivolous
. detenses, var;ous means of obstruction of justlce, and general

,‘abuse of the judicial orocess. See.Appendix VII and X.

 The following'is a more detailed discussion of .he three
cat@gorzes cf lztigatlon whlch the °c1entologists have been

znvolved in.

L. 'Lawsuits by the Sciantologists against private citizens

In the early 1960's Scientology became the subject of
public discussion and criticism. Hubbard and his henchmen
realized that they would not be able te continue to attract
-vxct;mo if it became known on a widespread basis how |

Scientology treats its "members", and what the content of
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Hubbard's teachings actually was. Acéoraingiy, they conceived
. avplan to silence public discussion of sCiéntoloqy and to force
",defectors into remaining silent about their ewperiences. This
7 Dlan included aggressive c*iminal action, including e%tortion
'through use of conﬁidential Yuditing information".which is des-
nfc:ibed elsewhere in this Report. The plan also involved resort
td:the cbhrts. ”Bubbard.realized that many people cannot afford-‘
’the financial‘burden of defending themselyes in litigaﬁionu
As his own financiai’resources grew, he was able to afford
‘lawyens in cities ali'over Ehe world to do his bidding. He
‘;launcned a campaign of legal terrorism against all who d.red
to say anything about Scientology. His own writings set forth

,this‘policy very clearly: At one point he wrote:

(4 -~ "The purpose of a lawsuit is to harass and discourage
~ rather than to win." '

'f'Atianpthe: point Hubbard wrote:

"Don't ever defend. Always attack. Find or
manufacture enough threat against them to cause them
to sue for peace. Originate a black PR campaign to
destroy the person's repute and to discrndit them so
thoroughly they will be ostracized. Be alert to sue
for slander at the slightest chance so as to discourage
the public presses from mentioning Sczentoiigy."

© . In onéipf his books, Hubbard gives even more explisit instructions

kbnbbut‘how lawsuits should be filed against people even against the

advice of counsel, He wrote:

"The law can be used very easily to harass, and

enough harassment on somebody who is s-mply on the

thin edge anyway, well knowing that he is not
authorized, will generally be sufficient to cause
hisprofessional decease. If possible, of course, ruin
him utterly....."




- "Should you éyer be arrested for practising
- Scientology, treating people, make very sure,
long before the time comes, that you have never
-used drugs or surgery, and that you have never.
prescribed a diet, or vitamins, and when that
time might come, make very sure that you immedia-
tely and instantly; within two or three hours
after your receipt’'of the warrant, have signed upon °
.- the server of that warrant, a personal civil suit
~for $100,000.00 damages for having caused the
arrest of a Man of God going about his business in
his proper profession, and for having brought
about embarrassing publicity and molestation...."

"And if you are fcoolish enough to have an attorney
who tells vou not to sue, immediately QisSmMiss him
and get an attorney who will sue. Or, if no attorney
will sue, simply have an BASI suit form filled out
and present yourself to the court clerk in the ‘

court of the area in which your case has come up..."
(Emphasis supplied). -

Pursuant to these policies, which are carried out by

‘yGuardians' Office "Legal Officers", at each local org,

';.Sqientology organizations have, over the years, filed,hundreds
.df lawsuits against private'Citizens a@d organizations. Most
‘of them are absurdiy frivolous. Most have been dismissed.
“Generally, the Scientologists hkve won cases only where they
have so exhaustad their victims' resources that the victims.

_‘wé;g unabléH;QTdefend themse1ves. Ror'example; in many
kﬂinsgahcgs the s:ientoloqists have sued the same person cr
pdblisher simultaneously in many iifferent(staﬁes and countriesf'

- makiﬁg it'imﬁossible for the person to defend himself.>‘0ne
 of their‘faQorite tactics is to sue a person in a far away
pléce, iQ'hopes that he will not go to the trouble to defend
himself‘ - For example, they sued the Reader's Digest in
§er£h, Australia. They sued Paulette Cooper, a resident of
New York, in many parts of Canada. They sued Michael J. Flynn,
a resident of Boston, in Nevada and California, as well as in
Boston itself. They sued the St. Louis Post Dispatch in

california, Fortunately, the courts have become more and




more awa*e of these terxorist actics.‘ See Founding ”hurch

of Sczentologv v, Verlag 536 F 24. 429 (19/6)

_ The ‘ollowinq are illustrative examples of lawsuits by A
'i;_the Scientologistw against private citizens. They are given
: *by illustration only. The total number of cases is too lengthy

]*to be included in this report.'

: R

T4 ‘Hubbard V.. Vosgcr (1972) l All Eng. Rep.‘ ,
RIS (dectded by the highest Judicial court in England)

L. Ron Hubbard sued Vosper, attempting to
enjoin him from: revealing the contents of
certain Scientology writings which he had taken
~'with him when he left Scientology. The Court
held that Hubbard was not entitled to relief
becausc
1) the courses of the Chureh of Scientology
contained such dangerous material that
it was in the public interest that it
- should be made known, and
2) Hubbard had protected his secrets by
such deplorable means that he came into
court with "unclean hands" and therefore
could not ‘seek equitable relief, :

i) church of Scientology v. Kaufmank(l973)

R.P.C. 627, A lower court decision involvzng a ‘
similar effort by the Scientologists to enjoin
publication of certain of its writings. The
court followed the Hubbard v. Vosper opinion,
after clocely examining Scientology practises,
‘ancluding its habit of viciously attacking its
!critics.

Church of Scientology v. Department of Health
andggocial Security (1979) 3 ALl Eng. Rep. 97.

Tn this case the Sc;entologists tried to get the
names of people who had written to the Department
with complaints against Scientology. The
Court severely restricted their access to the
names, after finding that there was a "real
risk" that the documents requested would be
used for "threats and blackmail”. The Court

- referred to "the strong arm of Mr., Hubbard"
which could harass and 1ntimidate oeople in -
distant lands .




(1v) Church of Scientolo v oV, cazaxes -
L 355 Pid 1272 (1981) ‘ B

The Scientologlsts sued former Mayor of Clearwater

- for defamation and civil rights violations. The

- Federal District Court dimissed all the counts,
and held further that the suit was so frivolous

. that Cazares was entitlad teo be paid $38,000

- for the amount he had expended to defend himself.
This very extraordinary award was upheld by the
Fifth Cchuit Court of Appeals.

Church of Scientology of Caiifornia et al v.
James Siegelman et al :
475 F. Supp. 950 (1979)

Churcii filed suit for defanation against ,
publisher and authors. The District Court judge
ruled that various statements of several of the
defendants would not sustain a cause of action

for defamation and the case was properly dis-
missed. The Court left standing a cause of
~action against one defendant.

Foundin Church of SCLentology, Etc. V..
VerIag. 536 F.2d 429 (1976) o

A German magazine article described the terrori-
zation of two women by West German Scientologists
© and noted an investigation into the activities
~ of Scientologists by the West German Federal
Criminal Affairs Bureau. The Sczentologlsts
sued for libel. .The Court noted that this . ..
- was one of many lawsuifs which the Sc;entologzsts SN
~ had filed against the same publisher. v L

Church of Scientology of California v. James
584 F.2d 893 (1978)

The Scientology organization sued a Missouri
newspaper publisher for libel in California.

- The Court of Appeals upheld the District
Court's dismisenl of suit based upon lack of
personal jurisdiction.

Founding Church of Scientology of Washington
v. American Medical Assoc., .

The American Medical Association's monthly
magazine, Todays Health, contained an article,
"Scientology =~ Menace to Mental Health." The




yﬁfff (vii)*

jr'aciehﬁéloglsts sued for libel ana’defamation.

The trial judge dismissed the complaint with
prejudice. The Court of Appeals affirmed the
dismissal and ruled that third count, inter=-
ference with contractual relations failed to
state a cause of act;on., :

LawsuitS'ggainst Michael J.AFlynn and Associétesv o

,'Beginnzng in early 1980, the Scientologists have
'continually attempted to disrupt Michael J.

Flynn's law practice by filing frivolous lawsuits

B . against him and his associates. They began by

£iling a lawsuit in Federal Court in Las Vegas,
Nevada, against Kevin Flynn and Attorney ‘*hcmas
Hoffman alleging civil vights wviolations. The
suit was dismissed within three months. They
then filed a nearly identical lawsuit against
Kevin'Flynn‘in State Court in Las Vegas., That -
suit was dismissed earlier this year. They also

. filed a nearly identical suit against Michael

J. Flynn in January of this year. It is expected
that the suit will be dismissed@ shortly. They
sued Michael J. Flynn in Massachusetts Superior
Court in early 1980, alleging that he was a

‘bailee of certain documents. Recently,

after learning that Michael J. Flynn had been
retained by the City of Clearwater, they filed
a new suit agaiast him in Federal Court in Los
Angeles, and Cumplalints against him in

Washington. They have also filed four bar

- Complaints against Michael J. Flynn, and one
. against Attorneys Thomas Greene and Thomas
e Hoffman, all of which have been dismissed.

Lfter learning of the Clearwater sztuatxon,

they filed another bar Complaint against
Mr. Flynn. All of these suits and complalnte o
are entirely frivolous. S

Canadian Litigaéion;'

The 5cientolcglsts sued Lorna Levett and severdl

‘other people in Canada for libel. After the

case had gone on for some time, the judge ordered‘
the Sczentologzsts to post bond for defendant's

~attorney's fees in the amount of $60,000, after

concluding that the action was probablj frivo-
lous. They also sued Levett and others in
California, where they could not afford to

- defend themzelves.
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‘thest'aﬁd Adelle-Hartwéll":it

iy

" These two people are outspoken critics of
Scientology in. Las Vegas, Nevada., After co
the Hartwells contacted Michael J. Flynn, the
Scientologists sued them for alleged civil.

- rights violations. The Hartwells counter sued.

- The court denied the Sclentolog:.ste Motion to
eDismlss. ‘ .

" Paule-te Cocper

_vThc Scientoloqzsts, over the years, have filed S
- nearly twenty lawsuits against Ms, Cooper, includ-

~ " ing three in the last few weeks prior to the
ﬂ,presentation of this report. :

- Boston Litigation

After learning that four defecting members had
- contacted Michael~J.-rlynn, the Scientologists
'attempted to get criminal complaints against
them in the Boston Mun;cipal Court. Failing
in thil, they sued them in Superior Court.

U fReaders Digest

‘The Scientologists sued the Readers Digest in

connection with an article 18 months ago and

in connection with the article in the present
- issue. The first suit was brought in Perth,
"Australia, for the sum of §$15,000, apparently
~ in hopes that it would be 1gnored or settled.
" The suit has not been successful.

_vx”jﬂ_st.SLouistPost

The Scientologists sued the St. Louis Post in
‘several places in connection with a series it
did on Scientoiogy. The suits were not success-
ful. I _ '

Divorce Actions.

The Scientologists have often financed or pro-
vided legal counsel for members seeking divorces
or awards in divorce actions, consistent with

- the policy of "disconnect" which encourages

~ ~divorce.




277 Lawsuits bv private citizens against
“the Scientologists

' i“”0vef'the yeras the Scientologists have regularly engaged

in tortious and criminal acts against members, former members,

. and critics who have never been members. Many of these

”plaintiffs have been horribly damaged and are seeking large

.7 compensation.

(4.

The following is an illustrative list:

Allard v. Church of Scientology of California,
et al. '
120 Ccal. Rptr 797 (1976)

The plaintiff sued for abuse of process alleging
‘that the Scientologists had maliciously caused

a criminal complaint to be issued against him.

- The criminal complaint was filed pursuant to

the' "Fair Game" doctrine but lacked any basis
in fact. The jury awarded damages against
Scientology in the amount of $300,000 for
abuse of process.

Chiistofferson v. Church of Scientology
Civil Action 7704-05-184, Portland, Oregon

vJury awarded apprcximately 2 million dollars to

former member who had only been in the oragniza-

‘tion for 7 months aand only expended $3,000.

Jury awarded punitive damages for fraud, viola-
tion of the Oregon Deceptive Trade Practices
Act, and outrageous conduct. Case is now on
appeal.

McLean v. Church of Scientologv
Tampa Federal District Court

Former member suing for fraud, intentional

infliction of emotional distress and other
damages. ‘

Florida Physician

In Iate 1980, a Florida phvsician received a
$165,000 punitive damage award against the
Church of Scientclogy in a libel case.

La Venda Van Schaick v. Church of Scientology

of California, Church of Scientology Of Wew

York, Church of Scientology. of rlorida, L. Ron.




Hubbard, Mary Sue Hubkard, o
United States District Court, Boston
Civil Action No. 792491-5%

Plaintiff is a named part in a $200,000,000
class action filed on behal® of thousands of
class members nationwide who have been victimized
by a pattern of racketeering activities per=~
petrated by the corporate defendants., Plaintiff
alleges various individual causes of action, to
wit: fraud, intentional infliction of emotional
distress, breach of contract, violations of
Fair Labor Standards Act. She was kidnapped and
imprisoned for a period of time. She was forced
‘to divorce her husband. After she left
Scientology, she was pursued and harassed, and
her confidential auditing information was dis-
- closed to the newspapers,

~Tonja Burden v. Church of Scientology of

California, et al, '

Civil Action No. 80-501 T-K.

United States District Court, Tampa
4

Plaintiff relied on various representations per-
taining to the philosophy and nature of the
Scientology organization. Defendants promised
plaintiff an education, a salaried position,
comfortable living quarters, and that auditing
benefits were scientifically guaranteed. :
Plaintiff alleges damages for breach of contract,
fraud, emctional distress, conversion, false
imprisonment, violations of Fair Labor Standards
Act and Racketeer Influenced Corrupt Organizations

~ Act. Tonja was subjected to the "R.P.F.", a

humiliating and degrading prison type environ-
ment at the Fort Harrison where she saw one
person "chained up", and others in various
stages of mental and emotional deterioration.
Tonja, from the age of 13 to 17, served as
Hubbard's personal slave, decoding telexes for
criminal operations, received no education, worked
80 hour weeks without pay, escaped, was kid-
- napped, given a $50,000 "Freeloaders' Debt",
subjected to "Fair Game", and has had confi~-
dential information disclosed to the media,

Paulette Coover v. Church of Scientoloav of
Boston, et al »

Civil Action No. 81-681-MC

United Stutes District Court, Boston

Plaintiff's suit alleges damages for intentiqnal
infliction of emotional distress and for inva— 
sion of privacy. Defendants engaged in a




nationwide conspiracy to attack, defame and
destroy the plaintiff. This conspiracy in-
cluded burglarizing the office of the Boston
“Globe; planting covert agents in the Attorney
General's QOffice and in the Better Business
Bureau, and buralarizing her psychiatrist's
office. "

The plaintiff's motion for substituted

service upon L. Ron Hubbard was allowed by

the court. This was the first court order
allowing service upon Hubbard. The court
allowed plaintiff's motion for a real estate
attachment in the amount of $300,000. The
court ordered all discovery to be completed

by December 31, 1981.

Paulette Cooper is also suing the Church of
Scientology in California and New York. These
actions relate to a frame-up on federal charges
which the Scientologists carried out against
Ms. Cooper after she wrote a book critical

of Scientolegy. Thev subjected Ms. Cooper to
years of burglary, harassment, anonymous smear
campaigns, and other vicious tactics specifically
designed tc drive her insane, and at one point
succeeded in having federal indictments brought
against her, which were subseguently dismissed.

Dr. Lawrence Stifler v. Church of Scientology
of Boston et al,

Civil Action No. 44706

Suffolk Superior Court

Plaintiff, a 40 year old psychologist, specia-
lizes in physical exercise as a therapy for
emotional problems. As he returned from work
one evening, he was battered by an employee of
the Church who had been frustrated in his
attempt to induce th plaintiff to return for

a "free personality test". Defendant jumped
upon plaintiff's back and began choking him.
Plaintiff, a marathon runner, fell to the
ground and tore the medial meniscus in his knee.
Plaintiff faces a prognosis of knee surgery,
ané@ has been unable to engage in his regular
‘activities. The defendant's motion to dismiss
~ was denied. The court allowed plaintiff's
motions Zor real estate attachments totalling
$60,0000. On request of the Plaintiff, the
court set an early trial date for December,
1981




'Ernest and Adelle Hartwell v, Church of
Sclentology of Lievada
Nevada District Court No. Al96800

The Hartwells counterclaimed dgainst the
Scientologists, who originally sued them for
civil rights violations. The Scientologists'
motion to dismiss was denied by the court,
The Hartwells were induced by false promises
to leave gainful employment in Las Vegas,
sell their belongings, and go to work for
Scientology. They were promised salaried
positions with luxurious accomodations in
Clearwater at the Fort Harrison. They were
sent, instead, to a secret desert location
and given a vermin infested shack to live in.
Hubbard was present at the desert ranch,
attempting to make films. After the Hartwells
left they were viciously attacked in an
attempt to keep them quiet about Hubbargd.

The Scientologists attempted to break up
their marriage, threatened to accuse them of
crimes, libeied and slandered them in the
public media, and threatened them with death.
Ernest Hartwell was called a murderer and an
extortionist.

James Gervais v. Church of Scientology of
Boston, et al ’ o
Civil Action No. 40906,

Suffolk Superior Court

Plaintiff counterclaimed against the Church
“for fraud, breach of contract, emotional
distress, invasion of privacy, and other ,
. causes of action. Plaintiff purchased 512,000

~ of auditing and was promised that auditing
. was scientifically guaranteed to confer mira-

culous benefits. Plaintiff was recruited by
the Guardians' Office to engdage in covert
activities in Bnston, to wit: investigation
and intelligence gathering on Mayor Revia
White, Senator Joseph Timilty and other
individuals. Plaintiff seeks damages for
breach of contract, invasion of privacy, breach
of fiduciary duty, unfair and deceptive trade
practices, fraud, intentional infliction of ,
emotional distress. The defendant's motion to
dismiss was denied by the court and the
suit is proceeding through the discovery
stage. ' -




Stephen Garritano v. Church of Scientology
‘of Boston, et al :
Civil Action MNo. 40906
Suffolk Superior Court

Plaintiff countexrclaimed against the Church for
fraud, emotional distress, breach of contract,
violations of Fair Labor Standards Act, and
other causes of cation. Plaintiff worked

seven days each week for approximately two:
‘Years., Plaintiff became gravely ill when he
was instructed to cure his illress through
auditing. Plaintiff contracted hepatitis at
the Fort Harrison which required hospitalization
and a protracted period of convalescence, and
was not allowed to see a doctor while ' he was
there. During his time in -Scientology he was.
subjected to intensive brainwashing routines.

Peter Graves v. Church of Scientology of
Boston, et al,

CiviI Action No. 40906

Suffolk Superior Court

Plaintiff counterclaimed against the Church for .
fraud, emotional distress, violations of Fair

~ Labor Standards Act, breach of contract and
other causes of action. Plaintiff rendered
‘services for approximately 4 1/2 yeras as a -
staff member. Plaintiff was subjected to the
"Disconnect" and "Fair Game" policies. The
defendants' motion to dismiss ‘was denied.

~Marjorie Hansen v. Church of Scientologx, ’
Inc., Church of Scientology of California, Inc.
Civil Action No. 41074 .

Suffolk Superior Court

~Plaintiff is a twenty-one year old woman who fell
prey to a typical "bait and switch" scheme on the
street. Defendants fraudulently represented the
nature of various Scientology courses; made
fraudulent statements to the plaintiff's mother;
subjected the plaintiff to the "Fajir Game" and
"Disconnect" policies. Plaintiff invested ‘
$3,000 in Scientology processing and para-
phernalia and provided services per contract
agreement for five weeks working sixty hours

per week. . Defendants disclosed plaintiff's
auditing materials and forced her to engage

in sexual activities with her auditor. The
defendants' motion to dismiss was denied by

the court. The defendants refused to produce
requested documents asserting the First
Amendment right. The Supreme Judicial Court




» ‘\(XJ.V)

found no privilege and the defendants werév~,
defaulted for failing to produce the documents.

~ Subsequently, the plaintiff stipulated for a

removal of default.

Lucy Garritano v. Church of Scientology of
Boston, et al. '

Civil Action No. 40906.

Suffolk Superior Court

Plaintiff counterclaimed against the Church for
fraud, emotional distress, violations of the Fair
Labor Standards Act, breach of contract, and

other causes of action. Plaintiff rendered
services for approximately seven years. Plaintiff
was subjected to Disconnect policy and Fair

Game doctrine. The defendants' motion to

dismiss was denied by the court, and the suit

is proceeding through discovery.

Janet Troy v. Church of Scientologv of Boston,
et al

Civil Action No. 41073

Suffolk Superior Court

- Plaintiff, a professional woman, was induced to

join Scientology at a time when she was emotio-
nally troubled. Defendant subjected the plaintiff
to Disconnect policy, and insisted she disconnect
from her therapist and family. Defendants told
plaintiff that auditing would cure her emotional
problems. Defendants conspired to defraud
plaintiff's father. Defendants forced plaintiff
to guit her job and work on the Church staff.
Plaintiff purchased auditing for $4,100.

Plaintiff sues for breach of contract, invasion
of privacy, violations of Fair Labor Standards
Act, intentional infliction of emotional distress,
unfair and deceptive trade practices, deceit,
breach of fiduciary duty.

The defendants' motion to dismiss was denied
by the court and the case is proceeding through
discovery. ‘

Jane Lee Peterson v. Church of Scientology of
California, et al,

Civil Action No. CV-81-3259 (CBM) (KX)

United States District Court, Central District
of California ‘

Plaintiff was induced to join the Scientology
organization in reliance upon numerous
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misrepresentatlons concerning the organiza-
tion and the benefits of auditing. . The
‘plaintiff has alleged numerous tortious counts
for which she has suffered severe emotional and
psychological distress.,

- The case was recently filed and the cour:t has not
acted on the defendants' motion to dismiss.

Carol A. Garrity v. Church of Sc1enuology of
California, et al

Ctvil Action No. CV-81-3260 (WMB) (MX)

- United States District Court

Central District of California

The plaintiff was defrauded of her time and money
after relying on numerous misrepresentations con-~
cerning the Scientology organization and the
benefits derived from the auditing process.

Richard J. Peteirson v. Church of Scientology
of California, et al,

Civil Action No. CV=-8103251 (CBM) (XX)
United States District Court

Central District of California

The plaintiff sued for intentional infliction of
emotional distress, fraud, violation of Fair
Labor Standards Act and numerous other acticnable
wrong *. The case was recently flled and discovery

'1rhds just been _nltlated

Paul Garrity v. Church of Scientology of
California, et al,

Civil Action No. CV=-81-3260 (WMB) (MX)
United States District Court

Central District Court of California

The plaintiff sued for damages after suffering
severe emotional and psycholoygical distress.
The plaintiff relied upon numerous false
representations concerning the nature of
Scientolegy and the benefits of auditing. The
case was recently filed and the court has not
ruled on the defendants' motion to dismiss.

Thomas Jefferson v. Church of Scientologv of
California, et al

Civil Actlion No. CV-81-3261 (RMT) (JRX) ..
United States District Court ’
Central District of California




The plaintiff suved for breach of contract, fraud,
~intenticnal infliction of emotional distress,
invasion of privacy, breach of fiduciary duty
and additional actionable torts. The plaintiff
was defrauded in excess of $60,000. The case
was recently filed. The plaintiff was a pro-
fessional golfer, P.G.A. member, and a family
man prior to entering Scientology. As a result
of his involvemen:t in Scientology, he lost his
P.G.A. standing and his marriage was intentionally
destroyed. He was declared "Fair Game" .

(xxi) Smith V. Zhurch of Scientologv of California et al
: Suffolk Superior Court |

Plaintiff sued for breach of contract, fraud,
intentional infliction of emotional distress,
invasion of privacy, breach of fiduciary duty,
and deprivation of civil rights. The defendants
motion to dismiss has been denied by the court, -

Kim Varchal v. Church of Scientologyv of
California et al

Civil No.

Suffolk Superior Court

Plaintiff sued for breach of contract, fraud,
intentional infliction of emotional distress,
invasion of privacy, breach of fiduciary duty,
and deprivation of civil rights. The
defendants' motion to dismiss has been denied
by the court,

S————

’ gxxiii) Peggy Bear v. Church of Scientology of New York}

et al, :
New York Federal District Court

Mrs. Bear was £fleeced of $35,000 in less than
two weeks. She is suing for return of her money,

- and for damages for fraud, infliction of emo-
‘tional distress, etc. The Scientologists in-
tentionally solicited her during a period of
bereavement.

Dana Lockwood v. Church of Scientology of
California, et al

Civil Action No. 81-4109-KN (JRX)

United States District Court

Central District of California

‘The plaintiff filed suit alleging breach of
contract, fraud, unfair and deceptive trade




practices, invasion of privacy,: breach of
fiduciary duty, intentional infliction of
emotional distress, violations of Fair Labor
Standards Act and violations of 'the Racketeer
Influenced Corrupt Organizations Act (for
extortion and mail fraud). fThe plaintiff
suffered severe emotional distress. The court
has not acted on the defendants' motion to -
dismiss.

Jose Baptista v. Church of Scientology Mission
In Cambridge : 0
Civil Action Mo.

Middlesex Superior Court

1

The plaintiff sued for fraud, intentional in-
fliction of emotional distress, unlicensed
practice of medicine, invasion of privacy and
other actionable wrongs. The court allowed
the defendants' motion to dismiss five of
‘the six counts but failed to write an opinion
supporting its decision, which conflicts with
written opinions of four Massachusetts Superior
Court judges in eight other cases. The decision
will be appealec. Lo

Litigation between the Sciantologists and

Government agenciles.

(a) Tax Litigation History of Scientology

. The Chq;ch of Scientnlogy iéino strangerito‘sﬁaéé‘
‘and fgdefal taxing authorities. 1In fact, the'Chhrch of | s
Scientology's tax staﬁus has been challénged in more courts
‘;;han any other cult of similar vintage. Scientology haé‘lost

“every challenge.

In 1969, the Church of Scientology of California
became the "mother church" o Scientology and'has continued to
hold said position. Prior t» the California corporation's
ascendancy, the Founding Church of Washington, D.C. held the

titular position. 1In 1961, the Founding Church filed suit




.¥;n the United States Court of Ciaims, seeking a refund.‘vThe
Apximary issue raised was the tax exempt_stétus under section .
>501(c)(3) of the Internal Revenue Code for the vears 1956,

1959 and’1959 On July 16, 1969 the Court of Claims rendered
&an oplnlon rlndlng that the Scientology Church did not cuallfy 
for the exempt status Zor the three years in question because,
"nothing wé have found in the record dispels the substadtial
@doubts the Court entertains concerning the receipt (lnurement)

; of benefit by the (L.?on) Hubbards from plaintiff's (the

Founding Church‘s) net earnings." Foundlng Church of .

Scientology v. Unxted States, 412 F.2d 1197,. 1202, Cert.

 denied, 397 U. 5. 1009 (1969) .

During July of 1967, while the Founding Church case was
being litigated, the I.R.S. notified the Churoh~of soientoiogy

- of Claifornia that it was no longer recognized as-aﬁﬁexempt,

o ,religioué organization., The California Scientology corporatioh

ﬂfazled to heed the I,R.S. notice, and did not file corporate

»'iincome tax returns. The I.R.S. attempted to audit the

i ‘California Church for tax liablllty for 1968 and 1969 but the:”'

Church resisted clalmlng bad faith and harassment The
 Sc1entolog1sts filed motlons for production of I.R.S files
pettainihg to the Church and attempted to notice depositions.
The I.R. S moved to quash dlscove*y ané the Court of Appeals
ordered’ "a limited evidentiary hearlng to inquire into the

Service': s purpose (i,e. harassment, Vel. none). United States

and Cuberton v. Church of Scientology of California, 520 F.28

818, 825 (9th Cir. 1375).




The partzes confer*ed 1n Washlngton and the I.R.S
conducted a tax examination of the California Church for the
years 1971 through 1974. The Service prepared a 131 page report
and eight volumes of exhibits. The contested issues are»briefiy
sunnarized below: 7 |
1) The accumulation of progressively increasing}and 1
substantial amounts of income ($3,367,873.91, by
v December 31, 1974), not expended for religious or

other tax exempt purposes.

Inurement to a prlvately owned Panamanlan corporatlcn,; T?e

OTC, Vza currency exchange gains amountlng to

$879,615.63 for the years 1971-1974. This appearea

to represent incomevto ﬁhe California Chnrch bot was;a

not accounted for in the Church's income tax forns.‘\

Approximately $470,000 paid by the UnitedVKingdom

‘and Danish Scientology Churches‘directly to OTC during

the years 1971-1974. This appeared to represent
vincome to the California Church but was not accounted

for in the Church's income tax forms. |

The Calzfornia Church's fallure to treat as lncome;ﬁ,~w
h the advanced payments of the following amounts » X

w971 s 788,704.96

1972 . sl 1,198,763.86

- 1973 LR 1,635,786.00

1974 . 2,194,588.00
Inurement to L. Ron Hubbard and family, royalties,
and salaries, in violation of regulations of I.R.S.

" The- Callfornla Church engaged in substantlal comme-

ercial actlvitj withln the meanlng of Better Busmness




Bureau v. United States, 326 U.S. 279 (1945) and

Scriptnfes Presleoundation v. United-étates . 285
 F.2d 800 (Ct. cl. 1961). |
lThe California Church dedooted payments to the Central
- Defense and Dissemination Fund (U.S. Church of

Scientology Trust).

The Internal Revenue's Audit ra;sed additional questlons e
perrainxng to the followxng areas: U
'.a) The use by the United States Churches of Scientology
Trust of Swiss»and Luxembourg bank aocountS»as the
depositories Tfor millions of dollars of trust funds;
The apélidafionfand control of the Trust's>funds;
The'maintenance of large amounts of currency
belonging to sClentologyaboard the ship Apo;lo for an
ewtended perlod of time; ;
'jvThe degree of control still effectively exercised by B
“1L; Ron Hubbard ‘over the Callfornza Church's af‘alrs
'Vand policies. }

The National Office of the Internal Revenue prepared a Technlcal

Advice Mumorandum that concluded the Callzornla Church had

failed to establlsh either:

'"a)' The non- existence of a substantlal conmerc;al
purpose, or :

- b). The non-existenue of inurement to prlvate
persons or organizations".

 6n‘February 14, 1977 statutory notice of deficiency for the
Yeafs 1976-1974, inclnsive; were preoared. The deficiency

notice was issued on December. ’8 1977 Recently, the I.R.S

'ccmpleted approximately three months of testlmony which over-

whelmlngly demonstrated the followlng.




( ‘_’The'éelifornialChurch operetes for a substantial
non-etempt purpose; i e. the commercial profit-making
activities, R |
The California Church operates for,e eecond, subs-

_ tantial, non-exempt purpose; i.e., the commission of
acts’ and attempts to commit acts which are Violative
of public policy.

The California Church committed acts so repugnant’toig
public policy that any rax‘exempt‘status would be

 vitiated. ‘ o

(4)' The California church allowed its net earnings to

kinure to the benefit of a private corporation, OTC.

*ij“The californla Fhurch is scheduled to present a rebuttal during

" the Fall of 1981 in Washington, D.C.

Meanwhile, in Missouri, a similar scenario developed

fiThe Mission Church of Scientologx resisted a ruling of ‘the

Mfstate tax ccmmission which denied the "Church” tax exemption.:

‘wIn Missouri Church of Scientolggx v. State Tax Commission, et o
~al, 560 s. w.f2d837 (1978) the Church sought judicial review

 ‘,‘fof the tax commission determination

~ "The personal property of the appellant (Church) has
"not, therefore been shown to be used exclusively for
" religious or charitable purposes and therefore '
cannot be exempted from ad Valorem taxation." '

"efupon review, the Supreme Court of Missouri affirmed the Lower

vLACourt s decision, that Scientology did not qualify as a reli-

fj'ngion for purposes of tax exemption. The Court subscribed to

a stricr definition of religion, belief in a Supreme'Being. The




“\ &ourt‘ddopﬁed the Commission's finding:

"We find the testimony of the Reverend M. Rock
(Scientology witness) generally not to be credible
and worhty of belief in particular in respect to
his description and categorization of the activi-
ties of the Organization, its alleged religious
services, its financial structure and the nature

" of the so-called donations which are made to the

~organizacion.,” 560 SW2d at 843.

“.;.appeliant (Scientélog& Church) has some of the ‘
trappings and accoutrements of an organized religion,
it appears to be more an applied philosophy which
has certain religious connotation, but which falls
short of being devoted tothe worship of a Supreme
Being. 560 S.W. 2d at 843."
i~]‘vThe Missouri‘Supreme Court found that Sciéntology failed to
,-qualify for exemption as its property was not used exclusively :

f i,ifo?}reliqious worship.

~ Likewise, tﬁe Elorid# Cou:ts“denied the Church of
‘wi,,scientology’of Califérnia tax exempt status for the year 1976.
;fv_;n‘Chufch-bf2Sciéntologx 6f;Califorﬁia v. Schultz Fla. App., 2
"*}gﬁfl So;26502 (1979);jthei?ine11as‘County Propeéty'Appraisér'sf,ﬂfff “ ‘
‘i aétermination that the Sdieﬁtology organization failed to | |
éﬁalify for tax exempt status was ﬁpheld byithe District  “

*wcourt of Appeal of Florida for the Second District.

S B In R.w Regigtrar General (Lord Denning MR) 3 All ER'Séé
‘]   (;976), the Reglstrgr Generai,deﬁermined that the Chaéel at
 §cien£o1ogy's English”location,-séint Hill Manor, in East
:-Grinstead, Sussex, England failed to qualify as "a'élace of
ﬁegﬁinq fdr'religious worship". Cdnsequently,'the Scientolo-

- gists were denied certain privileges and were subjected to




| 'thé,levying of rates (Taxes). on appeal, Lord Denning of
\}ﬁn”the Court of Appeal studied the creed df the Chur§h>of

«~;§qientoiogy and opined:

"I must say that it seems to me to be more a
philosophy of the existence of man or of life -
.rather than a religion,"

g  Lord Denning relied upon Scientology doctrine which stated:

Y

"In a Scientology Church Service we do not use
prayers, attitudes of piety, or threats of damna-
tion. We use the facts, the truths, the under-
standings that have been discovered in the science
of Scientology.” o o

"jThe Scientologists' appeal was dismissed and leave tovéppeai

QtO“the Housé of Lords was refused.

" The Scientology‘organization'é criminal, tortious and

J”?,fcommercial activities will,precipitate‘furthér government31 

1sq§ntiny‘which will result in"additionél ¢hallenges;to(claims

bf reiigiops exemption.

(b)  Enforcement of Criminal and Regulatory Laws

Sciehtology has been involved in'm;ny criminal cases and quési—v
‘;;criminal cases both in the U.s. and in fofeign.Cduntxies involv-,
’Ciing violations of criminal law and other regulatory laws. Somé»of

" the case areas are as follows:

1) United States v. Mary Sue Hubbard
' U.S. District Court for the District of
‘Columiba, Cr. No. 78-401.

The defendant, Mary Sue Hubbard (Ron Hubbard's
wife) and 10 defendants, all of whom were
top officials of the Church of Scientology,
were indicted for conspiracy and criminal acts.
All the defendants were convicted and sentenced
to jail terms, The indictments were based on a
massive campaign of criminal activity to infil-
trate and burglarize government agencies and

" obstruct criminal investigations.

it
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French convictions.

‘ Hﬁbbard was convicted in absentia and sentenced
to a jail term in France for criminal activities
by his employees there.A

United States v. Article or Device, 333 FP. Supp.
357 (1971) AR « ‘

Action was filed by the government seeking con-
demnation of the E-meter and writings for mis-
branding in violation of the Federal Food, Drug
and Cosmetic Act. The Court held that the
literature of the church contained false, un-
qualified scientific claims without any religious
~ content. The E-meter was misbranded as a result
of the misrepresentation, in failing to label with
adequate directions for use. B

~ The Court ordered that the E-meter could be used
only in a religious setting and only if explicit
warning disclaimers were affixed thereto. ,
"Scientology has never complied with this order.

“In the opinion, Judge Gesell made the following‘
‘pertinent findings: »

- "All of this was false - in short, a fraud.
" - Contrary to representations made, there is

- absolutely no scientific or medical basis

~in fact for the claimed cures attributed:
to E-meter auditing."

- "The bulk of the material is replete with
false medical and scientific claims devoid-
of any religious overlay or reference."

"viewed as a whole the ‘threat of the writings
is secular, not religicus," | ,

Church of Scientology of California v. Elliot
‘Richardson, 437 F.2d 14
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Scientologists filed suit alleging deprivation of
constitutional rights. The government had seized
various E-meters and sought to return them to the
United Kingdom. The government alleged that the
E-meters were misbranded as they failed to display
adequate instructions concerning their use. The
Scientologists argued that the government's action
- constituted an infringment of the Church's First
Amendment rights. The court held that the
government's seizure was proper and reasoned the
right to religious freedom did not include the
right to violate the Federal Food, Drug and
Cosmetic Act. o

Church of Scientolo of Minnesota v. Department of o
Health, Education and Welfare, s e
; F. Supp. 563

Scientologists' motion to dismiss a case brought by
the government was properly denied. The government
alleged tnat the Scientologists misbranded E-meters
by failing to supply adequate instructions concern-
ing their use. :

In Re Possible "iolation of 18 USC 371, 641, 1503

- Appeal of Arthur Maren
o IEE U.S. App. D.C. 82 (1977)

‘A Scientologist minister, Arthur Maren, asserted a
- First Amendment privilege and refused to answer -
questions before the grand jury. Maren was found

-~ to be in contempt and sentenced. Maren appealed

"fand the Court of Appeals affirmed the lower court's

e ~ ruling which .formed no valid privilege.




D. Scientology Overations in Clearwater

1. General description

Clear@ater, Florida, and Los Anqeles,California, rep-:
resent the twd iatgest Scientology headquarters in the world,
i'Séiéntologists‘refer to their Clearwater operation as "FLAG".
'it is generally considered to be the home of the "Sea Org",
which is supposedly Hubbard's elite corps of Scientologists
complete with uniforms and paramilitary type training; The
foregoing discussions about Scientology sales, practices, off
ganizational strﬁcture, Guardian's Office activities, and
enforcement policies, uniformly apply to Scientology activities
»lin Clearwater. In fact, Clearwater and Los Angelés are the ﬁwo
central communications links for all Scientology activities,
-whether legal, illegal, fraudulent or criminal. The subtle

brainwashing’techniques of Scientology heretofore discussed

, which are set forth at length in the Australian and the Eng- B .'”’ 

‘Alish inquiries, are practiced daily in Clearwater. The de-
gceptiVevand fraudulent sales practices including the breach
.'df con£identiéiity of auditing information, and the "bait and’
' switch" scheme which is a fundamental part of Scientology opd‘
 1e£ations, are all practiced daily in Clearwater., The enfﬂrce-
"}ment policies, including "Fair Game", "Attack the Attackef",
v"Disconnect", "Freeloaders' Debt", and "Security Checks"”, are
practiced daily at the Clearwater facilities, The Guardian's
Office activities which have been well publicized in the Clear-
’ water media, including the incredible pattern of criminal burg-
 1aries, larcenies, infiltrations, harassment, and frame ups
were all either formulated or implemented within the City of
Clearwater, or Clearwater always remained the central commun-

- XII
ications link for all such criminal activity,
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2. Scientoloyy Origins in Clearwater

JIntrusidn into Florida occuread at Daytona Beach during

" October of 1975, Approximately 500 persons from Hubbard's
ptimary ship, the Appollo,moved there and rented several
hotels. A covert search was conducted in Florida at this
time by the Guardian's Office to loéate-suitable headquarters
for Hubbard and Scientology. This operation was called
"Operation Goldmine". The controversial nature.of the
organization, and worldwide investigations by various nations

required Hubbard to locate a quiet, non-controversial 1ocation.XIIA

‘Under the guise of "United Churches of Florida", Hubbard
:began purchasing buildings in Clearwater, Florida, through
the Southern Land Development Corporation , a Scientology
"st:aw" corporation.‘ The purchase of these buildings i
Clearwater was discussed in a letter dated November 25, 1975;
~to L. Ron Hubbard, by Henning Heldt, u.s. Guardian's Officé~
“chief, In that letter, Heldt writes: |

"Available funds: I do not have all

of the C of S of C (Church of Scientology
of California) figures up to date here, S
but will shortly. Preliminarily, I x
have excellent news on covering the -
indebtedness. PER lola » Cof S of C

Lux Account balance is; $7,100,000.00
approximately. Defense Funds for C of S

of C total $2,535,563.33 as of 30

September, 75. Subtracting $3,100,000.00

for Fort Harrison, Bank Building, cars

~and various costs, the remainder is in

excess of $6,500,000. This leaves funds

for puyrchase of Building  #3 and the

covering of Marty's 14 November fiqure,

+ +evv.8ince U.C.F. (United Churches of
Florida) is a subsidiary of C of 5 of
C, it can be funded by C. of 5. of C.
as to its P.R, activities, and since its
a part of C, 8, of C., it may lease,
rent, and use C., of 5. of C. space for
its religious purposes. Also personnel
may transfer freely back and forth, a
factor which can prevent logistic
difficulties,

Came




. Yet, to the outside world and
Clearwater, U,C.F. may represent itself
as the user of Harrison and even that

C. of S. of C. is a member. It can keep
doing what it's doing, which is from all
reports quite successful. From the
outside, the whole operation can be

made to appear to be U.C.F., and ics
members. Yet corporate distinctions that
could make these appearances difficult

to maintain, (personnel, income), can be:
very loose.

U.C.F. can phase out, or not, when C
of S. of C. is ready to surface....."

Once the pu;chase of the first buildings in Clearwater,v
U?idridé} was accomplished, Hubbard moved his base of oéeraf
' §ions'to that area. This occurred in November and December
géf'1975' Although the Scientolégists moved into the Fort
Harrisonrauilding, Hubbar& established a secret headquarters
for himself in Dunedin. To prevent persons from finding

Hubbard, and his secret base at Dunedin, the SCLentologxst

Guardian s Offxce maxntained tight security at Hubbard s base. |

Gua:dian Program Order $156, (G.P.g.m.O., 156), entitled,

P;G;M. LR.H. Security: Code Name Power, explains how this

‘1‘process was to take olace, and what persons were responsible

u§at the "FLAG" base in Clearwater. Some of the following are
uersons reviewed in that report:

Milt Wolf, Laura WOl‘- "FLAG personnel
with experience on PR lines. Laura,
former legal research U.S. Short mini-
hatting - internship, Dick Jones at Ww
for training for over a vear, not A/G PR
calibre, per wWw."

B-1: "Randy Winmond and S.C. Covert
Mission in CW (Clearwater). §.C. to be
replaced by Cindy, Randy's wife. Both
are very experienced in covert collection
and ops. On Garrison M.0.S."

»The,SciéntblogiSts' clandestine presence in Clearwater, was
,shbrtlived since reporter Betty Orsini ol the St. Petersburg

Times initiated an investigation of United Churches of




- Florida, and/or Southern,Land'Devélopment and Leaéing,Compady

~ onor about November 24, 1975, Later, in a letter dated
.March 8, 1976, the Guardian's Office penetrated theVSt.
Petersburg Times and stole numerous notes and‘memoranda of
herkinvestigation dated between November 24, 1975 and
January 30, 1976. After the Scientologist's presence in
Clearwater had been discovered, Hubbard fled Dunedin. The
local4media,requnded at the time with an investigation into
Scientology which prompted the Guardian's Office to locate,'
all;persons both public and private "attacking" the orga-
nization.. In a Guardian's Office letter dated March 12,
1976,keatitled "Prediction in C.W." (Dick Weigand) wrote:
| “Dear Duke (Snider), you asked for a
chart of enemy lines used up to this
point for C.W. (Clearwater) attack
after research of the files was done.
Attached is this chart. It looks
- complete to me. From this I see the
areas of priority to infiltrate are:
1) S.P.T. 2) Mayor 3) Channel 13 T.V. :
4) Snider 5) Florida Attorney General .
6) Florida State Attorney (Russell) .
As things have been Quitg hectic with
me the last two days, I wanted to send
~ this to you to go over. Any changes

- or additions you want to make would be
fine", ‘ ‘

‘The operaﬁiohs against the Ma?or in the preceding,paxa;
| graph were caréfﬁily orchestratéd by the Scientology |
l¢uardian's Office over a period of time. During this )
period, the Man:, Gabriel Cazares, had publiclyyfequndéQ' o
’.to,Scientologiéts' presence in Clearwater. As a reSuiE,
the Churcﬁ of Scientology's Guardian's foiée ran a covert

campaién to "ruin Mayor Gabriel Cazares' political career

i




'aby spreading a scandal about his sex 1life broadlyﬂ' To -
achieve this, the Scientologists Guardian's Office wrote.
“"Get the C.W. Democratic Political Machinery, the local
press, and some of the local Cazare supporters and Scn,
dzsszdents to turn against Cazares as a political candidate"
'The actual operatlons against Cazares are found at the end

- of this report in Appendix XII. |

The Church of Sclentclogy s Guardian's Office in
,Clearwater went to great lengths to prevent Mayor Cazares
from "attacking the church" -Secret Guerdian operation

"Keeler" set in motion a mailing to responsible public

persons in Clearwater by forging Washington Post news art lcles.;t‘

The ‘program called for Scxentologlsts to purchase a faunt,

(a typeset like the,Weshinqton Post), and produce arforged
Washington‘Post newspaper article, Additlonally, the
Guardian's Offzce prepared an operation to send false and
‘unsigned letters, false information using threats, to the

" Clearwater C;ty Commission regarding Cazares. The letters

. to be sent to the attention of Karlene Deblaker. Apoarently”;
Ms. Deblaker was chosen by the Guardlan s Office since "an

unsigned letter is to go to the City Commission. Pick one

- person who would show it to the Mayor. A femalethmmissioner”;j

 Protection against'"attacks" from the Florida Attorney
nGeneral and the :lorlda State Attorney (Russell), mentloned
lln the above letter was accomplished by placzng Scientology
FSMs (Scientology covert agents) in the Sstate Attorney s

‘ office and in the local District Attorney's‘foice in




Clearwater; Evidence of this inrxltration is found in
Guardian Program Order #158 dated December 5, 1975, entitled?
‘Project Early Warning System. B-l._ The purpose of the opera-

tion was to protect Hubbard., It stated

"Maintain an alertzng EARLY WARNING SYSTEM v
throughout che G.0. Network so that any situation
concerning governments or courts by reason of suits
is known in adequate time to take defensive actions
to suddenly raise the 1eve1 on LRH personal security
-very high." I

‘”fﬁyTne Guardian's Office infiltrated, with FSMs, the local U.S.

- Marshall's Office, the State Attorney General's Office, the locale-

"District Attorney s Offlce, and local I. R S. sttrmct Offzce..f

The increase in investlgatlons of Sc;entology at thxs time
.led to a massive program by the Scxentologlsts' Guardian s Office"

‘q]to silence its critics. A SC‘entology Guardians' Office document

entitled DGUS Outstanding Orders into B-l reveals a Log Entry #74\v

'%nconcerning "FSMs in the CW area. Debug the area”. Included in

%thase operations were the Clearwater Sun, the sSt. Petersburg Times,lge o

tthe Sertoma CIub the Clearwater Chamber of Commerce, the Easter
".Seals of Pinellas County, representatlve Culbreath, Dr. John Winter,
k"Steve Advokat, the: nxecutive Commi ttee of the Pinellas County
Democratic Club, St. Petersburg Junior College,»Ron Stewart,‘tne
x;Clearwater City Departments of Health Educatron, San;tation, and
the Fire Department. Scientology Logs of these operat.ons are found_;

.in Append;x XII of this Reoort.'

3. Clearwater,Communications Link for Criminal Activities

There is overwhelming ev- ence, partlcularly in the form of
Lnternal Sclentology documents, to support the conclubxon that
Clearwater is a central communications link throughout the world’

~ for the_maufcriminal,activities in which Scientology is inyolved;




_. The aforementionedﬂdocgments and others primariiy came‘
from the documents seized by the Federal Buread’of
Investigation at the Washington and Los Angeles 7

l‘Guardians' Office in 1977 There may be many thousands of
i'documents Stlll on file in Washington relating to Scxen-ology
?;operations in Clearwater which have not vet been released

v’or~procured~by the media or this firm.

The‘criminal;operations which'were_conducted in the

© United States using Clearwater as a base of operatione‘are

"babsolutely“staggering. These crimes include infiltration
‘and theft of documents from many prominent private, national,

~ and inte“national»organizations, law firms, newspapers; the

excution of smear campaigns and baseless law suits %o
~ destroy private individuals who had attempted to exercxse
their First Amendment rights to freedom of expressxon, the
Llframing of private citizens who had been critical of
tVSciontology including the forging of documents which led to
;‘;the indictment of at least one 1nnocent oerson. v1olation of |
v’the civil rights of prominent private figures and public
officials, and~.he overall criminal activzty against the
i‘lfUnited States and other nations code” named "Operation '

"‘-Snow White"

Prior to the sale of the Aoollo and Scmentologists'

purchase of buildinos in’ Clearwate Operation Snow Whlte wascon-‘”

ducted primarily between the Apollo, the Worldwide Guardians'

Offite in England, and Los Angeles. Flag headquarters was

-t




}on the. \pol o be‘ore it was lOLatﬂd in Clearwater. One forner
jdefector £from Scientolooy who worktd Fo' Hubbard for a period
of yvears, describad the actual "Snow Whlte Room”; next to:

'Hubbard s bedroom on the Apollo as being a continual source of

””;coded communications conoerning their cr minal operations

e,throughout the world Later when Scientology purchased Fort

‘ Harrison, this defector oersonally observed Hubbard control
ithe ooeration of Scientology worldwide, through the use of
‘coded messages both sent to and transmitted by him.e At this

o time Hubbard used aoorox1mately 15 codes to conceal his operani

‘tions, programs and policies. This particular defector .

““perSOnally delivered in Clearwater, coded communications

. concerning Operation Snow White, Operation Freakout, Oneration 'C

. Goldmine and other Scientology secret and illegal activities.

The doouments seized by the F B I. contain thousands of |

npapers pertaining to the aforementioned criminal activities of .

the organization, most of which were routnd through c1earwater, .

and many of which went through Mitchell Heimann whose code name

" wWas Mike Cooper, who was in charge of the Guardian's OEfice

'gor "SEVS-SEC"(Clearwater) after Hubbard left the area in yJ‘UVH"
'.wearly 1976

ﬁor example,b"Operation Freakout", dated April l, 1976,
= which was‘"To get P.C. incarcerated in a mental institution

1 or jail, or at least to hit her so hard that she drop her 3

' attacks}'was routed through Clearwater. "Pro:ect Owl”, which

iwas an operation to steal documents either by burglary or
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Qf1infiltratitn from p*ivate indiViduals in Boston, private

"ilaw ‘irms in Bcston, the Suffolk County District Attorney‘s
Tv}otfice in Boston, and the Massachusetts Attorney General'
*,ﬁenoffice oricinated in Clearwater by Mitchell Hermann Hermanxf
was one; of the ]l Scientologists who has been conVicted in.
,PC'Washington, D c. for a whole panorama of crimes inc.nding

the massive conspiracy against the United States government.

G In addition to the. larcenies and burglaries which took
‘hgolace in. Boston cited above, the Guardians' Office, using
| *i,Clearwater as a communications ‘link, implemented burglaries ‘i‘
of the American Medical Association, the American Psychiatric
Association, various psychiatrists' offices throughout the
sUnited St ates, the apartment of Paulette Cooper in New York,
a ,a law £irm in Vancouver, Canada, law firms in Washington and
’Chicago, and numerous government agencies including the I.R. S.,,
't the Justice Department the Attorney General the Food and !
:g_Drug Administration, the Coast Guard, and various newspapers
':including the Washington Dcst The Washington Informer The
fBoston Globe, st. Petersburg Times, the Clearvater Chamber of
EflCommerce, the American Telephone and Telegraph Company, the
f,,’organizatiun known as EST, and many other government agencies
tthroughout the United States. |
.;‘,U”
Since Hubbard has waintained a;small:secret base with
the use of telexes to,control'Scientology,,he‘has relieq on
Clearwater as the:central,communications link,with it. For

flexample, two individuals‘who were deceived into joining




Scientology through aknumber&ot “alse representations, were
‘told that they were going to oe involved insfilm making with
Hubbard, and that they were going to livn in Clearwater

':where the filming was taking place. All of their contacts

and routing information came through Clearwater, but they |
actually ended up being blindfolded and taken to a base in
Indic, California. At the. ‘present tine, it is ‘air .o'conclude
that most- of the Guardian s activities are cleared through the
Guardian s Office in Clearwater, before being implemented. Thrge
activities currently include operations against attorney Michael J.
Flynn, Gene Methvin of the Reader' s Digest James Calderbank
Martin: Cohen, the Internal Revenue Service, Raymond Banoun, and

many private individuals who have sought legal redress against

_Scientclogy.

; Clearwater is also a major mailing center for Flag and '\
7Scientology publications. Vircually every one of these mailings
" constitutes mail fraud because the organization has never complied

- with the decree in the case of United States v. " Article or Device,

?’,requiring the Scientologists to warn in each and every one of its

publications, that Dianetics, Auditing, and Scientology, are not
B vcapable of improving the health of anyone, Therefore, any Scientology

lacLivities in c1earwater which are designed to sell courses and :

"amaterial without complying with the decree in the Aritcle or Device

case constitute a"fraud on thepublic not only in Clearwater but

N ou those outside Clearwater who receive the materials.

;: “Clearwater RPF" - Physical and Mental Abuse ostndividuals

The history of Scientology's abuse of private ihdiViduals
in Clearwate:, primarily at the Fort Harriscn, is equally stag-
.gering. One Scientology defector who was in the "Rehabilitation
‘Project Force" ({RPF), at the Fort Harrison in 1976 and

in 1977, has described many inleLduals on the verge of




insanity, some of which were "chained to pipes in * . bdilér
room" for ldnégpériods'cf’time. This incividual, although
‘a mincr,fdid}not receive any educa£ion’while at the Fort |
“éafrison iﬁ'vidlétion of Plbrida_law, and her living coh-
;k;diti}ons were both depl’orab‘l‘e and in violation of the
vQ}fireﬁand‘healtﬁglaWS~df Florida. She slept on floors ,
“,hallways and‘storége‘areas whiqh were concealed when ﬁhé
‘A8q§entologiéts legrned,somehdw,,that officials were going

;,toinspeCt,the p:emises. ‘Ano;her‘Scientolqu defector

déécribedFthe;RPF'and;SQCuri;y checks (r/s handling) aéki;_'

~ follows:

"I must have run dozens of
these evil purposes, then we turned
to.my r/s handling. By now it's
‘somewhere around the beginning of
1978, I think. I really have very
little sense of time here-for one '
thing, one day was just like the
next. There was no variation week-
~ends were the same as weekdays, It
is' all sort of one big lump to me-
especially after I started on my
expanded dianetics and my brain
really started to come apart. I
was in sort of a cloud or daze most
of the time, that's the only way

I can degcribe it. ‘

"My r/s handling I think to the

point where my brain wasn't just fal-

ling apart, but it started to get fried.

I was running out all these evil purposes
~connected to the rs's and I started o
spouting out and running out the weird-

est things like, "to be somebody else®,

"to blow up a planet", "commit suicide",
"to never grow up", "to kill myself", _
"to destroy bodies", The list was endless.
My brain was just getting fried in all of
this. I mean I had to have been the most evil -
and crazyiest that ever existed. I don't
‘know how to describe what happend other
than my brain was frying right up. I felt
like I was in a daze half of the time." '
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This individual later escaped, was brought mack and placed under
*guard. Shm was finally released after her luggage and personal

: belonglngs were thoroughly checked and searched and she was

made to execute affidavits and documents without reading them.

Shortly after she left Fort Harrlson, Jonestwon occurred end

she states that "I realized that if at any point LRH (Hubbard)
‘had handed me a glass of poison and told me to drink ¢, I

: would have, with no questions asked, and no second thoughts.

*At that point, I think I got "shocked" out o¢ Sc;entology.?é

The authors of this Report have encountered, numerous lndlviduals
who have come back from Plearwator after receiving extended
periods of Sclentology processing in extremely cripoled states
‘emotlonally, and sometimes physically’ debilitated One |
‘former member became gravely i1l when a hepatitis epidemic
‘broke out in the childrens"area of the Fort Harrison in 1979. o

Unqualified Scientology officials distributed drugs and gave

:; shots to pereons to prevent the apidemic from qpreedino.‘ The

‘person deelgnated the "medlcal officer", who had no qualifications
as a medical doctor was placed in charge of this problem. Thi v
elindividual returned from Clearwater and underwent a complete
V,phyeical and blcod analysis. It was uiscovered that he had

”“liver damage and nvidence of. mcnonucleosis.

' Other defectors nave reported‘instancesfwhere'Sclentologyx' )
coursesein Clearuater promised”niraculous resultsifor cure;of
headacnes, anxiety attacks, cerebral palsy, heart trouble;”

‘r'and other illnesses. Shortlyiefter‘a Scientologiet oommitted
‘suicldelin'Clearwater by throwingvherael‘ into the bay, the
’*LGuardian 's Office conducted a oroqram to "gudrd“ all individuals@p

1,‘who were under psychological strain as a result of'




"Scignéology processiné. in fact, snmé individuals were
- rgmoved tof%ther states, under the cqmpﬁny of a éuard,
because of local media attentioﬁ to the suicide.
B The Fort Harrison also serves as a sanctuary for
':'Scientologists involved'in civil procedihgs. Scientdlogy
_cqpsiders Clearwater to be free of effective government
‘mdnitoiing at this time, and therefore uges it to hidg wit-
nesses who have been involved in similar criminal activity
on behalf of Sc;entology. For example iﬁ.l980, a Scientologist
from Loston attacked and assaulted a PsYchologist on the streets
of Bostqn. The3Scientol§gy agent was hidden for a period of
time and then tlan to Clearwater were he remainad for a short
period. This operation is typical of Scien:olcgy attempts

£0 conceal witnesses persuant to an operation code name

”P:bject Quaker". This policy states:

"1t may be deemed necessary for all
the DC staff who could be pulled in for
questioning to suddenly leave, US B-l
sec. is to insure that all concerned
aze ready to leave at any time and that

~all oycles-iinance, 2D, bills, are
- completely up to P.T. and there no ,
,PTPS or stops to immediate departure.”
- "US B~1 seussec (Clearwatey) is to
- immediately 3o up'a confidential s-w
for finances for this project. This
is for seven or eight people so the
amount should be about $10,000.00 for
staffers."...seusec US B-1 i3 to set
up "early warning" system., ..."

"The hbtdﬁions in the foregoning project'Seus‘sec 1s B?lv
'V:efg: to Clearwater. As previéusly stateé, there are literally
th¢¢sands of documents involving the commission of crimes

spcﬂ as the foregoing attempt to obstruct justice with the use

of Clearwater as a:éanctdary.

i




5, Comhercial Activities nf Scientology in Clearwater

The Church of Scientology in Clearwater, Flag provides
che most sxpensive Scientology processing in the world,
Prices range from hundreds of dollars for many courses, to
tens of thousands of dollars for high level proceeeing. Rooms
at the Fort Harrison cost up to $650.00 per week in 1980,
Master Charge and Visa credit cards are accepted at Flag,
Customars ere solicited throughout the world py "Missionaries",
MiSbionaries are the sales force sent to the lecal "organization® -
throughout the world to solicit customers, Scientology salng- M
persons operating at the local level in cities ﬁhroughout the
VWorld,‘aolicit persons off the street %o take Scienxology process1nq A'v
stated throughout this Report, grandiose promises are made to

cure physical or mental ailments through Scientology processing,Vl

Ohce the sale is closed, Scientologists atfthe local level
methodically review the person's fine .cial history lnforma;ion .
on wealthy customers is immediately sent up "lines“ to Scientology |
operations at Flag. If the customer has sufficient wealth, "Flegf
.epreseneatives" from Clearwater fly to the local "org" to close

B the sale, and send the person to Flag for orocessing

| The Soientology "processing" at "Flag" emphasizes the most.?
“‘expensive courses including expanded dianetics and OT III. Ex-
: panded dianetics involves "auditing" of past lives and or 111
*nvolves a description of the supposed origins of Hubbard and N
' Scientology.; For example, an individual at Flag taking orT III,
“for which he has paid thousands of dollars to reauh over a period
of time, is presented with "secret" materials which state that
he i» 2 specially chosen person with superhuman powers who

camo to earth after sarviving a galactic explosion engineerad by




Xemu, the evil ruler cf Helutrobus, 40 trillidni;eaés ago. The
price for ﬁhis nourse at Flag is $9,021.78. 'The price foﬁ seven
(7) levels of "oT" procesatng zs $26,614.32, whzch accord*ng to
- some medical doctors, cuuses the mind to undergo a processlof

"dislociation" eventually leadxng to permanent degeneratxve mental -

illness .

~ For example,‘Ene individuel undefqoing a divorce, hadrauéned
to "38&“ 'a solf -inprovement type tcchnxque) to help him through
this traumatzc period. Scientology had znfxlt:ated EST and mhis
person ended up buyzng Scientology processjng after being "guaran-
teed" a host of cures for his problemq, and having been told ex-
travagant representatzons about Hubbard's background. He expended
approx;mately $75, 000 00 in- Snientclogy processing after being
enticed by "rlag rep:" to "come to Flag" and take tne OT III
course. His mind and personality graaually bevame so "dis-
lociated" that he gave up his job as a CPA and spent three (3)
yca:l of his life taking 5cientology processing . He is now o
in tho p:ocols of init‘ating suit against Hubbard and Scientoloqy ?'

= Ahoﬁhe“.‘ndzvidual from Boston. the benficiary of an |
| 1f1 fnheritq@cg, was approached cne day by the regular street soli~-
f“, citcra';‘ the Boston'”o:g" - After numerous promises weru made
to thil purson to lure him back to the org, a complete £inancial
”rundown“ was pexformed. Aftn: d;cove:ing the peraun's tinancial

: :ta:nq. Flag rcp:elentatives flew to Boaton and extracted over

-~ $14,000.00 from him within one week, Shortly thereafter, this

person met with the authovs of this Repcrt and the monies were

eventually‘yeturned to him. |

‘} wf o ' Anothe:,victim was not as lucky.i_This petson was récently A

the beneficiar?‘of,an inheritanc~ when her husband‘died; Since

po—

~l44f




Scientologﬁ's primary marketing "targets" are the emotionally
distraught, the loss 0of her husband left this woman oerticularly
vulnerable. Flag reps from Clearwater metwith her and defr&uded"

her of 533 000.00 Ln the course of a. few weeks.
4

P
A
s

‘ﬁ Flag representa*ive salemen move as ropldly as possible
to drain ell funds from their vzctims _When all avazlable
fundl are dra;ned, some are allowed to "Join steff“ in order
.to oontinue in Sc;entology.‘ The normal period for these in-
dividualstis 12 to 18 hours per day, 7 days per week. Their
pay. if any, is generally under $15 00 per week. There are
rmany individuals working in Clearwater today in violation of the

minimum wage 1aws. : oy

ik

i

There are many instances where individualw ﬁave peid tens
':of thousands of dollars to Fleg tnder the deceprive sales

techniques engineered by Hubbdrd and his "Flag reps". Many of

%thele indivtduals sublequently realize’ they have been defrauded end1
Wl

 seek their money tack.
Ptior to the media exposure of Scienaoloqy practices, it fa: ol
. was virtually inoossible for someone to get his money back. becaule
. J ‘
;Qcientoiogy would firlt cajole, then subtiy frxghten, then overtly
;threaten the person. Since many of Scientology'’ s fraudulent

| practicel have coma to light, more and more persons are gaining

V‘ the courage to st;nd up to Scientology and demand refunds. More-~
over, in?the past, mosthiawyers were reluctanct to take on’
SCientology c}ientefbecause of First Ameodment probleﬁs, the
expectancy of harassive litigation, and lhe’knowledge that

r‘iid*50iontology might expose in the courtroom some of the hidden
details of the cx;ant's life. The cases ner@tofore set “opth . 5

. i

suggest that this'mﬁy Le changing.




Another Hubbard method of channelling funds from churches
j'throughout the world to Clearwater is through the use. of manage=..
" ment fees.j The "Flag“ representative at-each local "org" ensures nd“{@_
'that’these managements fees are allocated and sent to CIearwater..
«f;Th 28e fees range between 10 and 20% of the gross income of each
,ldcal "org". Between the "management”fees" and the courses and

4materials sold in Clearwater, one former Scientologist whc

P

worked close to Hubbard as Material Marketing Secretary, reported

"groas income from Flag to $1, 000 000 00 per week in 1979.

L
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All ﬂf the commercial activities of Scientology oreviously

discussed are practiced on a daily basis in CIearwater.
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' 'APPLICATION'OF THE PROPOSED CHARITABLE SOLICITATION ORDI-
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The varioui coroorate antities of SCientology in- the City |

of c1earwater are, taken together, the largest fundraising or-"' E
ganization in the City which claims charitable status. ”Hereto-
fore, Scientology has ooerated in: almost total seoreoy vith re-'u
gard to its operations and tinances in the Cit;.“mhe ordinance
’iis intended to give the City a legitimate means of inveatigating
" the affairs of/Scientoloa}, and vo restrict the activities of
Scientology if it obstructs an investigation or rafuses to coop-p
| erate. ‘The ordinance also gives the City the authority to seek |
abatement oL specizic acts which Scientology regularly engages g__ﬁ.l”
;in, and ‘to warn the public of certain facta. " ’

It must be noted that through many years of litigation:‘~

& fy‘ with the Internal Revenue Service, the Pood and Drug Adminia-,t o

'tr&tiOﬂ' the United States Attorney's otfice. the Pinellas,
,county 'I‘lx Alseisor, various agencies of foreign QOVCZ‘nmcnts,.ﬁ’

"~ and with private litigants, Scientology has consistently crn—ri“t

B ducted itself in a profoundly rancoroua, contentious, contempt= f'f*;?r"

‘ uous, and deceptive manner. It may reaaonably be ewpeoted that
7Scientology will behave in the same manner with the City Consu-:v
mer Af!ai:s Commisaioner. Bvery means of legal_obstruction vill
beaemployed. Every. subpoena will be resisted. No document'o***
witness will be produoed voluntarily. Witnesses Will be instruct-'

ned to commit perjury. or assisted in removingvthemselves from the

. State, Otficers who are success‘ullj subooeaned will rQSLgn their Ty




no‘fices. Accordingly,\the City must be prepared to Vigorously

;i”enforce the Ordinance.i I* is probable ‘that effective enforce=-

Q”p¢ment could be a: process that will take several years.

In view of the probable response of Scientologj, the
ordinance has been designed with several self enforcing mechan-

isms. Re!usal to provide the CommisSioner with requested infor-

kﬂiw;jfmatior is itselr grounds for restriction of solicitation activ-

'ities.‘ The notice end warning provisions of the ordinance also -

\a_provide ef‘ective and easily implemented means of dealing with

~the probable intransigent response of the Scientologists. Also,
the COmmissioner is empowered to conduct investigations and re-
ceive intormation £rom other sources. Thus, the enforcement ot

f,the ordinance is not dependent whatsoever upon the receipt o! any

“f»~in£ormetion from the Scientologists. In £act, it is anticipated

_'that they will produce nothing. In all liklihood they will not

n‘?ﬁeven file a registration statement.

; As noted, the main features of the ordinance are l) dig=-
{gclosure. 2) notice and warning to the public' and 3) power to
:ebate prohibited acts.‘ The following is a detailed. deecription ;':'
o£ how each of theee provisions may be cxpected +o affect the |
b Church of Scientology and the issues that may arise in the

‘ en.orcement process-

1. Disclosure - The ordinance requires the Church E
'tc disclose information it has never disclosed and has
R tought for years in court with the Internal Revenue Ser-

“; vice and the Pinellas Countj Tax A3sessor to avo;d dis-‘




closinq.l' The information, if disclosed would give the
city the avenues tc effectively investigate the finaneiel
‘f?}hd affairs of Scientology. Since the principal corcorate

, Arentity in Clearwater is the Church of Scientology of Cal-

g ifornia, the activxties of the entire corporation would be |

| relevant to the registration and investigation. If such _
-l»information had been truthfully disclosed in the past, it 5
would have shown uneguivocally that the Church devotes a
\_substantial portion of its funds to non-charitable activ-17‘
ities, specifically, the financirg of a massive campaign

of criminal activity including burglaries, infiltrations,

' illegal surveillance, perjury, kidnapping, and extortion;,',f’

Inurement of personal profit to L. Ron Hubbard and
members of his family is an issue of proof which the IRS
met-in the early 1970's and which the requested informa-

“ tion, if produced, would undoubtedly demonstrate again.
The requested information would also demonstrate the ex-

| kact relationship between the Church of Scientology and
‘";tits various commercial affiliates such as the World Inf .

:~‘stitute of Scientology Enterprises.

lIt should be noted that neither of those aeencies ever had

much information available to it as is presently available»
~the City of Clearwater. The availabilit

- City results from the eri

' the large number of defec

which followed thoge conv d

- which now exist for the first time among

zens and government agencies around '
in litigation with Scientology.




~§cientology will either défault aha reque‘tc”ptof

“duce information, or will produce false information.

B _There ‘are several reasons for this. First, it cannot

‘make an honest disclosure of the amount of money if fun-“
-nels into Guardian s Office ectiv;ties or open these rec-
ords to inspection‘without incurriny puvblic scrutiny of
the netore of Guardian's Office activities. As described
relsewhere in this report, these are primarily criminal

‘and tortious in nature.

Second, Scientology cannot afford to make"knownvto
its own members the detalls of its finances. "full:dis-
closura of the extent of Scientoloéy!s assets and the
‘ways in which it Spends its money would deprive it of
all justi‘ication for the exorbitant prices it cherges,j

’for its services .

Finally, Scientology cannot reveal its connections
fto its commerciel affiliates or to Hubbard and his family

““:since,these are evidence of non-charitable uses of funds.

2. Notice and Warning - Refusal by Scientology to

register or cooperate with an investigation, or commission
ofbprohibited acts, give the Commissione: authority to
" publish and post warnings to the public. The Commissioner
~is further‘authotized to seek permissicn of the Court to
-post warning notices on tne premises=of the Church in a’

manner calculated to give reasonable notice.

. This provision would have a significant impact on"

, Scientology operations. Many of the people who come to
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't~Clearwater are relatively new to Scientology. Wealthy i,
poeple in oarticular, regardless of where they make their'i
A initial contact with Scientology, are soon solicited by
l;"Plag" agents who encourage them to go to Clearwatexr ind
wmake payments to the organization of thousands of dollars. W
‘Often these people are given a special "kid glove" treat- if.
mant. They are always told that Scientology is a charit- :

able, non-profit organization. A strongly worded warning

from the Commissioner would give people an opportunity to =

reflect on the wisdom of their payment while they are
still capable of making an intelligent choice. It would
 give them access to information which the Scientologistsf
specifically conceal. More important, it would notify
ﬁthem that the City has jurisdiction and an interest in
vf:ithe affairs of the organization and can entertain com-
d:plaints from individuals. This would give defrauded in- ”
dividuals a place to'seek‘a'remedy and counteract the
: fear and isolation which the SCientologists intention-

,zally Create.

3. Prohibited Acts - The prohibited acts section

"'of the ordinance, if Vigorously enforced, would have a
far reaching effect on many of the normal operations of
SCientology.v The Commissioner is given the power to

| abate these violations by seeking injunctions and fines.
7All of the prohibited acts can be fairly characterized

as practices which are a proper subject of regulation, .
In the past, the Church of Scientology has committed

,most of these acts, The iollowing is a description of

Church practices which fit the definition of each pro-




;'hibitsd'3ct, The lette*s cory espond to the lettered

'acgs in the o:dinance.‘4(5ee pages 162 - 164 , infra).

a) As noted in other pasts_sf the Report,
ISCiehtology used funds for a period of years to
:.support a massive campaign of criminal activity:
‘.directed at government agencies and private citi-
~ zens, SCientology has pazd substantial sums of
~ money to Hubbard and other members of his family.

. Sc;entology has used funds to oéyress, harass, ané:
brzng law suxts against private citizens. 'Funds
have been used to support massive campaigns of
false advertising. 'Funds have been used to create ;;
false front groups created solely for the purpose’
o; libel;ng ‘and destroying the reputatxons of pri-

vate citizens. All of these acts are wel’ beyond

~ any reasonable definxtxon of "charitable purpose" o

bf&.c)ZSeé (a). 

4) Anpl;catmon is prospect;ve. It may reason-‘
”sably be antlﬁzpated that zf Sc1ﬂntology behaves as
it has in{the past and obey its own written internal
policies, it will nge false infcrmatlon. |
~.e) Application is prospective. The Internal
Revenue Service is'preseﬁtly in liéigation with Sei-
entology to take away its claimed tax exemption for
| the years 1970-72. It is;gkpected that Scientology
will lose the case. The IRS will then go after Sci-
entology for subsequsnt years. The ordinancexallowsl:
‘the City to base certain actions oh IRS determiha-

tions.
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£) The manner. in which Sciento)oqy qellu,,
""auditing" is' overtly fraudulent for. many differ-
- ent reasons which are discussed elsewhere in this'

if

: Reoort. This section of the ordinance allows the'"

 City ‘to base certain actions upon any determina*lon_m Fr

iy

that Scientology has violated the . consumer protec-f

tion laws of the City, County, qtate o£ Florida, or

QJUnited States. Generally, the fraudulent nature of

,Scientology s sales techniques are contained in their
representation that auditing has a scientific basis,

,that it is confidential that it has quaranteed re-‘y.‘
_sults, and that refunds are offered to those who -

are dissatisfied.
g) See (f).
h) Part of the action against 5¢ entology by

:the IRS in Los Angeles is an effort to take away

the tax exemptions claimed‘by a«number‘of,individfh'

“ - uals who gave mone?eto Scientology‘and tnen took, -

a tax deduction. vathe?IRS wins itswsaSes.tandf}'“
Scientology thereéfter_representedIthatxa“dedué.fd

tion was available, 2 violation would oceur.

i) Scientologyuhas made a common practice7of*
:lmaintaining running accounts for many of its mem-“:i
u‘bers which are termed “frseIoader debts" ! Althoughi:”}g

N“Scientology takes the position publicly that monies}

paid to it are donations, the memhers ere,told tnat )

ghe "freeloader debt" is a legally enforoeable debt ; 7‘




&

sued lf they ever leave Scientology without per-

mlssion.;

j, , & l) Sc;entology always promlses thWt

B refunds will be qiven upon request. In fa,t, this

'"is not so. | A;person_who raquests a refund is told

he has to go thtouéh a complex-refund application
process which is actually\oalc@lated to do mothlng
e;oept dissoede him £rom :equeSting‘a'refund. Longf
delays and hidden charges are assesaed. In fact,

refunds- are not given. , Weé o NS

m) Séieﬂtology commonly acquires information ,7%

in "auditing", a process,which is akin to psycho-lv

\fgtherapy, and late:»employs that information in qm ;

. attempt to solicit the person who was auditedlor'

R

‘A relative or friend of the person who was q&dited,

to%purcheoe additlonil'auditing. Intimate‘intor--

mation obtained'in-auditing is}exploited'to meke

'further sales by a malicious process called pres-

‘ging “buttons", things which the person is known

to feel concern or embarrassment about. Often

people are approached at a very vulnerable moment, TR
~ for example after a recent death or divorce, and

‘subjected to heavy sales pressure.

/s

i n) It is anticipated that the Church will
claim, that it cannot comply with the require- '
ments of_the‘ordinance because it does notﬂkeep

sufflcient tecorde.




T et

tiConstitutional prinCiples. ConSiderable effort was made to drafti

people to resign their position, etc.

Tltl solicitors.

pnorosao ORDINANGY REQUIRING ch:s'rm'rzou s'rmmzwrsf

CH ORGANTIR , ENG =
WFCWI AT on'_f_c'—so 1 ITA"TTIO A'c'rxvx'rrss

o) In its dealinga with the IRS and in’ liti-

' gation with privata individuals, the Church has

attempted to frustrate investigations and discovery

by changing its staff positions around, causing

Pl The Church will always disclaim responsi=-
'bility for the acts of any person. This provision

requires the organizational,affiliation of a soli-

citor to be established clearly and clearly fixes

) responsibility on the corporation for the acts of

q) See above. It is virtually certain that

tho Church will violate this provzsion in some way.;

r) See above. It is vlrtuallv certain that

C 'thc Church will violate this provision.

The follow;ng proposed ordinance is set £orth in a pre-

liminary Lorm.

f

R !"

It is intended to be consistent with modern
'»xan ordinance which would withstand a Constitutional attack in court.

‘The ordinance is also drafted in view of the Florida_soli-

B
S

‘citation;of Charitable_Funds Act (s. 459.02 ct\sgg.).ggwhc propqsed

-155- o




o:dihance isyintandédvto‘complemeﬁt exis£ing:1aws by addressinql‘
‘.problema‘whidh aré'untie to the City of éieafwaﬁef'and'néﬁ ad-
: equateiy~cbve:ed by sté:é lay}  | Ry

e | o
| As preQiously,sﬁatea, the ma;n features ‘of £he ordihahce—‘

afgll)yagg:essive disclosgre:and w&rhing'p:6§i§ions; 2) powgrs.‘
’drahted ﬁd a city official to investigate and abate Spécifiéf

p:ohibiﬁed acts. All of the contemplatéd piohibited acts are

fqgularlyIOQCurringﬂin the City of Clearwater.

cbmmission hearings prior to the adoption of this o:dine
‘ance could develop a record showing the widespread occurrance |

of the types of things which the'ordinancé seeks to prohibit,

and would strengthen the ordinance against Constitﬁtiohal}attack

{

 and‘dqvelop public support for its passage.

= ’ 3’5[;
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THE PROPOSED ACT

. DEFINITIONS

.+ 1) "solicitation" means the request directly or
. “ indirectly for money, credit, property, financial. as-.

. sistance, or other thing of value on the plea or re=-
_presentation that such money, ¢redit, property, finan-
 cial assistance, or other thing of value will be used

- " for a charitable purpose as those purposes are defined

- in this part, including the following methods: :

a) Any oral or written requestlﬂ

b) The making of any announcement in the i-~
press or electronic media in which any menber of .. .
the public is requested to pay money to a charit- @
able organization in the City of Clearwater. S

o c) The distribution or circulation, posting
or publishing of any handbill written advertise-
' ment, or publication which directly or indirectly .
ancourages payment: of money to a charituble organ-

izationiin the City of Clearwater. .

i
"
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L d) Thejsale of, offer of, or attempt to sell
Any advertisement, advertising space, book, card,
tag, coupon, device,_magazine,ﬂmembership, merchan-
dise, subscription, tangible items, course or course
of study, or service in connection with which any
‘appeal is made for any charitable purpose, or when .
the name of a charitable organization is used or re=-

- ferred.to in such an appeal as an inducement or rea-

..son for making any such sale, or when, in connection

7 with any such sale, any statement is made that the .-
whole or any part of the proceeds from any such sale
will) be donated to or used for a charitable purpose.

~'EXEMPTIONS L ; | |
~° The registration requirements of this Chapter shall =~ -
. not apply to a) charitable organizations which receive less .}
- than $100,000 per calendar year in contributions; b) ‘col- =
lections or contributions during the regular worship services =
. of any church or religious organization or the meetings or . ;
. 'exercises of any lodge, fraternal order, of similar organi-
~ zation; c) the offering for sale or auction of any goods,
services, of things of value upon the representation that the
proceeds thereof are for a charitable purpose, where the pro-
ceeds thereof do not exceed $25,000 in any calendar year. i

Power of Consumer Affairs Officer tofnegistef

~and Investigate Charitable Solicitations R h5e

S - Clearwater is hereby vested with the general authority, !f]:1 
... .. power, and jurisdiction to enforce the?ptovisionl,og o
! . this chapter. SRR L V oy

1) The Consumer Affairs Officer of'thewdfty of

2) The Consumer Affairs'Nfficer may make such. rules
-.as he deems necessary from time to time to implement the
provisions of this chapter, and may require from any or-
ganization subjert to this chapter any reports and infor=-
mation he deems iiucessary for the administration of this
- chapter. The Commissioner shall have the power to pre-
scribe forms for registration, disclospre, and other pur-
oy poses, to adopt procedures, and when necessary, to hold
" .. hearings and make adjudications asprovided in this chapter
. and make recommendations ko appropriate prosacuting attor-
% neys for enforcement of any penal provision of this chapter.

‘. 3) In addition to the authority granted the Commis-
sioner by this Chapter, he may commence and maintain in a
court of competent jurisdiction all proper and necessary
actions and proceedings to enjoin and abate any act pro-
hibited by this chapter, or to enforce any .subpozna lssued
by the Commisstioner or to seek any injunction authorized
by this chapter. : ‘ , g

A




4) The Commissioner, upon his' own motion or upon . ' o

. the’'complaint of any person, may, if he has reasonable = /¢ it
* ground to suspect a violation of this chapter, invest-

igate any charitable organization, professional fund . :
- raising counsel, or professional solicitior to determine
- whether such organization, counsel, or solicitor has
~ violated the provisions of this chapter or the rules

and regulations promulgated by the Commissioner, or has

filed any statement or information required under this

‘chapter which contains false or misleading statements.

- 5) All financial records of any professional so-
- licitor or charitable organizations which pertain to the
- Solicitation and expenditure of contributions received
© shall, upon demand, be available to the Commissioner for
. "inspection and investigation and the term "financial rec-
. ords" shall be deemed to include banking records and
‘statements, checks, drazits, receipts, and papers 0of any
. description which indicate the receipt or expenditure
7 of funds, However, names, addresses, and identitiaes of
., .contributors and amounts contributed by them shall be
. exempt from the provisions of s. 119.07(1) of the public
., rtecords law: shall not be disclosed by the Commissioner;
" ‘and shall be removed from the records and the custody of .
the Commissioner at such time that such information is no
-, longer necessary for the enforcement of this chapter and
' shall not be discldsed by the Commissioner. 5

I 6) The Commissioner may enter into reciprocal agree-"
- ments with the appropriate authority of any other!govern=- -
. ment entity for the purpose of exchanging information'withiy
Tespect to organizations subject to the provisions of this
‘chapter. N ; o ~ . '

~ L. 7) For purposes of enforcing the provisions of this s
o chapter,and<makingﬁinvestigations of any violation thereof,
. oo and for purposes of investigating the practices and bugi~ -
.~ ness methods of any organizations to determine if there
- ‘have been violations of this chapter, the Commissioner shall
.~ -have the. power to subpoena and bring before it any person in
- the state and may require the production of papers it deems
" necessary and administer ocaths and take depositions of any
~such person so subpoened. The Commissioner shall have the
power to effect service of process of subpoenas." Upon fail-
- ure of a person without lawful excuse to obey a subpoena
- issued and served by the Commissioner, the Commissioner may
apply to the Circuit Court for an order compelling compliance.

- ‘" 8) In addition to all other powers and duties created
'by this Chapter, the Commissioner is empowered to receive
/. "and 1nvestigatevcomplaints,from any individual who claims
', to have been defrauded, deceived, or injured by the commis-
“'siof Of any act prohibited by this Chaptaer as a result of a

l The Com-
" missioner may conduct hearings regarding any such complain%,
., after notice in writing to all parties affected. The Com-
~ missioner .y make findings aand recommendations, fashion
" order an: 2medies, and seek enforcement of any such orders,
in the same manner as provided for in the City of Clearwater
~ . consumer protection Act. (Dra‘ft copy ¢f such act included
‘with this proposal), ' ~
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71 Registration

T Ty Bl

1) Every charitable organization in the City of
Clearwater which intends 'to solicit contributions in -
Clearwater, or to'sell or render any goods or services TR
"in Clearwater in connection with a solicitiation for a:

- contribution, shall, prior to any solicitation, file a
- registration statement ‘with. the Commissicner of Consumer
Affairs on the forms prescribed by him, [The'registratiqn L

shall contain: ;
! _a) The name of the ofgénizaﬁibn and the pur- '
pose for which it was organized. B R

: b) The principal address of the organization
- and the addresses of uny officers in the City.

'Qﬁwél Thefhames and‘addxésses of any chapters, . .
~ branches, and affiliated organization.in the City. =

~ d) The place where and the date when the S
- 0rganization was legally established, the form of .
its organization, and a reference to any determin- .
ination of its tax exempt status under the Internal
© Revenue Code of the United States, the laws of any
- state, ‘and the laws of any county or municipality."

S e) The names and.addresSQS%ofﬁall officéfs, :
. directors, trustees, and the principal salaried

axecutive staff officers.

- £) A copy of a financial statement prepared
©, pursuant to a recognized uniform system of account-
-+ -ing which shall be prescribed or approved by the.
© Commissioner, audited with an opinion of an inde-
pendent certified public accountant, and covering . T
- complete disclosure of all the fiscal activities, L
~of tha charitable organization during the preceed- . -
. 'ing.ysar. Said report shall conform fo the "Audit
s« Guides" published by the American-Institute of e
. Certified Public Accountants, and as may be modi-

iified from time to time by said Institute,

. g) The names and addresses of every person .
with any responsibility for receiving, depositing, ' : .
- handling, holding, or dishursing any funds on be- . -
" half of the organization, and a statement of each. .-
person's responsibility. SR

g h): Whether the organization intends to'solic;t7‘-° "
"~ contributions from the public directly or have suca
done on its behalf by others, ‘

: -~ 1) whether the organirzation is authorized by
. any governmental authority to solicit contributors,
~and whether it has ever been enjoined or restricted
- in its manner of sclicitation by any court or govern-.
ment agency, ! ' : ’

Lol




AR 3) The" saeclfzc Durpose or purposes fur whxch
‘cont butmons shall be used.

ORI K) The name or names under which it intands
5 \to sol;cit contrxbutions. . ;

SRR 1) The cost of fundrais*ng incurred or antici-
. pated to be incurred by the organldatzon, including
oan breakdown of all expenses and a statement of such
. rcosts as a percentage of contributions rece’ved
'FJSaid Lnformation shall include: ~ .
L 1) The cost of manufacturinq, purthasing,
ﬁw:,renovating, or repa;ring any merchandise which
Is offered for 'sale in connection with a soli-
1 cxtation. i :

St 2) The cost of provzdlng any service
‘f‘;which is offered in connection with a soli-
: V”cztation. oo

,h,f' .3) The cost of. any shows, theatrical
. presentations, lectures, or courscs offered
A~in connec*ion w;th a solicitation.

G ‘m) A statement of the amount of funds expended -
©o by thn crganlzation tc support or defend litigation.

; n) A descrzption of all commerc;al fundraising

' activities conducted by the organizavion and a state-
C 'ment of the amount earned at each activity. "Commer-
'[ﬁ;cial fundraising activities" shall include: v

B 1) The sale of goods and articlea for a,
* profit. -

) The prcvxszon of services for a charge
; in excess of their cost. :

L 3) Collectzon of rent on real estate and
intere-t on money loaned :

: 4) Any cepztal gazns “eelized by' the sale
- of any capital asset. [

‘f~

- 5) Interest and d;vidends earned on stocks,
bonds, and securities.

P o) The name and address of each person or entrty f
" to whom, in the preceeding year, the organization paid
more than $50,000 for any reason whatsoever.

p),The”name"and address‘ofaeach person having
custody of any financial record of the organization.

q) A narrative descrlptLOL of the promotional
plan together with cOpLes of all advertising materia1
vwhich has bheen orepareﬂ for distribution.

r) Such other Lnformation as may be reasonably
. reguired by the Commissioner for the public interest
“or for the protectlon of contributors,




i

_2) The registration required 'under this section shall
be filed and signed under oath by the chief executive officer
of the organization. 1If the chief executive officer of the
organization does not maintain A residence of principal of-
fice in the City of Clearwater, the registration shall ad-

“ditionally be endorsed and signed under oath by the highest
- ranking orfficer of the organization who resides or maintiins
a residence in the City of Clearwater. If said registration
statement contains information the knowledge of which, or
.the documentary evidence of which is possessed entirely by
_any person or persons who do not reside or maintain an of=-
 fice or residence in the City of Clearwater, the statement
«%shallldesignate any such information, and include the name N
- and address of any such person, and specify the information
~ and documents which any such Person possesses.

.+ - 3) No organization shall withold any information of
~documents required to be produced under this chapter or
requested by the Commissioner during an investigation on
~ the basis that the documents or persons who possess the
.. information are not located in the City of Clearwater. _
. Any refusal to produce documents or information for such
. reason shall conctitute sufficient grounds for the Com-
' missioner ‘to seek and obtain an injunction against all
solicitation activities by the organization within the
City of Clearwater. ‘

- 4) If there is any change in fact, policy, or pro-
cedure that would alter the information given in any regis-
tzation statement, the registrant shall notify the Commis-
sioner in writing thereof within ten days. ' :

. 5) Except as otherwise provided in this chapter,
‘registration statements and all other documents and infor-
- mation required to be produced under this chapter by the:
- Commissioner shall become public records in the office of
the Commissioner and shall be open to the general public
© - under such conditions as the Commissioner may prescribe.

. 6) If the Commissioner determines that any organiza-

- tion subject to this chapter has fajled to file a regis-
~tration statement or has filed a statement which does not
~contain information sufficient for the purposes of this

. -chapter, he shall notify said organization in writing and
- -specify what information it has failed to produce. If any

such organlzation fails for fifteen consecutive days after

receipt of notice to provide such specified information

without legal excuse, the Commissioner shall declare a de-

fault, and such default shall constitute suificient grounds _

for the Commissioner to seek and obtain an injunction against

all solicitation activities by the organizavion in the City
~of Clearwater. ' :




‘Maintainance of Records =

: ~ Every organization subject to the provisions of
this chapter shall, in accordance with rules and regu-
lations promulgated by the Commissichier, keep true fis-
cal records as to its activities in conformity with the
principles set out in the "Audit Guides" published by the
American Institute of Certified Public Accountants. Such’
records shall be maintained for a period of three years
after the end of each fiscal year of the organization and
shall be made available to the Commissioner upon request.

i
A\Noticé and Publication of Warnings'C6ncernin§' b
Certain Charitable Organizations ' 2

. If the Commissioner finds that any charitable - g
©  organization subject to this chapter has failed to file
-+ a registration statement, or has filed a statement con-
. taining insufficient or false information, or has engaged .
. in any act prohibited by this chapter, he may, in addition
to all other actions authorized by this chapter, publish
and promulgate notice to the public containing the follow-" -
.. .ing information: a) that the particular organization is
. subject to the provisions of this chapter; b) that the . -
- Commissioner is authorized to receive and investigate
- complaints relating to fraud and violations of ‘this e
chapter; c) that the particular organizaticon has failed
~ to register, or provide sufficient information, or has o
. engaged on prohibited acts, as the case may be. The pub=-
" lication may contain a description of the prohibited acts =
found to have been committed. The notice and publication
© may be placed in electronic and printed media and may be
. -bublically posted in a manner calculated to give reason=- :
. 'able ‘notice to all persons affected. Said notice may be i -
termed or entitled a WARNING. In addition to the above,
" the Commissioner may apply to the Court for an order that
the Sheriff post such notice at conspicuous places on the
“premises of the organization. L A

i
i

~ pProhibited Acts

o No organization subject to the provision of this ;
chapter, and no agent, enployee, or officer of any such
organization, shall engage in any of the following pro-

. hibited acts: ' ' : . :




‘ v, a) use, expenditure, or allottment of soli-
cited funds for any purpose other than the chari-
table purposes of the organization.

b) use of any portion of solicited funds' to
plan, support, or execute any conduct which is :
criminal or illegal under the laws of the City of
Clearwater, the State of Florida, or the United
States.

k! . ‘
~ ¢) use of any peortiocn of sclicited funds for
, the profit or enrichment of any person; provided,
however, that payment of reasonable salaries to
. employees in exchange for substantial services
“ shall not constitute a viclation of this section,
‘nor shall reasonable commissions paid to profes-

sional fund-raisers. ' ' |

d) making of any false statement or giving
of any false information pursuant to the provisions
of this chapter. ‘ »

:  e) commission of any act, acts, or course of
conduct resul:ing in loss of the organizations tax
_ exemption pursuant to s. 50l(c) (3) of the Internal
Revenue Code of 13954, or of any corresponding sec-
‘tion of any subsequently inacted Federal Revenue Act.

f) commission of any violation of the consumer
protection laws of the City of Clearwater, Pinellas
' County, the State of Florida, or the United States,
~in the sale of any goods or services in ccnnection
~with which any appeal is made for a charitable pur-
 pose, or the name of any charitable organization or
purpose is used as an inducement for the sale, or
any statement i1s made that the whole or any part of
the proceeds from any such sale will be used for a
charitable purpose. ' ‘

g) use of any scheme or artifice;to defraud
or obtain money or property by means of any false
- statement, representation, or promise.

. h) falsely representing that any contribution
will entitle the donor to a Federal or State tax

deduction.

i) use of unconsciencable pressure or threats
to obtain a donation, cr falsely representing to any
person that a pledge or promise to make a contribu-
‘tion constitutes a legally enforceable obligation
under circumstances in which no such legal obliga-

“tion exists. ' ' .

i) promising any person that a contribution
will be refundea upon request, and thereafter fail-
ing to promptly make a refund which has bren request-
ed.




L k) promlsing any' person that refunds of con- .
trlbuuions will be made upon request without pros-
'viding ‘such person, at the time suct ;epreseﬂta~'
tion is made, with & written statemaent of: the terms -
and condltlons upon which refunds are made.

l) promising any person that .efunds wl’l be
made without maintainirg adegquate records and re-
- serve funds to allow for prompt refunds upon re~
,,quest :

: m) recelving or disclosing conf;dentzal in- .

l"ﬂormat on about any person for purposes of engag-

“ing in solicitation of money or property, under
circumstances in which the person who provided the
confidential informaticn was ncot aware that it would
be used for solicitation purposes and did not there-
after consent to its use for solicitation purposes.
For purposes of this part "confidential information"
means information obtained upon a promise that it
would be kept in confidence and shall include, inter

,alia, records of confidential information kept by
attorneys, physicians, clergymen, and counsellors.

: n) failure to maintain any reco*as reguired
under this chapter.

o o) failure to make any disclosure required .
‘under this chapter or to report any change of
.econdition as required by this chapter,

p) solicitation by any person on behalf of
any organization without written authorization of
a presently active officer of the organization
whose name has been dlsclosed pursuant to thxs
chapter.

q) obstruction of any investigation com-
menced under this chapter.

;  r) willfull failure to honor a subpoena
(duly issued and served by the Comm1551oner.

" Ernforcement and Penalties

l) 1f, after investigation the Commissioner has
reasonable grounds to believe that an organization sub-
“ject to this Chapter has failed to file a registration
statement as required herein, or has filed a statement’
which is false or misieading, or has filed a statement
containing insufficient information and has failed to
correct such insufficiency after notize of default, he
may bring an action in the District Court to @njoin any
solicitation or solicitation activities by the organi-




r “ By

fation,in the City of Clearwater for a period of time
surficient to deter such failures but not to exceed
‘one vear, The Court, if it finds that such violations
or failures$have occurred, shall giveminjunctivq:rqlief‘
- acegordinglys ! S : b Lo

3

) 2) . If, after investigation, the Commissioner‘has‘
‘reasonable grounds to believe that' an organization sub-
ject to this Chapter has engaged in any of the acts pro-
hibited herein, ke shall apply to the District Court

for injunctive relief to abate such violations. The "«
Court, if it finds that such violations have occurred, ’
shall assess a fine in an amount sufficient to deter
future violations, but not exceed $2,500 per violation.
. In addition, the Court may award the Commissioner attor-
“ney's fees in an amount sufficient to cover costs of
enforcement. As provided herein, the Court may author=-
‘ize the posting of notices in conspicuous places on the
premises of any organization which has been guilty of
prohibited acts sufficient to warn the public of com-

'*1vmission or prohibited acts by the organization,

3) In addition to the foregoing, any person who .
willfully and knowingly gives any faise information to
the Commissioner in filing statements and reports re-
quired herein, or who willfully and knowingly obstructs
an investigation of the Commissioner, or who willfully
- and knowingly leaves the State or assists:-any person to
leave the State for purposes of avoiding the provisions
~of this part, shall be punishable (punishment is to be
~established by City Commission). If the Crmmissioner.
becomes aware of any such violation, he shall report

. to the appropriate prosecuting attorney and shall make

f’available to.the prosecuting attorney all records and
- documents which he may require, T




APPLICATIONA F DROPOSLD POVSUMER PROTECTION ORDINANCE
TO O OPERATION% OF THE CHURCH OF - SCIENTOLOGY

: S 5 DR
The proposed ordinance mav be expected to have a broad

impact upon consumer affairs in the Ci.y. The most important

(f

parts of the ordinance, vzs a-vis Scientology, are the educaﬁ
tion,. warning, and inves“igation provzsions. Vigorous use ofv
vfythese provisions would give members of the public v1tally im-

portant informaticn, oefore\they become deeply involved in i
v5cientology, as to what they may expect, Use of the'investi-x
gation p ovxs;ons would enable the City to develop detailed

information about ongoing Violations, and crOVide members of i
the public who have been cheated and de frauded by Scientologyi
a convenient forum to seek a remedy There is a vital need

i

vfor,public action of this sort in Clearwater for two reasons.,

First;.ther“c1entologists have announced and are apparently _k
now moving ahead with p]ans to entice Clearwater citizens |
ﬂ"directly into paying money to chem, whereas previously their
‘Clearwater faoility has only been a magnet for people from ffi
_‘other parte of the country. Second, people who have been |
cheated by Sczentology presently have a difficult time se-
:curina private legal oounsel to assist them in getting redress,

,'because of the well- known vicious and abusive litigation tactic

i of the~Scien+ologists. Both of these situations create an

{urqent need for the type of remedies pLODOSPd in the ordinance.‘

The ordinunce has been intentionally drawn so that the}
kfabove powers'of the Commissioner are'not'dependentbuponeCourt
action.k This has been done in view of the anticipatedllegal
‘hailstorm which the Scientologists will attempt to bring down

on the ordinance as applied to them. Nonetheless, the specific
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enforcement powers of the ordlnance are lmportant +.The Com=

:‘

g missioner is glven ‘the power to seex declaratory Judgements

that certaxn practzces are illegal as well as injunctions.
These act;ons;may be expected to take longer, for obvious
reasons,~aﬁdfthe SClentologists will obviously take any de-
cision against them to the Florzda Supreme Court. »The Cityl
can reasonably expect that a. number of people will come for-

ward with complalnts about praotlces that have long been

'si‘recogni;ed,as consumer violations by State and Federal courés.

Ihvestiﬁatiohs and - hearings into. these complaints will develop

2 more than adequate record for legal action.

The following in’ a deecriptioo of the types;of practices
the Sc;entologxsos heve engaged in whlch are wel]-recog-~

as consumer violatlons,

v
£

i

l) Sales methods.  Apart from- outrxght £raud whxch

*fiis discussed below, the Scxentologxsts oftan \use coercive
iland oppressive snles methods whenever they spof a pros-
;;if'fpect, whxch they refer to as "raw mcat" Intense and -
| unconsc;onable seles preesure is common. Cover t financial
';ﬂ;lnvestzgations are done on peoole be‘oreﬁtaev are soli-
‘i%c;ted; Sol;cxtatlon'1~ occasxoned bv repeated perbonal
"f:vzslts to a person s home and place of work and repeated
“telephone calls. 'Whatever ohysxcal mental, or: ‘1nancial
i';benefit~a person wants, he lsxpromlsed he can get it
“through“Scientologyl Vislﬁs;and @none calls often takée'
place’et night. Pecgple are encouraged to produce cash’;
:orlchecks;immediately in order to qualify for generous
‘discounts. An effort is always made to fiod and‘olay

upon the amotional weaknesses of the victim, always




"?hWLth the Singular intent of getting as much money as
7?5fp0981ble.‘ The names of well-known public figures are
”,put forth as. endorsing Scientology or parthLHGting in

it when in fact “his is false. Numerous false state-

o ments are always made about the founder of the cult,

L. Ron Hubbard,qthe primary ones being that he has a
‘scientific background graduated from a univers;ty, and
~hthat he was a,war hero. All of these practices are’

-recognized as. consumer violations.

Q¥

.

"ﬁait and switch" is another common deception.

,The Scientologists oonvznoe a person to pay for and c.%i

take a certain "course" which is p"omised to have 1
icertain benefits. In fact the oourse proves to be ‘

| nothing more than‘a skillrul and aggressive sales pitch
£or subsequent more expensive courses, Numerous other
obvious facts about scientologv are intentionallv with-‘
heid from the prospective "raw meat" . He is not told
at the" beginning, thet he is being inVited on a course
that takes many years and thousands of dollars, that
he will he threatened his privucy invaded his con-
fidential disclosures wzdely disseminatec, that he ;
will be subject to severe disCiplinary measuves in-
cluding forced labor, that he will he threatened with
suit that he will be forced to disconnect from ramily
and friends, or that he can be "dest oyed" if he everb

critiCLzes cr attempts to expose ncientology

2) Fraud, Some or the overtly fraudulent profnises

‘of Sciantology have been recognized in court decisions,

particularly the case of United States vs., Article or




,Device. That case, deczded by the ~ederal sttrxcf,
rﬂ>Court £or the District ofiColumbxa, auisubsequentlv

| upheld on appeal, dealt with rhe central pram.ice or_‘

' scientology, E ~Meter auditxng The Cour* dec;ded, dfter

lengthly review of the Scientologxsts' literﬂture, that
it was full of false cla*ms w1th regard £d scxentifmcally
'guaranteed physical benefits produced by auditing. The'*

 'court ordered a warning to be affixed to all E-meters :

‘;and all Scientology 'literature to the effect that cudzt-
}#_ ing is not scient‘fically shown to produce any phys;calciﬁf“
}benefit._ The Sclentologist. have never followed that i
.order. ' To th;s day, physical cures are commonly prom-;é.-[
ised from auditzng. Pcople are told that 1t w;ll 1m-i

't,prove their eyesight, lntelligence, resistance to d;s-
p?iease, coordxnation, etc.‘7 Specxfic ind;v;duals have .
ﬁfbeen told that audlting cures baok problems, caucer, e

‘muscular distrophy, inteqt:nal problems, the effects

ot smoking, drinking, or. drug abuse, the efﬂects of

| ffswine flu shots, hepatitis. and other conditxons. “Al;gfff”

“1~t;on8 of the Federal court order.»;*

.of these promises are dxrect f"aud, and direct v*ola- e

:.". v

‘
5t

Another outriﬂht fraud wh;ch lS always commltted

'djis the promise that a rull refund wlll be made to a 31 o iy

’oissatisfzed "suudent" o tn ‘act reiunds are rarely

"f’made A person who requeote a refund is given a complex S

'."routznu"‘form wh;ch g*ves him a nearlj meosszble num—
dber of tasks to perform in order to "qualxry" for aei
re‘und‘ Part Aof the proress includes a repet;txve |
:serles oF intervxewe in wh*ch he 1s heavily oressvred

~\and sometimes threatenad in an attempt to get hlm to




give up his recutst. Numerous "charges" are made for

i
ot

proces ing the refund request “ The recuest itseJ. LS,4

1 . :,\r.f

if the person pursues it far enough and persiSuntly

T . <~ "
enough; referred to a dif‘erent corporation .n a for-

: eign nation.' The totality of imptdiments to the giving

HE

of refunas is so great as to make the oriainal promise

f ¥

overtly fraudulent.“.

Another common. fraudulenL representation involves

the nature of the organization. The SCicntologists say

!,

that their “Church"'is a law-abndinq, non-prorit organ-f :

ation devoted to the betterment of mankind | ' These
statements are all totally fal . Large oortions of
income are devoted to criminal actiVities, and to the}
harassment and attempts to destrov the reputations of
private citizens and organizat"ons. The organization R
makes huge profits, and tegularly violates the tax laws

L
.

of the United States. “Their only motive is to make

money, and this overrides any desire to benefit man- :

kind. Their principle ‘means of "benef tting“ mankind
is to attack and destroy anvone who opposes scientology
These beliefs are plainly set forth in their own books.

l.

They are directly contrary to the initial picture which

is peinted for the unwa—y "raw meat", and constituef’

fratd IL is clear that the fraud is materiai, Since

5 most oeople would: not join such an organtzation initialiy

}

if they were aware of itr criminal and malicxous activit

- i

- Another prominent fraud involves the representatiosn

that auditing is confidential. Auditing is, in effect,

4psychotherapy dene on a lie3detector'device.‘ Extremely




iy

-.Officeat They are not told that it is official policy

intimate information is revealed "he oer on being
audited is not told, before he begins auditing, that
thJs information Will be recorded ang turned over to
other people, including individuals in the'Guardians :
of the. orgenization to hold this information and later
use it for blackmail and extortion purposes against H
defectors, and that / this has been cone'on many ooca-f;
sions. Nor are they told that in the normal oourse of
auditing a variety of different peoole are free to | d

~ look atthe records of their auditing statements, or g'
that “hese statements will be used to encourage themf
to sever their relationships with- family and friends. i
All of these activities are in direct contravent.on to :
the representation that auditin " confidential For.
the protection of consumers, the Stientologists couid

\ ‘\\‘

be orle GH to disclose that auditing is not confidential

Another prominent fraud is the cla.m that 8c1en-

-'\

tology promotesrfamily harmony and marital uxity.' Inr

'Jfact Scientology intentionally attempts to destroy

?these relationships whenever they interfere wiLh the

“flow of money into their coffers, via a process called

"disconnect"‘ Again, the Scientologists could be
]

required to make disclosures about the disconnect -

process.

i

- 3) Debt Co‘lection imethods, As noted elsewhere

jin this report, any oorson involved for any period of

time in SCientology acoumulates a "FreeJoader debt" of

thousands of dollars, People are told by "legal Qfficers”




.,~

‘that this is a 1eqal debt for which they covld be sued
‘if they 1eft Scientology without permission. ‘This pol-"
'icy is set forth in rhe "rair Game Doctrin=" . The Sci- :
bientologists have been saying lately that' "Fair Game"" -
was oanoerled,'but his is»an utter;faisehopd.\ There
,are:documented ekampleé of it as recentl§ as 1979, Many
‘people inside Soiertology labor under a very real fear

J

Jgithat they w;ll be destroyed if they ever ieave or go

Si

V'b%iagainst Scientology. Sucn debt collection methods are

4 s .
i well-recognized as consumer Violations.

;l

Ce

) 4) Unfeir Business methods.' There are, in the
xf city of - Cleerwater, a number of businesses which are
o run by private indiViduals who are Scientologists."'
ﬁ* These businesses are oart of the W.I.sS. E. network
;Jﬁ(World Instituto of SCientology Enterprises) Thev
,compete openly with other Clearwater businessmen in a'
variety of different fields. In oLher areas of the
f; oountry, particularly in: Boston, W.I.S.E. businesses
"sﬂregularly work closely with'the local SCientology 3
‘;iorganization and. emoloy other qcientologists at below
”‘minimum wage.e The use of SCientology labor at below
mimimum wage is a commerciai a~tmv1ty is clearlv an
‘unfair method of oompetition against other law-abiding
: businessmen in the same field (in addifion to being a
'1'Violation of the Federal Fai; Labor Standards Act)

i

5) Mimimum Wage Violitions in General. Most work~’

5ing staff members oF Scxentoloqy have been promised waqes

'*f,,in return for services. These wages ara never paid as

;promised. Legal "edress through a local eonsume*,oro'




Z

f.cctlonordlnances should be consxdered for this overtly

fraudulent practlce.‘

1y . .
The following proposed ordlnance is cre%ented in a pre-.

; llmlnar, form. As presented it is not suitable for inactment
by the City CommlsSLOn, and requxres consxderable retznement
and add;tlon of numerous technical provxslons. The materlal

that follows gives a basic outline of the proposed ordinance.

‘The State of Florida as weli as Pinellas County préeently
have COnsumef}protection statutes in force. Both of these laws
- apply to transactions in Clearwater, but neither law precludes
. a more stringent or specific ordlnance by»the City. As noted
elsewhere in this report, the Clty of Clearwater has a number
of consumer protection issues which are unique to the City even

ir

as compared to other c1t1es in Pinellas County.

The proposed ordinance lS modeled closely a: er the'
Pinellas County Consumer Protection Act. That statute was
‘3declared to be Constitutlcral by the Florida ‘Supreme, and
close attentlon has been paid to drafting said orc*nancev

whlch will survice a similar constitutional attack.

THE PROPOSED ORDINANCE

1) Title - this ordinance shall be designeted the

Consumer Protection Ordinance of the City of Clearwater",

2) Leglslatxve Intent - the public health, welta*e,

and interest require a strong and effective consumer pro-




tection program to protect the interests of ootﬁ‘the
consumer oublic and legitimate business man. Toward
this end, the oosxtlon of Consumer Affairs Oftlcer is
.hereby created in the City of Clearwater to enforce all
State laws, county ordinahces, and munlczoal ordlnanres

relatlng to consumer protection.

3) Definitions:

a) "consumer transactlon" means a sale, lease,

assxgnment award by chance, o other disposition
-of an item of goods, a consumer serV1ce, or an in-
gtanglble to an 1ndiv1dual for purposes that are
prtmarily personal, Family, or householc, or a
solicitatzon by a supplier witsa respect to any of
these dlSpOSltlonS. Said definition shall include,
. lnter elia, transactions and solicitations relatlng
to publicly offered vaﬂatlon plans, courses of study
_or Lnstruction, physical and mental self imorovement
courses, business and personal counsellmng servxces,
but shall not lnclude services rendered by licensed .
attorneys, physicians, dentists, or medical care
practitioners. said definition shall also include
sales of goods and services by charitable organiza-
tions orlsolicitations for such sales, wherein a
representation is made that the thing sold is of
substantial value commensuréte with the price
charged as an inducement or reason for makingwsuchv

' sale.

b) "supplier" means a seller, lessor, assignor,
¢r other person who regularly solicits, engages in, or

enforces consumer trnasactions, whether or not the




supplier is a natural person, partnership, assoc-
iation, éorporation, charltable organization, or,

non-profit orqanlzatlon.

c) "violatidn" means a v1olatlon of any state
law, county ordlnance, Or municipal ordinance. re-
,llatlng to consumer Protection, whether civil or
:,crzmlnal in nature,. including, but not limited
to the Florida Deceptive and Unfair Trade Prac-
tices Act, as lnterpreted in light of the Fed-
eral Trade Commxss*on Act and other Federal con=-
sumer protectlon acts, and the interpretatxons

glven them by the federal courts,

"4) Powers and Duties of the Consumer Affairs officert

a) To enforce the provisions of all state laws,
county ordinances, and municipal ord;nances relatlng
to consumer protectlon, whether civil or criminal,

-accordlng to the nrocedures set forth herein.

h) To receive and investigate complaints of

© alleged violations as defined. in this ordinance.

¢) To initiate investigations where there is
reason to believe, based on evidence presented to
him by any person that a violation has occurred or

isvoccurring.

d) To refer complaints to the Office of the
State Attorney where there is Teason to believe
that a criminal violation has occurred or is
occurring.

e) To institute actions in the Circuit Court,

according to the procedure ge* forth herein, to




obtaln a declaratorv Judgement that an act or
'practlce constitutes a VLOlatlon, and: Fo seek inL
~3vnct1ve relief against a, supoller or other per-

son who has commltted; is committing, or ié threat-k

ening to commit a violaticn.

£) To effect service of process upon any
supoller or other person charged as a respondent

in a complaint,

g) To effect service of process upon wit-

nesses .

h) To hold and conduct hearings,ias set

“herein.

i) To orcder a supoller or other person to

cease and desxst from committing a v1olatlon.

j) To implement and administer consumer
protection education programs and consumer warn-

'ing campaigns.

5) Operating Procedures of the Commissioner

a) Any‘personlmay make or file a complaiht
“with the Commissioner stating the name and ad-
‘dress of a supplier or other person alleged to
"have committed the wviolation complained of and
‘the particulars thereof, and.suchvinformatiOn as

may'be required by the Commissioner.

b) Upon this filing of a complaint, the
Commissioner shall cause such investigation as

he deems appropriate to be made. TIf the Commis~
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sxoner determlnes that there are reasonable grounds

to bellevs that ?%VLOLathn has occurred, he may

ooy

”attempt to conciliate the matter through confer-

1 ’ : .
ences with all interested parties and such rep-

‘resentatives as the parties may choose to assist

them.

'¢) If the Commissioner determines that there

is no reasonalbe ground: to belleve that a viola-

””‘tion has occurred, he shall dismiss the complaint.

(‘Any person who has filed a complaint which has

ultimately been dismissed by the Commissioner may

“appesl by way of certiorari to the District Court

within 30 days thereafter.

M

a) Whenever the Commissioner shall have
reason to believe, based on evidence presented %~kbl
to hxm‘and based on h;s investigations, that a |
supplie: or other person has committed or is

committing a violation and if it shall appear to

,,thg*bixector that a Hearing in respect thereof

would be in the public interest, he shall issue

and have served upon the supplier or other pér-w

-~ son a complaint and notlce of hearlng statlng

the charges and settlng a hearing at;a flme and

place certain. The respondent qo comnlalned of
shall have the right to appear at the place and

time so fixed and defend against the allégations

contained in the complaint. Lo

i

e) After a hearing thefCommissione: shall

make written findings and may make appropriate’

[

orders. Said orders shall be enforced by the

B

Commissioner as provided herein.
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6) Service,of fOcess - Service of process upon .a

resoondent shakl be accomollshed at least fourtaen (14)
days prxe; to the date ot heaxlnq and may be azte"ted

by personal se*v1ce by a duly designated agent of the;
Ccmmlsseonet or *v certl “ied mail, retu:n recelpt re=-
quested Servxﬂe by CEItlfled mail shall be effectlve
three (3) davs after depositing the complaint and notlce .
of hearlng in the United States Post Office addressed |
to the owner at his last known address with postage
prenald thereon. )

“1\.,
A

7) Procedures Governlng Comnxssxoner s Hea.in

'The :ollowang mrocedures shall govern the conduct‘of

jﬁibeaelngs before thé Conmdssionex-

a) Burden of Proof f‘The burden of proocf shall be

y

yupon the ompla;nant:

b) Order of Proof - The ccmplalnant shall presen*

: |

. 1ts evxdence and testlmonv first. Thereafter thm res-
‘5pondent ehall have the right to present lth ev1d°nce and
g testlmony;, The complainant shall then have the right to

;present rebuttal evidence and testxmory,

%c) Admissibility of Evidence and Testimony = Any
5;rélevaﬁt evidence shall be admitted if the Commlssioner
'flnds lt competent and reliable, regardless of the ex;st~
ﬁAeqce ©f any common law or. statutory rule which might make
'ﬂihprppetathe admission ofxeueh evidence.~ Hearsay eQidenCe

ay. be used for the purpose of sup>lnmenting or expla;nxng

any direct evidence but shall not be sufficient in itsels®

to support a finding unless it would be admissible in

civil actions. The rules of;privilege shall be effective




”ﬁto the same extent thac they are now or hereafter mqy
,be re cog ized in civil actlons. Irrelevant and un-
-duly repetltlous evxdeﬁce sha1 bé\excluded. At the

ﬂhearlng the parties may gresent testlmony and evxdence,

-

v

and the riéht’to Cross- wamine wltnesses shall be pre-
served. All testlmony and evidence shall be given under
kéathfér by affirmation. The heariﬁg_record shall be
~public ahd open to *nspectlon by any person, and upon
request by a ori.c pal party to the proceeding, the
;HCommrssloner qhall ~uxﬁlsh such party a copy of the
haarznq recurd if any, at such cost as he deems
ffapprcprlate. Each party sgail have the following.
fights: |
i) To call and examine w1tnesse
'ii) To 1ntraduce ethlblts,

,iii) qugross-examlne opuosxng witnesses on

'krelevant natter even though that matter was
éﬁvered on dlrect examination;
viv) To lmpeach any witness regardless of
whluhpdrty"lrst called him to resti

v) To rebut the ‘evidence.

d) Actzon by the Conm;sszoner If bésed unon ghe,f

testlmony and evidence nresented in the hearing, the

Commissioner determines that a supplier or other per-f“ o

son has committed or is committing a wviolation, it ﬁay
issue an . -appropriate QOrder or take any other actlon it
authorl"ed under the p*ov1sxons nf thxs Act Anv Orde*
or other actlon taken by uhe Commissioner shall be re-
duced to writing ard snall SpeleV the ﬁlndlngs of fact
upon wh;ch;the order or other agt%on lsjoasec. |

I
£y
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@) Service ofao:dezs,- Any supplier or other -

person. affeéted‘bQ pnyfgfder or other action by the
Commlssboner shall Se noﬁg?iéd either personally or
py mall of such Order or other actlon, and unless

H‘walved a c0pv of the flnal Order or action shall be
‘delivered or malled to such suppller or other oer-_
son or to hls at orney of record.

hl c A

8) Judicial Review - Any person, firm, cdrpdra;

tion, or agency aggreived by any dec*s;on of the Com-
mxssloner may appeal to the courts as pro; ded by
'general law within 20 days from the date of~:hé deci»ﬁ
' siohesought td be reviewed@ provided however, that

only flnal orders of the CommiSSLOner may be SO re-

Q

'f;viawed Interlocutory procedural appeals are hereby

'»spec1‘ically prohlh;ted

s
¥

i 9) Enforcement of:.Orders - 1f the Commissioner

détermines’that a pértynhas fa;iéd to comply with the
‘terms of an order within the time specified, hekéﬂall
have the authority to initiath an'aporopriéte action,"
in the CerULt Court to compell como]xance, including
actlon for declaratorv rellef and actions seeking in-

~ junctive relief. S i

if

10) Enforcement of Subpoenas ~ Upon failure of a
’petson»wiéhdﬁt lawful excﬁse Lo obeyfj sﬁbpoena issué@_
by the Commissioner andvupon reasonable’nctice to all:ﬂ
persons affected, the Commlssxoner may apply to . the

Circuit Court for an ﬁrder compelling compl‘ance.7




ll; Penéi“yffor Violation of an Order - Any suppl'ﬂr

i
#

Nr other neraon Ju vxolates an order o€ the Commlssmoner

F’watterﬁ*t has become final, and wh lle such drder :s‘en effect
‘ §hell,‘orfe4t nﬂ pay the Cle} of Clearwater a civil ) naltj

of not more than two thousand ($2;000’00) dollarF for every

vio‘atlon whl“h shall accrue to the City and may be recoveredﬁﬁré

b§ lt in a‘civil’ aetlon. Each separate violation of such

order shall be a sep parate offenae, except that in Lhr case cf

a v1olatlon Lhrough eoatlnulng failure or neglect of obeylng

a flnal order of the Comnxssloner,'every day of continuancn

L

~of such failure or neglert shal "be deemed a separate offense;

12) Penalties for Hindering or Obstructing Investigations

- Any person who shall hinder or obstrvrt in any .

: way the Comm;ssxoner of an ‘investigator in the performance
of hls official duties shall be guilty of a misdemeanor of

the second degree punlshable as provided in s. 775. 082 or

5. 775.083, Plorida Statutes.

R
“y

AT

wil})w Statute of Limitations - No action may be initiated

by the enforcingAauthority under this act more than two (2)

vears after the occurrence of a violation.

14) Other Rights and Remedies - Nothing herein shall

prevent any person from exercising any right or seeking
any private remedy to which he might otherwise be entitled,

or from filing eny complalnt w;th any other agency.

it
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llfyéenaléy for‘Violation of anVOrder - Any sup-

'

wf :
pller or other person who viclates an order of the

’F'Commmgsxoner after it has become final, and while such

y

order lS i ) ‘fect shali forfeit and pay the City of

Cléarwater a“glVll penalty of not more than two thou-
sand ($2,000.00) dollars for every violation which

‘kahall accrue to ﬁhe City and may be recovered by it inl.’"‘"i

a iv1l actlon. Each seoa*atev1olation of such order sh ll

be' a separate offnse, excewt that in the case of a v1olat1on
through contlnulng zallure or neglect of obeying a ‘lnal
order 01 he Commxsszone“ every day of continuance of

such fa;lure or neglect sha]l be deemed a ‘separate offense.

n

12) Penaltles Lor Hlnderzng or Obstructlng Inves-

.ﬂ: »igatlon - Any person who ahall hlnder or obstruct in

vyany way the Commissioner or an lnvestlgator in the per-
formance of hls official duties shall be gquilty of a

bmlsdemeanor of the second degree punishable as provzded

in s. 775.082 or s. 775.083, Florlda Statutes.

13) Statute of leltations ~_No actlon may be in-

ltiated by cnc en&orCLng author'ty under chls act more

»tnan two (2) years after~the“occur:ence of a v;ela;zon;

< ad

S et

14) Other Rights and Remedies - Nothing hetein‘Shall

¢ 3

. prevent any person from exerc151ng any right or seeklnq

any pr*vate remedy to which he m:ght otherwlqe be en-

¥

titled, or £rom £iling any complaint with any other

\ u‘,"v‘,'

agency.




#7.C. STANDARDS FOR DETERMINING TAX-EXEMPTION AS

APPLIED TO SCIENTOLOGY

There are two primary issues confronting the Q;ty of Ciearwater

4 dpciaing whether the property and'the.operatioﬁ; of Scieglology*

wltn%n.the Ciey are arooerxy taxablé. The first issue relat%s

to de};nlng the resoectlve power or authority of the State,,

County and Mun;c;pal government to impose and collect the various

types of taxes that may be applicable t&*Scientology. The second

issue is whether Scientology has conducted its affairs within |

the Cltj in breach of the stanﬂards dlscussed in Section III -~ C

of this Report as toc warrant the conclusion that Scientology has

not”operated exclusively for religious purposes as required by

. said standards. This latter issue appears to be more easily re-
solved in favor of the power of the State, County or Clty to
impose and colleut taxes from Scxentology The former issue 15 B
less capable of clear resolutlon and the financial consideratloﬁs
involved warrant the conclusxon that the Cxty should conduct public

ifhear1n7s with respect to the proposed ordinances; and provide
the results of those hearings to the State and’ COunty tax;ng

vauthorltles for purposes of collectxng approprlate taxes.

Except in very limited areas of taxation, such as an oc-
cupatlonal tax, the general power to levy and collect Laxes
lies within State and County jurisdiction. Taxation by a

municipality must be expressly authorized by either the State:

Constitution or by legislature grant. Citv of Tampa v. Bridsong

Motors, Inc., 261 So. 2d 1 (1971). The City may, howevér, petition

the State or County through a writ of memorandums to compel col-

rection of 1 tax. See, QOpa Locka v. Metrovolitan Dade County,

247 So. 23 785 (1971). Oftentimes, a City joins with the

County secking cdllection of taxes. See JWinter Park, et al v.

‘i’ presbytarian Homes, etc., 242 So. 2d 133 (1971).




+

~Iniview of the traditional approach of the Florida

appellate courts to vest taxing authority within the Couhty

nand the State, the most rational and appropriate course for

the City of Clearwater is to investigate and collect information
'rega*dzng SCLentology practices within the Clty and turn over
such evxdance to the State and County agencxes. The hearinqs
- Proposed in connection with the solicitation of funds oridinance
and the consumer protection oridinance should provide the City
@ strong basis upon which to initiate State and County
collection procéedings. These proceedings should include
‘desessment and collect;on of sales, use, personal property, real
‘property, meals and other taxes. In the event that the State

~and County taxing authorltles resist collﬂctlon, the City may

petitzon the Court via a writ of mandamus to compel collection.

The activities of Scientology within the City of Clearwater
conclu51vely warrant the position that Sc1entology has carried on
WLthln the City such commercial activities of such magnitude, and
for such profit making purposes, and of such non- tax exempt
character, that the Corporatlon was. not operated exclu*;velv
for rellgzous or other tax exempt purposes. A large part of
the éarnlngs of the Church of Scientology within Clearwater have
inured\co the benefit of Hubbard as a private individual. The
money and money's worth of beneflts traceable to Hubhard in-
clude: a) salaries, b) royalties, ¢) large sums vf cash,

d) unrestricted control (amounting tec ownership), over lénge
‘amounts of funds in a corpofate bank account, Savings and Trust
‘_accouhts, e) free room and board at the corporation's exgense,
and unlimited access tc, and use of castles, mansions, villas,
seagozng vessles, automobiles, motorcycles, and other facilities
own;d or supported by ac1entology throughout the world, f) a

~large retinue of servants, valets, messengers, secretaries, couriers,




cooks, and other personal attendants, u*nlshed and compensated

by Scientology, g) the receipt, gonerally in d;sguzeed form,
of a substantial percentage of acxentoloqy S earnings, and h)
the d;versxon of large sums from SCientology to Hubbard to x
sham enfmties wh;ch are completely controlled and domlnated

E by Hubbard.

4
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’ ‘A 80, the polic;es and activities of SCLentology, some of
.Whihh have been previously discussed ln this Report, vztlate
;aScientology s entitlement to exempt;on, because the policies

7;?‘damcunt to. substant;al recurring violatzons of clearly defined

i public policy includlng'”

(N
L

l"ia) vConepiracy to impede and obstruct the I. R”S;;
- b) " Wrongful and malicious dlvulgence of personal and ,
- 1intimate information confided to Scientology by its ' °
f ‘members during auditing sessions, in *el;ance upon
'~ Seiento1ogy 's deliberately false representation
' that such informatxou would be strictly confidential;
f'Pervasive vioclations of the indxvidual rxghta of
. ‘human dignity by subject lng memebers to "amend projects"
7 and "R P.F.", which enforced per‘ormance of humil;ating
! and degrading acts,~ S S ‘
" The inflictxon of serious, deletrlous, mental and psychzc
1 ‘%damaqes that are a d;rect result of Sc;entology s, '
‘dangerous technzques, :
('Depr;vxng individuals of their own selr-determlnatxon
and ability to perform their own moral Judgements through
‘ ‘the use of braxnwashzng techniques,
"Recurrent and pervasive use of blackmail, lntlmidation,
i'and other egregiously anti- social acts ‘by way of im—‘
: irplement;na Scxentolog} s "Fair Game" pollcy. ;
_»EScientology s "Disconnect Policy", resulting in enforced
""dissolution of marriages and other close family relat;ou-
‘ships-;
Insistence upon and use o£ non-voluntary lie detector
(E-Meter) and security checks as a condition of enmployment
“in direct vrolat;on of state laws; ‘




lnvoluntarv detention (equivalent to falsa imprisonmont)
Drastic punishment of members and employees; and ‘
-~ The use of telex devires for the purpcse of carrying
on illegal covert activities in violation of the Eedecal
Communica*ions Act, together with a conspiracy to further
- Such purpose. B ’

ihe commercial activities of Scientology permeate-iéwﬂi

- entire operation, They include things such as extensive ad-
vertising and soliCitation of bUSiness, the payment of commiSSLOnsf
ito persons who can produce customers,the granting Of ‘discounts;
an ever-increaSing accumulation of. earnings, granting first
,priority to customers who make the largest cash payment, rather
‘othan the one who is, in the greatest need of SCientology services;

,the use of drastic, -arm-bending and emotionally crippling pro-

cedures for the collection of delinquent accounts, the use of

his avenues of legal redress by threats of disclosure of con-

;fidential auditing information, and finally a a markup factor
"of as much as 789% on the sale of its  goods.

7
N

The flagrantly commercia profit motivated activmties of

I'gtScientology are in Violation of F.S.A. § 19¢. 195(4) which requires

that all religious organizations maintain a non-profit character.

’fiAlthough the following examples intend to be typical illustrations

| . of Scientology commercialism, and ha:dly exhaustive, ‘such examples

consitute compelling eVidence of a profit motivated scheme.

1).rAdvertiSing vacation packages to an oceanside *esort
in Clearwatcr, The Fort Harrison and Sand Castle
(scientology properties). fThe advertisement is totally .
devoid of., any religious suggestion and clearly demonstrates
the organization s profit oriented motives, '

3AdvertiSing and rental of rooms at the Fort Harrison
Hotel and Sand Castl at exorbltant rates. For example:

A R et 00 R e it



VIP:Apartment e, 87500
Grand Suite Ll 0 100000
Dukes Chambers e e, 5000

Jade Palace Suite reeveieaas.s 60,00

) Lotus Suite . Ui.......... 60.00

~ £) Mocn Garden Suite ...,........ . 60.00
' g) Opal Suite ...i.....;.. 60.00

3) The sala of tourses at astronomlcal rates which bear,
" no ‘relation to the aprv;ce rendered For example: '

a) New Era Dianetics for OT |

: Rundowns (50 Hours)......ﬂ..... $19,547.19§

bh) ‘Section OT IIT e, 9,021.783{1

©) OT I to OT VIII | ST a
Package teerieeiiia. 26,614,421

d)  New Vitality Rundown . ;9
(25 Hours) Ceereriiae.. 12,780.86

e) Full Org Exec Course | f
(8 Volumes) Ceeesieeiiaas 12,029.04
Flag Effective Publlc .
Relations Course R
/(includes apprentice- S 5

" ship) seeeeesiiii. 10,525.41

The operat;on of a corporate en*ity, WISE, an acronym
for World Institute of Scientology En*erprlses, whzch

i bereft of any relzglous purpocses. The sole purpose
of WISE is commercial not religious.

The commercial transactions (purchase of course and
hotel room rentals) are encouraged by Sczentologj s
'~acceptance of Master Charge and American Expzess.

Scientology now offers rebates and "package reductioﬁs"
to stimulate cash purchases.

The inurement to L. Ron Hubbard of 10% - 50 of all
funds collected in Clearwater, Florida.

Freeloader Debt - a concept designed by the Scientology
corporation to excract monies from an individual who
Severs association with the Church, The debt is allegedly




“incurred for services rendered. However, the‘debt,hears
no relation to any service and is imposed only when an
individual seeks to terminate association’ thh the Church.
The Scientology organx ation threatens litigation to collect
the "debt" thereby adding additional funde to Church coffers.
eAlte*natlvely, threattnea legal action prevents a dis-
vsatlsfled indLV1dual from leavxng ‘he organlzatlon.

Lach of the acts desmgnated aoove constitute violatlons of
the statutory criteria for non-protlt religious organizatlon
Specxfically, the cash purchases of courses and the hotel room fehtalé

constitute violations of F.S.A. § 196.195(ej}, regulatlng a non-
--'profxt corporatxon s charge for serv;ces. This statute states:_

%

that the tax;ngrauthorltv may examzne;

R "
N.

L ' x
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e) the reasonabxeness of charges made
by -the appllcant for any services
rendered by it in relation to the
value of thoqe services.

Again, all religlous organlzatlons are requ*red to rema;h &
knon-profit and must comply Wlth the statutory crlterza for
{ non-profit organizations. F.s.A. § 196, 195(1)-(4) The mercenary
,‘motlves of the Scientology organzzatlon, illustrated by the un=- -
‘ reasonable cost of services (gggg&), constitutes a per se v;olation
kof F.S.A. § 196 195(4) and should invalidate the religious |
kexemption.
Likewise, Scientology's’use of Clearwater as a nentral
',}_communications link for its incredible world-wide pattern of
lc*inxnal activity including Operations "Goldmine", "Snowwhite",
i ,"Freekout" “Project Owl", and hundreds of other such operations,,
all carried on through‘the use of tax exempt funds, clearly
: demctstrates'the non’tex—exempt purpose. The recommended public
hearings will provide the City Commission a solid basis to

enact the proposed ordinances as well as create a documented

«recordlef Scientology's breach of the standards applied to




 determine tax-exempt status as set forth in Section III - C of

this Report.

The City's right to know whether Scientology is keeping
’odequate tax records, and whether it is using its funds ex-
',‘olusivalwaor religious purposes is'o compelling governhental
interest. The reoommended hearlng and ordinances will prov1de
- a legltimate basis to secure thxs information. If Scientology
‘&ails to provide it, or if the documentary evidence acquired as
a result of enforcement of the proposed ordinances indicates use

of money for non-exempt purposes, the City may provide that

evidence to the appropriate taxing authoritv.

-

The recommended hearings, possibily Jn conJanflon with other
proposed legislation, to examine the nature and extent of
Scientology's activities in the City, would demonstraoe the'
fraudulent, com@erciol and criminal activities carried on by
Scientology in éiearwater, all of which are devoid of religious:
content. This evidence would demecnstrate SCiontology's failure

to compl§ with the followingotax regulating'statutes:
| a) Failure to use property for exempt purposes as oefined
by F.S.A. 196.012 (1) (2); |
D) Failure to meet criteria for exemption based on non-
profit status as defined in F.S.A. 196.195;
Failure to meet c¢riteria for e%emption based on religious

- status as defined in F.S.2. 196.196.

The City could then present written findings togethex with

exhibits to the County property appraiser with the recommendat;on

. of the City Commissioners and alsec o the State Sales and Use tax

authorities, that Scientolcygy properties be taxed, and that the
organization present accurate and detailed records of Lts financxal

~activities for each year it seeks qualification for exemption.




It is important vo note that the long and detailed

QEnglish inquiry (covéring 182'pfinted pages) into Scientology .

f'ended with the following recommendations:

"Two further matte:rs deserve mention. First,
I am struck by the ease with which "non-profit making"
companies or assoclations are able to escape the pay-
.. Mment of taxes, even if they are not charjties, An
" ordinary usiness pAYsS tax on the whole of its income,
atter deducting only those expenses incurred "wholly
and exclusively" for the purpose of the business, and
the Inland Revenue authorities not unnaturally subject
these expenses to close scrutiny. But in the case of
an organization which renders paid services only to its
members, the system is different: a principle of "mutuality™
is applied, with the result that the full income fyum
~the members (in the form of fees) escapes taxation at
. that point, and so do donations from non-members. More-
- over, if the organization then distributes its surplus by
way of donations to associated companies, or even %o
~ individuals, these payments are still not assessable to
~tax because they are "voluntary" payments. If the services
were scld to the general public who are¢ not “members",
such an organization would have to pay taxes like everyone
else, and only legitimate business expenses would be da-
- ductable; but considering the case with which one can enroll
"members”, the disinction strikes me as artificial. This
aspect of our tax system is in my opinion ripe for review.

, ~ . Payments such as those shown in the Scientology
- ‘Companies' accounts as being made to other Scientology
orgnaizations, or to Mr. or Mrs. Hubbard, who are not
residents of the sterling area, of course require the
ccnsent of the Rank of England under the Exchange Control
"~ Act. 2 Z

: The other matter which deserves attention is the failure
of a number of the Scientology companies to file accounts
and annual returns within the time prescribed by the law,
without apparently incurring any sanction at the hands

of the Registrar of Companies. These sanctions seem to

me pointless if they are not enforced."

These recommendations should not go unheeded by the residents

and officials of Clearwater.
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VI.  CONCLUSIONS AND RECOMMENDATIONS

Ehe'brcvable facts relatlng to Hubbard's background

the creation, oparatlon, ooliﬂles and activ1ties of

i Sc1entologv, the findings made av formal inquirieq and courfe‘
ot both foreiygn nations and the United States, as well as
the serious implications - financial, mental, emotional,
‘and societal, for Scientology's victims, all suggest that it
is necessary, ana 1egally pefmissible for the community of
Clearwaﬁer, where Scientology maintains worldwide headquarterﬁ,,
to take appropriate action. This 5ction must be reasonably
relatad to legitimate public interasts and it nust be narrowly
deflned in order to avoid interference w1th the beliefs or
doctrlne of Scientology. Such beliefs, although ostensibly
fanciful, dangerous or absurd, arguably fall within the domain
of "religious beliefs", as that term is most broadly interpreted

by American Courts.

. In the final chapter of her work "The Nazis and the Occult""fk
‘ ithe author draws many pa*allels between the Nazis, Hitler, e
 ~un Myung Moon, Hubbard and Scientology, Qucting from
Sravepalli Radha Krlshnan who stated, "If we bhelieve |
absurdities, we shall commit atrocities", the guthor tréces
“the development of irrstional doctrines being enhanced by pre-
sumably sane and cational yoith such as the "Hitler youth",
leéding to the abandonment of individual conscience, loss of
objectivity and pathologically anti~-social activity.
Scierntology's "OT III level" material, for which proselytes
tens of thousands of dollars, and which represents for some
the culmination of Scientology dogma, Suggests that Hubbard

is leading his followers into belief of "absurdities"., oT IIr




' ‘¥material states that: a SCientologist is a spefiailvcho

"Thetan" from a civ*lization on the planet Helatrobus destroyed

V4O trillion years ago by evil forces' and that Hubbaro has
united them on narth where he is destroyinc evil through his
"technologv" | Hubbard's "technology" 2xhorts hlS rollowers
to do anything against an "enemy" of Scientology including
destruction. These and similar doctrines are emploved in a
suffiCiently -rational and enticing sales technique to enlist
the support of many rootless, unstable and troubled people,
Many{of these people, although not havinény;_ commi t ted
zatrocities akin to Jonestown or to Ausrhwitz, have engaged in

a pattern of wiaespread and prolonged criminal activity

challenging the fundamental preceots of our society, laws,

and our goverrment,

It is certain that the City of ﬂlearwatet cannot seek to

:prohibit or regulate Scientology beliefs or doctrine, including

:~0TIII R=2- 45, or "Fair Game", however fanci‘ul and dangerous
]Leuch'doctrines'may be. However, "The Constitution is not a
‘k-suicide pact" and the First Amendment "embraces twn concepts,

’- freedom to believe and freedom to act. The first is

-absolute but, in the nature of things, the second cannot be."v

'Cantwell V. Connecticut,

Where Scientology belief culminates in activities
fwhich are fraudulent, mentally, emot*onally,.and physically

destructive, and violative of recognized civil and criminal law,

then the City of Clearwater is free to act in order to protect its
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_ citiéenry For examole, if Sc1entology "scxentiflcalJy

~bguarantees" the cure of phvsxcal and mental ailments, which
it does on a dally baals in drder to make none* then. such a
representatlon is secular, not relquous, and the City may
prohlbit or regulate such a ‘*audulent misrepreoenta ion.

See Unitod States v. Art:cle or Device, discussed hereln.

or lf Scientology employs the"disconnect" policy, or the
i 'Freeloaders Debt" ool;cy,’or the "Attack the Attacker",

'or "Fair Game" in the face of representations that it is

fga religlous, educcnlonal, charitable, non—proflt organ;zatlon,»

~promoting family unity, etc. then the City may regulate or
prohibit such actlvxty.f Or if Sczentoloqy violates the edu-
';catzonal lawb, the fire code, etc. then the Clty ma"f*nvestl—

gate and regulate.

_,1 In the past, Scientology,under Hubbard's directzon has
;:;fﬁdemonstratedflagrant diaregaxd ‘or the laws of our Society
“?ilt has instilled and encouraged this disregard in its followers,
’Although Sc;entology may eventually evolve to the point where
1t accupts t*adxtional societal tenets and laws, Hubbard's
"tech" ia fanatzcally ‘adhered to by many, including those who
= currentlj run the organx*at;on, and the "tech" absolutely
tforbids acceptance of ”wog or societal rules., A fervent‘
'VScientologist views himself, Hubbard, and the "tcch" each as -

a law unto itself,

For example, one defector, who was " morLSUned" inkthe -
"R P. F" in the Cedars of Lebanon comples in Los Angeleo"

describes the Lollowing frightening sequenc :




; I walked and walked through tunnels I had
never been in.. Then I heard it. . Inhuman screaming
and ranting. It was coming from my right. There
. .Wwere four doors and someone was pounding on one of
them. I ran over and tried to open the door. It was'
locked. I yelled, "are you allright?" and got more
screams., Suddenly someone touched my shoulder. I
turned and looked at a man in =lean overalls. "Hello",
he said, "I'm the Ethics Officer for the RPF". "What
. &re you doing to her?" I said. "Oh, she's just
blowing off charge. When someone flips out on the
RPF, we lock them up for a couple of hours. They
calm down after a while.", He smiled. I was stunned.
"7ou lock them up in here?" "Sure, you know the tech.
The tech always works." I looked :at him, Totally . -
triumphant, with Scientology tech on his side. I Ll
felt sick to my stomach, the corridor started spinning ™
around me. So this was it. The final answer. Cold,
calculated, step by step, at progression to stamp out
anyone who questioned, rebeled, criticized, disliked
Scientology. Break them, all of us." -

It is apparent that,tﬁe Clearwater community has a legitimate‘

ptblic interest in prohiﬁiting‘activity such as tbat described’aboveV

~and cited £hrough6ut this Report. The authors of this Report have
Vibeéﬁﬁinvolved‘in the investigation of Scientology for approxi-
méﬁely two‘yea:s and have‘collectéd thousands pf doéuments_
ﬁpfoying that anti-social,Vcriminal'and tortibus activity has
| beena‘d§ilyveventvwithin Scientology.~ Although Scientdlogyui
: miy claim thét'tbe perspective of the authors of this Repdttw
o is'biased and prejudi.ced, it is submitted that'ahy‘sane,
‘ratioh;l, huﬁan being, adhering to fundaﬁental values,'wduld bev
,'Eoth repelléd and "biased" upon having hundreds of .individuals
andzparénts relaie factswaescribing how_Scientoloqy "processing”
éncompasses a type of patently commercial fraud, caﬁSes_seyere
 mental illness occasionally resulting in institutionaliZatiop
- and death, and fosters a pﬁttern'of‘cfimiﬁal.actiVity to
~ destroy all those seeking to in&estig;ﬁe’%ﬁ; |
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. based on%theﬂﬁo;egoing parspective, and the facits anl™

énalyses set forth in this Reporﬁ’as dqpumented'in thé~Appéﬁaices;

‘the authors recommend the following:«to the City Commission:

HA :
The Report should be submitted to.3 practising
attorneys within the Tampa-St, Petersburg area
who are deemd to have respective "expertise" ,
‘in the areas of constitutional, tax and municipal
law. . The attorneys should be practitioners as
opposed to strict academicians. They should

‘be chosen by the Commission without influeice

- from either the Church of Scientology or the
‘public at large. They should be neither
"liberal" nor "conservative" but should be
chosen on their ability to analyze objectively
existing case and statutory law in the three
areas suggested. The Commission should request -
‘a short opinion of less than 5 pages from each
attorney. It should conduct a puklic hearing on
the matters, recommendations and proposals set
- forth in this Report and should weigh in its

deliberations the contents of the Reporh as
well as the opinions of the three independent

attcrneys,

The City Comission should anticipate that the 1 L
Church of Scientology will litigate every aspect of this .
Report, their deliberations, thekdeciifsﬁfﬁﬁg"" _
the subsequent enforcement of ordinances and
~ legal proceedings. The Church .of Scientology
will seek to delay, obstruct, and interfere
with every decision made by the City:Commission.
It will "attack", "manufacture threzat", '
-and pursue a "black PR campaign" pursuant to
"its written policy, seeking to discredit the
authors of the Report, the City of Clearwater,
and al) public officials involved. The Church
of Scientology will seek to exploit the judicial
'system to "harass and discourage rather than
to win", in accordance with its written policy,
and will cause the City to expend large sums
of money in order to deal with the problems it
has created. It will immediately sue the -
authors of this Report as well as City officials
pursuant to the aforesaid policy.




The City should proceed to the draftxng and
implementation of the crdinances proposed, .
should ‘conduct public investigations an¢
hearings pursuant to those ordinances and
then institute appropriate legal proceec;ngs
" in court to enforce the ordinances.

The City Commission should allocate at least
$300,000 to finance the anticipated legal costs
necessary to develop, implement, enforce,

-and defend its action.

.

The Clty Commission should retain experienced
trial lawyers, knowledgeable in Scientology :
litigation' to present evidence at the recommended
- public hearings and to orosecute and defend
ant;cipated litigation.

' The residents of Clearwater hould antlcipate

 a costly and vituperative legal battle between

. the City governmen:t and the Church of Scientology:
~during which the Church will utilice every con-
ceivable technicality to delay, obstruct, and
‘interfere with the judicial process as well as

' every weapon to attack and discredic City

officials, its attorneys, and any reszdents who :
act;vely support the City. :

" The City should expect to be successful in the
legal proceedings it institutes, and these pro-
ceedings should effectively prohibit the L
fraudulent practices and abuses cited in this
Report. 'The evidence accumulated in such pro-
- ceedings should result in a forfeiture of _
" Scientology's tax-exempt: status, in the appro-
priate tax proceedings, and the tax revenues
- generated should exceed the costs of any and

all lit;gation.




