Church of Scientology Asia Pacific Region


Office of Special Affairs
Inquiry Into The Definition Of Charities

And Related Organisations
C/‑The Treasury,

Parkes Place,

Parkes, A.C.T. 2600,

14 January, 2001

Dear Sir,

We refer to your Issues paper ("the Paper") headed "Inquiry Into The Definition Of Charities And Related Organisations" and your invitation for submissions to be made in respect of that Inquiry.

Whilst the Inquiry is concerned with "definitional issues" generally those "definitional issues" are presumably most particularly relevant to the income tax law, and it is with that law that this letter is concerned.

Whilst the Paper stated that submissions should be made no later than 31 December 2000, your press release of 14 December 2001 advised that you are prepared to accept submissions lodged after that date provided they are lodged by 19 January 200 1.

The Church of Scientology ("the Church") is an Australian religious institution which has a physical presence in Australia and which incurs expenditure and pursues objectives principally in Australia. As a consequence all the income derived by the Church is exempt from Australian income tax. 
The Church is satisfied with this aspect of the Australian income tax law and does not believe that this aspect of the Australian income tax law ‑ so far as it is concerned ‑ requires amendment.

It submits that it is a fundamental feature and expectation of Australian society that religious institutions should not be subject to income tax.

It is also submitted that for organizations, such as religious organizations, that perform a wide spectrum of charitable activities, it is not appropriate to define the various activities differently (or to attempt to distinguish between commercial and non‑commercial activities undertaken by the religious organization).

Commercial activities undertaken by a religion are always ancillary to the religion; they are designed to enable the furtherance of the religion (and associated charitable activities undertaken by the religion). As Murphy J. stated in the Church of the New Faith v. Commissioner of Pay‑roll Tax (Vic.) 83 ATC 4652 "Commercialization is so characteristic of organized religion that it is absurd to regard it as [disqualifying a religion]".

It is submitted that all of the activities undertaken by a religion should be regarded as being integral to the religion, and should not be discretely treated for income tax purposes. Not only would any such treatment be contrary to community expectations, but would introduce further technical and administrative complexities into the taxation law.

Notwithstanding our general acceptance of the current tax law there are a number of overseas entities associated with the Church, which are not exempt, or may not be exempt, from Australian income tax since they do not have a physical presence in Australia.

In particular there are various overseas affiliates of the Church either being its parent church, or various entities established to support that parent church and other churches affiliated with that church, which provide services to the Church. Various payments are made to these overseas affiliates. Royalty withholding tax might be payable in respect of some of these payments so made.

It is submitted that payments made by a charity (including a religious organization) exempt from Australian tax to an overseas institution (which is exempt from tax in that overseas jurisdiction) should not be subject to Australian tax (including withholding tax).

Such an exemption would reflect the policy of Australian tax law ‑ that is, that n Australian charity (including an Australian religious institution) should not be subject to taxation. Given that normally a payee requires a payer to absorb withholding tax the imposition of withholding tax on a payment made by an Australian charity is in substance normally the imposition of a tax on that Australian charity.

Whilst this is the case in respect of withholding tax generally, the effective imposition of tax on an Australian charity might be said to be particularly contrary to the spirit of the tax law, where tax is levied on a payment made by one charity to another (albeit that that other charity does not have a presence in Australia).

Yours faithfully,

Rev. Vicki Hanna

Church of Scientology
