QUESTION 1-d (i)

_ (1) "We are concerned with the private ownership of Author
Services, Inc. ("ASI'). This_concern is based on an understanding
that the corporation”has private shareholders and that no other
Scientology-related organization_ appears to. retain an ownership
Interest 'in this corporation. Please provide all currently in
force shareholder agreements related to ASI, including any buy-sell
agreements, redemption agreements, voting trusts, or othér similar
Interests 1n control or ownership. Zn addition, please provide all
management or other service-provider agreements currently in force
between_ ASI and other chentolo%x—related organizations. After
resolution of issues relating to Mr. Hubbard®s estate (including
distribution of the residual assets), does the Church intend to
continue to use the services of ASI?

* X X X

The only in force shareholder agreement i1s a Stock Redemption
Agreement between ASI and its shareholders; the agreements for all
current shareholders are enclosed as Exhibit 111-1-C. The
A%reement basically prohibits the shareholders from sellln% their
stock except on separation from employment and then only to ASI for
$1.00 a share. There are no other shareholder agreements relating
to ASI, nor any other buy-sell agreements, redemption agreements,
voting trusts, or other similar interests in control or ownership.

i All of ASI"s outstanding shares of stock are owned by three of
its staff members: Ryland Hawkins (5 shares), Doug Hay (5 shares)
and Hugh Wilhere (5 shares). Each of these shares is subject t0
the above redemption _agreement and each share bears a legend that
restricts transfer of the shares. See shares at Exhibit IM1-1-D.

_The only reason ASl 1issued stock was to comply_ with
requirements “of California corporate law. ASI was originally
separately incorporated so that Mr. Hubbard®s literary affairs
were managed by an entity that was not part of the_Church. ASI's
shareholders have_ never_received any personal benefit as a result
of their ownership. of i1ts stock. They _never have and never will
receive _any dividend. or other distributign of profits
compensation, expense reimbursement or other benefit as a result of
their status as shareholders. (They do receive caompensation and
other benefits for their service as full time staff of ASL on the
same terms_and conditions as other ASI staff.) All changes in share
ownership in the past have followed the share redemption “agreement.

There i1s an in force service-provider agreement between_ ASI
and_Mr. Hubbard®"s estate and Author®s Family Trust. This is_a
Business Management Agreement dated March 1, 1986, which 1is
enclosed as Exhibit I1T-1-E. As a result of ASI"s extensive
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experience in managing Mr. Hubbard®"s properties, Author®s Famil
Trust and _his estate entered into this Business Managemen
Agreement with ASI.

Following the resolution of issues relating to Mr. Hubbard®s
estate and the distribution of the residual assets to CST, 1t is
expected that ASI*s ownership structure will be changed at that
time by making 1t_a wholly-owned subsidiary of CST and that the
Church” will Continue to "use the services of ASlI. There 1is,
however, some _uncertainty on exactly what_the arrangement between
ASI and CST will be and ‘the final resolution will bé monitored b
an overriding concern to protect the exempt status of the_Church,
jBSt as the original formation of ASI was arranged as discussed
above.
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Question 1-d (i)

An _individual owned stock iIn New. Era Publications
International _ApS Tokyo prior to _its acquisition by NEP. Please
identify the individual and describe the sale or transfer of the

stock tO MSP.

_There were two_ individuals who owned stock in New Era
Publications International ARS Tokyo. The majority shareholder was
Makoto Jimbo who owned 270 shares and the minority shareholder was
Toru Hoshino who owned 30 shares.

Neither Jimbo nor Hoshino are Scientologists or have or had
any connection to the Church or a Scientlogy-related entity other
than_as discussed here. They were originally hired by New Era
Publications International ApS as consultants to assist in the
edit, publication and distribution of Mr. Hubbard®s books in Japan
-_which was a new and unfamiliar territory for New Era at that

time.

While worklnq:'for New Era, Jimbo_ and Hoshino formed a
publishing company Tor the purpose of publishing the book they were
then working on, which they called New™ Era Publications
Internationa ApS Tokyo. Neither New Era _nor any other
SC|entology—related organization was aware of this fact that they
had formed” this corporation with New Era®s name.

When New Era learned of this corporation, i1t decided that it
should acquire this existing corporation and use i1t to publish Mr.
Hubbard®s "books in Japan.

The sale was concluded in March of 1991 and resulted in the
unconditional conveyance to New Era of all shares of New Era
Publications International ApS Tokyo, including all i1ts assets
which consisted_of 3,000,000 yen cash (the equivalent of $22,400)
as paid-in capital. New Era“s purchase price was equal to_the
corporations paid-in capital, or 3,000,000 yen. Jimbo received
2,700,000 yen (the equivalent of $20,200) and Hoshino received
300,000 yen (the_ equivalent of $2,200). _In addition, Jimbo
received ~the ‘equivalent of $3,000 for  his initial expenses
establishing the company.
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