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Foundation Twist: How Families

‘Use Non profit Groups to Cut Taxes

.
. . Continited From Firat Paye
Prospects get invited to an introductory meet-
ing. An ABC representative spends lhree to
four hours explaining the plan, It the prospect
decides to join ABC, he makes an Initial pay-

. ment of $1,050. This pays for 30 hours of in-
struction in how to use the complex legal web

* of foundations and trusts that ABC can create
for him. But he is supposed to promise never to
divuige any of the “‘methods, procedures or
techniques™ used, or the identity of any other
member. X

X After instruction, the new member has the
option of paying $4.200 more to have a non-
profit foundation created fov his benefit, or

paying $3,5¢0 more for the entire AEC Lrpack-,
age” that would take over his business and as-
+ gets. The package normally would include sev-.
. eral related foundations and trusts. ot
{ : A recent prospect for membership in ABC
describes what took place at his introductory’
tneeting. He tirst was introduced by an ABC
member who told him the ABC plan was *‘not &
program to evade ar avoid taxation, but rather
& philosophy, a veritable way of lite. by which
one through serving himselt and his family
would uitimately render a greater than normal

. ‘benetit to mankind." o
: Then the prospect was given a paper of quo-
tations about citizenship, including an excerpt
from a decision by the late Federal Judge
Learned Hand on taxation: ‘Anyone may ar-
range his affairs that his taxes shall be as low
as possible; he is not bound to chosse that pat-
tarn which best pays the Treasury; there is not
gven a patriotic duty to increase one’s taxes.”
The prospect says the ABC package plan
was explained something like this—First,
you establish a trust for a “recognizec beneti-
cial purpase’ under your state’s Jaw. Yot give

. your home and car and possibly a money en- |’

dowment to the trust; these assets are no Jon-
ger subject to state or local real or perscnal
property taxes. R

-~ Thé trust establizshes a nonprofit corpora-

- tlon, or foundation. You sign a contract with
the non-protit corporation that permits it to sell
your servires as a doctor, lawyer. engineer or
whatever. Your patients, clients or employers
pay the nonprofit coarporation 'foc your ser-
vices; the income to the corporation isn't tax-
able income. .

The nonprofit corporation pays you a small
salary and reimburses you for most of your liv-
ing expenses (“‘just about everything except
your booze and cigarets,” says one man famil.
far with the setup). The rest of its income is

" transferred tn a2 second nonprofit organization.
The transaction by which it is trans{erred sup-
posedly changes the income into capital, which
is invested.

The capital accumulated hy the second non-
protit organization prezumably could be used
from time to time for your benetit or ysur fam-
fly's—aa in Dr, Saxon's case, [nr example, in
the form ot educational granis to chiidren in
eollege,

‘ Joining ARC bringzs other benefils. T( ‘one
memher can convince another individual to
vjnin. his foundation reccives a $2,000 “endow-
ment’ out of the fees paid by the new member.
The tivst member's foundatinn also gets $1,000
of the fees paid by any members attracted by

" the tecond member, and $500 of the fees paid
bv the next “gencration™ of members, .

’

- mre handled by lawyvers in his state who are

_ber of ity members are medical men—chiro-

/

‘of ABC says, I thought this (endowrment plan)

“for ABC. (33500 is reserved for “endow-

This arrangenient, says ABC’s Mr. Walsh,
is much like the “referral” system' in many
professions. *“The incentive (to bring in new
members) had to be strong.” he says.

- An Eastern jawyer critical of ABC says, on
the other hand, “IU's the chain letter idea on a
big xcale.” An Tllinais doctor who is a member

was not very professional.”
Legal services in setting up a aew mem-
ber’s foundation or foundations, and his trusts

recommended by Rarrington Institute, a non-
protfit organization that is itsell a member ol
ABC. Mr. Walsh says the legal instruments
that these lawyers tailor to each membher's in-
dividual situation are an “"amalgam® of knowl.
edze that he—and an assnciate he declines to
name—pieced together nver 40 years. Some of
the 1égal expertise, he says, came indirectly
from lawyers involved in some well-known
foundations and trusts.

Mr. Walsh tigures it would take the average
lawyer a year to duplicate the ABC package,
and it would cost between $25,000 and $30,000 in
legal tees.

One ABC member says a significant num-

practors, dentists. general practitioners. and
osteopaths, He says that members are able to

turn over their assets to the ABC-created trust.

yet still control them.

ABC membhers, hnwever, say thal salaried
individuals alsn could utilize the ABC concept
by assigning future earnings to their founda-

tion and having it “vend” their services toy

their employer. The key is to relate the tounda-
tion's tax-exempt purpose to the business or
protession of the member. For example, an in-
surance man who is a member nf ABC controls
a foundation created for “research and devel-
opment In the utilization and insuring of human
life values, both material and non-material.
. . . This, he says, describes his insurance
sales work for a California insurance agency.

Mr. Walsh says nonprofit *civic organiza-
tions™ are to be set up in every county in Titi-
nois. These civic organizations would recruit
members, many of them farmers who would
set up foundations for research and develop-
ment in fond nutrition and related areas such
as caltle-feeding and soil impr 3

Ot the $10.300 membership tee paid tn ABC.
Mr. Walsh says, $3,300 zoes in the form ol an
endowment to Barringten Institute and 33.500

ments™) Mr. Walsh says that Mr. Hayes and
the two other trustees—Richard J. Stephenson
and J. Alton Lauren, both of Chicazo--use the
$3.500 paid to ABC to achieve the **highest and
best good™” [nr ABC's members. Nane of the
trustess receives any maneyv from ABC. says
Mr. Walsh, However, Mr. Walsh says his own
foundation, a member at ABC, receives money
trom ARC for certain services that his founda-
tion provides. He declines to say how much
money.

Mr, Hayes' foundation is called Sales Analy-
sis Tnstitute Foundation ot [tinois Inc. Its em-
ployes teach the 30-hour course for new ABC
members arnund the country. The (oundation
offices are in the same building in Barrnizton
as ABC. The institute is much otder than ABC.
and miieh of its buziness consists of providing
training services for large companies such as

General Motors Corp.



