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[From the Wall Street Journal, August 28, 1967]

" FounpATION TwisT: How FAMILIES CREATE ORGANIZATIONS To Cur THEIR
LIABILITY FOR TAX; GROUP GIves 30-HoUR COURSE THAT TEACHES ITS MEM-
BERS WAY To REvVAMP FINANCES; BUT PROBER DoUBTS LEGALITY

(By Byron E. Calame)

Dr. M. R. Saxon, a general practitioner in Aurora, Ill., took a job last year as
the salaried ‘“medical administrator” of a nonprofit foundation engaged in
research and development in the fields of “health, education and welfare.”

Though his salary is less than the revenues from his medical practice, Dr.
Saxon concedes that taking the job was no financial sacrifice.

Why not? Dr. Saxon has continued to treat the same patients with the same
equipment in the same office building as before. However, there’s one big differ-
ence: Now, the nonprofit foundation collects all his fees, in turn providing him
with a house, a car, a retirement plan and insurance—all tax free. Mrs. Saxon,
her husband’s nurse, is employed as the foundation’s “assistant medical adminis-
trator.” And the Saxons’ four children are attending college on educational grants
from the foundation.

The foundation contributes more money to charitable causes than Dr. Saxon
did personally. But, the doctor says, he winds up paying “substantially” less in
income taxes than he did before.

EASY AS ABC

Where did a medical man pick up such sophistication in the nation’s complex
tax laws? From a nonprofit membership trust called Americans Building Constitu-
tionally, or ABC. Dr. Saxon paid a $7,000 membership fee to join ABC shortly
after it was formed early in 1966. (The fee was raised to $10,500 last May 1.)

An ABC trustee says the organization is “Henry Fordizing”—or mass produc-
ing—Ilegal and tax expertise long available only to the wealthy. In little more
than a year of existence, this trustee says, ABC has helped more than 800 mem-
bers in nearly all 50 states establish nonprofit foundations and related trusts that
lessen the income, property and estate taxes the members pay.

ABC’s purpose is to “awaken the average creative person” to the benefits of
‘“restructuring” his business and estate on a not-for-profit basis, says Robert D.
Hayes, a Barrington, Ill,, sales training expert and one of AB(’s trustees. Wealthy
families recognized early in this century, Mr. Hayes says, that the principle of
tax exemption for nonprofit endeavors “provides a means of giving people a
chance to benefit mankind and have certain advantages.” He adds: “If it’s legal,
moral and ethical for them, it ought to be ethical for everyone else.”

At a time when Congress is considering tighter controls over tax-exempt foun-
dations, ABC is attracting the attention of some state and Federal officials. Cali-
fornia and Illinois officials and a Congressional subcommittee are known to be
poking into ABC’s affairs.

UNANSWERED QUESTIONS

In California, the state attorney general has taken legal steps to try to require
two ABC members, B. Douglas Fahy and Charles R. Billings, both Long Beach
insurance men, to answer 33 questions about the trust’s operations. The members
so far have declined. Deputy Attorney General Lawrence R. Tapper has told a
state court that he “had reason to believe that information furnished by ABC
to its members regarding the creation and use of charitable trusts and founda-
tions was false and misleading and thereby inclined to lead its members into
activities which would subject them to civil and criminal liability.”

Messrs. Fahy and Billings have denied that Mr. Tapper’s statement is accurate.
In a reply filed in the court by an attorney for the two members, they deemed it
“shocking that the citizens of the state of California should be summoned to
sweeping and undefined inquisitions such as is sought by the head of the (state)
department of justice.” Mr. Hayes, the ABC trustee, calls the organization’s activi-
ties “legal and sound.” James R. Walsh Jr. of Chicago, a law school graduate who
plays a big part in ABC though he has no title and isn’t one of its three trustees,
says the California attornely general is “whistling in the dark.”

Mr. Walsh emphatically denies any suggestion that ABC’s plan is a tax dodge.
“I'm going to program that out of your mind,” he says to an interviewer.



