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Dear Applicant:;

We have considered your applicatidn for exemption from
Federal income tax under section 501 (&) (9) of the Internal
Revenue Code of 1986, You do not qualify under that mection of
the Code for the reasons explained beiow.

1

You are a trust created on

our purpoge 1s to receive and adminigter funds contributed in
accordance with collective bargaining agreements. You provide
health benefits on a self-insured basis with a stop loss
insurance policy. You also provide vision, dental and life
benefits. You cover a broad spread ofi businesses. Thesge
busineases include appliance stores, hardware stores, cabinet
makers, and various other retail stores; also ministers, school
teachers, ‘janitors, bookkeepers, various clerical people, nurses,
podiatrists, and real estate brokers iand salespersons, Employers
in and ) contribute to
your trust for medical bemefits for their employees. Thaere are
employees covered by your plan, :ingluding active

corporate ‘officers and managers. You istate that thexe are no
partners or other self-employed individuals coverad bi the

rograms. Your trustees include ,
SRS - .

Y i e of :the -
.  He was also a- :
» was incorporated
to promote mutually advantageous relations betwsen members of the

and labor organizations through collective bargaining .
E‘yem for and on behalf of its members. The
membership fee for (NN renbership is per month for




|

each emilo‘ee coiered bi a collectivefﬁargaining agreement. g

» ) was creatled and ts first
- oLlficers in 4N . Its geographical
Jurisdiction is all S o .
Membership;dues are § , ;811 withheld by payroll
deduction and paid under collective bargaining agree ents, Under

, of the » A person
shall only be eligible for nomination: (for office) if he/she has

attended at leasgt embership meetings in the

@W:onchs pPrior to the time of the nomination, unless excused in
writing by b e =y

Tou have furnished O rcpresentative copies of .
collective bargaining agreements h has eatered into with
employers and employers’ associations) | Generally the collective
bargaining agreementsg require the empldyees to join the union to
be eligible for medical coverage from:you. One collective
bargaining agresment was furnished_showing that coverage under
the medical plan was not part of the agreement. The agreements
cover wages, vacation days, working conditions and grievances.
It waa indicated that one agreement showed that a wage increase
was negotiated. Another, was with a union to provide

Tepresentation solely with respect toimedical benefits,

You have furnished data showing $QW;members for (
). One entry suggested to us i that )
had joined the:trust ag a sole employer
member, iave responded that he joined with an addendum to
the master collective bargaining agreement with
and furnished a copy:of the bargaining agreement
and the addendum. The data also has ailarge category of members
under the heading of self-employed. _ will negotiate
with associations of businesses to rep¥esent their employees on
working cohditions and coverage under: your medical plan. The
member companies will have to sign an; addendum to be included in

the plan. L

For the calendar year ending ;t ) you had
gross receipts of SUNNNNNN. You paid health
benefits, ¢ legal fees and - in other expenses,

wag created. It 1s located at
the game address as




beneficiary
sick, aceident,
tion or their
rt of the net
through such

de
individual T or

Section 1.501(c) (9)-2 of the Regulations provide,

(a) Mémbership--(1) rn general, :The membership of an
organization described in gection 501(c) (9) must conmsist of
individuals who become entitled to i
being employees and whoge eligibili
by referen¢e to objective Standards
employment-related common bond among such indivi
Typically, those eligi rship:in an o
described in section defined by reference to a
common employer (or affiliated employers), to coverage under one
or more collective bargaining agreements: (with reaspect to
benefits previded by reason of such agreement (s)), to membership
in a labor unien, or to membership inidné or more locals of a
national or international labor union;; For example, membership
in an asso¢iation might be open to all employees of a particular
employer, or to employees in specifiedijob classifications
working for certain employers at specified locations and who are
entitled to benefits by reason of one!or more collective
bargaining, agreements. In addition, employees of ons or more
employers engiaged in the same line of Business in the Same
geographic locale will be considered td share an

i

employment-xelated bond for Purposss of an organization through
which their employees provide benefits . Employees of a labor
union also’'will be considered to shar?jan employment-related
common bond with members of the union, !and employees of an
association will be considered to share an employment-related
common bond with members of the association. Whether a group of
individuals is defined by reference toial permigsible standard or
standards is a question to be determinéd’ with regard to all the
facts and circumstances, taking into account the guidelines set
forth in this paragraph, Exemption will not be denied merely
because the membership of an association! includes some
individuals who ara not employees (within the meaning of
paragraph (b) of this section), provided! that such individuals
share an employment-related bond withgghp employee-members. Such
individuals may include, for example, the proprietoxr of a
busineas whose employees are members of the association. For
purposes of the preceding two sentenceg,;an association will be
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considered to be composed of employeeégif 90 percent of the
i t
membe;sh;p;of the association on one day of each Quarter of tgzal
assoclation’s taxable year consists of lemployees (within the
meaning of 'paragraph (b) of this section) .
1.501(c) (9) -4 Voluntary employees’ beﬁéficiary associations;
inurement . by

(a) ngeral.rule. No part of thé net earnings of an
employees’ association may inure to the benefit of any private
shareholder or individual other than through the payment of
benefits pérmitted by Sec. 1.501(c) (9)43. The disposition of
property to, or the performance of services for, a person for
less than the greater of fair market value or cost (including
indirect costs) to the association, other than as a life, sick,
accident or other permissible benefit ieonstitutes prohibited
inurement. Genexally, the payment of:unteasonable compensation
to the trustees or employees of the asgociation, or the purchase
of insurance or services for amounts in excess of their fair
market value from a company in which éne. or more of the
association’s trustees, officers or fiduciaries has an interest,
will constitute prohibited inurement.: {Whether prohibited
inurement has occurred 1s a question £o be determinad with regard
to all of the facts and ¢circumatances; itaking into account the
guidelines get forth in this section.; iThe guidelines and
examples contained in this section are not an exhaustive list of
the activities that may constitute prohibited inurement, or the
persons to whom the association’s earnings could impermissible
inure. See Sec. 1.501(a)-1(c). P

Section 7701(46) of the Code pro&id@s "Determination of
whether there is a collective bargaining agreement. #*+%, An
agreement shall not be treated as a collective bargaining

- agreement unless it is a bona fide agreement between bona fide

employee representatives and 1 or more:employexs."

In T. D. 7750, 1977-2 C.B. 338, | The Preamble to the final
regulations under section 501(c) (9) ofithe Code states that
"allowing section 501 (c) (9) to be uzmedias a tax-exempt vehicle
for offering insurance products to unrelated individuals :
scattered throughout the country would:undermine those provisions
of the Intarnal Revenue Code that presc¢ribe the income tax
treatment of insurance companies.* !

. FI
Whethar a group of individuals is;defined by reference to a
permissible standard or standards for{@embership in a 501{c) (9)
organization is a ¢uestion to be determined with regard to all
the facts and circumstances in the case.
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can not provide Edna fide representation of

employees in . . Members of

can not participate in the monthly meéting in

the travel requirements. Therefore, they can not run
in the union. >y

becauge of

payroll deductions for union dues this
madical coverage, The cate
nexplained as well a

g medical coverage. Un :

circumgtances, it is apparent ‘accepts memberships in
its local to aid the ingurance business and not to better the
working copditions of its members. Sée American Postal Workers
Union, AFL-CIO v. U.S. (1991) 925 F2d:480. Your plans are not
collective!bargaining plans. R

Without collective bargaining status, your members have no

yment related common bond within; the meaning of 1.501(c) {9) -

2 of the Regulations. .
. aving over to NESENSNINNEE -nd the

the dues and fees paid
nt under section
gulations as your' trustees are officers of
these organizations and the sole benefit is medical coverage.

Accordingly, you are not an orgahization described in
section 501(c) (9) of the Code and you! are raquired to file

‘Federal ingome tax returns. “
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¥You have the right to protest this ruling if you believe it
is incorrect. To protest, you should: gubmit a statement of your
views, with a full explanation of youfireasoning. This
statement, signed by one of your officers, must be submitted
within 30 days from the date of this létter. You also have a
right to a conference in this office after your statement ie
submitted.” You must request the conference, if you want one,
when you file your protest statement.! !If you are to be
represanted by socmec¢ne who is not one! 0of your officers, that .
person will need to file a proper power of attorney and otherwise
qualify undexr our Conference and Pract;c;g Requirements.
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If ‘we do not hear from yeu within 30 days, this ruling will
become final and copies will be forwarded to your key district
office. Thereafter, any questions about. your federal income tax
status shouyld be addressed to that office.

When sending additional letters £d us with respect to this
case, you will expedite their receipt !By:using the following
address: = ol _

Internal Revenue Service
Attn: CP:E;EQ:T-5, room 6539
1111 Congtitution Ave, !N.W,
Washington, D.C. 20224

If you have any questions, pleasé?céntact'the person whose
name and telephone number are shown ingthe heading of this
letter. L

v
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Si@éerely,

gy a0

Gaiiand A. Carter
Chief, Exempt Organizations
Technical Branch 5




