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s trient of the Treasury. Inumal Reemcs«vm . : - - -Prepare In
onm 6018 . Depar ' :

Consent to Proposed Adverse Action | Dupicate
(All references are to the Internal Revenue Codel : .
pm ol Lsrett Determinaiion 1.etier

»,

Dawe of Proposed Adverse Action Letter.

6. APR 1982

___,,..--

JBLLAL. | consent ta the praposed adverse action relative to the above orgnization or lﬂaﬂ- = *h°“’" bV the b°'m) checked b"'mw !
Wm derstand Unat if Siction 7428, Declaratory Judgments Relating to Status and Classification of Organizations under Section 50%(c)’
(3) stc.ior Szction 7476, Dec]a;mo[y Judgments Reiaung to Oual fi tcauon o( Cenam Rememem Plans. apuhei. ' NV'-' the right to

N : . B e e

NATURE OF ADVERSE ACTION

_Revocation of exemption, effective

Moditication of exempt status, effective

Classification as a privare founration (section 509(a)), effective

7

Classification as a non-operating foundation (section 4942(j)(3)), effective - -

Non-qualification under section 40142)

Classification as an organization described in section 509"(8_3 {71, effective

Classification as an organization described in section 170(b)(i)(A,( ), 'effecifve .l e -

{Signature instructions are on the back of this form.)

Date

Date

Form 6018 .(_8'1791




. 2. We oonsidered your appeal.o :
L Direotor. ‘The paragraph(s) oheoked below :lndionte(s

_ Revenue Code is:

uonfirmed

“on Form
" your key: Dlstriot Direotor, ; ‘
this letter. unless a'reques :fol. extans o_

EI
D
You have ne liab
above years. :

Your liability for exoisa- taxes unde
year(s) vas properly repOrte on you

-4
D
D
D
D

- -':You may direct questions_-, bout’ the :decision.t
'.telephone number are shown’ ‘above,




 SUPPORTING. STATEMENT
Organization:

I. & II. ISSUE AND pnoeosnns FOR SETTLEMENT'

l. Whether the subject Organizatxon should be". recognized as . L
. exempt from Federal Incomé Tax under IRC. 501{c){9):as a’ voluntary
- employvee's beneficiary association: "(VEBA) ‘providing for.the'.
payment of life, sick, accid dent, or other benefits to’their -
members 'if po part of the net" earnzngs inures ‘to - the benef;t of
any private shareholder or 1nd1vidua1 : L

: .I'\' .:. .-'“

the Government sball

'

1(a). " For the reasons set out below,'
make RO concession on this issue.r.

III. & IV, FINDINGS OF’ FACT AND'LAW AND. ARGUMENT.

1s a trust S
N o o
Fto?-provide ‘certain SRR
welfare benefits to include.but: not:Iimiteqd’ to’ a‘group medical oy

plan for the exclusive! benefit' 'of tha" partners,. associate: e

-attorneys, -and permament: staff- employees ; iThet empJ.oyer W:Lll :"--.'
manage and admmlster the plan -asxthe- ‘Plan el

*

The organlzuclon indicates ,‘t:he' foll
employees el:.g; ble for coverage.ru

: R mdividual'
- For Period - = - -._,311 ible

~in the a 11catlon For Exempt::.on Form 1024 " the organizatlon
~staced that ﬂ people were-entitled. to receive ‘benefits and’ that -

- 'l people other than employees ;and ‘their - dependents were ent*tled
 to recelve benefits..,

questionaire- by. the: Dlstrlct _
ation responded:that ‘th shymber cof ‘eligible’, m. " . i

| m‘a”m“als was [lll; Il employees 'y ‘Gthers. which: mcluded._-__',,_ SN

: (4“-)f general. partners who' recelved- a‘percentag 'iof the - Fzrm'
profi g A

~{B) hmzted partners who receive a- fix'ed compensatlon'and
| percentaFe of the Firm's prof:.t.

(C). of Counsel will recelve & f1 ed _compensatmm
. D) Spec1a1 Partners who recelved ‘& fixed”compensation.
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The Plan also provides for Employee Tprm Life Insurance and
Accidental Death and Dismemberment Insurance baskd upon the

following classification;-: S e T
(1) Attorneys at law .under. age 70 _ S '-.‘ o S
(2) Supervisors and Paralegal employees uhder age 70 L e

(3) Clerical employees under age 70 other than" those in class 2
. (4) Enmployees age 70 but than less than age 71 on the effective
i date of May 1, 1981 _
a {5) Employees age 71 but less than age 72 who were age 70 and -
over on the effective date of ‘May 1, l981.,;n,n~': L
(6) Employees age 73 but less thani.age 72 who were-age 70 and
over on the effective date of May 1, 198Y /-~ = 7 Ti-
(7) Employees age 73 but less than.age 74 who werpzage 70 and “
over on the effective date May 1, 1981 .
(8) Employees age 74 but less than age’ 75 who were age”70.and
over on the effective date May 1, 1981 : COVET I
(9) Employees age 75 but less:than age 76 who were _age 70 and
over on the effective date May 1, 1981, . R

Employee Life Insurance schedule of benefits.

L Llass Basic Amount ‘_'-nfuw'g: Maximum Amount
1 Bl: of annual eurnmgs .f"$' SR
e 2 % annual earninqs ﬁ;‘ff L
i, 3 e 2 P . ‘
5
6
7
8
9

Section I Paragraph Bl of ‘the. Trust agreement provzdes-r'
"The employer shall manage and administer the: plan.as the plan
administor, hereinafter called the Administor.  Section III
paragraph of the truct agreement provides "the trustee
shall from time to time; on the written directions of the
Employer, make distribution ‘from the trust to such persons, in. ,
such manner, and in such"amounts. and for such purposes as may be -
specified in such girection, and shall'on written ~irection of
the emplover from time to time make. ‘distribution trom- the trust
to the Plan's Be ent thecking account with
in such amounts as- .
may be specified in such girections.. . The trustee shall be. under -
: no liability for making any dzstrzbutzon pursuant to the  :
o~ direction of the employer and shall be under no duty-to make -
inguiry as to whether distribution’directed by the employer is
. made pursuant to the provisions of the Plan. The trustee shall g
- not be liable for the proper application of any part of the trust ,
if distributions are made.in accordance with the-written -
directions of the employer nor .shall the:trustee be. responsible
for the adeguancy of the trust fund td ‘meet and- discharge ‘any: and
~.all PBYNEnts and llabilities under the Plan"-vw:__; i
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N ‘Law ‘and Af§dméht"f' ' . LfH;?;-
Section 1.501(c)(9)-1 bfféhé:;nébﬁef?a;;heégiaiiéaibfgvidég' T
that an organization must meet all of the following reguirements: em...
(A). The organization is an employee's: assogiation, - S -
(B) Membership in the association . is®voluntary,. - . - -*

(C) The organlzation‘pays'for;theflifer"sickpiaécideht;i6f o;he;_f o

benefits to its members or their dependents or designated .
beneficiaries, and substantially all of its operationsg are. in
furtherance of providing such benefits,-and" .. .. . . |
(D) No part of the net earnings of the organization inures,
other than by payment of the benefits referred to ‘in paragraph
(C) of this section, to the benefit'of any private shareholder or

e e e g 1 1
e RN R 0
,

ETESH e T

individual.

provides that membership of an organization described in Section
501(c)(9) must consist of individuals who become entitled to
participate by reason of their being. employees: and whose. -
eligibility for membership is defined.by reference to cbjective =
standards that constitute an employment-related common-bond among . ' -’
such individuals. Also, whether:a group of 'individuals is . . - "
defined by refexcace to a. permissible standard'or standards iz'a
question to be determined with regard to-all:the facts and .

s

'An asscciation will b'e:.'éohs‘iaé;':é'dt{ to -_5éf6qﬁp‘os.ed‘ : of - o
employees 1f 90 percent of ‘the.total membership .of the . .. ..
association on one day Qf'eacn'quarter“°fWth€f§559Qiati¢ﬁs!--.

taxable ye_ar.con_siﬁst. of : employeesv_;__{,'., SN e e e T
- Regulations 1.,50i(ec)(9)-4(b) Disproporitidnate bensfits, -

"For purposes of Suhsection(a), the payment to any member of
disproportionate benefits, where. such’ payment: is not pursuant to
objective and nondiscriminatory standards, will'not be considered
a benefit within the meaning. of Section.1.501(c)(9)~3 even though
., the benefit otherwise is one of the type:permitted by that - . .

. Section,For example, the payment to highly. compensated personnel

~ of benefits that are‘disporportionateiiq!relationﬁtogbénéfits
" received by other members of the association will:constitute

prohibited inurement.. Also, :the payment: to'similarly situated
employees of benefits that differ in kind or amount: will =~ .
constitutz prohibited inurement unless the'difference . can. be
- Jjustified on the basis of objective and reasonable standards
... adopted by the association or on'the basis of .standards-adopted.
pursuant to the terms of a.collective .barganing agreement, - 1In
general, benefits paid pursuant. to:standards or. subject' 'to L
. conditions that do not prpvige for disporportionate benefitsito

officers, shareholders, or highly:compensated employees will not
be considered disporportionate.: | [ n L o T e s




dlspotPOrtionate ben ~& }"J weurs ;i;;v wcyuube
shareholders and hi SR ! 1
employer constitutes inurement.

1v, CONCLUSION'

exempt status of
be denied.




