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. Church.. .............................................

Congregation.. ...................................

Plan ..................................................

Home A.. ............................................

Dear

This is in response to a letter dated June 28, 1999, as supplemented by additional
correspondence dated May 1,2000, and July 21,2000,  in which your authorized representative
requested rulings on your khalfunder section 414(e) of the Internal Revenue Code (the “Code”).

You submitted the following facts and representations in support of your request:

Home A and Home B (the “Homes”) are non-profit membership corporations which are
entitled to participate in a group exemption from tax under Code section 501(a) by reason of
section 501(c)(3) as entities listed in the Directory of the Church. Home A is a nursing home and
intermediate care provider. Home B is an assisted living, retirement community. The Homes are
operated by the Congregation

The Congregation is organized under the auspices of and shares convictions with the Church.
The Congregation, also listed in the Church’s Directory, is an integral part of the Church by virtue
of the health care ministries it performs pursuant to the central beliefs and tenets of the Church.
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The Congregation sponsors the Homes in that it provides timding, Congregation members are
reqdred to hold the Homes’ corporate ofker positions, and the Congrega&n’s  governing body
appoints Home A’s aud Home B’s Boards of Directors.

In accotdauce with their Articles of Incorporation  Homes A and B are operated as homes for
the aged, in ac.4mhce with the church’s  tradition of charitabIe  worb providing the elderly with
all appropriate residential care, intemMiate and skilled levels of nursing care, aad alI services for
theirwe&&reastheirspiritualaudcorporalneeds~suggest.  TheHomesachieveanintegral
part of the Church’s apostolic mission and service by : (1) testifying  to the transcended spiritual
belie&  cmmming lit%, 5iuf%r&  and death; (2) providing humble service to humanity, partic&Iy
to the poor; (3) striviug for medical uxnpetence  and leadership; and (4) ma&ining fidelity to the
teachings of the Church whik rni&kng to the needs of the whole person

~Planisade~benefitplanspo~redand~tainedbyHomek  HomeBisa
particiiemployerunderthePIan.  ThePIanwasoriginaUye&tiveJanuuy1,1986andhas
been amended to comply with the Tax Reform act of 1986 and subsequent legislation, The Plan
received a de&n&&n  letter  dated June 28,1996,  that it qualified under Code section 401(a).
One or more members of the Congregation are appointed by Home A’s Board of Directors to
serveastrusteeandpIanadministrator0fthepIs.o.

Upontheksuance of a f%vnrable ruling, the Plan will be amended to provide that the
Congregation members as selected  by Home A’s Board wiIl serve on a committee the principal
fimction  or purpose of which is to admi&er the Plan. SpecilicaIly,  section 1.7 will be amended
to define the ‘Wan Admh&mtor” as the Named Fiduciary or the one or more persons appointed
by aad serving at the pleasure of the Named Fiduciary to administer  the Plan. Each such person
must be a member of the Congregation  and the sole purpose or ikction of the Plau. .Admmmor wiU be to adminkter  the Plan. Section 1.7, as ame&ed,  ktber de&es “Named
Fiduciary”  to meau one or more persons having fkiuciary respon&ility  fbr the management and
control of plan assets. This section provides that such persons rm~ be the Board of Directors as
nominated and elected by the Congregation.

Based on the above facts and representations, you request a ruling that as of its inception on
January 1,1986, the Plan satis& the requirementa  of Code section 414(e) and couthutes  a
church plan thereunder.

To quaI@ under Code section 401(a),  an employees’ pIan must meet certain requirements,
including the miuimum participation rules under section 410 and the tnioimum vesting
requirementsuadersection411. Aq~~planmaybesubjecttoansccisetaxlnadersection
4971 ifit does not cornply with minimum timding standards  under section 412. A church plan
deacn%ed  in section 414(e), however, is excepted from these requkemems  unless an election ia
mede in accordance  with seaion 410(d). See sections 410(c)(l)(B),  41 l(a)(l)(B), 412(h)(4) and
4971(a). Further, church pIaos  Mt filing a 410(d) election are not subject to Form 5500 (Annual
Retumkport of Employee Be&It Plan) series sling requirements.
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Codesection4IqeXl)generanydefiaesachutchplanasaphn~~~maintainedfor

its employee (or their bane&ti) by a church or by a convention or association of churches
which is exempt from taxation under section 501.

Code section 414(e)(3)(A) provides that a plan will be treated as a church plan ifit is. .mimtmed by an organhion, whether a civil law corporation or o&wise, the principal purpose
or function of which is the administration  or tkndii of a plan or program for the provision of
retirement benefits or welfhre benefits, or both, for the employees of a church or a convention or
association of churchas, if such organkatiin is controlled by or associated with a church or a
convention or association of churches.

Code section 414(e)(3)(B) pmvides  that an employee of a church or convention or association
of churches shall include an employee of au organizakq whether a civil law corporation or
other&e,  which is exempt &om tax m&r section 501, and which  is controlled by or associated
with a church  or a convention or association of churches.

Co& section 414(e)(3)(C) pmvidea  that a church or a convention or a,ss~ciati~n  of churches
which is exempt from tax under section 501 shall be deemed the employer of any individual
inclded as an employee under subpamgqh (Et).

Code section 414(e)(3)@) provides  that au orgaakation,  whether a civil law corporatior~  or
otherwk,  is “associated” with a church or convention or ass&&n  of churches ifthe
orgauktion  shares common religious  bonds aud convictions with that church or convention or
association of churches.

Code section 414(e)(4)(A) provides that ifa plan established or maktained  I&r its employees
by a church or convention or association of churches which is exempt @om tax under section 501
fiiils to satisfy one or more of the requirements  of section 414(e) and corrects the fkilure within
the correction period, the plan is deemed to meet the rquiremems of section 414(e) for the year
inwhichcorrectionwasmadeandallpfioryears.

In order for an organization that is not itself a church or convention or asmciation  of churches
to have a church plau under Coda section 414(e), that organization must establish that its
employees ate employees or deemed employees of a church or convention or association of
churches under section 414(e)(3)(B). Employees of any organization ma&i&g  a plan are
considered to be a church employee ifthe orgsnizationz  (1) is exempt Tom tax under section 501,
(2) is contmUed by or associated with a church or convention or association of churches, and (3)
provides  for administration or fimding of the plan by an organization descrii in section
WeMW).

Inthiscase,tbeCongregationhasestablishedHomeAandHomeBinfirrtheranoeofitsheahh
we minkhb undertaken pursuant to the ceatrd belie&  and tenets of the church. As indicated

above, the Homes provide residential &&ties  and where necessary, custodiat  and ma-sing care for



tbeaged,achievingan~partoftheChmch’sapostolicmissionbyadberingroand
impartingthespiritualbe~~oftbeChurchoonceming~,sickness,~imd~
providing this type of service, particularly for the poor. The Congre@on and the Homes are
associatedwithtbeChurchasev&nced  bytheirMiagsintheChurchDkztory. TheService
has determined that any organ&tion listed ia the Church’s Directory  is an organ&ion  descrii
in section 501(c)(3) and exempt fkomtax under section Sol(a). Also, any orgakakn that is
listed in the Church’s Directory shares common religious bonds and convictions with the Church
aodisassociatedwah~ChurchwithinthemeaningofCodesection414(eX3XD)andssction
414(e) as a whole. In addition, all of the members of the Boards of Directors of Homes A and B
arecongregationmembetsandareappoimedbytheCongregation’sgoverningbody.

If an organization is exempt ii-am tax under Co& section 501(a) arid is controtkd  by or
associated  with a church or convention or association of churches by virtue of shariug common
religious bonds and convictions, then that organization’s employees are deemed to be Church
employees. Accordingly, since Homes A and B arc associated  with the Church, the employees of
Homes A and B are deemed to be employees of the Church WLZ section 414(e)(3)(B).
Conversely, the Church is deemed to be the employer ofthc Homes’ empioyces  under section
We)(W).

Having established that the employees of Homes A and B arc con&dared church employees,
the~issueiswhethettheplanisadrninisteredbyaco~~thatiscontrolledbyor
associated with a church or arxi association or convention of churches the prh~ipal  function or
purpose of which is the admi&&on or fimd& of a plan, as required by section 414(e)(4)(A).

Section1.7ofthePlanwillbeamewtedtoestabtishaPlanAdministratorwhosesoIefimdion
will be to admi&er the Piau. The Board of Directors of Home A is responsible for selecting the
memberor~oftheCongregationwhocomprisethePlsnAdministratorwhichwiilbe
responsible for the admkktmtion of the Plan. The Plan Admi&mtor is oomroned  by Home A.
Since Home A is a 501(c)(3)  organi&on  that shares  common religious bonds and conviction
withthe~chandislistedinttreDirectoryofthe~~thePkutAQninisaatorrsasan
organizationdesaibedinCode~n414(eX3MA)becauseitiscontrolledbyorassociatedwith
the Church through Home A, and its pkcipal purpose or knction will be the admi&tmtion of
the Plan mah&&cd  for Church employees.

Althoughtheplan~tobeadministeredbyacorrmrineetheprincipalpurposeor~n
ofwhichisto~thePlasthePlanwitlbeamendedtoprovide~rsuchaconmrittee(~
PlanAdS@mtor)&ertheksuance ofthisrukg. ThiscorrectionwiUbemadcwithinthe
applicable  corn&on period. Accordh@y, pursuant to tha a&tori@ of Co& section 414(e)(4),
weconcludetbatthemanisach~hplanundersection414(e)andisdeernedtobeach~hplan
since its inception on January 1,1986,  as of the time the correction is made.

ThisletrerocpressesM,op~nasto~thePlansatisfiffthereq~for
qwlifkation under Code section 401(a). The determkatiin as to witether  a plan is qualitkd
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under section 401(a) is within the jurisdiction of the Manager, Employee Plans Determinations
Programs, and the appropriate Area Office of the Employee Plans Examination
Division.

This ruling is directed only to the taxpayer who requested it. Code section 6110(k)(3)
provides that it may not be used or cited by others as precedent.

A copy ofthis ruling  has been sent to your authorized representative in accordance with a
power of attorney on ffle in this office.

Sincerely  yours,

3IiJ4.T 5L
John Swieca, Manager
Employee Plans Technical Group 1
Tax Exempt and Government Entities Division

Enclosures:
Copy of letter ruling
Copy of deleted letter ruling
Notice 437


