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This is in response to a ruling request dated January 19,
1999, as supplenented by additional correspondence dated March 3,
1999, March 17, 1999, April 6, 1999 and April 30, 1999, in which
you request a ruling concerning whether Plan X qualifies as a
church plan under section 414(e) of the Internal Revenue Code.

The followng facts and representati ons have been submtted
on your behal f:
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Managenent Conpany L was incorporated in 1996 as a nonprofit
heal th care nmanagenent organization to plan for and oversee the
creation and operation of an integrated health care delivery
system for its sole corporate nenbers, Corporation M and
Corporation N. Corporation Mis affiliated with Church D and
Corporation N is affiliated with Church C. The health care
facilities of Corporation M and Corporation N under Managenent
Conpany L's managenent, retain their individual identities as
Church C or Church D organizations. Mnagenent Company L's board
of trustees has eighteen voting nmenbers. Twelve of the nenbers
are appointed by Corporation N and five of the menbers are
appoi nted by Corporation M The final voting nenber of the board
is the president/chief executive officer of Managenent Conpany L.
Managenent Conpany L is an organization described in section
501 (c) (3) of the Code which is exenpt from federal inconme tax
under section 501(a). Managenent Conpany L is listed in Directory
M which is the official directory of Church C organizations.

Corporation N is an organization described in section
501 {c) (3) of the Code which is exenpt from tax under section
501(a). Corporation N s mission as stated in its bylaws is to
operate in conformty with the mssion of its sole corporate
menber. That mission is to nurture the healing mnistry of Church
C by bringing it new life, energy and visibility in the twenty-
first century. Corporation N proposes to further its mssion by
pronoting "the health and well being of the people in the
communities it serves through a conprehensive continuum of
services provided in collaboration with partners who share the
sane vision and values". Corporation N and each of its health
care facilities are operated in accordance with the Ethical and
Religious Directives for Church C Health Care Services.
Corporation N is also listed in Directory Mwhich is the official
directory of Church C organi zations.

Corporation M is an organization described in section
501(c) (3) of the Code which is exenpt fromtax under section
501(a). Corporation Mis a health care organization listed in
Year book Y, the yearbook of Church D. Corporation Mis included
in Yearbook Y along with other health care organizations
affiliated with Church D

Article I, Section 2 of the bylaws of Corporation M provides
that the primary purpose of Corporation Mis to pronote the
whol eness of mankind, physically, mentally and spiritually in a
manner which is consistent with the philosophy, teachings and
practices of Church D

Article I'l, Section 3 of the bylaws describes the
constituency of the board of trustees, the governing body of
Corporation M There are currently 15 individuals serving as
trustees of Corporation M The byl aws adopt very specific
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requi rements for persons wishing to serve on the board of
trustees. Each is required to be a nenber in good standing of
Church D and a majority nust be conprised of persons who are
nmenbers of specific denom national constituencies, boards or
executive commttees of organizations that are listed in Yearbook
Y. In addition, one of the nenbers of the board nust be the

presi dent of Corporation M A second nenber nust be the president
of the Rocky Muntain Conference of Church D. A third menber nust
be the president of the Md-Anerica Union Conference of Church D

Article Il, Section 4 of the bylaws provides that nenbers of
the board shall be elected by a majority vote of the board. The
byl aws further provide that only individuals possessing the
qualifications outlined in Article Il, Section 3 may be el ected.

Managenent Conpany L established Plan X as a profit sharing
plan for its lay enployees and the |ay enployees of Corporations
M and N effective January 1, 1998. Plan X is intended to qualify
under section 401(a) of the Code. There are no enpl oyees of any
for profit or taxable nonprofit entity that currently participate
in Plan X. Plan X is operated under the authority of Conmttee C,
a conmttee appointed by the board of Managenent Conpany L. The
sole function of Conmttee Cis to admnister Plan X. Committee C
has the duty to perform any and all acts necessary in connection
with the admnistration of Plan X. Committee C is conposed of
three nmenbers who are appointed by the board of Managenent
Conpany L. Menbers of Conmittee C serve at the pleasure of the
board of Managenent Conpany L.

Based on the foregoing facts and representations, a ruling
is requested that Plan X is a church plan within the meani ng of
section 414 (e) of the Code.

Section 414(e) (1) of the Code defines a church plan as a
pl an established and naintained for its enployees (or their
beneficiaries) by a church or by a convention or association of
churches which is exenpt from taxation under secton 501 of the
Code.

Section 414(e) (3) (A of the Code provides that a plan
establi shed and maintained for its enployees (or their
beneficiaries) by a church or by a convention or association of
churches includes a plan naintained by an organi zation, whether a
civil law corporation or otherwi se, the principal purpose or
function of which is the admnistration or funding of a plan or
program for the provision of retirement benefits or welfare
benefits, or both, for the enployees of a church or a convention
or association of churches, if such organization is controlled by
or associated with a church or a convention or association of
chur ches.
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Section 414 (e) (3) (B) of the Code defines "enployee" to
include a duly ordained, conm ssioned, or licensed nmnister of a
church in the exercise of his or her mnistry, regardless of the
source of his or her conpensation, and an enpl oyee of an
organi zation, whether a civil law corporation or otherw se, which
is exenpt from tax under section 501, and which is controlled by
or associated with a church or a convention or association of
chur ches.
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Section 414(e) (3)(C of the Code provides that a church or a
convention or association of churches which is exenpt from tax
under section 501 shall be deenmed the enployer of any individua
i ncluded as an enpl oyee under subparagraph (B).

Section 414(e)(3)(D) of the Code provides that an
organi zation, whether a civil law corporation or otherwise, is
associated with a church or a convention or association of
churches if it shares comon religious bonds and convictions wth
that church or convention or association of churches.

In order for an organization to have a qualified church
plan, it must establish that its enployees are enployees or
deened enpl oyees of the church or convention or association of
churches under section 414(e)(3) (Pi) of the Code by virtue of the
organi zation's affiliation with the church or convention or
associ ation of churches and that the plan will be adm nistered by
an organi zation of the type described in section 414 (e) (3) (A).

Managenment Conpany L and Corporation N are organi zations
described in section 501(c) (3) of the Code that are exenpt from
tax under section 501(a). Both Managenent Conpany L and
Corporation N are listed in Directory Mwhich is the officia
directory of Church C The Internal Revenue Service has
determ ned that any organization listed in Directory M shares
common religious bonds and convictions with Church C and is
deemed associated with Church C within the nmeaning of section
414(e)(3) (D) of the Code. Therefore, pursuant to section
414(e)(3)(B) and (C) of the Code, the enployees of Managenent
Conmpany L and Corporation N are deened to be enployees of Church
C and Church C is deened to be the enployer of such enployees for
pur poses of the church plan rules.

Corporation M is an organization described in section
501(c)(3) of the Code which is exenpt from tax under section
501(a). Corporation M is associated with Church D by virtue of
sharing common religious bonds and convictions as evidenced by
t he foll ow ng:

Corporation Mis listed in Yearbook Y. Corporation Ms
bylaws provi de that Corporation M is required to operate in a
manner consistent with the philosophy, teachings and practices of
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Church D. Corporation Ms board nenbers nust be nenbers in good
standing of Church D and a mgjority nmust be nenbers of specific
denom national constituencies, boards or executive conmttees of
organi zations that are listed in Yearbook Y and therefore
recogni zed by Church D as related organi zations.

Accordingly, pursuant to section 414(e) (3)(B) and (C of the
Code, the enployees of Corporation M are deened to be enpl oyees
of Church D and Church D is deened to be the enployer of such
enpl oyees for purposes of the church plan rules.

However, an organi zation nust also establish that its plan
is established and maintained by a church or a convention or
associ ation of churches or by an organization described in
section 414(e)(3) (A) of the Code. To be described in section
414(e) (3) (A of the Code, an organization nust have as its
princi pal purpose the admnistration of the plan and nust also be
controlled by or associated with a church or a convention or
association of churches.

Plan X is admnistered by Commttee C. Commttee Cis
appoi nted by the board of Managenent Conpany L and serves at the
pl easure of that board. Thus, Commttee C is controlled by
Managenent Conpany L. Since Commttee C is controlled by
Managenent Conpany L it is indirectly associated with Church C
Further, since, as represented above, the sole purpose of
Commttee Cis the admnistration of Plan X, Conmttee C
constitutes an organi zation described in section 414(e)(3) (A) of
t he Code.

Accordingly, it is concluded that Plan X is a church plan
Wi thin the neaning of section 414(e) of the Code.

This letter expresses no opinion as to whether Plan X
satisfies the requirenents for qualification under section 401 (a)
of the Code. The determnation as to whether a plan is qualified
under section 401(a) is within the jurisdiction of the
appropriate Key District Director's office of the Interna
Revenue Servi ce.

This ruling is directed only to the taxpayer who requested

it. Section 6110(k) (3) of the Code provides that it nmay not be
used or cited by others as precedent.
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In accordance with a power
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of attorney submtted with this

ruling request, a copy of this letter has been sent to your

aut hori zed representative.

Encl osur es:
Del eted copy of letter
Notice 437

Sincerely yours,

HFhancts 1 Hoar-

Fi ances V. Sl oan
Chief, Enployee Pl ans
Techni cal Branch 3
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