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Dear

This is in response to a ruling request dated
submtted by your authorized representative, for rulings under
section 409(1) of the Internal Revenue Code ("Code").

In support of your ruling request your authorized
representative has presented the follow ng facts:

Conmpany A sponsors and naintains a defined contribution plan
that includes an enployee stock ownership feature as defined in
section 4975(e) (7) of the Code ("Plan x"y. The conmon stock of
Conmpany A is actively traded on the New York Stock Exchange.
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Conpanies B, D and E are wholly owned subsidiaries of Conpany A
Conpany C is a wholly owned subsidiary of Conpany B.

Partnership F will engage in the activities of producing,
advertising, marketing, circulating and distributing catalogs for
Conmpany A. Partnership F will be fornmed as a Iimted partnership

under the laws of State Y. Conmpany B will hold a general
partnership interest in Partnership F and Conpany C will hold a
[imted partnership interest. Partnership F wll be owned 100
percent in total by Conpanies B and C

Partnership G will engage in the activities of a purchasing
conpany for Conpany A with regard to non-inventory items.
Partnership G will be formed as a |imted partnership under the

| aws of State Y. Conpany A will hold a general partnership
interest in Partnership G and Conpany D will hold a limted
partnership interest. Partnership G will be owned 100 percent in
total by Conpanies A and D.

Partnership H will engage in the activities of a logistics
services conpany for Conmpany A with regard to the distribution of
inventory and non-inventory itens. Partnership H wll be forned
as a limted partnership under the laws of State Y. Company A
will hold a general partnership interest in Partnership H and
Conpany E will hold a limted partnership interest. Par t ner ship
Hwll be owed 100 percent in total by Conpanies A and E

Partnerships F, G and H will elect for federal tax purposes
tobe classified as an association and thus a corporation
pursuant to 301.7701-2(b) (2) of the Treasury Regul ations (the
"regul ati ons")

Based on the aforenmentioned facts and representations, you
have requested rulings that:

1) Partnerships F, G and H wIll be treated as corporations
for purposes of determning whether Partnerships F, G and H, and
Conpany A are nenbers of the sanme "controlled group of
corporations" for purposes of Section 409(1) of the Code-and for
pur poses of Section 1563(a) of the Code to the extent
incorporated by reference into Section 409(1).

2) Shares of common stock of Conpany A will constitute
"enpl oyer securities" within the meaning of Code section 403(1)
with respect to enployees of Partnerships F, G and H and thus
the enpl oyees of those entities may participate in Plan X

Section 4975(e) (7) of the Code defines an ESOP as a defined

contribution plan which is a stock bonus plan qualified under
section 401(a), and which is designed to invest primarily in
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qual ifying enployer securities. Section 4975(e) (8) defines the

term "qualifying enployer security" as any enployer security
within the neaning of 409(1).

Under section 409(1) (1) of the Code, the term "enpl oyer
securities" means comon stock issued by the enployer (or nenber

of the same controlled group) which is readily tradeable on an
establ i shed securities narket.

Section 409(1) (4) of the Code defines the term "controlled
group of corporations” as having the same neani ng as under
section 1563(a) (determ ned w thout regard to subsections (a) (4)
and (e) (3) (C) of section 1563).

Under section 1563 of the Code, one or nore corporations
wili constitute a parent-subsidiary controlled group if stock
possessing at |least 80 percent of the total conbined voting power
of all classes of stock entitled to vote or at |east 80 percent
of the total value of shares of all classes of the stock of each
corporation is owned by one or nore of the other corporations,
and the comon parent owns at |east 80 percent of the total value

of shares of all classes of the stock of at |east one of the
ot her corporati ons.

Section 301.7701-2(b) (2) of the regulations defines a
corporation as an association as determ ned under section
301. 7701- 3. Section 301.7701-2(a) provides that for purposes of
section 301.7701-2 and 301.7701-3, a business entity is an entity
recogni zed for federal tax purposes that is not properly
classified as a trust or otherw se subject to special treatnent
under the Code. Section 3201.77¢1-3{(a) provides that a business
entity that is not classified as a corporation under section
310.7701-2(b) (1) and 301.7701-2(b) (3) through {(8), is an eligible
entity, and can elect its classification for federal tax
pur poses. Partnerships F, G and H are state law limted
partnerships formed under the laws of State Y, and do not neet
the definition of a corporation under section 301.7701-2(b) (1)
and (3) through (8). Therefore, Partnerships F, G and_H may

elect their classification pursuant to the rules of section
301. 7701- 3.

Section 301.7701-3(b) (1) of the regulations provides the
rules for making a classification election for donmestic eligible
entities. That section provides that a donestic eligible entity
with two or nore owners nust nake an election if it desires to be
classified as an association taxable as a corporation

The rules regarding the timng of making an election are set
forth in section 301.7701-3(c) of the regul ations. They provide
that a classification election is made on Form 8832. Thi s
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el ection nust be filed within 75 days of the intended effective
date of the election.

W conclude that, assuming Partnerships F, G and H filed
Form 8832 within the proper tme frame, and that the form was
properly conpleted, they will be classified as associations
taxabl e as corporations for federal tax purposes. Conpany A and
its wholly owned subsidiaries own one hundred percent of the
ownership interest in Partnerships F, G and H therefore
Partnerships F, G and H wll be considered members of a
controlled group of corporations within the neaning of section
1563 of the Code. Conmpany A stock satisfies the definition of
enpl oyer securities under section 409{1) (1) since it is readily
tradabl e on an established securities market. Accordingly
Company A stock held by Plan X constitutes "enpl oyer securities”
within the neaning of section 409(1) of the Code wth respect to
t he enpl oyees of Partnership F, G and H. Thus, the enployees of
Partnership F, G and H may participate in Plan X

Al though Partnership F, G and H are considered members of
Conmpany A's controlled group under section 405(l) (4) and 1563, no
i nference should be drawn regardi ng whether partnership interests
can qualify as enployer securities for purpose of other
provi sions of the Code, including section 409%(1l) (1) or 409(1l) (2},
nor whether a partnership classified as an association taxable as

a corporation is treated as a corporation for purposes other than
the one described in this letter ruling.

The above ruling is based on the assunption that Plan X is
qualified under section 401(a), 409 and 4975(e) (7), and the

related trust is tax exenpt under section 501{a) of the Code at
all relevant tines.

In accordance with a power of attorney on file in this

office, a copy of this ruling is being sent to your authorized
representative.

Sincerely yours,

foh & R f

John G Riddle, Jr
Chief, Enployee Plans
Techni cal Branch 4
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Encl osures:

Del eted copy of letter

Noti ce of

CC:

Intention to Disclose
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