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This is in response to letters dated July 6, 1999, and
Decenmber 3, 1999, in which you requested a letter ruling as to
whether Plan X is a church plan within the nmeaning of section
414(e) of the Internal Revenue Code.

In support of your letter ruling request you submtted the
followng facts and representations:

The Hospital is a not-for-profit corPoration | ocated in City
C, State D. Founded in **xx,  the Hospital was organized by and
is currently operated under the auspices of the Congregation, a
religious order **x+xxx% gperating within the Church who are

dedi cated to providing health care to the general public.

The stated purpose of the Hospital is to acquire, own,
operate, admnister and otherw se deal with a nursing hone. The
spital carries out its mssion of advancin% t he healing
ministry ****kx*x*xx*xxxx+ primarily through the direction of the
activities of its nursing hone. According to its certificate of
organi zation, the Hospital's nursing home philosophy is
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consistent with the ?hilosophy_of the Church and the
Congregation. Al of the Hospital's activities are conducted and
carried out consistent with and guided by the official teachings
of the Church. This sense of purpose is further reflected in Its
by-laws and M ssion Statement, where the Hospital is called upon
to advance the healing ministry #*****xxx****x*x** by providing high
?uality, cost effective elder care services. The Hospital

urther pledges to treat all persons with conpassion according to
the principles of dignity, charity and justice.

As part of a corporate reorganization the Hospital's
certificate of incorporation was restated in 1997. Corporation
A, a State D not-for-profit corporation, is the sole nenber of
the Hospital. Corporation A is also the sole nenber of
Corporation B, an acute care hospital located in Cty C State D

Managenent of the affairs of the Hospital is vested in its
Board of Trustees, subject to certain powers reserved to
Corporation A, The Board of Trustees is divided into three
groups, W th each group containing approximately the same
percentage of the total trustees. The first group shall expire
after one year, the second after two years, and the third after
three years. Thereafter the trustees of each group shall serve
for three years.

The Board of Trustees act by mgjority vote at any neeting at
which a quorumis present. The nunber of Trustees who currently
constitute the entire Board of Trustees shall not be |less than
thirteen nor nore than twenty. The Board of Trustees also
consists of the follow ng ex-of ficio nmembers: *****xxxxxkkskkdix
Exkxk kI I kI IA KKKk kkkkkkkkk ks ekt kkwkkxrx  the General Superior
of the Congregation and two additional nenbers of the
Congregation designated by the General Superior, the President of
Corporation A and the president of Corporation B. The Trustees
who do not serve in an ex-officio capacity are elected by
Corporation A, and one shall be a menber of the Hospital's senior
managenment. At |east four other Trustees shall be physicians, at
| east two of whom shall be attending physicians on Corporation
B's Medical Staff. The remining Trustees shall be conmunity
representatives.

~The officers of the Hospital shall include a chairperson
president, vice president, treasurer, sectetary and, when deened
necessary by the Board of Trustees, a vice chairperson, one or
nore other officers and assistant officers as may be el ected.
The president shall be appointed and renoved by the sole nenber,
Corporation A, and the Board of Trustees shall appoint the
remai ning officers.

Corporation A and its subsidiaries have all been recognized
as being exempt from federal income taxation under section 501(a)
o the Internal Revenue Code as organizations described in
section 501(c) of the Code. None have been determ ned to be
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private foundations under Code sections 509(a) (1), 509¢(a) (3) and
170(b){1)(A)(iii). Corporation A Corporation B, and the
Hospital are all listed in the Drectory of 1998 and thus
included in the 1998 group exenption applicable to all such
listed institutions.

The Hospital has maintained Plan X for its eligible
enpl oyees and the eligible enployees of the other participating
enpl oyers since its acquisition of the Hospital on Decenber 23,
1987. Plan X has since been anmended and restated, mostrecently
effective January 1, 1996. Plan X was previously anended and
restated in 1991 to incorporate appl i cabl e provisions of the Tax
Ref orm Act of 1986 and all subsequent |egislation and regul atory
changes since that time. You have represented that, to the best
know edge of the Hospital, no election with respect to Plan X has
been made under section 410(d) of the Internal Revenue Code, Plan
X has at all times been maintal ned exclusively for the benefit of
enpl oyees of the hospital, and Plan X has been maintained _
primarily for the benefit of individuals enployed by non-profit
grganizations and not in connection with an unrelated trade or
usi ness.

Under Plan X, the admnistrator of the plan is the Hospita
unl ess sone other person or committee is appointed by the
Hospital . In this case, all admnistrative aspects of Plan X
have been handl ed by Subcommttee G appointed by Conmttee F,
since the overall reorganization of Corporation A in 1997.
Conmittee F is appointed by the Board of Trustees of Corporation
A, Menbers of each committee and subcommi ttee may consi st of
Hospital Trustees and one or nmore Corporation A Trustees, all of
whom are appointed by the Hospital Board of Trustees. All
menbers of committees Serve at the pleasure of the Hospital Board
of Trustees. Subcommittee G also handles the admnistration for
the retirement plans of Corporation B. Subcommittee Gs
principal purpose or function is the admnistration of Plan X as
well as the retirenment plans for Corporation B. Subcommittee G s
adm ni strative duties include general plan adm nistration, plan
desi gn decisions, and the funding and I nvestnent of plan assets.

Based on the foregoing statenents and representations, you
request a ruling that Plans X is a church plan within the neaning
of section 414(e) of the Internal Revenue Code.

To qualify under section 401(a) of the Code, an enpl oyees'
plan generally nust neet the mninum participation standards of
section 410 and the m ni num vesting standards of section 411.
Qualified pension plans also nmust meetthe m ni num funding
standards of section 412. Each of these sections, however,
contains an exception for a "church plan" as defined in section
414 (e), unless an el ection has been made in accordance wth
2&&%50?4?10(d). See sections 410(c) (1) (B}, 411(e) (1) (B) and
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Section 414(e)(l) of the Code generally defines a church
pl an as a plan established and maintained for its enpl oyees (or
their beneticiaries) by a church or by a convention or
associ ation of churches which is exenpt from taxation under
section 501 of the Code.

Under section 414(e) (3? (A) of the Code, a plan established
for its enpl oyees by an enployer which is not itself a church or
a convention or association of churches but otherwi se neets the
requirements of section 414(e), Wil be treated as a church plan
if it is maintained by an organization, whether a civil |aw
corporation or otherwise, the principal purpose or function of
which is the admnistration or funding of a plan or programfor
the provision of retirement benefits or welfare benefits, or
both, for the enpl oyees of a church or a convention or

associ ation of churches, if such organization is controlled by or
aﬁsoc%ated with a church or a convention or association of

chur ches.

In pertinent part, section 414(e) (3) (B) of the Code provides
t hat an "employee" of a church or convention or association of
churches includes an enployee of an organization, whether a civi
| aw corporation or otherw se, which is exenpt fromtax under
section 501, and which is controlled by or associated with a
church or a convention or association of churches.

Section 414(e) (3) (O 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 ncl uded 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 the organization shares common religious bonds and
cgnviﬁtions with that church or convention or association of
chur ches.

In order for an organization that is not itself a church or
a convention or association of churches to have a church plan
under section 414(e) of the Code, that organization nust
establish that its enployees are enployees or deemed enpl oyees of
a church or a convention or association of churches under section
414 (e)(3) (B) . Enployees of an organization nmaintaining a plan
are considered to be church enployees if the organization: (1) is
exenpt fromtax under section 501 of the Code; (2) is controlled
bK or associated with a church or a convention or association of
churches; and (3) provides for adnministration or funding (or
both) of the plan by an organi zation described in section
414(e) (3) (A).

In this case, the Hospital is a nonprofit corporation
establ i shed and operated by the Congregation, a religious order
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of women within the Church who are dedicated to providing health
care to the general public. Hospital activities are carried out
consistent with and guided by the official teachings of the
Church and the philosopny ot the Hospital i's consistent with that
of the Church and the Congregation. The stated purpose of the
Hospital is to acquire, own, operate, admnister and otherw se
deal with a nursing home, and to advance the healing mnistry of
Jesus Christ by providing high quality, cost effective el der care
services. The Hospital pledges to treat all persons wth
conpassi on according to the principles of dignity, charity, and
justice. In addition, nanagenment of the affairs of the Hospita
Is vested in its Board of Trustees, which includes a nunber of
Church and Congregation officials as nenbers, and is generally
subject to powers reserved to Corporation A

In addition, the Hospital, Corporation A and Corporation B
are each listed in the ofricial directory of the Church for the
United States of America. The Internal Revenue Service has
determ ned that any organization listed or appearing in the
Church's official directory is an organization described in
section 501(c) (3) of the Code, and exenpt fromtax under section
501(a). Also, the Service has determned that any organization
that is listed in the official directory of the Church shares
conmmon religious bonds with that Church and therefore is
associated with a church or a convention or association of
churches within the neaning of section 414(e) (3) (p) of the Code.

|f an organization is associated with the Church and shares
comon religious bonds with the Church, that organization's
enpl oyees are deenmed to be Church enployees. In view of the
common religious bonds between the Congregation, the Hospital
and Corporations A and B, and the association of all these
organi zations with the Church, it is concluded that the enployees
of the Hospital neet the definition of "enployee" under section
414 (e) (3) (B) of the Code. Accordingly, these individuals are
dFenedIto be enpl oyees of the Church for purposes of the church
pl an rul es.

Havi ng established that the above organizations' enployees
are Church enployees, the remaining issue is whether the
Conmittee which adm nisters the Plans is an organization
controlled by or associated with a church or a convention or
associ ation of churches and has as its principal purpose or
function the admnistration or funding of a plan within the
meani ng of section 414(e) (3) (A) of the Code.

In this case, the Board of Trustees of Corporation B has
apB0|nLed Committee F, which, in turn, has delegated to
Subcommttee G the duty of handling the admnistrative aspects of
Plan Y. The principal function of Subcommittee Gis the
admnistration of Plan X and the other retirement plans of
mai ntai ned by the Corporation A Such duties include plan
adm ni stration and design and the funding and investnment of plan
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assets. Thus, Subconmittee G is an organization controlled by or
associated with a church or a convention or association of
churches and has as its principal purpose or function the
admnistration or funding of a plan for the provision of
retirenent benefits for individuals (and their beneficiaries) who
are deened to be enployees of a church or a convention or
association of churches. It is concluded, therefore, that Plan
X, as admnistered by Subcommttee G is a plan admnistered by
an organi zation described in section 414(e) (3) (A of the Code.

- Accordingly, it is ruled that Plans X is a church plan
Mﬁéhln t he neani ng of section 414(e) of the Internal Revenue
Code.

This letter expresses no opinion as to whether Plan X
continues to be a qualified plan under section 401(a) of the
Code. The determ nation as to whether a plan remains qualified
under section 401(a) is within the jurisdiction of the
appropriate Key District Director's office of the Interna
Revenue Servi ce.

~In accordance with a power of attorney on file with this
office, this letter is being sent to your authorized

representative.
¢dearely yours,
(»

3 aﬁ Pipkin
Chief, Enpl oyee Pl ans
Techni cal Branch 5

Encl osures: _ _
Notice of Intention to Disclose
Del eted copy of letter




