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Dear Sirs/ Madans:

This is in response to a letter dated Novenber 4, 1999, as supple-
mented by additional correspondence dated April 12 and May 30, 2000,
in which your authorized representatives requested rulings on your
behal f under section 414(e) of the Internal Revenue Code.
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In support of your ruling requests you have submtted the
follow ng representations, statements, and infornation:

Church A (‘the Church") is an international religious entity
consi sting of various organizations and institutions, including those
described below. Organization Ais an international religious entity
consisting of a central adm nistrative organi zati on and nunerous
affiliated institutions worldwi de. As stated in its Constitution and
its Mssion Statenment, the teachings, tenets and core beliefs of the
Church, unchanged since ® *** jnclude: (1) the spread of the gospel
of Jesus Christ and the commandnents of God, (2) teaching, and the
acknowl edgenent that devel opment of nmind and character is essential to
CGod' s redenptive plan, and (3) healing and the affirmati on of the
bi bl'i cal enphasis on the well-being of the whole person.

The Church is organized hierarchically and geographically, wth
Organi zation A as its worldw de coordinating institution, and the
Di visions (such as D vision B which enconpasses the United States and
Canada) providing simlar admnistrative services in nore specific
geogr aphi c regions. Various subdivisions such as Subdivision C and
Subdivision D are arrayed in limted geographic areas, or in
localities where they support |ocal churches and other church-
affiliated organi zations and institutions. -

In addition to, and in conjunction with its religious functions,
the Church sponsors and oversees health care networks and institutions
in many countries. Inits Mssion Statenent, the Church sets as a
priority the affirmation of the biblical enphasis on the well being of
t he whol e person, preservation of health, and the healing of the sick.
The Division B policy statement for Church-affiliated health care
institutions provides that such institutions function as an integra
part of the total mnistry of the Church and foll ow Church standards
i ncl udi ng mai ntaining the sacredness of the Sabbath. This policy
statenent further provides that health care policies and nedica
procedures nust always reflect a high regard and concern for the value
of human life as well as individual dignity.

In ® " *%x% and ***%  the Internal Revenue Service issueda
‘group exemption” letter to the Church. That letter concluded that
the Church, its various subordinate regional and |ocal divisions, and
its local affiliated churches and auxiliary organizations, as |listed
either in the Church's Directory for United States and Canada, or in
its Yearbook, are organizations described in section 501(c) (3) of the
Code and exenpt fromtax under section 501(a). You represent that
nost of the Church's health care organi zations throughout the United
States are organi zations included in, or covered by, the Church's
group exenption letter. The Church is required to furnish, on an
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annual basis, lists of organizations recognized as Church-affiliated
during the previous year, and lists of any other organizations no

| onger affiliated with the Church. The lists are to be acconpani ed by
a sworn statenent from one of the Church's principal officers stating
that infornmation on which the exenption is granted applies to the
newy |isted organizations.

Corporation E is a not-for-profit corporation chartered under the
laws of State H As required by its Articles of Incorporation,
menbers of Corporation E also nust be menbers in good standing of the
Church.  You represent that as a result of inclusion in the Church's
group exenption letter, Corporation E is an organization described in
section 501(c) (3) of the Code and exenpt from tax under section
501(a). Corporation E's general and primary purpose is to pronote,
enhance, and coordinate the Church's health care, educational and
research missions in the Gty | netropolitan area.

Hospital F is an acute care hospital chartered as a not-for-
profit corporation in State H and located in City I. You represent
that Hospital F is an organization described in section 501(c) (3) of
the Code and exenpt from tax under section 501{a) by virtue of its
inclusion in the Church's group exenption |etter described above.
Hospital F is affiliated with Corporation E through a common m ssion
and the interrelationship existing between the 'corporate menbers and
boards of trustees of each organization; the individuals serving on
Corporation E's Board of Trustees are the corporate menbers of
Hospital F. Hospital F functions as an integral part of the Church's
health care mission, dedicated to serving the Cty | community. O
the eighteen nenbers of Hospital F's Board of Trustees, sSix are ex
officio officers in various Church divisions and subdivisions. O the
remai ning twel ve menbers of the Board, six nust be nenbers in good
standi ng of the Church. (By letter dated ****x#*, *%xx the
Internal Revenue Service ruled that the retirenent plan maintained by
Hospital F is a church plan within the nmeaning of section 414(e) of
the Code.)

Empl oyer G ("Enployer") is a State H professional corporation
that owns and nmanages physicians' practices on behalf of Hospital F.
Thi s Enpl oyer exists solely to provide physicians to perform
prof essi onal nedical services in the area of Hospital F. Under
State Hlaw, a professional corporation's sharehol ders nust be
individuals licensed to practice in the particular profession, in this
case nedicine. The Enployer's sole shareholder is an MD. who has
been sel ected specifically for this purpose by Hospital F's Board of
Trustees. The sharehol der served until recently as the President of
the Enployer, and currently serves as Hospital F's Vice President for
Medi cal Integration. Pursuant to an amended and restated "Share
Control Agreenent” between the sharehol der and Hospital F:
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1. The sharehol der may only el ect persons approved by
Hospital F as directors of the Enployer;

2. The sharehol der can approve or authorize a contract, action
or transaction only with the prior witten consent of Hospital F;

3. The Enployer's shareholder is required to provide a first
right of purchase to a person designated by Hospital F to purchase
any or all shares of the Enployer's stock if the sharehol der ceases
to be affiliated with Hospital F or if the sharehol der desiresto
sell, transfer, or otherw se convey any or all of such shares;

4. The shareholder is required to vote each share of the
Empl oyer's stock only as approved or directed in advance by
Hospital F;, and

5. Hospital F has the authority to require the shareholder to
initiate any and all actions as to the election and renoval of
directors of the Enployer.

By letter dated *****=*x @ ***  the Service determned that the
Enpl oyer was an organi zation described in section 501(c)(3) of the
Code and exenpt fromtax under section 501(a). -

As part of its programto provide quality health-care to the
community it serves, the Enployer, in 1989, established Plan X for the
benefit of enployees and their beneficiaries. Plan X is intended to
be a qualified profit sharing plan under section 4c¢1(a) of the Code.
A portion of the Enployer's contributions to Plan X are conditioned
upon an enpl oyee neking an elective deferral into a separate tax-
sheltered annuity program established and maintained by the Enployer
under section 403(b) of the Code. In addition to the Enployer's
regular profit sharing contributions, Plan X contains the Enployer
match for the elective deferrals nade by the enployee into the tax-
sheltered annuity program

In their Novenmber 4, 1999 letter on your behal f, your authorized
representatives stated that the Enployer adnministered the Plan. In
subsequent correspondence dated May 30, 2000, your representatives
wote that, effective May 1, 2000, the Enployer's Board of Directors
adopted a resolution namng Hospital F's Plan Adninistrative Committee
(the "Committee") as the Adm nistrator of Plan X. The Conmittee in
question was established by Corporation E, primarily to act as Plan
Adm nistrator for plans established and maintained for enployees of
Hospital F and their beneficiaries, and for the enpl oyees and
beneficiaries of other Church-affiliated organizations within the
Corporation E healthcare system Menbers of the Conmittee are
appoi nted by, and serve at the pleasure of, the Board of Trustees of
Corporation E.  Cenerally, all Conmittee members al so are nenbers in
good standing of the Church.
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Based on the foregoing statements and representations you request
aruling that Plan X is a church plan within the neaning of section
414 (e) of the Code.

To qualify under section 401(a) of the Code, an enpl oyees' plan
generally must, anong other requirenents, neet the m ni num
participation standards of section 410 and the mni mum vesting
standards of section 411. Qualified pension plans also nmust neet the
m ni mum fundi ng standards of section 412. Each of these sections,
however, contains an exception for a "church plan" as defined in
section 414(e), unless an election has been nade in accordance with
section 410(d). See sections 410{c) (1) (B}, 411(e) (1) {B) and
412(h) (4).

Section 414(e) (1: of the Code generally defines a church plan as
a plan established and maintained for its enployees (or their
beneficiaries) by a church or by a convention or association of
churches which is exenpt fromtaxation under section 501.

Section 414(e) (3) (A of the Code provides that a plan will be
treated as a church plan if it is nmaintained by an organization
whether a civil law corporation or otherw se, the principal purpose or
function of which is the adnministration 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 churches.

Section 414(e) (3) (B) of the Code defines "enployee" to include a
duly ordained, commissioned, or |icensed mnister of a church in the
exercise of his or her nmnistry, regardless of the source of his or
her conpensation, and an enpl oyee of an organi zation, whether a civi
| aw corporation or otherwi se, which is exenpt from tax under section
501 of the Code, and which is controlled by or associated with a
church or a convention or association of churches.

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 deened the enployer of any individual included as
an enpl oyee under subparagraph (B).

Section 414(e) (3) (D) of the Code provides that an organization,
whether a civil law corporation or otherwise, is "associated" with a
church or convention or association of churches if the organization
shares common religious bonds and convictions with that church or
convention or association of churches.
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In orderfor an organization that is not itself a church or
convention or association of churches to have a church plan under
section 414(e) of the Code, that organization must establish that its
enpl oyees are enpl oyees or deened enpl oyees of the church or
convention or association of churches under section 414(e)(3)(B)

Enpl oyees of any organization nmaintaining a plan are considered to be
church enpl oyees if the organization: (1} is exenpt from tax under
section 501 of the Code; (2) is controlled by or associated with a
church or convention or association of churches; and (3) provides for
adm nistration or funding (or both) of the plan by an organization
described in section 414(e)(3)(A) of the Code.

In this case the Church is a part of an organization that affirms
as on@of its core beliefs and priorities the biblical enphasis on the
wel | being of the whole person, preservation of health, and the
heal i ng of the sick. In furtherance of this belief, the Church
sponsors and oversees health car@networks and institutions in many
countries, including Corporation E and its affiliated and subsidiary
health car@institutions such as Hospital F and the Enployer. The
establ i shnent and mai nt enance of such health car @ networks and
institutions are integral parts of the total mnistry of the Church.
The Church's policy statement for health care institutions in North
Arerica provides that they follow the teachings and tenets of the
Church in all matters, while insisting that health care policies and
procedures reflect a high regard and concern for the value of human
life and individual dignity.

Corporation E, Hospital F, and the Enployer, as described above,
enbody the Church's health care nmission in Gty | metropolitan area of
State H  Corporation E and Hospital F are not-for-profit corporations
chartered under the laws of State H, and the Enployer is a
prof essi onal corporation under State H laws. Allthree corporate
entities are organi zations deternm ned by the Service to be described
in section 501(c)(3) of the Code and exenpt from tax under section
501 (a). Corporation E and Hospital F are conferred tax-exenpt status
by virtue of being listed in the Church's Yearbook; they are covered,
therefore, by the group exenption letter maintained by Oganization A
on behal f of other listed organizations. The Enployer has received a
separ at e determination letter from the Service pertaining to its tax-
exenpt status under section 501(c) (3) and 501 ¢a) of the Code.

Further, the respective charters, articles of incorporation and
by-laws of Corporation E and Hospital F nandate that substantia
majorities of the corporate nenbers and corporate trustees also be
either Church officials or Church membersin good standing. Finally,
the Share Control Agreenent, described above, between Hospital F and
the Enpl oyer guarantees that the Enployer, as a professiona
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corporation, wll remain under the control of Hospital F's Board of
Trustees and, therefore, of Church officials and individuals with
strong Church ties.

Accordingly, based upon the Enployer's tax-exenpt status under
section 501(a) of the Code, and upon the nunerous religious,
i ndi vidual, and organizational connections between the Church,
Corporation E, Hospital F, and the Enployer, it is concluded that the
Enmpl oyer shares common religious bonds with individuals and
institutions of the Church. It is further concluded that the Enpl oyer
is, therefore, associated with the Church within the nmeaning of
section 414(e) (3) (D) of the Code and for purposes of the church plan
rul es.

Moreover, because Enployer G is associated with the Church under
section 414(e) (3) (D) of the Code, its enployees are enployed by an
organi zation which is exenpt from tax under section 501 (a} and
controlled by or associated with a church or convention or association
of churches. Accordingly, it is concluded that enployees of the
Enpl oyer are deermed to be enpl oyees of the Church under the rules of
section 414(e) (3) {8y (ii). Conversely, the Church is considered to be
the enpl oyer of Enployer G s enployees under section 414 (e) (3) (C).

Havi ng established that Enployer G s enployees are considered to
be enployees of Church A the remaining question is whether the
Hospital F Plan Administrative Conmmittee is an organization,
controlled by or associated with a church or convention or association
of churches, that has as its principal purpose or function the
adm nistration or funding of a plan or plans for the provision of
retirement benefits or welfare benefits, or both, within the neaning
of section 414(e) (3) (&) of the Code.

The Plan Adnministrative Conmmittee was established by Corpora-
tion E, primarily to act as Plan Adnministrator for plans established
and naintained for enployees of Hospital F and their beneficiaries.
Menbers of the Committee are appointed by, and serve at the pleasure
of, the Board of Trustees of Corporation E. Generally, all Committee
menbers al so are nenbers in good standing of the Church. The addition
of administrative duties regarding Plan X in this case does not change
the fact that the Conmttee is an organization the principal purpose
or function of which is the adm nistration or funding of a plan or
plans for the provision of retirement benefits for individuals who are
deened to be enpl oyees of a church a convention or association of
churches. It is concluded, therefore, that the Plan Adm nistration
Conmittee is an organization that neets the requirements of section
414(e)(3) (A) of the Code and the church plan rules.

Accordingly it is ruled that Plan X is a church plan within the
meani ng of section 414(e) of the Code.
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This ruling is directed only to the taxpayer requesting it.
Section 6110(k)(3) of the Code provides that it may not be used or
cited by others as precedent. Should you have any questions pertaining
tothis ruling letter or the docunents enclosed with it, you may
contact M. Edward wWeisel (1D No. 50-07738) of this office at
202- 622- 6086.

Also, this ruling assunes that Plan X is a qualified plan under
section 401(a) of the Code. However, the ruling expresses no opinion
as to whether Plan X, as described herein, continues to satisfy all
qualification requirenents. The determnation as to whether a plan is
qualified under section 401(a) is under the jurisdiction of the
Manager, Enployee Plans Determ nations Prograns, G ncinnati, Chio, and
the appropriate Area Manager of the Enpl oyee Plans Exam nation
Di vi si on.

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

Sincerely "

/ -
il

Johrt Swiieca, Manager

Enpl oyee Plans Technical Goup 1
Tax Exenpt and Gover nnent
Entities Division

Attachnents:
72 Deleted Copy of this Letter Ruling
» Copy of Cover Letter to Authorized Representative
» Notice 437, Notice of Intent to D sclose
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