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Dear #%*%xkkdkhkdkdkrxhkdhkhhdhhbhhdrddbhbrrdhx

This is in response to your letter dated March 22,
1999, as sugplenented by correspondence dated Cctober 4,
1999, May 30, July 12, July 20, August 11 and August 14,
2000, which was sSubmtted by your "authorized representative
on your behalf, wth respect to the applicability of

sections 403(b) (9) and 414(e) of the Internal Revenue Code
to Plan X

~The following facts and representations have been
submtted on your behal f:

Organization O adopted Plan X for the benefit of

mnisters enployed by Oganization 0, District Councils of
Church A, and i'ndividual Church A churches.

_ Organi zation 0 began in 1950 as a mnistry of Church A
District B, and was incorporated as a separate entity on
February 11, 1952, in order to make the mnistry available
to Church A churches beyond District 8. Organizationo's
mnistry, and thus its sole purpose, is to assist Church A
churches in spreading the gospel of Jesus Christ, by
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providing funding for the churches to extend their physical
facilities. The menbers of Organization 0 consist of "the 56
District Councils of Church A which are |ocated throughout
the United States. Organization 0 is nanaged by a board of
directors, which elects a President. Directors are elected

b)( the nenbership and are superintendents and other officers
of the District uncils.

Al of the entities that may adopt Plan X are part of
the same association or convention of churches, conmonly
referred to as a fellowship or denom nation, based upon
shared religious bonds and convictions. FEach entity is
exenpt fromtaxation under section 501{(c) (3) of the Code and
I's organized and operated exclusively for religious and
charitable P_urposes. No part of the net earnings of any

adopting entity may inure to the benefit of any person,
private sharehol der or individual.

The geographic scope of a District roughly conforns to
state boundaries  Each District is a separate nonprofit
organi zation, which oversees the various individual Church A
mnisters and churches within the District. The Districts
offer various mnistries to Church A churches and mnisters,
including but not limted to: licensing and ordaining
mnisters; assisting churches in selecting pastors: _
providing comon canp facilities; assisting in and carrying
out various home and foreign mssions and projects; and,
many other ways common to nost fellowships and
denom nations. Districts are governed b)é a board, referred
to as a presbytery. Menbers of the presbytery are pastors
of churches wthin the District, who are elected by a vote

of their peers. Al pastors within the District are
eligible to vote.

_ The Church A fellowship consists of individual

I ndependent churches that voI.untarllEy associ ate together as
members of the District Councils. ach individual Church A
church adheres to a common statement of faith adopted by the
Districts and the General Council of Church A ach

i ndi vidual church of Church A has its own separate board of
directors selected fromits nenbership, and voted on by
menbers of each individual church. However, each church is
subg ect to certain terns and conditions inposed by the

District Councils, including but not limted to |icensing,
ordaining and overseeing mnisters.

~ Plan X is admnistered by Coomittee C. The stated
principal purpose or function of Comnmttee Cis the
admnistration of Plan X. As set forth in Article IIl of
the Restated Bylaws of Organization 0 at number 11,
Conmittee C's nenbers consist of the President, the Vice
President, the Secretary and the Treasurer of O ganization
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0. The menbers of Commttee C are also nenbers of the Board
of Directors of Oganization 0 and nust be nenbers in good

standing wwth the District Councils of Church A or a urch
A church.

Plan X permts enployees to enter into salary reduction
agreenents to nmake contributions on a pre-tax basis to the
Plan pursuant to section 5.2. Such contributions are 100
percent vested at all times, and are |limted to the |esser
of the maxi mum exclusion allowance in accordance wth
section 403(b) (2) of the Code, or the limtations under
section 41s5(c), or an anount no greater than permtted under
section 402(g). Under section 18.2 of Plan X certain

g;rec& or indirect rollover contributions may be nmade to
an X

Pursuant to Articles 11 and 20 of Plan X distributions
may be nade only upon death, dlsabllltx, termnation of
enpl oyment, attai nment of a?e 59 1/2, hardship or the
attainment of the Plan's |atest distribution date.

Al contributions under Plan X are limted to the

amount of the exclusion allowance as set forth under section
403 (b) (2) of the Code.

Under Article 11 of Plan X, the required beginning date
for a participant is April 1 of the calendar year follow ng
the later of the calendar year in which the participant

attains age 70 1/2 or the calendar year in which the
participant retires.

~ Under Article 18 of Plan X, a distributee receiving an
eligible rollover distribution under the Plan may elect to

have the distribution rolled over in a direct rollover to an
eligible retirement plan.

Based u?on the foregoing facts and representations, you

agggest the followng rulings, that effective August 1,

1. Plan X is a retirement income account plan under
section 403(b) (9) of the Code that provides
benefits to enployees described in section
403 (b) (1) (a) of the Code; _

2. Plan X satisfies the requirements of section
403(b) (1) of the Code; o _

3. The balance to the credit of a participant in an
annuity contract under section 403(b) (1) of the
Code may be rolled over to Plan X pursuant to
section 403 (b) (8) of the Code; and,

4, Plan X is a "church pl an" under section 414 (e) of
the Code.
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Wth respect to ruling request one, section 403(b) (1)
of the Code provides, in part, that amounts contributed by
an enployer to Purchase an annuity contract for an enployee
are excludable from the gross income of the enFonee in the
year contributed to the extent of the applicable ™exclusion
allowance®, provided (1) the enpl oyee perforns services for
an enpl oyer which is exenpt from tax under section 501{a} of
the Code  as an organi zation described in section s01(c) (3),
or the enployee perforns services for a educationa
institution (as defined in section 170(b) (1) (a) (ii) of the
Code) which Is a state, a political subdivision of a state,
or an agency or instrunentality of any one or nore of the
fore90|ng; (2) the annuity contract is not subject to
section 403(a) of the Code; (3) the enployee's rights under
the contract are nonforfeitable except for failure to pay
future premuns; (4) such contract is purchased under a plan
which neets the nondiscrimnation requirements of paragraph
(12}, except in the case ofa contract purchased by a
church; and, (5) in the case of a contract purchased under a
plan which provides a salary reduction agreenent, the
contract meets the requirements of section 401(a) (30).

Section 403(b) (1) of the Code provides further that the
eanoYee shal | include in his gross incone the anounts
actually distributed under such contract in the year
distributed as provided in section 72 of the Code.

~Section 403(b) (9) of the Code provides that a
retirement income account provided by a church shall be
treated as an annuity contract described in section 403(b),
and anmounts paid by ‘an enpl oyer described in paragraph
(1) (&) to such an account shall be treated as amounts
contributed by the enployer for an annuity contract for the
enpl oyee on whose behal f “such account is maintained. The
term™retirenent income account", for purposes of this
section, means a defined contribution program established or
mai ntai ned by a church, a convention or association of
churches, including an organization described in section
414(e) (3) (A) to provide benefits under section 403(b) for an

enpl oyee described in paragraph (1) thereunder or his
beneficiaries.

Section 403 (b) {(10) of the Code requires that
arran?enents.pursuant to section 403(b) of the Code nust
satisfy requirements simlar to the requirenents of section
401(a) With respect to benefits accruing after Decenber 31,
1986, in taxable years ending after such date. |n addition
this section provides that, for distributions nmade after
Decenber 31, 1992, the requirenents of section 401{a) (31}
regarding direct rollovers are net.
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Section 401(a) (9) of the Code, generally provides that
benefits commence by April 1 of the calendar” year follow ng
the later of the calendar year in which the enployee attains
age 70 1/2, or the calendar year in which the enployee
retires, and specifies required mninum distribution rules
for the payment of benefits fromretirenent plans.

Section 403(b) (11) of the Code provides, generally,
that section 403(b) annuity contract distributions
attributable to contributions made pursuant to a salary
reduction agreement (within the neaning of section
402(g) (3) (¢)) may be paid only when the enpl oyee attai ns age
59 1/2, separates from service, dies, becones disabled

(wthin the meaning of section 72(m) (7)), or in the case of
har dshi p.

Section 403(b) (1) {B) of the Code provides that in the
case of a contract purchased under a plan which provides a
sal ary reduction agreenent, the contract nust neet the
requi renents of section 401(a) (30). Section 401{a)(30)
requires a section 403(b) arrangenent, which provides for
elective deferrals, to linmt such deferrals under the
arrangenent, in conbination with any other qualified plans
or arrangenents, of an enployer naintaining such plan,
providing for elective deferrals, to the limtation in

effect under section 402(g) (1) for taxable years beginning
In such cal endar year

Section 402(g) (1) of the Code provides, generally, that
the elective deferrals of any individual for any taxable
year shall be included in such individual's gross inconme to
the extent the anmount of such deferrals exceeds $7,000.

~_ Section 402(g) (4) of the Code provides that the
limtation under paragraph (1) shall be increased (but not
to an amount in excess of $9,500 ($10,000 for taxable years
after Decenber 31, 1997) ) by the anount of any enployer

contributions for the taxabl'e year described in section
402(g) (3) (O} .

Section 402(g) (3) of the Code provides that the term
"elective deferrals* includes, in part, with respect to any
taxabl e year, any enployer contribution to purchase an

annuity contract “under Section 403(b) under a salary
reduction agreement.

Section 41s(a) (2) of the Code provides, in relevant
part, that an annuity contract described in section 403(b)
shall not be considered described in section 403(b) unless
It satisfies the section 415 limts. In the case of an
annuity contract described in section 403(b), the preceding
sentence applies only to the portion of the annuity contract

/
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sentence apﬁlies only to the portion of the annuity contract
exceeding the section 415 |[imtations and the amount of the
contribution for such portion shall reduce the exclusion

all owance as provided in section 403(b) (2}.

- Part 1v(d) (4) of the Ceneral Explanation of the Tax
Equity and Fiscal Responsibility Act of 1982 (*act")
contalns, 1n pertinent part, the follow ng information
regarding investnents made by or on behalf of participants,
for whom contributions are nmade into a retirenent income
account as described in section 403(b) (9} of the Code:

The Act also provided that generally the tax

rules relating to tax-sheltered contracts apply to |
retirement inconme accounts provided by a church for its
enpl oyees.  Under the Act, a retirenent incone account
means  a program which is a defined contribution plan
(sec. 414(i)) and which is established or maintalned by
a church to provide retirenent benefits for its

enpl oyees under the tax-sheltered annuity rules. Thus

.a church-maintained retirement inconme account differs
froma tax-sheltered annuity only in that the account
is not maintained by an insurance conpany.

The assets of a church-naintained retirenent incone
account for the benefit of an enployee or his
beneficiaries may be conmngled In a conmmon trust fund
made up of such ‘accounts. wever, that part O the
common fund which equitably belongs to any account mnust
be seParater accounted for (i.e., it nust be possible
at all tinmes to determne the account's interest in the
fund) and cannot be used for or diverted to any
purposes other than the exclusive benefit of such

enpl oyee and beneficiaries.

In this case, you represent that O ganization 0, an
enpl oyer described in section 561(c) (3) of the Code, has
established Plan X as its section 403(b) program for its
enpl oyees. Al contributions and the earnings thereon are
fully vested and nonforfeitable at all times.  Plan X does

not meet the requirement of a section 403(a) annuity
contract.

Plan X satisfies the limts, under section 403(b) (11)
of the Code, that anounts attributable to elective deferrals
shal | not Dbe distributable earlier than upon the attainnent
of age 59 1/2, separation from service, death, disability,
or hardship. In addition, Plan X satisfies the section
403(b) (20Q) requirements and limts contributions in

accordance with sections 403(b)(2) and 415 of the Code.

Accordingly, based on the foregoing law and facts, we
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conclude with respect to ruling requests one and two that
Plan X is a retirement incone account plan under section
403(b) (9) of the Code that provides benefits to enpl oyees
described in section 403(b) (1) (A and that Plan X satisfies
the requirenents of section 403(b} (1).

Wth respect to ruling request three, section
403(b) (8) (A) of the Code prOV|des_%eneraIIy that if any
portion of the balance to the credit of an enployee in” an
annuity contract described in section 403(b} (1) is paid to
hi min _ an eligiblerollover di stri bution (within the neanin
of section 402(c) (4)), the enployee transfers any portion o
the property he receives in such distribution to an
individual retirement plan or to an annuity contract
described in section 403 (b) (1}, and in the case of a
distribution of property other than noney, the proPerty SO
transferred consists of the property distributed, then such
distribution (to the extent so transferred) shall not be
inﬁ%udible in gross incone for the taxable year in which
pai d.

~Section 403(b? (8) (B) of the Code provides that rules
simlar to the rules of paragraphs (2) through (7} of
section 402(e) (including paragraph (4} (¢) thereof) shall
apply for purposes of subparagraph

~ Section 402(c) ta) of the Code defines the term
"eligible rollover distribution" generally as any
distribution to an enployee of all or any portion o
of the balance to the credit of the enployee in a qualified
trust, except that such term shall not include any
distribution which is one of a series of substantially e%ua
?erlodlc paynents (not less frequently than annually)” made
for the Iife (or life expectancy) of the enployee or the
joint lives (or joint life expectancies) of the enployee and
the enployee"s designated beneficiary, or for a specitied
period of "10 years or nore, any distribution to the extent
such distribution is required under section 401(a) (9),

and any hardship distribution described in section
401 (k) (2) (B) (i) (IV)}.

Since we have determned in ruling requests one and two
above that Plan X satisfies the requirenents of section
403(b) (9) and (b) (1) of the Code, we conclude wth respect
to ruling request three that the balance to the credit of a
participant in an annuity contract described under section
403(b) (1) may be rolled over to Plan X pursuant to section

403{b) (8), provided that the provisions of section 402(c) (2)
through (7) are otherw se satisfied.

Wth respect to ruling request four, section 414(e) (1)
of the Code defines a church plan as a plan established and
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mai ntained for its enployees (or their beneficiaries) by a
church or by a convention or association of churches which
I's exenmpt from taxation under section 501 of the Code.

Section 4;4;e)(3)_ﬁA) of the Code provides that a plan,
otherwise qualified, will qualify as a church plan if it is
mai ntai ned by an organization, whether a civil |aw .
corporation or otherwise, the principal purpose or function
of which is the admnistration or fundln%)o a plan or
Brogram for the provision of retirement Dbenefits or welfare
enefits, 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, comm ssioned, or |icensed mnister
of a-church in the exercise of a mnistry, regardless of the
source of his or her conpensation, and an enployee of an
organi zation, whether a civil law corporation of otherw se,
which is exenpt from tax under section 501, and which is

controlled by or associated with a church or a convention or
associ ation 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 deemed the enployer of

an¥ i ndividual included as an enployee under subparagraph
(B).

Section 414(e) (3) (D) of the Code provides that an
organi zation, whether a civil law corporation or otherw se,
I S "associated” With a church or convention or association
of churches if the organization shares comon religious
bonds and convictions with that church or convention or
associ ation of churches.

In order for an organization to have a qualified church
plan it nust establish that its enployees are enployees or
deermed enpl oyees of the church or convention or association
of churches under section 414(e% (3) (B) of the Code. In
addition, a "church plan" nmust be established and naintai ned
for |Is_enplo¥ees by a church or by a convention or
associ ation of churches which is exenpt from tax under
section 501 as provided in section 414(e) (1), or by an
organi zation described in section 414(e) (3) (A) of the Code

In view of the stated purpose of Oganization 0, its
organi zation and structure, its actual activities and its
recogni zed status within Church A Oganization ¢'s

enpl oyees neet the definition of section 414(e)(3) (B) of the
Code and are deemed to be enpl oyees of an organi zation
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whether a civil law corporation or otherwise, which is
exenpt from tax under section 501 and which is controlled by

or associated wth a church or convention or association of
chur ches.

Having established that the enployees of Oganization 0
are "church" enpl oyees, the remaining 1ssue is whether
Organi zation O's Conmttee C is an organization controlled
bY or associated with a church or convention or association
of churches, the principal purpose or function of which is
the admnistration or funding of a plan wthin the neaning
of section 414(e) (3) (A) of the Code

In this regard, Plan X is maintained by Organization 0
and is admnistered by Coomttee C  Commttee Cs principal
purpose or function is the admnistration of Plan X The
menbers of Commttee C are the President, the Vice
President, the Secretary and the Treasurer of QO ganization
0, as set forth in Article Il of the Restated Byl aws of
Organi zation 0 at number 11. The nenbers of Coniittee C
share conmmon religious bonds and convictions wth
Organi zation 0 and Church A

Accordingly, we conclude that Plan X is maintained by
an organization that is controlled by or associated with a
church or convention or association of churches, and the
principal purpose or function of which is the admnistration
or funding of Plan X for the provision of retirenent

benefits for the deemed enployees of a church or convention
or association of churches.

Therefore, we conclude that Plan X is naintained by an
or%anlzatlon described in section 414(e) (3) (a) of the Code,
an

that Plan X qualifies as a church plan within the
meani ng of section 414(e).

This ruling is contingent upon the adoption of the
amendnents to Plan X, as stipulated in your correspondence
dated July 12, 2000, and will have no effect unless such
proposed amendnents are adopt ed.

This ruling is limted to the formof Plan X as
anended, excluding any form defects that may violate the
nondi scrimnation requirenents of section 403(b) (12) of the
Code. This rullngldoes not extend to any operationa

|

violations of secfion 403(b) by Plan X now or in the
future.

This.rulin% Is directed onlg to the taxpayer who
requested it. ection 6110(k) (3) of the Code provides that
it may not be used or cited by others as precedent.

229




-10-
Kkkkhkhkdkkhkdhrhkhkhhbhkhhhhs 2 0 0 O 5 0 O 5 O

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

Sincerely yours,
isygned) JOYCE B. FIOYD

Joyce B. Fl oyd, Manager

Enpl oyee Plans Technical Goup 2
Tax Exenpt and Gover nnment
Entities D vision

Encl osures: .
Del eted Copy of this Letter
Notice of Intention to D sclose
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