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Gent | enen:

This is in reply to a request for rulings submtted on
August 19, 1999, as revised on Novenber 20, 2000, and
suppl enented on March 22, 2001, February 8, 2002, and March 25,
2002, concerning a proposed comm ngling arrangenent for funds of
retirement inconme accounts described in section 403(b) (9) of the
Internal Revenue Code (the "Code") with assets of plans that are
qualified under section 401(a) of the Code and assets of Church
A's Endownrent Funds.

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

The CGeneral Convention is Church A's national body, wth a
House of Deputies and a House of Bishops. The Cenera
Convention has the exclusive authority (1) to anmend the book of
common prayer; (2) to anend Church A's constitution; (3) to
anmend the cannons of Church A; and (4) to determ ne the program
and budget of the General Convention, as well as any m ssionary,
educational, and social prograns.

The Adm nistrator was organized in 1914 to provide
retirement benefits for Church A's clergy and their
benefici ari es. The General Convention established the
Adm ni strator, and the bishops and deputies of the Ceneral
Convention elect the Admnistrator's governing board. The
Ceneral Convention selects 24 of the Admnistrator's 25
trustees. The Adm nistrator is listed in Church A's directory
of official Church A agencies. Also, the Admnistrator is
associated with Church A through the governing board' s commobn
religious bonds and convictions, as denonstrated by the
Adm nistrator's constitution.

The Adm nistrator was recognized as an organization that is
exenpt from tax under section 501 (c) (3) of the Code and is a
supporting organi zation of the church under section 509(a) (3).
The primary function of the Admnistrator is to serve as both
the sponsor and admnistrator of (1) Plan W a section 401(a)
plan; (2) Plan X, a section 401(a) plan; and (3) Plan Y, a
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section 403(b) (9) plan (the "Plans"). The Administrator also
recei ves and manages ot her funds, including the Endowrent Funds.

Plan Wis intended to qualify under section 401(a) of the
Code. On August 5, 1994, the District Director issued a
determnation or ruling concerning the continued exenption of
the Adm nistrator under section 501(c) (3) of the Code.

Plan X received a favorable determnation |etter concerning
its continued qualification under section 40l1{a) of the Code in
a letter dated February 9, 1988.

Plan Y is intended to qualify as a retirenment incone
account under section 403(b) (9) of the Code, and as a church
pl an under section 414(e) (3) of the Code. The Adm nistrator has
the authority to control and nanage the operation and
adm nistration of Plan Y on behalf of all of the nenber churches
and their affiliates.

Church A and its affiliates that have adopted or wll adopt
one of the Plans and make contributions on behal f of their
enpl oyees mnust al so be recogni zed as organi zati ons exenpt from
tax under section s01{c) (3) of the Code.

As part of its mssion on behalf of Church A the
Admi nistrator established three new nonprofit entities -
Organi zation A, Oganization B and Organization C - to commngle
and collectively invest assets held in the Plans with other
Church related Endowrent Funds ("CGeneral Church Endownent
Funds") , including the non-pension endownent assets of one or
nore provinces, dioceses, parishes, nssions, agencies,
institutions and other entities connected with Church A
(collectively referred to as "Eligible Investors").
Organi zation A, Oganization B and Organi zation C have been
recogni zed as exenpt from tax under section 501(c) (3) and as
supporting organi zations to Church A under section 509(a) (3).
The Administrator is the sole nenber of O ganization A which is
the sole nenber of each Organization B and O ganization C
(collectively, the "C Funds")

Organization A will provide or enter into relationships
with third parties who will provide, investnent nmanagenent and
related services with respect to the conm ngling arrangenent.
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Such services will be provided solely to carry out the
charitable and religious purposes of Church A Organi zation A
is closely associated with the Adnministrator and Church A Al
directors of Organization A nust be officers or trustees of the
Adm ni strator and nust be approved by the Admnistrator's board
of trustees. The Ceneral Convention elects all but one of the
Adm ni strator's trustees. The president of the Adm nistrator
serves ex officio as a trustee.

Organi zation B and Organization C {("C Funds") are single-
menber corporations with O-ganization A as their sole nenber.
Organi zation B and Organization C are recogni zed as
organi zati ons exenpt from tax under section 501(c} (3) and as
supporting organi zati ons under section 509(a) (3) of the Code in
letters fromthe Internal Revenue Service dated Novenber 20,
2000. Organi zation A elects the directors of Organization B and
Organi zation C These directors nust also be officers or
directors of Oganization A

C Funds will hold title to certain assets of Church A and
the Plans (Plan W Plan X and Plan Y) and the Church Endowrent
Funds. The Boards of Directors of each of the C Funds
(Organi zation B and Organi zation C) has adopted resolutions
concerning the managenent of retirenment plan assets, as follows:

RESOLVED, in the event assets that equitably belong to
church retirement Plans that qualify under section

403(b) (9) of the Code (the "403(b) (9) Assets") are
commngled with assets that equitably belong to Plans that
gual i fy under section 401(a) of the Code (the "401 (a)
Assets" and, together with the 403(b) (9) Assets, the "Plan
Assets"), and other assets (the "OQther Assets") of

provi nces, dioceses, parishes, mssions, agencies,
institutions or other entities connected with Church A
each of the (i) 403(b) (9) Assets, (ii) 401(a) Assets, (iii)
and O her Assets shall be accounted for separately for all
pur poses.

RESOLVED, FURTHER, no part of the Plan Assets (or incone
therefrom) may be used for, or diverted to, purposes, other
than for the exclusive benefit of the enpl oyees who
participate in the Plan or their beneficiaries. No part of
the equity of, or any interest in, any Plan may be assigned
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to any person or entity. In the case of any merger or
consolidation of any Plan, or a transfer of the assets or
l[iabilities of such Plan to, any other retirenent benefit
plan (the "Transferee Plan"), each of the Plan's
participants shall have a benefit in the Transferee Pl an
(determned as if such Transferee Plan were then term nated
i medi ately after such nerger, consolidation or transfer)
that is equal to or greater than the benefit that the
participant would have been entitled to receive imediately
before such merger, consolidation or transfer in the Plan
in which he or she was then a participant (had such Pl an
been termnated at that tme) and the remaining assets of
the Plan shall continue to be managed in a nmanner

consistent with the provisions of this resolution. The
preceding sentence is not intended to cover any nerger or
transfer of Plan assets or liabilities between a 403(b)
arrangenent and a plan qualified under section 401(a) of

t he Code.

The conm ngling arrangenent will provide Church A with a
mechanism to allow Eligible Investors to pool their investnent
assets under the custody and managenent of experienced
custodi ans and investnment mnanagers in order to achieve |ower
i nvestnent costs and higher quality investnent advice.

The Participation Agreenent between O ganization A and
Eligible Investors identifies the investnent manager and
provi des that the custodian may use other U S. banks. Appendi x
A and Appendix B, which are attached to the Participation
Agreenent, nanes Custodian D as the custodian of both C Funds.
Appendi x A nanes an investnent manager of O ganization C and
states that Organization C will be primarily invested in a
diversified portfolio of publicly traded equity securities of
U. S. issuers, or those non-US. included in a specified I|ndex,
based on the investnent manager's expected return rankings.
I ndustry sector weights will be maintained close to those of the
speci fied I ndex. Exchange traded futures contracts on the
specified Index may be used to adjust the market exposure of the
portfolio. The investnent objective is to exceed the return of
the specified Index of a market cycle with a level of risk
conparable to that of the specified Index. Appendix B names an
i nvest nent nmanager of Organization B and states that
Organization B will be primarily invested in a diversified
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portfolio of publicly traded investnent grade fixed incone
securities of U S. issuers selected by the investnent nmanager
based on credit, security and sector analysis. Securities could
include U.S. CGovernnent issues, corporate issues, nortgage
securities and asset backed securities. Exchange traded futures
contracts on the U 'S. Treasury issues nmay be used to adjust the
mar ket exposure of the portfolio. The investnent objective is
to exceed the return of a specified Index over a three-to-five
year tinme horizon with a conparable |evel of risk

A copy of the Participation Agreenment for the C Funds
provides, in part, that Oganization A has established the C
Funds to permt assets of Church A-related entities to be pool ed
for investnent purposes and placed under the discretionary
managenent of third party investnent nanagers. Each Eligible
I nvestor that contributes assets to the C Funds pursuant to the
comm ngling arrangenent will enter into a Participation
Agreenment with the C Funds. Adm ssions of Eligible Investors
and contributions and withdrawals will be permtted on the basis
of the C Funds' Unit val ue. Each C Fund is divided for record
keepi ng purposes into.Units representing an undivided interest
in the Fund Units, each Unit of which represents an equal
interest wwth each other Unit in the sanme Fund, none having
priority or preference over another., The Participation
Agreenent provides that in the case of an investnent in a C Fund
consisting of assets of an enployee benefit plan described in
section 401(a) or section 403(b) (9) limtations simlar to those
descri bed above for the C Funds are enunerated in the agreenent
concerni ng separate accounting, exclusive benefit and
limtations on transferability.

For accounting purposes, the C Funds will issue to each
Eligible Investor a nunber of Units in the Fund corresponding to
t he anmount contributed, which represents such Eligible
Investor's proportionate interest in the assets held in a C
Fund. Al periodic paynents of dividends, interest, gains, or
ot her earnings payable in respect of such assets will be
automatically reinvested on behalf of the Eligible Investors.
These anmobunts will be reflected in the value of the Units of the
C Funds. The Eligible Investors may w thdraw assets from the C
Funds in mnimum anounts of &¥xxxx
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Eligible Investors will receive nonthly, quarterly and
annual reports showing the activities on their accounts,
including contributions and withdrawals, and the fair market
value of the Units held for their accounts.

Each Eligible Investor understands that it wll bear its
proportionate share of the annualized fees, expenses, and other
costs incurred in operating the Funds.

It is anticipated that Plan W Plan X and Plan Y with other
Church related Endowrent Funds ("General Church Endownrent
Funds") , including the non-pension endowrent assets of one or
nore provinces, dioceses, parishes, mssions, agencies,
institutions and other entities connected with Church A
(collectively referred to as "Eligible Investors") wll
participate in the conmngling arrangenent. In the future
ot her plans sponsored by a nenber of Church A or Church A
affiliate that is qualified under Code section 401(a) or is
described in section 403(b) (9), may also participate in the
comm ngling arrangenent.

Based on these facts and representations, your authorized
representative requested the follow ng rulings:

The proposed comm ngling arrangenent (1) will not cause
Plan Wto be other than a qualified plan under section 401(a) of
the Code, (2) will not cause Plan X to be other than a qualified
pl an under section 401(a) of the Code, and (3) will not cause
Plan Y to be other than a retirenent inconme account described in
section 403(b) (9) of the Code.

Section 501(a) of the Code provides an exenption from
federal incone tax for organizations described in sections
401(a) and 501(c) (3). Section 501(c) (3) of the Code provides in
part for an exenption from federal incone tax of organizations
organi zed and operated exclusively for charitable purposes.

Section 401(a) (2) of the Code provides that under each
trust instrument it nust be inpossible, at any tine prior to the
satisfaction of all liabilities with respect to enpl oyees and
their beneficiaries under the plan and the trust or trusts, for
any part of the corpus or incone to be used for, or diverted to,
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pur poses other than for the exclusive benefit of the enployees
or their beneficiaries.

The Pension Provisions of the Conference Report for the Tax
Equity and Fiscal Responsibility Act of 1982, Pub. L. 97-248,
1982-2 C.B. 462, 468, concerning retirenent savings for church
enpl oyees, provides, in part, as follows:

The conferees intend that the assets of a retirenment incone
account for the benefit of an enployee or his beneficiaries
may be commingled in a common fund nmade up of such

accounts. However, that part of the common fund which
equitably belongs to any account nust be separately
accounted for (i.e., it mnmust be possible at all tinmes to

determne the account's interest in the fund), and cannot
be used for, or diverted to, any purpose other than the
exclusive benefit of such enployee and beneficiaries.
Provided those requirenents are net, the assets of a
retirement inconme account also nmay be commngled with the
assets of a tax-qualified plan w thout adversely affecting
the status of the account or the qualification of the plan

The conferees also intend that the assets of a church plan
(section 414(e)) may be commngled in a common fund with
ot her amounts devoted exclusively to church purposes (for
exanple, a fund maintained by a church pension board) if
that part of the fund which equitably belongs to the plan
is separately accounted for and cannot be used for or
diverted to purposes other than for the exclusive benefit
of enpl oyees and their beneficiaries. O course, the
reasonabl e costs of admnistering a retirenent incone
account (including an account which is a part of a conmon
fund) may be charged against the account. Such costs
include the reasonable costs of admnistering a retirenent
i ncone program of which the account is a part, including
costs associated with informng enployees and enployers of
the availability of the program

Church A and all its affiliates (Eligible Investors) that
have adopted or will adopt one of the Plans (Plan W Plan X or
Plan Y) and make contributions on behalf of their enployees nust
be recognized as organi zations exenpt from tax under section
501 (c) (3) of the Code. In addition, an Eligible Investor in the
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conm ngling arrangenent mnust be one of Church A's Endowrent
Funds ("General Church Endowrent Funds"), including the non-
pensi on endowrent assets of one or nore provinces, dioceses,
pari shes, m ssions, agencies, institutions and other entities
connected with Church A (collectively referred to as "Eligible
| nvestors").

The primary function of the Adm nistrator is to serve as
bot h sponsor and administrator of Plan W Plan X and Plan Y.
The Admi nistrator, Organization A Oganization B and
Organi zation C are exenpt from tax under section 501{(c) (3) of
the Code, and they are associated with and controlled by Church
A through the Administrator within the neaning of section
414(e) (3) of the Code.

Under the commingling arrangement, the assets of Plan W
Plan X, Plan Y and Church A's Endownent Funds will be conm ngl ed
and held by the C Funds for investnent purposes. Al t hough the C
Funds will hold the assets of Plan W Plan X, Plan Y and the

Endownent Funds, the commingled assets will equitably belong to
Plan W Plan X and Plan Y and the Endowrent Funds and will be
separately accounted for. Further, Custodian D will be

custodi an of both C Funds.

For accounting purposes, Oganization A will issue to each
Eligible Investor a nunber of units in the Plans correspondi ng
to the amounts contributed and represents each Eligible
Investor's proportionate interest in the assets held in the
commi ngl i ng arrangenent. Furthermore, the resolution passed by
Organi zation B and Organization C will protect the assets of the
Pl ans under the Conm ngling Arrangenment, and the resol utions
provide that no part of the Plan assets (or inconme therefron
may be used for, or diverted to, purposes other than for the
excl usive benefit of the enployees who participate in the Plans
or their beneficiaries. Under these circunstances we believe
that the separate accounting requirenment will be satisfied and
that the assets of the Plans will be used only for the exclusive
benefit of the enployees of the Eligible Investors as required
by the Tax Equity and Fiscal Responsibility Act of 1982.

Accordingly, based on these facts and representations we
concl ude as foll ows:
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The proposed comm ngling arrangenent (1) will not cause
Plan Wto be other than a qualified plan under section 401(a) of
the Code, (2) wll not cause Plan X to be other than a qualified
pl an under section 401 (a) of the Code, and (3} will not cause
Plan Y to be other than a retirenent incone account described in
section 403(b) (9) of the Code.

The Participation Agreenment nust be signed by the C Funds
and each Eligible Investor that participates in the comm ngling

arrangenent . Further, the investnent managers should also sign
an agreenent with Oganization A and the C Funds that is at
| east as stringent as the Participation Agreenents that wll be

signed by the Eligible Investors. That agreenent should state
the investnent requisites, as follows: (1) the cost nust not
exceed the fair market value at the time of purchase, (2) a fair
return comensurate with the prevailing rate nust be provided,
(3) sufficient liquidity must be maintained to permt
distributions in accordance with the terms of the Plans, and (4)
the safeguards and diversity that a prudent investor would
adhere to nust be present.

This letter expresses no opinion whether Plan Wor Plan X
is qualified under section 401(a) of the Code. This letter also
expresses no opinion whether Plan Y is a retirenent incone
account provided by a church as described in section 403(b) (9)
of the Code. Also, the letter expresses no opinion as to
whether Plan W Plan X or Plan Y is a church plan described in
section 414 (e) of the Code.

This ruling is based upon the assunption that the assets of
Plans W X and Y will be used to provide participant benefits
for each plan respectively.

This ruling is directed only to the taxpayer who requested
it. Section 6110(k) (3) of the Code provides that it may not be
used or cited by others as precedent.

The original of this letter has been sent to your
aut hori zed representative in accordance with a power of attorney
on file in this office.
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If you have any questions please contact ne or
at

Sincerely yours,

Gl Prnic

Al an Pipkin, Manager
Enpl oyee Pl ans Technical Goup 4
Tax Exenpt & Government Entities D vision

Encl osur es:
Del eted copy of this letter
Notice of Intention to Disclose, Notice 437




