
  
  



  

  

  

  
  

    

  

  

  



  

  

  

    



purpose or function of which is the administration or funding of a plan or program for the 
provision of retirement benefits or welfare benefits, or both, for the employees 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. 

Code section 414(e)(3)(B) provides that an employee of a church or convention or 
association of churches shall include an employee of an organization, whether a civil law 
corporation or otherwise, which is exempt from tax under section 501, and which is 
controlled by or associated with a church or a convention or association of churches. 

Code section 414(e)(3)(C) provides that a church or a convention or association of churches 
which is exempt from tax under section 501 shall be deemed the employer of any individual 
included as an employee under subparagraph (B). 

Code section 414(e)(3)(D) 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. 

Code section 414(e)(4)(A) provides that if a plan established or maintained for its employees 
by a church or convention or association of churches which is exempt from tax under section 
501 fails to satisfy one or more of the requirements of section 414(e) and corrects the failure 
within the correction period, the plan is deemed to meet the requirements of section 414(e) 
for the year in which correction was made and for all prior years. Section 414(e)(4)(C) 
provides that the term "correction period" means the period ending 270 days after the date of 
mailing by the Secretary of a notice of default with respect to the plan's failure to meet one or 
more of the church plan requirements. 

In order for an organization that is not itself a church or convention or association of 
churches to have a church plan under Code section 414(e), that organization must establish 
that its employees are employees or deemed employees of a church or convention or 
association of churches under section 414(e)(3)(B). Employees of such an organization 
maintaining a plan are considered to be a church employee if the organization: (1) is exempt 
from tax under section 501, (2) is controlled by or associated with a church or convention or 
association of churches, and (3) provides for administration or funding of the plan by an 
organization described in section 414(e)(3)(A). 

In this case, Organization A is exempt from tax under Code section 501 (a). The participants 
in the Plans (Plans S, U, V, W and X) are employees of Organization A, and Organization A 
is closely linked with Church A and Synod B, a regional subdivision of Church A composed 
of Church A congregations. Organization A's Bylaws require that at least a majority of 
Organization A's Board of Directors be members of Church A or Synod B, and these 
provisions cannot be amended without the consent of Church A. Section 10 of Organization 
A's Articles of Incorporation provides that Organization A is intended to be affiliated with 
Church A and Synod B. On dissolution, all of Organization A's remaining assets will be 
distributed to Church A. 



  

  
  

    
  

  

  

  

    



Regarding ruling request (2), Code section 4980B(a) imposes a tax on the failure of a group 
health plan to meet the requirements of subsection (f) (pertaining to continuation coverage 
requirements of group health plans). 

Code section 4980B(d)(3) provides that section 49806 does not apply to any church plan 
within the meaning of section 414(e). 

Since we concluded in ruling request ( I )  that Plans U, V, W and X are church plans under 
Code section 414(e), we conclude with respect to ruling request (2) that Plans U, V, W and X 
are exempt from the requirements of section 4980B. 

With respect to Plan S, this ruling takes effect on the adoption of the proposed amendment 
to Plan S as described above. This letter expresses no opinion as to whether Plan S 
satisfies the requirements of Code section 403(b)(9). 

This ruling is directed only to the taxpayer that requested it. Code section 61 10(k)(3) 
provides that it may not be used or cited by others as precedent. 

The original of this letter has been sent to your authorized representative in accordance with 
a power of attorney on file in this office. Should you have any questions or concerns, please 
contact 

Sincerely yours, 

Carlton A. Watkins, Manager 
Employee Plans Technical Group 1 

Enclosures: 
Notice 437 
Copy of deleted ruling 

CC: 


