
of interest are identical to the rights and
obligations of the specific class of part-
nership interest held by the limited
partners described in paragraph (h)(4)(i)
of this section.
(5) Exception for service partners in

service partnerships.An individual who
is a service partner in a service partner-
ship may not be a limited partner under
paragraphs (h)(2), (h)(3), or (h)(4) of
this section.
(6) Additional definitions.Solely for

purposes of this paragraph (h)—
(i) A class of interestis an interest

that grants the holder specific rights and
obligations. If a holder’s rights and
obligations from an interest are different
from another holder’s rights and obliga-
tions, each holder’s interest belongs to a
separate class of interest. An individual
may hold more than one class of interest
in the same partnership provided that
each class grants the individual different
rights or obligations. The existence of a
guaranteed payment described in section
707(c) made to an individual for ser-
vices rendered to or on behalf of a
partnership, however, is not a factor in
determining the rights and obligations of
a class of interest.
(ii) A service partner is a partner

who provides services to or on behalf of
the service partnership’s trade or busi-
ness. A partner is not considered to be a
service partner if that partner only pro-
vides a de minimis amount of services
to or on behalf of the partnership.
(iii) A service partnershipis a part-

nership substantially all the activities of
which involve the performance of ser-
vices in the fields of health, law, engi-
neering, architecture, accounting, actu-
arial science, or consulting.
(iv) A substantial interest in a class

of interestis determined based on all of
the relevant facts and circumstances. In
all cases, however, ownership of 20
percent or more of a specific class of
interest is considered substantial.
(i) Example.The following example

illustrates the principles of paragraphs
(g) and (h) of this section:
Example.(i) A, B, and C form LLC, a limited

liability company, under the laws of State to
engage in a business that is not a service partner-
ship described in paragraph (h)(6)(iii) of this
section. LLC, classified as a partnership for fed-
eral tax purposes, allocates all items of income,
deduction, and credit of LLC to A, B, and C in
proportion to their ownership of LLC. A and C
each contribute $1x for one LLC unit. B contrib-
utes $2x for two LLC units. Each LLC unit
entitles its holder to receive 25 percent of LLC’s
tax items, including profits. A does not perform
services for LLC; however, each year B receives a

guaranteed payment of $6x for 600 hours of
services rendered to LLC and C receives a
guaranteed payment of $10x for 1000 hours of
services rendered to LLC. C also is elected LLC’s
manager. Under State’s law, C has the authority to
contract on behalf of LLC.

(ii) Application of general rule of paragraph
(h)(2) of this section.A is treated as a limited
partner in LLC under paragraph (h)(2) of this
section because A is not liable personally for debts
of or claims against LLC, A does not have
authority to contract for LLC under State’s law,
and A does not participate in LLC’s trade or
business for more than 500 hours during the
taxable year. Therefore, A’s distributive share
attributable to A’s LLC unit is excluded from A’s
net earnings from self-employment under section
1402(a)(13).

(iii) Distributive share not included in net earn-
ings from self-employment under paragraph (h)(4)
of this section.B’s guaranteed payment of $6x is
included in B’s net earnings from self-employment
under section 1402(a)(13). B is not treated as a
limited partner under paragraph (h)(2) of this
section because, although B is not liable for debts
of or claims against LLC and B does not have
authority to contract for LLC under State’s law, B
does participates in LLC’s trade or business for
more than 500 hours during the taxable year.
Further, B is not treated as a limited partner under
paragraph (h)(3) of this section because B does
not hold more than one class of interest in LLC.
However, B is treated as a limited partner under
paragraph (h)(4) of this section because B is not
treated as a limited partner under paragraph (h)(2)
of this section solely because B participated in
LLC’s business for more than 500 hours and
because A is a limited partner under paragraph
(h)(2) of this section who owns a substantial
interest with rights and obligations that are identi-
cal to B’s rights and obligations. In this example,
B’s distributive share is deemed to be a return on
B’s investment in LLC and not remuneration for
B’s service to LLC. Thus, B’s distributive share
attributable to B’s two LLC units is not net
earnings from self-employment under section
1402(a)(13).
(iv) Distributive share included in net earnings

from self-employment.C’s guaranteed payment of
$10x is included in C’s net earnings from self-
employment under section 1402(a). In addition,
C’s distributive share attributable to C’s LLC unit
also is net earnings from self-employment under
section 1402(a) because C is not a limited partner
under paragraphs (h)(2), (h)(3), or (h)(4) of this
section. C is not treated as a limited partner under
paragraph (h)(2) of this section because C has the
authority under State’s law to enter into a binding
contract on behalf of LLC and because C partici-
pates in LLC’s trade or business for more than
500 hours during the taxable year. Further, C is
not treated as a limited partner under paragraph
(h)(3) of this section because C does not hold
more than one class of interest in LLC. Finally, C
is not treated as a limited partner under paragraph
(h)(4) of this section because C has the power to
bind LLC. Thus, C’s guaranteed payment and
distributive share both are included in C’s net
earnings from self-employment under section
1402(a).

(j) Effective date.Paragraphs (d), (e),
(f), (g), (h), and (i) are applicable begin-
ning with the individual’s first taxable
year beginning on or after the date this

section is published as a final regulation
in the Federal Register.

Margaret Milner Richardson,
Commissioner of Internal Revenue.

(Filed by the Office of the Federal Register on
January 10, 1997, 8:45 a.m., and published in the
issue of the Federal Register for January 13, 1997,
62 F.R. 1702)

Employee Plans and Exempt
Organizations; Requests for Certain
Determination Letters and
Applications for Recognition of
Exemption

Announcement 97–20

PURPOSE

This is to announce new ‘‘Where to
File’’ instructions for applications for
employee plan determination and other
letters, as well as exempt organization
applications for recognition of exemp-
tion from federal income tax, previously
submitted to the Los Angeles Key Dis-
trict Office of Internal Revenue.

BACKGROUND

The Internal Revenue Service is in
the process of centralizing the filing of
requests for determination and other
letters and applications for recognition
of tax exemption. Announcement 95–51,
published in Internal Revenue Bulletin
1995–25 at page 132, announced that
centralization will be phased in by dis-
trict. Announcement 96–92, published in
Internal Revenue Bulletin 1996–38 at
page 151, announced that beginning
September 1, 1996, requests formerly
sent to the key district offices in Atlanta,
Georgia, and Baltimore, Maryland,
should be sent to the Internal Revenue
Service Center in Covington, Kentucky.
Announcement 96–133, published in In-
ternal Revenue Bulletin 1996–53 at page
60, announced that beginning January 1,
1997, requests formerly sent to the key
district offices in Chicago, Illinois, and
Dallas, Texas, should also be sent to the
Covington address.
In addition, the Service is consolidat-

ing the employee plan volume submitter
and regional prototype programs that are
presently maintained by each individual
key district office. Plans previously ap-
proved by a key district office, whose
determination letter processing program
is being transferred to Cincinnati, will
be reviewed using the same criteria and
procedures used by the original district
office. New guidelines are being devel-
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oped that wil l combine the best features
and procedures currentl y in use by the
districts. Guidelines for the revised vol-
ume submitter and regional prototype
programs wil l be explained in a future
announcement.

INSTRUCTIONS

Beginning Apri l 1, 1997, letter re-
quests and applications previously sub-
mitted to the Key Distric t Office in Los
Angeles, California , should be sent to
the Internal Revenue Service Center in
Covington, Kentucky, at the address
shown below. (For a period of time,
requests and applications mistakenly
sent to the Los Angeles Key District
Office wil l be forwarded.) The new
address applies to requests for determi-
nation letters, regional prototype notifi-
cation letters and volume submitter ad-
visory letters, on the qualified status of
employee plans under sections 401,
403(a), and 409, and the exempt status
of any related trust under section 501 of
the Internal Revenue Code, applications
for recognition of tax exemption on
Form 1023, Form 1024, and Form 1028
and other applications for recognition of
qualification or exemption. The affected
plan sponsors and organizations are
those whose principa l office or place of
business is located in Alaska, California,
Hawaii, Idaho, Nevada, Oregon, and
Washington. These requests and applica-
tions, as well as those formerl y submit-
ted to the Atlanta, Baltimore, Cincinnati,
Chicago, and Dallas Key Districts,
should be sent to:
Internal Revenue Service
P.O. Box 192
Covington, KY 41012–0192
Unti l further notice, plans and organi-

zations in all other locations, i.e., those
located withi n the jurisdictio n of the
Brooklyn Key Distric t Office, wil l con-
tinue to fil e their requests or applica-
tions in accordance with the applicable
user fee instructions, currentl y in Sec-
tion 7 of Revenue Procedure 97–8,
published in Internal Revenue Bulletin
1997–1, at page 187, and the instruc-
tions for Form 8717, User Fee for
Employee Plan Determination Letter Re-
quest, or Form 8718, User Fee for
Exempt Organization Determination Let-
ter Request.
Comments or concerns regarding the

centralization of the determination pro-
cess or applications submitted to the
Covington address, may be directed to

the EP/EO Customer Service Unit in
Cincinnati at (513) 684–3957 (not a
toll-fre e number).

Foundations Status of Certain
Organizations

Announcement 97–23

The following organizations have
failed to establish or have been unable
to maintain their status as public chari-
ties or as operating foundations. Accord-
ingly, grantors and contributor s may not,
after this date, rely on previous rulings
or designations in the Cumulative List
of Organizations (Publication 78), or on
the presumption arising from the filing
of notices under section 508(b) of the
Code. This listing doesnot indicate that
the organizations have lost their status
as organizations described in section
501(c)(3), eligible to receive deductible
contributions.
Former Public Charities . The follow-

ing organizations (which have been
treated as organizations that are not
privat e foundations described in section
509(a) of the Code) are now classified
as privat e foundations:
Abilene Cultura l Foundation, Abilene,
TX

Academy of Mount St. Scholastica
Endowment Association, Inc.,
Atchison, KS

Accessible Parks Incorporated, Austin,
TX

Acorn-Pacific Foundation, Port Collins,
CO

Advocates for Incest Survival, Houston,
TX

American Association for Advancement
Core Curriculum , Denver, CO

American Awareness Institute, Inc.,
Kansas City, KS

American Economic Defense
Foundation, Denver, CO

American Indian Anti-Defamation
Council, Denver, CO

American Indian Resource and
Education Coalition, San Antonio, TX

American Pow-Mia Coalition, Shawnee
Mission, KS

A. M. G. Foundation, Inc., Lewisville,
TX

Andale Nogales Foundation, Nogales,
AZ

Ardr a Foundation, Lawrence, KS
Arizona Childrens Heart Fund, Inc.,
Phoenix, AZ

Blummer 100 KN Trai l Run, Boulder,
CO

Bob Rich Memorial Scholarship
Foundation Trust, Williamsburg, VA

Boys and Girl s Club of La Joya Texas,
Inc., La Joya, TX

Brazos Valley Christian Home School
Sports Association, Bryan, TX
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