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lhternal Revenue Service Department of the Treasury

District Delaware-Maryland District 31 Hopkins Plaza, Baltimore, MD 21201
Director
Telephone: (410) 962-6058

August 1, 1996

- 3211 4th Street, N.E.
Washington, D.C. 20017-1194

Dear Ms. Halloran:

In a ruling dated March 25, 1946, we held that the agencies and
instrumentalities and all educational, charitable and religious institutions
‘operated, supervised, or controlled by or in connection with the Roman
Catholic Church in the United States, its territories or possessions appearing
in the 0fficial Catholic Directory for 1946, are entitled to exemption from
federal income tax under the provisions of section 101(6) of the Internal
Revenue Code of 1939, which corresponds to section 501(c)(3) of the 1986 Code.
This ruling has been updated annually to cover the activities added to or
deleted from the Directory.

The Official Catholic Directory for 1996 shows the names or addresses of all
agencies and instrumentalities and all educational, charitable, and religious
institutions operated by the Roman Catholic Church in the United States, its
territories and possessions in existence at the time the Directory was
published. It is understood that each of these is a non-profit organization,
that no part of the net earnings thereof inures to the benefit of any
individual, that no substantial part of their activities is for prometion of

legislation, and that none are private foundations under section 509(a) of the
Code,

Based on all information submitted, we conclude that the agencies and
instrumentalities and educational, charitable, and religious institutions
operated, supervised or controlled by or in connection with the Roman Catholic
Church in the United States, its territories Or possessions appearing in the
Official Catholic Directory for 1996 are exempt from federal income tax under
section 501(c)(3) of the Code.

Danors may deduct contributions to the agencies, instrumentalities and
institutions referred to above, as provided by section 170 of the Code,
Bequests, legacies, devises, transfers, or gifts to them or for their use are
deductible for federal estate and gift tax purposes under sections 2055, 2106,
and 2522 of the Code. :
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Ms. Deirdre Halloran -

Beginning January 1, 1984, unless specifically excepted, you and your
subordinates must pay tax under the Federal Insurance Contributions Act
(Social Security taxes) for each employee who is paid $100 or more in a
calendar year. You and your subordinates are not liable for tax under the
Federal Unemployment Tax Act (FUTA).

- Next year, within 90 days before .the close of your annual accounting period,
or by May 31, the date ‘established by our letter of April 28, 1975, which zave
an extension of time to file the information, please send one copy of the
Official Catholic Directory of 1997 for each Internal Revenue District in
which one or more of your subordinates are located, with four additional
copies to this office,

The conditions concerning the retention of your group exemption as set forth
in our previous determination letter of August 17, 1983 remain in full force
and effect. -

Sincerely yours,

A i

Paul M. Harrington
District Director
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August 12, 1996

FOR THE INFORMATION OF: The Most Reverend Archbishops and Bishops, Diocesan
Attorneys and Fiscal Managers, and State Conference

Directors
SUBJECT: 1996 Group Ruling
FROM: Mark E. Chopko, General Counsel

(Staff: Deirdre Dessingue Hallorard,
Associate General Counsel)

Enclosed is a copy of the Group Ruling issued on August 1, 1996 by the internal
Revenue Service ("IRS"), with respect to the federal tax status of organizations listed in the 1986
edition of the Officiai Catholic Directory ("OCD"). As explained in greater detail below, this ruling
s important for establishing:

1) the exernption of such organizations from:

(a) federal income tax;
(b) federal unempioyment tax (but see {15 of "Explanation” beiow); and

(2)  the deductibility, for federal income, gift and estate tax purposes, of
contributions to such organizations.

The 1996 Group Ruling is the latest in a series that began 50 years ago with the original
determination of March 25, 1946. In the 1946 document, the Treasury Department affirmed, in
a single group ruling, the exemption from federal income tax of all Catholic institutions listed in
the OCD for that year. Each vear since 1946, in a separate letter, the 1946 ruling has been
extended to cover the institutions listed in the current OCD. The language of these rulings has
remained relatively unchanged, except to reflect intervening medifications in the Internal
Revenue Code ("Code"). The 1996 Group Ruling is consistent with the 1995 ruling, and
incorporates by reference the conditions set forth in the 1983 ruling that USCC must meet to
maintain the group exemption. The 1996 OCD refiects certain changes that have been made
in USCC's administration of the group exemption. Certain Catholic organizations with
independent IRS exemption determination letters are listed in the 1996 OCD with an asterisk ™,
which is explained at page A-14 to indicate that the organization is not covered by the Group
Ruling.

The annual group rulings clarify important tax consequences for Catholic institutions
listed in the OCD, and should be retained for ready reference. Rulings from earlier years are
.important to establish the tax consequences of transactions that occurred during those years.




Responsibilities under Group Ruling. Diocesan officials who compile OCD information
for transmittal to P.J. Kenedy & Sons, the OCD publisher, are responsible for the accuracy of
such information. This means that they must ensure that only qualified organizations are listed,
that crganizations that cease to quaiify are deleted promptly, and that qualified newiy-created
organizations are listed as soon as possible. The current legal and procedural requirements for
inclusion in the Group Ruling and OCD, as well as the appiication form, are contained in the
OGC Memo dated January 13, 1995. If you need a copy of this document, please contact OGC.

EXPLANATION

1. Exemption from Federal income Tax. The iatest ruling reaffirms the exemption
from federal income tax under section 501(c)(3) of the Code of "the agencies and

instrumentalities and educational, charitable, and religious institutions operated, supervised or
controlied by or in connection with the Roman Catholic Church in the United States, its territories
or possessions appearing in the Official Catholic Directory for 1996" (with the exception of
organizations noted with an asterisk and foreign organizations).

2. Federal Excise Taxes. Inclusion in the Group Ruling has no effect on an
organization's liability for federal excise taxes. Exemption from these taxes is very limited.
Please refer to your attorney any questions you may have about excise taxes.

3. State/L.ocal Taxes. Inclusion in the Group Ruling has no effect on an
organization's liability for state or focat income, sales or property taxes. Typically, separate
exemptions must be obtained from the appropriate state or local tax authorities in order to qualify

for any applicable exemptions. Please refer to your aftorney any questions you may have about
- state or local tax exemptions.

4. Deductibility of Contributions. The Group Ruling assures donors that
contributions to the institutions listed in the 1996 OCD and covered by the Group Ruling are
deductible for federal income, gift, and estate tax purposes. (See OGC memo dated December
21, 1993 concerning new substantiation and disclosure requirements applicable to contributions

over $250 and quid pro quo contributions over $75 respectively.)

5. Unemployment Tax. The group ruling estabiishes exemption from federal
unempioyment tax only. Individual states may impose an unemployment tax on organizations
~ included in the Group Ruling, even though they are exempt from the federal tax. Please refer
to your attorney any questions you may have about state unemployment tax.

6. Social Security Tax. All section 501(c)(3) organizations, including churches, are
required to pay taxes under the Federal Insurance Contributions Act (FICA) for each employee
who is paid $100 or more in a calendar year.? Services performed by diocesan priests in the

Section 3121 (w) of the Code permits certain church-related organizatctions to
make an irrevocable election to aveid payment of FICA taxes, but only if such

organizations are oppoged for religious reasons to payment of social security

taxes.
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exercise of their ministry are not considered “‘employment" for FICA (social security) purposes.?
and FICA should not be withheld from their salaries. For sociai security purposes, diocesan
priests are subject to self-employment tax ("SECA") on their salaries as well as on the value of
housing or housing allowances provided to them.? Neither FICA nor income tax withholding is
required on compensation paid to members of religious institutes who are subject to vows of
poverty and obedience, and who are employed by organizations included in the Group Ruling ¥

7. Form 980. All organizations included in the OCD must file Form 990, Return of
Organization Exempt from Income Tax, unless they are eligible for a mandatory or discretionary
exception. There is no automatic exemption from the Form 990 filing requirement simply
because an organization is listed in the OCD. Organizations required to file Form 990 must
do so by the 15th day of the fifth month after the close of their fiscal year. Among the
organizations not required to file Form 990 under section 6033 of the Code are: churches;
integrated auxiliaries of churches®’ the exclusively religious activities of religious orders: schools
below college levet affiliated with a church or operated by a religious order; organizations with
gross receipts normaily not in excess of $25,000.¢ and certain church-affiliated organizations
that finance, fund or manage church assets, or maintain church retirement insurance programs,
and organizations controlled by religious orders that finance, fund or manage assets used for
exclusively religious activities.?

2 I.R.C. § 3121(b}(8) (A).
3 I.R.C. § 1402(a) (8).
4 Rev. Rul. 77-290, 1977-2 C.B. 26.

I.R.C. § 6033{a}(2) (A}(i); Treas. Reg. § 1.6033-2(R)}. Effective December
20, 1995, the internal support test formerly contained in Rev. Proc. 86-23 ,
1986-1 C.B. 564, 1s the sole test for determining whether an organization
qualifies as an integrated auxiliary of a church. To qualify, an
orgapnization must be described in section 501 (c) (3), qualify as other than
a private foundation, be affiliated with a church, and qualify as
internally supported. An orgapnization will be considered internally
supported ypless it both:

(1) Offers admissions, goods, services, or facilities for sale,
other than on an incidental basis, to the general public
fexcept goods, services, or facilities sold at a nominal charge
or substantially below cest), angd

(2) normally receives more than 50 percent of its support from a
combination of governmental sources: public solicitation of
contributions (such as through a community fund drive}; and
receipts from the sale of admissions, goods, performance of
services, or furnishing of facilities in acrivities that are
not unrelated trades or businesses.

. Amnouncement 82-88, 1982-25 I.R.B. 23.

Rev. Proc. 96-10, 19%6-2, I.R.B. 17 {January 8, 1996} .




Organizations that are required to file Form 990 must upon request make a capy of the
form and its schedules and attachments (other than contributor lists) avaiiable for public
inspection during regular business hours at the organization's principat office and at any regional
or district offices having three or more empioyees. Form 990 for a particular year must be made
available for a three year period beginning with the due date of the return. In addition, the
Taxpayer Bill of Rights 2 Act of 1996, which was signed into law on July 30, 1996, requires
organizations that file Form 990 to comply with written or in-person requests for copies of the
Form 990. The organization may impose no charge other than a reasonable fee to cover
copying and mailing costs. Copies of the form for the past three years must be provided, if

requested. In-person requests must be satisfied immediately. Written request must be satisfied
within 30 days.?

8. Revenue Procedure 75-50. Rev. Proc. 75-50¢ sets forth notice, publication, and
recordkeeping requirements regarding racially nondiscriminatory policies that must be complied
with by private schools, including church-related schoois, to establish and maintain exempt
status under section 501(c)(3) of the Code. Under Rev. Proc. 75-50 private schools are required
to file an annual certification of racial nondiscrimination with the IRS. For private schools not
required to file Form 990, the annuai certification must be filed on Form 5578, Annual
Certification of Racial Nondiscrimination for a Private School Exempt from Federal Income Tax.
Form 5578 must be filed by the 15th day of the fith month following the ciose of the fiscal year.

The requirements of Rev. Proc. 75-50 remain in effect and must be complied with by all
schools listed in the OCD. This may be done individually or by the diocese for all diocesan
schools. School officials should insure that the requirements of Rev. Proc. 75-50 are met
since failure to do so could jeopardize the exempt status of the school and, in the case
of a school operated by a church, the exempt status of the church itself.

9. Lobbying Activities. Organizations inciuded in the Group Ruling may iobby for
changes in the law, provided such lobbying is not more than an insubstantiai part of their total
- activities. Attempts to influence legislation directly and through grassroots lobbying are subject
to this restriction. There is no distinction between lobbying activity that is related to an
organization's exempt purposes and lobbying that is not. There is no fixed percentage that
constitutes a safe harbor for "insubstantial" lobbying. Please refer to your attorney any

questions you may have about permissible lobbying activities.

8 I.R.C. § 6104(e). A copy of the crganization's exemption application and
supporting documents must also be provided on the same basis. However,
since Catholic organizations covered under the Group Ruling do not file
exemption applications with IRS, this provision does not apply to them.
These provisions will become effective 60 days after IRS first issues regu -
lations under which an organization may be relieved of the requirement to
provide copies of its documenrcs. The penalty for willful failure to
provide copies will be $5,000 with respect to each rerurn. I.R.C. § 6685.

? 1975-2 C.B. 587.




10. Political Activities. Section 501{c)(3) of the Code states that organizations
exempt under its provisions may not participate or intervene in any political campaign
on behalf of or in opposition to any candidate for public office. Violation of the
prohibition against political activity can jeopardize the organization's tax-exempt status.
in addition to revoking exempt status, |RS may also impose excise taxes on an exempt
organization and its managers on account of political expenditures. Where there has been a
flagrant violation, IRS has authority to seek an injunction against the exempt organization and
immediate assessment of taxes due. if you have any questions in this regard, please refer them
to your attorney. (See OGC Memo dated February 14, 1996).

509(a)(1), 509(a)(2) or 509(a)(3). Newly-created or newly-affiliated organizations must establish
that they are not private foundations as a condition of inclusion in the Group Ruling and OCD.

12.  Group Exemption Number. The group exemption number assigned to USCC
is 928 or 0928. The number must be included on each Form 980, Form 990-T, and Form 5578

required to be filed by any organization or institution exempt under the group ruling. We

oWk W oW oW ow

If you have questions concerning the group ruling or this memorandum, please contact
Deirdre Dessingue Halloran at 202-541-3300.

Enclosure
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Internal Revenue Service Department of the Treasury

District Baltimore Distriet 31 Hopking Plaza, Baltimore, Md. 21201
Direcior

Telephone: (410) 962-6058

» JUL 20 1394

Ms. Deirdre Halloran

N.E.
Vashington, D.C. 20017-1194

Dear Ms, Halloran:

In a ruling dated March 25, 1946, ve held that the agencies and
instrumentalities and all educational, charitable and religious institutions
operated, supervised, or controlled by or in commection with the Roman
Catbolic Church in the United States, its territories or possessions appearing
in the Officisl Catholic Directory for 1946, are entitled to exemption from
federal income tax under the provisions of section 101(6) of the Internsl
Revenue Code of 1939, which corresponds to section 501(c)(3). of the 1986 Code.
This ruling has been updated annually to cover the activities added to or
deleted from the Directory.

The Official Catholic Directory for 1994 shows the names or addresses of all
agencies and instrumentalities and all educational, charitable, and religious
institutions operated by the Roman Catholic Church in the United States, its
territories and possessions in existence at the time the Directory was

- published. It is understood that each of these is a non-profit organization,
that no part of the net earnings thereof inures to the benefit of any
individual, that no substantial part of their activities 1s for promotion of
legislation, and that pone are private foundations under sectiocn 509(a) of the

Code., — ——

Based on all information submitted, we conclude that the agencies and
- instrumentalities and educational, charitable, and religious imstitutions
operated, supervised or controlled by or in comnection vith the Roman Catholic
Church jin the United States, its territories or possessions appearing in the
Official Catholic Directory for 1994 are exempt from federal income tax umder
‘section 501(¢}(3) of the Code,

Donors may deduct contributions to the agencies, imstrumentalities and
institutions referred to above, as provided by section 170 of the Code.
Bequests, legacies, devises, transfers, or gifts to them or for their use are
deductible for federal estate and gift tax purposes under sectdons 2055, 2106,
and 2522 of the Code,
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Ms. Deirdre Hallor;n
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Beginning January 1, 1984, unless specifically excepted, you and your
subordinates must pay tax under the Federal Insurance Contributions Act
{Social Security taxes) for each enployee vho is paid $100 or more in a
calendar year., You and your subordinates are not liable for tax under the
Federal Unemployment Tax Act (FUTA).

Next year, within 90 days before the close of your annual accounting period,
or by May 31, the date established by our letter of April 28, 1975, vhich gave
an extensian of time to file the information, please send one copy of the
Official Catholic Directory of 1994 for each Internal Revenue District in
which one or more of your subordinates are located, with four additional
coples to this office,

The conditions concerning the retention of your group exemption as set forth
in our previous determination letter of August 17, 1983 remain in full force

and effect,

Sincerely yours,

A

Paul M, Harrington
Distriet Director




internal Revanue Service - Oepartment of the Treasury

Dlstrict 31 Hopkins Plaza, Baltimore, MD 21201
Direcior

Ponon.toContact: .R.D. Mérris
Telephone Numbaer: 488-3100
Reter Repiyto:  EP/E0: 7204
Date: June 18, 1985 |

1312 Massachusetts Avenue, N.W.
Washington, D.C. 20005

Dear Sir:

In a ruling dated March 25, 1946, we held that the agencies and
instrumentalities and all educaticmal, charitable and religious
institutions operated, supervised, or controlled by or in connection with
the Raman Catholic Church Official Catholic Directory for 1946, are
entitled to exemption from Federal income tax under the provisions of
section 101(6} of the Intemal Revenue Code of 1939, which corresponds to
section 501{(c}(3) of the 1954 Code. This ruling has been updated
annually to cover the activities added to or deleted from the Directory.

The Official Catholic Directory for 1985 shows.the names and addresses of
all agencies and instrumentalities and all educaticnal, charitable, and
religious institutions operated by the Roman Catholic Church in the
United States, its territories and possessions in existence at the time
the Directory was published. It is understood that each of these is a
nonprofit organization, that no part of the net earnings thereof inures
to the benefit of any individual, that no substantial part of their
activities is for promotion of legislation, and that ngne are private
foundations under sectior. 509(a) of the Code.

Based on all information sulmitted, we conclude that the agencies and
instrumentalities and educational, charitable, and religious institutions
operated, supervised or controlled by or in connection with the Roman
Catholic Church in the United States, its territories or possessions

appearing in the Official Catholic Directory for 1985 are exempt from

Federal income tax under section 501(c)(3) of the Code.

Donors may deduct contrikutions to the agencies, instrumentalities and
institutions referred to above, as provided by section 170 of the Code.
Bequests, legacies, devises, transfers, or gifts to them or for the;n: use
are deductible for Federal estate and gift tax purposes under sections
2055, .2106, and 2522 of the Code.
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Next year, within 90 days before the close of your annual accounting
period, or by May 31, the date established by our letter of April 28,
1975, which gave an extension of time to file the informaticn, please
send one copy of the Official Catholic Directory of 1986 for each
internal Revenue District in which cne or more of your subordinates are
located, with four additional copies to this office.

The conditions concerning the retention of your group exemption as set
forth in cur previous detemdnation letter of August 17, 1983 remain in
full force and effect. - :

Sincerely yours,

£ i
bi strict:_ g:inector ‘

ce: Wilfred R. Caron
General Counsel _ _
1312 Massachusetts Avenue, N.W.
Washington, D.C. 20005



internal Revenue Service Department of the Treasury

31 Hopxins Plaza, Baltimore, MD 21200

District
thirecior
. Person ta Contact:

» United States Catholic: G. Wheltle - :
Conference . ' Telephone Number: Enteredt in PCE
Attn: Mr. George E. Reed 301-962-4787
1312 Massachusetts Ave, N_W. - Refer Reply to:

Washington, D.C. - 20005 E:EQ=7204
Date: August 24, 1979
Gentlemen:

In a ruling dated March 25, 1946, we held that the agencies
and instrumentalities and all educational, charitable

and ,.relig:.ous instltutlons ‘operated,.; superv1sed,- ‘or-:con-—
trolled: by* ‘or win iconnection withthe: Romarr ‘Catholic-"Church
in .thesUnited. States, “i'ts territoriesror rpossessions -~
appear-fing_inxthe;aefficlal Catholic:Direéctory ‘for. 1946,

are entitled to ‘exemption from Federal income tax under

the provisions of section 101(6) of the, Internal. Revenue
Codeofu .19,33,z—w"hi_.ch Fcorresponds .to: sect:l:on 502 ) (.3)!.,‘of

the i1954.:Code. ~~This: ruling has - been,mpdaﬁed annuall!y Jto
cover ‘the- activities added to or deleted .:Erom the,Dix:Jectory.

- ;._:..,,...\ ‘.-‘,-;,us- .: -

and- aaqgggges gb

all ‘educarm.‘o%ail:’-._

‘ Sl e _'
s g:lgogg_egaxons i 1:13(?,_ chy

net seary g{}r ;:”Egof :bnures ,to the -beii & ad v
that-:;ﬁnts ibEL géi‘ b 3part SoEUtHe i .acﬁj;vitf‘ g,ir Rothe:
promot o"_ oﬂgﬁ;gf siat J.on""___x;' 3 fEounda-

1-3’ L T e

' 'l;t_g%of'. r:acxal
&gp_plf.cw‘

‘-"a_! 3 o -
to each.._ ma‘t:.onal :|.nst1tution. x

sSar T

:-\.v, et

| Revenuer,ﬁ?'rocednre.-']s_so, published” # ._ I %ﬁ,; ¥

197552 ;:4pagesss87, :sets ~forth guldelines:sax;dg éc:;nakegp' g’
requirements: for determining whe_ther“prlvatedsehools—-rexempt
from tax have racially nondiscriminatory polic:les as to.
students. You must comply with this Revenue Procedure.
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nitod States Catholic Conferencr

Based on all the information submittec, we conclude that
the 2gencies and instrumentalities and educational, chari-
table, and religious institutions operated, supervised or
controlled by or-'in connection with the Roman Catholic
Church in the United States, its territories or possessicns
appearing in the Official Catholic¢ Directory for 1979 are
exempt from Federal income tax under section 501(8)(3) of

- the Code.

You and your subordinates are not required to file Federal
income tax returns as long as a tax-exempt status is
maintained. But under section 512(a) (1) of the Code, the
unrelated business taxable income derived by .any  organiza-
tion from any unkelated trade or “business: ismsﬁbjectuto
unrelated business :income -tax. If You:or your: subdrdinates
are subject to this tax, you must file an incdme .tax.return
on Form 990-T, 'Exempt Organization BusineSS'IncomerTax

. Return.

You are hot required to f£ile Form 990, Return oﬁ O:dauiza—
tion Exempt frdm.Income Tax, *f you meet the: exception .

in section 6033(a}(2)(A)(iJ of the Code.-. Youn‘subandinates
are also not rqqu.ired ‘to £file Form 990 if théy qualify as
churches or- inﬂégratea auxiYtaries ‘ofrchurcheésitonatier—
wise meet . thedexseptions.imzsection L. 6033s2£“&56 ﬁhg
‘Income Tax Re. "1ons. S oy Iv-ﬁ%%;mﬁkfﬁﬁﬁm

Le e

Tt

_ hﬁf“ O i ) : :
You- and your:suboxdinatesaanetnobqliableafongg::‘3'&?gpu;ity
APICA): taxes.gngwever;‘youLon any:ofayoupysu.qfn\:ijkgaﬁ"
in their own. rf@ht"*may ffl, a certiftcate‘ 21 et o
from taxesu Ponmﬁs =X
tions ‘Act. - -Youvindiyour:s
' taxfunderntheﬁFederalﬂvn;

- Py
» s ;3.- &,

. : Y erred to*abéveﬁaaszp
by section 1701 f@the Coae .Requests ’legacfe&?ﬁf

foraFederalTes-“

of group'appllcations for recognltnon of exemgfion} s
- been transferred to the key district offices. euinforma~
tion ‘which you formerly submitted to the National Office
on _an annual basis should henceforth be submitted to this
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“nited States Catheclilic Conference

office. Next year, within 45 days after the close, of

- _your annual accounting period, or by May 31, the date

established by our letter of April 28, 1975, which gave’
an extension of time to file the information,. please
send one copy of the Official Catholic Directory for
1980 for each Internal Revenue District in which one or
more of your subordinates are located, with four addi-

. tional copies to this office.

Group Exemption Number $§28 has been assigned to you.

You are required to include this number on each Form 990
and Form 990-T required to be filed by your subordinates.
Please advise your subordinates of this requirement and
provide them with the'Group'Exenption Number .

In addltlon, please submit the followlng, annually, on

or before May 31:

1. A statement that the informetion upon which
your present group exemption letter is based
applies. to any new subordinates; '

2. A list of the names, mailing addresses, in-
cluding 2IP codes, of the subordinates on your
group exemptlon roster that dur;ng the year: -

{a) changed names or addresses;
(b) were deleted from the roster;
{c) were added to the roster.

3.. A statement that each has given you wrltten
authorization to add 1ts name to the roster,

- DA

4. A llst of those to which the Service: previously
' 1ssued separate ruling Oor.; determination letters

relating to exemption, and

5. A statement that ‘none. of ‘the: new subordinates
.are private foundations as defined in sectloﬂ

509 (a)y. |




- 4-
United States Cathelic Conference
Please use the employer identification number assigned
tc you on all returnrns you file arnd in all correspondence
with the Internal Revenue Service.
This is a determinatlon letter. Pleésefretain'it with
your permanent records. Thank you for your cooperation.
Sincerely yours, _
' B
. ’} >
Cerald G. Portney c s
District- Drrecfor -
Ll
-
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