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§ 1.414(c)–1

the disqualification of the section
413(c) plan for all employers maintaining the plan.
(4) Effective dates. Except as otherwise provided, section 413(c) and this
section apply to a plan for plan years
beginning after December 31, 1953.
(b) Participation. Section 410(a) and
the regulations thereunder shall be applied as if all employees of each of the
employers who maintain the plan were
employed by a single employer.
(c) Exclusive benefit. In the case of a
plan subject to this section, the exclusive benefit requirements of section
401(a) shall be applied to the plan in
the same manner as under section
413(b)(3) and § 1.413–1(d).
(d) Vesting. Section 411 and the regulations thereunder shall be applied as if
all employers who maintain the plan
constituted a single employer. The application of any rules with respect to
breaks in service under section 411
shall be made under regulations prescribed by the Secretary of Labor.
Thus, for example, all the hours which
an employee worked for each employer
maintaining the plan would be aggregated in computing the employee’s
hours of service under the plan. See
also 29 CFR Part 2530 (Department of
Labor regulations relating to minimum
standards for employee pension benefit
plans).

whether or not such corporations are
‘‘component members of a controlled
group’’ within the meaning of section
1563(b). Two or more corporations are
members of a controlled group at any
time such corporations meet the requirements of section 1563(a) (as modified by this paragraph). For purposes of
this section, if a corporation is a member of more than one controlled group
of corporations, such corporation shall
be treated as a member of each controlled group.
(b) Single plan adopted by two or more
members. If two or more members of a
controlled group of corporations adopt
a single plan for a plan year, then the
minimum funding standard provided in
section 412, the tax imposed by section
4971, and the applicable limitations
provided by section 404(a) shall be determined as if such members were a
single employer. In such a case, the
amount of such items and the allocable
portion attributable to each member
shall be determined in the manner provided in regulations under sections 412,
4971, and 404(a).
(c) Cross reference. For rules relating
to the application of sections 401,
408(k), 410, 411, 415, and 416 with respect
to two or more trades or businesses
which are under common control, see
section 414(c) and the regulations
thereunder.

(Sec. 411 (88 Stat. 901; 26 U.S.C. 411))
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[T.D. 7501, 42 FR 42340, Aug. 23, 1977, as
amended by 42 FR 47198, Sept. 20, 1977; T.D.
7654, 44 FR 65065, Nov. 9, 1979]

§ 1.414(b)–1 Controlled group of corporations.
(a) Defintion of controlled group of corporations. For purposes of this section,
the term ‘‘controlled group of corporations’’ has the same meaning as is assigned to the term in section 1563(a)
and the regulations thereunder, except
that (1) the term ‘‘controlled group of
corporations’’ shall not include an ‘‘insurance group’’ described in section
1563(a)(4), and (2) section 1563(e)(3)(C)
(relating to stock owned by certain employees’ trusts) shall not apply. For
purposes of this section, the term
‘‘members of a controlled group’’
means two or more corporations connected through stock ownership described in section 1563(a) (1), (2), or (3),

[T.D. 8179, 53 FR 6605, Mar. 2, 1988]

§ 1.414(c)–1 Commonly
trades or businesses.

controlled

For purposes of applying the provisions of sections 401 (relating to qualified pension, profit-sharing, and stock
bonus plans), 408(k) (relating to simplified employee pensions), 410 (relating to minimum participation standards), 411 (relating to minimum vesting
standards), 415 (relating to limitations
on benefits and contributions under
qualified plans), and 416 (relating to
top-heavy plans), all employees of two
or more trades or businesses under
common control within the meaning of
§ 1.414(c)–2 for any period shall be treated as employed by a single employer.
See sections 401, 408(k), 410, 411, 415,
and 416 and the regulations thereunder
for rules relating to employees of
trades or businesses which are under
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§ 1.414(c)–2

26 CFR Ch. I (4–1–11 Edition)

common control. See § 1.414(c)–5 for effective date.
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[T.D. 8179, 53 FR 6606, Mar. 2, 1988]

§ 1.414(c)–2 Two or more trades or
businesses under common control.
(a) In general. For purposes of this
section, the term ‘‘two or more trades
or businesses under common control’’
means any group of trades or businesses which is either a ‘‘parent-subsidiary group of trades or businesses
under common control’’ as defined in
paragraph (b) of this section, a ‘‘brother-sister group of trades or businesses
under common control’’ as defined in
paragraph (c) of this section, or a
‘‘combined group of trades or businesses under common control’’ as defined in paragraph (d) of this section.
For purposes of this section and
§§ 1.414(c)–3 and 1.414(c)–4, the term
‘‘organization’’ means a sole proprietorship, a partnership (as defined in
section 7701(a)(2)), a trust, an estate, or
a corporation.
(b) Parent-subsidiary group of trades or
businesses under common control—(1) In
general. The term ‘‘parent-subsidiary
group of trades or businesses under
common control’’ means one or more
chains of organizations conducting
trades or businesses connected through
ownership of a controlling interest
with a common parent organization
if—
(i) A controlling interest in each of
the organizations, except the common
parent organization, is owned (directly
and with the application of § 1.414(c)–
4(b)(1), relating to options) by one or
more of the other organizations; and
(ii) The common parent organization
owns (directly and with the application
of § 1.414(c)–4(b)(1), relating to options)
a controlling interest in at least one of
the other organizations, excluding, in
computing such controlling interest,
any direct ownership interest by such
other organizations.
(2) Controlling interest defined—(i)
Controlling interest. For purposes of
paragraphs (b) and (c) of this section,
the phrase ‘‘controlling interest’’
means:
(A) In the case of an organization
which is a corporation, ownership of
stock possessing at least 80 percent of
total combined voting power of all

classes of stock entitled to vote of such
corporation or at least 80 percent of
the total value of shares of all classes
of stock of such corporation;
(B) In the case of an organization
which is a trust or estate, ownership of
an actuarial interest of at least 80 percent of such trust or estate;
(C) In the case of an organization
which is a partnership, ownership of at
least 80 percent of the profits interest
or capital interest of such partnership;
and
(D) In the case of an organization
which is a sole proprietorship, ownership of such sole proprietorship.
(ii) Actuarial interest. For purposes of
this section, the actuarial interest of
each beneficiary of trust or estate shall
be determined by assuming the maximum exercise of discretion by the fiduciary in favor of such beneficiary.
The factors and methods prescribed in
§ 20.2031–7 or, for certain prior periods,
§ 20.2031–7A (Estate Tax Regulations)
for use in ascertaining the value of an
interest in property for estate tax purposes shall be used for purposes of this
subdivision in determining a beneficiary’s actuarial interest.
(c) Brother-sister group of trades or
businesses under common control—(1) In
general. The term ‘‘brother-sister group
of trades or businesses under common
control’’ means two or more organizations conducting trades or businesses if
(i) the same five or fewer persons who
are individuals, estates, or trusts own
(directly and with the application of
§ 1.414(c)–4) a controlling interest in
each organization, and (ii) taking into
account the ownership of each such
person only to the extent such ownership is identical with respect to each
such organization, such persons are in
effective control of each organization.
The five or fewer persons whose ownership is considered for purposes of the
controlling interest requirement for
each organization must be the same
persons whose ownership is considered
for purposes of the effective control requirement.
(2) Effective control defined. For purposes of this paragraph, persons are in
‘‘effective control’’ of an organization
if—
(i) In the case of an organization
which is a corporation, such persons
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