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Part 11l - Adm nistrative, Procedural and M scell aneous

Extension of Relief Relating to Application of Nondiscrimnation Rules
for Certain CGovernnmental Plans and Church Pl ans

Noti ce 2001-9
I. PURPCSE

This notice provides relief fromthe application of the
nondi scrimination requirenents of the Internal Revenue Code for
certain governnental and church pl ans.

In particular, this notice provides that certain governnenta
pl ans shall be deenmed to satisfy 8§ 401(a)(4), 401(a)(26), 401(k)(3),
and 401(m of the Code until the first day of the first plan year
begi nning on or after January 1, 2002. 1In accordance with this
relief, the regulations relating to these provisions do not apply
until plan years beginning after that date. This relief is available
wWith respect to governnental plans within the nmeaning of § 414(d)
other than plans of State and |ocal governnents or political
subdi vi si ons, agencies or instrumentalities thereof.

In addition, this notice extends, until the first day of
the first plan year beginning on or after January 1, 2002, the
effective date of certain nondiscrimnation regulations for
nonel ecti ng church plans. Specifically, this notice extends the
ef fective date of the regul ations under 88 401(a)(4), 401(a)(5),
401(1), and 414(s) of the Internal Revenue Code.

I'l. BACKGROUND
A.  Governnental Plans
Section 414(d) of the Code provides that the term "governnenta

pl an" neans a plan established and maintained for its enpl oyees by the
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governnent of the United States, by the governnent of any State or
political subdivision thereof, or by any agency or instrunentality of
any of the foregoing. The term “governnmental plan” al so includes any
plan to which the Railroad Retirenent Act of 1935 or 1937 (the “Act”)
applies and which is financed by contributions under that Act and any
pl an of an international organization which is exenpt fromtaxation by
reason of the International Organizations Inmunities Act (59 Stat.
669) .

Section 1505 of the Taxpayer Relief Act of 1997 (“TRA *97")
general ly provides that the nondiscrimnation rules do not apply to
State and | ocal governmental plans. |In particular, 8 1505 anmended the
Code to provide that § 401(a)(3), 401(a)(4), and 401(a)(26) shall not
apply to such plans. Section 1505 of TRA ‘97 anmended 8 401(k) of the
Code to provide that State and | ocal governnental plans shall be
treated as neeting the requirenents of 8§ 401(k)(3). |In addition
8§ 1505(a)(3) of TRA ‘97 anmended § 410(c) of the Code to provide that
governnental plans shall be treated as neeting the requirenents of
8 410 for purposes of § 401(a). This anendnent to 8 410(c), by its
terms, is not limted to State and | ocal governnental plans but
applies to all governnental plans within the nmeaning of § 414(d).

Notice 99-40, 1999-35 |.R B. 324, provided that governnmenta
pl ans, other than plans maintained by State or |ocal governments or
political subdivisions or instrunmentalities thereof, would be deened
to satisfy 8 401(a)(4), 401(a)(26), 401(k)(3), and 401(m of the
Internal Revenue Code until the first day of the first plan year
begi nning on or after January 1, 2001. The notice al so provided that
the regulations relating to these provisions would not apply until

pl an years beginning on or after that date.



B. Church Pl ans

Section 414(e) (1) of the Code provides in general that the
term "church plan" neans a plan established and mai ntained for
its enployees (and their beneficiaries) by a church or by a
convention or association of churches which is exenpt fromtax
under 8 501. Pursuant to 8 410(d), a church or convention or
associ ati on of churches which maintains any church plan may nake
an el ection under 8 410(d) to have certain Code provisions
relating to participation, vesting, and funding, etc., apply to
such church plan (an “electing church plan”) as if such
provisions did not contain an exclusion for church plans. A
church plan for which such an el ection has not been made (a
“nonel ecting church plan”) is not subject to these provisions.

Notice 98-39, 1998-2 C. B. 205, provided that the regul ations
under 88 401(a)(4), 401(a)(5), 401(l) and 414(s) apply for
nonel ecti ng church plans in plan years beginning on or after
January 1, 2001. For plan years beginning before that effective
date, nonel ecting church plans nust be operated in accordance
with a reasonabl e, good faith interpretation of these statutory
provi si ons.

I'11. EXTENSI ON OF RELI EF RELATI NG TO APPLI CATI ON OF NONDI SCRI M NATI ON
RULES FOR CERTAI N GOVERNMENTAL PLANS

Under the relief provided by this notice, governnmental plans
within the nmeaning of § 414(d), other than those nmaintained by State
or local governments or political subdivisions, agencies or
instrunentalities thereof, shall be treated as satisfying the

requirements of 8§ 401(a)(4), 401(a)(26), 401(k)(3), and 401(m wunti
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the first plan year beginning on or after January 1, 2002. In
accordance with this relief, the regul ations under 88 401(a)(4),
401(a)(26), 401(m, 410(b) and 414(s), and the regul ations
i mpl ementing 8 401(k)(3), apply to governnental plans described in
this part only for plan years beginning on or after January 1, 2002.

V. EXTENSI ON OF EFFECTI VE DATE OF NONDI SCRI M NATI ON REGULATI ONS FOR
NONELECTI NG CHURCH PLANS

Under the extension provided by this notice, the regul ations
under 88 401(a)(4), 401(a)(5), 401(l), and 414(s) apply to
nonel ecting church plans only for plan years begi nning on or
after January 1, 2002. For plan years beginning before this
extended effective date, nonel ecting church plans nust be
operated in accordance with a reasonable, good faith
interpretation of these statutory provisions.
V. EFFECT ON OTHER DOCUMENTS

Noti ces 98-39 and 99-40 are nodified.
DRAFTI NG | NFORMATI ON

The principal author of this notice is Diane S. Bl oom of the
Enpl oyee Plans Division. For further information regarding this
notice, please contact the Enpl oyee Plans Division' s taxpayer
assi stance tel ephone service at (202) 283-9516 or (202) 283-9517,
bet ween the hours of 1:30 p.m and 3:30 p.m Eastern Tine, Mnday
t hrough Thursday. Ms. Bloom nmay be reached at (202) 622-6214. These

t el ephone nunbers are not toll-free.
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