vides that the nondiscrimination rules dd.R.B. 22: the later of (i) the last day of
not apply to State and local governmentdhe last plan year beginning before Janu
plans. In particular, § 1505 amended thary 1, 2001, or (ii) the last day of the first
Code to provide that § 401(a)(3),plan year beginning on or after the 199¢
Extension of Relief Relating to 401(a)(4), and 401(a)(26) shall not applyegislative date. The amendments tc
Application of Nondiscrimination to such plans. Section 1505 of TRA '9&vhich the TRA '86 remedial amendment
Rules for Certain Governmental amended § 401(k) of the Code to providperiod applies are those required to com

Plans that State and local governmental plangly with TRA'86 and subsequent legisla-
shall be treated as meeting the requirdion through the Omnibus Budget Recon-
Notice 99-40 ments of § 401(k)(3). In addition,ciliation Act of 1993.
8§ 1505(a)(3) of TRA '97 amended
I. PURPOSE § 410(c) of the Code to provide that goVlll. EXTENSION OF RELIEF

ernmental plans shall be treated as meet- RELATING TO APPLICATION

This notice provides that certain gov- . OF NONDISCRIMINATION
ernmental plans shall be deemed to satis g the requirements of § 410 for pur- RULES FOR CERTAIN

f 8 401(a). This amendment to
§ 401(a)(4), 401(a)(26), 401(k)(3), and;0s€s OF 3 4% . o
401(m) of the Internal Revenue Cod 410(c), by its terms, is not limited to GOVERNMENTAL PLANS
until the first day of the first plan year be->tate and local governmental plans but ynger the relief provided by this no-
ginning on or after January 1, 2001. 1fPPlies to all governmental plans withijce governmental plans within the mean:

accordance with this relief, the reguIaIhe meaning of § 414(d). ing of § 414(d), other than those main-
tions relating to these provisions do not g aAdministrative Guidance tained by State or local governments ol
apply until plan years beginning after that political subdivisions, agencies or instru-

date. This relief is available with respect The nondiscrimination requirementsmentalities thereof, shall be treated as sa
to governmental plans within the meaninginder the Code were substantiallysfying the requirements of § 401(a)(4),
of § 414(d) other than plans of State anchanged by the Tax Reform Act of 1986101(a)(26), 401(k)(3), and 401(m) until
local governments or political subdivi-(TRA'86). Announcement 95-48, 1995-the first plan year beginning on or after
sions, agencies or instrumentalitie23 I.R.B. 13, and Notice 96-64, 1996-January 1, 2001. In accordance with this
thereof. This relief is provided in light of C.B. 229, provided that the regulationselief, the regulations under §8 401(a)(4).
difficulties, which are unique to the gov-under 88 401(a)(4), 401(a)(26), 410(b%01(a)(26), 401(m), 410(b) and 414(s),
ernmental employers that maintain thesand 414(s) apply, in the case of goverrand the regulations implementing
plans, in determining compliance with thenental plans described in 8 414(d), t& 401(k)(3), apply to governmental plans
nondiscrimination requirements. Seglan years beginning on or after the latedescribed in this part only for plan years
§ 3.07 of Rev. Proc. 99-23, 1999-1@®f January 1, 1999, or 90 days after theeginning on or after January 1, 2001.
I.R.B. 5, for the remedial amendment peopening of the first legislative session be-

riod for disqualifying provisions of theseginning on or after January 1, 1999, of théY- COMMENTS

plans relating to these nondiscriminatiogoverning body with authority to amend  ~,mments or suggestions regardinc
and other requirements. the plan, if that body does not meet CONyjs notice should be addressed tc

tinuously (“1999 legislative date”). NO--~c.-poOM:CORP:R (Notice 99-40)
tice 96-64 also provided that the regulag oom 5226, Internal Revenue Service
A. Governmental Plans tions under 8 401(k) and (m) apply t90p 7604, Ben Franklin Station, Wash-

governmental plans only for plan yearg,gion DC 20044. Alternatively, taxpay-
Section 414(d) of the Code provideseginning on or after the later of Octobegg may hand-deliver comments betweel

that the term “governmental plan” meand, 1997, or 90 days after the opening 9o hours of 8 a.m. and 5 p.m. to:

a plan established and maintained for i€ first legislative session beginning ofrc.poOM:CORP:R (Notice 99-40),

employees by the government of ther after October 1, 1997, of the governing rier's desk, Internal Revenue Service

United States, by the government of anpody with authority to amend the plan, if117 constitution Ave., NW, Washington,

State or political subdivision thereof, orthat body does not meet continuoustDC, or may submit comments electroni-

by any agency or instrumentality of anyFor plan years beginning before the aRsally by using the following site: cyn-

of the foregoing. The term “governmendplicable effective date, governmentajpiy origshy@mi.irscounsel.treas.gov

tal plan” also includes any plan to whichplans are deemed to satisfy §§ 401(a)(4),

the Railroad Retirement Act of 1935 0401(a)(26), 401(k), 401(m), 410(b), and/. EFFECT ON OTHER

1937 (the “Act”) applies and which is fi- 414(s). DOCUMENTS

nanced by contributions under that Act Section 3.07 of Rev. Proc. 99-23 ex- _ _ .

and any plan of an international organizatended, in the case of governmental plans Notice 96-64 is modified.

tion which is exempt from taxation bydescribed in § 414(d), the remediahrAFTING INFORMATION

reason of the International Organizationemendment period under § 401(b) for cer-

Immunities Act (59 Stat. 669). tain amendments (“TRA '86 remedial The principal author of this notice is
Section 1505 of the Taxpayer Relieemendment period”) until the date deDiane S. Bloom of the Employee Plans

Act of 1997 (“TRA '97") generally pro- scribed in Rev. Proc. 98-14, 1998-®ivision. For further information regard-

[I. BACKGROUND



ing this notice, please contact the Em
ployee Plans Division’s taxpayer assis
tance telephone service at (202) 622-607
or (202) 622-6075, between the hours ¢
1:30 p.m. and 3:30 p.m. Eastern Time
Monday through Thursday. Ms. Bloom
may be reached at (202) 622-6214. The
telephone numbers are not toll-free.



