26 CFR 601.201: Rulings and determination letters. .03 Guidance regarding the SBBA SECTION 4. LIMI TATIONS ON
statutory amendments was provided ilSSUANCE OF § 457(b) RULINGS

Rev. Proc. 98-40 Notice 98-8, 1998—4 I.R.B. 6. In add o _
tion, the Service is publishing Revenue 01 The Service will not issue a new
SECTION 1. PURPOSE Procedure 98—41 in this issue of the Intef!1Vate letter ruling conceming a § 457(b)

: ; lan that has previously received a private
. - {@I Revenue Bulletin to provide modeP L g
This Revenue Procedure describes t P letter ruling if that plan is amended solely

conditions under which the sponsor of aRlan amendments for § 457(b) plans. to conform it to the SBJPA changes by

eligible deferred compensation plan undesecTiON 3. SECTION 457(b) adding one or more of the model amend-
§ 457(b) of the Internal Revenue Codgy ING PROCEDURAL ments contained in Revenue Procedure
may obtain a ruling from the Service thaheoyIREMENTS 98-41 (and to replace obsolete terms or
takes into account changes made by the delete provisions inconsistent with the

Small Business Job Protectin Act of .01 Section 5.19 of Revenue Procemodel amendments so adopted). How-
1996, Pub. L. No. 104-188 (“SBRA”) dure 98-3, 1998-1 I.R.B. 10@10, cur- eve, the Service will consider a private
and the Taxpayer Religf Act of 1997, Pub.rently provides that the Service will notjetter ruling request for a pre-existing
L. No. 105-34 (“TRA'97"). issue rulings regarding the tax &ects ofg 457(b) plan even though the employer

provisions under the SBJPA affecting 8had previously received a favorable pri-
457(b) plans. HEfective on August 10, vate letter ruling, if the employer has
1998, except as provided in Section fnade amendments to its § 457(b) plan
.01 Section 457 applies to nonqualified®®!ow. the Service will consider all re-after it had received that ruling (other than
deferred compensation plans establishét€Sts for rulings for 8 457(b) plansadoption of model amendments and con-
by state and local government and taxh'@de in accordance with Revenue Rr forming changes). For example, the Ser-
exempt employers These plans may be&edure 98-1, 1998-1 I.R.B. 7 (includingsice will consider a private letter ruling
either eligible plans that meet the requir?@yment of the required use’s fee), theequest from a plan sponsor that had e-
ments of § 457(b) or ineligible § 457(f)additional requirements of this Section 3¢eived a favorable ruling in 1984 regard-
plans. Under § 457(a), compensation d@nd any other rule adopted by the Seing its § 457(b) plan, and that has since
ferred pursuant to eligible plans that meafice from time to time. See Section 5 amended that plan to conform with
the requirements of § 457(b) and the inP€low regarding the impact of this revchanges in the la, such as amendments
come attributable to such deferred cm-€nue procedure on Revenue Procedureade to conform with the Tax Reform
pensation are not includible in grossri- 98-3. Act of 1986.
come until the taxable year in which the .02 If a ruling is requested for a .02 The Service will issue a private let-
deferred amounts are actually paid 0% 457(b) plan that has previously receivetker ruling concerning a § 457(b) plan
made available to the plan participant o private letter ruling, the ruling requestmaintained by a state or local government
beneficiary. must include a copy of the previous rulinggmployer only if the plan includes provi-
.02 Significant revisions were made tdetter. Private letter ruling requests fosions reflecting § 457(g), including the
§ 457 by the SBPA and by TRA '97, in- § 457(b) plans that have been amenddliidance provided in Sectios VI, VII, or
cluding a new trust requirement for commore than twice since the plan was estavlll of Notice 98-8. Modd Amendment
pensation deferred under governmentdished must contain a restated plan docd- of Revenue Procedure 98-41 may be
§ 457(b) plans and provision for limitedment incorporating all amendments angsed for this purpose.
in-service distribution of certain smallproposed amendments. In the case of a re-.03 The Service will not issue a private
§ 457(b) plan amounts. In response tstated plan, the ruling request must clearkgtter ruling for a & 457 plan if the plan
these SBPA amendments, Revenue Prgdentify the changes made to the plagrovides that a loan may be made from
cedure 96-56, 1996—2 C.B. 389, ansince any prior private letter ruling was isassets held by the plan to any participants
nounced that, due to study of thessued (for example, by underscoring the Io?r beneficiaries under the plan.
changes, the_ Service Would suspend isation of all changes in the resta_ted pl ECTION 5. EEFECT ON REVENUE
suance of rulings regarding the tax ffiectsdocument). In the case of a plan intend ROCEDURE 98-3
of provisions under the SBPA affecting to be a § 457(b) plan maintained by a state
§ 457(b) plans until further notice. Noticeor local government entity, a copy of the .01 The first sentence of Section 5.19
96-63, 1996-2 C.B. 228, invited com4rust agreement, custodial account agreof Revenue Procedure 98-3 (barring rul-
ments on whether the Service should pulrent, or annuity contract must be includethgs regarding the tax dfects of the
lish model language to provide § 457(byvith the private letter ruling request. (IfSBJPA affecting § 457(b) plans) is modi-
plan sponsors with a streamlined methothere are more than 3 trust agreementfied to read as follows The tax dfect of
for amending their plans to comply withcustodial account agreements, or annuifyrovisions under the Small Business Job
the new SBJPA provisions relating to contracts, representative samples of the§eotection Act affecting plans described
8§ 457(b) plans. documents may be provided.) in § 457(b) if such provisions do not com-

SECTION 2. BACKGROUND AND
GENERAL INFORM ATION
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ply with Section 4 of Revenue Procedur
98-40.

.02 The second sentence of Secti
5.19 of Revenue Procedure 98-3 (auth
rizing advance rulings on § 457(b) plan
based on the law in effect prior to enac
ment of the SBJPA) is deleted.

.03 Revenue Procedure 98-3 is amp
fied by adding to Section 5 the follow-
ing: Section 457. Deferred Compens:
tion Plans of State and Loca
Governments and Tax-Exempt Organiz
tions. The tax treatment of any § 45
plan that provides that a loan may b
made from assets held by such plan
any participants or beneficiaries unde
the plan.

SECTION 6. EFFECTIVE DATE

This revenue procedure applies to &
ruling requests, including any pending i
the National Office before August 10
1998.
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