AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§1.403(b)-11

and 4958 (excess benefit transactions),
and the regulations thereunder, for
rules relating to excise taxes imposed
on certain transactions involving orga-
nizations described in section 501(c)(3).

[T.D. 9340, 72 FR 41144, July 26, 2007]

§1.403(b)-11 Applicable dates.

(a) General rule. Except as otherwise
provided in this section, §§1.403(b)-1
through 1.403(b)-10 apply for taxable
yvears beginning after December 31,
2008.

(b) Collective bargaining agreements. In
the case of a section 403(b) plan main-
tained pursuant to one or more collec-
tive bargaining agreements that have
been ratified and in effect on July 26,
2007, §§1.403(b)-1 through 1.403(b)-10 do
not apply before the earlier of—

(1) The date on which the last of the
collective bargaining agreements ter-
minates (determined without regard to
any extension thereof after July 26,
2007); or

(2) July 26, 2010.

(c) Church conventions; retirement in-
come account. (1) In the case of a sec-
tion 403(b) plan maintained by a
church-related organization for which
the authority to amend the plan is held
by a church convention (within the
meaning of section 414(e)), §§1.403(b)-1
through 1.403(b)-10 do not apply before
the first day of the first plan year that
begins after December 31, 2009.

(2) In the case of a loan or other ex-
tension of credit to the employer that
was entered into under a retirement in-
come account before July 26, 2007, the
plan does not fail to satisfy §1.403(b)—
9(a)(2)(i)(C) on account of the loan or
other extension of credit if the plan
takes reasonable steps to eliminate the
loan or other extension of credit to the
employer before the applicable date for
§1.403(b)-9(a)(2) or as promptly as prac-
tical thereafter (including taking steps
after July 26, 2007 and before the appli-
cable date).

(d) Special rules for plans that exclude
certain types of employees from elective
deferrals. (1) If, on July 26, 2007, a plan
excludes any of the following cat-
egories of employees, then the plan
does not fail to satisfy §1.403(b)-5(b) as
a result of that exclusion before the
first day of the first taxable year that
begins after December 31, 2009:
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(i) Employees who make a one-time
election to participate in a govern-
mental plan described in section 414(d)
that is not a section 403(b) plan.

(ii) Professors who are providing
services on a temporary basis to an-
other educational organization (as de-
fined under section 170(b)(1)(A)(ii)) for
up to one year and for whom section
403(b) contributions are being made at
a rate no greater than the rate each
such professor would receive under the
section 403(b) plan of the original edu-
cational organization.

(iii) Employees who are affiliated
with a religious order and who have
taken a vow of poverty where the reli-
gious order provides for the support of
such employees in their retirement
from eligibility to make elective defer-
rals.

(2) If, on July 26, 2007, a plan excludes
employees who are covered by a collec-
tive bargaining agreement from eligi-
bility to make elective deferrals, the
plan does not fail to satisfy §1.403(b)-
5(b) (relating to universal availability)
as a result of that exclusion before the
later of—

(i) The first day of the first taxable
year that begins after December 31,
2008; or

(ii) The earlier of—

(A) The date on which the related
collective bargaining agreement termi-
nates (determined without regard to
any extension thereof after July 26,
2007); or

(B) July 26, 2010.

(3) In the case of a governmental plan
(as defined in section 414(d)) for which
the authority to amend the plan is held
by a legislative body that meets in leg-
islative session, the plan does not fail
to satisfy §1.403(b)-5(b) as a result of
any exclusion in paragraph (d)(1)(),
(d)(Q)(@E1),(d)(1)(ii), or (d)(2) of this sec-
tion before the earlier of —

(i) The close of the first regular legis-
lative session of the legislative body
with the authority to amend the plan
that begins on or after January 1, 2009;
or

(ii) January 1, 2011.

(e) Special rules for plans that permit
in-service  distributions. (1) Section
1.403(b)-6(b) does not apply to a con-
tract issued by an insurance company
before January 1, 2009.
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(2) Any amendment to comply with
the requirements of §1.403(b)-6 (dis-
regarding paragraph (e)(1) of this sec-
tion) that is adopted before January 1,
2009, or such later date as may be per-
mitted under guidance issued by the
Commissioner in revenue rulings, no-
tices, or other guidance published in
the Internal Revenue Bulletin (see
§601.601(d)(2)(ii)(b) of this chapter),
does not violate section 204(g) of the
Employee Retirement Income Security
Act of 1974 to the extent the amend-
ment eliminates or reduces a right to
receive benefit distributions during
employment.

(f) Special rule for life insurance con-
tracts. Section 1.403(b)-8(c)(2) does not
apply to a contract issued before Sep-
tember 24, 2007.

(g) Special rule for contracts received in
an exchange. Section 1.403(b)-10(b)(2)
does not apply to a contract received in
an exchange that occurred on or before
September 24, 2007 if the exchange (in-
cluding the contract received in the ex-
change) satisfies such rules as the
Commissioner has prescribed in guid-
ance of general applicability at the
time of the exchange.

(h) Special rule for coordination with
regulations under section 415. Section
1.403(b)-3(b)(4)(ii) is applicable for tax-
able years beginning on or after July 1,
2007.

(1) Special rule for coordination with
regulations under section 402A. Sections
1.403(b)-3(c), 1.403(b)-T(e), and 1.403(b)-
10(d)(2) are applicable with respect to
taxable years beginning on or after
January 1, 2007.

[T.D. 9340, 72 FR 41144, July 26, 2007; 72 FR
54352, Sept. 25, 2007]

§1.403(c)-1 Taxability of beneficiary
under a nonqualified annuity.

(a) Taxability of vested interest in pre-
miums. If after August 1, 1969, an em-
ployer (whether or not exempt under
section 501(a)) pays premiums for an
annuity contract for the benefit of an
employee, the amount of such pre-
miums shall be included as compensa-
tion in the gross income of the em-
ployee for the taxable year during
which such premiums are paid, but
only to the extent that the employees’s
rights in such premiums are substan-
tially vested (as defined in §1.83-3(b))

§1.403(¢c)-1

at the time such premiums are paid.
The preceding sentence shall not apply
to contracts referred to in the transi-
tional rule of paragraph (d) (1), (ii), or
(iii) of this section, or to premiums
subject to §1.403(a)-1(a) or excludible
under §1.403(b)-3. If any employer has
purchased annuity contracts and
transfered them to a trust (other than
one described in section 401(a)) that is
to provide annuity contracts or bene-
fits for his employees, the amounts so
paid shall be treated as contributions
to a trust described in section 402(b).
For the rules relating to the taxation
of the cost of life insurance protection
when rights in a life insurance contract
are substantially nonvested, see §1.83—
1(a)(2).

(b) Tazxability of employee when rights
under annuity contract change from non-
vested to vested—(1) In general. If, during
a taxable year of an employee ending
after August 1, 1969, the rights of such
employee under an annuity contract
purchased for him by an employer
(whether or not exempt under section
501(a) or 521(a)) become substantially
vested, the value of the annuity con-
tract on the date of such change shall
be included in the employee’s gross in-
come for such year, to the extent pro-
vided in paragraph (b)(2) of this sec-
tion. The preceding sentence shall not
apply, however, to an annuiity con-
tract purchased and held as part of a
plan which met at the time of such
purchase, and continues to meet, the
requirements of section 404(a)(2) or an
annuity contract referred to in para-
graph (d) (ii) or (iii) of this section. For
purposes of this section, the value of an
annuity contract on the date the em-
ployee’s rights become substantially
vested means the cash surrender value
of such contract on such date.

(2) Extent to which value of annuity
contract is includible in employee’s gross
income. For purposes of paragraph (b)(1)
of this section, the only amount in-
cludible in the gross income of the em-
ployee is that the portion of the value
of the contract on the date of the
change that is attributable to pre-
miums which were paid by the em-
ployer after August 1, 1969, and which
were not excludible from the employ-
er’s gross income under §1.403(b)-3.
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