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IRS PUBLIC SCHOOL INITIATIVE FOR 403(b) PLANS COMES TO MICHIGAN 

 
 
As part of the IRS Public School Initiative for 403(b) Plans, many public school districts in Michigan who 
sponsor a 403(b) Plan will be receiving (or have already received) a questionnaire from the IRS regarding 
plan compliance with the universal availability requirement. A timely and accurate response is necessary to 
avoid further IRS action. 

What is the "IRS Public School Initiative"? 

The IRS Public School Initiative is part of the IRS' outreach effort to ensure that public schools throughout 
the United States are complying with the universal availability requirement for 403(b) Plans. This project 
began back in 2006 with a few select states and will cover the rest of the United States (including Michigan) 
by the end of 2008.  
 
The initial contact from the IRS will come in the form of a questionnaire about employee eligibility to make 
elective deferrals under a 403(b) Plan. School districts are usually given 15 days to respond. If the IRS 
determines, based on the response, that a 403(b) Plan is not in compliance, it will invite the school district 
to correct the noncompliance within 240 days through the Employee Plans Compliance Resolution System 
("EPCRS"). Other than the cost to correct the noncompliance and the standard EPCRS fees, the IRS 
indicates it will not assess any additional fees or penalties if the correction is made pursuant to this IRS 
initiative.  
 
What is the "universal availability" requirement? 
 
Internal Revenue Code Section 403(b) requires that if an employer permits one employee to defer salary 
into a 403(b) Plan, the employer must extend this option to all employees. There are a few exceptions to 
this rule, but generally all pubic school employees normally expected to work 20 or more hours per week 
must be offered the opportunity to participate in a school district sponsored 403(b) Plan. 
 
What should you do if you receive the IRS questionnaire? 
 
If a school district receives this questionnaire from the IRS, it is imperative that it review its 403(b) Plan 
eligibility requirements in form and operation. The questionnaire should be answered completely, 

http://www.ntarget.com/go/ct.asp?L=011751484HrUe32P&Z=2113962811


accurately and timely. In addition, you may want to consider submitting supportive documentation along 
with the completed questionnaire to provide proof of the school district's compliance with the universal 
availability requirement.  
 
If you would like any additional information or need assistance, please contact James M. Crowley (248-
988-5851, jcrowley@clarkhill.com), Edward C. Hammond (248 988-1821, ehammond@clarkhill.com), or 
Kristi R. Gauthier (248-988-5854, kgauthier@clarkhill.com).  
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Robert A. Lusk

Education Practice Group Leader
 (248) 988-5847 

Scott G. Smith

Municipal Practice Group Leader
 
(616) 608-1109 

 

 

 

 

  

 

This newsletter is prepared by Clark Hill PLC to provide general information on recent legal developments of interest to our readers. 

This publication is not intended to, nor does it, provide legal or other professional advice for any specific situation or create an attorney-
client relationship. Clark Hill attorneys provide legal advice only upon the execution of an engagement letter establishing a formal 

attorney-client relationship. We would be pleased to provide such legal assistance as you may require on these and other subjects if you 

directly contact a Clark Hill attorney and establish an attorney-client relationship. 
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