Section 127.— Educational
Assistance Programs

26 CFR 1.127-2 Education& Assistane Pro-
grams.

Educationd assistane after termi-
nation of employment Educationh as-
sistane plarms tha provide benefis to
participans by reasm of ther employ-
mernt with the employe will not fail to
qualify as educationh assistane pro-
grans describé in section 127(h of the
Coce merely becaus eligible partici-
pans include former employees.

Rev. Rul. 96-41
ISSUE

Does a plan fail to qualify as an
edwationd assistane progran de
scribed in section 127(H of the Internal
Revene Cock if the plan provides ben-
efits to individualks after their employ-
mert has terminated regardles of the
reasa for termination?

FACTS

Situatian (1). Employe X maintairs a
plan tha is intende to be a qualified
educationh assistane program The
plan provides educationh assistane to
participans to help them obtan educa-
tion ard training Unde the plan X
pays expenss incurred by or on behalf
of plan participans for instruction and
training (including instructin tha is
pat of a degre progran as well as
vocationa and technica training that
constituts “‘educatio’’ as tha tem is
usal in sectilm 127 ard the regulations
thereunde Employes who qualify as
participans ean educationbbenefis for
hours of servie accordimy to a schedule
of benefits The participans are current
ard former employes of X, ard a
participat may take course of instruc-
tion eithe during employmem or after
termination of employmen with X. The
former employes who are participants
include individuals who terminatel their
employmen voluntarily (including by
retirement) were laid off, were termi-
nated involuntarily, or terminatel be-
caug of disability.

Situatin (2). In connectim with its
corporaé ‘‘downsizing’ efforts, em
ployer Y adops a plan tha is intended
to be a qualified educationh assistance
program The plan provides educational
assistane to participans to help them
obtan educatimm and training The pa-
ticipans are forme employes of Y
whos employmeh with Y has termi-
nated in connectim with a cutba& in
operatios affecting a broad range of
personnel Unde the plan Y pays ex-
penss incurred by or on behaf of plan
participans after termination of employ-
mert for instruction and training (in-
cluding instructin tha is pat of a
degree progran as well as vocational
ard technicé training tha constitutes
“education as tha temm is usal in
sectin 127 and the regulatiors thereun-
der.

LAW AND ANALYSIS

Sectim 127(9 provides tha gross
income of an employe does nat include
amoung paid or expensse incurred by
the employe for educationh assistance
to the employe if the assistane is
furnished pursuah to a progran de-
scribed in § 127(b) Section 127(b)(1)
provides that, for purposse of § 127, an
educationh assistane progran is a
separat written plan of an employe for
the exclusive beneft of his employees
to provide suth employes with educa-
tiond assistanceard tha the program
mug med the othe requiremerg set
forth in § 127(b).

A qualified educationh assistane
program is permitted to provide benefits
only to employeesand not to spouses
or dependers of employees Section
1.127-2(Q of the Income Tax Regula-
tions provides tha a qualified educa-
tiond assistane progranm is only permit-
ted to beneft employes of the
employe, including at the employe’s
option individuals who are employees
within the meanilg of section 1.127-
2(h)(2) of the regulations Unde section
1.127-2(h)(1){(i of the regulations the
tem “employee’ includes aretired dis-
able or laid-off employee.

HOLDING

In both Situatiors (1) ard (2), the
plans provide benefis to participans by
reasm of therr employmen with the
employe and accordingy, will nat fail
to qualify as educationh assistane pro-
grans describé in secti;m 127(H merely
becaus eligible participans include

former employeesregardles of the rea-
s for termination of employment.

FURTHER INFORMATION

For further information regardirg this
Revene~ Ruling- contad¢- Monice
Rosenbam of the Office of the Associ-
ate Chief Counsé (Employee Benefits
and Exemg Organizationy at (202)
622-60D (nat a toll-free call).

Section 280G.—Golden Parachute
Payments
Federh short-term mid-term ard long-term

rates are sdé forth for the monh of November
1996 See Rev. Rul. 96-52 pace 5.

Section 382.—Limitation on Net
Operating Loss Carryforwards and
Certain Built-In Losses Following
Ownership Change

The adjustel federad long-tem rate is sd forth
for the monh of Novembe 1996 See Rev. Rul.
96-52 page 5.

Section 412.—Minimum Funding
Standards

The adjustel applicabé federd short-termy mid-
term, and long-tem rates are se forth for the
monh of Novembe 1996 See Rev. Rul. 96-52,

page 5.

Section 467.—Certain Payments
for the Use of Property or Services

The adjustel applicabé federd short-termy mid-
term, and long-tem rates are se forth for the
month of Novembe 1996 See Rev. Rul. 96-52,

page 5.

Section 468.—Special Rules for
Mining and Solid Waste
Reclamation and Closing Costs

The adjustel applicabé federd short-termy mid-
term amd long-tem rates are se forth for the
month of Novembe 1996 See Rev. Rul. 96-52,

page 5.

Section 483.—Interest on Certain
Deferred Payments

The adjuste applicabk federa short-term mid-
term, and long-tem rates are se forth for the
mont of Novembe 1996 See Rev. Rul. 96-52,

page 5.

Section 807.—Rules for Certain
Reserves

The adjustel applicabé federd short-termy mid-
term, and long-tem rates are se forth for the
monh of Novembe 1996 See Rev. Rul. 96-52,

page 5.




Section 846.—Discounted Unpaid
Losses Defined

The adjusted applicable federal short-term, mi
term, and long-term rates are set forth for th
month of November 1996. See Rev. Rul. 96-5
this page.



