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LEGISLATIVE UPDATE 

This fall, just days before the deadline to avoid a 
government shutdown, Congress passed the 
Bipartisan Budget Act of 2015 (Act) to set federal 
spending limits and raise the debt ceiling. The Act 
also contains a number of other provisions that 
help offset the cost of the legislation, some of 
which affect pension plans, healthcare benefits, 
and Social Security retirement benefits. Certain 
Social Security benefit claiming strategies have 
been popular components of retirement income 
strategies because they allow individuals to 
maximize their Social Security benefits. The new 
law eliminates some of the these claiming 
strategies, which may have an impact on the 
retirement income strategies you and your 
employees adopt, including the timing and amount 
of withdrawals from your retirement plan.   

The new law eliminates two Social Security 
claiming strategies referred to in the bill as 
“unintended loopholes” that allow individuals to 
obtain larger benefits than were intended. The first 
claiming option that will be eliminated is the “file 
and suspend” strategy, when used to trigger 
immediate spousal (or dependent) benefits. This 
claiming strategy allows a married individual who 
has reached full retirement age to file a claim for 
Social Security benefits to trigger the availability of 
benefits for their spouse. The claimant then 
suspends receiving their own benefits in order to 
accrue a delayed retirement credit of 8% per year.  

An individual may earn the delayed credit on their 
retirement benefits until they reach age 70. This 
can significantly increase the amount of benefits 
they receive after age 70. In the meantime, their 
spouse receives spousal retirement benefits 
based on the primary claimant’s earnings history. 

The new law will prohibit anyone from claiming 
spousal or dependent benefits if the primary 
individual has filed and suspended their own 
benefits. In other words, if an individual files and 
suspends benefits, spousal (and dependent) 
benefits will also be suspended. A transition rule 
appears to preserve the “file and suspend” option 
to trigger spousal (and dependent) benefits for 
those age 66 or older who filed for benefits before 
May 1, 2016.  
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The new law also eliminates the option to collect a 
lump sum payout of benefits they had previously 
chosen to suspend.  
 
Another Social Security change under the new 
law is that individuals will no longer be able to 
collect spousal retirement benefits initially and 
then switch to receiving benefits calculated on 
their own earnings history at a later date. Some 
individuals may have chosen this strategy so they 
begin receiving Social Security benefits under the 
spousal rules while their own benefit accrued the 
8% delayed retirement credit each year they 
deferred receiving benefits based on their own 
earnings history.  

Under the new rules, when an individual first files 
to receive Social Security retirement benefits, they 
will be deemed to file for both their own retirement 
benefit and a spousal benefit, if available. They 
will automatically receive the higher of the two 
amounts. Anyone who is not age 62 or older by 
the end of 2015 will be subject to this new rule. 

The Social Security Administration has not yet 
released any guidance on the implementation of 
these law changes. More information is expected. 
 
DOL UPDATE 
 
Economically Targeted Investments 

 
The Department of Labor, or DOL has released 
new guidance on the investment duties of plan 
fiduciaries under ERISA when considering 
economically targeted investments. Economically 
targeted investments (ETIs) are generally 
investments or investment strategies that are 
selected by an investor for the collateral benefits 
the investment provides in addition to the 
investment return. ETIs typically consider 

environmental, social and governance (ESG) 
factors. 
 
The DOL previously addressed issues relating to 
ETIs in 1994 and 2008. In 1994 (Interpretive 
Bulletin (IB) 1994-01), the DOL confirmed that 
ERISA does not prevent fiduciaries from investing 
in ETIs if the ETI has an expected rate of return 
commensurate with rates of return of alternative 
investments with similar risk characteristics and is 
otherwise an appropriate investment. In 2008 (IB 
2008-01), the DOL stated that fiduciary 
consideration of collateral, noneconomic factors 
should be rare and carefully documented. The 
effect of the 2008 guidance was to discourage 
most plans from including ETIs as an investment 
alternative.  
 
The DOL ultimately concluded that its 2008 
guidance has unduly discouraged fiduciaries from 
considering ETIs and ESG factors. During fourth 
quarter 2015, the DOL withdrew its 2008 guidance 
and issued a new interpretive bulletin (IB 2015-01) 
to confirm the DOL’s longstanding view from 1994 
that fiduciaries may not accept lower expected 
returns or take on greater risks in order to secure 
collateral benefits, but may take such benefits into 
account when investments are otherwise equal 
with respect to their economic and financial 
characteristics.  
 
The new guidance also acknowledges that in 
some cases ESG factors may have a direct 
relationship to the economic and financial value of 
the plan’s investment. In such instances, the ESG 
issues are not merely collateral considerations, 
but rather are proper components of the 
fiduciary’s primary analysis of the economic merits 
of competing investment choices. In addition, the 
DOL confirmed that it does not believe ERISA 
prohibits a fiduciary from addressing ETIs or 
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incorporating ESG factors in investment policy 
statements or integrating ESG-related tools, 
metrics and analyses to evaluate an investment’s 
risk or return or choose among otherwise 
equivalent investments.  
 
State-Based Retirement Plans 
 
The DOL has recently published guidance 
regarding state-based retirement plans and 
mandatory payroll deduction IRA programs. 
These programs are designed to expand savings 
opportunities for employees who do not currently 
have access to an employer-sponsored retirement 
plan.  
 
A number of states have enacted state-based 
retirement savings programs. Some states have 
passed laws that would require employers that do 
not offer workplace plans to automatically enroll 
employees in payroll deduction IRAs administered 
by the state, which are sometimes referred to as 
“auto-IRAs.” Other states are considering ways to 
make it easier for employers to establish a plan. 
States have asked for clarification from the DOL 
as to how the federal retirement plan laws would 
affect the retirement arrangements being created 
by state laws.  
 
In November, the DOL published a proposed 
regulation describing a safe harbor for state-
administered payroll deduction IRA programs. 
State programs that mandate automatic 
enrollment in IRAs under the safe harbor rules 
would not be treated as ERISA-covered plans. To 
meet the safe harbor and avoid be subject to 
ERISA, the IRA programs must be established by 
state law and limit an employer’s plan-related 
activities to ministerial tasks such as collecting 
payroll deductions, with no ability to make 
contributions to employees’ IRAs. 

The DOL has also issued an interpretive bulletin 
regarding state efforts to help employers establish 
plans that are covered by ERISA through options 
such as: 

• A state-run marketplace to connect 
employers with retirement plan providers 
in the private sector market 

• State-sponsored prototype plan 
documents that employers could use to 
establish a plan 

• A state-sponsored multiple employer plan 
or MEP that would be run by the state or a 
third party for employers to join instead of 
establishing their own plan 

IRS UPDATE 
 
2016 COLAs 
 
Each year, the IRS announces any adjustments in 
the dollar limitations and thresholds for IRA and 
retirement plan contributions for the coming year. 
The IRS has announced that the calculations 
used to determine the COLAs for 2016 do not 
result in any increases for the 2016 retirement 
plan-related limits. The chart below shows the 
limits affecting your plan that will remain the 
same.  

401(k), 403(b), Profit-Sharing Plans, etc. 

  2016 2015 2014 
Annual Compensation $265,000 $265,000 $260,000 Elective Deferrals 18,000 18,000 17,500 Catch-up Contributions 6,000 6,000 5,500 Defined Contribution Limits 53,000 53,000 52,000 ESOP Limits 1,070,000        

210,000 
1,070,000     
210,000 1,050,000     

210,000 
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Other 
 
  2016 2015 2014 
HCE Threshold $120,000 $120,000 $115,000 Defined Benefit Limits 210,000 210,000 210,000 Key Employee 170,000 170,000 170,000 457 Elective Deferrals 18,000 18,000 17,500 Control Employee  
(board member or officer) 

105,000 105,000 105,000 
Control Employee 
(compensation-based) 

215,000 215,000 210,000 

Taxable Wage Base 118,500 118,500 117,000 
 

Analyzing Plan Metrics  

Year-end can be a great time to measure plan 
metrics to assess whether your plan is driving 
meaningful savings rates and promoting 
retirement readiness. If your plan is not showing 
stronger savings year-over-year, now is the time 
to discuss plan design changes and employee 
communications efforts that can be implemented 
in the coming year to improve some of your plan 
metrics. Your plan advisor can help you:  

• Identify areas in which your plan metrics 
could be improved  

• Explore plan design options and work with 
a plan design expert to model the potential 
impact of different plan features using your 
plan’s demographic data 

• Discuss alternate default investment 
options  

• Implement enhanced employee education 
or communication strategies 
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