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Correction Options for Missed Restatement 
Deadline 

Defined contribution plans, like 401(k) plans, that 
are established on a pre-approved plan document 
drafted by third party administrators and other 
document providers are subject to a six-year cycle 
for updating the plan document for law changes. 
The current six-year cycle, often referred to as the 
PPA Restatement, just ended. Employers should 
have signed a new plan document by April 30, 
2016. 

The IRS expects some employers will miss the 
restatement deadline and provides correction 
options for these employers. The correction 
options generally require the employer to adopt an 
updated document and to pay a fee to the IRS in 
order to bring the plan back into compliance and 
restore its tax-favored status. 

 One correction option is to file under the IRS’s
Voluntary Correction Program (VCP) to report
the missed restatement and pay the penalty. If
a plan is restated under the VCP program by
April 29, 2017, the IRS has announced that
the standard late amender fee will be reduced
by 50 percent. Many employers engage the
support of their third party administrator or a
plan consultant or attorney to assist with the
VCP submission.

 A new correction option available this year
allows the financial institution sponsoring the
plan document to request a closing agreement
on behalf of a group of employers who missed
the restatement deadline. A financial
institution that uses this corrections option
must have 20 or more plans that missed the
restatement deadline. The correction fee will
also be reduced if this program is used.

Allocating Roth After-Tax Assets in Rollovers 

The IRS has released new guidance for rollovers 
of designated Roth accounts. This guidance is a 
follow up to rollover guidance released in 2014. 

In 2014, the IRS clarified how plan participants 
may allocate pre-tax and after-tax amounts from a 
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distribution they choose to roll over to multiple 
destinations. Before this clarification, many 
service providers interpreted the pro rata 
distribution rules as requiring a pro rata share of a 
participant’s pre-tax assets and after-tax assets, if 
any, to be allocated to each of the receiving 
destinations as if two separate distributions 
occurred. This approach led to unwanted tax 
consequences for participants. 

The IRS issued Notice 2014-54 to clarify that all 
distributions scheduled to be made at the same 
time will be treated as a single distribution 
regardless of whether they are to be made to a 
single destination or multiple destinations. This 
interpretation allows participants to maintain the 
tax nature of their existing retirement assets in 
rollovers to multiple destinations or in the case of 
a partial rollover. For example, a participant could 
roll over their pre-tax assets to a Traditional IRA 
and move their after-tax assets to a Roth IRA.  

The IRS needed to align the Roth after-tax rules 
to match the interpretation in the 2014 guidance.  
The IRS released final regulations that make this 
modification. As a result of this change, if a 
participant takes a nonqualified Roth distribution 
(which means the earnings distributed are 
taxable) and directly rolls over a portion of their 
designated Roth account to a Roth IRA and takes 
a portion payable to themselves, the taxable 
portion is deemed to be rolled over first, rather 
than split between the participant and the IRA. 
This allows the participant to keep just the after-
tax amount, if they choose, and avoid taxation on 
the distribution. Additionally, if a participant 
directly rolls over their designated Roth account 
assets to multiple destinations, they can direct the 
allocation of pre-tax and after-tax assets between 
the receiving accounts just as they can do with 
their other non-Roth retirement savings. 

Although the rollover guidance in Notice 2014-54 
applies to distributions of after-tax assets made on 
or after January 1, 2015, the IRS allows 
participants to apply the guidance for non-Roth 
distributions occurring before this date, given the 
disparity in how the industry interpreted these 
rules in the past. The applicability dates for Roth 
assets, however, is different. The final regulations 
for designated Roth assets are applicable as of 
January 1, 2016. For Roth account distributions 
made between September 18, 2014, and January 
1, 2016, participants must follow the old “separate 
distribution” rule, unless the participant elects to 
apply the new rule. Participants cannot elect to 
apply the new rule to distributions of Roth assets 
prior to September 18, 2014. 

UPCOMING DEADLINES 

Form 5500 and 8955-SSA 

Most retirement plans are required to file Form 
5500, Annual Return/Report of Employee Benefit 
Plan, with the Department of Labor by the last day 
of the seventh month following the end of the plan 
year. For example, a plan that operates on a 
calendar-year basis must file Form 5500 by July 
31, unless an extension has been obtained. Plans 
required to file Form 8955-SSA, Annual 
Registration Statement Identifying Separated 
Participants With Deferred Vested Benefits, must 
file the form with the IRS by the same deadline.  

A 2½-month extension to file Form 5500 and 
Form 8955-SSA is generally available. For a 
calendar-year plan, the extended due date is 
October 15. An extension can be obtained by 
filing Form 5558, Application of Extension of Time 
to File Certain Employee Benefit Returns, by the 
original due date for filing Form 5500.  

For Plan Sponsor Use Only - Not for Use with Participants or the General Public. This information is not intended as authoritative 
guidance or tax or legal advice. You should consult with your attorney or tax advisor for guidance on your specific situation. 
 



Quarterly Benefit Statements 

Qualified retirement plans must provide a periodic 
benefit statement to participants that provides the 
value of the participant’s total account balance. 
For individual account retirement plans, such as a 
401(k) plan, the value of each investment must 
also be provided. For individual account plans that 
allow participants to direct their own investments, 
these statements must be provided quarterly, 
generally within 45 days following the end of the 
quarter.  

For plans that allow participants to direct their own 
investments, the benefit statement must also 
include an explanation of any restrictions on 
investment direction and the importance of 
investment diversification, including a statement 
that holding more than 20 percent of a portfolio in 
any one investment may not be adequately 
diversified. Under the Department of Labor’s 
participant fee disclosure regulations, the 
quarterly statement must also list:  

 The dollar amount of fees and expenses
deducted for administrative services

 A description of those services
 Whether a portion of the expenses were paid

via revenue sharing

These statements are typically generated by a 
plan’s recordkeeper.  

INDUSTRY STATISTICS 

Employee Benefit Communications 

Many employers struggle with communicating 
effectively with their participants about their 
retirement plans, but some have found ways to 
communicate successfully. According to a recent 

study conducted by the International Foundation 
of Employee Benefit Plans, the top challenges 
employers reported with their benefits 
communications are that their employees:  

 Do not open or read the communication
materials

 Do not understand the communication
materials

 Do perceive value in their benefits

The majority of employers (57%) feel that their 
employees have only a medium understanding of 
their benefits. 

Employers who have tried various benefits 
communication strategies to better reach 
employees have found success using a variety of 
methods: 

 Communicating by life stage – 81%
 Providing year-round communications – 79%
 Leveraging word-of-mouth via stewards,

champions and/or peers on-site – 75%
 Personalizing communications – 86%

The two highest rated communication channels 
for communicating were mailing printed 
communications materials to employees’ homes, 
which had an 82% success rate, and emailing 
benefits communications to employees, which had 
an 86% success rate. 

 
 
This information is provided as a reference tool 
for your convenience and may not represent a 
complete list of all events that apply to your plan. 
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