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DOL UPDATE 

Current Enforcement Initiatives 

The Department of Labor (DOL) is responsible for 
overseeing the enforcement of ERISA, which 
includes the standards of conduct for retirement 
plan fiduciaries. With a focus on fee transparency 
and conflicts of interest, the DOL has poured 
significant time and effort in the past few years 
toward bringing fiduciary breaches and participant 
protections to the forefront of its regulatory and 
enforcement agenda.  

Current enforcement projects include: 

 The Contributory Plans Criminal Project
targets those who commit fraud against
participants, such as plan sponsors that use
employee payroll contributions for personal
use.

 The Plan Investments Conflicts Project
focuses on service provider compensation,
excessive fees, fee disclosures, and conflicts
of interest.

In addition to these two specific projects, one of 
the DOL’s top enforcement initiatives continues to 
be identifying and correcting delinquent 
contributions and loan repayments. DOL 
regulations require employee deferrals 

to be deposited into the plan as soon as 
administratively feasible after being deferred from  
compensation but no later than the 15th business 
day of the following month. The 15-business-day 
rule is not a safe harbor for depositing deferrals; it 
is the maximum deposit deadline. When 
examining a plan for compliance with these rules, 
the DOL investigates how long a company 
typically takes to segregate the assets and uses 
that as the standard deadline for that company.  
The DOL does provides a 7-business day safe 
harbor rule, however, for plans with fewer than 
100 participants. If a plan sponsor fails to make 
timely deposits, they are considered to have used 
the participants’ monies for their own financial 
benefit, which is a breach of their fiduciary duties. 
The plan sponsor would need to take steps to 
correct this error.  
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Tips for Maintaining Compliance 
The DOL promotes voluntary compliance with 
ERISA whenever possible and provides 
compliance assistance to plan sponsors in the 
form of educational publications, FAQs, and 
correction programs. For example, the DOL’s 
publication, Meeting 
Your Fiduciary 
Responsibilities, 
provides an overview 
of your basic fiduciary 
responsibilities 
applicable to your 
retirement plan. This 
publication and other 
resources and tools 
can be found at 
www.dol.gov. 
 
 
IRS UPDATE 
 
Current Enforcement Initiatives 
The IRS is responsible for enforcing compliance 
with the rules that retirement plans must meet to 
remain tax-qualified. This group focuses on areas 
of plan operations such as contributions, 
nondiscrimination testing, distributions, and plan 
documents.  
 
The Employee Plans (EP) Examinations group 
within the IRS has a number of retirement plan 
initiatives related to compliance and enforcement. 
Current projects include:  
 
 The EP Team Audit/Large Case Program has 

discovered issues related to the failure to pay 
out required minimum distributions and 
incorrect benefit calculations. 

 The Risk-Based Audit Program has found 
plans that exceeded contribution limits and 
plans that failed discrimination tests that 
prevent a plan from favoring highly 
compensated employees. 

The EP Compliance Unit (EPCU) is another 
group within the IRS that develops projects to 
address areas of potential noncompliance. They 
conduct compliance checks, generally through 
telephone calls and correspondence. Most issues 
are resolved without an on-site examination of the 
books and records of the plan, saving time and 
money for both the plan sponsor and the IRS. To 
date, the EPCU has completed over 70 projects 
and conducted over 41,000 compliance checks. 
 
Tips for Maintaining Compliance 
The IRS strives to make voluntary compliance 
easier for plan sponsors through education and 
self-audit tools. To encourage plan sponsors to   
give their plan periodic check-ups, the IRS has 
created a 401(k) Plan 
Checklist and 401(k) Plan Fix-
It Guide. These tools, 
available at www.irs.gov, can 
help you identify and fix 
common compliance issues 
that arise with 401(k) plans. 
These self-audit tools touch 
on many of the most common 
plan mistakes made in 
employer plans such as: 
 Missed document 

amendments 
 Mishandled loans 
 Failure to give all eligible employees a chance 

to participate in the plan 
 Failure to timely deposit deferrals 
 Nondiscrimination testing failures 
 Errors in allocating contributions  
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If any of the questions in the checklist identifies a 
compliance problem, the online 401(k) Plan 
Checklist provides a link to IRS information 
regarding corrections options. 
 
Retirement Plan Relief for Natural Disaster Areas 
This fall, the IRS also released certain tax-filing 
and retirement plan-related relief for plans, 
employers, and participants who have been 
affected by the recent floods in Louisiana or 
Hurricane Matthew. Regarding retirement plans, 
the IRS allows plan sponsors to choose to take 
advantage of relaxed rules for allowing loans and 
hardship distributions. These relaxed rules are 
available for:  
 Those affected by Louisiana floods if 

distributions are made between August 11, 
2016, and January 17, 2017 

 Those affected by Hurricane Matthew if 
distributions are made between October 3, 
2016, and March 15, 2017 

The relief is available for those who live or work in 
affected counties in Florida, Georgia, Virginia, 
North Carolina, and South Carolina. The IRS is 
also allowing those who live outside the disaster 
areas to take distributions to help their family 
members or dependents who live in the affected 
areas if their plan chooses to implement this relief.  
 
Plan sponsors who don’t currently permit loans or 
hardships in their plans may choose to do so for 
this disaster relief prior to formally amending their 
plans to add these distribution options. If they do 
this, they must amend by end of first plan year 
beginning after December 31, 2016. 
 
As additional relief, plan sponsors are not 
restricted to approving hardship distributions 
solely for the safe harbor reasons listed in the 

plan document. Plans also do not have to impose 
the 6-month restriction on deferrals following a 
hardship distribution. For loans, plan sponsors 
may issue loans prior to receiving the normal loan 
documentation so long as they obtain it “as soon 
as practicable.” This includes requirements such 
as spousal consent. 
 
Participants who want to take advantage of these 
relaxed loan and hardship distribution rules should 
be aware that normal income tax and early 
distribution penalty tax rules apply. There is no 
relief of the loan payback requirements or the tax 
or penalty owed on a plan distribution. 
 
Upcoming Plan Deadlines for Calendar-Year Plans 
 

January 31, 2017 Deadline to send IRS 
Forms 1099-R, 
reporting plan 
distributions taken 
during 2016, to 
distribution recipients. 
 
 

February 14, 2017 Deadline to send fourth 
quarter 2016 account 
statements to 
participants of 401(k) 
plans that allow 
participants to direct 
their own investments. 
 
 

March 15, 2017 Deadline to distribute 
ADP or ACP testing 
excesses for the 2016 
plan to avoid paying a 
10% excise tax. 
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2017 COLAs 
As you wrap up the 2016 plan year, one of the 
aspects of plan operations you may want to check 
is that none of the statutory plan limits were 
exceeded. Each year in October, the IRS 
announces the cost-of-living adjustments (COLAs) 
that will affect the dollar limitations and thresholds 
for retirement plans in the coming year.  

Sometimes, the change in the cost-of-living index 
does not meet the statutory thresholds necessary 
to trigger an increase for all the limits and 
thresholds. For 2017, only a few of the retirement 
plan limits will increase. These include the:  

 Overall contribution limit that determines the
maximum amount of contributions and
forfeitures that can be allocated to a plan
participant’s account each year

 Limit on compensation that can be considered
for determining benefits

 Compensation amount for determining who is
a key employee for top-heavy testing

In a separate pronouncement, the Social Security 
Administration announced that the taxable wage 
base, or the maximum amount of earnings subject 
to Social Security tax, will increase for 2017. In 
addition to affecting payroll taxes, this limit affects 
retirement plans that use the permitted disparity 
contribution allocation method (also known as 
Social Security integration). 

The following chart is taken from the IRS COLA 
Increase Table, which can be found on 
www.irs.gov. 

COLA Chart 2017 2016 2015 

Annual 
Compensation $270,000 $265,000 $265,000 

Elective 
Deferrals $18,000 $18,000 $18,000 

Catch-up 
Contributions $6,000 $6,000 $6,000 

Defined 
Contribution 
Plan Limits 

$54,000 $53,000 $53,000 

ESOP 
Limits 

$1,080,000 
$215,000 

$1,070,000 
$210,000 

$1,070,000 
$210,000 

HCE 
Threshold $120,000 $120,000 $120,000 

Defined Benefit 
Limits $215,000 $210,000 $210,000 

Key Employee $175,000 $170,000 $170,000 

457 Elective 
Deferrals $18,000 $18,000 $18,000 

Taxable Wage 
Base $127,200 $118,500 $118,500 

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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