
The Importance of Year-End Census Data 

The calendar has turned to 2018, and with that 
comes important responsibilities regarding your 
company’s 401(k) plan. To get you prepared for 
annual reporting, here’s a review of the most 
common questions from our plan sponsors.

Why do plan sponsors need to file year end 
reports? 

The Employee Retirement Income Security Act 
(ERISA) requires that plan sponsors of 401(k) 
plans complete year end reporting to verify their 
plans meet qualification requirements and are 
compliant in order to maintain their tax-exempt 
status.

What are plan sponsors required to report? 

Year-end reporting begins with plan sponsors 
collecting employee census and employer data 
including financial information about the assets held 
in the plan and transactions that have occurred 
over the year, the number of participants, 
and the service providers involved with the plan.

When are plan sponsors required to report this 
information? 

Plan sponsors are required to file Form 5500 by the 
seventh month following plan year-end. Extensions 
can be requested to extend the due date two and a half 
months. For example, a plan year ending December 
31, 2017, would have an initial filing deadline  
of  July 31, 2018 or an extended deadline of October 
15, 2018.

Along with federal reporting, plan sponsors are 
required to provide participants with a Summary 
Annual Report that details the plan’s annual activity.

Given the complexity of testing and detail of 
reporting that is required of plan sponsors, the IRS 
offers a dedicated resource on the workings of 401(k) 
plans and various tools to help small businesses.

Partnering with Clearwater Capital Partners is 
another solution, as we provide plan sponsors with 
support while navigating year end reporting and 
provide guidance on current regulations and 
important compliance issues. We are here to help!

Your quarterly newsletter contains timely information that is helpful for plan sponsors and includes our feature, “fiduciary focus”, with 
content specifically designed to highlight current regulatory topics facing plan sponsors.  I hope you find this information helpful!
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https://www.dol.gov/sites/default/files/ebsa/about-ebsa/our-activities/resource-center/publications/401k-plans-for-small-businesses.pdf


Are Retirement Plan Fee Disclosures Being 
Ignored?

Several years ago, the Department of Labor engaged in 
a major regulatory effort to improve retirement plan 
fee disclosures, but new research suggests that many 
workers are not reading their plan disclosures and are 
unfamiliar with the fees being charged for managing 
their funds.

The report by the Pew Charitable Trusts, “Many 
Workers Have Limited Understanding of Retirement 
Plan Fees Survey,” finds that of the plan participants 
surveyed, nearly two-thirds had not read any of the 
investment fee disclosures from their plans in the past 
year. And among those who said they were very 
familiar with their fees, 33% had not read any fee 
disclosures in the past year.

Based on survey results of employees at small and 
medium-sized businesses, the analysis examines how 
worker familiarity with investment fees is associated 
with confidence in investing and planning for 
retirement.

Of the third who had read a fee disclosure, nearly 7 in 
10 said they found the information understandable. 
Yet, only 25% of all respondents said they had read and 
understood a disclosure about retirement account fees, 
the report notes. As a result, many workers who are 
unfamiliar with the fees charged for managing their 
retirement funds are investing without fully 
understanding the costs associated with these plans, the 
report suggests.

Not surprisingly, older workers reported greater 
familiarity with their fees than younger workers. The 
findings show that 74% of workers age 52-64 were 
either very or somewhat familiar with their retirement 
plan fees, but that level drops to 64% for workers age 
18-35. The report suggests that, because older workers 
are closer to retirement, they have more of an 
awareness of the fees they are being charged.

The survey further shows that workers who said they 
were unfamiliar with their plan fees also tended to be 
less confident in their ability to make the right 
investment choices and were less likely to say they had 
tried to figure out how much they would need to save 
for retirement.

Awareness of fees also appears to have some 
association with risk-tolerance levels. The report 
explains that, across age groups, those who said they 
were more familiar with their plan’s fees were more 
likely to say they preferred higher-risk investment 
options. However, only 4% of workers age 18-35 who 
preferred low-risk investments said they were very 
familiar with their plan fees, compared with 20% of 
those 52-64.

The report emphasizes that examining whether 
workers have read plan fee disclosures does not 
provide a full picture of their understanding of these 
costs, as some may learn about fees through other 
means, such as through a plan administrator or 
financial adviser. Nevertheless, workers who are less 
aware of their fees could see their retirement savings 
diminished by not fully understanding their 
investment decisions and they may be doing less to 
prepare for retirement, the report further suggests.

What’s most apparent from the results of this survey is 
that for the most part, participants are not reading and 
understanding this important disclosure. As advisor to 
your plan, we will continue to cover this important 
topic at participant education meetings. As plan 
sponsor, you can help by taking the time to 
make sure this disclosure is understood by your 
participants. As always, we are here to answer 
any participant questions.
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It’s not enough to simply mail or remit deferrals by the 
7th day; the plan sponsor must reasonably factor in the 
necessary time for deferrals to reach the record keeper.

If you have fewer than 100 participants, and have been 
depositing employee contributions later than by the 7th 
business day, please review your deposit process and 
determine how you can satisfy the 7 business day rule. 
Remember also, if your payrolls are frequent, for 
example weekly, it is not considered timely to hold 
employee contributions and make one deposit for 
multiple payrolls. Failure to do so may result in penalties 
to the plan sponsor.

Late Deposit of Participant Deferrals: What happens 
now?

Avoiding late contribution deposits is the best course of 
action. But what happens if it’s determined a late 
contribution has occurred? Keep in mind, the annual 
IRS Form 5500 requires that the plan sponsor indicate 
whether or not contributions were made late. Therefore 
it’s never a good idea to disregard instances of late 
contributions in hopes they go unnoticed.

If you determine a late contribution has occurred, take 
the necessary steps to correct the mistake as soon as 
possible:

• Deposit the late contribution ASAP

• Provide for an additional contribution to make
participants whole for any missed investment
earnings,

• Review your procedures and make adjustments
to ensure a repeat of late contributions doesn’t
reoccur

• Take advantage of the voluntary correction
programs offered by the DOL and the IRS.

Making timely deposits of participant deferrals is 
an important part of the plan sponsor’s 
fiduciary responsibilities. If you set procedures in 
place for this process and review them periodically, 
you can meet the “7-day rule” for the timely 
remittance of participant deposits if you are a small 
employer, or the “as soon as reasonably possible” if 
you are a larger employer.

Plan Sponsor Duties: Timeliness of 401(k) 
Participant Deposits

Today’s 401(k) plan sponsors are subject to an array of 
what often seem complex fiduciary responsibilities with 
respect to carrying out their duties to plan participants 
and beneficiaries. However, meeting these duties need 
not be difficult, and for some functions, there are specific 
rules to help guide the employer.

For example, the Department of Labor, (DOL), has 
guidance to help clarify regulations regarding the 
timeliness for depositing participant payroll deductions 
that represent contributions or loan payments to the plan.

What are the Rules?

Employers must deposit participant contributions (pre-
tax/Roth 401(k) deferrals, and loan payments) to the 
plan’s trust account on the earliest day they can 
reasonably be segregated from general corporate assets. 
For plans with fewer than 100 participants, a deposit is 
considered timely if it’s made within 7 business days after 
the date the contributions would have been otherwise 
payable in cash to the participant. For larger plans 
(100 participants or more), the determination of 
whether a deposit is timely is based on facts and 
circumstances, but generally is stated as no later than 
the 15th business day of the month following the 
month when deferrals were withheld. Note that this is 
not meant that an employer can wait until the 15th day 
of the following month to make a deposit. Rather, it 
is the absolute latest time, if that amount of time is 
the earliest that is reasonably required to be able to 
separate the plan assets from the employer’s corporate 
assets. The general rule as interpreted by both the DOL 
and the courts has been that if the employer was able to 
segregate other payroll related items from corporate 
assets (most notably tax withholding payment amounts) 
at an earlier date, so too must 401(k) participant 
contributions be segregated.

What Does “Deposited” Mean?

“Deposited” means received by the plan’s record keeper, 
not when the check was cut or remitted. 
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Fiduciary Focus

The Department of Labor has imposed an 18-month 
delay (from Jan. 1, 2018 to July 1, 2019) of the final 
applicability date of the limited portion of the fiduciary 
rule that is not yet in force. The delay extends the 
transition period the DOL established to allow firms 
extra time to prepare for specific requirements of the 
three major Prohibited Transaction Exemptions (PTEs) 
associated with the fiduciary rule: the Best Interest 
Contract Exemption (BICE), Principal Transaction 
Exemption, and PTE 84-24, which applies to advisory 
transactions involving insurance and annuity contracts 
and mutual fund shares. The transition period is the 
time between the rule’s first applicability date (June 9, 
2017) and the final applicability date, which is now 
proposed to be July 1, 2019.

The delay also provides time for the DOL to prepare 
responses to questions President Trump directed it to 
address at the beginning of this year and to formulate 
proposed changes to the rule. It seems clear that the net 
effect of this review will be elimination of the contract 
requirement associated with BICE, and perhaps all of 
the rule requirements deferred during the transition 
period.

Despite the intense media focus on the latest rule delay, 
all firms providing advice on retirement accounts must 
recognize that the core provisions of the rule became 
applicable on June 9, 2017 and remain in full force. The 
expanded definition of who is accountable as an 
investment advice fiduciary, the definitions and 
requirements regarding non-fiduciary forms of 
communications (also known as carve-outs), and the 
requirement under the three PTEs mentioned above for 
firms to establish and follow Impartial Conduct 
Standards (ICS) are in place. These provisions are not 
involved in the delay and we foresee little chance that 
they will be rolled back in future DOL rulemaking.

IRS and Social Security Annual Limits
Each year the U.S. government adjusts the limits 
for qualified plans and Social Security to 
reflect cost of living adjustments and changes in 
the law. Many of these limits are based on 
the “plan year.” The elec-tive deferral and 
catch-up limits are always based on the calendar 
year. Here are the 2018 limits as well as the 
2017 limits for comparative purposes:

Limit 2018 2017
Maximum compensation limit $275,000 $270,000
Defined contribution plan 
maximum contribution $55,000 $54,000

Defined benefit plan maximum 
benefit $220,000 $215,000

401(k), 403(b) and 457 plan 
maximum elective deferrals $18,500 $18,000

      Catch-up contributions $6,000 $6,000
SIMPLE plan maximum elective 
deferrals $12,500 $12,500

      Catch-up contributions $3,000 $3,000
IRA maximum contributions $5,500 $5,500
      Catch-up contributions $1,000 $1,000
Highly compensated employee 
threshold $120,000 $115,000

Key employee (officer) threshold $175,000 $175,000

Social Security taxable wage 
base $128,700 $127,200

Important Disclosure:   This commentary has been prepared by Clearwater Capital Partners, LLC.  The opinions voiced in this material are for 
general information only and are not intended to provide or be construed as providing specific investment advice or recommendations for any 

individual.

Clearwater Capital Partners, LLC is 
an independent fiduciary advisor serving 
plan sponsors and plan participants of 
defined contribution and defined benefit plans. We 
offer an independent 3rd party voice, 
bringing transparency with no proprietary 
solutions or conflicts of interest.

Focusing on the fiduciary standard of care, 
we partner  with plan sponsors to offer intelligent 
plan design, best in class fund menus, and 
effective and engaging participant education.

2800 W. Higgins Road, Suite 1025 

Clearwater Capital Partners, LLC 

          Hoffman Estates, IL 60169
847.841.8650 

www.ccpwealth.com
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