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N e w  G u i d a n c e  f o r  D e p o s i t i n g  P l a n  C o n t r i b u t i o n s

The U.S. Department of Labor (DOL) recently issued final “safe harbor” 
deposit deadline regulations for plans with fewer than 100 participants 
at the beginning of the plan year. The rules apply to welfare benefit 
and pension plans, including 401(k) plans, Salary Reduction Simplified 
Employee Pension Plans (SAR-SEPs), and Savings Incentive Match Plan 
(SIMPLE) IRAs. 

What the Regulations Say
The final regulations say that participant 
contributions and loan repayments will be 
treated as being made in a timely manner 
if they are deposited with the plan no later 
than the seventh business day following 
the date they are received by the employer. 
For amounts withheld from wages, it’s the 
seventh business day following the date 
the amount would otherwise have been 
payable to the participant in cash. The DOL 
will regard amounts as deposited if they are 
placed in an account of the plan. Allocation 
among the participants on that date is not 
necessary.

Generally, employers may meet their 
obligation to deposit participant 
contributions in a timely manner by 
transferring participant contributions into 
retirement plans by the earliest date on 
which these contributions can reasonably 

be segregated from the employer’s general 
assets. However, determining the “earliest 
date” is not always a simple matter. Thus, 
small plan sponsors that can take advantage 
of the seven-day safe harbor should strongly 
consider doing so.

It’s important to note that this “safe harbor” 
deposit deadline only applies to plans with 
fewer than 100 participants at the beginning 
of the plan year. Larger plans do not get any 
protection under this regulation. Further, it 
is generally assumed that a tighter deadline 
should be applied to larger plans. DRS is 
aware of several instances where the DOL 
has only allowed plans one or two business 
days before they considered deposits to be 
late and assessed penalties. Therefore, we 
always recommend that you make your 
deposits to the plan as quickly as possible 
to avoid any appearance of mishandling of 
plan deposits. 

This newsletter and all supplements are meant to provide general information only. It should not be used as a 
supplement for legal advice or opinion in any specific case.
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Safe  Harbor  Pl an  N otice 
—  Watch  the  Timing

401(k) plans that have a safe 
harbor design must provide 
eligible employees with a safe 
harbor notice not earlier than 
90 days and not less than 30 
days before the beginning of 
each plan year the safe harbor 
is in effect. Special rules 
apply for new plans and new 
participants.
With a safe harbor plan design, an employer 
can avoid annual nondiscrimination 
testing by making minimum nonelective 
contributions or minimum matching 
contributions to the plan.
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A 401(k) plan’s design can have a significant influence on both participation and contributions. One 
way you can evaluate the effectiveness of your plan’s features is to use a benchmark, such as the Profit 
Sharing/401(k) Council of America’s (PSCA) Annual Survey of Profit Sharing and 401(k) Plans.* Here are 
some of the PSCA’s most recent findings.

Look at Contributions and 
Participation
The first things an employer should consider 
are the plan’s participation and participant 
deferral rates. The PSCA survey’s average 
participation rate for all 401(k) plans is 
82.7%. Participation is greatest in plans that 
offer both a safe harbor and discretionary 
match (90.1% average participation rate) 
and — not surprisingly — lowest in plans 
with no employer contribution (67.2%). The 
average deferral of lower paid participants, 
as the ADP tests define them, is 5.5% of 
pretax pay, while higher paid participants 
defer an average of 6.6%.

Employer 401(k) contributions average 3% 
of pay for companies that do not also offer 
a defined benefit plan (5.6% in combination 
profit sharing/401(k) plans). The most 
common matching formula is a fixed 
match only. The most common fixed-match 
contribution (29%) is 50 cents per dollar of 
the first 6% of pay deferred. A 50-cents-per-
dollar match of up to 3% of pay is the choice 

for 7.6% of plans, and 7% offer a dollar-for-
dollar match of the first 6% deferred.

If you find your participation and 
participant deferral rates vary significantly 
from other similarly sized 401(k) plans, you 
may want to investigate why. A good place 
to start is by looking at the rates and plan 
features offered by similarly sized plans (see 
the table).

Review Plan Investments
The number of funds that plans offer 
appears to be leveling out after many years 
of steady increase. Plans offer an average of 
18 funds for both participant and company 
contributions. Among all plans, the most 
common investment option offered for 
participant contributions is actively 
managed domestic equity funds (81.3%). 
Actively managed international equity 
funds are second (78.5%), and indexed 
domestic equity funds (70.2%) are third. 
Actively managed domestic bond funds are 
a close fourth at 70% of plans.

r e t i r e m e n t  s o l u t i o n s  f o r  t h e  d i g i t a l  a g e

For plans surveyed that offer automatic 
enrollment, the most popular default 
investment choice is a target retirement 
date fund (59.7%), followed by lifestyle 
funds (17.9%), balanced funds (13%), and 
professionally managed accounts (2.9%).

Examine Plan Loan Policies
The vast majority of 401(k) plans (87.7%) 
allow loans. Most charge some type of loan 
fee to participants — loan origination fees 
being the most common. Slightly fewer than 
half of all plans allow multiple loans, and 
nearly all have a minimum loan amount. In 
84.4% of plans, the minimum is between 
$500 and $1,000. 

While different employers have different 
plan objectives, and employee demographics 
vary, a look at the PSCA’s survey results can 
give employers a good idea of what similar 
plans offer.

How Does Your 401(k) Plan Compare?
Plan Rates and Features Plan Size by Number of Participants

1-49 50-199 200-999 All Plans*
Average employee participation rate 91.4% 84.2% 82.1% 82.7%

Average pretax deferral for ADP-ACP nondiscrimination testing

    Higher paid employees 6.9% 6.7% 6.6% 6.6%

    Lower paid employees 6.4% 5.7% 5.5% 5.5%

Average after-tax (Roth) deferral for nondiscrimination testing

    Higher paid employees 4.2% 3.8% 4.0% 3.9%

    Lower paid employees 4.7% 3.7% 3.5% 3.7%

Type of match (where offered)

    Fixed 36.6% 69.1% 60.2% 57.1%

    Graded 63.4% 30.9% 39.8% 42.9%

Plans permitting catch-up contributions for 
participants age 50 and older

100% 99.0% 99.0% 98.9%

Plans matching catch-up contributions 
(when permitted)

39.4% 49.4% 29.0% 36.5%

Participants making catch-up contributions 44.9% 27.5% 14.4% 24.0%

Plans permitting loans 80.2% 82.2% 87.9% 87.7%

Plans allowing multiple loans 43.3% 32.6% 54.3% 47.6%
* Includes larger sized plans
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New Plans 
If a new 401(k) plan is established with 
safe harbor provisions, and the plan 
design provides immediate eligibility for 
deferrals and employer contributions (as 
of the effective date of the plan), a safe 
harbor notice must be provided anytime 
between 90 days before the plan’s 
effective date and the plan’s effective 
date. 

Example: An employer adopts a safe 
harbor 401(k) plan effective September 1, 
2010. The plan design allows employees 
immediate eligibility and permits them 
to make deferrals and receive safe harbor 
matching contributions as of September 
1, 2010. The employer must provide the 
safe harbor notice between June 3, 2010, 
and September 1, 2010.

Newly Eligible Participants 
The same notice time frame applies to a 
newly eligible participant in an existing 
safe harbor 401(k).

Example: A safe harbor 401(k) plan 
has a six-months-of-service eligibility 
requirement. A new employee hired on 
March 31, 2010, will be eligible to enter 
the plan on October 1, 2010. The employer 
must provide the safe harbor notice no 
earlier than July 3, 2010, but no later than 
October 1, 2010. 

The annual safe harbor notice (generally 
sent between October 3 and December 2 
each year by calendar-year plans) covers 
all ongoing participants. The same notice 
will cover employees who become newly 
eligible through the date the notice is 
provided. 

r e t i r e m e n t  s o l u t i o n s  f o r  t h e  d i g i t a l  a g e

S i m p l i f y  Ye a r  E n d  D ata  G at h e r i n g

Th e  B e n e f i t s  o f  a n  I n t e g r a t e d  Pa y r o l l  S o l u t i o n

This year, as you begin the process of assembling your year end data 
for DRS, you might be thinking that there has to be an easier way to 
provide all of this information. Well there is and DRS is ready and 
waiting to help.  
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continued from page 2 You no longer need to send a separate 
file each pay period or a year end census. 
We’ll have all of that data already. This 
seamless transfer of data from payroll to 
recordkeeping means quicker investment of 
participants’ contributions and completion 
of your annual allocations, testing and 
compliance work – all with substantially 
less effort on your part. Additionally, 
clients who choose to utilize the PPS/DRS 
integrated payroll and recordkeeping 
services will receive a discount on both 
their payroll processing and recordkeeping 
fees. In some cases, those discounts are so 
significant that the payroll processing is 
actually free.

Many of DRS’ clients have already made the 
switch to Peak Payroll Solutions. If, however, 
you have not yet taken steps to receive this 
information, we hope that you will do so in 
the near future. Transitioning your payroll 
services to PPS in the next couple of months 
can save you a substantial amount of work 
in preparing for your 2010 plan year end.

To learn more about how PPS and DRS can 
streamline your payroll processing and 
plan administration, please contact a PPS 
Customer Service Specialist at helpdesk@
peakpayroll.com or 303-485-3925. We would 
be happy to answer any questions, provide 
a fee estimate, or set up a time for a live 
online demonstration. 

Can you imagine not having to send 
DRS your payroll files every pay period?  
How about not having to calculate your 
employees’ matching contributions?  
Would you like someone else to assemble 
the year end census data that is required 
to complete your annual compliance work?  
This can all be accomplished by letting Peak 
Payroll Solutions’ payroll professionals take 
over your payroll processing. 

Peak Payroll Solutions, LLC (PPS) is a wholly 
owned subsidiary of DRS that was founded 
specifically for the purpose of helping you 
with these issues. And now, before the end 
of this year, is the ideal time to make the 
switch in payroll service providers. For a 
limited time, PPS is offering a 50% discount 
on our payroll processing fees.

PPS was developed with a simple mission 
in mind – to develop a comprehensive, 
fully integrated 401(k)/payroll solution 
designed to streamline payroll processing 
and funding, reduce administration costs, 
and ease census fulfillment for year-end 
compliance testing. By switching to PPS, 
all you have to do is collect your payroll 
data and provide that information to PPS 
via phone, fax, email or online – whatever 
works best for you. PPS will take care of the 
rest, including:

• cutting and mailing paychecks

• processing direct deposits

• tax calculation, withholding and 
reporting

• employee W-2s

• employer plan contribution calculations

• plan contribution funding

• and much more   
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To submit your year-end census data: 
yearend@drs401k.com

For audit support, tax forms,  
and testing inquiries:  
compliance@drs401k.com

For questions about payroll services: 
helpdesk@peakpayroll.com

       

Corporate Office 
2420 Trade Centre Avenue 
Suite B 
Longmont, CO 80503 
Tel. (303) 485-9000  
Fax. (303) 485-9009

For general questions: 
helpdesk@drs401k.com

To submit your payroll files: 
files@drs401k.com

C o n ta c t  I n f o

D at e s  &  D e a d l i n e s I R S  L i m i t s  f o r  2 0 0 8 ,  2 0 0 9  a n d  2 0 1 0  Ta x  Ye a r s

The Internal Revenue Service has announced Pension Plan Limitations for 2010. Listed below 
are the limits for 2010, as well as, the limits for 2008 and 2009.

 Annual Limits: 2008 2009 2010

 Annual Compensation Limit [401(a)(17)/404(l)] : $230,000 $245,000 $245,000

 Annual Deferral Limit [402(g)(1)] : $15,500 $16,500 $16,500

 Annual Contribution Limit [415(c)(1)(A)] : $46,000 $49,000 $49,000

 HCE Threshold [414(q)(1)(B)] : $105,000 $110,000 $110,000

 Catch-Up Contributions [414(v)(2)(B)(i)] :  $5,000 $5,500 $5,500  
 

Annual Compensation Limit - Compensation which is used to calculate benefits and 
contributions under a qualified retirement plan. $245,000

Annual Defined Contribution Limit - 
Generally includes employer contributions, 
employee contributions, and forfeitures 
allocated to a participant’s account under 
a defined contribution plan. $49,000 

Highly Compensated Threshold - 
An individual is considered highly 
compensated for IRS non-discrimination 
testing if the employee owns at least 5% 
of the company or if in the prior year the 
employee’s compensation was more than 
the HCE threshold. For example, to be 
considered an HCE in 2010, a participant 
will have had to make more than 
$110,000.00 in 2009.

Income Subject to Social Security - The 
maximum amount of earnings subject 
to social security taxes. $106,800

Please update this information with your payroll 
department. If you have any questions regarding these limits or how they affect your 
plan, please feel free to contact our Helpdesk at 303-485-9000 or helpdesk@drs401k.com 
for assistance.
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October 15, 2010
Final Filing Deadline for 2009 5500 Tax 
Return if extension was filed prior to July 
31, 2010*

November 25, 2010
DRS Closed for Thanksgiving Holiday

November 30, 2010
Deadline to Distribute Safe-Harbor Notice 
to Participants for Plans Seeking Safe 
Harbor Protection starting January 1, 2011*. 

December 24, 2010
DRS Closed for Christmas Holiday

January 17, 2011
 DRS Closed for Martin Luther King Jr. 
Holiday 

January 31, 2011
Mailing Deadline for participant copy of 
2010 1099-R’s

January 31, 2011
DRS Year-End Information Packet and 
Census Data Due*

February 21, 2011
DRS Closed for President’s Day Holiday 

February 28, 2011
Filing Deadline for 2010 1099-R’s and 1096

March 15, 2011
Deadline to Correct Excess Deferral and 
Match for 2010 Plan Year without IRS 
Penalties*

April 22, 2011
DRS Closed for Good Friday Holiday

May 30, 2011
DRS Closed for Memorial Day Holiday

July 4, 2011
DRS Closed for Independence Day Holiday

July 31, 2011
Initial IRS 2010 5500 Tax Return Filing 
Deadline or Deadline for filing Extension 
(5558) *

September 5, 2011
DRS Closed for Labor Day Holiday 

*assumes 12/31 Plan Year End

Don’t Forget
DRS has an integrated payroll solution to help take some of the burden off your hands. Simplify transfer of payroll information and eliminate year end reporting requirements by letting Peak Payroll Solutions take over your payroll processing.  To learn more about how we can help, please contact helpdesk@drs401k.com or call us at 888-377-4015. We’d be happy to answer and questions or provide you with a free,  

no hassle, quote for services.
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