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HIGHLIGHTS 
OF THIS ISSUE
These synopses are intended only as aids to the reader in 
identifying the subject matter covered. They may not be 
relied upon as authoritative interpretations.

ADMINISTRATIVE

Announcement 2026-17, page 952.
The Office of Professional Responsibility (OPR) announces recent 
disciplinary sanctions imposed on attorneys, certified public 
accountants, enrolled agents, enrolled actuaries, enrolled retire-
ment plan agents, and appraisers. The OPR also announces 
when certain unenrolled, unlicensed tax return preparers (indi-
viduals who are not enrolled to practice before the Internal Rev-
enue Service (IRS) and are not licensed as attorneys or certified 
public accountants) have been disciplined. Licensed or enrolled 
practitioners are subject to the regulations governing practice 
before the IRS, which are set out in Title 31, Code of Federal 
Regulations (C.F.R.), Subtitle A, Part 10, and which are released 
as Treasury Department Circular No. 230. The regulations pre-
scribe the duties and restrictions relating to such practice and 
prescribe the disciplinary sanctions for violating the regulations. 
Unenrolled/unlicensed return preparers who choose to partici-
pate in the IRS’s voluntary Annual Filing Season Program (AFSP) 
are subject to the guidance in Revenue Procedure 2014-42, 
which governs a preparer’s eligibility to represent taxpayers 
before the IRS in examinations of tax returns the preparer both 
prepared for the taxpayer and signed as the preparer. Addition-
ally, unenrolled/unlicensed return preparers who participate in 
the AFSP agree to be subject to the duties and restrictions in 
Circular 230, including the restrictions on incompetence or dis-
reputable conduct.

EMPLOYEE PLANS

Notice 2026-65, page 874.
This notice sets forth updates on the corporate bond monthly 
yield curve, the corresponding spot segment rates for Sep-

tember 2026 used under § 417(e)(3)(D), the 24-month aver-
age segment rates applicable for October 2026, and the 
30-year Treasury rates, as reflected by the application of 
§ 430(h)(2)(C)(iv).

Rev. Proc. 2026-33, page 877.
This revenue procedure establishes the IRA Compliance 
Resolution System (ICRS), a new correction program for 
individual retirement accounts and annuities (IRAs). The 
program permits IRA custodians and IRA owners to cor-
rect certain eligible inadvertent failures that occur due to 
custodian errors or inadvertent errors by a service pro-
vider. ICRS also transitions requests for waivers of the 
60-day rollover requirement from private letter ruling 
requests under Rev. Proc. 2026-4 to requests for waivers 
under ICRS.

Rev. Proc. 2026-34, page 894.
This revenue procedure revises and updates Revenue 
Procedure 2021-30, the most recent statement of the 
Employee Plans Compliance Resolution System (EPCRS), a 
system of correction programs for plan sponsors of retire-
ment plans that are intended to satisfy the requirements 
of section 401(a), 403(a), 403(b), 408(k), or 408(p) of the 
Internal Revenue Code, but have not met these require-
ments for a period of time. EPCRS permits plan sponsors 
to correct these failures and thereby continue to provide 
their employees with retirement benefits on a tax-favored 
basis. The components of EPCRS are the Self-Correction 
Program, the Voluntary Correction Program, and the Audit 
Closing Agreement Program.

Finding Lists begin on page ii.



The IRS Mission
Provide America’s taxpayers top-quality service by helping 
them understand and meet their tax responsibilities and 
enforce the law with integrity and fairness to all.

Introduction
The Internal Revenue Bulletin is the authoritative instrument 
of the Commissioner of Internal Revenue for announcing offi-
cial rulings and procedures of the Internal Revenue Service 
and for publishing Treasury Decisions, Executive Orders, Tax 
Conventions, legislation, court decisions, and other items of 
general interest. It is published weekly.

It is the policy of the Service to publish in the Bulletin all sub-
stantive rulings necessary to promote a uniform application 
of the tax laws, including all rulings that supersede, revoke, 
modify, or amend any of those previously published in the 
Bulletin. All published rulings apply retroactively unless other-
wise indicated. Procedures relating solely to matters of inter-
nal management are not published; however, statements of 
internal practices and procedures that affect the rights and 
duties of taxpayers are published.

Revenue rulings represent the conclusions of the Service 
on the application of the law to the pivotal facts stated in 
the revenue ruling. In those based on positions taken in rul-
ings to taxpayers or technical advice to Service field offices, 
identifying details and information of a confidential nature are 
deleted to prevent unwarranted invasions of privacy and to 
comply with statutory requirements.

Rulings and procedures reported in the Bulletin do not have the 
force and effect of Treasury Department Regulations, but they 
may be used as precedents. Unpublished rulings will not be 
relied on, used, or cited as precedents by Service personnel in 
the disposition of other cases. In applying published rulings and 
procedures, the effect of subsequent legislation, regulations, 
court decisions, rulings, and procedures must be considered, 
and Service personnel and others concerned are cautioned 

against reaching the same conclusions in other cases unless 
the facts and circumstances are substantially the same.

The Bulletin is divided into four parts as follows:

Part I.—1986 Code.	  
This part includes rulings and decisions based on provisions 
of the Internal Revenue Code of 1986.

Part II.—Treaties and Tax Legislation.	  
This part is divided into two subparts as follows: Subpart A, 
Tax Conventions and Other Related Items, and Subpart B, 
Legislation and Related Committee Reports.

Part III.—Administrative, Procedural, and Miscellaneous. 
To the extent practicable, pertinent cross references to these 
subjects are contained in the other Parts and Subparts. Also 
included in this part are Bank Secrecy Act Administrative 
Rulings. Bank Secrecy Act Administrative Rulings are issued 
by the Department of the Treasury’s Office of the Assistant 
Secretary (Enforcement).

Part IV.—Items of General Interest.	  
This part includes notices of proposed rulemakings, disbar-
ment and suspension lists, and announcements. 

The last Bulletin for each month includes a cumulative index 
for the matters published during the preceding months. These 
monthly indexes are cumulated on a semiannual basis, and are 
published in the last Bulletin of each semiannual period.

The contents of this publication are not copyrighted and may be reprinted freely. A citation of the Internal Revenue Bulletin as the source would be appropriate.
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Part III
Update for Weighted 
Average Interest Rates, 
Yield Curves, and Segment 
Rates

Notice 2026-65

This notice provides guidance on the 
corporate bond monthly yield curve, the 
corresponding spot segment rates used 
under § 417(e)(3), and the 24-month aver-
age segment rates under § 430(h)(2) of the 
Internal Revenue Code. In addition, this 
notice provides guidance as to the inter-
est rate on 30-year Treasury securities 
under § 417(e)(3)(A)(ii)(II) as in effect for 
plan years beginning before 2008 and the 
30-year Treasury weighted average rate 
under § 431(c)(6)(E)(ii)(I). 

YIELD CURVE AND SEGMENT 
RATES

Section 430 specifies the minimum 
funding requirements that apply to sin-
gle-employer plans (except for CSEC 
plans under § 414(y)) pursuant to § 412. 

Section 430(h)(2) specifies the inter-
est rates that must be used to determine 
a plan’s target normal cost and funding 
target. Under this provision, present 
value is generally determined using three 
24-month average interest rates (“seg-
ment rates”), each of which applies to 
cash flows during specified periods. To 
the extent provided under § 430(h)(2)(C)
(iv), these segment rates are adjusted by 
the applicable percentage of the 25-year 
average segment rates for the period end-
ing September 30 of the year preceding 
the calendar year in which the plan year 
begins.1 However, an election may be 
made under § 430(h)(2)(D)(ii) to use the 
monthly yield curve in place of the seg-
ment rates. 

Section 1.430(h)(2)-1(d) provides 
rules for determining the monthly cor-
porate bond yield curve, and §  1.430(h)
(2)-1(c) provides rules for determining 
the 24-month average corporate bond 
segment rates used to compute the target 
normal cost and the funding target. Con-
sistent with the methodology specified in 
§ 1.430(h)(2)-1(d), the monthly corporate 
bond yield curve derived from September 
2026 data is in Table 2026-9 at the end 

of this notice. The spot first, second, and 
third segment rates for the month of Sep-
tember 2026 are, respectively, 5.06, 5.99, 
and 6.72. 

The 24-month average segment rates 
determined under §  430(h)(2)(C)(i) 
through (iii) must be adjusted pursuant to 
§ 430(h)(2)(C)(iv) to be within the appli-
cable minimum and maximum percent-
ages of the corresponding 25-year aver-
age segment rates. Those percentages are 
95% and 105% for plan years beginning 
in 2025, 2026 and 2027. For this purpose, 
any 25-year average segment rate that is 
less than 5% is deemed to be 5%. The 
25-year average segment rates for plan 
years beginning in 2025, 2026, and 2027 
were published in Notice 2024-67, 2024-
41 I.R.B. 726, Notice 2025-47, 2025-40 
I.R.B. 441, and Notice 2026-57, 2026-42 
I.R.B. 499, respectively. 

24-MONTH AVERAGE CORPORATE 
BOND SEGMENT RATES

The three 24-month average corporate 
bond segment rates applicable for October 
2026 without adjustment for the 25-year 
average segment rate limits are as follows: 

The adjusted 24-month average seg-
ment rates set forth in the chart below 
reflect § 430(h)(2)(C)(iv) of the Code. The 

24-month averages applicable for October 
2026, adjusted to be within the applicable 
minimum and maximum percentages of 

the corresponding 25-year average seg-
ment rates in accordance with § 430(h)(2)
(C)(iv), are as follows: 

		  24-Month Average Segment Rates Without 25-Year Average Adjustment
	Applicable Month 	 First Segment 	 Second Segment	 Third Segment
	 October 2026  	 4.40	 5.37	 6.08

Adjusted 24-Month Average Segment Rates
For Plan Years 
Beginning In Applicable Month First Segment Second Segment Third Segment

2025 October 2026 4.75 5.31 6.08

2026 October 2026 4.75 5.25 5.99

2027 October 2026 4.75 5.25 5.89

30-YEAR TREASURY SECURITIES 
INTEREST RATES

Section 431 specifies the minimum 
funding requirements that apply to multi-

employer plans pursuant to § 412. Section 
431(c)(6)(B) specifies a minimum amount 
for the full-funding limitation described in 
§ 431(c)(6)(A), based on the plan’s current 
liability. Section 431(c)(6)(E)(ii)(I) pro-

vides that the interest rate used to calculate 
current liability for this purpose must be 
no more than 5 percent above and no more 
than 10 percent below the weighted aver-
age of the rates of interest on 30-year Trea-

1 Pursuant to § 433(h)(3)(A), the third segment rate determined under § 430(h)(2)(C) is used to determine the current liability of a CSEC plan (which is used to calculate the minimum amount 
of the full funding limitation under § 433(c)(7)(C)).
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sury securities during the four-year period 
ending on the last day before the beginning 
of the plan year. Notice 88-73, 1988-2 C.B. 
383, provides guidelines for determining 
the weighted average interest rate. The rate 

of interest on 30-year Treasury securities 
for September 2026 is 5.37 percent. The 
Service determined this rate as the average 
of the daily determinations of yield on the 
30-year Treasury bond maturing in August 

2056. For plan years beginning in October 
2026, the weighted average of the rates of 
interest on 30-year Treasury securities and 
the permissible range of rates used to cal-
culate current liability are as follows: 

Treasury Weighted Average Rates
For Plan Years Beginning In 30-Year Treasury Weighted Average Permissible Range 90% to 105%

October 2026 4.67 4.20 to 4.90

MINIMUM PRESENT VALUE 
SEGMENT RATES

In general, the applicable interest rates 

under §  417(e)(3)(D) are segment rates 
computed without regard to a 24-month 
average. Section 1.417(e)-1(d)(3) pro-
vides guidelines for determining the min-

imum present value segment rates. Pursu-
ant to that section, the minimum present 
value segment rates determined for Sep-
tember 2026 are as follows: 

Minimum Present Value Segment Rates
	 Month 	 First Segment 	 Second Segment	 Third Segment
	 September 2026	 5.06	 5.99	 6.72

DRAFTING INFORMATION

The principal author of this notice 
is Tom Morgan of the Office of Associ-

ate Chief Counsel (Employee Benefits, 
Exempt Organizations, and Employment 
Taxes). However, other personnel from 
the IRS participated in the development 

of this guidance. For further information 
regarding this notice, contact Mr. Morgan 
at 202-317-6700 or Tony Montanaro at 
626-927-1475 (not toll-free calls).
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Table 2026-9
Monthly Yield Curve for September 2026

Derived from September 2026 Data

Maturity Yield Maturity Yield Maturity Yield Maturity Yield Maturity Yield
0.5 4.41 20.5 6.35 40.5 6.77 60.5 6.86 80.5 6.91
1.0 4.66 21.0 6.37 41.0 6.77 61.0 6.86 81.0 6.91
1.5 4.87 21.5 6.39 41.5 6.78 61.5 6.86 81.5 6.91
2.0 5.03 22.0 6.41 42.0 6.78 62.0 6.86 82.0 6.91
2.5 5.14 22.5 6.43 42.5 6.78 62.5 6.87 82.5 6.91
3.0 5.22 23.0 6.45 43.0 6.79 63.0 6.87 83.0 6.91
3.5 5.27 23.5 6.47 43.5 6.79 63.5 6.87 83.5 6.91
4.0 5.31 24.0 6.49 44.0 6.79 64.0 6.87 84.0 6.91
4.5 5.34 24.5 6.51 44.5 6.79 64.5 6.87 84.5 6.91
5.0 5.38 25.0 6.53 45.0 6.80 65.0 6.87 85.0 6.91
5.5 5.42 25.5 6.55 45.5 6.80 65.5 6.87 85.5 6.91
6.0 5.47 26.0 6.57 46.0 6.80 66.0 6.88 86.0 6.91
6.5 5.52 26.5 6.58 46.5 6.81 66.5 6.88 86.5 6.91
7.0 5.57 27.0 6.60 47.0 6.81 67.0 6.88 87.0 6.92
7.5 5.62 27.5 6.62 47.5 6.81 67.5 6.88 87.5 6.92
8.0 5.67 28.0 6.63 48.0 6.81 68.0 6.88 88.0 6.92
8.5 5.72 28.5 6.65 48.5 6.81 68.5 6.88 88.5 6.92
9.0 5.77 29.0 6.66 49.0 6.82 69.0 6.88 89.0 6.92
9.5 5.82 29.5 6.67 49.5 6.82 69.5 6.88 89.5 6.92
10.0 5.86 30.0 6.68 50.0 6.82 70.0 6.88 90.0 6.92
10.5 5.91 30.5 6.68 50.5 6.82 70.5 6.89 90.5 6.92
11.0 5.95 31.0 6.69 51.0 6.83 71.0 6.89 91.0 6.92
11.5 5.98 31.5 6.69 51.5 6.83 71.5 6.89 91.5 6.92
12.0 6.02 32.0 6.70 52.0 6.83 72.0 6.89 92.0 6.92
12.5 6.05 32.5 6.70 52.5 6.83 72.5 6.89 92.5 6.92
13.0 6.08 33.0 6.71 53.0 6.83 73.0 6.89 93.0 6.92
13.5 6.10 33.5 6.71 53.5 6.84 73.5 6.89 93.5 6.92
14.0 6.13 34.0 6.72 54.0 6.84 74.0 6.89 94.0 6.93
14.5 6.15 34.5 6.72 54.5 6.84 74.5 6.89 94.5 6.93
15.0 6.17 35.0 6.73 55.0 6.84 75.0 6.90 95.0 6.93
15.5 6.19 35.5 6.73 55.5 6.84 75.5 6.90 95.5 6.93
16.0 6.20 36.0 6.74 56.0 6.85 76.0 6.90 96.0 6.93
16.5 6.22 36.5 6.74 56.5 6.85 76.5 6.90 96.5 6.93
17.0 6.24 37.0 6.74 57.0 6.85 77.0 6.90 97.0 6.93
17.5 6.25 37.5 6.75 57.5 6.85 77.5 6.90 97.5 6.93
18.0 6.27 38.0 6.75 58.0 6.85 78.0 6.90 98.0 6.93
18.5 6.28 38.5 6.76 58.5 6.85 78.5 6.90 98.5 6.93
19.0 6.30 39.0 6.76 59.0 6.86 79.0 6.90 99.0 6.93
19.5 6.32 39.5 6.76 59.5 6.86 79.5 6.90 99.5 6.93
20.0 6.33 40.0 6.77 60.0 6.86 80.0 6.90 100.0 6.93
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SECTION 1. PURPOSE, 
BACKGROUND, AND OVERVIEW

.01 Purpose. This revenue procedure 
establishes a new correction program for 
IRAs. This program, the IRA Compliance 
Resolution System (ICRS), permits IRA 
Custodians and IRA Owners to submit 
for correction of certain failures related to 
these tax-favored accounts.

This revenue procedure also transitions 
requests for waivers of the 60‑day rollover 
requirement under sections 402(c)(3) and 
408(d)(3) of the Internal Revenue Code 
(Code) from private letter ruling requests 
under Rev. Proc. 2026‑4, 2026‑1 IRB 160, 
to requests for waivers under ICRS. For 
2027, taxpayers may submit requests for 
waivers of the 60‑day rollover require-
ment under either ICRS or Rev. Proc. 
2027‑4 (which is expected to be published 
in 2027‑1 IRB). Starting in 2028, it is 
anticipated that requests for such waiv-
ers will only be permitted under ICRS. A 
waiver of the 60‑day rollover requirement 
can be requested under ICRS for an eli-
gible rollover distribution from an IRA, 
a section 401(a) qualified plan, a section 
403(a) annuity plan, a section 403(b) 
tax-sheltered annuity, or a governmental 
section 457(b) plan.

.02 Background. Section  305(c) of 
Division T of the Consolidated Appro-
priations Act, 2023, Pub. L. 117‑328, 136 
Stat. 4459 (2022), known as the SECURE 
2.0 Act of 2022, provides that the Sec-
retary of the Treasury or the Secretary’s 
delegate shall expand the Employee Plans 
Compliance Resolution System (EPCRS) 
to allow custodians of IRAs to address 
Eligible Inadvertent Failures with respect 
to an IRA. EPCRS permits plan spon-
sors of retirement plans, including SEP 
Arrangements and SIMPLE IRA Plans, 
to correct various retirement plan failures. 
The most recent version of EPCRS is also 
being published in this Bulletin. 

.03 Overview. ICRS currently consists 
of the IRA Voluntary Correction Program 
(IVCP). ICRS may be expanded in the 
future to include other correction pro-
grams. Self‑correction of IRA failures is 
not available under ICRS at this time. 

.04 Future enhancements. It is 
expected that the Department of the Trea-
sury (Treasury Department) and the Inter-
nal Revenue Service (IRS) will update 

the ICRS revenue procedure, including 
further expansions to ICRS, based on 
comments received. Accordingly, the 
Treasury Department and the IRS invite 
comments on how to improve ICRS. For 
information on how to submit comments, 
see section 11.

.05 Issues ineligible for resolution 
under ICRS. Employee Plans Rulings and 
Agreements considers requests under the 
Voluntary Closing Agreement Program to 
resolve certain federal income or excise 
tax issues that are ineligible for resolu-
tion under ICRS. Refer to section 4.04 of 
Rev. Proc. 2026‑4 (and its annual succes-
sors) for more information. Instructions on 
submitting a request can be found on the 
Internal Revenue Service Employee Plans 
Voluntary Closing Agreements web page 
(www.irs.gov/retirement-plans/employee- 
plans-voluntary-closing-agreements).

SECTION 2. DEFINITIONS

The following definitions apply for 
purposes of this revenue procedure:

.01 Applicant. Applicant means the 
IRA Custodian or IRA Owner who makes 
the IVCP submission. 

.02 IRA. IRA means an individual 
retirement account under section 408(a) 
or an individual retirement annuity under 
section 408(b). The term “IRA” includes 
a Roth IRA under section 408A, a tra-
ditional IRA or Roth IRA that receives 
contributions under a SEP Arrangement 
(sometimes referred to as a SEP IRA), 
and a traditional IRA or Roth IRA that 
receives contributions under a SIMPLE 
IRA Plan (sometimes referred to as a 
SIMPLE IRA).

.03 SEP Arrangement. SEP (Sim-
plified Employee Pension) Arrangement 
means a plan intended to satisfy the 
requirements of section 408(k), including 
a Salary Reduction Simplified Employee 
Pension (SARSEP) described in section 
408(k)(6).

.04 SIMPLE IRA Plan. SIMPLE IRA 
Plan means a plan intended to satisfy the 
requirements of section 408(p).

.05 IRA Requirements. IRA Require-
ments means the requirements under sec-
tions 408 and 408A. This includes any 
other requirements referenced in those 
sections, such as the requirements under 
sections 219 and 401(a)(9), or in regula-

tions, or in guidance that is published in 
the Internal Revenue Bulletin. The appli-
cable IRA Requirements for a particular 
IRA only include the requirements that 
apply to that particular type of IRA (for 
example, the applicable requirements for a 
traditional IRA would include the require-
ments under section 408(a) or (b), but not 
those under section 408A). 

.06 Inherited IRA. Inherited IRA 
means an IRA with respect to which (1) 
the individual for whose benefit the IRA 
is maintained acquired the IRA by reason 
of the death of another individual and (2) 
the individual is not the surviving spouse 
of the deceased individual. For purposes 
of this revenue procedure, Inherited IRA 
also includes an IRA acquired by a per-
son (such as an estate or trust) that is not 
an individual and that acquired the IRA 
by reason of the death of the individual 
for whose benefit the IRA was originally 
established.

.07 IRA Custodian. IRA Custodian 
means a bank or other person (including a 
nonbank trustee meeting the requirements 
of Treas. Reg. § 1.408‑2(e)) authorized to 
hold assets on behalf of IRA Owners.

.08 IRA Owner. IRA Owner means 
the individual for whose benefit an IRA 
is originally established and that indi-
vidual’s beneficiaries. With respect to an 
Inherited IRA, following the death of the 
individual for whom the IRA is originally 
established, the IRA Owner includes the 
beneficiary or beneficiaries on whose 
behalf the IRA is maintained. Beneficia-
ries on whose behalf an IRA is established 
include (1) any person (including individ-
uals or trusts) designated by the individ-
ual for whom the IRA is originally estab-
lished to share in the benefits of the IRA 
after the death of the individual, or (2) the 
estate of the individual if no such person 
is designated. For purposes of the 60‑Day 
Rollover Failure (as defined in section 
2.18 of this revenue procedure), the term 
“IRA Owner” includes a participant in a 
section 401(a) qualified plan, a section 
403(a) annuity plan, a section 403(b) 
tax-sheltered annuity, or a governmental 
section 457(b) plan.

.09 Service Provider. Service Provider 
means a service professional who has a 
service contract or agreement in place 
with an IRA Owner or with respect to an 
IRA, including, but not limited to, an IRA 
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Custodian, a certified financial planner, a 
fiduciary financial adviser, a certified pub-
lic accountant, or a licensed attorney.

.10 Eligible Inadvertent Failure. 
Eligible Inadvertent Failure means one 
of the failures defined in section 2.15 
through 2.18 of this revenue procedure. 
Whether an Eligible Inadvertent Failure 
has occurred depends on all relevant facts 
and circumstances.

The term “Eligible Inadvertent Fail-
ure” does not include any failure that is 
egregious, relates to the diversion or mis-
use of IRA assets, or is directly or indi-
rectly related to an abusive tax avoidance 
transaction. An abusive tax avoidance 
transaction means any listed transaction 
under Treas.  Reg.  §  1.6011‑4(b)(2) and 
any other transaction identified by the IRS 
as an abusive transaction.

.11 Earnings. Earnings means the 
adjustment of a principal amount to reflect 
subsequent investment gains and losses, 
unless otherwise provided in a specific 
section of this revenue procedure.

.12 Under Examination. Under 
Examination means an IRA Owner whose 
Form  1040, U.S. Individual Income Tax 
Return, series return,1 or Form  1041, 
U.S. Income Tax Return for Estates and 
Trusts, is under examination by the IRS, 
or an IRA Owner whose Form 1040 series 
return or Form  1041 is under investiga-
tion by IRS Criminal Investigation. This 
includes any verbal or written notification 
of an impending IRS examination or of 
an impending referral for an examination. 
This also includes any IRA Owner who 
has been under an IRS examination and 
is currently in Appeals or in litigation for 
issues raised in an IRS examination.

.13 Open Taxable Year. Open Tax-
able Year means a taxable year for which 
the statute of limitations on refunds under 
section 6511(a) has not yet expired. See 
section 4.01(2).

.14 Closed Taxable Year. Closed Tax-
able Year means a taxable year for which 
the statute of limitations on refunds under 
section 6511(a) has expired. See section 
4.01(2).

.15 RMD Failure. RMD Failure means 
an Eligible Inadvertent Failure that occurs 
when, due to a failure by a Service Pro-
vider, the amount that is distributed from 

an IRA Owner’s IRA or IRAs during the 
taxable year is less than the IRA Owner’s 
required minimum distribution (RMD) 
under section 408(a)(6) or (b)(3).

.16 IRA Establishment Failure. IRA 
Establishment Failure means an Eligible 
Inadvertent Failure that occurs when an 
IRA Owner requests that a Service Pro-
vider set up a specific type of IRA account 
but, due to a failure by the Service Pro-
vider, the Service Provider establishes an 
IRA that was not the type of IRA requested 
by the IRA Owner or establishes a non-
IRA account.

.17 Nonspouse Beneficiary Distri-
bution or Rollover Failure. Nonspouse 
Beneficiary Distribution or Rollover Fail-
ure means an Eligible Inadvertent Failure 
that occurs when, due to an inadvertent 
error by a Service Provider, a nonspouse 
beneficiary had reason to believe that a 
distribution from a decedent’s IRA or an 
Inherited IRA could be rolled over without 
inclusion of income of any part of the dis-
tributed amount. Instead of doing a trustee-
to-trustee transfer into an Inherited IRA as 
required under section 408(d)(3)(C), how-
ever, the nonspouse beneficiary received a 
distribution, or an amount was transferred 
into an IRA or any other account that is 
not an Inherited IRA, resulting in taxable 
income to the nonspouse beneficiary.

.18 60‑Day Rollover Failure. 60‑Day 
Rollover Failure means an Eligible Inad-
vertent Failure that occurs when an eli-
gible rollover distribution, as defined 
in section 402(c)(4), or a distribution 
from an IRA under section 408(d)(3), is 
not rolled over within 60 days and when 
the failure to waive the 60‑day rollover 
requirement would be against equity or 
good conscience, including casualty, 
disaster, or other events beyond the rea-
sonable control of the IRA Owner. This 
failure includes eligible rollover distribu-
tions from IRAs, section 401(a) qualified 
plans, section 403(a) annuity plans, sec-
tion 403(b) tax-sheltered annuities, and 
governmental section 457(b) plans. 

SECTION 3. GENERAL 
CORRECTION PRINCIPLES

.01 Correction principles; rules of 
general applicability. The general cor-

rection principles in section 3.02 and rules 
of general applicability in section 3.03 
through 3.06 apply for purposes of this 
revenue procedure.

.02 Correction principles. Generally, 
a failure is not corrected unless a full cor-
rection is made for all taxable years. How-
ever, if a correction is made for a Closed 
Taxable Year, the tax liability associ-
ated with that year will not be redeter-
mined because of the correction. Correc-
tion should be accomplished taking into 
account the following principles:

(1) Restoration of account balance. 
The correction method should restore the 
IRA to the position it would have been in 
had the failure not occurred.

(2) Reasonable and appropriate cor-
rection. The correction should be rea-
sonable and appropriate for the failure. 
Depending on the nature of the failure, 
there may be more than one reasonable 
and appropriate correction for the failure. 
Any correction method permitted under 
Appendix A is deemed to be a reasonable 
and appropriate method of correcting the 
failure. Whether any other particular cor-
rection method is reasonable and appro-
priate is determined by taking into account 
the applicable facts and circumstances and 
the following principles:

(a) The correction method should, to 
the extent possible, resemble one already 
provided for in Appendix A.

(b) The correction method should put 
the IRA and the IRA Owner in the same 
position they would have been in had the 
failure not occurred.

(c) The correction method should not 
violate another applicable specific require-
ment of the Code.

(3) Consistency requirement. Gener-
ally, if more than one correction method is 
available to correct a type of failure for a 
taxable year (or if there are alternate ways 
to apply a correction method), the correc-
tion method (or one of the alternate ways 
to apply the correction method) for each 
submission should be applied consistently 
in correcting all failures of that type for 
that taxable year and all other affected tax-
able years. Similarly, Earnings adjustment 
methods generally should be applied con-
sistently with respect to a particular type 
of failure. In the case of a group submis-

1 Form 1040 series returns include, but are not limited to, Form 1040‑NR, U.S. Nonresident Alien Income Tax Return, and Form 1040‑SR, U.S. Income Tax Return for Seniors.



Bulletin No. 2026–46	 881� November 9, 2026

sion, the consistency requirement applies 
across all submitted IRAs.

(4) Special exception to full correction: 
use of reasonable estimates. In general, a 
failure must be fully corrected. The mere 
fact that correction is inconvenient or bur-
densome is not enough to relieve an IRA 
Custodian or IRA Owner of the need to 
make full correction. However, full cor-
rection will not be required if either (a) it 
is possible to make a precise calculation 
of the correction amount but the proba-
ble difference between the approximate 
and the precise calculation of the amount 
needed for restoration of an IRA balance 
is insignificant and the administrative 
cost of determining the precise amount 
needed for restoration would significantly 
exceed the probable difference or (b) it is 
not possible to make a precise calculation 
of the correction amount including Earn-
ings (for example, where it is impossible 
to provide necessary data). In this situa-
tion, reasonable estimates may be used 
in calculating appropriate correction. If it 
is not feasible to make a reasonable esti-
mate of what Earnings would have been, 
a reasonable interest rate may be used. 
For this purpose, the interest rate used 
by the Department of Labor’s Voluntary 
Fiduciary Correction Program (VFCP) 
Online Calculator is deemed to be a rea-
sonable interest rate. The calculator can 
be found at https://www.askebsa.dol.gov/
vfcpcalculator/webcalculator.aspx.

(5) Reporting. Any corrective distri-
butions from the IRA should be properly 
reported on Form  1099‑R, Distributions 
From Pensions, Annuities, Retirement 
or Profit-Sharing Plans, IRAs, Insurance 
Contracts, etc.

.03 Correction under statute, reg-
ulations, or other IRS guidance. Gen-
erally, IVCP is not available to correct 
failures that can be corrected under the 
Code and related regulations. However, 
under section 3.04(3), IVCP is available 
even if a failure can be corrected outside 
of IVCP with no user fee under Treas. 
Reg.  §  54.4974‑1(g) for certain waivers 
of the excise tax under section 4974. For 
information on how to request a waiver 
of the section 4974 excise tax under 
Treas. Reg.  § 54.4974‑1(g), see Publica-
tion 590‑B, Distributions from Individual 
Retirement Arrangements (IRAs), and the 
Instructions for Form  5329, Additional 

Taxes on Qualified Plans (Including IRAs) 
and Other Tax-Favored Accounts.

IVCP is also available to correct 
60‑Day Rollover Failures that can be 
corrected through private letter ruling 
requests under Rev. Proc. 2026‑4 and 
Rev. Proc. 2003‑16, 2003‑4 IRB 359. 
Additionally, IVCP may be used to cor-
rect 60‑Day Rollover Failures that can 
be addressed through self‑certification 
under Rev. Proc. 2020‑46, 2020‑45 IRB 
995, and Rev. Proc. 2016‑47, 2016‑37 
IRB 346, or corrected through automatic 
waiver under Rev. Proc. 2003‑16. IVCP 
is available to correct 60‑Day Rollover 
Failures involving eligible rollover distri-
butions from IRAs, section 401(a) quali-
fied plans, section 403(a) annuity plans, 
section 403(b) tax-sheltered annuities, 
and governmental section 457(b) plans. 
For information on automatic waivers and 
the self-certification process, which are 
available at no cost, see https://www.irs.
gov/retirement-plans/retirement-plans-
faqs-relating-to-waivers-of-the-60-day-
rollover-requirement. 

.04 Matters subject to excise or 
other taxes. (1) General rule. Except as 
described in section 3.04(2) through (4), 
IVCP is not available for events for which 
the Code provides the imposition of an 
excise tax or additional income tax. Relief 
from the excise and additional income 
taxes specified in section 3.04(2) through 
(4) is only available if the excise or addi-
tional income tax is directly related to the 
failure or failures being corrected under 
this revenue procedure.

(2) Section 4973. In appropriate cases, 
the IRS will not pursue the excise tax 
under section 4973 relating to excess con-
tributions made to an IRA. As part of the 
proposed correction involving excess con-
tributions, the IRA Owner must remove 
the excess amount (adjusted for Earnings) 
from the IRA Owner’s IRA and report the 
amount (reduced by any applicable after-
tax contribution) as a taxable distribution 
in the year in which the excess amount 
(adjusted for Earnings) is removed from 
the IRA Owner’s IRA. The Applicant, 
as part of the submission, must request 
relief from the section 4973 excise tax 
and provide an explanation supporting 
the request. Upon reviewing the request, 
the reason for the failure, and other facts 
or circumstances submitted by the Appli-

cant, the IRS will determine whether it is 
appropriate to pursue the excise tax. If the 
IRS decides not to pursue the tax, that will 
be included in the compliance statement.

(3) Section 4974. If a failure involves 
the failure to satisfy the RMD require-
ments of section 408(a)(6) or (b)(3), in 
appropriate cases, the IRS will waive 
the excise tax under section 4974 appli-
cable to IRA Owners. The Applicant, as 
part of the submission, must request the 
waiver and provide an explanation of 
the reason for the failure. Upon review-
ing the request, the reason for the failure, 
and other facts or circumstances, the IRS 
will determine whether it is appropriate 
to approve the waiver of the excise tax. 
If the IRS approves the waiver, it will be 
included in the compliance statement.

(4) Section 72(t). As part of IVCP, in 
appropriate cases, the IRS will not pur-
sue the 10% additional tax under section 
72(t) if an IRA Owner was subject to the 
10% additional tax. The IRA Owner must 
return the improperly distributed amount 
(adjusted for Earnings) to the IRA. The 
Applicant, as part of the submission, must 
request the relief and provide an explana-
tion supporting the request. Upon review-
ing the request, the reasons for the failure, 
and other facts or circumstances submit-
ted by the Applicant, the IRS will deter-
mine whether it is appropriate to pursue 
the additional tax. If the IRS decides not 
to pursue the tax, that will be included in 
the compliance statement.

.05 Confidentiality and disclosure. 
Because IVCP relates directly to the 
enforcement of Code requirements, the 
information received or generated by the 
IRS under the program is subject to the 
confidentiality requirements of section 
6103 and is not a written determination 
within the meaning of section 6110.

.06 No effect on other law. Correction 
under IVCP only affects IRA Require-
ments for the IRA (or IRAs) under sub-
mission and has no effect on the rights or 
obligations of any party under any other 
law.

SECTION 4. PROGRAM 
ELIGIBILITY

.01 IVCP eligibility. (1) IVCP. IVCP 
is available to correct the failures speci-
fied in section 2 of Appendix A. At this 
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time, IVCP is not available to correct any 
failures outside of the failures specified in 
section 2 of Appendix A.

(2) Request for relief that would gener-
ate a tax refund in Closed Taxable Years. 
(a) In general. Refunds are only available 
for Open Taxable Years. If the statute of 
limitations2 on an Open Taxable Year 
expires while the IVCP submission is being 
processed, the Applicant will be unable 
to obtain a refund for that newly Closed 
Taxable Year unless the IRA Owner 
has filed a protective claim for refund. 
For information on protective claims for 
refund, see Publication 556, Examination 
of Returns, Appeal Rights, and Claims for 
Refund. The filing of an IVCP submission 
does not extend the statute of limitations 
on refunds. Notwithstanding that a refund 
is not possible for Closed Taxable Years, 
relief may still be available under IVCP as 
outlined in Appendix A. For example, in 
the case of a Nonspouse Beneficiary Dis-
tribution or Rollover Failure, if the stat-
ute of limitations on refunds has expired 
for income taxes the IRA Owner paid 
as a result of the failure, the IRA Owner 
would not be eligible for an income tax 
refund. The IRA Owner might, however, 
still be eligible to contribute the amount 
that was distributed, improperly trans-
ferred, or improperly rolled over from the 
original Inherited IRA to a new Inherited 
IRA, in accordance with section 2.03(3) 
of Appendix A, and receive basis for that 
contribution.

(b) Refund process (if applicable). 
The IRS specialists who administer 
IVCP do not process income tax refunds. 
If a correction results in an income tax 
refund to an IRA Owner, the IRA Owner 
must file an amended income tax return 
(Form  1040‑X, Amended U.S. Individ-
ual Income Tax Return, or amended 
Form 1041, whichever is applicable) with 
the appropriate IRS official. If possible, 
the IRA Owner should attach a copy of 
the compliance statement to the amended 
tax return. For information on claims for 
refund, see Publication 556. If a protective 
claim for refund was filed, the claim for 
refund must be perfected once a compli-
ance statement is issued.

(3) Appropriate use of IVCP. In a par-
ticular case, the IRS may decline to make 
available IVCP in the interest of sound tax 
administration.

(4) SEP Arrangements and SIMPLE 
IRA Plans ineligible for participation in 
IVCP. Failures relating to SEP Arrange-
ments and SIMPLE IRA Plans are not eli-
gible for correction under IVCP but may 
be corrected under EPCRS. See section 
2.03 and 2.04.

(5) SEP IRAs and SIMPLE IRAs are 
eligible for participation in IVCP. Fail-
ures relating to IRAs that are SEP IRAs 
and SIMPLE IRAs that otherwise meet 
the requirements of IVCP are eligible for 
correction under IVCP. See section 2.02.

(6) Limitations of IVCP compliance 
statements. When an Applicant receives 
a compliance statement from the IRS that 
requires the Applicant to transfer funds 
into an IRA, a particular IRA Custodian 
(that is not the Applicant) is not required 
to accept the funds, and the IRS cannot 
compel such IRA Custodian to accept the 
funds. An Applicant can use the compli-
ance statement to assure an IRA Custo-
dian that the IRA Custodian can rely on 
the compliance statement in accepting and 
reporting receipt of the funds. It is advis-
able that an IRA Owner contact an IRA 
Custodian prior to submitting an IVCP 
application in order to ensure cooperation 
with the requested correction.

(7) Special deadline for IVCP sub-
missions involving IRA Establishment 
Failures. A submission to correct an IRA 
Establishment Failure should be made as 
soon as practicable after discovery of the 
failure, but in no event will such a submis-
sion be accepted after December 31 of the 
year following the year in which the incor-
rect account was established. See section 
2.02(2) of Appendix A.

.02 Effect of examination. If the 
IRA Owner’s Form 1040 series return or 
Form 1041 for any taxable year is Under 
Examination, IVCP is generally not avail-
able. Alternate relief related to a 60‑Day 
Rollover Failure, however, may be avail-
able to an IRA Owner whose individual 
income tax return is Under Examination, 
if the IRS determines that the IRA Owner 

qualifies for a waiver of the 60-day roll-
over requirement. See section 4 of Rev. 
Proc. 2020‑46.

.03 IRA Owner income tax filings. 
In order to be eligible for inclusion in an 
IVCP submission, an IRA Owner must 
currently be in compliance with all tax fil-
ing obligations for the Form 1040 series 
return or Form 1041.

SECTION 5. IVCP PROCEDURES

.01 IVCP procedures generally. Sec-
tion  5.02 through 5.10 sets forth IVCP 
procedures applicable to submissions from 
all Applicants. Section 5.11 makes a rec-
ommendation that applies only to submis-
sions by Applicants who are IRA Owners. 
Section  5.12 sets forth special rules that 
apply only to submissions by Applicants 
that are IRA Custodians, including rules 
for group submissions.

.02 IVCP pre-submission conference. 
(1) Request. Prior to submitting an IVCP 
application, a representative of a prospec-
tive Applicant may request an anonymous 
IVCP pre-submission conference regard-
ing corrective actions with respect to 
any failure that is eligible to be corrected 
under IVCP. A prospective Applicant 
may also request an IVCP pre-submis-
sion conference. An IVCP pre-submission 
conference may be requested only (a) for 
matters on which a compliance statement 
may be issued under this revenue proce-
dure, (b) with respect to proposed correc-
tion methods not described as acceptable 
methods in this revenue procedure, and 
(c) if the prospective Applicant intends to 
submit an application under IVCP. IVCP 
pre-submission conferences are held only 
at the discretion of the IRS, and as time 
permits.

(2) Submission of request. The Appli-
cant or Applicant’s representative must 
submit the IVCP pre-submission confer-
ence request via the Pay.gov website by 
completing a Form  15443, Application 
for Individual Retirement Account/Annu-
ity (IRA) Voluntary Correction Program 
(IVCP). (The Applicant or Applicant’s 
representative should check the appro-
priate box on Form 15443 indicating that 

2 Section 6511(a) provides that a claim for refund of an overpayment of any tax in respect of which the taxpayer is required to file a return shall be filed by the taxpayer within three years 
from the time the return was filed or two years from the time the tax was paid, whichever of the periods expires later, or if no return was filed by the taxpayer, within two years from the time 
the tax was paid. Section 6511(b)(1) provides that no credit or refund shall be allowed or made after the expiration of the period of limitation prescribed in section 6511(a), unless a claim 
for refund is filed by the taxpayer within such period.
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the request is for a pre-submission con-
ference.) The request must also include: 
(a) a description of the failure or failures, 
including how and why the failure or fail-
ures occurred; (b) a description of the pro-
posed method or methods of correction; 
(c) a description of all relevant facts; and 
(d) any other information the IRS would 
need to evaluate the request.

(3) Conference. At the conference, the 
IRS will provide the Applicant or repre-
sentative of the Applicant with oral feed-
back regarding the failure or failures and 
proposed correction method or methods 
described in the request. Any discussion 
of substantive issues at the conference is 
advisory only, is not binding on the IRS, 
and cannot be relied upon as a basis for 
obtaining relief under IVCP or retroac-
tive relief under the provisions of section 
7805(b). After the conference, the IRS 
will provide a written confirmation to the 
Applicant that the conference took place, 
and the matter will be closed. If the Appli-
cant subsequently files an IVCP submis-
sion regarding the issues discussed, the 
Applicant must follow the procedures set 
forth in this section 5 and section 6 (which 
require submission of a new Form 15443 
and payment of an applicable user fee).

.03 IVCP requirements. The require-
ments of IVCP are satisfied with respect 
to a failure if, on the Pay.gov website, the 
Applicant files an IVCP submission using 
Form  15443, pays the applicable user 
fee set forth in section 7 of this revenue 
procedure (for submissions made before 
January 1, 2028) or Appendix A of Rev. 
Proc. 2028‑4 (and its annual successors) 
(for submissions made after Decem-
ber  31,  2027), in accordance with the 
requirements of this section 5 and section 
6, and implements the corrective actions 
and satisfies any other conditions set forth 
in the compliance statement described in 
section 5.08. As provided in section 6.07, 
an Applicant may designate an authorized 
representative to file an IVCP submis-
sion with the IRS on its behalf, if specific 
requirements are satisfied.

.04 Identification of failures. IVCP 
is not based upon an examination by the 
IRS. Only failures raised by the Appli-
cant or failures identified by the IRS in 
processing the submission are addressed 
under IVCP, and only those failures are 
covered by an IVCP compliance state-

ment. The IRS will not make any investi-
gation or finding under IVCP concerning 
whether there are other failures.

.05 Effect of IVCP submission on 
examination. (1) Subsequent examination 
activity. Because IVCP does not arise out 
of an examination, consideration under 
IVCP does not preclude or impede (under 
section 7605(b) or any administrative pro-
visions adopted by the IRS) a subsequent 
examination of the IRA Owner by the IRS 
with respect to the taxable year (or years) 
involved with respect to matters that are 
outside the compliance statement. How-
ever, statements describing failures are 
made only for purposes of IVCP and will 
not be regarded by the IRS as an admis-
sion of a failure for purposes of any sub-
sequent examination.

(2) Concurrent examination activity. If 
an IRA Owner comes Under Examination 
by the IRS while the IVCP submission is 
pending, the IRA Owner should inform 
the revenue agent conducting the exam-
ination of the pending IVCP submission.

.06 Possible referral for examination 
for abusive tax avoidance transaction. 

If it is determined that the IRA Owner 
was, or may have been, a party to an abu-
sive tax avoidance transaction (as defined 
in section 2.10), the IRS may refer the 
IRA Owner for examination, even if a 
submission pursuant to IVCP is pending.

.07 Processing of submission. (1) 
Preliminary review of submission. Upon 
receipt of an IVCP submission, the IRS 
will conduct a preliminary review of the 
submission to determine whether the eli-
gibility requirements of section 4 and the 
submission requirements of section 6 are 
satisfied.

(2) Eligibility of submission. If, at any 
stage of the review process, the IRS deter-
mines that an IVCP submission is seri-
ously deficient or that issuing a compli-
ance statement with respect to the IVCP 
submission would be inappropriate or 
impracticable, the IRS reserves the right 
not to issue a compliance statement. If 
no substantive processing of the case has 
occurred, the IRS will refund the user fee 
submitted with the request. Otherwise, the 
user fee will not be refunded.

(3) Review of submission. Once the IRS 
determines that the submission is com-
plete under IVCP, the IRS may contact the 
Applicant or the Applicant’s authorized 

representative to discuss the proposed 
corrections and, for IVCP submissions 
in which the IRA Custodian is the Appli-
cant, the IRA Custodian’s administrative 
procedures. If the IRS determines that 
the submission is complete and proposes 
an acceptable correction method, the IRS 
may issue a compliance statement without 
first contacting the Applicant or Appli-
cant’s authorized representative.

(4) Additional information required. 
If additional information is required, an 
IRS specialist generally will contact the 
Applicant, the Applicant’s authorized 
representative, or both, to explain what 
is needed to complete the submission. 
The Applicant will generally have up to 
21 calendar days from the date of this 
contact (response period) to provide the 
requested information. If the information 
is not timely received, the matter may be 
closed, the user fee will not be returned, 
and the case may be referred for examina-
tion. Any request for an extension must 
be made in writing within the response 
period and must be approved by the IRS.

(5) Additional failures discovered after 
initial submission. (a) An Applicant that 
discovers one or more additional unre-
lated failures after the initial submission 
may request that such failures be added to 
the submission. The IRS retains the dis-
cretion to reject the inclusion of such fail-
ures if the request is not timely (for exam-
ple, if the Applicant makes the request 
when the processing of the submission is 
substantially complete) or the application 
of IVCP to the additional failures would 
be inappropriate or impracticable.

(b) If the IRS discovers an undisclosed 
failure described in Appendix  A while 
the request is pending, the failure may be 
added to the failures under consideration. 
The IRS retains the discretion, however, 
to determine that a failure is outside the 
scope of the voluntary request for consid-
eration because the Applicant did not vol-
untarily bring this failure forward. If the 
undisclosed failure is significant, the IRS 
may refer the IRA Owner’s Form  1040 
series return or Form 1041 for examina-
tion.

(6) Conference of right. If the IRS 
initially determines that it cannot issue a 
compliance statement because the parties 
cannot agree upon correction or (in the 
case of an IRA Custodian) a change in 
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the IRA Custodian’s administrative pro-
cedures, the Applicant will be contacted 
by the IRS specialist and offered a con-
ference with the IRS. The conference can 
be held either in person or by telephone 
and must be held within 21 calendar days 
of the date of contact. The Applicant will 
generally have up to 21 calendar days 
after the date of the conference to submit 
additional information in support of the 
submission. Any request for an extension 
to submit the additional information must 
be made in writing within the response 
period and must be approved by the IRS 
(by the applicable group manager). Addi-
tional conferences may be held at the dis-
cretion of the IRS.

(7) Failure to reach resolution. If the 
IRS and the Applicant cannot reach agree-
ment with respect to the submission, the 
matter will be closed, the user fee will 
not be returned, and the IRA Owner’s 
Form  1040 series return or Form  1041 
may be referred for examination.

(8) Issuance of compliance statement. 
(a) In general. If agreement has been 
reached and all applicable user fees have 
been paid, the IRS will send the Applicant 
a compliance statement signed by the IRS 
specifying the corrective action required. 
The IRS reserves the right to require the 
Applicant to sign the compliance state-
ment. In such a case, the IRS will send 
an unsigned compliance statement to the 
Applicant. Within 21 calendar days of the 
date the compliance statement is sent, the 
Applicant must sign and return the com-
pliance statement and pay any outstanding 
user fee that may be required for a group 
submission (see section 6.06). The IRS 
will then issue a signed copy of the com-
pliance statement to the Applicant. If the 
Applicant does not return the compliance 
statement (and pay any outstanding user 
fee) within 21 calendar days, the IVCP 
submission will be closed, and no further 
action will be taken with respect to the 
submission. In appropriate circumstances, 
the IRA Owner may be referred for exam-
ination.

(b) Model IVCP Compliance Statement. 
If the Applicant included a completed 
Form  15745, Model IVCP Compliance 
Statement, with the IVCP submission, then 
the IRS will sign and send the Applicant 
the compliance statement specifying the 
corrective action required. In appropriate 

circumstances, the IRS reserves the right 
to issue an individually drafted compli-
ance statement in lieu of the Form 15745.

(c) Modifications to IVCP submission. 
If an Applicant materially modifies an 
IVCP submission that was previously filed 
with the IRS, the Applicant should include 
the penalties of perjury statement set forth 
in section 6.04(11) with respect to subse-
quent modifications. If the Applicant does 
not submit a penalties of perjury state-
ment, the Applicant will be required to 
sign and return the compliance statement 
under the general procedures described 
in section 5.07(8)(a). See section 6.03(8) 
for information concerning submission of 
a modification prior to the assignment of 
the case to an IRS specialist.

(9) Timing of correction. The Applicant 
must implement the specific corrections 
and administrative changes set forth in the 
compliance statement within 90 days (or, 
in the case of a group submission, within 
150 days) of the date of the compliance 
statement. Any request for an extension 
of this correction period must be made in 
writing prior to the expiration of the cor-
rection period and must be approved by 
the IRS.

(10) Modification of compliance state-
ment. Once the compliance statement has 
been issued (based on the information 
provided in the submission), the Applicant 
cannot request a modification of the com-
pliance terms except by a new request for 
a compliance statement, accompanied by 
a new user fee, submitted in accordance 
with the submission procedures set forth 
in section 6.

(11) Verification. Once the compli-
ance statement has been issued, the IRS 
may require verification that the Applicant 
has complied with the correction methods 
and that any administrative procedures 
required by the compliance statement 
have been implemented. This verification 
does not constitute an examination of the 
books and records of the IRA Custodian 
or IRA Owner (within the meaning of sec-
tion 7605(b)). If the IRS determines that 
the Applicant did not implement the cor-
rections within the applicable time period 
described in section 5.07(9), the IRA 
Owner may be referred for examination.

.08 Compliance statement. (1) Gen-
eral description of compliance statement. 
The compliance statement issued for an 

IVCP submission only addresses the fail-
ures identified in the submission, the terms 
of correction (including any revision of 
administrative procedures), and the time 
period within which proposed correc-
tions must be implemented (including any 
changes in administrative procedures). 
The compliance statement also provides 
that the IRS will not treat the IRA as fail-
ing to satisfy the applicable IRA Require-
ments and that the IRA Owner will not be 
subject to income or excise taxes, if appli-
cable, on account of the failures described 
in the compliance statement if the con-
ditions of the compliance statement are 
satisfied. The reliance provided by a com-
pliance statement is limited to the failures 
and years specified and does not provide 
reliance for any other failure or year.

(2) Administrative procedures 
required. In the case of an IVCP sub-
mission made by an IRA Custodian in 
which current procedures are inadequate 
for administering IRAs in conformance 
with the applicable IRA Requirements, 
the compliance statement will be condi-
tioned upon the implementation of stated 
administrative procedures. The IRS may 
prescribe appropriate administrative pro-
cedures for the IRA Custodian in the com-
pliance statement.

(3) Compliance statement conditioned 
upon timely correction. The compliance 
statement is conditioned on (a) there being 
no misstatement or omission of material 
facts in connection with the submission, 
and (b) the implementation of the specific 
corrections and satisfaction of any other 
conditions in the compliance statement.

(4) Authority delegated. The authority 
to approve compliance statements (includ-
ing relief from certain excise taxes or 
other additional taxes, as provided under 
section 3.04) on behalf of the Manager of 
EP Voluntary Compliance is delegated to 
EP Voluntary Compliance group manag-
ers.

.09 Effect of compliance statement 
on examination. The compliance state-
ment is binding upon both the IRS and 
the IRA Custodian or IRA Owner with 
respect to the specific tax matters identi-
fied therein for the periods specified but 
does not preclude or impede an examina-
tion of the IRA Owner by the IRS relating 
to matters outside the compliance state-
ment, even with respect to the same tax-
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able year or years to which the compliance 
statement relates.

.10 Anonymous submissions not per-
mitted. IVCP submissions may not be 
submitted on an anonymous basis. Iden-
tifying information for the IRA Custodian 
and IRA Owner must be disclosed on the 
application form submitted, as well as 
any other forms, documents, or exhibits 
included with the submission.

.11 Recommendation for IRA Owner 
submissions. In the case of an IRA Owner 
submission, it is recommended that the 
IRA Owner, prior to making an IVCP 
submission, contact an IRA Custodian to 
ensure that the IRA Custodian will be able 
to implement the proposed correction.

.12 Special rules relating to IRA 
Custodian submissions. (1) General 
rules. An IRA Custodian may submit an 
IVCP request for a single IRA Owner or 
submit a group submission covering mul-
tiple IRAs and IRA Owners. For addi-
tional information on group submissions, 
see section 5.12(3).

(a) Before making a submission, the 
IRA Custodian must provide notice to the 
IRA Owner or IRA Owners of the option 
to be included in the submission. The pur-
pose of the notice is to provide the IRA 
Owner with information relating to the 
submission request. The notice should 
explain the reason for the submission; 
inform the IRA Owner that the IRA Own-
er’s IRA will only be included in the sub-
mission if the IRA Owner responds within 
the designated timeframe requesting that 
the IRA Owner’s IRA be included in the 
submission; and alert the IRA Owner that 
the IRA Owner is ineligible to participate 
in the submission unless the IRA Owner is 
currently in compliance with all tax filing 
obligations for Form 1040 series return or 
Form 1041.

(b) When filing the submission, the 
IRA Custodian must submit a certification 
that the IRA Owner or, in the case of a 
group submission, each IRA Owner opted 
to be included in the submission.

(c) When an IRA Custodian receives an 
unsigned compliance statement from the 
IRS on the proposed correction and agrees 
to the terms of the compliance statement, 
the IRA Custodian must sign and return 
the compliance statement and any addi-
tional user fee required under section 7 of 
this revenue procedure or, for submissions 

made after December  31,  2027, Appen-
dix A of Rev. Proc. 2028‑4 (and its annual 
successors) to the IRS within 21 calendar 
days, in accordance with sections 5.07(8)
(a) and 6.06 of this revenue procedure. 
Only those IRAs for which correction is 
actually made within 90 calendar days (or, 
in the case of group submissions, 150 cal-
endar days) of the date of the signed com-
pliance statement will be covered by the 
compliance statement.

(d) Once correction is complete, notice 
of the completed correction must be pro-
vided to the affected IRA Owner or IRA 
Owners no later than 30 days after the 
close of the correction period (90 or, in the 
case of group submissions, 150 days after 
the date of the compliance statement). The 
notice must include:

(i) A cover letter addressed to each 
IRA Owner identifying the type of fail-
ure or failures that were corrected under 
the compliance statement, the date or 
dates of correction, an explanation that 
the correction or corrections could affect 
the IRA Owner’s tax liability, the IRA 
Custodian-Applicant’s name and con-
tact information (including name, street 
address, email address, and telephone 
number of an IRA Custodian contact), 
and the control number from the cover 
letter that was issued to the IRA Custodi-
an-Applicant. For a sample cover letter, 
see Appendix B.

(ii) A copy of the compliance state-
ment. In the case of a group submission, 
the attachment to the compliance statement 
containing multiple IRA Owners’ identi-
fying information must not be included as 
part of the copy of the compliance state-
ment that is provided with the notice.

(2) Locating lost IRA Owners. When 
one or more IRA Owners who consented 
to be included in the IVCP submission 
can no longer be located after the IRA 
Custodian has made a submission, reason-
able actions must be taken to find all IRA 
Owners who consented to be included 
in the IVCP submission but who cannot 
be located at the time of correction. The 
use of a commercial locator service that 
holds itself out as a finder of lost per-
sons for compensation using information 
from a database maintained by a con-
sumer reporting agency (as defined in 
15 U.S.C. § 1681a(f)) will be deemed to 
satisfy the requirement to take reasonable 

actions. An IRA Custodian will not be 
considered to have failed to correct a fail-
ure due to the inability to locate an IRA 
Owner if the IRA Custodian takes rea-
sonable steps to locate the IRA Owner in 
accordance with this paragraph.

(3) Special group submission proce-
dures. (a) In general, a group submission 
is subject to the same procedures as any 
IVCP submission in accordance with sec-
tions 5 and 6.

(b) An IRA Custodian is not eligible 
to make a group submission unless the 
failures in the submission result from a 
systemic Eligible Inadvertent Failure that 
affects at least 10 IRA Owners and results 
in at least 10 IRAs implementing correc-
tion. 

(c) When filing the group submission, 
the IRA Custodian must submit a list 
containing (i) the names and tax identifi-
cation numbers of the IRA Owners who 
have consented to be included in the group 
submission and to whom the compliance 
statement may be applicable and (ii) the 
most recently available fair market value 
of each IRA.

At the time of initial submission, the 
list must be included in the Portable Doc-
ument Format (PDF) file described in sec-
tion 6.03(2). The IRA Custodian can add 
an IRA Owner to the list at any stage of 
the submission process before the compli-
ance statement has been signed. An IRA 
Owner may only be added to the list after 
the initial submission if the IRA Owner 
has not been notified of an impending 
examination (see sections 2.12 and 4.02). 
If the IRA Custodian adds an additional 
IRA Owner to the list after the initial sub-
mission, the IRA Custodian must submit 
the updated list to the IRS specialist in 
PDF format prior to the issuance of the 
signed compliance statement.

(d) In the case of group submissions, 
the notice (required under section 5.12(1)
(a)) must be provided to IRA Owners at 
least 45 days before the IRA Custodian’s 
IVCP submission is made to the IRS via 
the Pay.gov website.

SECTION 6. SUBMISSION 
PROCEDURES FOR IVCP

.01 General rules. (1) An IVCP sub-
mission must satisfy the requirements of 
this section 6.
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(2) All IVCP submissions must be filed 
using the Pay.gov website, as described in 
this section 6. On the Pay.gov website, an 
Applicant (generally, either the Applicant 
or a representative authorized pursuant to 
a valid Form 2848, Power of Attorney and 
Declaration of Representative, as pro-
vided in section 6.07) will file an IVCP 
submission and pay applicable user fees 
online. Paper IVCP submissions are not 
permitted and will not be processed. 

(3) An IVCP submission must include 
a description of the failure or failures, a 
description of the proposed method or 
methods of correction, and other proce-
dural items set forth in this section 6.

.02 Submission of model forms. (1) 
Applicants may submit Form  15745 and 
attach separate narrative documents that 
describe the specific failure or failures, 
correction method or methods, and other 
items described in section 6.04. The for-
mat and content of the Form 15745, as set 
forth by the IRS, may not be modified or 
changed in any way.

(2) Schedules 1 through 3 to 
Form  15745 (Forms  15745-A through 
15745-C) provide standardized descrip-
tions of eligible failures and standardized 
correction methods that may be submit-
ted in lieu of the separate narrative doc-
uments described in section 6.02(1). 
Even if an Applicant does not submit the 
Form  15745, the Applicant may include 
Schedules 1 through 3, as applicable, as 
part of the IVCP submission to satisfy the 
requirements of this revenue procedure 
relating to the description and correction 
of identified failures and related changes 
in administrative procedures.

(3) Applicants who submit the 
Form  15745 series should complete the 
applicable forms electronically and com-
bine all submission documents into a sin-
gle PDF file that includes the completed 
forms. See section 6.03(2) and 6.04.

(4) Multiple schedules may be included 
in a single IVCP submission.

(5) A schedule may be submitted only 
if its content applies, without modifica-
tion, to the Applicant’s situation.

(6) If an Applicant submits the 
Form  15745 or any of its applicable 
schedules, the Applicant must submit 
the current versions of Form  15745 and 
Forms  15745-A through 15745-C, as 
applicable, which are available on IRS.

gov. The IRS reserves the right to modify 
the Form 15745 series to improve usabil-
ity, reflect changes in law, or create addi-
tional schedules by adding new forms to 
the Form 15745 series.

.03 Mandatory submission pro-
cess using the Pay.gov website. (1) 
Form  15443. Applicants must file a 
Form  15443 using the Pay.gov website 
and pay the applicable user fee. Appli-
cants should enter “15443” in the search 
box on Pay.gov to locate the form and the 
instructions for Form 15443. 

(2) Combine required items into PDF 
file. The Applicant must convert all appli-
cable items required in section 6.04 into 
PDF documents and combine them into a 
single PDF file that follows the ordering 
of documents in section 6.10. If the com-
bined PDF file exceeds 15 MB, the Appli-
cant must remove some documents (or 
parts of documents) so that the PDF file 
does not exceed 15 MB. Applicable docu-
ments that cannot be included in the PDF 
file because of the size limitation must be 
faxed to the IRS as described in section 
6.03(7).

(3) Create a Pay.gov account. The 
Applicant must create a Pay.gov account 
on the Pay.gov website. Using the Pay.
gov account, the Applicant must complete 
and sign Form 15443.

(4) Upload and attach PDF. The 
Applicant must upload the single PDF 
that contains copies of all submission 
documents required by this section 6. See 
section 6.03(7) for instructions for faxing 
IVCP submission documents that are not 
included in the PDF file due to the 15 MB 
limitation.

(5) Pay the applicable user fee. Submit 
the applicable user fee using the payment 
methods available on the Pay.gov website.

(6) Payment confirmation. The Pay.
gov website will generate a payment 
confirmation notice (titled “Pay.gov Pay-
ment Confirmation: Form  15443”) after 
the IVCP submission has been filed. The 
Pay.gov Tracking ID on this receipt will 
serve as the IRS control number for the 
IVCP submission. The confirmation may 
be emailed to the Pay.gov account holder, 
with copies sent to other email addresses 
that the account holder chooses to pro-
vide. The Applicant should retain a copy 
of the payment confirmation notice. If a 
payment confirmation is not generated by 

the Pay.gov website, then the IVCP sub-
mission process has not been successful, 
and the Applicant should contact IRS cus-
tomer account services at (877) 829‑5500 
(a toll-free number).

(7) Required documents not part of 
uploaded PDF due to size limitation. If 
there are required IVCP submission docu-
ments that cannot be part of the submitted 
PDF file due to the Pay.gov attachment file 
size limitation, the Applicant must fax these 
documents to the IRS using fax number 
(855) 203‑6996. This fax number is to be 
used only to supplement IVCP submissions 
filed with the IRS on the Pay.gov website. 
A fax used to submit documents that can-
not be part of the submitted PDF file due to 
the Pay.gov 15 MB limitation must include 
(a) the Applicant name and (b) the Pay.gov 
Tracking ID (the IRS control number) for 
the documents to be associated with the 
appropriate submission.

(8) Subsequent changes or revisions. 
If an Applicant needs to revise or amend 
a filed IVCP submission (or any of its 
attachments), before it is assigned to an 
IRS specialist, the Applicant should not 
file a new submission. Instead, the Appli-
cant should call the IVCP Status Inquiry 
Line at (626) 927‑2011 (not a toll-free 
number). The IRS will help the Applicant 
determine the best method for submitting 
the revised documents.

.04 PDF file submission contents. 
The single PDF file described in sec-
tion 6.03(2) and this section 6.04 that is 
uploaded to the Pay.gov website must 
include the following information:

(1) Identification of failures. A com-
plete description of the failure or failures, 
the years in which the failure or failures 
occurred, and the full name of the IRA, 
including the account number, affected by 
the failure or failures.

(2) Explanation and supporting docu-
mentation. (a) Explanation. An explana-
tion of how and why the failure or fail-
ures arose. When the Applicant is an IRA 
Custodian, the explanation must include 
a description of the administrative proce-
dures applicable to the failures in effect at 
the time the failures occurred.

(b) Supporting documentation. The 
submission should include any available 
supporting documentation. See Appen-
dix A for information on additional docu-
mentation that may be required.
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(3) Proposed method of correction. 
A detailed description of the method 
for correcting the failures that the IRA 
Custodian or IRA Owner has imple-
mented or proposes to implement. Each 
step of the correction method must 
be described in narrative form. The 
description must include specific infor-
mation needed to support the proposed 
correction method. This information 
includes, for example, the expected cost 
of correction (which may be approx-
imated if the exact number cannot be 
determined at the time of the request), 
the years involved, and calculations or 
assumptions the IRA Custodian or IRA 
Owner used to determine the amounts 
needed for correction.

(4) Earnings. A description of the 
methodology that will be used to calculate 
Earnings on any corrective contributions 
or distributions (indicating the computa-
tion periods and the basis for determining 
Earnings).

(5) Computations. Specific calculations 
for each failure, if applicable. The calcu-
lations must be sufficient to demonstrate 
each aspect of the correction method pro-
posed.

(6) Change in administrative proce-
dures (IRA Custodian submissions only). 
A description of the measures that have 
been or will be implemented by the IRA 
Custodian to ensure that the same failures 
will not recur.

(7) Request for excise tax relief under 
section 4973 or section 4974 or 10% 
additional tax relief under section 72(t). 
If excise tax or 10% additional tax relief 
is sought, a specific request for that relief 
should be included in the submission, 
along with explanations, where applica-
ble, supporting the request. See section 
3.04 for more information on excise tax 
and additional tax relief.

(8) IRA Custodian submissions. For 
an IRA Custodian submission (including 
a group submission), a certification as 
described in section 5.12(1)(b).

(9) Group submissions. For a group 
submission, a list of IRAs and the infor-
mation described in section 5.12(3)(c).

(10) Authorization. If the Applicant is 
authorizing an individual to represent it 
before the IRS or sign and file an IVCP 
submission on its behalf, a Form 2848. If 
the Applicant is authorizing an individual 

to inspect and receive confidential infor-
mation, a Form  8821, Tax Information 
Authorization. See section 6.07.

(11) Penalties of perjury statement. If 
the Applicant is authorizing an individ-
ual to sign and file the IVCP submission 
(including any subsequent material mod-
ifications of such submission), on the 
Applicant’s behalf, the following decla-
ration: “Under penalties of perjury, I 
declare that I have examined this sub-
mission, including accompanying doc-
uments, and, to the best of my knowl-
edge and belief, the facts presented in 
support of this submission are true, 
correct, and complete.” The declaration 
must be signed by the Applicant, not the 
Applicant’s representative.

.05 User fee due at the time of IVCP 
submission using the Pay.gov website. 
Except as provided in section 6.06 (addi-
tional user fee for a group submission), 
the user fee set forth in section 7 (for sub-
missions made before January 1, 2028) or 
Appendix A of Rev. Proc. 2028‑4 (and its 
annual successors) (for submissions made 
after December 31, 2027) must be paid on 
the Pay.gov website as part of the IVCP 
submission process. If the appropriate 
user fee is not paid, the IVCP submission 
will not be processed.

.06 Additional user fee due for group 
submissions. In the case of a group sub-
mission, the initial user fee (described in 
section 7 of this revenue procedure (for 
submissions made before January 1, 2028) 
or Appendix A of Rev. Proc. 2028‑4 (and 
its annual successors) (for submissions 
made after December 31, 2027)) must be 
paid when the submission is first made to 
the IRS on the Pay.gov website. Any addi-
tional user fee amount (described in sec-
tion 7 of this revenue procedure (for sub-
missions made before January 1, 2028) or 
Appendix A of Rev. Proc. 2028‑4 (and its 
annual successors) (for submissions made 
after December  31,  2027)) is due at the 
time the compliance statement is signed 
by the IRA Custodian and returned to the 
IRS, or when agreement has been reached 
between the IRS and the IRA Custodian 
regarding correction of the failure or fail-
ures. The payment of this additional user 
fee must be made using the Pay.gov web-
site and the Pay.gov version of Form 8951, 
Additional Payment for Open Application 
for VCP or IVCP.

.07 Power of attorney require-
ments. (1) To appear before the IRS in 
connection with a submission, the Appli-
cant’s authorized representative must 
comply with the requirements of section 
6.02(11) and (12) of Rev. Proc. 2026‑4 
(and its annual successors) and include 
a Form 2848. A Form 2848 that desig-
nates a representative who is not quali-
fied to sign Part II of the Form 2848 (for 
example, an unenrolled return preparer) 
will not be accepted. An Applicant may, 
however, authorize an individual, such 
as an unenrolled return preparer, to 
inspect or receive confidential informa-
tion using Form  8821 (see Form  8821 
and Instructions for Form  8821). The 
Form  2848 or Form  8821, as applica-
ble, must be included in the PDF file 
uploaded to the Pay.gov website. See 
section 6.04(10).

(2) An Applicant may designate an 
authorized representative to file an IVCP 
submission with the IRS using the Pay.
gov website. If the Applicant is autho-
rizing an individual to sign and submit 
an IVCP submission on the Applicant’s 
behalf, the Applicant must specifically 
indicate the scope of such authorization 
on the Form  2848. In order to properly 
authorize the individual, the IRA Custo-
dian or IRA Owner should check the box 
in line 5a for “Other acts authorized” on 
Form 2848 and include as a description 
“signing and filing of the Form  15443 
and accompanying documents as part 
of an IVCP submission.” This option is 
not available for individuals listed on a 
Form 8821. See section 6.04(11) requir-
ing a penalties of perjury declaration 
signed by the Applicant to be included in 
the application.

.08 Acknowledgement of filing. The 
IRS will not mail an acknowledgement 
letter to an Applicant or an Applicant’s 
authorized representative who has filed an 
IVCP submission. When an IVCP submis-
sion is filed successfully through the Pay.
gov website, a confirmation titled “Pay.
gov Payment Confirmation: Form 15443” 
is generated. The Pay.gov Tracking ID 
on this receipt serves as the IRS control 
number for the filed IVCP submission and 
should be considered an official acknowl-
edgement. See section 6.03(6) (“Payment 
confirmation”). Additional information 
regarding the status of a submission may be 
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found at https://www.irs.gov/retirement- 
plans/voluntary-correction-program- 
vcp-submission-status.

.09 Maintenance of copies of sub-
missions. Applicants and their authorized 
representatives should maintain copies of 
all correspondence submitted to the IRS 
with respect to their IVCP submissions.

.10 Assembling the submission. The 
IRS will be able to process an IVCP sub-
mission more quickly if the documents in 
the PDF uploaded on the Pay.gov website 
are presented in the following order:

(1) Applicant’s Penalties of Perjury 
Statement.

(2) Power of Attorney and Declaration 
of Representative (Form  2848) or Tax 
Information Authorization (Form 8821).

(3) Cover letter (optional).
(4) The following narrative informa-

tion:
•	 A description of the Eligible Inadver-

tent Failure or Eligible Inadvertent 
Failures.

•	 An explanation of how and why the 
Eligible Inadvertent Failure or Eligi-
ble Inadvertent Failures occurred. This 
information may be provided using 
an applicable schedule in the Form 
15745‑A through 15745‑C series.

•	 A description of the method for 
correcting failures, including, if 
applicable, Earnings methodol-
ogy and supporting computations. 
This information may be provided 
using the applicable schedules in 
the Form 15745‑A through 15745‑C 
series, including required enclosures.

•	 In the case of a submission by an IRA 
Custodian, a description of the admin-
istrative procedures that have been or 
will be implemented to ensure that the 
failures do not recur. This description 
may be provided using an applicable 
model form in the Form 15745 series.

•	 Whether relief is being requested 
from imposition of the excise taxes 
under section 4973 or section 4974 or 
the 10% additional tax under section 
72(t), and the supporting rationale 
for such relief. This request for relief 
may be provided using an applicable 
model form in the Form 15745 series, 
including required enclosures.

(5) If the IVCP submission includes 
the Model IVCP Compliance State-
ment (Form  15745) or any schedule 

(Forms  15745‑A through 15745‑C), any 
required information and enclosures, and 
any related schedules.

(6) Supporting computations relating 
to correction, including computations for 
Earnings (if applicable).

(7) Relevant IRA document language 
(if applicable).

(8) The IRA Owner’s social security 
number, if the IVCP submission pertains 
to an individual IRA Owner.

(9) For IRA Custodian submissions, 
a certification that the IRA Owner or, in 
the case of a group submission, each IRA 
Owner opted to be included in the submis-
sion.

(10) For group submissions, the names 
and tax identification numbers of the IRA 
Owners included in the submission and 
the most recently available fair market 
value of each IRA.

(11) Any other items that may be rele-
vant to the IVCP submission.

SECTION 7. IVCP USER FEES

.01 IVCP submissions filed before 
January 1, 2028. 

(1) Fees for regular submissions under 
IVCP. The user fee for regular submis-
sions under IVCP is $3,500.

(2) IVCP fee for group submissions. 
The initial user fee for the first 10 affected 
IRA Owners is $10,000.

Note: The fee for a group submission 
is based on the number of IRA Owners 
affected by the failure as described in the 
compliance statement. The initial fee is 
due at the time of submission. An addi-
tional fee is due equal to the product of the 
number of affected IRA Owners (includ-
ing additional IRA Owners added during 
the processing of the group submission) 
in excess of 10 multiplied by $250. The 
maximum fee for a group submission is 
$50,000.

.02 IVCP submissions filed after 
December  31,  2027. The user fees for 
all submissions under IVCP filed after 
December  31,  2027, will be set forth in 
Appendix  A of Rev. Proc. 2028‑4 (and 
its annual successors). Applicants should 
refer to the annual Employee Plans rev-
enue procedure in effect at the time they 
file their IVCP submissions with the IRS 
to determine the applicable user fees. All 
user fees (except for the additional user 

fees for group submissions) must be paid 
upon filing the IVCP submission.

SECTION 8. EFFECT OF IVCP; 
RELIANCE

.01 Effect of IVCP on IRAs. If the 
eligibility requirements of section 4 are 
satisfied and the IRA Custodian or IRA 
Owner corrects a failure in accordance 
with the applicable requirements of IVCP 
in section 5, the IRS will not treat the IRA 
as failing to satisfy any applicable IRA 
Requirements because of that failure.

.02 Compliance statement. If an IRA 
Custodian or IRA Owner receives a com-
pliance statement under IVCP, the com-
pliance statement is binding upon the IRS 
and the IRA Custodian or IRA Owner as 
provided in section 5.08.

.03 Reliance. Taxpayers may rely on 
this revenue procedure, including the 
relief described in section 8.01.

SECTION 9. EFFECT ON OTHER 
DOCUMENTS

Rev. Proc. 2020‑46, Rev. Proc. 
2016‑47, and Rev. Proc. 2003‑16 are 
modified by this revenue procedure. This 
revenue procedure modifies and supple-
ments Rev. Proc. 2026‑4 by providing a 
new method for requesting a waiver of the 
60‑day rollover requirement. 

SECTION 10. EFFECTIVE DATE

This revenue procedure is effective 
May 1, 2027.

SECTION 11. PUBLIC COMMENTS

The Treasury Department and the IRS 
invite comments on this revenue proce-
dure, including comments regarding addi-
tional failures that could be corrected in 
future versions of the program. Comments 
should be submitted in writing on or before 
January 20,  2027, and should include a 
reference to Revenue Procedure 2026‑33. 
Consideration will be given, however, to 
any written comment submitted after Jan-
uary 20, 2027, if such consideration will 
not delay the issuance of guidance. Com-
ments may be submitted electronically via 
the Federal eRulemaking Portal at www.
regulations.gov (type “IRS‑2026‑1387” 
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in the search field on the regulations.gov 
homepage to find this revenue procedure 
and submit comments). Alternatively, 
comments may be submitted by mail to:

�CC:PA:01:PR (Revenue Procedure 
2026‑33), Room 5503 
Internal Revenue Service 
P.O. Box 7604 
Ben Franklin Station 
Washington, D.C. 20044.
All commenters are strongly encour-

aged to submit public comments electron-
ically. The Treasury Department and the 
IRS will publish for public availability 
any comment submitted electronically or 
on paper to its public docket on regula-
tions.gov.

SECTION 12. PAPERWORK 
REDUCTION ACT

The Paperwork Reduction Act of 1995 
(44  U.S.C.  §§  3501‑3520) (PRA) gener-
ally requires that a Federal agency obtain 
the approval of the Office of Management 
and Budget (OMB) before collecting 
information from the public, whether such 
collection of information is mandatory, 
voluntary, or required to obtain or retain 
a benefit. An agency may not conduct or 
sponsor, and a person is not required to 
respond to, a collection of information 
unless it displays a valid control number 
assigned by OMB.

The collection of information in this 
revenue procedure is in sections 3.04(2) 
through (4), 4.01(2), 5 (including section 
5.12(1)(a) and (d)), and 6; sections 1.04 
and 2 of Appendix A; and Appendix B. 

The information requested in sections 
3.04(2) through (4), 5, and 6 of this reve-
nue procedure, and in section 2 of Appen-
dix A is required to enable the Commis-
sioner, Tax Exempt and Government 
Entities Division of the IRS, to consider 
issuing compliance statements. This infor-
mation will be used to issue compliance 
statements to allow IRAs to continue to 
maintain their tax-favored status.

The information in section 5.12(1)(a) is 
required to provide IRA Owners notice of the 
option to be included in an IVCP submission 
made by an IRA Custodian and obtain IRA 
Owners’ consent to that inclusion. The infor-
mation in section 5.12(1)(d) and Appendix B 
is required to notify IRA Owners that a com-
pliance statement has been issued by the IRS 
and the IRA Owners may need to take addi-
tional steps to resolve any related tax issues 
that may still be outstanding.

The information in section 4.01(2) is 
required to preserve IRA Owners’ poten-
tial rights to refunds following correction. 
The information in section 1.04 of Appen-
dix A is required for IRA Owners to fully 
resolve any outstanding tax issues result-
ing from correction.

The likely respondents are individuals, 
businesses or other for-profit institutions, 
and nonprofit institutions.

The estimated total annual reporting or 
recordkeeping burden is 16,409 hours.

The estimated annual burden per 
respondent/recordkeeper varies from 0.5 to 
16.61 hours, depending on the individual 
circumstances, with an estimated average 
of 8 hours, 5 minutes. The estimated num-
ber of respondents or recordkeepers is 150.

The estimated total third-party disclo-
sure burden is 22,500 hours.

The estimated annual burden per third-
party respondent varies from 0.5 to 1.5 
hours, depending on the individual circum-
stances, with an estimated average of 1 
hour. The estimated number of respondents 
for third-party disclosures is 150-15,000.

The estimated frequency of responses 
is occasional.

Books or records relating to a collec-
tion of information must be retained as 
long as their contents may become mate-
rial in the administration of any internal 
revenue law. Generally, tax returns and 
tax return information are confidential, as 
required by 26 U.S.C. § 6103.

The collections contained in this reve-
nue procedure have been submitted to the 
OMB for approval in accordance with the 
5 CFR 1320.10, under OMB control num-
ber 1545‑NEW.

DRAFTING INFORMATION

The principal author of this revenue 
procedure is Jordan D. Kohl of the Office 
of the Associate Chief Counsel (Employee 
Benefits, Exempt Organizations, and 
Employment Taxes). Other personnel 
from the Treasury Department and the 
IRS also participated in the development 
of this guidance. For further information 
regarding this revenue procedure, please 
contact the Employee Plans’ taxpayer 
assistance telephone service at (877) 
829‑5500 (a toll-free number) between the 
hours of 8:30 a.m. and 4:30 p.m. Eastern 
Time, Monday through Friday.
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APPENDIX A

ELIGIBLE FAILURES AND CORRECTION METHODS

SECTION 1. GENERAL RULES

.01 In general. This Appendix A sets 
forth the eligible failures relating to IRAs 
that can be corrected under IVCP, as well 
as acceptable correction methods under 
IVCP. For each IRA failure identified 
in the headings that follow, the method 
described, if implemented, would correct 
the failure. Corrective distributions must 
reflect Earnings and actuarial adjustments. 
The correction methods in this Appen-
dix A are acceptable to correct IRA fail-
ures under IVCP.

.02 Correction methods permitted in 
this Appendix A are safe harbors. Cor-
rection methods permitted in this Appen-
dix  A are deemed to be reasonable and 
appropriate methods of correcting the IRA 
failures identified in this Appendix A.

.03 Other reasonable correction 
methods permitted. As provided in sec-
tion 3.02(2) of this revenue procedure, 
there may be more than one reasonable and 
appropriate correction of a failure. Any 
correction method that is not described in 
this Appendix A would be permitted only 
if it satisfies the correction principles of 
section 3.02 of this revenue procedure.

.04 Possible additional actions 
required following correction and issu-
ance of a compliance statement signed 
by the IRS in situations in which a tax 
was either already paid or would oth-
erwise be owed by the IRA Owner. 
Certain failures may involve situations in 
which (1) an IRA Owner filed a return and 
paid tax as a result of the IRA failure, (2) 
an IRA Owner filed a return and should 
have paid tax as a result of the IRA failure, 
but did not do so, (3) an IRA Owner has 
not yet filed a return for the taxable year 
in which the failure occurred and would 
have owed tax as a result of the failure but, 
following correction, does not owe taxes, 
or (4) an IRA Owner owes tax as a result 
of correction.

(1) If the IRA Owner filed a return and 
paid taxes on the amount involved in the 
failure. Following correction, if the stat-
ute of limitations on refunds under section 
6511 associated with the Form 1040 series 
return (or, if applicable, Form  1041 or 

Form 5329) is still open, the IRA Owner 
should file an amended return requesting 
a refund of the tax paid. If the IRA Owner 
previously filed a protective claim for 
refund, the IRA Owner must perfect the 
claim. If possible, the IRA Owner should 
attach a copy of the compliance statement 
to the amended tax return.

If the statute of limitations on refunds 
associated with the Form  1040 series 
return, Form  1041, or Form  5329 is 
closed, the IRA Owner cannot file for a 
refund. See section 4.01(2) of this revenue 
procedure.

(2) If the IRA Owner filed a return and 
should have paid tax as a result of the IRA 
failure, but did not do so. Following cor-
rection, the IRA Owner should retain a 
copy of the compliance statement for the 
IRA Owner’s records. In the event the IRS 
requests information regarding the fact 
that the IRA Owner did not report the dis-
tribution on the IRA Owner’s Form 1040 
series return, or, if applicable, Form 1041 
or Form 5329, the IRA Owner should pro-
vide a copy of the compliance statement to 
the appropriate IRS representative.

(3) If the IRA Owner has not yet filed 
a return for the taxable year in which the 
failure occurred and would have owed tax 
as a result of the failure, but following 
correction, does not owe taxes. Follow-
ing correction, the IRA Owner should not 
report the original distribution as taxable 
on the IRA Owner’s Form  1040 series 
return, or, if applicable, Form  1041 or 
Form  5329. The IRA Owner may want 
to consider reaching out to the applicable 
IRA Custodian to ensure that the distribu-
tion is not reported as a taxable distribu-
tion on Form 1099‑R. In the event the IRS 
requests information regarding the fact 
that the IRA Owner did not report the dis-
tribution on the IRA Owner’s Form 1040 
series return, or, if applicable, Form 1041 
or Form 5329, the IRA Owner should pro-
vide a copy of the compliance statement 
to the appropriate IRS representative. This 
paragraph does not apply to RMD Fail-
ures.

(4) If the IRA Owner owes tax as a 
result of correction. Following correction, 
the IRA Owner should file an original 

or amended Form 1040 series return, or, 
if applicable, Form  1041 or Form  5329, 
reporting the tax owed as a result of cor-
rection. The IRA Owner should pay the 
tax owed and, if applicable, any interest on 
the tax. If the IRA Owner does not report 
and pay the tax owed, then the compliance 
statement is not valid.

SECTION 2. FAILURES ELIGIBLE 
FOR CORRECTION UNDER ICRS

.01 RMD Failure. (1) Failure. When 
an RMD Failure (as defined in section 
2.15 of this revenue procedure) occurs, 
an excise tax under section 4974 is gen-
erally imposed on the amount by which 
the RMD exceeds the actual amount dis-
tributed during the taxable year. The tax is 
imposed on the IRA Owner.

RMD Failure example: An IRA Own-
er’s RMD for the year is $10,000, but, 
due to an Eligible Inadvertent Fail-
ure, an IRA Custodian only distrib-
utes $8,000 to the IRA Owner. Unless 
an exception under section 4974(d) or 
Treas.  Reg.  §  54.4974‑1(g) applies, the 
IRA Owner is subject to excise tax under 
section 4974 on the difference between the 
amount of the RMD and the lesser amount 
actually distributed.

(2) Eligibility for correction. For an 
RMD Failure to be eligible for correction 
under ICRS, the Service Provider must 
have had established practices and pro-
cedures (formal or informal) in place that 
were reasonably designed to promote and 
facilitate overall compliance in form and 
operation with applicable IRA Require-
ments. Those established practices and 
procedures must have been routinely fol-
lowed, and the failure must have occurred 
through an oversight or mistake in apply-
ing them.

(3) Correction. For an IRA that is an 
individual retirement account, the permit-
ted correction method for an RMD Failure 
is for the IRA Custodian to distribute the 
missed RMDs (with Earnings from the 
date of the failure to the date of the dis-
tribution) for all previous years in which 
an RMD Failure occurred. The amount 
required to be distributed in each year in 
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which the initial failure occurred should 
be determined by dividing the adjusted 
account balance by the applicable distri-
bution period. For this purpose, “adjusted 
account balance” means the actual account 
balance, determined in accordance with 
Treas.  Reg.  §  1.408‑8(b)(2), reduced by 
the amount of the total missed RMDs for 
prior years.

For an IRA that is an individual retire-
ment annuity, the permitted correction 
method for an RMD Failure is to distrib-
ute the missed annuity payments in accor-
dance with applicable state law. 

(4) Tax reporting. The IRA Custodian 
must issue a Form  1099‑R for the year 
of correction reflecting the amount of the 
distribution as taxable.

.02 IRA Establishment Failure. (1) 
Failure. When an IRA Establishment Fail-
ure (as defined in section 2.16 of this rev-
enue procedure) occurs, income tax might 
be imposed on the IRA Owner, depending 
on the nature of the failure.

IRA Establishment Failure example: 
An IRA Owner requests the establishment 
of a traditional IRA but, due to a failure by 
the Service Provider, the Service Provider 
establishes a Roth IRA instead. The IRA 
Owner, unaware that the failure occurred, 
deducted the full amount of the contribu-
tion on the IRA Owner’s income tax return 
as a contribution to a traditional IRA. The 
IRA Owner owes income tax due to disal-
lowance of the deduction.

(2) Special deadline for IRA Establish-
ment Failure submissions. A submission 
to correct an IRA Establishment Failure 
should be made as soon as practicable 
after discovery of the failure, but in no 
event will such a submission be accepted 
after December 31 of the year following 
the year in which the incorrect account 
was established.

For example, if an IRA Establishment 
Failure occurs on August  15,  2026, an 
IVCP submission to correct the failure 
cannot be made after December 31, 2027.

(3) Eligibility for correction. For an 
IRA Establishment Failure to be eligible 
for correction under ICRS, the Service 
Provider must have had established prac-
tices and procedures (formal or informal) 
in place that were reasonably designed to 
promote and facilitate overall compliance 
in form and operation with applicable IRA 
Requirements. Those established prac-

tices and procedures must have been rou-
tinely followed, and the failure must have 
occurred through an oversight or mistake 
in applying them.

(4) Correction. The permitted correc-
tion for an IRA Establishment Failure is 
for the Service Provider or IRA Owner 
to establish the type of IRA that the IRA 
Owner initially requested. The IRA Cus-
todian transfers the portion of the account 
balance initially placed in the IRA that 
was incorrectly established, along with 
Earnings thereon, to the newly established 
IRA of the correct type. 

For purposes of meeting the IRA 
Requirements and for tax purposes, the 
newly established IRA will be treated as 
having been established as of the date the 
incorrectly established IRA or non-IRA 
account was originally established.

(5) Tax reporting. Once the compliance 
statement is issued and correction is com-
plete, the IRA Owner should follow any 
applicable instructions in section 1.04 of 
this Appendix A, regarding adjusting the 
IRA Owner’s tax return.

.03 Nonspouse Beneficiary Distri-
bution or Rollover Failure. (1) Failure. 
When a Nonspouse Beneficiary Distri-
bution or Rollover Failure (as defined in 
section 2.17 of this revenue procedure) 
occurs, income tax or the excise tax under 
section 4973 might be imposed on the 
nonspouse beneficiary, depending on the 
nature of the failure.

Nonspouse Beneficiary Distribution or 
Rollover Failure example: A nonspouse 
beneficiary inherits a traditional IRA from 
a deceased IRA Owner. A Service Pro-
vider advises the nonspouse beneficiary 
that the nonspouse beneficiary can receive 
a distribution from the decedent’s IRA 
and roll the amount over into an Inherited 
IRA. The nonspouse beneficiary instructs 
the IRA Custodian to distribute the full 
balance of the IRA to the nonspouse ben-
eficiary. The nonspouse beneficiary is 
subsequently unable to roll the distribu-
tion into an Inherited IRA. The nonspouse 
beneficiary is subject to income tax on the 
amount of the distribution.

(2) Special requirements for a Non-
spouse Beneficiary Distribution or Roll-
over Failure. For a Nonspouse Benefi-
ciary Distribution or Rollover Failure, the 
Applicant must provide an explanation 
describing the specific errors made or 

advice provided by the Service Provider 
that led the beneficiary to believe the 
amounts distributed, improperly trans-
ferred, or improperly rolled over would 
not be considered taxable income. Sup-
porting documentation for this failure may 
include copies of any written communica-
tions with the Service Provider that sup-
port the representations being made. Con-
temporaneous written summaries of oral 
communications with the Service Pro-
vider can be submitted as corroborating 
evidence but may be given less weight.

If the nonspouse beneficiary is subject 
to the excise tax under section 4973 and 
relief is requested, the request must be 
included in the IVCP submission.

(3) Correction. The permitted correc-
tion method for a Nonspouse Beneficiary 
Distribution or Rollover Failure is for 
the nonspouse beneficiary to contribute 
the amount distributed, improperly trans-
ferred, or improperly rolled over from the 
original Inherited IRA to a new Inherited 
IRA that is in the name of the same bene-
ficiary associated with the original Inher-
ited IRA. For this correction, the transfer 
must not exceed the amount of the original 
distribution adjusted for Earnings, minus 
any RMDs that would have been required, 
had the amounts been properly transferred 
to an Inherited IRA in a direct trustee-to-
trustee transfer. 

For the purpose of meeting the IRA 
Requirements and for tax purposes, the 
amount contributed to the Inherited IRA 
pursuant to this correction will be treated 
as though such amount were transferred 
to the Inherited IRA as part of a trustee-
to-trustee transfer at the time the distri-
bution, improper transfer, or improper 
rollover from the original Inherited IRA 
occurred. Thus, the new Inherited IRA 
account will be treated as meeting the 
IRA Requirements, and the distribution, 
improper transfer, or improper rollover 
from the original IRA (minus any RMDs 
that would have been required) will be 
treated as a nontaxable event.

(4) Tax reporting. Once the compliance 
statement is issued and correction is com-
plete, the nonspouse beneficiary should 
follow any applicable instructions in sec-
tion 1.04 of this Appendix A, regarding 
adjusting the IRA Owner’s tax return.

.04 60‑Day Rollover Failure. (1) Fail-
ure. When a 60‑Day Rollover Failure (as 
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defined in section 2.18 of this revenue pro-
cedure) occurs, income tax (and, unless an 
exception applies, the 10% additional tax 
under section 72(t)) will be imposed on 
the IRA Owner.

60‑Day Rollover Failure example: A 
60-year-old IRA Owner requests a distri-
bution of the full balance of the IRA Own-
er’s traditional IRA held with IRA Custo-
dian Y. The IRA Owner intends to roll the 
balance into an existing traditional IRA 
that the IRA Owner holds with IRA Custo-
dian Z. IRA Custodian Y mails a check to 
the IRA Owner for the full balance of the 
IRA Owner’s IRA. Due to events beyond 
the reasonable control of the IRA Owner, 
the IRA Owner does not roll the balance 
into the IRA held with IRA Custodian Z 
within the required 60 days. Because the 
IRA Owner did not complete a timely roll-
over, the IRA Owner is subject to income 
tax on the amount of the distribution.

(2) Eligibility for correction. Pursuant 
to sections 402(c)(3)(B) and 408(d)(3)(I), 
the Secretary has the authority to waive 
the 60‑day rollover requirement if the fail-
ure to waive the 60‑day rollover require-
ment would be against equity or good 
conscience, including casualty, disaster, or 
other events beyond the reasonable con-
trol of the plan participant or IRA Owner. 
Pursuant to this authority, in determining 
whether to grant a waiver, the IRS spe-
cialist will consider all relevant facts and 
circumstances, including: (1) errors com-
mitted by a financial institution; (2) inabil-
ity to complete a rollover due to death, 
disability, hospitalization, incarceration, 
restrictions imposed by a foreign country, 
or postal error; (3) the use of the amount 
distributed (for example, in the case of 
payment by check, whether the check was 
cashed); and (4) the time elapsed since the 
distribution occurred.

A 60‑Day Rollover Failure does not 
need to have occurred due to an error by a 
Service Provider in order to be eligible for 
correction under IVCP.

To be eligible for a waiver of the 
60‑day rollover period, the rules regard-
ing the amount of money or other prop-
erty that can be rolled over into an eli-
gible retirement plan within the 60‑day 
rollover period (including section 402(c)

(6) relating to sales of distributed prop-
erty, as applicable) apply to deposits 
made pursuant to a waiver of the 60‑day 
rollover period.3 Thus, for example, if an 
IRA Owner or plan participant took a dis-
tribution of $30,000 from the IRA Own-
er’s IRA or plan participant’s retirement 
plan, the most that could be deposited into 
an eligible retirement plan pursuant to a 
waiver of the 60‑day rollover period is 
$30,000.

In the case of a distribution from an 
IRA, a rollover to another IRA is not per-
mitted if the taxpayer has made an IRA 
rollover of another IRA distribution made 
in the prior one-year period. The one-roll-
over-per-year limitation does not apply to 
trustee-to-trustee transfers or to conver-
sions (that is, rollovers from traditional 
IRAs to Roth IRAs).

Automatic waivers under Rev. Proc. 
2003‑16 and waiver relief provided in Rev. 
Proc. 2020‑46 and Rev. Proc. 2016‑47 
remain available and are not affected by 
the ability to request a waiver of the 60‑day 
rollover requirement under this revenue 
procedure. Additionally, relief under sec-
tion 4 of Rev. Proc. 2020‑46 may be avail-
able to an IRA Owner whose individual 
income tax return is Under Examination, 
if the IRS determines that the IRA Owner 
qualifies for a waiver.

(3) Special requirements for a 60‑Day 
Rollover Failure. When submitting an 
IVCP request for a 60‑Day Rollover Fail-
ure, the Applicant cannot be an IRA Cus-
todian. The Applicant must be the IRA 
Owner. The IRA Owner may designate an 
authorized representative to file an IVCP 
submission with the IRS on the IRA Own-
er’s behalf.

For a 60‑Day Rollover Failure, the 
Applicant must provide: (i) the full name 
of the plan and the name of the employer 
that sponsors the plan, if the distribution 
was made from a plan; (ii) the full name 
of the IRA Owner, the IRA account num-
ber, and the name of the IRA Custodian of 
the IRA making the distribution, if the dis-
tribution was made from an IRA; (iii) the 
amount of the distribution; (iv) the date 
the distribution was made; (v) the amount 
of federal or state taxes, if any, withheld 
from the distribution; (vi) a copy of the 

associated Form  1099‑R, if available; 
(vii) a statement explaining why the dis-
tribution was made, what the IRA Owner 
intended to do with the distribution, and 
what was actually done with the distri-
bution (including the name of the finan-
cial institution where the distribution was 
deposited, if applicable); (viii) a detailed 
explanation as to why the 60‑day rollover 
requirement was not met and copies of all 
supporting documents; (ix) the name of 
the plan or IRA Custodian where the IRA 
Owner intends to make the rollover if the 
waiver is granted; and (x) if the waiver 
request involves an IRA-to-IRA rollover, 
a statement that the IRA Owner has not 
made any other IRA-to-IRA rollovers in 
the past 12 months (not counting any roll-
overs from traditional IRAs to Roth IRAs 
(Roth conversions) and not counting any 
trustee-to-trustee transfers (direct roll-
overs)).

If the IRA Owner is subject to the 10% 
additional tax under section 72(t) and 
relief is requested, the request must be 
included in the IVCP submission.

(4) Correction. The permitted correc-
tion for a 60‑Day Rollover Failure is to 
transfer the amount of the distribution that 
was not rolled over to an eligible retire-
ment plan as defined in section 402(c)(8). 
An IRA Owner must be eligible to trans-
fer the rollover into an eligible retirement 
plan based on the terms of the eligible 
retirement plan. For this correction, the 
transfer must not exceed the amount of 
the original distribution minus any RMDs 
that would have been required, had the 
account been rolled over into an eligible 
retirement plan as part of a direct trustee-
to-trustee transfer. 

Provided all other Code requirements, 
except the 60‑day rollover requirement, 
are met with respect to such contribu-
tion, the amount deposited into an eligible 
retirement plan will be considered a roll-
over contribution within the meaning of 
section 402(c)(3) or 408(d)(3). 

(5) Tax reporting. Once the compliance 
statement is issued and correction is com-
plete, the IRA Owner or plan participant 
should follow any applicable instructions 
in section 1.04 of this Appendix A, regard-
ing adjusting the IRA Owner’s tax return.

3 In the case of a distribution from an IRA, any rollover must consist of the same property distributed (for example, if shares of a company are distributed from an IRA, some or all of the 
shares may be rolled over, but no proceeds from the sale of those shares can be rolled over).
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APPENDIX B

SAMPLE COVER LETTER

[IRA OWNER NAME] 
[IRA OWNER STREET ADDRESS] 
[IRA OWNER CITY, STATE ZIP]

Dear ________________:

You previously agreed to have your individual retirement account or annuity (IRA) included as part of a submission to the IRA Vol-
untary Correction Program (IVCP). IVCP is a program administered by the Internal Revenue Service (IRS) that fixes certain IRA-re-
lated failures on behalf of IRA owners.

At the end of the IVCP process, the IRS issues what is known as a compliance statement to the applicant that submitted the applica-
tion. The applicant then has [90 or 150] days to fix the IRA-related failures covered by the submission.

A compliance statement, with IRS control number [CONTROL NUMBER] was recently issued. The purpose of this letter is to 
inform you that [APPLICANT] fixed the following [failure or failures] related to your IRA on the following dates:

•	 [FAILURE TYPE]	 [DATE]
•	 [FAILURE TYPE]	 [DATE]

Fixing [this or these] [failure or failures] may have changed your tax liability. If fixing the [failure or failures] changed your tax 
liability for the current year or a prior year, further action may be required on your part. Please note that these additional actions might 
be time sensitive because there could be legal deadlines on your ability to take certain actions.

For more information on steps you might need to take, see section 4.01(2) of Revenue Procedure 2026‑33 and section 1.04 of Appen-
dix A to the revenue procedure. You may also contact a tax professional for additional assistance.

Keep this letter and the attached copy of the compliance statement in your files in case the IRS requests information regarding your 
tax liability related to the IRA [failure or failures] that [was or were] fixed.

If you have any questions, call, email, or mail [APPLICANT CONTACT] at:

[Applicant contact street address] 
c/o [applicant contact name] 
[Applicant contact city, state zip] 
Phone: [Applicant phone number] 
Email: [Applicant email]

Sincerely,
[APPLICANT OR APPLICANT CONTACT]
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PART I. INTRODUCTION TO 
EMPLOYEE PLANS COMPLIANCE 
RESOLUTION SYSTEM

SECTION 1. PURPOSE AND 
OVERVIEW

.01 Purpose. This revenue procedure 
updates the comprehensive system of cor-
rection programs for sponsors of retire-
ment plans that are intended to satisfy the 
requirements of section 401(a), 403(a), 
403(b), 408(k), or 408(p) of the Internal 
Revenue Code (“Code”) but that have not 
met these requirements for a period of time. 
This system, the Employee Plans Com-
pliance Resolution System (“EPCRS”), 
permits Plan Sponsors to correct these 
failures and thereby continue to provide 
their employees with retirement benefits 
on a tax-favored basis. The components 
of EPCRS are the Self-Correction Pro-
gram (“SCP”), the Voluntary Correction 
Program (“VCP”), and the Audit Closing 
Agreement Program (“Audit CAP”).

.02 General principles underlying 
EPCRS. EPCRS is based on the follow-
ing general principles:
•	 Plan Sponsors and other administra-

tors of eligible plans should satisfy 
the applicable plan document require-
ments of the Code and operate the 
plans in accordance with their terms.

•	 Plan Sponsors and other adminis-
trators of eligible plans should be 
encouraged to establish administra-
tive practices and procedures that 
ensure that these plans are operated 
properly in accordance with the appli-
cable requirements of the Code and 
the terms of the plan document.

•	 Plan Sponsors and other adminis-
trators should make voluntary and 
timely correction of any plan failures, 
whether involving discrimination in 
favor of highly compensated employ-
ees, plan operations, the terms of the 
plan document, or adoption of a plan 
by an ineligible employer. Timely 
and efficient correction protects par-
ticipating employees by providing 
them with their expected retirement 
benefits, including favorable tax 
treatment.

•	 Voluntary compliance is promoted 
by establishing limited fees for vol-
untary corrections approved by the 

Internal Revenue Service (“IRS”), 
thereby reducing employers’ uncer-
tainty regarding their potential tax 
liability and participants’ potential 
tax liability.

•	 Fees and sanctions should be gradu-
ated in a series of steps so that there 
is always an incentive to correct 
promptly.

•	 Sanctions for plan failures identified 
on audit should be reasonable in light 
of the nature, extent, and severity of 
the violation.

•	 Administration of EPCRS should be 
consistent and uniform.

•	 Plan Sponsors should be able to rely 
on the availability of EPCRS in tak-
ing corrective actions to maintain the 
tax-favored status of their plans.

.03 Overview. EPCRS includes the 
following basic elements:
•	 Self-correction (SCP). A Plan Spon-

sor that has established compliance 
practices and procedures may, with-
out paying any fee or sanction, cor-
rect certain failures under a Qualified 
Plan, a Section  403(b) Plan, a SEP 
Arrangement, or a SIMPLE IRA Plan 
under the terms described in sec-
tion 7.

•	 Voluntary correction with IRS 
approval (VCP). A Plan Sponsor, 
at any time before the plan or Plan 
Sponsor is Under Examination, may 
pay a limited fee and receive the 
IRS’s approval for correction of a 
Qualified Plan, Section  403(b) Plan, 
SEP Arrangement, or SIMPLE IRA 
Plan Failure. Under VCP, there are 
special procedures for group submis-
sions and anonymous no-fee pre-sub-
mission conferences. 

•	 Correction Under Examination 
(Audit CAP). If a failure (other than 
a failure corrected through SCP or 
VCP) is identified while the plan or 
Plan Sponsor is Under Examination, 
the Plan Sponsor may correct the 
failure and pay a sanction through 
Audit CAP. The sanction imposed 
will bear a reasonable relationship to 
the nature, extent, and severity of the 
failure, taking into account the extent 
to which correction occurred before 
audit.

.04 Income or excise tax issues that 
are ineligible for resolution under 

EPCRS. Employee Plans Rulings and 
Agreements considers requests, under 
voluntary closing agreement proce-
dures known as VCAP, to resolve cer-
tain income or excise tax issues that are 
ineligible for resolution under EPCRS. 
Refer to Rev.  Proc. 2026‑4, 2026‑1 IRB 
160 (and its annual successors), for more 
information. Instructions on submitting a 
request, including a request for an anon-
ymous pre-submission conference, can be 
found at: https://www.irs.gov/retirement- 
plans/employee-plans-voluntary-closing- 
agreements.

.05 IRA issues that are ineligible for 
resolution under EPCRS. The IRS is 
opening a separate IRA compliance reso-
lution system that will permit IRA custo-
dians and IRA owners to correct certain 
failures related to IRAs that are ineligible 
for resolution under EPCRS. See Rev. 
Proc. 2026‑33, this Bulletin.

SECTION 2. EFFECT OF THIS 
REVENUE PROCEDURE ON 
PROGRAMS

.01 Effect on programs. This reve-
nue procedure modifies and supersedes 
Rev. Proc. 2021‑30, 2021‑31 IRB 172, the 
most recent prior consolidated statement 
of the correction programs under EPCRS.

.02 Description of modifications. 
This update to Rev. Proc. 2021‑30 incor-
porates changes made to EPCRS by 
recent legislation and interim guidance 
issued in Notice  2023‑43, 2023‑24 IRB 
919, Notice  2024‑2, 2024‑2 IRB 316, 
and Notice 2024‑77, 2024‑45 IRB 1093. 
Changes made in response to comments 
are noted in the changes described in this 
section 2.02. This update to Rev.  Proc. 
2021‑30 makes the following changes:

(1) SECURE 2.0 Act. Division T of the 
Consolidated Appropriations Act, 2023, 
Pub.  L.  117‑328, 136  Stat.  4459 (2022), 
known as the SECURE 2.0 Act of 2022 
(“SECURE 2.0 Act”), was enacted on 
December 29, 2022. Section 301 (recov-
ery of retirement plan overpayments), 
section 305 (expansion of the Employee 
Plans Compliance Resolution System), 
and section 350 (safe harbor for cor-
rections of employee elective deferral 
failures) of the SECURE 2.0 Act made 
changes that affected several provisions 
of Rev.  Proc. 2021‑30. The Department 
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of the Treasury (“Treasury Department”) 
and the IRS issued three notices provid-
ing interim guidance on these provisions. 
Notice 2023‑43 provides interim guidance 
on section 305; Notice  2024‑2 provides 
interim guidance on section 350; and 
Notice 2024‑77 provides interim guidance 
on section 301(b). This revenue procedure 
incorporates the provisions of sections 
301(b), 305, and 350 and the guidance 
provided in these notices as described in 
the following paragraphs.

(a) Section 305 of the SECURE 2.0 Act 
(expansion of Employee Plans Compli-
ance Resolution System). Section  305 of 
the SECURE 2.0 Act generally expands 
SCP to permit self-correction of Eligi-
ble Inadvertent Failures, including loan 
failures. This updated revenue procedure 
incorporates the provisions of section 305 
and Notice 2023‑43 by:
(i)	 defining Eligible Inadvertent Fail-

ure, see section 4.09;
(ii)	 eliminating the requirement that a 

Qualified Plan or a Section  403(b) 
Plan be the subject of a favorable 
letter to use SCP;

(iii)	 listing failures that are not eligible 
for SCP, see section 7.03;

(iv)	 permitting self-correction of certain 
Demographic Failures, Employer 
Eligibility Failures, and Plan Doc-
ument Failures, see section 6.05, 
6.06, and 6.07;

(v)	 permitting self-correction of loan 
failures identified in this revenue 
procedure, see section 6.13;

(vi)	 expanding self-correction for fail-
ures occurring in SEP Arrange-
ments and SIMPLE IRA Plans, if 
certain plan document requirements 
are met, see section 7;

(vii)	 requiring that a Plan Sponsor ensure 
that a spouse receives the benefit the 
spouse is entitled to under sections 
401(a)(11) and 417 if there was a 
failure to obtain spousal consent 
for a loan and the loan has not been 
repaid at the time a distribution is 
made, see section 6.13(4);

(viii)	 requiring that self-correction of an 
Eligible Inadvertent Failure be com-
pleted within a reasonable period 
after identification of the failure, 
and that a self-correction that is 
completed by the later of the last 
day of the third plan year following 
the plan year in which the failure 
occurred or 18 months after identi-
fication of the failure is deemed to 
have been completed within a rea-
sonable period,1 see section 7.05;

(ix)	 treating self-correction of an 
Employer Eligibility Failure as hav-
ing been completed within a rea-
sonable period if the Plan Sponsor 
ceases all contributions to the plan 
as soon as reasonably practicable 
after the failure is identified and no 
later than the last day of the sixth 
month following the date the failure 
is identified, see sections 6.05 and 
7.05;

(x)	 requiring a Plan Sponsor to pro-
vide documentation substantiating 
self-correction of an Eligible Inad-
vertent Failure when a plan or Plan 
Sponsor is Under Examination, see 
section 7.05(2)(b);

(xi)	 providing that, once a plan or Plan 
Sponsor comes Under Examina-
tion, SCP may only be used if: (a) 
the Plan Sponsor has demonstrated 
a specific commitment to imple-
ment a self-correction with respect 
to the Eligible Inadvertent Failures, 
including corrections for Plan Doc-
ument Failures, Employer Eligi-
bility Failures, and Demographic 
Failures; or (b) the failure is an 
insignificant Operational Failure, 
see sections 7.05, 8.01, and 8.02;

(xii)	 establishing that a determination 
of whether actions taken by a Plan 
Sponsor demonstrate a specific 
commitment to implement self-cor-
rection is based on all the facts and 
circumstances and must include a 
demonstration that the Plan Sponsor 
is actively pursuing correction, see 
section 8.01;

(xiii)	 restricting the availability of SCP to 
correct failures discovered during 
the determination letter process 
so that SCP is only available with 
respect to those failures if they are 
insignificant Operational Failures, 
see section 9.06(2); and

(xiv)	 specifying that an elective defer-
ral failure may be corrected with a 
reduced qualified nonelective con-
tribution (“QNEC”) only if the cor-
rection is completed no later than 
the last day of the third plan year 
following the plan year in which the 
failure occurred (rather than by the 
end of the SCP correction period 
for significant failures because that 
deadline no longer applies due to 
the passage of section 305 of the 
SECURE 2.0 Act), see Appendix 
section .05(9)(b).2

(b) Section 350 of the SECURE 2.0 Act 
(safe harbor for corrections of employee 
elective deferral failures). Section 350 of 
the SECURE 2.0 Act adds section 414(cc) 
to the Code. Section  414(cc) generally 
reinstates the safe harbor method in sec-
tion .05(8), Appendix  A of Rev.  Proc. 
2021‑30, that permits correction, with no 
QNEC, of an employee deferral failure 
in a plan with an automatic enrollment or 
automatic escalation feature.3

This updated revenue procedure incor-
porates the provisions of section 350 of 
the SECURE 2.0 Act and Notice 2024‑2, 
relating to section 401(k) plans, Sec-
tion 403(b) Plans, SEP Arrangements, or 
SIMPLE IRA Plans, in Appendix section 
.05(8) by:
(i)	 eliminating the December  31,  2023, 

sunset of the safe harbor correction 
method;

(ii)	 extending the correction method to 
SEP Arrangements and SIMPLE IRA 
Plans;

(iii)	extending the correction method to 
terminated employees; and

(iv)	requiring that a corrective allocation 
of matching contributions be made 
within a reasonable period, as deter-
mined by all relevant facts and cir-

1  Notice 2023‑43 provides that a correction completed within 18 months after identification of a failure is deemed to be a correction made within a reasonable period. In response to comments, 
this deemed reasonable period has been modified to provide that if a correction of a failure is completed by the later of the last day of the third plan year following the plan year in which the 
failure occurred or 18 months after identification of the failure, the correction is deemed to have been completed within a reasonable period.
2 This correction deadline was revised after consideration of comments.
3 Pursuant to authority provided in section 414(cc)(4)(E), for the Treasury Department and the IRS to prescribe guidance to carry out the purposes of section 414(cc), an error under sec-
tion 414(cc)(2) may only be corrected upon satisfaction of the requirements of this revenue procedure (or a successor revenue procedure).
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cumstances, after the date on which 
the correct elective deferrals begin 
(or would have begun but for the 
employees’ termination of employ-
ment).4 

(c) Section 301 of the SECURE 2.0 Act 
(recovery of retirement plan Overpay-
ments). Section  301(b) of the SECURE 
2.0 Act adds sections 414(aa) and 402(c)
(12) to the Code. Section 414(aa) gener-
ally provides that no corrective payment is 
required for an Inadvertent Benefit Over-
payment. Section  402(c)(12) provides 
rollover treatment for an Inadvertent Ben-
efit Overpayment.

This updated revenue procedure incor-
porates the provisions of section 301(b) of 
the SECURE 2.0 Act and Notice 2024‑77 
by:
(i)	 defining Inadvertent Benefit Over-

payment, see section 4.01(3)(d) and 
4.02(4);

(ii)	 excluding failures related to sec-
tions 401(a)(17), 415, and 436 of 
the Code from the elimination of 
the requirement to restore an Inad-
vertent Benefit Overpayment to the 
plan, see section 6.12(1)(a);

(iii)	 permitting a Plan Sponsor to seek 
recoupment of an Inadvertent Bene-
fit Overpayment, see section 6.12(1)
(a);5

(iv)	 requiring a corrective payment to 
the Plan for an Inadvertent Benefit 
Overpayment related to a section 
401(a)(17), 415, or 436 failure that 
is not recouped from the recipient 
with an exception for small pay-
ments under $250,6 see section 
6.03(4) and 6.12(1)(b);

(v)	 providing that certain failures may 
require a corrective payment if the 
Inadvertent Benefit Overpayment 
results in another failure, such as 
(a) a corrective payment due to an 
incorrect allocation of a profit-shar-
ing contribution that results in ben-
efit underpayments to others, or (b) 
restoration of an impermissible for-
feiture in accordance with section 
411, see section 6.12(1)(a);

(vi)	 treating as an eligible rollover dis-
tribution any Inadvertent Benefit 
Overpayment not sought by the Plan 
Sponsor, see section 6.12(1)(c)(i);

(vii)	 requiring that a Plan Sponsor seek-
ing recoupment of an Inadvertent 
Benefit Overpayment notify the 
recipient that any unreturned por-
tion is not an eligible rollover distri-
bution, see section 6.12(1)(c)(i);

(viii)	 treating recoupment as having been 
sought with respect to any Inadver-
tent Benefit Overpayment that is 
due to a section 415 or 401(a)(17) 
failure (so that the Plan Sponsor 
must notify the recipient that any 
unreturned portion of the Inadver-
tent Benefit Overpayment is not an 
eligible rollover distribution), see 
section 6.12(1)(c)(ii);

(ix)	 treating the transfer of an Inadver-
tent Benefit Overpayment that had 
been rolled over from the originat-
ing plan to a second plan as an eli-
gible rollover distribution and also 
treating as an eligible rollover dis-
tribution the transfer of the amount 
from the second plan back to the 
originating plan, regardless of plan 
terms, see section 6.12(1)(c)(iii);

(x)	 permitting a Plan Sponsor that 
wishes to continue Inadvertent 
Benefit Overpayments that are not 
in accordance with plan terms to 
adopt an amendment that increases 
past and future benefit payments if 
the amendment does not violate any 
applicable Code provision, includ-
ing section 401(a)(17) or 415, see 
section 6.12(1)(a) and (3); and 

(xi)	 eliminating the description of the 
funding exception method and con-
tribution credit method and refer-
encing Rev.  Proc. 2021‑30 for the 
description of these methods, see 
section 6.12(3)(d).

(2) Other modifications. In addition to 
incorporating sections 301(b), 305, and 
350 of the SECURE 2.0 Act, this updated 
revenue procedure makes other changes 
by:

(a)	 referencing the availability of VCAP 
for resolving certain income and 
excise tax issues that are ineligible 
for resolution under EPCRS and giv-
ing the IRS the discretion to deter-
mine that a submission is ineligible 
for VCP and may be resolved under 
VCAP, see sections 1.04 and 9.07(2);

(b)	 referencing the availability of an IRA 
compliance resolution system for 
resolving certain failures related to 
IRAs that are ineligible for resolution 
under EPCRS, see section 1.05;

(c)	 updating definitions related to Plan 
Document Failures by incorporating 
the definitions used in Rev. Proc. 
2022‑40, 2022‑47 IRB 487 (deter-
mination letter program for individu-
ally designed plans), and Rev. Proc. 
2023‑37, 2023‑51 IRB 1491 (opin-
ion letter program for Pre-approved 
Plans), see section 4.01(2)(a) and 
4.02(2)(a);

(d)	 clarifying that, for purposes of SCP 
eligibility, a failure to initially adopt 
a written plan does not include a 
failure in which (1) employees of an 
employer are participating in a plan 
adopted by a Plan Sponsor; and (2) 
the employer has not adopted the plan 
as a participating employer,7 see sec-
tions 6.07(3)(c) and 7.03(1);

(e)	 revising certain definitions and cor-
rection methods applicable to SEP 
Arrangements and SIMPLE IRA 
Plans, see sections 4.06, 4.07, and 
6.17;

(f)	 clarifying that certain income or 
excise tax issues are ineligible for 
VCP and Audit CAP, see section 
5.01(1)(b) and (c);

(g)	 clarifying that failures in a fully 
insured defined benefit plan that is 
described in section 412(e)(3) of 
the Code are generally not eligible 
for SCP, VCP, or Audit CAP, see 
sections 5.01(1)(b), 5.01(1)(c), and 
7.03(10);

(h)	 eliminating the requirement for a Plan 
Sponsor to notify an individual that 
an Excess Amount of $250 or less is 

4 Q&A I‑4 of Notice 2024‑2 provides that a corrective allocation of matching contributions made by the last day of the sixth month following the month in which correct elective deferrals 
begin is deemed to have been made within a reasonable period. In response to a comment, the six-month period in Q&A I‑4 has been extended to twelve months.
5 Section 206(h) of the Employee Retirement Income Security Act of 1974, Pub. L. 93‑406, 88 Stat. 829, as amended (ERISA) may limit a Plan Sponsor’s ability to seek recoupment.
6 Notice 2024‑77 did not include this small payment exception. The exception has been added to this revenue procedure in response to a comment.
7 This clarification was made in response to comments.
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not an eligible rollover distribution, 
see section 6.03(5);

(i)	 revising procedures for locating lost 
participants, see section 6.03(6);

(j)	 adding a provision regarding the 
adoption of certain retroactive 
amendments to clarify the require-
ments for a limited correction method 
used in VCP and Audit CAP, see sec-
tion 6.07;

(k)	 revising the correction principle for 
failure to obtain spousal consent in 
certain Qualified Plans to require 
that the Plan Sponsor ensure that the 
spouse receives the benefit the spouse 
is entitled to receive, see section 6.08 
and Appendix section .07;

(l)	 clarifying the determination of actu-
arial equivalence for corrective dis-
tributions from defined benefit plans 
(underpayments), see section 6.10;

(m)	 revising procedures for a group sub-
mission under VCP, see sections 9.11 
and 10.04(13);

(n)	 revising the Audit CAP sanction for 
Nonamender Failures discovered 
during the determination letter appli-
cation process, see section 13.04;

(o)	 eliminating a special rule relating to 
brief exclusions from elective defer-
rals and after-tax employee contribu-
tions previously in Appendix B sec-
tion .02(1)(F) to Rev. Proc. 2021‑30;

(p)	 clarifying that the correction methods 
for employee exclusion failures with 
respect to after-tax employee con-
tributions may be used for failures 
involving partial years,8 see Appen-
dix section .05(2)(d)(i);

(q)	 extending a safe harbor correction 
method that permits a reduced QNEC 
to correct deferral failures so that 
it applies to terminated employees 
and is available to correct after-tax 
employee contribution failures,9 see 
Appendix section .05(9)(b) and (d);

(r)	 adding a method for determining the 
missed deferral if all non-highly com-

pensated employees are improperly 
excluded from making deferrals,10 see 
Appendix section .05(2)(b);

(s)	 adding a safe harbor correction 
method for Plan Sponsors that fail 
to provide a suspension of benefits 
notice to certain participants in a 
defined benefit plan, see Appendix 
section .10;

(t)	 revising certain VCP and Audit CAP 
procedures to include updated ref-
erences that reflect the expansion 
of SCP, the issuance of Rev.  Proc. 
2022‑40 and Rev. Proc. 2023‑37, and 
revised internal Employee Plans pro-
cedures; and

(u)	 making miscellaneous style changes, 
including (i) merging Appendix A and 
Appendix  B to Rev.  Proc. 2021‑30 
into a single Appendix; (ii) removing 
duplicative provisions; (iii) updating 
correction method examples by revis-
ing annual limits, contributions, and 
plan years; and (iv) reorganizing cer-
tain provisions.11

.03 Future enhancements and request 
for comments. (1) Future enhancements. 
It is expected that the Treasury Depart-
ment and the IRS will continue to update 
EPCRS. The Treasury Department and 
the IRS continue to invite further com-
ments on how to improve EPCRS. For 
information on how to submit comments, 
see section 16. 

(2) Request for comments on proposal 
for calculating Earnings. This revenue 
procedure currently provides that an allo-
cation or contribution made to correct 
a failure in a defined contribution plan 
should be adjusted for the earnings that 
would have been allocated or contributed 
to the participant’s account had the failure 
not occurred (from the date of the failure 
through the date of correction), and, for 
these corrections, this revenue procedure 
also provides that a Plan Sponsor may, 
but is not required to, adjust for losses. 
The Appendix provides for safe harbor 

methods for calculation of earnings for 
a correction of an Operational Failure in 
a defined contribution plan (in general, a 
corrective contribution or allocation that 
increases one or more employees’ account 
balances). The safe harbor methods do 
not apply to corrective distributions or 
reductions. The safe harbor methods are 
based on actual earnings of the applicable 
account, fund, or plan. However, section 
6.03(2) provides an exception stating that, 
under certain circumstances, if it is not 
feasible to make a reasonable estimate of 
what the actual investment results would 
have been, a reasonable interest rate may 
be used, and, for this purpose, the interest 
rate used by the Department of Labor’s 
Voluntary Fiduciary Correction Program 
(“VFCP”) Online Calculator (“DOL 
Online Calculator”)12 is deemed to be a 
reasonable interest rate. The DOL Online 
Calculator uses the section 6621(a)(2) 
and (c)(1) underpayment rates in effect 
during the time period of the failure and 
the corresponding factors from Rev. Proc. 
95‑17, 1995‑1 CB 556, which reflect daily 
compounding. The DOL Online Calcu-
lator uses the rate in section 6621(a)(2) 
if lost earnings do not exceed $100,000 
and the rate in section 6621(c)(1) if lost 
earnings exceed $100,000. The rate under 
section 6621(a)(2) is based on the Fed-
eral short‑term rate plus three percentage 
points, and the rate under section 6621(c)
(1) is the rate under section 6621(a)(2) 
plus two percentage points. 

In response to stakeholder suggestions, 
the Treasury Department and the IRS 
are considering ways to expand the use 
of the DOL Online Calculator to calcu-
late earnings. Expanded use of the DOL 
Online Calculator has the potential to 
reduce earnings calculation costs, com-
plexity, and uncertainty. However, the 
DOL Online Calculator rate of section 
6621(a)(2) may be too low as compared to 
average rates of return for private defined 
contribution plans over recent periods. 

8 This revenue procedure’s clarification that certain correction methods can be used for partial plan year failures was made after consideration of comments.
9 This revenue procedure’s extension of the safe harbor correction method so that it applies to failures with respect to after-tax employee contributions and terminated employees was made 
after consideration of comments.
10 This revenue procedure’s additional method for determining the missed ADP if all non-highly compensated employees have been excluded with respect to deferrals was made after con-
sideration of comments.
11 Several commenters requested stylistic changes, for example, the removal of duplicative provisions.
12 The DOL Online Calculator is found at: https://www.dol.gov/agencies/ebsa/employers-and-advisers/plan-administration-and-compliance/correction-programs/vfcp.
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Additionally, it would be inappropriate 
to permit Plan Sponsors to choose to cal-
culate earnings based on the DOL Online 
Calculator during periods of high returns 
and to use actual earnings during periods 
of low, or even negative, returns.

The Treasury Department and the IRS 
have developed a proposal that would 
require use of the DOL Online Calculator 
earnings assumption based on the under-
payment rate under section 6621(c)(1), 
which is higher than the rate under section 
6621(a)(2). Using the DOL Online Cal-
culator in a way that generates use of the 
higher underpayment rate requires some 
manipulation, but should not significantly 
increase costs, complexity, or uncertainty. 
The proposal also would impose an earn-
ings floor, as described in (b) below, with 
respect to correction methods that permit 
use of the safe harbor earnings calculation 
methods described in the Appendix.

Comments are requested on the follow-
ing specific proposals:

(a) Addition of another safe harbor 
method under Appendix section .14 for 
calculating earnings for a correction of an 
Operational Failure in a defined contribu-
tion plan (in general, a corrective contri-
bution or allocation that increases one or 
more employees’ account balances) which 
would permit the use of the underpayment 
rate described in section 6621(c)(1) (used 
in the DOL Online Calculator if lost earn-
ings exceed $100,000);13 and

(b) If this revenue procedure does not 
require a specific earnings method, addi-
tion of a requirement that the DOL Online 
Calculator underpayment rates (described 
in section 6621(a)(2) and (c)(1), as appli-
cable) must be used as a floor (a minimum 
amount of earnings) for determining the 
amount of earnings under all corrections 
of Operational Failures in defined contri-
bution plans (in general, corrective con-
tributions or allocations that increase one 
or more employees’ account balances), 
including when any other safe harbor 
method is used to determine the earnings.

Comments are also requested on 
whether the benefit restoration calcula-
tion method available under certain cir-

cumstances in section 6.03(2) should be 
revised to be consistent with the prior 
paragraph.

PART II. PROGRAM EFFECT, 
DEFINITIONS, AND ELIGIBILITY

SECTION 3. EFFECT OF EPCRS; 
RELIANCE

.01 Effect of EPCRS on retire-
ment plans. For a Qualified Plan, a Sec-
tion  403(b) Plan, a SEP Arrangement, 
or a SIMPLE IRA Plan, if the eligibility 
requirements of section 5 are satisfied 
and the Plan Sponsor corrects a failure in 
accordance with the applicable require-
ments of SCP in section 7, VCP in sec-
tion 9, or Audit CAP in section 12, the 
IRS will not treat the plan as failing to 
satisfy the requirements of section 401(a), 
403(b), 408(k), or 408(p), as applica-
ble, because of the failure. For example, 
if the Plan Sponsor corrects a failure in 
accordance with the requirements of this 
revenue procedure, the plan will not be 
treated as failing to satisfy section 401(a), 
403(b), 408(k), or 408(p), as applicable, 
for purposes of applying sections 3121(a)
(5) (FICA taxes) and 3306(b)(5) (FUTA 
taxes). 

.02 Compliance statement. If a Plan 
Sponsor or Eligible Organization receives 
a compliance statement under VCP, the 
compliance statement is binding upon 
the IRS and the Plan Sponsor or Eligible 
Organization as provided in section 9.08 
and 9.09.

.03 Excise and other taxes. See sec-
tion 6.15 for rules relating to excise and 
other taxes.

.04 Reliance. Taxpayers may rely on 
this revenue procedure, including the 
relief described in section 3.01.

SECTION 4. DEFINITIONS

The following definitions apply for 
purposes of this revenue procedure:

.01 Definitions for Qualified Plans. 
The definitions in this section 4.01 apply 
to Qualified Plans.

(1) Qualified Plan. The term “Qualified 
Plan” means a plan intended to satisfy the 
requirements of section 401(a) or 403(a). 

(2) Qualification Failure. The term 
“Qualification Failure” means any failure 
that adversely affects the qualification of 
a plan. There are four types of Qualifica-
tion Failures: (a) Plan Document Failures; 
(b) Operational Failures; (c) Demographic 
Failures; and (d) Employer Eligibility 
Failures. 

(a) Plan Document Failure. (i) In gen-
eral. The term “Plan Document Failure” 
means a plan provision (or the absence 
of a plan provision) that, on its face, vio-
lates the Qualification Requirements. A 
Plan Document Failure includes a fail-
ure to adopt an initial plan document, 
a Nonamender Failure, and an Interim 
Amendment Failure. 

A Plan Document Failure does not 
include a failure to adopt a discretion-
ary plan amendment by the plan amend-
ment deadline set forth in section 6.02 of 
Rev. Proc. 2022‑40 or sections 6.03 and 7 
of Rev. Proc. 2023‑37. A failure to adopt a 
discretionary plan amendment is an Oper-
ational Failure.

(ii) Specific definitions relating to Plan 
Document Failures:

(A) Qualification Requirements. The 
term “Qualification Requirements” means 
the requirements of sections 401(a) and 
403(a), including requirements provided 
by statute, in regulations, or in other guid-
ance published in the Internal Revenue 
Bulletin (“IRB”). Under this definition, 
a change in Qualification Requirements 
includes a change provided by statute, 
in regulations, or in other guidance pub-
lished in the IRB, that affects a require-
ment of section 401(a) or 403(a), without 
regard to whether the change results in a 
Disqualifying Provision or merely permits 
the adoption of a discretionary amend-
ment. See section 4.01(4) of Rev.  Proc. 
2022‑40 for individually designed plans 
and section 4.02(3) of Rev. Proc. 2023‑37 
for Pre‑approved Plans. 

(B) Disqualifying Provision. The term 
“Disqualifying Provision” means (a) a 
provision of a new plan, the absence of a 

13 Because the underpayment rate under section 6621(c)(1) must be used, correction amounts cannot merely be entered into the DOL Online Calculator to obtain the correct lost earnings. 
For the DOL Online Calculator to generate earnings using the interest rate under section 6621(c)(1), an artificial entry may need to be created. For example, the following data to create the 
artificial entry could be used: $100,000,000 in the “Principal” box, any date in the “Loss Date” box, and a date that is at least one year later in both the “Recovery Date” and “Final Payment 
Date” boxes. The “Amount Due” generated using the artificial data would be ignored when aggregating the earnings for the correction.
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provision from a new plan, or an amend-
ment to an existing plan that causes the 
plan to fail to satisfy the requirements of 
the Code applicable to the qualification of 
the plan as of the date the plan or amend-
ment is first made effective; (b) a plan 
provision that, pursuant to § 1.401(b)‑1(b)
(3), has been designated by the Commis-
sioner of the IRS, in guidance published 
in the IRB, as a disqualifying provision 
by reason of a change in those require-
ments; or (c) the absence from a plan of 
a provision required by (or, if applicable, 
integral to) a change in the qualification 
requirements of the Code. A Disqualify-
ing Provision also includes a provision 
designated by the IRS if it (i) results in the 
failure of the plan to satisfy the qualifica-
tion requirements of the Code by reason 
of a change in those requirements that 
is effective after December  31,  2001, or 
(ii) is integral to a Disqualifying Provi-
sion described in clause  (i). See section 
4.01(1) of Rev. Proc. 2022‑40 for individ-
ually designed plans and section 4.02(1) 
of Rev.  Proc. 2023‑37 for Pre‑approved 
Plans. 

(C) Interim Amendment Failure. The 
term “Interim Amendment Failure” means 
the failure to adopt an amendment to cor-
rect a Disqualifying Provision that results 
in the failure of a Pre‑approved Plan to 
satisfy a Qualification Requirement by 
reason of a change in that requirement, 
or an amendment that is integral to such 
Disqualifying Provision. See sections 
4.01(9) and 6.04 of Rev.  Proc. 2023‑37 
for the definition of Interim Amendment 
and requirements for Pre-approved Plans. 

The term also includes the failure 
to adopt an amendment required to be 
adopted in an individually designed 
plan before January  1,  2017 (or before 
February  1,  2017, for Cycle  A plans). 
See section 5.04 of Rev.  Proc. 2007‑44, 
2007‑2 CB 54, for the applicable date of 
adoption. 

(D) Nonamender Failure. The term 
“Nonamender Failure” means a failure to 
adopt an amendment that corrects a Dis-
qualifying Provision within the applicable 
remedial amendment period. See section 
5 of Rev. Proc. 2022‑40 for individually 
designed plans for the applicable reme-
dial amendment period and section 6 of 

Rev.  Proc. 2023‑37 for Pre‑approved 
Plans for the applicable remedial amend-
ment period.

For an individually designed plan, a 
Nonamender Failure includes the failure to 
timely amend for provisions that appear on 
applicable annual Required Amendments 
Lists, as described in section 7 of Rev. 
Proc. 2022‑40. See https://www.irs.gov/
retirement-plans/required-amendments- 
list.

(b) Operational Failure. The term 
“Operational Failure” means a failure that 
arises solely from the failure to follow 
plan provisions. For example, a failure 
to follow the terms of the plan providing 
for the satisfaction of the requirements of 
section 401(k) and (m) is considered an 
Operational Failure.

A plan does not have an Operational 
Failure to the extent the plan is permitted 
to be amended retroactively to reflect the 
plan’s operations (for example, pursu-
ant to section 401(b)). In the situation in 
which a Plan Sponsor timely adopted an 
amendment and the plan was not oper-
ated in accordance with the terms of such 
amendment, the plan is considered to have 
an Operational Failure.

(c) Demographic Failure. The term 
“Demographic Failure” means a failure to 
satisfy the requirements of section 401(a)
(4), 401(a)(26), or 410(b) that is not an 
Operational Failure or an Employer Eligi-
bility Failure.

(d) Employer Eligibility Failure. The 
term “Employer Eligibility Failure” means 
the adoption of a plan intended to include 
a qualified cash or deferred arrangement 
under section 401(k) by an employer that 
fails to satisfy the employer eligibility 
requirements to establish a section 401(k) 
plan. An Employer Eligibility Failure 
is not a Plan Document, Operational, or 
Demographic Failure. 

(3) Excess Amount; Excess Allocation; 
Overpayment; Inadvertent Benefit Over-
payment. (a) Excess Amount. The term 
“Excess Amount” means a Qualification 
Failure due to a contribution, allocation, 
or similar credit that is made on behalf 
of a participant or beneficiary to a plan in 
excess of the maximum amount permitted 
to be contributed, allocated, or credited 
on behalf of the participant or beneficiary 

under the terms of the plan or that exceeds 
a limitation on contributions or alloca-
tions provided in the Code or regulations. 
Excess Amounts include:

(i) an elective deferral or after-tax 
employee contribution that is in excess 
of the maximum contribution under the 
plan;14

(ii) a contribution made in excess of the 
limitation under section 415;

(iii) an elective deferral in excess of the 
limitation of section 402(g) and, if appli-
cable, an additional elective deferral in 
excess of the limitation of section 414(v);

(iv) an excess contribution or excess 
aggregate contribution under section 
401(k) or (m); and

(v) a contribution that is made with 
respect to compensation in excess of the 
limitation of section 401(a)(17).

However, an Excess Amount does not 
include a contribution, allocation, or other 
credit that is made pursuant to a correc-
tion method provided under this revenue 
procedure for a different Qualification 
Failure. Excess Amounts are limited to 
contributions, allocations, or annual addi-
tions under a defined contribution plan, 
after-tax employee contributions to a 
defined benefit plan, and contributions or 
allocations that are to be made to a sepa-
rate account (with actual Earnings) under 
a defined benefit plan. 

(b) Excess Allocation. The term 
“Excess Allocation” means an Excess 
Amount for which the Code or regula-
tions do not provide any corrective mech-
anism. Excess Allocations include Excess 
Amounts as defined in section 4.01(3)(a)
(i), (ii), and (v).

(c) Overpayment. The term “Overpay-
ment” means a payment made to a plan par-
ticipant or beneficiary (the “Overpayment 
recipient”) that exceeded the amount pay-
able to the Overpayment recipient under 
the terms of the plan or that exceeded a 
limitation provided in the Code or regu-
lations. An Overpayment also includes a 
payment made before a distribution is per-
mitted under the Code or under the terms 
of the plan. However, an Overpayment 
does not include a payment that is made 
pursuant to a correction method provided 
under this revenue procedure for a differ-
ent Qualification Failure. For example, a 

14 The term elective deferral includes a designated Roth contribution, and the term after-tax employee contribution does not include a designated Roth contribution.
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corrective distribution to correct a section 
415(c) failure would not be considered an 
Overpayment.

(d) Inadvertent Benefit Overpayment. 
The term “Inadvertent Benefit Overpay-
ment” means an Overpayment that occurs 
due to an Eligible Inadvertent Failure. 
However, an Inadvertent Benefit Over-
payment does not include an Overpayment 
made to a disqualified person as defined in 
section 4975(e)(2) or an owner-employee 
as defined in section 401(c)(3).

(4) Maximum Payment Amount. The 
term “Maximum Payment Amount” 
means a monetary amount that is approxi-
mately equal to the tax the IRS could col-
lect upon plan disqualification and is the 
sum for the open taxable years of the:

(a) tax on the trust (Form 1041, U.S. 
Income Tax Return for Estates and Trusts) 
(and any interest or penalties applicable to 
the trust return);

(b) additional income tax resulting 
from the loss of employer deductions for 
plan contributions (and any interest or 
penalties applicable to the Plan Sponsor’s 
return);

(c) additional income tax resulting 
from income inclusion for participants 
in the plan (Form 1040, U.S. Individual 
Income Tax Return), including the tax on 
plan distributions that have been rolled 
over to other qualified trusts (as defined 
in section 402(c)(8)(A)) or eligible retire-
ment plans (as defined in section 402(c)
(8)(B)) and any interest or penalties appli-
cable to the participants’ returns;

(d) in the case of any participant loan 
that did not comply with the requirements 
of section 72(p)(2), the tax the IRS could 
collect as a result of the loan not being 
excluded from gross income under section 
72(p)(2); and

(e) any other tax that results from a 
Qualification Failure that would apply but 
for correction under this revenue proce-
dure. 

(5) Plan Sponsor. The term “Plan 
Sponsor” means the employer that estab-
lishes or maintains a Qualified Plan for its 
employees.

(6) Transferred Assets. The term 
“Transferred Assets” means plan assets 
that were received, in connection with 
a corporate merger, acquisition, or other 
similar employer transaction, by the 
plan in a transfer (including a merger 

or consolidation of plan assets) under 
section 414(l) from a plan sponsored 
by an employer that was not a member 
of the same controlled group as the Plan 
Sponsor immediately prior to the corpo-
rate merger, acquisition, or other similar 
employer transaction. If a transfer of plan 
assets related to the same employer trans-
action is accomplished through several 
transfers, then the date of the transfer is 
the date of the first transfer. 

(7) Pre-approved Plan. The term 
“Pre‑approved Plan” means a plan that 
has received an opinion letter under 
Rev.  Proc. 2023‑37, or a predecessor or 
successor revenue procedure, and that is 
made available by a Pre‑approved Plan 
provider for adoption by eligible employ-
ers. See section 4.01(14) of Rev.  Proc. 
2023‑37. 

.02 Definitions for Section  403(b) 
Plans. The definitions in this section 4.02 
apply to Section  403(b) Plans. For Sec-
tion  403(b) Plans, the definitions under 
Rev.  Proc. 2008‑50, 2008‑35 IRB 464, 
apply to failures that occurred in taxable 
years beginning before January 1, 2009.

(1) Section 403(b) Plan. The term 
“Section  403(b) Plan” means a plan or 
program intended to satisfy the require-
ments of section 403(b). 

(2) Section 403(b) Failure. The term 
“Section 403(b) Failure” means a failure 
that adversely affects the exclusion from 
income of a participant’s benefit under 
a Section  403(b) Plan. There are four 
types of Section 403(b) Failures: (a) Plan 
Document Failures; (b) Operational Fail-
ures; (c) Demographic Failures; and (d) 
Employer Eligibility Failures. 

(a) Plan Document Failure. (i) In gen-
eral. The term “Plan Document Failure” 
means a plan provision (or the absence 
of a plan provision) that, on its face, vio-
lates any of the Section  403(b) Require-
ments. A Plan Document Failure includes 
a failure to adopt an initial plan document, 
a Nonamender Failure, and an Interim 
Amendment Failure.

(ii) Specific definitions relating to Plan 
Document Failures:

(A) Section  403(b) Requirements. 
The term “Section 403(b) Requirements” 
means the requirements of section 403(b), 
including the requirements provided in 
the Code, and in regulations or other 
guidance published in the IRB. Under 

this definition, a change in Section 403(b) 
Requirements includes a statutory, regula-
tory, or other guidance change that affects 
a requirement of section 403(b), with-
out regard to whether the change results 
in a Form Defect or merely permits the 
adoption of a discretionary amendment. 
See section 4.03 of Rev.  Proc. 2023‑37 
for Pre‑approved Plans and section 4.01 
of Rev.  Proc. 2022‑40 for individually 
designed plans.

(B) Form Defect. The term “Form 
Defect” means (a) a provision of a new 
plan, the absence of a provision from a new 
plan, or an amendment to an existing plan 
that causes the form of the Section 403(b) 
Plan to fail to satisfy the Section  403(b) 
Requirements applicable as of the date the 
plan or amendment is first made effective; 
(b) a plan provision that: (i) results in the 
failure of the form of the Section 403(b) 
Plan to satisfy the Section 403(b) Require-
ments by reason of a change in those 
requirements; (ii) is integral to a Form 
Defect described in (i); or (c) the absence 
from a plan of a provision required by (or, 
if applicable, integral to a change in) the 
Section  403(b) Requirements within the 
applicable remedial amendment period. 
See section 4.01 of Rev. Proc. 2022‑40 for 
individually designed plans and section 
4.03 of Rev.  Proc. 2023‑37 for Pre‑ap-
proved Plans.

For a form defect first occurring before 
July  1,  2020, see Rev.  Proc. 2019‑39, 
2019‑42 IRB 945. A Form Defect as 
defined above differs from the defini-
tion of form defect first occurring before 
July 1, 2020.

(C) Interim Amendment Failure. The 
term “Interim Amendment Failure” means 
the failure to adopt an amendment to cor-
rect a Form Defect that results in the fail-
ure of a Pre‑approved Plan to satisfy a Sec-
tion  403(b) Requirement, as applicable, 
by reason of a change in that requirement, 
or an amendment that is integral to that 
Form Defect. See section 7 of Rev. Proc. 
2023‑37 for Interim Amendment require-
ments for Pre‑approved Plans. 

(D) Nonamender Failure. The term 
“Nonamender Failure” means a failure 
to adopt an amendment that corrects a 
Form Defect within the applicable reme-
dial amendment period set forth in section 
6.02 of Rev. Proc. 2022‑40 for an individ-
ually designed plan or sections 6.03 and 7 
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of Rev. Proc. 2023‑37 for a Pre‑approved 
Plan.

For an individually designed plan, a 
Nonamender Failure includes the fail-
ure to timely amend for provisions that 
appear on the Required Amendments 
List, as described in section 7 of Rev. 
Proc. 2022‑40. See https://www.irs.gov/ 
retirement-plans/required-amendments-
list.

A Plan Document Failure does not 
include a failure to adopt a discretion-
ary plan amendment by the plan amend-
ment deadline set forth in section 6.02 of 
Rev. Proc. 2022‑40 or sections 6.03 and 7 
of Rev. Proc. 2023‑37.

(b) Operational Failure. The term 
“Operational Failure” means a Sec-
tion 403(b) Failure (other than an Employer 
Eligibility Failure) that arises solely from 
the failure to follow plan provisions. For 
example, a failure to follow the terms of 
the plan providing for the satisfaction of 
the requirements of section 403(b)(12)(ii)
(A) (relating to the availability of elective 
deferral contributions) and section 401(m) 
(as applied to Section 403(b) Plans pursu-
ant to section 403(b)(12)(A)(i)) is an Oper-
ational Failure. A plan does not have an 
Operational Failure to the extent the plan 
is permitted to be amended retroactively to 
reflect the plan’s operations. 

(c) Demographic Failure. The term 
“Demographic Failure” means a failure to 
satisfy the requirements of section 401(a)
(4), 401(a)(26), or 410(b) (as applied to 
Section  403(b) Plans pursuant to section 
403(b)(12)(A)(i)) that is not an Opera-
tional Failure or an Employer Eligibility 
Failure. 

(d) Employer Eligibility Failure. The 
term “Employer Eligibility Failure” 
means the adoption of a plan intended 
to satisfy the requirements of section 
403(b) by a Plan Sponsor that is not (i) 
an employer described in section 501(c)
(3) that is exempt from tax under section 
501(a); (ii) a public educational organiza-
tion described in section 170(b)(1)(A)(ii) 
that is a State, a political subdivision of a 
State, or an agency or instrumentality of 
any one or more of the foregoing; or (iii) 
a self-employed minister described in sec-
tion 414(e)(5)(A) or an employer of the 
minister. An Employer Eligibility Failure 

is not a Plan Document, Operational, or 
Demographic Failure.

(3) Excess Amount; Excess Allocation. 
(a) Excess Amount. The term “Excess 
Amount” means a contribution, alloca-
tion, or other credit that is made on behalf 
of a participant or beneficiary to a plan in 
excess of the maximum amount permitted 
to be contributed, allocated, or credited 
on behalf of the participant or beneficiary 
under the terms of the plan or that exceeds 
a limitation on contributions provided in 
the Code or regulations. The term “Excess 
Amount” includes:

(i) an elective deferral or after-tax 
employee contribution that is in excess of 
the maximum contribution under the plan;15

(ii) a contribution made in excess of the 
limitation under section 415;

(iii) an elective deferral in excess of the 
limitation of section 402(g) and, if appli-
cable, an additional elective deferral in 
excess of the limitation of section 414(v);

(iv) an excess aggregate contribution 
under section 401(m); and

(v) a contribution that is made with 
respect to compensation in excess of the 
limitation of section 401(a)(17).

A contribution is not an Excess Amount 
(or a Section 403(b) Failure) if that contri-
bution is treated as maintained in a sepa-
rate section 403(c) account in accordance 
with the rules in the regulations under 
sections 403(b) and 415. A contribution 
in excess of the limitations described in 
the preceding paragraph that is not treated 
as maintained in a separate section 403(c) 
account in accordance with the rules set 
forth in regulations under section 403(b) 
is an Excess Amount.

However, an Excess Amount does not 
include a contribution, allocation, or other 
credit that is made pursuant to a correc-
tion method provided under this revenue 
procedure for a different Section  403(b) 
Failure. 

(b) Excess Allocation. The term “Excess 
Allocation” means a Section 403(b) Fail-
ure that is an Excess Amount for which 
the Code or regulations do not provide any 
corrective mechanism. Excess Allocations 
include Excess Amounts as defined in sec-
tion 4.02(3)(a)(i) and (v).

(4) Overpayment; Inadvertent Benefit 
Overpayment. (a) Overpayment. The term 

“Overpayment” means a payment made to 
a recipient (the “Overpayment recipient”) 
that exceeded the amount payable to the 
Overpayment recipient under the terms 
of the plan or that exceeded a limitation 
provided in the Code or regulations. An 
Overpayment also includes a payment 
made before a distribution is permitted 
under the Code or under the terms of the 
plan. However, an Overpayment does not 
include a payment that is made pursuant 
to a correction method provided under 
this revenue procedure for a different Sec-
tion 403(b) Failure. 

(b) Inadvertent Benefit Overpayment. 
The term “Inadvertent Benefit Overpay-
ment” means an Overpayment that occurs 
due to an Eligible Inadvertent Failure. 
However, an Inadvertent Benefit Over-
payment does not include an Overpay-
ment made to a disqualified person as 
defined in section 4975(e)(2). 

(5) Maximum Payment Amount. The 
term “Maximum Payment Amount” 
means a monetary amount that is approx-
imately equal to the tax the IRS could 
collect as a result of the Section  403(b) 
Failure and is the sum for the open taxable 
years of the:

(a) additional income tax resulting 
from income inclusion for employees or 
other participants (as reported on Form 
1040), including the tax on distributions 
that have been rolled over to other qual-
ified trusts (as defined in section 402(c)
(8)(A)) or eligible retirement plans (as 
defined in section 402(c)(8)(B)) and any 
interest or penalties applicable to the par-
ticipants’ returns; and

(b) any other tax that results from a 
Section  403(b) Failure that would apply 
but for correction under this revenue pro-
cedure. 

(6) Plan Sponsor. The term “Plan 
Sponsor” means the employer that offers a 
Section 403(b) Plan to its employees.

(7) Pre‑approved Plan. The term 
“Pre‑approved Plan” means a plan that 
has received an opinion letter under 
Rev.  Proc. 2023‑37, or a predecessor or 
successor revenue procedure, and that is 
made available by a Pre‑approved Plan 
provider for adoption by eligible employ-
ers. See section 4.01(14) of Rev.  Proc. 
2023‑37.

15 The term elective deferral includes a designated Roth contribution, and the term after-tax employee contribution does not include a designated Roth contribution.
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.03 Definitions for Orphan Plans. 
The definitions in this section 4.03 apply 
to Orphan Plans.

(1) Orphan Plan. The term “Orphan 
Plan” means any Qualified Plan or Sec-
tion 403(b) Plan with respect to which an 
“Eligible Party” (defined in section 4.03(2)) 
has determined that the Plan Sponsor (a) no 
longer exists, (b) cannot be located, or (c) is 
unable to maintain the plan. 

However, the term “Orphan Plan” 
does not include any plan subject to title I 
of ERISA that is terminated pursuant 
to 29  CFR  2578.1 of the Department of 
Labor regulations governing the termi-
nation of abandoned individual account 
plans.

(2) Eligible Party. The term “Eligible 
Party” means:

(a) A court-appointed representative 
with authority to terminate the plan and 
dispose of the plan’s assets;

(b) In the case of an Orphan Plan 
under investigation by the Department of 
Labor, a person or entity determined by 
the Department of Labor to have accepted 
responsibility for terminating the plan and 
distributing the plan’s assets; or

(c) In the case of a Qualified Plan to 
which title I of ERISA has never applied, 
a surviving spouse who is the sole benefi-
ciary of a plan that provided benefits to a 
participant who was (i) the sole owner of 
the business that sponsored the plan and 
(ii) the only participant in the plan. 

.04 Earnings. The term “Earnings” 
refers to the adjustment of a principal 
amount to reflect subsequent investment 
gains and losses, unless otherwise pro-
vided in a specific section of this revenue 
procedure. 

.05 IRA. The term “IRA” means an 
individual retirement account (as defined 
in section 408(a)) or an individual retire-
ment annuity (as defined in section 
408(b)).

.06 Definitions for SEP Arrange-
ments. The definitions in this section 4.06 
apply to SEP Arrangements.

(1) SEP Arrangement. The term “SEP 
Arrangement” means a plan intended to 
satisfy the requirements of section 408(k). 
For purposes of this revenue procedure, 
the term SEP Arrangement also includes 
a Salary Reduction Simplified Employee 
Pension (“SARSEP”) described in section 
408(k)(6). 

(2) SEP Arrangement Failure. The 
term “SEP Arrangement Failure” means 
a failure that adversely affects the exclu-
sion from income of a participant’s benefit 
under a SEP Arrangement as provided by 
section 408(k).

(3) Plan Sponsor. The term “Plan 
Sponsor” means the employer that offers a 
SEP Arrangement to its employees.

.07 Definitions for SIMPLE IRA 
Plans. The definitions in this section 4.07 
apply to SIMPLE IRA Plans.

(1) SIMPLE IRA Plan. The term “SIM-
PLE IRA Plan” means a plan intended to 
satisfy the requirements of section 408(p). 

(2) SIMPLE IRA Plan Failure. The 
term “SIMPLE IRA Plan Failure” means 
a failure that adversely affects the exclu-
sion from income of a participant’s benefit 
in a SIMPLE IRA as provided by section 
408(p). 

(3) Plan Sponsor. The term “Plan 
Sponsor” means the employer that offers a 
SIMPLE IRA Plan to its employees.

.08 Under Examination. (1) Under 
Examination. The term “Under Examina-
tion” describes the following situations: 
(a) a plan that is under an Employee Plans 
examination (that is, an examination of a 
Form 5500 series or other Employee Plans 
examination); (b) a Plan Sponsor that is 
under an Exempt Organizations exam-
ination (that is, an examination of a Form 
990 series or other Exempt Organizations 
examination); or (c) a plan that is under 
investigation by the Criminal Investiga-
tion division of the IRS.

(2) Employee Plans examination. 
(a) Notification. A plan that is under an 
Employee Plans examination includes 
any plan for which the Plan Sponsor, 
or an authorized representative, has 
received verbal or written notification 
from Employee Plans of an impending 
Employee Plans examination, or of an 
impending referral for an Employee Plans 
examination, and also includes any plan 
that has been under an Employee Plans 
examination and is in Appeals or in liti-
gation for issues raised in an Employee 
Plans examination. 

(b) Aggregation. A plan is considered to 
be Under Examination if it is aggregated, 
for purposes of satisfying the nondiscrim-
ination requirements of section 401(a)(4), 
the minimum coverage requirements of 
section 410(b), or the requirements of sec-

tion 403(b)(12)(A)(i), with any plan that 
is Under Examination. In addition, a plan 
is considered to be Under Examination 
with respect to a failure of a qualification 
requirement (other than those described 
in the preceding sentence) if the plan is 
aggregated with another plan for purposes 
of satisfying that qualification requirement 
(for example, section 401(a)(30), 415, or 
416) and that other plan is Under Exam-
ination. For example, assume Plan A has 
a section 415 failure, Plan A is aggregated 
with Plan B only for purposes of section 
415, and Plan B is Under Examination. In 
this case, Plan A is considered to be Under 
Examination with respect to the section 
415 failure. However, if Plan A has a fail-
ure relating to the spousal consent rules 
under section 417 or the vesting rules of 
section 411, Plan  A is not considered to 
be Under Examination with respect to the 
section 417 or 411 failure. For purposes 
of this revenue procedure, the term aggre-
gation does not include consideration of 
benefits provided by various plans for pur-
poses of the average benefits test set forth 
in section 410(b)(2).

(c) Application for determination. 
An Employee Plans examination also 
includes a case in which a Plan Sponsor 
has submitted any Form 5300 (Appli-
cation for Determination for Employee 
Benefit Plan), Form 5307 (Application for 
Determination for Adopters of Modified 
Nonstandardized Pre‑approved Plans), 
or Form 5310 (Application for Deter-
mination for Terminating Plan) and the 
Employee Plans agent notifies the Plan 
Sponsor, or an authorized representa-
tive, of possible failures, whether or not 
the Plan Sponsor is officially notified of 
an “examination.” This would include a 
case where, for example, a Plan Sponsor 
has applied for a determination letter on 
plan termination, and an Employee Plans 
agent notifies the Plan Sponsor that there 
are partial termination concerns. In addi-
tion, if, during the review process, the 
agent requests additional information that 
indicates the existence of a failure not 
previously identified by the Plan Spon-
sor, the plan is considered to be under an 
Employee Plans examination. If, in such 
a case, the determination letter request 
under review is subsequently withdrawn, 
the plan is nevertheless considered to be 
under an Employee Plans examination for 
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purposes of eligibility under SCP and VCP 
with respect to those issues raised by the 
agent reviewing the determination letter 
application. The fact that a Plan Sponsor 
voluntarily submits a determination letter 
application does not constitute a volun-
tary identification of a failure to the IRS. 
In order to be eligible for VCP, the Plan 
Sponsor (or the authorized representative) 
must identify each failure, in writing, to 
the reviewing agent before the agent rec-
ognizes the existence of the failure or 
addresses the failure in communications 
with the Plan Sponsor (or the authorized 
representative).

(3) Exempt Organization examination. 
A Plan Sponsor that is under an Exempt 
Organizations examination includes any 
Plan Sponsor that has received (or whose 
authorized representative has received) 
verbal or written notification from Exempt 
Organizations of an impending Exempt 
Organizations examination or of an 
impending referral for an Exempt Orga-
nizations examination and also includes 
any Plan Sponsor that has been under an 
Exempt Organizations examination and is 
now in Appeals or in litigation for issues 
raised in an Exempt Organizations exam-
ination.

.09 Eligible Inadvertent Failure. The 
term “Eligible Inadvertent Failure” means 
a Qualification Failure, Section  403(b) 
Failure, SEP Arrangement Failure, or SIM-
PLE IRA Plan Failure that occurs despite 
the existence of practices and procedures 
that satisfy the standards set forth in section 
7.02. An Eligible Inadvertent Failure does 
not include any failure that is egregious, 
relates to the diversion or misuse of plan 
assets, or is directly or indirectly related to 
an abusive tax avoidance transaction. See 
section 5.06, 5.07, and 5.08.

SECTION 5. PROGRAM 
ELIGIBILITY

.01 EPCRS Programs. (1) SCP. 
Except as otherwise provided in this sec-
tion 5 and section 7.03, and subject to the 
requirements in sections 7 and 8, SCP is 
available to correct Eligible Inadvertent 
Failures in Qualified Plans, Section 403(b) 
Plans, SEP Arrangements, and SIMPLE 
IRA Plans.

(2) VCP. Unless otherwise provided 
in this section 5, VCP is available to cor-

rect most failures in Qualified Plans, Sec-
tion  403(b) Plans, SEP Arrangements, 
and SIMPLE IRA Plans. Generally, as 
provided in section 6.15, matters subject 
to excise or other taxes are ineligible for 
VCP. Failures in a fully insured defined 
benefit plan that is described in section 
412(e)(3) are generally not eligible for 
VCP.

(3) Audit CAP. Unless otherwise pro-
vided in this section 5, Audit CAP is avail-
able for the correction of Qualified Plans, 
Section 403(b) Plans, SEP Arrangements, 
and SIMPLE IRA Plans for most failures 
found Under Examination that have not 
been corrected in accordance with SCP 
or VCP. Generally, as provided in section 
6.15, matters subject to excise or other 
taxes are ineligible for Audit CAP. Fail-
ures in a fully insured defined benefit plan 
that is described in section 412(e)(3) are 
generally not eligible for Audit CAP.

(4) Eligibility of other arrangements. 
The IRS may extend EPCRS to other 
arrangements. 

(5) Appropriate use of programs. In 
a particular case, the IRS may decline to 
make available one or more correction 
programs under EPCRS in the interest of 
sound tax administration. 

.02 Effect of examination. In gen-
eral, if the plan or Plan Sponsor is Under 
Examination, SCP and VCP are not avail-
able. However, certain Eligible Inadver-
tent Failures that are Operational Failures 
may be corrected under SCP, as permitted 
in section 8, even if the plan or Plan Spon-
sor is Under Examination.

.03 Availability of correction for a 
terminated plan. Correction of Qualifi-
cation Failures, Section  403(b) Failures, 
SEP Arrangement Failures, and SIMPLE 
IRA Plan Failures in a terminated plan 
may be made under VCP or Audit CAP, 
even if the plan trust or contract is no lon-
ger in existence. As provided in sections 
7 and 8, certain Eligible Inadvertent Fail-
ures may be corrected under SCP. 

.04 Availability of correction for an 
Orphan Plan. A failure in an Orphan Plan 
that is terminating may be corrected under 
VCP or Audit CAP if the party acting on 
behalf of the plan is an Eligible Party, 
as defined in section 4.03(2). SCP is not 
available for correcting failures in Orphan 
Plans. In the case of a terminating Orphan 
Plan, the IRS may, in its discretion, waive 

the user fee. In such a case, the submission 
must include a request for a waiver of the 
user fee. See section 10.04(14).

.05 Availability of correction for sec-
tion 457(b) plans. The IRS will accept 
submissions relating to section 457(b) 
plans on a provisional basis outside of 
EPCRS through standards that are similar 
to those that apply with respect to VCP 
filings under sections 9 and 10, as appli-
cable, including procedures for filing a 
submission on the Pay.gov website. The 
availability of correction is generally lim-
ited to plans that are sponsored by govern-
mental entities described in section 457(e)
(1)(A). In the case of a section 457(b) 
plan that is an unfunded deferred compen-
sation plan established for the benefit of 
top hat employees of a tax-exempt entity 
described in section 457(e)(1)(B), the IRS 
generally will not enter into an agreement 
to address problems associated with such 
a plan. However, the IRS may consider 
a submission for such a plan where, for 
example, the plan was erroneously estab-
lished to benefit the entity’s non-highly 
compensated employees, and the plan has 
been operated in a manner that is similar 
to a Qualified Plan. 

.06 Egregious failures. (1) In general. 
Egregious failures include: (a) a plan that 
has consistently and improperly covered 
only highly compensated employees; (b) a 
plan that provides more favorable benefits 
for an owner of the employer, based on a 
purported collective bargaining agreement 
where there has in fact been no good faith 
bargaining between bona fide employee 
representatives and the employer (see 
Notice  2003‑24, 2003‑1  CB  853, with 
respect to good faith bargaining and wel-
fare benefit funds); or (c) a defined con-
tribution plan where a contribution is 
made on behalf of a highly compensated 
employee that is several times greater than 
the dollar limit set forth in section 415(c). 

(2) SCP. SCP is not available to correct 
failures that are egregious.

(3) VCP. VCP is available to cor-
rect egregious failures. However, the 
IRS reserves the right to impose a sanc-
tion that may be larger than the user fee 
described in Rev.  Proc. 2026‑4 (and its 
annual successors). For this purpose, an 
egregious failure would include any case 
in which the IRS concludes that the par-
ties controlling the plan recognized that 
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the action taken would constitute a failure 
and the failure either involves a substan-
tial number of participants or beneficiaries 
or involves participants who are predomi-
nantly highly compensated employees. 

(4) Audit CAP. Audit CAP is available 
to correct egregious failures. 

.07 Diversion or misuse of plan 
assets. SCP, VCP, and Audit CAP are not 
available to correct failures relating to the 
diversion or misuse of plan assets. 

.08 Abusive tax avoidance transac-
tions. (1) Effect on EPCRS Programs. (a) 
SCP. If the plan or the Plan Sponsor has 
been a party to an abusive tax avoidance 
transaction, SCP is not available to correct 
any failure that is directly or indirectly 
related to the abusive tax avoidance trans-
action. 

(b) VCP. If the IRS determines that a 
plan or Plan Sponsor was, or may have 
been, a party to an abusive tax avoidance 
transaction, then the matter will be dis-
cussed and coordinated with appropriate 
IRS personnel. The IRS may determine 
that the plan or the Plan Sponsor has been 
a party to an abusive tax avoidance trans-
action, and that the failures addressed in 
the VCP submission are related to that 
transaction. In those situations, the IRS 
will conclude the review of the submis-
sion without issuing a compliance state-
ment and will refer the case for exam-
ination. However, if the IRS determines 
that the plan failures are unrelated to the 
abusive tax avoidance transaction or that 
no abusive tax avoidance transaction 
occurred, then the IRS will permit the 
VCP submission to address the failures 
identified in the VCP submission and may 
issue a compliance statement with respect 
to those failures. In no event may a com-
pliance statement be relied on for the pur-
pose of concluding that the plan or Plan 
Sponsor was not a party to an abusive tax 
avoidance transaction. In addition, even 
if it is concluded that the failures can be 
addressed pursuant to a VCP submission, 
the IRS reserves the right to make a refer-
ral of the abusive tax avoidance transac-
tion matter for examination. 

(c) Audit CAP and SCP (for plans 
Under Examination). For plans Under 
Examination, if the IRS determines that 
the plan or Plan Sponsor was, or may have 
been, a party to an abusive tax avoidance 
transaction, the matter may be discussed 

and coordinated with appropriate IRS per-
sonnel. With respect to plans Under Exam-
ination, an abusive tax avoidance transac-
tion includes a transaction described in 
section 5.08(2) and any other transaction 
that the IRS determines was designed to 
facilitate the impermissible avoidance of 
tax. Upon receiving a response from the 
appropriate IRS personnel, (i) if the IRS 
determines that a failure is related to the 
abusive tax avoidance transaction, the IRS 
reserves the right to conclude that neither 
Audit CAP nor SCP is available for that 
failure, or (ii) if the IRS determines that 
satisfactory corrective actions have not 
been taken with regard to the transaction, 
the IRS reserves the right to conclude that 
neither Audit CAP nor SCP is available to 
the plan.

(2) Abusive tax avoidance transaction 
defined. For purposes of this section 5.08 
(except to the extent otherwise provided in 
section 5.08(1)(c)), an abusive tax avoid-
ance transaction means any listed transac-
tion under § 1.6011‑4(b)(2) and any other 
transaction identified as an abusive trans-
action, including transactions identified 
on the IRS website entitled “Employee 
Plans abusive tax transactions.” 

PART III. CORRECTION 
PRINCIPLES AND RULES OF 
GENERAL APPLICABILITY 

SECTION 6. CORRECTION 
PRINCIPLES AND RULES OF 
GENERAL APPLICABILITY

.01 Correction principles; rules of 
general applicability. The general cor-
rection principles in section 6.02 and rules 
of general applicability in section 6.03 
through 6.19 apply for purposes of this 
revenue procedure. See section 6.16 for 
specific rules applicable to Section 403(b) 
Plans and section 6.17 for specific rules 
applicable to SEP Arrangements and 
SIMPLE IRA Plans.

.02 Correction principles. Correc-
tion should be accomplished taking into 
account the following principles: 

(1) Full correction. Generally, a failure 
is not corrected unless full correction is 
made with respect to all participants and 
beneficiaries, and for all taxable years, 
whether or not the taxable year is closed. 
Correction is determined by taking into 

account the terms of the plan at the time 
of the failure. 

(2) Restoration of benefits. The cor-
rection method should restore the plan 
to the position it would have been in had 
the failure not occurred, including resto-
ration of current and former participants 
and beneficiaries to the benefits and rights 
they would have had if the failure had not 
occurred. 

(3) Use of reasonable and appropri-
ate correction method. The correction 
should be reasonable and appropriate for 
the failure. Depending on the nature of 
the failure, there may be more than one 
reasonable and appropriate correction for 
the failure. Whether any particular correc-
tion method is reasonable and appropriate 
is determined by taking into account the 
applicable facts and circumstances and the 
principles in this section 6. 

(4) Appendix safe harbor correction 
methods are deemed reasonable and 
appropriate. The Appendix includes 
safe harbor correction methods for Oper-
ational Failures relating to Qualified 
Plans. To the extent a failure listed in 
the Appendix could occur under a Sec-
tion  403(b) Plan, a SEP Arrangement, 
or a SIMPLE IRA Plan, the correction 
method listed for such failure may sim-
ilarly be used to correct the failure. Any 
correction method permitted under the 
Appendix is deemed to be a reasonable 
and appropriate method of correcting 
the failure. If a plan has a different but 
analogous failure to one set forth in the 
Appendix (such as the failure to provide 
a matching contribution by a govern-
mental plan that is not subject to section 
401(m)), then the analogous correction 
method under the Appendix is generally 
available to correct the failure.

(5) Consistency. Generally, if more 
than one correction method is available 
to correct a type of failure for a plan year 
(or if there are alternative ways to apply a 
correction method), the correction method 
(or one of the alternative ways to apply the 
correction method) should be applied con-
sistently in correcting all failures of that 
type for that plan year. Similarly, Earn-
ings adjustment methods generally should 
be applied consistently with respect to 
corrective contributions or allocations for 
a particular type of failure for a plan year. 
In the case of a group submission, the con-
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sistency requirement applies on a plan-by-
plan basis.

(6) Use of existing method. The cor-
rection method should, to the extent pos-
sible, resemble one already provided for 
in the Code, regulations, or other guidance 
of general applicability. For example, 
for Qualified Plans and Section  403(b) 
Plans, the correction method set forth in 
§  1.402(g)‑1(e)(2) would be the typical 
means of correcting a failure under sec-
tion 402(g).

(7) No EPCRS correction if the failure 
is correctible under statute or regulations. 
Generally, the correction programs are not 
available to correct failures that can be 
corrected under the Code and related reg-
ulations. For example, as a general rule, a 
Plan Document Failure that is a Disqual-
ifying Provision for which the remedial 
amendment period under section 401(b) 
has not expired can be corrected under 
provisions of the Code through retroactive 
remedial amendment.

(8) No correction that violates other 
statutory requirements. The correction 
method must not violate another appli-
cable requirement of section 401(a) or 
403(b) (for example, section 401(a)(4), 
411(d)(6), or 403(b)(12), as applicable), 
section 408(k) for SEP Arrangements, or 
section 408(p) for SIMPLE IRA Plans, or 
a parallel requirement in Part 2 of Subti-
tle B of title I of ERISA (for plans that are 
subject to Part 2 of Subtitle B of title I of 
ERISA). If an additional failure is created 
as a result of the use of a correction method 
in this revenue procedure, then that failure 
also must be corrected in conjunction with 
the use of that correction method and in 
accordance with the requirements of this 
revenue procedure. 

(9) Retention of assets in the plan. The 
correction method should keep plan assets 
in the plan, except to the extent the Code, 
regulations, or other guidance of general 
applicability provides for correction by 
distribution to participants or beneficia-
ries or by return of assets to the employer. 
For example, if an Excess Allocation (not 
in excess of the section 415 limits) made 
under a Qualified Plan was made for a par-
ticipant under a plan (other than a section 
401(k) plan), the excess should be reallo-
cated to other participants or, depending 

on the facts and circumstances, used to 
reduce future employer contributions. 

(10) Nondiscrimination. The correc-
tion method for failures relating to non-
discrimination should provide benefits 
for non-highly compensated employees. 
For example, for Qualified Plans, the 
correction method set forth in § 1.401(a)
(4)‑11(g) (rather than methods making use 
of the special testing provisions set forth in 
§  1.401(a)(4)‑8 or 1.401(a)(4)‑9)) would 
be the typical means of correcting a failure 
to satisfy nondiscrimination requirements. 
Similarly, the correction of a failure to sat-
isfy the requirements of section 401(k)(3) 
or 401(m)(2) solely by distributing excess 
amounts to highly compensated employ-
ees would not be the typical means of cor-
recting such a failure. 

(11) Use of other government agency 
correction methods. (a) In general. If 
a correction method is one that another 
government agency has authorized with 
respect to a violation of legal require-
ments within its interpretive authority and 
that correction relates to a failure to which 
this revenue procedure applies, then the 
IRS generally will take the correction 
method of the other governmental agency 
into account for purposes of this revenue 
procedure. 

(b) Correction of ERISA fiduciary 
standards under VFCP. In the case of 
a violation of the fiduciary standards 
imposed by Part 4 of Subtitle B of title I of 
ERISA, correction under the Department 
of Labor’s VFCP for a fiduciary violation 
that relates to a similar failure under this 
revenue procedure would generally be 
taken into account as correction under this 
revenue procedure.

.03 Special exceptions to full correc-
tion. (1) In general. Except in rare circum-
stances, a failure must be fully corrected. 
The mere fact that correction is incon-
venient or burdensome is not enough to 
relieve a Plan Sponsor of the need to make 
full correction. However, full correction 
may not be required in certain situations 
if it is unreasonable or not feasible. Even 
in these situations, the correction method 
adopted must be one that does not have 
significant adverse effects on participants 
and beneficiaries or the plan, and that does 
not discriminate significantly in favor 

of highly compensated employees. The 
exceptions described in section 6.03(2) 
through (7) are examples of situations in 
which full correction is not required.

(2) Reasonable estimates. If either (a) it 
is possible to make a precise calculation of 
the amount to be restored but the probable 
difference between an approximate calcu-
lation and the precise calculation of the 
amount needed to restore a participant’s 
or beneficiary’s benefits is insignificant 
and the administrative cost of determin-
ing precise restoration would significantly 
exceed the probable difference or (b) it 
is not possible to make a precise calcu-
lation (for example, if it is impossible to 
provide plan data), reasonable estimates 
may be used in calculating appropriate 
correction. If it is not feasible to make 
a reasonable estimate of what the actual 
investment results would have been, a rea-
sonable interest rate may be used. For this 
purpose, the interest rate used by the DOL 
Online Calculator is deemed to be a rea-
sonable interest rate.

(3) Delivery of small benefits. If the 
total corrective distribution due a par-
ticipant or beneficiary is $75 or less, the 
Plan Sponsor is not required to make the 
corrective distribution if the reasonable 
direct costs of processing and delivering 
the distribution to the participant or ben-
eficiary would exceed the amount of the 
distribution. This section 6.03(3) does not 
apply to corrective contributions. Correc-
tive contributions are required to be made 
with respect to a current or former partic-
ipant, without regard to the amount of the 
corrective contributions. 

(4) Recovery of small Overpayments 
and Inadvertent Benefit Overpayments. If 
the total amount of an Inadvertent Benefit 
Overpayment due to a section 401(a)(17), 
415, or 436 failure (or an Overpayment 
that is not an Inadvertent Benefit Over-
payment) to a recipient is $250 or less, 
the Plan Sponsor is not required to seek 
the return of the payment from the recip-
ient or to make a corrective contribution 
to the plan. Also, the Plan Sponsor is not 
required to notify the recipient that the 
payment of $250 or less is ineligible for 
favorable tax treatment accorded to distri-
butions from the plan (and, specifically, is 
ineligible for tax-free rollover).16

16 See section 6.12(1)(c)(i) for rules relating to the notification requirements for favorable rollover treatment of an Inadvertent Benefit Overpayment in excess of $250 due to a failure other 
than a section 401(a)(17) or 415 failure.
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(5) Small Excess Amounts. If the total 
amount of an Excess Amount with respect 
to the benefit of a participant or benefi-
ciary is $250 or less, the Plan Sponsor is 
not required to distribute or forfeit such 
Excess Amount.

(6) Locating lost participants. Reason-
able actions must be taken to find all cur-
rent and former participants and benefi-
ciaries to whom benefits are due, but who 
have not been located after a mailing to the 
last known address. The use of a commer-
cial locator service that holds itself out as 
a finder of lost persons for compensation 
using information from a database main-
tained by a consumer reporting agency (as 
defined in 15 U.S.C.  § 1681a(f)) will be 
deemed to satisfy the requirement to take 
reasonable actions. A Plan Sponsor will 
not be considered to have failed to correct 
a failure due to the inability to locate an 
individual if reasonable actions to locate 
the individual have been undertaken in 
accordance with this paragraph; provided 
that, if the individual is later located, the 
benefits are provided to the individual at 
that time.

(7) Orphan Plans. The IRS retains the 
discretion to determine under VCP and 
Audit CAP whether full correction will 
be required with respect to a terminat-
ing Orphan Plan. See section 6.14(2) for 
Orphan Plan corrections. 

.04 Correction for exclusion of 
employees with respect to elective defer-
rals or after-tax employee contribu-
tions. If a Qualified Plan, Section 403(b) 
Plan, SEP Arrangement, or SIMPLE 
IRA Plan has an Operational Failure that 
consists of excluding an employee who 
should have been eligible to make an 
elective deferral or an after-tax employee 
contribution, the employer is permitted 
to make certain contributions on behalf 
of the excluded employee. Generally, the 
employer should contribute to the plan 
on behalf of the excluded employee an 
amount that makes up for the value of the 
lost opportunity for the employee to have 
a portion of the employee’s compensation 
contributed to the plan and accumulated 
with earnings tax deferred in the future. 
Specific methods and examples to cor-
rect this failure are provided in Appendix 
section .05, including methods that do not 
require corrective contributions to make 
up for the lost opportunity.

The correction principle regarding 
making up for the value of an employ-
ee’s lost opportunity and the methods and 
examples in the Appendix apply solely 
to the correction for excluding employ-
ees and does not extend to other failures. 
The examples in the Appendix do not, for 
example, extend to the correction of a fail-
ure to satisfy a nondiscrimination test such 
as the actual deferral percentage (ADP) 
test pursuant to section 401(k)(3) or the 
actual contribution percentage (ACP) test 
pursuant to section 401(m)(2).

.05 Correction of an Employer Eli-
gibility Failure. (1) General correction. 
The permitted correction of an Employer 
Eligibility Failure is the cessation of all 
contributions under the plan, including 
elective deferrals and after-tax employee 
contributions. If corrected under SCP, a 
Plan Sponsor must cease all contributions 
to the plan as soon as reasonably practi-
cable after the failure is identified, but no 
later than the last day of the sixth month 
following the date the failure is identi-
fied. If corrected under VCP, the cessation 
must occur no later than the date the sub-
mission under VCP is filed. The assets in 
such a plan are retained in the trust, annu-
ity contract, or custodial account until 
they can be distributed. Distribution may 
not be made earlier than the occurrence of 
one of the applicable distribution events, 
for example, for Section 403(b) Plans, an 
event described in section 403(b)(7) (to 
the extent the assets are held in custodial 
accounts) or section 403(b)(11) (for those 
assets invested in annuity contracts that 
would be subject to section 403(b)(11) 
restrictions if the employer were eligible). 

(2) Exception. If a Plan Sponsor sub-
sequently becomes eligible to maintain 
the plan, cessation of contributions is not 
required (for example, with respect to a 
tax-exempt employer that may maintain 
a section 401(k) plan after 1996). In the 
case of a Section 403(b) Failure that is an 
Employer Eligibility Failure, correction 
may include treating contributions as not 
being excluded under section 403(b) (and 
thus the contributions would be treated 
as having been contributed, for example, 
to an annuity contract to which section 
403(c) applies). 

(3) Correction of other failures. A 
plan that is corrected under this section 
is treated as subject to all of the require-

ments and provisions of section 401(a) for 
a Qualified Plan, section 403(b) for a Sec-
tion 403(b) Plan, section 408(k) for a SEP 
Arrangement, and section 408(p) for a 
SIMPLE IRA Plan (including Code provi-
sions relating to rollovers). Therefore, the 
Plan Sponsor must also correct any other 
failures affecting the plan in accordance 
with this revenue procedure.

(4) Rollover treatment. If correction is 
made in accordance with the requirements 
of this section 6.05, then any rollover made 
from the plan pursuant to a distributable 
event is deemed to have been made from 
an eligible retirement plan (as defined in 
section 402(c)(8)(B)) for the purpose of 
determining whether any amount qualifies 
as an eligible rollover distribution under 
section 402(c) (including the determina-
tion of whether there were excess contri-
butions that are subject to the section 4973 
excise tax).

.06 Correction of a Demographic 
Failure. The correction of a Demographic 
Failure generally requires a corrective 
amendment to the plan adding more ben-
efits or increasing existing benefits (see 
§  1.401(a)(4)‑11(g)). A Demographic 
Failure that is corrected using a method 
other than a method set forth in § 1.401(a)
(4)‑11(g) may not be corrected under SCP 
(for example, a demographic failure under 
section 401(a)(4) may not be corrected by 
using a special testing provision set forth 
in § 1.401(a)(4)‑8 or 1.401(a)(4)‑9, or by 
providing benefits primarily to short-ser-
vice or low-paid employees). 

.07 Correction by plan amendment. 
(1) In general. A Plan Sponsor may cor-
rect Plan Document, Demographic, and 
Operational Failures by plan amendment 
in accordance with requirements under 
section 6.06 and this section 6.07. As pro-
vided in section 7, certain failures may not 
be corrected by a plan amendment under 
SCP.

(2) Operational Failure. (a) Retroac-
tive amendments to conform to prior oper-
ations. (i) In general. A Plan Sponsor may 
amend a plan to conform the terms of the 
plan to the plan’s prior operations, pro-
vided that the amendment complies with 
applicable Code requirements (including 
the requirements of sections 401(a)(4), 
410(b), 411(d)(6), 403(b)(12), 415, and 
436, as applicable). See Appendix section 
.13 for examples of Operational Failures 
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corrected by plan amendment to conform 
the terms of the plan to the plan’s prior 
operations.

(ii) Retroactive amendments generally 
must be more favorable. A Plan Sponsor 
may amend a plan to conform the terms 
of the plan to the plan’s prior operations 
if the retroactive plan amendment results 
in a benefit, right, or feature that is more 
favorable for an employee, participant, or 
beneficiary. 

(iii) Retroactive amendments that are 
not more favorable. An Operational Fail-
ure generally may not be corrected by a 
retroactive plan amendment that con-
forms the terms of the plan to the plan’s 
prior operations in a manner that is less 
favorable for an employee, participant, or 
beneficiary than the terms of the written 
plan document before the retroactive plan 
amendment. However, in limited circum-
stances, such a plan amendment may be 
permitted under VCP or Audit CAP.

A retroactive amendment that is not 
more favorable is permitted to correct an 
Operational Failure if, at the time the rele-
vant language was effective in the written 
plan document, the Plan Sponsor and the 
employees, participants, and beneficiaries 
had the same understanding and expecta-
tion of the plan’s terms, but the language 
in the written plan document did not 
reflect those terms. The Plan Sponsor has 
the burden of proving to the IRS, through 
clear and convincing documentary evi-
dence, that the retroactive amendment 
implements the Plan Sponsor’s, employ-
ees’, participants’, and beneficiaries’ 
understanding of the plan terms.

The following are examples of docu-
ments (including electronic documents) 
that may be used to provide clear and 
convincing evidence: (a) current and prior 
plan documents, including any amend-
ments; (b) current and prior summary 
plan descriptions (SPDs); (c) current and 
prior employee handbooks; (d) collective 
bargaining agreements (CBAs) in effect 
during the period of failure; (e) corre-
spondence with accountants, third-party 
administrators, actuaries, and attorneys 
relating to the plan’s design and opera-
tion; (f) emails or memos distributed to 
employees relating to plan benefits during 
the period of failure; (g) employment 
offers made during the period of failure; 
(h) slide decks or other written presenta-

tions for employees; (i) employee news-
letters; (j) enrollment forms; (k) benefit 
distribution forms; (l) documents, written 
communications, or correspondence pro-
vided or made available to plan partici-
pants, beneficiaries, or employees; and 
(m) documentation of relevant corporate 
action (for example, board resolutions).

The Plan Sponsor is required to dis-
close any documents provided to employ-
ees, participants, or beneficiaries during 
the entire period of failure that are incon-
sistent with the retroactive plan amend-
ment and to make a representation that 
no other inconsistent documents exist. If 
inconsistent documents have been pro-
vided to employees, participants, or ben-
eficiaries, the Plan Sponsor may not be 
able to satisfy the clear and convincing 
evidence standard. If no inconsistent doc-
uments have been provided to employees, 
participants, or beneficiaries, the Plan 
Sponsor is required to make a representa-
tion to that effect.

Consistent operation of a plan by a Plan 
Sponsor in a manner inconsistent with the 
written plan document does not, by itself, 
establish that the terms of the written plan 
document were drafted incorrectly, nor 
does a failure of employees, participants, 
or beneficiaries to question benefits or 
plan operations prove employee, partici-
pant, or beneficiary expectations. The IRS 
will not consider affidavits to be clear and 
convincing evidence that the terms of a 
written plan document were drafted incor-
rectly.

As provided in section 6.19, any com-
pliance statement or closing agreement 
issued by the IRS does not preclude indi-
viduals from exercising their rights under 
title I of ERISA to recover plan benefits to 
which they are entitled. 

(b) Corrective action. A Plan Sponsor 
may adopt a plan amendment to reflect 
corrective action. For example, if the plan 
failed to satisfy the ADP test required 
under section 401(k)(3) of the Code and 
the Plan Sponsor must make QNECs 
not already provided for under the plan, 
the plan may be amended to provide for 
QNECs.

(3) Plan Document Failure. (a) Interim 
Amendment Failure. A corrective amend-
ment for an Interim Amendment Failure 
will be treated as if it had been adopted 
timely for the purpose of determining the 

availability of the remedial amendment 
period in Rev. Proc. 2007‑44 for an indi-
vidually designed plan and Rev.  Proc. 
2023‑37 for a Pre‑approved Plan. If cor-
rected under SCP, the amendment must 
have been adopted within the time period 
set forth in section 7.05.

(b) Nonamender Failure. A correc-
tive amendment for a Nonamender Fail-
ure will be treated as if it had been timely 
adopted during the applicable remedial 
amendment period. If corrected under 
SCP, the amendment must have been 
adopted within the time period set forth in 
section 7.05.

(c) Initial plan adoption. A Plan Spon-
sor may not use SCP to correct a Plan 
Document Failure consisting of a failure 
to initially adopt a written plan under 
section 401(a), 403(a), 403(b), 408(k), 
or 408(p), including the failure to adopt 
a written Section  403(b) Plan timely in 
accordance with §  1.403(b)‑3(b)(3) and 
Notice 2009‑3, 2009‑2 IRB 250. A failure 
to initially adopt a written plan does not 
include a failure in which (A) employees 
of an employer are participating in a plan 
established by a Plan Sponsor, and (B) the 
employer has not adopted the plan as a 
participating employer.

(4) Corrective amendments to Pre-ap-
proved Plans. (a) Effect of corrective 
amendment. Generally, a Plan Sponsor 
that is an adopter of a Pre‑approved Plan 
may amend its plan to correct a Qualifica-
tion Failure or a Section 403(b) Failure as 
otherwise permitted under the provisions 
of this section 6. If a corrective amend-
ment is not included in an adoption agree-
ment, basic plan document, or single plan 
document at the time an opinion or advi-
sory letter is issued with respect to a plan, 
then adopting such a corrective amend-
ment would cause the Plan Sponsor to lose 
reliance on the plan’s opinion or advisory 
letter, except in the limited circumstances 
provided in section 6.07(4)(b). 

(b) Exception for certain amendments. 
In the case of a Pre‑approved Plan, the 
adoption of a plan provision required 
to correct a failure under VCP or Audit 
CAP that is not included in the adoption 
agreement, basic plan document, or sin-
gle plan document will not cause the Plan 
Sponsor to lose its reliance on the plan’s 
opinion or advisory letter, provided that: 
(i) the corrective amendment would oth-
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erwise be permitted under the rules for 
Pre‑approved Plans, as applicable, and 
(ii) no other modification has been made 
to the plan that would cause the plan to 
lose its reliance on the opinion or advisory 
letter. If these conditions are satisfied, the 
Plan Sponsor may continue to rely on the 
plan’s opinion or advisory letter. In addi-
tion, the adoption of the corrective amend-
ment will not cause the Pre‑approved Plan 
to lose its eligibility to remain within the 
remedial amendment cycle provided for 
in Rev. Proc. 2023‑37, as modified, on a 
continuing basis until the expiration of the 
next remedial amendment cycle described 
in section 5 of Rev.  Proc. 2023‑37, as 
modified. 

.08 Correction of a failure to obtain 
spousal consent in a Qualified Plan sub-
ject to sections 401(a)(11) and 417. (1) 
In general. A failure to obtain spousal 
consent may be corrected by Plan Spon-
sor notification to the affected participant 
and spouse (that is, the spouse to whom 
the participant was married at the time of 
the distribution), so that either the spouse 
can provide spousal consent to the distri-
bution actually made or the participant 
may repay the distribution and receive a 
qualified joint and survivor annuity.

(2) Alternative correction methods 
when spousal consent is not obtained. A 
Plan Sponsor must ensure that a spouse, 
upon distribution, receives the benefit the 
spouse is entitled to under sections 401(a)
(11) and 417. Appendix section .07 pro-
vides alternative correction methods and 
examples of these alternative methods. 

.09 Principles regarding corrective 
allocations, corrective contributions, 
and corrective distributions for defined 
contribution plans. (1) Corrective allo-
cations or corrective contributions. (a) In 
general. A corrective allocation or cor-
rective contribution should be based upon 
the terms of the plan and other applica-
ble information at the time of the failure 
(including the compensation that would 
have been used under the plan for the 
period with respect to which a corrective 
allocation or corrective contribution is 
being made), and it should be adjusted for 
Earnings and forfeitures that would have 
been allocated to the participant’s account 
if the failure had not occurred (from the 
date of the failure through the date of 
correction). However, a corrective allo-

cation or corrective contribution may, but 
is not required to, be adjusted for losses. 
Accordingly, a corrective allocation or 
corrective contribution must include gains 
and may be adjusted for losses. For safe 
harbor methods and additional informa-
tion, see Appendix section .14, Earnings 
Adjustment Methods.

(b) Annual additions and deductions. A 
corrective allocation or corrective contri-
bution to a participant’s account because 
of a failure to make a required allocation 
or contribution in a prior limitation year 
is not considered an annual addition with 
respect to the participant for the limita-
tion year in which the correction is made. 
Instead, it is considered an annual addition 
for the limitation year to which the correc-
tive allocation or corrective contribution 
relates. However, the normal rules of sec-
tion 404, regarding deductions, apply. 

(c) Source of funds. A corrective allo-
cation or corrective contribution should 
come only from employer nonelective 
contributions (including forfeitures if the 
plan permits their use to reduce employer 
contributions). For purposes of correcting 
a failed ADP or ACP test, any amounts 
used to fund QNECs must satisfy the defi-
nition of a QNEC in § 1.401(k)‑6.

(2) Corrective distributions. A cor-
rective distribution should be adjusted 
for Earnings from the date of the failure 
through the date of correction (determined 
without regard to any Code provision 
that permits a corrective distribution to 
be made at a later date). Any corrective 
distribution from a plan must be properly 
reported. 

.10 Principles regarding corrective 
contributions and corrective distri-
butions for defined benefit plans. (1) 
Corrective distributions. A corrective 
distribution for an individual should be 
increased to take into account the delayed 
payment, in accordance with the plan’s 
provisions for actuarial equivalence (after 
considering the applicable requirements of 
sections 417(e)(3) and 415(b) or any other 
applicable provision) that were in effect 
on the date that the distribution should 
have been made. The term “plan’s provi-
sions for actuarial equivalence” means the 
actuarial assumptions, as defined under 
the plan for optional forms of payment not 
subject to section 417(e), and applies to all 
corrective payments regardless of whether 

the form of payment is subject to section 
417(e). An accumulation of the correc-
tive distribution(s) for delayed payment 
should be based on compound interest. 
A corrective distribution is not subject to 
the requirements of section 417(e)(3) if it 
is made to make up for missed payments 
with respect to a benefit that is not subject 
to the requirements of section 417(e)(3). 
Any corrective distributions from the plan 
must be properly reported.

(2) Corrective contributions for section 
436(b), (c), or (e) failures. (a) In general. 
In the case of a single-employer defined 
benefit plan, a payment of benefits that 
fails to satisfy the requirements of sec-
tion 436(b), (c), or (e) can be corrected by 
the Plan Sponsor (including another per-
son acting on behalf of the Plan Sponsor) 
making a contribution to the plan equal to 
the following amount (with interest up to 
the date of the contribution): (i) in the case 
of a failure to satisfy section 436(b) with 
respect to an unpredictable contingent 
event benefit, the amount described in sec-
tion 436(b)(2) with respect to that benefit; 
(ii) in the case of a failure to satisfy sec-
tion 436(c) with respect to an amendment, 
the amount described in section 436(c)(2) 
with respect to that amendment; and (iii) 
in the case of a failure to satisfy section 
436(e), the amount described in section 
436(e)(2) with respect to that failure. See 
also section 6.12 for correction of an Inad-
vertent Benefit Overpayment that exceeds 
the limitations imposed by section 436(b), 
(c), (d), or (e).

(b) Plan subject to section 436 at time 
of corrective action. A corrective distri-
bution or a corrective amendment is not 
subject to the requirements of section 436, 
but, if the plan is subject to a restriction 
pursuant to section 436 at the time of the 
correction, generally the Plan Sponsor 
must make a contribution to the plan at 
the time of the correction in the follow-
ing amount: (i) if a corrective distribution 
is made in a single-sum payment or other 
prohibited payment (as defined in section 
436(d)(5)) at a time when the plan is sub-
ject to a restriction pursuant to section 
436(d), the Plan Sponsor must generally 
contribute to the plan the amount of that 
corrective distribution (but only half of the 
corrective distribution must be contrib-
uted if the payment is made at a time when 
the plan is subject to a restriction pursuant 
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to section 436(d)(3)); and (ii) if a correc-
tive amendment is made at a time when 
the plan is subject to a restriction pursuant 
to section 436(c), the Plan Sponsor must 
generally contribute to the plan an amount 
equal to the increase in the funding tar-
get of the plan (as defined in section 430) 
attributable to that amendment. No contri-
bution is required to be made under this 
paragraph if the corrective distribution 
is made in a form that is not a prohibited 
payment (for example, if the correction is 
made by actuarially increasing future pay-
ments that are made in a form that is not a 
prohibited payment).

(c) Treatment of contribution for sec-
tion 436. Any contribution made by the 
Plan Sponsor pursuant to section 6.10(2)
(b) is treated in the same manner as a 
“section 436 contribution” (as defined in 
§  1.436‑1(j)(7)). Thus, the contribution 
is treated as separate from a minimum 
required contribution under section 430 
and is disregarded in determining the 
amount added to a prefunding balance 
under section 430(f)(6). See § 1.436‑1(f)
(2) generally for rules relating to section 
436 contributions. 

.11 Special rules relating to Excess 
Amounts and Excess Allocations. (1) 
Tax treatment and reporting of Excess 
Amounts in Qualified Plans and Sec-
tion  403(b) Plans. A distribution of an 
Excess Amount is not eligible for the 
favorable tax treatment accorded to dis-
tributions from Qualified Plans or Sec-
tion  403(b) Plans (such as eligibility for 
tax-free rollover). Thus, for example, if 
such a distribution was contributed to an 
IRA, the contribution is not a valid roll-
over contribution for purposes of deter-
mining the amount of excess contribu-
tions (within the meaning of section 4973) 
to the individual’s IRA. A distribution of 
an Excess Amount is generally treated 
in the manner described in section 3 of 
Rev. Proc. 92‑93, 1992‑2 CB 505 (relat-
ing to the corrective disbursement of elec-
tive deferrals). The distribution must be 
reported on Form 1099‑R (Distributions 
From Pensions, Annuities, Retirement 
or Profit-Sharing Plans, IRAs, Insurance 
Contracts, etc.) for the year of distribu-
tion with respect to each participant or 
beneficiary receiving such a distribution. 
Except as otherwise provided in sec-
tion 6.03(5) with respect to recovery of 

small Excess Amounts where an Excess 
Amount has been or is being distributed, 
the Plan Sponsor must notify the recipi-
ent that (a) an Excess Amount has been 
or will be distributed and (b) the Excess 
Amount is not eligible for favorable tax 
treatment accorded to distributions from 
an eligible retirement plan, as defined in 
section 402(c)(8)(B) (and, specifically, is 
not eligible for rollover).

(2) Correction of Excess Allocations in 
Qualified Plans. (a) In general. An Excess 
Allocation is corrected in accordance with 
the Reduction of Account Balance Cor-
rection Method set forth in this section 
6.11(2). Under this method, the account 
balance of an employee who received 
an Excess Allocation is reduced by the 
Excess Allocation (adjusted for Earnings).

(b) Reallocation of employer contri-
butions. If the Excess Allocation would 
have been allocated to other employees in 
the year of the failure had the failure not 
occurred, then that amount (adjusted for 
Earnings) is reallocated to those employ-
ees in accordance with the plan’s alloca-
tion formula. If the improperly allocated 
amount would not have been allocated to 
other employees absent the failure, that 
amount (adjusted for Earnings) is placed 
in a separate account that is not allocated 
on behalf of any participant or beneficiary 
(an unallocated account) established for 
the purpose of holding Excess Alloca-
tions, adjusted for Earnings, to be used 
to reduce employer contributions (other 
than elective deferrals) in the current year 
or succeeding year. While such amounts 
remain in the unallocated account, the 
employer is not permitted to make con-
tributions to the plan other than elective 
deferrals.

(c) Elective deferrals or after-tax 
employee contributions. Excess Alloca-
tions that are attributable to elective defer-
rals or after-tax employee contributions 
(adjusted for Earnings) must be distrib-
uted to the participant in accordance with 
section 6.11(1).

(d) Ordering rule for correction of 
a section 415 Excess Allocation. If an 
Excess Allocation resulting from a vio-
lation of section 415 consists of annual 
additions attributable to both (i) employer 
contributions and (ii) elective deferrals 
or after-tax employee contributions, then 
the correction of the Excess Allocation 

is completed by first distributing the 
unmatched employee’s after-tax contri-
butions (adjusted for Earnings) and then 
the unmatched employee’s elective defer-
rals (adjusted for Earnings). If any excess 
remains and is attributable to either elec-
tive deferrals or after-tax employee con-
tributions that are matched, the excess is 
apportioned first to after-tax employee 
contributions with the associated match-
ing employer contributions and then to 
elective deferrals with the associated 
matching employer contributions. Any 
matching contribution or nonelective 
employer contribution (adjusted for Earn-
ings) which constitutes an Excess Allo-
cation is then forfeited and placed in an 
unallocated account established for the 
purpose of holding Excess Allocations to 
be used to reduce employer contributions 
in the current year and succeeding year. 
Such unallocated account is adjusted for 
Earnings. While such amounts remain in 
the unallocated account, the employer is 
not permitted to make contributions (other 
than elective deferrals) to the plan. A 
safe harbor correction method for a non-
vested, non-highly compensated former 
employee is set forth in Appendix section 
.08(2).

(e) Qualification. An Excess Allo-
cation that is corrected pursuant to this 
paragraph is disregarded for purposes of 
sections 402(g) and 415, the ADP test of 
section 401(k)(3), and the ACP test of sec-
tion 401(m)(2). 

(3) Correction of Excess Allocations in 
Section 403(b) Plans. Excess Allocations 
that are attributable to elective deferrals or 
after-tax employee contributions (adjusted 
for Earnings) exceeding plan limits, or 
employer contributions exceeding section 
401(a)(17) limits, must be distributed to 
the participant (and the distribution must 
be treated in accordance with section 
6.11(1)) or be placed in a section 403(c) 
separate account in accordance with sec-
tion 6.16(2).

.12 Inadvertent Benefit Overpay-
ments and other Overpayments. (1) 
Inadvertent Benefit Overpayments. (a) In 
general. An Inadvertent Benefit Overpay-
ment that does not occur due to a section 
401(a)(17), 415, or 436 failure generally 
does not require any corrective payment 
to maintain compliance with the appli-
cable provisions of section 401(a) or 
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403(b).17 However, a Plan Sponsor is not 
precluded under this revenue procedure 
from seeking recoupment or from making 
corrective contributions under the correc-
tion methods set forth in section 6.12(3).18 
A Plan Sponsor that wishes to continue 
payments in a manner that is inconsistent 
with the plan’s terms must adopt a plan 
amendment as set forth in section 6.12(3) 
reflecting past and future operation of the 
plan.

(b) Section  415, 401(a)(17), or 436 
Inadvertent Benefit Overpayments. With 
respect to a section 401(a)(17), 415, or 436 
failure that occurs as a result of an Inad-
vertent Benefit Overpayment to a recipi-
ent, to the extent the Inadvertent Benefit 
Overpayment is not recouped on behalf of 
the plan from the recipient, in accordance 
with section 6.12(3)(b), the Plan Sponsor 
or another person must make a corrective 
payment under the same circumstances as 
required under section 6.12(2) for the cor-
rection of an Overpayment that is not an 
Inadvertent Benefit Overpayment, or, as 
applicable, under section 6.10 for correc-
tion of a section 436 failure. 

(c) Rollover treatment of Inadvertent 
Benefit Overpayments. (i) Inadvertent 
Benefit Overpayment not due to a section 
401(a)(17) or 415 failure. The portion of 
a rolled-over Inadvertent Benefit Over-
payment that is not due to a section 401(a)
(17) or 415 failure for which recoupment 
is not sought is treated as an eligible roll-
over distribution under section 402(c)(12) 
if the payment would have been an eligi-
ble rollover distribution but for being an 
Inadvertent Benefit Overpayment.

The portion of an Inadvertent Benefit 
Overpayment for which recoupment is 
sought that is not returned to the originat-
ing plan is not treated as an eligible roll-
over distribution. The Plan Sponsor must 
notify the recipient that any unreturned 
portion of the Inadvertent Benefit Over-
payment is not eligible for favorable tax 
treatment accorded to distributions from 
an eligible retirement plan, as defined in 
section 402(c)(8)(B) (and, specifically, 
is not eligible for tax-free rollover). The 
notice provided to the recipient regarding 

tax treatment of the unreturned portion of 
the overpayment may be combined with a 
recoupment request.

(ii) Rollover treatment of a section 
401(a)(17) or 415 Inadvertent Benefit 
Overpayment. The portion of an Inad-
vertent Benefit Overpayment for which 
recoupment is sought that is not returned 
to the originating plan is not treated as 
an eligible rollover distribution under 
section 402(c)(12). For purposes of this 
rule, an Inadvertent Benefit Overpayment 
occurring as a result of a section 401(a)
(17) or 415 failure is treated as an Inad-
vertent Benefit Overpayment for which 
recoupment is sought. Accordingly, if, on 
behalf of a plan, the Plan Sponsor does not 
recoup from a recipient a rolled-over Inad-
vertent Benefit Overpayment that occurs 
as a result of a section 401(a)(17) or 415 
failure, the Inadvertent Benefit Overpay-
ment is not treated as an eligible rollover 
distribution. The Plan Sponsor must notify 
the recipient that any portion of the Inad-
vertent Benefit Overpayment not returned 
to the plan is not eligible for favorable tax 
treatment accorded to distributions from 
an eligible retirement plan, as defined in 
section 402(c)(8)(B) (and, specifically, 
is not eligible for tax-free rollover). The 
notice provided to the recipient regarding 
tax treatment of the unreturned portion of 
the overpayment may be combined with a 
recoupment request.

(iii) Treatment for transfer to originat-
ing plan for any Inadvertent Benefit Over-
payment. If an Inadvertent Benefit Over-
payment is rolled over from an originating 
plan to a second plan, then the amount 
that is transferred back to the originating 
plan (after recoupment was sought) is 
treated both as an eligible rollover distri-
bution from the originating plan and as an 
eligible rollover distribution transferred 
back to the originating plan under section 
402(c)(12). Thus, without regard to plan 
terms, the originating plan is treated as 
permitting the transfer back of the Inad-
vertent Benefit Overpayment as an eligi-
ble rollover distribution, and the transfer 
from the second plan is treated as an eligi-
ble rollover distribution.

(2) Overpayments that are not Inadver-
tent Benefit Overpayments. (a) In general. 
An Overpayment that is not an Inadvertent 
Benefit Overpayment must be corrected in 
accordance with the rules set forth in sec-
tion 6.12(2) and (3). Except as provided in 
section 6.03(4) with respect to the recov-
ery of small Overpayments, to the extent 
the amount of an Overpayment is not 
corrected in accordance with the methods 
under section 6.12(3), depending upon the 
requirements of the correction method, 
the Plan Sponsor or another person may 
be required to contribute the uncorrected 
amount to the plan adjusted for Earnings 
at the plan’s earnings rate from the date of 
distribution to the date of the correction.

(b) Rollover treatment. Except as pro-
vided in section 6.03(4) with respect to 
the recovery of small Overpayments and 
Inadvertent Benefit Overpayments, the 
Plan Sponsor must notify the recipient in 
writing that the Overpayment is not eligi-
ble for favorable tax treatment accorded to 
distributions from an eligible retirement 
plan, as defined in section 402(c)(8)(B) 
(and, specifically, is not eligible for tax-
free rollover).

(3) Correction Methods. (a) Correction 
by Plan amendment. Subject to the con-
ditions set forth in section 6.07 (which 
permits correction by plan amendment), a 
Plan Sponsor may adopt an amendment to 
reflect past payments made under the plan 
and to continue the same amount of ben-
efits in the future. As provided in section 
6.07, the amendment must meet applicable 
Code requirements. Thus, for example, an 
amendment to increase benefit payments 
that results in a violation of section 401(a)
(17) or 415 is not permitted. 

(b) Repayment to plan by recipient. 
A Plan Sponsor may seek recoupment 
from an Overpayment recipient and may 
use the safe harbor methods described in 
Appendix section .09(2).19

(c) Repayment by recipient in absence 
of a distributable event in a defined con-
tribution plan. To the extent an Inadver-
tent Benefit Overpayment or Overpay-
ment results solely from a distribution 
of a recipient’s benefit under the plan in 

17 Certain failures may require a corrective payment if the Inadvertent Benefit Overpayment results in another failure, such as (a) a payment due to an incorrect allocation of a profit-sharing 
contribution that results in benefit underpayments to others, or (b) restoration of an impermissible forfeiture in accordance with section 411.
18 Section 206(h) of ERISA may preclude or limit the Plan Sponsor from recoupment.
19 Section 206(h) of ERISA may limit a Plan Sponsor’s ability to seek recoupment.
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the absence of a distributable event, but 
the Inadvertent Benefit Overpayment or 
Overpayment was otherwise determined 
in accordance with the terms of the plan, 
any amount returned to the plan by the 
recipient is allocated to the recipient’s 
account. 

(d) Funding exception method and con-
tribution credit method for defined benefit 
plans. If the applicable requirements are 
satisfied, Plan Sponsors of defined ben-
efit plans may use the funding exception 
method or the contribution credit method 
described in Rev. Proc. 2021‑30, Appen-
dix B, section 2.05. However, these cor-
rection methods may not be applied with 
respect to Inadvertent Benefit Overpay-
ments or Overpayments associated with a 
failure to satisfy a statutory limit (includ-
ing sections 401(a)(17), 415(b), and 436) 
or with Overpayments made to a disqual-
ified person (as defined in section 4975(e)
(2)) or an owner-employee (as defined in 
section 401(c)(3)).

(e) Other correction methods. Other 
appropriate correction methods may be 
used. Any other correction method used 
must satisfy the correction principles of 
section 6 and any other applicable rules in 
this revenue procedure.

(f) Unallocated account in a quali-
fied defined contribution plan. Except as 
provided in section 6.12(3)(c), a repaid 
Overpayment, adjusted for Earnings at 
the plan’s earnings rate to the date of the 
repayment, is to be placed in an unallo-
cated account, as described in section 
6.11(2)(b), to be used to reduce employer 
contributions (other than elective defer-
rals) no later than 12 months following 
the close of the plan year in which the 
unallocated amounts were repaid to the 
plan (or, if the amount would have been 
allocated to other eligible employees who 
were in the plan for the year of the failure 
if the failure had not occurred, then that 
amount is reallocated to the other eligible 
employees in accordance with the plan’s 
allocation formula).

.13 Correction of plan loan failures. 
(1) In general. Plan loan failures may be 
corrected in accordance with the correc-
tion methods under this section 6.13. 

(2) Plan loan failures treated as 
deemed distributions under section 72(p). 
Unless correction is made in accordance 
with section 6.13(3) (to the extent applica-
ble), a deemed distribution under section 
72(p)(1) in connection with a failure relat-
ing to a plan loan to a participant must be 
reported on Form 1099‑R with respect to 
the affected participant, and any applica-
ble income tax withholding amount that 
was required to be paid in connection with 
the failure (see §  1.72(p)‑1, Q&A‑15) 
must be paid by the employer. In this case, 
the deemed distribution may be reported 
on Form 1099‑R with respect to the 
affected participant for the year of correc-
tion (instead of the year of the failure).20 

(3) Correction methods for certain sec-
tion 72(p) plan loan failures. (a) In gen-
eral. The correction methods set forth in 
section 6.13(3)(b), (c), and (d) apply to 
plan loans that do not comply with one 
or more requirements of section 72(p)
(2); however, these correction methods 
are not available if the maximum period 
for repayment of the loan pursuant to 
section 72(p)(2)(B) has expired. Further, 
the IRS reserves the right to limit the use 
of these correction methods to situations 
that it considers appropriate, for example, 
if the loan failure is caused by employer 
action. A deemed distribution corrected 
under section 6.13(3)(b), (c), or (d) is not 
required to be reported on Form 1099‑R, 
and corrective payments under section 
6.13(3) do not result in the affected par-
ticipant having additional basis in the plan 
for purposes of determining the tax treat-
ment of subsequent distributions from the 
plan to the affected participant. 

(b) Loans in excess of section 72(p)(2)
(A). A failure of plan loan terms to satisfy 
section 72(p)(2)(A) may be corrected by 
a corrective payment to the plan based 
on the excess of the loan amount over 
the maximum loan amount under section 
72(p)(2)(A). In the event that loan repay-
ments were made in accordance with the 
amortization schedule for the loan before 
correction, such prior repayments may be 
applied (i) solely to reduce the portion 
of the loan that did not exceed the maxi-
mum loan amount under section 72(p)(2)

(A) (so that the corrective payment would 
equal the original loan excess plus interest 
thereon), (ii) to reduce the loan excess to 
the extent of the interest thereon, with the 
remainder of the repayments applied to 
reduce the portion of the loan that did not 
exceed the maximum loan amount under 
section 72(p)(2)(A) (so that the corrective 
payment would equal the original loan 
excess), or (iii) pro rata against the loan 
excess and the maximum loan amount 
under section 72(p)(2)(A) (so that the cor-
rective payment would equal the outstand-
ing balance remaining on the original loan 
excess on the date that the corrective pay-
ment is made). After the corrective pay-
ment is made, the loan may be reformed to 
amortize the remaining principal balance 
as of the date of the corrective payment 
over the remaining period of the original 
loan. This is permissible as long as the 
recalculated repayments over the remain-
ing loan period would not cause the loan 
to violate the maximum repayment term 
requirement under section 72(p)(2)(B). 
The maximum repayment term is deter-
mined from the date the original loan was 
made. In addition, the amortized repay-
ments determined for the remaining loan 
period must comply with the level amorti-
zation requirement of section 72(p)(2)(C). 

(c) Plan loan terms that do not satisfy 
section 72(p)(2)(B) or (C). A failure of 
plan loan terms to satisfy the maximum 
repayment term requirement of section 
72(p)(2)(B) or the level amortization 
requirement of section 72(p)(2)(C) may 
be corrected by a reamortization of the 
loan balance in accordance with section 
72(p)(2)(C) over the remainder of the 
maximum period that complies with sec-
tion 72(p)(2)(B), as measured from the 
original date of the loan. 

(d) Defaulted loans. A failure to repay 
a loan in accordance with loan terms that 
satisfy section 72(p)(2) may be corrected 
by (i) a single-sum corrective payment 
equal to the amount that the affected par-
ticipant would have paid to the plan if there 
had been no failure to repay the plan, plus 
interest accrued on the missed payments, 
(ii) reamortizing the outstanding balance 
of the loan, including accrued interest, 

20 This revenue procedure retains the correction method, previously in section 6.07 of Rev. Proc. 2021‑30 (and predecessor guidance), permitting the reporting of a deemed distribution (with 
income inclusion for the individual) in the year of correction. Section 305(b) of the SECURE 2.0 Act codifies the use of this correction method, stating, in part, that loan errors may be cor-
rected “according to the rules of section 6.07 of Revenue Procedure 2021‑30 (or any successor guidance), including the provisions related to whether a deemed distribution must be reported 
on Form 1099‑R.”
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over the remaining payment schedule of 
the original term of the loan or the period 
remaining had the loan been amortized 
over the maximum period that complies 
with section 72(p)(2)(B), as measured 
from the original date of the loan, or (iii) 
any combination of (i) and (ii). 

(e) No requirement for plan provi-
sions. This section 6.13 applies even if the 
plan does not require loans to satisfy the 
requirements of section 72(p)(2). How-
ever, under the Department of Labor’s 
VFCP, to correct the ERISA fiduciary 
violations associated with the failures 
described in section 6.13(3)(b), (c), and 
(d), the plan must include plan provisions 
requiring that loans comply with section 
72(p)(2)(A), (B), and (C).

(4) Failure to obtain spousal con-
sent for a plan loan. (a) Spousal consent 
obtained. The correction method for the 
failure to obtain spousal consent for a plan 
loan is that the Plan Sponsor must notify 
the affected participant and spouse (the 
spouse to whom the participant was mar-
ried at the time of the plan loan), so that 
the spouse can provide spousal consent to 
the plan loan.

(b) No spousal consent obtained. 
If spousal consent is not obtained, as 
described in section 6.13(4)(a), a Plan 
Sponsor must ensure that, if the loan has 
not been repaid upon distribution, the 
spouse receives the benefit the spouse is 
entitled to receive under sections 401(a)
(11) and 417. 

(5) Number of loans exceeds a loan 
limitation established by plan. An Oper-
ational Failure that results from a partic-
ipant obtaining a number of loans that 
exceeds the number of loans permitted 
under the terms of the plan may be cor-
rected by adopting a plan amendment in 
accordance with the correction method set 
forth in Appendix section .13(2). 

(6) Correction principle for plan loan 
failures. In the case of a plan loan fail-
ure corrected in accordance with section 
6.13(3)(b), (c), or (d), the participant is 
generally responsible for paying the cor-
rective payment. However, with respect 
to the failure listed in section 6.13(3)(d), 
the employer should pay a portion of the 
correction payment on behalf of the par-
ticipant equal to the interest that accumu-
lates as a result of such failure, generally 
determined at a rate equal to the greater 

of the plan loan interest rate or the rate of 
return under the plan. 

.14 Plan Sponsor ceasing to exist or 
maintain the plan. (1) ERISA individual 
account plans. If the plan is subject to 
ERISA and is an individual account plan 
as defined in section 3(34) of ERISA, for 
a failure that results from the Plan Sponsor 
having ceased to exist, the Plan Sponsor 
no longer maintaining the plan, or simi-
lar reasons, the permitted correction is 
to terminate the plan and distribute plan 
assets to participants and beneficiaries in 
accordance with 29  CFR  2578.1 of the 
Department of Labor regulations (relating 
to abandoned plans). This correction must 
satisfy four conditions. First, the correc-
tion must comply with standards and 
procedures set forth in 29  CFR  2578.1. 
Second, the qualified termination admin-
istrator, based on plan records located and 
updated in accordance with the Depart-
ment of Labor regulations, must have 
reasonably determined whether, and to 
what extent, the survivor annuity require-
ments of sections 401(a)(11) and 417 of 
the Code apply to any benefit payable 
under the plan and must take reasonable 
steps to comply with those requirements 
(if applicable). Third, each participant 
and beneficiary must have been provided 
a nonforfeitable right to the participant’s 
or beneficiary’s accrued benefits as of 
the date of deemed termination under the 
Department of Labor regulations, subject 
to Earnings between that date and the date 
of distribution. Fourth, participants and 
beneficiaries must receive notification of 
their rights under section 402(f). 

In addition, notwithstanding correc-
tion under this revenue procedure, the 
IRS reserves the right to pursue appropri-
ate remedies under the Code against any 
party who is responsible for the plan, such 
as the Plan Sponsor, plan administrator, or 
owner of the business, even in its capacity 
as a participant or beneficiary under the 
plan.

(2) Orphan Plans. If an Orphan Plan 
has one or more failures (whether a Qual-
ification Failure or a Section 403(b) Fail-
ure) that result from the Plan Sponsor 
having ceased to exist, the Plan Sponsor 
no longer maintaining the plan, or similar 
reasons, the permitted correction is to ter-
minate the plan and distribute plan assets 
to participants and beneficiaries. This 

correction must satisfy four conditions. 
First, the correction must comply with 
conditions, standards, and procedures 
substantially similar to those set forth 
in 29  CFR  2578.1 of the Department of 
Labor regulations (relating to abandoned 
plans) with respect to identifying and noti-
fying participants and beneficiaries and 
distributing assets. Second, the Eligible 
Party must have reasonably determined 
whether, and to what extent, the survivor 
annuity requirements of sections 401(a)
(11) and 417 apply to any benefit payable 
under the plan and take reasonable steps to 
comply with those requirements (if appli-
cable). Third, each participant and benefi-
ciary must have been provided a nonfor-
feitable right to the amounts credited to 
the participant’s or beneficiary’s account 
or accrued benefits as of the date of termi-
nation subject to income, expenses, gains, 
and losses between that date and the date 
of distribution. Fourth, participants and 
beneficiaries must receive notification of 
their rights under section 402(f). 

In addition, notwithstanding correc-
tion under this revenue procedure, the 
IRS reserves the right to pursue appropri-
ate remedies under the Code against any 
party who is responsible for the plan, such 
as the Plan Sponsor, plan administrator, or 
owner of the business, even in its capacity 
as a participant or beneficiary under the 
plan. 

(3) Section 403(b) Failures for orphan 
contracts or other assets. (a) Former 
employees or beneficiaries. In any case 
in which a Section 403(b) Failure results 
from the Plan Sponsor having ceased 
involvement with respect to specific assets 
(including an insurance annuity contract) 
held under a defined contribution plan on 
behalf of a participant who is a former 
employee or on behalf of a beneficiary, a 
permitted correction is to distribute those 
plan assets to the participant or benefi-
ciary. Compliance with the distribution 
rules of 29  CFR  2578.1(d)(2)(vii) of the 
Department of Labor regulations satisfies 
this section 6.14(3).

(b) Failures relating to information 
sharing agreements. In any case in which 
a Section  403(b) Failure results from a 
contract issued in an exchange not being 
part of a Section  403(b) Plan due to the 
failure to have an information sharing 
agreement pursuant to §  1.403(b)‑10(b)
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(2)(i)(C), a permitted correction is for 
the assets held under the contract to be 
transferred to another vendor to which 
contributions are being made under the 
Section  403(b) Plan in order to become 
a contract which is held under the Sec-
tion 403(b) Plan without regard to the spe-
cial rules in § 1.403(b)‑10(b). 

.15 Matters subject to excise or 
other taxes. (1) In general. Except as 
provided in this revenue procedure, the 
correction programs are not available 
for events for which the Code provides 
consequences other than plan disqual-
ification (such as the imposition of an 
excise tax or additional income tax). For 
example, funding deficiencies (failures to 
make the contributions to a plan required 
by section 412 or 430); prohibited trans-
actions under section 4975; prohibited 
allocations under section 4979A of qual-
ified securities by an employee stock 
ownership plan (ESOP), as defined under 
section 4975(e)(7); and failures to file 
the Form 5500 series cannot be corrected 
under this revenue procedure. 

(2) Section 4974. As part of VCP and 
Audit CAP, if a failure involves the failure 
to satisfy the minimum required distribu-
tion requirements of section 401(a)(9), in 
appropriate cases, the IRS will waive the 
excise tax under section 4974 applicable 
to plan participants or beneficiaries. The 
waiver will be included in the compli-
ance statement in the case of VCP, or in 
the closing agreement in the case of Audit 
CAP. 

(a) VCP. The Plan Sponsor, as part of 
the submission, must make an affirma-
tive request for waiver of the excise tax 
under section 4974, and, in cases where 
the participant subject to the excise tax is 
either an owner-employee as defined in 
section 401(c)(3) or a 10‑percent owner 
of a corporation, the Plan Sponsor must 
also provide an explanation supporting 
the request. 

(b) Audit CAP. The Plan Sponsor must 
make an affirmative request for waiver 
of the excise tax under section 4974. 
The Plan Sponsor should also provide an 
explanation supporting the request for a 
waiver. Upon reviewing the request, the 
reasons for the failure, and other facts or 
circumstances of the case Under Exam-
ination, the IRS will determine whether it 
is appropriate to approve the waiver of the 

excise tax as part of the closing agreement 
negotiated under Audit CAP. 

(3) Section 4972. As part of VCP, if the 
failure involves a correction that requires 
the Plan Sponsor to make a plan contribu-
tion that is not deductible, in appropriate 
cases, the IRS will not pursue the excise 
tax under section 4972 on such nonde-
ductible contributions. The Plan Sponsor, 
as part of the submission, must request the 
relief and provide an explanation support-
ing the request. 

(4) Section 4979. As part of VCP, if 
a failure results in excess contributions 
as defined in section 4979(c) or excess 
aggregate contributions as defined in sec-
tion 4979(d) under a plan, in appropriate 
cases, the IRS will not pursue the excise 
tax under section 4979, for example, when 
correction is made for any case in which 
the ADP test was timely performed but, 
due to reliance on inaccurate data, resulted 
in an insufficient amount of excess elec-
tive deferrals having been distributed to 
highly compensated employees. The Plan 
Sponsor, as part of the submission, must 
request the relief and provide an explana-
tion supporting the request. 

(5) Section 4973. Subject to section 
6.05(4), as part of VCP, in appropriate 
cases, the IRS will not pursue the excise 
tax under section 4973 relating to excess 
contributions made to a section 403(b)(7) 
custodial account under a Section 403(b) 
Plan or to an IRA under the following cir-
cumstances: 

(a) Removal of an Overpayment and 
return to plan or IRA. As part of the pro-
posed correction for Overpayments that 
are transferred or rolled over into an IRA 
or section 403(b)(7) custodial account, the 
Overpayment recipient removes the Over-
payment (adjusted for Earnings) from the 
Overpayment recipient’s section 403(b)
(7) custodial account or IRA and returns 
that amount to the plan. 

(b) Removal of Excess Amount and 
reporting as taxable distribution. As part 
of the proposed correction for Excess 
Amounts, the recipient removes the 
Excess Amount (adjusted for Earnings) 
from the recipient’s section 403(b)(7) 
custodial account under a Section 403(b) 
Plan or IRA and reports that amount 
(reduced by any applicable after-tax 
employee contribution) as a taxable 
distribution for the year in which the 

Excess Amount (adjusted for Earnings) 
is removed from the recipient’s section 
403(b)(7) custodial account under a Sec-
tion  403(b) Plan or IRA. The amount 
removed is generally taxed in a manner 
that is similar to the manner in which 
the corrective disbursement of elective 
deferrals is taxed, as described in section 
3 of Rev. Proc. 92‑93. 

(c) Request of relief. The Plan Sponsor, 
as part of the submission, must request 
relief from the section 4973 excise tax 
and provide an explanation supporting the 
request. 

(6) Section 72(t). As part of VCP, in 
appropriate cases, the IRS will not pursue 
the 10‑percent additional tax under sec-
tion 72(t) if, as part of the proposed cor-
rection of an Inadvertent Benefit Over-
payment that occurred solely because an 
employee received a distribution from the 
employee’s vested account balance that 
was not pursuant to a distributable event, 
the participant or beneficiary returns the 
improperly distributed amount, adjusted 
for Earnings, to the plan. In appropriate 
cases, as a condition for not pursuing all 
or a portion of the 10‑percent additional 
tax, the IRS may require the Plan Spon-
sor to pay a sanction not in excess of the 
10‑percent additional tax under section 
72(t). The Plan Sponsor, as part of the 
submission, must request the relief and 
provide an explanation supporting the 
request. 

.16 Correction principles for Sec-
tion  403(b) Plans. (1) Correction for 
Section 403(b) Plans generally. Except as 
provided otherwise in this revenue proce-
dure, the correction for a Section 403(b) 
Plan is expected to be the same as the cor-
rection required for a Qualified Plan with 
the same failure (that is, a Plan Docu-
ment Failure, Operational Failure, Demo-
graphic Failure, or Employer Eligibility 
Failure).

(2) Special correction principle. In 
general, a Section  403(b) Failure can be 
corrected by treating a contract as a sec-
tion 403(c) annuity contract (or, if appli-
cable, as an amount to which section 61, 
83, or 402(b) applies), such as for pur-
poses of correcting an Employer Eligibil-
ity Failure, an Excess Amount, an Excess 
Allocation, a failure to provide for full 
vesting (including a failure to maintain a 
separate account), or an exchange made to 
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a vendor which is not part of the plan (and 
for which there is no information sharing 
agreement). 

.17 Correction principles for SEP 
Arrangements and SIMPLE IRA Plans. 
(1) Correction for SEP Arrangements and 
SIMPLE IRA Plans generally. Generally, 
the correction for a SEP Arrangement or 
a SIMPLE IRA Plan is expected to be 
similar to the correction required for a 
Qualified Plan with a similar Qualification 
Failure (that is, a Plan Document Failure, 
Operational Failure, Demographic Fail-
ure, or Employer Eligibility Failure). 

(2) Correction of failure to satisfy defer-
ral percentage test. If the failure involves 
a violation of the deferral percentage test 
under section 408(k)(6)(A)(iii) applicable 
to a SARSEP, the failure may be corrected 
in either of the following ways:

(a) Plan Sponsor contribution. The 
Plan Sponsor may make corrective con-
tributions that are 100  percent vested 
to all eligible non-highly compensated 
employees (to the extent permitted by 
section 415) necessary to raise the defer-
ral percentage to an amount sufficient to 
pass the test. This amount may be calcu-
lated as the same percentage of compen-
sation (regardless of the terms of the SEP 
Arrangement); or

(b) Distribution of Excess Amounts. In 
accordance with section 6.17(4), the affected 
highly compensated employee may receive 
a distribution of Excess Amounts, adjusted 
for Earnings through the date of correction, 
to correct the failure. The Plan Sponsor must 
also make a contribution of an amount equal 
to the total amount distributed. This amount 
must be allocated to (i) current employees 
who were non-highly compensated employ-
ees in the year of the failure, (ii) current non-
highly compensated employees who were 
non-highly compensated employees in the 
year of the failure, or (iii) employees (both 
current and former) who were non-highly 
compensated employees in the year of the 
failure. 

(3) Treatment of undercontributions 
to a SEP Arrangement or a SIMPLE IRA 
Plan. (a) Make‑up contributions; Earn-
ings. The Plan Sponsor should correct 
undercontributions to a SEP Arrangement 
or a SIMPLE IRA Plan by contributing 
make‑up amounts that are fully vested, 
adjusted for Earnings from the date of the 
failure to the date of correction. 

(b) Earnings adjustment methods. 
Contributions under SEP Arrangements 
and SIMPLE IRA Plans are made to 
IRAs. Therefore, there is no earnings rate 
under the SEP Arrangement or SIMPLE 
IRA Plan as a whole. If it is not feasible 
to make a reasonable estimate of what 
the actual investment results would have 
been, a reasonable interest rate may be 
used as permitted in section 6.03(2). 

(4) Treatment of Excess Amounts under 
a SEP Arrangement or a SIMPLE IRA 
Plan. (a) Definition. For purposes of this 
section 6.17 and section 7.03, an Excess 
Amount is an amount contributed on 
behalf of an employee that is in excess of 
an employee’s benefit under the terms of 
the plan or in excess of the limitations of 
section 402(g), 408(k)(6)(A)(iii), or 415. 

(b) Distribution of Excess Amounts. (i) 
Elective deferrals. If an Excess Amount 
is attributable to elective deferrals, the 
affected participant may receive the Excess 
Amount, adjusted for Earnings through the 
date of correction. The amount distributed 
to the affected participant is includible 
in gross income in the year of distribu-
tion. The distribution is reported on Form 
1099‑R for the year of distribution with 
respect to each participant receiving the 
distribution. In addition, the Plan Sponsor 
must inform affected participants that the 
distribution of an Excess Amount is not eli-
gible for favorable tax treatment accorded 
to distributions from a SEP Arrangement or 
a SIMPLE IRA Plan (and, specifically, is 
not eligible for tax-free rollover). 

(ii) Employer contributions. If the 
Excess Amount is attributable to employer 
contributions, the Plan Sponsor may 
receive the Excess Amount, adjusted for 
Earnings through the date of correction. 
The amount distributed to the Plan Spon-
sor is not includible in the gross income 
of the affected participant. The Plan Spon-
sor is not entitled to a deduction for such 
employer Excess Amount. The distribu-
tion is reported on Form 1099‑R issued 
to the participant indicating the taxable 
amount as zero. 

(c) Retention of Excess Amounts. If the 
failure involves an Excess Amount under 
a SEP Arrangement or a SIMPLE IRA 
Plan and the Excess Amount is retained 
in the affected employee’s IRA, a sanc-
tion applies, in addition to the user fee 
described in Appendix  A of Rev.  Proc. 

2026‑4 (and its annual successors). A 
sanction equal to at least 10  percent of 
the Excess Amount with no adjustment 
for Earnings is imposed. In addition, the 
Plan Sponsor is not entitled to a deduction 
for an Excess Amount retained in the SEP 
Arrangement or SIMPLE IRA Plan. 

In the case of an Excess Amount retained 
in a SEP Arrangement that is attributable to 
a section 415 failure, the Excess Amount, 
adjusted for Earnings through the date of 
correction, must reduce an affected partic-
ipant’s applicable section 415 limit for the 
year following the year of correction (or for 
the year of correction if the Plan Sponsor 
so chooses), and subsequent years, until the 
excess is eliminated. 

(d) De minimis Excess Amounts. If the 
total Excess Amount in a SEP Arrange-
ment or SIMPLE IRA Plan, whether 
attributable to elective deferrals or 
employer contributions, is $250 or less, 
the Excess Amount is not required to be 
distributed and the sanction described in 
section 6.17(4)(c) does not apply.

.18 Confidentiality and disclosure. 
Because each correction program relates 
directly to the enforcement of Code 
requirements, the information received or 
generated by the IRS under the program is 
subject to the confidentiality requirements 
of section 6103 and is not a written deter-
mination within the meaning of section 
6110. 

.19 No effect on other law. Correction 
under these programs has no effect on the 
rights or obligations of any party under 
any other law, including the rights of any 
persons and the obligations of fiduciaries 
or employers under title I of ERISA. The 
Department of Labor maintains the VFCP, 
under which certain ERISA fiduciary vio-
lations may be corrected. The Department 
of Labor also maintains a Delinquent Filer 
Voluntary Compliance Program under 
which certain failures to comply with the 
annual reporting requirements (Form 5500 
series) under ERISA may be corrected. 

PART IV. SELF-CORRECTION 
PROGRAM (SCP)

SECTION 7. GENERAL SCP 
CORRECTION RULES 

.01 In general. Except as otherwise 
provided in sections 5 and 7.03 and sub-
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ject to the requirements in this section 7 
and section 8, SCP is available to correct 
Eligible Inadvertent Failures in Qualified 
Plans, Section 403(b) Plans, SEP Arrange-
ments, and SIMPLE IRA Plans.

.02 Requirement of established 
practices and procedures. To be eli-
gible to correct an Eligible Inadvertent 
Failure under SCP, the Plan Sponsor or 
administrator of a plan must have estab-
lished practices and procedures (formal 
or informal) reasonably designed to pro-
mote and facilitate overall compliance 
in form and operation with applicable 
Code requirements. For example, the 
plan administrator of a Qualified Plan 
that may be top heavy under section 
416 may include in its written proce-
dures a specific annual step to determine 
whether the plan is top heavy and, if so, 
to ensure that the minimum contribution 
requirements of the top-heavy rules are 
satisfied. A plan document alone does 
not constitute evidence of established 
procedures.

These established procedures must 
have been in place and routinely followed, 
and the Eligible Inadvertent Failure must 
have occurred through an oversight or 
mistake in applying them. SCP also may 
be used in situations in which the Eligible 
Inadvertent Failure occurred because the 
procedures that were in place, while rea-
sonable, were not sufficient to prevent the 
occurrence of the failure. 

A plan that provides for elective defer-
rals and nonelective employer contribu-
tions that are not matching contributions 
will be treated as having established prac-
tices and procedures to prevent section 
415 failures if the annual limits under 
section 415 are regularly satisfied by 
returning elective deferrals to the affected 
employee within 9½ months after the end 
of the plan’s limitation year.

In the case of a failure that relates to 
Transferred Assets or to a plan assumed 
in connection with a corporate merger, 
acquisition, or other similar employer 
transaction between the Plan Sponsor and 
the sponsor of the transferor plan or the 
prior Plan Sponsor of an assumed plan, 
the plan is considered to have established 
practices and procedures for the Trans-
ferred Assets if such practices and pro-
cedures are in effect for the Transferred 
Assets by the end of the first plan year that 

begins after the corporate merger, acquisi-
tion, or other similar transaction.

In the case of a Section  403(b) Fail-
ure, the requirement to have established 
practices and procedures only applies 
for failures during periods after Decem-
ber 31, 2009. 

.03 Failures not eligible for, and cor-
rection methods not available under, 
SCP. The following Eligible Inadvertent 
Failures are either not eligible for correc-
tion under SCP, or not eligible to be cor-
rected using certain correction methods 
that are otherwise available under SCP.

(1) Initial failure to adopt a plan doc-
ument. A Plan Document Failure consist-
ing of a failure to initially adopt a written 
plan under section 401(a), 403(a), 403(b), 
408(k), or 408(p), including the failure to 
adopt a written Section 403(b) Plan timely 
in accordance with § 1.403(b)‑3(b)(3) and 
Notice 2009‑3. A failure to initially adopt 
a written plan does not include a failure 
in which (A) employees of an employer 
are participating in a plan established by 
a Plan Sponsor, and (B) the employer has 
not adopted the plan as a participating 
employer.

(2) Failure occurring under certain 
SEP Arrangements. A failure occurring in 
a SEP Arrangement with a plan document 
that does not consist of either (a) a valid 
Model Form 5305‑SEP or 5305A‑SEP 
adopted by an employer in accordance 
with the instructions on the applicable 
form, or (b) a prototype SEP Arrangement 
that has a current favorable opinion letter 
and that has been amended in accordance 
with the procedures set forth in Rev. Proc. 
2002‑10, 2002‑1 CB 401.

(3) Failure occurring under certain 
SIMPLE IRA Plans. A failure occurring in 
a SIMPLE IRA Plan with a plan document 
that does not consist of either (a) a valid 
Model Form 5305‑SIMPLE or 5304‑SIM-
PLE adopted by the Plan Sponsor in 
accordance with the instructions on the 
applicable form, or (b) a prototype SIM-
PLE IRA Plan that has a current favorable 
opinion letter and that has been amended 
in accordance with the procedures set 
forth in Rev. Proc. 2002‑10.

(4) Failure involving Excess Amounts 
in SEP Arrangements and SIMPLE IRA 
Plans. A failure that involves Excess 
Amounts, as defined in section 6.17, con-
tributed to a SEP Arrangement or a SIM-

PLE IRA Plan if the correction method 
permits the Excess Amounts to remain in 
the IRA. 

(5) Failure involving Orphan Plans. A 
failure in an Orphan Plan. 

(6) Certain failures involving Termi-
nated Plans. A significant Operational 
Failure (that is, a failure that is not an 
insignificant failure, as determined in 
accordance with the factors set forth in 
section 8.03), Plan Document Failure, 
Employer Eligibility Failure, or Demo-
graphic Failure in a terminated plan. 

(7) Certain Demographic Failures. 
A Demographic Failure that is corrected 
using a method other than a method set 
forth in §  1.401(a)(4)‑11(g) (for exam-
ple, a demographic failure under section 
401(a)(4) may not be corrected by using 
a special testing provision set forth in 
§  1.401(a)(4)‑8 or 1.401(a)(4)‑9, or by 
providing benefits primarily to short-ser-
vice or low-paid employees). 

(8) Certain corrections by plan amend-
ment. An Operational Failure that is cor-
rected by a plan amendment that conforms 
the terms of the plan to the plan’s prior 
operations in a manner that is less favor-
able for a participant or beneficiary than 
the original terms of the plan. See section 
6.07. 

(9) Certain ESOP Failures. A failure 
occurring in an ESOP for which conse-
quences in addition to plan disqualifica-
tion are associated; for example, a failure 
that results in the application of an excise 
tax under section 4979A.

(10) Failures involving fully insured 
defined benefit plans. A failure in a 
fully insured defined benefit plan that is 
described in section 412(e)(3).

.04 Correction methods. Eligible 
Inadvertent Failures may be corrected 
under SCP in accordance with the correc-
tion principles and rules of general appli-
cability set forth in section 6.

.05 Correction period under SCP. 
(1) In general. (a) Reasonable period. 
Correction of an identified Eligible Inad-
vertent Failure must be completed within 
a reasonable period after identification of 
such failure by the Plan Sponsor. A rea-
sonable period is determined by consider-
ing all relevant facts and circumstances. A 
correction of an Eligible Inadvertent Fail-
ure that is completed by the later of the 
last day of the third plan year following 
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the plan year in which the failure occurred 
or 18 months after identification of the 
failure by the Plan Sponsor is deemed to 
have been completed within a reasonable 
period. 

(b) Section  401(k)(3) or 401(m)(2) 
failures. In the case of a failure to sat-
isfy the requirements of section 401(k)
(3) or 401(m)(2), this reasonable period 
ends on the later of the last day of the 
third plan year following the plan year 
that includes the last day of the addi-
tional period for correction permitted 
under section 401(k)(8) or 401(m)(6) or 
18 months after identification of such 
failure. If a Section 403(b) Plan does not 
have a designated plan year, the plan year 
is deemed to be the calendar year for pur-
poses of this section. 

(c) Employer Eligibility Failure. An 
Eligible Inadvertent Failure that is an 
Employer Eligibility Failure is treated as 
having been corrected within a reasonable 
period if the Plan Sponsor ceases all con-
tributions to the plan as soon as reasonably 
practicable after the failure is identified, 
but no later than the last day of the sixth 
month following the date of identification 
of the failure. 

(2) Effect of examination. (a) In gen-
eral. Notwithstanding section 7.05(1), the 
SCP correction period ends when the plan 
or Plan Sponsor comes Under Examina-
tion for that year. However, certain Oper-
ational Failures may be corrected under 
SCP, as permitted in section 8, even if the 
plan or Plan Sponsor is Under Examina-
tion. 

(b) Documentation. If requested while 
Under Examination, a Plan Sponsor must 
be able to provide documentation substan-
tiating the self-correction, such as docu-
mentation that: (1) identifies the Eligible 
Inadvertent Failure, including the years 
of occurrence, the number of employees 
affected, and the date the failure was iden-
tified; (2) explains how the Eligible Inad-
vertent Failure occurred and demonstrates 
that there were established practices and 
procedures (formal or informal) reason-
ably designed to promote and facilitate 
overall compliance in effect when the 
failure occurred; (3) identifies and sub-
stantiates the correction method and the 
date of the completion of the correction; 
and (4) identifies any changes made to 
those established practices and procedures 

to ensure that the same failure would not 
recur.

.06 Examples. The following examples 
illustrate the application of this section 7. 

Example 1: Employer  Z maintains a quali-
fied defined contribution plan. During May  2025, 
while doing a self-audit of the operation of the plan 
for the 2024 plan year, the plan administrator dis-
covered that, despite the practices and procedures 
established by Employer Z with respect to the plan, 
several employees eligible to participate in the plan 
were excluded from participation. The administra-
tor also found that, for 2024, Operational Failures 
occurred because the elective deferrals of additional 
employees exceeded the section 402(g) limit, and 
Employer  Z failed to make the required top-heavy 
minimum contribution. In addition, during the 
review of the administration for the 2024 year, it was 
found that the plan administrator intended to imple-
ment correction for the failure to satisfy the ADP 
test (as described in section 401(k)(3)) for the 2023 
plan year. During December 2024, the Plan Sponsor 
made QNECs on behalf of the excluded employees, 
distributed the excess deferrals to the affected par-
ticipants, and made a top-heavy minimum contribu-
tion to all participants entitled to that contribution 
for the 2023 plan year. Each corrective contribution 
and distribution was credited with Earnings at a rate 
appropriate for the plan from the date the corrective 
contribution or distribution should have been made 
to the date of correction. The failed ADP test for 
2023 was corrected by making corrective contribu-
tions, adjusted for Earnings, on behalf of non-highly 
compensated employees using the method described 
in Appendix section .03. Under these facts, the Plan 
Sponsor has corrected the ADP test failure for the 
2023 plan year and the Operational Failures for the 
2024 plan year within a reasonable period after iden-
tification of the failure and thus satisfied the require-
ments of this section 7. 

Example 2: Employer  A maintains a qualified 
defined contribution plan, Plan  A. In April  2025, 
Employer A purchased all of the stock of Employer B, 
a wholly owned subsidiary of Employer C. Employ-
ees of Employer B participated in Plan C, a qualified 
defined contribution plan sponsored by Employer C. 
Following Employer  A’s review of Plan  C, 
Employer  A and Employer  C agreed that Plan  A 
would accept a transfer of plan assets from Plan C 
attributable to the account balances of the employees 
of Employer B who had participated in Plan C. As 
part of this agreement, Employer  C represented to 
Employer A that Plan C was tax qualified. Employ-
ers A and C also agreed that such transfer would be 
in accordance with section 414(l) and §  1.414(l)‑1 
and addressed issues related to costs associated with 
the transfer. Following the transaction, the employ-
ees of Employer  B began participation in Plan A. 
Effective July 1, 2025, Plan A accepted the transfer 
of plan assets from Plan C. After the transfer, during 
September  2025, Employer  A determined that all 
the participants in one division of Employer B had 
been incorrectly excluded from allocation of the 
profit-sharing contributions for the 2023 and 2024 
plan years. During March 2026, Employer A made 
corrective contributions on behalf of the affected par-
ticipants. The corrective contributions were credited 
with Earnings at a rate appropriate for the plan from 

the date the corrective contributions should have 
been made to the date of correction, and Employer A 
otherwise complied with the requirements of SCP. 
Under these facts, Employer  A has, within a rea-
sonable period after identification of the failure, 
corrected the Operational Failures for the 2023 and 
2024 plan years with respect to the assets transferred 
to Plan A, and thus satisfied the requirements of this 
section 7. 

SECTION 8. APPLICATION OF SCP 
IF UNDER EXAMINATION

.01 SCP while Under Examination. 
An Eligible Inadvertent Failure may be 
self-corrected even though the plan or Plan 
Sponsor is Under Examination if (a) the 
failure is insignificant, not excluded under 
section 7.03, and an Operational Failure, 
or (b) the Plan Sponsor has taken actions 
that demonstrate a specific commitment to 
implementing correction of the Eligible 
Inadvertent Failure before the plan or Plan 
Sponsor comes Under Examination. 

Whether actions taken by a Plan Spon-
sor demonstrate a specific commitment 
to implement a correction is based on 
facts and circumstances. However, these 
actions must generally demonstrate that 
the Plan Sponsor is actively pursuing cor-
rection of the identified Eligible Inadver-
tent Failure. The completion of an annual 
audit or adoption of a general statement 
of intent to correct failures when they are 
discovered are not actions demonstrating 
a specific commitment to implement a 
correction of a failure. 

.02 Exclusions from SCP while Under 
Examination. SCP is not available for 
Plan Document Failures, Employer Eligi-
bility Failures, Demographic Failures, and 
Operational Failures that are not insignifi-
cant when a plan or Plan Sponsor is Under 
Examination unless the Plan Sponsor has 
taken actions that demonstrate a specific 
commitment to implementing correction 
of the failure as described in section 8.01.

.03 Determination of an insignificant 
Operational Failure. An Operational 
Failure is considered insignificant based 
on facts and circumstances. The relevant 
facts and circumstances to be considered 
in determining whether an Operational 
Failure is insignificant include, but are 
not limited to: (a) whether other failures 
occurred during the period being exam-
ined (for this purpose, a failure is not con-
sidered to have occurred more than once 
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merely because more than one participant 
is affected by the failure); (b) the per-
centage of plan assets and contributions 
involved in the failure; (c) the number of 
years the failure occurred; (d) the num-
ber of participants affected relative to the 
total number of participants in the plan; 
(e) the number of participants affected as 
a result of the failure relative to the num-
ber of participants who could have been 
affected by the failure; (f) whether correc-
tion was made within a reasonable time 
after discovery of the failure; and (g) the 
reason for the failure (for example, data 
errors such as errors in the transcription 
of data, the transposition of numbers, or 
minor arithmetic errors). No single factor 
is determinative. Additionally, factors (b), 
(d), and (e) should not be interpreted to 
exclude small businesses. 

.04 Multiple failures. In the case of a 
plan with more than one Operational Fail-
ure that occurs in more than one year, the 
failures are eligible for correction under 
this section 8 only if all the Operational 
Failures are insignificant in the aggregate. 
Operational Failures that have been cor-
rected under SCP in section 7 and VCP 
in sections 9 and 10 are not taken into 
account for purposes of determining if 
Operational Failures are insignificant in 
the aggregate. 

.05 Examples. The following exam-
ples illustrate the application of this sec-
tion 8. For purposes of the examples, it 
is assumed that no Operational Failures 
occurred other than the Operational Fail-
ures identified below. 

Example 1: Employer  X maintains Plan  A, a 
profit-sharing plan that satisfies the requirements of 
section 401(a) in form. In 2023, the benefits of 50 of 
the 250 participants in Plan A were limited by section 
415(c). However, when the IRS examined Plan A in 
2025, it discovered that, during the 2023 limitation 
year, the annual additions allocated to the accounts 
of three of these employees exceeded the maximum 
limitations under section 415(c). Employer  X con-
tributed $3,500,000 to the plan for the plan year. The 
amount of the excesses totaled $4,550. Under these 
facts, because the number of participants affected by 
the failure relative to the total number of participants 
who could have been affected by the failure (3/50) 
and the monetary amount of the failure relative to the 
total employer contribution to the plan for the 2023 
plan year ($4,550/$3,500,000) are insignificant, the 
section 415(c) failure in Plan A that occurred in 2023 
would be eligible for correction under this section 8.

Example 2: The facts are the same as in Exam-
ple 1, except that the failure to satisfy section 415 
occurred during each of the 2022 and 2023 limitation 
years. In addition, the three participants affected by 

the section 415 failure were not identical each year. 
The fact that the section 415 failures occurred during 
more than one limitation year does not cause the fail-
ures to be significant; accordingly, the failures are 
still eligible for correction under this section 8.

Example 3: The facts are the same as in Exam-
ple 1, except that the annual additions of 18 of the 
50 employees whose benefits were limited by section 
415(c) nevertheless exceeded the maximum limita-
tions under section 415(c) during the 2023 limitation 
year, and the amount of the excesses ranged from 
$1,000 to $9,000, and totaled $150,000. Under these 
facts, taking into account the number of participants 
affected by the failure relative to the total number 
of participants who could have been affected by the 
failure for the 2023 limitation year (18/50) and the 
monetary amount of the failure relative to the total 
employer contribution ($150,000/$3,500,000), the 
failure is significant. Accordingly, the section 415(c) 
failure in Plan A that occurred in 2023 is ineligible 
for correction under this section 8 as an insignificant 
failure.

Example 4: Employer  J maintains Plan  C, a 
money purchase pension plan. The plan document 
satisfies the requirements of section 401(a). The 
formula under the plan provides for an employer 
contribution equal to 10  percent of compensation, 
as defined in the plan. During its examination of the 
plan for the 2024 plan year, the IRS discovered that 
the employee responsible for entering data into the 
employer’s computer made minor arithmetic errors 
in transcribing the compensation data with respect to 
six of the plan’s 40 participants, resulting in excess 
allocations to those six participants’ accounts. Under 
these facts, the number of participants affected by 
the failure relative to the number of participants that 
could have been affected (6/40) is insignificant, and 
the failure is due to minor data errors. Thus, the fail-
ure occurring in 2024 is insignificant and therefore 
eligible for correction under this section 8.

Example 5: Public School maintains for its 
200 employees a salary reduction Section  403(b) 
Plan that is intended to satisfy the requirements of 
section 403(b). The business manager has primary 
responsibility for administering the plan, in addi-
tion to other administrative functions within Public 
School. During its examination of the plan for the 
2024 plan year, the IRS discovered that a former 
employee should have received an additional min-
imum required distribution of $278 under section 
403(b)(10). Another participant received an imper-
missible hardship withdrawal of $2,500. Another 
participant made elective deferrals of which $1,000 
was in excess of the section 402(g) limit. Under these 
facts, even though multiple failures occurred in a sin-
gle plan year, the failures are eligible for correction 
under this section 8 because, in the aggregate, the 
failures are insignificant.

PART V. VOLUNTARY 
CORRECTION PROGRAM WITH 
IRS APPROVAL (VCP)

SECTION 9. VCP PROCEDURES

.01 VCP pre-submission conference. 
(1) Request. Prior to submitting a VCP 

application, a representative of a Plan 
Sponsor may request a VCP pre-sub-
mission conference regarding corrective 
actions with respect to any failure that is 
eligible to be submitted under VCP. A 
VCP pre-submission conference may be 
requested only (a) for matters on which 
a compliance statement may be issued 
under this revenue procedure, (b) with 
respect to requested correction methods 
that are not described as safe harbor cor-
rection methods in the Appendix, and (c) 
if the Plan Sponsor is eligible and intends 
to submit an application under VCP. VCP 
pre-submission conferences are held only 
at the discretion of the IRS, and as time 
permits. A Plan Sponsor, or its representa-
tive, may also request an anonymous VCP 
pre-submission conference.

(2) Submission of request. The Plan 
Sponsor or Plan Sponsor’s representa-
tive must submit the VCP pre-submission 
conference request via the Pay.gov web-
site by submitting a Form 8950, Appli-
cation for Voluntary Correction Program 
(VCP) Submission Under the Employee 
Plans Compliance Resolution System. 
The request should also include (a) a 
description of the failure(s), including 
how and why the failure(s) occurred; (b) 
a description of the proposed method(s) 
of correction; (c) a description of all rel-
evant facts, including the type of affected 
participants (for example, highly com-
pensated employees or non-highly com-
pensated employees); (d) plan provisions 
and amendments that are relevant to the 
request; and (e) any other information the 
IRS would need to evaluate the request. 

(3) Conference. At the conference, the 
IRS will provide oral feedback regarding 
the failure(s) and proposed correction 
method(s) described in the request. Any 
discussion of substantive issues at the 
conference, however, is advisory only, 
is not binding on the IRS, and cannot be 
relied upon as a basis for obtaining relief 
under EPCRS or retroactive relief under 
the provisions of section 7805(b). After 
the conference, the IRS will issue a letter 
confirming that the conference took place, 
and the matter will be closed. If the Plan 
Sponsor subsequently files a VCP submis-
sion regarding the issues discussed, the 
Plan Sponsor must follow the procedures 
set forth in this section 9 and section 10 
(which require submission of a new Form 
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8950 and payment of an applicable user 
fee).

.02 VCP requirements. The require-
ments of VCP are satisfied with respect 
to a failure if, on the Pay.gov website, the 
Plan Sponsor files a VCP submission and 
pays the applicable user fee set forth in 
Appendix A of Rev. Proc. 2026‑4 (and its 
annual successors), in accordance with the 
requirements of this section 9 and section 
10, and implements the corrective actions 
and satisfies any other conditions set 
forth in the compliance statement issued 
by the IRS described in section 9.08. As 
provided in section 10.08, a Plan Sponsor 
may designate an authorized representa-
tive to file a VCP submission with the IRS 
on its behalf.

.03 Identification of failures. VCP is 
not based upon an examination of the plan 
by the IRS. Only the failures disclosed 
by the Plan Sponsor in the submission or 
added as permitted in section 9.07(5) or 
failures identified by the IRS in process-
ing the submission are addressed under 
VCP, and only those failures are covered 
by a VCP compliance statement. The IRS 
will not make any investigation or finding 
under VCP concerning whether there are 
other failures. 

.04 Effect of VCP submission on 
examination. Because VCP does not 
arise out of an examination, consideration 
under VCP does not preclude or impede 
(under section 7605(b) or any adminis-
trative provisions adopted by the IRS) a 
subsequent examination of the Plan Spon-
sor or the plan by the IRS with respect to 
the taxable year (or years) involved with 
respect to matters that are outside the 
compliance statement. However, a Plan 
Sponsor’s statements describing failures 
are made only for purposes of VCP and 
will not be regarded by the IRS as an 
admission of a failure for purposes of any 
subsequent examination. See section 4.08 
for the definition of Under Examination.

.05 No concurrent examination 
activity. Except in unusual circumstances, 
a plan that has been properly submitted 
under VCP will not be examined while 
the submission is pending. However, a 
plan that is included in a group submis-
sion under section 9.11 may be examined 
while the group submission is pending 
with respect to issues not identified in the 
group submission at the time such plan 

comes Under Examination. Also, if it is 
determined that either the plan or the Plan 
Sponsor was, or may have been, a party 
to an abusive tax avoidance transaction 
(as defined in section 5.08), the IRS may 
authorize the examination of the plan, 
even if a submission pursuant to VCP is 
pending. In addition, this practice regard-
ing concurrent examinations does not 
extend to other plans of the Plan Sponsor. 
Thus, any plan of the Plan Sponsor that is 
not pending under VCP could be subject 
to examination.

.06 Determination letter applications 
not related to a VCP submission. (1) IRS 
determination letter submission. The IRS 
may process a determination letter appli-
cation (including an application requested 
on Form 5310) submitted under the deter-
mination letter program (as set forth in 
Rev. Proc. 2026‑4 (and its annual succes-
sors), Rev. Proc. 2022‑40, and Rev. Proc. 
2023‑37, as applicable and as modified, 
and any subsequent guidance issued in the 
IRB) while separately processing a VCP 
submission for the same plan. Generally, 
issuance of the determination letter in 
response to an application made on Form 
5310 will be suspended pending the clo-
sure of the VCP submission. 

(2) Failures discovered during the IRS 
determination letter process. A submis-
sion of a plan under the determination 
letter program does not constitute a sub-
mission under VCP. If the Plan Sponsor 
discovers a failure during the determi-
nation letter process, the failure may not 
be corrected as part of the determination 
letter process. The Plan Sponsor may use 
SCP and VCP as applicable. If the IRS, 
in connection with a determination letter 
application, discovers failures, the Plan 
Sponsor may use SCP to correct insignif-
icant Operational Failures as permitted 
under section 8 (Application of SCP if 
Under Examination). The IRS may issue 
a closing agreement with respect to the 
failures identified or, if appropriate, refer 
the case to Employee Plans Examinations. 
In such a case, the VCP user fee does 
not apply. Instead, except as provided in 
section 9.06(3), the sanction in section 
13.01 relating to Audit CAP applies. See 
section 4.08 for a description of when a 
plan submitted for a determination letter 
is considered to be Under Examination for 
purposes of EPCRS. 

(3) Nonamender Failures discovered 
during the IRS determination letter pro-
cess. If the IRS, in connection with a 
determination letter application, discovers 
a Nonamender Failure, the sanction struc-
ture in section 13.04 applies. 

.07 Processing of submission. (1) 
Preliminary review of submission. Upon 
receipt of a VCP submission, the IRS 
will review the submission to determine 
whether the eligibility requirements of 
section 5 and the submission requirements 
of section 10 are satisfied. 

(2) Eligibility of submission. If, at any 
stage of the review process, the IRS deter-
mines that a VCP submission is seriously 
deficient or that issuing a compliance 
statement with respect to the VCP submis-
sion would be inappropriate or impractica-
ble, the IRS reserves the right not to issue 
a compliance statement. If no substantive 
processing of the case has occurred, the 
IRS will refund the user fee submitted 
with the request. Otherwise, the user fee 
will not be refunded. The IRS also reserves 
the right to determine that the submission 
is ineligible for VCP and to resolve any 
issue under VCAP. If the issue is resolved 
through a closing agreement under VCAP, 
the user fee will be refunded. If no closing 
agreement is issued, then the user fee will 
not be refunded.

(3) Review of submission. Once the 
IRS determines that the submission is 
complete under VCP, the IRS may con-
tact the Plan Sponsor or the Plan Spon-
sor’s authorized representative to discuss 
the proposed corrections and the plan’s 
administrative procedures. However, if 
the IRS determines that the submission 
is complete and sets forth an acceptable 
correction method, the IRS may issue a 
compliance statement without contacting 
the Plan Sponsor or the Plan Sponsor’s 
authorized representative. 

(4) Additional information required. 
If additional information is required, an 
IRS representative generally will contact 
the Plan Sponsor and the Plan Sponsor’s 
authorized representative and explain what 
is needed to complete the submission. The 
Plan Sponsor will generally have up to 21 
calendar days from the date of this contact 
to provide the requested information. If 
the information is not timely received the 
matter may be closed, the user fee will not 
be returned, and the case may be referred 
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to Employee Plans Examinations. Any 
request for an extension must be made 
in writing within the response period and 
must be approved by the IRS.

(5) Additional failures discovered after 
initial submission. (a) Plan Sponsor dis-
covery. A Plan Sponsor that discovers 
additional unrelated failures after its ini-
tial submission may request that such fail-
ures be added to its submission. However, 
the IRS retains the discretion to reject the 
inclusion of such failures if the request is 
not timely (for example, if the Plan Spon-
sor makes its request when processing of 
the submission is substantially complete) 
or the application of VCP would be inap-
propriate or impracticable. 

(b) IRS discovery. If the IRS discov-
ers an unrelated failure while the request 
is pending, the failure generally will be 
added to the failures under consideration. 
However, the IRS retains the discretion 
to determine that a failure is outside the 
scope of the voluntary request for consid-
eration because the Plan Sponsor did not 
voluntarily bring this failure forward. In 
this case, if the IRS considers the addi-
tional failure to be material, all aspects of 
the plan may be examined, and the rules 
pertaining to Audit CAP will apply.

(6) Modifications to VCP submission 
by Plan Sponsor. If a Plan Sponsor mate-
rially modifies a VCP submission, the 
Plan Sponsor must submit a new penalties 
of perjury statement set forth in section 
10.04(16) with respect to such subsequent 
modifications. If the Plan Sponsor does 
not submit a new penalties of perjury state-
ment, the Plan Sponsor will be required to 
sign and return the compliance statement 
under the general procedures described in 
section 9.07(9)(a). See section 10.03(7) 
for information concerning submission of 
any such modification prior to the assign-
ment of the case to an IRS representative. 

(7) Conference of right. If the IRS 
initially determines that it cannot issue a 
compliance statement because the parties 
cannot agree upon the nature of a failure, 
a correction, or a change in administrative 
procedures, the Plan Sponsor (generally 
through the Plan Sponsor’s authorized 
representative) will be contacted by the 
IRS representative and offered a confer-
ence with the IRS. The conference must 
be held within 21 calendar days of the 
date of contact. The conference is usually 

held via telephone or electronically via 
the internet. The Plan Sponsor will gen-
erally have up to 21 calendar days after 
the date of the conference to submit addi-
tional information in support of the sub-
mission. Any request for an extension of 
the time for submitting additional infor-
mation must be made in writing within 
the response period and must be approved 
by the IRS (by the applicable group man-
ager). Additional conferences may be held 
at the discretion of the IRS. 

(8) Failure to reach resolution. If the 
IRS and the Plan Sponsor cannot reach 
agreement with respect to the submission, 
the matter will be closed, the user fee 
will not be returned, and the case may be 
referred to Employee Plans Examinations.

(9) Issuance of compliance statement. 
(a) In general. If agreement has been 
reached and all applicable user fees have 
been paid, the IRS will send to the Plan 
Sponsor a compliance statement signed by 
the IRS specifying the corrective action 
required. However, the IRS reserves the 
right to require the Plan Sponsor to sign 
the compliance statement. In such a case, 
the IRS will send to the Plan Sponsor an 
unsigned compliance statement. Within 
21 calendar days of the date the compli-
ance statement is sent, the Plan Sponsor 
must sign and return the compliance state-
ment and pay any outstanding user fee that 
may be required for a group submission 
(see section 10.06) or for an Orphan Plan 
(see sections 5.04 and 10.04(14)). The 
IRS will then issue a signed copy of the 
compliance statement to the Plan Spon-
sor. If the Plan Sponsor does not return 
the compliance statement (and pay any 
outstanding user fee) within 21 calendar 
days, the VCP submission will be closed, 
and no further action will be taken with 
respect to the submission. In appropriate 
circumstances, the plan may be referred to 
Employee Plans Examinations. 

(b) Model VCP Compliance Statement. 
If the Plan Sponsor included a completed 
Form 14568, Model VCP Compliance 
Statement, with its VCP submission (see 
section 10.02), then the IRS will sign and 
send to the Plan Sponsor the compliance 
statement specifying the corrective action 
required. In appropriate circumstances, 
the IRS reserves the right to issue an indi-
vidually drafted compliance statement in 
lieu of the Form 14568. 

(c) Modification of compliance state-
ment. Once the compliance statement has 
been issued (based on the information pro-
vided), the Plan Sponsor cannot request a 
modification of the compliance statement 
terms except by a new request for a com-
pliance statement, accompanied by a new 
user fee, submitted in accordance with the 
submission procedures set forth in section 
10. 

(10) Timing of correction. (a) In gen-
eral. The Plan Sponsor must implement 
the specific corrections and administra-
tive changes set forth in the compliance 
statement within 150 days of the date of 
the compliance statement. Any request 
for an extension of this correction period 
must be made in writing prior to the expi-
ration of the correction period and must 
be approved by the IRS. If the Plan Spon-
sor fails to implement the corrections and 
administrative changes with respect to a 
failure within the specified timeframe, the 
Plan Sponsor may not rely on the compli-
ance statement with respect to that fail-
ure. The Plan Sponsor must make another 
VCP submission and receive another 
compliance statement to have reliance on 
the compliance statement.

(b) Interim Amendment Failures 
and Nonamender Failures. Correc-
tion of Interim Amendment Failures or 
Nonamender Failures, as described in sec-
tion 4.01(2)(a)(ii)(C) and (D) and 4.02(2)
(a)(ii)(C) and (D), must be made by the 
date of the submission. Thus, the submis-
sion must include the executed amend-
ments that would correct the Interim 
Amendment or Nonamender Failure. 

(c) Other plan amendments. If a cor-
rective plan amendment is required as part 
of a VCP submission, the corrective plan 
amendment must be adopted no later than 
150 days after the date of the compliance 
statement. However, for a governmen-
tal plan (within the meaning of section 
414(d)), the corrective amendment must 
be adopted by the later of 150 days after 
the date of the compliance statement or 
the close of the first regular legislative 
session of the legislative body with the 
authority to amend the plan that begins on 
or after 91 days after the date of the com-
pliance statement. 

(11) Verification. Once the compli-
ance statement has been issued, the IRS 
may require verification that the plan has 
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complied with the correction methods and 
that any plan administrative procedures 
required by the compliance statement 
have been implemented. This verifica-
tion does not constitute an examination 
of the books and records of the employer 
or the plan (within the meaning of section 
7605(b)). If the IRS determines that the 
Plan Sponsor did not implement the cor-
rections and procedures within the time 
period provided in the issued compliance 
statement, the plan may be referred to 
Employee Plans Examinations. 

.08 Compliance statement. (1) Gen-
eral description of compliance statement. 
The compliance statement issued for a 
VCP submission only addresses the fail-
ures identified in the submission, the terms 
of correction (including any revision of 
administrative procedures), and the time 
period within which proposed correc-
tions must be implemented (including any 
changes in administrative procedures). 
The compliance statement also provides 
that the IRS will not treat the plan as fail-
ing to satisfy the applicable requirements 
of the Code on account of the failures 
described in the compliance statement if 
the conditions of the compliance state-
ment are satisfied. The reliance provided 
by a compliance statement is limited to 
the failures and years specified and does 
not provide reliance for any other failure 
or year. 

(2) Correction through plan amend-
ment. (a) Interim Amendment Failures. 
With respect to an Interim Amendment 
Failure, as defined in section 4.01(2)(a)(ii)
(C) and 4.02(2)(a)(ii)(C), the issuance of 
a compliance statement will result in the 
corrective amendments being treated as if 
they had been adopted timely for the pur-
pose of determining the availability of the 
remedial amendment period in Rev. Proc. 
2007‑44 for an individually designed plan 
and Rev.  Proc. 2023‑37 for a Pre‑ap-
proved Plan. However, the issuance of 
such a compliance statement does not 
constitute a determination as to whether 
the corrective plan amendment, or the 
terms of the plan, including the corrective 
plan amendment, satisfy the Qualification 
Requirements or Section 403(b) Require-
ments in form. 

(b) Nonamender Failures. With respect 
to a Nonamender Failure, as defined in 
section 4.01(2)(a)(ii)(D) and 4.02(2)(a)

(ii)(D), including amendments provided 
on the Required Amendments List for an 
individually designed plan, the issuance 
of a compliance statement will result in 
the corrective amendments being treated 
as if they had been timely adopted during 
the applicable remedial amendment 
period. However, the issuance of such a 
compliance statement does not constitute 
a determination as to whether the correc-
tive plan amendment complies with the 
change in Qualification Requirements or 
Section 403(b) Requirements, whether the 
corrective plan amendment conforms the 
terms of the plan to the plan’s prior oper-
ations, or whether the terms of the plan, 
including the corrective plan amendment, 
satisfy the Qualification Requirements or 
Section 403(b) Requirements in form. 

(c) Operational Failures. The issuance 
of a compliance statement for an Opera-
tional Failure that is corrected through a 
plan amendment constitutes a determina-
tion that the Operational Failure has been 
corrected, if the amendment is adopted 
within the period allowed under section 
9.07(10), but is not a determination that 
the terms of the plan, including the cor-
rective plan amendment, satisfy the Qual-
ification Requirements or Section 403(b) 
Requirements in form.

(d) Failure to adopt a written Sec-
tion 403(b) Plan timely. The issuance of 
a compliance statement for a failure to 
adopt a written Section 403(b) Plan timely 
in accordance with the final regulations 
under section 403(b) and Notice  2009‑3 
will result in the Section 403(b) Plan being 
treated as if it had been adopted timely for 
the purposes of the extended remedial 
amendment period set forth in Rev. Proc. 
2017‑18, 2017‑5 IRB 743, as modified by 
Notice 2020‑35, 2020‑35 IRB 948. How-
ever, the issuance of a compliance state-
ment does not constitute a determination 
as to whether the written plan, as drafted, 
complies with the applicable requirements 
of section 403(b) and the final section 
403(b) regulations. 

(e) Failure to adopt an initial plan 
document timely. The issuance of a com-
pliance statement for a failure to adopt an 
initial plan document for a Qualified Plan, 
a Section  403(b) Plan, a SEP Arrange-
ment, or a SIMPLE IRA Plan will result 
in the plan being treated as if it had been 
adopted timely. However, the issuance 

of a compliance statement does not con-
stitute a determination as to whether the 
written plan, as drafted, complies with the 
applicable Code requirements. 

(3) Administrative procedures required. 
Where current procedures are inadequate 
for operating the plan in conformance 
with the applicable requirements of the 
Code, the compliance statement will be 
conditioned upon the implementation of 
stated administrative procedures. The IRS 
may prescribe appropriate administrative 
procedures in the compliance statement.

(4) Compliance statement conditioned 
upon timely correction. The compliance 
statement is conditioned on (a) there being 
no misstatement or omission of material 
facts in connection with the submission, 
and (b) the implementation of the specific 
corrections and satisfaction of any other 
conditions in the compliance statement. 

(5) Authority delegated. The author-
ity to approve compliance statements 
(including relief from any excise or addi-
tional income tax as provided under sec-
tion 6.15) on behalf of the Manager of EP 
Voluntary Compliance is delegated to EP 
Voluntary Compliance group managers. 

.09 Effect of compliance statement 
on examination. The compliance state-
ment is binding upon both the IRS and the 
Plan Sponsor or Eligible Organization (as 
defined in section 9.11(1)) with respect to 
the specific tax matters identified therein 
for the periods specified, but does not 
preclude or impede an examination of the 
plan by the IRS relating to matters out-
side the compliance statement, even with 
respect to the same taxable year or years 
to which the compliance statement relates. 

.10 Anonymous submissions not 
permitted. VCP submissions may not be 
submitted on an anonymous basis. Iden-
tifying information for the Plan Sponsor 
and plan must be disclosed on the applica-
tion form submitted, as well as any other 
forms, documents, or exhibits included 
with the submission. 

.11 Special rules relating to group 
submissions. (1) In general. An Eligible 
Organization may submit a VCP request 
for a Qualified Plan, a Section  403(b) 
Plan, a SEP Arrangement, or a SIMPLE 
IRA Plan under a group submission for 
Plan Document Failures, Operational 
Failures, and Employer Eligibility Fail-
ures. An Eligible Organization is eligible 
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to make a group submission if the failures 
in the submission result from a systemic 
error involving the Eligible Organization 
that affects at least 10 plans and results 
in at least 10 plans implementing correc-
tion. If, at any time before the IRS issues 
the compliance statement, the number of 
plans falls below 10, the Eligible Organi-
zation must notify the IRS that it is no lon-
ger eligible to make a group submission. 
Under this circumstance, the user fee may 
be retained by the IRS. 

For purposes of a group submission, 
“Eligible Organization” means (a) a spon-
sor or provider21 of a Pre-approved Plan, 
(b) an insurance company or other entity 
that has issued annuity contracts or pro-
vides services with respect to assets for 
Section 403(b) Plans, or (c) an entity that 
provides its clients with administrative 
services with respect to Qualified Plans, 
Section 403(b) Plans, SEP Arrangements, 
or SIMPLE IRA Plans.

(2) User fees based on number of plans. 
The user fee for a group submission is set 
forth in Appendix A of Rev. Proc. 2026‑4 
(and its annual successors). In general, the 
user fee for a group submission is based 
on the number of plans affected by the 
failures described in the submission. For 
this purpose, in the case of a plan that 
consists of a basic plan document and 
adoption agreements, the number of plans 
submitted is determined by reference to 
the number of basic plan documents sub-
mitted. 

(3) Separate group submission 
required. Except with respect to a group 
submission involving a Plan Document 
Failure described in this paragraph, if the 
failure that is the subject of a group sub-
mission occurred in more than one type of 
plan, a separate group submission must be 
made for each type of plan. For this pur-
pose, (a) defined contribution plans under 
section 401(a), (b) Section 403(b) Plans, 
(c) defined benefit plans, and (d) SEP 
Arrangements and SIMPLE IRA Plans are 
considered four different plan types. Not-
withstanding the preceding, if the plans 

that are the subject of a group submission 
were operated in accordance with appli-
cable Code requirements as of the appli-
cable effective date, and the failure con-
sists solely of a Nonamender Failure or an 
Interim Amendment Failure, defined con-
tribution plans (including Section 403(b) 
Plans) and defined benefit plans may be 
submitted in a single group submission. 

(4) Special group submission proce-
dures. (a) In general. A group submission 
is subject to the same procedures as any 
VCP submission in accordance with sec-
tions 9 and 10, except that the Eligible 
Organization is responsible for perform-
ing the procedural obligations imposed on 
the Plan Sponsor under sections 9 and 10, 
including submitting the relevant portions 
of the plan document(s).

(b) Notice to Plan Sponsors. Before 
filing a group submission, the Eligible 
Organization must provide notice to all 
Plan Sponsors of the plans eligible to be 
included in the group submission. The 
notice must be provided at least 30 days 
before the Eligible Organization’s group 
submission to the IRS. The purpose of 
the notice is to provide each Plan Spon-
sor with information relating to the group 
submission request. The notice should 
explain the reason for the group submis-
sion and inform the Plan Sponsor that the 
Plan Sponsor’s plan will be included in the 
group submission unless the Plan Sponsor 
responds within the 30‑day notice period 
and requests that the Plan Sponsor’s plan 
be excluded from the group submission. 

(c) Required list and certification. 
When filing a group submission via the 
Pay.gov website, the Eligible Organiza-
tion must include a list setting forth (i) 
the employer tax identification numbers 
for the Plan Sponsors of the plans that 
consented to be included in the group 
submission and to which the compliance 
statement may be applicable, (ii) the plans 
by name, plan number, type of plan, and 
number of plan participants, and (iii) net 
assets as listed on the most recently filed 
Form 5500 series return.22 The Eligible 

Organization must also include a certifi-
cation that each Plan Sponsor received 
notice of the group submission.

At the time of initial submission, the 
list and certification must be included in 
the Portable Document Format (“PDF”) 
file described in section 10.03(2). The 
Eligible Organization can add a Plan 
Sponsor that has received a notice with 
the information described in section 
9.11(4)(b) to the list at any stage of the 
submission process before the compli-
ance statement has been signed. How-
ever, a Plan Sponsor may only be added 
to the list after the initial submission if 
the Plan Sponsor has not been notified of 
an impending examination (see section 
4.08). If the Eligible Organization adds 
an additional Plan Sponsor to the list 
after the initial submission, the Eligible 
Organization must submit the updated 
list to the IRS representative in an elec-
tronic format prior to the issuance of the 
signed compliance statement.

When an Eligible Organization 
receives an unsigned compliance state-
ment from the IRS on the proposed 
correction and agrees to the terms of 
the compliance statement, the Eligi-
ble Organization must return the signed 
compliance statement and any additional 
user fee required under Appendix  A of 
Rev. Proc. 2026‑4 (and its annual succes-
sors) within 21 calendar days, in accor-
dance with section 10.06. Only those 
plans for which correction is actually 
made within 240 calendar days of the 
date of the signed compliance statement 
(or within such longer period as may be 
agreed to by the IRS at the request of the 
Eligible Organization) will be covered by 
the compliance statement. 

.12 Multiemployer and multiple 
employer plans. In the case of a multiem-
ployer or multiple employer plan, the plan 
administrator, rather than any contributing 
or adopting employer, must file a submis-
sion under VCP with respect to any plan 
failures and is responsible for perform-
ing the procedural obligations imposed 

21 A provider also includes a sponsor of a master and prototype plan, a mass submitter, and a volume submitter practitioner as defined in Rev. Proc. 2015‑36, 2015‑27 IRB 20, with respect 
to Qualified Plans, and includes a prototype sponsor, a mass submitter, and a volume submitter practitioner as defined in Rev. Proc. 2013‑22, 2013‑18 IRB 985, as modified by Rev. Proc. 
2014‑28, 2014‑16 IRB 944, and Rev. Proc. 2021‑37, 2021‑38 IRB 385, with respect to Section 403(b) Plans.
22 If the Plan Sponsor is not required to file a Form 5500 series return, the amount of net assets generally will be the amount of net assets as of the last day of the most recently completed plan 
year preceding the date of the group submission. However, if this information has not been compiled at the time of submission, the Plan Sponsor may use the amount of net assets associated 
with the most recently completed prior plan year for which information on the amount of net assets is available. This exception will not apply if the information is submitted more than seven 
months after the close of the most recently completed plan year preceding the submission.
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on the Plan Sponsor under sections 9 and 
10. The plan administrator may desig-
nate an authorized representative to file a 
VCP submission with the IRS using the 
Pay.gov website as described in section 
10.08. The request must be with respect to 
the plan, rather than a portion of the plan 
affecting any particular employer.

SECTION 10. SUBMISSION 
PROCEDURES FOR VCP

.01 General rules. (1) A VCP submis-
sion must satisfy the requirements of this 
section 10.

(2) All VCP submissions must be filed 
using the Pay.gov website, as described in 
this section 10. On the Pay.gov website, 
applicants (generally, either a Plan Spon-
sor or a representative authorized pursuant 
to a valid Form 2848 as provided in sec-
tion 10.08) will file a VCP submission and 
pay applicable user fees online. Any paper 
VCP submissions will be returned to the 
applicant. 

(3) A VCP submission must include a 
description of the failures, a description of 
the proposed methods of correction, and 
other procedural items set forth in this sec-
tion 10.

.02 Submission of model forms. (1) 
To satisfy certain submission require-
ments, applicants may submit Form 14568 
and attach separate narrative documents 
that describe the failures, correction meth-
ods, and other items described in section 
10.04. The narrative documents should 
contain all material terms and should not 
incorporate by reference any other docu-
ment or provisions of the plan document. 
The format and content of the Form 14568 
may not be modified or changed. 

(2) Schedules  1 through 9 to Form 
14568 (Forms 14568‑A through 14568‑I) 
provide descriptions of common failures 
and standardized correction methods that 
may be submitted in lieu of the separate 
narrative documents described in section 
10.02(1). 

(3) Applicants who submit the Form 
14568 series should complete the forms 
electronically and combine all submis-
sion documents into a single PDF file that 
includes the completed forms. See section 
10.03(2) and 10.04. 

(4) Multiple schedules may be included 
in a single VCP submission.

(5) A schedule may be submitted only 
if its content applies, without modifica-
tion, to the applicant’s situation.

(6) If an applicant submits the Form 
14568 or any of its applicable schedules, 
the applicant must submit the current ver-
sions of Form 14568 and Forms 14568‑A 
through 14568‑I, as applicable, which are 
available on the IRS website at https://www.
irs.gov/retirement-plans/correcting-plan- 
errors-fill-in-vcp-submission-documents. 
The IRS reserves the right to modify the 
Form 14568 series to improve usability, 
reflect changes in law, or create additional 
schedules by adding new forms to the Form 
14568 series. 

.03 Mandatory submission process 
using the Pay.gov website. Applicants 
must use the Pay.gov website to file a 
VCP submission with the IRS and pay the 
applicable user fee. The submission pro-
cess requires the following actions:

(1) Form 8950. Applicants must file 
a Form 8950 using the Pay.gov website. 
The Instructions to Form 8950 are located 
at https://www.irs.gov/pub/irs-pdf/i8950.
pdf. 

(2) Combine required items into a PDF 
file. The applicant must convert all appli-
cable items required in section 10.04 into 
PDF documents and combine them into a 
single PDF file that follows the suggested 
ordering of documents in section 10.11. 
If the combined PDF file exceeds 15 MB, 
the applicant must remove some docu-
ments (or parts of documents) so that the 
PDF file does not exceed 15 MB. Applica-
ble documents that cannot be included in 
the PDF file because of the size limitation 
must be faxed to the IRS as described in 
section 10.03(6). 

(3) Upload and attach PDF. After fil-
ing the Form 8950 on the Pay.gov web-
site, the applicant must upload the single 
PDF that contains all submission docu-
ments required by this section 10. 

(4) Pay the applicable user fee. Submit 
the applicable user fee using the payment 
methods available on the Pay.gov website. 

(5) Payment confirmation. The Pay.gov 
website will generate a payment confirma-
tion notice after the VCP submission has 
been filed. The Pay.gov Tracking ID on 
this receipt will serve as the IRS control 
number for the VCP submission. The con-
firmation may be emailed to the Pay.gov 
account holder, with copies to other email 

addresses that the account holder chooses 
to provide. The applicant should retain a 
copy of the payment confirmation notice. 
If a payment confirmation is not generated 
by the Pay.gov website, then the VCP sub-
mission process has not been successful, 
and the applicant should contact IRS cus-
tomer account services at (877) 829‑5500 
(a toll-free number). 

(6) Required documents not part of 
uploaded PDF due to size limitation. If 
there are required VCP submission docu-
ments that cannot be part of the submitted 
PDF file due to the Pay.gov attachment 
file size limitation, the applicant must 
fax these documents to the IRS using fax 
number (855) 203‑6996. This fax number 
is to be used only to supplement VCP sub-
missions filed with the IRS on the Pay.gov 
website. A fax used to submit documents 
that cannot be part of the submitted PDF 
file due to the Pay.gov 15 MB limitation 
must include (a) the applicant name; (b) 
plan name; and (c) the Pay.gov Tracking 
ID (the IRS control number) in order for 
the documents to be associated with the 
appropriate submission.

(7) Subsequent changes or revisions. 
If an applicant needs to revise or amend a 
filed VCP submission (or any of its attach-
ments), before it is assigned to an IRS rep-
resentative, the applicant should not file 
a new submission. Instead, the applicant 
should call the VCP Status Inquiry Line at 
(626) 927‑2011 (not a toll-free number). 
The IRS will help the applicant determine 
the best method for submitting the revised 
documents.

.04 PDF file submission contents. 
The single PDF file described in sec-
tion 10.03(2) and this section 10.04 that 
is uploaded to the Pay.gov website must 
include the following information:

(1) Identification of failures. A com-
plete description of the failures, the years 
in which the failures occurred, including 
closed years (that is, years for which the 
statutory period has expired), and the 
number of individuals affected by each 
failure. 

(2) Explanation. An explanation of 
how and why the failures arose, including 
a description of the administrative proce-
dures applicable to the failures in effect at 
the time the failures occurred. 

(3) Proposed method of correction. 
A detailed description of the method 
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for correcting the failures that the Plan 
Sponsor has implemented or proposes to 
implement. Each step of the correction 
method must be described in narrative 
form. The description must include spe-
cific information needed to support the 
proposed correction method. This infor-
mation includes, for example, the number 
of employees affected and the expected 
cost of correction (both of which may be 
approximated if the exact number cannot 
be determined at the time of the request), 
the years involved, and calculations or 
assumptions the Plan Sponsor used to 
determine the amounts needed for correc-
tion. 

In addition, if the proposed method of 
correction for an Operational Failure is 
a retroactive amendment to conform the 
terms of the plan to the plan’s prior oper-
ations that results in a benefit, right, or fea-
ture that is more favorable for an employee, 
participant, or beneficiary, as provided in 
section 6.07(2)(a)(ii), the Plan Sponsor 
must demonstrate that the amendment is 
non-discriminatory. If the proposed method 
of correction for an Operational Failure is 
a retroactive amendment to conform the 
terms of the plan to the plan’s prior oper-
ations that results in a benefit, right, or fea-
ture that is less favorable for an employee, 
participant, or beneficiary, all documenta-
tion to support the request as described in 
section 6.07(2)(a)(iii) must be submitted, 
including a demonstration that this type of 
amendment is non-discriminatory.

(4) Earnings or actuarial adjustments. 
A description of the methodology that will 
be used to calculate Earnings or actuarial 
adjustments on any corrective contribu-
tions or distributions (indicating the com-
putation periods and the basis for determin-
ing Earnings or actuarial adjustments), in 
accordance with section 6.09 and 6.10.

(5) Computations. Specific calculations 
for each affected employee or a represen-
tative sample of affected employees. The 
sample calculations must be sufficient to 
demonstrate each aspect of the correction 
method proposed. For example, if a Plan 
Sponsor requests a compliance statement 
with respect to a failure to satisfy the con-
tribution limits of section 415(c) and pro-
poses a correction method that involves 
elective deferrals (whether matched or 
unmatched) and matching contributions, 
the Plan Sponsor must submit calculations 

illustrating the correction method pro-
posed with respect to each type of contri-
bution. As another example, with respect 
to a failure to satisfy the ADP test in sec-
tion 401(k)(3), the Plan Sponsor must sub-
mit the ADP test results both before the 
correction and after the correction.

(6) Former employees or beneficiaries. 
The specific method(s) that will be used to 
locate and notify affected former employ-
ees and beneficiaries, or an affirmative 
statement that no former employees or 
beneficiaries were affected by the failures 
or will be affected by the correction. 

(7) Change in administrative pro-
cedures. A description of the measures 
that have been or will be implemented to 
ensure that the same failure or failures will 
not recur.

(8) Plan document. A copy of the entire 
plan document or the relevant portions 
of the plan document. For example, in a 
case involving an improper exclusion of 
eligible employees from a profit-sharing 
plan with a cash or deferred arrangement, 
relevant portions of the plan document 
include the eligibility, allocation, and 
cash or deferred arrangement provisions 
of the plan document (including an adop-
tion agreement, if applicable), along with 
applicable definitions in the plan. In the 
case of a SEP Arrangement or a SIMPLE 
IRA Plan, the entire plan document should 
be included in the PDF document. For 
submissions limited to Plan Document 
Failures defined in section 4.01(2)(a) 
and 4.02(2)(a) for which an applicant has 
adopted a Pre-approved Plan that uses an 
adoption agreement format, as provided 
in section 4.01(2) of Rev. Proc. 2023‑37, 
a completed copy of the signed and dated 
adoption agreement is all that is necessary 
to be included in the PDF document; it 
is not necessary to include a copy of the 
entire plan document. 

(9) Request for excise tax relief (section 
4972, 4973, 4974, or 4979) or additional 
tax relief under section 72(t). If excise tax 
or additional tax relief is sought, a specific 
request for that relief should be included 
in the submission, along with explana-
tions, where applicable, supporting such 
request. 

(10) Loan failures and income tax 
reporting relief. A submission should 
state whether relief is being requested for 
not reporting a deemed distribution under 

section 72(p) and, if reporting relief is 
not being requested, whether the deemed 
distribution will be reported in the year of 
correction or the year in which the deemed 
distribution occurred. 

(11) Transferred Assets. If a submis-
sion includes a failure that relates to Trans-
ferred Assets and the failure occurred 
prior to the transfer, a description of the 
transaction (including the dates of the 
employer change and the plan transfer). 

(12) Section 403(b) Plans. A state-
ment that the Plan Sponsor has contacted 
all other entities involved with the plan 
and has been assured of cooperation in 
implementing the applicable correction, 
to the extent necessary. For example, 
if the plan’s failure is the failure to sat-
isfy the requirements of section 403(b)
(1)(E) regarding elective deferrals, the 
Plan Sponsor must, prior to making the 
VCP submission, contact the insurance 
company or custodian with control over 
the plan’s assets to ensure cooperation in 
effecting a distribution of the excess defer-
rals adjusted for Earnings thereon. The 
VCP submission must also contain a state-
ment as to the type of employer (for exam-
ple, a tax-exempt organization described 
in section 501(c)(3)) that is making the 
VCP submission. 

(13) Group submissions. For a group 
submission, a copy of the relevant por-
tions of the plan document(s) and the list 
of plans and information described in 
section 9.11(4)(c). As provided in sec-
tion 9.11, except with respect to a group 
submission involving a Plan Document 
Failure described in section 9.11(3), if the 
failure that is the subject of a group sub-
mission occurred in more than one type of 
plan, a separate group submission must be 
made for each type of plan. 

(14) Orphan Plans. If the plan is an 
Orphan Plan, information that establishes 
that the applicant is an Eligible Party, as 
defined in section 4.03(2). In addition, the 
applicant should indicate whether relief 
from full correction or a waiver from the 
user fee is being requested and the support 
for such request. See section 6.03(7) (IRS 
has the discretion to make an exception 
for full correction) and section 5.04 (IRS 
has the discretion to waive the user fee). 

(15) Plan Sponsor authorization. If the 
Plan Sponsor is authorizing an individual 
to represent it before the IRS and sign 
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and file a VCP submission on its behalf, a 
Form 2848. If the Plan Sponsor is autho-
rizing an individual to inspect and receive 
confidential information, a Form 8821, 
Tax Information Authorization. See sec-
tion 10.08. 

(16) Penalties of perjury. If the Plan 
Sponsor is authorizing an individual to 
sign and file the VCP submission (includ-
ing any subsequent material modifications 
of such submission), on its behalf, the fol-
lowing declaration: “Under penalties of 
perjury, I declare that I have examined 
this submission, including accompany-
ing documents, and, to the best of my 
knowledge and belief, the facts pre-
sented in support of this submission are 
true, correct, and complete.” The decla-
ration must be signed by the Plan Sponsor, 
not the Plan Sponsor’s representative, and 
include the title of the authorized individ-
ual who signed the declaration. 

.05 User fee due at the time of VCP 
submission using the Pay.gov website. 
Except as provided in section 10.04(14) 
(Orphan Plans) and 10.06 (Additional user 
fee due for group submissions), the user 
fee set forth in Appendix A of Rev. Proc. 
2026‑4 (and its annual successors) must 
be paid on the Pay.gov website as part of 
the VCP submission process. If the appro-
priate user fee is not paid, the VCP sub-
mission will not be processed.

.06 Additional user fee due for group 
submissions. In the case of a group sub-
mission, the initial user fee (described in 
Appendix A of Rev. Proc. 2026‑4 (and its 
annual successors)) must be paid when the 
submission is first made to the IRS on the 
Pay.gov website. Any additional user fee 
amount (also described in Appendix A of 
Rev. Proc. 2026‑4 (and its annual succes-
sors)) is due at the time the compliance 
statement is signed by the Eligible Orga-
nization and returned to the IRS, or when 
agreement has been reached between the 
IRS and the Eligible Organization regard-
ing correction of the failure(s). The pay-
ment of this additional user fee must be 
made using the Pay.gov website and the 
Pay.gov version of Form 8951, Additional 
Payment for Open Application for VCP or 
IVCP. 

.07 Additional amounts due for cer-
tain submissions. In the case of a SEP 
Arrangement or a SIMPLE IRA Plan, 
a sanction may be imposed pursuant 

to a closing agreement over and above 
the specified user fee in limited circum-
stances. See section 6.17(4)(c) for details. 
Also, in any case involving section 72(t), 
a sanction may be imposed pursuant to a 
closing agreement. See section 6.15(6).

.08 Power of attorney requirements. 
(1) To appear before the IRS in connec-
tion with a submission, the Plan Spon-
sor’s authorized representative must 
comply with the requirements of section 
6.02(11) and (12) of Rev.  Proc. 2026‑4 
(and its annual successors) and include a 
Form 2848. A Form 2848 that designates 
a representative who is not qualified to 
sign Part II of the Form 2848 (for exam-
ple, an unenrolled return preparer) will 
not be accepted. However, a Plan Spon-
sor may authorize an individual, such as 
an unenrolled return preparer, to inspect 
or receive confidential information using 
Form 8821 (see Form 8821 and Instruc-
tions). The Form 2848 or Form 8821, as 
applicable, must be included in the PDF 
file uploaded to the Pay.gov website. See 
section 10.04(15).

(2) A Plan Sponsor may designate an 
authorized representative to file a VCP 
submission with the IRS using the Pay.gov 
website. If the Plan Sponsor is authorizing 
an individual to sign and submit a VCP 
submission on its behalf, the Plan Spon-
sor must specifically indicate the scope 
of such authorization on the Form 2848. 
In order to properly authorize such indi-
vidual, the Plan Sponsor should check the 
box in line 5a for “Other acts authorized” 
on Form 2848 and include as a descrip-
tion “signing and filing of the Form 8950 
and accompanying documents as part of 
a VCP submission.” This option is not 
available for individuals listed on a Form 
8821. See section 10.04(16) requiring a 
penalties of perjury declaration signed 
by the Plan Sponsor to be included in the 
application. 

.09 Acknowledgement of filing. The 
IRS will not mail an acknowledgement 
letter to an applicant or its authorized rep-
resentative that has filed a VCP submis-
sion (or non-VCP submission for a sec-
tion 457(b) plan, as permitted by section 
5.05). The Pay.gov website generates a 
“Payment Confirmation–Application for 
Voluntary Correction Program” when 
the VCP submission is successfully filed. 
The Pay.gov Tracking ID on this receipt 

serves as the IRS control number for 
the filed VCP submission and should be 
considered an official acknowledgement. 
See section 10.03(5), payment confir-
mation. Additional information regard-
ing the status of a submission may be 
found at: https://www.irs.gov/retirement- 
plans/voluntary-correction-program-vcp- 
submission-status. 

.10 Maintenance of copies of submis-
sions. Plan Sponsors and their authorized 
representatives should maintain copies of 
all correspondence submitted to the IRS 
with respect to their VCP submissions. 

.11 Assembling the submission. The 
IRS will be able to process a VCP sub-
mission more quickly if the required doc-
uments in the PDF uploaded on the Pay.
gov website are presented in the following 
order:

(1) Plan Sponsor’s Penalties of Perjury 
Statement.

(2) Power of Attorney (Form 2848) 
or Tax Information Authorization (Form 
8821).

(3) Applicable cover letter.
(4) The information described in sec-

tion 10.04.
(5) If the VCP submission includes 

either the Model Compliance Statement 
(Form 14568) or any schedule (Forms 
14568‑A through 14568‑I), any required 
information and enclosures, and any 
related schedules. 

(6) Relevant plan document language, 
or plan document (if applicable).

(7) Copy of opinion, advisory, or deter-
mination letter (if applicable).

(8) Any other items that may be rele-
vant to the VCP submission. 

SECTION 11. VCP USER FEES

The user fees for all submissions 
under VCP are set forth in Appendix  A 
of Rev. Proc. 2026-4 (and its annual suc-
cessors). Plan Sponsors should refer to 
the annual Employee Plans revenue pro-
cedure in effect at the time they file their 
VCP submission with the IRS to deter-
mine the applicable user fee. All user fees 
must be paid upon filing the VCP submis-
sion (except as provided in sections 5.04 
and 10.04(14), regarding a waiver from 
user fees for Orphan Plans, and section 
10.06, regarding additional user fees for 
group submissions). 
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PART VI. CORRECTION ON AUDIT 
(AUDIT CAP)

SECTION 12. DESCRIPTION OF 
AUDIT CAP

.01 Audit CAP requirements. If the 
IRS identifies a Qualification Failure, 
Section 403(b) Failure, SEP Arrangement 
Failure, or SIMPLE IRA Plan Failure 
(other than a failure that has been cor-
rected in accordance with SCP or VCP) 
upon an Employee Plans or Exempt Orga-
nizations examination of a Qualified Plan, 
Section  403(b) Plan, SEP Arrangement, 
or SIMPLE IRA Plan, the requirements 
of this section 12 are satisfied with respect 
to the failure if the Plan Sponsor corrects 
the failure, pays a sanction in accordance 
with section 13, satisfies any additional 
requirements of section 12.03, and enters 
into a closing agreement with the IRS. 
This section 12 also applies if the IRS 
identifies a participant loan that did not 
comply with the requirements of section 
72(p)(2) (other than a loan failure that 
is corrected in accordance with SCP or 
VCP) upon an Employee Plans or Exempt 
Organizations examination of a Qualified 
Plan or Section 403(b) Plan.

.02 Payment of sanction. Payment of 
the sanction under section 13 generally is 
required at the time the closing agreement 
is signed. The Plan Sponsor must pay the 
sanction under Audit CAP using the pay-
ment methods available on the Pay.gov 
website, unless the Plan Sponsor does 
not have the capability to use the meth-
ods on the Pay.gov website. In that case, 
the Plan Sponsor may pay the Audit CAP 
sanction by submitting a certified check 
or cashier’s check made payable to the 
United States Treasury.

.03 Additional requirements. 
Depending on the nature of the failure, the 
IRS will discuss the appropriateness of the 
plan’s existing administrative procedures 
with the Plan Sponsor. If existing admin-
istrative procedures are inadequate for 
operating the plan in conformance with 
the applicable requirements of the Code, 
the closing agreement may be conditioned 
upon the implementation of stated proce-
dures. 

.04 Failure to reach resolution. If the 
IRS and the Plan Sponsor cannot reach an 
agreement with respect to the correction 

of the failure(s) or the amount of the sanc-
tion, then the plan will be disqualified as 
if it did not comply with section 401(a), 
the plan or contract will be treated as if 
it did not comply with section 403(b), the 
SEP Arrangement will be treated as if it 
did not comply with section 408(k), or the 
SIMPLE IRA Plan will be treated as if it 
did not comply with section 408(p). 

.05 Effect of closing agreement. A 
closing agreement constitutes an agree-
ment between the IRS and the Plan Spon-
sor that is binding with respect to the tax 
matters identified in the agreement for the 
periods specified. 

.06 Other procedural rules. The pro-
cedural rules for Audit CAP are set forth in 
IRM 4.70.14.2.1.2.2.2, EP – EPCRS Clos-
ing Agreements; IRM 4.70.14.2.1.2.2.4, 
EP – Electronic Payments of Closing 
Agreement Sanctions; and IRM  7.11.8, 
EP Determinations Closing Agreement 
Program. 

SECTION 13. AUDIT CAP 
SANCTION

.01 Determination of sanction. The 
sanction under Audit CAP is a negoti-
ated amount that is determined based on 
the facts and circumstances, including 
the relevant factors described in section 
13.02. Sanctions will not be excessive and 
will bear a reasonable relationship to the 
nature, extent, and severity of the failures, 
based on the factors below. The sanction 
generally will not be less than the VCP 
user fee applicable to the plan. See section 
13.04 for special rules relating to the sanc-
tion for Nonamender Failures discovered 
during the determination letter application 
process.

.02 Factors considered. Factors 
include:

(1) For all plans (as appropriate):
(a) the steps taken by the Plan Sponsor 

to ensure that the plan had no failures;
(b) the steps taken by the Plan Spon-

sor to identify failures that may have 
occurred;

(c) the extent to which correction had 
progressed before the examination was 
initiated, including full correction;

(d) the number and type of employees 
affected by the failure;

(e) the number of non-highly compen-
sated employees who would be adversely 

affected if the plan were not treated as 
qualified or not treated as satisfying the 
requirements of section 403(b), 408(k), or 
408(p);

(f) whether the failure is a failure to 
satisfy the requirements of section 401(a)
(4), 401(a)(26), or 410(b), either directly 
or through section 403(b)(12);

(g) whether the failure is solely an 
Employer Eligibility Failure;

(h) the period over which the failure 
occurred (for example, the time that has 
elapsed since the end of the applicable 
remedial amendment period under section 
401(b) for a Plan Document Failure);

(i) the reason for the failure (for exam-
ple, data errors such as errors in transcrip-
tion of data, the transposition of numbers, 
or minor arithmetic errors); and

(j) the Maximum Payment Amount.
(2) Additional factors for Nonamender 

Failures in Qualified Plans and Section 
403(b) Plans. The factors considered for 
Nonamender Failures in Qualified Plans 
and Section 403(b) Plans also include:

(a) whether the plan is the subject of a 
favorable determination, opinion, or advi-
sory letter;

(b) the internal controls implemented 
by the Plan Sponsor to ensure the timely 
adoption of required amendments;

(c) the extent to which the Plan Spon-
sor had adopted a timely plan amend-
ment which later is found not to satisfy 
the Qualification Requirements or Sec-
tion 403(b) Requirements;

(d) the extent to which the Plan Spon-
sor had otherwise adopted applicable 
amendments identified on the Required 
Amendments List described in section 7 
of Rev.  Proc. 2022‑40, as modified, and 
published annually in the IRB; and

(e) the extent to which the Plan Spon-
sor had reasonably determined that a 
provision on the Required Amendments 
List described in section 7 of Rev. Proc. 
2022‑40, as modified, was not applicable 
to the Plan Sponsor’s plan.

(3) Participant loan failure. An addi-
tional factor taken into account with 
respect to a participant loan that did not 
comply with the requirements of section 
72(p)(2) is the extent to which the failure 
is a result solely of action (or inaction) of 
the employer or its agents (or the extent to 
which the failure is a result of the employ-
ee’s or beneficiary’s action or inaction).
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.03 Transferred Assets. If the exam-
ination involves a plan with Transferred 
Assets and the IRS determines that no new 
incidents of the failures that relate to the 
Transferred Assets occurred after the end 
of the second plan year that begins after 
the corporate merger, acquisition, or other 
similar employer transaction, the sanction 
under Audit CAP will not exceed the sanc-
tion that would apply if the Transferred 
Assets were maintained as a separate plan. 

.04 Sanction for Nonamender Fail-
ures discovered during the determina-
tion letter application process. (1) In 
general. Except as provided in section 
13.04(2), if the only failure identified by 
the IRS during the determination letter 
application process is a Nonamender Fail-
ure that was not voluntarily identified by 
the Plan Sponsor, the sanction for both an 
individually designed plan and a Pre-ap-
proved Plan is 200 percent of the applica-
ble VCP user fee described in Appendix A 
of Rev. Proc. 2026-4 (and its annual suc-
cessors). 

(2) Modified sanction in certain 
cases. The sanction prescribed in section 
13.04(1) may be reduced or increased in 
the following circumstances:

(a) If a plan amendment was timely 
adopted in order to establish or maintain 
the plan’s qualified status or to establish 
or maintain the plan’s eligible status as 
a Section 403(b) Plan but is found not to 
satisfy the applicable requirements of the 
Code, the applicable sanction described in 
section 13.04(1) may be reduced based on 
the facts and circumstances, including the 
factors described in section 13.02(2)(a), 
(b), and (c). However, the sanction gener-
ally will not be less than the VCP user fee 
applicable to the plan. 

(b) If a Nonamender Failure is 
egregious, the sanction will be deter-
mined under section 13.01. Whether a 
Nonamender Failure is egregious will be 
determined based on the facts and circum-
stances, including:

(i) the number of plan amendments that 
were not timely adopted;

(ii) the number of years that had elapsed 
from the end of the remedial amendment 
period until amendments were adopted (if 
at all); and

(iii) the extent to which the plan lacked 
internal controls to facilitate the timely 
adoption of amendments.

PART VII. EFFECT ON OTHER 
DOCUMENTS; EFFECTIVE 
DATE; PUBLIC COMMENTS; 
PAPERWORK REDUCTION ACT

SECTION 14. EFFECT ON OTHER 
DOCUMENTS

Rev.  Proc. 2021‑30 is modified and 
superseded by this revenue procedure. 
Notice 2023‑43, Notice 2024‑77, and sec-
tion II.I of Notice 2024‑2 are also modi-
fied and superseded by this revenue pro-
cedure.

SECTION 15. EFFECTIVE DATE

This revenue procedure is generally 
effective October 22, 2026. 

SECTION 16. PUBLIC COMMENTS

The Treasury Department and the IRS 
invite comments on this revenue proce-
dure. Comments should be submitted in 
writing on or before January  20,  2027, 
and should include a reference to Revenue 
Procedure 2026‑34. Consideration will be 
given, however, to any written comment 
submitted after January 20, 2027, if such 
consideration will not delay the issuance 
of guidance. Comments may be submitted 
electronically via the Federal eRulemak-
ing Portal at www.regulations.gov (type 
“IRS‑2026‑1388” in the search field on 
the Regulations.gov home page to find 
this revenue procedure and submit com-
ments). Alternatively, comments may be 
submitted by mail to:

�CC:PA:01:PR (Revenue Procedure 
2026‑34), Room 5503
Internal Revenue Service
P.O. Box 7604
Ben Franklin Station
Washington, D.C. 20044
The Treasury Department and the IRS 

will publish for public availability any 
comment submitted electronically or on 
paper to its public docket.

SECTION 17. PAPERWORK 
REDUCTION ACT

The collection of information contained 
in this revenue procedure has been reviewed 
and approved by the Office of Management 
and Budget in accordance with the Paper-

work Reduction Act (44  U.S.C.  §  3507) 
under control number 1545‑1673.

An agency may not conduct or sponsor, 
and a person is not required to respond 
to, a collection of information unless the 
collection of information displays a valid 
OMB control number.

The collection of information in this rev-
enue procedure is in sections 6.03(6), 6.07, 
6.15(5), 6.15(6), 9, 10, and 12.01, and in 
Appendix section .05(8)(c) and (9)(c). This 
information is required to enable the Com-
missioner, Tax Exempt and Government 
Entities Division of the IRS, to consider the 
issuance of various types of closing agree-
ments and compliance statements. This 
information will be used to issue closing 
agreements and compliance statements to 
allow individual plans to continue to main-
tain their tax-favored status. As a result, 
favorable tax treatment of the benefits of 
the eligible employees is retained. The 
likely respondents are individuals, state or 
local governments, businesses or other for-
profit institutions, nonprofit institutions, 
and small businesses or organizations.

The estimated total annual reporting or 
recordkeeping burden is 42,753 hours.

The estimated annual burden per 
respondent/recordkeeper varies from 0.73 
to 20.03 hours, depending on individual 
circumstances, with an estimated average 
of 6.7 hours. The estimated number of 
respondents or recordkeepers is 6,390.

The estimated frequency of responses 
is occasional.

Books or records relating to a collec-
tion of information must be retained as 
long as their contents may become mate-
rial in the administration of any internal 
revenue law. Generally, tax returns and 
tax return information are confidential, as 
required by 26 U.S.C. § 6103. 

DRAFTING INFORMATION

The principal author of this revenue 
procedure is the Office of the Associ-
ate Chief Counsel (Employee Benefits, 
Exempt Organizations, and Employment 
Taxes). For further information regard-
ing this revenue procedure, please contact 
the Employee Plans’ taxpayer assistance 
telephone service at (877) 829‑5500 (a 
toll-free number) between the hours of 
8:30  a.m. and 4:30  p.m. Eastern Time, 
Monday through Friday.
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.01 General rule. (1) In general. This 
Appendix sets forth correction meth-
ods for Operational Failures relating to 
Qualified Plans. In each case, the method 
described corrects the Operational Failure 
identified in the headings below. Correc-
tive allocations, contributions, and distri-
butions must reflect Earnings and actuarial 
adjustments if required by sections 6.09 
and 6.10 of this revenue procedure. To 
the extent a failure listed in this Appendix 
could occur under a Section 403(b) Plan, 
a SEP Arrangement, or a SIMPLE IRA 
Plan, the correction method listed for such 
failure, such as the correction method for 
an Employee Elective Deferral failure in 
section .05(9), may similarly be used to 
correct the failure. Unless otherwise spec-
ified, section references in this Appendix 
refer to sections in this Appendix. If a plan 
has a different but analogous failure to one 
set forth in this Appendix (such as the fail-
ure to provide a matching contribution by 
a governmental plan that is not subject to 
section 401(m)), then the analogous cor-
rection method under this Appendix is 
generally available to correct the failure.

(2) Correction methods permitted in 
this Appendix are safe harbors. Correc-
tion methods permitted in this Appendix 
are deemed to be reasonable and appro-
priate methods of correcting a failure. A 
Plan Sponsor may choose any correction 
method by which the plan can satisfy the 
requirements of the correction method. 
For example, a section 401(k) plan that 
improperly excluded an employee may 
use the general correction method under 
section .05(2). However, if the section 
401(k) plan has an automatic contribution 
feature, the plan may use the correction 
method under section .05(8), assuming the 
plan satisfies the eligibility requirements 
in section .05(8)(a). If the section 401(k) 
plan doesn’t have an automatic contribu-
tion feature but is able to correct the fail-
ure within a specified time period, the plan 
may use the correction method under sec-
tion .05(9)(a) or (b).

(3) Other reasonable correction 
methods permitted. As provided in sec-
tion 6.02(3) of this revenue procedure, 
there may be more than one reasonable 

and appropriate correction of a failure. 
Whether any other correction method, not 
described in this Appendix, is reasonable 
and appropriate is determined taking into 
account the applicable facts and circum-
stances and must satisfy the correction 
principles in section 6 of this revenue 
procedure. For example, the sponsor of a 
Section 403(b) Plan that failed to satisfy 
the universal availability requirement of 
section 403(b)(12)(A)(ii) might correct 
by determining the missed deferral for 
an excluded employee using a percent-
age based on the average deferrals for all 
employees in the plan instead of using the 
rule for calculating missed deferrals set 
out in section .05(6)(b). In doing so, the 
correction method would fall outside this 
Appendix, and the Plan Sponsor would 
need to satisfy the general correction prin-
ciples of section 6 and other applicable 
rules in this revenue procedure. 

(4) Assumptions for examples. Unless 
otherwise specified, for ease of presen-
tation, the examples in this Appendix 
assume that:

(a) the plan year and the section 415 
limitation year are the calendar year;

(b) the Plan Sponsor maintains a single 
plan intended to satisfy section 401(a) and 
has never maintained any other plan;

(c) in a defined contribution plan, the 
plan provides that forfeitures are used to 
reduce future employer contributions;

(d) the eligibility and other require-
ments for SCP, VCP, or Audit CAP, 
whichever applies, are satisfied; 

(e) there are no failures other than 
the described Operational Failures, and 
if a corrective action would result in any 
additional failure, appropriate corrective 
action is taken for that additional failure 
in accordance with this revenue proce-
dure; and

(f) if the examples in this Appendix do 
not identify whether the plan offers des-
ignated Roth contributions, the results in 
the examples, including corrective contri-
butions, would be the same whether or not 
the plan offered designated Roth contribu-
tions.

.02 Failure to properly provide the 
minimum top-heavy benefit under sec-

tion 416 to non-key employees. In a 
defined contribution plan, the safe harbor 
correction method is to properly contrib-
ute and allocate the required top-heavy 
minimums to the plan in the manner pro-
vided for in the plan on behalf of the non-
key employees (and any other employees 
required to receive top-heavy allocations 
under the plan). In a defined benefit plan, 
the minimum required benefit must be 
accrued in the manner provided in the 
plan. 

.03 Failure to satisfy the ADP test set 
forth in section 401(k)(3) and the ACP 
test set forth in section 401(m)(2). (1) 
QNEC correction method. A safe harbor 
correction method is to make QNECs (as 
defined in § 1.401(k)‑6) on behalf of the 
non-highly compensated employees to 
the extent necessary to raise the actual 
deferral percentage or actual contribution 
percentage of the non-highly compen-
sated employees to the percentage needed 
to pass the test or tests. For purposes of 
correcting a failed ADP or ACP test, any 
amounts used to fund QNECs must satisfy 
the definition of QNEC in §  1.401(k)‑6. 
The contributions must be made on behalf 
of all eligible non-highly compensated 
employees (to the extent permitted under 
section 415) and must be the same percent-
age of compensation. QNECs contributed 
to satisfy the ADP test need not be taken 
into account for determining additional 
contributions (for example, a matching 
contribution), if any. For purposes of this 
section .03, employees who would have 
received a matching contribution had they 
made elective deferrals must be counted as 
eligible employees for the ACP test, and 
the plan must satisfy the ACP test. Under 
this correction method, a plan may not be 
treated as two separate plans, one cover-
ing otherwise excludable employees and 
the other covering all other employees (as 
permitted in § 1.410(b)‑6(b)(3)), in order 
to reduce the number of employees eligi-
ble to receive QNECs. Likewise, under 
this correction method, the plan may not 
be restructured into component plans in 
order to reduce the number of employees 
eligible to receive QNECs. (See Exam-
ple 1.) 

APPENDIX

OPERATIONAL FAILURES AND CORRECTION METHODS
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(2) One-to-one correction method. (a) 
In general. In addition to the QNEC cor-
rection method in section .03(1), a failure 
to satisfy the ADP test or ACP test may 
be corrected by using the one-to-one cor-
rection method set forth in this section 
.03(2). Under the one-to-one correction 
method, an excess contribution amount is 
determined and assigned to highly com-
pensated employees as provided in section 
.03(2)(b) below. That excess contribution 
amount (adjusted for Earnings) is either 
distributed to the highly compensated 
employees or forfeited from the highly 
compensated employees’ accounts as 
provided in section .03(2)(c) below. That 
same dollar amount (that is, the excess 
contribution amount, adjusted for Earn-
ings) is contributed to the plan and allo-
cated to non-highly compensated employ-
ees as provided in section .03(2)(d) below. 
Under this correction method, a plan may 
not be treated as two separate plans, one 
covering otherwise excludable employees 
and the other covering all other employees 
(as permitted in § 1.410(b)‑6(b)(3)). Like-
wise, restructuring the plan into compo-
nent plans is not permitted. 

(b) Determination of the excess contri-
bution amount. The excess contribution 
amount for the year is equal to the excess 
of (i) the sum of the excess contributions 
(as defined in section 401(k)(8)(B)) and the 
excess aggregate contributions (as defined 
in section 401(m)(6)(B)), as assigned to 
each highly compensated employee in 
accordance with section 401(k)(8)(C) and 
(m)(6)(C), over (ii) previous corrections 
that complied with section 401(k)(8) and 
(m)(6).

(c) Distributions and forfeitures of the 
excess contribution amount. (i) The por-
tion of the excess contribution amount 
assigned to a particular highly compen-
sated employee under section .03(2)(b) is 
adjusted for Earnings from the end of the 
plan year of the year of the failure through 
the date of correction. The amount 
assigned to a particular highly compen-
sated employee, as adjusted, is distributed 
or, to the extent the amount was forfeitable 
as of the close of the plan year of the fail-
ure, is forfeited. If the amount is forfeited, 
it is used in accordance with the plan pro-
visions relating to forfeitures that were 
in effect for the year of the failure. If the 
amount so assigned to a particular highly 

compensated employee has been previ-
ously distributed, the amount is an Excess 
Amount within the meaning of section 
4.01(3) or 4.02(3) of this revenue proce-
dure. Thus, pursuant to section 6.11(1) of 
this revenue procedure, the Plan Sponsor 
must notify the employee that the Excess 
Amount is not eligible for favorable tax 
treatment accorded to distributions from 
Qualified Plans (and, specifically, is not 
eligible for tax-free rollover).

(ii) If any matching contributions 
(adjusted for Earnings) are forfeited in 
accordance with section 411(a)(3)(G), the 
forfeited amount is used in accordance 
with the plan provisions relating to forfei-
tures that were in effect for the year of the 
failure.

(iii) If a payment was made to an 
employee and that payment is a forfeitable 
match described in either section .03(2)(c)
(i) or (ii), then it is an Inadvertent Benefit 
Overpayment or an Overpayment defined 
in section 4.01(3) of this revenue proce-
dure subject to the rules described in sec-
tion 6.12 of this revenue procedure.

(d) Contribution and allocation of 
equivalent amount. (i) The Plan Sponsor 
makes a contribution to the plan that is 
equal to the aggregate amounts distrib-
uted and forfeited under section .03(2)(c)
(i) (that is, the excess contribution amount 
adjusted for Earnings, as provided in sec-
tion .03(2)(c)(i), which does not include 
any matching contributions forfeited in 
accordance with section 411(a)(3)(G) 
as provided in section .03(2)(c)(ii)). The 
contribution must be a QNEC as defined 
in § 1.401(k)‑6. 

(ii)(A) This section applies to a plan 
that uses the current year testing method 
described in §§  1.401(k)‑2(a)(2) and 
1.401(m)‑2(a)(2). The contribution made 
under section .03(2)(d)(i) is allocated to 
the account balances of those individuals 
who were either (I) the eligible employ-
ees for the year of the failure who were 
non-highly compensated employees for 
that year or (II) the eligible employees 
for the year of the failure who were non-
highly compensated employees for that 
year and who also are non-highly com-
pensated employees for the year of cor-
rection. Alternatively, the contribution is 
allocated to account balances of eligible 
employees described in (I) or (II) of the 
preceding sentence, except that the alloca-

tion is made only to the account balances 
of those employees who are employees 
on a date during the year of the correction 
that is no later than the date of correction. 
Regardless of which of these four options 
(described in the two preceding sentences) 
the Plan Sponsor selects, eligible employ-
ees must receive a uniform allocation (as a 
percentage of compensation) of the contri-
bution. (See Examples 2 and 3.) Under the 
one-to-one correction method, the amount 
allocated to the account balance of an 
employee (that is, the employee’s share 
of the total amount contributed under this 
section .03(2)(d)(ii)(A)) is not further 
adjusted for Earnings and is treated as an 
annual addition under section 415 for the 
year of the failure for the employee for 
whom it is allocated.

(B) If a plan uses the prior year testing 
method described in §§  1.401(k)‑2(a)(2) 
and 1.401(m)‑2(a)(2), section .03(2)(d)
(ii)(A) is applied by substituting “the year 
prior to the year of the failure” for “the 
year of the failure.”

(e) Examples. The following examples 
illustrate the application of this section 
.03.

Example 1: Employer  A maintains a Sec-
tion  403(b) Plan for its employees that provides a 
matching contribution equal to 100  percent of the 
first 4  percent of an employee’s elective deferrals. 
For 2021, the ACP for non-highly compensated 
employees equaled 3.5 percent. The ACP for highly 
compensated employees equaled 5.5  percent. In 
2025, Employer A discovers that several non-highly 
compensated employees were excluded from the 
2021 ACP test. The corrected ACP test results in 
an ACP for non-highly compensated employees of 
2 percent. Because the ACP for highly compensated 
employee ACPs exceeded the ACP for non-highly 
compensated employees ACP by more than 2  per-
cent, the plan failed to satisfy the 2021 ACP test.

Correction: Employer A must make QNECs on 
behalf of the non-highly compensated employes to 
the extent necessary to raise the ACP for non-highly 
compensated employees to the percentage needed to 
pass the ACP test. Employer A must make a QNEC 
of 1.5 percent of compensation for each non-highly 
compensated employee to raise the ACP for non-
highly compensated employees to 3.5 percent to pass 
the “plus two” ACP test.

Example 2: Employer B maintains a profit-shar-
ing plan with a cash or deferred arrangement that is 
intended to satisfy section 401(k) using the current 
year testing method. The plan does not provide for 
matching contributions or after-tax employee con-
tributions. In 2025, it was discovered that the ADP 
test for 2021 was not performed correctly. When 
the ADP test was performed correctly, the test was 
not satisfied for 2021. For 2021, the ADP for highly 
compensated employees was 9 percent and the ADP 
for non-highly compensated employees was 4  per-
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cent. Accordingly, the ADP for highly compensated 
employees exceeded the ADP for non-highly com-
pensated employees by more than two percentage 
points (in violation of section 401(k)(3)). There were 
two highly compensated employees eligible under 
the section 401(k) plan during 2021, Employee  P 
and Employee Q. Employee P made elective defer-
rals of $20,000, which is equal to 10  percent of 
Employee P’s compensation of $200,000 for 2021. 
Employee  Q made elective deferrals of $13,600, 
which is equal to 8 percent of Employee Q’s com-
pensation of $170,000 for 2021. 

Correction: On June 30, 2025, Employer B uses 
the one-to-one correction method to correct the fail-
ure to satisfy the ADP test for 2021. Accordingly, 
Employer  B calculates the dollar amount of the 
excess contributions for the two highly compen-
sated employees in the manner described in section 
401(k)(8)(B). The amount of the excess contribution 
for Employee  P is $8,000 (4  percent of $200,000) 
and the amount of the excess contribution for 
Employee Q is $3,400 (2 percent of $170,000), or a 
total of $11,400. In accordance with section 401(k)
(8)(C), $11,400, the excess contribution amount, 
is assigned $8,900 to Employee  P and $2,500 to 
Employee Q. It is determined that the Earnings on the 
assigned amounts through June 30, 2025, are $1,080 
and $920 for Employees P and Q, respectively. The 
assigned amounts and the Earnings are distributed to 
Employees P and Q. Therefore, Employee P receives 
$9,980 ($8,900 + $1,080) and Employee Q receives 
$3,420 ($2,500 + $920). In addition, on the same 
date, Employer B makes a corrective contribution to 
the section 401(k) plan equal to $13,400 (the sum of 
the $9,980 distributed to Employee P and the $3,420 
distributed to Employee Q). The corrective contribu-
tion is allocated to the account balances of eligible 
non-highly compensated employees for 2021, pro 
rata based on their compensation for 2021 (subject to 
section 415 for 2021).

Example 3: The facts are the same as in Exam-
ple 2, except that for 2021 the plan also provides for 
(1) after-tax employee contributions and (2) match-
ing contributions equal to 50 percent of the sum of an 
employee’s elective deferrals and after-tax employee 
contributions that do not exceed 10  percent of the 
employee’s compensation. The plan provides that 
matching contributions are subject to the plan’s 
20 percent per year of service vesting schedule and 
that matching contributions are forfeited and used 
to reduce employer contributions if associated elec-
tive deferrals or after-tax employee contributions 
are distributed to correct an ADP or ACP test fail-
ure. For 2021, non-highly compensated employees 
made after-tax employee contributions and no highly 
compensated employee made any after-tax employee 
contributions. Employee P received a matching con-
tribution of $10,000 (50  percent of $20,000) and 
Employee  Q received a matching contribution of 
$6,800 (50 percent of $13,600). Employees P and Q 
were 100 percent vested in 2021. It was determined 
that the plan satisfied the requirements of the ACP 
test for 2021.

Correction: The same corrective actions are 
taken as in Example  2. In addition, in accordance 
with the plan’s terms, corrective action is taken to 
forfeit Employee  P’s and Employee  Q’s matching 
contributions associated with their distributed excess 

contributions. Employee P’s distributed excess con-
tributions and associated matching contributions are 
$8,900 and $4,450, respectively. Employee Q’s dis-
tributed excess contributions and associated match-
ing contributions are $2,500 and $1,250, respectively. 
Thus, $4,450 is forfeited from Employee P’s account 
and $1,250 is forfeited from Employee Q’s account. 
In addition, the Earnings on the forfeited amounts 
are also forfeited. It is determined that the respective 
Earnings on the forfeited amount for Employee P is 
$530 and for Employee Q is $470. The total amount 
of the forfeitures of $6,700 (Employee P’s $4,450 + 
$530 and Employee Q’s $1,250 + $470) is used to 
reduce employer contributions for 2025 and subse-
quent years.

.04 Failure to distribute elective defer-
rals in excess of the section 402(g) limit 
(in contravention of section 401(a)(30)). 
The permitted correction method is to dis-
tribute the excess deferral to the employee 
and to report the amount as taxable in the 
year of deferral and in the year distributed. 
The inclusion of the deferral and the dis-
tribution in gross income applies whether 
or not any portion of the excess deferral 
is attributable to a designated Roth con-
tribution (see section 402A(d)(3)). In 
accordance with §  1.402(g)‑1(e)(1)(ii), 
a distribution to a highly compensated 
employee is included in the ADP test and 
a distribution to a non-highly compensated 
employee is not included in the ADP test. 

.05 Exclusion of an eligible employee 
from contributions or accruals under 
the plan. (1) Exclusion of an eligible 
employee with respect to employer pro-
vided contributions or benefits. For plans 
with employer provided contributions or 
benefits (which are neither elective defer-
rals under a qualified cash or deferred 
arrangement under section 401(k) nor 
matching or after-tax employee contribu-
tions that are subject to section 401(m)), 
the safe harbor correction method is to 
make a contribution to the plan on behalf 
of the employees excluded from a defined 
contribution plan or to provide benefit 
accruals for the employees excluded from 
a defined benefit plan. The contribution 
correction method and the reallocation 
correction method described in section 
.05(1)(a) and (b) are safe harbor correc-
tion methods.

(a) Contribution correction method 
for exclusion of an eligible employee in a 
profit-sharing plan or stock bonus plan. 
To correct for the exclusion of an eligible 
employee from nonelective contributions 
(within the meaning of § 1.401(k)‑6) in a 

profit-sharing plan or stock bonus plan, an 
allocation amount is determined for each 
excluded employee on the same basis as 
the allocation amounts were determined 
for the other employees under the plan’s 
allocation formula (for example, the same 
ratio of allocation to compensation), tak-
ing into account all of the employee’s rel-
evant factors (for example, compensation) 
under that formula for that year. The Plan 
Sponsor makes a corrective contribution 
on behalf of the excluded employee that 
is equal to the allocation amount for the 
excluded employee. The corrective con-
tribution is adjusted for Earnings to the 
date the corrective contribution is made 
on behalf of the excluded employee. If, 
as a result of excluding an employee, an 
amount was improperly allocated to the 
account balance of an eligible employee 
who shared in the original allocation of 
the nonelective contribution, no reduc-
tion is made to the account balance of the 
employee who shared in the original allo-
cation on account of the improper alloca-
tion. (See Example 4.) 

(b) Reallocation correction method 
for exclusion of an eligible employee in a 
profit-sharing plan or stock bonus plan. 
(i) In general. Subject to the limitations 
set forth in section .05(1)(b)(vi) below, 
the exclusion of an eligible employee for 
a plan year from a profit-sharing or stock 
bonus plan that provides for nonelective 
contributions may be corrected using the 
reallocation correction method. Under 
the reallocation correction method, the 
account balance of the excluded employee 
is increased as provided in section .05(1)
(b)(ii), the account balances of other 
employees are reduced as provided in sec-
tion .05(1)(b)(iii), and the increases and 
reductions are reconciled, as necessary, 
as provided in section .05(1)(b)(iv). (See 
Examples 4 and 5.)

(ii) Increase in account balance of 
excluded employee. The account balance 
of the excluded employee is increased by 
an amount that is equal to the allocation 
the employee would have received had the 
employee shared in the allocation of the 
nonelective contribution. The amount is 
adjusted for Earnings to the date the cor-
rective allocation is made on behalf of the 
affected employee.

(iii) Reduction in account balances of 
other employees. (A) The account bal-
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ance of each employee who was an eligi-
ble employee who shared in the original 
allocation of the nonelective contribution 
is reduced by the excess, if any, of (I) the 
employee’s allocation of that contribution 
over (II) the amount that would have been 
allocated to that employee’s account had 
the failure not occurred. This amount is 
adjusted for Earnings taking into account 
the rules set forth in section .05(1)(b)(iii)
(C) and (D). The amount after adjustment 
for Earnings is limited in accordance with 
section .05(1)(b)(iii)(D).

(B) This section .05(1)(b)(iii)(B) 
applies if most of the employees with 
account balances that are being reduced 
are non-highly compensated employees. 
If there has been an overall gain for the 
period from the date of the original alloca-
tion of the contribution through the date of 
correction, no adjustment for Earnings is 
required to the amount determined under 
section .05(1)(b)(iii)(A) for the employee. 
If the amount for the employee is being 
adjusted for Earnings and the plan permits 
investment of account balances in more 
than one investment fund, for admin-
istrative convenience, the reduction to 
the employee’s account balance may be 
adjusted by the lowest rate of return of any 
investment fund offered under the plan for 
the period from the date of the original 
allocation of the contribution through the 
date of correction.

(C) If an employee’s account balance 
is reduced and the original allocation was 
made to more than one investment fund 
or there was a subsequent distribution or 
transfer from the fund receiving the origi-
nal allocation, then reasonable, consistent 
assumptions are used to determine the 
Earnings adjustment.

(D) The amount determined in section 
.05(1)(b)(iii)(A) for an employee after the 
application of section .05(1)(b)(iii)(B) and 
(C) may not exceed the account balance 
of the employee on the date of correction, 
and the employee is permitted to retain 
any distribution made prior to the date of 
correction.

(iv) Reconciliation of increases and 
reductions. If the aggregate amount of 
the increases under section .05(1)(b)(ii) 
exceeds the aggregate amount of the reduc-
tions under section .05(1)(b)(iii), the Plan 
Sponsor makes a corrective contribution 
to the plan for the amount of the excess. 

If the aggregate amount of the reductions 
under section .05(1)(b)(iii) exceeds the 
aggregate amount of the increases under 
section .05(1)(b)(ii), then the amount by 
which each employee’s account balance 
is reduced under section .05(1)(b)(iii) is 
decreased on a pro rata basis.

(v) Reductions among multiple invest-
ment funds. If an employee’s account 
balance is reduced and the employee’s 
account balance is invested in more than 
one investment fund, then the reduction 
may be made from the investment funds 
selected in any reasonable manner.

(vi) Limitations on use of reallocation 
correction method. If any employee would 
be permitted to retain any distribution pur-
suant to section .05(1)(b)(iii)(D), then the 
reallocation correction method may not be 
used unless most of the employees who 
would be permitted to retain a distribution 
are non-highly compensated employees.

(c) Examples. The following examples 
illustrate the application of this section 
.05(1).

Example 4: Employer C maintains a profit-shar-
ing plan that provides for discretionary nonelective 
employer contributions. The plan provides that the 
employer’s contributions are allocated to account 
balances in the ratio that each eligible employee’s 
compensation for the plan year bears to the compen-
sation of all eligible employees for the plan year and, 
therefore, the only relevant factor for determining an 
allocation is the employee’s compensation. The plan 
provides for self-directed investments among four 
investment funds and daily valuations of account 
balances. For the 2024 plan year, Employer C made 
a contribution to the plan of a fixed dollar amount. 
However, five employees who met the eligibility 
requirements were inadvertently excluded from par-
ticipating in the plan. The contribution resulted in an 
allocation on behalf of each of the eligible employ-
ees, other than the excluded employees, equal to 
10 percent of compensation. Most of the employees 
who received allocations under the plan for the year 
of the failure were non-highly compensated employ-
ees. No distributions have been made from the plan 
since 2024. If the five excluded employees had 
shared in the original allocation, the allocation made 
on behalf of each employee would have equaled 
9 percent of compensation. The excluded employees 
began participating in the plan in the 2025 plan year.

Correction: Employer  C uses the correction 
method in section .05(1)(a) to correct the fail-
ure to include the five eligible employees. Thus, 
Employer C makes a corrective contribution to the 
plan. The amount of the corrective contribution on 
behalf of the five excluded employees for the 2024 
plan year is equal to 10 percent of compensation of 
each excluded employee, the same allocation that 
was made for other eligible employees, adjusted for 
Earnings. The excluded employees receive an allo-
cation equal to 10 percent of compensation (adjusted 

for Earnings) even though, had the excluded employ-
ees originally shared in the allocation for the 2024 
contribution, their account balances, as well as those 
of the other eligible employees, would have received 
an allocation equal to only 9 percent of compensa-
tion.

Example 5: The facts are the same as in Exam-
ple 4.

Correction: Employer  C uses the reallocation 
correction method to correct the failure to include 
the five eligible employees. Thus, the account 
balances are adjusted to reflect what would have 
resulted from the correct allocation of the employer 
contribution for the 2024 plan year among all eligi-
ble employees, including the five excluded employ-
ees. The inclusion of the excluded employees in the 
allocation of that contribution would have resulted 
in each eligible employee, including each excluded 
employee, receiving an allocation equal to 9 percent 
of compensation. Accordingly, the account balance 
of each excluded employee is increased by 9 percent 
of the employee’s 2024 compensation, adjusted for 
Earnings. The account balance of each of the eligi-
ble employees other than the excluded employees is 
reduced by 1 percent of the employee’s 2024 com-
pensation, adjusted for Earnings. Employer C deter-
mines the adjustment for Earnings using the rate of 
return of each eligible employee’s excess allocation 
(using reasonable, consistent assumptions). Accord-
ingly, for an employee who shared in the original 
allocation and directed the investment of the allo-
cation into more than one investment fund or who 
subsequently transferred a portion of a fund that had 
been credited with a portion of the 2024 allocation to 
another fund, reasonable, consistent assumptions are 
followed to determine the adjustment for Earnings. 
It is determined that the total of the initially deter-
mined reductions in account balances exceeds the 
total of the required increases in account balances. 
Accordingly, these initially determined reductions 
are decreased pro rata so that the total of the actual 
reductions in account balances equals the total of the 
increases in the account balances, and Employer C 
does not make any corrective contribution. The 
reductions from the account balances are made on a 
pro rata basis among all of the funds in which each 
employee’s account balance is invested.

Example 6: The facts are the same as in Exam-
ple 4.

Correction: The correction is the same as in 
Example 5, except that, because most of the employ-
ees whose account balances are being reduced are 
non-highly compensated employees, for administra-
tive convenience, Employer C uses the rate of return 
of the fund with the lowest rate of return for the 
period of the failure to adjust the reduction to each 
account balance. It is determined that the aggregate 
amount (adjusted for Earnings) by which the account 
balances of the excluded employees is increased 
exceeds the aggregate amount (adjusted for Earn-
ings) by which the other employees’ account bal-
ances are reduced. Accordingly, Employer C makes 
a contribution to the plan in an amount equal to the 
excess. The reduction from account balances is made 
on a pro rata basis among all of the funds in which 
each employee’s account balance is invested.

(2) Exclusion of an eligible employee 
with respect to contributions subject to 
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section 401(k) or 401(m). (a)(i) In gen-
eral. For plans providing benefits subject 
to section 401(k) or 401(m), the corrective 
contribution for an improperly excluded 
employee is described in the following 
paragraphs of this section .05(2). These 
correction methods may also be used for 
a partial plan year exclusion. Corrections 
for a partial plan year exclusion may be 
used in conjunction with the correction 
for a full plan year exclusion. If eligible, 
a Plan Sponsor may be able to use the 
safe harbor correction methods in section 
.05(8) or .05(9) for certain failures with 
respect to exclusion of an employee with 
respect to elective deferrals. 

(ii) Use of prorated compensation. 
For purposes of partial year correction, 
for administrative convenience, in lieu of 
using the employee’s actual plan compen-
sation for the portion of the year during 
which the employee was improperly 
excluded, a pro rata portion of the employ-
ee’s plan compensation that would have 
been taken into account for the plan year, 
if the employee had not been improperly 
excluded, may be used. (See Example 8.) 

(iii) Coordination with the correction 
of other failures. The methods for correct-
ing the failures described in this section 
.05 do not apply until after the correction 
of other failures. Thus, for example, if, 
in addition to the failure of excluding an 
eligible employee, the plan also failed the 
ADP or ACP test, the correction methods 
described in section .05 cannot be used 
until after correction of the ADP or ACP 
test failures. For purposes of this section 
.05, in order to determine whether the 
plan passed the ADP or ACP test, the plan 
may rely on a test performed with respect 
to those eligible employees who were 
provided with the opportunity to make 
elective deferrals or after-tax employee 
contributions and receive an allocation 
of employer matching contributions, in 
accordance with the terms of the plan, and 
may disregard the employees who were 
improperly excluded. 

For purposes of correcting other fail-
ures under this revenue procedure after 
correction has occurred, the employee is 
treated as having made elective deferrals 
equal to the employee’s missed defer-
ral for the year or the portion of the year 
during which the employee was improp-
erly excluded. 

(b) Exclusion of an eligible employee 
with respect to a non-safe harbor section 
401(k) plan. (i) Correction for elective 
deferrals. If the employee was not pro-
vided the opportunity to elect and make 
elective deferrals (other than designated 
Roth contributions) to a section 401(k) 
plan that does not satisfy section 401(k)
(3) by applying the safe harbor contribu-
tion requirements of section 401(k)(12) or 
(13), the employer must make a QNEC to 
the plan on behalf of the employee equal 
to 50 percent of the employee’s “missed 
deferral.” The missed deferral is deter-
mined by multiplying the ADP for the 
year of exclusion (whether or not the plan 
is using current or prior year testing) for 
the employee’s group in the plan (either 
highly compensated or non-highly com-
pensated) by the employee’s compen-
sation for the period during which the 
employee was excluded. The employee’s 
missed deferral is reduced to the extent 
necessary to ensure that the sum of the 
missed deferral and any elective defer-
rals actually made by the employee for 
that year does not exceed applicable plan 
limits, including the annual deferral limit 
under section 402(g) for the calendar year 
in which the failure occurred. The QNEC 
must be adjusted for Earnings to the date 
the corrective QNEC is made on behalf of 
the affected employee.

If no non-highly compensated 
employee made any elective deferrals 
during the applicable plan year, the missed 
deferral is determined by multiplying the 
employee’s compensation for the period 
during which the employee was excluded 
by the greater of three percent or the rate 
needed to pass the ADP test. 

Under this correction method, a plan 
may not be treated as two separate plans, 
one covering otherwise excludable 
employees and the other covering all other 
employees (as permitted in § 1.410(b)‑6(b)
(3)) in order to reduce the applicable ADP, 
the corresponding missed deferral, and 
the required QNEC. Likewise, restructur-
ing the plan into component plans is not 
permitted in order to reduce the applicable 
ADP, the corresponding missed deferral, 
and the required QNEC. (See Examples 7, 
8, and 10.)

(ii) Correction for matching contribu-
tions. If the employee should have been 
eligible for, but did not receive, an alloca-

tion of employer matching contributions 
under a non-safe harbor plan because the 
employee was not given the opportunity 
to make elective deferrals, the employer 
must make a corrective employer nonelec-
tive contribution on behalf of the affected 
employee. The corrective employer non-
elective contribution is equal to the match-
ing contribution the employee would have 
received had the employee made a defer-
ral equal to the missed deferral determined 
under section .05(2)(b)(i). This matching 
contribution is reduced to the extent that 
the sum of this contribution and other 
matching contributions actually made on 
behalf of the employee for the plan year 
does not exceed the maximum matching 
contribution permitted if the employee 
had made the maximum matchable con-
tributions permitted under the plan for the 
plan year. The corrective employer non-
elective contribution must be adjusted for 
Earnings to the date the corrective contri-
bution is made on behalf of the affected 
employee. (See Example 7.)

(c) Exclusion of an eligible employee 
with respect to a section 401(k)(12) or 
401(k)(13) safe harbor plan. (i) Correc-
tion for elective deferrals in a section 
401(k)(12) safe harbor plan using match-
ing contributions. If the employee was 
not provided the opportunity to elect and 
make elective deferrals (other than des-
ignated Roth contributions) to a safe har-
bor section 401(k) plan that uses a rate of 
matching contributions to satisfy the safe 
harbor requirements of section 401(k)
(12), then the missed deferral is equal to 
three percent of the employee’s plan com-
pensation (or, if greater, whichever per-
centage of the employee’s compensation 
which, if contributed as an elective defer-
ral, would have been matched at a rate of 
100  percent or more) for the portion of 
the year during which the employee was 
improperly excluded. 

The required QNEC on behalf of 
the excluded employee is equal to (A) 
50  percent of the missed deferral, plus 
(B) either (I) an amount equal to the con-
tribution that would have been required 
as a matching contribution based on the 
missed deferral in a plan that uses match-
ing contributions to satisfy section 401(k)
(12) or (II) the nonelective contribution 
that would have been made on behalf of 
the employee in a plan that uses nonelec-
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tive contributions to satisfy section 401(k)
(12). The missed deferral is reduced to the 
extent that the sum of the missed defer-
ral and any elective deferrals actually 
made by the employee for that year would 
exceed the maximum elective deferrals 
permitted under the plan for that plan year 
(including the section 402(g) limit). The 
QNEC and the corresponding matching or 
nonelective contribution must be adjusted 
for Earnings to the date the corrective 
QNEC is made on behalf of the affected 
employee. (See Examples 11 and 12.)

(ii) Correction for elective deferrals 
in a section 401(k)(12) safe harbor plan 
using nonelective contributions. If the 
employee was not provided the opportu-
nity to elect and make elective deferrals 
(other than Roth contributions) to a safe 
harbor section 401(k) plan that uses non-
elective contributions to satisfy the safe 
harbor requirements of section 401(k)
(12), then the missed deferral is equal to 
three percent of compensation for the year 
or portion of the year during which the 
employee was improperly excluded.

The required QNEC on behalf of 
the excluded employee is equal to (A) 
50  percent of the missed deferral, plus 
(B) either (I) an amount equal to the con-
tribution that would have been required 
as a matching contribution based on the 
missed deferral in a plan that uses match-
ing contributions to satisfy section 401(k)
(12) or (II) the nonelective contribution 
that would have been made on behalf of 
the employee in a plan that uses nonelec-
tive contributions to satisfy section 401(k)
(12). The missed deferral is reduced to the 
extent that the sum of the missed defer-
ral and any elective deferrals actually 
made by the employee for that year would 
exceed the maximum elective deferrals 
permitted under the plan for that plan year 
(including the section 402(g) limit). The 
QNEC and the corresponding matching or 
nonelective contribution must be adjusted 
for Earnings to the date the corrective 
QNEC is made on behalf of the affected 
employee. (See Example 13.)

(iii) Correction for elective deferrals in 
a section 401(k)(13) safe harbor plan. If 
the employee was not provided the oppor-
tunity to make an affirmative election 
with respect to elective deferrals (other 
than designated Roth contributions) to a 
safe harbor section 401(k) plan that uses 

an automatic contribution arrangement 
to satisfy the safe harbor requirements of 
section 401(k)(13) and the failure occurs 
for a period that does not extend past the 
last day of the first plan year which begins 
after the date on which the first deferral 
would have been made (but for the fail-
ure), then the missed deferral is equal to 
three percent of the employee’s compen-
sation for the period during which the 
employee was excluded under the plan. If 
the failure occurs for a plan year or plan 
years subsequent to the period described 
in the prior sentence, then the missed 
deferral for each subsequent plan year is 
equal to the qualified percentage specified 
in the plan document to comply with sec-
tion 401(k)(13)(C)(iii). 

The required corrective employer 
contribution on behalf of the excluded 
employee is a QNEC equal to (A) 50 per-
cent of the missed deferral, plus (B) an 
amount equal to either (I) the match-
ing contribution that would apply under 
section 401(k)(13) based on the missed 
deferral or (II) the nonelective contribu-
tion that would have been made on behalf 
of the employee under section 401(k)(13), 
whichever applies under the plan. The 
missed deferral is reduced to the extent 
that the sum of the missed deferral and 
any elective deferrals actually made by 
the employee for that year would exceed 
the maximum elective deferrals permitted 
under the plan for that plan year (includ-
ing the section 402(g) limit). The QNEC 
and the corresponding matching or non-
elective contribution must be adjusted 
for Earnings to the date the corrective 
employer contribution is made on behalf 
of the affected employee.

(iv) Exclusion of an eligible employee 
with respect to required nonelective con-
tributions under a safe harbor section 
401(k)(12) or 401(k)(13) plan. In the case 
of a failure to make the required nonelec-
tive contribution for a plan year under a 
plan that uses the nonelective contribu-
tion method under section 401(k)(12)(C) 
to satisfy the safe harbor requirements of 
section 401(k)(12) or that uses the alter-
native nonelective contribution method 
under section 401(k)(13)(D)(i)(II) to sat-
isfy the safe harbor requirements of sec-
tion 401(k)(13), the nonelective contribu-
tion (which must be a QNEC in the case 
of a plan that uses section 401(k)(12) to 

satisfy the ADP test) required to be made 
on behalf of the employee is equal to three 
percent of the employee’s compensation 
during the period of the failure. For this 
purpose, the period of the failure for any 
plan year ends at the end of the plan year.

(d) Exclusion of an eligible employee 
with respect to after-tax employee con-
tributions. (i) Correction for after-tax 
employee contributions. If the employee 
should have been eligible to elect and 
make after-tax employee contributions 
(other than designated Roth contribu-
tions), the employer must make a QNEC 
to the plan on behalf of the employee that 
is equal to 40 percent of the employee’s 
“missed after-tax contributions.” The 
employee’s missed after-tax contributions 
are equal to the ACP for the employee’s 
group (either highly compensated or non-
highly compensated) times the employ-
ee’s compensation for the plan year, or 
the portion of the year during which the 
employee was improperly excluded. The 
missed after-tax employee contribution is 
reduced to the extent that the sum of that 
contribution and the actual total after-
tax employee contributions made by the 
employee for the plan year would exceed 
the maximum after-tax employee contri-
butions permitted under the plan for the 
employee for the plan year. If the ACP 
consists of both matching and after-tax 
employee contributions, then, in lieu of 
basing the employee’s missed after-tax 
employee contributions on the ACP for 
the employee’s group, the employer is 
permitted to determine separately the 
portion of the ACP that is attributable to 
after-tax employee contributions for the 
employee’s group (either highly com-
pensated or non-highly compensated), 
multiplied by the employee’s compensa-
tion for the plan year, or the portion of 
the year during which the employee was 
improperly excluded. The QNEC must be 
adjusted for Earnings to the date the cor-
rective QNEC is made on behalf of the 
affected employee. (See Examples  7, 8, 
and 9.)

(ii) Correction for matching contri-
butions. If the employee was improperly 
excluded from an allocation of employer 
matching contributions because the 
employee was not given the opportunity 
to make after-tax employee contributions 
(other than designated Roth contribu-
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tions), the employer must make a correc-
tive employer nonelective contribution 
on behalf of the affected employee. The 
corrective employer nonelective contribu-
tion is equal to the matching contribution 
the employee would have received had 
the employee made an after-tax employee 
contribution equal to the missed after-
tax employee contribution determined 
under section .05(2)(d)(i). This matching 
contribution is reduced to the extent that 
this contribution and other matching con-
tributions actually made on behalf of the 
employee for the plan year would exceed 
the maximum matching contribution per-
mitted if the employee had made the max-
imum matchable contributions permitted 
under the plan for the plan year. The cor-
rective employer nonelective contribution 
must be adjusted for Earnings to the date 
the corrective contribution is made on 
behalf of the affected employee.

(3) Exclusion of an eligible employee 
with respect to designated Roth contribu-
tions. For employees who were improp-
erly excluded from section 401(k) plans 
that provide for the optional treatment 
of elective deferrals as designated Roth 
contributions, the correction is the same 
as described under section .05(2). Thus, 
for example, the corrective employer con-
tribution is made in accordance with the 
method described in section .05(2)(b) in 
the case of a section 401(k) plan that is not 
a safe harbor section 401(k) plan or section 
.05(2)(c) in the case of a safe harbor sec-
tion 401(k) plan. However, the corrective 
contributions made by the employer may 
not be treated as designated Roth contri-
butions (and may not be included in an 
employee’s gross income) and thus may 
not be contributed or allocated to a Roth 
account (as described in section 402A(b)
(2)). The corrective employer contri-
bution must be allocated to an account 
established for receiving a QNEC or any 
other employer contribution in which the 
employee is fully vested and subject to the 
withdrawal restrictions that apply to elec-
tive deferrals. 

(4) Exclusion of an eligible employee 
with respect to catch-up contributions. (a) 
Correction for catch-up contributions. If 
an eligible employee was not provided the 
opportunity to elect and make catch-up 
contributions to a section 401(k) plan, the 
employer must make a QNEC to the plan 

on behalf of the employee equal to 50 per-
cent of the employee’s missed deferral 
attributable to catch-up contributions. For 
this purpose, the missed deferral attribut-
able to catch-up contributions is one half 
of the applicable catch-up contribution 
limit for the year, or partial year, in which 
the employee was improperly excluded. 
The QNEC must be adjusted for Earnings 
to the date the corrective QNEC is made 
on behalf of the affected employee. For 
purposes of this correction, an eligible 
employee, pursuant to section 414(v)(5), 
refers to any participant who (i) would 
have attained age 50 by the end of the 
plan’s taxable year and (ii) in the absence 
of the plan’s catch-up provision, could 
not make additional elective deferrals on 
account of the plan or statutory limita-
tions described in section 414(v)(3) and 
§ 1.414(v)‑1(b)(1). The corrective contri-
butions made by the employer may not be 
treated as designated Roth contributions 
(and may not be included in an employ-
ee’s gross income) and thus may not be 
contributed or allocated to a Roth account 
(as described in section 402A(b)(2)). (See 
Example 14.) 

(b) Correction for missed matching 
contributions on catch-up contributions. If 
an employee was precluded from making 
catch-up contributions under this section 
.05(4), and the employee would have been 
entitled to an additional matching contri-
bution, then the employer must make a 
corrective employer nonelective contri-
bution for the matching contribution on 
behalf of the affected employee. The cor-
rective employer nonelective contribution 
is equal to the additional matching contri-
bution the employee would have received 
had the employee made a deferral equal 
to the missed deferral determined under 
section .05(4)(a). The corrective employer 
nonelective contribution must be adjusted 
for Earnings to the date the corrective con-
tribution is made on behalf of the affected 
employee. 

(5) Failure to implement an employee 
election. (a) Correction for elective defer-
rals including Roth designated contribu-
tions. For eligible employees who filed 
elections to make elective deferrals under 
the Plan which the Plan Sponsor failed 
to implement on a timely basis, the Plan 
Sponsor must make a QNEC to the plan 
on behalf of the employee equal to 50 per-

cent of the employee’s missed defer-
ral. The missed deferral is determined 
by multiplying the employee’s elected 
deferral percentage by the employee’s 
compensation for the portion of the year 
during which the employee was improp-
erly excluded. If the employee elected a 
dollar amount for an elective deferral, the 
missed deferral would be the specified 
dollar amount. For a partial year exclu-
sion, the dollar amount is multiplied by 
a fraction equal to the number of months, 
including partial months where applica-
ble, during which the eligible employee 
was excluded from making elective 
deferral contributions divided by 12. The 
employee’s missed deferral amount is 
reduced further to the extent necessary to 
ensure that the missed deferral and any 
elective deferrals actually made by the 
employee do not exceed applicable plan 
limits, including the annual deferral limit 
under section 402(g) for the calendar year 
in which the failure occurred. The QNEC 
must be adjusted for Earnings to the date 
the corrective QNEC is made on behalf 
of the affected employee. However, any 
QNEC made by the employer may not be 
treated as designated Roth contributions 
(and may not be included in an employ-
ee’s gross income) and thus may not be 
contributed or allocated to a Roth account 
(as described in section 402A(b)(2)). The 
corrective employer contribution must be 
allocated to an account established for 
receiving a QNEC or any other employer 
contribution in which the employee is 
fully vested and subject to the withdrawal 
restrictions that apply to elective deferrals. 
(See Example 15.) 

(b) Correction for after-tax employee 
contributions. For eligible employees 
who filed elections to make after-tax 
employee contributions under the Plan 
which the Plan Sponsor failed to imple-
ment on a timely basis, the Plan Sponsor 
must make a QNEC to the plan on behalf 
of the employee equal to 40  percent of 
the employee’s missed after-tax contri-
butions. The missed after-tax employee 
contribution is determined by multiplying 
the employee’s elected after-tax employee 
contribution percentage by the employee’s 
compensation for the portion of the year 
during which the employee was improp-
erly excluded. If the employee elected a 
flat dollar amount that can be attributed to 
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the period of exclusion, then the flat dollar 
amount for the period of exclusion may 
be used for this purpose. If the employee 
elected a flat dollar amount to be contrib-
uted for the entire plan year, then that dol-
lar amount is multiplied by a fraction. The 
fraction is equal to the number of months, 
including partial months where applica-
ble, during which the eligible employee 
was excluded from making after-tax 
employee contributions divided by 12. 
The missed after-tax employee contribu-
tion is reduced to the extent that the sum 
of that contribution and the actual total 
after-tax employee contributions made 
by the employee for the plan year would 
exceed the maximum after-tax employee 
contributions permitted under the plan 
for the employee for the plan year. The 
QNEC must be adjusted for Earnings to 
the date the corrective QNEC is made on 
behalf of the affected employee. However, 
any QNEC made by the employer may 
not be treated as after-tax employee con-
tributions (and may not be included in an 
employee’s gross income). The corrective 
employer contribution must be allocated 
to an account established for receiving a 
QNEC or any other employer contribution 
in which the employee is fully vested and 
subject to the withdrawal restrictions that 
apply to elective deferrals.

(c) Correction for matching contribu-
tions. In the event of a failure described in 
paragraph (a) or (b) of this section .05(5), 
if the employee would have been entitled 
to an additional matching contribution 
had either the missed deferral or after-tax 
employee contribution been made, then 
the Plan Sponsor must make a corrective 
employer nonelective contribution for the 
matching contribution on behalf of the 
affected employee, or a corrective QNEC 
in the case of a safe harbor plan under sec-
tion 401(k)(12). The corrective employer 
nonelective contribution or QNEC is equal 
to the matching contribution the employee 
would have received had the employee 
made a deferral equal to the missed defer-
ral determined under this section .05(5). 
The corrective employer nonelective con-
tribution or QNEC must be adjusted for 
Earnings to the date the corrective contri-
bution or QNEC is made on behalf of the 
affected employee. This corrective contri-
bution or QNEC is reduced to the extent 
that the sum of this contribution and other 

matching contributions actually made on 
behalf of the employee for the plan year 
would exceed the maximum matching 
contribution permitted if the employee 
had made the maximum matchable con-
tributions permitted under the plan for the 
plan year. 

(6) Exclusion of an eligible employee 
with respect to a Section  403(b) Plan, 
including a failure to satisfy the universal 
availability requirement of section 403(b)
(12)(A)(ii). (a) Subject to section .05(6)
(b), the correction methods set forth in this 
section .05 for a Qualified Plan also apply 
to a Section 403(b) Plan that has a similar 
failure.

(b) If the employee was not provided 
the opportunity to elect and make elective 
deferrals to a Section  403(b) Plan, then, 
in lieu of determining the missed deferral 
based on the ADP as described in section 
.05(2)(b)(i), the missed deferral is equal to 
the greater of three percent of compensa-
tion or the maximum deferral percentage 
for which the Plan Sponsor provides a 
matching contribution rate that is at least 
as favorable as 100 percent of the elective 
deferral made by the employee.

(7) Exclusion of an eligible employee 
with respect to a SIMPLE IRA Plan. (a) 
Subject to section .05(7)(b), the correction 
methods set forth in this section .05 for a 
Qualified Plan also apply to a SIMPLE 
IRA Plan that has a similar failure. 

(b) If the employee was not provided 
the opportunity to elect and make elective 
deferrals to a SIMPLE IRA Plan, then, in 
lieu of determining the missed deferral 
based on the ADP as described in section 
.05(2)(b), the missed deferral is three per-
cent of compensation.

(8) Special safe harbor correction 
method for failures related to automatic 
contribution features in a section 401(k) 
plan, Section 403(b) Plan, SEP Arrange-
ment, or SIMPLE IRA Plan. (a) Eligibility 
to use safe harbor correction method. This 
safe harbor correction method is avail-
able for failures associated with missed 
elective deferrals for eligible employees 
who are subject to an automatic contri-
bution feature in a section 401(k) plan, 
Section  403(b) Plan, SEP Arrangement, 
or SIMPLE IRA Plan (including employ-
ees who made affirmative elections in 
lieu of automatic contributions but whose 
elections were not implemented correctly 

and employees improperly excluded due 
to a failure to offer employees the oppor-
tunity to make an affirmative election). 
If the failure to implement an automatic 
contribution feature for an affected eli-
gible employee or the failure to imple-
ment an affirmative election of an eligible 
employee who is otherwise subject to an 
automatic contribution feature does not 
extend beyond the end of the 9½‑month 
period after the end of the plan year of the 
failure, no QNEC or employer contribu-
tion for the missed elective deferrals is 
required, provided that the following con-
ditions are satisfied: 

(i) Correct deferrals begin no later than 
the earlier of the first payment of compen-
sation made on or after the last day of the 
9½‑month period after the end of the plan 
year in which the failure first occurred 
for the affected eligible employee or, if 
the Plan Sponsor was notified of the fail-
ure by the affected eligible employee, the 
first payment of compensation made on or 
after the end of the month after the month 
of notification;

(ii) Notice of the failure that satis-
fies the content requirements of section 
.05(8)(c) is given to the affected eligible 
employee not later than 45 days after the 
date on which correct deferrals begin; and

(iii) If the eligible employee would 
have been entitled to additional match-
ing contributions had the missed deferrals 
been made, the Plan Sponsor makes a cor-
rective allocation (adjusted for Earnings) 
on behalf of the employee equal to the 
matching contributions that would have 
been required under the terms of the plan 
as if the missed deferrals had been con-
tributed to the plan within a reasonable 
period, as determined by all relevant facts 
and circumstances, after the date on which 
the correct elective deferrals began (or, 
with respect to a terminated employee, 
would have begun but for the termination 
of employment). A corrective allocation 
of matching contributions that is made by 
the last day of the twelfth month following 
the month in which correct elective defer-
rals began (or, with respect to a terminated 
employee, would have begun but for the 
termination of employment) is deemed to 
be made within a reasonable period.

(b) Calculation of Earnings for certain 
failures to implement automatic contribu-
tion features. This correction method pro-
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vides an alternative safe harbor method 
for calculating Earnings for failures that 
are corrected in accordance with the 
procedures in this section .05(8). If an 
affected eligible employee has not affir-
matively designated an investment alter-
native, missed Earnings may be calculated 
based on the plan’s default investment 
alternative, provided that any cumulative 
losses reflected in the Earnings calcula-
tion will not result in a reduction in the 
required corrective contributions relating 
to any matching contributions. The Plan 
Sponsor may also use the Earnings adjust-
ment methods set forth in section .14. For 
a SEP Arrangement or a SIMPLE IRA 
Plan, a reasonable interest rate may be 
used as permitted in section 6.17(3)(b) of 
this revenue procedure.

(c) Content of notice requirement. The 
notice required under section .05(8)(a)(ii) 
must include the following information:

(i) General information relating to the 
failure, such as the percentage of eligi-
ble compensation that should have been 
deferred and the approximate date that 
the compensation should have begun 
to be deferred. The general information 
need not include a statement of the dollar 
amounts that should have been deferred.

(ii) A statement that appropriate 
amounts have begun to be deducted from 
compensation and contributed to the plan 
(or that appropriate deductions and contri-
butions will begin shortly).

(iii) A statement that corrective alloca-
tions relating to missed matching contri-
butions have been made (or that corrective 
allocations will be made). Information 
relating to the date and the amount of cor-
rective allocations need not be provided.

(iv) An explanation that the affected 
participant may increase the deferral per-
centage in order to make up for the missed 
deferral opportunity, subject to applicable 
limits under section 402(g).

(v) The name of the plan and plan con-
tact information (including name, street 
address, email address, and telephone 
number of a plan contact).

(d) Terminated employees. A Plan 
Sponsor must make the same correction 
with respect to a terminated employee 

except that the notice provided to a termi-
nated employee is not required to include 
the information set forth in section .05(8)
(c)(ii) or (iv). 

(9) Safe harbor correction methods 
for Employee Elective Deferral Failures 
in section 401(k) plans, Section  403(b) 
Plans, SEP Arrangements, or SIMPLE 
IRA Plans. (a) Safe harbor correction 
method for Employee Elective Deferral 
Failures that do not exceed three months. 
Under this safe harbor correction method, 
an Employee Elective Deferral Failure 
(as defined in section .05(9)(e)) can be 
corrected without a QNEC or employer 
contribution for missed elective deferrals 
if the following conditions are satisfied: 

(i) Correct deferrals begin no later than 
the earlier of the first payment of com-
pensation made on or after the last day of 
the three-month period that begins when 
the failure first occurred for the affected 
eligible employee or, if the Plan Sponsor 
was notified of the failure by the affected 
eligible employee, the first payment of 
compensation made on or after the end of 
the month after the month of notification;

(ii) Notice of the failure that satis-
fies the content requirements of section 
.05(9)(c) is given to the affected eligible 
employee not later than 45 days after the 
date on which correct deferrals begin; and

(iii) If the eligible employee would 
have been entitled to additional match-
ing contributions had the missed deferrals 
been made, the Plan Sponsor makes a cor-
rective allocation (adjusted for Earnings, 
which may be calculated as described 
in section .05(8)(b)) on behalf of the 
employee equal to the matching contri-
butions that would have been required 
under the terms of the plan as if the missed 
deferrals had been contributed to the plan. 
The Plan Sponsor must make the correc-
tive allocation within a reasonable period, 
as determined by all relevant facts and 
circumstances, after the date on which the 
correct elective deferrals began (or, with 
respect to a terminated employee, would 
have begun but for the termination of 
employment). A corrective allocation of 
matching contributions that is made by the 
last day of the twelfth month following the 

month in which correct elective deferrals 
began (or, with respect to a terminated 
employee, would have begun but for the 
termination of employment) is deemed to 
be made within a reasonable period.

(b) Safe harbor correction method 
for Employee Elective Deferral Failures 
that extend beyond three months but do 
not extend beyond three years after the 
plan year in which the failure occurred. 
This safe harbor correction may be used 
to correct an Employee Elective Defer-
ral Failure that occurs with respect to an 
employee for a period that exceeds three 
months but does not extend beyond three 
years after the plan year in which the fail-
ure occurred (or the conditions for the safe 
harbor correction method described in 
section .05(8) or .05(9)(a) are not met by 
the Plan Sponsor). Under this safe harbor 
method, the required corrective employer 
contribution is equal to 25 percent of the 
missed deferrals (25‑percent QNEC) in 
lieu of the higher QNEC required in sec-
tion .05(2)(b) and .05(5)(a).23

Eligibility for this safe harbor correc-
tion method is determined on an employ-
ee-by-employee basis and is measured 
with respect to the year in which the 
Employee Elective Deferral Failure first 
occurred. For example, if the Employee 
Elective Deferral Failure first occurs 
during the 2023 plan year with respect to 
Employee  A and the failure first occurs 
during the 2019 plan year for Employee B, 
this safe harbor correction method may 
be used to correct the failure through the 
end of the 2026 plan year with respect to 
Employee A. This safe harbor is not avail-
able for Employee B. In order to use this 
safe harbor correction method, the Plan 
Sponsor must satisfy the following con-
ditions: 

(i) An employee’s correct deferrals 
begin no later than the earlier of the first 
payment of compensation made on or 
after the last day of the third plan year fol-
lowing the plan year in which the failure 
occurred or, if the Plan Sponsor was noti-
fied of the failure by the affected eligible 
employee, the first payment of compensa-
tion made on or after the end of the month 
after the month of notification;

23 In general, for purposes of this section .05(9), the rules that apply to Employee Elective Deferral Failures also apply to failures with respect to after-tax employee contributions. However, in 
the case of after-tax employee contributions, the required corrective employer contribution is equal to 20 percent of the missed after-tax employee contributions in lieu of the higher required 
contribution in section .05(2)(d) and (5)(b).
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(ii) Notice of the failure that satisfies 
the content requirements of section .05(9)
(c) is given to an affected employee not 
later than 45 days after the date on which 
correct deferrals begin;

(iii) Corrective allocations (includ-
ing the 25‑percent QNEC and employer 
contributions to make up for any missed 
matching contributions), as described in 
section 6.09 of this revenue procedure, 
must be made within a reasonable period, 
as determined by all relevant facts and 
circumstances, after the date on which the 
correct elective deferrals began (or, with 
respect to a terminated employee, would 
have begun but for the termination of 
employment). A corrective allocation of 
matching contributions that is made by the 
last day of the twelfth month following the 
month in which correct elective deferrals 
began (or, with respect to a terminated 
employee, would have begun but for the 
termination of employment), including 
adjustments for Earnings, which may be 

calculated as described in section .05(8)
(b), is deemed to be made within a reason-
able period. 

(c) Content of notice requirement. The 
notice required under section .05(9)(a)
(ii) or .05(9)(b)(ii) must include the same 
information listed in section .05(8)(c).

(d) Terminated employees. A Plan 
Sponsor must make the same correction 
for a terminated employee except the 
notice provided to a terminated employee 
is not required to include the information 
set forth in section .05(8)(c)(ii) or (iv). 

(e) Employee Elective Deferral Fail-
ure. An “Employee Elective Deferral 
Failure” is a failure to implement elec-
tive deferrals correctly, including elec-
tive deferrals pursuant to an affirmative 
election or pursuant to an automatic 
contribution feature, and a failure to 
afford an employee the opportunity to 
make an affirmative election because the 
employee was improperly excluded from 
the plan. Automatic contribution fea-

tures include automatic enrollment and 
automatic escalation features (including 
automatic escalation features that were 
affirmatively elected). 

(10) Examples. The following exam-
ples illustrate the application of this sec-
tion .05(2), (4), and (5).

Example 7: (Correction methods set forth in 
section .05(2)(b) and (d)). Employer D maintains a 
section 401(k) plan. The plan provides for match-
ing contributions for eligible employees equal to 
100 percent of elective deferrals that do not exceed 
3 percent of an employee’s compensation. The plan 
allows employees to make after-tax employee con-
tributions up to a maximum of the lesser of 2 percent 
of compensation or $1,000. The after-tax employee 
contributions are not matched. The plan provides that 
employees who complete one year of service are eli-
gible to participate in the plan on the next designated 
entry date. The entry dates are January 1 and July 1. 
In 2025, it is discovered that Employee  V, a non-
highly compensated employee with compensation of 
$60,000, was excluded from the plan for the 2022 
plan year even though the employee satisfied the 
plan’s eligibility requirements as of January 1, 2022.

For the 2022 plan year, the relevant employee 
and contribution information is as follows:

	 Compensation	 Elective deferral 	 Match 	 After-Tax Employee Contribution

Highly Compensated Employees:
R 	 $200,000 	 $ 6,000 	 $6,000 	 $0
S 	 $150,000 	 $12,000 	 $4,500 	 $1,000

Non-highly Compensated Employees:
T 	 $80,000 	 $12,000 	 $2,400 	 $1,000
U	 $50,000 	 $ 500	 $ 500 	 $0

HCEs:
ADP - 5.5%
ACP - 3.33%
ACP attributable to matching contributions - 3%
ACP attributable to after-tax employee contributions - 0.33%

NHCEs:
ADP - 8%
ACP - 2.63%
ACP attributable to matching contributions - 2%
ACP attributable to after-tax employee contributions - 0.63%

Correction: Employer  D uses the correction 
method described in section .05(2)(b), to correct the 
failure to include Employee V in the plan for the full 
plan year beginning January  1,  2022. Employer  D 
calculates the corrective QNEC to be made on behalf 
of Employee V as follows:

(a) Elective deferrals: Employee V was eligible 
to elect and make elective deferrals in 2022, but was 
not provided with the opportunity to do so. Thus, 
Employer D must make a QNEC to the plan on behalf 
of Employee V equal to 50 percent of Employee V’s 
missed deferral. The QNEC is adjusted for Earnings. 
The missed deferral for Employee V is determined 
by using the ADP for non-highly compensated 
employees for 2022 and multiplying that percentage 

by Employee  V’s compensation for 2022. Accord-
ingly, the missed deferral for Employee V on account 
of Employee V’s improper exclusion from the plan 
is $4,800 (8 percent x $60,000). Thus, the required 
corrective contribution is $2,400 (that is, 50 percent 
x $4,800), adjusted for Earnings. The corrective 
contribution is made to a pre-tax QNEC account for 
Employee V (not to a designated Roth contributions 
account even if the plan offers designated Roth con-
tributions, as provided in section .05(3)).

(b) Matching contributions: Employee V should 
have been eligible for, but did not receive, an allo-
cation of employer matching contributions because 
Employee  V was not provided the opportunity to 
make elective deferrals in 2022. Thus, Employer D 

must make a corrective employer nonelective con-
tribution to the plan on behalf of Employee V that 
is equal to the matching contribution Employee  V 
would have received had the missed deferral been 
made. The corrective employer nonelective con-
tribution is adjusted for Earnings. Under the terms 
of the plan, if Employee  V had made an elective 
deferral of $4,800 or 8  percent of compensation 
($60,000), Employee  V would have been entitled 
to a matching contribution equal to 100 percent of 
the first 3  percent of Employee  V’s compensation 
($60,000) or $1,800. The required corrective contri-
bution is $1,800, adjusted for Earnings.

(c) After-tax employee contributions: 
Employee  V was eligible to but was not provided 
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with the opportunity to elect and make after-tax 
employee contributions in 2022. Thus, Employer D 
must make a QNEC to the plan on behalf of 
Employee V equal to 40  percent of Employee V’s 
missed after-tax employee contribution, adjusted 
for Earnings. The missed after-tax employee con-
tribution for Employee  V is determined by using 
the ACP for non-highly compensated employees 
(to the extent that the ACP is attributable to after-
tax employee contributions) for 2022 and multi-
plying that percentage by Employee  V’s compen-
sation for 2022. Accordingly, the missed after-tax 
employee contribution for Employee V, on account 
of Employee V’s improper exclusion from the plan, 
is $378 (0.63 percent x $60,000). The required cor-
rective contribution is $151.20 (40 percent x $378), 
adjusted for Earnings. 

(d) Total required corrective contribution, before 
adjustments for Earnings: Employee V is entitled to 
a correction contribution equal to: $4,351.20 ($2,400 
for the deferral plus $1,800 for the matching contri-
bution plus $151.20 for the after-tax employee con-
tributions). The required corrective contribution is 
further adjusted for Earnings. The corrective contri-
bution for the deferrals ($2,400), after-tax employee 
contributions ($151.20), and related Earnings must 
be made in the form of a QNEC.

Example 8: (Correction methods set forth in sec-
tion .05(2)(a)(ii), (b), and (d)). Employer  E main-
tains a section 401(k) plan. The plan provides for 
matching contributions for each payroll period that 
are equal to 100 percent of an employee’s elective 
deferrals that do not exceed 2 percent of the eligible 
employee’s plan compensation during the payroll 
period. The plan provides for after-tax employee 
contributions. The after-tax employee contribution 
cannot exceed $1,000 for the plan year. The plan 
provides that employees who complete one year of 
service are eligible to participate in the plan on the 
next January  1 or July  1 entry date. Employee  X, 
a non-highly compensated employee, who met the 
eligibility requirements and should have entered the 
plan on January 1, 2024, was not offered the oppor-
tunity to elect to have elective contributions made 
on Employee  X’s behalf to the plan. In August of 
2024, the error was discovered and Employer  E 
offered Employee X the opportunity to make elec-
tive deferrals and after-tax employee contributions 
as of September 1, 2024. Employee X made elective 
deferrals equal to 4 percent of the employee’s plan 
compensation for each payroll period from Septem-
ber 1, 2024, through December 31, 2024 (resulting in 
elective deferrals of $880). Employee X’s plan com-
pensation for 2024 was $72,000 ($50,000 for the first 
eight months and $22,000 for the last four months). 
Employer  E made matching contributions equal to 
$440 on behalf of Employee X, which is 2 percent 
of Employee X’s plan compensation for each payroll 
period from September  1,  2024, through Decem-
ber 31, 2024 ($22,000). After being allowed to par-
ticipate in the plan, Employee X made $250 of after-
tax employee contributions for the 2024 plan year. 
The ADP for non-highly compensated employees 
for 2024 was 3 percent and the ACP for non-highly 
compensated employees for 2024 was 2.3  percent. 
The ACP attributable to matching contributions 
for non-highly compensated employees for 2024 
was 1.8  percent. The ACP attributable to after-tax 

employee contributions for non-highly compensated 
employees for 2024 was 0.5 percent.

Correction: Employer  E uses the correction 
method described in section .05(2)(b) and (d), to 
correct for the failure to provide Employee  X the 
opportunity to elect and make elective deferrals and 
after-tax employee contributions, and, as a result, the 
failure of Employee X to receive matching contribu-
tions for a portion of the plan year (January 1, 2024, 
through August 31, 2024). Thus, Employer E makes 
a corrective contribution on behalf of Employee X 
that satisfies the requirements of section .05(2)(b) 
and (d). Employer E elects to utilize the provisions 
of section .05(2)(a)(ii) to determine Employee  X’s 
compensation for the portion of the year in which 
Employee  X was not provided the opportunity to 
make elective deferrals and after-tax employee con-
tributions. Thus, for administrative convenience, in 
lieu of using actual plan compensation of $50,000 for 
the period Employee X was excluded, Employee X’s 
annual plan compensation is prorated for the eight-
month period that the employee was excluded from 
participating in the plan. The corrective contribution 
is determined as follows:

(a) Corrective contribution for missed deferral: 
Employee  X was eligible to but was not provided 
with the opportunity to elect and make elective 
deferrals from January 1 through August 31 of 2024. 
Employer E must make a QNEC to the plan on behalf 
of Employee X equal to 50 percent of Employee X’s 
missed deferral. Employee  X’s missed deferral is 
determined by multiplying the 3  percent ADP for 
non-highly compensated employees by $48,000 
(8/12ths of the employee’s 2024 compensation 
of $72,000). Accordingly, the missed deferral is 
$1,440. The missed deferral is not reduced because, 
when this amount is added to the amount already 
deferred, no plan limit (including section 402(g)) 
was exceeded. Accordingly, the required QNEC is 
$720 (that is, 50  percent multiplied by the missed 
deferral amount of $1,440), adjusted for Earnings.

(b) Corrective contribution for missed match-
ing contribution: Under the terms of the plan, if 
Employee X had made an elective deferral of $1,440 
or 3 percent of compensation for the period of exclu-
sion ($48,000), the employee would have been enti-
tled to a matching contribution equal to 2 percent of 
$48,000 or $960. The missed matching contribution 
is not reduced because no plan limit is exceeded 
when this amount is added to the matching contri-
bution already contributed for the 2024 plan year. 
Accordingly, the required corrective employer con-
tribution is $960, adjusted for Earnings.

(c) Corrective contribution for missed after-tax 
employee contribution: Employee  X was eligible, 
but was not provided with the opportunity, to elect 
and make after-tax employee contributions from Jan-
uary 1 through August 31 of 2024. Employer E must 
make a QNEC to the plan on behalf of Employee X 
equal to 40 percent of Employee X’s missed after-tax 
employee contributions, adjusted for Earnings. The 
missed after-tax employee contribution amount is 
equal to the 0.5 percent ACP attributable to employee 
contributions for non-highly compensated employ-
ees multiplied by $48,000 (8/12ths of the employee’s 
2024 plan compensation of $72,000). Accordingly, 
the missed after-tax employee contribution amount 
is $240. The missed after-tax employee contribu-

tion is not reduced because the sum of $240 and the 
previously made after-tax employee contribution of 
$250 is less than the overall plan limit of $1,000. 
Therefore, the required QNEC is $96 (that is, 40 per-
cent multiplied by the missed after-tax employee 
contribution of $240), adjusted for Earnings.

The total required corrective contribution, before 
adjustments for Earnings, on behalf of Employee X 
is $1,776 ($720 for the deferral plus $960 for the 
matching contribution plus $96 for the after-tax 
employee contributions). The corrective contribution 
for the deferral ($720) and after-tax employee contri-
butions ($96) and related Earnings must be made in 
the form of a QNEC.

Example 9: (Correction method set forth in sec-
tion .05(2)(d)). The facts (including the ADP and 
ACP results) are the same as in Example 8, except 
that it is now determined that Employee  X, after 
being included in the plan in 2024, made after-tax 
employee contributions of $950.

Correction: The correction is the same as in 
Example 8, except that the QNEC required to replace 
the missed after-tax employee contribution is re-cal-
culated to take into account applicable plan limits in 
accordance with the provisions of section .05(2)(d). 
The QNEC is determined as follows: 

The missed after-tax employee contribution 
amount is equal to the 0.5 percent ACP attributable 
to after-tax employee contributions for non-highly 
compensated employees multiplied by $48,000 
(8/12ths of the employee’s 2024 plan compensation 
of $72,000). The missed after-tax employee contri-
bution amount, based on this calculation, is $240. 
However, the sum of this amount ($240) and the 
previously made after-tax employee contribution 
($950) is $1,190. Because the plan limit for after-
tax employee contributions is $1,000, the missed 
after-tax employee contribution needs to be reduced 
by $190, to ensure that the total after-tax employee 
contributions comply with the plan limit. Accord-
ingly, the missed after-tax employee contribution 
is $50 ($240 minus $190) and the required QNEC 
is $20 (that is, 40 percent multiplied by the missed 
after-tax employee contribution of $50), adjusted for 
Earnings.

Example 10: (Correction method set forth in 
section .05(2)(b)). Employer  F sponsors a section 
401(k) plan. The plan has a one-year-of-service eli-
gibility requirement and provides for January 1 and 
July  1 entry dates. Employee  Y, who should have 
been provided the opportunity to elect and make 
elective deferrals for the plan year beginning on Jan-
uary  1,  2022, was not provided the opportunity to 
elect and make elective deferrals until July 1, 2022. 
Employee Y made $8,000 in elective deferrals to the 
plan in 2022. Employee Y was a highly compensated 
employee with compensation for 2022 of $200,000. 
Employee Y’s compensation from January 1 through 
June 30, 2022, was $130,000. The ADP for highly 
compensated employees for 2022 was 10  percent. 
The ADP for non-highly compensated employees 
for 2022 was 8 percent. The section 402(g) limit for 
deferrals made in 2022 was $20,500.

Correction: Employee  Y’s missed deferral is 
equal to the 10‑percent ADP for highly compen-
sated employees multiplied by $130,000 (compen-
sation earned for the portion of the year in which 
Employee Y was erroneously excluded, that is, Jan-
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uary  1,  2022, through June  30,  2022). The missed 
deferral amount based on this calculation is $13,000. 
However, the sum of this amount ($13,000) and the 
previously made elective contribution ($8,000) is 
$21,000. The 2022 section 402(g) limit for elective 
deferrals is $20,500. In accordance with the provi-
sions of section .05(2)(b), the missed deferral needs 
to be reduced by $500 to ensure that the total elec-
tive contribution complies with the applicable sec-
tion 402(g) limit. Accordingly, the missed deferral 
is $12,500 ($13,000 minus $500) and the required 
QNEC is $6,250 (that is, 50 percent multiplied by the 
missed deferral of $12,500). The QNEC is adjusted 
for Earnings.

Example 11: (Correction method set forth in 
section .05(2)(c)(i)). Employer  G maintains a safe 
harbor section 401(k) plan that requires matching 
contributions that satisfy the requirements of sec-
tion 401(k)(12), which are equal to: 100  percent 
of elective deferrals that do not exceed 3  percent 
of an employee’s compensation and 50  percent of 
elective deferrals that exceed 3  percent but do not 
exceed 5  percent of an employee’s compensation. 
Employee M, a non-highly compensated employee 
who met the eligibility requirements and should have 
entered the plan on January 1, 2024, was not offered 
the opportunity to defer under the plan and was erro-
neously excluded for all of 2024. Employee  M’s 
compensation for 2024 was $50,000. 

Correction: In accordance with the provisions of 
section .05(2)(c)(i), Employee  M’s missed deferral 
on account of exclusion from the safe harbor section 
401(k) plan is 3 percent of compensation. Thus, the 
missed deferral is equal to 3 percent multiplied by 
$50,000, or $1,500. Accordingly, the required QNEC 
for Employee M in 2024 is $750, that is, 50 percent 
of $1,500. The required corrective contribution for 
Employee  M’s missed matching contribution is 
$750. Since the matching contribution is required to 
satisfy the requirements of section 401(k)(12), the 
corrective contribution must be made in the form 
of a QNEC. The total QNEC, before adjustments 
for Earnings, on behalf of Employee  M is $1,500 
(that is, $750 for the missed deferral plus $750 for 
the missed matching contribution). The QNEC is 
adjusted for Earnings.

Example 12: (Correction method set forth in sec-
tion .05(2)(c)(i)). Same facts as Example 11, except 
that the plan provides for matching contributions 
equal to 100 percent of elective deferrals that do not 
exceed 4 percent of an employee’s compensation.

Correction: In accordance with the provisions of 
section .05(2)(c)(i), Employee  M’s missed deferral 
on account of exclusion from the safe harbor sec-
tion 401(k) plan is 4 percent of compensation. The 
missed deferral is 4 percent of compensation because 
the plan provides for a 100 percent match for defer-
rals up to that level of compensation. Therefore, in 
this case, Employee  M’s missed deferral is equal 
to 4 percent multiplied by $50,000, or $2,000. The 
QNEC for Employee M in 2024 is $1,000, that is, 
50 percent multiplied by $2,000. The missed match-
ing contribution, based on the missed deferral of 
$2,000 is $2,000. Thus, the required corrective con-
tribution for Employee M’s missed matching contri-
bution is $2,000. Since the matching contribution is 
required to satisfy the requirements of section 401(k)
(12), the corrective contribution must be made in 

the form of a QNEC. The total QNEC on behalf of 
Employee M is $3,000 (that is, $1,000 for the missed 
deferral plus $2,000 for the missed matching contri-
bution), adjusted for Earnings.

Example 13: (Correction method set forth in sec-
tion .05(2)(c)(ii)). Same facts as Example 11, except 
that the plan uses a rate of nonelective contributions 
to satisfy the requirements of section 401(k)(12) 
and provides for a nonelective contribution equal to 
3 percent of compensation.

Correction: In accordance with the provisions 
of section .05(2)(c)(ii), Employee  M’s missed 
deferral on account of exclusion from the safe har-
bor section 401(k) plan is 3  percent of compensa-
tion. Thus, the missed deferral is equal to 3 percent 
multiplied by $50,000, or $1,500. Thus, the QNEC 
for Employee  M’s in 2024 is $750 (50  percent of 
$1,500). The required nonelective contribution, 
based on the plan’s formula of 3 percent of compen-
sation for nonelective contributions is $1,500. Since 
the nonelective contribution is required to satisfy 
the requirements of section 401(k)(12), the correc-
tive contribution is made in the form of a QNEC. 
The total required QNEC on behalf of Employee M 
is $2,250 (that is, $750 for the missed deferral, plus 
$1,500 for the nonelective contribution), adjusted for 
Earnings.

Example 14: (Correction method set forth in sec-
tion .05(4)). Employer H maintains a section 401(k) 
plan. The plan limit on deferrals is the lesser of the 
deferral limit under section 402(g) or the limita-
tion under section 415. The plan also provides that 
certain participants (as defined in section 414(v)
(5)) may make contributions in excess of the plan’s 
deferral limits, up to the limitations on catch-up con-
tributions for the year. The plan also provides for a 
60 percent matching contribution on elective defer-
rals. The deferral limit under section 402(g) for 2022 
is $20,500. The limitation on catch-up contributions 
under the terms of the plan and section 414(v)(2)(B)
(i) for 2022 is $6,500. Employee R, age 55, was pro-
vided with the opportunity to make elective deferrals 
up to the plan limit, but was not provided the oppor-
tunity to make section 401(k) catch-up contributions. 
Employee R is a non-highly compensated employee 
who earned $60,000 in compensation and made elec-
tive deferrals totaling $20,500 in 2022. 

Correction: In accordance with section .05(4), 
Employee  R’s missed deferral on account of the 
plan’s failure to offer the opportunity to make sec-
tion 401(k) catch-up contributions is $3,250 (or one 
half of the limitation on catch-up contributions for 
2022). The required QNEC for Employee R’s missed 
catch-up contributions in 2022 is $1,625 (or 50 per-
cent of $3,250), adjusted for Earnings. In addition, 
Employee  R is entitled to an additional matching 
contribution, under the terms of the plan, equal to 
60 percent of the missed deferral that is attributable 
to the catch-up contribution that the employee would 
have made had the failure not occurred. In this case, 
the missed deferral is $3,250 and the corresponding 
matching contribution is $1,950 (that is, 60 percent 
of $3,250). Thus, the required corrective contribu-
tion for the additional matching contribution that 
should have been made on behalf of Employee R is 
$1,950 adjusted for Earnings.

Example 15: (Correction method set forth in 
section .05(5)). Employer  I maintains a section 

401(k) plan. The plan provides for matching contri-
butions for eligible employees equal to 100 percent 
of elective deferrals that do not exceed 3 percent of 
an employee’s compensation. On January  1,  2024, 
Employee  T made an affirmative election to con-
tribute 10 percent of compensation for the 2024 plan 
year. However, Employee T’s election was not pro-
cessed, and the required amounts were not withheld 
from Employee  T’s salary in 2024. Employee  T’s 
salary was $60,000 in 2024.

Correction: Employer  I uses the correction 
method described in section .05(5) to correct the 
failure to implement Employee T’s election to make 
elective deferrals under the plan for the full plan 
year beginning January 1, 2024. Employer  I calcu-
lates the corrective QNEC to be made on behalf of 
Employee T as follows:

(a) Elective deferrals: Employee  T’s elec-
tion to make elective deferrals in 2024 was not 
implemented. Thus, pursuant to section .05(5)(a), 
Employer I must make a QNEC to the plan on behalf 
of Employee T equal to 50 percent of Employee T’s 
missed deferral. The missed deferral is determined 
by using Employee T’s elected deferral percentage 
(10 percent) for 2024 and multiplying that percentage 
by Employee T’s compensation for 2024 ($60,000). 
Accordingly, the missed deferral for Employee  T 
on account of Employer  I’s failure to implement 
Employee  T’s election is $6,000 (10  percent x 
$60,000). Thus, the required QNEC for the failure to 
implement Employee T’s election is $3,000 (that is, 
50 percent x $6,000), adjusted for Earnings.

(b) Matching contributions: Employee T should 
have been eligible for but did not receive an allo-
cation of employer matching contributions because 
no elective deferrals were made on Employee T’s 
behalf in 2024. Thus, pursuant to section .05(5)
(c), Employer  I must make a corrective employer 
nonelective contribution to the plan on behalf of 
Employee  T that is equal to the matching contri-
bution Employee  T would have received had the 
missed deferral been made, adjusted for Earnings. 
If Employee  T had made an elective deferral of 
$6,000 or 10  percent of compensation ($60,000), 
Employee T would have been entitled to a matching 
contribution equal to 100 percent of the first 3 percent 
of compensation ($60,000) or $1,800. Accordingly, 
the contribution required for the missed matching 
contribution is $1,800, adjusted for Earnings.

The total required corrective contribution on 
behalf of Employee  T, before Earnings, is $4,800 
($3,000 for the missed deferral plus $1,800 for the 
missed matching contribution). The corrective con-
tribution for the missed deferral ($3,000) and related 
Earnings must be made in the form of a QNEC.

Example 16: (Correction method set forth in sec-
tion .05(8)). Employer  J maintains a calendar year 
section 401(k) plan that contains automatic contri-
bution features but does not provide for any match-
ing contributions. All employees automatically have 
elective deferrals of 3 percent of compensation with-
held. Employees may elect to decrease or increase 
this amount. On March 1, 2025, Employer J discov-
ered four employees hired in June  2024 who were 
improperly excluded from the plan. 

Correction: Employer  J automatically enrolled 
the employees in the section 401(k) plan as of 
April  1,  2025, and began withholding 3  percent 
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of their compensation as elective deferrals. On 
May  1,  2025, Employer  J issued a notice to the 
affected employees that satisfied the content require-
ment specified in section .05(8)(c). Employer J does 
not have to provide a corrective contribution for any 
missed deferrals due to the employees’ improper 
exclusion from the plan in 2024 and first three 
months of 2025. 

Example 17: (Correction method set forth in sec-
tion .05(9)). Assume the same facts in Example 16, 
except that the section 401(k) plan does not provide 
an automatic contribution feature.

Correction: On April 1, 2025, Employer J pro-
vided the excluded employees with the opportunity 
to participate in the section 401(k) plan. Employer J 
issued the notice on May 1, 2025. Employer J makes 
a corrective contribution equal to 25 percent of the 
missed deferral amount for 2024 and first three 
months of 2025, adjusted for Earnings.

.06 Failure to timely pay the mini-
mum distribution required under section 
401(a)(9). (1) Defined contribution plan. 
The safe harbor correction method with 
respect to a defined contribution plan is to 
distribute the required minimum distribu-
tions (with Earnings from the date of the 
failure to the date of the distribution). The 
amount required to be distributed for each 
year in which the initial failure occurred 
should be determined by dividing the 
adjusted account balance on the appli-
cable valuation date by the applicable 
denominator. For this purpose, adjusted 
account balance means the actual account 
balance, determined in accordance with 
Treas. Reg. § 1.401(a)(9)‑5(b), reduced by 
the amount of the total missed minimum 
distributions for prior years.

(2) Defined benefit plan. The safe har-
bor correction method with respect to a 
defined benefit plan is to distribute the 
required minimum distributions, plus an 
interest payment based on the plan’s actu-
arial equivalence factors in effect on the 
date that the distribution should have been 
made. See section 6.10 of this revenue 
procedure. If this correction is made at the 
time the plan is subject to a restriction on 
single-sum payments pursuant to section 
436(d), the Plan Sponsor must contribute 
to the plan the applicable amount under 
section 6.10(2) of this revenue procedure 
as part of the correction.

.07 Failure to obtain participant or 
spousal consent for a distribution sub-
ject to the participant and spousal con-
sent rules under sections 401(a)(11) and 
417. (1) In general. For a failure to obtain 
required written consent from an unmar-
ried plan participant, the Plan Sponsor 

must notify the affected participant so 
that the participant can provide consent 
to the distribution actually made or the 
participant may repay the distribution and 
receive an optional form of distribution 
offered by the plan. For married partici-
pants, as provided in section 6.08 of this 
revenue procedure, the Plan Sponsor gen-
erally must notify the affected participant 
and spouse (the spouse to whom the par-
ticipant was married at the time of the dis-
tribution), so that the spouse can provide 
spousal consent to the distribution actu-
ally made or the participant may repay the 
distribution and receive a qualified joint 
and survivor annuity. 

(2) Alternative correction methods 
when spousal consent is not obtained. (a) 
In general. As alternatives to the correc-
tion method in section 6.08 of this reve-
nue procedure, correction for a failure 
to obtain spousal consent may be made 
under either section .07(2)(b) or (c). 

(b) QJSA option. The spouse is entitled 
to a benefit under the plan equal to the 
portion of the qualified joint and survivor 
annuity that would have been payable to 
the spouse upon the death of the partici-
pant had a qualified joint and survivor 
annuity been provided to the participant 
under the plan at the annuity starting date 
for the prior distribution. Such spousal 
benefit will be provided in accordance 
with the Plan’s administrative practices 
and procedures. The participant’s annuity 
may be actuarially reduced by considering 
the distributions already received by the 
participant. However, the portion of the 
qualified joint and survivor annuity pay-
able to the spouse upon the death of the 
participant may not be actuarially reduced. 

(c) Election between annuity and sin-
gle-sum payment. The plan may offer the 
spouse the choice between (i) the survivor 
annuity benefit described under section 
.07(2)(b) or (ii) a single-sum payment 
equal to the actuarial present value of that 
survivor annuity benefit (calculated using 
the applicable interest rate and mortality 
table under section 417(e)(3)). Any such 
single-sum payment is treated in the same 
manner as a distribution under section 
402(c)(9) for purposes of rolling over 
the payment to an IRA or other eligible 
retirement plan. In the event that the plan 
is subject to a restriction on the payment 
of single sums pursuant to section 436(d) 

at the time the plan offers this choice to 
the spouse and the spouse elects to receive 
a single-sum payment, the Plan Sponsor 
must contribute to the plan the applicable 
amount under section 6.10(2)(b)(i) of this 
revenue procedure.

(3) Example. The following example 
illustrates the application of this section 
.07.

Example 18: In accordance with the automatic 
qualified joint and survivor annuity option under a 
plan, a married participant who retired would have 
received a qualified joint and survivor annuity of 
$600 per month payable for life with $300 per month 
payable to the spouse for the spouse’s life beginning 
upon the participant’s death. Instead, the participant 
received, without the required consent of the partici-
pant’s spouse, a single-sum distribution equal to the 
actuarial present value of the participant’s accrued 
benefit under the plan.

Correction: At the time of the correction, the 
participant’s spouse does not consent to the partic-
ipant’s prior single-sum distribution. Even though 
the $600 monthly annuity payable during the partic-
ipant’s lifetime may be actuarially reduced to take 
the single-sum distribution into account, the spouse 
is entitled to receive an annuity of $300 per month 
payable for life beginning at the participant’s death. 
If the plan gives the spouse the choice to receive an 
annuity of $300 per month payable or a lump-sum 
payment equal to the actuarial present value of a 
$300-per-month annuity, and the spouse elects to 
receive the lump-sum payment, then the payment is 
treated in the same manner as a distribution under 
section 402(c)(9) for purposes of rolling over the 
payment to an IRA or other eligible retirement plan. 
If the election by the spouse is made at the time the 
plan is subject to a restriction on single-sum pay-
ments pursuant to section 436(d), then the lump-
sum payment alternative is available only if the Plan 
Sponsor (or other person) contributes to the plan the 
amount under section 6.10 of this revenue procedure 
as part of the correction.

.08 Correction of an Excess Alloca-
tion with respect to a section 415 failure. 
(1) General correction method. The fail-
ure to limit annual additions allocated to 
employees in a defined contribution plan 
as required in section 415 is corrected in 
accordance with section 6.11(2)(d) of this 
revenue procedure. 

(2) Forfeiture correction method for 
a correction of an Excess Allocation 
relating to a section 415(c) failure in a 
Qualified Plan for a non-vested, non-
highly compensated former employee. In 
addition to the method in section 6.11(2)
(d) of this revenue procedure, the failure 
to satisfy section 415(c) with respect to 
a non-highly compensated employee (a) 
who in the limitation year of the failure 
had annual additions consisting of both 
(i) either elective deferrals or after-tax 
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employee contributions or both and (ii) 
either matching or nonelective contribu-
tions or both, (b) for whom the match-
ing and nonelective contributions equal 
or exceed the portion of the employee’s 
annual addition that exceeds the limits 
under section 415(c) (“section 415(c) 
excess”) for the limitation year, and (c) 
who has terminated with no vested inter-
est in the matching and nonelective con-
tributions (and has not been reemployed 
at the time of the correction), may be 
corrected by using the forfeiture correc-
tion method set forth in this paragraph. 
The section 415(c) excess is deemed to 
consist solely of the matching and non-
elective contributions. If the employee’s 
section 415(c) excess (adjusted for Earn-
ings) has previously been forfeited, the 
section 415(c) failure is deemed to be 
corrected. If the section 415(c) excess 
(adjusted for Earnings) has not been for-
feited, that amount is placed in an unal-

 
Nonelective Contributions 
Elective Deferrals 
After-tax Contributions 
Total Contributions 
Section 415(c) Limit 
 (Lesser of $61,000 or 100% of Pay) 
Section 415(c) Excess 

Correction: Employer K uses the section .08(1) 
correction method (in accordance with section 
6.11(2) of this revenue procedure) to correct the 
section 415(c) excess with respect to Employee T 
(that is, $3,000). Thus, a distribution of plan assets 
(and corresponding reduction of the account bal-
ance) consisting of $500 (adjusted for Earnings) of 
unmatched after-tax employee contributions and 
$2,500 (adjusted for Earnings) of elective deferrals is 
made to Employee T. Employer K uses the forfeiture 
correction method in section .08(2) to correct the 
section 415(c) excess with respect to Employee U. 
Thus, the section 415(c) excess is deemed to consist 
solely of the nonelective contributions. Accordingly, 
Employee U’s nonvested account balance is reduced 
by $300 (adjusted for Earnings) which is placed in an 
unallocated account, as described in section 6.11(2) 
of this revenue procedure, to be used to reduce 
employer contributions in succeeding year(s). After 
correction, it is determined that the ADP and ACP 
tests for 2022 were satisfied.

Example 20: Employer L maintains a section 
401(k) plan. The plan provides for nonelective 
employer contributions, matching contributions, 
and elective deferrals. The plan provides for match-
ing contributions that are equal to 100 percent 
of an employee’s elective deferrals that do not 
exceed 8 percent of the employee’s plan compen-
sation for the plan year. For the 2022 limitation 
year, Employee V had section 415 compensation 

located account, as described in section 
6.11(2)(d) of this revenue procedure, to 
be used to reduce employer nonelective 
contributions in succeeding year(s) (or 
if the amount would have been allocated 
to other employees who were in the plan 
for the year of the failure if the failure 
had not occurred, then that amount is 
reallocated to the other employees in 
accordance with the plan’s allocation 
formula). Note that while this correc-
tion method will permit more favorable 
tax treatment of elective deferrals for the 
employee than the correction method in 
section 6.11(2) of this revenue proce-
dure, this correction method could be 
less favorable to the employee in certain 
cases, for example, if the employee is 
subsequently reemployed and becomes 
vested. (See Examples 19 and 20.) 

(3) Examples. The following examples 
illustrate the application of this section 
.08.

Example 19: Employer  K maintains a sec-
tion 401(k) plan. The plan provides for non-
elective employer contributions, elective defer-
rals, and after-tax employee contributions. The 
plan provides that the nonelective contributions 
vest under a 3-year cliff vesting schedule. The 
plan provides that when an employee termi-
nates employment, the employee’s nonvested 
account balance is forfeited five years after a 
distribution of the employee’s vested account 
balance and that forfeitures are used to reduce 
employer contributions. For the 2022 limitation 
year, the annual additions made on behalf of two 
non-highly compensated employees in the plan, 
Employees T and U, exceeded the limit in section 
415(c). For the 2022 limitation year, Employee 
T had section 415 compensation of $60,000. 
Employee T made elective deferrals and after-tax 
employee contributions. For the 2022 limitation 
year, Employee U had section 415 compensation 
of $40,000. Employee U made elective deferrals. 
Also, on January 1, 2023, Employee U, who had 
two years of service with Employer K, terminated 
his employment and received his entire vested 
account balance (which consisted of his elective 
deferrals). The annual additions for Employees T 
and U consisted of:

 T	  U
$42,500 	 $ 20,300
$20,000 	 $ 20,000
$     500 	 $          0
$ 63,000	 $ 40,300

$ 60,000 	 $ 40,000
$   3,000 	 $      300

of $50,000. During that limitation year, the annual 
additions for Employee  V totaled $52,500, con-
sisting of $5,000 in elective deferrals, $4,000 in 
matching contributions (8 percent of $50,000), and 
a $43,500 nonelective employer contribution. Thus, 
the annual additions for Employee V exceeded the 
section 415(c) limit by $2,500.

Correction: Employer L uses the section .08(1) 
correction method (in accordance with section 
6.11(2) of this revenue procedure) to correct the sec-
tion 415(c) excess with respect to Employee V (that 
is, $2,500). Accordingly, $1,000 of the unmatched 
elective deferrals (adjusted for Earnings) are dis-
tributed to Employee  V. The remaining $1,500 
excess is apportioned equally between the elective 
deferrals and the associated matching employer 
contributions, so Employee V’s account balance is 
further reduced by distributing to Employee V $750 
(adjusted for Earnings) of the elective deferrals and 
forfeiting $750 (adjusted for Earnings) of the associ-
ated employer matching contributions. The forfeited 
matching contributions are placed in an unallocated 
account, as described in section 6.11(2) of this rev-
enue procedure, to be used to reduce employer con-
tributions in succeeding year(s). After correction, it 
is determined that the ADP and ACP tests for 2022 
were satisfied.

.09 Correction of Overpayments. (1) 
In general. As described in section 6.12(3) 

of this revenue procedure, an Overpay-
ment may be corrected by repayment to 
the plan. Repayments may be made using 
the return of Overpayment or adjustment 
of future payment correction methods set 
forth in section .09(2). As provided in sec-
tion 6.12(3)(e) of this revenue procedure, 
any other appropriate correction method 
may be used to correct an Overpayment. 

(2) Return of Overpayment and adjust-
ment of future payments correction meth-
ods. (a) Return of Overpayment correction 
method. (i) In general. The Plan Sponsor 
must take reasonable steps to have the 
Overpayment (adjusted for appropriate 
interest) returned to the plan by the Over-
payment recipient and must reduce future 
benefit payments (if any) to the Overpay-
ment recipient to equal the correct amount 
payable under the terms of the plan (or 
an amount that satisfies a limitation pro-
vided in the Code or regulations). The 
Plan Sponsor may permit the Overpay-
ment recipient to repay the Overpayment 
through the payment of a single sum or 
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through an installment agreement. How-
ever, the installment option is not available 
in cases in which the Overpayment recip-
ient is a disqualified person (as defined in 
section 4975(e)(2)) or an owner-employee 
(as defined in section 401(c)).

(ii) Plan Sponsor contribution 
required. If the amount returned to the 
plan by the Overpayment recipient is less 
than the Overpayment adjusted for Earn-
ings at the plan’s earnings rate, the Plan 
Sponsor or another person (other than any 
spouse or beneficiary of the Overpayment 
recipient) must contribute the difference 
to the plan. (See Example 24.) 

(b) Adjustment of future payments cor-
rection method. (i) In general. In the case 
of plan benefits that are being distributed 
in the form of periodic payments, Over-
payments may be corrected using the 
adjustment of future payments correction 
method. Under the adjustment of future 
payments correction method, payments 
made to the Overpayment recipient on or 
after the date of correction are reduced so 
that they do not exceed the correct benefit 
payment under the terms of the plan (or 
satisfy a limitation provided in the Code 
or regulations). An additional reduction is 
made to recoup the Overpayment (over a 
period not longer than the remaining pay-
ment period) so that the actuarial present 
value of the additional reduction, deter-
mined as of the date of correction, is equal 
to the Overpayment plus interest at the 
interest rate used by the plan as of the date 
of correction to determine actuarial equiv-
alence. (See Examples 21 and 23.)

(ii) Joint and survivor annuity pay-
ments. If a participant is receiving pay-
ments in the form of a joint and survivor 
annuity, with the participant’s spouse 
receiving a life annuity upon the partic-
ipant’s death equal to a percentage (for 
example, 75 percent) of the amount being 
paid to the participant, the reduction of 
future annuity payments to reflect the 
correct amount payable to the participant 
under the terms of the plan (or to satisfy 
a limitation provided in the Code or reg-
ulations) reduces the amount of benefits 
payable during the lives of both the partic-
ipant and spouse. However, any reduction 
to recoup Overpayments made to the par-
ticipant’s future annuity payments does 
not reduce the amount of the spouse’s 
survivor benefit (regardless of whether the 

Overpayments have been recouped fully 
due to the reductions during the partici-
pant’s lifetime). Thus, the spouse’s survi-
vor benefit will be based on the specified 
percentage (for example, 75  percent) of 
the maximum permitted amount payable 
under the terms of the plan (or to satisfy 
a limitation provided in the Code or reg-
ulations), instead of the reduced periodic 
amount payable to the participant. (See 
Example 22.)

(iii) Plan Sponsor not required to 
contribute to the plan. To the extent the 
amount returned by an Overpayment 
recipient through the adjustment of future 
payments correction method is less than 
the Overpayment (for example, due to the 
death of the Overpayment recipient), the 
Plan Sponsor is not required to contribute 
any additional amount to the plan.

(c) Overpayment recipients may be 
given choice of recoupment correction 
methods. If seeking recoupment of an 
Overpayment under section .09(2), a Plan 
Sponsor may provide an Overpayment 
recipient a choice of repaying an Over-
payment by: (i) a single-sum repayment, 
(ii) an installment agreement, or (iii) an 
adjustment made to future benefit pay-
ments. 

(3) Examples. The following examples 
illustrate the application of this section 
.09.

Example 21: Employer  M maintains a defined 
benefit plan funded solely through employer con-
tributions. The plan provides that the benefits of 
employees are limited to the maximum amount per-
mitted under section 415(b), disregarding cost-of-
living adjustments under section 415(d) after benefit 
payments have commenced. At the beginning of 
the 2025 plan year, Employee S retired and started 
receiving an annual straight life annuity of $290,000 
from the plan. Due to an administrative error, the 
annual amount received by Employee  S for 2025 
included an Overpayment of $10,000 (because the 
section 415(b)(1)(A) limit for 2025 was $280,000). 
This error was discovered at the beginning of 2026.

Correction: Employer  M uses the adjustment 
of future payments correction method to correct the 
failure to satisfy the limit in section 415(b). Future 
annuity benefit payments to Employee S are reduced 
so that they do not exceed the section 415(b) max-
imum limit, and, in addition, Employee  S’s future 
benefit payments from the plan are actuarially 
reduced to recoup the Overpayment. Accordingly, 
Employee  S’s future benefit payments from the 
plan are reduced to $280,000 and further reduced 
by $1,000 annually for life, beginning in 2026. The 
annual benefit amount is reduced by $1,000 annu-
ally for life because, for Employee S, the actuarial 
present value of a benefit of $1,000 annually for 
life commencing in 2026 is equal to the sum of 

$10,000 and interest at the rate used by the plan to 
determine actuarial equivalence beginning with the 
date of the first Overpayment and ending with the 
date the reduced annuity payment begins. Thus, 
Employee  S’s remaining benefit payments are 
reduced so that Employee  S receives $279,000 for 
2026, and for each year thereafter.

Example 22: The facts are the same as in Exam-
ple 21, except that Employee S is receiving the ben-
efit in the form of a fully subsidized 100‑percent 
joint and survivor benefit, so that Employee  S’s 
spouse will receive 100  percent of Employee  S’s 
benefit after Employee S’s death. As provided under 
Example 21, under the terms of the plan, the annual 
benefit payable to Employee  S should have been 
$280,000 for Employee S’s lifetime, and $280,000 
to Employee S’s spouse after Employee S’s death.

Correction: The adjustment to recoup the Over-
payment is applied only for Employee S’s lifetime, 
as described in section .09(2)(b)(ii), so the actuar-
ial adjustment is $1,000 annually as determined in 
Example 21. Therefore, the future annual payments 
to Employee S will be $279,000 for Employee S’s 
lifetime, and the annual payments to Employee S’s 
spouse will be $280,000 for the remainder of the 
spouse’s lifetime after Employee S’s death.

Example 23: The facts are the same as in Exam-
ple 21.

Correction: Employer  M uses the adjustment 
of future payments correction method to correct the 
section 415(b) failure, by recouping the entire excess 
payment made in 2025 from Employee S’s remain-
ing benefit payments for 2026. Thus, Employee S’s 
annual annuity benefit for 2026 is reduced to 
$269,400 to reflect the excess benefit amounts 
(increased by interest) that were paid from the plan 
to Employee S during the 2025 plan year. Beginning 
in 2027, Employee S begins to receive annual benefit 
payments of $280,000.

Example 24: The facts are the same as in 
Example  21, except that the benefit was paid to 
Employee  S in the form of a single-sum distribu-
tion in 2025, which exceeded the maximum section 
415(b) limit by $110,000.

Correction: Employer  M uses the return of 
Overpayment correction method to correct the 
section 415(b) failure. Thus, Employer  M notifies 
Employee S of the $110,000 Overpayment and that 
the Overpayment was not eligible for favorable tax 
treatment accorded to distributions from Qualified 
Plans (and, specifically, was not eligible for tax-free 
rollover). The notice also informs Employee S that 
the Overpayment (with interest at the rate used by the 
plan to calculate the single-sum payment) is owed to 
the plan. Employer M takes reasonable steps to have 
the Overpayment (with interest at the rate used by 
the plan to calculate the single-sum payment) paid 
to the plan. Employee S pays the $110,000 (plus the 
requested interest) to the plan. It is determined that 
the plan’s rate of return for the relevant period was 
two percentage points more than the rate used by the 
plan to calculate the single-sum payment. Accord-
ingly, Employer M contributes the difference to the 
plan.

Example 25: The facts are the same as in Exam-
ple 24.

Correction: Employer  M uses the return of 
Overpayment correction method to correct the 
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section 415(b) failure. Thus, Employer  M notifies 
Employee S of the $110,000 Overpayment and that 
the Overpayment was not eligible for favorable tax 
treatment accorded to distributions from Qualified 
Plans (and, specifically, was not eligible for tax-free 
rollover). The notice also informs Employee S that 
the Overpayment (with interest at the rate used by the 
plan to calculate the single-sum payment) is owed to 
the plan. Employer M takes reasonable steps to have 
the Overpayment (with interest at the rate used by 
the plan to calculate the single-sum payment) paid 
to the plan. As a result of Employer M’s recovery 
efforts, some, but not all, of the Overpayment (with 
interest) is recovered from Employee S. It is deter-
mined that the amount returned by Employee  S to 
the plan is less than the Overpayment adjusted for 
Earnings at the plan’s rate of return. Accordingly, 
Employer M contributes the difference to the plan.

.10 Correction of a failure to provide 
a notice of suspension of benefits in a 
defined benefit plan. A failure to pro-
vide a notice of suspension of benefits, 
in accordance with the terms of a defined 
benefit plan and consistent with section 
203(a)(3)(B) of ERISA and the regula-
tions thereunder, to a participant who 
remains employed after attaining normal 
retirement age should be corrected by pro-
viding the participant the required suspen-
sion of benefits notice and increasing the 
participant’s accrued benefit in a manner 
that is consistent with the provisions of 
Prop. Reg. § 1.411(b)‑2(b)(4). Generally, 
under the proposed regulations, the partic-
ipant’s accrued benefit for each plan year 
for which the failure occurred would be 
equal to the benefit the participant accrued 
under the terms of the plan as of the close 
of the prior plan year increased by the 
greater of:

(1) the benefit the participant would 
have accrued during the plan year under 
the plan’s benefit formula, and

(2) the prior year’s benefit increased to 
the end of the plan year (or through the 
date of correction, if earlier), in accor-
dance with the plan’s provisions for actu-
arial equivalence, as described in section 
6.10 of this revenue procedure, that were 
in effect for that plan year.

.11 Vesting failures in a defined con-
tribution plan. (1) Correction methods. 
(a) Contribution correction method. A 
failure to apply the proper vesting percent-
age to an employee’s account balance that 
results in forfeiture of too large a portion 
of the employee’s account balance may 
be corrected using the contribution cor-
rection method. The Plan Sponsor makes 
a corrective contribution on behalf of the 

employee whose account balance was 
improperly forfeited in an amount equal 
to the improper forfeiture. The corrective 
contribution is adjusted for Earnings. If, 
as a result of the improper forfeiture, an 
amount was improperly allocated to the 
account balance of another employee, no 
reduction is made to the account balance 
of that employee. (See Example 26.) 

(b) Reallocation correction method. 
In lieu of the contribution correction 
method, in a plan under which forfei-
tures of account balances are reallocated 
among the account balances of the other 
eligible employees in the plan, a failure 
to apply the proper vesting percentage 
to an employee’s account balance which 
results in forfeiture of too large a portion 
of the employee’s account balance may 
be corrected under the reallocation cor-
rection method set forth in section .05(1)
(b), subject to the limitations set forth in 
section .05(1)(b)(vi). In applying section 
.05(1)(b)(ii), the account balance of the 
employee who incurred the improper for-
feiture is increased by an amount equal 
to the amount of the improper forfeiture 
and the amount is adjusted for Earnings. 
In applying section .05(1)(b)(iii)(A), the 
account balance of each employee who 
shared in the allocation of the improper 
forfeiture is reduced by the amount of the 
improper forfeiture that was allocated to 
that employee’s account. The Earnings 
adjustments for the account balances that 
are being reduced are determined in accor-
dance with section .05(1)(b)(iii)(B) and 
(C) and the reductions after adjustments 
for Earnings are limited in accordance 
with section .05(1)(b)(iii)(D). In accor-
dance with section .05(1)(b)(iv), if the 
aggregate amount of the increases exceeds 
the aggregate amount of the reductions, 
the Plan Sponsor makes a corrective con-
tribution to the plan for the amount of the 
excess. In accordance with section .05(1)
(b)(iv), if the aggregate amount of the 
reductions exceeds the aggregate amount 
of the increases, then the amount by 
which each employee’s account balance is 
reduced is decreased on a pro rata basis. 
(See Example 27.)

(2) Examples. The following examples 
illustrate the application of this section 
.11.

Example 26: Employer N maintains a profit-shar-
ing plan that provides for nonelective contributions. 

The plan provides for self-directed investments 
among four investment funds and daily valuation 
of account balances. The plan provides that forfei-
tures of account balances are reallocated among the 
account balances of other eligible employees on 
the basis of compensation. During the 2024 plan 
year, Employee  R terminated employment with 
Employer N and elected and received a single-sum 
distribution of the vested portion of Employee  R’s 
account balance. No other distributions have been 
made since 2024. However, an incorrect determina-
tion of Employee R’s vested percentage was made, 
resulting in Employee  R receiving a distribution 
of less than the amount to which Employee R was 
entitled under the plan. The remaining portion of 
Employee  R’s account balance was forfeited and 
reallocated (and these reallocations were not affected 
by the limitations of section 415). Most of the 
employees who received allocations of the improper 
forfeiture were non-highly compensated employees.

Correction: Employer  N uses the contribution 
correction method to correct the improper forfeiture. 
Thus, Employer  N makes a contribution on behalf 
of Employee  R equal to the incorrectly forfeited 
amount (adjusted for Earnings) and Employee  R’s 
account balance is increased accordingly and subse-
quently distributed to Employee R. No reduction is 
made from the account balances of the employees 
who received an allocation of the improper forfei-
ture.

Example 27: The facts are the same as in Exam-
ple 26.

Correction: Employer  N uses the reallocation 
correction method to correct the improper forfeiture. 
Thus, Employee R’s account balance is increased by 
the amount that was improperly forfeited (adjusted 
for Earnings) and such increase will be distributed 
to Employee R. The account of each employee who 
shared in the allocation of the improper forfeiture is 
reduced by the amount of the improper forfeiture that 
was allocated to that employee’s account (adjusted 
for Earnings). Because most of the employees whose 
account balances are being reduced are non-highly 
compensated employees, for administrative conve-
nience, Employer  N uses the rate of return of the 
fund with the lowest rate of return for the period of 
the failure to adjust the reduction to each account 
balance. It is determined that the amount (adjusted 
for Earnings) by which the account balance of 
Employee  R is increased exceeds the aggregate 
amount (adjusted for Earnings) by which the other 
employees’ account balances are reduced. Accord-
ingly, Employer N makes a contribution to the plan 
in an amount equal to the excess. The reduction from 
the account balances is made on a pro rata basis 
among all of the funds in which each employee’s 
account balance is invested.

.12 Section  401(a)(17) failures in a 
defined contribution plan. (1) Reduction 
of account balance correction method. (a) 
In general. The allocation of contributions 
or forfeitures for a plan year on the basis 
of compensation in excess of the limit 
under section 401(a)(17) of the Code for 
the plan year may be corrected using the 
reduction of account balance correction 
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method set forth in section 6.11(2) of this 
revenue procedure. 

(b) Example. The following example 
illustrates the application of this section 
.12(1).

Example 28: Employer  O maintains a money 
purchase pension plan. Under the plan, an eligible 
employee is entitled to an employer contribution 
of 8 percent of the employee’s compensation up to 
the section 401(a)(17) limit ($305,000 for 2022). 
During the 2022 plan year, an eligible employee, 
Employee W, inadvertently was credited with a con-
tribution based on compensation above the section 
401(a)(17) limit. Employee  W’s compensation for 
2022 was $450,000. Employee W received a contri-
bution of $36,000 for 2022 (8 percent of $450,000), 
rather than the contribution of $24,400 (8 percent of 
$305,000) provided by the plan for that year, result-
ing in an improper allocation of $11,600. 

Correction: The section 401(a)(17) failure is 
corrected using the reduction of account balance 
method by reducing Employee W’s account balance 
by $11,600 (adjusted for Earnings) and crediting 
that amount to an unallocated account, as described 
in section 6.11(2) of this revenue procedure, to be 
used to reduce employer contributions in succeeding 
year(s).

(2) Contribution correction method. (a) 
In general. As an alternative to the reduc-
tion of account balance correction method, 
a Plan Sponsor may correct a section 
401(a)(17) failure for a plan year using the 
contribution correction method. The Plan 
Sponsor contributes an additional amount 
on behalf of each of the other employees 
(excluding each employee for whom there 
was a section 401(a)(17) failure) who 
received an allocation for the year of the 
failure, and amending the plan to provide 
for the additional allocation. The amount 
contributed for an employee is equal to 
the employee’s plan compensation for the 
year of the failure multiplied by a fraction, 
the numerator of which is the improp-
erly allocated amount made on behalf of 
the employee with the largest improperly 
allocated amount, and the denominator of 
which is the limit under section 401(a)(17) 
applicable to the year of the failure. The 
resulting additional amount for each of the 
other employees is adjusted for Earnings. 
(See Example 29.) 

(b) Example. The following example 
illustrates the application of this section 
.12(2). 

Example 29: The facts are the same as in Exam-
ple 28.

Correction: Employer  O corrects the failure 
using the contribution correction method by (1) 
amending the plan to increase the contribution 
percentage for all eligible employees (other than 
Employee W) for the 2022 plan year and (2) contrib-

uting an additional amount (adjusted for Earnings) 
for those employees for that plan year. To determine 
the increase in the plan’s contribution percentage 
(and the additional amount contributed on behalf of 
each eligible employee), the improperly allocated 
amount ($11,600) is divided by the section 401(a)
(17) limit for 2022 ($305,000). Accordingly, the plan 
is amended to increase the contribution percentage 
by 3.8 percentage points ($11,600/$305,000) from 
8  percent to 11.8  percent. In addition, each eli-
gible employee for the 2022 plan year (other than 
Employee W) receives an additional contribution of 
3.8 percent multiplied by that employee’s plan com-
pensation for 2022. This additional contribution is 
adjusted for Earnings.

(3) Distribution or transfer in a Sec-
tion 403(b) Plan. (a) In general. In accor-
dance with section 6.11 and 6.16(2) of this 
revenue procedure, a Plan Sponsor may 
correct a section 401(a)(17) failure for a 
plan year by distributing the Excess Allo-
cation to the employee or by contributing 
the Excess Allocation to a section 403(c) 
account on behalf of the employee. The 
Excess Allocation is reported as taxable to 
the employee.

(b) Example. The following example 
illustrates the application of this section 
.12(3).

Example 30: Under Employer P’s Section 403(b) 
plan, Employee  F is entitled to a fully vested 
employer nonelective contribution of 8  percent of 
compensation. The section 401(a)(17) limit was 
$290,000 for 2021. Employee F’s compensation for 
2021 was $300,000. The plan received a contribu-
tion to Employee F’s account of $24,000, based on 
$300,000 of compensation ($300,000 x 8  percent). 
Employer  P discovered the Excess Allocation of 
$800 in 2024.

Correction: Employer  P must distribute the 
section 401(a)(17) Excess Allocation of $800 
(plus Earnings) to Employee  F or transfer, on 
Employee  F’s behalf, the Excess Allocation into a 
section 403(c) separate account, established outside 
of the plan. Employer P reports the $800 as taxable to 
Employee F. If the $800 is transferred into a section 
403(c) account, Employee F has basis in the amount.

.13 Correction by amendment. A Plan 
Sponsor may, under the requirements in 
section 6.07 of this revenue procedure, 
amend a plan to conform the terms of the 
plan to the plan’s prior operations. For 
example:

(1) Hardship distribution failures. (a) 
In general. The failure of making hardship 
distributions to employees under a plan 
that does not provide for hardship distri-
butions may be corrected by plan amend-
ment. The plan is amended retroactively 
to provide for the hardship distributions 
that were made available. This paragraph 
does not apply unless (a) the amendment 

satisfies the requirements of section 6.07 
of this revenue procedure, and (b) the plan 
as amended would have satisfied the Qual-
ification Requirements of section 401(a) 
(including the requirements applicable 
to hardship distributions under section 
401(k), if applicable) had the amendment 
been adopted when hardship distributions 
were first made available.

(b) Example. The following example 
illustrates the application of this section 
.13(1).

Example 31: Employer  Q maintains a section 
401(k) plan. Although plan provisions in 2023 did 
not provide for hardship distributions, beginning in 
2023 hardship distributions of amounts allowed to be 
distributed under section 401(k) were made currently 
and effectively available to all employees (within the 
meaning of §  1.401(a)(4)‑4). The standard used to 
determine hardship satisfied the deemed hardship 
distribution standards in §  1.401(k)‑1(d). Hardship 
distributions were made to a number of employees 
during the 2023 and 2024 plan years, creating an 
Operational Failure. The failure was discovered in 
2025.

Correction: Employer Q corrects the failure by 
adopting a plan amendment in 2025, effective Janu-
ary 1, 2023, to provide a hardship distribution option 
that satisfies the rules applicable to hardship distri-
butions in § 1.401(k)‑1(d). The amendment provides 
that the hardship distribution option is available to 
all employees. Thus, the amendment satisfies section 
401(a), and the plan as amended in 2025 would have 
satisfied section 401(a) (including §  1.401(a)(4)‑4 
and the requirements applicable to hardship distri-
butions under section 401(k)) if the amendment had 
been adopted in 2023.

(2) Plan loan failures. The failure of 
(a) permitting plan loans to employees 
under a plan that does not provide for plan 
loans, or (b) permitting a participant to 
obtain a number of loans that exceeds the 
number of loans permitted under the terms 
of the plan, may be corrected by amending 
the plan retroactively to provide for the 
plan loans that were made available. This 
correction may not be used unless (a) the 
amendment satisfies the requirements of 
section 6.07 of this revenue procedure, (b) 
the plan as amended would have satisfied 
the Qualification Requirements of section 
401(a) (and the requirements applicable 
to plan loans under section 72(p)) had the 
amendment been adopted when plan loans 
were first made available, and (c) plan 
loans (including plan loans in excess of 
the number permitted under the terms of 
the plan) were available to either all par-
ticipants, or solely to one or more partic-
ipants who were non-highly compensated 
employees.
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(3) Early inclusion of otherwise eligi-
ble employee failure. (a) In general. The 
failure of including an otherwise eligible 
employee in the plan who either (i) has 
not completed the plan’s minimum age 
or service requirements, or (ii) has com-
pleted the plan’s minimum age or service 
requirements but became a participant in 
the plan on a date earlier than the applica-
ble plan entry date, may be corrected by 
amending the plan retroactively to change 
the eligibility or entry date provisions to 
provide for the inclusion of the ineligible 
employee to reflect the plan’s actual oper-
ations. The amendment may change the 
eligibility or entry date provisions with 
respect to only those ineligible employees 
that were wrongly included, and only to 
those ineligible employees, provided (i) 
the amendment satisfies the requirements 
of section 6.07 of this revenue procedure 
at the time it is adopted, (ii) the amend-
ment would have satisfied the Qualifica-
tion Requirements of section 401(a) had 
the amendment been adopted at the ear-
lier time when it is effective, and (iii) the 
employees affected by the amendment are 
predominantly non-highly compensated 
employees. For a defined benefit plan, a 
contribution may have to be made to the 
plan for a correction that is accomplished 
through a plan amendment if the plan is 
subject to the requirements of section 
436(c) at the time of the amendment, as 
described in section 6.10(2)(a).

(b) Example. The following example 
illustrates the application of this section 
.13(3).

Example 32: Employer  R maintains a section 
401(k) plan applicable to all employees who have at 
least six months of service. The plan is a calendar 
year plan. The plan provides that Employer R will 
make matching contributions based upon an employ-
ee’s salary reduction contributions. In 2025, it is 
discovered that all four employees who were hired 
by Employer R in 2022 were permitted to make sal-
ary reduction contributions to the plan effective with 
the first weekly paycheck after they were employed. 
Three of the four employees are non-highly compen-
sated. Employer R matched these employees’ salary 
reduction contributions in accordance with the plan’s 
matching contribution formula. Employer  R calcu-
lates the ADP and ACP tests for 2022 (taking into 
account the salary reduction and matching contribu-
tions that were made for these employees) and deter-
mines that the tests were satisfied. 

Correction: Employer R corrects the failure by 
adopting a plan amendment, effective for employ-
ees hired on or after January 1, 2022, to provide that 
there is no service eligibility requirement under the 
plan.

.14 Earnings adjustment methods. (1) 
In general. (a) Under section 6.09 of this 
revenue procedure, whenever the appro-
priate correction method for a failure in 
a defined contribution plan includes a 
corrective contribution or allocation that 
increases one or more employees’ account 
balances (now or in the future), the contri-
bution or allocation is adjusted for Earn-
ings and forfeitures. This section .14 pro-
vides Earnings adjustment methods (but 
not forfeiture adjustment methods) that 
may be used by a Plan Sponsor to adjust 
a corrective contribution or allocation for 
Earnings in a defined contribution plan. 
Consequently, these Earnings adjustment 
methods may be used to determine the 
Earnings adjustments for corrective con-
tributions or allocations made under the 
correction methods in this Appendix. If 
an Earnings adjustment method in this 
section .14 is used to adjust a corrective 
contribution or allocation, that adjust-
ment is treated as satisfying the Earnings 
adjustment requirement of section 6.09(1) 
of this revenue procedure. Other Earnings 
adjustment methods, different from those 
illustrated in this section .14, may also be 
appropriate for adjusting corrective contri-
butions or allocations to reflect Earnings. 

(b) Under the Earnings adjustment 
methods of this section .14, a corrective 
contribution or allocation that increases an 
employee’s account balance is adjusted to 
reflect an “earnings amount” that is based 
on the Earnings rate(s) (determined under 
section .14(3)) for the period of the fail-
ure (determined under section .14(2)). The 
Earnings amount is allocated in accor-
dance with section .14(4). 

(c) The rule in section 6.03(2) of this 
revenue procedure permitting reasonable 
estimates in certain circumstances applies 
for purposes of this section .14. For this 
purpose, a determination of Earnings made 
in accordance with the rules of administra-
tive convenience set forth in this section 
.14 is treated as a precise determination of 
Earnings. Thus, if the probable difference 
between an approximate determination of 
Earnings and a determination of Earnings 
under this section .14 is insignificant and 
the administrative cost of a precise deter-
mination would significantly exceed the 
probable difference, reasonable estimates 
may be used in calculating the appropriate 
Earnings.

(d) This section .14 does not apply 
to corrective distributions or corrective 
reductions in account balances. Thus, for 
example, while this section .14 applies 
in increasing the account balance of an 
improperly excluded employee to correct 
the exclusion of the employee under the 
reallocation correction method described 
in section .05(1)(b)(ii), this section .14 
does not apply in reducing the account 
balances of other employees under the 
reallocation correction method. (See sec-
tion .05(1)(b)(iii) for rules that apply to 
the Earnings adjustments for such reduc-
tions.) In addition, this section .14 does 
not apply in determining Earnings adjust-
ments under the one-to-one correction 
method described in section .03(2).

(2) Period of the failure. (a) General 
rule. For purposes of this section .14, the 
“period of the failure” is the period from 
the date that the failure began through 
the date of correction. For example, in 
the case of an improper forfeiture of an 
employee’s account balance, the begin-
ning of the period of the failure is the 
date as of which the account balance was 
improperly reduced.

(b) Rules for beginning date for exclu-
sion of eligible employees from the plan. 
(i) General rule. In the case of an exclu-
sion of an eligible employee from a plan 
contribution, the beginning of the period 
of the failure is the date on which contribu-
tions of the same type (for example, elec-
tive deferrals, matching contributions, or 
discretionary nonelective employer con-
tributions) were made for other employees 
for the year of the failure. In the case of 
an exclusion of an eligible employee from 
an allocation of a forfeiture, the beginning 
of the period of the failure is the date on 
which forfeitures were allocated to other 
employees for the year of the failure.

(ii) Exclusion from a section 401(k) or 
(m) plan. For administrative convenience, 
for purposes of calculating the Earnings 
rate for corrective contributions for a 
plan year (or the portion of the plan year) 
during which an employee was improperly 
excluded from making periodic elective 
deferrals or after-tax employee contribu-
tions, or from receiving periodic match-
ing contributions, the Plan Sponsor may 
treat the date on which the contributions 
would have been made as the midpoint of 
the plan year (or the midpoint of the por-
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tion of the plan year) for which the failure 
occurred. Alternatively, in this case, the 
Plan Sponsor may treat the date on which 
the contributions would have been made 
as the first date of the plan year (or the 
portion of the plan year) during which an 
employee was excluded, provided that the 
Earnings rate used is one half of the Earn-
ings rate applicable under section .14(3) 
for the plan year (or the portion of the plan 
year) for which the failure occurred.

(3) Earnings rate. (a) In general. For 
purposes of this section .14, the Earnings 
rate generally is based on the investment 
results that would have applied to the cor-
rective contribution or allocation if the 
failure had not occurred.

(b) Multiple investment funds. If a plan 
permits employees to direct the invest-
ment of account balances into more than 
one investment fund, the Earnings rate 
is based on the rate applicable to the 
employee’s investment choices for the 
period of the failure. For administrative 
convenience, if most of the employees for 
whom the corrective contribution or allo-
cation is made are non-highly compen-
sated employees, the rate of return of the 
fund with the highest rate of return under 
the plan for the period of the failure may 
be used to determine the Earnings rate for 
all corrective contributions or allocations. 
If the employee had not made any applica-
ble investment choices, the Earnings rate 
may be based on the rate of return under 
the plan as a whole (that is, the average of 
the rates earned by all of the funds in the 
valuation periods during the period of the 
failure weighted by the portion of the plan 
assets invested in the various funds during 
the period of the failure).

(c) Other simplifying assumptions. For 
administrative convenience, the Earnings 
rate applicable to the corrective contribu-
tion or allocation for a valuation period 
with respect to any investment fund may 
be assumed to be the actual Earnings rate 
for the plan’s investments in that fund 
during that valuation period. For exam-
ple, the Earnings rate may be determined 
without regard to any special investment 
provisions that vary according to the size 
of the fund. Further, the Earnings rate 
applicable to the corrective contribution 
or allocation for a portion of a valua-
tion period may be a pro rata portion of 
the Earnings rate for the entire valuation 

period, unless the application of this rule 
would result in either a significant under-
statement or overstatement of the actual 
Earnings during that portion of the valu-
ation period.

(4) Allocation methods. (a) In general. 
For purposes of this section .14, the Earn-
ings amount generally may be allocated 
in accordance with any of the methods 
set forth in this section .14(4). The meth-
ods under section .14(4)(c), (d), and (e) 
are intended to be particularly helpful if 
corrective contributions are made at dates 
between the plan’s valuation dates.

(b) Plan allocation method. Under 
the plan allocation method, the Earnings 
amount is allocated to account balances 
under the plan in accordance with the 
plan’s method for allocating Earnings as 
if the failure had not occurred. (See Exam-
ple 33.)

(c) Specific employee allocation 
method. Under the specific employee 
allocation method, the entire Earnings 
amount is allocated solely to the account 
balance of the employee on whose behalf 
the corrective contribution or allocation 
is made (regardless of whether the plan’s 
allocation method would have allocated 
the Earnings solely to that employee). In 
determining the allocation of plan Earn-
ings for the valuation period during which 
the corrective contribution or allocation is 
made, the corrective contribution or allo-
cation (including the Earnings amount) is 
treated in the same manner as any other 
contribution under the plan on behalf of 
the employee during that valuation period. 
Alternatively, if the plan’s allocation 
method does not allocate plan Earnings for 
a valuation period to a contribution made 
during that valuation period, plan Earn-
ings for the valuation period during which 
the corrective contribution or allocation is 
made may be allocated as if that employ-
ee’s account balance had been increased 
as of the last day of the prior valuation 
period by the corrective contribution or 
allocation, including only that portion of 
the Earnings amount attributable to Earn-
ings through the last day of the prior valu-
ation period. The employee’s account bal-
ance is then further increased as of the last 
day of the valuation period during which 
the corrective contribution or allocation 
is made by that portion of the Earnings 
amount attributable to Earnings after the 

last day of the prior valuation period. (See 
Example 34.)

(d) Bifurcated allocation method. 
Under the bifurcated allocation method, 
the entire Earnings amount for the valu-
ation periods ending before the date the 
corrective contribution or allocation is 
made is allocated solely to the account 
balance of the employee on whose behalf 
the corrective contribution or allocation is 
made. The Earnings amount for the val-
uation period during which the correc-
tive contribution or allocation is made is 
allocated in accordance with the plan’s 
method for allocating other Earnings for 
that valuation period in accordance with 
section .14(4)(b). (See Example 35.)

(e) Current period allocation method. 
Under the current period allocation 
method, the portion of the Earnings 
amount attributable to the valuation period 
during which the period of the failure 
begins (“first partial valuation period”) is 
allocated in the same manner as Earnings 
for the valuation period during which the 
corrective contribution or allocation is 
made in accordance with section .14(4)
(b). The Earnings for the subsequent full 
valuation periods ending before the begin-
ning of the valuation period during which 
the corrective contribution or allocation is 
made are allocated solely to the employee 
for whom the required contribution should 
have been made. The Earnings amount 
for the valuation period during which the 
corrective contribution or allocation is 
made (“second partial valuation period”) 
is allocated in accordance with the plan’s 
method for allocating other Earnings for 
that valuation period in accordance with 
section .14(4)(b). (See Example 36.)

(5) Examples. The following examples 
illustrate the application of this section 
.14.

Example 33: Employer  S maintains a prof-
it-sharing plan that provides for only nonelective 
contributions. The plan has a single investment 
fund. Under the plan, assets are valued annually 
(the last day of the plan year) and Earnings for 
the year are allocated in proportion to account 
balances as of the last day of the prior year, after 
reduction for distributions during the current year 
but without regard to contributions received during 
the current year (the “prior year account bal-
ance”). Plan contributions for 2021 were made on 
March 31, 2022. On April 20, 2024, Employer S 
determines that an operational failure occurred 
for 2021 because Employee  X was improperly 
excluded from the plan. Employer  S decides to 
correct the failure by using the section .05(1)(a) 
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correction method for the exclusion of an eligible 
employee from nonelective contributions in a prof-
it-sharing plan. Under this method, Employer  S 
determines that this failure is corrected by making 
a contribution on behalf of Employee X of $5,000 
(adjusted for Earnings). The Earnings rate under 
the plan for 2022 was +20 percent. The Earnings 
rate under the plan for 2023 was +10 percent. On 
May 15, 2024, when Employer S determines that a 
contribution to correct for the failure will be made 

on June 1, 2024, a reasonable estimate of the Earn-
ings rate under the plan from January 1, 2024, to 
June 1, 2024, is +12 percent.

Earnings adjustment on the corrective con-
tribution: The $5,000 corrective contribution on 
behalf of Employee  X is adjusted to reflect an 
earnings amount based on the Earnings rates for 
the period of the failure (March  31,  2022, through 
June 1, 2024) and the earnings amount is allocated 
using the plan allocation method. Employer S deter-

mines that a pro rata simplifying assumption may be 
used to determine the Earnings rate for the period 
from March 31, 2022, through December 31, 2022, 
because that rate does not significantly understate or 
overstate the actual investment return for that period. 
Accordingly, Employer S determines that the Earn-
ings rate for that period is 15 percent (9/12ths of the 
plan’s 20-percent Earnings rate for the year). Thus, 
applicable Earnings rates under the plan during the 
period of the failure are:

Time Periods	 Earnings Rate
3/31/22 - 12/31/22 (First Partial Valuation Period) 	 +15%
1/1/23 - 12/31/23	 +10%
1/1/24 - 6/1/24 (Second Partial Valuation Period) 	 +12%

If the $5,000 corrective contribution had been 
contributed for Employee X on March 31, 2022, (1) 
Earnings for 2022 would have been increased by 
the amount of the Earnings on the additional $5,000 
contribution from March 31, 2022, through Decem-
ber 31, 2022, and would have been allocated as 2022 
Earnings in proportion to the prior year (Decem-
ber  31,  2021) account balances, (2) Employee  X’s 
account balance as of December 31, 2022, would have 
been increased by the additional $5,000 contribution, 
(3) Earnings for 2023 would have been increased by 
the 2023 Earnings on the additional $5,000 contri-
bution (including 2022 Earnings thereon) allocated 
in proportion to the prior year (December 31, 2022) 
account balances along with other 2023 Earnings, and 
(4) Earnings for 2024 would have been increased by 
the Earnings on the additional $5,000 (including 2022 
and 2023 Earnings thereon) from January 1 through 
June 1, 2024, and would be allocated in proportion to 

the prior year (December 31, 2023) account balances 
along with other 2024 Earnings. Accordingly, the 
$5,000 corrective contribution is adjusted to reflect an 
Earnings amount of $2,084 ($5,000 x [(1.15 x 1.10 x 
1.12)-1]) and the earnings amount is allocated to the 
account balances under the plan allocation method as 
follows:

(a) Each account balance that shared in the 
allocation of Earnings for 2022 is increased, as of 
December 31, 2022, by its appropriate share of the 
Earnings amount for 2022, $750 ($5,000 x 0.15).

(b) Employee X’s account balance is increased, 
as of December 31, 2022, by $5,000.

(c) The resulting December  31,  2022, account 
balances will share in the 2023 Earnings, includ-
ing the $575 for 2023 Earnings included in the 
corrective contribution ($5,750 x 0.10), to deter-
mine the account balances as of December 31, 
2023. However, each account balance other than 

Employee X’s account balance has already shared 
in the 2023 Earnings, excluding the $575. Accord-
ingly, Employee X’s account balance as of Decem-
ber 31, 2023, will include $500 of the 2023 portion 
of the earnings amount based on the $5,000 correc-
tive contribution allocated to Employee X’s account 
balance as of December 31,  2022 ($5,000 x 0.10). 
Then each account balance that originally shared in 
the allocation of Earnings for 2023 (that is, exclud-
ing the $5,500 additions to Employee  X’s account 
balance) is increased by its appropriate share of the 
remaining 2023 portion of the earnings amount, $75.

(d) The resulting December  31,  2023, account 
balances (including the $5,500 additions to 
Employee  X’s account balance) will share in the 
2024 portion of the earnings amount based on the 
estimated January  1,  2024, through June  1,  2024, 
Earnings included in the corrective contribution 
equal to $759 ($6,325 x 0.12). (See Table 1.)

TABLE 1 
CALCULATION AND ALLOCATION OF THE CORRECTIVE AMOUNT ADJUSTED FOR EARNINGS

Earnings Rate Amount Allocated to

Corrective Contribution $5,000 Employee X

First Partial Valuation Period Earnings 15% $7501 All 12/31/2021 Account Balances4

2023 Earnings 10% $5752 Employee X ($500)/ All 12/31/2022 Account Balances ($75)4

Second Partial Valuation Period Earnings 12% $7593 All 12/31/2023 Account Balances (including Employee X’s $5,500)4

Total Amount Contributed $7,084

1 $5,000 x 15% 
2 ($5,000 + $750) x 10% 
3 ($5,000 + $750 + $575) x 12% 
4 After reduction for distributions during the year for which Earnings are being determined but without regard to contributions received during the year for which 
Earnings are being determined.

Example 34: The facts are the same as in Exam-
ple 33.

Earnings adjustment on the corrective contribu-
tion: The earnings amount on the corrective contri-
bution is the same as in Example 33, but the earn-
ings amount is allocated using the specific employee 
allocation method. Thus, the entire earnings amount 

for all periods through June  1,  2024 (that is, $750 
for March  31,  2022, through December  31,  2022; 
$575 for 2023; and $759 for January  1,  2024, 
through June 1, 2024) is allocated to Employee X. 
Accordingly, Employer  S makes a contribution on 
June 1, 2024, to the plan of $7,084 ($5,000 x 1.15 
x 1.10 x 1.12). Employee X’s account balance as of 

December 31, 2024, is increased by $7,084. Alterna-
tively, Employee X’s account balance as of Decem-
ber 31, 2023, is increased by $6,325 ($5,000 x 1.15 
x 1.10), which shares in the allocation of Earnings 
for 2024, and Employee X’s account balance as of 
December  31,  2024, is increased by the remaining 
$759. (See Table 2.)
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TABLE 2 
CALCULATION AND ALLOCATION OF THE CORRECTIVE AMOUNT ADJUSTED FOR EARNINGS

Earnings Rate Amount Allocated to:

Corrective Contribution $5,000 Employee X

First Partial Valuation Period Earnings 15% $7501 Employee X

2023 Earnings 10% $5752 Employee X

Second Partial Valuation Period Earnings 12% $7593 Employee X

Total Amount Contributed $7,084

1 $5,000 x 15% 
2 ($5,000 +$750) x 10% 
3 ($5,000 +$750 + $575) x 12%

Example 35: The facts are the same as in Exam-
ple 33.

Earnings adjustment on the corrective con-
tribution: The earnings amount on the corrective 
contribution is the same as in Example 33, but the 
earnings amount is allocated using the bifurcated 
allocation method. Thus, the Earnings for the 

first partial valuation period (March  31,  2022, 
through December  31,  2022) and the Earnings 
for 2023 are allocated to Employee  X. Accord-
ingly, Employer  S makes a contribution on 
June  1,  2024, to the plan of $7,084 ($5,000 x 
1.15 x 1.10 x 1.12). Employee X’s account bal-
ance as of December  31,  2023, is increased by 

$6,325 ($5,000 x 1.15 x 1.10); and the Decem-
ber  31,  2023, account balances of employees 
(including Employee X’s increased account bal-
ance) will share in estimated January  1,  2024, 
through June 1, 2024, Earnings on the corrective 
contribution equal to $759 ($6,325 x 0.12). (See 
Table 3.)

TABLE 3 
CALCULATION AND ALLOCATION OF THE CORRECTIVE AMOUNT ADJUSTED FOR EARNINGS

Earnings Rate Amount Allocated to:

Corrective Contribution $5,000 Employee X

First Partial Valuation Period Earnings 15% $7501 Employee X

2023 Earnings 10% $5752 Employee X

Second Partial Valuation Period Earnings 12% $7593 12/31/23 Account Balances (including Employee X’s $6,325)4

Total Amount Contributed $7,084

1 $5,000 x 15% 
2 ($5,000 + $750) x 10% 
3 ($5,000 + $750 + $575) x 12% 
4 After reduction for distributions during the 2024 year but without regard to contributions received during the 2024 year.

Example 36: The facts are the same as in Exam-
ple 33.

Earnings adjustment on the corrective con-
tribution: The earnings amount on the corrective 
contribution is the same as in Example 33, but the 
earnings amount is allocated using the current period 
allocation method. Thus, the Earnings for the first 
partial valuation period (March  31,  2022, through 
December 31, 2022) are allocated as 2024 Earnings. 
Accordingly, Employer  S makes a contribution on 

June 1, 2024, to the plan of $7,084 ($5,000 x 1.15 
x 1.10 x 1.12). Employee  X’s account balance as 
of December  31,  2023, is increased by the sum of 
$5,500 ($5,000 x 1.10) and the remaining 2023 
Earnings on the corrective contribution equal to $75 
($5,000 x 0.15 x 0.10). Further, both (1) the esti-
mated March 31, 2022, through December 31, 2022, 
Earnings on the corrective contribution equal to 
$750 ($5,000 x 0.15) and (2) the estimated Janu-
ary 1, 2024, through June 1, 2024, Earnings on the 

corrective contribution equal to $759 ($6,325 x 0.12) 
are treated in the same manner as 2024 Earnings by 
allocating these amounts to the December 31, 2024, 
account balances of employees in proportion to 
account balances as of December 31, 2023 (includ-
ing Employee X’s increased account balance). (See 
Table 4.) Thus, Employee X is allocated the Earnings 
for the full valuation period during the period of the 
failure.
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TABLE 4 
CALCULATION AND ALLOCATION OF THE CORRECTIVE AMOUNT ADJUSTED FOR EARNINGS

Earnings Rate Amount Allocated to:

Corrective Contribution $5,000 Employee X

First Partial Valuation Period Earnings 15% $7501 12/31/23 Account Balances (including Employee X’s $5,575)4

2023 Earnings 10% $5752 Employee X

Second Partial Valuation Period Earnings 12% $7593 12/31/23 Account Balances (including Employee X’s $5,575)4

Total Amount Contributed $7,084

1 $5,000 x 15% 
2 ($5,000 +$750) x 10% 
3 ($5,000 +$750 +$575) x 12% 
4 After reduction for distributions during the year for which Earnings are being determined but without regard to contributions received during the year for which 
Earnings are being determined.
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Part IV
Announcement of 
Disciplinary Sanctions from 
the Office of Professional 
Responsibility

Announcement 2026-17

The Office of Professional Respon-
sibility (OPR) announces recent disci-
plinary sanctions imposed on attorneys, 
certified public accountants, enrolled 
agents, enrolled actuaries, enrolled retire-
ment plan agents, and appraisers. The 
OPR also announces when certain unen-
rolled, unlicensed tax return preparers 
(individuals who are not enrolled to prac-
tice before the Internal Revenue Service 
(IRS) and are not licensed as attorneys or 
certified public accountants) have been 
disciplined. Licensed or enrolled prac-
titioners are subject to the regulations 
governing practice before the IRS, which 
are set out in Title 31, Code of Federal 
Regulations (C.F.R.), Subtitle A, Part 
10, and which are released as Treasury 
Department Circular No. 230. The regula-
tions prescribe the duties and restrictions 
relating to such practice and prescribe 
the disciplinary sanctions for violating 
the regulations. Unenrolled/unlicensed 
return preparers who choose to partici-
pate in the IRS’s voluntary Annual Filing 
Season Program (AFSP) are subject to 
the guidance in Revenue Procedure 2014-
42, which governs a preparer’s eligibility 
to represent taxpayers before the IRS in 
examinations of tax returns the preparer 
both prepared for the taxpayer and signed 
as the preparer. Additionally, unenrolled/
unlicensed return preparers who partici-
pate in the AFSP agree to be subject to 
the duties and restrictions in Circular 230, 
including the restrictions on incompe-
tence or disreputable conduct. 

The disciplinary sanctions imposed for 
violation of the applicable standards are:

Disbarred from practice before the 
IRS—An individual who is disbarred 
is not eligible to practice before the IRS 
as defined at 31 C.F.R. (Circular 230) 
§  10.2(a)(4) for a minimum period of 5 
years and until reinstated to practice.

Suspended from practice before the 
IRS—An individual who is suspended 
is not eligible to practice before the IRS 
as defined at 31 C.F.R. (Circular 230) 
§ 10.2(a)(4) during the term of the suspen-
sion and until reinstated to practice.

Censured—Censure is a public repri-
mand. Unlike disbarment or suspension, 
censure does not affect an individual’s eli-
gibility to practice before the IRS, but the 
OPR may subject the individual’s future 
practice rights to conditions designed to 
promote high standards of conduct.

Payment of monetary penalty—A 
monetary penalty may be imposed on an 
individual who engages in conduct sub-
ject to sanction, or on an employer, firm, 
or other entity if the individual was acting 
on its behalf and it knew, or reasonably 
should have known, of the individual’s 
conduct.

Disqualification of appraiser—An 
appraiser who is disqualified is barred 
from presenting evidence or testimony in 
any administrative proceeding before the 
Department of the Treasury or the IRS. 
Additionally, any appraisal made by the 
disqualified appraiser after the effective 
date of disqualification will not have any 
probative effect in any administrative pro-
ceeding before the Treasury Department 
or the IRS.

Ineligible for limited practice—An 
unenrolled/unlicensed tax return preparer 
who participates in the AFSP and who fails 
to comply with Circular 230 as required 
by Revenue Procedure 2014-42 may have 
their AFSP credential revoked and may be 
determined ineligible to engage in future 
limited practice under the program as a 
representative of a taxpayer. 

Under the regulations, individuals 
subject to Circular 230 may not assist, or 
accept assistance from, suspended or dis-
barred individuals with respect to matters 
constituting practice (i.e., representation) 
before the IRS, and they may not aid or 
abet suspended or disbarred individuals to 
practice before the IRS.

Disciplinary sanctions announced 
below are described in these terms:

Disbarred by decision, Suspended by 
decision, Censured by decision, Mone-
tary penalty imposed by decision, and 

Disqualified by decision (including after 
a hearing)—An administrative law judge 
(ALJ), upon the OPR’s complaint alleg-
ing violation of the regulations, issued a 
decision imposing one of these sanctions 
after the ALJ either (1) granted the OPR’s 
motion for summary adjudication or (2) 
conducted an evidentiary hearing. After 
30 days from the issuance of the decision, 
in the absence of an appeal, the ALJ’s 
decision becomes the final agency deci-
sion.

Disbarred by default decision, Sus-
pended by default decision, Censured 
by default decision, Monetary pen-
alty imposed by default decision, and 
Disqualified by default decision—An 
ALJ, after finding that no answer to the 
OPR’s complaint was filed or timely filed, 
granted the OPR’s motion for a default 
judgment and issued a decision imposing 
one of these sanctions.

Disbarred by decision on appeal, 
Suspended by decision on appeal, Cen-
sured by decision on appeal, Mone-
tary penalty imposed by decision on 
appeal, and Disqualified by decision 
on appeal—The decision of the ALJ was 
appealed to the agency’s appellate author-
ity, acting as the delegate of the Secretary 
of the Treasury, and the appellate author-
ity issued a decision imposing one of these 
sanctions.

Disbarred by consent, Suspended by 
consent, Censured by consent, Mone-
tary penalty imposed by consent, and 
Disqualified by consent—In lieu of a 
disciplinary proceeding being instituted or 
continued, an individual offered their con-
sent to one of these sanctions (or a firm or 
other entity offered to consent to a mon-
etary penalty) and the OPR accepted the 
offer and the parties entered into a consent 
agreement. Typically, an offer of consent 
will provide for: suspension for an indef-
inite term; conditions that the individual 
must observe during the suspension; and 
the individual’s opportunity, after a stated 
number of months, to file with the OPR 
a petition for reinstatement affirming 
compliance with the terms of the consent 
agreement and affirming current fitness 
and eligibility to practice (i.e., an active 
professional license or active enrollment 
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status, with no intervening violations of 
the regulations).

Suspended indefinitely by decision 
in expedited proceeding, Suspended 
indefinitely by default decision in expe-
dited proceeding—The OPR instituted 
an expedited proceeding for suspension 
(based on certain limited grounds, includ-
ing loss of a professional license for cause, 
and criminal convictions) that resulted in 
suspension.

Determined ineligible for limited 
practice—There has been a final deter-
mination under Revenue Procedure 
2014-42 that an unenrolled/unlicensed 
tax return preparer is not eligible for con-
tinued limited representation of taxpay-
ers because the preparer violated stan-
dards of conduct prescribed in Circular 
230 or failed to comply with any of the 
requirements described in the revenue 
procedure.

A practitioner who has been disbarred 
or suspended under 31 C.F.R. Part 10’s 
(Circular 230’s) §  10.60 (“Initiation of 
proceeding” (before an ALJ)) or sus-
pended under §  10.82 (“Expedited sus-
pension”), or a disqualified appraiser may 

petition for reinstatement before the IRS 
after the expiration of 5 years following 
such disbarment, suspension, or disqual-
ification (or immediately following the 
expiration of the suspension or disqual-
ification period if shorter than 5 years). 
Reinstatement will not be granted unless 
the IRS is satisfied that the petitioner is 
not likely to engage thereafter in conduct 
contrary to Circular 230, and that granting 
such reinstatement would not be contrary 
to the public interest.

Reinstatement decisions are published 
at the individual’s request, and described 
in these terms:

Reinstated to practice before the 
IRS—The OPR granted the individual’s 
petition for reinstatement. The individual 
is eligible to practice before the IRS, or in 
the case of an appraiser, the individual is 
no longer disqualified.

Reinstated to engage in limited prac-
tice before the IRS—The OPR granted 
the individual’s petition for reinstatement. 
The individual is eligible to engage in lim-
ited practice before the IRS as an unen-
rolled/unlicensed return preparer through 
participation in the AFSP.

The OPR has authority to disclose 
the grounds for disciplinary sanctions in 
these situations: (1) an ALJ or the Sec-
retary’s delegate on appeal has issued a 
final decision imposing a sanction; (2) the 
individual has settled a disciplinary case 
by signing the OPR’s consent-to-sanction 
agreement admitting to one or more vio-
lations of the regulations and consenting 
to the disclosure of the admitted violations 
(for example, willful failure to file Federal 
income tax returns, lack of due diligence, 
conflict of interest, etc.); (3) the OPR has 
issued a decision in an expedited proceed-
ing for indefinite suspension; or (4) upon 
a final determination (including any deci-
sion on appeal) that an unenrolled/unli-
censed return preparer is no longer eligi-
ble to represent taxpayers before the IRS 
as an AFSP participant under Revenue 
Procedure 2014-42.

Announcements of disciplinary sanc-
tions appear in the Internal Revenue Bul-
letin at the earliest practicable date. The 
sanctions announced below are alphabet-
ized first by state and second by the last 
names of the sanctioned individuals (or 
firms).

City & State Name Professional
Designation

Disciplinary Sanction Effective Date(s)

Arkansas
  Yellville Rogers, Amanda A. Enrolled Agent Suspended by consent for  

admitted violations of  
31 C.F.R. § 10.51(a)(6)

Indefinite from  
July 13, 2026

California
  Buena Park Chung, Young B. Attorney Suspended by default decision  

in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from  
September 22, 2026

  Los Angeles Cohen-Roth, Elana Enrolled Agent Suspended by default decision  
in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from  
July 16, 2026

Florida
  Boca Raton Dorfman, Richard D. Attorney Suspended by default decision  

in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from  
September 22, 2026

  Dunedin Klein, Charles U. CPA Suspended by default decision  
in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from  
September 22, 2026

  Land O’Lakes Webber, Zane P. CPA Reinstated to practice  
before the IRS, effective  
July 16, 2026
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City & State Name Professional
Designation

Disciplinary Sanction Effective Date(s)

Georgia
  Marietta Burroughs,  

Stephen A.
Attorney Suspended by default decision  

in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from 
September 22, 2026

Hawaii
  Honolulu Castro (Mangubat), 

Tricia A.
CPA Suspended by consent for  

admitted violations of  
31 C.F.R. § 10.82(b)(2)

Indefinite from  
July 13, 2026

Idaho
  Ammon Tolson, Aaron J. Attorney Suspended by default decision  

in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from 
September 22, 2026

Iowa
  Waukee Cramer, Valerie A. Attorney Suspended by decision in 

expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from 
September 22, 2026

New Jersey
  Perrineville Schloss, Neil E. CPA Suspended by consent for  

admitted violations of  
31 C.F.R. § 10.51(a)(9)

Indefinite from 
September 9, 2026

Ohio
  Lakewood Montagner-Hull, 

Joanne M.
CPA Suspended by default decision  

in expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from  
August 25, 2026

Virginia
  Alexandria Williams, John E. Attorney Suspended by decision in 

expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from 
September 22, 2026

West Virginia
  Inwood Rembold, Stacy L. CPA Suspended by decision in 

expedited proceeding under  
31 C.F.R. § 10.82(b)

Indefinite from 
September 9, 2026
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Definition of Terms
Revenue rulings and revenue procedures 
(hereinafter referred to as “rulings”) that 
have an effect on previous rulings use the 
following defined terms to describe the 
effect:

Amplified describes a situation where 
no change is being made in a prior pub-
lished position, but the prior position is 
being extended to apply to a variation of 
the fact situation set forth therein. Thus, 
if an earlier ruling held that a principle 
applied to A, and the new ruling holds that 
the same principle also applies to B, the 
earlier ruling is amplified. (Compare with 
modified, below).

Clarified is used in those instances 
where the language in a prior ruling is 
being made clear because the language 
has caused, or may cause, some confu-
sion. It is not used where a position in a 
prior ruling is being changed.

Distinguished describes a situation 
where a ruling mentions a previously pub-
lished ruling and points out an essential 
difference between them.

Modified is used where the substance 
of a previously published position is being 
changed. Thus, if a prior ruling held that a 
principle applied to A but not to B, and the 

new ruling holds that it applies to both A 
and B, the prior ruling is modified because 
it corrects a published position. (Compare 
with amplified and clarified, above).

Obsoleted describes a previously pub-
lished ruling that is not considered deter-
minative with respect to future transactions. 
This term is most commonly used in a ruling 
that lists previously published rulings that 
are obsoleted because of changes in laws or 
regulations. A ruling may also be obsoleted 
because the substance has been included in 
regulations subsequently adopted.

Revoked describes situations where the 
position in the previously published ruling 
is not correct and the correct position is 
being stated in a new ruling.

Superseded describes a situation where 
the new ruling does nothing more than 
restate the substance and situation of a 
previously published ruling (or rulings). 
Thus, the term is used to republish under 
the 1986 Code and regulations the same 
position published under the 1939 Code 
and regulations. The term is also used 
when it is desired to republish in a single 
ruling a series of situations, names, etc., 
that were previously published over a 
period of time in separate rulings. If the 

new ruling does more than restate the sub-
stance of a prior ruling, a combination of 
terms is used. For example, modified and 
superseded describes a situation where the 
substance of a previously published ruling 
is being changed in part and is continued 
without change in part and it is desired to 
restate the valid portion of the previously 
published ruling in a new ruling that is 
self contained. In this case, the previously 
published ruling is first modified and then, 
as modified, is superseded.

Supplemented is used in situations in 
which a list, such as a list of the names of 
countries, is published in a ruling and that 
list is expanded by adding further names 
in subsequent rulings. After the original 
ruling has been supplemented several 
times, a new ruling may be published that 
includes the list in the original ruling and 
the additions, and supersedes all prior rul-
ings in the series.

Suspended is used in rare situations 
to show that the previous published rul-
ings will not be applied pending some 
future action such as the issuance of new 
or amended regulations, the outcome of 
cases in litigation, or the outcome of a 
Service study.

Abbreviations
The following abbreviations in current 
use and formerly used will appear in 
material published in the Bulletin.

A—Individual.
Acq.—Acquiescence.
B—Individual.
BE—Beneficiary.
BK—Bank.
B.T.A.—Board of Tax Appeals.
C—Individual.
C.B.—Cumulative Bulletin.
CFR—Code of Federal Regulations.
CI—City.
COOP—Cooperative.
Ct.D.—Court Decision.
CY—County.
D—Decedent.
DC—Dummy Corporation.
DE—Donee.
Del. Order—Delegation Order.
DISC—Domestic International Sales Corporation.
DR—Donor.
E—Estate.
EE—Employee.
E.O.—Executive Order.
ER—Employer.

ERISA—Employee Retirement Income Security Act.
EX—Executor.
F—Fiduciary.
FC—Foreign Country.
FICA—Federal Insurance Contributions Act.
FISC—Foreign International Sales Company.
FPH—Foreign Personal Holding Company.
F.R.—Federal Register.
FUTA—Federal Unemployment Tax Act.
FX—Foreign corporation.
G.C.M.—Chief Counsel’s Memorandum.
GE—Grantee.
GP—General Partner.
GR—Grantor.
IC—Insurance Company.
I.R.B.—Internal Revenue Bulletin.
LE—Lessee.
LP—Limited Partner.
LR—Lessor.
M—Minor.
Nonacq.—Nonacquiescence.
O—Organization.
P—Parent Corporation.
PHC—Personal Holding Company.
PO—Possession of the U.S.
PR—Partner.
PRS—Partnership.

PTE—Prohibited Transaction Exemption.
Pub. L.—Public Law.
REIT—Real Estate Investment Trust.
Rev. Proc.—Revenue Procedure.
Rev. Rul.—Revenue Ruling.
S—Subsidiary.
S.P.R.—Statement of Procedural Rules.
Stat.—Statutes at Large.
T—Target Corporation.
T.C.—Tax Court.
T.D.—Treasury Decision.
TFE—Transferee.
TFR—Transferor.
T.I.R.—Technical Information Release.
TP—Taxpayer.
TR—Trust.
TT—Trustee.
U.S.C.—United States Code.
X—Corporation.
Y—Corporation.
Z—Corporation.
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