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AN ALERT FROM THE BDO COMPENSATION & BENEFITS TAX PRACTICE

BDO KNOWS:

COMPENSATION & BENEFITS

»SUBJECT

IRS RANDOM SAMPLING OF
401(K) PLANS

»DETAILS

The Internal Revenue Service has announced that its Employee Plans
Compliance Unit (“EPCU”) will be mailing out a letter and instructions to a
random sample of 1,200 employers that sponsor 401(k) plans asking them to
complete a “401(k) Compliance Check Questionnaire.”

»BACKGROUND

The Service is well aware that 401(k) plans have far surpassed defined benefit
plans as the preferred retirement vehicle for the majority of employers. A
recent IRS Employee Plans Examination Study of 79 market segments indicates
that 401(k) plans are by far the most non-compliant type of retirement plan.
Inasmuch as these plans comprise more than 60% of all retirement plans, the
Service believes that it is important to the future of the private retirement
system that 401(k) plans maintain the highest level of compliance possible.

» SUMMARY

Through a secure Web site, the EPCU will collect responses on:
demographics,

participation,

employer and employee contributions,

top-heavy and nondiscrimination testing,

distributions and plan loans,
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other plan operations,

automatic contribution arrangements,

designated Roth features,

IRS voluntary compliance and correction programs, and
plan administration.

The Service says that the information gathered will provide comprehensive information on 401(k) plans, and will help
EPCU maximize resources for education, outreach, guidance, and enforcement efforts while minimizing the burden to
compliant plan sponsors.

All plan sponsors will complete the same questionnaire but there are some questions that only pertain to plans with
certain features. Employers that fail to respond to the questionnaire or provide complete information will result in
further action or examination of their plan, the Service cautioned.

A team from all different areas of the Employee Plans office of the Tax Exempt and Government Entities Division of the
Service worked to create the questionnaire. The employers selected to participate were taken from a random sample of
401(k) plan sponsors that filed a Form 5500, Annual Return/Report of Employee Benefit Plan, for the 2007 plan year.

The Tax Practice at BDO is among the largest tax advisory practices in the United States. With 37 offices and more than 400 independent
alliance firm locations in the United States, BDO has the bench strength and coverage to serve you.

BDO is the brand name for BDO Seidman, LLP, a U.S. professional services firm providing assurance, tax, financial advisory and consulting
services to a wide range of publicly traded and privately held companies. For 100 years, BDO has provided quality service through the active
involvement of experienced and committed professionals. As an independent Member Firm of BDO International Limited, BDO serves
multinational clients through a global network of 1,138 offices in 115 countries.

BDO Seidman, LLP, a New York limited liability partnership, is the U.S. member of BDO International

To ensure compliance with Treasury Department regulations, we wish to inform you that any tax advice that may be contained in this
communication (including any attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax-
related penalties under the Internal Revenue Code or applicable state or local tax law provisions or (ii) promoting, marketing or
recommending to another party any tax-related matters addressed herein.

Material discussed in this tax alert is meant to provide general information and should not be acted on without professional advice tailored
to your firm's individual needs.
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