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The Internal Revenue Service (IRS) recently updated its plan sponsor error correction program, Employee Plans Compliance Resolution System 
(EPCRS), in Revenue Procedure 2021-30. The purpose of EPCRS is to encourage compliance using any of three programs that enable a plan sponsor 
to correct certain plan defects if there are no statutory or regulatory correction available: 
 

• Self-Correction Program (SCP) – May be used if the plan has established practices and procedures to correct insignificant and certain significant 
operational failures without a filing with the IRS or paying an IRS user fee. A significant failure can be corrected if the plan has a determination 
letter for an individually designed plan document or an advisory/opinion letter for a pre-approved plan document. The plan sponsor self-corrects 
and documents the corrective action.  
 

• Voluntary Correction Program (VCP) – May be used to correct plan document, operational, demographic, and employer eligibility failures. The 
plan sponsor must file a submission with the IRS using model forms and pay an IRS user fee. The IRS will review the submission and either 
approve or reject it.  

 

• Audit Closing Agreement Program – Used when a plan is under an IRS audit. The IRS may allow the plan sponsor make corrections for 
insignificant failures, but will impose sanctions that are more costly than if under SCP or VCP.  
 

The changes affected both defined contribution and pension plans and the key changes are identified in the table. The changes are effective on July 16, 
2021 unless otherwise indicated.  
 

  

Program Provision Prior Version Updated Version 

SCP Period to correct significant** operational 
failures   

The failure must be discovered and 
corrected within two years following the 
year that the failure occurred 
 
 

The IRS added a third year to give plan 
sponsors more time to correct the failure  
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SCP Safe harbor correction for the exclusion of 
eligible employees from making elective 
deferral contributions (401(k) and 403(b) 
plans). In general, corrections are available 
for eligible employees who were excluded 
and deferral contributions were started: 
1. Within three months after the failure, 
2. Safe harbor correction for automatic 

contribution features - The earlier of: 

• within 9 ½ months after the end of 
the plan year in which the failure 
first occurred; or 

• within one month after the 
employee notified the employer of 
the failure  

 
Note: The correction for this category is only 
available to plans that offer an automatic 
enrollment feature and/or automatic contribution 
increase. 

 
3. More than three months but within 

two plan years following the plan year 
that the failure occurred, 

4. More than two plan years following 
the plan year that the failure occurred. 

 
The corrections for a plan sponsor ranges 
from not having to make a qualified 
nonelective contribution (QNEC) for any 
missed deferral contribution opportunities 
in certain situations in 1 and 2, to being 
required to make QNECs for certain 
situations in 3 and 4.   
 

The safe harbor correction for 401(k) and 
403(b) plans with automatic contribution 
features expired on December 31, 2020.  
The other correction options were not 
affected by the  December 31, 2020 
expiration date.  

The safe harbor correction for 401(k) and 
403(b) plans with automatic contribution 
features was effective on January 1, 2021 
and will expire on December 31, 2023. In 
addition, the more than two plan years 
following the plan year that the failure 
occurred requirement for a significant 
failure has been extended to three plan 
years. 
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SCP Retroactive amendment to correct 
certain operational failures 

 

A plan may be amended retroactively to correct 
certain failures if the: 
1. Plan amendment would result in an increase 

of a benefit, right or feature; 
2. Increase in the benefit, right, or feature 

applies to all employees eligible to 
participate in the plan; and the 

3. Increase in the benefit, right, or feature to 
participants is permitted under the Internal 
Revenue Code and satisfies the correction 
principles of EPCRS and any other applicable 
EPCRS requirements. 

 

EPCRS eliminated the second requirement 
that the amendment “increase in the 
benefit, right, or feature applies to all 
employees eligible to participate in the 
plan.”  

VCP Anonymous VCP submissions A plan sponsor can hire a firm to submit a VCP to 
the IRS on an anonymous basis.  The IRS would 
review it to determine if they would approve or 
reject the proposed correction. A plan sponsor 
could then determine if they wanted to pursue 
the VCP with the IRS. 

The IRS will no longer accept anonymous 
VCP submissions. The IRS is implementing 
a VCP pre-submission conference call 
option effective January 1, 2022. 
Conferences may be requested only: 
1. For matters that an IRS compliance 

statement may be issued,  
2. To request correction methods that 

are not described as safe harbor 
correction methods in EPCRS, and  

3. If the plan sponsor is eligible and 
intends to submit an application under 
VCP.  

The IRS opinion expressed on the call is 
non-binding. 
 

SCP and 
VCP 

Overpayments and excess amounts 
in defined contribution plans 

A plan sponsor was not required to seek 
recoupment of any overpayment or excess 
amount that was $100 or less.   

The $100 limit was increased to $250. In 
addition, plan sponsors may allow 
participants to make repayments of any 
overpayments or excess amounts over 
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$250 in a single sum or in installments 
pursuant to an agreement. If the excess 
amount exceeds a statutory limit, the 
participant or beneficiary must be notified 
that the excess amount and any 
investment gains, cannot be rolled over.  
 

SCP and 
VCP  

Overpayments amounts in defined 
benefit plans 

A plan sponsor was not required to seek 
recoupment of any overpayment amount that 
was $100 or less. 

The $100 limit was increased to $250. In 
addition, plan sponsors may allow 
participants to make repayments of any 
overpayments over $250 in a single sum, 
in installments pursuant to an agreement 
or by adjusting future payments. Two new 
correction methods are available for 
overpayments in defined benefit plans: 

• Funding exception correction method 
– If the plan’s adjusted funding target 
attainment percentage is at least 
100% then a corrective payment to 
the plan is not required. However, the 
plan must reduce future benefit 
payments so that the correct amount 
is paid prospectively. 
 

• Contribution credit correction method 
– A single employer defined benefit 
plan may reduce a participant’s 
overpayments by: 

o The cumulative increase in the 
minimum funding 
requirements attributable to 
the overpayment; and 

o Certain additional 
contributions in excess of 
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minimum funding 
requirements paid to the plan 
after the first one of the 
overpayments was made. 
Future benefit payments to a 
participant who received an 
overpayment must be reduced 
to correct the benefit payment 
amount. 

 

 

 

 

 

 

 

**  EPCRS identifies a “significant operational failure” as one that is not insignificant. The factors to determine if there is an insignificant failure, include but are not limited to:   

(1) “whether other failures occurred during the period being examined (for this purpose, a failure is not considered to have occurred more than once merely because more than one 
participant is affected by the failure); 

(2) the percentage of plan assets and contributions involved in the failure;  

(3) the number of years the failure occurred;  

(4) the number of participants affected relative to the total number of participants in the plan;  

(5) the number of participants affected as a result of the failure relative to the number of participants who could have been affected by the failure;  

(6) whether correction was made within a reasonable time after discovery of the failure; and 

(7) 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 (2), (4), and (5) should not be interpreted to exclude small businesses.” 
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