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IRS Issues Proposed Regulations for Retirement Plan 
Forfeitures

• REG-122286-18, 2/24/23

• Forfeitures occur when an employee 
leaves before rights in plan fully vest

• Proposed regulations affect use of 
forfeitures in both defined benefit and 
defined contribution plans

• Adds a 1-year rule for the use of such 
forfeitures in a defined contribution 
plan
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https://www.govinfo.gov/content/pkg/FR-2023-02-27/pdf/2023-03778
.pdf 
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IRS Issues Proposed Regulations for Retirement Plan 
Forfeitures

• Defined benefit plan (Proposed Reg. 1.401-7(a)):

• Plan must expressly provide that forfeitures may not be applied to increase 
the benefits any employee would otherwise receive under the plan at any 
time prior to the termination of the plan or the complete discontinuance of 
employer contributions thereunder.

• The effect of forfeitures may be anticipated in determining the costs under 
the plan.

• See sections 430(h)(1), 431(c)(3), and 433(c)(3), as applicable, regarding the 
use of reasonable actuarial assumptions in determining the amount of 
contributions required to be made under a plan to which one of those 
sections applies.
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IRS Issues Proposed Regulations for Retirement Plan 
Forfeitures

A 2010 Newsletter of the Employee Plans office of the IRS’s Tax Exempt and 
Government Entities Division (Retirement News for Employers, Vol. 7, Spring 2010) (the 
2010 Newsletter) noted that some defined contribution plan administrators place 
forfeited amounts into a plan suspense account, allowing them to accumulate over 
several years, but that the Code does not allow this practice. It advised that a plan 
document should have provisions detailing how and when a plan will use or allocate 
plan forfeitures, and it described deadlines for the use or allocation of forfeitures.
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IRS Issues Proposed Regulations for Retirement Plan 
Forfeitures

• Defined contribution plans (Proposed Reg. 1.401-7(b))

• Forfeitures can be used:

• To pay plan administrative expenses;

• To reduce employer contributions under the plan; or

• To increase benefits in other participants’ accounts in accordance with 
plan terms

• Forfeitures will be used no later than 12 months following the close of the 
plan year in which the forfeitures were incurred under plan terms.

• While plan doesn’t have to allow all three uses, preamble warns about 
operational failure if can’t use up all forfeitures in 12 months
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IRS Issues Proposed Regulations for Retirement Plan 
Forfeitures

• Defined contribution plans (Proposed Reg. 1.401-7(b))

• Proposed transition rule: forfeitures incurred during any plan year that 
begins before January 1, 2024, will be treated as having been incurred in the 
first plan year that begins on or after January 1, 2024.

• Proposed to apply for plan years beginning on or after January 1, 2024.

• The deadline for the use of defined contribution plan forfeitures incurred in a 
plan year beginning during 2024 would be 12 months after the end of that 
plan year.

• Taxpayers may rely on these proposed regulations for periods preceding the 
applicability date.
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OIRA Announces Completion of Cryptocurrency 
Reporting Regulation Review

• OIRA Conclusion of EO 12866 Regulatory Review, RIN: 
1545-BP71, 2/23/23

• Infrastructure Investment and Jobs Act enacted in 
November 2021 mandates reporting by 
crypto-brokers

• In December IRS announced rules would not begin on 
1/1/23 as the law provided until final regulations are 
issued

• OIRA has finished their review of the proposed 
regulations, so they should be issued shortly by the 
IRS
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https://www.reginfo.gov/public/do/eoDetails?rrid=290861 
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OIRA Announces Completion of Cryptocurrency 
Reporting Regulation Review
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https://www.reginfo.gov/public/do/eoDetails?rrid=290861 
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IRS Again Extends Due Dates for Certain Returns in 
California, Alabama and Georgia

• “IRS: May 15 tax deadline extended to Oct. 16 for disaster 
area taxpayers in California, Alabama and Georgia,” 
IR-2023-33, 2/24/23

• Filing deadlines originally postponed until May 15 are 
now pushed back to October 16

• The IRS is offering relief to any area designated by the 
Federal Emergency Management Agency (FEMA) in these 
three states.

• There are four different eligible FEMA declarations, and 
the start dates and other details vary for each of these 
disasters.
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https://www.irs.gov/newsroom/irs-may-15-tax-deadline-extended-to-
oct-16-for-disaster-area-taxpayers-in-california-alabama-and-georgia 
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IRS Again Extends Due Dates for Certain Returns in 
California, Alabama and Georgia
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IRS Issues Final Electronic Filing Returns, Expands 
Required Electronic Filing

• TD 9972, 2/21/23, “IRS and Treasury issue 
final regulations on e-file for businesses,”  
IR-2023-31, 2/21/23

• Final regulations will generally apply 
to returns required to be filed in 2024

• Will greatly reduce the levels at which 
business and information returns 
must be electronically filed
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https://www.irs.gov/newsroom/irs-and-treasury-issue-final-regulatio
ns-on-e-file-for-businesses

https://www.govinfo.gov/content/pkg/FR-2023-02-23/pdf/2023-03710
.pdf
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