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Retirement Plan Solutions

The 2017 Disaster Tax Relief Law
Help for victims of recent natural disasters

A recently enacted law provides potential relief for U.S. 

residents who have suffered from the ravages of Hurricanes 

Harvey, Irma, and Maria. Signed by President Trump on 

September 29, the Disaster Tax Relief and Airport and 

Airway Extension Act of 2017 includes measures designed 

to allow increased access to retirement accounts and 

potential tax relief for related withdrawals. Plan sponsors 

in affected areas should familiarize themselves with the 

general outlines of the new law.

Existing rules on plan distributions 

and loans

Generally, withdrawals from retirement plan accounts are 

taxable at ordinary income rates, and those who make 

early withdrawals (prior to age 59½) are subject to an 

additional 10% penalty. Loans from qualified employer 

retirement plans to participants or beneficiaries are 

treated as taxable distributions unless the loan is no more 

than the lesser of a) $50,000 or b) half the value of the 

employee’s vested benefit (but no less than $10,000). 

Additionally, the loan must be repaid within five years, 

unless it is used to acquire a principal residence. 

Special rules for “qualified hurricane 

distributions”

For qualified hurricane distributions of up to $100,000, 

the new law allows plans to provide the following benefits: 

• Exemption from the 10% early withdrawal penalty 

that generally applies to distributions taken before 

age 59½

• Exemption from the 20% withholding tax that 

generally applies to eligible rollover distributions

• No inclusion in taxable income for qualified 

distributions repaid at any time within three years 

of distribution 

• The option to spread any income inclusion from a 

qualified distribution over a three-year period

Qualified hurricane distributions must be made on or 

after a storm-specific date and before January 1, 2019, 

to qualifying individuals whose principal abode is in 

one of the three designated storm areas and who 

have sustained an “economic loss” related to the 

relevant storm.

Special rules for plan loans 

For qualified individuals affected by the hurricanes, 

the new law allows plans to provide the following:  

• An increase in the maximum loan limit to the 

lesser of $100,000 or 100% of the vested 

account balance

• Longer repayment terms for qualifying loans by 

delaying the due date of the first repayment 

by one year and adjusting the due dates of 

subsequent repayments accordingly

Relief for cancelled home purchases

The new law also allows qualified individuals to 

recontribute retirement plan withdrawals for home 

purchases or construction if they were received between 

February 28 and September 21, 2017, and the purchase/

construction was canceled on account of Hurricanes 

Harvey, Irma, or Maria. Repayments must be made 

between August 23, 2017, and February 28, 2018. 

Plan amendments

Generally, any plan amendments required to provide relief 

under the act must be adopted by the last day of the plan 

year beginning on or after January 1, 2019.

Contact your SunTrust Relationship Manager for 

additional information about disaster-related relief. ■
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Didn’t Get What You Wanted This Holiday Season?
We have a gift for you!

Even though the gift-giving season has come and gone, 

we still have one more present on the way: new websites 

that will make the online experience more enjoyable and 

productive for you and your participants!

Benefits to plan sponsors

• An interactive dashboard with meaningful 

plan data

• Easy-to-read charts and graphs on vital statistics, 

such as participation and contribution rates 

• More opportunities to automate plan 

administration 

• Enhanced reporting options

Benefits to participants

• A more holistic picture of their savings, including 

projected monthly income in retirement 

• Comparison to others in their peer group

• Progress on savings goals through a Lifetime 

Income Score 

The new experience is scheduled to go live in March 2018. 

A mobile app will be available in Q2. The upgrades will 

be communicated to participants through bulletins on 

PlanLink® and during education meetings.

Your SunTrust Relationship Manager will be in touch with 

more details.

In the meantime: Check out our new online retirement 

toolbox at suntrust.com/pathtoconfidence. ■
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Plan Design Impacts Retirement Outcomes
How changes to a plan’s design can help workers build a secure financial future

Plan sponsors need to know how well their plans are 

helping their participants prepare for retirement. A 

recent research report* from the Defined Contribution 

Institutional Investment Association (DCIIA) examines 

various strengths and weaknesses of 401(k) plans and 

makes a number of specific suggestions to help plan 

participants boost their retirement savings. 

The project’s findings

The research reached four main conclusions:

Automatic plan features work: Middle-income workers 

who spend their careers in plans with both auto enrollment 

and escalation will experience far better outcomes than 

workers in plans that lack these features. Such workers 

would have accumulated an estimated 6.66 times their 

final earnings by retirement — a 33% increase over the 

5.02 multiple projected for those workers who have worked 

exclusively at companies without these auto features.

Limiting asset leakage works: Limiting plan loans, 

hardship withdrawals, and cash-outs could increase 

projected retirement assets and income by as much as 

nearly 10%.

The current system can do better: The tools already 

exist to drive improved retirement outcomes, and a 

wider adoption of these tools could make a significant 

difference for today’s workers.

Older workers are vulnerable: Older workers who 

have not spent their entire careers in the DC system 

cannot expect to have high savings levels. 

The project’s recommendations

The DCIIA researchers identified the following best 

practices that could help drive better retirement outcomes. 

Leverage auto features

Retooling a plan’s auto features can help bring participants 

closer to having adequate income for retirement. 

Suggestions include:  

• Implementing auto enrollment, with a default of 

at least 6% of earnings;

• Implementing auto escalation to increase the 

contribution by at least 1% annually;

• Permitting the auto escalation contribution cap 

to scale to at least 10% of earnings; and

• Conducting an auto enrollment sweep of all 

employees periodically.

Minimize asset leakage

Asset leakage can impact retirement outcomes. The 

report suggests that plans:   

• Examine current plan design. Consider allowing 

participants to retain savings in the plan or 

enabling participants to convert their savings to 

guaranteed income at retirement.

• Consider giving participants access to fiduciary 

advice that explains options other than cashing 

out plan assets at retirement or termination.

• Encourage employees to use payroll deduction to 

fund emergency or savings accounts so that they do 

not have to seek a distribution from their retirement 

account during periods of financial stress.

• Work with service providers to facilitate employee 

roll-ins and rollovers for new and departing 

employees. 

• Use educational materials to explain the negative 

impact that a loan from the plan will have on 

long-term savings potential.

• Change the plan’s design to minimize the number 

of loans each participant may take. 

Eliminate barriers to retirement savings

Offer employees options that help them navigate many of 

the financial issues that create stress and impede efforts 

to save for retirement. 
continued on page 4
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2018 Plan Contribution Limits 
The IRS has released 2018 cost-of-living adjustments 

(COLAs) for various retirement plan limitations. 

Changes include the following:

• Annual limit for employee elective deferrals to 

401(k), 403(b), most 457 plans, and the federal 

government’s Thrift Savings Plan increased from 

$18,000 to $18,500

• Annual additions limit for defined contribution 

plans increased from $54,000 to $55,000

• Annual benefit limit under a defined benefit 

plan increased from $215,000 to $220,000

• Annual compensation limit used to determine 

qualified plan benefits or contributions increased 

from $270,000 to $275,000

The following limitations remain unchanged:

• Catch-up contributions to 401(k), 403(b), and 

most 457 plans: $6,000

• SIMPLE plan deferrals: $12,500

• SIMPLE plan catch-up contributions: $3,000

• IRA contributions: $5,500

• IRA catch-up contributions: $1,000

• Compensation limit used in determining whether 

officers are key employees for top-heavy plan 

purposes: $175,000

• Dollar limit used for the definition of highly 

compensated employee: $120,000

Plans should: 

• Ensure that educational content is delivered to 

employees who need it and is timed to coincide 

with critical decision-making points in their lives.

• Survey employees to determine which financial 

issues are most important to them.

• Consider plan demographics when targeting 

educational materials. For example, millennial 

employees may be particularly interested in 

information about student loan repayment options.

• Offer financial wellness programs (group, Web-based, 

or one on one) that address employee needs by 

both age and demographic. 

Plan design is a dynamic process that requires plan 

sponsors to constantly evaluate what works and what 

does not work.

SunTrust is committed to helping employers structure and 

deliver effective 401(k) plan solutions to their employees. 

Contact your SunTrust Relationship Manager to discuss 

additional ways to structure the plan to help employees 

build a secure financial future. ■

* Design Matters — The Influence of DC Plan Design on Retirement Outcomes, 

The Defined Contribution Institutional Investment Association (DCIIA) Retirement 

Research Board, July 2017
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