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Rev. Rul. 2017-05: Covered compensation tables for 2017
plan year

The IRS today released an advance version of Rev. Rul. 2017-05 to provide the
“covered compensation” tables for determining the permitted disparity in employer-
provided contributions or benefits for the 2017 plan year.

For purposes of determining covered compensation for the 2017 plan year, the
taxable wage base is $127,200.

Background

Permitted disparity allows an employer to provide an additional benefit (either
contribution or accrual) for employees whose compensation is above a certain limit,
which is often the social security wage base. A qualified plan may be integrated with
the social security limit to provide a more uniform benefit when taking into account that
social security provides a benefit targeted at lower paid employees. “Permitted
disparity” limits the differences that can be provided between lower and higher paid
employees.

“Covered compensation” for an employee is defined by Reg. section 1.401(1)-1(c)(7)
as the average of the taxable wage bases in effect for each calendar year during the
35-year period ending with the last day of the calendar year in which the employee
attains social security retirement age. For purposes of determining the amount of an
employee's covered compensation, a plan may use IRS-provided tables that are
developed by rounding the actual amounts of covered compensation for different
years of birth.

Rev. Rul. 2017-05

The tables contained in Rev. Rul. 2017-05 [PDF 40 KB] are used for determining
benefits for defined benefit plans that use “permitted disparity” in employer-provided
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contributions or benefits (as allowed under section 401(l)). Today’s revenue ruling
thus provides two tables—an actual table and a rounded table that aggregates
different years of birth.

For more information, contact a tax professional with KPMG’s Washington National
Tax:

Karen Field | +1 (202) 533-4234 | kfield@kpmg.com

Terri Stecher | +1 (202) 533-4830 | tstecher@kpmg.com

The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters"
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued
for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed therein, and is
not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide accurate and timely
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be
accurate in the future. Applicability of the information to specific situations should be determined through consultation with your
tax adviser.
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