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DEPARTMENT OF LABCR ANNOUNCZS ENFORCEMENT POLICY ON PARTICIPANT
CONTRIBUTIONS TO CAFETERIA FLANS AND CONSIDERATION OF A
REGULATORY EXEMPTICN

The Department of Labor's Pensicn and Welfare Benefits Administra-
tion today announced its enfcrcement policy with respect to the
application of its recently published plan assets-participant
contribution reguliation under the Employee Retirement Income
Security Act (ERISA) o cafeteria plans described in section 125
of the Internal Revenue Code.

Pursuant to the regulation (52 FR 17627, May .7, 1988}, amounts
that a participant pays to or Las withheld by an employer for
contribution to a plan (incluéing elective contributions) are plan
assets which must be heid in *rust. The eiffective date of the
regulation is Augus:z 15, 198E.

Since the publication c¢f <whe Zinal rule, the Department has
received a number c¢f incuiries Zrom interested persons regarcing
the impact of the regulatior on cafeteria plans. In this regard,
the Department reccgnizes that the application of the regulatior
to cafeteria plans may raise parzicular problems for plan sponsors
and fiduciaries seeking to comply.

The announced enforcement pclicy s:tates that the Department will
not assert a violatien in any enforcement croceeding solely
because o0f the failure +%c¢ holé participant contributions to
cafeteria plans in <rust. The policy will be effective pendinc
consideration by the Derartment of reculatery exemptive relief
from the trust regquiremenz fcr certain welfare plan arrangements.

In conjunction with the enfcrcement pclicy, the Department alsc
has announced its willingness o consider applications for a

regulatory exemption from ERISA's zrust requirements for those

.ot



welfare plan arrangements with respect to which it can be demon-
strated that the establishment of a trust would severely impede
their operation and where it can be also demonstrated that the
exemption would be protective of the interests of participants and

beneficiaries.

Interested parties are invited to submit exemption applications,
including information concerning the appropriateness of providing
exemptive relief retroactive to the effective date of the regula-
tion, to the following address by September 30, 1988:

Office of Regulations and Interpretations
Pension and Welfare Benefits Administration
Room N-5671, U.S. Department of Labor
Washington, D.C. 20210
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