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Farmer & Betts Newsletter – Fall 2020
Farmer & Betts is a fee-based, third-party 
pension administration firm.  We specialize  
in quality plan administration with local 
service at a reasonable cost.  We do not 
provide investment or insurance services.

Our company consistently focuses on the 
quality and value of our service, and we 
are grateful for the many advisors and 
accountants who have entrusted us with  
their clients.

    SIMPLE Plan
Conversion companies tend to outgrow SIMPLE plans, which means opportunities for advisors. SIMPLE 
plans have lower contribution limits, less flexibility, and less compliance oversight than other plan types. 
 If a plan sponsor has a SIMPLE plan, the fall is the best time to review whether it is their best option. They 
can compare their SIMPLE plan capabilities, investments, fees, and ability to help participants against 
401(k) type plans, for example. If they find that they need a new plan for the next year, they need to 
provide participants a notice of plan termination before the 60-day enrollment window opens (November 
2nd). We have a sample SIMPLE termination notice available at: http://www.fbpension.com/p/forms.

    SECURE Act / CARES Act 
A lot has changed in the world since the SECURE Act was passed, but 2020 is the first year we get 
to take advantage of some of the key provisions. With some sectors of the economy still facing an 
uncertain future, the flexibility of adding a safe harbor feature after year end is great. If plans are 
having a hard time passing their deferral tests, or satisfying a top-heavy minimum, a 4% safe harbor 
might be less expensive. 
For companies that have extra cash after year end, SECURE allows employers to start a retirement 
plan after year end. The plan document needs to be signed and the contribution made by the tax 
filing of the business’s return. Instead of a rush to get paperwork signed, and hypothetical calculations 
based on estimated compensation, decisions can be made after year end, based on known actual 
compensation figures. It’s a win all around. 
In contrast to the extended time SECURE grants for plan adoption and some safe harbor options, 
the CARES Act is a fleeting change that will sunset quickly. For plans allowing coronavirus-related 
distributions (they don’t have to), those will cease on December 31, 2020. Similarly, the higher loan 
options ended in September 2020. These are great options for employers that furloughed employees 
or experienced hardships related to COVID-19. 
Contact us if you have any questions about how SECURE or CARES impacts retirement plans. We can help!

    Tax Credits Enhanced  
The goal of the SECURE Act is all in the name: “Setting Every Community Up for Retirement 
Enhancement.”  Tax credits are a tool used to accomplish this goal.  The Secure Act expands tax credits 
in two ways for small businesses.
1.  Start-up plans for small employers (one with fewer than 100 employees): the employer can take a 
tax credit equal to 50% of the plan’s start-up and administrative costs that are paid by the employer 
(the credit is not available if the expenses are paid by the plan).

• The credit is the greater of (a) $500; or (b) $250 per non-highly compensated employee who is 
eligible to participate. The maximum annual credit is $5,000, and the credit applies only for the 
first three years. 

• While the credit covers 50% of these costs, the other 50% is tax-deductible. The net result: Uncle 
Sam will pay more than half the cost of the plan for the first three years for most small employers.. 
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Tax Credits Enhanced (Cont.)  
2. There’s an additional $500 tax credit available for small 
businesses that adds an automatic enrollment feature to a new or 
existing 401(k) plan.  The credit is available for each of the first 
three years the feature is effective.

Relief for Defined Benefit Sponsors  
DUE to CARES Act 

What has F&B done for clients lately?
We have reached out several times in the last year to show 
we care (pun intended) and offer clients the opportunity to 
freeze plan benefits if they were uneasy about 2020 funding 
requirements in these unsettling times. No amendment fees were 
charged for this safety net if the client had recently completed the 
PPA Restatement with us for their plan document. They need our 
help, not more bills!

As the normal 9/15 funding deadline neared for December year-
end plans, we  worked hard to make sure that our clients knew 
their options and the resulting implications.
The CARES Act extended the deadline for 2019 minimum funding 
to pension plans until 1/1/2021.  This only applies to qualified 
Defined Benefit and Cash Balance Plans, not to 401(k) or Profit 
Sharing Plans.  As long as they make their minimum deposits 
required by 12/31, the plan is still in compliance and there are no 
excise tax penalties associated with missing the original funding 
deadline. However, the DOL and IRS have not changed Form 5500 
or Schedule SB filing deadlines OR deposit deadlines to be able to 
deduct the funding on your 2019 tax return. 

So what does that really mean for plan sponsors? 
F&B has prepared the 2019 reports based on funding they 
were able to make by the original 9/15 deadline. Within those 
reports we are providing them with the minimum funding 
required by year-end, which the actuary is calculating to include 
effective interest rate charges thru 12/31/2020. The 2019 Form 
5500 deadline is always 10/15 to avoid standard penalties. The 
SECURE Act Increased IRS late filing penalties substantially to 
$250 per day, up to a maximum of $150,000. The DOL penalty 
for late filing is $2,194 per day, with no maximum. 

Plan sponsor made all of their 2019 deposits (before 1/1/2021), 
now what? 
Please provide dates and amounts of those deposits to F&B.  Our 
actuary will prepare a new Schedule SB reporting the additional 
deposits and updated funding status, to be filed with an amended 
Form 5500. An additional attachment is also required to report 
the later funding. The 2019 plan year is now closed and you can 
rest easy knowing that we had our mutual clients’ back and no 
excise taxes apply for the slightly delayed funding!  
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They made some additional deposits but couldn’t fund the whole 
minimum by 12/31/2020, what does that mean? 
An amended Form 5500 and Schedule SB is still required.  This 
reports the additional deposits made between 9/16/2020-
12/31/2020, which in turn reduces the applicable excise tax 
penalties. A Form 5330 is required to report the underfunded 
liability remaining at 12/31; a 10% excise tax penalty applies.

They couldn’t fund anything before 12/31/2020, how bad is it? 
No amended returns are required since nothing changed after 9/15. 
A Form 5330 is still required to report the 2019 minimum that 
wasn’t funded (including accrued interest through 12/31).  F&B will 
prepare this upon request after year-end or when we see it while 
working on the 2020 Plan Review. 

What’s this all going to cost in plan fees? 
Although a full new valuation report is required from the actuary, 
F&B is doing our part to support our clients through these 
potentially tough times and keeping costs as low as possible.  We 
will only charge the fees associated with the Amended Form 5500/
Schedule SB ($500) and the Form 5330 ($125). We will not assess 
a full year’s admin fees. We appreciate your business and want to 
support our continued partnership in the future!

Please contact your plan administrator with questions or concerns. 
We are here to help!

    It’s Time to Talk 401(k) Plan Design
Every 6 years or so the IRS requires plans to be completely restated to 
a new document. Cycle 3 was recently released on August 1st, 2020. 
The restatement cycle will run until July 31st, 2022. Within the next 
two years, all defined contribution plans will be put onto the new 
restated document. 

Cycle 3 is currently available for non-standardized & standardized 
profit sharing and 401(k) plans, including owner-only plans. Please 
note that the Cycle 3 documents will not reflect any legislative 
changes that have taken place since 2017. This is due to the timeline 
the IRS uses to review and approve pre-approved plan documents. 
Therefore, Cycle 3 documents will not include the recent changes to 
hardship withdrawals, the SECURE Act, or the CARES Act. These 
amendments will be released at a later time.  

This is a tremendous marketing opportunity for advisors who wish 
to compete in this market by offering redesign services or simply to 
compete on fees.  Sponsors have to rewrite their plans anyway, so why 
not look at other options that may help businesses to gain additional 
value from their plan benefits? 

At F&B, we can prepare design proposals and our restatement fees 
are competitive, allowing Advisors to capture more of this business.



The information contained herein should not be acted upon without professional advice.

Top Investment Providers
Numerous national investment companies have chosen to include Farmer & Betts on their preferred list of 
service providers. We can work with any investment company. 

Examples include: American Funds – Capital Group, John Hancock, Lincoln, Mass Mutual, Nationwide, One America, 
Principal, Transamerica, and Voya.

FBPension.com
Please visit our website and check out new educational video content:  https://www.fbpension.com/p/resources
There are plenty of other resources that we are very excited to share with you.  Like us on Facebook!

The COVID Challenge
As COVID-19 continues to fester, our team is ready and available! 
Farmer & Betts, Inc. is dedicated to maintaining regular business in 
order to meet your clients’ needs. Times are tough for a lot of your 
clients right now. Understandably, everyone has many questions. 
We are here to answer questions and provide solutions! Our 
administrators are being trained daily and updated daily as the laws 
continue to change. If your clients are not receiving the service they 
deserve from other TPAs, Farmer & Betts, Inc. is ready to get the 
job done. Keeping in mind that we do not have any takeover fees, 
we look forward to working with you!

 Important Dates 
11/01/20 SIMPLE plan termination

12/01/20 Safe Harbor, 404(a)(5) participant fee disclosures 
and QDIA

01/31/21 1099R distribution reporting

03/15/21 Excess deferral refunds

04/01/21 First Year Required Minimum Distribution

07/29/21 Summary of Material Modifications
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