
If a fiduciary cannot distinguish between investment 
alternatives based on economic factors alone, they may 
consider non-pecuniary factors. This has been referred 
to as the “tie-breaker” rule. The new regulations require 
fiduciaries to document certain elements of their decision-
making process, including why such an investment was 
chosen over other investment alternatives. 

These regulations become effective on January 12, 2021,  
for investments made and courses of action taken after  
that date. A plan’s qualified default investment alternative 
(QDIA), however, cannot be an investment with objectives 
or principal strategies that include a non-pecuniary factor. 
Plans have until April 30, 2022, to change their QDIA as 
necessary to comply with the regulations.
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DOL UPDATE: Guidance on Selecting Plan Investments
The Department of Labor recently issued guidance to help 
plan sponsors meet their ERISA fiduciary responsibilities 
when selecting and monitoring plan investments. 
Specifically, the DOL wanted to ensure that the growing 
popularity of ESG-type investments does not result in plan 
fiduciaries making investment decisions to promote socially 
responsible goals if those investments sacrifice returns, 
increase costs, or result in additional investment risk. 

ESG stands for “environmental, social or corporate 
governance” and is used to describe investment strategies 
based on non-financial objectives — for example, 
investments that focus on impacting climate change. 
There is no standard definition of an ‘‘ESG’’ investment in 
the industry today, however, and many terms are used to 
describe these kinds of investments. In its regulations, the 
DOL instead uses the term “non-pecuniary factors” to refer 
to strategies or goals other than monetary risk and return. 

Under existing law, ERISA fiduciaries must act: 

§ Prudently and diversify plan investments to minimize the
risk of large losses

§ Solely in the interest of the plan’s participants (and
beneficiaries) and for the exclusive purpose of providing
benefits to them and defraying reasonable expenses of
administering the plan

The DOL’s new regulations address how these standards 
apply in the context of non-pecuniary investment factors. 
To meet these standards, fiduciaries must sill evaluate 
and consider multiple investment alternatives reasonably 
available to the plan. The DOL clarifies however that 
fiduciaries must evaluate investments based solely on 
economic considerations that have a material effect on 
the risk and return of an investment based on appropriate 
investment horizons, consistent with the plan’s funding 
policy and investment policy objectives.
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Updated Life Expectancy Tables Final
The new tables should result in slightly smaller required 
distribution amounts. For example, the distribution period  
for a 72-year-old participant under the existing Uniform 
Lifetime Table is 25.6 years. In the new table, this distribution 
period increases to 27.4 years. The new tables will be  
used for calculating RMDs and beneficiary payments in  
2022 and beyond. 

Compliance Deadlines for Calendar-Year Plans
1st Quarter Compliance Deadlines for Calendar-Year Plans

Date Task

January 31, 2021 Deadline for sending IRS Forms 
1099-R to anyone who received a 
distribution from the plan in 2020

February 14, 2021 Deadline for sending fourth quarter 
2020 account statements to 
participants for 401(k) plans and 
other “individual account” plans that 
allow participants to direct their own 
investments

March 15, 2021 Deadline to correct ADP or ACP 
testing excesses for a 2020 calendar 
year plan to avoid paying the 10% 
excise tax (June 30 is the deadline 
for Eligible Automatic Contribution 
Arrangement (EACA) plans)

Deadlines for CARES Act Distributions
The CARES Act enacted earlier this year in response to the 
COVID-19 pandemic allows retirement plans to liberalize 
distribution and loan rules in 2020, provides tax penalty relief 
for individuals who need to access their retirement savings, and 
waives RMDs for 2020. Those who take CARES Act distributions 
are also allowed to re-contribute some or all of the distributions 
as rollovers to retirement plans or IRAs through 2023. 

With the continuation of the pandemic, it’s possible Congress 
will extend all or some of the CARES Act provisions into 2021, 
but nothing has been passed as of early December 2020. 

Be sure to document your 2020 plan operations regarding 
CARES Act distributions and loans, so you are prepared to 
make any necessary plan amendments. Plan amendments 
must be made by the end of the 2022 plan year for calendar-
year plans that allowed CARES Act distributions and loan 
modifications. 

2021 Operational Changes for SECURE Act 
Two important changes made by the SECURE Act take effect 
in 2021. Prepare to operate your plan in compliance with these 
requirements. 

1. Track hours for long-term part-time employees for plan
eligibility. The SECURE Act requires plan sponsors to allow
employees to make salary deferrals into a 401(k) plan once
the employee completes three consecutive years of service
with at least 500 hours each year. The first year of service
to be counted is 2021, which means 2024 will be the first
year they enter the plan under these new rules. Once in the
plan, long-term, part-time employees may be excluded from
nondiscrimination and top-heavy testing, and matching or
other employer contributions.

2. Resume RMDs for some and start for others at age 72.
The SECURE Act increased the RMD starting age to 72
for those who had not yet reached 70½ by December 31,
2019. Then, the CARES Act waived all RMDs for 2020 in
response to the effects the pandemic had on the economy
earlier in 2020. Since 2021 is the first year applying the
age 72 rule, pay special attention to your list of participants
in RMD status or entering RMD status. Unless further
relief is granted, those who had reached age 70½ or older
by December 31, 2019, must take an RMD for 2021 by
December 31, 2021. Those who will reach age 72 between
July 1 – December 31, 2021, fall under the new age 72 rule
(because they did not reach age 70½ in 2019). They will
have until April 1, 2022, to take their 2021 RMD.

2021 COLAs
Each fall, the IRS announces the cost-of-living adjustments 
(COLAs) that will affect the dollar limitations and thresholds 
for retirement plans in the coming year. Sometimes, the 
change in the cost-of-living index does not meet the 
statutory thresholds necessary to trigger an increase for 
all the limits and thresholds. For 2021, just a few of the 
retirement plan limits will increase. More information can  
be found on www.irs.gov.

IRS UPDATE

COLA 2021 2020

Annual Compensation $290,000 $285,000

Elective Deferrals $19,500 $19,500

Catch-up Contributions $6,500 $6,500

Defined Contribution 
Plan Limits $58,000 $57,000

ESOP Limits $1,165,000 
$230,000

$1,150,000 
$230,000

HCE Threshold $130,000 $130,000

Defined Benefit Limits $230,000 $230,000

Key Employee $185,000 $185,000

457 Elective Deferrals $19,500 $19,500

Taxable Wage Base $142,800 $137,700
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The laws and regulations affecting retirement plans are 
constantly changing. That’s never been truer than this year, 
even in the midst of a global pandemic and a contentious 
U.S. election. With the SECURE Act and the CARES Act 
provisions that became effective in 2020, we have seen 
major changes to retirement plan rules. Some of these 
changes still need clarification from the IRS and DOL to be 
fully implemented. Yet, lawmakers have already introduced 
new legislation that builds on the provisions of the SECURE 
Act – called SECURE Act 2.0.

The Securing a Strong Retirement Act of 2020 seeks to 
further enhance workers’ ability to begin saving earlier and 
save more for retirement. There is bi-partisan support for 
this bill, but it has not yet been passed by the House or the 
Senate. With the federal budget yet to be finalized and the 
change in administration coming in January, this bill is not 
likely to take priority among lawmakers this session. But 
as we have seen over the years, proposals often foretell 
of future retirement plan-related changes. Some of the 
provisions in SECURE Act 2.0 would:

n Require 401(k) plans to automatically enroll employees
when they become eligible for the plan and annually
increase deferral rates

n Increase the Saver’s Tax Credit for retirement plan and IRA
contributions, as well as the income limits for eligibility for
the credit

n Increase the RMD starting age to 75

n Waive the RMD requirement for those with less than
$100,000 in retirement savings

n Increase the catch-up contribution limit beginning at
age 60

n Allow employers to treat student loan payments
as deferrals for purposes of employer matching
contributions

n Reduce the number of years that long-term, part-time
employees must work to be eligible for the plan from
three years to two years

LEGISLATIVE UPDATE

This material was prepared by LPL Financial, LLC. 

For plan sponsor use only, not for use with participants or the general public. This information is not intended as authoritative guidance or tax or legal advice. You should consult with your 
attorney or tax advisor for guidance on your specific situation.
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