
Mail Code OM-17215
4515 Painters Mill Road
Owings Mills, MD 21117-4903

P.O. Box 17215
Baltimore, MD 21297-1215

T. Rowe Price Retirement Plan Services, Inc.
rps.troweprice.com

Davis & Harman LLP/T. Rowe Price 3rd Quarter 2021 
Webinar Summary
Budget Reconciliation Package Under Consideration
As Congress returned from their August recess, congressional Democrats have directed the legislative focus towards 
advancing their proposed $3.5 trillion reconciliation package with large policy changes in many areas including 
retirement savings. The budget reconciliation process is a legislative tool that allows for a simple majority of congress 
to approve legislation outside of regular order and overcome the traditional 60 votes needed for passage in the U.S. 
Senate. Democrats already used this tool to enact the American Rescue Plan Act of 2021 and previously congressional 
Republicans utilized reconciliation to enact their 2017 tax reform package. 

Budget reconciliation packages are subject to strict rules and the Senate parliamentarian serves as the arbiter of what can 
and cannot be included in the package. The package may change revenues and entitlement spending, and provisions must 
have budgetary consequences as their primary purpose. A budget reconciliation package may not raise or lower revenue 
outside of the 10-year budget window, and certain provisions may be discluded under the rules. Previous reconciliation 
efforts have been approved in short order as was the case with the six-week timeline prior to the enactment of the 2017 
tax reform package. The House Ways and Means Committee kick-started the reconciliation process in the middle of 
September when they approved various components of what ultimately became the Build Back Better Act.

Retirement Provisions in Budget Reconciliation Package
Under the current version of the package, the proposal makes two significant policy changes to the retirement savings 
system. First, the proposal would generally require all employers, who have over five employees, and have been in 
operation for at least two years, to establish and maintain an employer sponsored retirement plan for their employees 
or an automatic IRA arrangement. This proposal has been a longstanding goal of House Ways and Means Committee 
Chairman Richard Neal (D-MA) to get more employees saving for retirement. The proposal specifies particular plan 
features for newly established plans, and provides a start-up credit for employers who establish a retirement plan. The 
proposal would not restrict action by states who have already established a state-run automatic-IRA program or those 
who wish to establish a program in the future, however the legislation accomplishes a similar goal that could discourage 
states from going beyond the federal mandate for employers. The requirements would become effective starting in 2023, 
however employers who have established plans prior to the enactment of the bill would be exempt and grandfathered 
from the requirements. 

The budget reconciliation package also includes a provision to make the Saver’s Credit refundable. Traditionally, the 
Saver’s Credit allows taxpayers to receive a tax credit for making eligible contributions to an employer sponsored 
retirement plan or IRA. The credit, however, is not useful for very low-income employees who have no tax liability. The 
reconciliation package would make the Saver’s Credit refundable and thus available to individuals without tax liability. 

Revenue Raisers Affecting Retirement Plans
The reconciliation package also includes revenue raisers that would immediately impact some portions of the retirement 
system. The legislative package includes a provision to limit an individual’s aggregate defined contribution and IRA 
balances to $10 million. Participants who exceed the new balance maximum would be required to take distributions 
to reduce their excess over the cap. Plans would be required to report to the IRS on individuals who have more than 
$2.5 million in their defined contribution plan. 

The legislation would also restrict “backdoor” Roth contributions by prohibiting rollovers of after-tax amounts to Roth IRAs 
or Roth plan accounts. Additionally, Roth conversions would be prohibited for high-income tax payers beginning in 2032. 

The legislation also currently includes a new set of restrictions on IRA investment types that would prevent IRAs from 
owning or holding a range of non-publicly traded securities. Lastly, the legislation in its current draft would increase the tax 
treatment of capital gains for those who make more than $400,000 annually. The details of the plan may change as House 
and Senate negotiators seek to craft a final package that can win the near universal support from Democrats in Congress 
needed for passage.  



SECURE Act 2.0 Status
While Congress works through the budget reconciliation package, bipartisan SECURE 2.0 legislation has become a 
lesser priority for legislators. The bipartisan bill received strong support from the House Ways and Means Committee 
in early May, however the budget reconciliation bill provisions related to retirement savings could upset the delicate 
bipartisan balance that was being formed to advance a SECURE 2.0 bill. Since the budget reconciliation package 
addresses many partisan Democratic priorities, it is unclear if the support of the bipartisan SECURE 2.0 bill will remain 
strong in the coming months. House Ways and Means Committee Chairman Neal stated his support for the continued 
effort to pass SECURE 2.0, and we anticipate that the Senate tax and ERISA committees will seek to put their own mark 
on a SECURE 2.0 bill in the months ahead.

IRS Updates EPCRS Program
On the regulatory front, the IRS on July 16, 2021, issued a new version of the Employee Plans Compliance Resolution 
System (EPCRS), which allows plans to correct errors that could jeopardize the plan’s tax-qualified status. One of the 
most significant changes is to lengthen the period under which self-correction of significant operational failures is 
allowed, from two to three years. 

DOL, Treasury, and PBGC Update Form 5500
On September 15, 2021, the Department of Labor (DOL), Treasury Department, and Pension Benefit Guaranty Corporation 
(PBGC) offered proposed changes to the Form 5500 annual report and requested public comment. The changes are 
primarily designed to implement provisions in the SECURE Act such as the creation of pooled employer plans (PEPs), and 
allowed consolidation for groups of plans using the same or similar arrangements to file together. But the proposal includes 
other changes, such as requiring more information on investments, including fees. Under the Obama Administration, the 
Form 5500 saw the potential for major changes, and the Biden Administration has signaled that they could revisit those 
potential changes in the future. 

GAO Released Report on 401(k) Participant Fees
Following a request by Senate Housing, Education, Labor and Pensions Committee Chair Patty Murray (D-WA) and House 
Education and Labor Committee Chairman Bobby Scott (D-VA), the Government Accountability Office (GAO) conducted 
a survey to study if 401(k) plan participants understood the fee information associated with their retirement plans. The 
study found that 40 percent of 401(k) plan participants do not fully understand or have difficulty using fee information 
provided by fee disclosures offered by plan administrators. GAO offered suggestions to the DOL to expand fee disclosure. 
DOL’s response to the GAO suggests that a new project on fee disclosure is not a current priority of the DOL, but GAO’s 
recommendations might also be considered by Congress.

Biden Administration Makes Key Appointments
On July 28, 2021, the Biden Administration formally nominated Lisa Gomez to serve as the Assistant Secretary of Labor 
leading the Employee Benefits Security Administration (EBSA). In this role if confirmed, she will oversee workplace 
benefits including retirement and health. Prior to her nomination, Ms. Gomez worked as a partner with the law firm 
Cohen, Weiss and Simon LLP, where she represented employer and union pension plans. 

DOL also hired former Maryland Lieutenant Governor Kathleen Kennedy Townsend to serve as a special representative 
to DOL Secretary Marty Walsh on retirement and pension issues. Lt. Gov. Townsend has extensive experience with state-
run retirement plans and could focus on the implementation of the automatic-IRA provisions in the budget reconciliation 
package if passed. 

The Securities and Exchange Commission (SEC) on August 25, 2021, appointed Barbara Roper, a well-known investor 
advocate, to serve as Senior Advisor to the Chair with a focus on issues relating to retail investor protection.

Outlook for Administrative Agencies
As the Biden Administration continues to increase operational efficiency, the administration will continue to push forward 
regulations at the SEC, IRS, and DOL. The SEC is expected to focus on enforcement of Regulation Best Interest (Reg BI) 
and development of a project related to environmental, social and governance (ESG) disclosure. 

The IRS will continue to work on regulations implementing changes from the SECURE Act related to post-death required 
minimum distributions and long-term part-time workers. Both provisions are quickly going into effect and there are still 
many questions on how each should be implemented. The IRS also has indicated an interest on student-loan repayment 
matching in employer sponsored retirement plans, although legislation is currently under consideration on this topic.

DOL will continue to focus on cybersecurity enforcement, and regional offices are starting to ask questions related to 
plan-level cybersecurity and vulnerabilities. DOL has noted an exploratory interest in cryptocurrency offerings within 
employer sponsored plans and has stated its concern about the issue. New proposed regulations regarding ESG 
disclosure and proxy voting and the definition of a fiduciary are likely in late 2021 or early 2022.
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