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EXTRA INNINGS!
“Selling safe harbor 401(k) plans is like selling
beer at a Major League Baseball game,” I blurted

out to an advisor in October 2019. He had approached me
and wanted us to establish—immediately—a safe harbor
401(k) plan for a highly profitable client of his, even though
we were already in the fourth quarter. What can I say? It was
playoff time and the Nation’s Pastime was pumping through
my baseball-obsessed veins.
“Look,” I explained, “everyone knows that concession
stands at a baseball game can only sell beer through the end
of the 7th inning, even though the games are 9 innings long.
Similarly, startup safe harbor 401(k) plans must be sold by
the end of the 9th month, even though the year is 12 months
long.”

He eventually understood that since September had come
and gone, the startup safe harbor 401k) was off the table
until 2020. “The client could, however, consider a profit
sharing plan or even a cash balance plan,” I explained. “We
have until the end of the year 2019 to implement such a plan,
just as the concession stand has until the end of the 9th inning
to sell other refreshments like soda and hotdogs.” Little did I
know that 2019 would be the final year of this truth!

THE SECURE ACT INTRODUCES RETROACTIVE PLAN
ADOPTION

Fast-forward two months. In December 2019, the SECURE
Act threw TPA business owners and salespeople a curveball:
retroactive plan adoption.
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Navigating your extended sales window (Thanks, SECURE Act!). By Robbie Petrillo
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“BY INTRODUCING RETROACTIVE PLAN ADOPTION, THE SECURE ACT HAS
LENGTHENED YOUR SALES WINDOW, PUSHING THE ADOPTION OF MANY
NON-DEFERRAL PLANS INTO “EXTRA INNINGS.””

Ladies and gentlemen: This game has gone to extra
innings! This “concession stand” (i.e., TPA) will now be
dispensing “sodas” (i.e., profit sharing plans) and slinging
“hot dogs” (i.e., cash balance/defined benefit plans) all the
way into the 15th inning!
Thanks to the SECURE Act, the deadline to establish a
qualified retirement plan has been extended theoretically up
to 8 months:
• Old implementation deadline (pre-2020): Last day of the
company’s tax year (12/31 for calendar year filers)
• New implementation deadline (2020+): The due date,
including extension, of the company’s tax return.
(S-Corporations and partnerships can extend from 3/15
until 9/15. C-Corporations and sole proprietorships can
extend from 4/15 until 10/15, but due to the plethora
of tasks involved with the annual administration cycle,
implementing a plan in October seems unrealistic.)
The result: An extended sales window (see chart).

1. Delayed Implementation of Non-deferral Plans
No longer will TPAs be the last person to the New Year’s
Eve party, as we cram in plans on 12/31! Pushing out the
adoption of non-deferral plans beyond 12/31 will become the
new normal for two key reasons:
• Procrastination: As we salespeople know, nothing
combats our prospects’ tendency to procrastinate
quite like an implementation deadline! With the 12/31
deadline now pushed back, many sales which would
have occurred within the calendar year (the first 9
innings of the game) now will not close until the months
following (during “extra innings”).
•W
 ait-and-See Approach: Pushing the decision to implement
a non-deferral plan past 12/31 is a sound strategy. Waiting
until the fiscal year has come to a close and the financials
are drafted gives the business owner and their CPA full
clarity on whether a plan should be adopted, which type of
plan, and the targeted contribution amount. Additionally,
they will be part of the way through Year 2, meaning
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However, even in light of the SECURE Act, I’ll reiterate:
“Selling safe harbor 401(k) plans is like selling beer at a
Major League Baseball game.” Startup safe harbor 401(k)
plans, even post-SECURE Act, still must be implemented
well before the close of the first plan year. Due to the concept
of a Cash or Deferred Arrangement (CODA), we cannot
retroactively implement 401(k) deferrals.

IMPLICATIONS FOR TPA SALESPEOPLE AND OWNERS
Retroactive plan adoption will radically change our nondeferral plan sales (profit sharing plans, cash balance and
traditional defined benefit plans, etc.), while posing little to
no change for our 401(k) plan sales. Here are the four key
implications for TPA salespeople and owners:

Dec
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they won’t have to gaze as deeply into their crystal ball to
project Year 2 profitability, employee demographics and
business conditions.
2. Put an Asterisk (or Two) on the 2020 Sales Window
I propose putting a big fat asterisk on the 2020 sales window
(the period to which sales goals and quotas relate, spanning
1/1/2020-12/31/2020). Here’s why:
• COVID-19: For obvious reasons, COVID-19 has and will
continue to disrupt the 2020 sales window. You and
your team have certainly already discussed this at length,
so I won’t spend time unpacking this here.
• Retroactively implemented plans won’t be captured: To
continue our analogy, now that every game is going into
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If your organization pays its salespeople commissions or
uses sales quotas, I understand that you can’t simply “throw
out” 2020. Rather, I posit that, due to the above factors, a
creative, thoughtful and time-intensive analysis of your 2020
sales window is warranted. It’s a year like we have never
seen!
3. Understand Your Sales Window for 2021 and Beyond
Yes, 2020—since it’s a transition year—will yield some
skewed sales metrics. Thankfully, come 2021, this awkward
transition will be behind us and we can continue evaluating
our salespeople based on the calendar year once again
(1/1/2021-12/31/2021). It will look a bit different than it did
pre-SECURE Act, but your 2021 sales window will contain:
• Retroactive adoption of non-deferral plans for 2020
(January-September)
• Traditional 401(k) business (January-September for
2021 startups, backloaded in Q3 due to the safe harbor
deadline; January-December for takeovers)
• Adoption of non-deferral plans for 2021 (JanuaryDecember, backloaded in Q4 due to the increased clarity
of a business’ profitability as the year progresses, though
many will close in 2022)

4. These Extra Innings Are an Opportunity
Successful TPA salespeople and owners will take advantage of
the extra innings afforded by the SECURE Act by:
• Marketing to CPAs: No longer is it necessary for a CPA
to uncover a qualified plan opportunity before year-end!
They can spot the opportunity in real time as they work
on the company’s tax return in Q1 and learn that the
business owner has significant levels of taxable income.
They can then pick up the phone and call you—their
favorite TPA, who has educated them about retroactive
plan adoption—to propose a plan that will solve the
client’s tax problem right now, instead of months from
now.
• Turning “no” into “yes”: How many times has an advisor
or a business owner approached you in January or
February begging you to help them alleviate last year’s tax
burden? You’ve had to say “no” every time. The SECURE
Act has granted us the power to turn that “no” into a
“yes,” naturally helping us convert more opportunities
into wins. Granted, sometimes that client would have
started a plan with you for the current year and beyond,
but by being able to go back one additional year, you’ve
likely increased their Client Lifetime Value (CLV) to the
firm by one year’s worth of administration fees.

BOTTOM LINE

By introducing retroactive plan adoption, the SECURE Act
has lengthened your sales window, pushing the adoption of
many non-deferral plans into “extra innings.” Be mindful of
this as you analyze your 2020 sales numbers; the game is not
yet over. And remember: Despite the changing sales landscape,
retroactive plan adoption is a huge opportunity! PC
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the 15th inning, you wouldn’t count up your concession
stand sales at the end of the 9th inning, would you?
While all the beer sales would be in the books, you’d
miss out on 6 additional innings of soda and hot dog
sales! Similarly, TPA salespeople should not be judged
on their 2020 sales on Dec. 31, 2020. We should reserve
judgment until September 2021, once the retroactive
plan adoption deadline has passed.

