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IRS ISSUES CARES ACT GUIDANCE FOR  

SINGLE EMPLOYER DEFINED BENEFIT PLAN RELIEF 

In March 2020, Congress passed the CARES Act in response 

to the COVID-19 pandemic. Among its many provisions, 

the law granted some contribution and benefit restriction 

relief for single-employer defined benefit plans. On August 

6, the Internal Revenue Service (IRS) released Notice 2020-

61 to provide technical guidance in this area in a question 

and answer format. Guidance in the Notice supersedes 

conflicting instructions already published for the Form 

5500 Schedule SB. 

Contribution Delays 

To address pandemic-related cash flow issues faced by many businesses, the CARES Act allows plan 

sponsors to delay until January 1, 2021 contributions otherwise due during 2020—no matter what plan 

year with which the contribution is associated.  

As usual, nothing is as straightforward as it originally seems. As plan sponsors and their advisors began to 

consider specific situations, new questions emerged. In the following discussion of some IRS answers, we 

assume a calendar plan year. Non-calendar plan years may present additional complexities. 

Since January 1 is a bank holiday, is there a contribution extension to the next business day?  

Apparently not. Q&A-3 speaks about a contribution being late if made after 1/1/2021, and late  

contributions are subject to excise tax, additional interest, and late quarterly contribution penalties. 

Given the holiday season with key personnel, account managers, and plan contacts potentially on  

vacation, we recommend that plan sponsors deposit funds well in advance of 12/31. If a plan sponsor 

must go down to the wire, they should check how deposits made on New Year’s Eve will be handled 

by the financial institution.  

Will Form 5500 and Schedule SB contribution reporting be delayed? 

No. A 2019 plan year still has a 10/15/2020 Form 5500 filing deadline. If the plan sponsor plans to  

contribute after the date that the actuary signs the Schedule SB, the filing will show a funding  

deficiency. The actuary may not include prospective contributions on the Schedule SB. Q&A-8  

suggests amending the filing later to designate the delayed contributions for the appropriate plan 

year. The amended Schedule SB must include an attachment that provides specified details about the 

delayed contributions and underlying calculations. 



 

Does the delay also apply to contributions in excess of the  

minimum required amount?  

Yes. The plan sponsor can designate excess contributions made in 

late 2020 for 2019. The plan sponsor can also elect to use the 

1/1/2019 present value of these excess contributions to increase the 

available prefunding balance at 1/1/2020.  

Normally, a formal election to add excess contributions to the 

1/1/2020 prefunding balance must be made by the 9/15/2020  

traditional contribution due date for the 2019 plan year. According 

to Q&A-10, the CARES Act extends this election deadline to 

1/1/2021. If the plan sponsor maintains a standing election to apply 

excess contributions to the prefunding balance, the deemed election automatically occurs on the  

extended deadline, unless the standing election is revoked before then.  

Are election deadlines to use a prefunding or carryover balance affected?  

Without the CARES Act, a formal election to reduce the available 1/1/2019 prefunding or carryover 

balance to offset 2019 minimum funding requirements must be made by the 9/15/2020 traditional 

contribution due date for the 2019 plan year. According to Q&A-10, the CARES Act extends this  

election deadline to 1/1/2021.  

However, the plan sponsor must still execute an election that reduces these balances to avoid or end 

an AFTAP-related benefit restriction by the end of the plan year to which it applies.  

Can delayed contributions be deducted as if they were made by the traditional due date?  

The deduction rules have not changed. For a contribution to be deductible for the tax year with which 

it is associated, the plan sponsor must deposit it before that year’s tax return is due, with extensions. 

If the maximum deductible contribution calculated for the next tax year is sufficiently high, a delayed 

contribution may be deductible then. Since other factors affect contribution deductibility, plan  

sponsors should seek tax counsel advice in such a situation. 

How much larger will the contribution be if it is delayed? 

Under the regular rules, minimum contributions must increase with interest from the valuation date 

until the deposit date. The 2019 effective interest rate is used for 2019 plan year contributions made 

through the traditional 9/15/2020 due date. Q&A-2 confirms that the effective interest rate for the 

2020 plan year is used to increase the delayed contributions from their traditional due dates to the 

delayed deposit date in 2020. Given similar demographics between the two years, the effective  
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interest rate is likely to be smaller for 2020 than 2019. As discussed in Q&A-7, if the 2020 effective 

rate is not yet known, the highest of the three segment rates published for 2020 is used. If that  

segment rate subsequently turn out higher than the actual 2020 effective rate, an excess contribution 

exists that may prompt additional calculations.  

Before moving on to an overview of the guidance for benefit restrictions, plan sponsors should note that 

the contribution delay might trigger timing issues. The decision to contribute excess amounts, augment a 

prefunding balance, or elect to use such a balance may interrupt the usual flow of  

valuation preparation for 2020 and 2021 or prompt revisions to an already completed valuation or  

estimate. Please keep your actuary informed of your contribution plans. 

Benefit Restrictions 

Congress recognized that pandemic-related economic disruptions 

might usher in market volatility and downturns. Depressed asset  

values recognized by the Adjusted Funding Target Attainment  

Percentage (AFTAP) certification could trigger plan benefit restrictions. 

Additionally, delayed contributions could affect the AFTAP level, since 

assets only include contributions deposited by the certification date. 

An AFTAP certification often affects more than one plan year, and  

curing a benefit restriction may require additional contributions. 

Hence, the CARES Act permitted plan sponsors to elect to use the  

AFTAP certified for the last plan year ending in 2019 for any plan year 

that covered part of 2020. 

Is there a specific election form and timing? 

Q&A-13 requires written notification of the election by the plan sponsor to the plan’s enrolled actuary 

and to the plan administrator. The election must include any relevant details. If the plan sponsor 

made a less formal election before the IRS issued this guidance, the plan sponsor has a grace period 

until 9/30/2020 to comply. The guidance permits formal revocations as well, but the plan sponsor 

should consider this carefully to avoid unintended consequences.  

For non-calendar plan years, the AFTAP for the plan year ending before 12/31/2019 can cover two 

years (2019-2020 and 2020-2021). Guidance requires a separate election for each year. 

Does this election affect AFTAP presumptions for periods before certification by the actuary? 

Before an actuary certifies a final or range AFTAP for a plan year, various presumptions apply under 

the plan document. For example, given a 2019 AFTAP of 85%, after the first three months of the 2020 
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plan year with no certification, the presumed 2020 AFTAP is the 2019 AFTAP minus 10%, or 75%. That 

level restricts the ability to pay lump sums. Under Q&A-14, if the actuary has not certified the AFTAP 

before the plan sponsor makes an election, then the election acts as the certification to determine 

which presumptions apply. In the example, an election made in June 2020 would fix the 2020 AFTAP 

as 85% for the period after it was signed. 

Can the plan sponsor make this election even if the actuary already certified the AFTAP? 

Yes. However, the election only applies prospectively from the date that the plan sponsor made it  

because the guidance considers it as an immaterial recertification. 

Does the actuary need to certify the AFTAP at all for a year with an election? 

Yes. Since the election only affects the presumptions for the 2020 plan year, the actuary must certify 

an AFTAP during 2020 to govern certain presumptions in 2021. The only exception is for a non-

calendar plan year that has an election for both 2019-2020 and 2020-2021. In that case, the actuary 

must only certify an AFTAP in 2020-2021 to govern certain presumptions in 2021-2022. 

The actuary’s certification in 2020 to govern 2021 presumptions does not apply to 2020 unless the 

plan sponsor revokes the 2020 election. However, the guidance classifies the change as material, so 

plan sponsors should proceed with caution to avoid nasty consequences. 

If the actuary certified an AFTAP then the Schedule SB should reflect it. If the plan sponsor made an 

election, the actuary should attach details, including the election date and how the election affected 

the AFTAP. The Schedule SB should include this attachment even if the actuary also certified an AFTAP 

for the year. 

There are a lot of moving parts when making use of the contribution delay and benefit restriction relief 

under the CARES Act. Plan sponsors need to consider available options carefully. During these stressful 

times, make sure that lines of communication with the plan actuary are open. 
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