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Changing Times: 
Best Practices in Handling RMDs 

As part of a legislative effort to help Americans 

combat the economic repercussions of the 

coronavirus pandemic, Congress has increased 

the age that many plan participants must start 

taking Required Minimum Distributions. This 

can impact retirement savers who not only have 

traditional individual retirement accounts (IRAs), 

but also those using 401(k) and similar defined 

contribution plans in which contributions are 

made on a pre-tax basis. 

The SECURE Act, (“Setting Every Community 

Up for Retirement Enhancement”), which was 

enacted in 2019, upped the age from 70.5 to 

72 in terms of when taxpayers must begin 

withdrawing assets from their tax-friendly 

retirement accounts. Such an extension applies 

to those whose 70th birthday took place on July 

1, 2019, or later. 1

Last year, lawmakers on Capitol Hill passed the 

CARES (“Coronavirus, Aid, Relief and Economic 

Security”) Act. It gave seniors an option to skip 

taking their RMDs during 2020. This waiver 

period has passed, however, and in most cases 

plan participants are going to need to resume 

this annual withdrawal process. 

Plan sponsors should also be aware that plan 

participants who will turn 72 years old this year 

need to take their first RMD by April 1, 2022. But 

there’s a caveat for such newbies to the RMD 

process, according to John Dahlin, a Certified 

Public Accountant (CPA) and Director of Tax at 

IFA Taxes, a division of Index Fund Advisors. 

He points out that taxpayers facing their first 

distribution will be required to take a second 

RMD by Dec. 31, 2022. “In order to make sure 

both amounts aren’t included in their income for 

that same year,” says Dahlin, “the individual can 

make the first withdrawal by the end of this year 

(Dec. 31, 2021) instead of waiting until next April 

(April 1, 2022).”

After their initial year of taking such distributions, 

all RMDs will be required by the IRS to be 

completed by Dec. 31, he adds. 

The precise amount is calculated by the IRS 

using an age-based formula, which means 

plan sponsors need to be proactive in order to 

make sure any RMD transactions are recorded 

accurately and in a timely manner. 

Plan participants aren’t the only ones who need to pay attention to new rules for 
Required Minimum Distributions.
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In fact, the American Society of Pension 

Professionals and Actuaries (ASPPA) warns 

plan sponsors that incomplete documentation 

and poor record-keeping of RMD transactions 

uncovered in a regulatory audit could be grounds 

for an entire plan to be disqualified as a tax-

advantaged savings platform. 

Even if a plan administrator is quick to respond 

to fixing such problems and is willing to establish 

policies and procedures guarding against 

future errors, the IRS “can make the life of a 

plan sponsor extremely uncomfortable if RMD 

failures are discovered upon audit,” noted the 

ASPPA in reviewing the industry’s best practices 

with these types of distributions. 2

The best course of action, of course, is to create 

a review process to make sure plan participants’ 

distributions are handled properly in the first 

place. “Remember that you, the employer, are 

responsible for keeping your plan in compliance,” 

the IRS cautions. 

Here are some tips suggested by the ASPPA and 

Shareen Balkey, IFA’s Director of Retirement 

Services, for plan sponsors to address right away 

concerning RMDs:

• Set up communications and plan discussions 

to help educate plan participants. This can be 

particularly important for those approaching 

retirement and trying to plan in-advance 

their RMD strategies. In these cases, potential 

compliance headaches can be thwarted 

by trustees working closely with any third-

party custodians and record-keepers to 

ensure that distribution dates and other 

RMD requirements are passed along to 

participants in a timely and effective manner.  

• Even if you’ve created a set of rules and 

procedures to educate and support proper 

distribution of retirement assets, develop a 

regular check-up process to make sure nothing 

falls through the cracks. If such review procedures 

aren’t in-place, plan sponsors can work with 

outside professionals — including lawyers, 

CPAs and fiduciary-minded investment advisors 

— to make sure plan participants’ best interests 

are taken care of and the plan sponsor is fully 

compliant with the latest tax and legal guidelines.  

• Part of a thorough RMD process typically 

includes periodic reviews of records related 

to past transactions. This can teach a plan 

sponsor’s own staff how to respond better in 

the future to such tasks. It can also serve as 

fodder for staying ahead of compliance red 

flags that might’ve popped up later. 

Footnotes:
1. IRS, “Retirement Plan and IRA Required Minimum Distributions FAQs,” June 26, 2021. 

2. Plan Consultants magazine, American Society of Pension Professionals and Actuaries, Winter 2020. 


