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Summit Group Retirement Planners, Inc. 

Retirement in America Article #16: Retirement Plan Forfeitures Revisited 

Employer sponsored retirement plans (401(k)/403(b) for example) can contain retirement 

plan forfeitures.  Retirement plan forfeitures are nonvested employer contributions of terminated 

participants.  There are several ways that retirement plan forfeitures can be utilized, and as a plan 

sponsor serving in a fiduciary capacity it is important to understand these parameters.  [1] 

In January of 2017, the IRS proposed legislation that should be welcomed news for plan 

sponsors enabling plan sponsors to utilize plan forfeitures to fund safe harbor contributions.  [2] 

Uses of Retirement Plan Forfeitures  

 According to the Vanguard commentary piece, “Avoiding pitfalls in retirement plan 

forfeitures”, the guidance provided by the Internal Revenue Code (IRC) and relevant Internal 

Revenue Service (IRS) suggests that plan forfeitures may be used in several ways.  They are: 

- Reducing future employer contributions; 

- Paying reasonable retirement plan expenses; 

- Allocating among participants as additional contributions; and 

- Restoring previously forfeited participant accounts [3] 

Under this new proposal, the use of forfeitures would be expanded.  The regulation would 

amend the definitions of qualified matching contributions (QMACs) and qualified nonelective 

contributions (QNECs) in 401(k) plans, and plans that provide for matching contributions or 

employee contributions under code Section 401(m).  What it would change is the classification 

of the definition by stating employer contributions would qualify as QMACs or QNECs if they 

are able to satisfy applicable nonforfeitability and distribution requirements when they are 

allocated to employee’s accounts, regardless of the fact they didn’t meet those requirements 

when originally contributed.  According to the IRS, this regulations would apply as of taxable 

years beginning on or after the date the regulations are published in their final form. [4] 

Key Takeaways 

 Retirement plan forfeitures can be utilized in a variety of ways.  Under this new proposal, 

employers would be able to utilize forfeitures to fund the safe harbor match for their current 

employees.  This is a nice proposed benefit for employers utilizing a safe harbor match who still 

have a forfeiture balance to exhaust those funds first before writing a corporate check to cover 

the contribution.   

 

 

 



 Summit Group Retirement Planners, Inc. – Retirement In America 
  

Further Reading 

For further information, please contact a Summit Group Retirement Planners, Inc. 

Representative: 267-433-1050 or dfiorenza@sgretirementplanners.com.  Summit Group 

Retirement Planners, Inc. specializes on collaborating with employers on the design, installation, 

and ongoing servicing needs of their retirement programs.   

Investment advice offered through Summit Group Retirement Planners, Inc., a Registered 

Investment Advisor.   

This information is not intended as authoritative guidance or tax or legal advice. Each 

plan has unique requirements, and you should consult your attorney or tax advisor for guidance 

on your specific situation. In no way does advisor assure that, by using the information provided, 

plan sponsor will be in compliance with ERISA regulations. 
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