
Q:

A:

Can a non-safe harbor plan reduce or suspend the employer contributions mid-year?

Yes. Non-safe harbor plans may suspend or reduce employer contributions mid-year. However, the process for how you

go about reducing or suspending the contribution will differ based on the type of contribution in your plan document.

Discretionary Employer Contributions. If your plan document states that contributions are discretionary, you may

suspend or reduce employer contributions at any time. Because there is no specified formula or amount of the

contribution, reducing or suspending does not require a plan amendment. As a best practice, we recommend plan

sponsors consider notifying plan participants prior to such a change, as they may wish to change their elective deferral

percentages as a result.

Nondiscretionary Employer Contributions. If your plan document specifies a formula for the employer match or a

nonelective contribution in the document (e.g. match formula stated as 50% of contributions up to 6% of pay), you may

still suspend or reduce contributions subject to the following process outlined below:

• Plan Amendment Required. In order to reduce or suspend a nondiscretionary employer contribution, the

plan will have to be amended on a prospective basis (i.e. the reduction or suspension will only be effective

on the date of the amendment or a later date). You may wish to consider payroll dates when determining

the effective date.

• Eligibility Requirements. If your plan contains any eligibility requirements for employer contributions (e.g.,

1,000 hours of service and/or employed on the last day of the plan year), your plan may be be amended to

reduce or suspend employer contributions. However, any participant who has met the requirements at the

time of amendment must receive the employer contribution.

• Summary of Material Modification (“SMM”). A SMM should be provided to all plan participants outlining the

changes from the amendment within 210 days of the close of the plan year.

Be sure to check with your recordkeeper and/or attorney (depending on the document) for an estimated amendment

turnaround time.
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How do I know if my employer contributions are discretionary or nondiscretionary?Q:

A: Your SageView consultant and your legal counsel, if applicable, can assist you to determine the type of employer

contributions listed in your plan document.

Suspending or Reducing Employer Contributions
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The following Q&As are for informational purposes only. They provide general information only, and have not been drafted to

address specific situations or fact patterns. Plan sponsors are advised to consult their tax and/or legal advisor for specific

guidance.

Disclaimer: These materials do not constitute tax or legal advice upon which any party can rely. Plan sponsors should be advised to consult their 

own legal or tax advisors for questions on their specific situation. 




