Plan Sponsor Relief for Mandatory Safe Harbor Contributions
The IRS has proposed rules (REG-115699) that would permit employers affected by substantial business hardship to decide mid-year to reduce or suspend nonelective contributions to safe harbor 401(k) and 403(b) plans.  In order to be eligible to reduce or suspend the nonelective contribution, the employer would be required to provide a notice to participants at least 30 days prior to the change, as well as meet other requirements. Previously issued final regulations under Treas. Reg. 1.401(k)-3 address an employer’s ability to reduce or suspend safe harbor matching contributions in light of a business hardship. 

These regulations are proposed to be effective for amendments adopted after May 18, 2009. Taxpayers may rely on these proposed regulations for guidance pending the issuance of final regulations. If, and to the extent, the final regulations are more restrictive than the guidance in these proposed regulations, those provisions of the final regulations will be applied without retroactive effect. 
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