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Retirement Plan Sponsor  
Frequently Asked Questions

Can I reduce, suspend or eliminate my employer contribution for the year?

It depends on whether your plan document requires mandatory contributions to be 
made or whether the plan document allows for discretionary contributions. Generally, 
discretionary contributions can be stopped or suspended at the employer’s discretion; 
however, mandatory contributions such as safe harbor match and safe harbor non-
elective contributions have special rules for stopping or suspending them mid-year. If 
you need to give serious consideration to suspending your safe harbor contributions, 
please contact us at HBKS Wealth Advisors and we will work with you and the 
appropriate administrative firm servicing your plan to determine feasibility. Under 
adverse business conditions safe harbors can be suspended with a 30-day notice.

Can my employees suspend or reduce their deferral contributions for  
the year? 

Most plans have administrative procedures written into the plan document that dictate 
how often employees can change their deferral elections and most plans allow an 
employee to stop deferral contributions at any time. You will want to document your 
employee’s change in deferral election to keep with your permanent plan files. You can 
also generally change your administrative procedures at any time to allow for more 
frequent deferral election changes if you provide notice to your plan participants of 
the change.

How can my employees access their plan assets if needed in the event of a 
COVID-related hardship?

In-service distributions — This is a distribution paid directly to or rolled over to 
another qualified plan, including individual retirement accounts, for participants 
who are still actively employed by the plan sponsor. Some plans permit in-service 
distributions for participants as early as age 59 ½. Others have a normal retirement date 
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set for an older age such as age 65. We can help you determine what the  
in-service distribution age is for your plan. Please contact your administrative firm  
or HBKS® directly.

Hardship distributions  — Many plans permit hardship distributions to employees 
under certain statutory circumstances that constitute immediate and heavy financial 
need. These could include medical costs, payments required to prevent eviction or 
foreclosure, or cost attributable to qualified federal disasters. Your administrative firm 
or HBKS® can help you determine if your plan currently offers hardship distributions. 
Importantly, traditional hardship distributions are subject to income taxes and 
potentially the 10 percent penalty if distributions are taken prior to age 59 ½.

CARES Act Coronavirus-related distributions, special provisions — The recently 
passed CARES Act waives the 10 percent penalty on withdrawals from qualified 
retirement plans up to $100,000 for an individual who meets the following 
requirements:

• Is diagnosed with COVID-19;

• Whose spouse or dependent is diagnosed with COVID-19;

• Experiences adverse financial consequences as a result of: 

 Being quarantined, furloughed, laid off, having hours reduced.

 Being unable to work due to lack of childcare due to COVID-19.

 Closing or reducing hours of a business owned or operated by an individual  
due to COVID-19. 

Individuals have the option to pay income taxes on the income from the distribution 
over a three-year period or repay the amount back to the plan — tax-free — over a 
three-year period. Repayments are not subject to the contribution limits.

Plan loans — If the plan allows for loans, participants can borrow against their plan 
assets and pay the loan back via payroll deduction. Traditionally, these loans have  
been a maximum of $50,000 or 50 percent of the participant’s vested account 
balance. Again, as a result of the CARES Act, participants with plans that offer loan 
provisions now can borrow the lesser of $100,000 or 100 percent of the participant’s 
vested account balance. The act also allows participants with outstanding loans  
to delay any loan payments due during the balance of 2020 for up to one year. To 
qualify a participant must meet the same criteria as previously outlined for COVID-
related distributions.

Do I have to continue to meet the DOL payroll deposit timing rules that 
apply with respect to employee deferrals and loan repayments?

Yes. The current crisis does not reduce the plan sponsor’s fiduciary obligation related 
to depositing employee contributions in a timely manner. Further, the recently 
passed CARES Act did not provide any relief in this area, and so the Department of 
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Labor regulations remain in place. These regulations require plans with fewer than 
100 participants to deposit employee deferral and loan repayments no later than 
7 business days after the payroll date and large plans to deposit deferrals and loan 
repayments as soon as possible. Notify your record keeping firm and third-party 
administrator immediately if there are circumstances beyond your control that 
prevent you from making timely deposits. You can of course feel free to contact your 
representative at HBKS® as well. You will want to thoroughly document the situation in 
case of audit. 

Are employees allowed to suspend their retirement plan loan payments 
during this time? 

Under normal loan rules, employees who are on a bona fide leave of absence can 
suspend their loan repayments for up to one year provided the loan does not go 
past the original 5-year maximum maturity date. Interest continues to accrue while 
payments are suspended. 

As noted above however, participants with current, outstanding loans can delay any 
loan payments due during the balance of 2020 for up to one year. However, in order to 
qualify for this suspension of payments the participant must meet the same criteria as 
outlined above under COVID-related distributions.

I have had to lay off several employees, now what? 

Generally, a layoff is considered a termination of employment and terminated 
employees have access to distributions from their retirement plan. In addition, if  
you lay off more than 20 percent of your workforce a partial plan termination may 
occur where all affected participants must become 100 percent vested in their 
retirement accounts. 

What happens if I hire back an employee I had to lay off? 

Generally, if the eligible employee had already satisfied the eligibility requirements, the 
employee must re-enter the plan on the later of (1) the entry date on which they would 
have entered the plan had there been no severance of employment or (2) the date of 
their re-employment unless the break in service rules apply.
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Investment advisory services are offered through HBK Sorce Advisory LLC, doing business as HBKS Wealth Advisors. NOT FDIC INSURED - NOT 
BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY

The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address any individual facts and circumstances. As such, it cannot be 
relied on as providing any investment advice. If you would like investment advice regarding your specific facts and circumstances, please contact a qualified financial advisor.
Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should not be assumed that future performance of any specific investment, 
strategy or allocation (including those recommended by HBKS® Wealth Advisors) will be profitable or equal the corresponding indicated or intended results or performance level(s). Past performance of any security, 
indices, strategy or allocation may not be indicative of future results. 
The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from or prepared by other sources. It has not been independently 
verified, but was obtained from sources believed to be reliable. HBKS® Wealth Advisors does not guarantee the accuracy of this information and does not assume liability for any errors in information obtained from or 
prepared by these other sources.
HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if you wish to receive legal, accounting or tax advice.
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