
FREQUENTLY ASKED 
QUESTIONS 
 
Q: Am I required to fund matching or profit-sharing 
contributions to my plan? 
 
A: No. The plan may be totally discretionary for both the 
matching or profit-sharing contributions. 
 
Q: What is the advantage of sponsoring a 403(b) plan? 
 
A: A 403(b) plan allows both employer and employees to save 
for retirement on a pre-tax basis. The dollars contributed to 
the plan are deductible for federal and most state taxes Assets 
accumulate on a tax deferred basis with no tax paid until funds 
are distributed. 
 
Q: Are there any limits on salary deferral contributions? 
 
A: Yes. For 2020 the limit is $19,500 or 100% of pay, 
whichever is less. There is also a $6,500 catch up contribution 
that can be made by any participant that is age 50 or older 
during the year. 
 
Q: What is the maximum amount that may be contributed 
to the plan by the employer? 
 
A: The maximum contribution is 25% of covered pay for all 
plan participants. This amount does not include salary 
deferrals. The maximum that may be credited to any 
participant is the lesser of 100% of pay or $57,000 for 2020 
Catch up contributions are in addition to the $57,000 cap. 
 
Q: Who may sponsor a 403(b) plan? 
 
A: Only for 501(c)(3) not for profit employers, and some 
governmental employers. 
  



WHAT IS A 403(B) PLAN? 
 
403(b) is a special type of tax-sheltered plan that is 
flexible, cost effective, and enormously popular with 
employees of non-profit and governmental employers. 
It offers flexible and fully tax-deductible contributions 
together with tax sheltered growth of plan assets. 
 
A 403(b) plan may have both a profit sharing and a 
matching contribution, in addition to salary deferrals. 
This type of plan can be effective in holding down the 
cost of providing benefits to employees. 
 
WHAT EMPLOYERS MAY SPONSOR A 
403(B) PLAN 
 
Not for profit employers who are 501(c)(3) employers 
may sponsor a 403(b) plan. Governmental employers’ 
sponsorships are limited to educational and health care 
employees. 
 
MAY A MATCHING CONTRIBUTION BE 
ALLOCATED? 
 
• Matching contributions may be allocated based on 

salary deferrals made by the employee. 
 

• Matching contributions may be tiered. One level of 
matching for the first level of salary deferrals plus 
another level for the next level of salary deferrals. 
Matching contribution levels may be capped. Only 
employee deferrals, up to a certain dollar or 
percentage of pay level, will be matched. 

WHAT ARE THE PLAN SPONSOR 
RESPONSIBILITIES? 
 
The plan sponsor under a 403(b) program has the 
following responsibilities: 
 
• Plan Document: Beginning January 1st of 2010 

all plans must have a document in place that 
describes the features of the plan. The document 
must include the various investment options that 
are to be utilized. 
 

• Information Sharing: The plan sponsor is 
responsible for coordinating the various 
investment vendors. Such things as hardship and 
loans must be consistent from vendor to vendor. 
Each vendor must sign a sharing agreement with 
the plan sponsor to be able to take pre-tax 
deferrals. 
 

• Universal Availability: Plan sponsors will be 
required to provide universal availability to all 
eligible employees. Failure to provide this to 
employees will cause the plan to no longer accept 
pre-tax contributions. Plan sponsor may be 
required to provide proof of universal eligibility 
Church related employers are not subject to this 
provision. 
 

• Required Filings: ERISA plan sponsors must file 
a form 5500 for the plan each year. 

 

OTHER FEATURES 
 
Vesting. Employer profit sharing and/or matching can 
be subject to vesting schedule. This schedule 
determines the percentage of the employer account 
balance that will be available to an employee upon 
termination. 
 
Loans. The plan may allow employees to borrow 
against their employee and/or employer balance. 
These loans are generally to be repaid within 5 years. 
The interest paid is returned to the employee's account 
balance. 
 
Rollovers. The plan may be designed to accept 
rollovers from other qualified plans. This feature allows 
new employees to transfer accounts from a prior 
employer even before they are eligible for entry into 
your plan. 
 
HOW MUCH DOES IT COST? 
 
Administrative costs for any plan are twofold, the 
internal cost of payroll deductions and other tasks to 
generate information, and the cost of a plan 
administrator. We have the ability to work with either a 
single vendor or multiple vendors. We can co-ordinate 
the various vendors in a multiple vendor environment. 
We are a fee for service company and our fees are 
based on the work performed and not on the asset or 
contribution levels. We will provide a fee schedule for 
your plan upon request. Our staff is trained to help 
minimize the effort required to maintain a first-class 
retirement plan. In addition, we have alliances with 
various trust companies and mutual funds to make 
administration easy for you, the plan sponsor. 
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