
401(k) Make-Up Plan

Restoring Benefits
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The primary purpose for sponsoring nonqualified benefits continues to be 
restoring benefits lost to regulatory limits. A nonqualified deferred compensation 
plan provides an employee the option to forego current compensation for 
payments during retirement.

The federal 401(k) Contribution Limit cuts off the amount individual participants may defer in a 
401(k) plan ($15,500 in 2007) IRC §402(g); as well as anti-discrimination testing results, the 
Non-Discrimination Limits, that curtail highly compensated employees’ deferrals and matches to 
an amount based on non-highly compensated employees’ deferral rates IRC §401(k)(3) & 
401(m). This affects the allowable deferral amounts for management and executive employees.

Select highly compensated executives who 
surpass the IRC 401(a)(17) limits can  
make-up the loss in 401(k) allowable 
deferrals.
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