
annual DB 
benefit 

determined 
under plan 
document

§415(b)(1)(A) 
Dollar 

limit for DB 
Plans

§415(b)(1)(B) 
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limit for DB 
Plans
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a participant's 
annual benefit from 

a DB plan

LESSER OF

annual DC 
allocation 

determined 
under plan 
document

§415(c)(1)(A) 
Dollar 

limit for DC 
Plans

§415(c)(1)(B) 
Compensation 

limit for DC 
Plans

a participant's 
annual contribution 

in a DC plan

LESSER OF



yesyesyes

greater of
plan straight life annuity 

equivalent payable at the 
same annuity starting 

date
or

equivalent SLA using 
5.5% interest and 

applicable mortality
or 

equivalent SLA using 
applicable interest and 
applicable mortality and 

then divided by 1.05
§1.415(b)-1(c)(2); look at all 

12 examples at 
§1.415(b)-1(c)(6) for a 

complete understanding

see special rules for 
ASDs in 

2004 or 2005

annual DB  
benefit 

determined 
under plan 
document

are there employee 
contributions or 

rollovers?

determine annual benefit 
under the plan document

exclude employee 
contributions and 

rollovers from calculation
§1.415(b)-1(b)(1)(ii)

are there multiple 
annuity starting dates?

must consider previous 
benefits paid 

§1.415(b)-1(b)(1)(iii)

are there transferred 
assets?

generally, the benefits 
must be aggregated

§1.415(b)-1(b)(3)(i)

annual DB benefit 
determined under 

plan document

until final regulations at 
§1.415(b)-2, use good 

faith compliance 
Preamble in T.D. 9319

no no no
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yes

no

yesyes

§415(b)(1)(A) 
Dollar 

limit for DB 
Plans payable 

as a straight life 
annuity (or not subject to 

adjustments under
§1.415(b)-1(c)(4) 

and (5))?

does 
participant 

have at least 10 years 
of credited 

Participation?

greater of
plan straight life annuity 

equivalent payable at the 
same annuity starting 

date
or

equivalent SLA using 
5.5% interest and 

applicable mortality
or 

equivalent SLA using 
applicable interest and 
applicable mortality and 

then divided by 1.05
§1.415(b)-1(c)(2); look at all 

12 examples at 
§1.415(b)-1(c)(6) for a 

complete understanding

see special rules for 
ASDs in 

2004 or 2005

multiply by 1/10 for each 
year of Participation 

(enough elapsed time to 
accrue a benefit and 

eligible for at least one 
day in the period)

§1.415(b)-1(g)(1)

§415(b)(1)(A) 
Dollar 

limit for DB Plans

no
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Annual Benefit is 
$160,000, as adjusted 

under 
§415(d)

are there transferred 
assets?

no

greater of
plan straight life annuity 

equivalent payable at the 
same annuity starting 

date
or

equivalent SLA using 5% 
interest and applicable 

mortality
§1.415(b)-1(c)(2); look at all 

12 examples at 
§1.415(b)-1(c)(6) for a 

complete understanding

no

Is it payable between 
ages 62 and 65?

lesser of 
Dollar limit adjusted 

using 5% interest and 
applicable mortality

or
Dollar limit multiplied by 
Adjustment Ratio (plan 
Ret. Age benefit / plan 

Age 62 benefit)
§1.415(b)-1(d)(1), 

look at all 6 examples at 
§1.415(b)-1(d)(7) for a 

complete understanding

See special rules for  
mortality adjustments - 
no mortality for benefits 
that are nonforfeitable

 See special rules for 
governmental plans and 

for airline pilots

lesser of 
Dollar limit adjusted 

using 5% interest and 
applicable mortality

or
Dollar limit multiplied by 
Adjustment Ratio (plan 
Ret. Age benefit / plan 

Age 65 benefit)
§1.415(b)-1(e)(1), 

look at all 3 examples at 
§1.415(b)-1(e)(4) for a 

complete understanding

See special rules for  
mortality adjustments - 
no mortality for benefits 
that are nonforfeitable

is the plan: 
governmental, 

multiemployer or 
collectively 
bargained?

is it subject 
to §417(e)(3)?

yes no

is it payable 
before age 62?

yes no



yes

no

no

no

yes

no

no
yes

no

yes

yes

Divide the aggregate 
compensation for 

highest consecutive 3 
years by 3

§1.415(b)-1(a)(5)(i)

Divide the aggregate 
compensation by 

fractional years worked
§1.415(b)-1(a)(5)(ii)

§415(b)(1)(B) 
Compensation  

limit for DB 
Plans

Has the participant 
earned at least 3 full 

year's worth of 
compensation?

does 
participant 

have at least 10 years 
of credited Service?

multiply by 1/10 for each 
year of Service 

(determined on a 
consistent and 

reasonable basis)
§1.415(b)-1(g)(2)

§415(b)(1)(A) 
Compensation 

limit for DB Plans

Final §415 Regulations 
Barry Kozak, July 20, 2007

page 4

determine participant's 
compensation history for 

each full 12 month 
period, where each 

year's compensation is 
limited to the 

§401(a)(17) limit
§1.415(b)-1(a)(5)(iii), 
see grandfather rules 

as of 4/5/2007 
at §1.415(a)-1(g)(4), see 

clarification of service before 
plan was effective under PPA

is annual 
benefit under 

§415(b)(1)(B) more 
than $10,000?
§1.415(b)-1(a)(7)

is the plan: 
governmental, 

multiemployer or 
collectively 
bargained?

there is NO
§415(b)(1)(B) 
Compensation 

limit
§1.415(b)-1(a)(6)

Has the participant 
ever particpated in a 

DC plan maintained by 
the employer?

did the 
participant's total 

annual benefit from all 
DB plans of the 
employer ever 

exceed 
$10,000?  

 use $10,000, if plan is 
drafted to allow it

use the participant's 
average compensation

no

yes

 See 
§415(c)(3)
definition of 

Compensation 



yes yes

no
yes

no

yes

no

§415(c)(1)(A) 
Dollar  limit for 

DC Plans
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§415(c)(1)(A) 
Dollar  limit for DC 

Plans

Annual Addition is 
$40,000, as adjusted 

under §415(d)

See 
Annual 

Additions 
in DC Plans

§415(c)(1)(B) 
Compensation  

limit for DC 
Plans

§415(c)(1)(B) 
Compensation  

limit for DC Plans

Annual Addition is 100% 
of compensation

See 
Annual 

Additions
in DC Plans

 See 
§415(c)(3)
definition of 

Compensation 

Is the plan a church 
plan 

(§415(c)(7)(A))?

See special 
§415(c)(1)(A) 
Dollar  limit for 

Church DC Plans
§1.415(c)-1(d)

there is no 
§415(c)(1)(B) 
Compensation  

limit for DC Plans
§1.415(c)-1(e)

Is the plan an ESOP 
plan as described at

(§1.415(c)-1(f))?

is the plan 
an individual medical 

benefit account 
(§415(c)(7)(A))?

is it a
 post-retirement 
medical benefits 

account for a Key 
Employee 

(§419A(d)(1))?



Annual 
Additions

in DC Plans
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Is the plan an ESOP 
plan as described at

(§1.415(c)-1(f))?

See special Annual 
Addition rules for 
such ESOP Plans

§1.415(c)-1(f)

yes

An Annual Addition 
consists of

(1) employer 
contributions; 
(2) employee 

contributions; and 
(3) forfeitures

§1.415(c)-1(b)(1)(i), 
look at all 5 examples at 

§1.415(c)-1(c) for a complete 
understanding

excess contributions 
under §401(k)(8)(B) are 

considered as AAs
§1.415(c)-1(b)(1)(ii)

 
direct transfers, 

reinvested ESOP 
dividends, repaid 

distributions, catch-up 
contributions, restorative 
payments (subject to a 

risk for breach of 
fiduciary duty), excess 

deferrals, rollover 
contributions, loan 

repayments, 
governmental plan buy 
backs, and employee 

contributions to a COLA 
arrangement are not 
considered as AAs

§1.415(c)-1(b)(1)(iii) & (iv),
-1(b)(2), and -1(b)(3)

Employer contributions 
are those allocated 

during the limitation year 
and contributed within 30 

days of due date for 
deduction

§1.415(c)-1(b)(6)(i)(A) & (B)

corrective contributions, 
late contributions to a 
Money Purchase plan 
and USERRA catch-up 

contributions are AAs for 
the LY to which they 

relate (not when made)
§1.415(c)-1(b)(6)(ii)

Annual Additions
in DC Plans



{3}

noyes

§415(c)(3) 
definition of 

Compensation
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Compensation must 
include:

(1) amounts received for 
personal services 

actually rendered in the 
course of employment; 

(2) self-employed 
income defined under 

§401(c); 
(3) employer provided 

health benefits included 
in gross income for 
highly compensated 

employees;
(4) reimbursed moving 

expenses; 
(5) granted nonstatutory 
options included in gross 

income;
(6) amount associated 
with a §83(b) election; 

and 
(7) amount 

constructively 
received  under 

§§ 409A or 457(f)(1)(A)
§1.415(c)-2(b)

Compensation does  not 
include:

(1) elective deferrals 
under §§ 408(k)(6), 

408(p)(2)(A)(i) 
and 457(b); 

(2) exercised 
nonstatutory options or 

vested restricted stock or 
other property; 

(3) sale of statutory 
stock options; 

(4)other amounts that 
receive special tax 

benefits; and
(5) other similar items

§1.415(c)-2(c)

§415(c)(3) 
definition of 

Compensation

Is the 
definition of 

compensation in the 
plan one of the 

following 
three?

§3401(a) wages (for 
withholding), plus 

deferral amounts under 
§§ 125(a), 132(f)(4), 402
(e)(3), 402(h)(1)(B), 402

(k) and 457(b)
§1.415(c)-2(d)(3)

§§ 6041, 6051 and 6052 
wages (reported on 
W-2), which may be 
modified to exclude 
certain reimbursed 
moving expenses

§1.415(c)-2(d)(4)

"simplified compensation"
§1.415(c)-2(d)(2)

{1}

it is a safe harbor 
(subject to subsequent 

guidance from IRS)
§1.415(c)-2(d)(1)

compensation for every 
year must be limited to 

the §401(a)(17) cap
§1.415(c)-2(f)

it is not a safe harbor 
§1.415(c)-2(d)(1)

compensation must 
be paid:

 during the LY (exception 
for elective deferrals)

§1.415(c)-2(e)(1)(i)

in following LY if within 
first few weeks (if 

uniform and consistent)
§1.415(c)-2(e)(2)

after severance if paid 
by the later of 2 1/2 

months after severance 
or the end of the LY that 

includes the date of 
severance (as long as it 

was regular pay, with 
conditions for leave cash 

outs and defered 
compensation )
§1.415(c)-2(e)(3)

see other special rules 
for  governmental plans

§1.415(c)-2(e)(5)

{2}


