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NEW COMPARABILITY PLANS 
ADD-ON FEATURE CAN HELP YOU SAVE MORE 
 
 
As we have seen in recent months and years, the hiring market can change 
significantly and rapidly. One proven way to attract and retain a talented 
workforce is by offering a robust benefits package and retirement plan 
options. A New Comparability Plan add-on can be utilized so that employers 
can create customized retirement plan contributions for different groups of 
employees, which allows them to reward select groups with higher 
contributions while still offering healthy employer contributions to other 
groups of employees. 
 

What is a New Comparability Plan? 
A New Comparability (“New Comp”) Plan is an add-on 
feature to a 401(k) plan that can maximize retirement 
contributions for highly-compensated employees (HCEs) 
and owners regardless of how much non-HCEs save in 
the plan.  New Comp Plans can help solve the problem 
many traditional 401(k) plans face when non-HCEs’ 
average savings rate is low, and discrimination testing 
forces HCEs and owners to save less than they would 
like.  New Comp Plans are an enhancement that can 
provide benefits very efficiently to owners and HCEs 
who are facing this challenge. A New Comp Plan can also 
be set up as a standalone profit-sharing plan for 
employer contributions only. 
 

How Do These Plans Work? 
New Comp Plans allow employers to make separate retirement plan contributions for 
different groups of employees.  Groups can be created for Owners, other HCEs and non-
HCEs.  Employees can also be grouped on other criteria based on business goals.  For 
example, a company can create groups that are separated by job classifications or job titles. 
In all cases, contributions made to each group are allocated among the employees in each 
group based on salary. 
 

What Type of Business Should Adopt These Plans? 
Because the Internal Revenue Code requires New Comp Plans to pass an annual discrimination 
test, these plans work best for employers whose owners and HCEs are older (on average) than 
the company’s other employees. 
 

NEW COMP PLAN 
ADVANTAGES 

 Multiple owners can save in 
different ways 

 Owners may contribute up to 
$73,500 for 2023 (assuming 
employee catch-up 
contributions) 

 Contributions are Discretionary 
 Can be a Stand-Alone Plan or 

part of a 401(k) Plan 
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Are Contributions Required? 
No. Contributions can be increased, decreased, or even eliminated in future years, making New 
Comp Plans very flexible for employers not wishing to make a commitment to an annual 
contribution.  
 

Illustration 
Depending on the company’s demographics, contributions to HCE accounts can be made 
efficiently while still providing benefits to non-HCEs and meeting testing requirements.  The 
following example provides an illustration of how a New Comp Plan could work. 
 
This example shows a company with one owner, one executive (HCE), and five other employees 
(non-HCEs) for a total of seven employees who are eligible to participate in the plan.  The owner 
wanted to maximize her contributions to the retirement plan.  She was able to adjust the 
executive’s New Comp contribution to an amount she wanted to bonus.  In this scenario, the 
result is that the owner ends up with 69% of the New Comp contribution. 
 
 

 
Age 

Annual 
Salary 

401(k) – 
Employee 
Deferral 

401(k) – 
Employer 
3% Contribution 

401(k) 
Total 

New Comp: 
Employer 
Contribution 

Total 
Contributions 
to Employees 

Owner 56 $275,000 $30,000 $8,250 $38,250 $35,250.00 $73,500.00 
Executive 47 $150,000 $22,500 $4,500 $27,000 $10,000.00 $37,000.00 
Employee 1 40 $   52,000 $   1,560 $ 1,560 $   3,120 $       738.40 $   3,858.40 
Employee 2 35 $   48,000 $   1,440 $ 1,440 $   2,880 $        681.60 $   3,561.60 
Employee 3 30 $   40,000 $   1,200 $  1,200 $   2,400 $       568.00 $   2,968.00 
Employee 4 28 $   35,000 $   1,050 $  1,050 $    2,100 $       497.00 $    2,597.00 
Employee 5 25 $   32,000 $      960 $     960 $    1,920 $      454.40 $    2,374.40 
Totals  $632,000 $58,710 $18,960 $77,670 $48,189.40 $125,859.40 

 
 
 
 
 
 
 

For More Information 
For more information or assistance, please contact our Corporate Retirement team at 210–
745–6393, toll-free at 1–888–757–2104, or CorporateRetirement@BFGonline.com. 
 

 

BusinessFinancialGroup.com  
210-495-8474 / 1-888-757-2104 

Business Financial Group provides corporate services, including human 
resources consulting, compliance and administration support, payroll and 
employee benefit program development and maintenance. We also 
provide group retirement and personal financial planning services. 

Securities and advisory services offered through Commonwealth Financial Network®, Member FINRA/SIPC, a Registered Investment Adviser. Human 
resource consulting, payroll services, life and health insurance and tax credit services offered by Business Financial Group Human Resources 
Management are separate and unrelated to Commonwealth. Business Financial Group is located at 500 North Loop 1604 East, Suite 250, San Antonio, 
Texas 78232. 

 


