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Combo Plans: What Advisors Need to Know

For the right employer, a “combo plan” can create a powerful On-Going Administration Matters:

opportunity to increase deductible contributions and accelerate These arrangements require annual attention to a multitude

retirement savings. of testing and valuation requirements to ensure compliance
and proper funding. They work best with open

What is a Combo Plan? communications between all plan and business advisors so

A combo plan generally combines a defined contribution plan changes related to staffing, business ownership, or business

and a defined benefit plan for the same employer or controlled revenue can be evaluated timely for optimal results.

group. A common combo design pairs a safe harbor 401(k)
plan with a cash balance plan. The 401(k) plan allows salary
deferrals and employer contributions, while the cash balance

plan can support much larger actuarially determined contribu- Where Actuarial TPA Firms Can Help:
tions, often favoring older owners. Combo plans can be some of the most valuable arrange-
ments a client can implement, but it's important to have

Example. A 55-year-old business owner with $360,000 of professional help. Poor designs can produce failed
annual compensation sponsors a 401(k) plan and a cash testing, unexpected minimum required contributions,
balance plan. She receives employer contributions to the missed funding targets, or structures that were never
401(k) plan of $21,600 and makes $24,500 of elective realistic given staff demographics. TPAs that have both
deferrals and $8,000 of catch-up contributions. Her total 401(k) and actuarial expertise are often the professionals
contributions to the 401(k) plan are $54,100. The cash best positioned to help clients establish well-designed plans
balance plan might separately support a much larger ac- and ensure proper testing and administration.

tuarially determined contribution, for example, $260,000.

Compliance Framework:

Combo plans require coordination under several Code provi-
sions, including Section 404 (deduction limits, including coordi-
nation between DB and DC plans), Section 415 (defined benefit ‘(jzenu'ndm .
and defined contribution limits), Section 401(a)(4) (nondiscrim- O
ination) and Section 410(b) (coverage). In many cases, the
plans are tested on a combined basis, rather than plan-by-plan,
to demonstrate the overall arrangement does not discriminate
in favor of highly compensated employees. The defined ben-

efit component also introduces minimum funding and actuarial
considerations that do not exist in a stand-alone 401(k) plan.

*  May 15, 2026. Quarterly benefit statements for
participant-directed individual account plans are
generally furnished by this date for the quarter
ended March 31, 2026.
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