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Testing for ERISA Plans 
 
Compliance testing helps identify operational issues that may not meet the standards related to how the plan 
provisions are administered under the plan document. Plan compliance tests are required for the plan as a 
whole and usually are based on comparisons made between the Non-Highly Compensated Employees 
(NHCE) and Highly Compensated Employees (HCE). 
 
Compliance testing can be performed by a variety of professionals such as third party 
administrators, attorneys or CPAs. Included in the responsibilities of the plan administrator is the 
coordination and oversight of these requirements. 

 
There are numerous plan compliance tests. Depending on the type of plan your organization sponsors, 
some or all of the tests listed below may be required. 
 
Basic Test Test Description Profit 

Sharing 
Money 

Purchase 
401(k) 401(k) 

Safe 
Harbor 

403(b) 403(b) 
Safe 

Harbor 
IRC 402(g) 
(Pretax or 
Roth) 

Limits the maximum amount an 
individual can defer in a calendar 
year. 

  X X X X 

IRC 415(c) Limits annual additions to 
individuals in a limitation year as 
defined by the plan document; 
includes employee and employer 
contributions as well as forfeiture 
allocations. 

X X X X X X 

IRC 410(b) 
ratio % 

Coverage test based on ratio 
percentage testing to ensure plan 
benefits are available on a non-
discriminatory basis to all 
employees. For 403(b) plans this 
only applies to employer 
contributions 
(not salary reduction 
contributions). 

 
X 

 
X 

 
X 

 
X 

 
X 

 
X 

IRC 410(b) 
average 
benefits 

Coverage test based on average 
benefits testing to ensure plan 
benefits are available on a non- 
discriminatory basis to all 
employees. For 403(b) plans this 
only applies to employer 
contributions (not salary reduction 
contributions). 

 
X 

 
X 

 
X 

 
X 

 
X 

 
X 

IRC 401(k) 
ADP 

Compares the average deferral 
percentage of highly compensated 
employees (for the current year) to 
that of the non-highly 
compensated employees (for the 
prior year, unless the plan 
provides for current year testing). 

  X    
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Basic Test Test Description Profit 
Sharing 

Money 
Purchase 

401(k) 401(k) 
Safe 

Harbor 

403(b) 403(b) 
Safe 

Harbor 
IRC 401(m) 
ACP 

Compares the average 
(matching or after-tax) 
contribution percentage of 
highly compensated 

X X 

IRC 416 
(Top Heavy) 

Test of key employees’ 
account balances to ensure 
they do not exceed 60% of all 
account balances for all 
defined contribution plans. 

X X X 

IRC 
401(a)(17) 

Limits individual annual 
compensation to a maximum 
amount for certain plan 
purposes. 
For 403(b) plans this only 
applies to employer 
contributions (not salary 
reduction contributions). 

X X X X X X 

IRC 414(s) Test definition of plan 
compensation to ensure it is 
non-discriminatory. For 
403(b) plans this only applies 
to employer contributions 
(not salary reduction 
contributions). 

X X X X X X 

IRC 
401(a)(4) 

X X X X X X 

Note: Church Plans are exempt from Title I of ERISA unless an election under IRC 410(d) is made to have it 
apply. This election is irrevocable. If you have a Church Plan electing ERISA status, contact Consulting 
Services to learn additional IRC requirements. Employees participating in 403(b) Church Plans are provided a 
special exemption from the normal 415(c) limit. They may have annual additions up to $10,000, regardless of 
their compensation (subject to a lifetime aggregate of $40,000). This summary has been prepared for general 
informational purposes only. It is not intended to be nor to act as a substitute for legal or tax advice. Plan 
sponsors should consult their legal counsel for advice concerning their specific facts and circumstances. 

employees (for the current year) 
to that of the non-highly 
compensated employees (for the 
prior year, unless the plan 
provides for current year testing). 

Test to ensure participant 
allocations of employer 
contribution are non-
discriminatory for non-safe 
harbor employer contributions. 
For 403(b) plans this only 
applies to employer 
contributions (not salary 
reduction contributions.
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