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Tax Qualified 
Retirement Plan Basics

 The plan is a separate legal entity not subject to the claims of plan sponsor creditors.

 The assets accumulated under the plan are for the exclusive benefit of plan 
participants and their beneficiaries.

A broad-based retirement program sponsored by employers:



Tax Qualified Retirement Plan Basics

The plan sponsor receives a current tax deduction 
for contributions to the plan (generally capped at 

25% of eligible wages).

Plan participants can contribute pre-tax or Roth 
salary deferral contributions to a 401(k) plan.

A broad-based retirement program sponsored by employers:



A broad-based retirement program sponsored by employers:

Participants’ account balances grow tax 
deferred until withdrawn from the plan 
(unless the participant is making Roth or 
after-tax contributions).

Access to participant accounts is 
generally limited while employed.

Tax Qualified Retirement Plan Basics



Tax Qualified 
Retirement Plan Basics

Tax Qualified Retirement Plans 
are subject to significant IRS, 
DOL, and ERISA regulations.



2023 Annual 
Addition

Limitation

2023 Salary 
Deferral 

Contribution
Limit

2023 Catch-Up 
Contribution 

Limit (for those age 
50 or older)

There are significant 
limitations on annual 
contributions to a defined 
contribution plan:

$66,000 $22,500 $7,500



Non-Qualified Benefit Plans for 
Today’s Key Employee



 Owners see the importance today

 Replacement costs

 Synergy with employees, vendors, 

and customers

 Company growth contributor

 High level of loyalty

 Motivated to work

The Value of a Key Employee



 Qualified vs. Non-Qualified (NQ)

 Promise to pay money in the future

 Recruit, retain, & reward key employees

 Employee $ versus employer $

 Select group (10%-15% max)

 Different levels/plans

 Tax deduction in back-end

What is a Non-Qualified Benefit?



LS Benefits Background

Owner of LS Benefits 
Group

Practicing non-qualified 
benefits plans for almost 

30 years

Principles of NQ plans

Created the bonus grant 
around traditional plan 

problems

Small companies to 
large ones



How Does the Bonus Grant Work?

Type of non-qualified benefit plan

Employee & company performance

$ determined 1st quarter for prior year

IOU from company

7-10 year payout dates

Death benefit for family

Lump sum or 3-year payout

Additional contract



Life Events vs. Retirement Plans

Key… not a 
retirement 

benefit
7-10 

year focus

College 
funding, 2nd

home, debt, 
NQ savings

Turning grant 
into

guaranteed 
income

Multiple
Contract
strategy



Partners & Roles

Regional Attorneys

• Bonus grant document

• $1,200 - $1,700 one time

• Customized document (TBD)

Regional CPAs

• Annual reporting – liability/employee 
statements

• $1,000 per year (5 employees)

• Work with Clark Schaefer Hackett for 
Administration



Sample Statement



Sample Crediting Page



Phantom Stock Plans for CFOs

Payout 
options

Owners 
desiring to 
incentivize 
stock value

Not for 
most 

employees

Establish 
share price 
and reward 
for above 

growth

Funding & 
protection 

considerations



Liability Funding

• No reserves/worry about later

• Sinking fund/cash

• Investment portfolio

• Bonds

• Institutional COLI/protection

• Employee desire to be conservative

*Need to have good cash flow/balance sheet



Ideal Client

 Manufacturing/distribution-like

 ESOPs

 Moderate income earners

 Privately owned

 Interested in SIMPLE

 Prepping to sell (increased value)

 Transitional planning



Employee NQ Bonus 
Grant Testimonials



Sample NQ Client List

Sinking 
fund/cash

Bonds

Institutional 
COLI/protection

Employee 
desire to be 
conservative
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