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Profit Sharing Plans – Where’s The Sizzle? 
 
Profit sharing plans are the plain vanilla of qualified retirement plans – or are they?  The traditional profit sharing plan allocates a 
discretionary deposit, as determined by the plan sponsor, based on each eligible employee’s compensation.  Some plans take Social 
Security into consideration when making that allocation which provides a slightly higher contribution for the higher paid employees, 
usually the owners and key employees.  Over the years alternatives to this allocation approach have developed resulting in a more 
favorable allocation, i.e. a higher percent allocation to those owners and key employees.  Illustrated below is a traditional profit 
sharing plan and one allocated in accordance with a more favorable approach.  Call for a custom illustration. 
 
     Traditional Profit Sharing Plan 

   

Pe rce n t
A ge Sa la ry A lloc a tio n Allo c at ion

S te ve 5 5 2 45 ,0 0 0$       4 9,0 00$       35 .46 %
M ic ha el 4 9 75 ,0 0 0          1 5,0 00        10 .85 %
A le x 3 8 60 ,0 0 0          1 2,0 00        8 .68 %

3 80 ,0 0 0$       7 6,0 00$       54 .99 %

C a ro l 2 6 25 ,0 0 0$         5,0 00$         3 .62 %
S co tt 2 7 45 ,0 0 0          9,0 00          6 .51 %
A rth ur 2 8 22 ,0 0 0          4,4 00          3 .18 %
M ar y An n 3 7 38 ,0 0 0          7,6 00          5 .50 %
Jo na th an 4 7 55 ,0 0 0          1 1,0 00        7 .96 %
R e b ec c a 2 2 41 ,0 0 0          8,2 00          5 .93 %
S usa n 3 3 27 ,0 0 0          5,4 00          3 .91 %
Jo a n 4 1 25 ,0 0 0          5,0 00          3 .62 %
S ta nle y 3 9 15 ,0 0 0          3,0 00          2 .17 %
S tua rt 2 9 18 ,0 0 0          3,6 00          2 .60 %

3 11 ,0 0 0$       6 2,2 00$       45 .01 %
6 91 ,0 0 0$       13 8,2 00$     1 00 .00 %  

      
    Safe Harbor 401(k) with Cross Tested Profit Sharing 

C ro ss T o ta l
E m p loye e E m p lo yer T e s te d P S T o ta l E m p loy er

A ge S a la ry D e fe rral N on e lec tiv e C on tr ib utio n D e p os it D e p os it

S te ve 5 5 2 45 ,0 0 0$       2 2,0 00$       7 ,35 0$        2 5,1 50$       54 ,50 0$          5 4 ,5 0 0$       
M ic ha el 4 9 75 ,0 0 0          1 6,5 00        2 ,25 0          1 6,5 00        35 ,25 0            3 5 ,2 5 0        
A le x 3 8 60 ,0 0 0          1 6,5 00        1 ,80 0          3 ,7 50          22 ,05 0            2 2 ,0 5 0        

3 80 ,0 0 0$       5 5,0 00$       11 ,40 0$      4 5,4 00$       1 11 ,80 0$        11 1 ,8 0 0$     

C a ro l 2 6 25 ,0 0 0$         7 50$            75 0$           5 00$            2 ,00 0$            1 ,2 5 0$         
S co tt 2 7 45 ,0 0 0          2,5 00          1 ,35 0          9 00             4 ,75 0              2 ,2 5 0          
A rth ur 2 8 22 ,0 0 0          1,0 00          66 0             4 40             2 ,10 0              1 ,1 0 0          
M ar y A n n 3 7 38 ,0 0 0          3,0 00          1 ,14 0          7 60             4 ,90 0              1 ,9 0 0          
J o na th an 4 7 55 ,0 0 0          5,0 00          1 ,65 0        1 ,1 00        7 ,75 0             2 ,7 5 0        
R e b ec c a 2 2 41 ,0 0 0          -              1 ,23 0          8 20             2 ,05 0              2 ,0 5 0          
S usa n 3 3 27 ,0 0 0          1,2 00          81 0             5 40             2 ,55 0              1 ,3 5 0          
J o a n 4 1 25 ,0 0 0          1,0 00          75 0             5 00             2 ,25 0              1 ,2 5 0          
S ta nle y 3 9 15 ,0 0 0          -              45 0             3 00             75 0                 7 5 0             
S tua rt 2 9 18 ,0 0 0          1,0 00          54 0             3 60             1 ,90 0              9 0 0             

3 11 ,0 0 0$       1 5,4 50$       9 ,33 0$        6 ,2 20$         31 ,00 0$          1 5 ,5 5 0$       
6 91 ,0 0 0$       7 0,4 50$       20 ,73 0$      5 1,6 20$       1 42 ,80 0$        12 7 ,3 5 0$     

O w n ers  % 8 7.7 9%  
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