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415(b) is consistent with the requirements of
this paragraph (g).
Example 4. (i) G begins employment with
Employer D on January 1, 2003, at the age of
58. Employer D maintains a noncontributory
defined benefit plan which provides for a
straight life annuity beginning at age 65 and
uses the calendar year for the limitation and
plan year. G becomes a participant in Employer D’s plan on January 1, 2004, and works
through December 31, 2009, when G is age 65.
G performs sufficient service to be credited
with a year of service under the plan for each
year during 2003 through 2009 (although G is
not credited with a year of service for 2003
because G is not yet a plan participant). G
begins to receive benefits under the plan during 2010. The plan’s accrual computation period is the plan year. The plan provides that,
for purposes of applying the rules of section
415(b)(5)(B), a participant is credited with a
year of service (computed to fractional parts
of a year) for each plan year for which the
participant is credited with sufficient service
to accrue a benefit for the plan year. G’s average compensation for the period of G’s
high-3 years of service is $200,000. It is assumed for purposes of this example that the
dollar limitation of section 415(b)(1)(A) for
limitation years ending in 2010 is $195,000.
(ii) G has 7 years of service and 6 years of
participation in the plan at the time G begins to receive benefits under the plan. Accordingly, the limitation under section
415(b)(1)(B) based on G’s average compensation for the period of G’s high-3 years of
service that applies pursuant to the adjustment required under section 415(b)(5)(B) is
$140,000 ($200,000 multiplied by 7/10), and the
dollar limitation under section 415(b)(1)(A)
that applies to G pursuant to the adjustment
required under section 415(b)(5)(A) is $117,000
($195,000 multiplied by 6/10).

(h) Retirement Protection Act of 1994
transition rules. For special rules affecting the actuarial adjustment for form
of benefit under paragraph (c) of this
section and the adjustment to the dollar limit for early or late commencement under paragraphs (d) and (e) of
this section for certain plans adopted
and in effect before December 8, 1994,
see section 767(d)(3)(A) of the Uruguay
Round Agreements Act of 1994, Public
Law 103–465 (108 Stat. 4809) as amended
by section 1449(a) of the Small Business
Job Protection Act of 1996, Public Law
104–188 (110 Stat. 1755). The Commissioner may provide guidance regarding
these special rules in revenue rulings,
notices, and other guidance published

in the Internal Revenue Bulletin. See
§ 601.601(d) of this chapter.
[T.D. 9319, 72 FR 16899, Apr. 5, 2007; 72 FR
28854, May 23, 2007]

§ 1.415(b)–2 Multiple annuity starting
dates. [Reserved]
§ 1.415(c)–1 Limitations for defined
contribution plans.
(a) General rules—(1) Maximum limitations. Under section 415(c) and this section, to satisfy the provisions of section 415(a) for any limitation year, except as provided by paragraph (a)(3) of
this section, the annual additions (as
defined in paragraph (b) of this section)
credited to the account of a participant
in a defined contribution plan for the
limitation year must not exceed the
lesser of—
(i) $40,000 (adjusted pursuant to section 415(d) and § 1.415(d)–1(b)); or
(ii) 100 percent of the participant’s
compensation (as defined in § 1.415(c)–2)
for the limitation year.
(2) Defined contribution plan—(i) Definition. For purposes of section 415 and
regulations promulgated under section
415, the term defined contribution plan
means a defined contribution plan
within the meaning of section 414(i)
(including the portion of a plan treated
as a defined contribution plan under
the rules of section 414(k)) that is—
(A) A plan described in section 401(a)
which includes a trust which is exempt
from tax under section 501(a);
(B) An annuity plan described in section 403(a); or
(C) A simplified employee pension described in section 408(k).
(ii) Additional plans treated as defined
contribution plans—(A) In general. Contributions to the types of arrangements
described
in
paragraphs
(a)(2)(ii)(B) through (D) of this section
are treated as contributions to defined
contribution plans for purposes of section 415 and regulations promulgated
under section 415.
(B) Employee contributions to a defined
benefit plan. Mandatory employee contributions (as defined in section
411(c)(2)(C) and § 1.411(c)–1(c)(4), regardless of whether the plan is subject to
the requirements of section 411) to a
defined benefit plan are treated as contributions to a defined contribution
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plan. For this purpose, contributions
that are picked up by the employer as
described in section 414(h)(2) are not
considered employee contributions.
(C) Individual medical benefit accounts
under section 401(h). Pursuant to section 415(l)(1), contributions allocated
to any individual medical benefit account which is part of a pension or annuity plan established pursuant to section 401(h) are treated as contributions
to a defined contribution plan.
(D) Post-retirement medical accounts for
key employees. Pursuant to section
419A(d)(2), amounts attributable to
medical benefits allocated to an account established for a key employee
(any employee who, at any time during
the plan year or any preceding plan
year, is or was a key employee as defined in section 416(i)) pursuant to section 419A(d)(1) are treated as contributions to a defined contribution plan.
(iii) Section 403(b) annuity contracts.
Annual additions under an annuity
contract described in section 403(b) are
treated as annual additions under a defined contribution plan for purposes of
this section.
(3) Alternative contribution limitations—(i) Church plans. For alternative
contribution limitations relating to
church plans, see paragraph (d) of this
section.
(ii) Special rules for medical benefits.
For additional rules relating to certain
medical benefits, see paragraph (e) of
this section.
(iii) Employee stock ownership plans.
For additional rules relating to employee stock ownership plans, see paragraph (f) of this section.
(b) Annual additions—(1) In general—
(i) General definition. The term annual
addition means, for purposes of this section, the sum, credited to a participant’s account for any limitation year,
of—
(A) Employer contributions;
(B) Employee contributions; and
(C) Forfeitures.
(ii) Certain excess amounts treated as
annual additions. Contributions do not
fail to be annual additions merely because they are excess contributions (as
described in section 401(k)(8)(B)) or excess aggregate contributions (as described in section 401(m)(6)(B)), or
merely because excess contributions or

excess aggregate contributions are corrected through distribution.
(iii) Direct transfers. The direct transfer of a benefit or employee contributions from a qualified plan to a defined
contribution plan does not give rise to
an annual addition.
(iv) Reinvested employee stock ownership plan dividends. The reinvestment
of dividends on employer securities
under an employee stock ownership
plan
pursuant
to
section
404(k)(2)(A)(iii)(II) does not give rise to
an annual addition.
(2) Employer contributions—(i) Amounts
treated as an annual addition. For purposes of paragraph (b)(1)(i)(A) of this
section, the term annual addition includes employer contributions credited
to the participant’s account for the
limitation year and other allocations
described in paragraph (b)(4) of this
section that are made during the limitation year. See paragraph (b)(6) of this
section for timing rules applicable to
annual additions with respect to employer contributions.
(ii) Amounts not treated as annual additions—(A) Certain restorations of accrued benefits. The restoration of an
employee’s accrued benefit by the employer in accordance with section
411(a)(3)(D) or section 411(a)(7)(C) or resulting from the repayment of cashouts
(as described in section 415(k)(3)) under
a governmental plan (as defined in section 414(d)) is not considered an annual
addition for the limitation year in
which the restoration occurs. This
treatment of a restoration of an employee’s accrued benefit as not giving
rise to an annual addition applies regardless of whether the plan restricts
the timing of repayments to the maximum extent allowed by section 411(a).
(B) Catch-up contributions. A catch-up
contribution made in accordance with
section 414(v) and § 1.414(v)–1 does not
give rise to an annual addition.
(C) Restorative payments. A restorative payment that is allocated to a participant’s account does not give rise to
an annual addition for any limitation
year. For this purpose, restorative payments are payments made to restore
losses to a plan resulting from actions
by a fiduciary for which there is reasonable risk of liability for breach of a
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fiduciary duty under title I of the Employee Retirement Income Security
Act of 1974 (88 Stat. 829), Public Law 93–
406 (ERISA) or under other applicable
federal or state law, where plan participants who are similarly situated are
treated similarly with respect to the
payments. Generally, payments to a
defined contribution plan are restorative payments only if the payments are
made in order to restore some or all of
the plan’s losses due to an action (or a
failure to act) that creates a reasonable risk of liability for such a breach
of fiduciary duty (other than a breach
of fiduciary duty arising from failure
to remit contributions to the plan).
This includes payments to a plan made
pursuant to a Department of Labor
order, the Department of Labor’s Voluntary Fiduciary Correction Program,
or a court-approved settlement, to restore losses to a qualified defined contribution plan on account of the breach
of fiduciary duty (other than a breach
of fiduciary duty arising from failure
to remit contributions to the plan).
Payments made to a plan to make up
for losses due merely to market fluctuations and other payments that are
not made on account of a reasonable
risk of liability for breach of a fiduciary duty under title I of ERISA are
not restorative payments and generally
constitute contributions that give rise
to annual additions under paragraph
(b)(4) of this section.
(D) Excess deferrals. Excess deferrals
that are distributed in accordance with
§ 1.402(g)–1(e)(2) or (3) do not give rise to
annual additions.
(3) Employee contributions. For purposes of paragraph (b)(1)(i)(B) of this
section, the term annual addition includes mandatory employee contributions (as defined in section 411(c)(2)(C)
and regulations promulgated under section 411) as well as voluntary employee
contributions. The term annual addition does not include—
(i) Rollover contributions (as described in sections 401(a)(31), 402(c)(1),
403(a)(4),
403(b)(8),
408(d)(3),
and
457(e)(16));
(ii) Repayments of loans made to a
participant from the plan;
(iii) Repayments of amounts described in section 411(a)(7)(B) (in accordance with section 411(a)(7)(C)) and

section 411(a)(3)(D) or repayment of
contributions to a governmental plan
(as defined in section 414(d)) as described in section 415(k)(3);
(iv) Repayments that would have
been described in paragraph (b)(3)(iii)
of this section except that the plan
does not restrict the timing of repayments to the maximum extent permitted by section 411(a); or
(v) Employee contributions to a
qualified cost of living arrangement
within
the
meaning
of
section
415(k)(2)(B).
(4) Transactions with plan. The Commissioner may in an appropriate case,
considering all of the facts and circumstances, treat transactions between the plan and the employer,
transactions between the plan and the
employee, or certain allocations to
participants’ accounts as giving rise to
annual additions. Further, where an
employee or employer transfers assets
to a plan in exchange for consideration
that is less than the fair market value
of the assets transferred to the plan,
there is an annual addition in the
amount of the difference between the
value of the assets transferred and the
consideration. A transaction described
in this paragraph (b)(4) may constitute
a prohibited transaction with the
meaning of section 4975(c)(1).
(5) Contributions other than cash. For
purposes of this paragraph (b), a contribution by the employer or employee
of property rather than cash is considered to be a contribution in an amount
equal to the fair market value of the
property on the date the contribution
is made. For this purpose, the fair market value is the price at which the
property would change hands between
a willing buyer and a willing seller,
neither being under any compulsion to
buy or to sell and both having reasonable knowledge of relevant facts. In addition, a contribution described in this
paragraph (b)(5) may constitute a prohibited transaction within the meaning
of section 4975(c)(1).
(6) Timing rules—(i) In general—(A)
Date of allocation. For purposes of this
paragraph (b), an annual addition is
credited to the account of a participant
for a particular limitation year if it is
allocated to the participant’s account
under the terms of the plan as of any
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date within that limitation year. Similarly, an annual addition that is made
pursuant to a corrective amendment
that complies with the requirements of
§ 1.401(a)(4)–11(g) is credited to the account of a participant for a particular
limitation year if it is allocated to the
participant’s account under the terms
of the corrective amendment as of any
date within that limitation year. However, if the allocation of an annual addition is dependent upon the satisfaction of a condition (such as continued
employment or the occurrence of an
event) that has not been satisfied by
the date as of which the annual addition is allocated under the terms of the
plan, then the annual addition is considered allocated for purposes of this
paragraph (b) as of the date the condition is satisfied.
(B) Date of employer contributions. For
purposes of this paragraph (b), employer contributions are not treated as
credited to a participant’s account for
a particular limitation year unless the
contributions are actually made to the
plan no later than 30 days after the end
of the period described in section
404(a)(6) applicable to the taxable year
with or within which the particular
limitation year ends. If, however, contributions are made by an employer exempt from Federal income tax (including a governmental employer), the contributions must be made to the plan no
later than the 15th day of the tenth
calendar month following the end of
the calendar year or fiscal year (as applicable, depending on the basis on
which the employer keeps its books)
with or within which the particular
limitation year ends. If contributions
are made to a plan after the end of the
period during which contributions can
be made and treated as credited to a
participant’s account for a particular
limitation year, allocations attributable to those contributions are treated as credited to the participant’s account for the limitation year during
which those contributions are made.
(C) Date of employee contributions. For
purposes of this paragraph (b), employee contributions, whether voluntary or mandatory, are not treated
as credited to a participant’s account
for a particular limitation year unless
the contributions are actually made to

the plan no later than 30 days after the
close of that limitation year.
(D) Date for forfeitures. A forfeiture is
treated as an annual addition for the
limitation year that contains the date
as of which it is allocated to a participant’s account as a forfeiture.
(E) Treatment of elective contributions
as plan assets. The extent to which elective contributions constitute plan assets for purposes of the prohibited
transaction provisions of section 4975
and title I of ERISA, is determined in
accordance with regulations and rulings issued by the Department of
Labor. See 29 CFR 2510.3–102.
(ii) Special timing rules—(A) Corrective
contributions. For purposes of this section, if, in a particular limitation year,
an employer allocates an amount to a
participant’s account because of an erroneous forfeiture in a prior limitation
year, or because of an erroneous failure
to allocate amounts in a prior limitation year, the corrective allocation
will not be considered an annual addition with respect to the participant for
that particular limitation year, but
will be considered an annual addition
for the prior limitation year to which
it relates. An example of a situation in
which an employer contribution might
occur under the circumstances described in the preceding sentence is a
retroactive crediting of service for an
employee under 29 CFR 2530.200b–2(a)(3)
in accordance with an award of back
pay. For purposes of this paragraph
(b)(6)(ii), if the amount so contributed
in the particular limitation year takes
into account actual investment gains
attributable to the period subsequent
to the year to which the contribution
relates, the portion of the total contribution that consists of such gains is
not considered as an annual addition
for any limitation year.
(B) Contributions for accumulated
funding deficiencies and previously
waived contributions—(1) Accumulated
funding deficiency. In the case of a defined contribution plan to which the
rules of section 412 apply, a contribution made to reduce an accumulated
funding deficiency will be treated as if
it were timely made for purposes of determining the limitation year in which
the annual additions arising from the
contribution are made, but only if the
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contribution is allocated to those participants who would have received an
annual addition if the contribution had
been timely made.
(2) Previously waived contributions. In
the case of a defined contribution plan
to which the rules of section 412 apply
and for which there has been a waiver
of the minimum funding standard in a
prior limitation year in accordance
with section 412(d), that portion of an
employer contribution in a subsequent
limitation year which, if not for the
waiver, would have otherwise been required in the prior limitation year
under section 412(a) will be treated as if
it were timely made (without regard to
the funding waiver) for purposes of determining the limitation year in which
the annual additions arising from the
contribution are made, but only if the
contribution is allocated to those participants who would have received an
annual addition if the contribution had
been timely made (without regard to
the funding waiver).
(3) Interest. For purposes of determining the amount of the annual addition under paragraphs (b)(6)(ii)(B)(1)
and (2) of this section, a reasonable
amount of interest paid by the employer is disregarded. However, any interest paid by the employer that is in
excess of a reasonable amount, as determined by the Commissioner, is
taken into account as an annual addition for the limitation year during
which the contribution is made.
(C) Simplified employee pensions. For
purposes of this paragraph (b), amounts
contributed to a simplified employee
pension described in section 408(k) are
treated as allocated to the individual’s
account as of the last day of the limitation year ending with or within the
taxable year for which the contribution
is made.
(D) Treatment of certain contributions
made pursuant to veterans’ reemployment
rights. If, in a particular limitation
year, an employer contributes an
amount to an employee’s account with
respect to a prior limitation year and
such contribution is required by reason
of such employee’s rights under chapter 43 of title 38, United States Code,
resulting from qualified military service, as specified in section 414(u)(1),
then such contribution is not consid-

ered an annual addition with respect to
the employee for that particular limitation year in which the contribution
is made, but, in accordance with section 414(u)(1)(B), is considered an annual addition for the limitation year to
which the contribution relates.
(c) Examples. The following examples
illustrate the rules of paragraphs (a)
and (b) of this section:
Example 1. (i) P is a participant in a qualified profit-sharing plan maintained by his
employer, ABC Corporation. The limitation
year for the plan is the calendar year. P’s
compensation (as defined in § 1.415(c)–2) for
the current limitation year is $30,000.
(ii) Because the compensation limitation
described in section 415(c)(1)(B) applicable to
P for the current limitation year is lower
than the dollar limitation described in section 415(c)(1)(A), the maximum annual addition which can be allocated to P’s account
for the current limitation year is $30,000 (100
percent of $30,000).
Example 2. (i) The facts are the same as in
Example 1, except that P’s compensation for
the current limitation year is $140,000.
(ii) The maximum amount of annual additions that may be allocated to P’s account in
the current limitation year is the lesser of
$140,000 (100 percent of P’s compensation) or
the dollar limitation of section 415(c)(1)(A)
as in effect as of January 1 of the calendar
year in which the current limitation year
ends. If, for example, the dollar limitation of
section 415(c)(1)(A) in effect as of January 1
of the calendar year in which the current
limitation year ends is $45,000, then the maximum annual addition that can be allocated
to P’s account for the current limitation
year is $45,000.
Example 3. (i) Employer N maintains a
qualified profit-sharing plan that uses the
calendar year as its plan year and its limitation year. N’s taxable year is a fiscal year
beginning June 1 and ending May 31. Under
the terms of the profit-sharing plan maintained by N, employer contributions are
made to the plan two months after the close
of N’s taxable year and are allocated as of
the last day of the plan year ending within
the taxable year (and are not dependent on
the satisfaction of a condition). Thus, employer contributions for the 2008 calendar
year limitation year are made on July 31,
2009 (the date that is two months after the
close of N’s taxable year ending May 31, 2009)
and are allocated as of December 31, 2008.
(ii) Because the employer contributions
are actually made to the plan no later than
30 days after the end of the period described
in section 404(a)(6) with respect to N’s taxable year ending May 31, 2009, the contributions will be considered annual additions for
the 2008 calendar year limitation year.
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Example 4. (i) The facts are the same as in
Example 3, except that the plan year for the
profit-sharing plan maintained by N is the
12-month period beginning on February 1 and
ending on January 31. The limitation year
continues to be the calendar year. Under the
terms of the plan, an employer contribution
which is made to the plan on July 31, 2009, is
allocated to participants’ accounts as of January 31, 2009.
(ii) Because the last day of the plan year is
in the 2009 calendar year limitation year,
and because, under the terms of the plan,
employer contributions are allocated to participants’ accounts as of the last day of the
plan year, the contributions are considered
annual additions for the 2009 calendar year
limitation year.
Example 5. (i) XYZ Corporation maintains a
profit-sharing plan to which a participant
may make voluntary employee contributions
for any year not to exceed 10 percent of the
participant’s compensation for the year. The
plan permits a participant to make retroactive make-up contributions for any year
for which the participant contributed less
than 10 percent of compensation. XYZ uses
the calendar year as the plan year and the
limitation year. Under the terms of the plan,
voluntary employee contributions are credited to a participant’s account for a particular limitation year if such contributions
are allocated to the participant’s account as
of any date within that limitation year. Participant A’s compensation is as follows—
Limitation year

ehiers on DSK2VPTVN1PROD with CFR

2008
2009
2010
2011

Compensation

...............................................................
...............................................................
...............................................................
...............................................................

$30,000
$32,000
$34,000
$36,000

(ii) Participant A makes no voluntary employee contributions during limitation years
2008, 2009, and 2010. On October 1, 2011, participant A makes a voluntary employee contribution of $13,200 (10 percent of A’s aggregate compensation for limitation years 2008,
2009, 2010, and 2011 of $132,000). Under the
terms of the plan, $3,000 of this 2011 contribution is allocated to A’s account as of limitation year 2008; $3,200 is allocated to A’s account of limitation year 2009; $3,400 is allocated to A’s account as of limitation year
2010, and $3,600 is allocated to A’s account as
of limitation year 2011.
(iii) Under the rule set forth in paragraph
(b)(6)(i)(C) of this section, employee contributions will not be considered credited to
a participant’s account for a particular limitation year for section 415 purposes unless
the contributions are actually made to the
plan no later than 30 days after the close of
that limitation year. Thus, A’s voluntary
employee contribution of $13,200 made on October 1, 2011, would be considered as credited
to A’s account only for the 2011 calendar

year limitation year, notwithstanding the
plan provisions.

(d) Special rules relating to church
plans—(1) Alternative contribution limitation—(i) In general. Pursuant to section
415(c)(7)(A), notwithstanding the general rule of paragraph (a)(1) of this section, additions for a section 403(b) annuity contract for a year with respect
to a participant who is an employee of
a church or a convention or association
of churches, including an organization
described in section 414(e)(3)(B)(ii),
when expressed as an annual addition
to such participant’s account, are
treated as not exceeding the limitation
of paragraph (a)(1) of this section if
such annual additions for the year are
not in excess of $10,000.
(ii) $40,000 aggregate limitation. With
respect to any participant, the total
amount of annual additions that are in
excess of the limitation of paragraph
(a)(1) of this section but, pursuant to
the rule of paragraph (d)(1)(i) of this
section, are treated as not exceeding
that limitation (taking into account
the rule of paragraph (d)(3) of this section) cannot exceed $40,000. Thus, the
aggregate of annual additions for all
limitation years that would exceed the
limitation of this section but for this
paragraph (d)(1) is limited to $40,000.
(2) Years of service taken into account
for duly ordained, commissioned, or licensed ministers or lay employees. For
purposes of this paragraph (d)—
(i) All years of service by an individual as an employee of a church, or a
convention or association of churches,
including an organization described in
section 414(e)(3)(B)(ii), are considered
as years of service for one employer;
and
(ii) All amounts contributed for annuity contracts by each such church
(or convention or association of
churches) during such years for the employee are considered to have been contributed by one employer.
(3) Foreign missionaries. Pursuant to
section 415(c)(7)(C), in the case of any
individual described in paragraph (d)(1)
of this section performing any services
for the church outside the United
States during the limitation year, additions for an annuity contract under
section 403(b) for any year are not
treated as exceeding the limitation of
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paragraph (a)(1) of this section if such
annual additions for the year do not
exceed $3,000. The preceding sentence
shall not apply with respect to any taxable year to any individual whose adjusted gross income for such taxable
year (determined separately and without regard to community property law)
exceeds $17,000.
(4) Church, convention or association of
churches. For purposes of this paragraph (d), the terms ‘‘church’’ and
‘‘convention or association of churches’’ have the same meaning as when
used in section 414(e).
(5) Examples. The following examples
illustrate the rules of this paragraph
(d):
Example 1. (i) E is an employee of ABC
Church earning $7,000 during each calendar
year. E participates in a section 403(b) annuity contract maintained by ABC Church beginning in the year 2008. E’s taxable year is
the calendar year, and the limitation year
for the plan coincides with the calendar
year. ABC Church contributes $10,000 to be
allocated to E’s account under the plan for
the year 2008.
(ii) Under paragraph (d)(1) of this section,
this allocation is treated as not violating the
limits established in paragraph (a)(1) of this
section because it does not exceed $10,000.
Moreover, since an annual addition of $10,000
would otherwise exceed the limitation of
paragraph (a)(1) of this section by $3,000,
$3,000 is counted toward the aggregate limitation specified in paragraph (d)(1)(ii) of this
section for year 2008. Accordingly, ABC
Church may make such allocations for 13
years (for example, for years 2008 through
2020) without exceeding the aggregate limitation of $40,000 specified in paragraph (d) of
this section. For the fourteenth year, ABC
Church could allocate only $8,000 to E’s account (the sum of the $7,000 limitation computed under paragraph (a)(1)(ii) of this section and the remaining $1,000 of the $40,000
aggregate
limitation
under
paragraph
(d)(1)(ii) of this section on annual additions
in excess of the limits under paragraph (a)(1)
of this section).
Example 2. (i) F is an employee of XYZ
Church and F’s taxable year is the calendar
year. F earns $2,000 during each calendar
year for services he provides to XYZ Church,
all of which are performed outside the
United States during each calendar year. F
participates in a section 403(b) annuity contract maintained by ABC Church beginning
in the year 2008. The limitation year for the
plan coincides with the calendar year. ABC
Church contributes $10,000 to be allocated to
F’s account under the plan for the year 2008.
F’s adjusted gross income for each taxable

year (determined separately and without regard to community property law) does not
exceed $17,000.
(ii) Under paragraph (d)(1) of this section,
this allocation is treated as not violating the
limits established in paragraph (a)(1) of this
section because it does not exceed $10,000.
Moreover, since an annual addition of $10,000
would otherwise exceed the limitation of
paragraph (a)(1) of this section by $7,000 (the
excess of $10,000 over the greater of the $2,000
compensation limitation under section
415(c)(1)(B) or the $3,000 section 415(c)(7)(C)
amount), XYZ Church may make such allocations for 5 years (for example, for years
2008 through 2012) without exceeding the aggregate limitation of $40,000 specified in
paragraph (d) of this section. In year 2013,
XYZ church may contribute $8,000 to be allocated to F’s account under the plan (the sum
of the $3,000 limitation computed under paragraph (d)(3) of this section and the remaining
$5,000 of the $40,000 aggregate limitation
under paragraph (d)(1)(ii) of this section on
annual additions in excess of the limits
under paragraph (a)(1) of this section). For
years after 2013, pursuant to paragraph (d)(3)
of this section, XYZ Church could allocate
$3,000 per year to F’s account.

(e) Special rules for medical benefits.
The limit under paragraph (a)(1)(ii) of
this section (100 percent of the participant’s compensation for the limitation
year) does not apply to—
(1) An individual medical benefit account (as defined in section 415(l)); or
(2) A post-retirement medical benefits account for a key employee (as defined in section 419A(d)(1)).
(f) Special rules for employee stock ownership plans—(1) In general. Special
rules apply to employee stock ownership plans, as provided in paragraphs
(f)(2) through (f)(4) of this section.
(2) Determination of annual additions
for leveraged employee stock ownership
plans—(i) In general. Except as provided
in this paragraph (f) of this section, in
the case of an employee stock ownership plan to which an exempt loan as
described in § 54.4975–7(b) of this chapter has been made, the amount of employer contributions that is considered
an annual addition for the limitation
year is calculated with respect to employer contributions of both principal
and interest used to repay that exempt
loan for the limitation year.
(ii) Employer stock that has decreased
in value. A plan may provide that, in
lieu of computing annual additions in
accordance with paragraph (f)(2)(i) of
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this section, annual additions with respect to a loan repayment described in
paragraph (f)(2)(i) of this section are
determined as the fair market value of
shares released from the suspense account on account of the repayment and
allocated to participants for the limitation year if that amount is less than
the amount determined in accordance
with paragraph (f)(2)(i) of this section.
(3) Exclusions from annual additions for
certain employee stock ownership plans
that allocate to a broad range of participants—(i) General rule. Pursuant to section 415(c)(6), in the case of an employee stock ownership plan (as described in section 4975(e)(7)) that meets
the requirements of paragraph (f)(3)(ii)
of this section for a limitation year,
the limitations imposed by this section
do not apply to—
(A) Forfeitures of employer securities (within the meaning of section
409(l)) under such an employee stock
ownership plan if such securities were
acquired with the proceeds of a loan (as
described in section 404(a)(9)(A)); or
(B) Employer contributions to such
an employee stock ownership plan
which are deductible under section
404(a)(9)(B) and charged against the
participant’s account.
(ii) Employee stock ownership plans to
which the special exclusion applies. An
employee stock ownership plan meets
the requirements of this paragraph
(f)(3)(ii) for a limitation year if no
more than one-third of the employer
contributions for the limitation year
that are deductible under section
404(a)(9) are allocated to highly compensated employees (within the meaning of section 414(q)).
(4) Gratuitous transfers under section
664(g)(1). The amount of any qualified
gratuitous transfer (as defined in section 664(g)(1)) allocated to a participant for any limitation year is not
taken into account in determining
whether any other annual addition exceeds the limitations imposed by this
section, but only if the amount of the
qualified gratuitous transfer does not
exceed the limitations imposed by section 415.
[T.D. 9319, 72 FR 16911, Apr. 5, 2007]

§ 1.415(c)–2 Compensation.
(a) General definition. Except as otherwise provided in this section, compensation from the employer within the
meaning of section 415(c)(3), which is used
for purposes of section 415 and regulations
promulgated under section 415, means all
items of remuneration described in
paragraph (b) of this section, but excludes the items of remuneration described in paragraph (c) of this section.
Paragraph (d) of this section provides
safe harbor definitions of compensation
that are permitted to be provided in a
plan in lieu of the generally applicable
definition of compensation. Paragraph
(e) of this section provides timing rules
relating to compensation. Paragraph
(f) of this section provides rules regarding the application of the rules of section 401(a)(17) to the definition of compensation for purposes of section 415.
Paragraph (g) of this section provides
special rules relating to the determination of compensation, including rules
for determining compensation for a
section 403(b) annuity contract, rules
for determining the compensation of
employees of controlled groups or affiliated service groups, rules for disabled employees, rules relating to foreign compensation, rules regarding
deemed section 125 compensation, rules
for employees in qualified military
service, and rules relating to back pay.
(b) Items includible as compensation.
For purposes of applying the limitations of section 415, except as otherwise
provided in this section, the term compensation means remuneration for services of the following types—
(1) The employee’s wages, salaries,
fees for professional services, and other
amounts received (without regard to
whether or not an amount is paid in
cash) for personal services actually
rendered in the course of employment
with the employer maintaining the
plan, to the extent that the amounts
are includible in gross income (or to
the extent amounts would have been
received and includible in gross income
but for an election under section 125(a),
132(f)(4), 402(e)(3), 402(h)(1)(B), 402(k), or
457(b)). These amounts include, but are
not limited to, commissions paid to
salespersons, compensation for services
on the basis of a percentage of profits,
commissions on insurance premiums,
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