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PROFIT-SHARING PLAN  
 
The following document is a model profit-sharing plan that is intended to give you an idea of what 
a typical profit-sharing plan contains.  You can modify this form to meet your specific 
circumstances.  Of course, if you intend to use this plan, you should make sure that your attorney 
reviews it and approves any changes you make. 
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PROFIT-SHARING PLAN  OF [company name] 
 

Preamble 
 
 
   [Company name], organized and existing under the laws of the State of [name of state], hereby 
establishes a profit-sharing plan for its employees as hereinafter defined, effective [the effective 
date]. 
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   Said organization, as part of the aforesaid Plan, adopts concurrently herewith a Trust 
agreement creating a Trust Fund (hereinafter at times referred to as the "Fund"), to which 
contributions shall be made and from which benefits shall be paid in accordance with the terms 
and conditions thereof. 
 
   The Plan hereby established is conditioned upon its qualification under Section 401(a) of the 
Internal Revenue Code of 1986, as amended from time to time, with employer contributions being 
deductible under Section 404 of the Internal Revenue Code or any other applicable sections 
thereof, as amended from time to time. The Plan is intended to qualify as a profit-sharing plan. 
 
   The terms and conditions of the Plan follow. 
 

Article I. Purpose and Definitions 
 
   1.1 Purpose: The purpose of this Plan is to encourage Employees to save and invest, 
systematically, a portion of their current Compensation in order that they may have a source of 
additional income upon their Retirement or Disability, or for their family in the event of death. The 
benefits provided by this Plan will be paid from the Trust Fund and will be in addition to the 
benefits Employees are entitled to receive under any other programs of the Employer. 
 
   This Plan and the separate related Trust forming a part hereof are established and shall be 
maintained for the exclusive benefit of the eligible Employees of the Employer and their 
Beneficiaries. No part of the Trust Fund can ever revert to the Employer or be used for or diverted 
to any other purpose other than for the exclusive benefit of the Employees of the Employer and 
their Beneficiaries, except as provided in Section 18.4 hereof. 
 
   1.2 Definitions: Where the following words and phrases appear in this Plan, they shall have 
the respective meanings set forth below, unless the context clearly indicates otherwise: 
 
 (a) Allocation Date: The date as of which contributions are allocated hereunder, which 
shall be the last day of the Plan Year. The Committee may use more frequent Allocation Dates if 
it so desires. 
 
 (b) Affiliated Employer: Any business entity (including an Employer hereunder) that, 
together with an Employer hereunder, constitutes a controlled group of corporations, a group of 
trades or businesses under common control, or an affiliated service group, all as defined in Code 
Section 414 (subject, however, to the provisions of Code Section 415(h) when applying the 
benefit limitations of Code Section 415). 
 
 (c) Beneficiary: A person designated by a Member to receive benefits hereunder upon 
the death of such Member. 
 
 (d) Code: The Internal Revenue Code of 1986, as amended from time to time. 
 
 (e) Committee: The person or persons appointed to administer the Plan in accordance 
with Article XII hereof. 
 
 (f) Compensation: As to Owner-Employees and any partner who owns less than ten 
percent (10%) capital or profits interest in the trade or business, Compensation means the 
Earned Income of such individual, which is net income from self-employment derived from the 
business with respect to which the Plan is established, provided his personal services are a 
material income producing factor in such business, determined without regard to items which are 
not included in gross income for purposes of federal income tax and the deductions properly 
allocable to or chargeable against such items, and determined after deduction for contributions on 
behalf of said Owner-Employee and all other Employees. Earned Income also includes gains 
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which are not treated under the Code as gains from the sale or exchange of capital assets and 
net earnings derived from the sale or other disposition of, the transfer of any interest in, or the 
licensing of the use of property (other than goodwill) by an individual whose efforts created such 
property. It is the intent of the foregoing to incorporate the definition of earned income as set forth 
in Section 401(c)(2) of the Code. 
 
 As to any other Employee, the total cash remuneration paid to the Employee for a 
calendar year by an Employer (or predecessor company) for personal services as reported on the 
Employee's federal income tax withholding statement or statements (Form W-2 or its subsequent 
equivalent). 
 
 Effective for the Plan Year beginning in _______, this Plan shall not take into 
consideration compensation in excess of $_________, as indexed under Code Section 415, in 
computing any Plan benefits. 
 
 (g) Covered Employment: The employment category for which the Plan is maintained, 
which includes any employment with the Employer. 
 
 (h) Disability: A physical or mental condition which, in the judgment of the Committee, 
totally and presumably permanently prevents an Employee from engaging in substantial gainful 
employment with his Employer. 
 
 (i) Effective Date:  [effective date]. 
 
 (j) Employee: Any person who, on or after the Effective Date, is receiving remuneration 
for personal services rendered as a common law employee of the Employer or Affiliated 
Employer (or who would be receiving such remuneration except for an authorized Leave of 
Absence), or any Owner Employee, or a partner who has less than a ten percent (10%) capital or 
profits interest in the trade or business. 
 
 This Plan shall not cover leased employees. For this purpose, a "leased employee" 
means any person who on or after December 31, 1986, and pursuant to an agreement between 
the Employer and any other person ("leasing organization") has performed services for the 
Employer (or for the Employer and related persons determined in accordance with Section 414(n) 
of the Code) on a substantially full-time basis for a period of at least one year and such services 
are of a type historically performed by employees in the business field of the Employer. 
 
 NOTE: Leased employees will generally be considered as employees for purposes of the 
minimum coverage tests under Section 410(b) of the Code. Thus certain plans will have to extend 
coverage to leased employees in order to be qualified. Leased employees do not have to be 
considered if the employer leases less than 20% of its workforce, provided the leasing 
organization maintains a "safe harbor" plan which provides a 10% contribution and meets certain 
other conditions. See Code Section 414(n). 
 
 (k) Employer: [company name]. 
 
 (l) ERISA: The Employee Retirement Income Security Act of 1974, as amended from 
time to time. 
 
 (m) Individual Account: Each of the accounts maintained by the Committee showing the 
individual interests in the Trust Fund of each Member, former Member, and Beneficiary, as 
described in Section 5.1 hereof. 
 
 (n) Leave of Absence: Any absence from service authorized by an Employer under such 
Employer's standard personnel practices, provided that all persons under similar circumstances 
must be treated alike in the granting of such Leaves of Absence, and provided further that the 
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Employee returns or retires within the period specified in the authorized Leave of Absence. 
 
 (o) Limitation Year: The year used in applying Code Section 415, which year is [the year 
you want to use to apply Code Sec. 415]. 
 
 (p) Member: An Employee who has met the eligibility requirements for participation set 
forth in Article II hereof, or a former Member for whom an Individual Account continues to be 
maintained hereunder. 
 
 (q) Normal Retirement Date: The sixty-fifth (65th) birthday of a Member. 
 
 (r) Owner-Employee: A sole proprietor or partner who owns more than ten percent (10%) 
of either the capital interest or profits interest of a trade or business. 
 
 (s) Plan: [Name of the plan], the Plan set forth herein as amended from time to time. 
 
 (t) Plan Administrator: [Name of plan administrator]. 
  
 (u) Plan Year: Each annual period beginning on [plan year starting date] and ending on 
[plan year ending date]. 
 
 (v) Retirement: Termination of employment with all Affiliated Employers after a Member 
has reached his Normal Retirement Date. Retirement shall be considered as commencing on the 
day immediately following a Member's last day of employment (or authorized Leave of Absence, 
if later). 
 
 (w) Service: A period or periods of employment of an Employee as described in Article II 
hereof. 
 
 (x) Trust Agreement: [Name of trust agreement], as amended from time to time, which 
constitutes a part of this Plan. 
 
 (y) Trust or Trust Fund: The fund maintained in accordance with the terms of the Trust 
Agreement. 
 
 (z) Trustee: The corporation or individuals appointed by the Employer to administer the 
Trust in accordance with the Trust Agreement. 
 
 (aa) Valuation Date: The date as of which the Trust Fund is valued and gains or losses 
allocated, which shall be the last day of each Plan Year. The Committee may use more frequent 
Valuation Dates if it so desires. 
 
   1.3 Construction: The masculine gender, where appearing in the Plan, shall be deemed to 
include the feminine gender, unless the context indicates to the contrary. 
 

Article II. Service Credit and Participation 
 
   2.1 Hour of Service: 
 
 (a) Hours of Service Credit Used for All Purposes: An Hour of Service is any hour for 
which an Employee is directly or indirectly paid or entitled to payment for the performance of 
duties (irrespective of whether the employment relationship has terminated) or for certain reasons 
other than the performance of duties, including any hour for which back pay (irrespective of 
mitigation of damages) is due, by the Employer or Affiliated Employer. 
 
 Such payment for reasons other than the performance of duties must be due to vacation,  
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