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SEE THE CIRCULAR 230 DISCLAIMERS APPENDED TO  

THE CONCLUSION OF THIS WASHINGTON REPORT. 

In response to an article appearing in the Wall Street Journal on August 4, 

2008 raising concerns regarding qualified supplemental executive retirement plans 

("QSERPs"), the Government Accounting Office (GAO) was asked by Congressional 

members to prepare a report regarding such arrangements.  That recently issued report 

focused on (i) the prevalence and design of QSERP arrangements and the extent to 

which recent economic conditions have influenced QSERP sponsors; (ii) the key 

regulatory and statutory issues associated with these arrangements; and (iii) the 

implications for involved parties, including the Pension Benefit Guaranty Corporation 

(PBGC). 

 

A QSERP is a technique for transferring liabilities under a nonqualified supplemental retirement 

plan (e.g., a SERP) to a qualified retirement plan.  During plan years in which the results of 

nondiscrimination testing allow for additional benefits to be provided to certain executives, the qualified 

plan is amended to provide for such additional benefits.  The technique would then involve offsetting 

existing or future nonqualified supplemental retirement benefits with the additional benefits provided under 

the qualified plan.  (See our Bulletins Nos. 08-76, 08-81 and 09-140 for more information regarding these 

plans and Congressional reaction to them.) 

 

http://www.aalu.org/
http://aaluwr.org/majorrefs/Ref11-63.pdf
http://aaluwr.org/majorrefs/Ref11-63.pdf
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Conducting its work from November 2010 to May 2011, the GAO reviewed relevant federal laws 

and regulations, conducted a comprehensive review of plan design literature, and interviewed professional 

pension experts, consultants and federal officials.  Its key, although quite pallid, findings are as follows: 

 

 The prevalence of QSERPs is unknown because comprehensive data is unavailable.  

Further, the GAO did not find "academic or related literature on the prevalence or design of" 

these arrangements. 

 

 The GAO was unable to identify sufficient experts with broad quantitative information on 

QSERPs.  Although many of the pension experts that were interviewed were familiar with 

QSERPs, some did not have specialized "prevalence or design" knowledge. 

 

 Because of the downturn in the economy, plan sponsors are less likely to implement new 

QSERPs. 

 

 QSERPs are only one of a variety of arrangements that plan sponsors can use to provide 

additional qualified benefits to executives within the constraints of the nondiscrimination 

rules. 

 

 The effect of QSERPs on the benefit security of lower-paid employees is uncertain.  This 

conclusion (or lack thereof) results from the fact that new benefit restriction rules under the 

Pension Protection Act of 2006 ("PPA") reduce the likelihood that a QSERP could be added 

to a qualified plan that did not have sufficient funding to pay promised benefits.  

Additionally, it is uncertain what effect a QSERP arrangement would have on the PBGC. 

 

It is important to note that the GAO looked at QSERPs strictly from a "qualified plan" perspective.  

The report did not include any discussion of the role Internal Revenue Code section 409A plays in these 

arrangements, nor did it discuss whether the additional benefits created under the qualified plan are 

considered "substitutions" for purposes of that section.  Furthermore, the report did not consider whether 

QSERPs are subject to the special rules relating to "linked" plans. 

 

This report was requested by members of Congress who introduced the Retirement Fairness Act of 

2009 in November 2009.  This bill did not make it out of the House Ways and Means committee and has 

not been re-introduced.  Given the tone of the report, it is not clear whether this report will have any impact 

on future proposed legislation. 

 

Any AALU member who wishes to obtain a copy of Private Pensions: Little Information Available 

on Qualified Supplemental Executive Retirement Plans, GAO-11-533R, may do so through the following 

means: (1) use hyperlink above next to “Major References,” (2) log onto the AALU website at www.aalu.org 

and enter the Member Portal with your last name and birth date and select Current Washington Report for 

linkage to source material or (3) email Anthony Raglani at raglani@aalu.org and include a reference to this 

Washington Report. 

 

In order to comply with requirements imposed by the IRS which may apply to the Washington Report as 

distributed or as re-circulated by our members, please be advised of the following: 

THE ABOVE ADVICE WAS NOT INTENDED OR WRITTEN TO BE USED, AND IT CANNOT 

BE USED, BY YOU FOR THE PURPOSES OF AVOIDING ANY PENALTY THAT MAY BE 

IMPOSED BY THE INTERNAL REVENUE SERVICE. 

http://www.aalu.org/
mailto:raglani@aalu.org
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In the event that this Washington Report is also considered to be a “marketed opinion” within the meaning 

of the IRS guidance, then, as required by the IRS, please be further advised of the following: 

 

THE ABOVE ADVICE WAS NOT WRITTEN TO SUPPORT THE PROMOTIONS OR 

MARKETING OF THE TRANSACTIONS OR MATTERS ADDRESSED BY THE WRITTEN 

ADVICE, AND, BASED ON THE PARTICULAR CIRCUMSTANCES, YOU SHOULD SEEK 

ADVICE FROM AN INDEPENDENT TAX ADVISOR. 

 

 

                                                                             
The mission of AALU is to promote, preserve and protect advanced life insurance planning  

for the benefit of our members, their clients, the industry and the general public. 

 

For more information about how AALU’s advocacy efforts help protect your business and the 

advanced life insurance marketplace, visit our website at www.aalu.org, or  

call toll free 1-(888)-275-0092. 

 

http://www.aalu.org/

