
SEP IRA
Employer guide and 
adoption agreement

Your SEP/SARSEP retirement plan guide for

small businesses and self-employed individuals

Employer documents 



SEP IRA plan overview 
What is a SEP IRA plan?  

SEP plan highlights

Eligibility requirements

Contributions

Place of deposit:

Distributions:  



Rules for salary deferral SEP plans  

 



   Regular mail  
 

Express mail  
 

To establish a new SEP plan

 

 
 

 
 

 

To establish a salary deferral SEP plan

Note: 

Employer forms
 

Employee forms

 



Universal SEP IRA employer 
adoption agreement instructions

Form 1

1. Establishment and purpose of plan

2. Effective dates

 
 

3. Eligibility and participation
Note: 

4. Contributions and allocations
Part A  Contribution formula
    
     

    

Part B   Allocation formula—

    

    
    

Part C   Top heavy minimum allocation—  

5. Compensation and plan year elections

Part A   Compensation

Part B      Plan year  

Form 1  



6. Amendment or termination of plan

7. Salary deferral SEP provisions
Part A   Limits on elective deferrals—

 
 
Note:

Part B    Separate deferral election for bonuses—

Part C    Catch-up contributions—

8. Adopting employer signature

Additional information

Form 1  



Option B    

SEP IRA employer  
adoption agreement

Form 1

Introduction
Instructions

 

Contact us
   Website    Phone    Return instructions 

1. Establishment and purpose of plan

Form 1  

State

Employer information

2. Effective dates (Check and complete Option A or Option B)

3. Eligibility and participation (Complete Part A through Part D, as appropriate)

Note:

Option A  

   

Part A   Service requirement:
 during at least 

 Note:  
 

Part B   Age requirement:  
 Note: 

Part C  Employees employed as of the effective date:

 Note:



6. Amendment or termination of plan

Form 1  

3. Eligibility and participation (Complete parts A through D, as appropriate) (continued)

4. Contributions and allocations (Complete Part A through Part C, as appropriate)

5. Compensation and plan year elections (Complete Part A and Part B, as appropriate)

Part D   Class of employees eligible to participate:  

  
  
  
  

Part A   Contribution formula: 
 Discretionary formula.

  

 Not applicable.
         Note: 

Part B   Allocation formula: 
  Pro rata formula.  

  Flat dollar formula.  

  Integrated formula.  

or    
        Note:  

Part C   Top-heavy minimum allocation: 

 

         Note: 

Part A   Compensation: 

  Note: 

Part B   Plan year: 

 

   Note: 



Manulife John Hancock Investments (formerly John Hancock Funds, Inc) 800-432-1969

MA 02116200 Berkeley Street Boston

9. Mail

  Regular mail  
 

Express mail  
 

 

 
 

Form 1  

7. Salary deferral SEP provisions (Complete Part A through Part C, as appropriate)

8. Adopting employer signature

 Note:  

Part A   Limits on elective deferrals: 

  Note:  

Part B   Separate deferral election for bonuses:  

  Yes

   Note: 

Part C   Catch-up contributions: 

  Yes

  Note: 

SIGN 
HERE

Signature of adopting employer

Address State



SEP summary for employees
Form 2

Introduction
Instructions

Contact us
   Website    Phone 

A

Form 2  

1. Establishment of SEP plan

2. Employer information

3. Type of plan

4. Effective dates

 
 

State

   Basic SEP plan: 

   Salary deferral SEP plan: 



Form 2  

5. Eligibility

6. Contributions

Employer contributions: 

Eligible employees: 

 

 

Age requirement: You must be at least  
Service requirement:   

   Yes       

Allocation formula:
   Discretionary:

    

   Pro rata formula: 

   Flat dollar formula:
   Integrated formula:  

 or    

Elective deferrals   or   

Catch-up contributions:      will or   



Salary reduction agreement
(For salary deferral SEPs only)

Form 3

Introduction
Instructions: 

Contact us
   Website    Phone    This document does not need to be returned. 

1. Employer information

4. Signatures

2. Terms of agreement (to be completed by the employer)

3. Authorization (to be completed by the employee)

Employer and plan information Employee information 

Signature of employee

Title

Employee number

Employer address

State

State

Limits on elective deferrals: 
  or   

  Yes 

Changing this agreement:
are   and  

Terminating agreement:

Effective date: 

Employee elective deferrals: or
 or 

Note:  

 

Restriction on distributions and transfers:

SIGN 
HERE

SIGN 
HERE

Form 3  



SARSEP top-heavy  
test worksheet

Form 4

Introduction

 

 

Contact us
   Website    Phone    This document does not need to be returned. 

Employer information

Employer  Plan year end

Plan name

Step 1    
   

   
    

 

Step 2                  

Step 3                  

Step 4                  

Step 5                   

Step 6                  

Instructions for completing the top-heavy test worksheet

Form 4  



Step 1 Column A Column B Column C Column D
 Key employees  

Step 2 $ Step 3 $

Step 4   +      =    
 

Step 5   ÷      =    

Note:

Step 6

Form 4  



SARSEP discrimination test 
worksheet

Form 5

Introduction

Contact us
   Website    Phone    This document does not need to be returned. 

Instructions for completing the SARSEP discrimination test worksheet
Step 1  

 
  

   

Step 2  

 
 

 

If the test results reveal that the antidiscrimination rules have been violated for a plan year, the employer must follow the correction procedure found in Section 7.04 of 
the basic plan document.

Form 5  



                 ÷     =   

Step 1 Column a Column b Column c Column d
  

deferrals/year
  

Step 2 Column A Column B Column C Column D Column E Column F

 
deferrals/year

   Yes

Form 5  



SARSEP notification of excess or 
disallowed deferral contributions

Form 6A/6B

Introduction
Instructions

Contact us
   Website    Phone    This document does not need to be returned. 

Form 6A/6B  

1. Form 6A

2. Form 7B

To:

To:

Employer signature

Employer signature

  
 

SIGN 
HERE

SIGN 
HERE

 

 



Universal SEP—Basic Plan Document

ADOPTING EMPLOYER

ADOPTION AGREEMENT

BASIC PLAN DOCUMENT  

CODE

COMPENSATION 

 

 

 
 

 

EARNED INCOME  

 

 

EMPLOYEE  

EMPLOYER 

 

HIGHLY COMPENSATED EMPLOYEES

IRA

PARTICIPANT  
 

 

PLAN  

PLAN YEAR  

PRIOR PLAN  
 

PROTOTYPE SPONSOR  

REGULATIONS
SELF-EMPLOYED INDIVIDUAL Means an individual 

TAXABLE WAGE BASE 

Section 1 Establishment and  
Purpose of Plan
1.01  PURPOSE 

Employee Pension plan providing benefits upon 
 

1.02  INTENT TO QUALIFY

 

1.03  USE WITH IRA 



Section 2 Effective Dates

Section 3 Eligibility and Participation
3.01  ELIGIBILITY REQUIREMENTS 

 

   

3.02  EXCLUSION OF CERTAIN EMPLOYEES

   A. Collective Bargaining Unit employees. 

   B. Non-Resident Aliens. A non-resident alien is 
 

 

   C. Acquired employees.

 

   

 
 

   D. compensation Amount.  
 

 

3.03  ADMITTANCE AS A PARTICIPANT
   A. prior Plan.

   B. Notification of Eligibility. 

   C. Establishment of an IRA. 

3.04  DETERMINATIONS UNDER THIS SECTION 

3.05  LIMITATION RESPECTING EMPLOYMENT

Section 4 Contributions and Allocations
4.01 EMPLOYER CONTRIBUTIONS
   A. Obligation to Contribute. An employer 

   B. Allocation Formula.

 

   

   1.

 

   2.  
 

   Step 1

   Step 2

 

   Step 3

 

   Step 4

Integration Level Maximum Disparity Rate

 

 

Annual overall permitted disparity limit.

Cumulative permitted disparity limit.

 



  C. Timing of employer Contribution. employer 

4.02  TOP-HEAVY PLAN

 

   A Key employee is any employee or former 

4.03  VESTING AND WITHDRAWAL RIGHTS All 

4.04  SIMPLIFIED EMPLOYER REPORTS

4.05  DEDUCTIBILITY OF CONTRIBUTIONS 

Section 5 Compensation and  
Plan Year Elections

Section 6 Amendment or Termination 
of Plan
6.01  AMENDMENT BY EMPLOYER

be an individually designed plan and may no longer 

6.02   AMENDMENT OR TERMINATION OF 
SPONSORSHIP BY PROTOTYPE SPONSOR

Regulations governing Simplified Employee Pension 

 

 
 

6.03  LIMITATIONS ON POWER TO AMEND

 
 

ruling pertaining to Simplified Employee 

6.04  TERMINATION

6.05  NOTICE OF AMENDMENT OR TERMINATION 

6.06  CONTINUANCE OF PLAN BY SUCCESSOR 
EMPLOYER  

6.07  SENDING OF NOTICES

 

6.08  LIMITATION OF LIABILITY

Section 7 Salary deferral 
SEP Provisions

 



 

7.01  ELECTIVE DEFERRALS AND CATCH-UP 
CONTRIBUTIONS

 

 

   A. elective deferrals.
 

   B. Catch-Up Contribution.  

 

7.02  REQUIREMENTS TO ENROLL AS A 
CONTRIBUTING PARTICIPANT

7.03  SALARY REDUCTION AGREEMENT

   A. Modification of Salary Reduction Agreement. 

 

 
 

   B. Withdrawal as a Contributing participant. 

   C. Return as Contributing participant After 
Withdrawal.  

7.04  ACTUAL DEFERRAL PERCENTAGE (ADP)TEST 
LIMITS

   A. Excess Contributions.

   B. Distribution of Excess Contributions. 

 

 

 



7.05  RESTRICTION ON TRANSFERS AND 
WITHDRAWALS 

 

7.06  PARTICIPATION REQUIREMENT
   A. Disallowed Deferrals.

 

   B. Distribution of Disallowed Deferrals.

 

 

 

7.07  INDIVIDUAL LIMITATION ON CONTRIBUTIONS
   A. Maximum Deferral Amount. Under no 

   B. Distribution of Excess elective deferrals. 

   C. Other.

 

Section 8 Employer Signature
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Employee questions and answers

1. Q: What is a SEP plan?
 A.  

2.  Q: What are discretionary contributions?
  A:  

3.   
  A:  

4.   Q: How will contributions be allocated to my IRA?
  A: 

• pro rata formula  

•  

• integrated formula

5. Q: Who are eligible employees?
 A:   

Questions 6 through 10 apply only to salary deferral SEP plans.
SEP summary for employees

6. Q: What are elective deferrals?
 A:  

7. Q: Why would I want to defer a portion of my salary as an elective deferral?
 A:  

8. Q: How much of my salary can I defer to my IRA under a salary deferral SEP?
 A:  

9. Q: What are catch-up deferrals under a salary deferral SEP?
 A:  

10. Q: How do I make an election to defer my salary under a salary deferral SEP?
 A:



#411 © 2024 Ascensus, LLC

11. Q: How much may my employer contribute to my IRA in any year?
 A:  

12.  Q: How do I treat my employer’s SEP contributions on my taxes?
  A.  

13.   Q: May I also contribute to my IRA if I am a participant in a SEP?
 A:

14.  Q: What if I do not want an IRA?
 A:

15. Q: Can I select the financial organization where I set up the IRA that is to receive the SEP contributions made on my behalf?
 A:
16. Q: Can I move assets from my IRA to another tax-deferred IRA?
 A.  

Note: If your plan permits 

17. Q: What happens if I withdraw my employer’s contributions from my IRA?
 A.

Note:

18. Q: May I participate in a SEP even though I am covered by another plan?
 A.

19. Q: What happens if my employer makes too large of a contribution to my IRA in one year?
 A.

Note:

20. Q: Do I need to file any additional forms with the IRS because I participate in a SEP?
 A. 
21. Q: Is my employer required to provide me with information about IRAs and the SEP plan?
 A.   



#411 © 2024 Ascensus, LLC

22. Q: Is the financial organization where I establish my IRA also required to provide me with information?
 A: 

 

Publication 590-A, Contributions to Individual Retirement Arrangements (IRAs)  

 

23. Q:  My employer has indicated in the SEP summary for employees that contributions will be allocated using the integrated formula. What does this mean and how 
does it affect me?

 A:  

Step 1: 
 Step 2:  

 Step 3:  
 

If the integration level is: The maximum percentage that can be allocated in Step 3 is:

 Step 4

 Example:

Employee Compensation Step 1 Step 2 Step 3 Step 4 Total allocation Allocation as a 
         % of compensation

Total  $268,000 $8,040 $417 $7,611 $3,932 $20,000 

Remaining to  
be allocated $20,000 $11,960 $11,543 $3,932 
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Employee information
Notice to employees: 

I.  

 

II.  ELECTIVE DEFERRALS—May be disallowed

III.  ELECTIVE DEFERRALS—Annual limitation

 

 
 

 

IV.  ELECTIVE DEFERRALS—Tax treatment

Federal Insurance Contributions Act Federal Unemployment Tax Act
V.  ADDITIONAL TOP-HEAVY CONTRIBUTIONS

VI.  ELECTIVE DEFERRALS—Excess amounts contributed
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Employee information (continued)
VII.  EXCESS ELECTIVE DEFERRALS—How to avoid adverse tax consequences

VIII.  EXCESS SEP CONTRIBUTIONS—How to avoid adverse tax consequences

IX.  INCOME ALLOCABLE TO EXCESS AMOUNTS

X.   AVAILABILITY OF IRA CONTRIBUTION DEDUCTION TO SEP PARTICIPANTS

Publication 590-A, Contributions to Individual Retirement Arrangements
XI.  ROLLOVER OR TRANSFER TO ANOTHER IRA

XII.  FILING REQUIREMENTS

XIII.  EMPLOYER TO PROVIDE INFORMATION ON IRAS AND THE SEP AGREEMENT

XIV.  FINANCIAL INSTITUTION WHERE IRA IS ESTABLISHED TO PROVIDE INFORMATION

  See IRS Publication 590-A, Contributions to Individual Retirement Arrangements
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