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Supplemental Executive Retirement Plan 

Why have a SERP? 

The Hormel Supplemental Executive Retirement Plan (“SERP”) provides an annual pension benefit to a select group of 

management, including all NEOs, based on the same pension formula as the Pension Plan.  The SERP bases the benefit on 

compensation that is not allowable in the Pension Plan.  Such compensation includes amounts over the qualified plan 

compensation limit, currently $270,000, restricted stock awards, and deferrals to nonqualified deferred income plans.  

Rather than adding a different measure of value, the SERP merely restores the value executives lose under the Pension Plan 

(described above) due to government limitations.   

Nonqualified Deferred Compensation Plan 

Why have a NQDCP? 

In the same way that the SERP eliminates the government-imposed limitations on the Pension Plan, the nonqualified 

deferred compensation plan, the Executive Deferred Income Plan (“NQDCP”), eliminates the government-imposed 

limitations on the 401(k) Plan.  The Company’s NQDCP permits eligible employees, including all NEOs, to annually defer 

certain compensation.  This compensation includes base salary, Operators’ Shares dividend equivalents and year-end 

payments, AIP payments, and long-term incentive payments.  Effective October 31, 2016, the Company will make 

contributions on behalf of participants for 401(k) match amounts which could not be contributed to the 401(k) Plan because 

of government-imposed limitations.  The Company also may make discretionary contributions to the participant’s deferral 

accounts.   

Deferrals of cash compensation are credited with deemed investment gains and losses.  Similar to a 401(k) plan, the 

participant may choose from a number of investments, none of which provide above-market interest rates.  Payments under 

the NQDCP are made on the date(s) selected by each participant in accordance with the terms of the plan or on such other 

date(s) as specified in the plan.  Payments relating to deferrals of cash compensation are paid in cash.   

In connection with the NQDCP, the Company has created a grantor trust, commonly known as a “rabbi trust.”  The 

Company is under no obligation to further fund this trust and would do so only at its discretion.  The assets of the trust are 

intended to be used to pay benefits under the plan, but the assets of the trust are subject to the claims of general creditors of 

the Company.   

The Compensation Committee believes that the SERP and the NQDCP together provide a competitive retirement package 

for executives that is consistent with the retirement benefits provided to all Company employees. 

Survivor Income Protection Plan 

Why have a SIPE? 

The Hormel Survivor Income Plan for Executives (“SIPE”) is provided in addition to the life insurance plan which is 

available to all salaried employees.  As with the qualified pension plans, there are limits on the levels of insurance provided 

under the broad-based plan.  The Company offers the SIPE to provide a death benefit commensurate with the income levels 

of the participants.  The SIPE is available to a designated group of management employees, including all NEOs.   

The SIPE pays a benefit to the employee’s spouse or dependent child of 60% of average salary (based on a five-year 

average) for up to 20 years if the eligible employee died while actively employed.  If the payment is made to a beneficiary 

instead of a spouse or dependent child, the maximum duration is five years (for participants joining the SIPE in 2000 or 

after) or 20 years (for participants joining the SIPE prior to 2000).  If the eligible employee died after retirement, payment 

to the spouse or dependent child is 1% per year of service up to 40% of average salary for 15 years.  If the payment is made 

to a beneficiary, not to a spouse or dependent child, the maximum duration is five years (for participants joining the SIPE in 

2000 or after) or ten years (for participants joining the SIPE prior to 2000).  The SIPE was amended in fiscal 2009 to 

discontinue the post-retirement benefit for new officers effective on or after October 26, 2009.  

Perquisites 

The Company provides limited perquisites to its executive officers.  The Company maintains two corporate aircraft, but 

executive use of the aircraft is strictly limited to business purposes.   

The Company maintains a condominium in Vail, Colorado.  The condominium is made available to members of senior 

management as a vacation destination.  The taxable value of the use of this property is charged as taxable income to the 

employee, in accordance with IRS regulations.   


