199 Pension Pla n Limitations

Notic e 96-55

Sectim 415 of the Internd Revenue
Coce provides for dollar limitations on
benefis and contributiors unde quali-
fied plans Sectim 415 als0 requires that
the Commissione annualy adjug these
limits for cost-of-living increasesOther
limitations applicabé to deferrel com-
pensatio plars are also affected by
thes adjustments.

Effective Januay 1, 1997, the limita-
tion for the annud beneft unde
§ 415(b)(1)(A for definad beneft plans
is increasd from $120,0@ to $125,000.
For participans who separatéd from
servie before Januay 1, 1997 the
limitation for defined beneft plars un-
der § 415(b)(1)(B is compute by mul-
tiplying the participants compensation
limitation, as adjuste through 19% by
1.0294 The limitation for defined con-
tribution plars unde § 415(c)(1)(A re-
mairs unchangd at $30,000.

The Code provides tha various other
dollar amouns are to be adjustel at the
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sane time and in the sane manne as
the dollar limitation of § 415(b)(1)(A)
is adjusted Thes dollar amouns and
the adjustel amouns are as follows:

The specid limitation for qualified
police or firefighters unde 8§ 415(b)(2)-
(G) is increasd from $66,0® to
$70,000.

The limitation on the exclusion for
elective deferrab unde § 402(g)() re-
mairs unchangd at $9,500.

The dollar amoun unde § 409(0)(1)-
(C)(ii) for determiniy the maximum
accoun balane in an employe stock
ownershp plan subje¢ to a 5-yea dis-
tribution period is increasd from
$690,0@ to $710,000 while the dollar
amoun usel to determire the lengthen-
ing of the 5-yea distribution periad is
increasd from $135,00 to $140,000.

The- threshot~ amoun- unde
8 4980A(c)(1)(B regardiny exces dis-
tributions is increasd from $155,00 to
$160,000.

The limitation usel in the definition
of highly compensai employes under
§ 414(g)(1)(B) as amendd by the
Smal Busines Jdb Protectim Act of
1994 is $80,000.

The annud compensatio limit under
88 401(a)(1¥ ard 404() is increased
from $150,0@ to $160,000.

The compensatio amour unde
§ 408(k)(2)(Q regardiry simplified em-
ployee pensiomn plars (SEP$ remains
unchangd a $40Q The compensa-
tion amourt unde § 408(k)(3)(Q for
SERs is increasd from $150,00 to
$160,000.

The compensatio amour unde
8 408(p)(2)(A regardig simple retire-
mert accounts as addel by § 1421 of
the Smal Busines Jdb Protectiommn Act
of 1996 is $6,000.

The limitation on deferrat under
§ 457(b)(9 and (c)() concernig eli-
gible deferrel compensatio plamns of
stae and locd governmerg ard of
tax-exemp organizatios remairs un-
changd at $7,500.

Administratos of defined beneft or
definad contributin plars tha hawe re-
ceival favorabk determinatio letters
shoutl not reques new determination
letters solely becaus of yearly amend-
mens to adjug maximum limitations in
the plans.




