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November 6, 2007 
2008 Cost-of-Living Increases to Benefit Program Limits Released
The Internal Revenue Service has issued the 2008 cost-of-living increases applicable to various dollar limits and thresholds for qualified retirement plans.  In addition, the Social Security Administration has announced the adjustments to the Social Security taxable wage base for 2008.  Set forth below are selected benefit program limits for 2007 and 2008: 

	Assorted Retirement and Welfare Benefit Plan Limitations 
	2007  
	2008  

	Pre-tax employee contributions to 401(k), 403(b), and 457(b) plans (without regard to any special “catch-up” rules or certain 403(b) rules) 
	$15,500 
	$15,500 

	Maximum contribution to SIMPLE retirement accounts 
	$10,500 
	$10,500 

	Catch-up contributions1 to… 

401(k), 403(b) and 457(b) plans 

SIMPLE retirement accounts 

1  Alternative special catch-up rules may apply to 457(b) plans in some cases 
	$5,000 

$2,500 
	$5,000 

$2,500 

	Maximum annual contribution to defined contribution plans (401(k), profit sharing, “money purchase” pension, etc.) 
	$45,000 
	$46,000 

	Maximum annual benefit from defined benefit pension plans 
	$180,000 
	$185,000 

	Maximum annual compensation taken into account2
2  Limit for grandfathered governmental plans is increased from $325,000 to $335,000 
	$225,000 
	$230,000 

	Compensation threshold for determining “highly compensated employees” 
	$100,000 
	$105,000 

	Dollar limit for determining whether officers are “key employees” for top-heavy purposes 
	$145,000 
	$150,000 

	Maximum excludable amounts under qualified transportation fringe benefit programs 

Qualified Parking Benefits 

Transit and Vanpooling Expenses combined 
	$215/mon 

$110/mon 
	$220/mon 

$115/mon 

	Adoption assistance program / maximum adoption tax credit 

Maximum excludable amount 

Maximum tax credit for special needs adoptions 
	$11,390 

$11,390 
	$11,650 

$11,650 

	Social Security Taxable Wage Base 
	$97,500 
	$102,000 


In addition, as now required by law, the 2008 cost-of-living adjustments to various health savings accounts (“HSAs”) were issued earlier this year, as follows: 

	Health Savings Account (HSA) Limitations 
	2007 
	2008 

	High Deductible Plan Minimum Deductible 

	Single Coverage 
	$1,100 
	$1,100 

	Family Coverage 
	$2,200 
	$2,200 

	High Deductible Plan Maximum Out-of- Pocket3

	Single Coverage 
	$5,500 
	$5,600 

	Family Coverage 
	$11,000 
	$11,200 

	Contribution Maximum4 (without regard to any special “catch-up” rules) 

	Single Coverage 
	$2,850 
	$2,900 

	Family Coverage 
	$5,650 
	$5,800 

	Catch-up Contributions (for individuals > age 55) 
	$800 
	$900 

	3   For in-network care 
4  For taxable years beginning prior to 12/31/06, maximum contribution was the lesser or the deductible under the associated high deductible health plan, or the designated maximum amount. 


Also, as previously announced by the Centers for Medicare & Medicaid Services, the parameters of the indexed Medicare Part D standard benefit for 2008 are as follows: 

	Medicare Part D Standard Benefit Parameters 
	2007 
	2008 

	Deductible 
	$265 
	$275 

	Initial Coverage Limit5
	$2,400 
	$2,510 

	Out-of-Pocket Threshold6
	$3,850 
	$4,050 

	Total Covered Part D Drug Spending before Catastrophic Coverage Commences6
	$5,451.25 
	$5,726.25 

	Co-pay for generic/preferred multi-source drugs 
	$2.15 
	$2.25 

	Co-pay for other drugs 
	$5.35 
	$5.60 

	5 Once Part D drug expenses paid by the individual and by the Part D plan reach the initial coverage limit, the individual is responsible for 100% of the costs incurred until the individual has reached the out-of-pocket threshold (i.e., the so-called “donut hole”) 
6  Once an individual reaches the catastrophic portion of the benefit, the Part D plan covers approximately 95% of the Part D drug expenses incurred, subject to certain cost-sharing which is set at the greater of 5% coinsurance or the designated fixed co-payment amounts 




[image: image2]sory

This Special Advisory was prepared by Frasier Ives, J.D. of the Benefits Compliance Practice at Wachovia Insurance Services, Inc.





As one of the nation’s leading benefits consulting and insurance brokerage firms, Wachovia Insurance Services delivers the relationships, resources and results to help ensure your employee benefit needs are met. 
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