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The limitation under Code Section 416(i)(1)(A)(i)

PenSion Plan Li m its for - concerning the definition of key employee in a

top heavy plan is increased from $135,000 to
2006 $140,000.

The Internal Revenue Service recently announced the

dollar limitations applicable to qualified pension and = The amount under Code Section 409(0)(1)(C)(ii)

profit-sharing plans effective January 1, 2006 and the for Fletermi;llirllg thehmaxcilrggm.gcc'ount ba'la(rllcfe
cost-of-living adjustments applicable to dollar limitations subject to the lengt enf:k strl 1;’1(?0n F criod for
for these plans for 2006. This Client Alert outlines the tax credlt'erpp oyee stock ownership plans

new limits, (ESOPs) is increased from $850,000 to $885,000

while the amount used to determine the
lengthening of the distribution period is increased

m  The limit on the exclusion for elective deferrals from $170,000 to $175,000

under Code Section 402(g)(1), which includes

deferrals under qualified cash-or-deferred h . 1 ducti d
arrangements (i.e., 401(k) plans), is increased = The maximum salary deduction amount under

from $14,000 to $15,000. Qode §ection 408(p)(2)(E), regarding the saYings
incentive match plans (SIMPLE plans), remains

h d at $10,000.
m  The Code Section 403(b) elective deferral limit is unchanged at $

increased from $14,000 to $15,000. o o
m  The limit on catch-up contributions for

individuals aged 50 or over is increased from
$4,000 to $5,000 (for SIMPLE plans, the limit on
catch-up contributions is increased from $2,000
to $2,500).

m  The Code Section 457 deferral limit is increased
from $14,000 to $15,000.

s The annual compensation limit under Code
Sections 401(a)(17), 408(k)(3)(c),
408(k)(6)(D)(ii) and 404(1) is increased from
$210,000 to $220,000.

A summary chart of these and other limits for 2006
and prior years is set forth on the reverse side.

We will be pleased to answer any questions you may

m  The limitation used in the definition of highly have on the foregoing

compensated employee under Code Section
414(q)(1)(B) is increased from $95,000 to
$100,000.

m  The maximum limitation for the annual benefit
under Code Section 415(b)(1)(A) for defined
benefit plans is increased from $170,000 to
$175,000.

m  The limitation for the annual addition under
Code Section 415(c)(1) for defined contribution
plans is increased from $42,000 to $44,000.




SUMMARY OF YEAR 2006 BENEFITS LIMITS

SIMPLE compensation amount

401(k) dollar limit

403(b) dollar limit

457 dollar limit

Catch-up limit (for
plans other than
SIMPLE Plans)

Defined benefit limit

Defined contribution limit

$6,000

$10,500

$10,500

$8,000

$135,000

$30,000

Highly compensated threshold  $85,000

Compensation limit

Social Security withholding

m (OASDI Wage Base)

»  (OASDI Rate)

m  (Medicare Wage Base)

= (Medicare Rate)

$170,000

$72,200

6.20%

unlimited

1.45%

$6,500

$10,500

$10,500

$8,500

$140,000

$35,000

$85,000

$170,000

$80,400

6.20%

unlimited

1.45%

$7,000

$11,000

$11,000

$11,000

$1,000

$160,000

$40,000

$90,000

$200,000

$84,900

6.20%

unlimited

1.45%

$8,000 $9,000

$12,000 $13,000

$12,000 $13,000

$12,000 $13,000

$2,000 $3,000

$160,000 $165,000

$40,000 $41,000

$90,000 $90,000

$200,000 $205,000

$87,000 $87,900

6.20% 6.20%

unlimited unlimited

1.45% 1.45%

2005

$10,000

$14,000

$14,000

$14,000

$4,000

$170,000

$42,000

$95,000

$210,000

$90,000

6.20%

unlimited

1.45%

$10,000

$15,000

$15,000

$15,000

$5,000

$175,000

$44,000

$100,000

$220,000

$94,200

6.20%

unlimited

1.45%
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Client Alert

Proskauer’s Employee Benefits and Executive Compensation
Law Group includes over 40 attorneys with significant and
diverse tax, executive compensation and employee benefits law
experience. The following individual serves as contact person
and would welcome any questions you might have:

Michael A. Katz
212.969.3632 — mkatz@proskauer.com

You may also contact any other member of Proskauer’s
Employee Benefits and Executive Compensation Law Group in:

New York 212.969.3000
Los Angeles  310.557.2900
Washington ~ 202.416.6800
Boston 617.526.9600
Boca Raton 561.241.7400
Newark 973.274.3200
New Orleans 504.310.4088
Paris 331.53.05.60.00

Proskauer Rose is an international law firm that handles a full spectrum of legal
issues worldwide.

This publication is a service to our clients and friends. It is designed only to give general information on the developments actually
covered. It is not intended to be a comprehensive summary of recent developments in the law, treat exhaustively the subjects covered,
provide legal advice or render a legal opinion.
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