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This is to inform you of significant changes to the 401(k) Thrift Plan and 457 Deferred Compensation Plan administered by the Department of Personnel Administration (DPA), Savings Plan Program. 





First, the maximum annual deferral for the 401(k) Thrift Plan for 1998 is now $10,000 or 20 percent of your annual gross income (AGI), whichever is lower.  The maximum annual deferral for the 457 Deferred Compensation Plan is now $8,000 or 25 percent of your AGI, whichever is lower.  To immediately take advantage of the new deferral maximum, deduction changes must be made no later than November 26, 1997 to be effective for the December 1997 payroll (which is the beginning of the 1998 tax year).





If you wish to increase your deductions to the new levels for 1998, and you have authorization to make changes over the Voice Response System (VRS), call 1-800-827-5000, and use option #3, Deferral and Investment Information, on the main menu to initiate your change.





If you wish to open an account or do not have authorization to use the VRS, you may contact the Savings Plus Office by e-mail at savplus@dpa.ca.gov or send a fax to (916) 327-1855 to request that a kit be sent to you.





To contribute the maximum to the 401(k) plan, you may not contribute any amount to a 457 Plan in the same tax year.  So if you are currently making contribution to the 457 Plan and want to take advantage of the new 401(k) deferral maximum, you must discontinue any 457 contribution no later than November 26, 1997 to become effective for the December 1997 pay period.





Second, the Internal Revenue Services (IRS) restrictions on the participation in the 401(k) Thrift Plan by those who are considered “highly paid,” which were to go into effect on January 18, 1997, have been totally eliminated.  Employees at any salary can participate in the 401(k).
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