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WS/FCS website by clicking 
here. The 401(k) and 457 plans 
are single plan options, both 
sponsored by the State Treasurer 
and administered by Prudential. 
Enrollment/contribution changes 
for the 401(k) and 457 are handled 
through Prudential. An informa-
tion book about these two plans, 
with enrollment/contribution 
change forms, is available in the 
Financial Services office.

You must be a contributing 
member of the Retirement System 
(a full-time employee working 
at least 30 hours per week) to 
participate in the 401(k) or the 
457 plans. To participate in any 
of the 403(b) plans, you have 
to be regularly working at least 
15 hours per week during your 
employment term.

One of our eight 403(b) plans is 
sponsored by the State Treasurer 
and administered by TIAA CREF. 
The other seven 403(b) plans have 
been selected by your Board of 
Education based on submitted 
proposals, and offer participants 
the fewest/lowest fees from 
quality providers. Enrollment/
contribution changes for the eight 
403(b) plans are handled by each 
of the eight companies’ repre-
sentatives (listed at the website 
location described above) and 
communicated to our Payroll 
office through a Salary Reduction 
Agreement form.

There is no limitation on how 
many of these providers you can 
use or on how many times per year 
you can change your contribution 
amount(s). Many of these plans 

offer both the traditional tax-
deferred contributions as well as 
after-tax ROTH contributions. If 
you are interested in ROTH con-
tributions, please be sure that the 
plan you select offers that option.

Each plan also offers a wide 
variety of investment options for 
your money. Two of the 403(b) 
plans are offered through mutual 
fund companies that specialize 
in their company’s products, 
while others are offered through 
insurance companies and typically 
offer a variety of fixed rate and 
mutual fund investment options. 
It is possible (and strongly rec-
ommended) for you to select a 
balanced portfolio of investments 
in any of these savings plans.

Contributions to any of these 
plans have to be payroll-deducted 
through your WS/FCS pay. Since 
we allow you to change your 
contribution amount at any time, 
if you receive a bonus payment 
or if you receive any kind of 
one-time extra-duty pay, with 
enough advanced notice, you 
can increase your contribution 
amount for that month. When 
you resign or retire, again with 
enough advanced notice, we will 
gladly help you tax shelter any or 
nearly all of your final payout of 
annual leave, miscellaneous leave, 
and/or longevity (you must leave 
enough for the required FICA and 
retirement withholdings).

All of these plans are intended 
by the IRS to be supplemental 
retirement savings for people to 
access once they have retired from 
employment. However, all of 

Increased Contribution 
Limits in 2015 for 401(k), 
403(b), and 457 Plans
For calendar year 2015, the con-
tribution limits for 401(k) and 
403(b) contributions are $18,000 
if below age 50 and $24,000 if age 
50 or above. These limits are for 
each of these plans individually or 
for using a combination of the two 
plans. The same contribution limits 
apply to 457 Plan contributions, 
and these limits are in addition to 
any contributions to the 401(k) 
and/or 403(b) plans. Therefore, 
using a combination of two or 
three of these tax-deferred savings 
plans, employees earning at least 
this much money could shelter as 
much as $36,000 if under age 50 
or as much as $48,000 if age 50 
or above. There can be additional 
“catch-up” contribution eligibility 
in 403(b) plans that could increase 
the contribution maximums a little 
more – a 403(b) plan representa-
tive would have to calculate this 
eligibility on a case-by-case basis.

We now have eight different 
403(b) providers to choose from. 
The list of provider names and 
contacts can be found at the 

these plans allow hardship with-
drawals for a select few reasons 
and most allow loans against your 
contributions. For loans from 
the 401(k) and the 457 plans, 
you pay the money back into 
your account monthly through 
payroll deduction. For loans from 
a 403(b) plan, you work with the 
issuing company on paying back 
the amount borrowed.

Our 401(k) and 403(b) plans are 
considered “government plans” 
under the Internal Revenue Code, 
which means that with certain con-
ditions you can take distributions 
of your tax-deferred contributions 
(and earnings thereon), once 
retired or resigned, from the plans 
without a tax penalty beginning 
at age 55. This is four and a half 
years earlier than IRAs and most 
other tax-deferred savings plans, 
where you have to be 59 and 1/2 
years old to take a distribution 
without a tax penalty. The 457 
Plan gets different treatment under 
the Internal Revenue Code in that 
distributions after retirement or 
resignation are never subject to 
a tax penalty at any age. On any 
distributions (other than loans) 
from any of these plans, you pay 
regular income taxes on the extra 
income.

ROTH contributions also are 
treated differently. You do not get 
any immediate tax benefits for 
ROTH contributions but, after the 
required period of time (usually 
five years) and upon reaching 
age 59 and 1/2, you can get a 
distribution of your contributions, 
plus any earnings thereon, without 
paying income taxes.

Once no longer employed by WS/
FCS (or any other state agency or 
school district), any contributions 
(and any earnings thereon) in any 
of these plans may remain in the 
plans until needed (the IRS will 
require minimum annual distribu-
tions upon attaining age 70 and 
1/2). Alternatively, once no longer 
employed, you may use a tax-free 
rollover to move your funds to an 
IRA or to any other tax-deferred 
savings plan that you own or are 
eligible to setup. However, if you 
are eligible for state income tax 
exemption on your 401(k) monies 
(Bailey exemption for people 
who made contributions prior to 
August 12, 1989), if you rollover 
monies from your 401(k) plan into 
another plan, you lose the state 
income tax exemption on those 
funds. Conversely, once you are 
no longer employed, if you are 
Bailey vested in your 401(k) Plan, 
any funds rolled over into your 
401(k) Plan, for example from a 
403(b) Plan, would get the Bailey 
tax exemption also.

Relatively new IRS regulations 
impact movement of money 
between 403(b) plans. While 
employed with WS/FCS, you can 
rollover money in a 403(b) Plan 
only into one of the (currently) 
eight 403(b) plans that we support 
through payroll deductions and 
you cannot rollover funds if you 
would incur a surrender charge 
(fee charged by the plan). That 
is the primary reason that we 
selected the eight plans we have 
now, in that those eight plans do 
not have surrender charges on 
rollovers of funds. Once retired 
or resigned, you can rollover your 
403(b) funds to other tax-deferred 
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savings plans, again if you would 
not incur surrender charges. 
However, with any rollover of 
403(b) monies, the IRS now 
requires that you go through your 
employer to submit the required 
paperwork and to verify certain 
information.

Please contact Jacque Perryman 
or Diane Wessell in the Payroll 
office for any additional informa-
tion about any of these plans or 
products.

http://wsfcs.k12.nc.us/cms/lib/NC01001395/Centricity/Domain/26/403b%20providers.xls
http://wsfcs.k12.nc.us/cms/lib/NC01001395/Centricity/Domain/26/403b%20providers.xls

