shrm 2023 benefit plan limits

shrm 2023 benefit plan limits represent a critical area of focus for human resources professionals
and employers aiming to optimize employee compensation packages in compliance with current
regulations. These limits pertain to the maximum contributions, benefits, and thresholds allowed
under various employee benefit plans, including retirement accounts, health savings accounts, and
flexible spending arrangements. Understanding the 2023 updates and adjustments to these limits is
essential for ensuring benefit plans remain competitive, compliant, and cost-effective. This article
explores the key 2023 benefit plan limits recognized by SHRM, detailing the changes in contribution
ceilings, coverage thresholds, and tax implications. Additionally, it addresses how these limits impact
plan design, employee engagement, and strategic HR management. The following sections provide an
in-depth review of specific benefit categories and their respective 2023 limits to assist HR
practitioners in informed decision-making.

Retirement Plan Contribution Limits for 2023

Health Savings Account (HSA) and Flexible Spending Account (FSA) Limits

Other Key Benefit Plan Thresholds and Limits

Implications for Employers and HR Professionals

Retirement Plan Contribution Limits for 2023

Retirement plans remain a cornerstone of employee benefit offerings, with contribution limits updated
annually by the IRS to reflect inflation and economic changes. The shrm 2023 benefit plan limits
include notable adjustments to 401(k), 403(b), and other qualified plan contribution ceilings, which
directly affect both employer and employee contributions.

401(k), 403(b), and 457 Plan Limits

For the 2023 plan year, the elective deferral limit for employees participating in 401(k), 403(b), and
governmental 457(b) plans has increased. Employees can now contribute up to $22,500, up from
$20,500 in the previous year. This increase allows employees to save more pre-tax income for
retirement, aligning with the rising cost of living. Additionally, the catch-up contribution limit for
employees age 50 and over remains at $7,500, permitting higher savings for those nearing
retirement age.

Defined Contribution and Defined Benefit Plan Limits



The overall limit on annual additions to defined contribution plans, which includes employee and
employer contributions combined, has also been adjusted. In 2023, this limit is set at $66,000, up
from $61,000 in 2022. For defined benefit plans, the maximum annual benefit payable at retirement
increased to $265,000, reflecting cost-of-living adjustments. These thresholds ensure that retirement
benefits remain substantial while adhering to tax code restrictions.

Key Takeaways for Retirement Plans

e Employee elective deferral limit increased to $22,500 for 2023
e Catch-up contributions for those 50+ remain at $7,500
e Total annual additions limit raised to $66,000

¢ Defined benefit plan maximum annual payout increased to $265,000

Health Savings Account (HSA) and Flexible Spending
Account (FSA) Limits

The shrm 2023 benefit plan limits also encompass changes to Health Savings Accounts and
Flexible Spending Accounts, which are popular tools for managing healthcare expenses pre-tax. These
accounts have annual contribution limits and usage restrictions that impact employee financial
planning and employer benefit administration.

Health Savings Account Contribution Limits

For individuals enrolled in high-deductible health plans (HDHPs), the IRS has adjusted the HSA
contribution limits for 2023. The maximum contributions increased to $3,850 for self-only coverage
and $7,750 for family coverage. These represent inflation-based increases that allow employees to
allocate more funds toward medical expenses tax-free. The catch-up contribution for individuals age
55 and older remains at $1,000.

Flexible Spending Account Limits

Flexible Spending Accounts, which allow employees to use pre-tax dollars for eligible health expenses,
have a maximum contribution limit of $3,050 for 2023. This is a slight increase from previous years
and helps employees plan for out-of-pocket medical costs effectively. It is important to note that
dependent care FSAs maintain a limit of $5,000 per household, unchanged for 2023.



Summary of Health-Related Plan Limits

HSA contribution limits: $3,850 (self-only), $7,750 (family)

HSA catch-up contribution: $1,000 for age 55+

Healthcare FSA contribution limit: $3,050

Dependent care FSA limit: $5,000 per household

Other Key Benefit Plan Thresholds and Limits

Beyond retirement and health-related accounts, the shrm 2023 benefit plan limits include several
other important thresholds that impact various types of employee benefits. These limits influence
compensation structures, tax treatment, and compliance requirements.

Qualified Transportation Fringe Benefits

The IRS has set the monthly limit for qualified transportation benefits, such as transit passes and
parking, at $300 for 2023. Employers offering these benefits can continue to provide tax-advantaged
transportation reimbursement up to this amount, helping reduce employees’ commuting costs.

Health Flexible Spending Account Carryover Limits

Employers that offer FSAs may allow employees to carry over unused funds into the next plan year,
subject to limits. For 2023, the carryover maximum remains at $610, providing flexibility for
employees to manage healthcare expenses without forfeiting unused balances.

Contribution Limits for SEP and SIMPLE IRAs

For self-employed individuals and small business owners, SEP IRAs allow contributions up to 25% of
compensation or $66,000, whichever is less, in 2023. SIMPLE IRA contribution limits increased to
$15,500, with a catch-up contribution of $3,500 for participants aged 50 and above. These limits
support retirement savings strategies in small business environments.



Summary of Additional 2023 Limits

¢ Qualified transportation fringe benefit limit: $300/month
e Health FSA carryover limit: $610
e SEP IRA contribution limit: up to $66,000 or 25% of compensation

e SIMPLE IRA limit: $15,500 with $3,500 catch-up

Implications for Employers and HR Professionals

Awareness of the shrm 2023 benefit plan limits is essential for employers and HR professionals
tasked with designing and managing employee benefit programs. These updated thresholds impact
plan funding, employee engagement, compliance risk, and tax planning strategies. Employers must
adjust benefit communications and payroll systems to reflect the new limits accurately and ensure
that plans continue to meet regulatory requirements.

Plan Design and Compliance Considerations

Employers should review current benefit plans to confirm that contribution limits and benefit amounts
comply with the 2023 thresholds. Failure to adhere to these limits can result in tax penalties or
disqualification of tax-advantaged status. Adjusting plan parameters also allows organizations to
remain competitive in attracting and retaining talent by offering maximized benefits within legal
boundaries.

Employee Communication and Education

Clear communication about the 2023 benefit plan limits helps employees make informed decisions
about their benefit elections. HR professionals should provide updated materials that explain the new
contribution caps, catch-up provisions, and carryover rules. Educational initiatives can promote
optimal use of retirement savings vehicles and healthcare accounts, enhancing overall employee
financial wellness.

Strategic Financial Planning

From a strategic perspective, understanding these limits allows organizations to forecast benefit-
related expenses and tax implications more accurately. Employers can leverage these updates to



create benefit plans that balance cost control with employee satisfaction. Additionally, higher limits
provide opportunities to encourage greater employee savings and participation, contributing to long-
term workforce stability.

Frequently Asked Questions

What are the key 2023 benefit plan limits updates from
SHRM?

The 2023 benefit plan limits include increased contribution limits for 401(k) plans, higher HSA
contribution limits, and updated thresholds for FSA accounts, reflecting adjustments for inflation.

How much can employees contribute to a 401(k) plan in 2023
according to SHRM?

For 2023, employees can contribute up to $22,500 to their 401(k) plans, with an additional catch-up
contribution of $7,500 allowed for those aged 50 and older.

What is the 2023 HSA contribution limit reported by SHRM?

The 2023 Health Savings Account (HSA) contribution limits are $3,850 for individual coverage and
$7,750 for family coverage, with an additional $1,000 catch-up contribution allowed for those 55 and
older.

Are there any changes to Flexible Spending Account (FSA)
limits in 2023?

Yes, the maximum employee contribution limit to a Health Flexible Spending Account (FSA) for 2023
has increased to $3,050, up from $2,850 in 2022.

How do the 2023 Social Security wage base limits impact
benefit planning?

The 2023 Social Security wage base limit is $160,200, which affects payroll tax calculations and
benefit plan contributions tied to Social Security wages.

Has SHRM provided guidance on contribution limits for
SIMPLE IRA plans in 2023?

Yes, for 2023, the contribution limit for SIMPLE IRA plans is $15,500, with an additional catch-up
contribution of $3,500 for participants aged 50 and over.



Why is it important for employers to stay updated on SHRM
2023 benefit plan limits?

Staying updated ensures compliance with IRS regulations, helps optimize employee benefits, prevents
errors in plan administration, and allows employers to advise employees accurately on their
contribution options.

Additional Resources

1. SHRM 2023 Benefit Plan Limits: A Comprehensive Guide

This book offers an in-depth overview of the 2023 benefit plan limits as outlined by SHRM. It covers
key changes and updates, providing HR professionals with practical guidance on compliance and
strategic planning. The guide includes detailed explanations of contribution limits, coverage
thresholds, and other critical parameters for various employee benefit plans.

2. Understanding SHRM Benefit Plan Limits for 2023

Designed for HR practitioners and benefits managers, this book breaks down the complexities of
SHRM's 2023 benefit plan limits. It explains how these limits impact employer-sponsored retirement
and health plans, with real-world examples and case studies. Readers will learn how to effectively
implement and communicate these limits within their organizations.

3. Mastering Employee Benefits: SHRM 2023 Edition

This title focuses on mastering the administration of employee benefits in light of SHRM's 2023
updates. It highlights the latest requlatory changes, contribution caps, and plan design
considerations. The book also includes best practices for optimizing benefit offerings while
maintaining compliance with federal guidelines.

4. SHRM 2023 Benefit Plan Limits Explained: A Practical Handbook

A practical handbook that simplifies the 2023 SHRM benefit plan limits for busy HR professionals. It
provides step-by-step instructions for adjusting benefit plans according to the new limits,
accompanied by checklists and compliance tips. The book is ideal for ensuring that benefit plans
remain competitive and legally compliant.

5. 2023 SHRM Benefit Plan Limits and Their Impact on Workforce Strategy

This book explores how the 2023 SHRM benefit plan limits influence overall workforce strategy and
employee retention. It discusses the financial and operational implications of the limits and suggests
strategic approaches to benefit planning. HR leaders will find valuable insights for aligning benefit
offerings with organizational goals.

6. Navigating SHRM 2023 Benefit Plan Limits: Legal and Financial Perspectives

Providing both legal and financial viewpoints, this book helps readers navigate the complex landscape
of SHRM’s 2023 benefit plan limits. It covers compliance risks, tax implications, and fiduciary
responsibilities associated with benefit plans. The content is tailored for HR professionals, benefits
consultants, and legal advisors.

7. SHRM 2023 Benefit Plan Limits: Tools and Templates for HR

This resource offers practical tools, templates, and worksheets to help HR teams manage 2023
benefit plan limits effectively. It includes customizable documents for plan tracking, employee
communication, and compliance reporting. The book is designed to streamline benefit administration



processes in line with SHRM guidelines.

8. Future-Proofing Employee Benefits: Insights on SHRM 2023 Plan Limits

Focused on future-proofing employee benefits, this book analyzes the 2023 SHRM plan limits in the
context of evolving workforce trends. It encourages proactive planning to accommodate upcoming
regulatory changes and demographic shifts. Readers gain strategies to build sustainable and
attractive benefit programs.

9. SHRM 2023 Benefit Plan Limits: Case Studies and Best Practices

Through real-life case studies, this book illustrates how various organizations have adapted to the
2023 SHRM benefit plan limits. It highlights challenges faced and solutions implemented, offering best
practices for HR professionals. The book serves as a valuable reference for learning from industry
experiences and improving benefit plan management.
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