FERS
RETIREMENT BENEFITS

Retirement Eligibility
Credit for Service
Annuity Benefits
Survivor Benefits

Retirement Application Process






FERS Retirement Benefits

Contents
Overview FERS Retirement System............ooooiiiiii 1
Retirement Eligibility
Age and Service REQUINEMENTS.........c.uuuiiiiiiii e 2
Types of Retirement..........cooooiiiiiiii i, 3
Credit for Service
UNUSEA SICK LEAVE......eeiiiiiiiiiiiiiiiiiie ettt e e e e e e e e e e e e e e e eeeeeeeeeens 6
Creditable Civilian SErVICe..........oiiii i 8
Leave Without Pay (LWOP)......cooi i 10
Creditable Military ServiCe............uuiiiiiiiiiie e 1"
Annuity Computations
AVETAGE SAIAIY.......eeeeiiie et 14
ANNUILY FOMMUIBS. ....oeiiiiii e 15
Annuity Factor Charts and Worksheets...........cooooiiiiiiiiiiiiiiecccccc 17
Part-TimME SEIVICE......uuuiiiiiiiiiiiiiieeeee ettt e e e e et e e e e e e e e eeeeeeeeeeaeeaaeeaaeeees 25
Reductions in BaSICANNUILY........ccoiiiiiiiii e 26
Retiree Annuity SUPPIEMENT........ooooiiiiii 27
Disability BENEfitS.........uuiiiiiiiiii e 32
Survivor Benefits
Survivor Benefits Upon Employee Death....................c 35
Survivor Elections At Retirement.............uuuviiiiiiiiiiiiiiiieeeeeeeeeeeee e 37
Termination of Benefits.........ooo 40
Post-RetirementMarriage. ...........uuuuiiiiiii i 41
Insurable Interest Survivor Benefits..........ooovvvviiiiiiiii 42
LUump SUM Benefits. ... s 43
Preparing for Retirement
Documentation Of SEIVICE.......ccoovviiiiiiiii e 44
Annuity CommencCing Dates.........oooiiiiiiiii e 47
Lump Sum Annual Leave Payment..........cccoooiiiiii e 47
The APPliICAtioN PrOCESS.......ciiiiiiiiiieiii e 49
Cost of Living Adjustments (COLA)......cooiiiiiiieeee e 50
Alternative Form of Annuity (LUMP SUM).....coooiiiiiiiiiiiiiiiiiieieeeeeeeeeeeeeeeeeeeeeeeeeeee e 51
Taxes on Federal ANNUITIES..........ooi e 52
Flexible Spending ACCOUNTS..........ooiiiiii et 56
OPMAAAress /Phone NUMDETS. ..........uiiiiieiiiiieieee et e e e e e e 58
INterNet HIGIIGNTS.......eee e 59

© 1987-2013, J.P.McGehrin & Associates, Inc. All rights reserved. No part of this publication may be reproduced
without the prior permission of J.P. McGehrin and Associates, Inc.






Federal Employees’ Retirement System

The Federal Employees’ Retirement System (FERS) is a three part
system consisting of:

FERS Basic
Benefit

Social
Security
Benefit

Thrift
Savings
Plan (TSP)

FERS Retirement System Overview

FERS Basic Benefit
[ Social Security Benefits
] Thrift Savings Plan

The FERS Basic Benefit is a defined benefit plan based upon years and
months of creditable service and unused sick leave and an average of the
highest three consecutive years of salary. Most FERS employees contribute
.8% of salary to the Civil Service Retirement and Disability Fund for coverage
under the FERS Retirement System. Law Enforcement Officers contribute
1.3% of salary to the retirement fund.

The Social Security Benefit is based upon 35 years of earnings in the Social
Security System. This 35 years will include both Federal and non-Federal
Social Security earnings. Social Security retirement benefits are payable
at age 62. A special retirement supplement is payable from full retirement
age until age 62 to FERS retirees meeting requirements for full immediate
retirement benefits. Social Security benefits may also be paid to family
members of a Social Security recipient.

Employees generally contribute 6.2% of salary to Social Security up to a
maximum taxable amount (MTA) which can increase annually. The 2013
MTA is $113,700.

FERS employees may contribute up to $17,500 of salary (in 2013) to the
Thrift Savings Plan (TSP). The employing agency automatically contributes
1% of basic pay to the TSP account of each FERS employee. The employing
agency matches the employee contribution dollar for dollar for each of the
first 3% contributed by the employee and fifty cents for each dollar for the
next 2% that the employee contributes. The total agency contribution is 5%
if the employee contributes 5% or more. Employees age 50 or older may
contribute an additional $5,500 on a pre-tax basis to the TSP account as
“Catch-up” contribution.

www.federalbenefits.com FERS Retirement Benefits
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FERS Retirement Eligibility

Basic Eligibility Requirement: Five years of creditable civilian service.

Age and Service Requirements

1

Optional Retirement
(Full Immediate Benefit)

MRA + 10

(Reduced Benefit)
(Immediate or Postponed)
Early Optional (Voluntary)
Discontinued Service (DSR)

(Involuntary)

Deferred (Full Benefit)

Deferred (MRA + 10)
Disability

Law Enforcement Officers

Age
MRA* (55-57)

60
62

MRA* (55-57)

50
Any

50
Any

MRA* (55-57)
60
62
MRA* (55-57)
Any

50
Any

Years of Service

30
20
5

10 (**Reduced)

20
25

20
25

30
20
5
10 (**Reduced)
18 Months

20
25

** Reduced benefit: If you retire at MRA (immediate or deferred annuity) with at least
10 but less than 30 years of service, the benefit is reduced 5% for each year (5/12%
per month) that you are under age 62.

( Year of Birth MRA Year of Birth MRA )
"MRA: before 1948 55 1965 56 - 2 mo.
Minimum 1948 55 - 2 mo. 1966 56 - 4 mo.

Retirement Age 1949 55 - 4 mo. 1967 56 - 6 mo.
is based upon 1950 55 -6 mo. 1968 56 - 8 mo.
year of birth. 1951 55 -8 mo. 1969 56 - 10 mo.
1952 55-10 mo. 1970 or later 57
\ 1953-64 56 Y

FERS Retirement Benefits
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Optional Retirement
(Full Immediate
Benefits)

MRA + 10 Retirement
Reduced Immediate
Benefits

MRA + 10 Retirement
Postponed Benefits

Early Optional
Retirement - VERA
(Voluntary
Separation)

Types of Retirement

You may voluntarily retire and receive full unreduced annuity
benefits at any time after meeting one of the age and service
combinations shown below. Special retirement supplements are
payable until age 62. Special retirement supplements are subject
to the Social Security Earnings limitation.

Age Service

MRA 30
60 20
62 5

You may receive immediate reduced benefits at MRA or later after
attaining 10 years of creditable service. The benefit is reduced by
5% for each year that you are under age 62. No special retirement
supplements are payable in the MRA + 10 retirement.

You may postpone receipt of the MRA + 10 benefit to a later age to
lessen the reduction. Federal Employees’ Health Benefit (FEHB)
coverage and Federal Employees’ Group Life Insurance (FEGLI)
coverage may be reinstated when the annuity commences.

If your agency offers you early optional retirement, you may
retire if you meet the age and service requirements shown
below. You must retire within the time frame specified in the early
retirement offer. Agencies may be granted permission to offer early
retirements by OPM if the agency is undergoing a major reduction
in workforce, reorganization or transfer of function. The CSRS
portion of a CSRS/FERS Transfer annuity benefit is reduced by
2% for each year (1/6 % per month) that you are under age 55 on
date of retirement. The FERS portion of the annuity is not reduced.
Special retirement supplements are not payable until you reach
MRA. Special retirement supplements are subject to the Social
Security earnings limitation.

Age Service

Any age 25

www.federalbenefits.com
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Discontinued
Service
Retirement - DSR
(Involuntary
Separation)

Disability
Retirement

Deferred
Retirement

Law Enforcement
Officers and
Firefighters

Types of Retirement
(Continued)

If you are involuntarily separated from your position and are not given
a reasonable offer of another position, you may receive an immediate
annuity if you have met the age and service requirements shown below.
The CSRS portion of a CSRS /FERS Transfer annuity benefit is reduced
by 2% for each year (1/6 % per month) that you are under age 55 on date
of retirement. The FERS portion of the annuity is not reduced. Special
retirement supplements are not payable until you reach MRA. Special
retirement supplements are subject to the Social Security earnings

limitation.
Service

Age

Any age 25

If you become disabled, unable to provide useful and efficient service in
your current grade or pay level because of a medical condition, you may
be eligible for a disability retirement at any age after eighteen months of
civilian service.

If you separate from service before you are eligible for an immediate
annuity and you do not take a refund of your retirement contributions,
you will be eligible for deferred retirement benefits at soon as you attain
the age that corresponds with the age and service combinations shown
below. You will not be permitted to continue Federal Employees’ Health
Benefits or Federal Employees’ Group Life Insurance. You are not
eligible for the special retirement supplement.

MRA 30
60 20
62 5
MRA 10 (Reduced)

You may receive full unreduced retirement benefits at age 50 or older
after completing 20 years of qualifying law enforcement service (LEO)
or firefighter (FF) service or at any age after completing 25 years of
qualifying LEO / FF service. Special retirement supplements are payable
from retirement date until age 62. Special retirement supplements are
subject to the Social Security earnings limitation when you reach your
MRA.

FERS Retirement Benefits
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Unused Sick Leave

Credit for Unused Sick Leave for FERS Retirees
The National Defense Authorization Act of 2010

provides credit for unused sick leave in the
calculation of the annuity benefit for FERS retirees.

Credit for unused sick leave in the annuity calculation will be phased in beginning in 2010.

m  Retiring FERS employees who separate before January 1, 2014 will receive credit for
50 percent of unused sick leave balance on date of retirement.

m  Retiring FERS employees who separate on or after January 1, 2014 will receive credit
for 100 percent of unused sick leave balance on date of retirement.

m  Unused sick leave is not included for determining eligibility.
m  Unused sick leave is added to length of service in computing the annuity benefit.
m  Unused sick leave is credited only in immediate retirements.

m  Unused sick leave is computed on the basis of a 2087 hour work year for most federal
employees.

Example # 1: Retire before 2014

Service : = 25 years - 4 months - 15 days
USL 624 hours =

= Credit for 312 hours = 1 month - 24 days
Total: = 25 years - 5 months - 39 days

= 25 years - 6 months - 9 days
25 years - 6 months

Service : = 25 years - 4 months - 15 days
USL 624 hours = 3 months - 18 days
Total: = 25 years - 7 months - 33 days

= 25 years - 8 months - 3 days
25 years - 8 months

FERS Retirement Benefits www.federalbenefits.com



Sick Leave Chart - 2087 Hours

Sick Leave Chart - 2087 Hours

/
No. of |1 Day| 1 Mo.|2 Mo. | 3 Mo. |4 Mo. 5 Mo. |6 Mo. | 7 Mo. (8 Mo. |9 Mo. |10 Mo. |11 Mo.

Days | & Up | & Up (& Up | &Up|&Up (& Up |&Up | &Up [&Up [&Up | &Up | & Up
0 _ 174 | 348 | 522 | 696 | 870 | 1044 | 1217 [ 1391 | 1565 | 1739 | 1913
1 6 180 | 354 | 528 | 701 | 875 | 1049 | 1223 [ 1397 | 1571 | 1745 | 1919
2 12 | 186 | 359 | 533 | 707 | 881 [ 1055 | 1229 | 1403 | 1577 | 1751 | 1925
3 17 | 191 | 365 | 539 | 713 | 887 [ 1061 | 1235 | 1409 | 1583 | 1757 | 1930
4 23 | 197 | 371 | 545 | 719 | 893 [ 1067 | 1241 | 1415 | 1588 | 1762 | 1936
5 29 | 203 | 377 | 551 | 725 | 899 [ 1072 | 1246 | 1420 | 1594 | 1768 | 1942
6 35 | 209 | 383 | 557 | 730 [ 904 | 1078 | 1252 | 1426 | 1600 | 1774 | 1948
7 40 | 214 | 388 | 562 | 736 | 910 [ 1084 | 1258 | 1432 | 1606 | 1780 | 1954
8 46 | 220 | 394 | 566 | 742 | 916 [ 1090 | 1264 | 1438 | 1612 | 1786 | 1959
9 52 | 226 | 400 | 574 | 748 | 922 | 1096 | 1270 | 1444 | 1617 | 1791 | 1965
10 58 | 232 | 406 | 580 | 754 | 928 | 1101 | 1275 | 1449 | 1623 | 1797 | 1971
11 64 | 238 | 412 | 586 | 759 | 933 [ 1107 | 1281 | 1455 | 1629 | 1803 | 1977
12 69 | 243 | 417 | 591 | 765 | 939 [ 1113 | 1287 | 1461 | 1635 | 1809 | 1983
13 75 | 249 | 423 | 597 | 771 | 945 | 1119 | 1293 | 1467 | 1641 | 1815 | 1988
14 81 255 | 429 | 603 | 777 | 951 | 1125 | 1299 | 1472 | 1646 | 1820 | 1994
15 87 | 261 | 435 | 609 | 783 | 957 [ 1130 | 1304 | 1478 | 1652 | 1826 | 2000
16 92 | 267 | 441 | 615 | 788 | 962 [ 1136 | 1310 | 1484 | 1658 | 1832 | 2006
17 98 | 272 | 446 | 620 | 794 | 968 | 1142 | 1316 | 1490 | 1664 | 1838 | 2012
18 104 | 278 | 452 | 626 | 800 | 974 [ 1148 | 1322 | 1496 | 1670 | 1844 | 2017
19 110 | 284 | 458 | 632 | 806 | 980 | 1154 | 1328 | 1501 | 1675 | 1849 | 2023
20 116 | 290 | 464 | 638 | 812 | 986 | 1159 | 1333 | 1507 | 1681 | 1855 | 2029
21 121 | 296 | 470 | 643 | 817 | 991 [ 1165 | 1339 | 1513 | 1687 | 1861 | 2035
22 127 | 301 | 475 | 649 | 823 | 997 [ 1171 | 1345 | 1519 | 1693 | 1867 | 2041
23 133 | 307 | 481 | 655 | 829 | 1003 [ 1177 | 1351 | 1525 | 1699 | 1873 | 2046
24 139 | 313 | 487 | 661 | 835 | 1009 [ 1183 | 1357 | 1530 | 1704 | 1878 | 2052
25 144 | 319 | 493 | 667 | 841 | 1015 [ 1188 | 1362 | 1536 | 1710 | 1884 | 2058
26 150 | 325 | 499 | 672 | 846 | 1020 [ 1194 | 1368 | 1542 | 1716 | 1890 | 2064
27 156 | 330 | 504 | 678 | 852 | 1026 [ 1200 | 1374 | 1548 | 1722 | 1896 | 2070
28 162 | 336 | 510 | 684 | 858 | 1032 [ 1206 | 1380 | 1554 | 1728 | 1901 | 2075
29 168 | 342 | 516 | 690 | 864 | 1038 [ 1212 | 1386 | 1559 | 1733 | 1907 | 2081

www.federalbenefits.com
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Contributory
Service

Non-deduction
Service
Performed Prior
to 1989

Procedures for
Payment of a
FERS Deposit

Non-deduction
Service
Performed After
1988

Credit for Civilian Service

Federal civilian service for which contributions have been made or
deposited.

Deposits may be made for non-deduction civilian service performed
prior to 1989 and for service previously covered by CSRS deductions
or deposits if a refund was received prior to date of transfer and that
service is now credited in FERS. (If a refund was paid under CSRS,
and employee had less than 5 years service on date of transfer, all
service is subject to FERS credit rules. There is no CSRS component
to annuity). Deposits must be paid to receive credit for pre-1989 non-
deduction service. FERS deposits equal 1.3% of basic pay, plus variable
interest.

Temporary Appointment: 1/1/86 $12,000/yr .(Non-ded.Service)
Converted to Career: 1/1/88

Deposit = 24,000 X 1.3% $312 plus variable interest.

$1,400

If the deposit is not paid, employee will not receive credit for 1986
and 1987. Two years = 2% of High-3 average salary. If retired
with $50,000 average salary = $ 1,000/year in annuity.

Anemployee may obtain an Application to Make Service Credit Payments
for Civilian Service (SF 3108) from Personnel or www.opm.gov. . Go to
“Retirement” tab, then “Publications and Forms”. Employee completes
the front and returns SF 3108 to Personnel. Agency Personnel office
will complete form and forward to OPM. OPM will notify the employee
of the amounts due.

Non-deduction service performed on or after January 1, 1989 is not
creditable. No deposit option is available.

FERS Retirement Benefits
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Refunded Service

Refunded Service

Redeposit

Procedures for
Payment

Refunded Service is Federal civilian service during which FERS
Retirement contributions were withheld but later refunded to the
employee.

Redeposit is repayment of the refund, plus interest.

The National Defense Authorizations Act of 2010 permits FERS
employees the right to redeposit the amount of the refund, plus
interest, to receive credit for the refunded service for eligibility for
retirement and computation of the annuity benefit.

An employee may obtain an Application to Make Service Credit
Payments for Civilian Service (SF 3108) from Personnel or www.
opm.gov. Go to “Retirement” tab, then “Publications and Forms”.
Employee completes the front and returns SF 3108 to Personnel.
Agency Personnel office will complete form and forward to OPM.
OPM will notify the employee of the amounts due.

Variable Interest

Variable interest accrues on December 31 of each year. To avoid additional interest on
December 31, the payment must be received by OPM before December 31.

/

Variable
Interest Rates

Interest
Accrual Date:
December 31

1999  5.75%
2000 5.875%
2001 6.375%
2002  5.5%
2003 5.0%
2004  3.875%
2005 4.375%
2006  4.125%
2007  4.875%
2008  4.375%
2009  3.875%
2010  3.125%
2011 2.75%
2012 2.25%
2013 1.625%

1985 13.0%
1986 11.125%
1987 9.0%
1988 8.375%
1989 9.125%
1990 8.75%
1991 8.625%
1992 8.125%
1993 7.125%
1994 6.250%
1995 7.00%
1996 6.875%
1997 6.875%
1998 6.75%

www.federalbenefits.com
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Leave Without Pay (LWOP)

Leave without pay (LWOP) is fully creditable for retirement purposes for up to six months per

calendar year.

LWOP: 1/1/99
RTD: 8/1/99

LWOP: 1/1/90
RTD: 7/1/90

7 months LWOP = 1 month excess LWOP
5 months of service
6 months creditable LWOP

+ 1 n

6 months LWOP in 1990
Full Credit in 1990

11 months credit 1999

5.7% Refund Due Some FERS Employees

If a FERS employee has already made a 7% deposit for non-deduction service under CSRS or
paid 7% into the CSRS Fund while employed under CSRS prior to transfer or paid a redeposit of
7% into CSRS and was either automatically changed to FERS or elected to transfer to FERS with
less than five years of creditable service prior to transfer (“ATrue FERS Employee”), the employee
is entitled to a refund of the difference between the 7% paid into the CSRS System and the correct
FERS contribution rate of 1.3%. Submit OPM Form 1562 to your Personnel Office to apply for
a refund of excess contributions. Please see Chapter 33 of the CSRS and FERS Retirement
Handbook for additional information on excess contributions. This Handbook is available via OPM
Web site http://www.opm.gov. Search: CSRS and FERS Retirement Handbook.

CSRS/FERS Transfer Employees

The annuity computation for an employee who transferred to FERS and retains a Civil Service
component to their annuity will be calculated using both the CSRS computation formula and the
FERS computation formula. All service prior to the date of transfer is subject to the CSRS credit
rules. (Refer to FERS Transfer Supplement for additional information.)

FERS Retirement Benefits www.federalbenefits.com



Creditable
Military
Service

Documentation of
Military Service

Reference

Military Service

Active, honorable military service may be creditable towards FERS or
CSRS retirement benefits. Creditable service may include:

Service in military academies,

Active duty in reserves,

Reservists’ annual 15-day training camps or cruises (during non-
federal service)

Service by NROTC students when ordered to active duty or training
duty (including summer cruises) as members of the Naval or Marine
Corps Reserve,

Service by AROTC students after October 13, 1964 when ordered
to active duty or training duty as members of the Army Reserves,
Service in the National Guard if “Under a call by the President”, or
pursuant “orders” issued under section 233(d) of Armed Forces
Reserve Act of 1952; or pursuant to “orders” issued under title 10
of the ASCOT. (Agency must contact the State Adjutant General’s
Office for a determination of credit.)

To document military service, contact your personnel office for Standard
Form 180. Complete and mail to appropriate address on back of form.

This form can also be downloaded from the National Archives Web
site: http://www.archives.gov.

Chapter 22 of the CSRS and FERS Retirement Handbook lists the
types of military service which are creditable. This Handbook is
available via OPM Web site http://www.opm.gov. Search: CSRS and
FERS Retirement Handbook.

Military
Retired
Pay

Career Military Retirement or Non-combat Disability Retirement
The receipt of career military retirement or non-combat disability retirement

bars the crediting of military service for CSRS retirement purposes. The
employee may waive military retired pay to receive credit toward CSRS
retirement. Request alternate retirement estimates based upon civilian
service only and civilian and military service combined and payment of the
post-56 deposit.

Reserve Retirement or Combat-connected Disability Retirement
Retirement credit is allowed if the retired pay is based on combat-connected

disability retirement, or based on age and service in the Reserves (Chapter

67, Title 10, U.S.Code), without waiver of military retired pay.

www.federalbenefits.com
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. ' Post-56 Military Deposit

Deposit
Required

Deposit Amount

Military Deposit

While on LWOP

Interest

FERS employees must make a deposit for post-56 military service prior to
retirement to receive credit for the post-56 military service for retirement
eligibility and computation of the annuity benefit. If a deposit for post-56
military service is not made prior to retirement, post-56 military service
cannot be credited for retirement eligibility or computation.

Post-56 deposit = 3% of base pay earned during post-56 military service.
(Deposits for military service performed in 1999 and 2000 are subject to the
same temporary increase imposed on employee retirement deduction for
those years. Military deposit rates for 1999 is 3.25%. The military deposit
rate for 2000 is 3.4%)

Depositis required only for periods not covered by civilian pay and retirement
deductions. Employee must include documentation of their civilian pay
with the application to pay the military deposit. Alternative Method for
Calculating the Deposit: For employees on LWOP-US who return to civilian
service after exercising their restoration rights, the amount of the deposit,
before interest, cannot exceed the amount of civilian retirement deductions
that would have been deducted for the employee’s civilian pay (0.8%) had
the employee not performed the military service. Reference: See Benefits
Administration Letter 03-105, dated June 25, 2003, for a detailed discussion
of this alternative method for calculating the deposit. Go to www.opm.gov.
“Retirement”.

Interest is charged at g Variable Interest Rates
a variable rate set b 0
the Department of ch 1985 13.0% ;ggg g;%:%
Treasury. Composite 1986  11.125% 2001 6.375%
rates are applied as 1987  9.0% 2002 5:5%
interestperiods straddle 1988  8.375% 2003 5.0%
two calendar years. No 1989  9.125% 2004 3:875%
interest is charged if the 1990  8.75% 2005 4.375%
deposit is paid in full 1991  8.625% 2006 4.125%
within 3 years of first 1992 8.125% 2007 4.875%
employment. Interest 1993 7.125% 2008 4.375%
accrues each year on 1994 6.250% 2009 3.875%
the anniversary of the 1995  7.00% 2010 3.125%
entrance on duty into 1996  6.875% 2011 2.75%
FERS service date. 1997  6.875% 2012 2.250/
1998 6.75% e
2013  1.625%

FERS Retirement Benefits www.federalbenefits.com



Post-56 Military Deposit
(Continued)

Procedures for Payment of the Post-1956 Deposit:

1) Request Estimated Base Pay Earnings

Obtain Request for Estimated Base Pay Earnings (Rl 20-97) from your Personnel
Office. This form is also available on www.opm.gov . Go to “Retirement” tab, then
“Publications and Forms”. Send Request for Estimated Base Pay Earnings to the
appropriate military pay center along with verification of military service. Response will
be sent directly to you in approximately 3 weeks.

2) Submit Earnings Estimate to Personnel

Request for SF 3108, Application to Make Service Credit Payment, which includes SF
3108 A, Application to Pay Military Deposit from your Personnel Office. This form is also
available on www.opm.gov . Go to “Retirement” tab, then “Publications and Forms”. Submit
SF 3108 and SF 3108A and estimated earnings to your personnel office. Personnel will
calculate the deposit due, plus interest.

3) Pay Deposit Before Retirement

You may pay this deposit by check or by payroll deduction. All deposits must be made to
the employing office prior to retirement. Fully paid deposits are not refundable.

Example: Mike

Average Salary: $50,000
2 Years of Military Service: 1973-1974

Basic Pay earnings = $15,000
Deposit = 3% = $450
Plus interest = +$750
Deposit due = $1,200

If the deposit is not paid, no credit is granted for the
military service for retirement eligibility or calculation.

2 years = 2% of the average salary
= 2% of $50,000
= $1,000 per year

13
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Annuity Computations

Basic
Components
of the Annuity

The amount of the annuity benefit is based upon:
m High 3 years average salary, and
m Length of creditable service and unused sick leave
Credit for unused sick leave will be phased in beginning in 2010.

Average Salary includes:

Locality pay,

Shift pay for wage grade employees,
LEAP for Law Enforcement Officers, and
AUO for Firefighters.

Average Salary

Average Salary does not include:
m Bonuses,

m Awards, or

m Overtime

Multiply each annual salary rate by the fraction of the year that the
salary was in effect. Time factor charts are available in chapter
50 of the CSRS and FERS Retirement Handbook for Personnel
and Payroll Offices.

2. Total earnings for the three-year period.

3. Divide by 3 years.

Sample Average Salary Calculation

Average Salary 1.
Calculation

From Through | Salary rate Total time Time factor| Earnings
05-01-2010 [ 05-07-2011 $48,434 1yr 0 mo 7 days 1.019444 $49,375.75
05-08-2011 | 04-30-2013 $51,569 1 yr 11 mo 23 days 1.980556 | $102,135.29

= 3 years 3.000000 | $151,511.04
(+.000001) $50,503.68

3 years

= $50,503.68

FERS Retirement Benefits
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. ' FERS Annuity Computations
(Continued)

Basic Annual Basic Benefit =
Benefit 1% X high-3 average salary X years of creditable service and
unused sick leave*

Age: 60
Average Salary: $50,000

20 years 3 months of service and USL credit
20-3/12 X 1%

20.25%

20.25% of high-3 average salary
$10,125/ year

$843 / month

Age 62 with 20 Basic Benefit =
or more years 1.1% X high-3 average salary X years of creditable service
service and unused sick leave*

Age: 62

Average Salary: $50,000

20 years 3 months of service and USL credit
20-3/12 years

20-3/12 X 1.1%

22.275%

22.275% of high-3 average salary

$11,137 / year

$928 / month

* Unused Sick Leave:

Retiring FERS employees who separate before January 1, 2014 will receive
credit for 50 percent of unused sick leave balance on date of retirement.

Retiring FERS employees who separate on or after January 1, 2014 will
receive credit for 100 percent of unused sick leave balance on date of retirement.
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. ' FERS Annuity Computations
(Continued)

MRA + 10 Reduced
Benefit

Example 3: MRA + 10 (reduced)

Age: 55 years, 11 months
Average Salary: $50,000

11 years of service + USL
(30% reduction)
Reduced benefit

11% of high-3 ave. salary
-3.3%

7.7% of high-3

$3,850 / year

$320 / month

Law Enforcement 1.7% X High-3 X 1st 20 years of qualifying LEO/FF service
Officer / Firefighter under FERS
Formula + 1.0% X High-3 X remaining service creditable and sick leave *

under FERS that exceeds 20 years

Example 4: LEO/FF

LEO: 22 years (including sick leave)
Age: 50

High 3: $60,000

20 years x 1.7% = 34%

+ 2 years X 1% = 2%

Total = 36% of high-3 average salary
= $21,600 / year
= $1,800 / month

Annuity Factor Refer to the annuity factor charts and worksheets on the following
Charts pages to calculate your FERS Basic Benefit.

FERS Retirement Benefits www.federalbenefits.com
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. ' FERS Basic Benefit Calculation

FERS Basic Benefit Calculation

FERS Annuity Only (No CSRS Component):
1 | Enter Hi-3 Average Salary $
2 Multiply by FERS retirement factor

___years ___months of FERS service X
3 | Basic FERS Annuity $
4 MRA = 10 Reduction for age:

Multiply by 5% reduction factor X
5 | Basic FERS Benefit (w/out Survivor) $
6 | Survivor Reduction

= Full Survivor benefit - multiply by .90

= Partial Survivor benefit - multiply by .95

= No Survivor benefit - multiply by 1.0 X
. Annual FERS Benefit w/ survivor reduction $

Divide by 12 + 12
8 | Monthly FERS Benefit $

Survivor Benefit: Enter amount from line 5 $
9 | " Full Survivor Benefit - Multiply by .50

= Partial Survivor benefit = Multiply by .25 X
10 | FERS Survivor Benefit $
11 | Monthly FERS Survivor Benefit $

www.federalbenefits.com

FERS Retirement Benefits
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FERS Basic Benefit Calculation
(Continued)

Example: Basic Benefit Calculation, Full Benefit (60/20)

Retirement Date:  4/30/13 SCD: 4/19/93 FERS: 20 yrs, 0 mo, 12 days

Date of Birth: 1/26/53 USL: 1 mo, 2days
368 hours USL. Total: 20 yrs, 1 mo, 14 days
Credit for 184 hours in annuity calculation

= 1 month 2 days Average Salary: $46,742.00

FERS Basic Benefit Calculation

FERS Annuity Only (No CSRS Component):

1 | Enter Hi-3 Average Salary $ 46,742.00
2 Multiply by FERS retirement factor
20 years _1_months of FERS service and USL X .200833
3 | Basic FERS Annuity $ 9,387.34
4 MRA = 10 Reduction for age:
Multiply by 5% reduction factor X N/A
5 | Basic FERS Benefit (w/out Survivor) $ 9,387.34
6 Survivor Reduction
e Full Survivor benefit - multiply by .90
e Partial Survivor benefit - multiply by .95
e No Survivor benefit - multiply by 1.0 X .90
7 Annual FERS Benefit w/ survivor reduction. $ 8,448.61
Divide by 12 + 12
8 Monthly FERS Benefit $ 704.00
Survivor Benefit: Enter amount from line 5 $ 9,387.34
9 |° Full Survivor Benefit - Multiply by .50
e Partial Survivor benefit = Multiply by .25 X .50
10 FERS Survivor Benefit $ 4,693.67
11 | Monthly FERS Survivor Benefit $ 391.00
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Example: Basic Benefit Calculation, FERS-MRA+10 Retirement

FERS MRA + 10 Calculation

Retirement Date:  03/31/13 SCD: 9/22/98
Date of Birth: 10/16/56

Age :

56 yrs, 5 mo, 15 days

160 hours USL= credit 80 hours in

annuity calculation = 14 days

FERS: 14 yrs, 6 mo, 9 days
USL: 14 days
Total: 14 yrs, 6 mo, 23 days

Average Salary: $60,000

FERS Basic Benefit Calculation
FERS Annuity Only (No CSRS Component):
1 | Enter Hi-3 Average Salary $ 60,000.00
2 Multiply by FERS retirement factor
14 years _6_months of FERS service X .145000
3 | Basic FERS Annuity $ 8,700.00
4 | MRA = 10 Reduction for age:
Multiply by 5% reduction factor X .725000
5 | Basic FERS Benefit (w/out Survivor) $ 6,307.50
6 | Survivor Reduction
e Full Survivor benefit - multiply by .90
e Partial Survivor benefit - multiply by .95
e No Survivor benefit - multiply by 1.0 X .90
7 | Annual FERS Benefit w/ survivor reduction. $ 5,676.75
Divide by 12 + 12
8 | Monthly FERS Benefit $ 473.00
Survivor Benefit: Enter amount from line 5 $ 6,307.50
9 |° Full Survivor Benefit - Multiply by .50
e Partial Survivor benefit = Multiply by .25 X .50
10 | FERS Survivor Benefit $ 3,153.75
11 | Monthly FERS Survivor Benefit $ 262.00

www.federalbenefits.com
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. ' FERS LEO / FF Calculation

Example: Law Enforcement Officer / Firefighter Calculation

Retirement Date:  06/30/13 SCD: 12/22/88 FERS: 24 yrs. 6 mo. 9 days

Date of Birth: 9/10/56 USL: 2 mo. 13 days
Age : 56 yrs, 9 mo, 21 days Total 24 yrs. 8 mo. 22 days
840 hours of unused sick leave:

Credit for 420 hours in annuity calculation Average Salary: $70,000

= 2 months 13 days

FERS Basic Benefit Calculation

FERS Annuity Only (No CSRS Component):

1 | Enter Hi-3 Average Salary $ 70,000.00
2 Multiply by FERS retirement factor

24 years _8 months of FERS service X .386667
3 | Basic FERS Annuity $ 27,066.67
4 | MRA = 10 Reduction for age:

Multiply by 5% reduction factor X N/A
5 | Basic FERS Benefit (w/out Survivor) $ 27,066.67

6 | Survivor Reduction
e Full Survivor benefit - multiply by .90
e Partial Survivor benefit - multiply by .95

e No Survivor benefit - multiply by 1.0 X .90
7 | Annual FERS Benefit w/ survivor reduction. $ 24,360.00
Divide by 12 + 12
8 | Monthly FERS Benefit $ 2,030.00
Survivor Benefit: Enter amount from line 5 $ 27,066.67
9 |° Full $urvivor Benefit -.Multiply. by .50
e Partial Survivor benefit = Multiply by .25 X .50
10 | FERS Survivor Benéefit $ 13,533.34
11 | Monthly FERS Survivor Benefit $ 1,127.00
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Part-Time Service

Part-time Service is service with a pre-arranged, regularly scheduled tour of duty which is less
than full-time.

In computing a FERS Annuity benefit involving part-time service, full credit is granted for the part-
time service in determining eligibility for retirement. Deemed full-time salary rates are used in
computing the average salary. The retirement benefit is adjusted for part-time service by a ratio of
the number of part-time hours to the number of hours the employee would have worked had the
employee worked full-time. (See FERS Transfer Supplement for a discussion of part-time service
for a CSRS / FERS Transfer employee.)

25
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Reductions in Basic Annuity

FERS Reduction Annuity is reduced 5% for each year retiree is under age 62, 5/12
For Age (MRA +10) percent for each full month under age 62. (This applies to both the
CSRS and the FERS components of a Transfer calculation.)

Reduction to FERS Survivor Reduction =
Provide Survivor n 10% of benefit for full survivor benefit
Benefit m 5% of benefit for partial survivor benefit.

26
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Eligibility for
Retirement Supplement

FERS Retirement
Benefit

FERS Retirement
Eligibility

Social Security Benefits
Payable At Age 62

Supplement Paid
by OPM

of service.

Retiree Annuity Supplement

The retiree annuity supplement is an approximation of the portion of a full
career Social Security benefit earned while employed under FERS.

The FERS retirement system is a three part retirement plan
consisting of:

* FERS Basic Benefit

» Social Security

» Thrift Savings Plan

Full, unreduced retirement benefits are payable to FERS

retirees who meet the following requirements:

*  MRA (minimum retirement age) or older with 30 or more
years of service, or

* Age 60 or older with 20 or more years of service, or

+ Age 50 or older with 20 or more years of service if offered
an early voluntary retirement or if involuntarily separated
due to agency downsizing, or

* Age 50 or older with 20 or more years of qualifying law
enforcement service, or

* Any age with 25 years of qualifying law enforcement
service.

Social Security retirement benefits are not payable until age
62.

An additional amount is paid by OPM to retirees eligible for
full retirement benefits to supplement the total retirement until
Social Security benefits become payable at age 62.

» Afull Social Security benefit is estimated by OPM based upon 40 years

* The supplement paid by OPM is a fraction of this estimated benefit
equal to the total full calendar years of civilian service creditable under
FERS, divided by 40.

www.federalbenefits.com

FERS Retirement Benefits
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. . Retirement Supplement Provisions

* The retirement supplement is not paid on MRA + 10 retirements.

» The retirement supplement is not paid on deferred retirements.

* The retirement supplement is paid from MRA until age 62.

* The retirement supplement is subject to the Social Security earnings limitation.

* The supplement is paid to law enforcement officers and firefighters in the first year of
retirement, regardless of age.

* The supplement paid to law enforcement officers and firefighters is not subject to the
earnings limitation until the retiree reaches MRA.

Approximate Amount of the
Retiree Annuity Supplement

The 2013 annuity supplement equals between $35 and $45 per month, per year of FERS

service.

Helen retired at age 60 with 20 years of FERS service and was
eligible for the special retirement supplement.

Salary < $50,000 per year:
Supplement = approximately $35 per month per year of
FERS service.

« 20 years X $35 per year = $700 per month
Salary > $50,000 - $113,700 per year

Supplement = approximately $40 per month per year of FERS
service.

« 20 years X $40 per year = $800 per month
Salary > $113,700 per year:

Supplement = approximately $45 per month per year of FERS
service.

« 20 years X $45 per year = $900 per month

FERS Retirement Benefits www.federalbenefits.com



Annuity Supplement Calculation

Afull career earnings history is constructed using employees basic pay during FERS civilian
service and deemed wages for years after age 21 and before employment under FERS.

1. An earnings ratio is established by dividing the employees actual pay for the first full
calendar year of FERS service by the Average Total Wages (ATW) for that year.

2. Deemed earnings are computed by multiplying the earnings ratio by the ATW for each
year earnings are to be deemed.

3. Total “deemed earnings” prior to FERS employment and “actual earnings” during FERS
employment to create a 35 year earnings record.

4. Afull Social Security benefit is calculated using the earnings record constructed. (The
age 62 reduction is applied to this Social Security benefit. Windfall Benefits Elimination
Provision is not applied to this benefit calculation.)

The amount of the retiree annuity supplement is a fraction of this Social Security benefit
equal to the total civilian service creditable under FERS (rounded to the nearest full year)
divided by 40.

29
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Annuity Supplement Calculation
Example

Example: Retiree Annuity Supplement

FERS (1993 - 2013)
Age: 60/20 Years of Service

1. Earnings Ratio:
1993 FERS $30.000 = 1.5 earnings ratio
1993 ATW  $20,000

2. Deemed Earnings:

ATW (Age 22 - FERS) X 1.5 earnings ratio 1
$
$
$ k Deemed Earnings
$
$
FERS Employment J
+
+ Actual Earnings (during FERS Employment)
1993 $ |
$
$
$ k Actual Earnings
$
$
2013 $ L
3. Deemed Earnings + Actual Earnings = 35 Year Earnings History

4. Calculate Age 62 Social Security Benefit

Special Retirement Supplement =

Years L%FERS X Age 62 Social Security Benefit

30
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Earnings Limitation

The retiree annuity supplement is subject to the Social Security earnings limitation. If a
retiree’s wages and net self-employment income exceeds the earnings limitation, the retirement
supplement is reduced by $1.00 for every $2.00 that the earnings exceed the annual earnings
limit. The dollar amount of the earnings limitation changes annually. The 2012 earnings limitation
was $14,640. The 2013 earnings limitation is $15,120.

When Reduction is
Assessed

Reduction Limited
to Amount of
Previous Year
Supplement

Earnings in the Year
the Retiree Attains
Age 62

Areduction on the retirement supplement in a given year is based
on excess earnings in the previous year.

o ()

Tony retired in July 2012 at age 60 with 20 years of FERS
service and was eligible for special retirement supplement
of $800 per month.

Tony’s 2012 post-retirement earnings are subject to the
earnings limitation. If his 2012 earnings exceeded $14,640
(2012 limit), then Tony’s 2013 retirement supplement will be
reduced.

For the year immediately following the first year during which the
retiree became eligible to receive the supplement, the annual
earnings reduction cannot exceed the total retirement supplement
to which the individual was entitled in the first year.

—

Tony receives retirement supplement in 2012 of $800 per
month for five months (August - December) for a total of
$4,000.

The total reduction in Tony’s 2013 supplement will not
exceed $4,000.

The earnings in the year that the retiree attains age 62 will have
no impact on the annuity supplement. Earnings prior to attaining
age 62 will have no impact on the Social Security benefit.

www.federalbenefits.com
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Disability Retirement

Criteria for Disability Retirement

A disability retirement is a benefit provided to protect an employee who is no longer able
to provide useful and efficient service in his or her current grade or pay level because of a
medical condition. Disability retirement should be a last resort and is appropriate only when
reasonable efforts to preserve the person’s employment have failed

Basic Eligibility Requirement

18 months of creditable civilian service is required to qualify for FERS disability retirement
benefits.

Documentation Required

A claim for disability retirement must include documentation that clearly and specifically
establishes:

1. A deficiency in service with respect to performance, conduct, or attendance, or in
the absence of any actual service deficiency, a showing that the medical condition is
incompatible with either useful service or retention in the position;

2. A medical condition defined as disease or injury, including psychiatric disease;

3. That the medical condition caused the service deficiency;

4. The duration of the medical condition, both past and expected, and a showing that the
condition, in all probability, will continue for at least a year;

5. The inability to provide useful and efficient service arose while serving under the FERS
Retirement System;

6. The inability of the employing agency to make reasonable accommodation to the
medical condition; and

7. The absence of another position, within the employing agency and commuting area,
at the same grade or pay level and tenure, for which the employee is qualified for
reassignment.

FERS Retirement Benefits www.federalbenefits.com



Disability Annuity Calculations

The FERS disability retirement is recomputed after the first twelve months and again at age 62
if the retiree was under age 62 at time of retirement. The disability benefit is calculated using
the following formulas:

First Year: 60% of high-3 average pay
Minus
100% of any Social Security disability benefit payable

Second Year 40% of high-3 average pay

to Age 62: Minus
60% of the Social Security benefit payable, if any

Age 62 The FERS disability retirement is recomputed at age 62 to equal a

FERS basic retirement benefit that includes service to age 62. The
average salary used in this calculation is increased by all FERS
Cost of Living Adjustments which have occurred during the period
the retiree was entitled to disability benefits.

. ‘ Termination of Disability Benefits

A disability annuity terminates if you are found recovered, restored to earning capacity or
reemployed in Federal service.

and Later:

Medical Recovery OPM may require periodic reevaluations on your medical condition
until age 60. If OPM finds you recovered, your disability annuity
payments will stop one year from the date of the medical examination
showing your recovery or on the date that you are reemployed in the
Federal service, whichever occurs first.

Restoration to If your earnings from wages or self-employment equal at least 80

Earning Capacity percent of the current salary rate of the position from which you
retired, you are considered restored to earning capacity and your
disability annuity payments terminate six months from the end of the
calendar year in which your earning capacity is restored or on the
date that you are reemployed in Federal service, whichever occurs
first. Benefits may be reinstated if income falls below the 80% level
and the disease or condition on which your disability retirement was
approved still exists.

www.federalbenefits.com FERS Retirement Benefits
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FERS Survivor Benefits

FERS Survivor Benefits Basic Death Benefit - Lump Sum

upon the Death of an Survivor Annuity (10 years of service)

Employee Spouse / Former Spouse
Children

Social Security

FERS Survivor Annuity Spouse / Former Spouse
upon the Death of an Children
Annuitant Insurable Interest Survivor

Social Security

Lump Sum Refund of contributions in retirement fund
(Paid only if no survivor annuities are payable)
Order of Precedence

Spouse Equity Act

A qualifying court order may require OPM to apportion an annuity benefit between a
retiree and a former spouse and / or provide survivor benefits to a former spouse upon
the death of a retiree.

For detailed information on court-awarded benefits for former spouses, please view
the module on Court Orders. You may also refer to the CSRS and FERS Retirement
Handbook for Personnel and Payroll Offices, Chapter 5, Court Orders, available on
the OPM Web site, http://www.opm.gov. (Use the search engine. Search CSRS and

FERS Retirement Handbook.)

FERS Retirement Benefits www.federalbenefits.com



. ' FERS/FERS Transfer Survivor Benefits

Survivor Benefits upon the death of a FERS Employee:

18 months of service = Basic Employee Death Benefit
m surviving spouse $31,316, plus higher of:
m surviving former spouse (court order) -1/2 final salary

-1/2 average salary

m surviving children $494 / month

Plus

10 years of service = Survivor Annuity

m surviving spouse 50% of employee’s basic annuity
m surviving former spouse (court order)

m surviving children $494 / month

*Note: The child’s annuity is reduced by any Social Security child benefit payable.

35
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Deceased Employee

Surviving Spouse

Surviving Former
Spouse

Surviving Children

Requirements

The deceased employee must have completed at least 18 months
of civilian service and been subject to FERS at time of death for
the basic employee death benefit to be paid to the spouse/former
spouse and for survivor annuities to be paid to children. The
deceased employee must have completed at least 10 years of
civilian service and been subject to FERS at time of death for a
survivor annuity to be paid to a spouse or former spouse.

The surviving spouse must have been married to the employee
for at least 9 months at time of death (unless death accidental or
spouse is the natural parent of a child of the deceased).

A surviving former spouse must have been married to employee
for at least 9 months, and been awarded a survivor annuity by
court order or decree in a divorce taking place after May 6, 1985,
and not remarried before age 55. The court order has priority over
current spouse’s benefit, if conflict.

Surviving children must be unmarried, and under age 18, or full-
time student under age 22, or any age and incapable of self-
support because of a disability incurred before age 18. Note:
The child’s annuity is reduced by any Social Security child benefit
payable.

FERS Retirement Benefits
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Survivor Elections at Retirement

Survivor Annuity upon the Death of a FERS Annuitant

m surviving spouse 50% or 25% of basic annuity
m surviving former spouse 50% or 25% of basic annuity
(election or court order) or amount specified in court order
m surviving children 2013 rate = $ 494/child/month*
m insurable interest survivor 55% of reduced annuity
*Note: The child’s annuity is reduced by any Social Security child benefit payable.

FERS Regular Survivor Benefits
(Spouse and/or Former Spouse)

A retiring employee may elect to provide Regular Survivor Benefits for a spouse and/or former
spouse at time of retirement. In cases of divorce occurring after 5/7/85, the retiree may be
required, by court order, to provide regular survivor benefits to a former spouse.

Survivor Elections:

m Full Survivor Benefit
Cost: 10% of retiree’s basic annuity.
Survivor receives: 50% of retiree’s basic annuity

m Partial Survivor Benefit
Cost: 5% of retiree’s basic annuity.
Survivor receives: 25% of retiree’s basic annuity.
(Notarized consent of spouse is required.)

m Split Benefit
Spouse and Former spouse(s) each receive partial survivor benefits.
(Consent of current spouse is required.)

m No Survivor Benefit
(Notarized consent is required.)

37

www.federalbenefits.com FERS Retirement Benefits



. ' Survivor Elections at Retirement

Example 1: Full Survivor Benefit

$20,000 annuity - Elects Full Survivor Benefits
Cost: 10% of $20,000 = $2000
$20,000/year ($1,666/month)

- 2.000/year
$18,000/year ($1,500/month)

Survivor receives: 50% of 20,000 = $10,000/year
= $833/month

Example 2: Partial Survivor Benefit

$20,000 annuity - Elects Partial Survivor Benefit
(based upon half of the annuity)

Cost: 5% of $20,000 = $1000
$20,000/year ($1,666/month)

- 1.000/year
$19,000/year ($1,583/month)

Survivor receives: 25% of 20,000 = $5,000/year
= $417/month
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Health Insurance for
the Surviving Spouse

Health Benefits for the Surviving Spouse

A surviving spouse will not be permitted to continue Federal
Health Benefits upon the death of a retiree unless a survivor
annuity is payable.

Survivor Election Changes
After Retirement

Within 30 days after the date of the first regular monthly annuity payment, a retiree may name a
new survivor or change the survivor election by filing a new election in writing.

Within 18 months after the commencing date of the annuity, a retiree may elect a survivor
annuity or increase the amount of the survivor annuity for a spouse by submitting the request for
change in writing to OPM. A deposit representing the difference between the reduction for the
new survivor election and the original survivor election, plus a charge of $245.00 per thousand
dollar change in survivor base, plus interest, is required.

www.federalbenefits.com FERS Retirement Benefits
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Termination of Entitlement
To Survivor Benefits

Entitlement to survivor benefits terminates on the following events:

Current Spouse
Future Entitlement

Widow’s/Widower’s

Receipt of Benefit

Former Spouse

Future Entitlement

Former Spouse
Receipt of Benefit

A current spouse future entitlement to survivor benefits is terminated
by divorce or death. The reduction in the annuitant’s rate to provide
the survivor protection is removed and the annuitant’'s benefit is
restored to the full rate, prospectively.

Awidow’s/widower’s receipt of regular survivor benefits is terminated
upon death or remarriage prior to age 55. Benefits are restored if
that marriage later ends.

Exception for remarriages occurring after January 1, 1995:

If the widow or widower was married to the individual on whose
service the survivor annuity is based for at least 30 years, remarries
before age 55, the survivor annuity will not to be terminated.

A former spouse future entitlement to regular survivor benefits is
terminated upon death or remarriage prior to age 55. The annuitant’s
benefit is restored to the full rate, prospectively. Entitlement is not
restored to the former spouse if that marriage later ends.

A former spouse receipt of survivor benefits is terminated upon
death or remarriage prior to age 55. Benefits are NOT restored if
that marriage later ends.

FERS Retirement Benefits
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Post Retirement Marriage

A retiree who marries after retirement may elect regular survivor benefits for his/her post-
retirement spouse. The survivor election is optional. Spousal consent is not required. The
election must be made within 2 years of the date of the marriage or within 2 years of the date of
the former spouse’s loss of entitlement to the regular survivor benefit.

Elections Available

Survivor elections available after retirement for new
spouses are:

1) full survivor annuity;

2) partial survivor annuity;

3) no survivor annuity.

Retroactive Survivor Reduction is Based Upon Actuarial Reduction

An annuitant who retires on or after May 7, 1985 and elects to provide survivor benefits for a
spouse whom he/she married after retirement will have his/her annuity reduced by the total
amount by which his/her annuity would have been reduced if that election had been made at
the time of retirement, plus 6 percent annual interest, divided by an actuarial factor, plus the
continuing reduction in the annuity to provide survivor benefit. Any period of time during which
the retiree’s annuity was being reduced fully to provide a survivor benefit will not be included in
the calculation of the reduction.

Actuarial Reduction

Retroactive reduction in annuity, plus 6% interest
Actuarial Factor

Monthly Reduction
The monthly reduction

for this retroactive +
survivor election is
equal to: The continuing reduction for survivor benefit

www.federalbenefits.com FERS Retirement Benefits
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Insurable Interest Survivor Benefit

Any retiring employee (regardless of marital status), in good health, may elect an
insurable interest survivor benefit for any person who is financially dependent upon the

retiree.

Survivors

Amount of Election

Cost to the
Annuitant

Insurable Interest
Survivor Receives

Termination of
Entitlement to the
Insurable Interest
Benefit

The insurable interest survivor may be a spouse, a former spouse or
anyone who is financially dependent upon the retiree.

The insurable interest benefit is based upon the retiree’s full annuity.
The retiree may not elect any other survivor base.

The cost of an insurable interest benefit is based on the age difference
between the retiree and the insurable interest survivor.

r
Age of Insurable Interest Survivor Reduction in
in Relation to Age of Retiree Basic Annuity

Older or less than 5 years younger 10%

5 but less than 10 years younger 15%

10 but less than 15 years younger 20%

15 but less than 20 years younger 25%

20 but less than 25 years younger 30%

25 but less than 30 years younger 35%

30 or more years younger 40%

In the event of the annuitant’s death, the insurable interest survivor
receives 55% of the retiree’s commencing annuity after the reduction
to provide the insurable interest survivor benefit, plus COLAs.

The insurable interest survivor benefit will be terminated upon death
of the insurable interest survivor, or on conversion of the benefit to
a regular survivor annuity. If entittlement to insurable interest benefit
terminates while the retiree is living, the retiree’s annuity benefit will be
restored to the full rate, prospectively.

FERS Retirement Benefits
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Lump Sum Benefits

Amount of the Lump The balance of an employee’s or annuitant’'s retirement

Sum Benefit contributions is payable as a lump sum benefit only if there is no
spouse, former spouse, children or insurable interest survivor
eligible for survivor benefits.

Order of Precedence The lump sum is payable under the following Order of
Precedence:
1. Designated Beneficiary
2. Spouse
3. Child/Children in equal shares
4. Parents
5. Executor or administrator of estate
6. Next of Kin

Designation of An SF 3102, Designation of Beneficiary Federal Employees

Beneficiary Retirement System, can be completed by an employee, a former
employee or a retiree to designate a beneficiary or beneficiaries
of any lump sum amount payable upon his/her death.

Other Types of The SF 3102 described above should not be confused with
Designations designation forms used for other types of benefits, such as:

m SF 2823, Designation of Beneficiary, Federal Employees’
Group Life Insurance Program;

m SF 1152, Designation of Beneficiary, Unpaid Compensation
of Deceased Civilian Employee; or

m TSP 3, Designation of Beneficiary, Federal
Retirement Thrift Savings Plan.
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Preparing For Retirement

Documentation Review your own records.
of Service Review Service Computation Date (SCD)
Request and/or provide verification of undocumented
service.
Gross Annuity Contact your Personnel Office to request an estimate of your
Estimates annuity benefit. In many cases, one estimate is sufficient.

You may manually compute your benefit using the FERS
benefit formulas and compare.

—EhE

You may want alternate estimates if you:

m are in receipt of military retired pay and are contemplating waiving
your Military Retired Pay to receive credit for your military service
in your CSRS or FERS benefit

m have received a refund of CSRS contributions before transferring
to FERS and have not made a redeposit.

m performed non-deduction service and have not made a deposit.

m performed post-56 military service, have not made a deposit.

m are undecided on your survivor election.

Net Annuity Estimate your net annuity by subtracting the following from
Estimates your gross monthly annuity estimate.

m Health benefits premiums

m FEGLI Life Insurance premiums and the cost for Post-
retirement Life Insurance Reduction Election. FEHB and
FEGLI costs are provided on your annuity estimate.

m Federal and State income tax
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Actions Necessary

Take necessary actions on decisions you have made concerning your annuity.

Waiving Military
Retired Pay

Paying Redeposit
for Refunded CSRS
Service

Paying Deposit for
Non-Deduction
Service Included

in CSRS Component

Paying Deposit

for Pre-1989
Non-Deduction
Service Included

in FERS Component
and Redeposits

for FERS Refunded
Service

Paying a post-56
Military Deposit

Send request to waive MRP to appropriate Military Finance
Center at least 60 days prior to your retirement. Ask your
Personnel Office to provide you with a sample letter. Send
a copy of your request for waiver to OPM along with your
retirement application.

No action is necessary. OPM will notify you of the amount
due and your options for payment or electing an actuarially
reduced annuity benefit with credit for payment and the
annuity rates with and without credit for the refunded service.
You will be given 30 days to make your election. You may pay
this redeposit at any time during your career by submitting an
SF3108 to your Personnel Specialist.

You may pay this deposit at any time during your career by
submitting an SF 3108, Application to Make Service Credit
Payment to your Personnel Specialist. You may also submit
an SF 3108, along with your retirement application. OPM will
notify you of the amount due and the annuity rates with and
without payment prior to the final adjudication of your annuity.
You will be given 30 days to pay the deposit in full.

You may pay this deposit at any time during your career by
submitting an SF 3108, Application to Make Service Credit
Payment to your Personnel Specialist. You may also submit
an SF 3108, along with your retirement application. OPM
will notify you of the amount due and the annuity rates with
and without credit for the non-deduction service or refunded
service prior to the final adjudication of your annuity. You will
be given 30 days to pay the deposit or redeposit in full.

Post-56 military deposits must be made to the your employing
agency prior to retirement. Submit SF 3108, Application to
Make Service Credit Payment and SF 3108A, Application to
Pay Military Deposit, along with military base pay earnings to
your personnel specialist.

www.federalbenefits.com
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Annuity Commencing Dates

Voluntary Retirements FERS Optional (Voluntary) retirements commence on the first of
the month following the month of separation.

Annuity Commencing Dates
(Voluntary Retirements)

Retire Annuity Commences The Check Date
June 30 July 1 August 1

July 1 August 1 September 1
July 20

August 1 September 1

Disability and (Involuntary) retirements commence the earlier of the day after
Discontinued Service separation or the day after last day of pay, and all eligibility
Retirements requirements have been met.
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. ' Lump Sum Annual Leave Payment

A lump sum payment for all accrued annual leave will be paid shortly after retirement by your
employing agency.

Under 5 U.S.C. 5551(a), the lump-sum payment is computed on the basis of the employee’s
rights at separation under all applicable laws and regulations existing at the time which would
have affected his pay had he remained in the service for the period covered by the leave.

If the employee is separated prior to a statutory pay increase but the period of projected leave
extends beyond the effective date of the increase, the lump sum payment shall be adjusted to
reflect the increased rate for any leave from the effective date of the pay increase.
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Submitting Your
Retirement Application

Check with your Personnel Office for specific guidelines on how much notice your agency
requires for preparing your retirement package.

Select Retirement
Date

Retirement
Application and
Attachments

Forms and
Documents
to be Completed

by the Employee

Forms and
Documents to be
Completed by the

Agency

Select your retirement date and confirm eligibility.

Obtain all necessary retirement application forms from your Personnel
Office or from www.opm.gov

m SF 3107 (FERS), Application for Inmediate Retirement

m SF 2818, Election of Post-Retirement Basic Life Insurance

Carefully, Read all information and instructions provided in the
retirement package.

Complete and return to your Personnel Office:
m SF 3107, Application for Immediate Retirement

m SF 3107, Schedules A, B, and C, if applicable

m SF 3107-2, Spouse’s Consent to Survivor Election (if applicable)
m SF 2818, Election of Post-Retirement Basic Life

Insurance Coverage (if applicable)

1199A, Direct Deposit Authorization

Your Personnel Office will review your retirement application

and complete:
m SF 3107-1, Certified Summary of Federal Service

m SF 3107, Schedule D, Agency Checklist of Immediate Retirement
Procedures
m SF 2821, Certification of FEGLI Status

Your Personnel Office will assemble all of the above documents
along with:

m SF 3107, or SF 2823, Designation of Beneficiary (if on file)

m Military discharge (if applicable)

m Records of post-56 military deposit

m SF 2803(s) and/or SF 3107(s), Applications to Make Deposit or
Redeposit (if on file)

Agency annuity estimates

SF 176(s) and SF 2817(s), Life Insurance Elections

FERS Retirement Benefits
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Review Completed
Application

File is sent to OPM

CSA # is issued

Interim Payments
Begin

Final Processing

Submitting Your Retirement Application
(Continued)

You will be asked to review the Agency Summary of Certified Service
for completeness and accuracy.

Review the entire retirement package for accuracy.

The entire retirement package, along with your payroll records will
be submitted to OPM for adjudication of your annuity.

When OPM’s Retirement Operations Centerin Boyers, Pennsylvania,
receives the retirement file, they will send an acknowledgment letter
and provide a Civil Service Annuity number (CSA number). Always
refer to your CSA # when corresponding with OPM.

OPM reviews the retirement file for eligibility and authorizes recurring
interim annuity payments (“special payments”) to provide the
retiree with income until the retirement claim process is completed.
Interim payments are generally about 75 percent of the regular
monthly payments. An adjustment check is sent when the case is
completed.

OPM provides retirees an Annuity Statement and other informational
material concerning the individual’s retirement benefit after the claim
process is completed.

www.federalbenefits.com
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Cost of Living Adjustments (“COLA”)

FERS Cost of Living Adjustments - COLA

FERS Cost of Living Adjustments (COLA) begin at age 62 and are based
on the increase in Consumer Price Index (CPI).

m If the CPl is 2 percent or less, the COLA is equal to the CPI.
m If the CPlis 2 to 3 percent, the COLA is 2 percent.
m If the CPl is 3 percent or more, the COLA is equal to the CPIl minus 1 percent.

Partial Cost of Living Adjustments, prorated by the number of months prior to the
COLA that the annuity commenced, are payable on annuities commencing 11 or
fewer months prior to the COLA. A partial month is counted as a whole month in
prorating.

Transfer employees receive CSRS Cost of Living Adjustments equal to the

increase in CPI on the CSRS component of the annuity beginning in the first year
of retirement.

December 2012 Cost of Living Adjustment

The December 2012 increase in CPl was 1.7%. The full December 1, 2012 FERS
Cost of Living Adjustment was 1.7%.

FERS retirees, over age 62, whose annuity commenced on or before December 1,
2011, received a 1.7% Cost of Living Adjustment on December 1, 2012.

Law Enforcement Officer and Firefighters

Law Enforcement Officers and Firefighters receive Cost of Living Adjustments
beginning in the first year of retirement.
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Alternative Annuity (“Lump Sum?”)

The Alternative Form of Annuity (Lump
Sum Option) was eliminated in 1994 with one
exception:

Employees who separate on a non-disability
retirement with a life-threatening medical
condition remain eligible to elect the Lump Sum
Option.

An Alternative Form of Annuity (Lump Sum
Option) is an option which provides an actuarially
reduced annuity benefit plus a lump sum payment
of an amount equal to all of the money that the
employee has in the retirement fund on the date
that he/she retires.

Annuitants who are suffering from a life threatening
affliction and retire on a non-disability retirement
will receive the entire lump sum payment shortly
after the alternative annuity election.

Please see Chapter 53 of the CSRS and FERS
Retirement Handbook or your personnel office
for additional information if you become eligible
to elect the Alternative Form of Annuity based on
one of the exceptions listed above.

Effect of
Alternative Annuity on
Survivor Benefit

The survivor annuity is NOT
reduced for alternative annuity
election. The survivor annuity
is based on the full annuity,
prior to reduction for alternative
annuity election. The survivor
annuity may actually be higher
in the case of an alternative
annuity election, because all
redeposits and deposits are
deemed paid prior to the full
annuity computation.

www.federalbenefits.com
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Taxes on
Federal Annuities

Civil Service annuities commencing on or after 7/1/86 were subject to Federal taxation under the
“General Rule” or the “Simplified General Rule.”

Federal annuities commencing after 11/18/96 are required to use the “Simplified General Rule.”
Under this rule, each monthly annuity payment is made up of two parts: the tax-free part, which
is a return of the cost, and the taxable balance.

Simplified In November 1988, IRS released the “Simplified General Rule”, also

General Rule known as the “Safe Harbor Method”, for computing the tax-free and
taxable portions of annuity payments. All employees retiring after
November 18, 1996 must use the Simplified General Rule to calculate
the tax free part of each annuity payment.

Tax-Free Part m The tax-free part of the annuity is a specific dollar amount based on
of Annuity the commencing annuity rate.

m The tax-free part remains the same each year and does not increase
with Cost of Living Adjustments.

m The cumulative tax-free annuity cannot exceed the adjusted
investment in the contract. (“Exclusion Limit”)

The taxable amount of your CSRS or FERS annuity
is calculated using the Simplified General Rule
and reported to you on Form 1099R.

OPM Form
1099 R
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- . Annuity Tax Calculations

Calculation of Tax-Free Annuity

Using the Simplified

General Rule, the tax- If you are: Divide cost by:
free part of each annuity 55 and under 360
payment is equal to the 56 - 60 310
investment in the contract 61 - 65 260
(contributions in CSRS 66 - 70 210
Fund), divided by a 71 and over 160

number based on your age
provided below. (These
factors may be used if you
are not providing a survivor

annuity.) Tax-Free Part __Investment in the Contract

of Annuity Payment Number based on Age

Example: 57 year old FERS retiree / no survivor benefit

FERS Retiree, Age 57
$14,000 in Retirement Fund

3”—3'100& = $45 per month tax free = $540 per year tax free
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. ' Annuity Tax Calculations
(Continued)

Calculation of Tax- Free Annuity with Survivor Benefits

The Taxpayer Relief
Act of 1997 created a

new table for figuring Combined age Divide cost by:
the tax free amount if a of annuitants

survivor annuity has been

provided. The table is Not more than 110 410
based on the combined 111 to 120 360

ages of the annuitant and 121 t0 130 310

the survivor annuitant and 131 to 140 260

141 and over 210

is effective with annuity
start dates beginning after
December 31, 1997.

Example: 57 year old FERS retiree with survivor benefit

FERS Retiree, age 57 / Spouse, age 57
Combined ages = 114
$14,000 in CSRS Retirement Fund

$14.000

360 - $39 per month tax free = $468 per year tax free
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. ' Income Tax Withholdings

Exclusion
Limit

Deduction of
Unrecovered
Cost

Federal
Income Tax
Withholding

State Tax
Withholding

The total amount of annual income that you (or the survivor annuitant)
can exclude over the years as a return of your cost may not exceed
your total cost. Annuity payments you or your survivors receive after
the total cost of the plan has been recovered are fully taxable.

If the cost of your annuity has not been fully recovered at your (or the
survivor annuitant’s) death, a deduction is allowed for the unrecovered
cost. The deduction is claimed on your (or your survivor’s) final tax return
as a miscellaneous itemized deduction (not subject to the 2%-of-adjusted-
gross-income limit).

Federal income tax is withheld from your annuity as though you are
married claiming three withholding allowances. You may submit a W-4
Federal Income Tax Withholding form to OPM along with your retirement
application, or when OPM receives your application, they will send you
an election form W-4P-A, to change your election. You may increase or
decrease the amount of the monthly withholding or cancel tax withholding
completely. You may also change Federal income tax withholding by calling
1-888-767-6738.

If you wish to have State tax withheld from your annuity, contact OPM on
1-888-767-6738 to see if your State participates in the withholding program
administered by OPM and to specify the monthly withholding amount.

IRS

To obtain IRS publications:
Call 1-800-TAX-FORM, or:
Access IRS Web site http://www.irs.ustreas.gov

Publications

Request or download: IRS Pub. 721, Tax Guide to U.S.
Civil Service Retirement Benefits (Simplified General Rule)

www.federalbenefits.com FERS Retirement Benefits
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Flexible Spending Accounts

The Federal Flexible Benefits Plan (“FedFlex”) enables eligible employees to pay for benefits with

pre-tax dollars.

Health Care
Flexible Spending
Accounts (HCFSA)

Dependent Care
Flexible Spending
Accounts (DCFSA)

Use or Lose

Grace Period

Open Seasons

Benefits Elections

& Information

Not Available in
Retirement

Employees may use pre-tax allotments to pay for certain health care
expenses that are not covered under the FEHB plan - deductibles,
copayments and services not generally covered such as dental care,
and orthodontics. The maximum amount that an employee may set
aside in 2013 for HCFSA is $2,500. The minimum amount is $250.

Employees may use pre-tax allotments to pay for eligible dependent
care expenses.The maximum amount that an employee may set
aside in any tax year for DCFSA is $5,000. The minimum amount
is $250.

If an employee has not incurred enough eligible expenses during
the Benefits Period (January 1 through December 31) to equal
the annual amount contributed to the FSA(s), he/she will lose the
balance remaining in the FSA account(s) when the Benefits Period
ends.

FSAFEDS has adopted the 2-1/2 month Grace Period which extends
the Benefit Period from December 31 to March 15 of the following
year. Par tic pants had additional time to incur expenses and avoid
forfeiting funds.

Open seasons to enroll in FSA FEDS coincide with FEHB open
seasons and encompass January 1 through December 31 as the
plan year.

Participation is not automatic; employees must make an election
each and every year. The benefit elections are irrevocable one the
plan year has begun, unless the employee experiences a qualifying
“‘change in status” event. There are two ways to enroll during the
open season:- Web based enroliment at www.fsafeds.com- Toll-free
number 1-877-FSAFEDS (372-3337). Additional information on
FSAs is available on OPM'’s web site at www.fsafeds.com.

Flexible spending accounts do not continue into retirement.
Employees may only be reimbursed for expenses incurred prior
to date of separation.

FERS Retirement Benefits
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Flexible Spending Accounts

The following FEHB Plans forward claims to FSAFEDS for services

Paperless . AR
Reimbursement rendered to Paperless relmpursement enrc?llees or their eligible
dependents. You must enroll in paperless re-imbursement each year
during the Open Season.
4 2
Plan Name Services/ Claims Covered Services/ Claims NOT Forwarded
APWU Medical, Rx, Dental Vision
Aetna Medical, Rx, Dental, Vision Denied Rx
Blue Cross / Blue Shield Medical, Rx, Dental, Vision Routine Vision, Denied Rx
Compass Rose Hth (ABP) Medical, Rx, Dental, Vision Denied Rx
Foreign Svc Benefit Plan Medical, Rx, Dental Vision, Denied Rx
GEHA Medical, Rx, Dental, Vision Denied Rx
Humana Medical, Rx, Vision Dental, Denied Rx
Mail Handlers Medical, Rx, Dental, Vision Denied Rx
M.D.IPA Medical, Rx, Dental, Vision\\ Primary Care Physician, Lab,
Radiology, Denied Rx
NALC Medical, Rx Dental
SAMBA Medical, Rx, Dental, Vision Vision,Dental, Mental Health Svc
UnitedHealthcare Medical, Rx, Dental, Vision Denied Rx
FEP Blue Vision Vision
VSP Vision
Aetna Dental (FEDVIP) Dental
GEHA Dental (FEDVIP) Dental
- Y,

See FSAFEDS.com for details on services and claims covered by paperless reimbursement.

www.federalbenefits.com
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Telephone Numbers/Addresses

Request
General Retirement INformation .....eeeeeeeeeeeiiei, Retirement Information Branch
Refunds, Deposits & REAEPOSILS ---vevveervreireiieiieeiiiieeie e Toll free-1-88 US OPM RET
Change Of AQAIESS  «-vevvevrerieiieit ettt (1-888-767-6738)
Questions regarding retirement, health benefits, life insurance
coverage, and pay issues on current employees. ..........cccooveeeerene. . (202) 606-0500
Request OPM Address
1.To report change of address OPM
Attn: Change of Address
P.O. Box 440
Boyers, PA 16017-0440
2. To request or inquire about Federal and State income OPM
tax Tax - Retirement
P.O. Box 989
Washington, D.C. 20044
3. To inquire about or change health benefits coverage OPM
Health Insurance-Retirement
P.O. Box 14172
(If during open season: P.O. Box 809)
Washington, D.C. 20044
4. To report death of an annuitant OPM
Retirement Operations Center
Attn: Death Claims Section
P.O. Box 45
Boyers, PA 16017-0045
(or call 888-767-6738)
5. To report failure to receive the latest monthly annuity OPM
check (write NON-RECEIPT OF CHECK on envelope) Attn: Check Loss
P.O. Box 7815
Washington, D.C. 20044-7815
6. To ask any question about your annuity statement OPM
Retirement Operations Center
P.O. Box 45
7. To change or request information about designated Boyers, PA 16017-0045

beneficiary (for FEGLI or CSRS contributions)

8. To inquire about any matter not listed above.
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Internet Highlights

Please contact your personnel office or refer to the following internet sites for additional
information.

Retirement Benefits: www.opm.gov
Use Search Feature
CSRS and FERS Retirement Handbook for Personnel and Payroll Offices
Retirement and Insurance Publications
Browse By Audience
Federal Employees
Retirees and Families

Insurance: www.opm.gov/insure/
Federal Employees’ Group Life Insurance
Federal Employees’ Health Insurance
Long-Term Care Insurance

Thrift Savings Plan: www.tsp.gov
Publications (Civilian — Forms and Publications)
Calculators

Social Security Benefits: www.ssa.gov
Resources:
Your Social Security Statement
Publications
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STATE TAXTREATMENT Qf FEDERAL

States With No Personal Income Taxes

ALASKA
FLORIDA
NEVADA

"NEW HAMPSHIRE: Taxes interest/dividend income
at 5% if it exceeds $2,400 (single) or $4,800 (couple).

NEW HAMPSHIRE'
SOUTH DAKOTA
TENNESSEE?

$1,200 exemption for residents age 65+.

TEXAS
WASHINGTON
WYOMING

2 TENNESSEE: Taxes certain interest/dividend income at
6% if it exceeds $1,250 (single) or $2,500 (couple).

States Exempting Total Amount of Civil Service Annuities

ALABAMA
HAWAII
ILLINOIS
KANSAS
KENTUCKY"

TKENTUCKY: Amount attributable to service prior to
January 1,1998, is exempt. See below for taxation of an-
nuities attributable to service on or after January 1, 1998.
2 MICHIGAN: Full exemption only applicable to taxpayers
born before 1946. See below for taxation of federal (and
other) pension income for taxpayers born 1946 and later.

Other Exemptions

NOTE:

AGIl=Adjusted Gross Income
CSRS=Civil Service Retirement
System

FERS=Federal Employees Retire-
ment System

HH=Head of Household
IRA=Individual Retirement
Account

MFJ=Married Filing Jointly
MFS=Married Filing Separately
QW=Qualified Widow(er)
RR=Railroad Retirement
SS=Social Security

36 narfe | APR 2013

LOUISIANA
MASSACHUSETTS
MICHIGAN?
MISSISSIPPI
NEW YORK

NORTH CAROLINA3
OREGON*
PENNSYLVANIA
TENNESSEE

3 NORTH CAROLINA: Annuities not taxed if the individual
had five years of government service as of August 12,
1989. If otherwise, see below.

4+ OREGON: Annuities of those who retired before October
1,1991, are not taxed. Those who retired after October 1,
1991, are taxed only on that portion of the annuity attrib-

utable to government service after October 1, 1991.

ALABAMA: SS is exempt. Income
from defined-benefit pension plans is
exempt.

ARIZONA: $2,500 exclusion for
federal, military, and Arizona state and
local pension income. SS and RR are
exempt. Additional personal exemp-
tion for all residents age 65+.

ARKANSAS: Exempts up to $6,000
in federal civil service, military, in-
state and out-of-state state or local
government, and private pension
income. IRA distributions can be
included as part of the exemption if the
taxpayer is age 59-1/2+. SS and Tier 1
and Tier 2 RR benefits are exempt. Ad-
ditional $23 exemption for residents
age 65+.

CALIFORNIA: SS and RR are
exempt. Additional $104 personal
exemption for residents age 65+. Resi-
dents age 65+ with AGI below $66,391
who qualified as HH in 2010 or 2011
by providing a household for a qualify-
ing individual who died during 2010
or 2011 may claim a tax credit of 2%
of their income, up to a maximum of
$1,251. All private and public pensions
are taxed.

COLORADO: $20,000 pension/
annuity exemption for all taxpayers be-
tween the ages of 55 and 64. $24,000
pension/annuity exemption for all
taxpayers age 65+.

CONNECTICUT: SS is exempt if
federal AGI is $50,000 or less (if single
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or MFS), or $60,000 or less (if MFJ,
HH or QW with dependent child). Ex-
empts 50% of federally taxable military
retirement pay.

DELAWARE: Taxpayers age 60+ may
exclude $12,500 of investment and
qualified pension income (including
out-of-state and federal government
pensions), and qualify for an additional
tax credit of $110. Taxpayers under age
60 may exclude $2,000. Taxpayers age
65+ (or blind) are entitled to an addi-
tional standard deduction of $2,500 (if
not itemizing). Single or MFS taxpay-
ers age 60+ as of December 31, 2011, or
totally disabled, may exclude $2,000

if earned income is less than $2,500,
and AGI is $10,000 or less. If MFJ and
both spouses are age 60+ as of Decem-
ber 31, 2011, or totally disabled, may
exclude $4,000 if earned income is
less than $5,000, and AGI is $20,000
orless. SS and RR are exempt.

DISTRICT OF COLUMBIA: Taxpay-
ers age 62+ may exclude $3,000 of
military, federal and DC government
pensions. For taxpayers age 62+, DC or
federal government survivor benefits
are exempt from DC tax. SS and Tier 1
RR are exempt.

GEORGIA: Taxpayers who are age 62-
64 years, or permanently and totally
disabled regardless of age, may exclude
$35,000 of retirement income. For tax-
payers age 65+, the retirement income
tax exclusion is $65,000 in 2012, and
will be $100,000 in 2013, $150,000 in
2014, $200,000 in 2015 and unlimited
thereafter. Retirement income includes
income from pensions and annuities,
interest income, dividend income, net
income from rental property, capital
gains income and income from royal-
ties. Up to $4,000 of the maximum
allowable exclusion may be earned
income. SS is exempt.

This roundup of state tax treatment of federal annuities and other tax infor-
mation was compiled by the NARFE Legislative Department. It is presented
for informational purposes only and does not constitute professional tax
advice. Please consult a tax professional for advice in preparing tax returns.
The information also is available on the NARFE website, www.narfe.org.

HAWAII: SS and Tier 1 RR benefits
are exempt. Additional personal ex-
emption of $1,040 per person age 65+.

IDAHO: SS and RR are exempt.
Retirement benefits deduction avail-
able for CSRS annuitants who estab-
lished CSRS eligibility prior to 1984,
who are age 65+, or 62+ and disabled,
in the amount of $30,156 (if single)

or $45,234 (MFJ) minus SS and RR
received. Persons using MFS status are
not eligible for the retirement benefits
deduction. Add $1,150 to standard
deduction if age 65+ and MFS, MFJ or
QW; add $1,450 if age 65+ and single
or HH.

ILLINOIS: SS and RR and income
from any qualified employee benefit
plan are exempt.

INDIANA: SS and RR benefits are ex-
empt. Taxpayers age 60+ may exclude
up to $5,000 of military retirement
income. Taxpayers age 62+ may deduct
up to $2,000 of a federal civil service
annuity minus the total amount of any
SS or RR benefits. Additional per-
sonal exemption of $1,000 or $1,500
if federal AGI is less than $40,000 for
residents age 65+. May deduct from
income premiums paid for long-term
care insurance through the Indiana
Partnership.

IOWA: Taxpayers age 55+ may exclude
up to $6,000 (if single) or $12,000 (if
MEJ) of pension or annuity income,
self-employed retirement plan income,
deferred compensation, IRA benefits
or other retirement plan benefit in-
come (not including SS). 67% of feder-
ally taxable SS benefits are excluded.
RR benefits are exempt but used to
calculate amount of federally taxable
SS benefits. Additional $20 personal
exemption credit for those age 65+.

KANSAS: RR, military, in-state/local

pensions are exempt. SS is exempt if
federal AGI is $75,000 or less; other-
wise, only federally taxable benefits
taxed. Additional $850 deduction for
those age 65+.

KENTUCKY: Federal civil service and
military retirement annuities attribut-
able to service prior to January 1, 1998,
are excluded. Annuities attributable

to service after January 1, 1998, are
included as pension income, of which
taxpayers may exclude up to $41,110.
SS and RR benefits are exempt.

LOUISIANA: SS is exempt. Federal
annuities are exempt. In addition,
persons age 65+ may exclude up to
$6,000 of annual retirement income
from their taxable income. Taxpay-
ers MFJ and both age 65+ can each
exclude up to $6,000 of annual retire-
ment income. If only one spouse has
retirement income, the total exclusion
is limited to $6,000.

MAINE: SS and RR are exempt. May
deduct $6,000 of eligible pension
income, including federal civil service
annuity income, from federal AGIL.
Except for military income, the $6,000
deduction must be reduced for SS and
RR benefits. Additional standard de-
ductions: for individuals, $1,450 if age
65+; for MFS, MFJ or QW, $1,150 per
spouse or person who is age 65+. Long-
term care premiums are deductible.

MARYLAND: SS and RR are exempt.
If age 65+, may exclude up to $27,100
in pension income, reduced by SS or
RR benefits. Additional $1,000 exemp-
tion for residents age 65+. Additional
$5,000 exemption for military retire-
ment income received by an individual
of any age or the surviving spouse or
ex-spouse of the individual, if the in-
dividual was a member of an active or
reserve component of the U.S. military,
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an active duty member of the com-
missioned corps of the Public Health
Service, the National Oceanic and At-
mospheric Administration, the Coast
and Geodetic Survey, or a member of
the Maryland National Guard.

MASSACHUSETTS: SS is exempt.
Additional exemption of $700 for indi-
viduals age 65+.

MICHIGAN: For taxpayers born
before 1946, SS, RR, military retire-
ment annuity, and all state and federal
pension income is exempt. Private pen-
sion income is exempt up to $47,842
(individual filers) or $91,684 (MFJ),
reduced by the amount of any public
pension deduction claimed. Also may
deduct interest, dividends and capital
gains up to $10,545 (individual filers)
or $21,091 (MEJ).

For taxpayers born in 1946-1952, be-
fore the taxpayer reaches age 67, public
and private pension income is exempt
only up to $20,000 (single) or $40,000
(MFJ), and no deduction is allowed

for interest, dividends and capital
gains. After reaching age 67, taxpay-
ers born in 1946-1952 will be allowed

a $20,000 (single) or $40,000 (MFEJ)
subtraction against all income, but are
ineligible for this income subtraction if
claiming a military or Tier 2 RR pen-
sion exclusion.

For taxpayers born in 1953 or later,

SS, RR and military pensions are
exempt. But there will be no public or
private pension exemption or interest,
dividends and capital gains exemp-
tion before the individual reaches age
67. Once 67, those taxpayers may elect
either to exempt up to $20,000 (single)
or $40,000 (MFJ) without any exemp-
tion for SS, RR or military retirement
and no personal exemptions, or they
may elect to exempt SS, military and
RR and claim personal exemptions.

Full details are available at www.
michigan.gov/documents/taxes/Tax__
Change_ Summaries_-_ Retirement
_Exemptions_359799_7.pdf
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MINNESOTA: RR is exempt. SS is
taxed as taxed on federal return.

MISSISSIPPI: Qualified retirement
income (including civil service an-
nuities and SS) is exempt. Additional
exemption of $1,500 for residents age
65+.

MISSOURI: Taxpayers with AGI
under $85,000 (single, HH, MFS, QW)
or $100,000 (MFJ) may exempt the
greater of $6,000 or 100% of any fed-
eral, state or local pension income, up
to a maximum of $35,234 per taxpay-
er. Taxpayers with AGI under $25,000
(single, HH, QW) or $32,000 (MFJ)

or $16,000 (MFS) may exempt $6,000
of private pension income. Taxpayers
with AGI over these limits must reduce
their private pension exemption dollar
for dollar as income exceeds the limit.
Taxpayers age 62+ or disabled with an
AGI under $85,000 (single, HH, MFS,
QW) or $100,000 (MFJ) may exempt
100% of the taxable amount of SS or SS
disability benefits, but must reduce the
exemption dollar for dollar as income
exceeds the limit. Additional exemp-

tion (45%) for military pension income.

MONTANA: Taxpayers with AGI
under $31,920 may exclude $3,830

of pension income; for AGI above
$31,920, the pension income exclusion
is reduced $2 for every $1 of AGI above
$31,920. RR benefits are exempt. Ad-
ditional exemption of $2,240 if age
65+. Taxpayers age 65+ may exempt
$800 of interest income reported as
federal AGI or $1,600 if MFJ.

NEBRASKA: Tier I and II RR ben-
efits are exempt.

NEW JERSEY: Taxpayers age 62+
may exclude up to $10,000 (MFS),
$15,000 (single) or $20,000 (MFJ) of
pensions, annuities and IRA with-
drawals, provided gross income is not
over $100,000. In addition, taxpayers
age 62+ with earned income (from
wages, net business profits, distribu-
tive share of partnership income and
net pro-rata share of S corporation

income) of $3,000 or less, and with
gross income not over $100,000, may
exclude other nonpension retirement
income up to the maximum exclu-
sion amount. SS and RR benefits are
exempt, reported as pension income.
If ineligible for SS or RR, entitled to
deduct an additional $3,000 (single,
MFS) or $6,000 (MFJ, HH, QW). Mili-
tary pensions are exempt. Additional
$1,000 personal exemption for resi-
dents age 65+. If taxpayers can recover
all civil service retirement contribu-
tions in the first three years, can use
the three-year rule, in which annuities
are not taxed until total employee con-
tributions have been recovered. If not,
must use the general rule method, in
which a portion of annuity is excluded
from taxation.

NEW MEXICO: Taxpayers age 65+
or blind may qualify for additional
exemption of $8,000 if federal AGI

is less than $15,000 (MFS), $18,000
(single) or $30,000 (MFJ, HH, QW).
The exemption reduces as income in-
creases, with no exemption if income is
over $25,500 (MFS), $28,500 (single)
or $51,000 (MFJ). RR is exempt. If
age 100+, exempt from state income
tax but only if centenarian cannot be
claimed as a dependent by someone
else.

NEW YORK: State and federal pen-
sions exempt completely. An additional
pension and annuity income exclusion
of up to $20,000 is available to persons
age 59-1/2+ as of January 1, 2012. SS
and RR are exempt.

NORTH CAROLINA: Pursuant to
the North Carolina Supreme Court’s
decision in Bailey v. State of North
Carolina, the state may not tax certain
retirement benefits received by federal
civil service and military retirees or
retirees of the state of North Carolina
and its local governments, if the retiree
has five or more years of creditable ser-
vice as of August 12, 1989. If retirees

in those categories did not have five
years of service as of August 12, 1989,



they may deduct the amount included
in federal taxable income or $4,000,
whichever is less. This deduction also
applies to retirement benefits paid to
former teachers and state employees of
other states and their political sub-
divisions regardless of the five-year
service date. If MFJ and both spouses
received federal, state or local govern-
ment retirement benefits, each may
deduct up to a maximum of $4,000. If
an individual’s federal taxable income
includes retirement benefits from a
private retirement plan, a deduction
of up to $2,000 may be available. If
an individual received both govern-
ment and private retirement benefits,
the maximum deduction is the total
amount included in federal taxable
income or $4,000, whichever is less.

NORTH DAKOTA: RR is exempt.
May exclude 30% of net long-term
capital gains and qualified dividends.

OHIO: SS and RR are exempt. General
retirement income credit available in
an amount starting at $25, if qualify-
ing retirement income is at least $500,
and maxing out at $200, if qualifying
retirement income is $8,000 or more.
Residents age 65+ are entitled to a $50
tax credit per return. Military pen-
sion income is exempt. Taxpayers who
served in the military and receive a
federal civil service retirement pension
are eligible for a limited deduction if
any portion of their federal retirement
pay is based on credit for their military
service. These retirees can deduct

the percentage (in terms of years of
service) of the amount of their federal
retirement pay that is attributable to
their military service.

OKLAHOMA: Each individual may
exclude 100% of retirement benefits
received from federal CSRS, includ-
ing survivor benefits, paid in lieu of
Social Security to the extent that these
benefits are included in the federal
AGI. Note: Retirement benefits paid
under FERS do not qualify for this

exclusion. However, for retirement
benefits containing both a FERS and
a CSRS component, the CSRS com-
ponent will qualify for the exclusion.
Individuals may exclude their FERS
retirement benefits or Oklahoma state
employment retirement benefits up
to $10,000. Individuals may exclude
the greater of 75% of their military
retirement benefits or $10,000. SS is
exempt.

OREGON: Taxpayers age 62+ may
qualify for retirement income credit
(see worksheet regarding line 34) or el-
derly tax credit (40% of federal credit),
but may not claim both. SS and RR
benefits are exempt. Additional stan-
dard deduction if age 65+ of $1,200
(single, HH), $1,000 each spouse age
65+ (MFJ, MFS and QW).

PENNSYLVANIA: Retirement in-
come is not taxed after age 59-1/2.

RHODE ISLAND: RR is exempt.

SOUTH CAROLINA: If below age
65, may deduct $3,000 of qualified
retirement income. If age 65+, may
deduct $10,000 of qualified retire-
ment income. All individuals age 65+
are entitled to a $15,000 deduction
from income, reduced by any deduc-
tion claimed for qualified retirement
income. SS and RR are exempt.

TENNESSEE: Tax applies only to
certain interest and dividend income,
not wages and salary or pension
income. Any person age 65+ is tax-
exempt if total annual income, from
any and all sources, is $26,200 or less,
or $37,000 or less for joint filers.

UTAH: Taxpayers age 65+ may be
entitled to a retirement credit of up

to $450 ($900 MFJ), which is phased
out at income levels of $16,000

(MFS), $25,000 (single) and $32,000
(MFEJ). Taxpayers under age 65, born
before January 1, 1953, and with
eligible retirement income may qualify
for a credit up to 6% of eligible retire-
ment income with a cap of $288, which

is phased out starting at income levels
of $16,000 (MFS), $25,000 (single)
and $32,000 (MFEJ).

VERMONT: RR is exempt.

VIRGINIA: Taxpayers age 65+ whose
birthdate is on or before January 1,
1939, may claim an age deduction of
$12,000 (available for each person or
spouse if MFJ). If birthdate is on or be-
tween January 2, 1939, and January 1,
1948, the $12,000 age deduction is re-
duced by $1 for every $1 that adjusted
federal AGI exceeds $50,000 (single)
or $75,000 (MFJ, MFS). SS and Tier

I RR benefits are exempt. Additional
personal exemption of $800 if age 65+
or blind. Long-term care premiums are
eligible for deduction.

WEST VIRGINIA: $2,000 of mili-
tary, federal civil service and state
pensions are exempt. Taxpayers age
65+ or surviving spouses may exclude
the first $8,000 each of any income.
Additional modification for military
pension income for the first $20,000.
RR is exempt.

WISCONSIN: Federal civil service
retirement payments are exempt

from state income tax if: 1) individual
retired from the system before January
1, 1964; 2) individual was a member of
the system as of December 31, 1963, re-
tiring at a later date and the payments
received are from an account estab-
lished before 1964; or 3) individual is
receiving payments from the system as
a beneficiary (survivor) of an individu-
al who met condition 1 or 2. If age 65+,
may exempt up to $5,000 of retire-
ment income if federal AGI is less than
$15,000 or $30,000 (MFJ). Additional
personal exemption of $250 if age

65+. SS and RR benefits are exempt.
Military retirement pay and retirement
pay related to service with the Coast
Guard, the commissioned corps of the
National Oceanic and Atmospheric
Administration or the commissioned
corps of the Public Health Service are
exempt. [
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