CHAPTER 37
RETI REMENT

37-1. GENERAL.

a. The Gvilian Personnel Advisory Center (CPAC) provides
general assistance (by appointnent) regarding information under
the Cvil Service Retirenment System (CSRS) and the Federa
Enpl oyees Retirenent System (FERS). Appointnents for this
servi ce shoul d schedul ed by contacting the Hunan Resource Center,
t el ephone 396-1402. Enpl oyees desiring specific retirenment
information, (i.e., retirement estimates) nust contact the Arny
Benefits Center-Gvilian, Fort Riley, Kansas by web-site,

(ww. arny.arnmy.ml) or toll-free tel ephone service,
1-877-276-9287.

b. The following information pertaining to CSRS and FERS i s
provi ded to assist enployees in understanding the benefits of
their individual retirenent system

37-2. RETI REMENT.
a. Planning For Retirenent.
(1) GCvil service retirenent system overview.

(2) The CSRS is a defined benefit plan that allows you
to predict the amount of annuity you will receive when you are
eligible toretire. It is based on a sinple forrmula, which is
mul tiplied times your years of creditable service and your
hi ghest three years of average salary (Called the "H gh-3"). The
closer you are to retirenment, the nore accurate your estimte
will be.

(3) If you are covered exclusively by CSRS, you w |
receive your entire retirenment annuity fromthat system |[f you
are covered by CSRS and Social Security (CSRS Ofset), you wll
al so receive a CSRS annuity. However, if you becone eligible for
a Social Security benefit at age 62, your CSRS annuity wll be
of fset by the anmount of Social Security benefit attributable to
that CSRS O f set servi ce.

b. Eligibility Requirenent to Retire.

(1) Regular Retirenent.
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You may retire and receive a full, imediate annuity if you neet
the foll owi ng mnimum age and service requirenent:

M ni nrum Age M ni mum Year in Service
55 30
60 20
62 5

(2) Early Retirenent.

(a) Under certain circunstances, events at your agency
may give you the opportunity to retire at an earlier age. The
events may affect you directly, such as a reduction-in-force
(RIF) notice, or only in a general way for exanple, if the
O fice of Personnel Managenent determ nes that your agency is
undergoi ng a maj or reorgani zation, RIF, or transfer of function.
Whet her your decision to leave is voluntary or involuntary, you
may retire if you neet the foll ow ng m nimum requirenents:

M ni nrum Age M ni mum Year in Service
Any age 25
50 20

(b) However, if you are under age 55 when you retire,
your annuity will be reduced by 1/6th of a percent for each
month that you are under age 55. That's 2 percent per year.

(3) Deferred Retirenent.

(a) If you | eave governnent before being eligible for
an imedi ate retirenment and | eave your retirenent contributions
in the fund, you will be eligible for a deferred retirenment when
you neet the follow ng mninmmrequirenent:

M ni nrum Age M ni mum Years of Service
62 5

(b) Whether deferred retirenent is a good option for
you depends on several factors: Your service history, whether
you plan on returning to work for the governnent, and the tine
bet ween when you | eave the governnent and when you reach age 62.
The |l onger the interval, the nore the dollar val ue of your
annuity will have eroded. You may not carry your health or life
i nsurance into retirenent.
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(4) Special Retirenent.

(a) Law Enforcenent O ficer and Firefighters: If you
are a law enforcenent officer or firefighter, a special
provision of law permts you to retire at an earlier age wwth no
reduction in your annuity. Here are the m nimumrequirenents:

M ni nrum Age M ni mrum Years of Service
50 20

(b) In addition, you nust separate froma position
covered by CSRS and neet the "one-out-of-two" requirenent that
is, and be covered by CSRS for at |east one year within the
t wo-year period imrediately preceding retirenent.

(c) Once you neet the m ninum 20-year service
requi renents, you don't need to stay in a | aw enforcenent or
firefighter position to retire under the special annuity
conput ati on provi sion.

(d) Because of the rigorous nature of their jobs, |aw
enforcenment officers and firefighters are subject to mandatory
separation based on age. For |aw enforcenent officers, the
mandatory retirenent age is 57; for firefighters it's 55.

NOTE: The mandatory separation requirenent doesn't apply if you
are eligible for retirenent under the special provision but you
are not currently occupying a |law enforcenent or firefighter
position. Also, agency heads ny exenpt enployees from mandatory
retirement up to age 60 when in the public interest.

(5 Air Traffic Controllers:

Air traffic controllers are also under a special provision that
allows themto retire at an earlier age wwth no reduction in
their annuity:

M ni rum Age M ni num Years of Service
Any age 25
50 20

(a) To be eligible for this benefit, you nust separate
froma position covered by CSRS and have been covered by CSRS for
at | east one year within the two-year period i mediately
precedi ng retirenent.
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(b) Once you neet the m ninum 20-year service
requi renents, you don't need to stay in an air traffic controller
position to retire under the special annuity conputation
provi si on.

(c) Because of the stress leave in these jobs, all air
traffic controller are subject to mandatory separation on the
| ast day of the nonth in which they becone 56, even if they don't
have enough years of air traffic controller service to qualify
for retirenment under the special provision.

NOTE: The mandatory separation requirenent doesn't apply if you
are eligible for retirenent under the special provision but are
not currently occupying an ATC position.

(6) Disability Retirenent.

(a) If you becone disabled and neet the follow ng
m ni mum age and service requirenents, you may be eligible for a
disability annuity:

M ni nrum Age M ni num Years of Service
Any age 5

(b) To be eligible, you nust be unable to perform useful
and efficient service in your current position. However, the
vacant position nmust be |ocated within your commuti ng area and be
i n your current agency.

(c) In addition, your disability nust be expected to

| ast for at |east one year. Up to age 60, you will be subject to
periodi c nedical reevaluations to determne if the disabling
condition continues. |If you are found recovered, you annuity

w || be suspended. However, it may be restored if the disabling
condition recurs.

(d) In addition, up to age 60, there will be an annual reviewto
determ ne whether you are "restored to earning capacity."”

Earning capacity is defined as incone from wages and/ or

sel f-enpl oynment that equals 80 percent or nore of the current
salary of the job you held before you retired on disability.

If you are found to be restored to earning capacity, your annuity
wi |l be suspended and remain so unl ess your earnings fall bel ow

t hat threshol d.
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37-3. CSRS OFFSET.

a. |If you are a CSRS O fset enployee, both the G vil Service
Retirement System and Social Security cover you. Your retirenent
annuity will be calculated in exactly the sane way that it is for
t hose enpl oyees covered exclusively by CSRS. However, if you
beconme eligible for Social Security at age 62, your CSRS annuity
will be reduced (or "offset”) by the value of the Social Security
benefit earned during that period of Ofset service. Fromthat
poi nt forward, you would be receiving one paynent from OPM and
anot her from Social Security. Any non-governnent enpl oynment
covered by Social Security will not be affected by this offset.
NOTE: If you are not eligible for Social Security, there will be
no offset to your CSRS annuity.

b. Here's howthe offset is determ ned. The Social Security
Adm ni stration takes your earnings for the time when you were
covered by CSRS O fset and conputes a Social Security benefit
wi th those earnings included and wi thout those earnings. The two
anounts are then sent to OPMto determ ne the of fset anount.

37-4. FEDERAL EMPLOYEES RETI REMENT SYSTEM OVERVI EW

a. The Federal enployees Retirenent System (FERS) is
conposed of three parts; a defined benefit plan; the Thrift
Savi ngs Plan; and Social Security. Al three conponents are
needed to match or exceed the benefits available to retirees
under the old G vil Service Retirenent System (CSRS)

(1) The defined benefit conponent allows you predict
t he amount of annuity you will receive when you are eligible to
retire. It is based on a percentage, which is multiplied tines
your years of creditable service and your highest three years of
average salary (called the "H gh3"). The closer you are to
retirement, the nore accurate your estimate will be.

(2) Social Security operates the sane for you as it does
for other covered enployees such as in the private sector. The
percent of income you and your agency contribute to Soci al
Security is set inlaw, as is the fornula used to determ ne your
eventual benefit. However, the anmount you will receive varies
according to the age at which you claimyour benefit and your
career earnings. Social Security is a social insurance program
thus the formula is tilted in favor of |ower-inconme workers.
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(3) The Thrift Savings Plan (TSP) allows you to
contribute pre-tax dollars to a variety of funds and earn
tax-deferred interest. Although the rules governing how nmuch
you and your agency may contribute to the TSP are defined, the
| ong-termoutcones are far | ess predictable. That's because
t hey depend on what percentage of your incone you contri bute,
how much of that is nmatched by your agency, and the success of
the investnent strategy you pursue within the plan.

(4) If all your service has been perforned under FERS,
you annuity will be cal cul ated exclusively under that system
On the other hand, if you have a CSRS conponent in your annuity,
that service will be cal cul ated under CSRS rul es and the two
anounts conbined into a single annuity paynent.

b. Regular Retirenent.
(1) You may retire and receive full, imediate annuity

if you neet the follow ng mninmum age and service requirenments
shown bel ow

M ni nrum Age M ni num Years of Service
62 5
60 20

(2) You may also retire when you reach your M ni num
Retirenent Age (MRA) with 30 ears of service or at your MRA with
as little as ten years of service, but with a reduced benefit.
That reduction is 5 percent for each year you are under age 62
when you retire, unless you have at |east 20 years of service
and your annuity begins at age 60 or |ater.
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(3) You can find your MRA on the follow ng chart:

| f you were born Your MRA is
Before 1948 55

In 1948 55 and 2 nonths
I n 1949 55 and 4 nont hs
Il n 1950 55 and 6 nonths
In 1951 55 and 8 nobnt hs
In 1952 55 and 10 nont hs
In 1953 t hrough 1964 56

I n 1965 56 and 2 nonths
In 1966 56 and 4 nont hs
In 1967 56 and 6 nonths
In 1968 56 and 8 nobnt hs
In 1969 56 and 10 nont hs
In 1970 and after 57

c. Early Retirenment.

Under certain circunstances, events at your agency nmay give you
the opportunity to retire at an earlier age. The events may
affect you directly, such as a reduction-in-force (RIF) notice,
or only in a general way, e.g., if the Ofice of Personnel
Managenment determ nes that your agency is undergoing a najor
reorgani zation. RIF, or transfer of function. Wether your
decision to |l eave is voluntary or involuntary, you nmay retire if
you neet the following mninmumcriteria:

M ni nrum Age M ni mrum Years of Service
Any age 25
50 20

d. Deferred Retirenment.

(1) If you |leave governnent before being eligible for
an i mMmedi ate retirenment and | eave your retirenent contributions
in the fund, you will be eligible for a deferred retirenent if
you neet the follow ng m nimumrequirenent:

M ni nrum Age M ni mum Years of Service
62 5
60 20
MRA 30
MRA 10*

*(Reduced benefits)
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(2) Wether deferred retirenment is a good option for
you depends on several factors: your service history, whether
you plan on returning to work for the governnment, and the tine
that will elapse between when you | eave the governnent and when
you reach retirenment age. The longer the interval, the nore the
dol | ar val ue of your annuity will have eroded. The val ue of
your annuity will be further reduced unless you have 20 years of
service and retire on or after age 60.

e. Special Retirenent.
(1) Law Enforcenent O ficers and Firefighters.
(a) If you are a | aw enforcenent officer or
firefighter, a special provision of |aw permts you to

retire at an earlier age with no reduction in your annuity.
Here are the m ninumrequirenents:

M ni nrum Age M ni mum Years of Service
Any Age 25
50 20

(b) In addition, you nust separate froma position
covered by FERS.

(c) Once you neet the mnimum 20-year service
requi renents, you do not need to stay in such a position to
retire under the special annuity conputation provision.

(d) Because of the rigorous nature of their jobs, |aw
enforcenment officers and firefighters are subject to mandatory
separation based on age. For |aw enforcenent officers, the
mandatory retirenent age is 57; for firefighters it's 55.

NOTE: The mandatory separation requirenent doesn't apply if you
are eligible for retirenent under the special retirenent

provi sion but are not currently occupying a | aw enforcenent or
firefighter position. Also, agency heads may exenpt enpl oyees
from mandatory retirenent up to age 60 when in the public

i nterest.

(2) Air Traffic Controllers.

(a) Air traffic controllers are al so under a speci al
provision that allows themto retire at an earlier age with no
reduction in their annuity:
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M ni nrum Age M ni mum Years of Service
Any Age 25
50 20

(b) To be eligible for this benefit, you nust separate
froma position covered by FERS.

(c) Once you neet the mnimum 20-year service
requi renent, you don't need to stay in an air traffic controller
position to retire under the special annuity conputation
provi si on.

(d) Because of the stress level in these jobs, all air
traffic controller are subject to mandatory separation on the
| ast day of the nonth in which they becone 56, even if they
don't have enough years of air traffic controller service to
qualify for retirement under the special provision.

NOTE: The mandatory separation requirenent doesn't apply if you
are eligible for retirenent under the special provision but are
not currently occupying an ATC position.

f. Disability Retirenent.

(1) |If you becone disabled and neet the follow ng
m ni mum age and service requirenents, you nmay be eligible for a
disability annuity:

M ni nrum Age M ni mum Years of Service
Any age 18 nont hs

(2) To be eligible, you nust be unable to perform
useful and efficient service in your current position or any
ot her vacant position must be located within your comruting area
and be in your current agency.

(3) In addition, your disability nust be expected to
|ast for at |east one year. Up to age 60, you will be subject
to periodic nedical reevaluations to determne if the disabling
condi tion conti nues.

(4) If you are found recovered, your annuity wll be
suspended. However, it may be restored if the disabling

condition recurs. In addition, up to age 60, there will be an
annual review to determ ne whether you are "restored to earning
capacity.” |s defined as inconme from wages and/ or
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sel f-enpl oynment that equals 80 percent or nore of the current

salary of the job you held before you retired on disability. |If
you are found to be restored to earning capacity, your annuity
W Il be suspended and remain so unless you earning fall bel ow

t hat threshol d.

NOTE: If you are applying for a FERS disability benefit, you
must apply for a Social Security disability benefit at the sane
time. The Ofice of Personnel Managenent will not make any
paynment to soneone who is eligible for a FERS disability benefit
unless it has proof that a Social Security disability
appl i cation has been nade.

37-5. HOWTO COVPUTE YOUR RETI REMENT BENEFI TS.
a. Regular Retirenent.

(1) If you are eligible for a regular retirenment, your
basic annuity will be based on your |ength of service and Hi gh-3
years of average sal ary.

(a) Length of service includes all periods that are
countable for retirement service. |f you have any questions
about the creditability of any service, the service nust be
verified with your official personnel record by contacting your
personnel office.

(b) High-3 is the highest average pay you earned during
any three consecutive years of service. Only base pay including
“"locality,"” annual prem umfor standby duty, and availability
pay-is included in this figure. Overtine, allowances,
differentials, and nost other add-ons are not.

37-6. ALTERNATI VE FORM OF ANNUI TY.

a. |If you are suffering froma life-threatening nedica
condition that is expected to take your life within tw years,
you nmay be eligible to elect an alternative formof annuity.
This allows you to receive in a lunp sumthe entire anmount of
your retirenent contributions. Your annuity will then be
actuarially reduced using a "present value" fornula. The end
result is an annuity package that matches what you woul d have
received had you retired in the usual way, living out a norma
Iife expectancy for soneone your age.
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b. OPM has published a Iist of nmedical conditions that are
automatically qualifying for the alternative formof annuity,
when supported by nedi cal docunentation. Oher conditions are
considered on a case by case basis. Your |ocal personnel office
shoul d have a copy of the latest list on hand or be able to get
it for you quickly.

37-7. ANNU TY LI M TATI ON.

a. By law, the dollar anmount of your annuity cannot exceed
80 percent of your H gh-3 average salary. That's the anount you
woul d get if you had 41 years and 11 nonths of creditable
service. \Wen you have reached that point, retirenent
contributions will continue to be taken out of your salary.
However, at retirenent, those excess contributions will be
returned to you with interest, which are currently 3 percent per
year. OPMw |l also offer you an opportunity to buy an
additional retirenment annuity with that refunded noney.

b. In essence, each $100 of excess contributions and
interest will buy you $7 a year plus an additional 20 cents for
each year you are over age 55 when you retire.

NOTE: The 80 percent limt does not apply to additional annuity
purchase with excess contributions or through the Voluntary
Contri butions Program cost-of-living adjustnments (COLAs), credit
for unused sick | eave.

37-8. CREDIT FOR UNUSED SI CK LEAVE

Only the CSRS retirement systempermts an enpl oyee to carry
unused sick leave into retirenent. Although your unused sick

| eave may not be used to neet the mninumlength of service
requirenents to retire, once you are eligible for an i medi ate
retirement it may be used to increase your retirenent annuity.
The effect of adding sick |eave to existing service can be quite
attractive. That's because the tine is cal cul ated using the
nost generous end of the retirenent formula. 1In a regular
retirement, the additional noney is a bonus. 1In an early
retirenment, it helps to offset the reduction for being under age
55.

37-9. CREDIT FOR M LI TARY SERVI CE

a. Your mlitary service in the armed forces of the
United States is creditable for retirenment purposes if it was:
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(1) Active service and term nated under honorabl e
condi tions, and

(2) Performed before separating froma civilian
posi tion.

b. Included is service in the Arny, Navy, Air Force,
Marine Corps and Coast Cuard, including service acadeny tine.
After June 30, 1960, it also covers service in the Regular and
Reserve Corps of the Public Health Service. After June 30,
1961, service as a conm ssioned officer of the National Cceanic
and At nospheric Adm nistration is covered, as is full-tinme
National Guard duty that tenporarily interrupts civilian
service after August 1, 1990.

c. However, you may not receive credit for any mlitary
service if you receive mlitary retired pay unless it was
awar ded:

(1) On account of a service-connected disability either
incurred in conbat with an eneny of the United States or caused
by an instrunentality of war and incurred in the line of duty
during a period of war; or

(2) Under the provisions of Chapter 1223, Title 10,
U.S. Code (which deals with retirement froma reserve
conponent of the arned forces).

d. If you are receiving retired mlitary pay which bars you
fromearning service credit under CSRS, you may el ect to waive
that pay and have the military service added to your civilian
servi ce when conputing your annuity.

e. Voluntary contributions my be made at any time and in
any anount, as long as they are at |east $25 (or nultiples of
$25). Total contributions may not exceed 10 percent of the total
basi ¢ pay you received during your entire federal career. Since
t hat nunber increases with every pay period, you have a noving
target of opportunity.

37-10. POTENTI AL REDUCTI ONS | N ANNUI TY.
a. Owed Deposits.
As a rule, nost enploynent with the federal governnent and the

District of Colunbia that wasn't covered under CSRS is creditable
for retirenent purposes as long as you are covered by CSRS at
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sone |ater date. |If owed deposit service was perfornmed prior to
Cctober 1, 1982, the tine will count when conputing your |ength
of service. However, your annuity will be reduced by one-tenth
of the anpbunt you owe to CSRS plus interest.

b. Owed Redeposits.

(1) If you are currently enployed under CSRS but at sone
time in the past separated fromthe governnment and received a
refund of your CSRS contributions, you nmust repay that noney plus
any interest before that tine can be credited in the conputation
of your annuity.

(2) If you don't nake a redeposit, you can still count
the tinme for neeting the mninmumlength of service requirenent
for an i nmedi ate annuity and for determ ning your Hi gh-3 average
salary. However, with one exception, you won't get any credit
for it in the conputation of your annuity.

(3) Here is the exception: If you received a refund
covering a period of service that ended before Cctober 1, 1990,
you won't have to pay the redeposit when you retire (unless you
retire on disability). If you don't make that redeposit, you
will get full credit for the refunded service in conputing your
annuity; however, your annuity wll be actuarially reduced based
on your age and the anount of the redeposit (plus interest) that
you owe when you retire.

(4) O course you can avoid the reduction by paying the
redeposit. As with all deposits and redeposits, it's up to you
based on the dollar inpact it will have on your current finances
versus what wi Il be gained though your annuity over tine.

c. Interest Charges.

(1) Deposits covering enploynent on or after Cctober 1,
1982, and re-deposits of refunds applied for on or after that
date, are subject to an interest rate of 3 percent per year
t hrough Decenber 31, 1984. Thereafter, annual interest is based
on mar ket rates.

(2) To estimate what you owe, nultiply your basic salary
during a period of non-deposit and/or re-deposit service by 7
percent (7.5 percent for |aw enforcenent officers and
firefighters). Annual interest can be determ ned year by year
by referring to the rates shown in Figure 1.
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d. Post-1956 MIlitary Deposits ("Catch-62").

(1) If you were first enpl oyed under CSRS on or after
Cctober 1, 1982, you wll receive credit for any post-1956
mlitary service when you retire, but only if you make a deposit

for that service. |If you nade that deposit before Cctober 1,
1986 (or within three years of being hired if you were hired
after that date), no interest will be charged. Thereafter,

i nterest nust be paid.

(2) If you were first enpl oyed under CSRS before
Cctober 1, 1982, you have two choi ces:

(a) Make a 7 percent deposit for any post-1956 and
avoi d a possible reduction in your annuity at age 62; or

(b) Decide not to make the deposit and accept a
possi bl e reducti on.

(3) As arule, all deposits for mlitary service nust
be made to your enpl oying agency before you retire. However, if
you are entitled to a deferred annuity and separated fromthe
government after Septenber 8, 1982, you may nake the deposit at
any time before your retirenent application is adjudicated by
oPM

(4) Agencies will accept your actual mlitary pay
vouchers for conplete periods of mlitary service to calcul ate
the mlitary deposit, which is 7 percent (7.5 percent for |aw
enforcenment officers and firefighters). |[If you don't have those
records, you'll have to obtain a certified estinmate of your
mlitary earnings fromthe appropriate branch of service. Your
personnel office has the formand instructions needed to obtain
an estimate.

37-11. COST OF LI VI NG ADJUSTMENTS ( COLAS).

a. Except for additional annuities purchased under the
Vol untary Contributions Program all other annuities under CSRS
are increased annually by cost of |iving adjustnents. These are
based on the Consuner Price |Index for Urban Wage Earners and
Clerical Wrkers (CPI/W fromthe third cal endar quarter of one
year to the next.

b. COLAs are effective on Decenber 1 of each year and are
applied to the annuity paynents nade the foll owi ng January.
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c. COLAs for newretirees are prorated according to the

date on which they retired. If you retire in January, your
first adjustnment will be made in January of the
following year and will be for 11/12ths of the COLA anmount. |If

you retire in February it will be 10/12ths, and so forth.
Future COLAs will be for the full anount.

NOTE: COLAs are always paid the nonth followi ng the effective
date. However, in calendar years 1994-96, COLA paynents were
del ayed three nonths by an act of Congress.

37-12. SURVI VOR BENEFI TS.

a. |If you are married when you retire, you must elect a
full survivor annuity for your spouse unless the two of
you agree in witing to a |l esser anmount or none at all. Under

CSRS, a full survivor annuity is 55 percent. A reduced survivor
may be a dollar anmount.

NOTE: Unl ess your spouse is already entitled to coverage under
the FEHB program a spousal annuity preserves that right for him
or her.

b. In order to provide a survivor annuity, your own annuity
must be reduced to pay for it. An annuity reduction to provide
a spousal annuity does not reduce the amount of the annuity the
spouse will receive. The spouse will get 55 percent of the
annuity base selected. Wth a $34,000 base, the spouse would be
entitled to an annuity of $18,700 (.55 X $34,000). A $4, 000
base woul d produce an annuity of $2,200 (.55 X $4, 000).

c. Because retiree annuities are increased annually by
cost-of living-adjustnents (COLAs), the survivor annuity base
goes up by the sanme percentage. Wen a survivor begins
receiving an annuity, their COLA will also be increased
annual | y.

37-13. FORMER SPOUSE ANNUI TI ES.

a. |If you are divorced; legally separated or your marriage
was annul | ed, your ex-spouse may have filed a court order with
the O fice of Personnel Managenent. In nost cases, the purpose
of such a court order is to assign sonme of your retirenent
benefits to your forner spouse. |If that is the case, it may
reduce or elimnate your ability to provide a survivor annuity
for a current spouse.
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b. If the court order doesn't provide for a survivor
benefit for a former spouse, you may voluntarily el ect one.
However, if you have subsequently renmarried, you can only do
this if your current spouse agrees.

NOTE: A former spouse's survivor annuity ends if he or she
remarries before becom ng age 55.

37-14. | NSURABLE | NTEREST ANNUI Tl ES.

a. |If there is no former spouse court order in effect, you
may nanme a specific individual to receive a survivor benefit.
For exanple, you may nane:

(1) Your current spouse when a regul ar survivor annuity
has been bl ocked by a court order.

(2) Soneone else in addition to electing a survivor
annuity for your current spouse; or

(3) Soneone el se instead of your current spouse, but
only if your spouse gives his or her witten consent.

b. In order for OPMto approve your insurable interest
el ection:

(1) You nust be in good health as evidence by a current
medi cal exam nation; and

(2) The person you nane nust have a continuing
financial interest in you.

c. The Ofice of Personnel nmanagenent assunes that a
continuing financial interest exists for the follow ng kinds of
peopl e:

(1) Your current spouse;

(2) A blood or adoptive relative closer than a first
cousi n;

(3) Your former spouse;
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(4) Soneone to whomyou are engaged to be marri ed;

(5) Soneone living with you in a common-|aw marri age
relationship, as long as that "marriage" is recognized by the
state in which you are |iving.

(6) Soneone with a denonstrable financial interest who
coul d be expected to derive a neaningful benefit from your
continued life.

d. The person you select for an insurable interest
annuity will receive 55 percent of your basic annuity, but only
after it has been reduced by a percentage that goes up as the
di fference between your age and that of your designated survivor
increase. This is designed to differentiate between the nunber
of years an annuity will likely be paid to soneone close to your
age versus soneone who is 10, 30 or nore years younger.

37-15. HEALTH | NSURANCE
a. The Five-Year Requirenent.
(1) If you are currently enrolled in the Federal
Enpl oyees Health Benefits (FEHB) program you nay conti nue that
enrol I ment into retirenent.

(2) Your premuns wll be the sane as those you woul d

be paying if you were still an enployee, only that they will be
deducted on a nonthly rather than a bi-weekly basis. Every year
you wi Il have an opportunity to change plans and/or options,

just as you do as an active enpl oyee.

b. However, as a rule, you may only continue your
enrollnment in the FEHB i f you have been enrolled for five years
(or fromyour earliest opportunity to enroll) before you retire.
This could be an inportant consideration as you approach
retirement and may be thinking of dropping FEHB coverage, for
exanple, to be covered under a spouse's health insurance pl an
from non-federal enploynent.

NOTE: Cenerally, enrollnment under the mlitary CHAMPUS
program may be counted in neeting the five-year enroll nent
requi renent ass long as you are enrolled in the FEHB when
you retire.
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37-16. WAIVER OF THE FI VE- YEAR REQUI REMENT.

a. Wile the Ofice of Personnel Managenent has been
granted the authority to waive the five-year requirenment when it
woul d be agai nst equity and good conscience no to do so, few
wai vers are granted. That's because the criteria are quite
strict. If you are asking for a waiver, you need to denonstrate
t hat :

(a) You intended to have FEHB coverage as a retiree;

(b) The circunstances that prevented you from neeting
the five-year requirenent were essentially outside of your
control; and

b. Your payroll office will authorize your final salary
paynment after your separate for retirenment and any |unp sum
paynment for unused annual |eave you may have. |t al so prepares
your | ndividual Retirenent Record, which reflects service, salary
hi story and annual retirenent contributions

(c) You had exercised due diligence in protecting your
right to continue FEHB coverage into retirenent.

c. Generally, enployees who retire as a result of Nearly
out" offers or "buyouts" are not eligible for waivers. There are
sone exceptions as noted bel ow

(1) Received a buyout if their separation for
di sconti nued service retirenent was extended beyond March 31,
1995, the cut-off date in the original |aw, or

(2) Are working for agencies whose authority to grant
buyout s extends beyond March 31, 1995.

d. In either case, the reason for separation nust be based
on involuntary separation due to RI F, abolishnment of position,
directed reassignnment, or reclassification to a | ower grade.

e. |If you do not qualify for an autonatic wai ver of the
five-year requirenent, you may apply for a regular waiver by
witing OPM at this address:

O fice of Personnel Managenent Retirenent and | nsurance Service

Retirement Services Division P.O Box 14172 \Washi ngton, D.C
20044- 4172
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37-17. FEDERAL EMPLOYEES GROUP LI FE | NSURANCE

The Federal Enpl oyees' Goup Life Insurance (FEG.I) program has
the sane enrol Il nent requirenent as the FEHB program You nust
nmeet the five-year (or earliest opportunity to enroll)

requi renent to carry your insurance coverage(s) into retirenent.

| f you don't neet that requirenent, you cannot. |If you are not
eligible to continue your FEGI| coverage into retirenent, it wll
still stay in force for 31 days following retirenment at no cost

to you. However, you nust either drop the coverage or convert it
to an individual policy.

37-18. STATE TAXES.

Each state has its own tax code which determ nes whet her you
federal annuity is taxable and, if so, to what degree. |If your
state does tax federal annuities, you may want to enroll in the
State I ncone Tax Wt hhol di ngs Program

37-19. HOW YOUR RETI REMENT APPLI CATI ON | S PROCESSED.

a. You nust contact the Arny Benefits Center-Cvilian
(ABC-C) to obtain counseling and request your annuity estinmate.
The ABC-C will process your annuity estinmate request and
assenble a retirenent planning package which will be nailed to
you.

b. Once you are certain of your retirenent date contact the
ABC-C i mredi ately for counseling and advice. The appropriate
retirement fornms can be obtai ned by accessing the ABC-C website
address. The website address is: http://ww.abc.arny.ml.
| nf orm your supervisor of your retirenent decision and conplete
all the necessary retirenment forns as soon as possible. The
ABC- C has asked that retirenent packets be submtted 90 to 120
days in advance of the effective date of your retirenment. Ask
your organi zation to process a Personnel Action Request (PAR)
comonly known as a SF 52.

c. You nust ensure that you sign the second page of the PAR
and it nmust be forwarded to the ABC-C with your conpl eted
retirement packet. You should keep a copy of all the
informati on you submt to the ABC-C for your records. The ABC C
will request your Oficial Personnel File (OPF) from Sout heast
Cvilian Personnel QOperations Center (SECPOC) and process the
fol |l ow ng docunents.
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(1) Certify and transfer your FEG. life insurance
coverage to OPM if you are eligible to continue coverage;

(2) Transfer your FEHB health insurance enrollnent to
OPM if you are eligible to continue coverage;

(3) Forward any current designations of
beneficiary which are in your official personnel folder;

(4) Process the personnel action needed to separate you
for retirenent;

(5) Conplete and certify the personnel office portion of
your retirenent application;

(6) Forward your retirenment application and rel ated
records to your payroll office.

e. It will also certify your annual basic pay for life
i nsurance purposes, if applicable. Your retirenent packet wl|
then be forwarded to OPM Retirenent QOperations Center

37-20. HOW OPM PROCESSES YOUR RETI REMENT APPLI CATI ON

a. OPMw Il send you an acknow edgnent and retirenment claim
nunber upon recei pt of your claim Upon initial review of your
claim if your entitlenment to an annuity is clear, OPM w | |
authorize interimannuity paynents to provide you with an incone
until your claimis conpleted. Interimpaynents are usually
bet ween 80 to 850 of your estimated nonthly annuity paynent.

b. OPMusually authorizes interimpaynents within four days

after it receives your retirenment packet. |f your retirenent
occurs within the first three days of the nonth, your benefits
wi |l accrue through the end of the nonth and will be payabl e on

the first business day of the follow ng nonth. The Treasury
Depart ment processes and mails the annuity paynents therefore,
you shoul d add eight to ten business days to the process. You
shoul d receive your first annuity paynent within three to four
weeks. Final adjudication of your case take place in OPMs,
Ofice of Retirenment Prograns in Washington, DC. Should you have
further questions this is the office that you nust contact.

c. Once your file has be reviewed and adjudi cated by OPM

your regular nonth annuity will be determ ned and paynent
authorized. OPMw Il make paynment for any noney owed to you
within the interimperiod. You will then be sent a personalized
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statenent entitle "Your Federal Retirenent Benefits" detailing
how much your nonth paynent will be and listing health and life
i nsurance deductions and tax information. As a rule, OPM
conpletes the entire retirenment review process within 30 to 35
days fromthe date it first receives your retirenment package
fromyour payroll office, however certain benefit el ections may
del ay the process. |If you have any questions about the status
of your retirenent application once it has reached OPM pl ease
contact OPM at (202) 606-0500.

37-21. DEATH NOTI FI CATI O\.

Managenent officials should notify the Cvilian Personnel

Advi sory Center (CPAC), immedi ately once they have know edge of
an enpl oyee death. Please provide the nane of survivor,
address, and tel ephone nunber. The CPAC will inmediately begin
processing information to ABC-C to expedite survivor benefits.

37-21



