














									











TO:  





FROM:	Benefits Representative





SUBJECT:  Credit For  Military Service for FERS Retirement





During a recent audit of your personnel record, I noted that you have not made a deposit to the Civil Service Retirement Fund for your active military service time. 





A major impact on your retirement eligibility and annuity…





Although you have an option not to pay the military service deposit,  I am writing to remind you that—as an employee covered under the Federal Employees Retirement System (FERS)--if you do not pay a deposit-- you will not receive credit for your active military service time for either retirement eligibility or retirement annuity computation purposes. 





An illustration of the major impact of not making a deposit…





If you were under age 60,  had 10 years of military service, and currently have 15 years of civil service under FERS  (for a total of 25 years Federal service) :





with a military deposit-- you could retire today under early-out retirement;


without a military deposit -- (1) you could not retire for another 10 years; (2) your annuity would be less than it could be; (3) and your post-retirement tax deductions on your annuity would be less.





How much is your military deposit?





As a FERS employee, you owe a  deposit amount equivalent to 3% of your total basic pay earned while on active military duty plus accrued interest ranging from 3 to 13% (table enclosed) for each year of your civil service in which you have an unpaid deposit due --after your initial 2 years of civil service. (Note: Your first two years are interest free.) 





How do you make a military deposit? 





First step—call me at XXXXX. I’ve already requested a statement of your earnings from the Defense Finance and Accounting Service. Upon receipt, I will post this statement in your official personnel folder. If you wish to consider making a deposit, I will have JSC payroll compute your total deposit. You may choose to pay this amount in a lump sum or through  biweekly deductions from your pay. 








If you plan to delay making a deposit…


Although you may make a deposit up until the day you retire, the longer you delay in making a deposit-- the more your deposit will be…perhaps thousands of dollars more!  If you wait until just before you intend to retire to make a deposit --you may not be able to afford to make the deposit and you may be unable to retire as planned.








Finally…





I understand that making a deposit is not something that you will look forward to. However, my experience with potential retirees is that they are very happy that they “took the plunge” early-on and made the military deposit.  





Please call me if you have any questions or need assistance. 




















Military Deposit--Interest Rates on Unpaid Balance





Interest Accrual Date


(Interest charges begin 2 years after you enter into the civil service)


�
Interest rate you owe on the unpaid balance of your military deposit�
�
Pre 1/1/1957�
No deposit due�
�
1957-1984�
3%�
�
1985�
13.00�
�
1986�
11.125�
�
1987�
9.00�
�
1988�
8.375�
�
1989�
9.125�
�
1990�
8.75�
�
1991�
8.625�
�
1992�
8.125�
�
1993�
7.125�
�
1994�
6.25�
�
1995�
7.00�
�
1996�
6.875�
�
1997�
6.875�
�
























If you are FERS and previously transferred from CSRS and have a CSRS annuity component--you will owe an amount equal to 7% of your total earnings (basic pay) while on active military duty plus accrued interest ranging from 3 to 13% (table enclosed) for each year of  your civil service in which you have an unpaid re-deposit--after your initial 2 years of civil service. (Note: Your first two years are interest free.) 


Two very important exceptions if you are FERS and transferred from CSRS…


if your military service occurred after your CSRS service-- your redeposit will be at the FERS rate of 3% instead of the CSRS rate of 7%.


if your military service redeposit rate is based upon your CSRS service--your military service will count for retirement eligibility purposes—even if you don’t make a redeposit 
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