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THE BREARDOWN

FederalEmployeesRetirementSystem

How is the amount of an employee’s FERS annuity elehined?
The amount depends on an employee’s length of sezeiand his or her “high-3”
average salary.
How is an employee’s length of service computed?
All periods of creditable service are added togethieincluding post-1956 military
service for which a deposit has been made. The oddys under 30 are dropped and
the time (years and months) remaining is the lengtbf time used in the annuity
calculation.
How is an employee’s “high-3” average salary compdf
The “high-3” average salary is the highest salary ltainable by averaging the rates of
basicpay in effect during any three consecutive years a&fervice. Note that basic pay
does not include unrolled-in COLA or any premium pg. Also note that, for the
purposes of computing an employee’s “high-3,” a yealoes not have to be a calendar
year (i.e., from January 1 to December 31).
What is the formula for calculating a FERS retirenm¢ annuity?
For employees who retire before age 62, the annuahnuity for FERS-covered service
is calculated by multiplying the number of years ofervice under FERS times one
percent- times the average of the employee’s highiékree consecutive years of basic
pay, the employee’s so-called “high-3” average. F@mployees who retire at age 62 or
older with at least 20 years of service, the benefs 1.1 percent times the employee’s
years of service under FERS- times the employee’sigh-3” average salary.
Why are there two retirement systems (CSRS and FERS
In 1983, Congress passed the Social Security Act A&mdments of 1983.These
amendments were designed to bail out the nation’so8ial Security system. One of the
amendments mandated Social Security coverage forl&&deral and postal employees
hired on or after January 1, 1984. (Most federal ad postal employees hired prior to
1984 participate in the Civil Service Retirement Sgtem and arenot covered by Social
Security.) Another of the amendments required that new retirement plan be
developed to supplement the Social Security benefiof federal and postal employees
covered by Social Security. FERS is the supplemertatirement plan called for by
the 1983 legislation.

What is the number for the Retirement Informationffice of the U.S. Office

of Personnel Management?
Toll Free 1-888-767-6738, or in Wastgton,D.C. 202-606-0500.

Where can | call for Social Security information?
1-800-772182




