Federal Benefits for Air Traffic Controllers

An Air Traffic Control (ATC) Specialist is defined as a civilian employee who is actively engaged:  in the separation and control of air traffic; or providing pre-flight, in-flight, or airport advisory service to aircraft operators.  Also included in this definition is an employee who is the immediate (first-level) supervisor of an air traffic controller as defined above.  The Secretary of Transportation makes this determination.  This is also referred to as “good time”, “covered position”, or “ATC time.”

ATCs are covered by special retirement provisions of the Civil Service Retirement System (CSRS) or the Federal Employees Retirement System (FERS). 

Civil Service Retirement System (CSRS)

Employees hired prior to January 1, 1984, are usually covered by CSRS.

Air Traffic Control Specialist service defined above:
· Employee contributions to the retirement system:  7.0% of salary
Example:  Employee earning $100,000 per year for 20 years contributes $140,000 to the retirement system for annuity benefits.

· Computation of annuity:
1.5% multiplied by the high-3 average salary for the first 5 years of service,
1.75% multiplied by the high-3 average salary for the next 5 years of service, PLUS
2% multiplied by the high-3 average salary for all years/months of service over 10
Example (average high-3 salary of $100,000 and 25 years of service):
1.5% 
x 
$100,000 x 5 = 
$7,500,
1.75% 
x 
$100,000 x 5 = 
$8,750, PLUS
2% 
x 
$100,000 x 15 = 
$30,000
                                                           $46,250

· Guaranteed benefit:
A minimum annuity benefit is guaranteed once an employee has completed 20 years of service as an ATC.  This benefit is 50% multiplied by the high-3 average salary.
Example (using the figures above): 

50%
x
$100,000 =

$50,000

· In the examples above, the employee is guaranteed to receive $50,000 annually, not $46,250.

· An employee who owes a redeposit for ATC service performed prior to 10-1-90 will have an actuarial reduction in the guaranteed 50% minimum benefit unless he/she pays the redeposit.  Refunded ATC service performed on or after 10-1-90 is not creditable unless a redeposit is made.  

Note:  High-3 is the average of the highest 3 consecutive years of pay prior to retirement. This is usually the last 3 years.

Retirement Eligibility:
· 20 years of service in a “covered position” at age 50, or

· 25 years of service in a “covered position” at any age.

· The age reduction (under age 55) in the computation of an annuity does not apply to ATCs retiring under the special provisions.

· Employees not meeting the age and service requirements are not eligible for the guaranteed minimum 50%.

CSRS-Offset:  

CSRS employees who return to federal service after a break from a retirement-covered position of more than 365 days after December 31, 1983, are covered by CSRS Offset (a combination of CSRS and Social Security).  Employees covered under CSRS-Offset will receive an annuity based on the general formula previously described, however, when eligible for Social Security benefits, the annuity will be offset.

· The amount of the offset is the lesser of:
the amount of the Social Security benefit attributable to the employee’s service after 12-31-83 under CSRS-Offset, OR
the amount obtained by applying the following formula: 
Total Years of Offset Service
                    40
Example:
Employee retires at age 50 with 6 years of CSRS-Offset service included in the annuity.  At age 62, he/she becomes eligible for Social Security benefits of $500 per month.  The reduction is the lesser of:
$100 (determined by Social Security which represents the attributed amount of CSRS-Offset service), OR
6 years of CSRS-Offset service
                    40                               = 15% x $500 = $75 (offset in the annuity)

Mandatory Separation:
· ATCs must be separated on the last day of the month in which he/she turns age 56 OR completes age and service requirements for an immediate annuity (no necessarily an ATC retirement).  “Immediate annuity” includes those covered under Title 5 USC 8336:

· Voluntary retirement (age 55 and 30 years of creditable service; age 60 and 20 years, or age 62 and 5 years);

· Discontinued service retirement (age 50 and 20 years of creditable service, or any age with 25 years of service); and

· Voluntary ATC retirement as defined above.

· Certain ATCs are exempt from the mandatory separation:
--  Appointed by Department of Transportation (DoT) as an ATC (terminal or en route) prior to May 16, 1972, or
--  Appointed by Department of Defense (DoD) as an ATC prior to September 12, 1980, or
--  Appointed by DoT as a flight service station specialist prior to January 1, 1987.

The mandatory separation does not apply to employees who are not currently occupying a “covered position” even if eligible to retire under the ATC special provisions based on prior ATC “covered” service.
Disability Retirement

Employees who are unable to perform useful and efficient service because of disease or injury may be approved by the Office of Personnel Management (OPM) for disability retirement.  If approved, the retiree receives the higher of:

the annuity as computed based on age and service at retirement; or

the guaranteed minimum which is the lesser of:

40%  x high-3 average salary; or

the amount obtained by increasing the actual years, months, days remaining from the commencing date of the annuity through the date he/she becomes age 60

Death in Service

When an employee dies, an annuity is payable to a spouse at 55% of the annuity computed as if the employee had retired on disability retirement as of the date of death.  If on the date of death, the employee was age 50 or older with at least 20 years of ATC service; or had at least 25 years of ATC service, regardless of age, the spouse would receive 55% of the annuity computed under the special ATC provisions.

Dependent children under age 22 with one living parent receive $384 per month; or ($1,152 divided by the number of eligible children).  Children with no surviving parent receive $461 per month ($1,383 divided by the number of children).   Payments are increased each year by COLAs.  If there are no survivors eligible for an annuity, the beneficiary may elect a lump sum payment of the deceased employee’s CSRS contributions.
Federal Employees Retirement System (FERS)

Employees first hired on or after January 1, 1984, are covered by FERS.   There have been two open enrollment opportunities for employees to transfer from CSRS to FERS.  In addition, a break in service of more than three days also provides an opportunity to transfer for FERS. 

FERS is a three-tiered program consisting of the FERS annuity, Thrift Savings Plan (TSP), and Social Security. An employee must have at least 5 years of civilian service under FERS, to be vested or potentially eligible to collect an annuity.  If not eligible for retirement, a former Federal employee may request a refund of employee retirement contributions from OPM.  Once a refund is paid, the service will no longer be creditable and it can never be used for a FERS benefit, even if later reemployed. 

Air Traffic Control Specialist service:
· Employee contributions to the retirement system:  1.3% of salary
Example:  Employee earning $100,000 per year for 20 years contributes $26,000 to the retirement system for annuity benefits.

· Agency contributions to the retirement system:  21.8% of salary

· Computation of annuity:
1.7% multiplied by the high-3 average salary for each year of service through the first 20 years of service, PLUS
1.0% multiplied by the high-3 average salary for the years of service in excess of 20.
Example:  (average high-3 salary of $100,000 and 25 years of service):
1.7% x $100,000 x 20 = $34,000, PLUS
1.0% x $100,000 x 5   = $  5,000
                                       $39,000 

Note:  High-3 is the average of the highest 3 consecutive years of pay prior to retirement. This is usually the last 3 years.

Retirement Eligibility:

· 20 years of service in a “covered position” at age 50, or

· 25 years of service in a “covered position” at any age.

To be eligible for the special retirement computation, an employee must have occupied a position as defined above for 20 years and retire under the special retirement provisions (Public Law 104-50 early retirement).   Example:  If an employee has 17 years of “covered” service then enters a non-covered position for the remainder of his/her career, the annuity will be computed under the regular formula (1.0% x high-3 average salary x years/months of service).  The employee is not eligible to receive a refund of the higher contribution made during the 17 years of “covered” service.

Air Traffic Control Specialist service in a non-covered position or other nonATC employee:
· Employee contributions to the retirement system:  0.8% of salary
Example:  Employee earning $100,000 per year for 30 years contributes $24,000 to the retirement system for annuity benefits.

· Agency contributions to the retirement system:  10.7%

· Computation of annuity:
1.0% multiplied by the high-3 average salary for each year of service.
Example:  An average high-3 salary of $100,000 multiplied by 1.0% for 30 years service equals $30,000 per year.

An employee ineligible for special retirement provisions must meet the minimum retirement age (MRA) requirements and have 30 years of creditable federal service to receive an unreduced annuity.  The MRA is dependent on the year of birth.  It ranges from 55 (for those born before 1948) to 57 years (for those born in 1970 or later).  Important Note:  ALL service time will be computed at the 1.0% per year computation unless, at the time of retirement, an employee meets the eligibility requirements for an ATC retirement. 

Annuity Supplement:

FERS employees who retire before age 62 may be eligible to receive a supplement to the FERS annuity.  The supplement is computed by estimating a full career Social Security benefit and then approximating the portion of that full career benefit representing the service under FERS.  This benefit ends at age 62, even if the retiree is not eligible for Social Security benefits.

Cost of Living Adjustments (COLAs):
Employees retiring under the special provisions for ATCs are eligible to receive COLAs even if retiring under the age of 62.  Most employees who retire under nonATC provisions do not receive COLAs until age 62.

Trans-FERS:

Trans-FERS are employees currently covered by FERS, however, have at least 5 years of creditable service under CSRS or FICA only before electing FERS.  

· For these employees, the annuity is computed using two formulas; CSRS and FERS.  For the CSRS years of service, the annuity computation is:
1.5% multiplied by the high-3 average salary for the first 5 years of service,
1.75% multiplied by the high-3 average salary for the next 5 years of service, PLUS
2% multiplied by the high-3 average salary for all CSRS component years over 10.

· The guaranteed minimum benefit for ATCs under CSRS (50% of the high-3) cannot be used in computing the CSRS component.

· In computing the FERS component, ATC service performed before the transfer to FERS does not count toward the 20 year limit on the 1.7% calculation.  This is not an exemption to extend the mandatory separation, however, only applies the how the annuity is computed.
Example (6 years of “covered” service under CSRS & 20 years of “covered” service under FERS):
CSRS service = 1.5% 
x high-3 average salary x 5, PLUS
                           1.75% 
x high-3 average salary x 1, PLUS
FERS service = 1.7% 
x high-3 average salary x 20_____ 
Total CSRS and FERS computations = Annual Annuity

Disability Retirement

Employees who are unable to perform useful and efficient service because of disease or injury may be approved by OPM for disability retirement.  Employees covered under FERS must also file for Social Security disability.  

To qualify for disability, the disabling condition must be expected to last at least 1 year and the employee must have at least 18 months of creditable service.  The first year, the annuity is:  60% of the high-3 average pay minus 100% of any Social Security disability benefits.

After the first year and until age 62, if the disability prevents performance of the job and the individual is not eligible for Social Security, disability benefits will be 40% of the high-3 average pay.  If qualified for Social Security, the FERS benefit is reduced by 60% of the Social Security benefit.  At age 62, the benefit is recomputed as if the annuitant had not been disabled, but had continued to work until age 62.

Death in Service

When an employee dies, a basic death benefit is paid if the employee had at least 18 months of service and was covered by FERS on the date of death.  The benefit increases each year by COLAs, and is $24,354.74 in 2002.  If the employee had at least 10 years of creditable service, a monthly annuity is also payable to a spouse. For ATCs, the spousal annuity is 50% of the annuity computed under the special ATC provisions if the employee was age 50 or older with at least 20 years of ATC service, or any age with at least 25 years of ATC service.    If the ATC did not meet these service requirements, the spouse receives 50% of the salary as computed under the regular formula.

Dependent children under age 22 with one living parent receive $384 per month; or ($1,152 divided by the number of eligible children).  Children with no surviving parent receive $461 per month ($1,383 divided by the number of children). Payments are increased each year by COLAs.

If there are no survivors eligible to receive an annuity, the beneficiary may request a lump sum payment of the deceased employee’s FERS retirement contributions.
Thrift Savings Plan (TSP)

The TSP is a retirement savings and investment plan for federal employees.  The retirement income that is received from TSP depends on how much is contributed during the employee’s working career and earnings on those contributions.  The contributions made to TSP are voluntary and are separate from contributions to the FERS annuity.  Employee contributions are taken from pay before taxes are computed and taxes on contributions and attributable earnings are deferred until the money is withdrawn.

When first employed, employees have a 60-day election period to begin contributing to the TSP. If an election is not made to contribute to TSP within 60 days of being hired, the next opportunity to enroll will come during an open season.  There are two TSP open seasons each year:  April 15 through June 31 and October 15 through December 31. 

In 2003, employees covered under FERS may contribute up to 13% of basic pay among five investment funds. Employee contributions may increase each year by 1% until 2006, when contributions may be made in any amount, subject to the Internal Revenue Service (IRS) limit.

After two open seasons, a FERS employee becomes eligible for agency contributions.  At that time, an account will be established for if the employee is not already contributing.  The agency will begin to contribute 1% to the account, plus match employee contributions up to 4% (dollar for dollar for the first 3%, and $.50 on the dollar for the next 2%) for a total of 5%.  Employees are immediately vested in their money and the matching funds, but must have 3 years of civilian service to be vested in the agency automatic 1%. 

Employees covered by CSRS may contribute up to 8% of their basic pay, but do not earn any agency automatic or matching contributions.  Employee contributions may increase each year by 1% until 2006, when contributions may be made in any amount, subject to the IRS limit.

When leaving federal service, there are several TSP options.  The entire account balance can be left in the TSP and continue to earn interest.  Other options include withdrawing the entire account balance in a single payment; receiving the account in a series of monthly payments; or purchasing a life annuity.  The TSP can also transfer the account to an IRA or other eligible retirement plan.

· ATCs retiring under the special provisions are not exempt from the 10% early withdrawal penalty.  This penalty applies to anyone separating/retiring before the year in which he/she becomes age 55 and begins receiving money from TSP before age 59 ½.  There are some exceptions to the 10% penalty, such as, transfer money to an eligible IRA, annuity payments, death benefit payments, etc.  

Social Security

FERS and CSRS Offset employees and the agency each contribute 6.2% of earnings to Social Security, up to the annual IRS maximum. Agencies and employees also contribute 1.45% to Medicare.  Social Security benefits are determined and paid by the Social Security Administration.  

Employees covered by CSRS do not contribute to Social Security based on their federal earnings.  However, they may have contributions from outside employment.  Their CSRS annuity may be reduced based on these earnings, although there are some exceptions.

Federal Employees Health Insurance (FEHB)

Permanent employees or those on time limited appointments of more than one year may elect health insurance coverage for self and all eligible family members without a medical examination.  There are no restrictions because of age, current health or pre-existing conditions.  There is a 60-day period from the date of appointment to enroll in an FEHB plan.  Coverage is effective the beginning of the pay period following the date the enrollment form is received in the Human Resources Office.  There is an annual open enrollment period each November when employees can enroll or change plans/options.

There are many plans available.  Choices range from Health Maintenance Organization to 

Fee-for-Service plans. The employee and the government share the cost and the government’s share may not exceed 75% of the total premium.  (Example:  Fee-for-Service plan, Blue Cross Blue Shield, standard option, self and family enrollment costs the employee $204.46 per month.  The government pays $485.06 per month).

Health insurance premiums can be paid in pre-tax dollars under premium conversion.  The employee share of the FEHB premium is deducted from taxable income, thereby reducing taxes.  Participation in premium conversion is automatic unless it is waived within 60 days of appointment. 

Federal Employees' Group Life Insurance (FEGLI)

FEGLI is a term insurance policy with no cash value.  New employees are automatically enrolled in Basic life insurance unless they waive coverage.  Within the first 31 days of appointment, employees may elect optional insurance coverage.  Any options not elected will be deemed as waived.  Employees must have Basic coverage before electing any Optional insurance.
Listed below are the options available and values of each:

· Basic equals annual salary, rounded up to the next $1,000, plus $2,000.  (Example:  annual salary is $25,982, rounded up to $26,000 plus $2,000 equals $28,000 worth of insurance.)  
· Option A-Standard equals $10,000.  
· Option B-Additional equals annual salary, rounded up to the next thousand, times one to five multiples.  (Example:  annual salary of $25,982, rounded up to $26,000 times two would equal $52,000.)
· Option C-Family equals $5,000 for a spouse and $2,500 for each eligible dependent child, times one to five multiples.  (Example:  if electing two multiples, the spouse is insured for $10,000 and each eligible dependent child for $5,000.) 

If an employee does not elect Option C Family insurance and later experiences a life event such as marriage, he/she may elect family coverage within 60 days of the life event. 
If Basic coverage was waived or the employee did not elect Options A and B, insurance can be increased.  The employee must wait at least one year after the last election, have a medical examination at his/her own expense, and be approved by the Office of Federal Employees Group Life Insurance (OFEGLI). 

The cost of Basic life insurance is shared by the employee (2/3 of the premium) and the government (1/3 of the premium).  Basic insurance cost is $.155 biweekly for each $1,000 of coverage.  The employee pays the full cost of Optional coverage which is based on age, increasing in 5 year increments (40, 45, 50, etc.) as indicated below. 

BIWEEKLY WITHHOLDINGS FOR OPTION A

For persons under age 35
$0.30

For persons ages 35 through 39
    .40

For persons ages 40 through 44
    .60

For persons ages 45 through 49
    .90

For persons ages 50 through 54
  1.40

For persons ages 55 through 59
  2.70

For persons ages 60 and over
  6.00

       BIWEEKLY WITHHOLDINGS FOR OPTION B – COST PER $1,000 OF COVERAGE

For persons under age 35
$0.03

For persons ages 35 through 39
.04

For persons ages 40 through 44
.06

For persons ages 45 through 49
.10

For persons ages 50 through 54
.15

For persons ages 55 through 59
.31

For persons ages 60 and over
.70

 BIWEEKLY WITHHOLDINGS PER MULTIPLE FOR OPTION C

For persons under age 35
$0.27

For persons ages 35 through 39
    .34

For persons ages 40 through 44
    . 46

For persons ages 45 through 49
.60

For persons ages 50 through 54
.90

For persons ages 55 through 59
1.45

For persons ages 60 through 64
2.60

For persons ages 65 through 69
3.00

For persons ages 70 and over
3.40

