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Last Paycheck vs. First Retirement Check

Welcome
» About today’s topic
» Our audience today
» Q&A - the ProFeds Support Team standing by
» Handouts - available for download
» Recorded - how to get the replay
» Stay until the end!

Last Paycheck vs. First Retirement Check

Your ProFeds Presenter
Chris Kowalik
» ProFeds Founder

» Developer of the Fedimpact
Retirement Workshop

» Host of the Fedimpact
Podcast

O FED Support Team
Retiremen t Training by FEDS . .
’ » Standing by for your questions

Last Paycheck vs. First Retirement Check

Last Paycheck vs.
First Retirement Check

How you can expect your pay to change
once you retire from federal service
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Agenda

» INCOME: changes in gross income you can expect as a
retiree

» EXPENSES: which expenses go up and which go down in What this webinar

retirement o
» SHORTFALL: how you can fill the income gap Wlll NOT cover

(but there’s a catch!)
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While Working (Your Paycheck) In Retirement (Your Retirement Check)

» Income: Salary » Income: Pension, FERS Supplement, Social Security

» Deductions: » Deductions:
- Federal tax - TSP contributions - Federal tax —FSP-eontributions
_ State tax - FEHB/FEDVIP (pre-tax) _ State tax - FEHB/FEDVIP (after-tax)
- Social Security tax - FEGLI . Seeiat-Seeurity-tax - FEGLI
- Medicare tax - FLTCIP . Mediearetax - FLTCIP
- CSRS or FERS — ESRS-erFERS - Survivor Benefits
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Case Study

» Mike is a Regular FERS
» Married to Mary

» Retirement age: 60

» Service years: 30

» Ending salary: $101,790

How does his last paycheck compare
to his first retirement check?

Last Paycheck vs. First Retirement Check

Case Study Data
» Mandatory contributions to SS, Medicare and FERS
» TSP contributions: $27,000/yr
» TSP balance: $500,000 (all Traditional)
» FEHB: 106/BCBS/Self Plus One
» FEGLI: Basic, A, Bx5
» FLTCIP: None at this time

Last Paycheck vs. First Retirement Check

Last Year of Work (age 59) vs. First Year of Retirement (age 60)

$101,790 Salary $0
$0 Pension $30,000
$0 Special Retirement Supplement $9,360
- $7,673 Federal Tax (MFJ 24%) - $3,965
- $3,363 State Tax (flat 5%) - $1,818
-$7,210 Social Security & Medicare Tax $0
- $814 FERS Contributions $0
- $27,000 TSP Contribution (Traditional) $0
- $2,856 Life Insurance (FEGLI) - $8,700
- $7,530 Health Insurance (FEHB) - $7,820
$0 Survivor Benefit Plan (SBP) - $3,000
$45,344 INITIAL TAKE HOME PAY $14,057
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What’s Missing?
» We have NOT accounted for:

- Long Term Care (cost varies for insurance and care)
- Medicare Part B at age 65 ($2,041/yr per person)
- Unexpected expenses (ex: major repairs or medical bills)
- Inflation (causing the cost of living to go up)
- Loss of income when spouse stops working
- Any of the fun things they wish to do in retirement

- How long it will take OPM to get everything straight
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Addressing the Income Shortfall
» How does he try to fill the gap of $31,287?

- Lower their standard of living?

Use savings (cash)?

Work longer?

Get another job?
Take from the Traditional TSP?
- Control the expenses?

Last Paycheck vs. First Retirement Check

Last Year of Work (age 59) vs. First Year of Retirement (age 60)

$101,790 Salary $0
$0 Pension $30,000
$0 Special Retirement Supplement $9,360
- $7,673 Federal Tax (MFJ 24%) - $3,965
- $3,363 State Tax (flat 5%) - $1,818
-$7,210 Social Security & Medicare Tax $0
- $814 FERS Contributions $0
- $27,000 TSP Contribution (Traditional) $0
- $2,856 Life Insurance (FEGLI) - $8,700
- $7,530 Health Insurance (FEHB) - $7,820
$0 Survivor Benefit Plan (SBP) - $3,000
$45,344 INITIAL TAKE HOME PAY $14,057
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The Transition Period
» It will take OPM several months to finalize your
retirement application
» During this time,

- You will receive 60-70% of your gross pension (with only
federal taxes being withheld),

- You will not receive the Special Retirement Supplement
(missed payments will be paid to you when your retirement
is finalized by OPM)

Last Paycheck vs. First Retirement Check

May start to be p
Obligations Catthe ?nd from from retirement
terim payments 30-40% withheld .
check (once final)

Federal income taxes 0 Q
State income taxes pay out-of-pocket O
Survivor Benefit O* Q
FEGLI & (V)
FEHB VX (v}
FEDVIP pay out-of-pocket (v}
FLTCIP pay out-of-pocket (v}

* Survivor Benefits, FEGLI, and FEHB coverage remain in-force during this interim period
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Mike’s Interim Payments

Gross Pension

$2,500/mo
Interim Payments Held in Reserves
$1,500/mo $1,000/mo*
Federal Taxes = $150/mo FEGLI = $725/mo
State Taxes = $14/mo FEHB = $652/mo

SBP = $250/mo

* Money used to pay FEGLI and FEHB premiums in retirement is taxable income,
so additional federal & state taxes will be due.
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“When you know your
numbers, your decisions
become more obvious”

Last Paycheck vs. First Retirement Check

Some Observations
» Figure out your numbers NOW (don’t guess!)
» Avoid surprises in retirement

» Identify decisions that need to be made today, to give
you better control in the future

» Where do you get this help? (hint: it is not HR, a cool
Facebook page, or your friend in the office)

Last Paycheck vs. First Retirement Check

How does this fit into the bigger picture?

» Attend a workshop:

- In-person training

No cost to attend

] (‘retirement math’
problem?

Covers all of the federal

DOUBLE-CHECK YOUR NUMBERS TO MAKE SURE be made
YOUR RETIREMENT MATH IS ON TRACK

- One-on-one help available
» See all the details at:

federalyeors.”
L8, Oeportmentof

Schedule |

© ProFeds LLC. All rights reserved. Distribution reserved exclusively to ProFeds webinar participants. Questions? Email workshops@profeds.com.

benefit topics and decisions to




Last Paycheck vs. First Retirement Check Last Paycheck vs. First Retirement Check

Handouts and Replay Next Webinar
» Handouts » Next webinar topic!
- — i Join us for a short webinar:
- Download Record High COLAs & Pay - Record High COLAs & Pay
‘ ) i - Wi 1
Today’s | - Emailed Raises — With a Catch! Raises - With a Catch
- : How you may qualify for one,
Resourceﬁ | » Replay both or neither of these
s . . increase in 2023
| J/ > ) ‘ Lm!( will be ema[led to all bresented by O ‘
\ w A ‘; registered participants » Sign-up at:

FIND A WORKSHOP

Thank you for
joining us

NEXT WEBINAR

Stay tuned for benefits
and news updates

FOLLOW US ON SOCIAL
FEDIMPACT @Fedimpact

Retirement Training by PROFEDS m
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