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Estate Planning for Feds:  Common 
Benefits and Not so Common 

 Beneficiary Designation Forms
 Federal Employees Group Life Insurance (FEGLI)

 Thrift Savings Plan (TSP)

 Federal Employees Retirement System (FERS)

 Civil Service Retirement System (CSRS)

 Unpaid Compensation:  last pay and unused annual leave  

Feds want to know:
 What happens if I don’t have a 

valid beneficiary on file?

 What happens if one of my 
beneficiaries has died?

 Should my spouse leave inherited 
TSP in the TSP?

 When should I name my trust as 
beneficiary?



Federal retirement benefits and Estate Planning 

 Federal retirees leave behind:
 Thrift Savings Plan balances

 Federal Employees Group Life Insurance (FEGLI) proceeds

 Survivor benefits and lump sum benefit from federal retirement plans

 CSRS or FERS

 Social Security

Spouse
Former spouse
Children
Insurable Interest
Designated beneficiary



Estate Planning For Feds:  FEGLI (Life Insurance) Quirks

 Basic

 2x salary until employee’s 36th birthday, 
reduce 10% year until age 45;  Age 45 and 
greater:  1x salary

 Option A: $10,000

 Option B:  1 to 5 times annual basic pay

 Option C (Family) up to $25k on spouse 
and up to $12,500 on children

 May designate separate beneficiaries for 
Basic, Option A and Option B, on the 
same form.

 You can Assign FEGLI Basic, Option A 
& B, but not Option C.

 Changes can be made during an open 
enrollment (2016 was last OE), or 
Qualifying Life Event (QLE) without 
underwriting

 May reduce at any time

 May increase, with medical exam 
(except Option C)

 Consider adding Option B within 60 
days before or after birth of a child 
(can always be reduced, but cannot 
be easily added later)



Estate Planning For Feds
FEGLI Quirks Continued

 A Living Benefit of Basic FEGLI is 
available to a terminally ill employee or 
retiree under very specific conditions.

 Where a minor is a direct beneficiary 
under FEGLI, distributions over $10,000 
are governed by state law, but OFEGLI 
will usually require a Court order. 

 A witness to the FEGLI beneficiary form 
cannot receive benefits, even if named.

 Use SF 2817 to elect, increase or 
decrease coverage



Estate Planning for Feds:  Death of Employee

Contact 
personnel office 
of the where 
family member 
was employed

Spouse / Eligible Former Spouse (Court Order)

 CSRS:  5 years of civilian service 

 55% of earned retirement or disability (if less than 22 years)

 FERS:  18 months of civilian service

 $37,055.54 (2022) + ½ of final annual pay rate

 FERS:  10 or more years of civilian service

 50% of earned retirement 



Estate Planning for Feds:  Death of Employee

Contact 
personnel office 
of the where 
family member 
was employed

Children: (FERS offset by SSA Children’s benefit)

 One parent surviving:

 $552 per month per child; or 

 $1,659 per month divided by the number of eligible 
children (if over 3)

 No living parent who was married to the deceased 
employee or retiree: 

 $ 663 per month per child; or

 $1,990 per month divided by the number of eligible 
children (if over 3)



Estate Planning for Feds:  Death of Retiree

Report 

Death:

Office of 

Personnel 

Management

Spouse 
 According to election at retirement
 50% of unreduced FERS retirement
 25% of unreduced FERS retirement
 Nothing
 55% of CSRS $_______ (any amount up to full annuity)

Eligible Former Spouse (Court Order)
First come, first served

Insurable Interest 
 55% of reduced retirement

Children
Same as death of employee



Estate Planning for Feds:  Single Payment

 CSRS or FERS
 Retirement contributions to CSRS 

or FERS if no recurring annuity 
payable

 Last retirement check

 FEGLI (Life Insurance)
 Basic (salary + $2,000)

 2 X if 35 or younger

 Accidental death

 Option A:  $10,000

 Option B:  Multiples of salary (up 
to 5 X)

 Thrift Savings Plan
 Beneficiary Participant 

Account

 Unpaid 
Compensation
 Death of employee only

 Last paycheck and unused 
annual leave



Estate Planning for Feds
Thrift Savings Plan - Quirks

 TSP has its own Special Power of Attorney. It is always immediate, and it can be 
very broad. The language can be imported into your own Power of Attorney form, 
and we usually do both.

 While TSP is subject to the same general order of precedence if no beneficiary is 
elected, if a non-spouse is elected the spouse has no right to claim the TSP at the 
employee’s death. 

 TSP provides for a primary beneficiary, and for secondary beneficiary tied to the 
primary beneficiary.  But there is no option for a third tier beneficiary.

 If you want to distribute the TSP to minors using a Uniform Transfers to Minors Act 
Account, and some clients do, the employee has to request a specific form from 
TSP

 A spouse can be left the employee’s TSP account, and a non-federal employee 
spouse can continue to hold it in the TSP.  However, at the spouse’s death, the 
distribution to beneficiaries is outright and not as a transfer to an inherited-IRA. 

 No separate beneficiary form for the Roth-TSP.



Estate Planning for Feds:
Other Benefits – Not a Comprehensive List
 Death Gratuity Payment – insurance for death in certain designated areas.  If you have clients who 

travel to generally dangerous places for their job, you should consider reviewing this benefit and 
beneficiary form;

 Compass Rose – Law enforcement and intelligence services employees often have access to additional 
government life insurance benefits through “Compass Rose”

 Public Safety Officers’ Benefit – Available to law enforcement officers, firefighters, and other first 
responders whose death was the direct and proximate result of an injury sustained in the line of duty.

 Foreign Service Retirement System – State Department employees in the foreign service have a 
separate retirement system.

 Federal Reserve Thrift Plan and the SEC Supplemental Retirement Plan – Two of the specific plans 
available to employees with financial services oversight. SEC, and other agencies, also have additional 
life insurance options.

 TIAA/CREF / 403b – available to Uniformed Services University of the Health Sciences employees and 
others.



Federal Employee Retirement Systems

Civil Service Retirement System 
(CSRS)

 First hired prior to 1984

 Single Benefit 

 Employee contributes 7%

 Exempt from FICA during employment

 Windfall Elimination Provision 
(reduces earned benefit)

 Government Pension Offset 
(reduces / eliminates spousal / 
survivor benefit)

 No matching contributions on Thrift 
Savings Plan

Federal Employees Retirement System 
(FERS)

 First hired after 1983

 Three tier system

 FERS basic benefit (employee 
contributes .8% – 4.4%)

 Social Security (FICA tax 6.2% up to 
$147,000 wage base)

 Thrift Savings Plan (contribute 0 -
$20,500 + $6,500 catch-up with agency 
contributions up to 5% of basic pay)

 98% of all current feds



Overview of Federal Employees 
Retirement System - Eligibility

 Immediate / Postponed Immediate
 Lifetime retirement benefit  

 COLAs beginning at age 62

 Continue insurance (health, life, and supplemental dental and vision

 Entitlement to FERS supplement if under age 62

 Credit unused sick leave

 Deferred / Postponed Deferred
 Lifetime retirement benefit at MRA (55 – 57) or later, depending on length of 

service at separation

 No entitlement to insurance, sick leave credit or FERS supplement 

 COLAs beginning at age 62



Computation of FERS Retirement

1% x years / months of service x high-three average salary

Note:  

If age 62 with 20 or more years of service, use 1.1% as multiplier

Example:  
1% x 30.25 x $120,000 = $36,300 / year or $3,025 / month 



Overview of Federal Employees 
Retirement System - Eligibility

Immediate unreduced retirement
 Minimum age and service requirements: 

 Age 57 (MRA) with 30 years or 
more

 Age 60 with 20 years or more

 Age 62 with 5 years

Example:
John is age 58 and has completed 
20 years of civilian federal service 
and 10 years of military service.  

Is he old enough for an unreduced retirement?  YES
Does he have enough service to apply for an immediate, unreduced retirement?  YES



Overview of Federal Employees 
Retirement System

Immediate reduced retirement 
 Minimum age and service requirements:

 Age 57 with 10 years or more (but 
less than unreduced requirements)

 May postpone to avoid age 
reduction

Example:
Joan is 58 and she has performed 20 
years of civilian federal employment.  

Option 1:  Immediate retirement with 
20% age reduction

Option 2:  Resign with entitlement to 
an immediate retirement; postpone 
application to age 60

Option 3:  Continue working

Does she have enough service for an unreduced retirement?  No
Does she have enough service?  YES



Overview of Federal Employees 
Retirement System

Deferred retirement
 Minimum age and service requirements:

 Any age with 5 or more years of service, 
but not entitled to immediate benefit

 May be reduced, depending on length of 
service and age at application

Example:
 Curtis is age 48 with 30 years 

of service and he is resigning.

 He will be eligible to receive 
his unreduced retirement at 
his MRA, age 57

 He may continue health 
insurance for 18 months under 
Temporary Continuation of 
Coverage (TCC)

 He may convert life insurance 
to whole life with no 
underwriting (private policy)

Is he old enough for an unreduced retirement?  No
Does he have enough service for a deferred benefit?  YES



Reductions and Withholdings from FERS Retirement 

Reductions 
(reduce taxable income)
 Age 

 Part-time proration

 Apportionment for former spouse

 Survivor benefits for current / 
formers spouse / insurable interest

Withholdings 
(after tax)

 Federal income tax

 State income tax

 Health insurance premium

 Life insurance premium

 Dental and/or vision supplement

 Long-term care insurance



Social Security 
Retirement

 Income replacement rates are:
 Tilted to provide greater income replacement to lower 

wage earners.  Equal parts:  FERS, SSA, TSP

 High earners rely on FERS retirement benefit and savings  
more than Social Security

 Income replacement rates are about two to three times 
higher, on average, for workers with the lowest earnings 
than replacement rates for workers with the highest 
earnings.

 Example:  

 2021 earnings:  $180,000 

 2022 SSA benefit amount:  $35,000 

 20% replacement at full retirement age

 2021 earnings:  $55,000 

 2022 SSA benefit amount:  $24,000 

 44% replacement at full retirement age



Social Security Benefit Formula

For an individual who first becomes eligible for old-age insurance benefits 

or disability insurance benefits in 2022, or who dies in 2022 before becoming 

eligible for benefits, his/her Primary Insurance Amount (benefit payable at full retirement age 

(65 – 67, based on year of birth) will be the sum of:

90 percent of the first $1,024 of his/her average indexed monthly earnings, 

plus

32 percent of his/her average indexed monthly earnings over $1,024 and through $6,172, 

plus

15 percent of his/her average indexed monthly earnings over $6,172.



Maximum Social Security Benefit Amounts

Worker with steady earnings at the maximum level since age 22

Retirement 
in Jan

Claim age 62 Claim at age 66 Claim at age 70

Initial 2022 Initial 2022 Initial 2022

1987 $666 $1,645 $806 $1,990 $1,056 $2,608

1988 $691 $1,637 $860 $2,038 $1,080 $2,558

2015 $2,025 $2,321 $2,663 $3,053 $3,501 $4,012

2016 $2,102 $2,409 $2,639 $3,025 $3,576 $4,098

2017 $2,153 $2,461 $2,687 $3,070 $3,538 $4,043

2018 $2,158 $2,418 $2,788 $3,124 $3,698 $4,143

2019 $2,209 $2,408 $2,861 $3,118 $3,770 $4,109

2020 $2,265 $2,430 $3,011 $3,230 $3,790 $4,066

2021 $2,324 $2,461 $3,113 $3,296 $3,895 $4,125

2022 $2,364 $2,364 $3,240 $3,240 $4,194 $4,194



Estimated 
effect of 5.9% 
COLA on 
average Social 
Security 
benefits



Windfall Elimination Provision

Maximum reduction for worker with:

</= 20 years of substantial earnings:  $512 / month
21 years of substantial earnings:  $460.80
22 years of substantial earnings:  $400.60
23 years of substantial earnings:  $358.40
24 years of substantial earnings:  $307.20
25 years of substantial earnings:  $256.00
26 years of substantial earnings:  $204.80
27 years of substantial earnings:  $153.60
28 years of substantial earnings:  $102.40
29 years of substantial earnings:  $51.20
30 or more years of substantial earnings:  $0.00

Modified formula for 

workers who receive a 

government pension 

from work not covered 

by Social Security

(change the first factor of the formula from 90% to 40%)



Government Pension Offset

Example:  
John:  

 $6,000 / month CSRS retirement

 $0 / month spousal Social Security 

 $1,500 offset by 2/3 of $6,000

Susan:

 $3,000 / month Social Security retirement

Reduces Social Security 

spousal/widows' benefits 

by 2/3 of government 

pension (from work not 

covered by Social 

Security)



Government Pension Offset

Example:  
John:  Deceased

 $6,000 / month CSRS retirement

 $1,500 / month spousal Social Security 

 $0 / month spousal Social Security offset by 2/3 of $6,000

Susan:

 $3,000 / month Social Security retirement

 $3,667 /month 55% of John’s unreduced CSRS retirement

Reduces Social Security 

spousal/widows' benefits by 

2/3 of government pension 

(from work not covered by 

Social Security)



Government Pension Offset

Example:  
John:

 $6,667 / month CSRS retirement

 $0 / month Social Security widow’s benefit 

 $3,000 offset by 2/3 of $6,000

Susan:  Deceased

 $3,000 / month Social Security retirement

Reduces Social Security 

spousal/widows' benefits 

by 2/3 of government 

pension (from work not 

covered by Social 

Security)



Estate Planning for Feds
Powers of Attorney, Guardianships and Other Things OPM 
Does Not Care About at All

 Except for the TSP Special Power of Attorney, most if not all federal benefits will 
not follow the instructions of an Agent under a valid power of attorney, and some 
will not follow instructions from a guardian appointed by the Court.

 FEGLI - beneficiary designations cannot be made by, or changed by, an agent under 
a power of attorney, or a guardian appointed by a court.

 Two possible solutions are to have the benefit paid to a revocable living trust, 
whose beneficiaries can be changed by a power of attorney, or to assign the 
insurance to another person or to your revocable living trust. 

 Note that it may not be possible to use the Living Benefit if FEGLI Basic is 
assigned.



Estate Planning for 
Feds
 Representative Payee 

FERS / CSRS

 Certified copy of court 
appointment

If you become mentally or physically 
unable to handle your own money, a 
family member or someone who is 
able to help you should contact OPM 
as soon as possible. If the annuitant 
cannot handle the benefits, we 
require that the payments be made 
to a court-appointed fiduciary or to a 
person we select to represent the 
annuitant.



Resources

 OPM.gov/forms

 Representative Payee Application – RI 20-7

 FERS Beneficiary SF 3102

 CSRS Beneficiary SF 2808

 FEGLI Beneficiary SF 2823

 TSP.gov

 TSP Beneficiary TSP-3

 Information Relating to Deceased Participant TSP-17

 SSA.gov

 Windfall Elimination Provision Fact Sheet

 Government Pension Offset Fact Sheet



Retirement 
Myths and 
Misconceptions

 My spouse doesn’t need a survivor benefit 
because _________

 They have their own retirement

 They are older than me

 They are going to die first

 It is best to file for Social Security at age 62

 It is best to file for Social Security at age 70

 When you retire, you should transfer your TSP 
to the G Fund

 You must deplete your TSP account by ____ age

 Retirement benefits are tax-free


