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MSC APMC EMPLOYEE BENEFITS UPDATE


Benefits and Entitlements Information 

Social Security and Medicare Changes for 2002







2001





2002
Maximum Earnings Taxable:  

$80,400




$84,900

Credit of Coverage:


$     830




$     870

Retirement Earnings Test:

$10,680 (under age 65)


$11,280







$25,000 (year individual reaches 65)
$30,000







No Limit After Age 70

Minimum Social Security Earnings
$14,925




$15,750

Needed for substantial earnings

Formula for the Primary Insurance Amount (PIA):

90% of the first $592 of the average indexed monthly earnings, plus

32% of the average indexed monthly earnings over $592 and through $3,567, plus

15% of the average indexed monthly earnings over $3,567.

Maximum Social Security Benefit:
$ 1,536/mo


$ 1,660/mo


Worker Retiring at Age 65 in January

Medicare
Part A (Hospital Insurance)
Deductible (Per Benefit Period*)
    $792
 

  $812

Coinsurance



    $198
  

  $203 a day (61st to 90th day)







    $396


  $406 a day (91st to 150th day)

Part B (Medical Insurance)

Premium Per Month Per Person
     $50.00
 

   $54.00

* Benefit Period – The way that Medicare measures your use of hospital services.  A benefit period begins the day you go to a hospital.  The benefit period ends when you have not received hospital care for 60 days in a row.  If you go into a hospital after one benefit period has ended, a new benefit period begins.  You must pay the inpatient hospital deductible for each benefit period.  There is no limit to the number of benefit periods you can have.

Counting to 365 Days:  Many human resources offices work actions that require a termination of benefits due to an employee being on leave without pay (LWOP) for more than 365 days.  In most cases, the leave without pay is over an entire block of time, which makes it easy.  Just recently, we had a case that involved an individual that was out on LWOP intermittently.  So how would you count the days?  The Federal Employees Group Life Insurance and the Federal Employees Health Benefits Handbooks are not clear.  The Handbooks are very clear how to determine if the employee has a four-month period in pay to start a new 12-month period.  The regulations state, “to determine four consecutive months means any four-month period during which you are in pay status for at least part of each period.”  Using the same logic in counting intermittent LWOP, you omit the pay period that the employee received some pay.  For example:

1st pay period—LWOP 

2nd pay period—LWOP

3rd pay period—worked 4 hours

4th pay period—LWOP

5th pay period—worked 3 days

6th pay period—LWOP, etc.

Start counting with the first two pay periods, which is 14 days, skip the 3rd pay period for the employee was in pay for a part of that pay period, start counting the 4th pay period which adds 14 days for a total of 28, 5th, skip; start counting with the 6th which adds with 14 days for a total of 32.  To make this more difficult, when LWOP is taken intermittently, the human resources office may not receive notification of the LWOP.  It is very important that human resources offices track the payroll listings to monitor employees who are on LWOP status.

Thrift Savings Plan (TSP) Participants’ Tax Credit:  Employees who participate in the TSP during tax years 2002 through 2006, may be eligible for a tax credit of up to $2,000 on their Federal Income tax return for each year they contribute to the plan.  This “Saver’s Tax Credit” is available to participants with an adjusted gross income of no more than $50,000 if married filing jointly, $37,500 if head of household, or $25,000 if single or married filing separately.  For more information about this new tax credit, employees should consult a tax advisor or refer to IRS Publication 553, Highlights of 2001 Tax Changes.

TSP For Employees Entering Military Active Duty:  Civilian employees going on LWOP or separating to perform active duty in the uniformed services will face some decisions regarding their TSP contributions.  As active duty service members, they can contribute to a separate military TSP account, without the benefit of matching contributions from their branch of service.  If they are later properly restored to their civilian position, they may make retroactive contributions and TSP elections to cover the period of military service.  Employees should be aware that the amount of money they can retroactively contribute to their civilian accounts will be offset by any contributions they made to their uniformed services TSP account while on active duty.  This offset could reduce or eliminate any agency matching contributions that a FERS employee would normally receive.
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