· Special Notice to Reemployed Annuitants 

About FEHB Premium Conversion
· If you are a reemployed annuitant and are currently in a position that is not temporary or intermittent, you need to make an important decision by October 6, 2000.  If you were eligible to keep your Federal Employees Health Benefits (FEHB) when you retired, your enrollment was transferred to the Office of Personnel Management (OPM) and has been deducted from your monthly retirement annuity payments.  When you were reemployed, your FEHB enrollment remained at OPM and premiums have continued to be deducted from your annuity.  Due to a new program called premium conversion, this will change on October 8, 2000.  Unless you waive participation in the premium conversion program, your FEHB enrollment will be transferred from OPM to your agency and the premium will be deducted from your pay on a pre-tax basis.  This will result in your taxable income being reduced and you will pay less taxes. The first attached sample calculation shows the tax savings for a FERS reemployed annuitant working full time.

· While participation in the premium conversion program will be advantageous for most employees, there are special considerations for reemployed annuitants.

· If you have been reemployed on a part-time schedule, the cost of you health insurance will increase if your enrollment is transferred from OPM to your agency because part-time employees receive a smaller Government contribution for health insurance.  You need to do some calculations to see whether the increased cost will be out-weighted by the tax savings you will receive with premium conversion.  The attached second, third, and fourth sample calculations show the increased premium cost for CSRS and FERS reemployed annuitants working 4 days per week and 3 days per week who are enrolled in Blue Cross and Blue Shield Standard Self and Family coverage.  The sample calculations show that in all these situations, the increased premium cost exceeds the tax savings gained by participating in premium conversion. If you find it would be more advantageous not to participate in premium conversion, you can submit a waiver and your enrollment will remain at OPM.

· If you do not make a decision by October 6, 2000, and your enrollment is transferred to your agency, you will still have 60 days to waive participation in premium conversion and have your enrollment transferred back to OPM.  You will not receive any retroactive adjustment to your taxable income since IRS rules do not permit such retroactive adjustments under any circumstances.   

· Note to Reemployed Annuitants on Temporary Appointments:  If you have been reemployed on an appointment limited to 1 year or less, you would be eligible for FEHB as a temporary employee, paying both the employee and Government shares of the premium, when you complete one year of current continuous employment.   Since the full premium would be deducted on a pre-tax basis, the tax benefit would be greater.  Just like a reemployed annuitant on part-time schedule, you would need to do the calculations to compare the tax savings you would receive to the far greater premium amount you would pay in order to decide which would be more advantageous for you.  If you decide it would not be to your advantage to enroll in FEHB as a temporary employee with the full premium converted to a pre-tax basis, you do not need to take any action.  Your enrollment will remain at OPM and will continue to be deducted from your annuity on a post-tax basis.  

