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A Closer Look at Your 1099-R Form
Each January, the Retirement System mails 1099-R tax forms to you. These forms contain important information for your federal tax return. 

In general, your retirement benefits are subject to federal taxes, but not Kansas state taxes. As you prepare your tax return, it may help to review the following frequently asked questions and their answers. The diagram on page 2 explains highlighted sections. Complete Internal Revenue Service instructions are on the back of the form. 

If you don’t receive a form by mid-February, contact the Retirement System. If you have questions about your individual tax situation or the amount of tax to withhold, please contact a qualified tax professional or the IRS. 
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What is box 5?

The title the IRS assigns to box 5, “Employee contributions or insurance premiums,” can be confusing. KPERS does not use this box for insurance premiums, nor is it a deduction of any kind. An amount appears in box 5 only if you made contributions before 1984 or purchased service credit with previously-taxed money. 

Simply put, box 1 – box 2a = box 5. Box 1 shows everything we paid you in the last calendar year. Box 2a is the taxable portion. Box 5 is the part of your benefit that you’ve already paid tax on.

Why is the amount in box 5 not taxable?

If you made KPERS contributions before 1984 or purchased service credit with previously-taxed money, you have already paid taxes on those contributions. These contributions are separated because you don’t have to pay income tax on them again.

What is “IRS Net Investment”?

If box 5 shows the previously-taxed portion of your benefit in the current year, “IRS Net Investment” shows the total amount of all your previously-taxed contributions. The IRS allows you to recover this total amount tax-free over time. The amount you have been paid from your previously-taxed contributions, up to December 31, 2006, is also listed in this section. If you have received all your previously-taxed contributions, your benefit is fully taxable. 

Why did I receive more than one 1099-R?

You’ll receive more than one 1099-R if you:

· Received a lump-sum payment in 2006.

· Turned age 59 1/2 in the past year. (In box 7, Code 2 = payments before age 59 1/2; Code 7 = normal distribution)

· Received benefits as a member and as a joint annuitant or beneficiary.

Retired from more than one retirement plan (KPERS, KP&F or Retirement System for Judges).

Beneficiaries and Joint Annuitants

If you are a beneficiary or joint annuitant, your benefit generally has the same income tax status as the deceased member’s benefit. However, special rules may apply. See IRS Publication 575 on Pension and Annuity Income.
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This special insert is available at http://www.kpers.org/reports.htm. For a printed copy, please contact the InfoLine.
Legislation That Affects KPERS and Retirees
Federal Pension Protection Act of 2006

The Pension Protection Act of 2006 is the most significant federal pension legislation in the last 30 years. The law affects all types of retirement plans, including KPERS. In particular, the new law expands benefits for certain public safety retirees and beneficiaries. The Act also makes permanent the provisions of the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA). 

Rollover Rights

Non-spouse beneficiaries can now roll over death benefits from a qualified retirement plan into an individual retirement account (IRA) established to receive the funds. 

Public Safety Officer Insurance Deduction

Some retired public safety officers can now have certain insurance premiums deducted from their retirement benefits on a pre-tax basis. Due to state law, this new benefit is available only to retirees who participate in the State of Kansas health insurance plan. In addition, the Internal Revenue Service (IRS) recently ruled that self-insured plans do not qualify. The State’s plan has components that are self-insured and is considered self-insured for IRS purposes. KPERS has appealed this ruling directly to the IRS and we are confident that we will be able to provide this service at a future date. 

For qualified retirees participating in a plan other than the State’s plan, state legislation has been introduced to offer this benefit. 

Kansas Legislative Session KPERS Agenda

The 2007 Kansas legislative session began in January. Typically, bills that affect the Retirement System are introduced from various sources. 

Bills of Interest to Retirees

Legislation has been introduced authorizing KPERS to implement the Public Safety Officer Insurance Deduction for retired KPERS and KP&F public safety officers as provided by the Pension Protection Act of 2006.

Cost-of-Living Adjustment

Cost-of-living adjustments (COLAs) are approved and funded by the Kansas Legislature. Various bills relating to an ad hoc COLA or a one-time extra benefit payment were introduced and discussed in the 2006 session, but none passed. 

Legislation for a 3 percent COLA has been introduced for the 2007 session and the newly formed Coalition of Kansas Public Retirees is lobbying legislators for its passage.

For Legislative Updates

KPERS will provide a summary of all KPERS-related legislation throughout the session at www.kpers.org. To receive a summary by e-mail or postal mail, please call the KPERS office or e-mail CRafferty@kpers.org.
Interesting Facts About KPERS Retirees
The United States Census Bureau estimates the number of people aged 65 and older in the U.S. at 36.8 million. They project that number to more than double over the next 50 years. The aging Baby Boomer generation is a significant factor in this huge increase. In addition, people are living longer and healthier lives. These factors also influence KPERS member demographics. Here’s a look at our membership now. 

· 250,000 active, inactive and retired members

· 65,000 retirees and benefit recipients

· The average KPERS retiree is 72 years old. 

There are 69 KPERS retirees aged 100 years or older. 

Where Are KPERS Retirees Living? 

Although the majority of KPERS retirees remain rooted in Kansas, some venture to other states, neighboring countries and even overseas. 

Did You Know?

· About 88 percent of KPERS retirees and benefit recipients live in Kansas.

· KPERS retirees and benefit recipients currently inhabit all 50 states.

KPERS retirees reside in 15 countries outside the U.S.
2007 Retirement Benefit Schedule
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July 31
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October 31

November 30
December 31
Benefit payments are mailed or paid by direct- deposit on the last working day of each month.

KPERS $4,000 Death Benefit
The Retirement System provides a $4,000 death benefit for retirees. 

All retirees receive this benefit, no matter which retirement option they chose.

This benefit is exempt from Kansas income tax, but is taxable for federal income tax purposes.  

You can change your beneficiaries at any time. 

Possible beneficiaries: a living person, a trust, your estate or a funeral establishment.
Mission Statement of the Retirement System: The Kansas Public Employees Retirement System, in its fiduciary capacity, exists to deliver retirement, disability and survivor benefits to its members and their beneficiaries.
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Check Your Federal Tax Withholding


This is our annual reminder that you can start, stop �or change your federal tax withholding at any time. 


If you are satisfied with your current withholding, no action is required. �To change your withholding, complete a Withholding for Pension Payments form (IRS W-4P). 


You must indicate the number of withholding allowances and your marital status on the form. Under current law, you cannot designate a specific dollar amount to be withheld. However, you can designate additional amounts to be withheld. For additional tax information or for a W-4P form, visit the “Retired Member” section at www.kpers.org or contact the InfoLine. 


Need Help Estimating Your Tax Withholding? 


•	Try the Internal Revenue Service’s withholding calculator �at www.irs.gov/individuals/index.html.











