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Making Sense of Your 1099-R Form 

On January 31 each year, the Retirement System will mail 1099-R tax forms to you. These forms contain important information for your 2005 federal tax return. 

In general, your retirement benefits are subject to federal taxes, but not Kansas state taxes. Listed below are explanations of the most frequently questioned areas on the 1099-R form. Information and Internal Revenue Service instructions are also printed on the back of your form. 

If you don’t receive a form by mid-February, please 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.

How do I change my tax withholding?

Box 4 shows the amount of federal income tax withheld from your benefit in 2005. You can start, stop or change your federal withholding at any time by completing a W-4P Withholding for Pension Payments form. Download one at www.kpers.org or call our office to receive a form by mail. 
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 this box 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 2005. Of that amount, box 2a is the taxable portion. Box 5 is the non-taxable (previously-taxed) portion.

Why is the amount in box 5 not taxable?

If you made KPERS contributions before 1984, you have already paid taxes on those contributions. These contributions and any service purchases you made with previously-taxed money are separated because you don’t have to pay income tax on them again.
What is “IRS Net Investment”?

If box 5 shows the non-taxable portion of your benefit in the current year, “IRS Net Investment” shows the total amount of all your non-taxable (previously-taxed) contributions. The IRS allows you to recover this total amount tax-free over time. The amount you have been paid from your non-taxable contributions, up to December 31, 2005, is also listed in this section. If you have recovered all your non-taxable 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 PLSO payment in 2005.

•
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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KPERS Investment Summary
Although Kansas law guarantees your benefits, investment returns are important to the Retirement System’s overall health. In order to ensure that assets are available to meet future benefit promises, it is important that KPERS invest with a long-term perspective. 

Over the last year, KPERS has implemented several changes, such as adding a global equity allocation, hiring several investment managers, adopting new strategies and moving to broader benchmarks for the publicly-traded asset classes. The following chart reflects our new target asset allocation mix. 
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Current Target Allocation

Preliminary results for November show the fund returned 8.2 percent for the first 11 months of 2005. Our estimated return average for the last ten years is 8.7 percent, above our 8 percent actuarial assumed rate. 
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Investment Return by Asset Class 
for the period ending November 31, 2005

For more information on KPERS investments and other financial reports, please visit www.kpers.org/reports.htm. Finalized year-end numbers for 2005 will be available soon.
New Opportunity for Retired Teachers

It’s a new time technologically for educators across the world and in Kansas. Soon retired educators will have the chance to work with kids again, but this time without leaving home.

Created by the Kansas Legislature, Kan-ed is a program that expands the collaboration of schools, libraries and hospitals through technology. Kan-ed will soon launch new projects to provide eTutors and online teaching. Through these projects, students will receive tutoring and homework assistance over the internet from certified Kansas teachers. You could be one of the educators. You can even pick the subjects and how often you tutor.

There are also opportunities to teach classes online for small groups of students in rural, small and declining enrollment schools in Kansas. As with eTutoring, you can teach classes from anywhere in the world with internet access. 

If the technology feels overwhelming, don’t let that stop you. Kan-ed will teach you 
everything you need to know. For more information, go to http://tutors.essdack.org.

There is great need for your expertise. Don’t miss this unique opportunity to be a new and valuable part of the education community. You may even learn a thing or two yourself.
KPERS Briefs

Kansas Legislative Session Begins in January

The 2005 Kansas legislative session begins on January 9. Typically, bills that affect the Retirement System are introduced from various sources.
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. 

KPERS Annual Report Available

The KPERS Comprehensive Annual Financial Report for Fiscal Year 2005 is available at www.kpers.org. To receive a printed copy, please contact the InfoLine.

2006 Retirement Benefit Payments
January 31
July 31

February 28
August 31

March 31
September 29

April 28

October 31

May 31

November 30

June 30

December 29

Benefit payments are mailed or direct deposited on the last working day of each month. 
Please keep in mind that some financial institutions may not make these funds available immediately.
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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