Fedsmith Calculator

Fedsmith Calculator

Navigating Federal Retirement
with the Fedsmith Calculator

Planning for retirement is among the most significant
financial undertakings of a lifetime, and for federal
employees, the process comes with its own distinct
set of rules, benefits, and complexities. Unlike private-
sector workers who may rely solely on Social Security
and a 401(k), federal employees under the Federal
Employees Retirement System (FERS) must juggle a
three-legged stool: a pension (the FERS Basic Benefit),
Social Security, and the Thrift Savings Plan (TSP).
Balancing these components to determine the optimal
retirement date or estimate a future annuity can feel
overwhelming. This is where the Fedsmith
Calculator becomes an indispensable resource.
Developed by FedSmith, a well-known publisher of
news and analysis for the federal workforce, this
specialized tool empowers employees to run realistic
projections on their retirement income, ensuring they
make informed decisions about their futures. This
article will explore the functionality of the Fedsmith
Calculator, its role in federal retirement planning, and
how you can leverage it to build a secure financial
future.

Downloaded from tracker.dreammachineusa.org by Moreno &
Nathanael ¢ Explore the unseen. ¢ Page 1



What is the Fedsmith
Calculator?

The Fedsmith Calculator is an online retirement
planning tool specifically designed for federal
employees. It allows users to input their personal
employment data—such as service years, high-three
average salary, age, and TSP balance—to generate
detailed estimates of their FERS annuity, Social
Security benefits, and total retirement income. While
the federal government provides official calculators
like the OPM (Office of Personnel Management)
annuity estimator, the Fedsmith version is praised for
its user-friendly interface and ability to run "what-if"
scenarios. It helps answer critical questions: Can |
afford to retire at 57? What happens if | work
two more years? How does a higher TSP
contribution affect my monthly income? By
providing immediate feedback, this calculator takes
the guesswork out of complex federal benefit
formulas.

Why Federal Employees Need a
Specialized Calculator

Retirement planning for federal workers is
fundamentally different from private-sector planning.
A generic retirement calculator often fails to account
for the nuances of the FERS system. Here are several
reasons why a dedicated tool like the Fedsmith
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Calculator is essential:

e Complex Annuity Formulas: Your FERS
annuity is not a simple percentage of your
salary. It is calculated using a specific formula
involving your years of creditable service and
your "high-three" average salary (the average
of your highest three consecutive years of basic
pay). The formula also includes a 1.1%
multiplier if you retire at age 62 or later with at
least 20 years of service, versus the standard
1% per year.

e Thrift Savings Plan Integration: Your TSP is
a major component of your retirement income.
The calculator can model different withdrawal
strategies, contribution levels, and market
growth rates to show how your savings translate
into monthly income.

* Social Security Coordination: FERS
employees pay into Social Security and are
eligible for benefits. However, the Windfall
Elimination Provision (WEP) and
Government Pension Offset (GPO) can
reduce benefits for those who also receive a
pension from non-Social-Security-covered
employment. The Fedsmith Calculator helps
users account for these potential reductions.

e Cost-of-Living Adjustments (COLAs): FERS
annuities receive COLAs, but they are typically
smaller than those for CSRS (Civil Service
Retirement System) employees. The calculator
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purchasing power over a 20- or 30-year
retirement.

Key Features of the Fedsmith
Calculator

The Fedsmith Calculator is not just a simple number
cruncher; it is a comprehensive planning platform.
Understanding its key features will help you maximize
its utility:

1. Accurate FERS Annuity Estimates

At its core, the calculator applies the official OPM
formula to compute your basic annuity. By entering
your date of birth, service computation date, and
high-three salary, you receive a precise estimate of
your monthly pension. The tool automatically
accounts for the 1.1% multiplier for those retiring at
62+ with 20+ years, and it factors in early retirement
reductions if you are considering a Minimum
Retirement Age (MRA) + 10 retirement.

2. Comprehensive TSP Modeling

Your TSP is a defined contribution plan, meaning the
final balance depends on your contributions and
investment returns. The Fedsmith Calculator allows
you to input your current TSP balance, your monthly
contribution amount, and an expected annual rate of
return. It then projects the future value of your
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account and estimates how much monthly income it
could provide using different withdrawal methods
(e.g., systematic withdrawals, annuity purchase).

3. Social Security Benefit Estimation

Social Security is a critical income stream. The
calculator provides an estimate of your Social Security
benefit based on your age and earnings history. For
federal employees affected by the WEP, the tool offers
a "reduced benefit" toggle to provide a more realistic
picture of what you will actually receive.

4. "What-If" Scenario Analysis

This is where the Fedsmith Calculator truly shines.
You can easily change variables—such as your
retirement age, TSP growth rate, or future raises—to
see how each decision impacts your total retirement
income. For example, you can compare retiring at age
62 with 22 years of service versus retiring at age 64
with 24 years. The side-by-side comparison helps you
identify the optimal trade-off between working longer
and having a higher annuity versus enjoying more
years of retirement.

5. Survivor Benefit Plan (SBP) Costing

If you are married, you will need to decide whether to
elect a Survivor Benefit Plan for your spouse. The
calculator can estimate the cost of the SBP (typically
559 of ™ ; el I . I
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your monthly benefit while providing a survivor
annuity for your spouse.

How to Use the Fedsmith
Calculator: A Step-by-Step
Guide

Getting the most out of the Fedsmith Calculator
requires accurate data. Follow this step-by-step
process to build a reliable projection:

1. Gather Your Personal Information: Before
you begin, collect your official personnel
documents. You will need your date of birth,
your Service Computation Date (SCD), and your
current annual basic pay. If you are close to
retirement, calculate your "high-three" average
salary by averaging your highest three years of
basic pay.

2. Input Your TSP Details: Log in to your TSP
account and note your current account balance.
Also, confirm your current biweekly or monthly
contribution amount. The calculator will use this
to project future growth.

3. Set Realistic Assumptions: The calculator
requires you to input assumptions about future
events. For the TSP rate of return, a
conservative estimate of 5-6% is often
recommended, but you can adjust this based on
your risk tolerance. For future pay raises,
consider historical averages of 2-3%.
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4. Choose Your Retirement Age: Run your base
scenario by entering your target retirement age.
The calculator will immediately display your
estimated FERS annuity, your TSP monthly
income (based on a standard withdrawal
period), and your estimated Social Security
benefit.

5. Run Alternative Scenarios: Now, change one
variable at a time. Increase your TSP
contribution rate. Retire two years later.
Assume a different rate of return. Compare the
results to see which strategy provides the
income level you need.

Understanding the Output:
What Your Numbers Mean

Once you have run the calculator, you will see a
detailed breakdown of your projected retirement
income. It is essential to interpret this data correctly.
The total monthly income figure is the sum of your
estimated FERS annuity, your TSP withdrawal, and
your Social Security benefit. However, this is a gross
income figure. You must consider taxes (TSP
withdrawals and a portion of your annuity are taxable)
and deductions (such as health insurance premiums
and the SBP cost). A common pitfall is assuming the
gross number is what will hit your bank account. The
Fedsmith Calculator helps you set realistic
expectations, but you should always subtract
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net spendable income.

Common Retirement Scenarios
and How the Calculator Helps

Different employees have different retirement goals.
Here is how the Fedsmith Calculator can assist with
specific situations:

Scenario 1: The Early Retiree (MRA + 10)

If you reach your Minimum Retirement Age (MRA) with
at least 10 years of service, you can retire early, but
your annuity will be permanently reduced by 5% for
each year you are under age 62. The calculator clearly
shows this reduction. You can then model whether
your TSP savings are sufficient to bridge the gap until
Social Security kicks in at 62, or whether it is worth
working a few more years to avoid the reduction.

Scenario 2: The Max Annuity Seeker

Some employees want to maximize their annuity by
working until age 62 or later with more than 20 years
of service, thereby qualifying for the 1.1% multiplier.
The calculator instantly shows the jump in monthly
income that results from hitting this milestone,
helping you decide if the extra years of work are
worthwhile.
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Scenario 3: The TSP Maximizer

Employees who have aggressively saved in the TSP
can use the calculator to test different withdrawal
strategies. For example, you can compare taking a
larger monthly withdrawal early in retirement (to
enjoy travel) versus a more conservative, sustainable
withdrawal rate. The tool helps you find a balance that
supports your lifestyle without running out of money.

Tips for Maximizing Your FERS
Retirement with the Calculator

The Fedsmith Calculator is a planning tool, but your
decisions drive the outcomes. Here are actionable
strategies to improve your retirement projections:

* Increase Your TSP Contribution Rate: Even
a 1% increase in your contribution can
significantly boost your projected monthly
income, especially if you start early. The
calculator makes this trade-off visible.

e Delay Retirement: Working just one or two
extra years increases your high-three salary (if
you receive raises), adds years of service credit,
and allows your TSP to continue growing. The
calculator will show the compound effect of
these factors.

e Minimize Debt Before Retirement: While the
calculator does not include debt, a lower
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retire with a lower projected income. Use the
tool to determine the minimum income you
need, then work toward that goal.

» Consider a Partial Retirement: Some federal
employees choose to reduce their hours or take
a lower-grade position late in their career to
reduce stress. The calculator can model how
this affects your high-three average and
ultimate annuity.

Common Mistakes to Avoid
When Using the Calculator

To get the most accurate results, avoid these common
errors:

1. Using an Incorrect High-Three Salary: Your
high-three is not necessarily your current salary.
It is the average of your highest three
consecutive years. If you have recently been
promoted, your high-three may be lower than
current pay.

2. Ignoring Inflation: The calculator provides
future dollar estimates. A dollar in 2040 will not
buy what a dollar buys today. While the FERS
COLA helps, your TSP withdrawals may lose
purchasing power over time if you assume a low
rate of return.

3. Forgetting About Taxes: As mentioned
earlier, your TSP withdrawals and annuity are
taxable. If you have a traditional TSP, every
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dollar withdrawn is subject to ordinary income
tax. Plan for this by estimating your future tax
bracket.

4. Overestimating TSP Returns: It is tempting
to input a 10% annual return for your TSP.
However, historical averages are closer to 7-8%
before inflation. Using a more conservative
5-6% return provides a more realistic safety
margin.

Why the Fedsmith Calculator is
a Trusted Resource in the
Federal Community

FedSmith has been a trusted voice for federal
employees for decades. The calculator is not a
gimmick; it is a serious planning tool backed by the
expertise of retirement specialists who understand
the intricacies of
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