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The beginning of the New Year is a great time to review your financial
checklist for 2008. This may be the time to set up an appointment with
your financial advisor to review your investments and tax withholdings
or set aside time to ensure your estate planning and insurance policies
are in order.

Form 1099-R News Flash
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The 1099-Rs will be mailed by January 31, so

We’ve also included important information
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you may want to start gathering all your tax

on Medicare and Heath Subsidy require-
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Incentive Program

paperwork to prepare for tax time.

ments and increases.

There is good news regarding a $3,000 tax

Staff is available to answer any inquiries and

exclusion for health and dental premiums for

we look forward to serving you in 2008.

qualified recipients approved in the Pension

Happy New Year!
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Protection Act of 2006. An update of reporting
requirements is included in this newsletter.
Michael Perez
General Manager
Michael.Perez@lacity.org

Tax Exclusion Update
Approved Under the Pension
Protection Act of 2006
Under the Pension Protection Act of 2006, Section 845, retired public
safety officers who meet eligibility requirements may now have a tax
exclusion from gross income for up to $3,000 per year for health and
dental insurance premiums deducted directly from their pension checks
and paid directly to their health and/or dental plans by LAFPP. Please note
any subsidy amounts paid by LAFPP to members’ health or dental plans
do not qualify for this tax exclusion.
When news of this exclusion was first reported
in the April 2007 Pension Perspectives
publication, Fire and Police Pensions (Pensions)
was awaiting IRS guidance as to eligibility
and reporting requirements. While waiting
for guidance, Pensions was advised that vested
members may need to file an application
with the plan before premium payments
would be eligible for the exclusion and that
the premium payments would need to be
reported on the 1099-R form from the Fund.
Newly issued IRS instructions for Form 1099-R
state that there will be no special reporting
requirements for payments of qualified
health or long-term care insurance by retired
public safety officers. Qualified recipients

of these distributions should claim the
associated tax benefits on their own income
tax documents filed with the IRS. As a result,
it is not necessary for Pensions members to
file an application with the plan in order
to be eligible for the tax exclusion. Members
can locate the end-of-year deduction totals
for their 2007 medical and dental premium
payments on their November 30, 2007 payroll
check or automatic deposit receipt. Please
confer with your tax advisor as to specific
reporting requirements on your individual
tax filings with the IRS.
No additional action needs to be taken
by members who have already filed an
application with Pensions.

ATTENTION!
For those Members that received refund checks in December for excess health deductions,
you will need to deduct the refund amount from your year-to-date health deductions as
reflected on your November 30, 2007 pension check. The corrected year-to-date amount
should then be used for those pensioners qualifying for the Pension Protection Act
$3,000 tax exclusion.
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Example of Qualified
Tax Exclusion

The following is a summary of the rules:

A member has a monthly health
premium of $700 and a monthly health
subsidy of $400. The member also
has a monthly dental premium of
$70 and a dental subsidy of $30. As
shown below, the member’s total
monthly deductions would be $340.
Over the course of the year, this
deducted amount adds up to $4,080.
The member could take the full
value of the $3,000 tax exclusion,
assuming all other requirements
are met.

Health
Plan

Dental
Plan

Premium

$700

$70

Subsidy

$400

$30

Deduction

$300

$40

Total Monthly
Deductions:

$340
x

Total Deductions
for Year:
Maximum
Tax Credit:

12

$4,080
$3,000

Member may take the maximum
credit of $3,000.

What does the
law provide?

The law says that qualified public safety employee
retirees may deduct insurance premiums paid from the
retirement benefits for health care or long-term care
up to $3,000 per year.

Who is a
qualified public
safety employee?

All retired Los Angeles firefighters and police officers
who retired on or after achieving eligibility for normal
retirement or who retired on a disability retirement
meet the definition.
Vested members who left prior to being able to retire
are not covered.
If you worked as a police officer or firefighter but
retired from the City in a different employment
category, you are not covered.

Does it cover only
my individual
premiums or does
it apply to family
members?

The retiree can use the exclusion for his or her own
premium or the premium to cover a spouse or a
dependent. A dependent has to be someone for
whom you can take a deduction on your tax return.
Your individual tax advisor or accountant should be
consulted on qualification as a dependent.

Does the exclusion Yes. A domestic partner may be claimed as a dependent
if he or she otherwise qualifies as a dependent for
cover a domestic
tax purposes.
partner?
If I am legally
married to another
retired member of
the Fire & Police
Pension Plan,
do we each get
to claim a $3,000
deduction?

Yes, as long as your individual premiums are at least
$3,000 per year.

Are there any
rules about how
the premium
is paid?

Yes. The pension plan must pay the premium directly
to the provider of the health or long-term coverage.
Money paid directly by the retiree (for example, via
check or credit card) does not count.

Continued on page 4
page 3

Continued from page 3

I heard that I can
claim the $3,000
deduction from
several plans.
Is that true?

No. The total that can be claimed by a retiree
for premiums paid for the retiree, spouse and
dependents is the actual amount of the premium,
up to $3,000 from all sources.

When I die, if I
have survivors, do
they get to keep
deducting the
premiums for their
health care from
survivor pensions?

No. The benefit ends when the retired
member dies.

Are all insurance
plans covered in
this program?

No. The coverage is limited to the plans maintained
by the City or the employee organizations.

How will the income
paid for insurance be
reported to the IRS?

Each calendar year, the November 30 payroll
transmittal (for December pension distributions)
contains the final year-to-date dental and medical
premium deductions for the year. You should include
these amounts (up to the combined $3,000 maximum)
as a taxable income exclusion on your individual
tax returns starting with the 2007 tax year.

How do I report
the exclusion on
my tax form?

The IRS requires retirees to report total distributions
on Form 1040, line 16a; Form 1040A, line 12a; or
Form 1040NR, line 17a. The taxable amount should
be reported on Form 1040, line 16b; Form 1040A,
line 12b; or Form 1040NR, line 17b. Also, retirees
should write “PSO” next to the appropriate line
where the taxable amount is reported.

What about members
in the Health
Insurance Premium
Reimbursement
program?

Most members in the Health Insurance Premium
Reimbursement program pay their premiums
directly to their health plan providers. Any direct
payment from the member to their health plan does
not count toward the $3,000 tax exclusion. Further,
reimbursements paid by LAFPP to the member
do not count toward the $3,000 tax exclusion. See
your tax professional for more details.

More detailed information about this subject can be found on our Web site
at www.lafpp.com or you may contact the Medical and Dental Benefits
Section at (213) 978-4560 Monday through Friday between 8:00 AM
and 5:00 PM.
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Medicare Enrollment
Required at Age 65
All members, qualified surviving spouses,
and qualified surviving domestic
partners receiving health insurance
subsidies are required to enroll in
Medicare at age 65. Some pensioners
become eligible for premium-free
Medicare Part A at age 65. All pensioners
become eligible for Medicare Part B
at age 65.
At age 65 all pensioners must do
the following to remain eligible for
a health insurance subsidy or health
insurance premium reimbursement:
• Provide the Department of Fire &
Police Pensions with a copy of your
Medicare card.
• Sign and return a Fire and Police
Pensions Medicare Information Card.
• Enroll in a Department-approved
health plan or participate in
the Health Insurance Premium
Reimbursement Program.
• Enroll in Medicare Part A if eligible
for this at no cost.
• Enroll in Medicare Part B and maintain
your Medicare Part B enrollment
by paying the required monthly
premiums directly to Medicare.

Medicare Part A
Medicare Part A provides hospitalization
benefits. You may be eligible for
Medicare Part A, free of charge, if you
have worked 40 quarters in covered
employment. If you do not have 40
quarters of covered employment, you
may still qualify for free coverage if
your spouse worked 40 quarters in
covered employment. To determine
your Medicare Part A eligibility, please
contact your local Social Security office.

If you are eligible for premium-free
Medicare Part A coverage, you must
enroll in Medicare Part A to qualify
for a health subsidy.
If you are receiving Social Security
benefits, you may be signed up
automatically for premium-free
Medicare Part A. Do not decline

this coverage if offered to you.
If you do not qualify for premium-free
Medicare Part A, we do not require
you to purchase this coverage.

Medicare Part B
Medicare Part B provides an array
of medical benefits. All pensioners
are eligible for Medicare Part B at
age 65 (some pensioners may qualify
for Medicare Part B before age 65).

You must enroll in Medicare
Part B coverage to qualify for
a health subsidy.
If you qualify for Social Security benefits,
you may be signed up automatically
for Medicare Part B. In this case,
Medicare Part B premiums would
be deducted from your Social Security
check. Do not decline Medicare

Part B coverage if you would like
to continue receiving a City
health subsidy.
If you do not qualify for Social
Security benefits, you will be billed
quarterly for your Medicare Part B
premiums. If you enroll in Medicare
Part B after age 65, Medicare may
impose penalties in addition to the

monthly premium amounts listed
below. Any penalties assessed by
Medicare last for as long as you live.
You are responsible for paying any
penalties due to late enrollment.
Los Angeles Fire and Police Pensions
does not reimburse penalty amounts
for late enrollment.

Failure to pay your Medicare
Part B premiums will terminate
your Medicare Part B coverage
and also make you ineligible for
your Los Angeles Fire and Police
Pensions health subsidy.

Medicare Part B
Premium Reimbursement
If you qualify for both Medicare
Parts A and B, you may receive reimbursement of your monthly Medicare
Part B premiums up to the basic amount
($96.40 per month for the year 2008).
LAFPP does not reimburse above the
basic Medicare Part B premium amount.
To be eligible for Medicare Part B
premium reimbursement, you must:

• Be enrolled in both Medicare
Parts A and B.
Those who qualify for only Part B,
but not Part A of Medicare do not
receive Medicare Part B premium
reimbursement.

Who do I call
if I have questions?
If you have any questions regarding
the Medicare program, or if you need
to enroll in Medicare, please contact
Social Security at (800) 772-1213 or
visit www.medicare.gov.
If you have any questions regarding
your health subsidy or Medicare
Part B premium reimbursement, please
contact Los Angeles Fire & Police
Pensions, Medical & Dental Benefits
Section at (800) 787-2489, extension
84560#. You may also visit our website
at www.lafpp.com or e-mail us at
pen.pensions@lacity.org.

• Be receiving a health insurance
subsidy or health insurance premium
reimbursement from the Los Angeles
Fire and Police Pension Plan.

Monthly Medicare Part B premiums vary depending on income and any
penalties assessed for late enrollment. For the year 2008, income-based
premiums (not including penalties) are provided in the chart below.

Annual Income
if Single

Annual Income
if Married
(Both Spouses’
Income Combined)

Monthly
Premium

$82,000 or less

$164,000 or less

$96.40

$82,001 – $102,000

$164,001 – $204,000

$122.20

$102,001 – $153,000

$204,001 – $306,000

$160.90

$153,001 – $205,000

$306,001 – $410,000

$199.70

Greater Than $205,000

Greater Than $410,000

$238.40
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Health Subsidy Requirements
To qualify for a health subsidy,
members must:
• Enroll in Medicare to the full extent of
eligibility (usually at age 65);
• Have 10 complete years of service; AND
• Be at least age 55 with a retirement date
after June 30, 1998; or be at least age 60
with a retirement date before
July 1, 1998.
• Members who are between ages 55 and
60 and who retired after June 30, 1988
but before July 1, 1998 may be eligible
for a special flat-rate Memorandum of
Understanding subsidy.

For qualified surviving spouses/
domestic partners to receive
a health subsidy:
• Enroll in Medicare to the full extent
of eligibility (usually at age 65);
• The member must have had 10 complete
years of service;
• The qualified surviving spouse/domestic
partner must not be receiving an active
death health subsidy from the Personnel
Department; AND
• The member would have been 55 years
of age.

The chart below lists the Non-Medicare/Medicare Part B Only
Health Subsidy amounts.
Maximum Health Subsidies for Those Not In Medicare
or In Medicare Part B Only
Qualified Surviving Spouses/
Domestic Partners*

Members
Years of
Service

Percent of
Maximum

Maximum
Subsidy

Years of
Service

Percent of
Maximum

Maximum
Subsidy

10

40%

$334.88

10

40%

$204.70

11

44%

$368.37

11

44%

$225.17

12

48%

$401.86

12

48%

$245.64

13

52%

$435.35

13

52%

$266.12

14
15

56%
60%

$468.84
$502.33

14
15

56%
60%

$286.59
$307.06

16

64%

$535.81

16

64%

$327.53

17

68%

$569.30

17

68%

$348.00

18

72%

$602.79

18

72%

$368.47

19

76%

$636.28

19

76%

$388.94

20

80%

$669.77

20

80%

$409.41

21

84%

$703.26

21

84%

$429.88

22

88%

$736.74

22

88%

$450.35

23

92%

$770.23

23

92%

$470.82

24

96%

$803.72

24

96%

$491.29

25

100%

$837.21

25

100%

$511.76

*All Subsidies for Qualified Surviving Spouses/Domestic Partners are limited to the single-party premium of the
surviving spouse’s/domestic partner’s plan.
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Non-Medicare Health Subsidies
Increase for Qualified Survivors
Effective January 1, 2008, the NonMedicare/Medicare Part B Only Health
Subsidy for Qualified Surviving Spouses/
Domestic Partners has increased.
The health subsidy for members who
are not in Medicare or who are in only
Part B of Medicare did not change at
this time. See chart on page 6.

Medicare Health
Subsidy Increase
Effective January 1, 2008, the maximum
Medicare Health Subsidy increased
from $364.22 to $406.44. This subsidy
increase affects members and Qualified
Surviving Spouses/Domestic Partners
enrolled in both Medicare Parts A
and B. Consult the chart to find out
how this new maximum affects you.

Depending on their health care
plan and their years of service,
members enrolled in both Medicare
Parts A and B may also receive
an additional subsidy amount
for dependent health care.

Medicare Health Subsidies
Years of Service

Maximum Monthly Subsidy for 2008

Less than 10

No Subsidy

10 – 14

The lesser of: $304.83 or 75% of the single-party
premium of the participant’s plan.

15 – 19

The lesser of:$365.80 or 90% of the single-party
premium of the participant’s plan.

20 or more

The lesser of:$406.44 or 100% of the single-party
premium of the participant’s plan.

The Medicare Health Subsidy for
Qualified Surviving Spouses/Domestic
Partners is limited to the single-party
cost of their health plan, and no
subsidy for dependent health coverage
is provided to them.

Member Dental
Subsidy Increase
Effective January 1, 2008, the maximum
member dental subsidy increased from
$37.18 to $39.04. Eligible members
receive 4% of this maximum for each
year of service completed, not to
exceed the single-party cost of the
member’s dental plan. Members must
be at least age 55 and have a minimum
of 10 complete years of service to
qualify for this subsidy.
There is no dental subsidy for
surviving spouses/domestic partners.
There is also no subsidy paid for
dependent coverage.

The chart below lists dental subsidies by years of service.
Member Dental Subsidy
Years of
Service

% of
Maximum

Maximum
Subsidy

Years of
Service

% of
Maximum

Maximum
Subsidy

10

40%

$15.62

18

72%

$28.11

11

44%

$17.18

19

76%

$29.67

12

48%

$18.74

20

80%

$31.23

13

52%

$20.30

21

84%

$32.79

14
15

56%
60%

$21.86
$23.42

22
23

88%
92%

$34.36
$35.92

16

64%

$24.99

24

96%

$37.48

17

68%

$26.55

25

100%

$39.04
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How to Read Your Form 1099-R
We at Fire and Police Pensions want to assist you in interpreting the information presented
on your Form 1099R. This information is intended only to help clarify the form’s layout, and
is not provided in lieu of the advice or expertise of a qualified tax preparer.

Mailing Insert for
Form 1099-R
Address/
Identification Boxes
Payer’s name
Fire and Police Pensions
mailing address, with
office telephone number

Payer’s federal
identification number
Fire and Police Pensions
IRS tax identification
number

Recipient’s
identification number
Social Security number
of the person receiving
the benefit

Recipient’s name
Name and address of person
receiving the benefit

Account number
Optional (Blank)
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Paid Benefit Information Boxes (Numbers Refer to 1099-R Box Numbers)
1 – Gross distribution
This is the total amount you
received before income tax
or other deductions withheld
during the year.

2a –Taxable amount
This part of the distribution is
generally taxable. This may be
less than the gross distribution
(Box 1) due to the exclusion of
previously taxed contributions
(Box 5) as provided by IRS
Publication 939, General Rule
for Pensions and Annuities. If the
box is blank, none or zero, then
the amount you received this
year may not be subject
to income taxation.

2b – Taxable amount not
determined/Total Distribution
Not used by Fire and
Police Pensions.

3 – Amount in Box 2a eligible
for capital gain election
Not applicable.

4 – Federal income tax withheld
This is the amount of federal
income tax withheld.

5 – Employee contributions
or insurance premiums
This is the amount of your
previously taxed contributions.
Since you previously paid tax
on this amount, it is subtracted
from your gross distribution
to determine your reportable
pension benefit amount in
Box 2a.

7 – Distribution code
The following codes identify
the type of distribution
you received:
1 – Early distribution or refund,
no known exception (has not
reached 50 years of age)
2 – Early distribution or refund,
exception applies (at least
50 years of age, not subject
to 10% additional tax)
3 – Disability
4 – Death
7 – Normal distribution (Service
retirements and refunds at
least 50 years of age)
G – Direct rollover and
rollover contributions

11 – State/Payer’s state number
Fire and Police Pensions tax
identification number with
California Franchise Tax Board.

12 – State distribution
Same as Box number 1.

13 – State taxable amount
Same as Box 2a if the recipient
is a California resident for the
entire tax year, lesser if partly
California and non-California
resident. None if non-California
resident for the entire tax year.

14 – Name of locality
Not used by Fire and
Police Pensions.

15 – Local Distribution
Not used by Fire and
Police Pensions.

8 – Other
Not applicable.

9a – Your percentage of
total distribution
Not used by Fire and
Police Pensions.

9b – Total employee contributions
Amount of the account member’s
previously-taxed contributions
remaining for General Rule
exclusion. This amount will be
reduced each year by the amount
of excludable contributions
in box 5.

10 – State income tax withheld
This is the amount of California
state tax withheld.

6 – Net unrealized appreciation
in employer’s securities
Not applicable.
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Form 1099-R News Flash
It is that time of the year again, tax season! Form 1099-Rs for tax year 2007 will be mailed on
January 31, 2008. If you do not receive your Form 1099-R, please allow at least 5 working days from
the mailing date before calling for duplicates. To request a duplicate copy or for any other related
Form 1099-R inquiries, contact the Accounting Section at (800) 787-2489 extension 84420#.

Frequently Asked Questions
From Retired Members

From Surviving Spouses

From DROP

Q. I was on a service pension before
it was converted to a serviceconnected disability pension in
the same tax year. Will I receive
a Form 1099-R?

Q. As a surviving spouse of a Tier 2
active member who suffered a

Q. When will I receive a Form 1099-R

A. Yes. Although there is no reportable
taxable amount, taxes withheld
from your service pension will be
reported on your Form 1099-R.
Q. I am a Tier 2 pensioner on a serviceconnected disability pension, will I
receive a Form 1099-R?
A. No. Tier 2 service-connected
disability pension is not a
reportable taxable amount.
Q. As a pensioner of either Tier 3,
4 or 5 on service-connected
disability pension, will I receive
Form 1099-R?
A. Yes. If the service-connected
disability percentage granted
(based on your years of service)
is more than the percentage of
your disability, the difference in
pension amount will be reported
as taxable amount on your
Form 1099-R.
A. No. If the service-connected
disability percentage granted
is equal to your percentage of
disability, there is no reportable
taxable amount.

service-connected death while
on active duty, will I receive a Form
1099-R for my survivorship pension,
or as a surviving spouse of a
Tier 2 retired member who died
while on service-connected disability
pension, will I receive a Form 1099-R
for my survivorship pension?

if I am in the DROP PROGRAM?

A. You will only receive a Form
1099-R for the tax year when you
actually exited and received your
DROP proceeds.

Q. How many Form 1099-Rs
will I receive?

A. You may have up to three
A. Yes. If your surviving spouse’s
pension percentage is 55%
(deceased active or retired member
had 25 or more service years at
the date of death or at the effective
date of retirement) instead of
the minimum pension percentage
of 50%, the difference in pension
amount will be the taxable amount
on your Form 1099-R.

Form 1099-Rs if you received:
• roll-over distribution
• partial or lump-sum
cash payout
• service pension after exiting
the DROP Program

Q. How can I determine which
Form 1099-R is for DROP
proceeds I received?

A. No. If your surviving spouse’s
pension percentage is the minimum
50% of the deceased member
normal pension base, there will
be no reportable taxable amount.
However, if the surviving spouse
elected to withhold taxes, Form
1099-R will reflect the taxes
withheld but no taxable amount.

A. Any of the following fund
numbers located on the top
right of the Fire and Police
Pension address pertain to
DROP proceeds:
• Fund No. 252 (Tier 5 DROP)
• Fund No. 262 (Tier 4 DROP)
• Fund No. 272 (Tier 3 DROP)
• Fund No. 282 (Tier 2 DROP)

Q. What portion of my DROP proceeds
is reportable as Federal and State
taxable amount?

A. It is the partial or lump-sum
cash payout.
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Contact
Information
Department of Fire and Police Pensions
Our staff is available to assist you Monday through Friday (except holidays) from 8 a.m.
to 5 p.m. Please refer to the following directory so that the right staff member can address
your specific need. When calling on the toll-free number, use the extension number provided
for each section, followed by the pound sign.
Accounting (for Pensioners only)
(213) 978-4420 (or 84420#)
• Workers’ compensation (offset
inquiries, balances due, etc.)
• Form 1099-R (current and prior
tax years)

Communications and
Special Projects
(213) 978-4530 (or 84530#)
• Newsletters
• Web page updates

Medical and Dental Benefits
(213) 978-4560 (or 84560#)
•
•
•
•

Health Insurance Subsidy
Medicare Part B reimbursement
Dental Insurance Subsidy
Health Insurance Premium
Reimbursement Program

Disability Pensions
(213) 978-4500 (or 84500#)
• Disability Pension Processing
and Inquiries
• Survivor Pensions - Active Members

• Disability Pension Reviews
• Review of Dependent Children/
Dependent Parent Qualifications

Service Pensions
(213) 978-4575 (or 84575#)
• Service Pension Processing
and Inquiries
• Survivor Pensions Retired Members
• Retired Member Records and
Information
• Change of Address
(for Pensioners Only)
• Discontinuance of Benefits (Upon
Death or Other Ineligibility)

Retired Member Services
(for Pensioners Only)
(213) 978-4495 (or 84495#)
• Direct Deposit
• Tax Withholding
• Cost-of-Living Adjustments

DROP Administration
(213) 978-4495 (or 84495#)
• Information on the Deferred
Retirement Option Program

Other Ways to Contact Us
Toll-Free:
Fax:
TDD:
Email:
Web Site:
Address:

(800) 787-CITY (2489)
(213) 978-4450
(213) 978-4455
pen.pensions@lacity.org
www.lafpp.com
360 E. Second Street
Suite 400
Los Angeles, CA 90012

For your convenience, the
following forms can be printed from
our Web site: Change of Address for
Pensioners, Direct Deposit (for pensioners only), Domestic Partnership
Declaration, Notice of Termination of
Domestic Partnership, DROP
Beneficiary, Health Insurance
Premium Reimbursement Claim and
Income Tax Withholding Domestic
Partnership Form, DROP Beneficiary
Form, DROP Distribution and Election
Form, and Request to Purchase
Service Credit Form.
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Los Angeles Fire and Police Pensions
Mail Stop #390
360 East Second Street
Suite 400
Los Angeles, CA 90012
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