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Executive Report  

Federal pensions, CSRS or FERS are considered Marital Property (in Equitable Division States) if they are 

acquired during the Marriage; therefore, they can be divided, or awarded to either spouse, by the Court 

in divorce. 

A major issue that occurs in many cases is the belief of the employee-spouse that the pension was 

earned and belongs to him or her. That not being the legal fact, the spouses “dig in” and continue the 

fight wasting other financial assets in the legal process that ensues. 

What often goes by the wayside (at the beginning), is the determination of exactly how much of the 

pension is Marital, the idea of a trade, and a financial analysis of exactly what is at stake. 

This report focuses on the difference in methods of division of the primary retirement assets of the 

Federal Employee - the Thrift Savings Plan (TSP), and the pension payments due under the Civil Service 

Retirement System (CSRS) or the Federal Employment Retirement System (FERS).  It will show how the 

employee-spouse could walk away from the settlement with the lions-share or all of the pension while 

still providing the other spouse with an equitable amount of marital property. 

Although similar treatment is provided in most states, the strategies and illustrations pertain to 

Maryland statutes per Maryland Divorce and Separation Law, 9th edition, June 2009. 

Division Alternatives 

Pensions can only be divided using two methods: 

• “If, As, and When,” or 

• Offset (Trade) 

The “If, As, and When” method is the one predominantly used by the courts. It is straight-forward, does 

not require the valuation of the Plan, and can produce an equitable division as each spouse receives 

their earned percentage of the pension benefits. It does require that the spouses know what the 

projected benefits will be retirement, how much of the pension is Marital Property, how much Survivor 

Benefits cost, and  who will pay that cost. 

The Offset method is trickier and involves some speculation in terms of assumed interest rate and 

mortality. Under this method, the pension plan must be valued as of the Separation or Cut-off Date (this 

is negotiable with the date of divorce being the latest date). This is the date that the Plan stops being a 

Marital Asset. Once the value is determined and agreed upon, the spouses can assess if there is enough 
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value in other assets, e.g. the TSP (and/or IRAs) to offset the value of the pension. If there is, the 

employee-spouse could take the pension (or the Lion’s share) and the other spouse could take 

ownership of the traded assets.  

Illustration 

Robert and Jeanette were married on June 30, 1966. They are working in a Cooperative environment 

with their respective attorneys and are open to alternatives that will lead to an amicable split. They have 

agreed on the division of their Marital Property with the exception of their retirement accounts, 

including Robert’s FERS pension.  

Robert is covered under a special provision of FERS, which would allow him to retire at age 55 with full 

benefits. Robert sees the pension as a crucial component of his retirement to maintain a reasonable 

lifestyle. He feels that Jeanette’s future income and her retirement savings will provide her with 

significant retirement income when she retires. Jeanette has financial stability concerns and does not 

want to “give up” something that she is entitled to by law. 

Other pertinent information is displayed below: 

  Robert Jeanette 

Ages  44 44 

Credit Service Started 10/01/1994   

Cut-off Date 6/30/2013   

Valuation Date 6/30/2013   

Retirement Date 2/5/2024   

Projected Monthly Benefit $5,400   

Defined Contribution Plans*    

         TSP  $250,000  

         Company 401K   $350,000 

 

There are two important factors to consider in calculating the Marital Portion of the pension plan: 1) 

Robert started earning retirement prior to their marriage and, 2) the portion of the retirement earned 

after the cut-off date belongs solely to Robert. 

The Coverture Fraction is used to determine the Marital Share (to be split 50/50), as follows: 

Time married (nominator)/Time in Plan (denominator) X .50 X monthly benefit 
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6,209 days/10,719 days equals 58%.  58% times the projected benefit of $5,400 equals $3,132, which 

would be split 50/50. This means that Jeanette would be paid approximately $1,566 (29% of the total 

pension) with Robert receiving the balance of $3,834.  Jeanette also wants Robert to pay for Survivor 

Benefits, thereby protecting her share of the pension should Robert predecease her after his retirement. 

This 10% reduction of Robert’s pension benefit reduces Robert’s monthly pension to $3,294. This would 

mean that Robert would have to work full-time after retirement, which he does not want to consider.  

At this point, the attorneys offer the Offset Method as a settlement alternative to break the stalemate. 

This may allow Robert to keep his pension and quell Jeanette’s fear of an inequitable settlement and no 

financial security in retirement. 

A calculation of the present value at retirement and the cut-off date is illustrated below in a timeline 

format.

 

Although the projected present value is over $1.91 MM at retirement, the Marital Portion at the cut-off 

date is a more manageable $495,000. A summary of the retirement assets belonging to each spouse and 

an equalization of retirement accounts is illustrated below.                               

 Robert Jeanette 

TSP $250,000  

Company 401K  $350,000 

FERS Pension 495,315 000,000 

       Total $745,315 $350,000 

Equalization Transfer (197,658) 197,658 

Total Retirement Assets $547,657 $547,658 
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Robert can keep 100% of his pension benefits in exchange for a transfer of his TSP of approximately 

$197,000 to Jeanette. The transfer would be tax-free and each spouse would pay taxes on their 

respective retirement benefits (pension and withdrawals). 

Conclusion 

The purpose of this report is to show the methods by which Federal Pensions can be split in divorce, and 

how a stalemate and unnecessary professional fees can be avoided. To clearly and easily illustrate the 

decision making process and reduce what-ifs, assumptions regarding the interest rate and mortality 

used in the valuation were intentionally omitted. We recognize that there may be differences in opinion 

as to the value of the pension, which could also impact the final negotiations.  

The Offset Method of dividing Federal pensions in divorce is not suitable in many situations. Factors 

including employment tenure, the spouses’ past ability to amass retirement funds during their marriage, 

investment wariness, and view of financial security can take this settlement alternative “off the table” 

from the start. A pertinent question that frequently arises is “what additional value can be placed on a 

secured pension versus a retirement asset that is dependent upon future uncertain yields?” There is no 

mathematical response to this question and we recommend that the spouse who must depend upon 

proper asset management consult with a financial advisor prior to making this decision. 

With the precipitous decline in secure pensions over the last ten years, the pension may be the most 

valuable Marital Asset in a case where at least one of the spouses is a long-term federal employee. It is 

most likely a favorite water cooler topic with varying opinions in the workplace so input from many 

sources is abundant. We recommend that the two methods described above be clearly discussed with 

each spouse at the offset, and that detailed information regarding the pension plan benefits be made 

available to both spouses. The illustration of exactly what is financially at risk along with an alternative 

to let the employee-spouse keep the lion’s share if not all of the pension, could be enough to minimize 

the perception of a win-lose outcome. 

 


