
A Guide to Purchasing Service Credit and 
Repaying Prior Refunds from 

a Defined Benefit Plan
The Economic Growth and Tax Relief Reconciliation Act of 
2001 (“EGTRRA”) added a provision allowing retirement plan 
participants to use 457 and 401 plan assets to purchase prior 
service credits or repay a prior refund from a defined benefit 
(“DB”) plan. The Pension Protection Act of 2006 (PPA) clarified 
that 457 and 401 plan assets may also be used to purchase 
years that are not based on actual service (commonly referred to 
as “air time”). A maximum of five (5) years of “air time” service 
credit may be purchased.

Purchasing service credits can help you increase the benefits that 
you will receive from your DB plan at retirement. However, not all 
DB plans permit service credit purchases.

What is a defined benefit (“db”) plan? 

A DB plan is a type of retirement plan that defines the future 
benefit to be paid. The DB plan does not generally maintain 
individual participant accounts, but may do so if employees are 
required to contribute to the plan. 

What is a defined contribution (“dc”) plan? 

A DC plan is a type of retirement plan that defines the 
contributions to be made and maintains an individual account for 
each plan participant. 457 deferred compensation plans, 401 
money purchase plans, and 401 profit-sharing plans are types of 
DC plans.

What is prior service?

Prior service is a period of prior eligible service in a DB plan for 
which credit has not yet been granted.

What is a purchase of prior service credit? 

If permitted by a DB plan, a purchase of prior service credit 
allows you to “buy” or increase the years of service used in 
calculating your final DB benefits. 

What is “air tiMe” service credit?

“Air time” refers to years that are not based on actual service. 
The Pension Protection Act of 2006 (PPA) clarified that 457 and 
401 plan assets can be used to purchase DB credit for periods 
regardless of whether service was actually performed (“air time”).

hoW ManY “air tiMe” Years can i purchase?

Provided that your DB plan permits purchases of “air time” 
service credits, you may transfer assets from your 401 and/or 
457 plan(s) for “air time” purchases. An eligible individual can 
purchase a maximum of five (5) years of “air time” service credit.

What is repaYMent of prior refund?

Sometimes, when an individual terminates employment he or she 
takes the accumulated value of his or her required contributions 
to a DB plan as a refund. However, taking a refund cancels 
whatever service credit he or she had with the DB plan. Later if 
the individual rejoins the plan, he or she may wish to repay the 
prior refund to “buy back” the lost service. 

can i use other retireMent accounts to 
purchase service credit or repaY a prior 
refund? 

If permitted by the plan, actively employed participants in a 
457 deferred compensation, 403(b) tax-sheltered annuity, or 
401 defined contribution plan may request a direct transfer of 
assets to purchase service credit or repay a refund of employee 
contributions to a DB plan. 

However, not all 457, 403(b), 401(a), or 401(k) plans permit in-
service distributions, nor are they required by law to do so. Alter-
natively, you may be able to make the transfer after you separate 
from service and are otherwise eligible for a distribution. 

You should contact the plan administrator or the benefits office of 
your employer to determine whether your plan will permit you to 
take an in-service distribution for the purchase of service credit or 
repayment of prior refunds. 

hoW can i find out if MY db plan perMits a 
purchase of service credit or repaYMent of 
a prior refund? 

You should contact the DB plan administrator or the benefits office 
of your employer to determine whether your DB plan will permit 
you to purchase service credit or repay prior refunds. 

PuRChASe of SeRviCe CReDit PACket
this booklet contains the following documents:

•	 A	Guide	to	Purchasing	Service	Credit	and	Repaying	Prior	Refunds	from	a	Defined	Benefit	Plan

•	 457/401	Participant	Request	for	Trustee-to-Trustee	Transfer	to	Purchase	Service	Credit	Form
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are there requireMents/restrictions that 
MaY be iMposed bY a db plan regarding the  
purchase of service credit or repaYMent of 
a prior refund? 

Each DB plan may have requirements for the purchase of 
service credit or repayment of prior refunds. Some common 
requirements/restrictions are: 

• The plan may require you to be actively employed. 

• The plan may permit you to be separated from service, but 
impose restrictions on the period of time after separation 
during which you may purchase additional service credit or 
repay a prior refund. 

• The plan may require the plan from which you are 
transferring assets to be in the same state. 

• The plan may restrict the number of years of service that you 
are eligible to purchase. 

It is important for you to contact the plan administrator or the 
benefits office of your employer to determine requirements and/
or restrictions imposed by the DB plan concerning the purchase of 
service credit or repayment of a prior refund. 

What is the cost to purchase service 
credit?

The cost to purchase service credit varies from DB plan to DB 
plan. Typical formulas for determining cost are a percentage 
of current or final average salary or the actuarial cost of the 
additional credit. Depending on the formula used to determine 
the cost and the number of years you are purchasing, service 
credit purchases may be costly. You should contact the DB plan 
administrator or your benefits office for details on the amount you 
will have to pay. 

What inforMation do i need froM MY db 
plan?

You should review the form and instructions at the end of this 
booklet. You will need to obtain all the information required in 
Sections 2, 3, and 4. This includes the name and address of the 
plan, the name of the trustee, the amount of the transfer, and 
documentation from the DB plan of your eligibility for the transfer.

Will i be required to paY taxes or penalties 
on aMounts transferred froM a 457, 
403(b), or 401 plan to purchase service 
credit or repaY a prior refund? 

Amounts transferred from a 457, 403(b), or 401 plan are not 
required to be included in your gross income, provided the 
transfer occurs directly from trustee-to-trustee and the amounts are 
used to (a) purchase service credit in a governmental DB plan or 
(b) repay a prior refund and earnings from a governmental DB 
plan.

hoW Will icMa-rc process MY request?

A completed request to ICMA-RC will be processed within three 
business days. The amount of the transfer will be drawn from all 
investments and contribution sources on a pro-rata basis. You will 
receive a confirmation from ICMA-RC indicating that the assets 
have been forwarded to your DB plan.

is purchasing service credit or repaYing a 
prior refund alWaYs a good idea? 

The cost to purchase service credit or repay a prior refund will 
vary and can be significant. Some considerations are: 

• Any investment product restrictions or penalties that may 
apply, e.g. breaking a certificate of deposit (CD) prior to 
maturity, etc. 

• Whether the benefit increase under the DB plan is greater 
than potential gains if money remained invested in your 457 
or 401 plan. 

For questions regarding using your ICMA-RC 457 or 401 plan to 
purchase service credit, please contact Investor Services at 800-
669-7400.

suMMarY description

the information provided in this booklet is for 
informational purposes only and is not to be 
construed as legal advice or promissory as to 
whether any particular db plan will permit a 
purchase of service credit. icMa-rc is not liable 
for any investment losses or tax consequences 
assessed to you based upon representations made 
by you regarding your ability to purchase service 
credit or repay a prior refund in any plan. 

the actual rules governing your benefits are contained 
in state retirement laws and the federal tax code. 
this publication is a summary, written in less legalistic 
terms. it is not a complete description of the law. if 
there are any conflicts between what is written in 
this publication and what is contained in the law, the 
applicable law will govern.



name of defined benefit plan

 
name of employer Maintaining defined benefit plan 

Make check payable to 

address to Mail check 

city state  Zip code

dollar amount of transfer to defined benefit plan $______________________________

transfer purpose (check only one): ❐ Purchase of Prior Service Credit         ❐ Purchase of “Air Time” Service Credit         
                                                              ❐ Repayment of Prior Refund

 select one payment date: ❐ As soon as possible 
  ❐ ___ ___ / ___ ___ / ___ ___ ___ ___ (month / day / year)
               
Please ensure all forms required by the new provider are included with this request to ICMA-RC.

❑ A. I have attached a copy of the Purchase of Prior Service Credit, Purchase of “Air Time” Service Credit, or 
  Repayment of Prior Refund documentation from the defined benefit plan.
 
❑ B. On behalf of the above-named defined benefit plan, I certify that the participant making this request is eligible to   

 purchase prior service credit, purchase “air time” service credit, or repay a prior refund in the amount specified in   
 Section 3 and any required forms are included with this request to ICMA-RC.

_____________________________________________________        __________________________________       _______/_______/_______
authorized signature for defined benefit plan title date

employee: I hereby request the transfer outlined above and declare that I will not hold the ICMA-RC liable for any investment losses or tax 
consequences assessed to me based upon representations I have made above.

_____________________________________________________ _______/_______/_______ 
participant signature date

Note: If you are married and transferring out of an ICMA-RC 401 account, you and your spouse may also be required to complete the 
Waiver of Qualified Joint and Survivor Annuity form. Check with your employer or contact ICMA-RC for details.

_____________________________________________________      _______/_______/_______ 
authorized employer official’s signature                                  date

_____________________________________________________
name and title of authorized official (please print)

•	 Use	this	form	to	request	a	transfer	of	assets	from	your	ICMA-RC	457,	401(a),	or	401(k)	plan	to	purchase	service	credit	or	repay	a	
prior refund from a defined benefit plan. please read the instructions on the back of this form carefully. 

1
essential 
information 
You must com-
plete the informa-
tion in  
this section. 

2
defined  
benefit plan 
information
Provide
information for the 
defined 
benefit plan you 
are transferring to.

3
transfer 
request

4 
documen-
tation of 
eligibility for 
transfer
check A or 
check/sign B

5
participant
signature

457/401	PARTiCiPAnT	RequeST	FoR	TRuSTee-To-TRuSTee	TRAnSFeR	To	PuRChASe	
SeRviCe CReDit foRm

employer plan number     employer plan name                                

	 				

social security number

	-		-	
full name of participant

Last                                                           First                                           M.I.


ICMA-RC	•	Attn:	Workflow	Management	Team	•	P.O.	Box	96220	•	Washington,	DC	20090-6220	•	Toll	Free	800-669-7400	•	En	Español	800-669-8216	•	www.icmarc.org	•		Fax:	202-682-6439









 	-	

Marital status

married       Single
				

❑ ❑ ❑type of plan: 457                 401(a) Money purchase            401(a) profit-sharing             401(k)❑

daytime phone number

	-		-	
 Area Code

6
employer
signature
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457/401	PARTiCiPAnT	RequeST	FoR	TRuSTee-To-TRuSTee	TRAnSFeR	To	 
PuRChASe	SeRviCe	CReDiT	FoRM	—	inSTRuCTionS	FoR	CoMPleTion	

The 457/401 Participant Request for Trustee-to-Trustee Transfer 
to Purchase Service Credit Form enables you to request a direct 
trustee-to-trustee transfer of funds from your ICMA-RC account to 
a defined benefit (“DB”) plan for the purchase of prior service 
credit, purchase of “air time” service credit, or to repay a prior 
refund.

So that we may process your request efficiently, please complete 
this form accurately and completely and submit to your employer 
for authorization prior to submitting to ICMA-RC.  Please keep a 
copy for your records.

1. essential inforMation

Please complete this section carefully.  All information must be 
completed in order for ICMA-RC to process your transfer request. 
Please check with your employer or contact ICMA-RC’s Investor 
Services at 800-669-7400 if you do not know the plan number 
and/or type.  

2. defined benefit (“db”) plan inforMation

Please contact your DB plan administrator or your employer’s 
benefits office for this information. Without completion of all items 
in this section, ICMA-RC may not be able process your request.   

3. transfer request

The dollar amount of the transfer should be provided to you by 
the DB plan administrator. ICMA-RC will process this transfer as 
soon as possible unless you indicate a date in the future.

if requesting a wire, please attach the wire transfer 
instructions on a separate sheet, including: bank 
name, aba #, account name, account number, and 
secondary bank information (if the wiring instructions 
include an intermediate financial institution).

You are responsible for making sure your transfer request meets 
the requirements of the DB plan to which you are transferring.

4.  docuMentation of eligibilitY for transfer

In this section, you certify the dollar amount requested in Section 
3. You may do this in one of two ways:

check box a if you have documentation from your DB plan 
provider that certifies the transfer amount you requested. The 
amount on the document must match the amount you requested in 
Section 3. Include a copy of this documentation when you send 
this request to ICMA-RC.

check box b if you don’t have documentation, and have 
Section 4 signed by an official of your DB plan (a trustee or other 
authorizing official). By signing, the DB plan provider is certifying 
that the amount you indicated in Section 3 is eligible for transfer.

If the documentation or authorizing signature is not supplied, 
ICMA-RC cannot process your request. 

5. participant signature

Sign and date the completed form to authorize the transfer.

important note: If you are married, requesting a transfer from 
a 401 plan, and your employer has elected the Qualified Joint 
and Survivor Annuity (QJSA) option, your spouse will need to 
consent to the transfer. This is done by completing and returning 
the Waiver of Qualified Joint and Survivor Annuity form. The form 
is available by calling ICMA-RC at 800-669-7400 or online at 
www.icmarc.org/forms. 

6. eMploYer signature

Your employer must approve and sign the completed form before 
ICMA-RC can process your request, unless we have already been 
notified of your separation from service by your employer. Failure 
to obtain the required employer
signature could delay the processing of your request. 

Mailing or faxing instrictuions

Completed forms should be mailed to:

ICMA-RC
Attn:	Workflow	Management	Team
P.O. Box 96220
Washington, DC 20090-6220

For more timely processing, you may fax the completed forms to 
ICMA-RC.	Forms	can	be	faxed	to	the	attention	of	the	Workflow	
Management Team at 202-682-6439.


	undefined: 
	401a profit-sharing: Off
	401k: Off
	Repayment of Prior Refund: Off
	As soon as possible: Off
	month  day  year: Off
	A: Off
	B: Off
	title: 
	undefined_2: 
	undefined_3: 
	undefined_4: 
	undefined_5: 
	undefined_6: 
	undefined_7: 
	undefined_8: 
	undefined_9: 
	undefined_10: 
	1: 
	2: 
	Text127: 
	Text128: 
	Text129: 
	Text130: 
	Text131: 
	Text132: 
	Text133: 
	Text134: 
	Text135: 
	Text136: 
	Text137: 
	Text138: 
	Text139: 
	Text140: 
	Text141: 
	Text143: 
	Text144: 
	Text145: 
	Text146: 
	Text147: 
	Text148: 
	Check Box149: Off
	Check Box150: Off
	Check Box151: Off
	Check Box152: Off
	Check Box153: Off
	Check Box154: Off


