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• Beneficiary Information

• Applying for Retirement

• Tools for Retirement Planning Success
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Understanding Your 
Defined Benefit Plan



MERS Defined Benefit Plan

• The MERS Defined Benefit Plan is a lifetime pension 
benefit provided to vested participants in retirement

– Vesting is the required amount of service you must earn to receive 
a benefit

• The benefit does not fluctuate due to investment gains 
or losses
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How are Defined Benefit Plans Funded?

• Defined benefit plans are funded by 
the employer, the employee, or a 
combination of both

• Nearly 2/3 of MERS participants 
contribute to their pension plan — the 
average contribution rate is 6%

• All employee contributions are immediately 100% vested

• If you leave employment before vesting you may request a 
refund of your contributions
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MERS Defined Benefit Plan 

Your defined benefit plan is made up of three components: 
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Final Average Compensation

Final Average Compensation (FAC)

• Average of the highest consecutive wages earned 
over a period determined by employer 

• Compensation is defined by your employer

X
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Finding Your FAC in myMERS

MERS of Michigan | 9



Finding Your FAC in myMERS, cont’d.
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Service Credit

Service Credit 

• Earned each month of work that meets employer’s requirements

• Service credit is reported to MERS by your employer

• You can view service credit history through myMERS 

• Includes any service credit purchases 

X X
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Finding Service Credit in myMERS
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Finding Service Credit in myMERS, cont’d.
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Benefit Multiplier

Benefit Multiplier 

• Specific percentage adopted by employer for 
each division

• Multipliers range from 1.0% to 2.50%

• Benefit maximum of 80% of Final Average 
Compensation for multipliers at 2.25% or more

X XX
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There has been a 72% 
increase in divisions 
bridging to lower 
multipliers over the 
past 3 years



Finding Your Benefit Multiplier in myMERS 
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Accessing Your Benefit Statement 
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Calculating Your Personal Benefit
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Calculating Your Personal Benefit, cont’d.
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Beneficiaries



Naming Your Beneficiary

One of the most important things you can do 
for yourself and your family is to name a 
beneficiary for your retirement benefit, and 
keep it updated 

Three types of beneficiary designations: 

1. Survivor Beneficiary 

2. Primary Beneficiary

3. Contingent Beneficiary
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Beneficiary Designations
Unless otherwise specified, your spouse is always 
your Primary Beneficiary and Survivor Beneficiary 
unless they waive their right in writing

Survivor Beneficiary
• One person who would receive a lifetime 

benefit if you are vested and die before you are 
eligible to receive your benefits 

Primary Beneficiary
• Receives a lump sum refund of your 

accumulated contributions (plus interest) if you 
die before you are vested and eligible for your 
benefits 

• You may elect more than one Primary 
Beneficiary; they would each receive an equal 
portion of your contributions (if any) and 
interest earnings in one lump sum
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Beneficiary Designations

Contingent Beneficiary
• Receives a refund of your contributions (plus 

interest) if you and your named Primary 
Beneficiary die before you are vested and 
eligible to receive your benefits

• You may name more than one Contingent 
Beneficiary; they would each receive an equal 
portion of your contributions (if any) and 
interest earnings in one lump sum
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Finding your Beneficiary
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Finding Your Beneficiary, cont’d.
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Changing Your Beneficiary

MERS of Michigan | 25



Changing Your Beneficiary, cont’d.
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Retirement Information
- Retirement Eligibility

- Pension Payment Options
- Application Process

- Living  and Working in Retirement



Retirement Eligibility 
• You are eligible to receive full retirement 

benefits once you meet the age and 
service requirements defined by your 
employer

– Normal retirement age can range 
from 60 – 70 and vested 

• Early Retirement Options 
― At age 50 with 25 or 30 years 

of service
― At age 55 with 15, 20, 25, or 30 

years of service
― Any age with a minimum of 20-30 

years of service, in whole numbers

Reduced Retirement 
Benefits

If you would like to know 
the impact retiring early 
will have on your 
retirement benefit, it is 
recommended that you 
use the DB calculator in 
your myMERS account 
to get more information.
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Pension Payment Options
Prior to submitting your retirement application to MERS, you’ll want 
to select a pension payment option

Straight Life

• Highest benefit at 
retirement

• Benefit applies only 
to retiree (no 
beneficiaries)

Life with 100%, 75% 
or 50% to survivor

• A benefit for the 
retiree and one 
beneficiary

• Reduction for retiree 
based on life 
expectancy of both 
lives

• If survivor beneficiary 
predeceases retiree, 
retiree reverts to 
Straight Life option

• Beneficiary may not 
be changed after 
retirement

Life with 5, 10, 15 or 
20 years certain

• Retiree receives 
benefit for life

• If retiree dies before 
the period certain 
ends, the 
beneficiary(s) will 
equally share in the 
benefit until the 
period certain ends

• Multiple beneficiaries 
allowed

• Beneficiaries can be 
changed
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Payment Option Example: Meet Jane

Jane is retiring from the City of Tree with a final average compensation of $45,000.     
She has worked there for 25 years. Her benefit multiplier is 2.25%. 

Jane is married with one child and wants to know what her pension payment options are.  
She went online to the DB calculator and calculated her benefit estimate.
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Jane’s Payment Options

Straight Life Formula
$45,000 x 25 x 2.25% = $25,312.50 ÷ 12 = $2,109.38

Beneficiary Option Formula:  Straight Life Monthly Benefit x Factor = Benefit

Payment Options Factors At 8/1/2017 (60 years, 0 months)

Straight Life 1.00000 $2,109.38

Option II 100 percent to survivor 0.88811 $1,873.36

Beneficiary Benefit $1,873.36

Option IIA 75 percent to survivor 0.91367 $1,927.28

Beneficiary Benefit $1,445.46

Option III 50 percent to survivor 0.94074 $1,984.38

Beneficiary Benefit $992.19

Option IV 5 years certain 0.99377 $2,096.24

Option IV 10 years certain 0.97718 $2,061.24

Option IV 15 years certain 0.95390 $2,012.14

Option IV 20 years certain 0.92687 $1,955.12
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Applying for Retirement

Enjoy your retirement!
Your retirement date will be the first day of the month following your termination date, or the first day of the 

month following MERS receipt of your completed retirement forms and information, whichever is later

You will receive your preliminary benefit calculation estimate
We’ll send a personalized preliminary calculation of benefits and a letter confirming your retirement elections

We begin processing your application
It can take up to six weeks to review your file and begin processing your information

Submit MERS Application for Defined Benefit Retirement
Complete the application 45 – 90 days before desired retirement date 
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Living in Retirement 

You’ll receive a quarterly statement of your benefit, 
which also includes important information and 
updates about your benefits. 

Pension & Taxes 
• Each January, MERS will mail you a 1099-R 

form, which is necessary to file your income tax 
• Your pension is subject to applicable federal and 

state taxes 
• You choose how you want taxes to be withheld 
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Working In Retirement 
• There are no restrictions if you decide to return 

to work at a place other then the municipality you 
retired from

• If you retire and later return to the same employer 
you retired from, there are restrictions that can affect 
your MERS pension

When Returning to Work with the Same Employer

• You must have bona fide separation before returning to work, per IRS 
rules. This means no formal or informal agreement to return to work 
prior to retirement

• You must complete the appropriate Dual Certification form, signed by 
both you and your employer, and submit it to MERS
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Policies for Regular Employees vs Elected/Appointed Positions

Working In Retirement 

Elected/Appointed Positions

• If you are re-elected/appointed 
to the same position, you must 
have two years of separation

• If you are elected/appointed to a 
different position, you must 
have at least 60 days of 
separation

• You are not subject to any 
hour limitation

Regular Employees

• You must have at least 60 days 
of separation

• You may work up to 1,000 
hours in a calendar year
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Tools for Retirement 
Planning Success



Snapshot Reports
• These reports are mailed out to you annually at no cost

• Combines all MERS retirement accounts and 
Social Security in one place, to give a “Snapshot” of 
retirement readiness
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• Within the Full Picture Report Builder, you have the ability to customize your 
retirement goals and add in spouse information and non-MERS retirement 
accounts to create a "Full Picture" of your retirement readiness

• Only you will have access to the information within the report

• Log in to your Full Picture report builder through your myMERS account

Get the Full Picture
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Your Resources

MERS of Michigan | 39

myMERS Online 
Account

Pizza & Planning 
Events

Quick Bite 
Webinars

Retirement 
Readiness 

Reports
Social Media

Service Center

Ongoing 
Education & 
Statements



Key Action Items
• If you haven’t already done so, create and log in to your 

myMERS account

• Complete your Full Picture Report (available in your 
myMERS account) and review it often to make sure you are 
on target to reach your retirement goals

• Designate your beneficiaries, or update them if needed

• Take advantage of additional savings opportunities such as 
a 457 program

• Visit mersofmich.com for additional retirement tools 
and resources
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MERS of Michigan

MUNICIPAL EMPLOYEES’ 
RETIREMENT SYSTEM

1134 Municipal Way
Lansing, MI 48917 

800.767.MERS (6377)

www.mersofmich.com

This presentation contains a summary description of MERS benefits, policies or procedures. MERS has made 
every effort to ensure that the information provided is accurate and up to date. Where the publication conflicts with 
the relevant Plan Document, the Plan Document controls.
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