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Accessing Your Full 
Retirement Picture



What is an Adequate Savings Rate?
• 80% income replacement rate is the industry standard
• The average couple should plan to spend about $15,000 per year 

on out-of-pocket health care expense in retirement. 

How confident are you that your basic and health care 
expenses will be covered in retirement based on your 

current savings strategy?
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*Source: Employee Benefit Research Group



Meet Paula

Meet Paula
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Paula’s Profile
Current Age 37
Retirement Age 62
Current Income $45,000
Retirement Plan Defined Benefit Plan



Meet Tim

Meet Paula’s spouse, Tim
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Tim’s Profile
Current Age 39
Retirement Age 65
Current Income $50,000
Retirement Plan: 401(k)



Full Picture Report Builder
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Enter Your Information
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Full Picture Report Builder

Information already entered:
• Age
• Income
• MERS Benefits

Information you may add:
• Spouse’s Information
• Outside Accounts
• Other Contributions
• Customized Retirement 

Goals



Get Your Full Picture Report
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Projected annual shortfall 
during first year of retirement

$3,786
ANNUAL SHORTFALL

Projected shortfall over 
25-year period in retirement

$94,650
LONG-TERM SHORTFALL



Types of Retirement 
Accounts



Types of Accounts
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Retirement
Plans

Supplemental
Savings

Programs

Health Care Programs



Retirement Plans
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Steady Income Stream

Account Balance

Year 1 2 3           4           5 6 7 8 9 10         11…



Supplemental Savings Programs
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Benefits: 
• Extra way to save money 
• Act as an emergency 

savings fund
• Start and stop contributions 

at any time



Health Care Programs
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Tax-Advantaged Retirement Accounts

ROTH 401(k)
401(k)

IRA

457(b)
ROTH 457(b)

ROTH IRA

Retirement 
Investment Account 

Tax-Advantaged
Earn Wages

For Profit Wage 
Earner

Municipal employee 
wage earner 

(MERS Employer)

All Wage Earners
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Understanding 
457 Supplemental 
Savings Programs



What is a 457 Supplemental Savings Program? 

• Voluntary program in which a portion of your salary is 
deposited into an invested account that you manage

• Benefit is based on the total amount of money in 
your account 

• Available for you to use, penalty-free, once you leave 
employment, regardless of your age

• Employer adoption is necessary to enroll

MERS of Michigan | 17



Contributions 

You choose how much

Start, stop or change your 
contributions at any time
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Contributions are made before taxes are calculated, therefore 
reducing your taxable income
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Pre-Tax Contributions 

PERCENTAGEFLAT DOLLAR AMOUNT

OR

Income taxes are due when money is withdrawn 
from the account.



Contributions are made on an after-tax basis
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Roth Contributions 

PERCENTAGEFLAT DOLLAR AMOUNT

OR

Contributions and earnings can be withdrawn tax-free, 
if requirements for qualified distribution are met: 

− At least age 59½ 
− 5-year waiting period



Tax Benefit Comparison 
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Calculators on mersofmich.com
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Contributions cannot exceed 100% of gross compensation, per IRS
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Annual Contribution Limit

2018 
Limit $18,500



Catch-Up Contributions

2 Normal Catch-up 
Contributions

Age 50 Catch-up 
Contributions1

2
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Rollover/Transfer Contributions 
• 457 programs provide an option to consolidate 

retirement savings under one plan

• Eligible rollovers include: 
– Qualified Plans (ex: profit sharing, 401(k), money 

purchase and defined benefit plans)

– 403(b)

– 457(b) 

– IRAs (including traditional, SIMPLE and SEP) 
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Hardship Withdrawal Feature
• Some 457 programs offer an emergency 

withdrawal option in the event of a severe 
financial hardship

• Unlike a loan, you do not have to pay back an 
emergency withdrawal
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Individual Retirement 
Account (IRA)



Individual Retirement Account (IRA)
• An IRA is a tax-advantaged 

individual retirement account
• MERS IRA is available to ALL current 

and former employees (and their 
spouses) of municipalities with 
a MERS retirement product

– 401(a) Plan (Defined Benefit, 
Defined Contribution & Hybrid)

– 457 Program

• No employer adoption required
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NEW!



IRA Options
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Two types of IRAs

ROTH TRADITIONAL



You must be earning taxable income to contribute to an IRA
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Annual Contribution Limit

2018

Under Age 50
$5,500

Age 50+ 
$6,500



Flexible Saving Option
• Both Roth and Traditional IRAs allow you to withdraw 

money for qualified expenses:

Education expenses for you, your spouse, your 
child or grandchild

Buying or building your first home (up to $10,000)

Unreimbursed medical expenses

• There is no penalty for withdrawing money for qualified 
expenses, although you may be required to pay 
income tax
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Key Differences – Roth vs. Traditional
Roth Traditional

Tax Advantages Contributions are made post-
tax; qualified withdrawals 
provide tax-free income

All or a portion of 
contributions may be tax 
deductible; all withdrawals 
are subject to income tax

Income Restrictions Yes, but income limits apply Yes, no income limit

Age Restrictions on 
Contributions

None Must be under age 70½ 

Early Withdrawal 
(Before Age 59½) 

Withdrawal of contributions
– no penalty any time
Withdrawal of earnings –
10% penalty and income tax

10% penalty and income tax 
on any amount withdrawn
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Key Differences – Roth vs. Traditional, cont’d
Roth Traditional

Taxes on Withdrawals 
(After Age 59½)

No Yes

Required Minimum 
Distributions (RMDs)

No Yes

Beneficiary Taxes 
(After IRA Owner’s Death)

No Yes

Rollovers Accepts rollovers from Roth 
457 programs, Roth 401(k) 
plans, and Roth IRAs

Accepts rollovers from pre-tax 
457 programs, 401(k) plans, 
and traditional IRAs
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Why Choose a Roth IRA?
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Tax-free Earnings

Emergency savings

Estate planning



Why Choose a Traditional IRA?
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No income limit

Rollovers

Tax deduction



Frequently Asked Questions
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• Yes

Can I enroll in both a Roth IRA and Traditional IRA?

• Yes

Can I enroll in both a 457 and an IRA?

• More retirement savings!
• Additional flexibility on withdrawals

Why would I want to have both plans?

• Employer adoption
• Spouse access
• Annual Contributions
• Legacy planning

What are some factors to consider when opening a 457 or IRA?



Health Savings Account 
(HSA)



What is a Health Savings Account (HSA)?
• A savings account for the purpose of funding qualified 

medical expenses

• Used to supplement current insurance coverage

• You may have access to an HSA through your current 
employer

– If not, banks, credit unions, insurance companies or other 
IRS-approved vendors offer them
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Eligibility
• Must be enrolled in a high-deductible health plan, 

either through your employer or the marketplace

• High deductible-health plan is classified as having a 
minimum deductible of $1,350 per year for an 
individual or $2,700 for a family
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Advantages
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Money can be deposited into an HSA on a pre-tax basis

You are not taxed on any account withdrawals for qualified 
medical expenses

Interest earned on your HSA funds is not taxed

You can carry over your account balance annually

Any account balance not used at age 65 may be used tax-free 
in retirement for qualified medical expenses



Qualified Expenses
Typically you, your spouse and any dependents claimed 
on your tax return can use your HSA funds for:

• Doctor’s visits 

• Medications

• Medical equipment 

• Dental care 

• Vision care 
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You must meet eligibility requirements to contribute
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Annual Contribution Limit

2018

Single
$3,450

Family
$6,900



Putting a Plan into Action



Paula & Tim
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Projected Annual Gap in 
Retirement Savings: 

$3,786



New Savings Strategy – Health Care
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New Savings Strategy – Retirement 
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Enrollment Information



457 Program
• Enrollment is easy with 

MERS 457 Quick 
Enrollment Form

• Complete form and 
return to your employer

• Form is available online 
at www.mersofmich.com
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IRA

• Stop by the IRA booth today 
to receive additional 
information
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Contacting MERS of Michigan

51

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.


