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MERS Defined Contribution Plan

*Investment and administrative-related expenses will be deducted from your account. 

Employer 

Contributions
Employee 

Contributions

Account 

Balance*
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MERS Defined Contribution Plan

*Investment and administrative-related expenses will be deducted from your account. 

Investment 

Earnings/Losses

Account 

Balance*

Employer 

Contributions
Employee 

Contributions
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Vesting

Ways to become vested with employer contributions:

Meet service 
requirements

Work until you 
reach automatic 

vesting age

Pass away 
while actively 

employed

1 2 3
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If contributions are 

fixed, how do I save 

more?

Supplemental 

Savings
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457 IRA&

A supplemental savings program 

sponsored by employers

A special retirement account 

available to any municipal employee 

and their spouse

Pre-tax assets are available to use 

as soon as you leave employment, 

or you can keep assets invested

Account available without penalty 

once you reach the age of 59½ or if 

you have a qualified reason

Definition

Pre-tax & Roth options available Pre-tax & Roth options available

2023 Limit: $22,500 or 

     $30,000 if 50+

2023 Limit: $6,500 or 

     $7,500 if 50+

Contributions

Using Your Account
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Defining Your 

Retirement 

Goals
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How Much Is 
Enough? 
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How Much Is Enough? 

MERS of Michigan | 13

A general rule of thumb is to save

of your pre-retirement income

80%

For example, your salary was $75,000 you should have 

$60,000 for each year of retirement saved up

If you plan to retire at age 65 and expect to live 

to 90 years of age, you’d need

$1.2 million



Adequate Savings Rate

To reach retirement savings goals, save between 10-15% of your paycheck

Retirement 

Savings
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Mary’s Retirement 

Income Sources

Social Security

• Projected benefit at 65: $1,531/month

DC Plan

• Employer Contribution: 7%

• Mary’s Contribution: 3%

• Current Balance: $295,000

Supplemental 
Savings

• Mary’s Contribution: 4%

• Current Balance: $110,000
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Mary’s Income Needs at Retirement

Mary's Earnings until Retirement

Mary’s earnings at retirement:

Income Replacement Goal:

Target Annual Income:

Monthly Income:

$75,000

x 80% 

$60,000

$5,000

$62,750

$69,281

$75,000

55 56 57 58 59 60 61 62 63 64
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Mary’s Income Needs in Retirement

Projected Income Needs through Retirement

$60,000
$66,245

$73,140
$80,752

$89,157
$98,436

$104,461

65 70 75 80 85 90 93

Mary’s Total Income Needs (ages 65 - 93):

$2,325,000
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Mary’s Projected Account Balances 

at age 65

Social 
Security

• Projected benefit at 65: 
$1,531/month

DC Plan

• Current Balance: $295,000

• Account Balance at 65: 
$630,243*

Supplemental 
Savings

• Current Balance: $110,000

• Account Balance at 65: 
$237,530*

*Assumes 6% rate of return

Currently makes $62,750/year
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Projecting Mary’s Retirement

Mary’s 80% Income Goal
Upon retirement at age 65, she wants to have at least $60,000/year or 

$5,000/month

Mary’s Current Projection
Upon retirement at age 65, we 

estimate she’ll have 

$58,248/year or $4,854/month

Estimated monthly income 

in future dollars:

457 Account:      $884

DC Account:   $2,439

Social Security:   $1,531
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Strategies To Address

Option 1

Mary’s Goal
 $60,000/year or $5,000/month

Increase 457 or IRA contributions from 4% to 8%

Mary’s Projection
 $60,396/year ($5,033/month)

Estimated monthly income 

in future dollars:

457 Account:   $1,063

DC Account:   $2,439

Social Security:   $1,531
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Lower your income replacement goal

Strategies To Address

Option 2

Mary’s New 75% Goal
 $56,250/year or $4,688/month

Mary’s New Projection
 $58,248/year ($4,854/month)

Estimated monthly income 

in future dollars:

457 Account:      $884

DC Account:   $2,439

Social Security:   $1,531
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Strategies To Address

Option 3

Mary’s Adjusted Goal
$61,200/year or $5,100/month

Delay retirement by 1 year to age 66

Mary’s Projection
$64,932/year or ($5,411/month)

Estimated monthly income 

in future dollars:

457 Account:   $1,016

DC Account:   $2,693

Social Security:   $1,702
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Personalized 

Tools
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Putting Your Plan Together
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Putting Your 

Plan Together
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Putting Your 

Plan Together
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Pre-

Retirement 

Planning
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Develop Your Investment Strategy

LONGEVITY
The risk your money runs 

out before your death

INFLATION
The risk your purchasing 

power decreases

RATE OF RETURN
The risk of having low returns from 

both short and long-term investments

K
E

Y
 F

A
C

T
O

R
S
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Longevity

Life 

Expectancy

Target Age 

to Save For

86 years

91 years

88 years

93 years

92 years

97 years

65-year-old 

Male

65-year-old 

Couple*

65-year-old 

Female

“Target Age to Save For” is the Life Expectancy age plus five years in order reduce the chance of 

running out of assets to draw down.  

Source: https://www.longevityillustrator.org/calculator, using the 2017 Social Security Administration 

mortality table, with future mortality improvement using the Society of Actuaries RP-2019 scale, for an 

individual of “average health” and a “non-smoker.” 
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Inflation

34%
$6,720

81%
$9,031

143%
$12,136

22%
$6,095

49%
$7,430

81%
$9,057

$5,000 0%
$5,000

$4,500

$5,500

$6,500

$7,500

$8,500

$9,500

$10,500

$11,500

$12,500

65 75 85 95

RETIREMENT AGE

  Inflation of 3.5%   Inflation of 2.0%   No Inflation

Example shows the impact of inflation on 

retirement income needs in retirement. 
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Investments
Late Career
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Investments
In Retirement
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Investments

Example: Participant retires at age 60, and draws 

down a $500,000 account balance by taking a 

$2,000 monthly payment, adjusting it upward with 

inflation at 3.0% each year.

3.0% Return 5.5% Return

How Long Would Monthly Payments Last?

86 Years Old

95 Years Old

Should I move my retirement to low-risk investments?
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Preparing to 

Retire
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Contribute Termination Pay

INCOME CONTRIBUTION TAXES*PAYOUT

$2,880 $0 $3,000

$2,880 $7,200 $864

$7,080

$2,016

$7,200

$7,200

*FICA and Medicare taxes not factored into this example

Assumes a $75,000 annual salary and a final paycheck of $2880 (80 hours x $36/hr.) Assumes 200 hours 

were cashed in for a total payout of $7200. Assumes a 30% tax withholding. This example is only for 

illustrative purposes only and does not constitute tax advice. Your situation will depend on your specific 

circumstances and you should consult with a tax advisor before making taking action.”

By contributing 100% of your final payout to retirement savings,

you would save $2,136 in taxes.

PAYCHECK
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Consolidate 

Your 

Retirement 

Accounts
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Create Your Distribution Plan

Before 

Age 55

Between 

59½ -72
After 

Age 72
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Distribution 

Options
Lump Sum Payments
Receive a full or partial amount of 

your account balance

Periodic Payment 

Options (Installments)
Receive a set amount monthly, 

quarterly, semi-annually or annually 

until your balance is exhausted
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Tips in 

Retirement 

& Key 

Takeaways
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Retirement Tips

Spend Wisely

Maintain an 

Emergency Fund

Keep 

Beneficiaries 

Up-to-Date

Stay in Touch

Enjoy!
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Key Takeaways

Set up your myMERS account. Make sure your 

beneficiaries are up-to-date! Calculate your benefit 

estimates!

Contribute to a MERS 457 or IRA to supplement your 

pension and Social Security

Attend MERS webinars and other educational events to 

learn more about planning for retirement.

Learn about your Social Security and Medicare options at 

www.ssa.gov. MERS also hosts several webinars focusing 

on Social Security and Medicare throughout the year. Event 

details and registration can be found on our website. 
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MERS of Michigan

1134 Municipal Way

Lansing, MI 48917 

800.767.6377

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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