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* How much is enough?
 Retirement iIncome sources

» Strategies to meet your financial goals Iin
retirement

* Visualizing your retirement check
* Resources and key takeaways
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How Much is
Enough?

<@MEKS@
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Identifying Target Income Replacement

$ X | =

Your estimated Multiplied by Equals your
salary the year 80% target goal

you retire



Personalizing Your Goal

Expenses Income

S Vehicles Savinas

(loans, maintenance, iﬁ g

insurance, gas)

NN _ _

A Utilities Social Security
4 Housing .
ﬂ (mortgage, insurance, E Retirement Plans

maintenance, taxes)

OMERS
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Budget Resources

Gather Information

©MERS

e Laphywr Rafivremt by

Entar manthly expansas for the fallowing items. Total sach category and calculate menthly expensas.

Housing/Utility

Rent/martgage
Haating
Electrigity
Water/sawage
Rentarhomamwner insuranca
Trash service
Telephonedcel phana
Hama maintenanca
TOTAL

@ o e R R R R R R

Gas
Car payrmant(s)
Car nsurance
Car maintananca
Car ragistration
Public transportation
Parking/ells

TOTAL

Transportation

R Y

Haalth

Lite

Disabilty
TOTAL

@ @ o

Grocerias
Wark related unchdsnacks)

Dactor visists

Dental/vision

Praseriptions.
TOTAL

&
&

TOTAL §

® e e

Childcare

Daycarabatysitting &
Child support/alimoey $
TOTAL &

Tuiticr

Books/supplias

Mews/media subscriptions.
TOTAL

® W m e

Personal
Barber/salon services
Tailertries/cosmeatics
Chidren's allowancas
Tebacee preducts
Beer/wina/liquor
Clathing
Laundry/dry learing
TOTAL

R N Y

Entertainment

Sparting eventaconcarts/ate. %
Movias &
Restaurant/take-out &
Internat sanica &
TV subscription &
Gambling/lottery &
Filness/social clube &
Vacation/ravel &
Hobibies &

TOTAL &

eots |

Studant loan §
Credit card &
Medical bills &
Parsonal loars &

TOTAL |3

B

Emargancy Fund &
Down paymert fund &

TOTAL &
Met Morthly Income &
— Total Monthly Expensas &

=TOTAL Gash Flow &

(disposabla/defici)
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My Documents

©

Log out

FINANCIAL WELLNESS View All

«

m

Qut of 100

You are doing good. Improve your financial life
today by going through the workouts

MY BUDGET

i

Smarter spending and saving can make a big impact on your financial
health. Not sure where to start?

Use our budgeting tool to help you understand your spending and
saving habits.

—
‘ Add a Budget ’
e —




Considerations When Planning

Health care

Life expectancy

Inflation

Tax rates




Planning for Health Care Costs

If you plan to retire before you are eligible for Medicare (pre-65), you can
estimate the cost of purchasing health coverage from the marketplace via
HealthCare.gov using your modified AGIl (MAGI). When determining your MAGI:

» Retirement and investment income are included

« ROTH accounts are not included

eeeeee



Life Expectancy

i
3

80.2

86

Average life expectancy

O,

m
]

74.8

If you reach age 65

T
JL

83

Source: Centers for Disease Control (CDC), 2022
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|
a n n I n g o I PARTICIPANT RETIREE EMPLOYER NEWSROOM MERS Calculatnrs| SEARCH

X

Inflation @MERS
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How long will my retirement savings last?

Use this calculator to see how long your retirement savings will last. This is based on your retirement
S O 3 t e ave ra g e savings and your inflation adjusted withdrawals.

inflation rate in the United " Calculate |  ViewReport |

States iS apprOXi mately You will be able to fund 14 years and 2 months in

4.1 % : retirement.

Retirement savings inputs: A

Cumulative savings at @ $500,000 ' $10k $100k $1m
retirement:” ' ®
Amount you want to ® $40.000 ' $10k $100k  $500k
. ) —.
spend annually in

retirement:”

After tax rate of return in
) (:) - ®
retirement: &%
Expected inflation rate:” (?) e

“indicates required.

*Source: US Inflation Calculator




Taxes In Retirement

How will your taxes change in retirement?

Taxes You’ll Continue or
Start to Pay

Federal and state taxes
Sales tax on taxable goods
Property tax

Social Security benefits, depending
on your income and filing status

Income tax on pensions and defined

contribution and IRA plans (phasing
out in Michigan,; by 2026 pensions and
income from 401(k)s, 401(a)s and IRAs
Wi//) be fully exempt from state income
tax

Capital gains

Taxes That Will be Reduced or
Eliminated

« Payroll (FICA) taxes (Social Security
and Medicare)

e Standard tax deduction increases at
age 65




Required Minimum
Distributions
(RMDs)

When you reach a certain age,
the IRS requires you to
withdraw an RMD annually.

Age
If you turned 72 before 2023

If you turn(ed) 72 after 2022 and
/3 before 2033

If you turn 74 after 2032

72 (or 70 7 if you were born
before July 1, 1949)

73

75

14






Adequate Savings Rate

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

Retirement
®MEKS Savings 16

Municipal Employees’ Refi



Accumulated Savings

Age 30s

Savings Goal

o

The average
compensation of a $62,000 $186,000 $310,000 $434,000
MERS participant is
$62,000




Retirement
Income
Sources

@©MERS
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Retirement Savings Account Types

Supplemental
Savings Programs

Retirement
Plans

Health Care Programs

@ el @
\MERS
Municipal Employees’ Retirement System 19



Guaranteed Sources of

Retirement Income

» Social Security*
 Pension

* Annuity

*If eligible to receive benefits in retirement.



Variable Sources of Retirement Income

Defined Contribution retirement
plan accounts (401(a), 401(k),
457, IRA)

Taxable savings accounts

Health Savings Account
(HSA) or MERS Health Care
Savings Program (HCSP)

Brokerage accounts

OMERS

Municipal Employees’ Refi 21



Guaranteed vs. Variable Income

Guaranteed Income
(Social Security, Defined
Benefit/Pension, Income Annuity)

Variable Income
(401(a), 401(k), 457, IRA, other
savings and investments)

©MERS

Municipal Employees’ Retirement System

Benefits

» Lifetime benefit

* Not subject to market swings

* May include cost of living
increases

» Spending flexibility, especially in
emergencies

« Growth potential through
investment performance

« Can be transferred as gift or
inheritance

Risks

Selected payment option is
irreversible in retirement (DB)

No ability to use for emergency or
legacy purposes

No opportunity to capture market
growth

Must be disciplined when it
comes to spending so you don't
run out of money

Subject to market swings
Prolonged market declines may
mean you can draw less money
Cash-like instruments (money
market, bank savings) may lose
purchasing power over time

22



MERS Defined Contribution Plan

Employer Employee
Contributions @Contributions

Investment
Earnings/Losses

® Account
Balance*®

@ MERS *Note that investment and administrative-related expenses will be deducted from your account.

Municipal Employees’ Retirement System
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|

A supplemental savings program A special retirement account
sponsored by employers available to any municipal
, employee and their spouse

Contributions

Pre-tax & Roth options available | Pre-tax & Roth options available
2024 Limit: $23,000 or , 2024 Limit: $7,000 or
|
!

$30,500 if 50+ $8,000 if 50+

Using Your Account

Pre-tax assets are available to use Account available without penalty
as soon as you leave employment, once you reach the age of 59% or
or you can keep assets invested if you have a qualified reason

©MERS

Municipal Employees’ Retirement System
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Strategies to
Meet Your | |
Financial Goals
in Retirement |— _

\\—(

i

/
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Mary’s Retirement Income Sources:

Let’s look at Mary’s situation.
Social Security

 Projected benefit at 65:
$1,531/month

DC Plan

« Employer Contribution: 7%

« Mary’s Contribution: 3%
e Current Balance: $295,000

Supplemental
Savings

« Mary’s Contribution: 4%
e Current Balance: $110,000

95 and retiring at

age 65

Currently makes . \
$62,750/year P




Mary’s Income Needs at Retirement

Mary's Earnings until Retirement

$75,000
$75,000

$70,000 $69,281
65,000
’ $62,750
$60,000
$55,000
$50,000
55 56 57 58 59 60 61 62 63 64

Mary’s earnings at retirement: $75,000
Income replacement goal: x 80%
Target annual income: $60,000
@MEKS Monthly income: $5,000

Municipal Employees’ Refi

27



Mary’s Income Needs in Retirement

Projected Income Needs through Retirement

104,461
s0g436  J10440
$89,157
$80,752

$66,245 573,140
- . l I
65 70 75 80 85 90 93

Mary’s Total Income Needs (ages 65 - 93):
$2,325,000

4@ — @
\MERS
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Mary’s Projected Account Balances at Age 65

'S\.ﬂ’ 23 ,." RO
“&‘% Currently makes $62,750/year

Sesccl:?iita; { » Projected benefit at 65: $1,531/month

DC Plan { e Current Balance: $295,000

« Account Balance at 65: $630,243*
Supplemental
Savings

*Assumes 6% rate of return.

©MERS

Municipal Employees’ Retirement System

29



Projecting Mary’s Retirement

Mary’s 80% Income Goal

At age 65 when she retires, she wants to have at least $60,000/year or
$5,000/month.

Estimated monthly income in

future dollars: Mary’s Current Projection

Upon retirement at age 65, she
estimates she’ll have $58,248/year
($4,854/month)

457 Account: $884
DC Account: $2,439

Social Security: $1,531
$4,854

30



Strategies To Address Shortfall

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

Estimated monthly income in
future dollars:

Mary’s New Projection:

457 Account:  $1,063 $60,396/year ($5,033/month)

DC Account: $2,439

Social Security: $1,531
$5,033

31




Strategies To Address Shortfall

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

Estimated monthly income in
future dollars:

$884 Mary’s New Projection:

457 Account:
$58,248/year ($4,854/month)

DC Account: $2,439

Social Security: $1,531
$4,854

32




Strategies To Address Shortfall

Mary’s New Goal: $61,200/year or $5,100/month)

Estimated monthly income
in future dollars:

457 Account:  $1,016 Mary’s New Projection:
DC Account:  $2,693 $64,932/year or ($5,411/month)
Social Security: $1,702

$5,411

@ el @
\MERS
Municipal Employees’ Retirement System 33



Additional
Options to
Maximize Your
Retirement
Income

@©MERS
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Think Holistically

When budgeting for future goals, remember that you may have extra
sources of income after you retire including:

 Potential inheritance

* Income from possible downsizing
« Selling your home
 Transitioning from two cars to one

* Reduction in travel expenses going to and from work
« Extra monthly income if all debts are paid off at retirement

 Potential reduction in the amount you are paying for health insurance each
month

» Social Security income

©MERS

Municpal Employees' Ref 36



Get Creative with Your Income Sources

Ideas for Extra Income:
» Adjust your budget

* Think about the things you enjoy doing and consider
turning them into a “side gig” to earn extra money.

* Look around! Selling items on eBay or a similar site
can really add up.



Make Catch-Up Contributions

The combination of extra contributions along with compound interest can have a big impact on your retirement
savings.

$50,000
$50,000 I Contribute maximum
annual limit

Age 50

$2

01,168.00
$244,774.00

Age 55
JContribute maximum

annual limit
$405,072.00 +maximum catch-up

Age 60 o
ge $507,496.00 contribution

$505,235.00

Age 62

$636,669.00 ]

26% more!

$0 $100,000 $200,000 $300,000 $400,000 $500,000 $600,000 $700,000

©MERS
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Account Balance

This example assumes a starting account balance of $50,000 invested 38
for 12 years with a 6% rate of return.



Revisit Your Investments

How long would monthly payments last?

95 Years Old

86 Years Old

3.0% Return 5.5% Return

Example assumes a participant retires at age 60 and draws down a $500,000 account balance
7 by taking a $2,000 monthly payment, adjusting it upward with inflation at 3.0% each year.

@MERS

Municipal Employees’ Retirement System
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Consider Your Withdrawal Strategy

Common Strategies:

\ 4 R

_m a U U
4% Withdrawal Fixed Dollar Fixed Percentage Systematic
Withdrawal Withdrawal Withdrawal

[ S®
@ MERS
Municipal Employees’ Retirement System
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Weigh Your Social Security Options

Benefits of waiting to collect Social Security monthly payments

$2,500

$2,265
(124%) —

2,000
\ $1,827
(100%)

$1,500

$1,000

62 63 64 65 66 67 68 69 70
(FRA)

©MERS
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Social Security Impact on Distributions

Using the calculators on the MERS website, you can determine how long your account balance will last you in
retirement, based on the amount you pull out each year.

Example #1 —
» Delay collecting Social Security
« Monthly financial need = $6,000.00

Distribution information: ~
Calculate:™ (2) | Years balance with last v If JRels have an account balance of
$800,000.00 and plan to take a
Starting balance:* (7) |$800,000 ¥ T " distribution of $6,000.00/month
Amount of distribution:* (7) | $6,000.00 0@tk $100k  SS00k starting in year 1 of retirement, your

savings will last you

Years of distributions: (7) |15

Annual return:* (7) | 4% u 5% 12% 1 4 d 7 th
Expected annual inflation 39 0% 4% 8% 12% ye a rs a n m o n S

rate:”

Distribution frequency:™ @ Manthly e

Increase distributions @

annually:™
©MERS
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No adjustment ~




Social Security Impact on Distributions,

cont’d.

Example #2:

» Begin collecting Social Security at age 62 with your spouse

« Monthly Social Security payment = $1279.00 each ($2,558.00 total)
« Monthly financial need = $6,000.00 - $2,558.00 (SS income) = $3,440.00

Distribution information:

Calculate:™ (?)

Starting balance:” (2)
Amount of distribution:* (2)
Years of distributions: (?)

Annual return:* (?)

Expected annual inflation
rate:”

Distribution frequency:” @

Increase distributions @

~
Years balance with last v
$800,000 30 $10k S100k__ gim
$3,440.00 g ST 5100k S500k
37
4%, 0% 4% 8% 12%
0% .4% 8% 12%
3%
Monthly ~
Mo adjustment ~

annually:”
©MERS

Municipal Employees’ Retirement System

If you have an account balance of
$800,000.00 and plan to take a
distribution of $3,440.00/month

starting in year 1 of retirement and

start to draw Social Security at age 62,

your savings will last you

36 years and 3 months

44



Current You
1234 Main Street

Tree, MI 12345 DATE 6/6/2035
Vi lizing Y
Isua IZI ng Ou r pay 10 THE FUuture You 4,231.62
ORDER OF
]
Retl reme nt Four Thousand Two Hundred Thirty One and 62/100 54 DOLLARS
MEMO Monthly Retirement Income Yowr Savings & Social Secuuity

Paycheck

"e23iL5E098” 1250050 LdB3 EBS

©MERS

Municipal Employees’ Retirement System



myMERS Financial Wellness

@ME}{S Accounts FinancialWellness_l Budget My Documents Log out

ACCOUNTS Compact | View All FINANCIAL WELLNESS Uiewkml |

. «
Retirement §$50,000.00 You are doing good. Improve your financial life
41 today by going through the workouts
Sample City 457 $30.000.00 ¢ Out of 100
MERS - 8478
Sample City HCSP $20,000.00 :
MERS » 8478 MY BUDGET
Defined Benefit 3 Smarter spending and saving can make a big impact on your financial

ﬁ health. Not sure where to start?

Use our budgeting tool to help you understand your spending and
saving habits.

Add a Budget

©MERS

Municipal Employees’ Retirement System

46



Retirement Workout

Your Income & Savings

Please include information that will
help us personalize your retirement
picture.

Confirm or Update Annual Salary

$62,000.00
WE|CDI’T‘I e baCk WE' re g Iad }"DU'I'E Where do you plan to live in retirement?
r
hE re. Michigan -

Your current balance in MERS of Michigan

In the following steps you'll be 45715 8316 76
able to tell us if anything has

changed since the last time you

logged in. You can also track the MERS of Michigan HCSP
progress you have made towards Account Ower:Participant

. Balance: $11477 - Last Updated: Sep 3, 2024
your retirement goal and make
changes to your savings strategy, MERS DB Monthly Pension
. . Account Owner: Participant
If des I red . Monthly Benefit Amount: $14 99 - Last Updated: Sep 3,

2024

LE"'S G ET STARTED| Do you have a_balance_in any savings
accounts outside of this plan, such as a
bank account, IRA or 401(k)?

By proceeding you agree to these terms of service No M Yes

©MERS
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Retirement Workout

©MERS

Municipal Employees’ Retirement System

Improve Your Path To Success

Your Projected Retirement Income

84%

of goal

Needed at age 65: Monthly Income Sources

M - T
Strategy estimate:

M:ZDDJ}D o l social Security 5800.00 ] Outside Savings s800.00
(not gueranteed) B This Plan 52,600.00 B Deficit s800.00

i} ~
Increase Your Contribution Rates Consider Adjusting These

Pre-Tax:

BACK

= Amount Needed: S 00000
(e rrarsh in retingment) :
Retirement Age: = 65

Selected Investment Portfolio:
Multiple Investment Portfolio

Estimated Return: 6.2% (not quaranteed)
CHAMNGE INVESTMENT

CONTINUE

48



Improve Your Path to Success

Municipal Employees’ Retirement System

84%

of goal

Improve Your Path To Success

Your Projected Retirement Income

Needed at age 65: Maenthly Income Sources

M .
Strategy estimate:

£4,200.00 l Social Security ss00.00 | Outside Savings se00.00
(not guaranteed) BmnisPians2e0000 W Deficit seoo.00

Increase Your Contribution Rates Consider Adjusting These

Fre-Tax:

Post-Tax (Roth):

B% . Amount Needed: $ 5000.00

(par Froreh in retingrt)

= 5% Retirement Age: =] 65

$375.00

estimated impact
to current bl-weekly paycheck Selected Investment Portfolio:

Multiple Investment Portfolio

BACK

Estimated Return: 6.2% (not guaranteed)
CHANGE INVESTMENT

CONTINUE
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Paycheck Estimates

Paycheck Estimates

Current Paycheck B Retirement Paycheck

Current Per Paycheck Estimate

This is an estimated breakdown of your current paycheck if you
were to implement the selected savings strategy. Note this is
for illustrative purposes only and may not be a fully accurate
estimate of your adjusted take-home pay.

% @m = oare 0770172024 ol

¥ 10 Tl ——

P )
caoen or _Toggegi hyiv 320

| Two Thousand Seventy-Eight and 8100

| wiwo Bi-weokly take home pay Hese s d empelogrs

|-:iH|.‘=F.1l-!r: OLEILSLTAS  B1AL
Gross Wages §2,884.62
Pre-Tax Contribution -$230.77
Taxable Income $2,653.85

Healthcare or Other Deductions -$0.00

Federal Income Taxes -$403.37
ND State Income Taxes -$28.17
Post-Tax Contribution -$144.23

Estimated Net Take Home Pay $2,078.08

Paycheck Estimates

Current Paycheck . Retirement Paycheck

Monthly Income In Retirement

Here's what an estimated -$375.00 impact to your current
paycheck could mean in monthly retirement income (after
taxes). This is only an estimate and the projected amounts are
NOT guaranteed.

szm q)/m oaTe 0BIDB/2059 R

BYTOY

s
orpER of  Toqoeg Iylv

Four Thousand Three Hundred Sixty-Five and 73/100 DOLLARS

wewo Monthly Retirement Income Yeur S & Seoial Secwnily
CRAILERTAST OkdILSE7AS ik

Income From This Plan $£3,042.73
Income From Other Savings £0.00
Income From Social Security £1,323.00

Estimated Net Monthly Income $4,365.73

Your state and federal taxes are estimated to be $173.39 which
has already been taken into account in the above projection




Resources and
Key Takeaways

©MERS

Municipal Employees’ Retirement System




Resources

Resources for
PARTICIPANTS

O.

Service
Center

Onsite & @ MEI{S® 1-on-1

Virtual _ is here Meetings
Presentations for you

myMERS :
| . Online
@ Mobile Chat

App

/\ﬁMEKS@

Municipal Employees’ Retirement System
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SCYAELCGEWEVE

* It's never too early, or too late,
to start planning

 Define what retirement success
means to you

* |dentify your income sources
* Review your retirement budget
« Set up your myMERS account

« Set up a Social Security account
at ssa.gov




Share Your Feedback on this Session

Scan this QR code or open
the conference app to
share your feedback on this
session.




MERS of Michigan

1134 Municipal Way
Lansing, Ml 48917

800.767.6377
www.mersofmich.com

This publication contains a summary description of MERS’ benefits, policies or procedures. MERS has endeavored
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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