MPSERS: Pre-Retirement
Information Meeting

Presented by *

Kim & Mike Foster
MEA Financial Services
800-292-1950

Example
Pension Calculation

» 30 Years of Service, Age 55

« 3 or 5 Year Consecutive Salary Average
($30,000)

» $30,000 x .015 x 30 = $13,500 Annually

« $13,500 x 30 years of retirement =
$405,000*

» *does not include Annual MIP Increase
« *does not include 13" check (Basic)
+ *does not include insurance subsidy




Important Numbers

MPSERS Office

Customer Service: 800-381-5111

www.michigan.gov/ors

Social Security Administration

Customer Service: 800-772-1213

www.socialsecurity.gov

MPSERS Insurance

Blue Cross: 800-422-9146 www.bcbsm.com
Delta Dental: 800-345-8756
VSP Vision: 800-225-5877

Retirement Income

Pension

_ 403(b), 401(k), IRA, etc
tockg/Bonds, Real Estate

Debt Considerations
Mortgage, College Expense, Credit Cards, etc.




Social Security Administration

You can contact the Social Security Administration

at:1-800-772-1213

or visit the Social Security homepage at:

www.socialiecurity.gov

areffitorm

Social Security Retirement Benefits

Year of Birth Full Retirement Per Cent of | Full Benefit
Age @ | Age 62
Worker Spouse

Before 1938 65 80.0 75.0
1938 65 + 2 mos. 79.2 74.2
1939 65 + 4 mos. 78.3 73.3
1940 65 + 6 mos. 77.5 72.5
1941 65 + 8 mos. 76.7 71.7
1942 65 + 10 mos. 75.8 70.8
1943-1954 66 75.0 70.0
1955 66 + 2 mos. 74.2 69.2
1956 66 + 4 mos. 73.3 68.3
1957 66 + 6 mos. 72.5 67.5
1958 66 + 10 mos. 71.7 66.7
1959 66 + 10 mos. 70.8 65.8
1960 or after 67 70.0 65.0




Social Security Earnings
Limitations

Calendar year limits with Social Security:

*Social Security Income Limit (in 2008):

Under Full Retirement Age $ 13,560

Month in which Full Retirement
Age is attained and later No limit

AGENDA

* Getting Ready

» Service Credit

* Eligibility Requirements

* Pension Calculation

* Insurance Benefits

* When/How to Apply

* Where to Get Further
Information

* Questions and Answers




Steps to Get Ready to Retire

Read information published by MPSERS

Take advantage of MPSERS online benefit
estimator and MEA/MEA-Retired PRIM’s

Include your family in your retirement planning

Review statements received from MPSERS
regarding service credit and pension estimates

Inform MPSERS of address changes, and
Join MEA-Retired prior to retiring

Where is MPSERS
located?

gy

Detroit
Holland

Lansing




Definition of a MPSERS Member

» Retirement law: Any school employee
who is not specifically excluded from
membership. Any employee who is not
excluded is automatically considered a
member of the MPSERS.

Persons Included in MPSERS

 Full time and part time employees
Substitute teachers
Crossing guards

Temporary secretarial help, and other
temporary help

Election workers




Persons Excluded from MPSERS

 Youth training program enrollee
 Full time student under age 19

« Employees at certain universities electing ORP
(optional retirement plan). CMU, EMU, Ferris,
Lake Superior, Michigan Tech, NMU, WMU.

 After October 1, 1994, employees at community
colleges who enrolled in an ORP are excluded

« Library employee separated from a school
district

Con’t

» A person employed at certain
universities is excluded from
membership if they did not perform
MPSERS membership service before
January 1, 1996

 Retiree receiving a pension from
MPSERS

» Special Membership Situations
— Sabbatical Leave
— Temporary layoff
— Professional Services Leave/released
— Fulbright Teacher Exchange Program




Public School Academy/Charter
School Employment

« All public school academies are covered by
MPSERS except public school academies
established by Grand Valley State University,
U-M, or Wayne State University

» Personnel hired directly by Academy are
covered by MPSERS

» Personnel contracted through outside
company are not eligible for MPSERS

Customer Information
Center

Connect directly to a retirement representative to answer
questions and handle most retirement related issues.

The Toll Free Number is

1-800-381-5111

MPSERS is also on the Internet!!
Visit their homepage at:
http://www.michigan.gov/ors




Service Credit

» Old Law: 170 days at 6 or more
hours per day equals 1.0 year
of credit...New Law: Delete 170
days

« Maximum credit per school
fiscal year is 1.0 year of service
credit

« Maximum hours per year is
1020

Partial Credit

If employed less than six hrs/day,
divide hours worked by 1,020

Example: 740/1,020 = .7 Year




Reportable Hrs. for Higher
Education Full and Part-Time
Faculty

» College Board Determines the Required
Contact or Credit Hours for a Full-Time
Faculty Position

» Payroll Converts Contact or Credit
Hours to Proportional Reporting Hours
for MPSERS

MPSERS’ Reporting

Requirements
School Fiscal Year
July 1 through June 30

Hours Required for One
Year of Service Credit
1020 Hours

Maximum Hours Used Per Quarter
378 Hours
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Full-Time Conversion Example

Assume 12 Credit Hours for Two Semesters is

Full-Time
Reported Hours to MPSERS
July - September Quarter--------- 132
October - December Quarter----- 378
January - March Quarter---------- 378
April - June Quarter---------------- 132

Total Full-Time Hours 1020

Part-Time Example

Assume 12 Credit Hrs for Two Sem is Full-Time

Member Teaches 6 Credit Hours for Two Semesters.

Take the Proportion 6/12 = 1/2 time
Reported Hours to MPSERS

July - September Quarter------------------=---------- 66
October - December Quarter------------------------ 189
January - March Quarter-----------=----=--=--------—- 189
April - June Quarter ---------=-=--=-mmemmmeeemeeeee e 66

Total Part-Time Hours 510

11



Your Annual Member Statement of
Account
(now revised)

* Read your statement carefully
» Save your statement each year

Service Credit Evaluation

You may call or fax your MPSERS office and
request a years of service credit evaluation.

An evaluation is required only once in your
career.

Once evaluated your accumulated years of
service credit will appear on your annual
statement of account.
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Purchasing Service Credit

Description of Service Credit Purchase Types
and criteria for purchasing

Tax Deferred Payment Program is available for
service credit purchases

Service credit purchased after January 1, 2004
is subject to an 8% interest charge

Service Credit Changes

Effective Jan 1, 2004

Service Credit will be calculated on the basis of age and service
for Universal, Maternity/Child Rearing/Paternity, Non-Public Service
Credit.

8% interest will be charged on all Tax Deferred Purchase (TDP)
agreements executed on or after January 1, 2004. Agreements
established before January 1, 2004 remain exempt from this
interest

To purchase service credit, you must have wages from the
previous fiscal year. If you do not have any wages from the
immediately preceding fiscal year, you must wait until the next fiscal
year, beginning July 1, after you have established wages, to submit
an application to purchase service credit.
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Example

45 Years of Age

10 Years of Service

« MIP

$28,000 Annual Salary

Cost of Universal Purchase:

« $28,000 x 16.5% = $4,620 per year

« $23,100 for 5 years of Universal Credit

14



Tax Deferred Purchase
Example

« $23,100 Invoice for Purchase

« $100 per pay x 26 pays per year

« $23,100 — 2,600 = $20,500 remaining
« $20,500 x 8% = $1,640

« Second Year Balance = $22,140

Service Credit Purchase Options

* Weekly workers compensation
* Repayment - contribution refund

* Out-of-system public education
* Sabbatical leave of absence

* Active duty military service

* Non-public educat. employment
® Universal buy-in

* Maternity/paternity/child-rearing
* State of Michigan employment
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Other Service...

Weekly worker’s compensation
Prior to July 1, 1992:
Contact MPSERS for an application

After July 1, 1992:

The school system automatically
reports WWC

MIP members may owe contributions -
Contact MPSERS for further details

Other Service...

* Weekly worker’s compensation

* Repayment of contribution refund

Service Credit which was canceled
by a refund, may be reinstated

by repaying the amount of the refund
with interest.
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Other Service...

* Weekly worker’'s compensation
* Repayment of contribution refund

* Out of System Public Educ. Service
* Sabbatical leave of absence
* Active duty military service

The cost for these types of purchases is

dependent on the dates and type of service.

Generally speaking, they are among
the least expensive types of service
credit purchases available.

Other Service...

* Weekly worker’s compensation
*Repayment of contribution refund

* Qut-of-system public educ. employment
* Sabbatical leave of absence

*® Active duty military service

* Non-public education employment
® Universal buy-in
* Maternity/paternity/child-rearing

Cost is actuarially based on your age as of July

1 of the purchase year and your highest
previous year’s salary
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Other Creditable Service

* Weekly worker’s compensation

* Repayment of contribution refund

* QOut-of-system public educ. employment
* Sabbatical leave of absence

* Active duty military service

* Non-public education employment

*® Universal buy-in

* Maternity/paternity/child-rearing
*State of Michigan employment

Your purchase costs vary depending on the
dates of employment

Other Creditable Service

Weekly worker’s compensation
Repayment - contribution refund
Out-of-system public education
Sabbatical leave of absence
Active duty military service J

Non-public education employment /

Universal buy-in
Maternity/paterni%y/chiId-rearing

State of Michigan employment ‘/‘/
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Payment Deadline

All service credit purchases must
be paid in full before you
terminate employment.

Tax Deferred Purchase

MPSERS members are able to make
service credit purchases at a reduced out-
of-pocket cost by using tax-deferred
dollars to make the payment.

* Payments through payroll deduction
program

* Member must irrevocably agree to
participate
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Tax-Deferred Purchase

90 day window when changing schools.

Only reportable compensation may be used for
TDP

$50.00 minimum payment
May affect other pre-tax investments

Reminder: Decision is irrevocable EVEN if your
financial situation changes...

How do | start the process??

First - You must have a current service credit
billing statement...

Second - Contact your employer for the
enrollment form.

Third - Submit the completed form to your
employer.

Fourth - Once your agreement is approved by
MPSERS, deductions can begin!

20



TDP Billings

For new forms or updated information...

application forms from our web-sit:
http://www.michigan.gov/ors

Pension Eligibility
Requirements

21



When will | become eligible
to start collecting my
MPSERS pension?

=
\ 4

/

Eligibility depends upon 3
factors ...

* Your years of service
* Your age and
 Whether you are a member of the:
—Basic Retirement Plan
or
—Member Investment Plan (MIP)

22



MIP vs. Basic Plan
Comparison

Any Age with 30 or more
years of service

Age 60 with 5 or more years
under certain conditions

3-year salary average x
.015 x years of service

Guaranteed yearly
increase of 3% of the 1t
year’s benefit

Survivor eligible for benefits
after 10 years of service

(5 years at age 60)

Age 55 with 30 or more
years

Age 60 with 10 or more
years

5-year salary average x
.015 x years of service

No guaranteed increases

Survivor eligible for benefits
after 15 years of service

(10 years at age 60)

Regular Retirement

* 10 Years of Service

MIP or Basic Plan—at age 60

+ 30 Years of Service
MIP ——at age 46

e

AN
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Regular

Retirement

MIP
5 Years at age 60*

*Available under MIP only.
with at least .1 year of credited service in each
of five previous school years.

.1 year of credit equals 102 hr. of service and is earned in
each of the five school fiscal years immediately prior to the
retirement effective date

Early Reduced

Retirement
15 Years at age 55*
Retire and begin receiving
benefits earlier. Your benefit
payment will be permanently
reduced by 1/2% for each month
your age is less than 60.

*with .1 year of credited service in
each of five previous school years.
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Early Reduced
Retirement

Example:

Age 57 years, 6 months
Months to age 60—30 months
Reduction per month—1/2%

30 MONTHS x 1/2 % (.005) =
Permanent 15%
Reduction

Deferred Retirement

* 10 Years of Service
* Has not yet reached age 60 =i

(%'é =

A deferred member should contact the ./ =)
Retirement System before terminating
Employment and determine impact on

insurance benefits.

25



Deferred Retirement

* Minimize the adverse impact of deferred
retirement status if employee returns back
to Michigan public school employment for
102 hours in the month that the employee
turns 60

» Must work for the equivalent of 102 hours

and then retire to in order to capture the
fully subsidized health benefits

Deferred Retiree Health Subsidy

+ Deferred members who terminated before October
31, 1980, are eligible for a full subsidy

+ After October 31, 1980, deferred retirees will need a
minimum of 21 years of service to receive a partial
subsidy

» Subsidy is increased 10% for each full year of credited
service obtained beyond 20 years, up to a maximum of
100%

 If the pension is effective the first of the month after you
terminate employment, you are not deferred and entitled
to a full subsidy
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Other Pension Qualifications

 Duty Disability Retirement
No minimum service required

* Non-Duty Disability Retirement
10 Years Any Age

» Survivor Benefits

MIP: 10 Years or more years if under age
60; 5 years if age 60 or above

Basic: 15 Years under Age 60; 10 years is
age 60 or above.

Summer Birthday

* Ordinarily, if you terminate employment
before the month you reach pension
eligibility age, you become a deferred
member. As such your not eligible for the
early reduced pension, and may not
qualify for a full health subsidy

 Avoid penalty with summer birthday in
July, August and September*

*check with MPSERS to avoid any problem
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Pension Calculation

Salary Average
X

1.5% (.015)
X

Years of Service
Credit

— Your Annual
Pension

28



Final Average Compensation

 MIP Members: highest consecutive
three years’(36 months) salary

« Basic Members: highest
consecutive five years’ (60 months)
salary

Post-Retirement Pension
Increases

« MIP retiree, after one full year of
retirement, will received a fixed 3%
increase in monthly pension, each October

» Basic Plan retiree should not plan on a
scheduled post-retirement increase unless
plan investments exceed predictions, a
13t check may be issued
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Compensation Includes

« All wages, including compensation for
extra work and extra duty

» Wages earned and invested in a tax-
sheltered annuity

» Longevity pay

» Vacation pay

« Sick leave pay

» Short-term disability pay

Compensation Does Not Include

» Terminal pay for unused sick leave, or
annual leave

 Early retirement incentives
« Bonus payments
» Hospital insurance premiums

« Dollars used to induce termination of
employment

* Insurance premiums
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Pension Options

Option 1- Single Life
Option 2- 100% Survivor
Option 3- 50% Survivor
Option 4- 75% Survivor
Equated Options

OPTION 1
Single Life Pension

« Pays largest pension amount
« No continuing pension or

insurance benefits to
beneficiary
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Option 2
100% Survivor Pension

Pays reduced pension

Same amount (100%) continues to
beneficiary

Insurance benefits continue to
beneficiary

Pension reverts to Option 1 upon
death of beneficiary

Option 3
50% Survivor Pension

Pays reduced pension

One-half (50%) amount continues to
beneficiary

Insurance benefits continue to
beneficiary

Pension reverts to Option 1 upon
death of beneficiary
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Option 4
75% Survivor Pension

Pays reduced pension
75% amount continues to beneficiary

Insurance benefits continue to
beneficiary

Pension reverts to Option 1 upon
death of beneficiary

Equated Pension Plan
(Option 1E, 2E,3E or 4E)

Combined with any option if under age 61
Advanced payment until age 62

Pension permanently reduced at age 62;
uses projected age 62 S.S. amount

Copy: Estimate from Social Security Admin.

Pension reverts to Option 1E upon death of
beneficiary

Your survivor is not affected by the equated
plan (2E/3E)

33



Why would | want the Equated
Plan?

You want a relatively even income throughout your
retirement

You expect your investment earnings to exceed the
cost to repay the Retirement System

Your life expectancy is uncertain so you want
maximum benefits as early as possible

= —

Why would | not want the Equated
plan?

| don’t want my MPSERS pension reduced
at age 62

| want my Social Security to be a “hedge”
against inflation at age 62

| think a permanent reduction would cost
me money in the long run

The pension before 62 would put me in a
higher tax bracket
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Please consider your
pension option carefully!

You cannot make a change

once pension payments

begin!!

Survivor Pensions

As a retiree, who can be my
beneficiary??

+ Spouse
* Brother or Sister

» Parent or Child, including an adopted
child

DEPENDENCY IS NOT REQUIRED
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Insurance Benefits

Important Points About
Insurance

® Coverage begins the first day of the calendar
month- If you wait to apply for health insurance you
could be subject to a 6 month waiting period - See
ORS for further details

® Check with your employer to verify when your
current coverage expires

®Application deadline is the month before you want
coverage to begin
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Insurance Copays/Deductibles
2006

» Drug copay 20% of Rx Cost if drug is on the
approved formulary list: Min $7/Max $32 out
of pocket cost

» Drug copay 40% of Rx cost if not on
formulary with no limit on out of pocket

« Limit to $800 the annual maximum Rx cost

Medical deductibles are $250 per person and
$500 per family

When do MPSERS Insurance
Benefits Begin?

As soon as you start drawing
pension benefits, you’'re eligible for
insurance coverage

+ Terminate, then immediately draw a pension:
Full Subsidy
+ Terminate, but wait until 60 to draw a pension:

Either no subsidy or partial subsidy -
(Deferred Members)
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Health Care Plan

Effective 1/1/08 to 12/31/08

Without Total MPSERS | Deducted
Medicare | Premium | Subsidy | from your
Pension
Seif | $646.38 | $549.98 | $96.40
Self &
Spouse $1192.37 | $1041.37 | $151.00
Self &
Chﬁd(ren) $886.55 | $766.13 | $120.42
Self,
Spouse |§1432.54 | $1257.52| $175.02
Child(ren)

Health Care Plan

Effective 1/1/08 to 12/31/08

With Total MPSERS | Deducted
Medicare | Premium| Subsidy | from your
Pension
Self $278.92 | $278.92 $0
Self &
Spouse $534.18 | $508.65 | $25.53
Self &
Child(ren) $519.09 | $495.07 | $24.02
Self,
Spouse &| $774.35 | $724.80 | $49.55
Child(ren)
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2006 Dental/Vision Rates

Category Amount Deducted
From Pension

Self $3.49

Self/Spouse $6.98

Self and Child(ren) $6.98

Self/Spouse/Child(ren) |$10.47

Insurance Phone
Numbers

See the front cover of your insurance
brochures

« Blue Cross: 1-800-422-9146
« Delta Dental: 1-800-482-8915
« VSP Vision: 1-800-877-7195
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When & How to Apply

Application For
Retirement Benefits

« Obtain application forms by phoning any
ORS office at 800-381-5111

* Return completed application forms 3-6
months before retirement. Summer
birthday members contact MPSERS for
eligibility
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Application for Retirement

You can turn in your Retirement
Application two different ways:

« Mail it directly to Lansing ORS office
or

« Appointments are available at your local
ORS office or Statewide Outreach
Meeting Locations

Electronic Funds
Transfer

EFT is the safest, most convenient
method of pension delivery available to
you as a MPSERS retiree.

Enroll in EFT as soon as possible to
eliminate the risk of your pension check
being lost, stolen or delayed in the <.
mail. =

£ 8
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What about my
etirement Payment’?

Retirement Process

Approximately 4 weeks before your
Retirement Effective Date MPSERS
will send your Final Salary Affidavit
to your school

School completes the FSA and will
fax it to ORS

Once this has been received and
verified, your pension payment is
processed
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When will | get my first
pension payment?
» Pension payments are processed around
the 25th of each month.

 If ORS did not receive correct or complete
information on the FSA, your 1st payment

may be delayed
« When a delayed payment is processed, ii"'

will include current plus any “past due”U
months pension.

What amounts are deducted
from my pension payment?

* Insurance Premiums

* Federal Income Tax Withholding
— Exempt from State Income Tax

— Federal Income Taxes are withheld PER YOUR
INSTRUCTIONS from the withholding form you
complete at the time of retirement
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Post Employment Restrictions

No Work Can Be Performed:

 1st Calendar month-separation from
work

« Employment in MPSERS affiliated
school e

« State of Michigan

Employment Restrictions

There are no restrictions on work for:
« The State of Michigan

» The following Universities:

MSU, U of M, Wayne State, Grand Valley
State, Oakland & Saginaw Valley State

« Any OTHER work in Michigan
« Any work outside of Michigan
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Post-Retirement Earnings

Limitations

Calendar year limits with MPSERS school —
the greater of :

» 1/3 of Final Salary Average or

» Social Security Income Limit (2008)
= Under FRA* $13,560

*Full retirement age

= Month in which FRA is attained and
later - No Income limit

Retirement Income

Pension

403(b)), 401(k), IRA, etc
tockg/Bonds, Real Estate

Debt Considerations
Mortgage, College Expense, Credit Cards, etc.




New 403(b) Deferral Limits

2006 2007 2008

Normal $15,000 $15,500 $15,500
Limit

Ages 50+  $5,000 $5,000 $5,000
“Catch up”

Maximum $20,000 $20,500 $20,500
Employee
Contribution

Does NOT replace the “15 Years of Services” catch up. $3,000 per year for 5 years = $15,000
Qualified individuals may use both “catch ups” in the same calendar year.

Roth & Traditional IRA Limits

2006 2007 2008
Normal $4.000 $4,000 $5,000
Limit
Ages 50+ $1,000 $1,000 $1,000
“Catch up”
Maximu
IRZ mum $5,000 $5,000 $6,000
Contribution

* Subject to indexing after 2006.
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Any Questions??

Thank You For
Attending!!!

Kim Foster
Mike Foster

MEA Financial Services
Registered Representatives,
Paradigm Equities, Inc.

1-800-292-1950 East Lansing

Securities offered through:

mea *
Flnan(]]a] [Franicu Eourmes, inc.

Paradigm is a wholly-owned subsidiary of

ber ‘ / ICGS MEA Financial Services
J P.O. Box 2501, East Lansing, MI 48826-2501

517/351-2122
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Important Disclosure - Tax

+ MEA Financial Services does not give tax or legal
advice. The comments regarding the law and tax
treatment simply reflect our understandings of the
current interpretations of such laws. Since laws are
subject to interpretation and possible changes, we
recommend that you seek counsel of an attorney
accountant or other qualified tax advisor regarding
these matters as it applies to your particular
situation

Important Disclosures — Mutual
Funds

* Investments in the Mutual Funds are subject
to market risk which may cause value to
fluctuate including loss of principal.

* For more complete information about a specific fund

including objectives, risks, and its charges and
expenses, please call MEA Financial Services at 1-

800-292-1950 for a product prospectus.

- Please carefully read the prospectus and
carefully consider the investment objectives,
risks and charges and expenses and other
information before investing because these
factors will directly affect future returns.




Important Disclosures- Variable
Annuities

+ Variable annuities are subject to market risk which may
cause value to fluctuate including loss of principal for
variable accounts.

« For more information about Variable Annuities , please call MEA
Financial Services for the contract prospectus and the underlying
sub account fund prospectuses. Both the contract prospectus and
the underlying fund prospectuses contain information relating to
the product's investment objectives, risks, and charges and
expenses as well as other important information. Please call 1-
800-292-1050 for the product prospectuses.

* Please carefully read the prospectus and carefully consider
the investment objectives, risks and charges and expenses
and other information before investing because these
factors will directly affect future returns.

+ Guarantees and/payments are based on the claims-paying

ability of Issuer and not on the value of the securities within
the account.
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