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By Phone:

	(I did not capture this. Help me!)

Presenter:
Dave Ochs, MSRS




Retire Well
Linda Feltes

Linda presented on retirement from the perspectives of financial wellbeing, estate planning, health and imagining your everyday in retirement.

Double click on image below to view presentation:



Energy Break 
Jason Johnson led us through an intro to tai chi movement. Free tai chi classes are held in the space between the PCA and DNR buildings every Wed and Fri from 12-1

Financial Resources for your Retirement
Dave Ochs, MSRS

Dave talked about the great retirement benefits state employees earn: Deferred Compensation, Health Care Savings Accounts, and our ‘pension’, the General Employees Retirement Plan.

He recommends firstly that you sign up for deferred comp right away, if you haven’t. It is a voluntary pre-tax savings account and a portion of it is matched by the State (depending on your union). And you can determine how aggressively or conservatively you want this money invested) and change your selection over time, say as you move closer to retirement.)

Both MSRS and MMB host retirement meetings. MSRS’s are shorter and smaller. MMB charges a fee, vendors are present to answer questions, and it is broader and more in-depth.

Dave didn’t have his presentation for the meeting but covered many points. The full presentation is here: 



Here is a link to MSRS representatives around the state: https://www.msrs.state.mn.us/web/employers/find-a-representative


Next Meeting
Tuesday, August 9, 2016
Ladyslipper Room
Centennial Building

Topics: 	
Wellness champions Ned from MMB EAP/Organizational Health and Holly (now with MDH) will join forces to talk about “Building and sustaining a resilient workforce”.

Energy Break: could be YOU!
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My FIRST DRAFT



Retire well



(Photo of the Ringling Brothers Elephants retiring early to a Florida sanctuary)



Retiring well is best done by PLANNING

1
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Retire Well









Plan for:



Financial wellbeing—We think of most readily

Take care of yourself



Tale care of your loved ones with estate planning



Think through what you’ll do when you ‘retire’
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Take good care





Imagine your everyday





Plan your estate





Financial wellbeing





















Retire Well

Plan for frugality



Get rid of debt



Budget









Plan for:



Financial wellbeing---Dave Ochs from MSRS will go into more detail





a. How will you become more frugal?



b. Get rid of debt



c. Budget:

Income

Pension

Social Security

Other income from investments, retirement savings



Expenses

Living

Mortgage

Home repairs

Transportation

Health insurance

Long term care insurance

Family needs
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Financial wellbeing







Retire Well

Plan to take good care of yourself
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Take good care







Retire Well

"If I'd known I was going to live this long, I'd have taken better care of myself.”

				-- Eubie Blake, ragtime composer

& pianist













He said this as he was still performing at the age of 99, the year before his death
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Retire Well 

Schedule regular check ups for teeth, skin, hearing, vision



Adjust to shifting nutritional needs



Prevent and manage chronic diseases 













The two leading causes of death for Americans over 65, by far, are heart disease and cancer, which make up 32 and 22% of deaths respectively. In third and fourth place are stroke and chronic respiratory diseases, such as chronic bronchitis, emphysema or asthma.



While most people don’t die from arthritis per se, arthritis is the leading cause of disability in older adults. Worsening balance and osteoarthritis increase the risk for and the severity of falls. Twenty to 30% of those who fall incur injuries that decrease their mobility and independence; falls are the leading cause of death from injury in Americans over 65



Diabetes is an underlying cause in many deaths as well. 



Obesity

About three-fourths of adults aged 60 and older are overweight or obese. Obesity is related to type 2 diabetes, cardiovascular disease, breast and colon cancer, gall bladder disease, arthritis and high blood pressure 



Vision and Hearing Loss

Age-related eye diseases -- macular degeneration, cataract, diabetic retinopathy, and glaucoma -- affect 119 million people aged 40 and older, according to the 2000 census. And that number is expected to double within the next three decades.



Hearing loss takes a toll on the quality of life and can lead to depression and withdrawal from social activities. Although hearing aids can help, only one out of four people use them.



Taking good care of yourself means: (read slide)
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Retire Well

Turn back your biological clock



Choose growth or decay



Move like we were meant to move each day
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What doesn’t work?











We can’t be passive about our health, in this toxic culture of ours

We need to, as Mr. Crowley and Dr. Lodge say in their book ‘Younger Next Year’, and I quote:

‘We need to kick butt.’



So Crowley and Lodge wrote this book together; 

Crowley was the patient and Lodge his new doctor. Crowley was in his 60s…



They say “we’ve come to believe that some signs and symptoms of aging are inevitable. 

That at age 50 we start down this ‘slippery slope’, 

a little fatter, a little slower, weaker, more pain racked, more isolated.”



(review chart)



Their book goes on to describe how it doesn’t have to be that way. We can have thoroughly active lives into our 80’s and 90’s. 

“You do have to age, but you don’t have to rot”



If we put these two charts together…





8













Notice the yellow area that shows the difference between the slippery slope and taking care of ourselves in adulthood.

We see that paying attention to our lifestyle adds a whole lot of living!



Dr. Lodge’s rules—you’ve heard of these:

Exercise six days a week for the rest of your life.

aerobic exercise

strength training

Spend less than you make

Quit eating crap

Commitment to community, to caring (also a finding of the Blue Zones)



I would add: keep learning and trying new things, and 

We also need to be the boss of our sleep and our stress.



This also goes for the many hours we’re at work 

We have to pay attention to not sitting too much

Pay attention to our snack choices and 

Maintain our mental health by reminding our self that our work adds value, we make a difference
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Common Lessons from 
Five Blue Zones Cities

Eat a plant-based diet. 

Strong family ties lower rates of depression and stress.

Be active at every age. Walk everywhere you go.

Eat bigger earlier in the day, and eat until you are 80% full.

Have reasons to live: purpose, friendships, laughter.
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Retire Well

Exercise

Eat well

Manage stress

Plan for long term









To summarize, the ways to prevent or manage many of conditions of aging are the same as living well at any age:



Be active

Eat food. Not too much. Mostly plants

Manage stress by being flexible, get enough sleep, putting issues in perspective, and staying connected

Be an active participant in your health care

Plan for your long term care,  Buy long-term care insurance











Why be active:

(Brainstorm with group)



Provides strength, flexibility and muscle tone

Lowers blood pressure and heart rate

Contributes to better sleep

Keeps weight in check

Manages chronic diseases: depression, heart disease, diabetes, arthritis, some cancerts…

Gives energy

Fun

Time with self

Time with others
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Take good care







Retire Well

Will

Power of Attorney

Advanced care plan



Funeral arrangements











Care for your loved ones with estate planning



Will

Living will/Advanced care plan

Power of Attorney

Final arrangements—planning your funeral to arranging to donate your organs



Help with this via LifeMatters EAP
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Plan your estate







Retire Well

What will you do when you ‘retire’?



Prepare for social & emotional changes









Imagine your new everyday



What will you do when you ‘retire’

Retirement can be lonely and boring

Imagine what you will actually do when you retire, and plan for it

How will you feel a sense of contribution?

How will you keep learning?

Strengthen your non-work friendships

Join hobbies, clubs, bicycling groups

Write a retirement bucket list
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Imagine your everyday







Prepare Now!

‘The more you do in middle age to prepare yourself for successful aging, the better.’



Sharon Brangman, MD, AGSF, 

American Geriatrics Society
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Retire Well

Resources:



SEGIP



LifeMatters



Enterprise Learning and Development 



Retirement Systems















SEGIP-health and long term care insurance



LifeMatters-estate planning



Enterprise Learning and Development-course on retirement insurance



Retirement Systems-retirement financial planning
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Take good care





Imagine your everyday





Plan your estate







Finances





















Retire Well

Linda Feltes

Linda.Feltes@state.mn.us











Remember I said this presentation was a DRAFT:



Was this information helpful? Interesting? New?



Would you want to share it with your coworkers?



What formats would be useful?
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2016 MSRS Retirement Plans Summary

















IMPORTANT:  This presentation cannot be altered from its pre-approved state. Any changes must be reviewed and approved by communications compliance prior to use. Allow 12 business days for review.





State                  Pension Plans

Health Care Savings Plan

Deferred Compensation Plan

One-stop Service

MSRS







First, a quick refresher on the organization behind your retirement plan . . . 

The MNDCP is administered by the Minnesota State Retirement System. The MSRS also administers 10 different pension plans that provide retirement, survivor and disability benefits to State employees. We also administer the State’s Health Care Savings Plan, which provides tax-free reimbursement to individuals for the payment of eligible medical expenses, based on the potential contributions of employers, mandatory employee contributions and investment returns. Any active public employee in Minnesota is eligible for HCSP participation if they are eligible to be covered by one of the approved retirement plans. You can find out which plans are included at www.msrs.state.mn.us



One note: If you’re not an employee of the State, TRA or PERA may be your pension administrator.
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MSRS Defined Benefit 

Pension Plans 







First we’ll talk about your Pension through your State employer.   



Pension plans are also referred to as Defined Benefit Plans



MSRSPENSIONpLANs

What is a Pension Benefit?  



A lifetime monthly retirement benefit once you retire. Annual post-retirement increases.

  Survivor benefit available

	Your surviving spouse or 	dependent children are eligible for 	a lifetime survivor benefit upon 	your death.

Disability benefit available                    You are eligible for a benefit for your lifetime or until you are no longer disabled.





Over the course of your career as a MN public employee, you and your employer are required to contribute to a common pension trust fund. Once you retire, these contributions and earnings pay for a monthly retirement benefit (or pension benefit) for life with potential cost of living increases.



SURVIVOR BENEFIT

When you die, your surviving spouse is eligible for a lifetime benefit if you were working and are vested.  If you are still working upon your death and have no surviving spouse, your dependent children under age 20 may receive a monthly benefit. Your dependent children will receive a monthly benefit until age 20 or for five years, whichever is longer.  If no surviving spouse or dependent children, your account balance plus 4% interest is paid to:  your beneficiary, children in equal shares, parents in equal shares, estate.



DISABILITY BENEFIT

If you become disabled while employed in a MSRS covered position, you have total and permanent disability protection. This is an important protection since it will pay you disability benefits for your lifetime, or until you are no longer disabled. Age at the time of disability is not a factor. We calculate your disability benefit the same way we calculate your retirement benefit, with one exception:  we do not apply a reduction in the benefit if you are under your normal retirement date.









Pension Plan Assets

Plan expenses   

Employee Pension Benefit

 $

 $

  $

  $

$

$

$

MSRSPENSIONpLAN structure

13%

15%

72%





The benefits in a public DB Pension plan are pre-funded. That is, employers (or taxpayer money) and employees make contributions to a common pension trust fund over the course of the worker’s career. These funds are invested by professional asset managers whose activities are overseen by trustees and other fiduciaries. Only 15% of MSRS pension plan funding comes from State employers, the earnings on the investments represent the major source of funding for a pension plan. 72% of the MSRS pension plan funding comes from investment earnings. These earnings build up in the pension trust fund, along with the employer and employee contributions to pay for the lifetime benefits a worker receives when they retire.  PRIVATE SECTOR pension plans are almost always entirely funded by employer contributions



A pension plan is considered underfunded if there is more money being paid out in benefits than coming in as contributions or investment earnings. There are two reasons a plan can be underfunded.



Not enough coming in. Again, investment earnings constitute a majority of the pension plan funding and the financial crisis of 2007 &  2008 has hit many pension plans hard. Lower returns and even losses on investment earnings puts a financial strain on the funding of the pension plan because finding additional funds to make up for stock market losses is extremely challenging since governmental employers face constraints on increasing funding from either taxes or employee contributions.  						

Too much going out. As we’ve seen and you may even have heard about the public outcry about how lavish pension benefits are strangling pension plans. While it is true that there are examples of benefit generosity in pension plans, the MSRS pension plans are unfunded but mainly due to the loss or lowering in its investment earnings. The MSRS pension plan administrators goal seeks to maintain a solid fully funded pension plan in a fiscally responsible fashion.  

	





EmployER Contributions









Investment  Earnings







EmployeEE Contributions































MSRSPENSIONPLANS







Membership is mandatory



Both Employee and Employer contribute a % of the employee’s gross salary to fund their pension



90% of State employees are members of the MSRS General Employees Retirement Plan









There are many State pension plans:  Correctional employees, State Patrol employees, Legislators, Judges… but a majority are covered by the General Employees Retirement Plan.



As a MN Public employee, State law requires that you participate in a pension plan.



Both you and your employer contribute a percentage of your gross salary to fund your pension benefit.  Once you retire, you receive a monthly retirement benefit.



90% OF ALL ACTIVE STATE EMPLOYEES ARE IN THE GENERAL PLAN (8% Correctional; 2% State Patrol)



MSRSPENSIONPLANS



Both Employee and Employer contribute  a % of the employee’s gross salary to fund their pension



		Employee Contribution Rates				

		General Plan		5.5%     		

		Correctional Plan		9.1%		

		State Patrol Plan		13.4%  		

		Unclassified Plan		5.5%		







Here are the employee contribution limits for the main State pension plans.



Employer contributions vary:  From a matching 5% for General Plan employees to 20.1% for State Patrol Plan employees.



MSRSPENSIONpLANs

Am I automatically eligible for a retirement benefit?  



Vesting

Refers to the time period you must work before you are eligible for a lifetime retirement benefit



General Plan Vesting

After three years of service if hired before July 1, 2010



After five years of service if hired on or after July 1, 2010







You are eligible for a monthly  pension benefit, or what is called vesting, after you work a predetermined period of time with your employer.



Vesting varies by pension plan, but here is an idea of the vesting schedule for the largest State Pension Plan, the General Plan.



MSRSPENSIONpLANS





Pension Benefit Calculation

MSRS uses many factors to determine your monthly benefit, including:

  Years of service

Highest average monthly salary                 over five consecutive years

  Benefit formula

  Age when benefit begins



What is the benefit amount that I can expect?





The amount you contribute to your pension does not affect how your pension benefit is calculated. The following three factors are used to determine your monthly pension benefit. 



YEARS OF SERVICE:  The amount of credit you earn each month retirement deductions are withheld from your salary. Your benefit will increase for each additional year and month of service. A number of factors impact your length of service, such as if you take a leave of absence or if you work for another MN governmental employer.



AVERAGE MONTHLY SALARY OR HIGH 5:  MSRS uses the highest consecutive 60 month period (5 years x 12 months = 60 months) rather than a calendar or fiscal year salary to calculate your highest five year GROSS salary. For example, your high-five average salary could start on March 1 and run through February, five years later.



Benefit Formula:   Part of how we determine your monthly pension benefit is to use an actuarial benefit formula. We take your years of service and convert these to a percentage through the formula. There are two different formula’s depending on if you were hired before or after July 1, 1989.



AGE AT RETIREMENT:  And then the age you retire is the final factor. Just like your Social Security benefit, if you start collecting your pension benefit before your FULL RETIREMENT AGE, your monthly pension benefit is subject to a reduction from the full benefit.



MSRSPENSIONpLANS

Where can I get more information?  

Annual Statement

You will receive a statement in your birth month, showing your estimated retirement benefits.



Online

Log into your account online at:    www.msrs.state.mn.us



Handbook

The complete General Pension Plan Handbook is also available online 









Read Slide
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Average pre-tax                                        monthly benefit1                     $1,328

Average pre-tax                                        monthly benefit2                     TRA:     $2,300

MSRS:  $1,600

PERA:  $1,119

Social Security

Pension

Voluntary  Savings

Will your pension & social security income be enough?

     Expected Sources of    Retirement Income

               

1 www.ssa.gov, January, 2015

2 2014 Comprehensive Annual Financial Reports of TRA, MSRS, & PERA 





Before we talk about the MNDCP Plan let’s first talk about where retirees income typically comes from.



Your retirement income will most likely come from Social Security, but Social Security was never meant to be a primary source of retirement income. Will Social Security continue it’s existing replacement coverage or will it eventually be reduced? The average benefit for retired workers is $1,328  BEFORE TAXES



Most public employees receive a pension, which we just discussed.  Here are the average Minnesota pension benefits from the three largest State Pension Plans.  Again, these benefits are BEFORE TAXES.  



So the question you need to ask is:  Will my Social Security and Pension benefits be enough to last throughout my remaining life?  And keep in mind how inflation could impact your retirement income or that life expectancy rates are rising as we’re living longer, healthier lives.



You may need additional retirement income from personal savings. That’s where MNDCP comes in. 



As you think about the changes in your life, you’ll also probably have questions about changes in your income. What will your retirement income be? How will you access that money? 



Use MNDCP to save and invest, so it can help provide an additional source of income and help you maintain your standard of living thru the long years of your retirement





 	Social Security	Pension	Voluntary Savings	33	33	33	





A VOLUNTARY retirement savings plan available to any Minnesota public employee

A complement to your Pension & Social Security benefit, and any other retirement income



Another option to 

save and invest for your retirement



	

What is the MNDCP?

  





The MNDCP is a 457(b) deferred compensation plan offered through any Minnesota governmental employer, whether through State, City, County or School Districts.  It’s a voluntary program that allows you to save for your retirement. 



The MNDCP helps provide an important source of additional income to complement your pension and Social Security—it doesn’t replace them. 











Matching Employer Contributions 

 MAPE = $100		  

 AFSCME = $175 	   

 MMA & Managerial = $300                                                  

Low administrative fees                                                    0.05% (5/100 of 1%) annually on account assets,                        capped    at $50 per year                                                     

No early withdrawal penalty tax             Withdrawals made prior to age 59 ½ are not subject to the 10% IRS penalty tax that may apply to other types of plans like 403(b)’s or IRA’s



Why choose MNDCP?

  

Withdrawals may be subject to ordinary income tax





The MNDCP’s main differences over other retirement investments.

Matching contributions. The following four major State unions offer the following annual match to the MNDCP each year. While $100 may not sound like much, it is free money as long as you contribute $100 a year or $10 per paycheck. 



2) Second, the plan offers low fees, which helps you keep more of your retirement savings.



3)  You won’t pay the usual 10% IRS premature penalty on withdrawals you make before you reach age 59 ½. 















Contribute





How does the plan work?  





How does the MNDCP work?



You decide how much you want to contribute each pay period,

You decide how to invest those contributions,

At retirement or separation of service you are eligible to withdraw all or a portion of your savings.



Now let’s take a look at each one of these steps



Automatic via payroll deduction                                                       Change at any time

Choose to contribute:

Pre-tax                                                                               Reduces current taxable income; pay taxes when withdrawn

Roth after-tax (if employer offers)                                                                              Pay taxes when contributed, enjoy tax-free withdrawals*

From $10 per paycheck to $18,000 per year (more if over age 50)



* If 5-year holding rule is met AND distribution occurs at age 59 ½, death or disability 







Contribute





The money you contribute automatically comes out of your paycheck, just like your health or dental insurance premiums, which makes saving easier. You have the flexibility to start, stop, or change your contribution amount at any time either online or by calling the MSRS Service Center.



The MNDCP allows you to save on a pre-tax basis, meaning you don’t pay taxes until you take a withdrawal, which for most people is when they retire and are in a lower tax bracket than during their earnings years. This is called tax deferral because you are deferring the tax liability to a later date when you withdraw your money. This helps lower your current taxable income, which helps you pay less tax now.



The MNDCP also allows you to save on an after-tax basis, meaning you pay taxes now when you make a contribution but when you take a withdrawal, you pay no taxes on qualifying withdrawals. A qualifying withdrawals is one that meets the 5-year holding rule AND occurs at least at age 59 ½, death, or disability. This is referred to as a Roth.  While it won’t reduce your current taxable income, it appeals to those who think tax rates will be higher when they are ready to take a withdrawal. It is an employer decision whether to offer the Roth after-tax option. You can contact the MSRS Service Center, tell them who your employer is and they can tell you if you can contribute Roth after-tax dollars.  State & Met Council employees are able to contribute Roth after-tax dollars.



You can save as little as $10 per pay period OR up to $18, 00 per calendar year if under age 50 and $24,000 per calendar year if over age 50.









For illustrative purposes only. Figures are based on a combined 30% federal and state income tax bracket.     See your Accountant or Financial Planner for more detailed information.

				Change to take home pay				

		Contribution amount per pay period		If Pre-Tax contribution		If Roth after-tax contribution		Cost of Roth investing

		$50		$35		$50		$21

		$100		$70		$100		$43

		$200		$140		$200		$86

		$300		$210		$300		$129

		$500		$350		$500		$214

		$1,000		$700		$1,000		$428





Net paycheck comparison  





Let’s look at the effect pre-tax and Roth after-tax contributions have on your paycheck. 



In this example, for someone in a 30% combined federal & state income tax bracket, a $100 PRE-TAX contribution results in only $70 being deducted from your paycheck because tax is deferred until it is withdrawn from your MNDCP account. Saving $30 in taxes in the current year.



Whereas, a $100 Roth after-tax contribution results in $100 being deducted from your paycheck and $43 in taxes is taken up front at the time it is contributed  rather than when you take a distribution out of your account.







Contribute

		Choose your own investment portfolio		For the investor who knows their goals, risk tolerance and time horizon and wants to build or add to their current portfolio
Gives more experienced investors a variety of investments to choose from

		Consider a Target                Date Fund		For the investor who doesn’t have the  time or experience to manage their own investment mix and wants a simplified way to invest 
 Each fund is a complete, diversified investment portfolio. An investment strategy that invests more conservatively as the target retirement date nears
Not guaranteed at any time, including on or after the target date.











You have three options to determine how to invest your contributions. But before you jump in and start choosing investments, you’ll typically spend some time thinking about your financial strengths and weaknesses.



If you are comfortable researching and making sure your retirement investments have the right mix of stocks and bonds, if you consider yourself a knowledgeable investor who understand investments concepts such as asset allocation, diversification and long-term horizon investing, then you’ll probably want to select your own investments The investment choices available in the MNDCP span a variety of asset classes with varying risk and return potential. 



If you’re the kind of person who would rather simplify investing. You don’t want to spend your time following every twist and turn of the stock market and making sure your portfolio is properly diversified. Or you don’t have any idea about investing, a Target Retirement Fund may be the right investment option for you.



Either way, we can help you determine which investment approach is most appropriate for you. Our Plan Now Guide offers a step by step guide, our website has a short video on Target Date Funds, or you can meet with a MSRS Representative for help.













Target Date Funds Disclosure

Generally speaking, investments in Target Retirement Funds are subject to the risks of their underlying funds. The year in the Fund name refers to the approximate year (the target date) when an investor in the fund would retire and leave the work force. The Fund will gradually shift its emphasis from more aggressive investments to more conservative investments based on its target date. An investment in a Target Retirement Fund is not guaranteed at any time, including on or after the target date.





Read Slide
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Withdrawal eligibility begins:

30 days after ending employment

Upon death

Upon disability

No IRS 10% tax penalty on withdrawals prior to age 59 ½  

Withdrawals from pre-tax source            =  pay income tax

     Withdrawals from Roth after-tax source	=	tax-free*

* Provided qualifying conditions are met 









You can begin withdrawing money from your MNDCP account beginning 30 days after you end employment AT ANY AGE. 



If you are under age 59 ½ when you take a withdrawal, you don’t have to worry about the 10% IRS withdrawal penalty. Unlike IRA’s or 401(k) or 403(b) plans, the MNDCP is not subject to this 10% tax penalty.



If you contributed pre-tax dollars to your account, you will pay income tax on the amount you withdraw.

If you contributed Roth after-tax dollars to your account, your withdrawals are tax-free, provided you held a Roth account for 5 years and are over age 59 ½. 



Finally, you can’t leave your money in your account forever. The IRS requires you to begin taking minimum distributions (a.k.a., withdrawals) when you reach age 70 ½, unless you’re still working. 







Upon death 



Beneficiary designation supersede bequests                      made in will

No probate process

 Assets pass to designated beneficiaries

If no beneficiary designation:

current spouse, or if none

estate
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As you approach retirement, it’s natural to think about what you’d like to do with your assets in the event of your death. The MNDCP offers the survivor benefits that can help you protect the interests of your loved ones. But it all starts with you making sure that your beneficiary information is up to date. 



The benefit of naming beneficiaries is that upon your death, assets in your retirement plan accounts supersede your will in determining to whom assets are transferred thus avoiding the lengthy and expensive probate process.



If you do not name a beneficiary or no named beneficiary(ies) survive you, your MNDCP account automatically defaults to your current living spouse as your sole primary beneficiary. If you do not have a current living spouse, a lump sum payment will be made to your estate.















Let’s talk about the Health Care Savings Plan administered by MSRS.





An employer sponsored tax-free savings account No Social Security, Medicare or income taxes

 Tax-free contributions

 Tax-free potential growth

 Tax-free reimbursements

Used to reimburse post employment health care expenses for employee, spouse, legal tax dependents, and children up to 26th birthday.  

NOTE: Your Social Security benefit may be slightly reduced                                            because no FICA tax  is collected on contributions



                What is the HCSP?

  







HCSP is a 100% tax-free savings plan.  No federal, state, or FICA taxes are charged on contributions, earnings, nor withdrawals as long as they are used to pay for eligible health care expenses for the participant, spouse and legal dependent(s).



MSRS started offering the plan on July 1, 2001.  It currently has over 500 participating MN public employers with over 86,000 participants and $611 million total assets.  Average Account Balance is $7,100 





Severance payment	$10,000       Severance payment  $10,000

Federal Income Tax	    2,500       Federal Income Tax             0

State Income Tax	       705       State Income Tax                 0

FICA Tax		       765       FICA Tax                              0

Net cash payment	  $6,030      Net HCSP payment  $10,000

For illustration purposes only.  This hypothetical example  is not a guarantee and assumes a 25% federal withholding rate + 7.05% state withholding rate + 7.65% FICA (Social Security and Medicare) tax rate. 

Individual tax rates will vary based on total taxable income and filing status for the year.



HCSP Payout





Cash Payout

(Taxed: Federal, State, FICA)



HCSP



Tax-free matters





Let’s compare a taxable payout with a payout from an HCSP account.



Tax-free means that you save about 30% to 40% more of your money for your needs.  This example represents withholding for a Minnesota resident earning about $50,000/year.  Your case may be higher or lower depending on taxable income in the year contribution(s) are made.  





Participation MUST be…

Negotiated in the union contract; or 

Included in the personnel policy for                                                              non-union employees



Participation CANNOT be…

Individual choice—group participation                                                    must be specified in bargaining unit                                                       or personnel policy  











        Eligibility for participation





This is a group benefit that is bargained.  Eligibility criteria must be included in a union contract or in the personnel policy if the employee is non-union.  Unfortunately, individuals cannot make an individual choice to participate in the plan. The contract language must not provide preference to certain participants.  Proposed language must be approved by MSRS.  If MSRS does not have the chance to review the contract language, the HCSP part of the contract or personnel policy may be rejected by MSRS in order to protect the tax-free status of the plan.



There are a number of ways that groups can participate in the plan.  For example, members of a group may elect to have their lump sum severance and/or unused vacation placed in the plan upon termination.   They may also decide to set aside an on-going contribution  of a percentage of pay or a certain dollar amount deposited each pay period.  Some groups also elect to have a certain number of hours of unused vacation/ PTO placed into the plan every year.  Each group makes their own decision  on how they wish to participate.  





		Broad International Stock Fund

		U.S. Stock Actively Managed Fund

		U.S. Stock Index Fund

		Balanced Fund

		Bond Fund

		Stable Value Fund

		Money Market Fund                                         (default option)
An investment in a money market fund is not insured or guaranteed by the Federal Deposit Insurance Corporation (FDIC) or any other government agency. Although the fund seeks to preserve the value of the investment at $1 per share,   it is possible to lose money by investing in the fund.



Higher Risk/   Potential Reward

Lower Risk/    Potential Reward



 Investment information     







These investment options are ranked from the highest risk/potential reward at the top to the lowest risk/potential reward at the bottom.  You may choose to invest in as many of the options as you like.  We require whole percentages in your allocation (e.g. 1% is OK, but not 7.25%).  You can also re-allocate your investment options in the future. 



When contributions are received by MSRS for the first time, they are placed in the Money Market Fund (default option).  Participants are encouraged to review the investment options to see if they want to continue to have their money invested in the Money Market Fund or if they want to re-allocate some or all of their money in other accounts.    



The Investment Options handout provides details on the different investment options.  The Investment Performance sheet also provides information on past performance and the annual investment fees.  Please remember that past performance does not guarantee future performance.  

No investment is 100% risk free.  Consider all risks involved with investing.  Consult a financial planning or investment advising professional if you need help deciding on your investment selections.













   Investment information     

Disclosure

Please consider investment objectives, risks, fees and expenses carefully before investing. Additional disclosure documents can be obtained from a registered MSRS representative or www.msrs.state.mn.us/investments-hcsp  Read them carefully before investing. 



No investment is 100% risk free. You can incur loss of principal by investing. There is no assurance that investing will ensure a profit or protect against loss. 







Please remember that past performance does not guarantee future performance.  



No investment is 100% risk free.  Consider all risks involved with investing.  Consult a financial planning or investment advising professional if you need help deciding on your investment selections.











Upon termination of employment… at any age

Once retired

If collecting a disability benefit                                                   from a MN public employer



              When can I access                           my account?

  







The account is for POST RETIREMENT health/medical expenses available after termination of employment for any reason.  It does not require the participant to file for a pension from MSRS or any other pension system.  There is also no minimum age requirement.





Eligible medical/dental expenses

Common examples:

Insurance Premiums

Health, Medicare, Dental, Long-Term Care

Dental costs

Eye care costs

Co-payments & prescription drugs

Over the counter with prescription





For other eligible expenses, see IRS Publication 502









         What is reimbursable?

  





Most out-of-pocket costs associated with going to a clinic, hospital, dentist, optician, etc will qualify for reimbursement.  As long as it is deemed a medical need, rather than quality of life or general well-being, the expense will usually meet the IRS standard for qualifying expense.  IRS Publication 502 has the complete listing of qualifying expenses.  Some costs may require a doctor’s note in order to qualify.  Medical, dental and long-term care insurance premiums also qualify for reimbursement.  Although LTC insurance premiums are considered qualifying expenses, LTC services may not qualify.   





Life insurance premiums

Teeth bleaching

Cosmetic surgery

Finance charges on bills

Fees for health club memberships

Funeral expenses

Vitamins	







          What cannot be reimbursed?





Costs involved with the death of a participant or legal dependent are not considered medical costs, so things like funeral expenses and life insurance premiums are not reimbursable.  However, hospital bills, doctor bills, etc that are medical costs accrued by the deceased before death can be submitted for reimbursement after death.  Vitamins and health club membership can help you stay healthy and live a longer and better life, however, these are considered general well-being expenses and not medical in nature.  However, the IRS may consider these to be reimbursable if prescribed by a doctor (e.g. pre-natal vitamins).  Cosmetic surgery is not reimbursable, but reconstructive surgery costs may be.



HEALTH CARE REFORM

The Patient Protection & Affordable Care Act was signed into law by President Obama on March 23, 2010. The Act is a product of the health care reform efforts of the 111th Congress and the Obama administration. The law includes health related provisions to take effect over several years. 



This legislation is extensive and will take several months or possibly a year or more for the provisions to be clearly understood. The IRS, Department of Labor, the Department of Human Services will need to work together to issue guidance and regulations for implementation to take place. In addition, the timeline for implementation is over an eight year period which adds complexity because the rules/regulations may change before they are implemented. Some provisions became effective as early as September 23, 2010 and others are not effective until 2018.



IMPACT ON HCSP

Over the counter drugs/medications (except insulin) will not be reimbursable without a prescription. The list of items that falls in this category is quite extensive and the law is very clear that these will no longer qualify for tax-free reimbursement from the Flexible Spending Arrangements – including HCSP.







By Telephone:

Toll Free at 1-800-657-5757 

 or

 651-296-2761



By Website:
www.msrs.state.mn.us

Visit one of our Offices:

 




  St. Paul ~ 60 Empire Drive · Suite 300

  Mankato ~ 11 Civic Center Plaza · Suite 150

  Detroit Lakes~ 714 Lake Ave · Suite 102

  Duluth ~ 324 W. Superior St · Suite 530  

		       Medical Arts Building

      

 If you are planning to visit one of our offices, we encourage you to schedule an                                                               appointment so that  we can provide you with the best service possible. 



Thank You for Attending

For more information…

Core securities, when offered, are offered through GWFS Equities Inc. and/or other broker dealers.


GWFS Equities Inc., Member FINRA/SIPC, is a wholly owned subsidiary of Great-West Life & Annuity Insurance Company.. 
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And if you have questions about your account or some of the topics we discussed today, here’s how you can contact MNDCP. If you’d like to talk about catch-up contributions, minimum distributions, withdrawal options, or anything else we covered, feel free to contact us. This information is also part of the handout you’ve received. 







Important Notes



Today’s workshop was designed to:

Provide you with fundamental information on your MSRS retirement plans

Objectively highlight your investment options

Outline other sources of information for your decisions

Please read all investment related information prior to investing 

This presentation is for general education purposes only and does not, nor is intended to constitute legal, tax, investment or financial advice of any kind.

Please consult your own advisors for such advice

 









Important Notes



Core securities, when offered, are offered through GWFS Equities Inc. and/or other broker dealers.

GWFS Equities Inc., Member FINRA/SIPC, is a wholly owned subsidiary of Great-West Life & Annuity Insurance Company. 


Advisory Services offered by/available through/provided by Advised Assets Group, LLC (AAG), a federally registered investment adviser and wholly owned subsidiary of Great-West Life & Annuity Insurance Company.  More information can be found at www.adviserinfo.sec.gov. 

TD Ameritrade: Brokerage services provided by TD Ameritrade, Inc., member FINRA/SIPC/NFA. TD Ameritrade is a trademark jointly owned by TD Ameritrade IP Company, Inc. and The Toronto-Dominion Bank. All rights reserved. Used with permission. Additional information can be obtained by calling TD Ameritrade at 866-766-4015. TD Ameritrade & GWFS Equities, Inc. are separate and unaffiliated.
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