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Who is MERS?

Who is MERS?

The Municipal Employees’ Retirement System
(MERS) of Michigan is an independent professional
retirement services company that was created to
administer the retirement plans for Michigan’s local
units of government on a not-for-profit basis.
Today MERS proudly counts over 100,000
participants all across the state, many of them
your friends and family, neighbors and coworkers.
MERS members are police officers and fire fighters,
lawyers, librarians and more, located everywhere
from Marquette to Marshall, and plenty in between.

MERS Retirement Board
MERS is governed by a nine-member Retirement
Board, made up of representatives from
municipalities at the employer, employee, and
retiree level, and the general public. It has the
fiduciary responsibility for selecting the investment
options and oversees the System.
The Board appoints the Chief Executive Officer,
who manages and administers MERS under the
supervision and direction of the Board. The Board
also oversees the MERS 457 Plan Document,
which governs the benefit provisions of your plan.

myMERS Online Account Access

myMERS Online Account Access

With myMERS, you can access your MERS plan(s) 24 hours a day,
seven days a week for account details, statements, beneficiary
information, publications, forms, calculators and much more.
Join the thousands of MERS participants who are already enjoying
the benefits of myMERS. To get started, visit the “Account Access”
section on mersofmich.com.

A Closer Look at MERS 457 Supplemental Retirement Program

A Closer Look at MERS 457 Supplemental Retirement Program

The MERS 457 Program is designed specifically for public sector employees — people just like you — and
is another great way for you to save while also providing tax benefits. The program offers you an invested
account you manage, in which a portion of your salary is contributed and invested for use after you leave
employment. You decide to participate, how much to contribute, and how to invest your assets. When you
leave employment, your benefit is based on the total amount of money in your account.
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Contributions
The MERS 457 Program offers you a variety of ways
to contribute to your account, each with its own
distinct advantages. Contributions are deducted
from your paycheck and deposited in your account.
Participation in the program is voluntary and you
may elect to start or stop contributions at any time,
as well as increase or decrease contributions.
Contribution changes will be effective as of the first
pay period of the month following the date you
submit the change to your employer, or as soon as
administratively possible thereafter.
Your employer may also make contributions to
your account based on the provisions they’ve
adopted. For more information regarding your plan
provisions, contact your employer or MERS’
Service Center.
Here’s a look at the ways you can contribute
to your program:

Pre-Tax Contributions
Your pre-tax contributions can be either a flat dollar
amount or a percentage of payroll. Contributions
are deposited into your individual account before
taxes are calculated, therefore reducing your taxable
income. In addition, no taxes are due on investment
earnings until the money is withdrawn. This allows
the account to grow faster than a taxable account.

457 and Social Security
In most cases, contributions to 457 programs are
subject to Social Security tax at the time they are
deferred from your pay. If your employer doesn’t
participate in Social Security, employees hired after
April 1, 1986, will be subject to the Medicare-only
portion of FICA on both employer and employee
plan contributions

Roth (After-Tax) Contributions
If your employer adopts the Roth provision, you
can make Roth (after-tax) contributions to your
MERS 457 account. The benefit of the Roth
provision is it allows tax-free withdrawal of your
assets, if you meet the requirements:
• T
 he assets must remain in the account for
five years after January 1 of the year of the
initial contribution, or you turn 59½,
whichever is longer; or
• If you become disabled (see Disability Benefits
on page 8)
If the requirements for a qualified distribution are
not met, then Roth withdrawals are tax-free, but the
earnings portion of the Roth distribution will be taxed.

Which is better: Roth or Pre-Tax Contributions?
Like most questions involving investing, there’s no easy answer. Everyone should evaluate their personal
situation to determine the right strategy for them. MERS has a variety of investment and retirement calculators
available on our website to help. Points to remember:
• You can contribute on both a pre-tax basis and after-tax basis (Roth)
• Choose between pre-tax and Roth assets at the time of distribution to best fit your retirement needs

Tax Benefit Comparison
Sample Paycheck
Gross Wages:
MERS 457 Plan - Pre-Tax Contributions
MERS 457 Plan - Roth Contributions
Payroll Deductions:
Federal Income Tax
Social Security Tax
Medicare Tax
MI State Income Tax
Net Pay (Take-home pay):

No Program Deductions
$ 2,000.00
0.00
0.00
245.92
124.00
29.00
85.00
$ 1,516.08

MERS 457
MERS 457
Pre-Tax Contributions Roth Contributions
$ 2,000.00
100.00
0.00

$ 2,000.00
0.00
100.00

223.92
124.00
29.00
80.75
$ 1,442.33

245.92
124.00
29.00
85.00
$ 1416.08

Taxes factored as bi-weekly, single and one dependent wage earner.
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Contribution Limits

Rollovers

While you can decide your level of contributions,
the IRS sets maximums for how much can be
contributed to your account in a given year. This
annual limit is based on the combined contributions
made by you or your employer to all 457 accounts
you participate in.

If you leave your employer, you can also roll over
part or all of your account into another eligible plan.
For a chart of eligible plans, please see page 5.

When you participate in the MERS 457 Program,
you may contribute the lesser of:
• 1
 00% of your gross income, after subtracting any
mandatory pre-tax contributions to 401 qualified
retirement plans, such as the MERS Defined
Contribution Plan;
OR
• No more than the IRS allowed annual limit on
contributions. This amount may change from
year to year because it is indexed for inflation.
Please see our Retirement Plan Contribution
Limits and Reporting Data chart for the most
current information.
Contributions to 401(a), 401(k) or 403(b) plans
generally have no impact on the amount of
contributions permitted under a 457 plan and
vice versa (except for purposes of determining a
participant’s unused deferral limit prior to 2002
in connection with Special Catch-Up). You may
contribute the maximum amount under the MERS 457
Program regardless of the amount you contributed
to a 401(a), 401(k) or 403(b) plan. If your employer
sponsors another 457(b) plan, the maximum applies
to both plans – meaning your combined contributions
cannot exceed the maximum.

Full Rollovers
You can also choose to roll over your account
into another qualified retirement program or into a
personal IRA account. Any Roth contributions and
associated earnings can only be rolled into a like
Roth account. Rolling your plan into another plan
allows you to avoid the 20% mandatory federal
income tax withholding. However, other taxes
may apply. Please contact a tax advisor for more
information.

Partial Rollovers
Distribution of after-tax contributions from the plan
may be rolled over into either a Traditional IRA,
Roth IRA or to certain employer plans that accept
rollovers of after-tax contributions and separately
account for them. The following rules apply:
• Into an IRA – You may rollover after-tax
contributions to a Roth IRA or a Traditional IRA
either directly or indirectly. Once you roll over
these contributions, they cannot be rolled over to
another qualified employer plan.
• R
 ollover into an Employer Plan – You may roll
over after-tax contributions to another qualified
retirement plan or a Section 403(b) annuity
plan using a direct rollover. The other plan must
separately account for amounts rolled over,
including the earnings on those
after-tax contributions.

Special Provisions For
Our Military Members
If your employment is interrupted by qualified
military service (Section 414(u)(4) of the IRS
Code), your contributions stop during your
service. When you return to your employer,
you can resume your contributions, and
you may also elect to make additional
contributions to catch up for the time
you missed.
The additional contributions may not exceed
the amount that would have been contributed
during the leave period.
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Rollover Contributions
You can also roll over any other eligible retirement or savings plans into your MERS 457 Program. A rollover
is when you move your money from one eligible retirement plan into another eligible plan. Plan rollovers allow
you to consolidate your savings under one plan.
The following plans would be eligible for rollover into your MERS 457 account:

Rollover To:

2

3
4
5
6

Other Employer
Provided Plans
Designated
Roth
Accounts

Traditional Roth Simple SEP

Pre-tax

Roth

Pre-tax

Yes

Yes3

Yes

Yes3

Yes

Yes

Yes3

Yes

Yes4

No

Yes

Roth

No		

Yes5

No

Yes5

No

No

Yes5

No

Yes

No

No

Pre-tax

Yes

Yes3

Yes

Yes3

Yes

Yes

Yes3

Yes

Yes4

No

Yes

Roth

No		

Yes5

No

Yes5

No

No

Yes5

No

Yes

No

No

Yes6

Yes3

Yes6

Yes3

Yes

Yes

Yes3

Yes

Yes4

No

Yes

Qualified
Pre-tax
Plans2

Qualified
Pre-tax
Plans2

Individual Retirement
Accounts (IRA)

Yes6

Yes3

Yes6

Yes3

Yes

Yes

Yes3

Yes

Yes4

No

Yes

Designated
Roth
Accounts

MERS Defined
Contribution
401(a)

Roth

No		

Yes5

No

Yes5

No

No

Yes5

No

Yes

No

No

Yes6

No

Yes6

No

Yes

Yes

No

Yes

Yes4

No

Yes

No		

No

No

No

No

No

No

No

Yes

No

No

Yes

No

Yes

No

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

No

Yes

No

Yes

Yes

No

Yes

Yes

No

Yes

TradiSEP Simple Roth tional

Other Employer
Provided Plans
Individual Retirement
Accounts (IRA)
1

Other
Governmental
457(b)

Pre-tax

MERS Defined
Contribution
401(a)

Rollover From:

Other
Governmental
457(b)

MERS 457

MERS 457

4

Rollovers from SIMPLE IRAs only allowed after 2 years of participation.
Qualified Plans include 401(k), money purchase,
profit-sharing, ESOP (stock bonus plans or money purchase plans) contributions minus dividends, and defined benefit plans
Must include in taxable income and be an in-plan rollover
Must be included in taxable income
Must be a direct trustee-to-trustee transfer
Must have separate accounts
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Catch-Up Provisions
Special Catch-Up Contributions
If you don’t contribute the maximum amount in a
given year, you may be eligible to utilize the IRS
“Special Catch-Up” contributions as you near
retirement. During the three-year period prior to the
calendar year in which you reach Normal Retirement
Age (generally determined by your pension plan, not
to exceed 72) and plan to retire, you can contribute
the lesser of the normal contribution limit + previously
unused deferrals OR two times the federal maximum
limit. See example below.

You may not use this special catch-up contribution
in addition to the Age 50 catch-up (below) in the
same year.
To determine if you’re eligible, please complete the
457 Pre-Retirement Contribution Catch-Up Form
(MD-414), available on myMERS.

Example
In 2015, Cara planned her retirement three years before reaching her normal retirement age (2018). She reviewed all
past years for which she was eligible to participate in her employer’s 457 program (2012 in this case) and began making
Special Catch-Up Contributions in 2015, 2016, and 2017. Below is a chart that shows an example of how catch-up
contributions may have worked for her, based on IRS limits.
Year

Your 457 Contribution

Maximum Amount

Underutilized Amount

2012

-

$ 17,000

$ 17,000

2013

$ 17,500

$ 17,500

-

2014

$ 10,000

$ 17,500

$ 7,500

Total
Year

$ 24,500
Maximum
Regular
Contribution

Underutilized
Amounts from
Prior Years

Maximum amount, including special catchup (lesser of normal deferrals + underutilized
deferrals OR two times normal deferral limit)

Remaining
Catch-Up

2015

$ 18,000

$ 24,500

$ 36,000

$ 6,500

2016

$ 18,000

$ 6,500

$ 24,500

-

2017

$ 18,000

-

$ 18,000

“Age 50” Catch-Up Contributions

Qualified Military Service Catch-Up Contributions

There are other ways to save, too. During the
calendar year you turn age 50 or after, you are
allowed to contribute an additional amount
annually. Additional amounts are determined by
the IRS on an annual basis and can be obtained
by visiting www.irs.gov or by contacting MERS at
800.767.6377. However, you cannot use the “Age
50” catch-up provision in the same year(s) that you
take advantage of the “special catch-up.”

If your employment was interrupted by qualified
military service, you may elect to make additional
contributions when you resume employment.
The additional contributions may not exceed the
amount that could have been contributed during
your leave period.
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MERS Investments
The MERS 457 Program is an invested account, meaning you take an active role in determining your financial
goals, making investment choices and monitoring your portfolio. The decisions you make today will affect the
results you see tomorrow.
The MERS Investment Menu is simplified into three categories to help you find the investment mix that best
meet your investment style.

1

“Do it for me”

Investment Oversight — and Insight

The Retirement Strategies are a
simplified way to invest. These options
are fully diversified, professionally
managed, and automatically adjust
over time as you get closer to
retirement.

While we’ve made investing easier with the
MERS Investment Menu, there are other ways
we help you, too.

“Help me do it”

2

These Premium Selected Options were
actively chosen for you by MERS.
Here you have access to pre-built
portfolios that MERS helps you
manage by monitoring the investment
managers and rebalancing the
portfolio quarterly. It also gives you
access to selected funds to help you
build your own portfolio.

“I’ll do it myself”

3

The Self-Directed Brokerage Account
gives you access to funds outside
of MERS investment menu. The
available investments under this
window have not been reviewed by
MERS. You are solely responsible for
determining the appropriateness of
the investment options.

The MERS Retirement Board and Office of
Investments actively manage the investment
options available to you. We review our investment
menu on a regular basis and changes are made if
appropriate. If a fund is removed, you will be given
at least 30 days notice before the change.
You’ll also find some insight in the Understanding
the MERS Investment Menu publication, which
offers a closer look at each of the investment
sleeves, instructions on changing your investment
selections, glossary and more.
In addition to the account statements we send you
quarterly, another important publication we offer
is the MERS Investment Menu Summary, which
details the performance and fees of each of our
funds. The summary is updated on a quarterly
basis, making sure you have the most up-to-date
investment information. You can download a copy
of the publications on our website or myMERS, or
call us to have them sent to you.

Making Investment Changes
You’ll find additional information on our website, as
well as forms, benefit calculators, and helpful tutorials.
You can also contact MERS Service Center weekdays
by calling 800.767.MERS (6377).
Quarterly Employer

457 Program
Statement –
Quarterly
– 457 Program
June 30, 2011StatementQuarterl
2011 – Employer
y Employe
e
r

Period: April 1,

2Q

6/30/14

Page 1 of 2

Fund Performa

Investment Menu Summary
Municipality

1134 Municipal Way Lansing, MI 48917 | 800.767.MERS (6377) | www.mersofmich.com

Performance & Fees –
Defined Contribution Plan, Hybrid Plan (Part II), Health Care Savings Program, and 457 Program

Invested
%

0%

1

2

Average Annual Total Return

Proportion
of Stocks

Fund Name

Stocks

100%

Quarterto-date

1 yr.

3 yr.

10 yr.

5 yr.

Total Annual
Operating Expense
As a % Per$1,000

66
Active Participants:
144
Terminated Participants:
Total: 210

Retirement Strategies:
Based on projected retirement date and gradually change from a more aggressive allocation to a more conservative allocation
MERS 2005 Retirement Strategy
MERS 2010 Retirement Strategy
MERS 2015 Retirement Strategy
MERS 2020 Retirement Strategy
MERS 2025 Retirement Strategy
MERS 2030 Retirement Strategy
MERS 2035 Retirement Strategy
MERS 2040 Retirement Strategy
MERS 2045 Retirement Strategy
MERS 2050 Retirement Strategy

2.88%
3.38%
3.55%
3.72%
3.97%
4.06%
4.31%
4.42%
4.46%
4.48%

9.57% 5.63% -11.96% 6.74% -13.92% 7.65% -15.32% 8.31% -16.91% 9.04% -18.31% 9.63% -19.81% 10.22% -20.88% 10.64% -20.91% 10.65% -20.90% 10.66% --

-----------

0.48%
0.49%
0.49%
0.49%
0.49%
0.49%
0.49%
0.49%
0.49%
0.49%

$4.80
$4.90
$4.90
$4.90
$4.90
$4.90
$4.90
$4.90
$4.90
$4.90

MERS 2055 Retirement Strategy

4.48%

20.90% 10.63% --

--

0.49%

$4.90

Details
Contribution
Source

Rollover Roth

3.56%
3.27%
3.01%

20.25% 10.00% -16.53% 8.54% 11.98%
14.49% 8.66% 11.54%

-0.72%
7.32% 0.70%
6.63% 0.61%

$7.20
$7.00
$6.10

2.96%
2.64%

12.73%
9.37%

---

$6.80
$6.40

Note: 2.00% charge from amounts withdrawn/transferred within 90 days of each contribution

7.59% -6.45% --

0.68%
0.64%

Expanded Funds:
A variety of funds that can provide additional diversification to an investment portfolio
Stable Value and Bond Funds
MERS Stable Value (not available to HCSP or 457)

0.60%

MERS Short-Term Managed Income
MERS Diversified Bond Fund
Dreyfus Bond Market Index*
PIMCO Total Return Fund
PIMCO High Yield Fund

0.15%
2.65%
2.04%
2.40%
1.87%

0.59%
5.46%
3.86%
4.49%
9.52%

5.15%
4.60%
5.58%
1.72%
8.48%
3.51%
4.65%
4.94%
0.31%
4.14%
2.98%
6.29%

24.25%
27.63%
27.38%
22.05%
13.27%
21.88%
23.61%
23.81%
19.25%
22.74%
21.86%
13.09%

Note: Amounts withdrawn may not be transferred to the MERS Short-Term Managed Income Fund for 90 days

Understanding the
MERS Investment Menu
For participants in the MERS Defined Contribution Plan,
MERS Hybrid Plan, MERS Health Care Savings Program or
MERS 457 Supplemental Retirement Program

1.89%

2.29% --

--

0.50%

$5.00

0.71% 0.85%
4.65% 6.27%
3.09% -3.93% -7.68% --

4.46% 0.53%
5.82% 0.65%
-0.47%
-0.81%
-0.90%

$5.30
$6.50
$4.70
$8.10
$9.00

Stock Funds
MERS 500 Index Fund
MERS Large Cap Fund
MERS Mid Cap Fund
MERS Small Cap Fund
MERS Emerging Market Fund
MERS Global Equity Fund
American Beacon Large Cap Value Fund*
Principal MidCap Blend Fund*
Invesco Small Cap Equity Fund*
Schwab International Index*
American Funds EuroPacific Growth Fund*
Cohen & Steers Realty Shares*

16.39%
14.63%
15.56%
13.62%
--17.02%
16.91%
11.66%
7.41%
6.77%
9.12%

18.53% 7.92% 0.40% $4.00
18.33% 7.32% 0.57% $5.70
20.69% 11.26% 0.66% $6.60
19.48% 7.63% 0.60% $6.00
--1.04% $10.40
--0.76% $7.60
--0.91% $9.10
--0.93% $9.30
--0.90% $9.00
--0.56% $5.60
--0.85% $8.50
--0.94% $9.40
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MERS Established Market

100.00%

MERS Diversified Market

100.00%

MERS Shrt-Trm Managed Inc

100.00%

MERS 500 Index

100.00%

MERS Large Cap

100.00%

MERS Mid Cap

100.00%

MERS Small Cap

Fund
American Century
2,222,222.00
1,000,000.00
Government
Bond Fund*
Dreyfus Bond
1,000,000.00
2,222,222.00
1,000,000.00
Market Index*
PIMCO Total
1,000,000.00
2,222,222.00
1,000,000.00
Return Fund
PIMCO High2,222,222.00
1,000,000.00
1,000,000.00
Yield Fund
Target Date 2,222,222.00
1,000,000.00
1,000,000.00
Funds

1,000,000.00
800.767.2308.

MERS 2005 2,222,222.00
1,000,000.00

Retirement
Balance
Strategy
Program
MERS 2010 2,222,222.00
1,000,000.00
1,000,000.00
Retirement

1,000,000.00

Balance
MERS
Beginning
2015 Retirement
1,000,000.00
2,222,222.00

Strategy
1,000,000.00
Strategy

MERS 2020 2,222,222.00
Contributions
1,000,000.00
1,000,000.00
Retirement
Strategy
$1,000,000.00
$350.00
MERS Results
2025 Retirement
100.00%
Dreyfus Bond Market Index
1,000,000.00
2,222,222.00
1,000,000.00
Net Investment
Strategy
$1,000,000.00
MERS 2030 2,222,222.00
$1,000.00
100.00%
PIMCO Total Return
1,000,000.00
1,000,000.00
Withdrawals
Retirement
Strategy
$100,000.00
MERS
Withdrawals
$262.00
2035 Retirement
100.00%
Victory Diversified Stock
1,000,000.00
2,222,222.00
1,000,000.00
Emergency
Strategy
$1,000,000.00
MERS 2040
100.00% Am Beacon Lg Cap Value
2,222,222.00
1,000,000.00
Retirement
$1,000,000.00
Other1,000,000.00
Strategy
$1,000,000.00
MERS 2045
100.00% AmFunds Growth Fund of America
1,000,000.00
2,222,222.00
1,000,000.00
Balance Retirement
$1,000,000.00
Ending
Strategy
MERS 2050
100.00% Principal $2,200,000.00
MidCap Blend
1,000,000.00
2,222,222.00
1,000,000.00
Retirement
$1,000,874.00
Strategy

Other
Ending
Average
Annual Total
Balance
Return
Quarter-to-date 03/31/2011
1-Yr
5-Yr
100,000.00
5,555,555.00

333,333.00

4,444,444.00

100,000.00

5,555,555.00

333,333.00

4,444,444.00

100,000.00

5,555,555.00

333,333.00

4,444,444.00

100,000.00

5,555,555.00

333,333.00

4,444,444.00

100,000.00

5,555,555.00

4,444,444.00

100,000.00

5,555,555.00

4,444,444.00

100,000.00

5,555,555.00

4,444,444.00

100,000.00

5,555,555.00

4,444,444.00

100,000.00

5,555,555.00

333,333.00
333,333.00

$1,000,000.00

333,333.00

$1,000,000.00

333,333.00

$100,000.00
4,444,444.00
$0.00

333,333.00

100,000.00

5,555,555.00

4,444,444.00

100,000.00
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Life Changes
Life Changes
When the unexpected happens, it helps to have the security and peace of mind the MERS 457 Program
offers. This section offers an overview of how you’re covered in the event of death, disability or divorce.

Beneficiaries

Divorce

One of the most important things you can do for
yourself and your family is to name a beneficiary.
Equally important is to make sure your information is
always up-to-date in our records.

Divorce is an event that can have a huge impact
on your financial future. Your MERS 457 account is
considered marital property and your spouse may
be entitled to a portion of your account. If you find
yourself in the process of a divorce, here are some
steps to follow:

You may name a spouse, non-spouse, child(ren),
a trust and/or charity as a beneficiary through your
myMERS account, or by completing the MERS 457
Beneficiary Designation Form (MD-403) found on
our website. Changes to your beneficiaries can be
made at any time, before or after you leave current
employment, until your account balance is $0.
Your beneficiary will receive your account balance
upon your death and will retain all of the same
account privileges you had, and may elect to invest
in any of the funds offered or request distributions,
using the 457 Spousal Beneficiary Distribution
Request Form (MD-406).
There are two kinds of beneficiaries you can name:
A Primary Beneficiary is entitled to your remaining
account balance in the event of your death.* You
may name multiple Primary Beneficiaries indicating
the percentage of payout (must
total 100%).
A Contingent Beneficiary is entitled to receive the
remaining account balance in the event of your death
and your Primary Beneficiary’s death.* Contingent
Beneficiaries receive the benefits of the account if
there are no living Primary Beneficiaries. You may
name multiple Contingent Beneficiaries indicating the
percentage of payout (must total 100%).
* The rules regarding distributions to beneficiaries vary greatly
based on certain conditions. For example, not all of the
rollover options available to the spouse are available to nonspouse beneficiaries. Please contact MERS to discuss your
specific circumstances and available options.
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1.

 ownload a model domestic relations order
D
(DRO/QDRO/EDRO*) from our website — your
attorney may find it helpful.

2.

 end us a copy of your proposed domestic
S
relations order for review and approval prior to
entry by the court.

3. S
 end us a complete copy of your Judgment
of Divorce and a copy of the final domestic
relations order after your divorce is granted.
* Domestic Relations Order (DRO), Qualified Domestic
Relations Order (QDRO) and Eligible Domestic Relations
Orders (EDRO) are specific types of court orders that divide
a public employee’s retirement pension. Processing
fees may apply.

Disability Benefits
Disability, whether duty or non-duty related,
is defined as a physical or mental impairment
rendering you permanently incapable of performing
gainful activity for which you are suited. If you
end your employment due to your disability, you
will have access to your pre-tax, employer and
Roth contributions.
To request a distribution from your account, you
must complete and submit the 457 Distribution
Form (MD-405), along with evidence of the disability,
for review and approval. MERS will process the
request, upon your employer’s approval.
The same procedure is required for distributions of
any Roth contributions you may have.

www.mersofmich.com

Using Your Account
Using Your Account
With the MERS 457 Program, you have an active role in managing and monitoring your account. MERS gives
you the tools to help you reach your goals, and offers you a variety of ways to use your account.

Voluntary In-Service Distributions

Loans

While you’re still employed, you may request to
withdraw your entire account balance if you meet
the following requirements:

Some MERS employers have adopted provisions
allowing you to borrow against the pre-tax portion
of your account. If you are unsure if your employer
allows for loans, contact your employer or the
MERS Service Center.

• No contributions have been made within the
last two years
• Your account balance does not exceed $5,000

If your municipality allows loans:

• You have not received a prior in-service
distribution

• There is a $150 administration fee for each loan.

• Federal and state taxes may apply

Using Your Account in an Emergency
There may come a time in your life when you have
an unexpected financial event. An unforeseeable
emergency is defined as a severe financial hardship
created by a sudden and unexpected illness or
accident; loss or damage to your property due to
an accident; disaster, destruction, theft, or other
severe and unforeseeable circumstances. If you or
your primary beneficiary has a qualifying need, you
may be eligible for a distribution from your account.
Unlike a loan, you do not have to pay back an
emergency withdrawal.
Please note: MERS will provide final approval of all such
requests.

• Loans can be initiated only once every 365 days.
• Only two outstanding loans are permitted at one
time.
• The minimum loan amount is $1,000.
• The maximum loan is 50% of your vested
account balance, up to $50,000. The $50,000
maximum is based on all 457 account balances
combined.
• Loans may be issued for a period of up to five
years.
• Loan repayments will begin immediately using
after-tax dollars.
• You must repay loans using payroll deductions.
• If you terminate employment before the entire
loan is repaid, the amount should be paid
immediately. If it is not repaid immediately, you
have until the earlier of a full distribution, or the
last day of the quarter following the quarter you
left employment before the loan will be defaulted;
at that time the remaining balance will be
considered a taxable event and you will receive
a 1099 for the amount. Please note that a 10%
early penalty may apply.

Did you know?
You can purchase service credit for your MERS
Defined Benefit Plan with the MERS 457 Program
account. Please call the MERS Service Center
at 800.767.MERS (6377) weekdays for more
information about purchasing service credit.
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Leaving Employment – Knowing Your Options
Leaving Employment – Knowing Your Options
Whether you’re changing jobs or ready to retire, MERS offers you a variety of options when you leave
your current employer. You’re not required to do anything with your account until age 72, when you must
begin taking required minimum distributions. Keeping your balance at MERS after you are separated from
employment allows you to maintain your current investment election, provides opportunities to grow your
account in the future through qualified roll-overs, and gives you access to investment fees that may be lower
than other programs.
We encourage you to contact MERS or your financial advisor for more information about which option is best
for your situation.

Distributions
One of the advantages of the MERS 457 Program is that it offers flexibility when you are ready to withdraw
on the account. You can begin using your account as soon as you leave employment, or you can continue to
keep your assets invested. However, you must start receiving payments no later than April 1 of the calendar
year following the year you turn 72 or terminate employment, whichever is later. (See Required Minimum
Distribution below).
To begin using your account, please complete and submit the 457 Distribution Form (MD-405).

Full Or Partial Distribution

Installment Payments

Lump sum payments can be a full or partial
amount of your account balance. There will be a
mandatory 20% federal income tax withholding
from your pre-tax distributions, and state income
tax may also apply. Assets paid from a 457 plan
are not subject to the 10% early withdrawal
penalty; however, assets transferred from another
plan — 401, 403(b), or Traditional IRA — may be
subject to the penalty if you withdraw those assets
before age 59½.

You can also request a distribution in installments,
rather than a lump sum. You may choose from three
types of payment methods:

For Roth contributions or rollovers, withdrawals and
associated earnings are tax-free, as long as the
requirements for a “qualified distribution are met.”
See the Taxes on Distributions section on the next
page for more information.

• P
 eriodic Payment — Payments made monthly,
quarterly, semi-annually, or annually until the
account is fully distributed.
• P
 ayment for an Amount Certain — Equal
payments until the account is exhausted.
• P
 ayment for a Period Certain — Payments
equal to an amount estimated to exhaust over a
specified period of years. Installment payments
will be prorated across all investment options.

Please note:
You may receive information from Alerus
Financial, which has partnered with MERS
to provide trading and custodial services
for several of our plans, as well as banking
services for plan deposits and withdrawals.
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Taxes On Distributions

Required Minimum Distribution

Depending on when and how you begin using
your account, you may need to pay taxes on your
distributions. Here’s a look at some scenarios and
the tax implications. For more information, please
consult your tax professional:

You must take the required minimum distributions
from your plan every year after your initial
distribution. Your initial distribution can be deferred
until April 1 of the calendar year following the
year you turn age 72, or terminate employment,
whichever is later. The subsequent payments must
be taken by December 31 of each year. See the
457 Required Minimum Distribution Request Form
(MD-409).

Distributions of pre-tax contributions:
• Subject to 20% federal tax withholding
• Subject to any applicable state taxes
Distributions of employer contributions:
• Subject to 20% federal tax withholding
• Subject to any applicable state taxes
Distributions of Roth contributions:
Withdrawals and earnings associated are tax-free if
requirements for “qualified” distributions are met:
• A
 period of five years has passed since
January 1 of the year you first made a Roth
contribution, and you are at least 59½.
• If the requirements for a qualified distribution are
not met, then Roth withdrawals are tax-free, but
the earnings portion of the Roth distribution will
be taxed.

Example: You turn age 72 in August 2022. You
defer your first required distribution until April 2023.
Your second required distribution will occur by
December 2023.
Your distribution is subject to income tax
withholding. If you do not take your required
minimum distribution when required, there is a
significant IRS penalty.

Low Balance Fee
In January, an annual $15 low balance fee will be
applied to all 457 accounts with a balance of $1,000
or less for terminated participants. In addition to
the distribution options listed in this section, you
may also consider rolling funds into your account
to increase the balance. To do so, complete and
submit the 457 Incoming Transfer Form (MD-404).

Ready to Retire?
Requests for distributions from your MERS 457 account are available online.
1.
2.
3.
4.
5.
6.
7.
8.
9.

Login to your myMERS account.
Choose the appropriate 457 account (if you have more than one MERS benefit).
From the Account Overview landing page, select Distributions from the left-hand navigation.
Choose the appropriate distribution – a full distribution or partial distribution option is available to you .
From the amount currently available to you, check either the Maximum Value (for a full distribution), or a
Specified Amount (for partial distribution) – click Calculate.
Verify that the amount you have requested in the Distribution model is correct – select Next.
Follow next steps for accuracy, select Next.
Review the Distribution Certification questions and acknowledge the Special Tax Notice before selecting Finish.
Review and/or Save confirmation.

All Distributions are processed in the form of a check and are mailed within three to five business days from the
day of request. MERS will also accept a distribution request by form, mailed to MERS record keeper for distribution.
For a faster and more secure method, MERS recommends you request distributions from your online account.
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Making It Last
If you’re looking for ways to make sure your assets last your lifetime, MERS offers another option.
The MERS Stable Income Annuity is a plan that allows you to convert your MERS 457 Program account
into a guaranteed income stream for life — or a period of your choice. There may also be the flexibility of
a lump sum payment, depending upon which annuity option you choose. Here are your options:
• Life Income*

• Joint and Survivor Life Income with Installment Refund

• Life Income with Installment Refund

• Joint and Survivor Life Income with Period Certain

• Life Income with Period Certain*

• Joint and Contingent Survivor Life Income

• Joint and Survivor Life Income

• Period Certain*

* Inflation protection available. You can elect to guard against the effects of inflation with an annually increasing payment of
1%, 2%, 3%, 4% or 5%.
There are no costs or fees to enroll in the annuity, and there may be some favorable tax advantages. For
more information or to receive an individual estimate, please contact our Service Center.

Helping
You Prepare
Helping
You Prepare
Here are a few of the helpful tools MERS offers you to keep you on the right track.

Service Center

Seminars and Workshops

MERS Service Center offers friendly, knowledgeable,
over-the-phone assistance for a wide variety of
benefit questions and issues. The Service Center
staff is available weekdays at 800.767.MERS (6377).

Whether you’re in the middle of your career and
need help preparing for the future, or you’re ready
to retire, we’re here to help. MERS has a variety of
seminars to help meet your needs, including many
online virtual options.

Statements

• G
 roup presentations and one-on-one
consultations at municipalities

Every quarter, you’ll receive a statement detailing
all your account information and the performance
of your fund choices. You can also log in to your
account at the myMERS site to find up-to-date
information about your MERS account.

• S
 eminars and workshops are offered at
different times and locations throughout
the year
• Visit www.mersofmich.com for up-to-date
information

Social Media
Want to make the most out of your plan and receive
tips to help you with your financial future? MERS
delivers relevant news articles, helpful resources,
tips and videos. Follow us today.
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Municipal Employees’ Retirement System of Michigan
1134 Municipal Way • Lansing, MI 48917
800.767.6377
www.mersofmich.com

This publication contains a summary description of MERS benefits, policies or procedures. MERS has made every effort to ensure that the information provided is
2026H
accurate and up to date. If this publication conflicts with the relevantFORM
provisions
of the20150916
Plan Document, the Plan Document Controls. MERS, as a governmental plan,
is exempted by state and federal law from registration with the SEC. However, it employs registered investment advisors to manage the trust fund in compliance with
Michigan Public Employee Retirement System Investment Act. Past performance is not a guarantee of future returns. Please make independent investment decisions
carefully and seek the assistance of independent experts when appropriate.
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