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Presenter
Presentation Notes
Transcript:Dixie Moody:All right, I’m going to go ahead and turn it over to Dr. Wilbanks.  Dr. Wilbanks has been the Executive Director of the Oklahoma Teachers Retirement System since January of 2009.  He holds a Ph.D. in Economics from the University of Oklahoma. So without further ado, I’m going to go ahead and introduce Dr. James Wilbanks.  

http://www.youtube.com/watch?v=psSA52EGNow
http://www.youtube.com/watch?v=psSA52EGNow
http://www.youtube.com/watch?v=psSA52EGNow
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Retirement System Overview 

 Complex System 
 

 Funding Status 
 54.8% Actuarially Funded as of June 30, 2012 

 

 

Presenter
Presentation Notes
Dr. Wilbanks:All right, we’ve got a full day and you’ll have to forgive me, I pace when I talk. So, I do that to make sure you’re awake, if your head’s still turning, I know you’re with me.  If you’re head’s not turning  your head… I know you’re gone.I like to start out every one of these talks with an overview of the retirement system.  The most important thing that I have learned of my four years with Teachers Retirement System, is that we have an incredibly complex system.  We’re going to walk through a number of aspects about our retirement system and if you are not convinced that we have a complex retirement system within about 15 minutes, I’m either doing a really bad job today, or you’re asleep. I guess if you’re asleep, I’ve done a bad job too. So, either way I’m doing a really horrible job.Let’s just go ahead and get it out there.  Let’s talk about the 800 pound gorilla, the thing that no one likes to acknowledge.  Our funding status is not where we want it to be.  The Oklahoma Teachers Retirement System at the end of FY 2012, had a 54.8% actuarial funded rating.  Not where we like it to be.  80% is often considered a healthy number.  This number has never been “north” of 60, ever.  Actually I’m going to stop and back up.  If you have questions, you should have had a note card on your seat, write those on the note card.  We’ll be collecting those and taking questions at the end of my presentation.  If you don’t have a note card, we’ll get you one in just a minute.  I hope we have some more.All right, back to our actuarial funding status.  54.8% sounds really, really bad. It’s not nearly as bad as it sounds.  What this number tells you is “what percent of the assets that your actuary recommends you have, that you actually have on hand, as of that day.  This is a snapshot point in time picture of our financial situation.  So, if every member of Oklahoma Teachers Retirement System came in that day, and said “I want all of the benefits to which I am entitled”. We could pay 58.4% of those assets.That’s not the way retirement systems work.  The way retirement systems work is when you join the retirement system at the beginning of your career, you pay in for 25, 30, 35 years, and you retire, then we pay out for a 20, 25, or 30 year period.  It is not about a point in time.  It is about a long period of time, and what’s going to happen over that period of time.  While our funded ratio is not where we like it, there is another measure that we use, that I think gives you a much better picture of our direction. Which is the direction we’re headed, which is more important than we are today, to me.The number on the actuarial evaluation that I think is most important, is what’s called the funding period.  The definition of the funding period is how many years, given your current assumption, will it take for this system to reach a 100% funded ratio. Does that make sense?  So, how long until we reach 100%?  Given our current assumptions and the way our plan is structured.June 30, 2012, we had a 54.8% actuarial funded ratio.  Our funding period was 22 years.  So, if we meet our assumptions, and we build in some conservatism on mortality rates, and retirement rates and other factors, if we meet our assumptions in 22 years, we’ll be 100% funded.The only time we’ve had a funding period that short was at the end of FY11.  We also had a 22 year funding period.  Before that, our funding period was infinity.  So we were never going to reach 100% funding.Pretty significant change in our position.  Our actuaries actually tell us, while 22 is not a great number, 22 is a nice number.  There are plans around the country with an 80% funded ratio that would gladly trade places with us, because our funding period is so short.  You can have an 80% funded ratio and an infinite period, (funding) period.  So we’re actually in pretty good shape.
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Retirement System Overview 

 Complex System 
 

 Funding Status 
 54.8% Actuarially Funded as of June 30, 2012 

 

 2012 Investment Returns 
 2012 return of 14.7%, ranks at 2nd Percentile Nationally 
 10 year return of 9.1%, ranks at 1st Percentile Nationally 

 

Presenter
Presentation Notes
Investment Returns:We’re very, very proud of these.  In calendar year 2012, we earned a return of 14.7%.  That ranked us in the 2nd percentile nationally.  We actually don’t pay a whole lot of attention to one-year returns.  We like looking at longer terms, because that’s our focus, on the long term.  On the 10 year, from the beginning of 2003 to the end of 2012, we had a return of an average annual rate of return of 9.1%.  Second wasn’t good enough for us, so we came in first percentile.  That’s pretty good.  I think I’ll take that all day long.Importantly this 9.1% is above what we assume.  Our assumed rate of return over the long term is 8%.  We actually beat it over the long term by a full percentage point.  We’re very happy with this.  It’s hard to be better than first place.
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Retirement System Overview 

 Complex System 
 

 Funding Status 
 54.8% Actuarially Funded as of June 30, 2012 

 

 2012 Investment Returns 
 2012 return of 14.7%, ranks at 2nd Percentile Nationally 
 10 year return of 9.1%, ranks at 1st Percentile Nationally 

 

 Is your retirement safe? 
 Absolutely! 

 

Presenter
Presentation Notes
Yeah, yeah, yeah, we don’t care, and I know that.  There’s only one question on your mind today:Is my retirement safe? Will I get my money? And I will stand here and look you in the eye today, and I say, absolutely.  You will absolutely get your retirement.Your retirement check, it’s not a check, it’s a direct deposit now, will be there every single month, until you stop caring about retirement.  So when the day comes, that we only care about how much ammunition and potable water we have, I can’t promise you you’re going to get your check.  Until then, until Armageddon, your check will be there.  If you have doubts about this, let me give you some rough math.In fiscal year 2012, we paid out benefits of $1,072,000,000.  Total benefits that went out the door, $1,072,000,000.  Close of business Friday, we had $11.4 billion in assets that we are managing.  So if no more money is coming in the door, we can pay benefits for 10 years.  Right, everybody with me?  The key question is, how much money came in the door last year?  It was $975,000,000. So we paid out a billion 72; 975 came in the door.  We had a deficit of $100,000,000.  With 11.4 billion dollars, I can fade 100 million dollar deficit for a long time.  And I’m ignoring our 8% long-term rate of return when I talk about those cash flows.  So our return helps offset that difference in the cash flow.  So we’re fine and those numbers are why we have a funding period of 22 years.  Your retirement will absolutely be there,
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Outline 
 Contributions 
 Retirement Eligibility 
 Retirement Benefit Formula 
 Education Employees Service Incentive Plan 
 Retirement Plans 
 Partial Lump Sum Option 
 Preparing for Retirement 
 Post-Retirement Employment 
 Questions 

Presenter
Presentation Notes
All right, here’s the outline of what we’re going to cover today.  You got that? Next.You have if you stopped at the registration desk, you have the outline. Yeah, see I taught for a number of years while I was in grad school and I adjuncted after that.  I’ve been in the classroom 15 years. I know how to do this.No, you do not get a copy of the presentation, because you’ll flip ahead. You get a notes page instead.  This presentation is available on our website. Feel free to go get it.These are the things we’re going to cover today.  



Right-click to open speaker notes 

5 

Contributions 

Account: Funding Source: 

Retirement Benefit  
Fund 

 

Employer Contributions 
Dedicated State Revenue 

Investment Income 
 

Client Account 
 

Client Contributions 
(7% of  Total Compensation) 

 
 

Presenter
Presentation Notes
First off, I’ve got to start off with a definitional aspect. You always start with the definitions.  From your perspective, from your perspective there are two types of contributions. There are employee contributions, the 7% of your salary that you pay into the Teachers Retirement System every month, and there’s everything else.  Everything else consists of the 91/2 5 or the 8.55% that your employer pays on your salary, the 8% if you are on any sort of Federal grant matching dollars, on those dollars that your employee pays, the dedicated state revenue that we receive and our investment return.The client contributions… 7% of your compensation goes into what is called the Client Account.  That account is always yours no matter what.  Everything else goes into the general retirement benefit fund.  Does that make sense?  Just a quick little definition and it will become important later.



Right-click to open speaker notes 

Retirement Eligibility 

Rule of  80 Rule of  90 

Entry Date Up to June 30, 1992 July 1, 1992 – 
October 31, 2011 

Eligibility 
Age + Service = 80 

or  
Age 62 + 5 Years 

Age + Service = 90 
or  

Age 62 + 5 Years 

Final Average 
Salary Highest 3 Years Highest 5 

Consecutive Years 

Presenter
Presentation Notes
Let’s talk about “when am I eligible for retirement?”Well, it depends.  It depends on when you joined Teachers Retirement System.  If you joined before June 1 of 1992, then you are a Rule of 80 employee.  And the way the rule works is you take your age, plus your years of service and if that equals or exceeds your magic number, then you are eligible for an unreduced retirement benefit.  Alternatively, if you’re Rule of 80, you are also eligible for an unreduced retirement benefit when you reach age 62, if you have five years of service.  If you’re Rule of 80, your final average salary will be based on your highest three year(s) salary.If you joined the Teachers Retirement System from July 1, 1992 through August 31, 2011, then you are Rule of 90.  It’s the same exact thing, except your age plus your years of service has to equal 90.  62 is still an automatic qualifier if you have five years of service, which is the vesting requirement.  The final average salary is slightly different.  For Rule of 90 folks we have to look at the highest five consecutive years.  So we don’t pick the highest three, we pick the highest five consecutive years.
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Rule of  90 /  
Minimum Age 60 

Entry Date On or After November 1, 2011  

Eligibility 
Age + Service = 90 
Minimum Age 60 
Age 65 + 5 Years 

Final Average Salary Highest 5 Years 

Presenter
Presentation Notes
If you joined after November 1, 2011, thank you for being here and thank you for being proactive and starting to learn about your retirement.  It’s important.  For those that joined after November 1, 2011, these folks we call Rule of 90 minimum age 60.  Now for these folks, they have to meet their Rule of 90 and cannot retire until they reach age 60.Under the Rule of 80, the earliest at which most people can retire is 52 years of age, 51, 52.  Under the Rule of 90, the earliest most people can retire is 56 or 57.  Rule of 90 minimum age 60, you cannot start drawing a retirement benefit before age 60.  And again, the final average salary is the highest five consecutive years.  It’s highest five consecutive years for both Rules of 90.We do have early retirement… oh, let me back up.  The automatic qualifier for Rule of 90 minimum 60, is not 62, it’s 65.  That’s another difference for Rule of 90 minimum age 60.  Probably not affecting anybody in here.  Could be affecting your kids if your kids are in college and thinking about being teachers.
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Retirement Eligibility 
(Under Rule of 80 or 90) 

 Early Retirement 
 Ages 55 – 61 
 Must be vested in System 
 5 Years contributory Oklahoma service 
 NOT eligible under rule of 80 or 90 

Presenter
Presentation Notes
We do have early retirement options.  If you are under the Rule of 80 or the Rule of 90, you may elect an early retirement as early as age 51.  This primarily applies to those who not reach a Rule, but have to work until they’re 62.  So, if you’re not going to be retirement eligible until you reach age 62 and you’re 58 now, and you “just got to go because those creatures in my classroom, I can’t stand anymore”, we have options for you. You have to be vested which requires five years of contributory service, and you have to not be eligible under a Rule of 80 or 90.  If you hit the Rule of 80 at age 52, early retirement does not apply to you.  That make sense?
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Retirement Eligibility 
(Under Rule of 80 or 90) 

Early Retirement Adjustment Factors 
Age Percent 
55 52.16 
56 57.06 
57 62.47 
58 68.46 
59 75.12 
60 82.53 
61 90.78 

Presenter
Presentation Notes
The tradeoff for an early retirement is you take a reduced retirement benefit. So, if you would be eligible at age 62, and at age 55, you decide, “I just can’t do it anymore, I got to get out,” your retirement benefits would be cut almost in half.  You would get 52.16% of your retirement benefit otherwise, by retiring seven years early. And that reduction is permanent.  It is for the rest of your life.And these factors are set actuarially. So it’s a trade off that you get to make. 
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Retirement Eligibility 
(Rule of 90/Minimum Age 60) 

 Early Retirement 
 Ages 60 - 64 
 Must be vested in System 
 5 Years contributory Oklahoma service 
 NOT eligible under rule of 90 

10 

Presenter
Presentation Notes
If you’re the new, if you’re the Rule of 90, minimum age 60, you have slightly different factors.  These folks can only choose early retirement at 60 years of age, 60 through 64.
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Retirement Eligibility 
(Rule of 90/Minimum Age 60) 

Early Retirement Adjustment Factors 
Age Percent 
60 65.00 
61 73.00 
62 80.00 
63 86.00 
64 93.00 
65 100.00 

Presenter
Presentation Notes
And the factors are slightly different.  They look like this for now. Those will be changing.
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Retirement Benefit Formula 

 Basic Formula 
 Final Average Salary x 2% x Years of Service 

Click Here To View Benefit Video 

Presenter
Presentation Notes
All right, you guys believing me on the complexity thing? Yeah?Here’s the one simple thing we do.  We calculate your retirement benefit.  The Oklahoma Teachers Retirement System is a defined benefit retirement system.  Your benefit is defined by the formula: final average salary, times two percent, times your years of service.Now, I know it’s Saturday morning, but here’s a pop quiz.  How many of you have heard me say “full retirement benefit” today? Anyone?  None of you have heard me say it, because I haven’t said it.  What did I say? If you hit your magical rule, your Rule of 80 or your Rule of 90, you are eligible for a… unreduced retirement benefit. Not FULL retirement, but unreduced.  If you’re in here today and you’re looking at retiring with 30 years of service, what percent of your final average salary will you receive from the Teachers Retirement System? 60%. Two percent times thirty years would be sixty percent times your final average salary. There’s a misperception sometimes, that when I reach my magic number, I’m going to get a full retirement benefit.  You’re going to get an unreduced retirement benefit. We do not replace a hundred percent of your salary unless you work for fifty years.  Then we’ll pay you a hundred percent.

http://www.youtube.com/watch?v=U4iQmwsF2ao&list=PL8_Q6GdncTR3zdW6WV9UdMyVLjRyq-jYl
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Retirement Benefit Formula 

 Basic Formula 
 Final Average Salary x 2% x Years of Service 

 Prior to July 1, 1995 
 Contributions were paid on either $25,000 or 

$40,000 
 Those years are capped 

 Results in a Two-Tiered Calculation 

Presenter
Presentation Notes
Now, I said this is the one simple thing we do, but it can’t be that simple. Prior to July 1, 1995, the contributions you paid into the System were capped. And your employer’s for a seven year period there. You only paid contributions on either your first $25,000 of salary or your first $40,000 of salary. And you made an election at some point to either pay on the first 25 or the first $40,000. Those years are capped. Because the contributions were capped, the benefits are also capped. Because of this, we get a two-tier calculation that looks something like this.
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Retirement Formula 
Benefit Tiers 

Capped Uncapped 

Years To June 30, 1995 Since July 1, 1995 
Salary Base Up to $25,000 or $40,000 Total Compensation 

Benefit 
Cap x 2% x Years of  

Service through June 30, 
1995 

FAS x 2% x Years of  
Service since 
July 1, 1995 

Add capped benefit amount & uncapped benefit amount to determine 
total benefit. *Will be different for Higher Ed employees. 

  
 

Presenter
Presentation Notes
We have two tiers on which we calculate your benefit. The capped tier will take all your years of service up through the end of the 1995 school year, your salary base will be either the $25,000 or the $40,000 number whichever was your cap, and those benefits will be calculated at 2 percent, times those years, times the capped number.  Everything since then, the formula will be your true final average salary, times 2 percent, times those years.Now, our typical retiree, the majority, the vast majority of our clients are classroom teachers. When they’re, when our classroom teachers.  When they’re, when our classroom teachers are moving toward retirement eligibility, their final average salary will typically be somewhere between 50 and 52 thousand dollars. So, what happens with this tiering formula is the years through 1995, there’s a salary number of at most $40,000 and everything after 1995, the salary will be those years will be calculated against your true final average salary averaging somewhere in the $50-$52,000 range.  Which years do you think are worth more? The $40,000 years or the $50,000 years? The $50,000 years obviously are much, are worth more to you in retirement.Now, here’s the caveat.All bets are off if you’re in higher ed.  Higher Ed. is a totally different animal and has a whole different set of caps and tiers and everything else, that are just, they would make your brain explode if we tried to show you those. So , if you’re in Higher Ed., it doesn’t work this way. It’s even more complex. It’s the same kind of concept, but it’s more complex because there are more tiers, typically.  
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Education Employees Service 
Incentive Plan (EESIP) 

 EESIP also known as Wear-Away 
 Converts Capped Years of Service to Uncapped 

 Must reach full retirement eligibility 
 Rule of 80, 90 or Age 62 

 Each year of additional service 
 Moves 2 years from Capped to Uncapped 

 EESIP can increase benefit significantly 

Presenter
Presentation Notes
Fortunately we have what’s known as the Education Employees Service Incentive Plan, you’ll notice we like to use acronyms. We are in government. We have to acronyms, it’s in law or something. You may also know this as the ‘wearaway’. What this allows you to do is take years of service from the capped category and move them over to the uncapped category.  So you can take years of service from the capped tier that we just talked about in your benefit calculation and move them over to  the uncapped year.  And the way it works is if you w ill work one year past your retirement eligibility, so if you’re eligible for an unreduced retirement benefit this year, if you will work one more year, your benefit goes up, because I’ve got an extra year to add into your formula, and we will also take two of the capped years and move them over to the uncapped category. So if you work one year past retirement eligibility, you get an extra year in your calculation and we take two years from the capped category and move them to the uncapped category.  If you work a second year past your eligibility, two more years will move from capped to uncapped.Now EESIP only applies to those not in Higher Ed. (except two year colleges). If you’re in Higher Ed. you’re not eligible for EESIP. (Comprehensive and Regional – four year –Universities).Each year worked past your retirement eligibility moves two capped years over to the uncapped category.If you have 120 days, which gets you an extra year of service credit, and you have any capped years, your year of sick leave will count as an extra capped year and it can be worn away.  You can wear away your year of sick leave credit. Make sense?Your retirement eligibility for calculating EESIP is either your rule of 80, rule of 90 or age 62 or age 65.  No one that’s in the rule of 80 minimum, rule of 90 minimum age 60 is yet eligible for retirement because they’re not even vested yet.The advantage of EESIP is that it can significantly increase your benefit.  It can significantly increase your benefit, and we have some sessions today on EESIP, okay?  That will go into more detail about how the benefit changes.  You do not have to apply for EESIP, it is an automatic.  If we see you worked a year past your retirement eligibility, we automatically move those two years for you.  I think that’s all I got on EESIP.
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 5 Retirement Plans 
 Maximum Retirement Plan 

 Lifetime Benefit for Client 
 $5,000 Death Benefit to Beneficiary(ies) 
 Highest Monthly Benefit Amount 
 Any Balance in Client Account upon Client’s death is paid 

to Beneficiary(ies) or Estate 

16 

Click Here To View Retirement Plan Option Video 

Presenter
Presentation Notes
Now let’s talk about what options are available to you… what payment plans, for your retirement benefit.  We have five different plans available to you.  Everything that we have just walked through calculates the benefit for the maximum retirement plan.  Two percent times years of service with the tiers and everything else calculates the maximum benefit available to you.  The other four options are going to offer you something else in return for a benefit reduction.Before I jump into all of those, let me tell you what all five of our plans have in common.  Every retirement plan that we offer, is a guaranteed benefit for the lifetime of the client, guaranteed benefit for the life of the client.  We also have a $5,000 death benefit that we pay upon the member’s death.  You remember I talked about at the very beginning, your contributions go into the client account?  If you die, and there’s any money left in your client account, that money will to to your beneficiary, or beneficiaries or your estate, whichever it is.All of our plans have those three things in common.  As I said the maximum plan is the highest option available.  

http://www.youtube.com/watch?v=LDsCSaawF2Y&list=PL8_Q6GdncTR3zdW6WV9UdMyVLjRyq-jYl
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Retirement Plans 

 5 Retirement Plans 
 Retirement Option 1 

 Lifetime Benefit for Client 
 $5,000 Death Benefit to Beneficiary(ies) 
 99.0% of Maximum Benefit 
 Slower use of Client Account to pay benefits 
 Any Balance in Client Account upon Client’s death is paid 

to Beneficiary(ies) or Estate 

Presenter
Presentation Notes
Plan One, Option One, offers you a slight reduction in your monthly benefit check, somewhere in the vicinity of a one percent reduction.  The tradeoff is that we pay… your client account lives a lot longer.For every retirement option except Plan One, we pay your benefits out of the client account first.  So every other option except Plan One, we pay the benefit out of the client account first.  The client account typically will pay your monthly benefit for somewhere between two to three years.  So we’ll pay your monthly benefit out of your client account, if you choose the maximum option, your client account will be zeroed out in approximately two to three years and at that point we shift over and pay your monthly benefit out of the general retirement benefit fund.  This is where that definition at the very beginning comes in.Option One is the only one that’s different on paying out of the client account.  If you elect Option One, we pay a quarter of your monthly benefit out of your client account and three-quarters out of the general retirement benefit fund until your client account is zeroed out and then we pay it all out of the general retirement fund.With Option One, your client account will typically have a balance somewhere between eight to twelve years.  The advantage here is if you die somewhere between two to three years or before your client account is zeroed out, there is some money that will go to your beneficiaries in addition to the $5,000 death benefit.Now all of these reduction factors are based on actuarial considerations.  The reason this reduction is so small is because most of our retirees live longer than eight to twelve years.  We say you guys have a nasty habit of living a very long time.  It’s clearly a joke.  So, that’s why this reduction is relatively small is because most of our clients will outlive their client account even if they election Option One.That’s the easy one.



Right-click to open speaker notes 

18 

Retirement Plans 

 5 Retirement Plans 
 Retirement Option 2 

 Lifetime Benefit for Client 
 $5,000 Death Benefit to Beneficiary(ies) 
 Client designates Joint Annuitant at retirement 
 After Client’s death Joint Annuitant continues to receive 

same benefit as Client 
 85%-95% of Maximum Benefit 
 Pop-up Provision 

 

Presenter
Presentation Notes
Now it gets a little more complex.Option Two is the first of our joint annuitant options.  Again, still get a lifetime benefit for the client, still $5,000 death benefit, if there’s any money left in your account when we stop paying benefits, it will go to your beneficiaries or your estate.  With Option… here’s how I explain Option two, okay?My Mother-in-law retired after 35 years of teaching.  She elected Option Two on her retirement.  Sadly she passed away four years ago now.  My father-in-law continues to receive her check every month for the rest of his life.So two things in there:  you can provide the same benefit that you get for someone else, and there are restrictions on who you can name on the Option Two benefit, the other thing, it’s very important for you, once you retire is, my father-in-law has the bat phone, in case there’s anything that changes with his retirement check, I know about within 12 minutes, so it’s the early responder system.  Let me tell you know if… “It was twelve minutes late!”, Really?  It’s there, leave me alone. “You’re taking more money out of my check!” It’s the tax tables, it’s not me.  He thinks I, he really doesn’t think, he just wants to give me a hard time.  He’s a father-in-law, what do you expect?After the client’s death, if you elect Option Two, your joint annuitant will continue to receive your benefit for the rest of their life.  The reduction here is bigger, because we’re guaranteeing that we are going to pay over two people’s lifetime, whichever is longer.We do have the pop-up provision:  if you elect Option Two and your joint annuitant predeceases you, you can notify us and from that point, your benefit will increase back to the maximum.  We call that the pop-up provision, if your joint annuitant predeceases you, you can notify us and your benefit will pop-up.  You get one and only one shot at naming a joint annuitant.  You only get one shot at it.  You, guys like that, I didn’t even have to insert a joke, you put your own joke in there.  Nice.Like I said there are restrictions on who you can name as your joint annuitant.  The adjustment factors are determined by your age, and your joint annuitant’s age.  If your joint annuitant is significantly younger than you, good for you!  Just know that this reduction increases, and like I said, it’s a one-shot deal.  If you find your, if you elect a joint annuitant option, and you find yourself in a post-retirement divorce situation, you really gotta watch your back, because no only does the person really not like you anymore, they’ll get your money if you die.  However, I tell you this to say: pay attention to your QDRO (Qualified Domestic Relations Order).  It’s a court order on the division of assets upon the dissolution of a marriage.  The courts in Oklahoma can now terminate the joint annuitant benefit on the Teachers Retirement System, if you elect Option Two and name your spouse, for example, and you find yourself going through a divorce after retirement, the court can sever that joint annuitant option.We treat that as if your spouse has died, no, we’re not going to kill you spouse for you, we treat it as if they have did and then we will pop you up to the maximum.  If you subsequently remarry, you cannot name a new spouse, you cannot rename a new spouse as a joint annuitant.  You only got one shot at it, you already used it.
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Retirement Plans 

 5 Retirement Plans 
 Retirement Option 3 

 Lifetime Benefit for Client 
 $5,000 Death Benefit to Beneficiary(ies) 
 Client designates Joint Annuitant at retirement 
 After Client’s death Joint Annuitant continues to receive 

one-half the Client’s benefit  
 91%-97% of Maximum Benefit 
 Pop-up Provision 

 

Presenter
Presentation Notes
Option Three.Option Three is very much like Option Two, except in this case your joint annuitant will get half – (wow, I didn’t put it up there. Oh no, there it is.) After the client’s death the joint annuitant continues to receive one-half of the client’s benefit for the rest of their life, and you can see that the re… the benefit reduction is less. And we still have the pop-up provision.  Once I’ve gone all the way through Option Two, Option Three is usually pretty straight forward.With Option Three you do have a little bit more flexibility on who you name as your joint annuitant, not a lot, it’s not unlimited flexibility, but you do have a little bit more.
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Retirement Plans 

 5 Retirement Plans 
 Retirement Option 4 

 Lifetime Benefit for Client 
 $5,000 Death Benefit to Beneficiary(ies) 
 Guarantees Client’s full benefit for 120 months 

 If Client dies within 120 month of retirement, Beneficiary 
continues to receive the Client’s full benefit until the 120th 
month after retirement 

 96%-99% of Maximum Benefit 

 

Presenter
Presentation Notes
Finally, we come to Option 4.Option Four is kind of an odd duck, if you will.  Still the lifetime benefit, the $5,000 death benefit. With Option Four you are guaranteeing that someone will receive your monthly retirement benefit for ten years.  And it is ten years from your retirement, not ten years from your death, it’s ten years from your retirement.  Your actually contracting that the Teachers Retirement System, in the state of Oklahoma will pay your monthly retirement benefit for a hundred and twenty calendar months.If you elect Option four and die 24 months into retirement, whoever you have named as your beneficiary, will get eight years of your monthly retirement benefit.  If you elect Option Four and die in the 121st month, no one will get a monthly retirement benefit after your death.  What happens if you live longer than 120 months? Do we stop paying? No.  Guaranteed lifetime benefit for the client, always the guaranteed lifetime benefit.Now, I’m gonna sidebar here for just a second and talk about two things.  With the $5,000 death benefit and any money left in the client’s account, there are some things you need to know.  All of the benefits that we pay are taxable, all of the benefits that we pay are taxable, because of all the contributions that you have made to us have been made pretax, all of the benefit that we pay out has to be taxed under IRS rules.  That includes the $5,000 death benefit.  We now have an option, if your beneficiary wants to direct that $5,000 benefit to a funeral home, they can do so.  When we, when that happens, the tax liability passes to the funeral home.  Your beneficiary will never see a 1099 on that $5,000.The other thing it’s important for me to mention here is that you need to keep your beneficiary designation current.  It is critical.  We had a case a number of years ago where a teacher, when he started teaching, had no family as his own, so he named his niece and nephew as beneficiaries.  Twenty-four years later, he unexpectedly died, had never updated his beneficiary information, his wife and children got nothing.You can call us and ask us who you have designated as your beneficiary, we’d be happy to tell you.  If that was four ex-husbands ago, you might want to update that information and don’t tell that ex-husband that he’s still your beneficiary.  It’s important to keep those things up to date.You can name a different beneficiary than your joint annuitant.  That is allowed.  Those two things do have to be the same person.
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Partial Lump Sum Option 

 Client may elect at retirement 
 Also known as PLSO 

 Must have 30 Years of Service to Qualify  
 Equal to 12, 24, or 36 months of Retirement 

Benefit 
 Reduces the Retirement Benefit associated with 

the 5 Retirement Plans 
 Reduction based on Age and months in PLSO 

Presenter
Presentation Notes
All right, since it wasn’t confusing enough, we also have what’s called the Partial Lump Sum Option.  You know we’re government, so we have to call it by an acronym, the PLSO.  What the PLSO does – well first off to qualify – you have to have 30 years of service to qualify for the PLSO.  Twenty-seven doesn’t get you there, gotta have 30.  The PLSO is equal to either one year, two year, or three years worth of your retirement benefit paid out in a lump sum to you.  It is called a partial lump sum because we only pay part of your benefit out to you, okay, in one, one big check.  The tradeoff, there’s always a tradeoff with us. Is it’s going to reduce your benefit for the rest of your life.The reduction that you will face, if with…, if you elect the PLSO is based on your age and how many years of benefits you take out.
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Partial Lump Sum Option 

Partial Lump Sum Option Adjustment Factors 
Age 12 Months 24 Months 36 Months 
50 91.44% 82.88% 74.32% 

55 91.06% 82.12% 73.17% 

60 90.50% 80.74% 71.52% 

65 89.72% 79.45% 69.18% 

70 88.62% 77.23% 65.85% 

75 86.96% 73.93% 60.89% 

Presenter
Presentation Notes
So here is what our partial lump sum adjustment factors look like, and we have it for every year in between.  We don’t want, we don’t force you into one category.  As you would expect if you take more years of service out in the partial lump sum, the reduction gets bigger.  What may seem counter-intuitive to you is that the older you are, the bigger the reduction.  The reason for that is that we adjust your benefits based on actuarial calculations.  We expect you to live a certain number of years post retirement.  We expect you to live to a certain age.  If that age is 85 and that’s not the actual number, it’s something else, if you take a three-year partial lump sum at 75, I only have ten years over which to amortize, if you will, the amount of money which I just gave you in a big check.  If you take it out at 55 then I’ve got 30 years. That’s the way the math works.  We do these based on what our actuary tells us, and they’re calculated so as to be neutral over the entire population.What’s up next? No, I don’t want to do that yet.The partial lump sum is not right for everyone, okay?  Let me be brutally honest about this.  If you are working with a financial advisor who’s telling you that you should take the partial lump sum because they can make you more money than what you would receive in retirement benefits, run out of their office, because they are absolutely lying to you. They are absolutely lying to you.  Here’s the thing you have to know when you’re dealing with a financial advisor, and there are great financial advisors out there, but here’s the thing you need to keep in mind.  They don’t make any money, if you’re getting a retirement benefit from us.  They only make money if you give them a check.  So they have an incentive to help encourage you to bring money to them.  There are some great honest straight up financial advisors out there.  If you have financial questions, ING is here, we partner with them, they administer our 403B Plan.  We actually own a 403-B plan, they administer it for us.  The financial advisors at ING are available to all of our clients.  It doesn’t matter if you have an account with them or not, they are available to you.  You want to ask a question about refinancing your house, they’re available to you.They’ll answer any question for any client of ours anytime, not anytime, you can’t call them at nine o’clock on a Saturday night and expect an answer, but they will absolutely help you.  People often ask me should I take a partial lump sum?  And I can’t give you financial advice.  I don’t understand enough about your situation to tell you what you should or shouldn’t do.  You have to make that decision.  But, I can tell you how I would think about it.  The important thing to keep in mind is that retirement is not a destination, it is a new journey for you and it is going to last for decades, decades.  If I were considering the Partial Lump Sum Option, the question I would ask myself is if I take this reduction, whatever it is, I’d want to look at that benefit that I would get with that reduction and ask myself the question: “Am I going to be okay, with this level of benefit in 20 years?” And if the answer is yes, I’d feel pretty good about taking the partial lump sum. If I can’t say yes, with a high degree of certainty, I’d want to be wary.  The partial lump sum does give you some assets that you can manage, um… and leave for beneficiaries, other than the client account.  Like all benefits we pay, it’s taxable.  You can roll it into a tax-deferred savings vehicle, like a 403-B, a 457, a 401-K.  If you’re thinking about the PLSO, you have to do two things:  You have to get some good tax advice and you have to get some good investment advice.  That’s not a requirement, I’m begging you get some good advice from a tax professional and an investment professional and make sure you trust them.  Listen to your gut.  If they’re telling you something that doesn’t sound right, it’s probably not.
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Preparing for Retirement 

 Step 1 - Complete and return:  
  Pre-Retirement Information Verification (PIV) 

along with all required documentation 
Online @ www.ok.gov/trs 
Contact the Oklahoma Teachers Retirement System 

405.521.2387 
1.877.738.6365 
 

 

Presenter
Presentation Notes
Alright, now let’s talk about the process, how we go about, how You go about retiring.Step One in our retirement process:You have to complete and return a Pre-retirement Information Verification Form, called a PIV.  Again, we’re government with the acronyms, okay?You can find this on our website, all of this contact information is on the back of your notes page – so you don’t have to write it all down.  You can call us, you can go to the website and print one out yourself, whatever you need to do. Note Delivered:	(We have three vehicles that are blocking a Lawton School bus, a white 		Lexus, a silver F-150, and a silver Prius. The Lawton school bus need to 		get out um… if you’re driving a white Lexus, a silver F-150, and a silver 		Prius, can you please move your vehicle.)
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Preparing for Retirement 

 
 Step 1 – PIV  

The Following Information is Required 90 Days 
Prior to Retirement 
Your name and complete mailing address 
Your Social Security Number 
Your Birth Certificate (Copy) 
  Requested Retirement Date 
 Joint Annuitant’s Birth Certificate (if necessary) 
Sick Days (Verification Required for 120 days) 

Your Estimate will arrive within 2 - 4 weeks via U.S. 
mail 

Presenter
Presentation Notes
So STEP ONE is complete the PIV.  The PIV is going to ask you for a lot of information. We need you name, obviously, mailing address, social security number, we need a copy of your birth certificate, uh we need your requested retirement date, if you have a joint annuitant, we need their information.  We need to know how many sick days you have.  Once we receive the PIV we will create an estimate for you and you should receive that within two to four weeks.  It’s our busy time of year, so I can’t say within one to two weeks, but that’s generally our turn around.  We say two to four to give us a little bit of wiggle.
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Preparing for Retirement 

 
 Step 2 –  
 Review the 
 Retirement Estimate 
 or Intent to Retire 
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Presenter
Presentation Notes
This is what your estimate will look like.  This is the eye exam portion of the presentation today.  The estimate has a lot of good information.  The box in the middle of the page contains the retirement benefit amount you’re looking at under the maximum and before reduction options.  If you’re ready to retire, at the bottom of the page will be what’s called the Intent To Retire.  Fill that out, sign it and return it to us.  We need to receive your Intent To Retire 60 -90 days before your retirement date.
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Preparing for Retirement 

 Step 3 – Complete the Intent to Retire 
Decide which Retirement Plan is best for you 
 Sign and Date 
Return to the Oklahoma Teachers Retirement 

System at least 60 days before your retirement 

Presenter
Presentation Notes
A lot of our clients like to retire on June first, 60-90 days before June 1 would be the month of March.  We have what we call March madness.  It’s a whole lotta fun in our office.  People keep telling me there’s something that goes by March Madness but we have no clue what it is, we’re too busy.  We’re all about the head down, slaving away.  Not me, uh I don’t do any work, it’s all the other folks out there, they do all the work, I’m just the big dumb rodeo clown.
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Preparing for Retirement 

 Step 4 – Final Retirement Contract 
A Final Retirement Contract will be sent 
 Sign, date and have it notarized 
Return the Contract at least 30 days prior to your 

retirement 
Your Contract must be received at least 30 days prior to 

your retirement 

Presenter
Presentation Notes
Once we receive your Intent To Retire, we’re going to mail you a final retirement contract.  Make sure everything on that form is right.  You have to sign it, date it, and it has to be notarized.  We have to have that in our office 30 days before your retirement date.  If it comes in the door 20 days, 29 days before your expected retirement day, guess what: it came in 59 days before your actual retirement date.  It’s a statutory requirement.  We need the 30 days as well, but it is a statutory requirement.
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Preparing for Retirement 

 Step 4 – Final Retirement Contract 
Retirement Timeline Example 

Submit Final Contract May 1 

Retirement Date June 1 

First Retirement Check July 1 

Presenter
Presentation Notes
Here’s what a timeline looks like for a typical retirement.  If you want to retire on June 1st, we have to have your contract in our hands by May 1st.  You will then receive your first retirement check on July 1st.Like all governments in the state of Oklahoma, we pay in arrears, so your first month of retirement is the month of June, we’ll pay you at the end of June for that retirement.
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 Step 4 – Final Retirement Contract 
Contract Changes 
 Contract changes for Plan Options 1 – 4 must occur 

within 60 days of effective date of retirement.  
However, you may not change your retirement date, 
or your joint annuitant.   
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Presenter
Presentation Notes
If you elect Options 1-4, you have a 60-day window for buyers’ remorse.  You can change some things, but not everything.  You can change your retirement option.  If you elected Option One, but you meant to elect Option Four, we can make that change for you.  You cannot change your retirement date during that 60-day window.  If you submit your retirement contract to us by May 1st, you can notify us that you want to cancel your retirement before June 1st.  As long as we receive that notification before June 1st, we will cancel your retirement.  If you call us on June 1st, and say I want to cancel my retirement, it’s too late, you’re already retired.That’s important, because, once you retire, you have frozen your wear-away.  If you retired and you had four more years you could have worn away and on June 1st you decide, “No I really want to go wear-away those four years.”  If you call me on June 1st, it’s too late.  Those four years are forever and ever frozen at the cap level.  You can stop your retirement and return to active service, we allow that, but you can… doing that will not affect your wear-away, it’s frozen forever.  We actually stop your retirement and we start calculating a new retirement benefit for you that just gets added to the old retirement.So during your 60-day buyer’s remorse window you cannot change your retirement date, and you cannot change your joint annuitant.  You can change which option you’ve retired under but that’s pretty much all you can do.That’s steps one through four getting you through the retirement process.
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Preparing for Retirement 

 Step 5 – Relax and Enjoy a Well Earned  
  Retirement 

Presenter
Presentation Notes
Now it’s time for step five.  
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Post-Retirement Employment 

 Limits apply to Oklahoma Teachers Retirement 
System Contributory Employment: 
 Oklahoma Public Schools 
 Other Reporting Entities 

 Oklahoma State Department of Education 
 Oklahoma Regents for Higher Education 
 Oklahoma Teachers Retirement System 

 

 Must be Retired for at least 60 Calendar Days 
Click Here To View Post-Retirement Employment Video 

Presenter
Presentation Notes
If however, you forget step 5, we have to talk about Post Retirement limits.  There are limits on what you can earn in post-retirement in a covered position, which is any public-education-related employment inside the state of Oklahoma.  That includes all K-12, all career tech, all public higher ed.  It includes some charter schools.  We have charter schools that participate in the Teachers Retirement System.  It includes working at the State Department of Education, any of the Regents’ offices, even our staff.  All of my staff and I are members of the Oklahoma Teachers Retirement System.The first requirement is that you have to be retired – off the job completely for sixty calendar days.  You cannot volunteer during this time… sixty calendar days.  If you retired June 1st, the months of June and July will be your 60 calendar days.  You can then return to post retirement work in a covered position on August 1st.

http://www.youtube.com/watch?v=xRM98FjC0TA&list=PL8_Q6GdncTR3zdW6WV9UdMyVLjRyq-jYl
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Post-Retirement Employment 

 If Retired Less than 36 Months: 
 Prior to Age 62 

 Lesser of $15,000 or One-half of Final Average Salary 

 Age 62 to and over 
 Lesser of $30,000 or One-half of Final Average Salary 

 

 If Retired More than 36 Months: 
 No Earnings Limit 

Presenter
Presentation Notes
However, there is a limit on how much you can earn in that covered position.  And the limit is determined by how long you’ve been retired and how old you are.  If you’ve been retired less than 36 months and you’re under the age of 62, the earnings limit is $15,000 or one-half of your final average salary, whichever is less.If you’re 62 or over, the limit is $30,000 or one-half of your final average salary, whichever is less.  Once you’ve been retired for 36 months, there is no limit on your earnings from a covered position.  Now keep in mind, that all of this post-retirement work is not affecting your benefit in any way.  Your employer is paying contributions to us, but your benefit is not increasing because of that work.Importantly, these limits are pro-rated monthly.   So, for example, if you’re under the age of 62, and the appropriate salary cap for you is $15,000.  If you retire June 1st, you’re out the months of June and July, you want to go back and teach in the fall semester, August through December, the most that you can make in those months is $6,250.  That’s the $15,000 divided by 12 times five months.If you make more than that, your school thanks you for volunteering your time because it is a dollar-for-dollar reduction in your retirement benefits at that point.  Every dollar you make from it, from post-retirement employment reduces your retirement benefit by a dollar.If you want to go manage a Doctor’s office or you want to go be a Wal-Mart greeter, or you want to go work in Kansas, I don’t care how much you make, because the key thing here is this only applies for Oklahoma Public Education covered employment.  And when I say the state agencies, let me back up and hit that, we have employees at a number of state agencies that are members of our system. It includes the Department of Corrections, OJA, the Department of Health, and DHS.  Any education position in those agencies, these limits will apply.
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Questions 

 
 I may not know the answer – and I will tell you 

when that is the case! 

Presenter
Presentation Notes
Now is the time for questions.  If you’ve been writing them down, just hold them up. We’re going to gather a whole bunch of them.  I hope you ask some questions I don’t know the answer to, because that means I get an opportunity to learn, which I love.Questions follow…
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James R. Wilbanks, Ph.D. 
Executive Director 

Presenter
Presentation Notes
What other questions am I likely to get that I haven’t addressed in the presentation or the notes?
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