
5 Key Financial Questions 
Every Future PSERS

Retiree Must Answer

RETIRING SOON?



For such an important personal and financial event, you understand the importance of
planning ahead to make sure there are no surprises. With a few years to go before
retiring, now is the time to confirm that you will have enough money to stop working
when you want, as well as answer other questions you may have such as:

Your PSERS pension will  play a major role in your financial picture after retirement.
Like many Pennsylvania educators,  you may not be quite sure how PSERS works and
what you should expect in terms of monthly benefits.  Your PSERS statement is the best
place to start.

Mailed to you each fall ,  your pension statement provides a summary of your current
PSERS pension account.  However,  we often hear that it  can be difficult to understand
what exactly the numbers on the statement mean. More importantly,  it  can be
even more challenging to determine what these numbers can mean for your upcoming
retirement decisions.

If  you have it  handy,  pull  out your most recent PSERS statement.  If  you do not have
your most recent statement,  you can access it  by logging in or creating an account
with the PSERS Member Self  Service Portal.

Question #1 – What are my PSERS pension benefits?

Are you thinking about retiring in the next few years?

Will my retirement income cover my expenses and taxes?

Should I work longer so my pension benefit is higher?

Can I retire earlier than I thought possible?

What should I be doing now so I am in the best financial position at retirement?

Am I missing anything?

Who wants to leave work stress behind only to deal with financial stress and uncertainty?
That doesn't have to be you. With a few years to plan ahead, you have time to prepare.
Sometimes, the hardest part is knowing where to start.

This cheat sheet will help you answer five key financial questions that will give you
everything you need to know to be confident in your financial future after
retirement. Let’s get started!

https://www.psers.pa.gov/MSS/Pages/default.aspx


Everything you need right now is on Page 3.  Let’s  walk through the sample page below
and focus on the six important pieces of retirement information that you need to know.



Your Normal Retirement Date is the earliest you can retire and receive your full
pension benefit  with no penalties.  Retiring before this date means your pension
payment will  be lower because you are considered to be retiring “early.”
Retiring after this date will  lead to a higher pension payment.

Your Normal Retirement Date

Maximum Single Life Annuity – No Withdrawal 
The Maximum Single Life Annuity pension option gives you the highest monthly
payment which lasts for your entire life.  The amount that you see on your
statement is based on you electing not to make a withdrawal of your
contributions and interest lump sum.

Option 1 – No Withdrawal
Option 1 provides you the second highest monthly payment and provides a
larger potential benefit  for your spouse if  you should die first.  The amount that
you see on your statement is based on you electing not to make a withdrawal of
your contributions and interest lump sum.

Contributions and Interest Eligible for Withdrawal
Each paycheck,  you contribute between 5.25-7.50% of your pay to your PSERS
account.  These contributions grow at 4% per year.  This box shows the total
amount of your Contributions and Interest Eligible for Withdrawal as of June
30th.  You can find a more detailed breakdown of your contributions and
interest in the chart at the top of Page 2 of your statement.

If  you withdraw your contributions and interest lump sum, the Maximum Single
Life Annuity still  provides you the highest monthly lifetime payment.  However,
it  will  be lower that #2 above.  You can find a more detailed breakdown of your
contributions and interest in the chart at the top of Page 2 of your statement.

Maximum Single Life Annuity – Withdrawal of Lump Sum 

Similarly,  Option 1 gives you the second highest monthly payment once reduced
for your withdrawal.

Option 1 – Withdrawal of Lump Sum

It  is  important to know that the Maximum Single Life Annuity and Option 1 are only
two of the five pension options available to you at retirement.  The other three options
are not shown on your statement but may be a better fit  for you than the Maximum
Annuity and Option 1.



Aside from PSERS, Social Security is  likely your most important retirement income
source.  It  is  helpful to know what your Social Security benefits are and what they will
be when you retire.  The same goes for your spouse’s benefits.  

The best way to check into your Social Security benefits is  to access your statement
online here.  If  you do not yet have a My Social Security account,  you can create one
easily and find your benefits statement.  Once you have your statement,  turn to Page 2 to
find your current benefit  payment amounts.

Page 2 of your benefits statement should look like this:

Question #2 – What are my Social Security benefits?

At the top,  you will  notice three ages (full  retirement age,  70 and 62) and corresponding
monthly payments for each. This is  the information that you need. You also need to know
what these ages mean and why they’re important to your retirement income picture,
especially in the early years of your retirement.

https://secure.ssa.gov/RIL/SiView.action


Your Full  Retirement Age (FRA) falls between age 66 and 67,  depending on your year of
birth.  If  you wait to file for benefits until  your FRA, you will  not be penalized and will
receive your full  monthly payment.

Full Retirement Age

Age 70
If  you reach your Full  Retirement Age and do not file for benefits,  you will  receive an
8% increase in your payment for each year that you wait,  until  age 70.  Once you reach
age 70,  there is no incentive to wait any longer.  You’ll  notice how much higher this
payment is than the ones at your FRA and age 62.

Age 62

This is  the earliest you can begin receiving your benefits but at a reduced amount.
Depending on your FRA, there is a penalty of between 20-25% assessed on your benefit
if  you decide to take it  at  age 62.  That penalty is  generally reduced by about 5% per year
until  you reach your FRA.

It  is  especially important for you to factor Social Security into your retirement
decisions because educators in Pennsylvania often retire before their full  retirement
age or even before age 62.  This can result in a gap of several years between retirement
and when Social Security can start.

Phil  is  retiring from PSERS at age 58 with 30 years of service.  He can’t  start
his Social Security benefit  until  age 62 at the earliest.  And he must pay for
health coverage until  he can apply for Medicare at age 65.  So,  Phil  will  have to
fund his health insurance premium using just his pension and investments
for at least four years.  At that time, he will  need to decide whether to start
Social Security early to help cover his expenses at the cost of receiving a
reduced benefit  for life.

Before making any final retirement decisions,  you should consider how and when
Social Security will  factor into your retirement income.



You should feel completely confident in your decision to retire.  This means knowing
how much retirement income you will  have each month and how much you will  have in
financial assets to provide more money when you need it .  The best way to accomplish
this to get a full  view of your retirement financial inventory.  This includes the income
and assets you will  use to fund your spending for the rest of  your life.

To make this easy,  fill  in the Retirement Financial Inventory Chart below so you can
have a clear picture of your retirement resources all  in one place.

Question #3 – How much retirement income and assets will I have?



Question #4 – What will I do about health insurance coverage?

In general,  PSERS retirees are younger than retirees in other professions or industries.
If  you began your career in your early or mid-twenties,  you could have 30 years of
PSERS service and a sizeable pension by age 55.  While mid-50s retirement is a dream
for many people,  it  comes with a big problem―health insurance coverage.  You aren’t
eligible for Medicare until  age 65.  What will  you do about retirement health insurance
until  then? How much will  it  cost? There is a lot to think about,  and it  can be
overwhelming.  

Let’s  simplify the health coverage options you might have.  Make your health coverage
decisions easier by answering 3 questions to help guide your planning:

Can I apply for Medicare when I retire?

If  you are age 65 or older when you retire,  you can likely apply for Medicare.  When
compared to private health coverage,  Medicare is generally much less expensive.
However,  it  is  not free.  Medicare Part B,  Medicare Advantage,  Medicare Supplement,
and prescription drug plans all  come with monthly premiums and out-of-pocket costs.

If I'm not eligible for Medicare yet, which health coverage is best for me?

To help retirees and their families with health coverage,  PSERS sponsors the
Health Options Program (HOP).  HOP offers health insurance plans for qualifying
PSERS retirees,  spouses and some dependents.  The program has options for health
coverage to bridge the gap between retirement and Medicare and plans for those
who are on Medicare.  

It  is  important to know that these health plans are not free.  Not even close.  You
can expect to pay a much higher monthly premium than you did for health
coverage through your district,  intermediate-unit or school.  

The monthly cost can vary by county,  but you can expect to pay around $1,000 per
month for a single-person plan and about $2,000 per month for a 2-person plan.

Learn more about HOP coverage,  options,  benefits and costs here.

 Enroll in the Health Options Program (HOP) through PSERS1.

https://www.hopbenefits.com/


2. Get coverage through your spouse's employer health plan

If  your spouse has a health insurance plan at work,  you are likely able to access
coverage under that plan until  you reach Medicare age or until  your spouse
retires,  whatever comes sooner.  You should find out what the extra costs will  be
for coverage under your spouse’s plan.

3. Purchase private health insurance coverage

Generally,  this option will  not be necessary as you will  likely qualify for coverage
under HOP. However,  if  you are not eligible for HOP and you do not have access to
a spouse’s plan,  you may need to go to healthcare.gov to find a plan.

What will my spouse do if they get coverage through my health plan?

 Get coverage through their own employer plan1.

If  your spouse is not yet Medicare age,  their best option might be accessing
coverage under their own employer plan.  That is ,  if  their workplace offers a
health plan.  If  it  is  a small  business,  the costs for the plan might be much higher
than the monthly premium that they pay under your health plan. 

2. Enroll in the Health Options Program (HOP) through PSERS

If  you qualify for HOP coverage,  your spouse can also apply for coverage under
the program. While the monthly costs are high,  it  is  likely the next best option if
your spouse does not have a health plan at work.

3. Purchase private health insurance coverage

Your spouse can enroll  in a health plan through the health insurance
marketplace at healthcare.gov.  If  a health plan is not available at their place of
work and they cannot enroll  in HOP, private coverage might be the only option.
Private health coverage can be complicated and it  might be helpful to speak with
an independent health insurance agent who can explian your options.

You can see how important it  is  to plan for these health insurance expenses.  This is
especially true if  you plan to retire before age 65.  Health coverage could be a major
retirement consideration for you. Make sure that you know which types of coverage
you are eligible for and how much it  will  cost.

https://www.healthcare.gov/
https://www.healthcare.gov/


Question #5 – Will my assets and income cover my retirement expenses?

All retirees need to be confident that they will  have plenty of money to spend and to
cover all  their needs.  This can be a particular challenge for PSERS members in the
early years of retirement for the two reasons that were mentioned earlier:

           Losing employer health coverage and paying for private insurance or HOP for
           several years before applying for Medicare.               

           Retiring years before reaching Social Security Full  Retirement Age.

It  is  common to have lower income (no Social Security) and higher expenses (paying
more for health coverage) during the first  few years of retirement.  These years can
potentially be more of a financial strain than later in retirement when you are on
Medicare,  Social Security and PSERS.

Let’s  look at an example of how these costs can impact other retirement decisions or
the decision to retire itself .

John is 60 and eligible for normal retirement from PSERS. He has seven years
until  he reaches Social Security Full  Retirement Age at 67.  John has a 403(b)
plan and a few other retirement and investment accounts.  He has five years
until  he qualifies for Medicare at age 65.  His wife,  age 58,  does not have health
coverage through work and is on John’s school district health plan.

This means that he and his wife will  be on HOP coverage together for five years
until  John reaches 65.  At that time, his wife will  still  have two more years before
she is eligible for Medicare.  At a monthly premium of $1,000 per person, these
costs can add up to over $140,000 by the time they are both on Medicare.  This
might cause John to think about a few things:

Taking Social Security early to help cover the costs

Choosing a different pension option for a higher monthly benefit

Working part-time to help cover the costs 

Working full-time at an employer with health benefit

Reconsidering retirement all  together for a few more years



It  is  important to have a clear picture of your retirement finances so you can see
any potential challenges years in advance and plan accordingly.  Before making your
decision on retirement,  you should feel comfortable with how the first  few years will
be funded and what you need to do between now and then to give yourself  plenty of
financial flexibility.

If  you are a Pennsylvania educator who is a few years away from retirement,  answering
these five questions will  help you uncover potential challenges ahead. With enough
time to plan,  you can decide what to do so you can retire when you want and feel
confident that it  is  financially achievable.

You're ready to master your retirement!

Answering these questions and feeling fully prepared for retirement is easier
said than done.  However,  it  doesn't  have to be difficult and you don't  have to
do it  alone.

If  you want guidance from the experts on your retirement planning,  financial
decisions and PSERS options,  we're here to help.  Learn more about getting
customized advice and step-by-step guidance from TeachersRetire here.  

This information is provided for general purposes and is subject to change without notice. The information does not represent, warrant or imply that services, strategies or methods of
analysis offered can or will predict future results, identify market tops or bottoms or insulate investors from losses. The information has been obtained from sources considered to be reliable,

but it is not guaranteed. Past performance is not a guarantee of future results. Neither TeachersRetire nor Personal Wealth Advisory, LLC provide tax or legal advice. Investors should always
consult their own tax or legal advisor regarding their particular situation Advisory services offered through 

Personal Wealth Advisory, LLC, a Registered Investment Advisor

www.teachersretirepa.com

http://www.teachersretirepa.com/

