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READY TO RETIRE? 
An Overview

Presented by Kevin Wenndt
Senior Retirement Benefits Officer



What is IPERS?

ɪ$40 billion Trust Fund ɷthe 
largest public retirement system 
in Iowa

ɪA defined benefit program
ɷLifetime retirement benefits are 

paid based on a formula, not on the 
amount of contributions

ɷFormula factors: age, years of 
service, highest average salary

*Early retirement reduction applies only to the 
benefits of Regular members who retire before 
normal retirement age.
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What is IPERS?

ɪMembers include
ɷPublic schools, cities, counties, 

state government, state 
universities, public hospitals, 
emergency workers, and more

ɪ375,000 members
ɪ2,000 covered employers
ɪ117,000 retirees
ɪ$2.3 billion paid in benefits 

annually
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Guaranteed 
Benefit

YES.Monthly benefit is guaranteed 
for life. 

NO.Benefit fluctuates with market 
performance. 

Investment 
Risk

Pooled investments.
IPERS takes on all the risk.

YOUtake on all the risk. 

Withdrawals 
& Loans

NOT AVAILABLE TYPICALLY AVAILABLE

Vesting 100%in yourcontributions.  100%in yourcontributions. 

Portability YES YES

Death Benefits YES YES

Disability 
Benefits

YES.IPERS provides disability 
benefits depending on certain 
qualifications.

NO.Defined contribution plans do not 
usually provide disability benefits.

Fees & Expenses INCLUDED TYPICALLY HIGH

401(k), 403(b), etc.
(Defined Contribution Plan)

IPERS
(Defined Benefit Plan)
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How Does it Work?

Å The IPERS Trust Fund must be used for the exclusive benefit of 
members and their beneficiaries. 

Å Only vested members are eligible for a monthly benefit of any 
type. 

Å Non-vested members are eligible for a refund of their 
contributions + interest.

Contributions from
active members
and employers

are paid in.

The IPERS Trust Fund

Lifetime retirement
benefits, 

disability benefits,
death benefits,

and refunds
are paid out.
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What is vesting?

ɪEntitles the member to:

ɷMonthly retirement or disability benefit

ɷ! ŦōũŲĮōň ōģ ĎŇŦŁōƗĎũʀŬ ĄōňŲũĮăŵŲĮōňŬ Įģ 

a refund is taken (years of service/30)

ɷService Purchase at retirement (if vested by 

years of service, not age alone)
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How do I become vested?

Regular Membervested status is obtained after:
ɪ28 quarters (7 years) of reported wages or
ɪWhen wages are reported in the same calendar year age 65 

or older is attained

Special Service vested status is obtained after:
ɪ16 quarters (4 years) of reported wages or
ɪWhen wages are reported in the same calendar years age 

55 or older is attained.
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ÒĪëŲʀŬ qƗ ¯ëũŲɧ

ɪContributions + interest
ɷContributions based on gross 

wages

ɷIPERS can adjust the total 

contribution rate by no more than 

1.0 percentage point up or down, 

following a yearly actuarial 

valuation.
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Contribution Rates

6.29% from the member
9.44% from your employer
15.73% total contribution rate
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Contribution Rates
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6.21% from the member
9.31%from your employer
15.52% total contribution rate



Contribution Rates
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9.01% from the member
9.01% from your employer
18.02% total contribution rate



The Benefit Formula ɷRegular 

ɪ The multiplier increases 2% per year for the first 30 years worked.

ɪ 1% per year for years 31ɷ35, for a maximum of 65% of final average salary.

ɪ Early retirement reduction applies if you retire before normal retirement.
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Normal Retirement Age ɷRegular

Age 65 

Rule of 62/20 

Rule of 88

No minimum service 
requirement

Age 62 with 20 or more 
years of service 

Years of service + your age =  
88 or greater
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There are certain "rules" a member must meet before retiring to avoid an 
early retirement reduction. These rules are referred to as Normal 
Retirement Age.



Early Retirement Reduction

Reduce 3% a year for portion of service 
through 06/30/12
Å From nearest normal retirement eligibility (rule of 

88; rule of 62/20; age 65)

Reduce 6% a year thereafter
Å From age 65

As of July 1, 2012
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If you start receiving benefits before reaching normal retirement age, 

benefit reductions will apply.



The Benefit Formula ɷSpecial Service

ɪ The multiplier increases with every year you work in IPERS-covered 
employment.

ɪ Maximum total of 72% payable for each additional year after 30.

ɪ Benefits are not reduced for early retirement if you have always been a Special 
Service member.
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Normal Retirement Age ɷSpecial Service

Unlike Regular members, Special 
Service members qualify for 
normal retirement at age 55. 

There is no early retirement 
penalty.
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Hybrid Benefit Formula

ɪ If you have worked in IPERS-covered Special 
Service and Regular service, a hybrid formula may 
be used to calculate your retirement benefit.

ɪThe hybrid formula may change the amount of your 
average salary.

ɪYour benefits under the hybrid formula will be 
reduced if you begin receiving them before normal 
retirement age.

ɷAn early retirement reduction will apply only to your 
Regular service credits.
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Maximizing Years of Service

ɪFree credit
ɷLeaves of absence 
ɪGranted prior to July 1998
ɪRequires verification from employer

ɷActive military duty
ɪEntered military as an IPERS-covered employee and 

returned to IPERS employment within one year of 
discharge
ɪSubmission of DD214 form required
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Service Purchase Options

ɪNonqualified service (air time)

ɪRefunded IPERS service (buy-back)

ɪ IPERS employment not previously covered 

ɪOther public system(s)(if not eligible to draw pension from 

the other system)

ɪActive duty military/LOA time not eligible for free credit 

ɪ IPERS buy-up credit conversion

5-year limit
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Making a Service Purchase

Purchasing takes place at retirement

Request a service purchase cost 
estimate from IPERS to help you plan for a 
purchase at retirement.
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Retirement Estimates

ɪRequest benefit estimates from IPERS before 
deciding on a retirement date.

ɪWorking a little longer could increase benefits 
significantly.

ɪMay be eligible to 
retire earlier!
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Sample Estimate
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Benefit Payment Options

ɪSix monthly payment options 
ɷAlwayslifetime payments to member
ɷDifferent death benefit provisions

IMPORTANT:
Your choice cannot 
be changed once 
benefit payments begin.
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Option Choices

OPTION 1 
Guaranteed death benefit 
in $1,000 increments

OPTION 2 
Death benefit only 
if balance of 
investment remains

OPTION 3
No death benefit

OPTION 4 
Dual life annuity

OPTION 5 
Guaranteed minimum 10 
years monthly benefit 
payments

OPTION 6 
Dual life annuity 
with pop-up feature 
for member
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Pre-retirement Death Benefits

ɪDesignated sole beneficiary of a vested member 
can elect lump-sum payment or lifetime monthly 
benefit. 

ɪIf designated beneficiary is more than one 
individual or entity, death benefit can only be paid 
in lump-sum payment. 

ɪIf no beneficiary has been designated, lump-sum 
payment is made to the estate.
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Important Facts

ɪWorking any time in a 
month makes you ineligible 
for benefits that month.

ɪYou can get a paycheck in 
the same month you start 
IPERS payments.
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Getting Started

ɪMust be age 55 or older
ɷUnless vested and eligible for IPERS disability 

benefits

ɪMust submit completed application
ɪBenefits paid the last business day of 

month
ɪMust terminate employment unless age 70
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Taxes

ɪBenefit payments are subject to 
federal and state income tax.
ɷYou can request that the tax can be 

withheld from your monthly benefit 
payment

28

IPERS will mail your 
1099-R in January for 
tax purposes.



Returning to Work ɷBona Fide Retirement

To return to work with an IPERS-covered 
employer, you must have aBona Fide 
Retirement , which means:
ɪYou have submitted a retirement application and IPERS 

has approved it.
ɪYou have left employment with all IPERS-covered 

employers, including non-covered positions, with no 
written or verbal agreement to return.

ɪYou are receiving benefits.
ɪYou have followed the time restrictions for providing 

services for an IPERS-covered employer (next slide).
IMPORTANT: There is a financial penalty for violating this 
requirement.
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Bona Fide Retirement Time Restrictions

ɪ To have a Bona Fide Retirement, there are certain time 
restrictions you must follow for providing services for an 
IPERS-covered employer:
ɷ Stayout of all employmentƑĮŲĪ ë ĄōƐĎũĎĊ ĎŇŦŁōƗĎũ ŵňŲĮŁ ƗōŵʀƐĎ ũĎĄĎĮƐĎĊ 

one IPERS benefit payment.
ɷ Stay out of all employment in an IPERS-covered position for an additional 
ŲĪũĎĎ ŇōňŲĪŬɡ ŵňŲĮŁ ƗōŵʀƐĎ ũĎĄĎĮƐĎĊfour IPERS benefit checks.
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