


 

 

 

On the job, we make choices that 
have an impact on the lives of the 
members of our community. 
 

Make the choice to Prepare to 
Protect your financial future and 
that of your loved ones by having 
the following prepared: 
 

I N  M E M O R Y  O F  

Placido “Henry” Sanchez 
APRIL 25, 1977      JUNE 5, 2014 

PREPARE TO PROTECT 

 A Will 
 Beneficiary Elections 
 Disability Insurance 
 Estate Plan 
 Life Insurance 
 
Check the box,  
sign the form.  
 

Prepare  
to Protect 
 

 

Fairfax County firefighter, Placido 
“Henry” Sanchez, age 37, passed 
away unexpectedly on Thursday, 
June 5, 2014.  Henry joined the 
United States Marine Corp. after 
graduating high school in 1997 
and served a tour in Iraq in 2002.   
 
Upon completing his military 
service, Henry joined the Fairfax 
County Fire Department where 
he found his true calling at Fire 
Station 10.  Henry was a six year 
veteran of the fire department 
and loved serving his community 
with his extended family at the 
station. 
 



Technician 

Mark 

Baban 



FireFighter Teddy Pendergrass 



WORDS OF WISDOM FROM THE FIRE CHIEF 

 

 

Our department is steeped in history that the men and women have contributed to over many 
years of hard work, effort, passion and courage. We must always preserve our past and continue 
to pave our future. The personnel of the Fairfax County Fire and Rescue Department that have 
built the solid foundation will always be respected, and supported for their outstanding 
contributions. 
 
Prior to entering into retirement as personnel begin to move into the later years of their careers, 
planning is the key to success beyond retirement. The retirement reward for your hard work as a 
member of this department is a critical decision point in your life for you and your family. 
 
What are your short and long term retirement plans? Your retirement years find you going from 
one hundred miles an hour in our profession to zero! We must be prepared for this transition as it 
can impact and affect each of us and each of us differently. One must reach out to those that have 
retired as part of retirement planning and preparation. This is very important and you need to 
prepare yourself and your family for this transition. Some personnel transition without little or no 
impact. Yet for others, it is a significant transition. Being prepared early and for the long-term is 
everything! 
 
Another important issue that can challenge personnel is health coverage. Be sure to understand 
what is available and what are the costs associated with coverage. Take time to examine your 
current and future health coverage needs. 
 
Remember that the decisions you make at your retirement date are those that are made for the 
rest of your life. Take the time to do your research and plan accordingly. 
 
Our retirees will always have a special place in our department as they will always be 
remembered, respected and never forgotten! The most important thing that each of the retirees 
can do is to pass their experiences and knowledge to those that come behind them! 

 

Respectfully, 

Chief Bowers 

 





Gray Family Legacy  
 

When I was eight years old and in the third grade, my teacher asked us what we wanted to be when 
we grew up.  My answer was “Fireman” which is what we called them back then. 

About three years later in 1942, our community of Forestville, now known as Great Falls, was given 
a fire truck by the U.S. Government.  This fire truck was to be used to fight fires in Washington 
D.C. in the event the city was bombed during World War II; much like London’s experience.  This 
piece of equipment led to the establishment of our volunteer fire department.  Several other 
communities in the area did the same thing. 

I hung around the fire station every chance I could, even when at first it was housed in an old barn.  
When I turned 14 years old I was eligible to join the fire department as a member. We had a couple 
demonstrations on how to pump water from a creek or pond but not any training on how to fight 
fires.  We did the best we knew how. 

In 1949 the county hired the first firemen, one for each of the 13 stations.  In 1955 (approximately), a 
second man for each station was hired and in 1960 the third man was hired.  The first men hired were 
in fact not firefighters.  They were custodians, mainly to keep the heat on in the stations and to do 
other housekeeping duties.  However, they did fight fires to the best of their abilities. 

There was no required training and no test administered when I was hired in 1960.  You received 
the job by getting the most votes at the volunteer members’ meeting.  That was how I was hired, 
however, I thought we could do better and communicated the need for standards to be met. 

I had been working as an outside sales representative for a plumbing and heating wholesale 
company.  My salary in 1959 was $8,800.  When I told the owner of the business that I had been 
accepted to be a firefighter, he offered me a job as a branch manager with a starting salary of 
$25,000 per year.  The fire department job paid $4,200 per year.  

I took the fire department job and several friends of mine said I was crazy.  My wife had a job with 
the government so I thought we could manage it.  I did not have to wear a jacket and tie every day 
and the county furnished the necessary work attire. 

I have never ever regretted my choice.  The job got better every year.  Salaries were raised 
according to the economy and annual increments kept coming.  I also considered the advantages, 
i.e. sick leave, compensatory time, paid annual leave, health insurance, workers compensation, and 
paid training expenses to name a few.  There were savings plans such as the 457 program and IRA 
contributions.  

We did not have the DROP program and I do not know the details of that plan, but from what I have 
heard it is an excellent benefit to all employees.  I am to this day enjoying my excellent retirement 
income. 

In closing, I want to say that it is a great profession.  Some people want to advance in rank and 
some want to be a rear-step firefighter (oops, I can’t say rear-step any more, can I?) 



Whatever you prefer, work at it and be good at what you do.  Everybody contributes a necessary 
link in the chain to get the overall job done. 

When I was working I knew of several people who were promoted to a higher level position and 
once there found they were not happy, they requested a return to their previous grade.  I 
wholeheartedly respected them for the decision to take that course.  It was best for them, for the 
service, and I thanked them for being honest and up front about it. 

Firefighting becomes more sophisticated on a daily basis.  Continual training and studying will 
always be necessary to manage the challenges you face every day.  Although I expect to hear any 
day now that you will be able to “tap an app” on your smart phone to put the fire out.  Good Luck to 
all!  

Gene Gray 
First Deputy Chief (Retired) 
 
I started my employment with the Fairfax County Fire and Rescue Department on April 4, 1983 as a 
call-taker/dispatcher in the Emergency Operations Center currently known as the Department Public 
Safety Communications.  The starting salary was $13,500 and on October 15, 1984, I was offered 
the opportunity to attend the 61st recruit school which was a one dollar per hour increase on a forty 
hour work week. 
  
I learned from my parents to work hard every day and save your money for the future.  The 
unknown can vary from unexpected expenses, family emergencies, and inflation.  Pay attention to 
your payroll contributions, leave balances, remain engaged in family investments, and live your life 
within your means.  Seek professional advice from a financial planner and remain active in the 
deferred compensation plan.    
 
You should avoid counting the number of years until you are retirement eligible and focus on your 
investments to carry you through thirty plus years after you have retired.  Similar to the Fire Chief’s 
expectations as “Train, Train, Train,” you should also “Save, Save, Save.”  Stay safe!  
 
Deputy Chief Daniel Gray 
Safety and Personnel Services Division 
 
I was hired for 138th recruit school on January 12, 2015 at an annual salary of $53,147.33.  The first 
thing that comes to mind about investing in my future is priorities.  The number one thing is making 
sure my family has what they need, while also giving my kids a good childhood.  My father always 
told me to break things down to wants and needs.  It is nice to have or want new things, but do you 
truly need it; most of the time you do not.  Also, what I have learned from my grandfather and my 
father is to appreciate what you have.  Take care of things and if something breaks fix it, don’t just 
throw it away.  Saving money is a big deal for your future, however, priorities to me is the key.  
 
Firefighter Daniel Gray, Jr. 
Operations, FS401-A 
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THE FLORIAN FOUNDATION 
ESTATE PLANNING—FREE OF CHARGE—FOR PUBLIC SAFETY 

 
 
Nationwide, 65% of the general population has no estate planning in placeBno will, power of attorney or 
medical directive or any combination of those documents.  When we surveyed public safety we 
discovered that 93% have nothing in place.  The reason?  Individuals who choose public safety as a 
career consider themselves invincible.  No reason to plan for death or disability, because it only happens 
to Athe other guy.@  The Florian Foundation has been responsible for providing public safety 
professionals and their spouses or significant others in hundreds of Federal, tribal, state and local 
departments with more than 20,000 sets of documents, pro bono.   
 
Take the time today to take care of your loved ones. 
 
Please fill out the Foundation Information Form to the best of your ability.  If you have questions, don’t 
hesitate to email me. 
 
We are most interested in the top of the first page—who you are and who your immediate family 
members are.  Please give me full, given names—first, middle, last.  On the bottom of the second page, 
let us know who you wish to be in charge of the different jobs in the documents; i.e., a Will, durable 
power of attorney and medical directive.  Again, full, given names.  If anyone is related to you, let us 
know what that relationship is; i.e., sister, brother, mother, father, etc.   
 
Samples of the documents are on the website at www.florianfoundation.net.   If you need some 
guidance on what the documents and the jobs are, see the attached Glossary of Terms which will 
explain some of the strange language used in this line of work.  
 
If you have minor children, let us know who will be the guardian for the children and the trustee for 
their money, in the event both you and your spouse are gone.  Please note that the guardianship for 
the children and the trust for their funds only come into play if you are both deceased, so you will need to 
name an initial guardian and trustee and If possible, please name a successor for those jobs, too. 
 
We are required by the Virginia Bar to request the information about assets so we can ascertain 
whether you exceed the Federal estate tax limit.  The Federal estate tax limit is $5.24 million per person, 
so the “Laugh Sign” is up!  Those of us in public safety will never get there, but we have to ask.  Please 
don’t stress over this.  What we need are ballpark figures and a snapshot of what you are worth the day 
you fill out the form.  We do not need, nor do we wish to have, account numbers. 
 
Email the form to me and we’ll get started.  
 
Sandie Doptis 
Executive Director 
sandie.doptis@verizon.net  



http://www.florianfoundation.net 
 

Sandie Doptis, Executive Director 
The Florian Foundation 
802 Coan Haven Road 

Lottsburg, VA  22511-2653 
 

FREE preparation of estate planning documents 
 
 
1. Durable General Power of Attorney 
 
 Handles your financial affairs while you are still alive, but unavailable.  This becomes a blank 
check for the person you have appointed. 
 
 Does not require an attorney to prepare, but financial institutions want to see “standard” 
language so attorneys usually are involved. 
 
 Sample on the Florian Foundation website 
 
2. Advance Directive for Health Care 
   Appointment and Powers of Agent for Health Care 
   Health Care Instructions (Living Will) 
   Anatomical Gifts (Organ Donation) 
 
 Substance governed by Virginia statutes; pick and choose what you want included 
 
 Does not require an attorney to prepare, but adult witnesses are required 
 
 Sample on the Florian Foundation website 
 
 Sample on the Virginia State Bar website – go to www.vsb.org.  In the search block, type the 
words Health Care.  On the page that comes up, click on the link for “Healthcare Decisions Day”; then 
scroll down to the 2011 Virginia Advance Directive Form (a 3-page pdf document)   
   http://www.vsb.org/site/public/healthcare-decisions-day 
 
3. Last Will and Testament 
 
 Requires an attorney to prepare; this is the “practice of law” in Virginia 
 
 Tells the Court where you want your “stuff” to go after you have died 
 
 Can appoint a Guardian for your minor children and establish a Trust for their financial care 
 
 Sample on the Florian Foundation website 
 
NEXT STEP:  when you’ve completed the Foundation’s Information Form, use the website to contact 
the Foundation – tell us you’re ready to prepare your documents.  We’ll get back to you ASAP. 
 
 
         Date:  ______________________ 



The Florian Foundation
INFORMATION ABOUT YOU—Please provide full (first, middle, last) names

Full Name: Preferred name Date of Birth:

Home Address: Home Phone No.:

Work Address: Cell Phone No.:

Single  __             Married   __              Divorced   __                 Widowed   __ Email:

INFORMATION ABOUT YOUR SPOUSE           Date of Marriage:

Full Name: Preferred name Date of Birth:

Home Address: Cell Phone No.:

Work Address: Email:

INFORMATION ABOUT YOUR CHILDREN

Full Name: Preferred name Date of Birth:

Address: Phone No.:

Full Name: Preferred name Date of Birth:

Address: Phone No.:

Full Name: Preferred name Date of Birth:

Address: Phone No.:

Full Name: Preferred name Date of Birth:

Address: Phone No.:

WHAT ARE YOUR ASSETS?

Asset Description Mortgage Fair Market Value

House #1

House #2

Auto #1

Auto #2

Boat

Bank Account

Bank Account

Stocks

Mutual Funds



Bonds

CD

CD

Life Insurance

Life Insurance

Retirement Plan

IRA

IRA

Other

ESTATE INFORMATION (for lines 2-6, provide FULL names—first, middle, last)

Do you have existing estate documents (will, financial power of attorney, medical directive)?

Who will be your executor?                                                                                Back up?

Who will be your attorney-in-fact?                                                                   Back up?

Who will be your agent for health care?                                                             Back up?

Who will be your children’s guardian?*                                                             Back up?

Who will be the trustee for their money?*                                                          Back up?

Where are your birth certificates?

Where is your marriage license?

Where is the deed to your house?                                                         Titles for vehicles?

Do you have funeral arrangements?                                                      Location of cemetery plot

Are you eligible for military benefits?

Where are your medical records on file?

Are you due any inheritance?

Do you have disability insurance?

Do you have credit cards that are paid on death?

Do you wish to be an organ donor?

*These jobs are only pertinent if both parents are deceased.



Glossary of Terms 

Agent for health care An individual you appoint to act under a medical directive to 
make medical decisions for you in the event you cannot make 
them for yourself.  It must be someone who will do what you 
want done if you are not capable of speaking for yourself. 

Attorney-in-fact An individual you appoint under a power of attorney to 
handle financial and business transactions in the event you 
cannot make them for yourself.  Literally, “one who stands in 
my stead”.  This individual does not have to be an attorney.
It must be someone you trust with your money. 

Executor/Executrix  A person appointed by the testator to carry out the directions 
and requests in his will and to dispose of the property 
according to his wishes after his death.  The person who 
distributes your “stuff” after you’re gone.  Executrix is the 
feminine.

Guardian  The individual appointed by a last will of a minor child’s 
father or mother and charged with the duty of taking care of 
the person of the child.  The person you have appointed in 
your will for your child to physically live with after you die. 

Personal Property Anything that is not land.  Tangible personal property
consists of things you can physically touch; i.e., jewelry, 
furniture, cars, etc. Intangible personal property consists of 
cash, bank accounts, brokerage accounts. 

Real Property Land with or without houses on it.  Real estate. 

Testator/Testatrix A person who makes a will.  Testatrix is the feminine. 

Trustee The person holding property in a trust.  A testamentary
trustee is appointed by or acting under a will.  The person you 
have appointed under your will to manage and disburse your 
money for your children’s care after you die. 

Will An instrument executed with the formalities of state statutes 
by which a person states how he or she wishes to dispose of 
his or her real and personal property after his or her death.  A 
document that states where you want your stuff to go when 
you aren’t here anymore. 



 
 

Steffan & Associates, P.C. 

(703) 691-4810 | info@steffan-estate-planning.com | http://www.steffan-
estate-planning.com 

 
About John Steffan 
John D. Steffan, born in up-state New York, obtained his Master's Degree and Juris Doctor Degree from the 
University of Tennessee. There he was an associate editor of the Law Review and was awarded first place in the 
1978 Advocate's Prize Moot Court competition. 
 
Mr. Steffan served as Law Clerk for the Honorable Samuel Lewis of the Tennessee Court of Appeals, and thereafter 
for the Honorable Harry Phillips, United States Court of Appeals for the Sixth Circuit. At the close of his clerkships, 
Mr. Steffan and his family moved to Northern Virginia where he associated with the Washington, D.C. law firm of 
Steptoe & Johnson. 
 
Mr. Steffan was appointed Trial Attorney with the United States Department of Justice, Tax Division, where he served 
over six years as the Justice Department's primary tax litigation counsel in the federal district courts of Colorado, 
Wyoming and Montana. The United States Attorney General twice honored Mr. Steffan as "U.S. Department of 
Justice, Tax Division, Outstanding Trial Attorney." 
 
In 1990, Mr. Steffan opened his private law practice of Steffan & Associates, P.C., which continues to practice 
exclusively in estate planning. The firm maintains offices in Northern Virginia. 
 
Mr. Steffan is licensed to practice before the State and Federal courts in the District of Columbia, the State of 
Tennessee (inactive), and the Commonwealth of Virginia, as well as the United States Tax Court. Mr. Steffan is an 
active member in good standing of the bars of all three jurisdictions. 
 
Mr. Steffan is a Licensed Instructor for Continuing Education on topics of Insurance Laws & Regulations, Retirement 
& Savings Plans, and Financial & Estate Planning. Mr. Steffan conducts three to five public and private seminars 
each month on a variety of estate planning topics and is a co-author of "Total Wealth Management. 
 
Mr. Steffan is an active member in good standing of the American Academy of Estate Planning Attorneys 



Steffan & Associates, P.C. 

(703) 691-4810 | info@steffan-estate-planning.com | http://www.steffan-estate-planning.com

 

Fifteen Common Reasons To Do Estate Planning 

Here are the common reasons you need to not only build and protect your hard-earned money, but transfer it 
with as little depletion and expense as possible. With a proper estate plan in place, you can plan ahead to:  
 

1. Designate who will manage your affairs if you become disabled and when you pass away. If you 
fail to do so, the court will decide for you. You never know who the court will appoint.  Keep control of 
your own destiny! 
 

2. Plan for Medicaid and its impact on your es-tate if you must go into a nursing home. Nursing 
homes today can cost as much as $74,000 per year or more, and a long-term stay can easily impoverish 
all but the weal-thiest families. With proper planning, how-ever, you can shelter assets and keep your 
family’s wealth intact. Because there is a 50-50 chance that the average adult will spend at least one year 
in a long-term care facility, it becomes painfully clear this type of planning is extremely important 
 

3. Avoid probate, during your lifetime and when you pass away. Do you want the court controlling you 
or your assets? Probate proceedings are public, expensive, time-consuming and should be avoided 
whenever possible. Leave your money to your heirs quickly, privately and efficiently by establishing a 
proper estate plan. 
 

4. Protect children from a prior marriage if you pass away first. Second marriage planning can be 
complex and tricky. Expert legal guidance is needed to ensure your assets are preserved and your 
children of your first marriage will receive the proper share of their inheritance. 
 

5. Protect assets inherited by your heirs from lawsuits, divorces and other claims. Make sure your 
assets are inherited by your loved ones, not the people you don’t want to receive them, such as their ex-
spouses, in-laws, creditors or the IRS. 
 

6. Impose discipline upon children and/or grandchildren who may not be capable or experienced in 
managing money. Make sure your children and/or grandchildren spend their inheritance wisely. Protect 
their inheritance against inexperience and mismanagement by including specific conditions and rewards 
in your estate plan. 
 

7. Provide for special needs children and grandchildren. The loss of governmental benefits can wipe 
out your estate. Special considerations and planning is needed to avoid the loss of governmental 
benefits. 
 

8. Insure that a specific portion of your estate actually gets to grandchildren, charities, etc. Without 
planning, the state will decide who inherits your assets… NOT YOU!  Planning your estate ensures your 
intentions and directions are followed. 
 

9. Protect a portion of your estate if you pass away first and your surviving spouse remarries. Special 
Trusts can be set up to protect your current surviving spouse and insure that your assets don’t end up in 
the wrong hands. Take action now to protect your family.  

 



10. Address different needs of different children. No two children are alike. Customized estate planning 
can assure that each child’s personal needs are addressed in the manner you deem best. 
 

11. Prevent or discourage challenges to your estate plan. Establishing a Revocable Living Trust now 
makes it more difficult for objections when you are no longer around to speak for yourself. 

 
12. Encourage and reward heirs who make smart life decisions, and prevent the depletion of your 

estate from those who do not. There can be a point at which giving a child more money can make them 
less productive and less happy. A Family Incentive Trust can be tailored with financial incentives which 
encompass your family values and goals to encourage and motivate your children. Such a Trust can be a 
loving way to support your children while inspiring them to be productive members of society and 
fostering their sense of self-worth. 
 

13. Assure an education for children, or grandchildren, despite what they (or their parents) dream of 
doing with the inheritance. Establishing an educational trust can assure that your children and/or 
grandchildren use their inheritance for education and not fund a vacation in Las Vegas. 
 

14. Plan for a "Brady-Bunch" family estate plan and assure the step-parent doesn't spend your 
children's inheritance and/or provide for a spouse without sacrificing the intended legacy for 
children of a prior marriage.Divorce and second marriages can have devastating effects on the 
inheritance you intend for your children, if your estate plan is not reviewed and updated. Often times, 
the original “traditional” estate plan will not meet the needs or provide the protection needed for your 
new blended family, so proper planning is imperative. 
 

15. Pursue charitable goals you may not otherwise feel you can afford. Considerably cutting probate 
expenses allows you to also leave a legacy to a charitable organization you admire. 

 



Our goal is to provide an experience that will change your 
perception of insurance, one household at a time.

Life Health Auto Home Business
9990 Fairfax Blvd Suite 100, 
Fairfax VA 22031
Phone 703-278-5440  
www.gingergray.com

If You Don’t Know The Name Of Your Insurance
Professional, Shouldn’t You Wonder Why?

THANK YOU, GINGER!     Steve and I have been customers of State Farm for our entire 45+ years of marriage. Upon moving to Virginia in 1994, we again 
looked for a State Farm agent. However, it was not until 2005 when Ginger Gray took over the State Farm agency that we were associated with, did we ever feel 
like we were given any personal attention. She was the first State Farm agent to actually contact us, explain our many options and offer us additional services and 
benefits. We are very pleased with the rates and services that Ginger Gray's State Farm Agency provides for our auto, homeowners, liability umbrella, life 
insurance and Medicare supplemental insurance needs.  Our son and daughter-in-law, who live in Falls Church, VA, have also used Ginger Gray for their auto 
and renter's insurance since their marriage in 2010.  In 2014 we built a house in Willowsford with our daughter and son-in-law (who have also been State Farm 
customers since their marriage in 2000); we currently reside together in our very unique multi-generational Willowsford home. Knowing that Ginger Gray's 
agency continues to keep us "covered" in all of our insurance needs, provides a great sense of peace and security.       

Ginger Gray Agency



Hot Buttons for your County Health & Life Benefits 
 

1. Change is a fact of Life – and Benefits, coverage and cost change 
often, at least annually. Open the mail we send you and review 
the information.  

 
2. Check your coverage and your beneficiaries annually at Open 

Enrollment.  
 

3. Remember you must apply for Medicare up to 3 months before 
you turn 65, we will send you a notice to remind you. To continue 
coverage under the county plans, you must elect and maintain 
Medicare Part A and Part B as soon as you are eligible.  

 
4. If you continue your Optional Group Term Life Insurance 

coverage into retirement, make you are aware of the age banded 
rate tables for your coverage. These can change annually as you 
age or if the contracted rates are increased by the carrier.  

 
5. If you are enrolled in a medical plan that has a local network 

rather than a national network, plan ahead to change your 
coverage if you are going to be moving outside of the service 
area.  

 
6. If you are planning to relocate outside of the country, verify that 

your health plan will still cover you while living outside the U. S. 
of A.  Remember mail delivery could also be an issue.  

 
7. If you are uncertain of how something is covered by your plan, 

contact the plan or the Benefits Staff to confirm prior to having 
the service (and ending up with a large balance).  

 



8. Shop for your Healthcare and providers of service the way you 
shop for other large ticket items (i.e. large screen TV, 
automobile). Your body is the most expensive machine you will 
ever own, and maintenance can be expensive. 

 Check all facilities your provider has rights to and use 
the lowest cost/highest quality 

 Look for Pharmacy savings outside of the health plan (i.e. 
discounted generics and special promotions by pharmacies 
and pharmaceutical companies) 
 

9. Pay close attention to what’s going on with Health Care Reform 
and changes on the national scene – the Exchanges or other 
options through organizations (AARP) may offer a better value. 

 
10. Remember an ounce of prevention is worth a pound of cure. An 

active, healthy lifestyle is great prevention! 
 
Information Contacts:  
 

 



  

Andrea D. Masters is a Senior Employee Benefits Consultant 
at Potomac Basin Group, LLC. During her 24-years tenure, 
she has worked as an insurance professional in Employee 
Benefits and Property & Casualty, helping her clients 
navigate the ever-changing market place.    

Since 2010 Health Care Reform has been front and center in 
the employee benefits arena.  Andrea educates clients 
regarding the applicability of the law to their businesses and 
provides solutions specific to the group’s employee benefits 
needs. Historically, she has been one of the agencies top 
sales representatives. 

In addition Andrea is well versed in group and voluntary 
benefits, including the Life and Disability programs offered 
to Local 2068 members from Reliance Standard.  

 Andrea was born in Washington, DC, grew up in Maryland 
and received a Bachelor of Science degree from the 
University of Maryland, College Park. She is a member of 
GWAHU and NAHU. 

Come stop by my table for a visit!! 



LOCAL 2068 DISABILITY PLAN - RELIANCE STANDARD LIFE 

QUICK REFERENCE BENEFITS GUIDE 

WEEKLY DISABILITY INCOME 

Non-Service Connected: 

(off the job accidents/sickness) 

$ /week - in hospital (first 13 weeks) 

$350/week - in hospital (after 13 weeks) 
$ 50/week - NOT hospitalized, but unable to work 

at your job 

Service Connected: 

(paid in addition to worker's compensation) 

$ 50/week - in hospital (first 13 weeks) 

$250/week - (after 13 weeks) 
$ 50/week - NOT hospitalized, but unable to work 

at your job 

Benefits Begin: First Day - Accidents 

First Day - Sickness (in hospital) 

Eighth Day - Sickness (not hospitalized) 

Benefits Payable: 26 weeks - per each period of disability 

Features: Waiver of Premium - after 120 days disability 

Recurrent Disabilities - after 1 week 

House Confinement - Not required 

Guaranteed Minimum Benefit - for certain 

Fractures 

LONG TERM DISABILITY INCOME: 66 2/3% of wages up to $2,000/month 

Benefits Begin: After 180 Days 

Benefits Payable: Up to Age 65 

ACCIDENTAL DEATH OR 

DISMEMBERMENT: 

$10,000 Principal Sum 

This is a brief outline.  All Benefits, Definitions, Exclusions, etc. are contained in the Master Policy at 

the office of Local 2068 and in your individual booklets. 



Since 1999 I have helped people 
understand  their investments and 
implement efficient distribution strategies.  

Since 2006, I have focused my retirement 
planning practice to the Fairfax County 
Public Safety Community (Fire & Rescue, 
Police and Sherriff), and Civilian employees.  
I am extremely  familiar with the Fairfax 
County Benefits programs including DROP, 
457(b), and survivor benefit options.  I also 
have extensive experience with the Virginia 
Retirement System (VRS), and with 
members of  FCPS, ACPS, APS and FCCPS.

As a former tutor and teaching assistant 
(LAUSD) I trust the relationship-based 
approach to financial education and 
advisory services.

I hold the following licenses :

• (FINRA Series 7) General Securities 
Representative 

• (FINRA Series 65) Uniform 
Investment Advisor Law 
Examination

• (FINRA Series 63) Uniform Securities 
Agent

• (FINRA Series 6) Investment 
Company Products/Variable 
Contracts Limited Representative 

• Life, Health and Variable Annuities 
Agent

A little more about me...

Mario Orozco
Financial Advisor6

Eagle Strategies, LLC
New York Life Securities
New York Life Insurance Company

8075 Leesburg Pike, Suite 200
Vienna, VA 22182
Phone: (571) 451-4405
Email: mrorozco@newyorklife.com

A customized approach.

I can make recommendations, tailored to your needs, on a wide 
variety of financial matters, including:

• Retirement Planning
• Investment Planning
• Asset Allocation
• Brokerage / Cash Management Accounts
• Mutual Funds
• College Planning 529 4

• Fixed & Variable Annuities 1 & 2

• Life & Long Term Care Insurance
• Tax Planning Options 3

• 412(e)(3) Defined Benefit Plans
• Buy / Sell Agreements
• Qualified Plans, IRAs, 457(b), 403(b)
• Rollovers 5

1Issued by New York Life Insurance and Annuity Corporation, a wholly owned subsidiary 
of New York Life.
2Guarantees backed by the claims-paying ability of the issuer.



3 Neither Eagle Strategies, LLC, New York Life Securities, New York Life Insurance
Company nor its advisors / agents provide tax, legal, or accounting advice. Please
consult your own tax, legal, or accounting professional before making any decisions.

4 “Investors may receive more favorable tax benefits from 529 plans sponsored by their state.  Consult 
your tax advisor for how 529 plan tax treatments would apply to your particular situation.”

5 “Before rolling over the proceeds of your retirement plan to an Individual Retirement Account (IRA) or 
annuity, consider whether you would benefit from other possible options such as leaving the funds in 
your existing plan or transferring them into a new employer’s plan.  You should consider the specific 
terms and rules that relate to each option including: the available investment options, applicable fees 
and expenses, the services offered, the withdrawal options, the potential flexibility around taking IRS 
required minimum distributions from the option, tax consequences of withdrawals and of removing 
shares of employer stock from your plan, possible protection from creditors and legal judgments and 
your unique situation.  Neither New York Life Insurance Company nor its agents provide tax or legal 
advice. Consult your own tax and or legal advisors regarding your particular situation.”

6 “Financial Advisor for Eagle Strategies LLC, a Registered Investment Advisor.” “Registered Representative 
offering securities through NYLIFE Securities LLC (member FINRA/SIPC), a Licensed Insurance Agency.”
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Retirement Planning for the Fairfax County Public Safety Community 
By Mario Orozco, Financial Advisor at Eagle Strategies, LLC 

 
I have been working with the Fairfax County public safety community on a weekly basis 
for the last ten years.  Originally, I was a financial advisor to Fairfax County Government 
employees in my role as a Deferred Compensation 457(b) vendor representative from 
2006 to May of 2011.  I simultaneously served as a retirement plan advisor to 
employees of FCPS, ACPS, and FCCPS.  I have long respected people choosing 
careers spent protecting and educating others.  I have learned many insights into the 
needs of this valuable community.  Long hours, non-traditional sleep schedules and 
heavy responsibilities are often part of their job description and retirement planning 
(next to good health) is one such essential need that often goes ignored due to the 
demands of the lifestyle.  I am honored to bring my decade of specialized advisory 
experience with the Fairfax County Government retirement system, 457(b), Deferred 
Retirement Option Plan/Program (“DROP”), 529 college savings plans*, insurance 
planning and budgeting to this valuable demographic.  It’s always a pleasure to serve 
those who serve others. 
 
What is retirement planning exactly?  
 
The essential goal of retirement planning is to simply reduce or eliminate income 
shortfalls for expected living costs over one’s lifetime.  It sounds simple.  It can be, but 
there are steps to take. 
 
How do I do retirement planning? 
 
Know your choices.  This often starts by choosing a trusted advisor with whom to 
collaborate.  Knowing your choices then involves data gathering, discussion of personal 
goals, review of potential strategies, selection and implementation.  I cover these steps 
in three meetings. 
 
When should retirement planning begin?   
 
As early as possible and should be checked regularly (at least annually) after a personal 
plan has been established.  It would be unthinkable to skip any essential component of 
a public safety process when the stakes are so high.  Retirement planning, an essential 
process to your personal well-being, should be treated with the same seriousness. 
 
The Good News 
 
 – Well-Funded Pensions, DROP, Deferred Comp, County Subsidies, Tax Credits 
Firstly, meeting pension funding goals and Cost of Living Adjustments (“COLA”) are 
major objectives of the County Retirement Systems. Pensions create predictable future 
income, a cornerstone of long-term planning.  DROP and 457(b) deferred compensation 
can also be invested and “earmarked” to offset rising long-term household costs.  
Careful consideration of tax credits for Public Safety retirees (Pension Reform Act 2006 
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tax credit) and the County’s post-55 health insurance subsidy can help offset the burden 
for retirees of rising health expenses. The use of these benefits, however, must be 
coordinated to enhance the overall retirement package and should be customized 
individually for each retiree household.   
 
The Not-So-Good News 
 
Pensions, subsidies, tax credits and savings are all amazing retirement resources (and 
invaluable retirement planning tools) but alone will not carry the day.  Public safety 
knows, perhaps better than anyone, that overreliance on or even inefficient use of a 
single strategy or set of tools, without alternative procedures in place, can be 
disastrous. Sometimes even allowing for a limited ‘encore career’ can enhance the 
chances of retirement success and reduce the effects bad markets can have on 
investments.  Don’t underestimate the need for a good plan that provides predictability 
and flexibility.  
 
“Best Practices” to Implement 
 
Actual retirement budgeting, calculating the costs of retiree health insurance as a 
percentage of expected pension, detailed employee benefits analysis, targeted 
investment strategies and, finally, proper insurance planning will greatly enhance the 
pension and retirement Fairfax County employees can enjoy.  The basic formula looks 
something like this: A + B = “CC” 

(A) Pensions  
- take into account reductions in Pension based on FFX CO Retiree Health 

Insurance Costs + FFX CO Survivor Benefit Costs x estimated Federal and State 
taxes* 

- also consider each household’s particular needs, obligations and dependent 
costs: educational expenses for children, extended family health concerns and 
legacy planning goals 

(B) Investments 
- Project realistic distribution strategy for Deferred Compensation, DROP, non-

employer assets, spousal assets (then reduce for estimated taxes) **  
(CC) Essential Living Costs 
- if A and B have been well informed then “CC” should stand for “Covered Costs” 

Generally, retirement planning assumes a minimum 80% of final average salary to 
cover essential annual living costs (can vary based on a variety of factors). 
 
What Are the Biggest Retirement Planning Issues to Address, Errors to Avoid? 

 
1) Not getting started 
2) Not asking the right questions.  

 
Neglecting to realistically address the short, mid and long-term expenses of 
retirement living will often cause one to fall very short of the retirement desired.  Living 
“too long” (outliving one’s means) can create as many complications in retirement as as 
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not living long enough can create for retirees’ survivors.  Since the average public safety 
employee I work with retires around age 55 this means there is every chance they will 
be retired longer than they were employed.  This means it is essential to have a 
sustainable distribution strategy for investable assets (DROP, 457(b), IRAs, etc) and a 
very specific written plan of action for extended health events for one’s household prior 
to and especially during retirement. 
 
What Role Does Insurance Play in Retirement? 
 
Comprehensive insurance analysis is an important part of the retirement planning 
process as it protects the participant's quality of life as well as their household in the 
event of illness and/or death.  Addressing insurance needs early and regularly will 
increase one’s ability to properly respond to the “expected unexpected” and stay on 
track. 
 
What Happens After I Retire? 
 
Annual reviews.  Meeting regularly (minimum of once per year) with your financial 
advisor.  People tend to overspend when “every day is a Saturday”.  There is suddenly 
a lot of time to mull home improvement projects, vacations and a litany of demands on 
the pocketbook.  Keeping in active communication with your advisor helps to ensure the 
plan laid prior to separation from service stays relevant while getting the retirement “sea 
legs” acclimated. In addition, it is important to address the creation of wills, trusts, 
POAs, medical directives and appropriate legacy planning during our process (if this 
wasn’t all completed prior to separation from service).  It is best to discuss these issues 
as early as possible and to consult with an estate planning lawyer. 
 
What do I do now? 
 
Please reach me, Mario Orozco, at mrorozco@newyorklife.com and/or by calling 
me at 571-451-4405.  I am available at the Vienna office, 8075 Leesburg Pike, Ste 
200, Vienna, VA 22182, and can schedule in-home meetings, as well. 
 
Investment advisory services offered through Eagle Strategies LLC, a Registered 
Investment Advisor. Registered Representative offering securities through NYLIFE 
Securities LLC (member FINRA/SIPC), a Licensed Insurance Agency 
 
*Investors may receive more favorable tax benefits from 529 plans sponsored by their 
state.  Consult with your tax advisor for how 529 plan tax treatments would apply to your 
particular situation. 
 
**Neither Eagle Strategies, LLC, New York Life Securities, New York Life Insurance 
Company nor its advisors / agents provide tax, legal, or accounting advice.  Please 
consult your own tax, legal, or accounting professional before making any decisions. 



PAUL HUGHES, ChFEBCsm 
Managing Partner and Financial Advisor 
 

Paul has worked in the Financial Services industry since 1982. His vision of 
creating a company dedicated to providing an objective investment and 
financial planning experience was realized in 2009 when he and his partner, 
Scott Hughes, founded Hughes Financial Services, LLC.   
 
Being independent means Paul is able to seek out the best tools, resources and 
strategies to help his clients work towards the goals that are most important to 
them. Working closely with individuals and families in or nearing retirement, he 
is able to offer his clients strategic plans to help build, manage and distribute 
their wealth. Paul specializes in all aspects of financial planning including: 
 
 Investment Management 
 Retirement Income and Distribution Planning 
 Portfolio Design and Management 
 Family Wealth Planning 
 Estate Planning 
 Tax Reduction Planning 
 Social Security Planning 
 Small Business Benefits 
 Pension Planning 

 
For over 35 years, Paul has worked as a portfolio manager, retirement plan 
specialist and financial planner. For nine years, he served as a registered 
principal with management oversight of more than 20 financial planning 
representatives who worked with employees and retirees of various local 
municipal governments, educational systems and not-for-profits. Paul also 
specializes in issues that small business owners face as he himself has been an 
entrepreneur, founding and running several businesses prior to entering the 
financial services industry. 
 
After serving in the United States Naval Submarine Service, Paul attended the 
University of Virginia. He has earned the Chartered Federal Employee Benefits 
Consultant (ChFEBCsm) professional designation and has extensive knowledge 
about federal benefits programs. He is a member of the Financial Planning 
Association (FPA), holds Series 7, 24, 26, 51, 63 and 65 registrations, and is 
licensed in Life, Health and Annuities. 
 
Paul and his wife, Ronnie, live in Northern Virginia and have five adult children 
who have blessed them with 11 energetic and beautiful grandchildren. 

2201 Cooperative Way, Suite 150  |  Herndon, VA 20171  |  P (703) 669-3660  |  F (703) 880-4905  |  phughes@h4fs.com    www.h4fs.com 



SCOTT HUGHES, CFP®, MBA 
Managing Partner and Financial Advisor 
 

Scott has worked as a Financial Advisor since 1994. His vision of creating a 
company dedicated to providing an objective investment and financial 
planning experience was realized in 2009 when he and his partner, Paul 
Hughes, founded Hughes Financial Services, LLC.   
 
Being independent means Scott is able to seek out the best tools, resources 
and strategies to help his clients work towards the goals that are most 
important to them. By partnering with individuals and families in or nearing 
retirement, he is able to offer his clients strategic plans to help build, manage 
and distribute their wealth. Scott specializes in all aspects of financial planning 
including: 
 
 Investment Management 
 Retirement Income Analysis, Evaluation, Planning and Management 
 Pension Distribution Planning 
 Portfolio Design and Management 
 Family Wealth Planning 
 Estate Planning 
 Tax Reduction Planning 
 Social Security Planning 
 Insurance 

 
For over 23 years, Scott has worked with individuals and families in or nearing 
retirement to provide comprehensive solutions that help build, manage and 
distribute their wealth. He specializes in working with employees and retirees 
from various municipal governments, educational systems and not-for-profits 
in the local area. 
 
A graduate of George Mason University (Fairfax, VA) with a Bachelors of 
Science in Public Administration and a Masters of Business Administration 
degree, Scott also earned his CFP® (Certified Financial Planner) from The 
College of Financial Planning (Denver, CO) in 1999. He is a member of the 
Financial Planning Association (FPA) and holds the FINRA Series 6 and 7 
registrations as well as licenses in Life, Health and Annuities. 
 
Scott and his wife, Melissa, live in Northern Virginia and have three children 
who keep them very busy with all of their school, sports and social activities. 

2201 Cooperative Way, Suite 150  |  Herndon, VA 20171  |  P (703) 669-3660  |  F (703) 880-4905  |  shughes@h4fs.com  |  www.h4fs.com 



PATRICK HUGHES 
Financial Advisor 
 

Patrick joined Hughes Financial Services, LLC, in April 2014 as a Paraplanner, 
working closely with the firm’s Financial Advisors in evaluating investments, 
creating retirement plans, reviewing portfolio designs and tax planning. In 
September 2015, he moved into a Financial Advisor role, working directly with 
clients to provide comprehensive financial planning solutions for building, 
managing and distributing their wealth. 
 
Being independent means Scott is able to seek out the best tools, resources 
and strategies to help his clients work towards the goals that are most 
important to them. By partnering with individuals and families in or nearing 
retirement, he is able to offer his clients strategic plans to help build, manage 
and distribute their wealth. Scott specializes in all aspects of financial 
planning including: 
 
 Investment Management 
 Retirement Income Analysis, Evaluation, Planning and Management 
 Pension Distribution Planning 
 Portfolio Design and Management 
 Family Wealth Planning 
 Estate Planning 
 Tax Reduction Planning 
 Social Security Planning 
 Insurance 

 
Prior to joining Hughes Financial Services, Patrick worked directly with the 
customers of a major insurance carrier for 12 years in which he evaluated and 
implemented personal liability policies, medical costs, and lost income as well
as negotiated bodily injury claims. 
 
A graduate of Virginia Polytechnic Institute & State University (Blacksburg, 
VA) with a Bachelor of Arts in History and minors in Political Science and 
Communications, Patrick is currently pursuing his Certified Financial Planner 
designation at the University of Virginia. He is a member of the Financial 
Planning Association (FPA) and holds the FINRA Series 65 registration. 
 
Patrick and his wife, Heather, live in Leesburg, VA, and have four children who 
keep them active in their local community with school, sports and social 
activities. 

2201 Cooperative Way, Suite 150  |  Herndon, VA 20171  |  P (703) 669-3660  |  F (703) 880-4905  |  patrickhughes@h4fs.com  |  www.h4fs.com 



With this shift to earlier retirements, the retirement years for public employees can span a longer time period than their 
working careers did. These added years of retirement can present pre-retirees with a more complex set of decisions and 
risks to consider than a conventional retirement will.   
 
Warren Buffet, one of our country’s wealthiest men, once said, “Risk comes from not knowing what you’re doing.”  
Do you know how to retire at a younger age than traditionally expected without risking the  
financial assets you’ve saved for your retirement? For many people, the answer is “no,” as  
retirement tends to be a first-time experience.   
 
As with any new experience, doing something for the very first time can sometimes  
lead to innocent mistakes. Your first inclination might be to only make provisions  
for the dreams and goals you would like to fulfill once you retire. However, two  
things you must do to prepare for the changes that will come with retirement  
are a careful evaluation of all of your financial assets (Social Security benefits,  
employer-sponsored retirement plan(s), pension(s), investments, and savings)  
and an assessment of all the risks that may lie ahead. 
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Have a financial plan that relates to 
your investment strategy and 
consider the benefits of asset 
allocation and diversification. 
Remember, your retirement assets 
may need to last 30-40 years!   

You will need to determine if you’ll 
need your retirement accounts to 
provide both income and growth. 
This is typical for most retirees and 
in many cases, a significant change 
from when you were building your 
portfolio during your working years. 
The time may have come to 
transition from building the 
retirement account to using the 
account. 

Have you considered what your 
natural life expectancy might be?  
Make sure that you overestimate 
how long you are going to live. It 
could be a real problem if you live to 
the age of 90 but when you 
determined your financial plan in 
retirement, you only planned to live 
to 75. No, you can’t take it with you 
but you should make sure your 
money outlives you! 

Know the 9 Risk Factors of Early Retirement 
YOUR GUIDE TO RETIREMENT 

In recent years, many public employees are retiring much earlier than the traditional age of 
65. This is becoming more common and that’s the good news! After all, who wouldn’t like to 
start enjoying their “golden years” as early as possible? However, the additional time spent in 
retirement comes with its own set of risks you’ll want to be aware of beforehand. 

1: LONGEVITY RISK  

Are you emotionally prepared for the 
swings in the markets once you are 
retired? Have you considered that 
your retirement accounts may need 
to be invested in a diverse portfolio?   
 

2: INVESTMENT RISK  

How much did your first car or home 
cost? How much would that car or 
home cost today? How much will your 
utilities cost in the future? Will gas and 
food cost more and more each year? 
Unfortunately, the one constant in 
most retirees’ lives is that many 
normal expenses increase regularly. 

Make sure your retirement income 
plan accounts for inflation. Typically, 
3% is the minimum expectation but 
many financial planners use a 4% 
inflation rate when making 
projections. 

3: INFLATION RISK  

2201 Cooperative Way | Suite 150 | Herndon, VA 20171      
703.669.3660 | F 703.880-4905 | www.h4fs.com 
 



 

 

Are you burdened with the number of 
pension elections you must make but 
cannot change once elected?   
 
If your pension offers several different 
pay-out options or allows for a lump 
sum distribution, sometimes called 
DROP (Deferred Retirement Option 
Program) or PLOP (Partial Lump Sum 
Option), make sure to carefully 
evaluate your alternatives. Project your 
needs in retirement and match the 
pension income option that matches 
those needs and accounts for all of the 
factors that drive your retirement 
income plan. 
 
All nine of these risks are very real and 
should be factored into any decisions 
you make about your retirement assets. 
Mr. Buffet had it right that risk comes 
from not knowing what you’re doing 
but there are plenty of options 
available to help you determine the 
best course of action when it comes to 
your retirement assets. If you need 
help, a professional financial planner 
can assist you in reviewing these risks 
and help you to accomplish your life 
goals through the proper allocation of 
your financial assets. 
 
A small mistake on a small amount of 
money is a small problem. That same 
small mistake on a large amount of 
money is a BIG problem, so take some 
time to carefully prepare and review 
your retirement plan.  
 

Congratulations on a great 
career and ENJOY YOUR 
RETIREMENT! 

Are you able to carry your current 
health insurance into retirement? Do 
you have Long-Term Care Insurance 
for needs not covered by health 
insurance and Medicare? Is your 
spouse also covered on these plans?   
 
Many retirees find that more than 
20% of their budget goes towards 
health care costs. Recent studies have 
warned that retired couples should 
be prepared to see their total cost at 
more than $250,000. This is a 
staggering number and one that 
many believe will increase faster than 
inflation. Make sure your retirement 
income plan includes an annual 
budget for these costs as well as a 
savings reserve for any years you 
might experience a spike in costs. 
Strongly consider purchasing Long-
Term Care Insurance before you 
retire.  

Have you ever had to pay a lot for 
something you never planned for? 
Perhaps an automobile broke down or 
a roof had to be repaired. Maybe a 
family member had a medical 
emergency. Just because you’ve retired 
doesn’t mean these normal but 
unplanned life events cease to happen. 
Make sure to have a cash reservoir or 
emergency reserve account set aside 
for unplanned expenses.   

4: UNPLANNED EXPENSES RISK  

How much should you take from your 
savings each year to ensure it lasts your 
lifetime? Are you going to give yourself 
a raise each year from the portfolio in 
order to keep up with inflation? What 
happens to your withdrawals if the 
portfolio does not perform up to your 
expectations? Significant research has 
come to light on sustainable withdraw 
rates in retirement. Be sure to 
investigate the implications of your 
distribution rate. Is it going to be 3%, 
4%, 5% or more? 

5: DISTRIBUTION RISK  

By now, you may have you heard that 
Social Security is facing financial 
burdens. Have you had any fears about 
the safety of your pension?   
 
These are issues that are largely out of 
your control. The fact of the matter is 
that Social Security should be there in 
some meaningful form and public 
pension plans boast a far better track 
record than the often heard about 
failed private pension plans. However, 
keep up with the issues and regularly 
read the publications your plan 
provides you. If you are concerned, 
make sure to have a backup plan or 
savings set aside.   

6: INSTITUTIONAL  
DEFAULT RISK  

7: MEDICAL AND  
LONG-TERM CARE RISK  

Have you adequately prepared for the 
income needs of your spouse or loved 
ones if something were to happen to 
you? Are there enough assets? Do you 
have life insurance or survivorship 
benefits built into your pension? One 
of the greatest mistakes you can make 
is to not provide a continuation of your 
pension benefits to your spouse if 
something were to happen to you. 
Pension plans typically provide an 
option for you to take a lesser benefit 
now to ensure that your spouse would 
also receive a lifetime of income if 
something happens to you. It’s 
tempting to take the maximum amount 
and hope for the best, but investigate 
these choices extensively before 
making a final election. If you decide 
not to take these survivor options, 
calculate the amount of capital your  

8: SURVIVOR RISK  

spouse would need if something were 
to happen to you. If you do not have 
adequate assets, seriously consider 
purchasing life insurance. 

9: PENSION OPTION RISK  

Hughes Financial Services, LLC, is an independent financial planning firm that helps individuals and families develop their investment strategies 
before and during retirement to avoid costly risks and mistakes when making asset decisions. With over 35 years of serving the retirement 
planning needs of Virginia public employees, we will help you plan for retirement and evaluate both your pension/DROP options and your 
survivorship benefits so you can make the best choices for you and your loved ones. Hughes Financial Services offers a complimentary financial 
check-up at absolutely no cost or obligation to you. To make an appointment and learn how we can help you, contact us at (703) 669-3660. 



5 Key Areas 
of Financial 

Planning 
 

FIRST, YOU WILL NEED TO 
GATHER AND PROJECT ALL 
FINANCIAL RESOURCES THAT 
WILL BE AVAILABLE TO YOU IN 
RETIREMENT. These include 
items such as pensions, Social 
Security, IRAs, investment 
accounts like the 457 Deferred 
Compensation plan, and any other 
types of investments. If you are 
married, make sure to include the 
resources of your spouse as well 
and be sure to plan for both of 
your retirements. 
 
NEXT, REVIEW THE 5 KEY 
AREAS OF FINANCIAL 
PLANNING. As you follow along, 
answer the questions in each 
section. Your answers can serve as 
a guide when you are making 
important and well-thought out 
decisions about the later stages of 
your career and retirement. 

Congratulations on reaching a point in your career when you can start thinking 
about retirement and plan for this life-changing event! There are a number of issues 
to evaluate at this stage, ranging from your preferred lifestyle to what financial resources 
you and your family will have in retirement. This process is an extremely important one – 
after all, how many times have you retired? It is important to not make mistakes; for many, 
seeking professional advice from a financial advisor can be a real benefit.  

Investments 
 

 Do you have an overall 
investment strategy? 
 

 Are you comfortable with 
the risks and rewards of 
your portfolio? 
 

 Considering an early 
retirement (by traditional 
standards), do you have a 
long-term investment 
approach? 
 

 Are you familiar with the 
rules of your retirement 
accounts? 

 
 

Tax Planning 
 

 Are you aware of how 
taxes will impact your 
retirement income? 
 

 Will you be living in a 
state that taxes your 
retirement income? 
 

 Have you considered how 
different retirement 
income distribution 
strategies can have 
various tax implications? 

 

BETTER PLAN AND PREPARE FOR RETIREMENT 
AFTER ANSWERING THESE QUESTIONS 

1 2 



HUGHES FINANCIAL SERVICES, LLC, is an independent Registered 
Investment Advisor (RIA) working closely with individuals and families to 
help them work towards achieving their life goals through the allocation of 
their financial assets.   
 
We offer over 35 years of expertise in retirement and estate planning, 
investment and risk management, insurance, and education planning and 
specialize in assisting employees and retirees of municipal governments, 
educational systems and not-for-profits with their retirement planning. 
 
Hughes Financial Services provides a complimentary financial discovery 
meeting at absolutely no cost or obligation to you. If you would like to 
learn more about Planning and Preparing for Retirement, please 
contact us at 703.669.3660 to make an appointment. 
 

Retirement 
Planning 
 

What type of lifestyle will 
you want to live in 
retirement? 
 

Where will you live when 
you retire? 
 

Have you done your best 
to maximize your 
retirement savings prior 
to retirement? 
 

Have you calculated how 
much monthly income you 
will need in retirement? 
 

Have you projected your 
income for every year in 
retirement, accounting 
for inflation and various 
scenarios that can impact 
your income? 
 

 Will you continue to work 
– part-time or full-time – 
after you retire? 
 

 FOR COUNTY 
EMPLOYEES: Have you 
carefully evaluated your 
DROP options (DROP 
annuity, DROP rollover, 
DROP cash-out) or a 
combination of these 
options? 
 

 If married, what is the 
right amount of financial 
resources available to 
your spouse for their 
entire retirement should 
something happen to you? 
 

 If married, have you 
thought about your 
pension survivorship 
options (e.g., 0%, 50%, 
66.67%, or 100%)? 

 

Cash 
Management  
& Protection 
 

 

 Have you considered your 
budget and how it may 
change in retirement? 
 

 Do you have a cash 
reserve of 3-6 months of 
savings set aside? 
 

 Have you evaluated your 
health care insurance 
options in retirement? 
 

 Have you weighed the 
need for life insurance 
coverage in retirement? 
 

 Have you considered your 
plan for handling any 
long-term care needs for 
you and/or your spouse? 
 

 If you are married and/or 
a parent with dependent 
children, have you 
thought about what 
financial resources your 
family would need if 
something unexpected 
happened to you? 
 

Estate Planning 
 

 Are all of the beneficiary 
designations on your life 
insurance, pension, IRA’s 
and 457 Deferred 
Compensation Plan current 
and up-to-date? 
 

 Have you prepared an 
updated Will and Advanced 
Directives such as a Durable 
Power of Attorney and 
Medical Power of Attorney? 
 

 Have you considered the 
advantages and 
disadvantages of a 
Revocable Living Trust? 

 
 
As you begin to make 
important decisions about the 
later stages of your career and 
retirement, it’s important to 
make informed and well-
thought out decisions. 
Answering the above questions 
can help you start planning for 
the next of life’s milestones: a 
well-planned and fortuitous 
retirement! Congratulations! 
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Bill Barker, CPCU 
Personal Insurance Agent 
Liberty Mutual Insurance 

4000 Legato Road, Ste 500 
Fairfax, Virginia 22030 

m) 703-282-0483 
William.Barker@LibertyMutual.com 

www.LibertyMutual.com/WilliamBarker 
 

Bill Barker grew up in Fairfax County, and has lived here for most of his life.  He attended Robinson 
Secondary School, and the University of Central Florida, where he received a bachelor’s degree in 
Political Science. 

Bill started in the sales department of Liberty Mutual in January, 2007, and it was there that he began to 
learn his trade.  After two years, Bill decided to learn how insurance really worked by becoming an 
adjuster with Liberty Mutual’s Homeowner’s Large Loss Team.  He handled everything from water, to 
earthquake to over 100 fire claims in his three years as an adjuster.   His travels took him from Delaware, 
to Detroit, and even to Santiago, Chile to handle the most complex claims that Liberty Mutual 
encountered.  For a claim to reach his desk there had to be a minimum of $50,000.00 in damage; his 
largest claim totaled more than $1.5 million. 

When Bill and his wife Liz welcomed their first daughter to the world, Bill returned to his former role as 
an insurance agent.  He now brings his experience to bear in developing comprehensive insurance 
portfolios for his clients.  He has seen Liberty Mutual policyholders on their worst days, and has gotten 
to be a part of the team that puts them back on their feet.  He knows the importance of his job, and 
takes it very seriously when he examines the insurance needs of his clients.   

Bill holds the coveted Chartered Property and Casualty Underwriter designation, a master’s level 
designation within the property and casualty insurance industry.  He has received numerous 
professional awards, including Liberty Mutual’s Life Insurance Lamplighter award which is achieved by 
fewer than ten percent of all agents.  If you would like to have Bill review your portfolio, simply call, 
click, or write.  

TOP PIECE OF ADVICE REGARDING INSURANCE: 

ALWAYS CONSULT A QUALIFIED LOCAL AGENT – Paid Personnel make it their job to get it right. 

 

Liberty Mutual Insurance has a national affiliation with the IAFF for home and auto insurance products only.  Life Insurance products through 
the IAFF are available through the IAFF-FC, and can be found at their website at www.IAFF-FC.COM .  



HOME INSURANCE TOP 10 LIST 

1) Your Dwelling coverage is usually the most important coverage on your policy - This coverage 
applies to the labor and materials required to rebuild your home.  Its value is based solely on the 
cost to rebuild your home, not the market value of your home.  (i.e. the land value is not 
included nor is the D.C., MD, and VA surcharge for market value.  We are only concerned with 
the amount we would have to pay someone to build the home. The vast majority of modern 
policies cover your dwelling for replacement cost. 

2) Personal Property Coverage - Repairs/replaces your personal belongings following a loss.  There 
are several different types of coverage, but you want Replacement Cost Coverage; this replaces 
or repairs the items lost after a claim with deducting for the age/wear of the item.  The vast 
majority of modern policies cover your personal property for replacement cost. 

3) Other Structures – This covers detached structures like swimming pools, sheds, and fences.  It is 
usually 10% of the dwelling coverage, but you can purchase more if necessary (for instance if 
you have a detached garage, you will probably need to increase the coverage here) 

4) Liability – This coverage protects you if you are sued for virtually any reason that does not 
involve your work or a vehicle.  It is universal and applies all over the world.  If you are hunting 
in China, and accidentally shoot your hunting buddy, your American home insurance would 
cover your defense in a Chinese court, and the judgment up to your policy limits. 

5) Medical Payments – Covers injuries to others sustained on your property.  It is often referred to 
as “don’t sue me money”; it pays for medical bills of others without regard to fault. 

6) Deductible – Deductibles are the amount of a loss that you are going to pay before the 
insurance company starts to pay.  It is important to maintain an appropriate deductible; the 
lower a deductible, the higher your premium.  A low deductible may seem attractive if you are 
expecting a claim, but this must be balanced with the additional premium you are going to pay 
to have a low deductible. 

7) Loss History – This ties into your deductible, and can be the greatest influence upon your rates.  
Therefore, one should avoid filing a small claim; either you pay for it out of pocket now, or your 
rates will usually rise for 3-5 years and you may end up paying more in the long run.  Your agent 
can help counsel you on this. 

8) Rates – Rates are individual and based on many characteristics including zip code, proximity to 
Fire Stations, apparatus available at fire stations, proximity to hydrants, and loss history of the 
individual.  Many companies are moving towards a model that heavily relies on credit.  It is not a 
“hard-hit” on your credit report to shop your insurance, and will not impact your FICO score at 
all.  Insurance companies do not use FICO, they product they use is called an insurance score. 

9) Multi-Policy Discounting – Most insurance companies provide substantial discounts for bundling 
your policies.  They save money on marketing and acquisition of new clients, and they pass this 
savings on to you. 

10) CONSULT A LOCAL AGENT!!!  THEY ARE PROFESSIONALS WHO ARE FAMILIAR WITH LOCAL 
REGULATIONS AND INSURANCE PRODUCTS!!!  Insurance varies a lot from state to state; 
regulations, rating models and discounts change with each border you cross.  Only a local agent 
is going to be an expert in his given jurisdiction(s).   

  



AUTO INSURANCE TOP 10 LIST 

1) Full Coverage is a misnomer – No auto insurance policy offers truly “full” coverage.  There are 
limits in place, and understanding these limits is important.  “Full coverage” is industry lingo that 
refers to comprehensive and collision coverage.  If these are on a vehicle, it is said that the car 
has “full coverage”.  The red-herring of this statement is the implication that an accident would 
be fully covered as long as you have “full coverage”.  It’s not.  The important coverage is bodily 
injury liability, which pays the person you hit if you are at-fault in an accident.  In Virginia, this 
coverage is only $25,000 per individual that sues you and $50,000 per accident.  This coverage 
pays their medical bills, and the lawsuit for pain and suffering.  How many serious car accidents 
have you seen where the person would walk away for a paltry $25,000 to cover their doctors, 
medevac, and missed work, much less their pain and suffering.  Talk to your agent to determine 
appropriate levels of coverage, but $250k/person and $500k/accident are a good starting point. 

2) Property Damage Coverage – Provides for damage cause to the property of another.  This covers 
physical damage if you hit a building, a car, or damage somebody’s laptop that was on their 
front seat when you hit them.  The minimum in Virginia is quite low at $20,000.  How many new 
cars can you buy for $20,000 or less?  Now, what if you cause a 5 car pile-up on 66 on your way 
to work?  You would be buying cars for other people for many years to come if you had state 
minimums of coverage. 

3) Uninsured/Underinsured Motorist Coverage – Helps pay your medical bills, missed work, and 
your property following an accident if the other person was at fault and they did not have 
insurance or did not have enough insurance to cover your damages. 

4) Medical Payments – Helps you and people in your car pay medical bills following an accident 
regardless of who was at fault.  You should speak with your agent to see if this is necessary; 
often a health insurance company can send a letter to your car insurance company following an 
accident demanding they issue the medical payments directly to the health insurance company.  
You may be therefore buying insurance for the health insurance company 

5) Comprehensive – Covers damage to your vehicle that is not caused by collision, or they are acts 
of God or nature.  This includes hitting live animals (dead are covered under collision), a tree 
falling on your car, theft, vandalism, and other causes of loss completely beyond your control 

6) Collision – Covers damage that cannot be blamed on anyone but yourself.  This repairs your 
vehicle in an at-fault accident or, for example, if you are driving and hit black ice skidding into a 
guardrail.  If the car is moving and the accident can’t be blamed on another person, it is usually 
considered collision 

7) Towing and Labor – Most companies now provide towing and roadside assistance.  It is 
important, and usually much less expensive that AAA.  You should however, look at the limits.  
The limits range from $50 per disablement up to unlimited depending on your selection/carrier 

8) Rental Car – This coverage provides a rental car if yours is in the shop for an insured reason. 
9) Insurance follows the car – If you lend your car to someone, they will be covered with a few 

exceptions.  
10) CONSULT A LOCAL AGENT!!!  THEY ARE PROFESSIONALS WHO ARE FAMILIAR WITH LOCAL 

REGULATIONS AND INSURANCE PRODUCTS!!!  Insurance varies a lot from state to state; 
regulations, rating models and discounts change with each border you cross.  Only a local agent 
is going to be an expert in his given jurisdiction(s).   

  



LIFE INSURANCE TOP 10 LIST 

The IAFF offers life insurance products directly through the IAFF Financial Corporation and can be found 
at their website at www.IAFF-FC.COM . This guide is being provided solely as subject matter expertise, 

and is not intended to solicit or market life insurance. 

1) Life Insurance is the only insurance you are guaranteed to file a claim for! 
2) Life insurance is for those who are left behind – Life insurance will never provide a tangible 

benefit to the insured; it is intended to replace the financial loss that their death will bring to 
others.  It provides a financial resource to survivors to pay mortgages, household expenses, and 
education of children among other things.  It allows survivors time to grieve and recover without 
worrying about money and finances 

3) It’s a myth that young people don’t need life insurance – How are 50 year old parents of a 25 
year old firefighter who dies in the line of duty going to pay their mortgage and pay for the care 
of minor children care if they are too distraught to work?  This is why it is important to have life 
insurance on a young person.   It is important to avoid being distracted by the horror of death, 
and plan for the whole family’s survival following the death of a young person.  The same theory 
applies to minor children as well.  Also, life insurance on a child also ensures that they will have 
insurance for their future families.  If a parent takes out a life policy on an infant, and that child 
later develops a heart defect, they may not be able to get insurance when they have their own 
family.  The parent’s advanced thinking could protect further generations (this happened to the 
author; only his parents did not buy him life insurance as an infant). 

4) Group Coverage is great – If you are offered group coverage, take it.  For people like the author 
that cannot buy insurance, it is the only coverage available, and therefore mandatory.  It makes 
insurance more affordable.  The only problem becomes its limitation on face amounts, and, 
typically, if you lose your job, are disabled, or retire, it can go away depending on the specifics of 
the policy.  Many firefighters retire in their 40s.  They then may not have enough insurance to 
protect their families.  Buying a policy outside of work protects against this 

5) Permanent Life Insurance – this is life insurance that goes for the rest of your life.  There are 
many types, and they can act much like a savings account, with an interest bearing cash value.  
The cash value grows like a 401k; it is tax-deferred.  One should definitely consult an agent to 
understand these products. 

6) Term Life Insurance – Term is like renting coverage.  You pay a premium for a given amount of 
time for a given amount of coverage.  Again, there are many types, but the most common has a 
level (unchanging) monthly premium with a level (unchanging) death benefit that continues for 
a given period of time (term).    

7) Annuities – These are insurance against outliving your nest egg.  Again, there are many types 
and options depending on what you want, however in its most basic form you pay an insurance 
company a given amount, and then they agree to pay you a monthly payment for the rest of 
your life.  Annuities are also used to roll over 401k’s and other retirement plans, as they provide 
a relatively safe, tax deferred vehicle in which to put your money.  They offer compound 
interest, and are good for providing the cash portion of an investment portfolio.  One should 
definitely consult an agent to understand these products. 

8) As life changes, so does your life insurance – Marriage, Divorce, buying a house, starting a 
business all impact your life insurance decisions. 

9) LIFE INSURANCE PAYS TAX FREE – This is in most cases, with a few notable exceptions 
10) YOU SHOULD CONSULT A QUALIFIED AGENT IN MAKING YOUR DECISIONS – typically life 

insurance is fairly uniform across the US; make sure you talk things over with a professional 



IMPORTANT INFORMATION TO CONSIDER  
BEFORE AND DURING RETIREMENT 

 
 

FACTS CONSIDER 
  
The VA Heart & Lung Presumption Law 
only covers retirees in the  
first 5 years of retirement and does 
not of course cover spouses or children. 

If you are diagnosed with Cancer or 
a Cardiac event after 5 years in 
retirement, then what? Or maybe 
it’s your spouse or a child… 
 
Having Aflac’s Cancer and Critical 
Care policies ensure you have a 
financial safety net for you and 
your family indefinitely when these 
health events should occur. 
 

If you are going to sit back and enjoy the 
real retirement life, no doubt you will be 
on somewhat of a set budget. 

Retirement is the worse time financially to have a serious 
injury or critical illness…and Medicare B does NOT always 
cover all of the medical expenses.  
 
Your Aflac protection is imperative during these years and 
pays regardless of private medical insurance or Medicare. 
 

As we get older, we are at higher risk for 
injuries and illnesses (it’s a fact!). 

With higher risk comes an even greater need for Aflac 
coverage. Plus, your rates DO NOT EVER increase with age, 
nor with a change in health. 
 

You may not be out of the drop yet and 
are still working. 

All of your Aflac plans will cover you while you are still active 
with the Fire Department, and will pay on top of Workers 
Comp. 

 
 
Aflac continues to pay YOU cash benefits  
(not the doctor or hospital), EVEN IN RETIREMENT! 
 
Aflac Plans you can enroll in and/or take with you into retirement: 
 

 Cancer Care 
 Accident Indemnity Advantage 
 Critical Care and Recovery (catastrophic cardiac plan) 
 Hospital Advantage (unlimited medical diagnoses/surgeries) 
 Catastrophic Vision and Supplemental Dental 

 
You must enroll in Aflac at least 2 months before leaving the drop program into full retirement. 

If you are currently retired, you can still enroll in select products at direct rates.  
 
 

Please contact our Aflac representative Dawnn Johnson for current rates/brochures. 
Dawnn M. Johnson  301.252.7533  Dawn_johnson@us.aflac.com 



 
 
 

HOMES FOR HEROES: 
SERVICE DESERVES 

ITS REWARDS 
 

 

What is Homes for Heroes? 

Homes for Heroes was established after the tragic events of 9/11 as a way to give back and say, “Thank You” 
to our nation’s heroes and those heroes who serve our communities.  When you work with this elite 
network of real estate professionals and lending professionals you will experience hero rewards when 
buying, selling or refinancing a home. 
 
Who qualifies as a hero? 

There are many heroes among us in our communities. Most commonly our heroes have been Military, Fire- 
Fighters, EMT, Law Enforcement, Nurses, Teachers and Doctors. When you are buying or selling a home let us 
say “Thank You” for all you do! 

How much will my Hero Reward be? 
 

      

Home Purchase Price Check 
$250,000 $1,750 
$350,000 $2,450 
$450,000 $3,150 

 
 
     

 Shortly after settlement, you will receive a check from Homes for Heroes for your reward amount.  This money can be 
 Used however you wish.  The Lender will provide a credit at closing to assist with the burden of closing costs. 
 
                          No fine print.                                                   No catch.                                                   No hidden fees. 

 
 

How do you contact us? 
 
 

Joanne F. Hilliard  
Mortgage Loan Officer 
NMLS #363596 
Direct: 703-447-5447  
Fax: 815-550-8873 

Email: JoanneH@Fairwaymc.com 

 

 

Copyright©2016 Fairway Independent Mortgage Corporation. NMLS#2289. 4801 S. Biltmore Lane, Madison, WI 53718, 1-877-699-0353. All rights reserved. This is not an offer to enter into an agreement. Not all 
customers will qualify. Information, rates and programs are subject to change without notice. All products are subject to credit and property approval. Other restrictions and limitations may apply. Equal Housing 
Lender. 

 



What Will My Retirement Pay Summary Look Like?  
“Tip Sheet” 

Retirement annuity payments are direct deposited into your bank account with the financial 
institution of your choice on a monthly basis, on the last business day of each month.

Your “Retirement Application Packet” will include information on Direct Deposit and the 
forms you need to complete to get Direct Deposit started.  Information on each monthly 
annuity payment will be available for you to review online through the Retirement Agency’s 
secure web portal, Web Member Services (WMS).  For information on how to access your 
Benefit Payroll History, see the reverse of this Tip Sheet. 

What comes out of my Retirement income?

Pre-Retirement Post-Retirement 
Paid bi-weekly (most general county employees) Paid monthly, last business day of each month
Federal Tax deduction 
(based on W-4 election) 

Federal tax deduction 
(based on W-4P election) 

State Tax deduction 
(based on VA-4 election) 

State tax deduction (based on VA-4P election 
- (only if you reside in Virginia).  You may 
owe taxes in other states, but they are not 
withheld from your County pension. 

Health Insurance premium 
(15-25%) of total premium amount 

Health Insurance premium (100% of the total 
premium amount until age 55.  After age 55, 
premium is reduced by a subsidy amount 
based on age and years of service).

Pay for coverage in the same month as 
deductions

Pay for coverage in the month prior to 
covered month 

Dental Insurance premium (shared by county) Dental Insurance premium (paid 100% by retiree)

Contributions into Retirement System 
(on a pre-tax basis) Stops with Retirement 

457 Deferred Compensation contributions 
(on a pre-tax basis) Not eligible in Retirement 

Flexible Spending Contributions 
(on a pre-tax basis) Not eligible in Retirement 

Long Term Disability Insurance Not eligible in Retirement 
W-2 form will be mailed by January 31 of 
each year 

1099-R will be mailed to each retiree by 
January 31 of each year 

Social Security Tax (Employees’ & Uniformed Members) Stops with Retirement 
Medicare Tax Stops with Retirement 

#A047or_07/2013 



Appearance of Pay Advice from within “Benefit Payroll History” in Web Member Services 

Retirees can access their “Benefit Payroll History” by creating an account within Web Member Services.  
Retiree information in WMS is updated on the last business day of each month. To visit Web Member 
Services, go to www.fairfaxcounty.gov/retirement and click on Member Area: Secure Log In in the 
left navigation bar.  Establish an account by choosing a Username and Password.  Log in and proceed. 

Additional Information Available in WMS: 
Year To Date Summary (current and past years) 
1099-R Data (current and past years) 
Current Insurance Deduction Details 
Direct Deposit Information for your Financial Institution 

Please be aware that this data is updated monthly.

Each time you open 
“Benefit Payroll History” 

your most recent 
pay advice is 

what will appear.   
If you want to 
view or print 

a PREVIOUS month, 
 use the drop-down menu 

to choose the date.

If you would like  
to PRINT a copy  
of your Benefit 
Payroll History,

Right Click 
anywhere on the 

screen where your 
personal

information 
displays, and 

choose “Print”.

If your cursor  
is not ON

your personal 
information,  

you will print a 
mostly blank page. 

COLA reflects
your cumulative 

COLA

“GROUP 
TERM”  

is your Life 
Insurance

Adjustments such as Pre-Social Security benefits, 
QDRO payments to a previous spouse, and DROP 
Annuity purchases are combined and simply reflect 
as “Adjustments” on the WMS Pay Advice. 

Please Note:
Financial Institution Direct Deposit information does 
NOT display in your Benefit Payroll History,  
but can be reviewed by clicking on “Direct Deposit”  
in the left navigation bar in Web Member Services. 
Benefit payment information is available 
on the last business day of each month. 



As an Employee of Fairfax County Government 
Does It Make Any Difference When I Retire During the Year? 

 

“Tip Sheet” 

  
There are several things you might want to consider 

when you are trying to decide when you want to retire during the year. 
 

For some individuals, taking the time to plan their retirement with regards to the following 
circumstances may make little or no difference — 

For others, the timing of their retirement date could have some impact. 
 
Regular Salary Increases:  Salary Increases will be taken into account for purposes of pay for 
annual leave, holiday pay and comp time.  In addition, accrued sick leave will be valued at the new 
regular salary rate for purposes of calculating your final average salary (FAS).   

Timing of Receiving Certain Payments:  If you are thinking about retiring toward the end of the 
year, you should keep in mind that you will receive pay for any annual leave and comp time on the 
payday following your last payday as an active employee.  

Timing the payout may reduce a member’s tax liability by shifting it into the next year where income 
is expected to be lower.  For some members, timing the payout to occur in the same year as the lump sum 
payouts for leave hours, may be a better way to avoid some tax liability.  Call the Payroll Division in the 
Department of Human Resources for additional information. 

Changes to Social Security Breakpoints:  Each July 1, the Social Security Breakpoints may 
change according to information received from the Social Security Administration and are tied to the 
Maximum Wage Base – The current Social Security Breakpoint table can be fount on the RAA website at 
http://www.fairfaxcounty.gov/retirement/pdfs/ssbp.pdf.  

Income Taxes:  If you do not plan to work after retirement from Fairfax County, you may choose to 
pick your retirement date at a point in the year that would limit your income for tax purposes. 

Cost-of-Living Increases (COLAs) as a Retiree:  Each July 1 your pension may be increased to 
reflect increases in the cost-of-living.  Cost-of-living increases apply to normal, early and disability 
retirements, and to deferred vested benefits once benefits start.  COLAs do not apply to the additional 
Pre-Social Security Benefit that may be payable to members in the Employees’ or Uniformed Systems.  

The cost-of-living increase is equal to the lesser of 4% or the percentage increase in the Consumer 
Price Index for the Washington CMSA for the 12-month period ending March 31 before the increase goes 
into effect.  The cost-of-living increase will be pro-rated if you have received retirement benefits for less 
than a year, as follows: 

 
 Number of complete months Percentage of Retirement 
 you have received benefits full increase    Months      
 Less than 3 0% April, May, June 
 3, 4, or 5 25% January, February, March 
 6, 7, or 8 50% October, November, December 
 9, 10, or 11 75% July, August, September 
 
 

This “Tip Sheet” was prepared by the Fairfax County Retirement Agency for members of the Fairfax County Retirement Systems 
If you have additional questions, please call 703-279-8200. #A052tl_ 03/2013 
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PREPARE TO PROTECT 
      

 
 
By: Captain CA Martin 
 

Feb 24 – 25, 2017 

 

I like the dreams of the 
future better than the 

history of the past. 
“Thomas Jefferson” 
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Disclaimer 
The information in this guide has suggestions, ideas, random thoughts and opinions. Information obtained 
from Fire Department Members, FCG DHR- Benefits Division, Retirement Administration Agency, and 
Independent Estate Planners, Financial Planners and Insurance Agents. 
 
This information has been prepared to provide you with general information only. It is not intended to take 
the place of professional advice and you should not take action on specific issues in reliance on this 
information. In preparing this information, we did not take into account the investment objectives, financial 
situation or particular needs of any particular person. Before making any decision outlined in this guide 
book, you need to consider (with or without the assistance of an adviser) whether this information is 
appropriate to your needs, objectives and circumstances. 
 
The information in this guide has suggestions, ideas, random thoughts and tips. Please refer to the 
appropriate professional for your decisions: 
 

� Retirement Administration Agency 
� T-Rowe Price, 457 Plan Administrators 
� Financial Planner 
� Insurance Agent 
� Fairfax County Benefits Division and Payroll Division 
� Estate Planner 

 
In the event of any discrepancies existing between this document, the official plan documents, and Fairfax 
County Polices that govern these Plans; the official plan document or polices will prevail.  
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Introduction 
 
Are you Prepared for Tomorrow? 
 
I started attending retirement events back a few years ago and I thought to myself “WHY” I am too young for this, 
way too many years left until a reach retirement age. Don’t be fooled all it takes is that one piece of information you 
did not know too prepare you for tomorrow. 
 
You know sometimes we take life for granted and say “OK” I will do that tomorrow or next week, and then next thing 
you know DAYS – WEEKS - MONTHS go by. Does that sound like anyone you know? Make yourself a promise and 
spend some time preparing for tomorrow. A great question was ask by Mike Regan a couple of years ago. 
 

How much time did you spend planning your vacation?  
How much time did you spend on your Estate Plan?  

 
Let’s ask some basic questions and see how you do; 

 Do you have a basic financial plan? 
 Do you have a will or living trust? 
 If something happens to you does your family know where to find your personal information? 
 Are your beneficiaries correct or listed? 
 If you are hit by a Mack truck, do have enough life insurance to help your family met their needs? 
 Do you understand when to start planning to enter drop?   
 Have you had a meeting with T-Rowe Price to discuss your investments?  
 Do you understand DROP? 
 Do you understand Pension Gold with the retirement Agency?  

 
OK, how did you do? Be honest…. You know the great thing is you can change, and best of all most of it is FREE.  
 
 
If you are an eligible employee whose county employment commenced by reporting to work on or after 
January 1, 2013, you will be automatically enrolled in Retirement Plan E. 
 
Sick leave will be capped at 1 year or 2080 hours of sick leave. 
Pre Social Security not included in drop until you have officially retired.  
Members working shift work require 2912 sick leave hours that will be converted to 2080 hours.  
 
 
 

“Every day I get up and look through the Forbes list of richest people in America. If I’m not there, I go to 
work.” 

-Robert Orben 
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First few months of employment you should be thinking about 
 

� Speak with T-Rowe Price about your 457 account (703) 324-4995  
 

� Take advantage of the County Group Term Life Insurance Policy 
 

� Contact the Florian Foundation (they provide free will preparation) (571) 332-6283 
 

� Make sure your Beneficiaries Are Correct on County and Private Forms 
 

� Keep your important paper work secure (safe or a deposit box) 
 

� Survivor Information Form complete and at OHC 
 

� Consider an additional Life Insurance Policy 
 

� Emergency Fund 
 

� Contact a Financial Planner (key point - you do not have to use them, just meet with them and 
gather some ideas) this can provide valuable information going forward   
 

� Look at establishing a Living Trust 
 

� Start thinking about your leave A/L, S/L and C/L as an Investment 
 

� Take advantage of the Flexible Spending Account for Child & Health Care  
 
� Stay healthy, live a long life, enjoy a long career, take care of your knees and back from the first call 

you run to the last. Progressive degenerative conditions sneak up on you. You want to enjoy that 
retirement as long as you can, and that means being mobile, and that means staying healthy - 
especially your knees and back! 

 

College Thought 
 
 When you start to plan for college and wonder, do I save for college or retirement? Both is the ideal 
answer but sometimes you do not have a choice “Right” Remember this you can borrow for college but 
you cannot borrow for retirement! 
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The First Steps to Investing 
 
Myths about Investing 
 
Let’s discuss some myths about investing, shall we? 
 

� I cannot afford to invest 
� I do not have enough money 
� I need toys (4 wheeler, boat, motorcycle) - ALL OF THEM 
� I cannot afford to invest (I know already listed above) 
� I work 24 hours and don’t have time 

 
 
Again you can create a long list of excuses you want to “CORRECT”! Yes, we all can create excuses and so 
did members before you.  So what can you do to change your philosophy? KEEP READING! 
 
Most folks have a 457 or 401 plan which is an ideal investment.  Simply by filling out the paperwork for a 
typical plan, you get: 
 

� Autopilot investing with every paycheck 
� An immediate tax reduction 
� The possibility of an employer match (Not T-Rowe Price 457 Plan with Fairfax) 
� Tax-deferred compounding 
� Diversification 
� Rebalancing tool 
� Roth IRA 

 
Plus, it's all in one convenient package, administered by your employer (in our case T-Rowe Price). 
 
 
“Many people take no care of their money till they come nearly to the end of it, and others do just the same 

with their time.” 
-Johann Wolfgang von Goethe 
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How to update your beneficiaries with Fairfax County Benefits  
  

 County Retirement: you can update your beneficiary by completing the above attachment and 
return the original form to the below 
address.  http://www.fairfaxcounty.gov/retirement/active_uniformed/beneficiaries.htm 

Please make a copy for your records 
and return the original form to the 

FAIRFAX COUNTY 
Retirement Systems 

10680 Main St., Suite 280, Fairfax, VA 22030 
703-279-8200 ♦ FAX 703-273-3185 

  
  

 Deferred Compensation: T-ROWE PRICE- Maria Canterbury Marie.Canterbury@fairfaxcounty.gov 
 http://fairfaxnet.fairfaxcounty.gov/Dept/DHR/Pages/BEN_DefComp.aspx 

All plan participants must update their beneficiary information directly with T. Rowe Price.  
You can fill out the attached form and send to T.Rowe Price (address is on the form) or you can 
update online by signing into T. Rowe Price, on the top line next to your name click on “Profile”  and 
scroll down to the bottom.   Click on “View All” and if you need to make an update, you can click on 
the “Update Beneficiary” to update on line. 

 

 
  
  

 Life Insurance: You can change your beneficiary by contacting Ms. Tram Nguyen with DHR 
Benefits by calling 703-324-3437 or email her at Tram.Nguyen@Fairfaxcounty.gov. 

  
  

 Address Updates in FOCUS: click on “Maintain Addresses and Emergency Contact 
(ESS)” in the link below for directions on how to update your address in FOCUS 
http://uperform.fairfaxcounty.gov/gm/folder-1.11.10402 
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MyChoice CDHP (Health Savings Account) 
 

Last year was our first introduction to MyChoice CDHP and I want members to really look at this plan and 
think outside the box for now and down the road into retirement. This plan is not for everyone but I want 
you give you something to think about, so put pen to paper also review the program Alex this is a great 
program give it a go!  
The new plan that is being offered is the MyChoice CDHP (Health Savings Account) high deductible plan the 
County gave you $585 towards the deductible last year. The contribution has increase to ($585 individual - 
$1170 family) this year plus the $200 from the LiveWell Program equals $785 individual (the $200 will not 
be funded to your account until 2018) so that leaves you with less of a deductible to meet. Plus the 
$585/$1170 is funded January 1st for your use! 
 
The CDHP has a high deductible meaning you pay more upfront when you use your insurance but have has 
cheaper bi weekly premium (see open enrollment guide for your pricing). The HSA is the newer part to the 
plan that has caused some confusion for some of our members. The HSA will allow our members to 
contribute pretax money (tax deferred) into an account that can only be used for health care expenses. 
 
So let’s answer some Q&A to get you started… Follow up with Susan Kirkman with County HR for more 
information. 
 

1. Is this separate from my Flex Account?  
A: Yes, this has nothing to do with that program you can contribute to both  

 
2. Why is the HSA only available with the MyChoice CDHP? 

 A: Federal law requires that a HSA can only be in conjunction with a high deductible healthcare 
plan. 

 
3. If I contribute the max $3400 single $6750 family (2017) to my HSA do I have to use all the funds by 

the end of the year? (55 or older another $1000)  
 A: No, HSA funds roll over from year to year  
 

4. Do I have to use my HSA funds during the year?  
 A: NO, the program allows for you to save the funds until you want to use them.  
 

5. If an employee leaves the MyChoice CDHP next year or later and decides on another plan during 
open enrollment what happens to my money?  
A: The money you have save for medical expenses, will stay in the account until you use the funds it 
does not go away like flex spending at the end of the year. 
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6. I am a younger member is this a good plan for me? 
A: I cannot answer that for you but let’s give you some food for thought, in case you do not know 
this when you retire you pay for 100% of your health insurance. So let’s say you save $1000 a year in 
the HSA plan and you have 24 years to go, that’s $24,000 plus divides/interest in your account for 
tax FREE medical expenses and do not forget the tax savings for 24 years.  

 
7. Can you use your HSA funds to pay for premiums after you retire?  

A: If you retire before age 65 you CANNOT use the HSA funds for premiums. The money you save in 
the HSA CAN be used after you reach age 65 but only to pay for your secondary coverage. Meaning 
you have to sign up for Medicare at 65 (Mandatory) and if you continue county coverage for 
secondary coverage then you can use the HSA to pay for premiums or if you use other coverage.  

   
8. Who holds and manages my funds?  

A: HSA Fund - Once an employee has $2,000.00 in their account they can select investment funds to 
  in just like they would their 457. ** This means the % of return is based off of the funds you 
select. This would be a different account from your 457 and with a different company (Not T-Rowe) 
or you can have HSA manage the fund for you.  
 

9. Is there a beneficiary election?  
Yes 
 

10. What happens to the funds in an HSA account if something happens to an employee? The Health 
Spending Accounts (HSA) are privately owned bank accounts that are owned by the individual. HSA 
Bank operates under the same guidelines as any other legitimate banking institute, BB&T, PNC etc.  
 

11. Once a member enters the DROP can they still contribute into the HSA? 
A: Yes, this does not affect the plan 

  
12. Once a member exist drop can they keep the plan? 

A: NO, once you exit drop you are retired and have to change plans you can no longer contribute to 
the but remember the money you have save is still in the account and yours to use for expenses.  

 
13. Should I max out my 457 plan first?  

A: This all depends on you and your family situation! What is your tax situation? This is my 2 cents 
worth if you are sending Uncle Sam a check at the end of the year then you should be paying 
yourself first. So what does that mean? Maxing out your 457 if that does not work then max out 
your HSA or whatever prevents you from writing a check to Uncle Sam.  
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If possible max out your 457 first "Why" You have complete control of your money when you retire and 
start to withdraw your funds, in other words you can use your money for whatever you want. If you invest 
into the Roth 457 plan you pay taxes now and never again, this money continues to grow tax free and 
withdraw free. Maybe you need the tax benefit now and use the pre-tax 457 this is great too, you have to 
pay taxes when you withdraw. Maybe your family is doing well maxed out on deferred comp and you can 
now use the HSA as another bucket of savings, you can reap more rewards for your family. Understand 
everyone's situation is different regarding their situation, so do some math and make a plan!!!    
  

14. What is one of the biggest problems retirees have?  
A: Paying taxes because of too much income especially when they start collecting Social Security. 
Just keep this in mind when making your decisions for down the road... Plan, Plan, Plan 

 
Do your homework keep in mind these are just suggestions for you to think about?  
 

Most Common Questions 
 
1) Do I lose my annual leave balance if I go over the maximum allowed? 

� NO – Any hour’s covert to sick leave 
 

2) What are the maximum S/L, A/L and C/L I can accumulate?  
� S/L - If you where hired after January 2013 your sick leave is capped at 1 year - 2912 hours 

converted 2080  
� Before January 2013 unlimited 

� A/L - Less than 10 years of service max 336 
   More than 10 years of service max 480 

� C/L – May not exceed 336 hours FF – Captain II receive pay if over 336  
 

3) What is the maximum contribution to my 457 account? 
� If you are under 50 as of this writing $18,000 
� If you are 50 and over as of this writing $24,000 
 

4) What is the catch-up plan? 
� You can contributed up to $36,000 into your 457 for (3) years as of this writing. Does it have to 

be my final 3 years? “NO” you can use S/L to equal 25 years then enter catchup, you do have to 
apply for the plan usually takes 24 hours to receive an answer 
  

5) Can you take a distribution from your 457 plan before age 59 ½ after you retire? 
� Yes – Provided you take it from your PRE-TAX account not your ROTH account 
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6) Can I retire with 20 years of service and receive a pension? 
� YES – But reduce by how much “Depends” See question below 

 
7) Do you know there is an online program to help you determine your retirement calculations?  

� Easiest way: Google Fairfax County Retirement Agency 
� On the left hand side your will see online services follow instructions 

 
8) What should I do with my DROP money? 

My thoughts speak with each of these folks and take notes to make an inform decision: 
� T-Rowe Price 
� Financial Adviser 
� Retirees or current members in or who have been though the process 
� Retirement Agency “Annuity”   

� Make an informed decision, be comfortable with your advisor “you are on the same page with 
each other”, and understand the rules of each option.  

� If you move your funds into a bucket(s) each one has a different set of tax rules again BE 
INFORMED   
 

9) Do holidays count toward my retirement?  
  YES – So does Emergency Pay   
 
10) Does FSLA count toward my retirement? 
  NO 
 
11) Does the retirement agency help me choose my options? 

� NO - They will explained them to you 
� If you have a discrepancy with your numbers visit payroll for assistance  

 
12) Should I keep my health insurance? 

� If you leave the county health plan as of this writing you cannot return 
 

13) I have my own health insurance do I still receive the county supplement at age 55  
� NO - Only if you have the county plan 
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Ready to Retire Common Q&A 
1. I am thinking about entering drop what I should do?  

Meet with the following people and make sure you understand “ask questions” 
� Financial Advisor 
� T-Rowe Price 
� Retirement Agency 
� Retirees or current members in or who have been though the process   

 
2. Read over the following; 

� The current Retirement Agency Guide (download from there website) 
� Read the Retirement Manual (Investing in your Future) we hand out at the bi-annual events 

(Go through the manual highlight what is important to you so you can refer back to it) 
 

3. Should I take the survivors benefit or life insurance? What about the annuity?  
� This is a very personal question what works for me does not necessary work for you, so 

some questions for you to answer?  
� Does your spouse have a retirement? 
� How is your family heredity?  
� Do you feel secure with the amount of funds your spouse will receive if something 

happens to you?   
� If you choose a life insurance policy and it expires will your family be OK? 
� If you purchase a life insurance policy can or will you save those funds for retirement 

not to buy a special gift?  
� The annuity has 3 sections to choose from which is tied into your choice for survivor’s 

benefits. Think really hard about this one some have chosen the 100% and as they 
look back felt this was not the best decision.  

 
4. What are my choices for distribution of my drop funds? 

� Roll funds into T-Rowe Price (remember no fees here) 
� Roll funds into your financial adviser  
� Split between T-Price Price and your financial advisor 
� Take cash (oh the taxes ouch)  
� Just remember what ever bucket you choose each has their own tax consequences   

 
5. When should I enter drop? 

� Ask yourself a couple of questions? 
� Do I want to take advantage of the leave payout? (See details in book)  
� I can leave in July and take advantage of the cola for retirees, not so fast all of this is 

prorated (see chart on retiree website or in the book)  
� Do taxes brother you? Maybe you should at the end of the year so your last pay 

check is in the following tax year along with your leave pay out   
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T-ROWE PRICE 
The Fairfax County Deferred Compensation Plan provides merit employees with an opportunity to save a 
portion of their wages for retirement on a pre or post tax basis. This is in addition to the regular county 
retirement plan. The program is governed by Section 457 of the Internal Revenue Code and is designed to 
complement the county's defined benefit pension plans. 

The plan is managed by T. Rowe Price, a global financial services firm that has been a vendor with the 
county since 1989. 

A wide range of investment options are available - each with a differing level of risk, return and 
fees.  Plan design features include loan, financial planning services and self - directed 
brokerage arrangements. For a full list of investment options, click here. 

 Auto-enrollment (for new employees) 
 Beginning June 1, 2014 all newly hired employees and re-hired employees will be automatically 

enrolled in the Deferred Compensation Plan with a 1% contribution. 

 These participants will also be enrolled in auto-increase, so that on the anniversary date of their 
enrollment the contribution rate will increase by 1% each year, until the contribution percentage 
reaches 10%. 

 If new employees do not wish to participate in auto-enrollment or auto-increase, they should 
contact T. Rowe Price at 1-888-457-5770 or log in to rps.troweprice.com within 30 days of 
employment to decline participation. For more details please view the Enrollment Guide. 

Employees may enroll, change deferral amount (increase, decrease or stop) at any time.  There are two 
ways to enroll or make changes: 

1. Visit the T. Rowe Price website  
2. Call T. Rowe Price at 888-457-5770 

 
New enrollments as well as changes in deductions (increases or decreases) are effective the first of the 
next month following the enrollment/change.  Employees will see the enrollment or change in the 
paycheck where the first of the month falls.  Deferral stops will be effective on the first available payday 
after the request has been received.* 
 
*NOTE: New or existing employees may enroll, change their contribution percentage, alter their auto-
enroll feature or change their investment elections at any time. 
Yearly Contribution Limits   
The maximum annual contribution limit is 80% of your gross wages or the normal contribution limit in 
effect that year, whichever is less.  The 2017 normal contribution limit is $18,000.  Participants age 50 and 
older are eligible to defer an additional amount above the normal contribution limit.  For 2017, the age 50 
limit is $24,000.  Employees who qualify for normal retirement in less than four years may be eligible 
for a higher contribution limit called a special catch-up.  The special catch up limit is $36,000. 
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Participants who had or have 457 contributions through another employer, need to ensure the combined 
contributions do not exceed the 457 limits for the year. 
 
Beneficiary Information 
All plan participants must update their beneficiary information directly with T. Rowe Price.  Naming a 
beneficiary for retirement plan accounts ensures that your savings will be distributed according to your 
wishes in the event of your death.  If a beneficiary is not named, your assets could be distributed in 
accordance with the default options under the terms of the plan, which may not be what you 
intended.  The most efficient way to update your beneficiary is to visit the T. Rowe Price website at 
rps.troweprice.com and click the link for the plan's online beneficiary service on the right side of the 
page.  You may also complete a beneficiary designation form and return it to T. Rowe Price at the address 
listed on the form. 
 
To obtain a copy of the form, please contact T. Rowe Price at 888-457-5770 - Monday - Friday from 7a.m. - 
10 p.m. eastern time.  You may also contact the Deferred Compensation Help Desk in the Department of 

Human Resources at 703-324-4995  Monday - Friday from 9 a.m. -4 p.m. 
 
NOTE: Changing your beneficiary for deferred compensation does not change your beneficiary for life 
insurance or the defined benefit plan administered by the Retirement Administration Agency. 
 

Tradelink®   
A brokerage service that gives you access to hundreds of investment options beyond those available 
through your plan's core options.  
  
This is more for the risk taker which is why it is wise to do your research or consult with your adviser.  T. 
Rowe Price's TradeLink allows you to invest a portion of your retirement plan savings in a wide range of 
investments. These additional investments offer a spectrum of strategies and objectives beyond those 
available in the "core" investments of your plan. By using TradeLink you can broadly diversify your 
retirement portfolio. You need to request a TradeLink Kit to set this up.  Fees will be different since this is 
outside the county plan.    
 
One strategy is to just keep small amounts working for you in the brokerage account, For instance, maybe 
you want to take $30,000 and roll it into the brokerage account to work for you in other investments. 
Check it every quarter and see how you are doing and, if you did well, move those funds back into the 
county funds and reinvest them.  Just a thought! 
24/7 Account Access - Connect with your account online or by phone to get plan information to make 
a change. 

Retirement Planning Tools - Log into website at rps.troweprice.com to access interactive retirement 
planning tools such as Retirement Lifestyle, Income and Budget, Loan Impact, Roth Comparison, 
Distribution Decisions and many more to help you determine your retirement savings goals. 
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Automatic Increase - Sign up for this optional service and T. Rowe Price will gradually increase your 
contribution rate over time to help you save more. 
 
Automatic Rebalancing - Sign up for this service and T. Rowe Price will help keep your investments in 
line with your chosen investment allocation. Rebalancing starts with an asset allocation—that’s the 
percentage of assets (for the average person, this is stocks and bonds) that make up your account. The 
ideal mix varies based on your age, time frame and risk tolerance. 
 
When you rebalance, you’re essentially selling some of the investments that have performed better than 
other holdings for the year, and buying some that have been underperforming to get your asset allocation 
back where you assigned it. 
 
Withdrawals - The Fairfax County Deferred Compensation Plan offers flexible withdrawal options for: 

 Severance from employment 
 Retirement 
 Unforeseeable emergencies 
 Those employed in the public safety field 
 Those with an account balance of less than $5,000 with no contributions in the previous two years 
 Those aged 70 1/2 or older 
 Death 
 Disability (terminated employees only) 
 Heart Act 

Loans - The Fairfax County Deferred Compensation Plan allows participants to use their plan account 
money before retirement without being penalized. 
Loan Expectations: 

 The minimum you may borrow is $1,000. 
 The maximum you may borrow is 50% of your vested account balance, up to $50,000.* 
 Your loan, plus interest, must be repaid within five years, except for primary residence loans, 

which must be repaid within 15 years. 
 If you leave the county, you must repay your loan in full, otherwise, the outstanding balance will 

be considered a distribution. 
 A $50 loan origination fee will apply. 
 Interest equals prime rate plus 1%. 
 You may have a maximum of three loans at a time. 
 A penalty may apply to funds withdrawn from qualified sources such as a rollover from another 

employer's plan. 

*Reduced by the highest outstanding balance during the prior 12 months. 
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Retirement Income Manager - With T. Rowe Price Retirement Income Managers®, you can develop a 
personal retirement income strategy to keep your retirement savings goals and resolutions on Track.  Click 
here to learn more.    

Plan Contacts 
Representatives from T. Rowe Price are available at the Deferred Compensation Help Desk at 703-324-
4995. Monday - Friday from 9:00 a.m. - 4:00 p.m.  The Deferred Compensation Help Desk is located in the 
Department of Human Resources, Suite 270 at the Government Center. You may also reach T. Rowe Price 
customer service Monday - Friday from 7:00 a.m. - 10:00 p.m. eastern time at 888-457-5770. The Benefits 
Division staff is always ready to help with any questions.   

Online Statements 
Quarterly statements are available online.  Below is a quick and easy way to have this paperless service 
work for you: 

1. Log in to myRetirementPlan (via rps.troweprice.com) sign up for the service, and provides an email 
address to T. Rowe Price. 

2. When the account statement is available online, T. Rowe will notify the participant by email. 
3. The participant can link from the email to myRetirementPlan web site and log in to view the latest 

statement (along with any inserts). 
4. If the plan is not able to successfully contact the participant via e-mail, a hard copy of the quarterly 

statement will be sent to the participant’s home address on file.  

 

Markets Fluctuate - Stay Invested 
 
When you continue to invest in funds through good times and bad-as you do automatically in your 
workplace savings-plan you buy more shares when their prices are low. And that will position you well to 
reap the benefits of the market recovery.  The worst course an investor can take is to alter his or her 
investment strategy in reaction to market events! 
 
Diversification – Is one stock good for you?  

The simplest example of diversification is provided by the proverb "Don't put all your eggs in one basket". 
Dropping the basket will break all the eggs. Placing each egg in a different basket is more diversified. There 
is more risk of losing one egg, but less risk of losing all of them. 

In finance, an example of an undiversified portfolio is to hold only one stock. This is risky; it is not unusual 
for a single stock to go down 50% in one year. It is much less common for a portfolio of 20 stocks to go 
down that much, especially if they are selected at random. If the stocks are selected from a variety of 
industries, company sizes and types (such as some growth stocks and some value stocks) it is still less likely. 

Couple of other things to think about here is Risk and Compounding Interest  
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Risk is the potential of losing something of value. Values (such as physical health, social status, emotional 
well-being or financial wealth) can be gained or lost when taking risk resulting from a given action, activity 
and/or inaction, foreseen or unforeseen. Risk can also be defined as the intentional interaction with 
uncertainty. Risk perception is the subjective judgment people make about the severity and/or probability 
of a risk, and may vary person to person. Any human endeavor carries some risk, but some are much riskier 
than others.  

Compound interest is interest added to the principal of a deposit or loan so that the added interest also 
earns interest from then on. This addition of interest to the principal is called compounding. A bank 
account, for example, may have its interest compounded every year: in this case, an account with $1000 
initial principal and 20% interest per year would have a balance of $1200 at the end of the first year, $1440 
at the end of the second year, $1728 at the end of the third year, and so on. 

Use the analogy about Pain when it comes to investing, that ole 1 – 10 scale 

One (1) for no risk  

Ten (10) for high risk 

The point here is to understand your financial adviser about the risk you are willing to take, if you are a 
moderate investor then you can tell them well I am a (5) hopefully you get my point.  
 

Get the Facts on Fees 
 
We are lucky to have a great negotiator represent us with when it comes to fees with our deferred comp 
plan. The county has an agreement with T. Rowe Price to reduce or eliminate certain administrative fees. 
The fees you see on a mutual fund will always be there it is called the expense ratio. Fees reduce a fund’s 
performance and those same fees reduce the compounding ability.  So, if you invest in other brokerage 
plans, be sure you know how much you are paying for their services.  You may find that investing with a 
large group, such as Fairfax County, through T. Rowe Price may save you some money for the same funds.  
 
 
457 Deferred Compensation Maximum Dollar Limits 2017 and Beyond 
 

� Annual employee contribution limit for 457 savings plans for 2017 is $18,000.  However if you are 
turning age 50 or over, you can contribute an additional $6,000 which equates to an annual total of 
$24,000. 

 
� If you within three years of normal retirement age (not necessarily 50) and have not maxed out your 

contributions in prior years then you may use the Special Catch-Up Provision, which allows you to 
contribute up to an additional $18,000 in 2017 which is $36,000. You must apply for the catch up via 
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T Rowe Price this is not automatic, most people qualify unless you maxed out most of your career. 
This generally takes 2 business days to find out. 

 
� You do not have to wait until your final three (3) years before you apply for the catch up program 

(most people consider this to be when you enter DROP).  If you have 22 years in, you can apply for 
the Catch-Up program.  You can also use your credited service to reach your final 3 years as well. 
Remember 25 years is full retirement age. 

 
Example: Let’s say you have 21 years 6 months of credited service and you have 6 months of credited 
leave, now you have 22 years of credited service and can apply for the catch up program. This could be a 
huge benefit to some at the end of 3 years. Now you have the funds working for you and you decide to 
extend your service to 30 years then enter DROP, funds working for you for 5 years instead of 3 years. USE 
ONE OF THE T-ROWE PRICE TOOLS AND SEE HOW MUCH THAT COULD BE FOR YOU. I THINK YOU WILL BE 
SURPRISED 
 
“The most difficult thing is the decision to act, the rest is merely tenacity. The fears are paper tigers. You 
can do anything you decide to do. You can act to change and control your life; and the procedure, the 
process is its own reward”. 

“Amelia Earhart” 
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Life Insurance 
 
Employer Sponsored 
 
The County offers Group Term Life Insurance and Accidental Death & Dismemberment (AD&D) coverage up 
to 5 times your annual salary.  The first one times your salary is paid for by the county.  Yes, it’s free, so be 
sure that you complete the necessary Beneficiary Designation forms for this coverage.  Now, if you are so 
bold and want to increase the policy, then please do so, your family will love you even more.  You can elect 
up to four times your annual salary without going through “Evidence of Insurability” or EOI; after that any 
increase in your coverage must be approved by the carrier.  This entails completion of the EOI forms and 
submitting them for review. The insurance carrier will notify you if additional medical information is 
required before approval. A. D. & D. coverage does not require a separate election and is equal to your 
approved level of group term Life coverage.   
 
Now, after you are retired, it becomes a different animal. At retirement, your AD&D coverage cancels; this 
benefit is only available for active employees. Also, your Group Term Life Insurance begins to reduce, 65% 
at the time of retirement, and again at age xx. You want to keep these reductions in mind when you are 
planning your insurance needs into retirement.  
 

Is Additional Life Insurance Necessary? 
 
The cost of term insurance is cheap especially if you are young, as with anything, the older you are the 
more prices increase (it is called liability). Think about it, you are 24 with a spouse and 2 kids and you are 
just getting started with life. You are hit by a Mack truck going to work; do you think your 4x salary is going 
to pay for your family very long?  For a firefighter that benefit only amounts to $200K and $400K with 
AD&D!! 
 
Now instead, you read this guide book and went out and purchased a $500K or, better yet, a $1 million 
policy. Don’t get the BIG EYE - trust me for a 24 year old you are talking approximately $75 - $100 a month 
cost for a $1 million policy, maybe cheaper. Do yourself a favor and get a quote!!! Now when the Mack 
truck ran over you, you just left your family $1.2 million instead.  Now you will RIP better, don’t you think?  
Some folks do have Whole Life, Universal Life and other cash value polices but they will cost you much 
more.  Remember you are trying to provide the most coverage for the cheapest buck at age 24 in this 
example.  
 

 
Read the policy, and understand the terms before you buy. 

Term Life Insurance reduces by definition, so be sure you know the reduction schedule. 
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What should you be doing now?  
 

Members have told me a few things. 
� Increase your deferred comp, you should be close to maxing out 

� Review your personal information and make sure all beneficiaries are correct 

� Your estate plan may need to be reviewed  

� Look at your life insurance policies; make sure they are enough to cover your expenses 

� Setup your account for the retirement services website 

https://retirementservices.fairfaxcounty.gov/pgwebmember.exe (we will visit this information 

later) 

� Meet with a Financial Planner yearly   

� Stay healthy, live a long life, take care of your knees and back from the first call you run to the last. 

Progressive degenerative conditions sneak up on you. You want to enjoy that retirement as long as 

you can, and that means being mobile, and that means staying healthy, especially your knees and 

back. 

� Emergency Fund AT Least $1000  

o Reason everyone should consider a Roth IRA. 

o You are aware that you should maintain liquid funds equal to at least six (6) months of 

personal expenses for an emergency, such as a job loss.  With the economic conditions of 

the past few years, many financial experts are now suggesting that you keep at least 8 

months to a year of capital available. 

o But where is the best place to keep these funds so that they are readily available?  The 

answer is certainly not in your everyday checking account, exposed to your "wants" rather 

than your "needs."   It would be much better to keep these funds in a separate money 

market account at your bank or brokerage company.  "Out of sight, out of mind" works 

surprisingly well in preventing you from invading the account on a whim.  
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How Your Benefit is Determined: Final Average Salary (FAS) 
 
The FAS is the average of your highest 78 consecutive pay periods for those paid bi-weekly or 36 
consecutive months.  FAS will not include overtime pay but remember that holiday pay for your highest 78 
consecutive pay periods does count towards final FAS using codes:  

� L213 Holiday Time Off With Pay 
� X205 Holiday Worked - Pay 
� X303 Administrative Emergency Worked – Pay 
� X202 Holiday on Scheduled Day Off – Pay  

 
Please go to the retirement website and use their tool for estimating  your numbers: 

https://retirementservices.fairfaxcounty.gov/pgwebmember.exe 
You should be setting a goal for yourself by now about when to retire look below for percent’s of your 
salary. These numbers are rounded off: 

25 Years = 72% 
26 Years = 74%  
27 Years = 77% 
28 Years = 80% 
29 Years = 83% 
30 Years = 86% 
31 Years = 89% 
32 Years = 92% 
33 Years = 95% 
34 Years = 98% 
34.6 = 100% 

 

Leave Benefits: To Use or Save? 
 
Let’s look at your benefits for leave: Should you save it? Use it as you go? Let A/L roll over into S/L?  

Most members try and save as much leave as they can for 3 reasons: 

� You never know what may happen to you or your family 

� If you are over your maxed A/L don’t worry it just rolls over into S/L “the leave is not lost nor are 

they taking it away”   

� S/L keeps building and YES it is applied toward your retirement. So one year of S/L = 2912 hours H3 

rate (or 2080 converted hours – see the calculation below).   
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How much sick leave equals one year? 
 
How many H3 hours of sick leave are equivalent to 1 year for retirement purposes?  Take the H3 sick leave 
hours and divide by 1.4 (this is the formula to convert from a 56 hour to 40 hour employee) so 1.4 x 40 = 
56.  One year of work equals 2080 hours or 2912 at H3. 
    

Example:  John Doe has 3,800 hours of sick leave. 
Step 1: 3800/1.4 = 2714.2 hours 

    
Based on the above calculation, John Doe has 1 year and 3 months of sick leave that can count towards his 
retirement date. 
 
Remember: If you were hired after January 1, 2013 - Sick leave will be capped at 1 year or 2080 hours of 
sick leave.  Members working shift work require 2912 sick leave hours that will be converted to 2080 
hours. 
 
What are the max hours for leave accrual? 

� Employees with less than ten (10) years of service may accumulate annual leave up to 336 hours. 
Employees with ten (10) or more years of service may accumulate annual leave up to 480 hours. 

� Annual leave in excess of the limits imposed by this section existing at the end of each calendar year 
shall be converted to sick leave. 

� Compensatory time not to exceed 336 hours may be carried forward from one calendar year to the 
next calendar year. 

� Leave increases after 3 years both S/L and A/L then after 15 years A/L increases, S/L remains the 
same.  

 
Things to consider up to this point… 

� Are your A/L (480) and C/L (336) max out? (Over 10 years of service) 

� Have you thought about the Special catch-up plan for deferred comp? ($36,000 allowance for 2017) 

� Does holiday pay help with my final averages for retirement?  

o Yes, holiday pay does affect your final compensation, codes to use for your final average 

salary L213, X205, and X202  and don’t forget X303 (pay emergency worked) 

� Annual COLA each July 1st is determined by the Consumers Price Index (CPI) for the DC-VA-MD area, 

up to a maximum of 4%. The Board of Trustees may grant an additional COLA up to 1% if the 

retirement system meets the available actuarial surplus guidelines.   
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You have to be informed before going to the retirement board! 
 
Once you have generated your Benefit Projections make sure you review, consider and verify the following 
information, keeping in mind that THIS IS ONLY A SNAPSHOT: 

� Personnel information 
� Separation Date 
� Salary (Payroll can help you if a problem occurs)  
� Leave Balances 
� Plan is correct (most should be plan D) 
� Understand your options JOINT AND SURVIVOR AND ANNUNITY 
� Download and read about the DROP program  
� Talk to other members that are in DROP or who have been through the process 
� Meet with the T-Rowe Price representative they have a handout for you to understand your options 
� Meet with benefits to discuss and understand your options 
� You can join the Fairfax County Fire & Rescue Retirees - Web Site (http://fcfrra.com/) 
� Discuss your insurance needs 

� County Life (Once retired coverage reduces to 65% of active value)  
� Personal Life 
� Health 
� Medicare 

� Long Term Care (Private not handle by the County)  
� Is there a good month to enter DROP? Anytime, July or December? Think Taxes! 
� What should I do with my A/L and C/L payouts? Cash or Deferred? 
� What are your deferred comp options? 

 
 
PAY ATTENTION TO RETIREMENT - DON’T ASSUME! FIND OUT! 
 
WEIGH YOUR OPTIONS WITH SPOUSAL BENEFITS - INFORMED DESCISIONS, NOT RANDOM 
THOUGHTS, WILL MEET YOU AND YOUR SPOUSES EXPECTATIONS… 
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Trust and Wills 
 
Estate Planning is our next subject that most people take for granted, they just assume that everything is 
taken care of when they die. Oh I filled out those beneficiaries cards at some point in my life “RIGHT”? My 
family will get everything I have??? You could not be more WRONG!!! 
 
We have been so unfortunate with the loss of 2 members who did not have their estate in order. So let’s 
discuss a little about estate planning and what you should do RIGHT NOW if you have not planned ahead. 
The Florian Foundation, this is a FREE service for ALL public service employees, pick up the phone (571) 
332-6283 or check out their Web Site, executive.director@florianfoundation.net 
 
DID I MENTION THIS IS FREE TO YOU!!!!!!!!!!!!!!!!!!!!!!!!! 
 
What they will do for you: 

� Durable Power of Attorney 
� Advance Directive for Health Care 
� Last Will and Testament 

 
Having a will doesn’t guarantee peaceful management of your estate. But without a will, decisions about 
your money, your belongings and your children will be left up to state law, and the things you value the 
most could be given to someone you would have never chosen. Please don’t assume people will do the 
right thing when they are grieving.  
 
Most of you have heard of wills, but the new kid on the block is Living Trusts (believe it or not this is 
actually old, dated back to Julius Caesar’s days).  This document used to be for the rich, which is why most 
of us have never heard of it.  Let’s examine the differences between Wills and Living Trusts. 
  

� If you have a net value (insurance, house, deferred comp, retirement and….) which exceeds 
$600K—YOU NEED A LIVING TRUST.  If your net value is less than $600K—you most likely need a 
living trust. 

 
Living Trusts are NOT free – cost range $2500 - $3000 depending on the size of your estate. You can contact 
Steffan & Associates (703) 691-4810 he has FREE seminars. 
 

“The man who reads nothing at all is better educated  
than the man who reads nothing but the newspapers” 

-Thomas Jefferson 
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Estate Planning FAQ's 
 
Q: Why do I need an estate plan? 
A: Most of us spend a considerable amount of time and energy in our lives accumulating wealth. With this, 
there comes a time to preserve wealth both for enjoyment and future generations. A solid, effective estate 
plan ensures that your hard-earned wealth will remain intact as it passes to your beneficiaries, instead of 
being siphoned off to government processes and bureaucrats. 
 
Q: If I don't create an estate plan, won't the government provide one for me? 
A: YES. But your family may not like it. The government's estate plan is called "Intestate Probate" and 
guarantees government interference in the disposition of your estate. Documents must be filed and 
approval must be received from a court to pay your bills, pay your spouse an allowance, and account for 
your property--and it all takes place in the public's view. If you fail to plan your estate, you lose the 
opportunity to protect your family from an impersonal, complex governmental process that can become a 
nightmare. Then there is the matter of the federal government's death taxes. There is much you can do in 
planning your estate that will reduce and even eliminate death taxes, but you don't suppose the 
government's estate plan is designed to save your estate from taxes, do you? While some estate planners 
favor Wills and others prefer a Living Trust as the Estate Plan of Choice, all estate planners agree that dying 
without an estate plan should be avoided at all costs. This option will most likely cost your family in excess 
of 25% of the value of your estate—you do the math. 
 
Q: What's the difference between having a Will and a Living Trust? 
A: A Will is a legal document that describes how your assets should be distributed in the event of death. 
The actual distribution, however, is controlled by a legal process called probate, which is Latin for "prove 
the Will." Upon your death, the Will becomes a public document available for inspection by all comers. 
And, once your Will enters the probate process, it's no longer controlled by your family, but by the court 
and probate attorneys. Probate can be cumbersome, time-consuming, expensive, and emotionally 
traumatic during a family's time of grief and vulnerability. Con artists and others with less-than-pure 
financial motives have been known to use their knowledge about the contents of a will to prey on 
survivors. A Living Trust avoids probate because your property is owned by the trust, so technically there's 
nothing for the probate courts to administer. Whomever you name as your "successor trustee" gains 
control of your assets and distributes them exactly according to your instructions. There is one other crucial 
difference: A Will doesn't take effect until your death, and is therefore no help to you during lifetime 
planning, an increasingly important consideration since Americans are now living longer. A Living Trust can 
help you preserve and increase your estate while you're alive, and offers protection should you become 
mentally disabled. 
 
Q: The possibility of a disabling injury or illness scares me. What would happen if I were mentally 
disabled and had no estate plan or just a Will? 
A: Unfortunately, you would be subject to "living probate," also known as a conservatorship or 
guardianship proceeding. If you become mentally disabled before you die, the probate court will appoint 
someone to take control of your assets and personal affairs. These "court-appointed agents" must file a 
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strict accounting of your finances with the court. The process is often expensive, time-consuming and 
humiliating. 
 

Q: If I set up a Living Trust, can I be my own trustee? 
A: YES. In fact, people who create most Living Trusts act as their own trustees. If you are married, you and 
your spouse can act as co-trustees. And you will have absolute and complete control over all of the assets 
in your trust. In the event of a mentally disabling condition, your hand-picked successor trustee assumes 
control over your affairs, not the court's appointee. 
 

Q: Will a Living Trust avoid income taxes? 
A: NO. The purpose of creating a Living Trust is to avoid living probate, death probate, and reduce or even 
eliminate federal estate taxes. It's not a vehicle for reducing income taxes. In fact, if you're the trustee of 
your Living Trust, you need to file your income tax returns exactly as you filed them before the trust 
existed. There are no new returns to file and no new liabilities are created. 
 

Q: Can I transfer real estate into a Living Trust? 
A: YES. In fact, all real estate should be transferred into your Living Trust. Otherwise, upon your death, 
depending on how you hold the title, there will be a death probate in every state in which you hold real 
property. When your real property is owned by your Living Trust, there is no probate anywhere. 
 

Q: Is the Living Trust some kind of loophole the government will eventually close down? 
A: NO. The Living Trust has been authorized by the law for centuries. The government really has no interest 
in making you or your family suffer a probate that will only further clog up the legal system. A Living Trust 
avoids probate so that your estate is settled exactly according to your wishes. 
 

Q: Isn't a Living Trust only for the rich? 
A: NO. A Living Trust can help anyone protect his or her family from unnecessary probate fees, attorney's 
fees, court costs and federal estate taxes. In certain circumstances even individuals with small estates can 
derive meaningful benefits 
 

Q: Can any attorney create a Living Trust? 
A: YES, but you would be better off choosing an attorney whose practice is focused on estate planning. 
Members of the American Academy of Estate Planning Attorneys receive continuing legal education on the 
latest changes in any law affecting estate planning, allowing them to provide you with the highest quality 
estate planning service anywhere. While we are on the subject make sure you have filled out the Fairfax 
County Fire and Rescue Department Survivor Information Form. I have not seen this document, where do I 
get it? When you go for your annual physical you ask for the package, or the form number is FRD-017 and 
the link is file://s922kmb05/ffire/forms/word/frd-017.doc. Copy and paste the link in your web browser 
while on the county computer. 
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Death is another decision for us all 
 
Larry Jenkins 

I’m working part time in a funeral home and there have been a few posts about death and dying recently. I 
just want to throw this out there for you to think about.  
Death is inevitable and when it hits this can be the hardest time for your family. Death alone is difficult, but 
not having any planned arrangements during this difficult time will make it more stressful.  
 
There are many options with costs that can occur that must be paid at the time of the funeral. Do you have 
access to this money if you needed it tomorrow? The cost of a funeral can be as low as a couple of 
thousand dollars to well over fifteen thousand depending on what you purchase.  
 
Does everyone need to be embalmed, if you want a viewing then yes?  
Compare the cost of a casket to an urn and a cremation is cheaper than a burial. If you plan on a cremation 
and want a viewing, did you know you can rent a casket for the viewing? Did you know you can buy your 
own casket on-line or a Costco? The quality may not be the same as the ones in the funeral home 
showroom. If you go with a cremation versus a burial you save by not buying a grave site, the cost of 
opening and closing the grave, the grave liner, and the cost of the headstone. 
 
If you opt for a burial, do you buy gravesites for just you and your spouse or for the entire family? Can I 
bury a loved one in my backyard? In Virginia can’t you bury someone one your property unless you have 
the land converted from residential to a cemetery. This may be difficult to sell the land later, who wants to 
have graves on their property or have to pay for the cost of moving them later.  
 
Family owned funeral home versus a company owned should be considered. Don’t just go with the funeral 
home that your family has used for years or the closest one to your home. Family run funeral homes can be 
lower in price because they can negotiate with the price, where a private company will not. Don’t just 
assume a funeral home is a family run business just because it was in the past. Many family run funeral 
homes are bought out by big companies and never change the name to make appear that they are still a 
family business. 
 
These are just a few of the items that you need to consider at the time of death. Wouldn’t it be nice to have 
these taken care of before the need arises? 
 
If you have not already chose your place of rest and paid for it then consider doing this once you 
retire and collect that leave payout check.  
 
 

“Remember an Informed person is armed with knowledge.” 
-Member Quote 
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Deferred Retirement Option Program (DROP)  
 

Overview of Deferred Retirement Option Program (DROP) 
 

This is a general overview of DROP.  Each item will be explained further in the following sections. 
 

Eligibility 
All employees in the Police Officers and Uniformed Retirement Systems would have the option to elect 
DROP beginning on date of eligibility for normal retirement. (Uniformed – 25 years of service or age 55 with 
6 or more years of service). 
 

Length of DROP Period 
� Three years 
� Election to enter DROP is irrevocable 
� At end of DROP period, employment must terminate 

 

DROP Account Balance 
� Account is credited with benefit based on compensation and service at time of entry in DROP. 
� Amounts credited increase based on retiree COLA’s. 
� Account balances are credited interest at annual rate of 5%. 

 

During DROP Period 
� Employees are considered active employees for all other benefits/personnel policies. 

 

End of DROP Period 
� Employee terminates employment/retires 
� Monthly retirement payments commence in amount based on compensation and service at the 

time of entry to DROP increased by any retiree COLA’s granted during DROP period. 
� Several distribution options will be made available for DROP balance, including: 
� Direct lump sum payments 
� Rollover to IRA or other qualified plan 
� Increase in monthly annuity (actuarial equivalent) 

 

 
  



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

31 | P a g e  

Summary of DROP 
 
Allows an employee to retire for purposes of the pension plan, while continuing to work and receive salary 
for a period of 3 years. During the DROP period, the pension plan accumulates the accrued monthly benefit 
into an account balance identified as payable to the member at the end of the DROP period. The account 
balance is credited with interest. At the end of the DROP period, the member must terminate employment 
with the County and begins to receive the retirement benefit directly instead of having it credited as an 
increase to the DROP account balance. The retiree also receives the balance of the DROP account either in 
the form of a lump sum distribution, a rollover to another qualified plan (or IRA) or the retiree may elect to 
have the monthly retirement annuity increased by the actuarial equivalent of the lump sum and thereby 
receive a higher lifetime monthly benefit. 
 
Unused accumulated sick leave applies for determining retirement eligibility following the same conversion 
rules as for normal retirement (172 hours equals one month of service). Employees will have the option of 
converting the entire sick leave balance to retirement credit or all but 40 hours of the total balance in order 
to begin the DROP period with some sick leave balance. 
 
Members who continue to work and who do not elect to enter DROP when first eligible for normal 
retirement, may elect to enter DROP on the first day of any month following their initial eligibility, with a 
requirement that they provide notice of their decision at least 60 days prior to their entry into DROP. 
 
The DROP period lasts 3 years from the point of entry. 
 

When to Enter DROP 
 
The DROP entry date must be the first day of the pay period coincident with or following the eligibility date.  
At the end of the DROP period, the member must terminate employment and retire.  The election to enter 
DROP is irrevocable following the effective date. A member who has submitted an election to enter DROP 
may only rescind that election prior to the effective date of entry into DROP. 
 
Become informed about the DROP program: 
http://www.fairfaxcounty.gov/retirement/active_uniformed/drop.htm) 
Once informed, it is time to ask yourself:  When do I enter DROP? Is it time to enter DROP?  And when do 
we say good bye to old friends?  
 
As You Consider When to Enter DROP… 
 
Start by downloading and reading the Retirement Handbook which can be found at: 
http://www.fairfaxcounty.gov/retirement/active_uniformed/planning.htm .  If you have not register for the 
online “Benefit Estimate” do so: https://retirementservices.fairfaxcounty.gov/pgwebmember.exe.   
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DROP Timeline 
 
Members of Fairfax County Uniformed Retirement System wishing to participate in the DROP should: 

� Within 1 year of retirement eligibility contact the Retirement Administration Agency (RAA) to 
obtain a Benefit Estimate. 

 
� Determine whether you plan to Retire or Enter DROP.  If you are considering DROP entry, please 

review the DROP Video at http://www.fairfaxcounty.gov/retirement/drop.htm 
 

� Within 6 months of intended DROP Entry, schedule DROP Entry Counseling at 703-279-8200 
 

� Within 2-3 Months of DROP entry (once all forms are completed), return your completed DROP 
entry forms in person or return them via mail.  If you choose to drop them off during walk-in hours, 
one of the staff can verify that all the requested information is complete so your application can be 
processed without delay. 

 
Please Note: You must apply for DROP entry at least 60 days prior to your requested DROP Entry date. See 
DROP Application Schedule for specific dates. 
You must make your Joint and Survivor election at the time of application for DROP Entry - Do not make 
this decision lightly it is one of the few decisions that can NEVER be changed. 
 

� 45-60 Days after DROP Entry Date, “Welcome to DROP Letter and Calculation Worksheet” will be 
mailed to you.  Quarterly DROP Statements will be mailed to your home address in January, April, 
July and October7. 
  

� DROP Exit Arrangements should be made 60 days or more prior to your retirement/DROP exit date. 
 

� DROP members must exit the DROP no later than 3 years after DROP entry. 
 

� Complete DROP Exit Application 
 

� Arrange DROP Exit Counseling to determine post-retirement benefit options 
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What Pay Period to Enter DROP   
 
Does it matter what pay period to enter DROP? YES!  Because of tax ramifications the tax GODS are always 
watching you. Be very careful with this, as the first pay period of the next year may start in December, and 
if you just use Dec.31st as an end date in a year that the start of PP01 is before Dec. 31st then you’ll lose 
leave balances above the maximums.  
 
Keep in mind if you decide to retire in July, for example, the cost-of-living increase is equal to the 
percentage increase in the Consumer Price Index for the Washington DC-MD-VA area for all Urban 
Consumers (CPI-U) for the 12-month period ending March 31 before the increase goes into effect, up to a 
maximum of 4%. In accordance with the Fairfax County Code, the Board of Trustees may grant an 
additional COLA up to 1% if the retirement System meets the available actuarial surplus guidelines. The 
cost-of-living increase will be pro-rated if you have received retirement benefits for less than a year, as 
follows: 
 

Number of complete months you have received benefits: 
Less than 3   0% 
3, 4, or 5    25% 
6, 7, or 8    50% 
9, 10, or 11    75% 
 

As you approach your last calendar year (January) in DROP it’s beneficial to have A/L and C/L balances 
maxed and you can then accrue more of each toward maximizing a greater cash payout. You will retain a 
max of 40 hours of S/L, once you enter DROP, the rest will be credited to time in service.  
 
In any year if you would have any A/L over the max it’s converted to S/L, and you just lose any C/L over the 
max carry over amount if you are a Capt. I or above. It’s a little complicated there… if a LT. has their C/L 
balances maxed then any C/L worked past that is automatically converted to pay as it’s earned.  
 
For example, if you are in PP20, already have your C/L balance maxed and are working a committee that 
O/T is not authorized then it actually benefits you as opposed to someone whose C/L is not maxed as all 
committee hours will be paid to you as O/T pay because you are already at C/L max. Capt II and above get 
screwed on this, and have to use the C/L before the years end so they don’t lose anything that they are 
holding above C/L max. 
 
The rationale is to carry as large an A/L and C/L balance into the last year you are in DROP and 
accumulate as much A/L and C/L as possible so you have as big a payout as possible. Then comes the most 
important part… roll those checks into your Deferred Comp account so you don’t get whacked with taxes 
on the huge payouts.  
 
  



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

34 | P a g e  

Here are the amounts that can be rolled over from one year to the next for anyone with more than 10 
years of service:  

� A/L can carry over 480 field/320 admin  
� C/L can carry 336 field/240 admin  

 
Example: If I am an administrative Captain I, I will carry A/L 320 and C/L 240 into the first pay period of my 
last DROP year, then minimize use of A/L (I will use S/L for anything I can possibly use it for…this is an 
admin staff thing) and accumulate as much C/L as possible.  This allows me to roll as large an amount into 
Deferred Comp as possible. If you take those big checks as cash payouts you’ll get taxed accordingly on 
them.  If they are rolled and then used as annuities, they’ll be less the taxes paid.  
 
For admin staff A/L is accrued 8.0 hrs/PP, so you can earn 208 hrs (8 x 26PP) per year. So theoretically with 
all A/L saved you can have a check cut for 528 hrs (topped out Capt. I @ admin Hourly rate $54/hr = 
$28,512). C/L  payout for 240 hrs. @ $54/hr = $12,960. You do not want an additional $40,000 added to 
your taxable income for that year. 
 
Sorry this is long but it is worth it, the underlined portion above is important. In order for the above tax 
avoidance to work you need to be enrolled in the special catch prevision of deferred comp. So, if you are 
entering DROP then enter catch-up the first 2 years and enter the max provided by law at the time.  
 
The 3rd year reduces your deductions to the minimum amount.  Why? In the above example the payout will 
be $40K, the max amount in the special catch-up plan may only be $35K, which means $35K tax free into 
qualified plans such as T-Rowe Price, and you pay taxes only on $5K. 
 
Example: Using the $40,000 payout… Taxes on the full $40k could be $40K x 28% = $11,200 in taxes “BAD”.  
Catch-up maximum is $35,000 “TAX FREE”, so you pay taxes on $5K not $40K which equals $5K x 28% = 
$1,680 in taxes “GOOD”! 
 
Remember this is just an example, another reason to have this paid out in the next tax year is because you 
are retired and will have reduced income.  
 
If you have not maxed out your deferred comp then now is the time, you will receive your pre-social 
security benefit plus you do not contribute to retirement because you are retired. So with that being said, 
that is a pay raise - don’t spend it save it!  This is worth repeating:  While participating in DROP, 
retirement benefits accumulate and earn 5% interest per annum, compounded monthly. Participants also 
receive the same Cost of Living Allowances (COLAs) as those received by regular retirees. COLA’s are 
added to the DROP account. 
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Strategy for maximizing your leave for your final year of drop  
 
This an example for someone entering and exiting drop in order to gain maximum payout for A/L and C/L to roll into 
T-Rowe Price tax free up to $36,000 as of 2017. 
 
To make this work you will enter drop the first week of January and exit the final week of December. IMPORTANT 
MEET WITH T-ROWE PRICE AND PAYROLL BEFORE ENTERING DROP TO MAKE SURE YOU UNDERSTAND THIS 
CONCEPT FULLY 
 
Quick Review as of 2017 
Under 50 max contribution $18,000 – Special catch-up plan $36,000 
Over 50 max contribution $24,000 – Special catch-up plan $36,000 
 
An example to max out your leave - Employee works 24 hour shift work and has 480 hours of A/L & 336 hours of C/L 
maxed out, during the year employee takes no leave and now has 624 hours of A/L & 336 hours of C/L totaling 960 
hours. This requires planning 3 or more years out! 
 
Employee under 50   
   
2 ways of planning here 1st plan this is to achieve the most dollars for your pocket    
  
Employee is approved for the catch-up plan via T-Rowe  

� First year of drop $36,000 contribution   
� Second year $36,000 contribution   
� Third year $36,000 contribution   
� Exit drop last week of December with you’re A/L and C/L max out your leave payout will occur the next tax 

year in which you can roll $18,000 tax free into T-Rowe.   
  
2nd plan;  

� Enter drop 1st year $18,000 contribution   
� Second year of drop Employee is approved for the catch up plan via T-Rowe $36,000 max contribution   
� Third year of drop - $36,000 max contribution - Exit drop last week of December with your A/L and C/L maxed 

out your leave payout will occur the next tax year in which you use your 3rd year of max contribution and roll 
up to $36,000 tax free into T-Rowe.       

  

Employee over 50  
  

� First year of drop $24,000 contribution   
� Second year - Employee is approved for the catch up plan via  T-Rowe $36,000 max contribution   
� Third year of drop - $36,000 max contribution  - Exit drop last week of December with your A/L and C/L 

maxed out your leave payout will occur the next tax year in which you use your 3rd year of max contribution 
and roll up to $36,000 tax free into T-Rowe.       
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 DROP Account Balance Overview 
 

� A participant’s DROP balance will be credited on a monthly basis with the amount that the 
participant would have received had they not entered DROP and retired. Interest will be credited to 
the balance at an annual rate of 5%. 

 
� The initial monthly amount will be the retirement benefit calculated using service and final 

compensation as of the date of entry in DROP. 
 

� Members entering DROP will be required to make irrevocable elections regarding joint & survivor 
(spousal) benefits and such elections will be reflected in the calculation of the monthly amount 
credited to DROP. 

 
� The initial monthly amount will be increased each July 1 based on the annual cost of living 

adjustment (COLA) provided for retirees. 
 

� Any changes that would have occurred during the DROP period should the member have actually 
retired will result in adjustments to the monthly amount credited to DROP. For example, if the 
member attains an age at which the amount of any supplemental benefit increases or decreases, 
changes that would have occurred to the supplemental benefit will also be made to the amount 
credited to DROP. 

 
� Interest will be credited to DROP account balances at the end of each month. The monthly rate of 

interest credited will be based on an annual compound rate of 5.0%. No pro rata interest will be 
credited for less than a full month. 

 
� The assets supporting DROP account balances remain in the retirement system and represent 

amounts due to the member. No separate individual investment or bank accounts are established. 
 

Contributions during DROP 
 

Member contributions to the retirement system cease upon entry to DROP. Also, salaries of members in 
DROP are not included in the base for determination of employer contributions to the retirement system. 
 
 

Discontinue the Pre-Social Security Supplement while a member is in DROP. Once the member exits DROP, 
the Pre-Social Security Supplement will start and continue through full Social Security eligibility (67 years of 
age) - (Employees and Uniformed Retirement Systems). 
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DROP Account Distributions 
 
There are a number of questions circulating about the new withdrawal rules recently passed into law.  To 
help everyone understand this is an interpretation of what has changed...and what has not changed. 
Prior to the Change – “Early” Withdrawals  
If you retired before age 59 ½ and took a DROP pension, the only way to make a withdrawal without 
paying a 10% penalty (in addition to the income tax due) was to elect what is known as a 72(t) 
withdrawal. 
  
This could be used at any age, however, IF you were younger than 59 ½ and elected to take a 72(t), the 
amount you were permitted to withdraw was determined using a specific formula - AND - this annual 
amount could not change for 5 years OR age 59 ½, whichever was the longest period of time.  If you did; 
then, the money you took out up to that point was subject to an additional 10% penalty.   
The Change – How things are today  
Now, if you are between 50 and 59 ½ when you retire with DROP, you can take this 72(t) withdrawal 
without paying the 10% penalty IF you are in a "governmental plan". 
  
This does not apply if you roll your money over into an IRA.  In an IRA, the rules listed above are still in 
effect and were not modified by the new law change.   
DROP Plan Administration 
 
For a 3 Year Enrollment the member chooses from 5 options for their DROP balance: 

� Receive a lump sum distribution by check (taxable income) 
� Rollover entire balance to an IRA or other qualified retirement plan (non-taxable) (T-Rowe Price) 
� Combine Rollover and Refund (50% to check/50% qualified plan) 
� Apply 100% to increase your monthly annuity (increase your paycheck) 
� Apply 50% to increase your annuity and receive a 50% distribution 
� 50% distribution can be a combination of rollover and refund in any percentages 

 
Some firefighter pension plans offer an option of leaving your DROP in the plan and you have an account 
that is administered by the pension plan.  These programs are very expensive to run and carry with them 
significant increased legal liability on the plan itself.  As a result, most pension plans do not offer this kind 
of arrangement.  When they do, it is usually in one of two designs.  
  

� The first is as a “holding pattern” and convenience until the retiree decides what to do with his 
money.  There is a nominal return paid on the money while it remains with the fund.  There is no 
provision, however, for regular monthly withdrawals, or accounting.  The retiree may have an 
option of making a withdrawal once or twice a year. 

  
� In other plans, there may be a wide variety of options available from receiving a specified return to 



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

38 | P a g e  

multiple investment options.  These usually carry the ability to receive monthly withdrawals, 
etc.  Again, these are very expensive to run and so, are not as common as the other method.   

 
Under one of these “governmental plans”, the new law modifies the rules of the 72(t) withdrawal.  It now 
allows you to make withdrawals without paying the 10% penalty before you are 59 ½, and you may do so 
starting at age 50. (Income taxes are still due just as before.)   
 
Note: The more frequent option for a retiring firefighter is to take his DROP and move it into an IRA where 
the number of options available for investment and the potential for return on the money is usually much 
greater.   
  
As said previously, the law change does not apply to money in an IRA.  This is a separate retirement 
account structure required by the law.  The IRA rules for early withdrawal are the same for everyone, be 
they firefighter or civilian.  Therefore, once DROP money is moved into an IRA, the rules discussed at the 
beginning of this article apply.   

 
Roll Over to IRA 
 
If you roll over your DROP into an IRA, there is a “one time” exception to the 72(t) early withdrawal 
rules.  This is available IF you are between the ages of 50 and 59 ½ at the time you retire.  If your age falls 
into this range, you can take a withdrawal for any amount at the time of "separation from service" 
(retirement) without paying the 10% penalty.  Here is how it works.   
 
Example: A firefighter retires with a $100,000 DROP.  He decides to take $10,000 at the time he retires 
and rollover the rest into an IRA.  When he retires, his pension fund cuts two checks – one for $10,000 
that goes directly to the firefighter and a second one that goes directly to the IRA selected by the 
firefighter.   
  
Income taxes are paid on the $10,000, but there is no 10% penalty due.  The other $90,000 is transferred 
into the IRA and neither tax nor penalty is due.  The IRA money continues to grow tax-deferred until taken 
out.  Access to this before 59 ½ without penalty, must use the 72(t) method described above. 
 

 

Other Ways to Contribute 
Age 50 Catch-Up Contributions 
This option may be utilized to help you “catch up” on retirement saving if you will be age 50 or older as of 
the end of the year and you have already contributed the maximum amount by the plan. The IRS catch-up 
contribution limit may vary each year. 
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Special 457 Catch-Up Contributions 
If you do not defer up to the maximum contribution limit in any given year, this provision allows you the 
opportunity to contribution these unused or underutilized deferral amounts in any one, or all, of the three 
calendar years leading up to the year in which you are eligible for normal retirement. The IRS special 457 
catch-up contribution limit is double the normal limit and may vary each year.  
 
Rollover Contributions 
This plan feature allows you to consolidate your retirement savings by “rolling over” vested balances from 
other eligible employees’ plans, including 401/k, 401k, 403(b), and governmental 457 plans, as well as 
Traditional IRAs and employer-sponsored Roth IRAs. These amounts will be credited to your rollover 
contribution source within your plan account.  
 
Please note that you cannot use both catch-up contribution options in the same calendar year and you may 
not exceed the IRS catch-up contribution limits, which may vary each year.   
 
 

Death during DROP Period 
 
If a member suffers a non-service related death during the DROP period, then the joint & survivor (spousal) 
election made by the member at the point of entry to DROP determines whether and in what amount 
monthly benefits will be payable to the spouse. That is, if the member elected a form of payment that 
included a spousal benefit (such as a 50% joint and survivor option), then the monthly benefit payments to 
the surviving spouse will commence based on the terms of the form of payment elected. If the member did 
not elect a joint and contingent spouse option, then monthly benefits will not be payable. The surviving 
spouse and children benefit in the Uniformed Retirement System will be payable.  The designated 
beneficiary will be eligible to receive the balance in the DROP account at the time of death. 
 
If a member suffers a service-connected death (dies in the line of duty) during the DROP period, the 
beneficiary may select one of two options: 

� Option 1 – The beneficiary elects to receive benefits as though DROP participation had not 
occurred. The DROP account balance is forfeited and a monthly survivor benefit commences based 
on the member’s service and compensation through the date of death. 

 
� Option 2 – The beneficiary elects benefits the same as in the case of non-service connected death of 

the member. That is, receipt of the DROP balance and any Joint & contingent option the member 
elected at the time DROP was entered. 

 
In both cases, the surviving spouse and children benefit provided in the Uniformed Retirement System is 
payable. 
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Retirement after DROP 
 

When the three-year DROP period is over, the member must actually terminate employment with the 
County and retire. The member begins receiving a monthly retirement annuity and elects one of the 
options for distribution of the DROP account balance.  The member may elect from one of four options that 
will be provided for distribution of DROP account balances: 

� Distribution of the DROP balance or any portion of the DROP balance directly to member. (Under 
current tax law, this option will be taxed as ordinary income when received and may also be subject 
to a 10% tax penalty if paid before age 50.) 

 

� Rollover to a qualified plan or IRA of the amount of the DROP balance not distributed directly to the 
member as a single lump sum. 

 

� Conversion of 100% of the DROP balance to an additional monthly annuity. The additional annuity 
amount will be based on actuarial conversion factors designed to provide an annuity that (on 
average) will have the same actuarial value as the DROP account balance. 

 

� Conversion of 50% of the DROP balance to an additional monthly annuity and distribution of the 
other 50% either as a direct lump sum or as a rollover or a combination of a direct payment and 
rollover. 

 

� The member begins receiving a monthly annuity based on the retirement benefit accrued at the 
point of entry into DROP. 

 

� Generally the initial monthly annuity received will be equal to the last monthly amount credited to 
the DROP account. 

 

� The monthly annuity will be based on: 
 

� Years of retirement eligible service earned up to the point of entry to DROP 
 

� Conversion of any unused sick leave balance at the time of entry to DROP 
 

� Average final compensation at the point of DROP entry 
 

� The joint and survivor (spousal option) benefit elected at the point of entry to DROP 
 

� Any changes in eligibility for supplemental (pre-Social Security) benefits that occurred during 
DROP 

 

� Adjustments for retiree COLA’s granted during the DROP period. 
 

� Any unused sick leave accumulated during the DROP period will not be converted to retirement 
service and will be forfeited. 

  



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

41 | P a g e  

Tax Considerations 
 
 
Lump or Partial Sum Payment 

� IRS “may apply” a 10% penalty if you are paid before age 50 (public safety only) other employees 
55. What does this mean?  The “may apply” wording allows room for IRS exceptions to the 10% 
penalty.  A public safety employee over age 50 who takes a lump sum DROP distribution when 
terminating employment is an exception, but only upon termination of employment.  A public 
safety employee who rolls over the DROP funds to another plan is not subject to taxation on the 
direct rollover; however, if the person does a distribution from the other qualified plan before age 
59.5 they will probably have to pay the 10% penalty for withdrawing funds from a qualified plan. 
 

� Is taxed as ordinary income in distribution year 
 

� Is subject to 20% withholding Federal Tax 
 

� Is subject to 5% withholding Virginia State Tax 
 

� No 10% penalty, if rolled over and retired over age 55 
 
Roll over funds to IRA or other qualified retirement plan 

� No tax consequences/tax deferred 59 1/2 rule applies 
 
Roll over funds to T-Rowe Price  

� 59 1/2 rule does not apply to salary deferral 
 

� No tax consequences/tax deferred “unless” you take a distribution or payout, then the 10% early 
tax penalty will apply plus Federal and State Tax.   Just say No to withdrawal! 

 
Do yourself a favor if you plan to retire say at “50”, plan according and treat your DROP money as a saving 
account until you are 62. Why you ask 62? It‘s just a nice easy obtainable goal, look what happens below?  
 
An eligible employer plan is not legally required to accept a rollover. Before you decide to roll over your 
payment to another employer plan, you should find out whether the plan accepts rollovers and, if so, the 
types of distributions it accepts as a rollover. You should also find out about any documents that are 
required to be completed before the receiving plan will accept a rollover. Even if a plan accepts rollovers, it 
might not accept rollovers of certain types of distributions such as after-tax amounts. (After-tax employee 
contributions generally are contributions you made from your own pay that were already taxed such as 
contributions made before July 1, 1985 and buybacks or buy-ins of prior service.) If an employer plan 
accepts your rollover, the plan may restrict subsequent distribution. A subsequent distribution from the 
plan that accepts your rollover may also be subject to different tax treatment than distributions from this 
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Plan. Check with the administrator of the plan that is to receive your rollover for specific information prior 
to making the rollover. 

Frequently Asked Questions Regarding DROP 
 
Q. What is DROP? 
A. DROP stands for Deferred Retirement Option Program. The program allows normal service retirement 
members of Fairfax County’s Retirement Systems, the ability to retire for purposes of the retirement plan 
while remaining employed for an additional three years. While participating in DROP, retirement benefits 
accumulate and earn 5% interest per annum, compounded monthly. Participants also receive the same 
Cost of Living Allowances (COLAs) as those received by regular retirees. COLA’s are added to the DROP 
account. 
 
Q. How does DROP Work? 
A. Once you enter DROP, you continue employment with Fairfax County and the retirement benefits you 
would have received if you retired are credited monthly to your DROP account. In addition, your DROP 
account earns interest at an annual rate of 5% compounded monthly. When you exit DROP, the member 
MUST end employment with the County and begin to RECEIVE their retirement benefit instead of having it 
credited to a DROP account. 
 
Q. If a member is eligible to receive a Pre-Social Security Benefit during the DROP period, is that amount 
credited to the DROP account balance as well as the base benefit amount?  
A. Yes. The DROP deferral amount will be the retirement benefit you would have received if you had 
actually retired. 
 
Q. I am within one year of normal retirement eligibility; can I participate in DROP now? 
A. NO. You must be currently eligible for normal service retirement to participate in DROP. Individuals 
within one year of normal retirement eligibility may request an estimate from the Retirement 
Administration Agency to help them decide whether DROP is the correct option for them. 
 
Q. Can I enroll on any date once I am eligible to retire? 
A. DROP enrollments are effective on the first day of a payroll period. 
For exact dates, visit the “DROP Enrollment Dates” page that is accessible from the Retirement Agency’s 
website at www.fairfaxcounty.gov/retirement/pdfs/DROPapp.pdf. 
 
Q. If I decide to participate in DROP, will I continue contributing into the retirement system on a 
Biweekly basis? 
A. NO. Your contributions to the Retirement System will cease upon DROP entry. Consider reallocating that 
money to differed comp, if you are not already hitting the annual maximum.  
 
Q. Will I continue to be eligible for salary increases and leave during the DROP period? 
A. YES. DROP members continue as active employees and receive all other active employee benefits, 
including any benefit improvements that become effective during the DROP period. For example, 
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participating DROP members continue to accrue annual and sick leave during the DROP period and 
continue to be eligible for health, dental, and life insurance as well as the County’s Deferred Compensation 
plan. The deductions for health, dental and life insurance benefits are the same as for active County 
employees. 
Q. Will my health insurance subsidy be based on my years of service at DROP entry date or on my DROP 
exit date? 
A. Your employment service years will continue to accrue while in DROP for purposes of the health 
insurance subsidy. Therefore, the health insurance subsidy will be based upon your retirement eligibility 
service years and the period of time you were in DROP. 
 
Q. Can I request a DROP estimate from the Retirement Agency? 
A. If you are within one year of normal retirement eligibility, you may request an estimate based on the 
requested date you provide us for entering DROP. If you have more than one year to normal retirement 
eligibility, please calculate your own estimated retirement benefit making assumptions about years of 
service and average final compensation, giving consideration to entering DROP versus continuing to earn 
benefit service by visiting our website at www.fairfaxcounty.gov/retirement. Call 703-279-8200 or visit the 
Retirement Agency website for an Estimate Request form. 
 
Q. If I want to find additional information to help me decide whether DROP is a good choice for me, what 
can I do? 
A. Visit the Retirement Agency’s Internet website and click on“Active Employees” under the system in 
which you are a member. Choose “DROP” from the menu. If you are within one year of DROP entry 
eligibility, you may request a DROP counseling session with one of the Retirement Counselors. 
 
Q. Where can I find the DROP estimator on the Internet? 
A. Visit www.fairfaxcounty.gov/retirement and click on “Member Area: Secure Log In”. Once you have 
logged in to Web Member Services, click on “Benefit Estimator”. From this screen, choose “DROP 
Contribution”. On the next screen, you must enter your beneficiary information to continue. 
 
Please Note: To receive accurate information in the Joint &Survivor calculations, you must use the actual 
date of birth for your spouse. Dates of birth for any other beneficiaries will give you false assumptions in 
the J&S calculations. 
 
Q. What happens to my Sick Leave upon DROP entry? 
A. Your sick leave balance at the time of entry into DROP is used to calculate your retirement creditable 
service. You may choose to hold back up to 40 hours of your sick leave balance to allow you to begin the 
DROP period with sick leave available. 

 
Q. What if I enter DROP and then change my mind? 
A. Your election to enter DROP is irrevocable following the effective date. A member who has submitted an 
election to enter DROP may only rescind that election prior to the effective date of entry into DROP. If you 
withdraw your DROP application prior to DROP entry, you will not be able to participate in DROP for a period 
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of at least 12 months from the date you withdraw your application. The member is expected to work the full 
term of the DROP period. However, at any time during the DROP period a member may resign from the 
County or be terminated. Once you are no longer employed, you must choose one of the options for receiving 
your account balance and your monthly retirement annuity. 
Q. When I terminate employment at the end of DROP, what happens to my DROP account balance? 
A. You must decide whether to receive the balance of the DROP account either in the form of a lump sum 
distribution, direct rollover to deferred comp or another qualified plan (or IRA), or elect to use 50% or 100% of 
your DROP balance to increase your monthly annuity for life. 
 
Q. If I elect the lump sum option at the end of my time in DROP, will I pay taxes on that amount? 
A. Yes, the distribution is subject to at least 24% withholding for federal and state tax as ordinary income. 
Additionally, if the member is under the age of 55 (age 50 for public safety employees) when they exit DROP, 
an additional 10% penalty MAY be imposed by the IRS. Taxation may be deferred by a direct rollover to 
another eligible retirement plan or IRA. 
 
Q. Why would I want to participate in the DROP lump sum option if it is taxable? 
A. There are various reasons for wanting a lump sum distribution.  
FOR INSTANCE:  The DROP account balance could help make a large purchase. The timing for receiving a lump 
sum might be perfect for paying your child’s college tuition payments. The lump sum could help you pursue 
your own personal business venture by providing much needed start-up funds. 
 
Q. If I enter DROP in October, meaning I would terminate employment in October three years later, can I 
defer doing anything with the DROP account until after January 1st? 
A. NO. At least 60 days prior to the conclusion of your DROP period you must make an election on how you 
want the balance distributed or it will automatically be distributed as a lump sum at the end of the DROP 
period. To avoid taxes being withheld, you must roll over the DROP balance to an IRA or other qualified 
retirement plan. The deferral comp plan with Fairfax County is a qualified plan.  
 
Q. If I want to increase my monthly annuity at the end of the DROP period, how can I do this? 
A. You have a choice to increase your monthly annuity by using 50% or 100% of your DROP balance towards 
the purchase of an increased annuity. Once you select the amount of your DROP balance you want to use, the 
Retirement Administration Agency will calculate your new monthly retirement annuity. 
 
 
Q. If I elect to take cash out, can it be any amount? Or does it have to be either 50% or 100%? 
A. Any amount can be cashed out and the rest of the amount can be rolled over to a qualified retirement plan. 
If you use 50% of your balance to increase your annuity, the other 50% can be divided in any percentage 
between cash and a rollover to an IRA or other qualified retirement plan. 
 

Q. As I know nothing about IRAs and annuities, can you tell me where I can go to learn about these? 
A. Contact a Certified Financial Planner or get information from your bank, financial services firm, or the 
Internet regarding IRA options. 
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Q. What happens if I become disabled during DROP? 
A. Should you become disabled, and are awarded a non-service connected disability during the DROP period, 
the monthly benefit will be paid to you and you are eligible to receive the balance of the DROP as of the 
effective date of disability. Should you become disabled during the DROP period and awarded a service-
connected disability, you have a choice of either taking the DROP account balance plus the normal service 
retirement benefit or forfeiting the DROP account balance and taking a service-connected disability benefit as 
though DROP participation had not occurred. 
 

Q. What happens to my sick leave at the end of DROP? 
A. If you don’t use all of your sick leave then you have 2 options: 1) You can donate the leave to a member in 
need.  2) You can donate the leave and payroll will hold it for a period of up to one year and give it to a 
member in need. 
 

Q. What happens to my account balance if I should die during the DROP period? 
A. If you die during the DROP period and your death is not service connected, 
the Joint and Last Survivor (J&LS) option election made by the member at the point of entry to DROP 
determines the monthly benefits payable to the spouse. If the member did not elect a J&LS option, monthly 
benefits will not be paid. Instead, your designated beneficiary will receive the lump sum balance of the DROP 
account following your death.  
 

If your death is Service-Connected, the beneficiary may select one of two options: 
 

OPTION 1 – The beneficiary may elect to receive survivor benefits as though DROP participation had not 
occurred. 
OPTION 2 – The beneficiary may elect benefits the same as in the case of non-service-connected death of the 
member. 
 

You MUST make a Joint and Last Survivor election when you enter DROP. You may NOT defer a Joint and Last 
Survivor decision to the end of the DROP period. 
 

Q. How long will DROP be available? 
A. The Sunset Provision was removed from the DROP in October of 2010. There is currently no end date to the 
provisions of the DROP in Fairfax County. 
 
If you choose a Direct Rollover: 
 

� Your payment will not be taxed in the current year and no income tax will be withheld. 
 

� You choose whether your payment will be made directly to your traditional IRA or to an eligible 
employer plan that accepts your rollover. Your payment cannot be rolled over to a Roth IRA, a Simple 
IRA, or a Coverdell Education Savings Account because these are not traditional IRAs. 
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� The taxable portion of your payment will be taxed later when you take it out of the traditional IRA or 
the eligible employer plan. The later distribution may be subject to different tax treatment than it 
would be if you received a taxable distribution from this Plan. This will be based on your tax situation. 

 
 
 
If you choose to have a Plan payment made directly to you: 
 

� You will receive only 80% of the taxable amount of the payment, because the Plan Administrator is 
required to withhold 20% of that amount and send it to the IRS as income tax withholding to be 
credited against your taxes. 

 
� The taxable amount of your payment will be taxed in the current year. If you receive the payment 

before age 59½, you may have to pay an additional 10% tax. Contact IRS for rules. 
 

� You can roll over all or part of the payment by paying it to your traditional IRA or to an eligible 
employer plan that accepts your rollover within 60 days after you receive the payment. The 1099R 
from our agency will show that amount as taxable and you will have to submit IRS forms with your tax 
return to declare the amount rolled over within 60 days as not taxable. 
 

� If you want to roll over 100% of the payment within 60 days to a traditional IRA or an eligible employer 
plan, you must find other money to replace the 20% of the taxable portion that was withheld. If you roll 
over only the 80% that you received, you will be taxed on the 20% that was withheld and that is not 
rolled over. 

 
Additional 10% Tax Possible If You Are under Age 59½ 
If you receive a payment before you reach age 59 ½ and you do not roll it over, then, in addition to the regular 
income tax, you may have to pay an extra tax equal to 10% of the taxable portion of the payment. The 
additional 10% tax generally does not apply to (1) payments that are paid after you separate from service with 
your employer during or after the year you reach age 55 (age 50 for Public Safety Officials), (2) payments that 
are paid because you retire due to disability, (3) payments that do not exceed the amount of your deductible 
medical expenses. Contact IRS and see IRS Form 5329 for more information on the additional 10% tax. 
 
Special Tax Treatment If You Were Born before January 1, 1936  
Contact IRS for information or publications about any special treatment if you were born before 1936. 
 
Payments that cannot be rolled over After-tax contributions  
If after-tax contributions were made to the Plan, these contributions may not be rolled over. (After-tax 
employee contributions generally are contributions made that were already taxed such as contributions made 
before July 1, 1985 and buybacks or buy-ins of prior service.) These will be paid directly to you and will not be 
taxable as they have already been taxed. 
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Direct Rollover 
A Direct Rollover is a direct payment of the amount of your Plan benefits to a traditional IRA or eligible 
employer plan that will accept it. You can choose a Direct Rollover of all or any portion of your payment that is 
an eligible rollover distribution. You are not taxed on any taxable portion of your payment for which you 
choose a Direct Rollover until you take it out later. In addition, no income tax withholding is required for any 
taxable portion of your Plan benefits for which you choose a Direct Rollover.  The rollover to an eligible 
employer plan is not available to beneficiaries other than surviving spouses. 
 
Direct Rollover to a Traditional IRA.   
You can open a traditional IRA to receive the direct rollover. If you choose to have your payment made directly 
to a traditional IRA, contact an IRA sponsor (usually a financial institution) to find out how to have your 
payment made in a direct rollover to a traditional IRA at that institution. 
 
Direct Rollover to an Employer Plan- Available to former employees or surviving spouses only -  
If you are employed by a new employer that has an eligible employer plan and you want a direct rollover to 
that plan, ask the Plan Administrator of that plan whether it will accept your rollover. An eligible employer 
plan is not legally required to accept a rollover. If the employer plan accepts your rollover, the plan may 
provide restrictions on the circumstances under which you may later receive a distribution of the rollover 
amount. Check with the Plan Administrator of that plan before making your decision. 
 
Surviving Spouses and Other Beneficiaries 
If you are a surviving spouse you may choose to have a rollover to a traditional IRA or to an eligible employer 
plan or paid directly to you. If you have the payment paid to you, you can keep it or roll it over yourself to a 
traditional IRA or to an eligible employer plan. Thus, you have the same choices as the employee. A 
beneficiary, other than a surviving spouse cannot roll over a refund to an employer plan. If you are a surviving 
spouse or another beneficiary, your payment is generally not subject to the additional 10% tax, even if you are 
younger than age 59½. 
 
Virginia State Tax Withholding Rules 
The State of Virginia requires withholding at the rate of 4% on any refunds where federal tax has been 
withheld unless you indicate on the attached form that you are not subject to Virginia state taxes as you are 
not a resident of Virginia. 
 

Leave Donations Existing DROP  
 
Many personnel retire with sick leave balances who are “exiting” under DROP. As you know, the sick leave is 
forfeited upon separation.  
 
Please consider donating sick leave as you retire from the organization. All amounts donated will go to 
personnel within the Fire and Rescue Department who qualify under the Leave Transfer rules and regulations. 
Contact payroll for more information 
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XIII. ADVICE FROM HUGHES FINANCIAL SERVICES, LLC 
 
 

 
 
 
There have been a lot of questions about taking money out of your 457 and DROP plans. I asked Scott Hughes, CFP®, 
MBA, of Hughes Financial Services, for his response to this question: 
 
  
"How Qualified Public Safety Employees who retire early may access the funds within their 457 Deferred 
Compensation and DROP accounts ..." 
 
 
Many Public Safety Employees retire prior to the traditional retirement age. It’s important to be aware of the rules 
pertaining to accessing your 457 plan and DROP accounts. 
 
We encourage clients who have retired but may need funds in their 50’s to strongly consider taking withdrawals from 
their normal savings first, a 457 Deferred Compensation Plan second, and other retirement vehicles third. We also 
suggest that our clients strongly consider all of the tax implications and their long-term retirement needs prior to 
making a distribution. Finally, please consult with your tax professional and financial advisor prior to making any 
distribution.  
 
457 Deferred Compensation assets are available at the time of retirement or separation of service. This type of 
account is unique in that it is not restricted by the age 59½ provision. Other types of retirement plans (i.e., traditional 
and rollover IRAs, 401(k)s, 403(b)s, 401(a)s) will have a 10% tax penalty for withdrawals prior to age 59½; 457 
Plans do not. Please keep in mind that withdrawals from a 457 Plan are taxed at your normal income tax bracket 
unless they were contributed under the Roth provisions which have a different set of rules.  
 
Deferred Retirement Option Plan (DROP) rollovers are considered 401(a) assets and the age 59½ restriction does 
apply. If an employee elects to rollover their DROP funds to a 457 Deferred Compensation Plan, the plan provider 
should segregate that source into a separate pool and treat it as a 401(a) even though it will appear as part of the 
457 Plan on a client's statement. The actual rollover from the pension plan to the retirement account is a non-
taxable event if handled properly. 
 
If an employee elects to rollover DROP funds to a self-directed Individual Retirement Account ( IRA), those funds 
are considered IRA assets and subject to the rules and restrictions of IRAs. The actual rollover from the pension 
plan to an IRA is a non-taxable event if handled properly. 
 
You may be a member of a plan that allows you to make different combinations of elections for the one-time 
treatment of your DROP funds: 
 

I. Rollover to a retirement plan such as an IRA or 457 
 

II. Increase of your monthly annuity 
 

III. Cash-out distribution; if you are under the age of 59½, a 10% tax penalty may apply 
 

IV. Combination of more than one of the above  
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There are some exceptions to the 10% tax penalty and they include: 
 

 Pension Protection Act of 2006: Allows qualified public safety employees such as police, fire, emergency 
medical services for state and municipal employees  to receive distributions from plans like DROP who retire at 
age 50 or older without a 10% tax penalty. Keep in mind that while this means you are treating the DROP as a 
cash-out and avoiding the 10% tax penalty, you are still fully subject to taxation on that distribution. Consider all 
sources of taxable income and determine if the tax bill on the distribution justifies the lump sum cash out. Don't 
be TOO patriotic! 

 
 SEPP (Substantially Equal Periodic Payments), IRS Section 72(t)(2): Requires substantially equal payments 

over your life expectancy or the life expectancy of your designated beneficiary. Payments must continue for at 
least five years or until you reach age 59½, whichever is longer. There are three different ways to calculate this 
and I highly encourage you to consult with a financial advisor to explore this further. This can provide an annual 
distribution for at least five years and in many cases, reduce your overall tax burden that the one-time 
distribution would have assessed. 

 
 Code 72(t)(2)(A)(v): allows for a 10% tax penalty exceptions for employees retiring at age 55 or older from 

401(a) plans. This would include DROP. If a participant aged 55 or older rolls the funds from a qualified 
retirement plan such as DROP to the 457, they seemingly would be covered under this provision. However, it’s 
imperative to make sure the custodian, such as T. Rowe Price, codes all assets properly. In this event, I would 
seek the professional advice of a qualified tax preparer such as a CPA. 

 
 The Defending Public Safety Employee’s Retirement Act: May allow qualified public safety employees to rollover 

proceeds from a defined benefit plan to a 457 and subsequently withdraw proceeds without a so. 
 
 Death 

 
 Disability 

 
In conclusion, I highly encourage anyone considering making large distributions to project the taxes that 
will be due on that distribution. Taxes withheld at the time of the withdrawal are not the actual taxes that 
will be due on April 15th. Often, when a client considers a large lump sum distribution and they view their 
projected tax bill, they change their mind about the distribution. In some scenarios, they may avoid the 
10% tax penalty but the act will push their family's tax bracket so high they will lose almost half to federal 
and state taxes. As the federal government has a large deficit and will not stop you from making this 
mistake, we believe there are better ways to approach this. Please consult with a tax professional or 
financial advisor to consider the tax impact on your own financial situation. 
 
For younger retirees who may need the funds, we have found a more sensible approach in which you consider 
withdrawals from your savings first, withdrawals from a 457 Deferred Compensation Plan second, and 
withdrawals from other retirement accounts last. 
 
As a Financial Advisor, I would highly encourage my client to avoid spending down their retirement assets 
while still in their 50’s unless absolutely necessary. This can be a small mistake on a large amount of money 
that may be needed later on in their retirement. 
 
 
Scott Hughes, CFP®, MBA, is a Managing Partner & Financial Advisor at Hughes Financial Services, LLC 
(Herndon, VA). For over 23 years, he has worked with individuals and families in or nearing retirement to 
provide comprehensive solutions that help build, manage and distribute their assets. Hughes Financial 
Services, LLC, is an independent Registered Investment Advisor specializing in retirement planning for 
employees and retirees from various local municipal governments, educational systems and not-for-profits. 
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Annuity Options 
 
What is an annuity? An annuity is an insurance product that pays out income, and can be used as part of a 
retirement strategy. Another way of saying it’s a contract with an insurance company. You give a lump sum 
and its pays you a certain amount for the rest of your life. Check another tool to see how long you think you 
may live to help with these decisions (life expectancy) (http://www.livingto100.com/).  If you use the county 
annuity we use our DROP money to purchase the increase in our monthly paycheck. If you choose the Joint & 
Survivor, your spouse will receive the added benefit for the rest of their lives as well. 
 

You have choices, when you run your Retirement Benefit Estimate you will notice your choices under DROP 
exit.  100%, 75%, 66.67% and 50% or you can split your money and take half in county annuity and half cash or 
rollover.  Cola’s are not in the numbers nor is the 5% interest you accumulate.   
 

What happens to your Fairfax County annuity if you and your wife pass away (ex: car accident) and you are 2 
years into your annuity?  This will be a great question to ask the retirement agency? The answer, the county 
keeps the remaining balance – remember you are purchasing an insurance policy.   
 

DO NOT GET UPSET BECAUSE YOU CANNOT GET ACCURATE NUMBERS, THERE ARE MANY FACTORS THAT GO 
INTO THE FORMULA 
 

What are most folks doing? They are either rolling over their funds into T-Rowe Price or another qualified plan 
like an IRA, Pension Max (discussed below).  
 

Joint and Last Survivor Benefits 
 

Retiring members of the Uniformed Retirement System (Normal, Early Service, Deferred Vested, or any type 
of Disability) may elect a Joint and Last Survivor Option, which entitles the surviving spouse to receive all or a 
percentage (50%, 662/3%, 75% or 100%) of their base retirement benefit (not including the Pre-62 supplement 
or the Pre-Social Security Benefit) after their death. If the Joint and Last Survivor Option is elected, the 
retiree's benefit will be reduced. The amount of reduction depends on the difference in age between the 
retiree and his or her spouse (see chart below). A partial year is not considered a difference in age. If the 
spouse should pre-decease the retiree (or in the case of divorce where the benefit is extinguished), the 
retiree's benefit will be increased to what it would have been if no option had been elected. 
 

Death after Retirement - Return of Contributions 
Upon your death after retirement, your contributions plus interest, less any system benefits you received 
before death will be paid to your beneficiary unless a spouse retirement allowance is applicable.  To change 
beneficiaries for retirement: 

http://www.fairfaxcounty.gov/retirement/pdfs/ben_change.pdf 
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Spouse Receives Chart 

 

  

   Self Explained 

Uniform retirement system 
does not use this column 

 

This column shows the amount the spouse will receive if you pass 

 

The chart above is the first one you will see once you go online and view your retirement statement via the 
retirement Agency website.  The choice you make with your Joint & Survivor benefit has to match each of 
the other payment options.  

Just remember the bucket you choose to rollover your DROP money has its own set of tax rules so do your 
homework before rolling your money into that Bucket! 

Example: If you choose Joint & Survivor 50% your other choices have to be 50% you cannot choose 75% on 
the other benefit choices as you will see on the next 2 pages. 
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Gross Pay Chart 

 

 

 

 

 

 

 

 

 

 

      

               The Normal Retirement you will receive  

      Your pre-social security amount 

       

          Total Benefit Amount 
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Lump sum depending on the payment 
option you choose. 

Drop Account Chart 3 Choices 
 

 
 
  
          
        
     
     
 
 
 
 
 
 
 
 
 
Example: If you pass using 50% Joint & Survivor Option. Refer back to the Spouses Chart under Surviving 
Beneficiary $3025.57 then you look above at the 50% Annuity row and follow over to the $1326.69 and minus 
50% of this is $663.35.  Now add Surviving Beneficiary $3025.57 plus $663.35 = $3688.92 this is the amount 
your spouse will receive in this example.  
 
Important note: If both the retiree recipient and the spouse together die i.e., MVC or when the spouse 
receiving the surviving benefit dies, any remaining money in the DROP, regardless of the amount, is 
surrendered. The remaining sum is not willable, it is lost. 
 
 
  

If you take half your DROP to increase 
your monthly benefit.  Use the example 
below to determine spousal benefit if 
you pass. 

Built in options for this column include 
Cost of Living raises, Payable lifetime 
transfer to spouse upon death but not 
Single Life Annuity 
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Life Insurance as an Alternative to Joint & Last Survivor Benefits 
 
Members have different opinions about this subject area. At the end of the day your choice will make you and 
your spouse feel secure, comfortable and fits your personnel needs. Term insurance is the big winner with 
most instead of Joint & Survivor and some will combine the two options to feel secure. 

� Joint & Survivor – does cost you a fee $500-$1000+ depending on your choice per month  
 

� Can you cancel the Joint & Survivor? Answer is NO once you make the choice this is for life 
 

� Life insurance can be cheaper depending on your health, keep in mind as well the benefit money is tax 
free when you pass. 
 

� Keep in mind most polices are 20 and 30 year terms also if we retire early say, around 52 years old now 
you are 72 or 82 depending on your policy and you are still alive. Your policy has expired and yes the 
grim reaper just showed up and your dead. Now your spouse receives zero. Hopefully everything was 
paid off and she/he has other income. 
 

� Another option you have is what is called Pension Max. This is another insurance program that can 
replace your Joint & Survivor it can combine term insurance with universal life or just have universal 
life. This program is rather expensive but gives you life time benefits for you and your spouse. 
 

� This is where planning comes into focus for our younger members. If they decided to take the Pension 
Max route there is a big difference in premiums at a young age.  For a better explanation of the 
program Google Pension Max. 

 

 
 

“Not sermon just a thought…” 
-Lon Solomon 
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John Gleske Thoughts about Spousal Benefit   
 
Before everybody jumps on the term life band wagon, let me point out a few things about the spousal benefit. This 
information came from my financial advisers after closely examining my specific situation so some of these points may 
not apply to you. Term life insurance is designed to pay off all debt and expenses and maybe provide a little extra cash at 
the time of death. Benefits over 500K become very expensive and the fine print gets more comprehensive. The spousal 
benefit is designed to continue your retirement income (all or some) for your spouse if you pre-date her in death. I 
checked into term life insurance and decided on a 500K policy at the prompting of one of my co-workers. The cost was 
cheaper than the spousal benefit, BUT. At the time of my retirement I had high blood pressure and I was pre-diabetic 
due to obesity (exercise has eliminated both of those). The fine print said the policy did not cover accidental death (an 
additional rider would add that) and it also said in the legal jargon that it would not cover death resulting from any 
medical conditions that existed at the time the policy was signed.  
 
So, what kinds of death does high blood pressure and diabetes cause? The more important question, what cause of 
death would occur from something other than accidental, high blood pressure or diabetes? In addition, if you corrected 
those conditions with diet and exercise and still died as a result of, say, a heart attack, the policy wouldn't pay because 
high blood pressure can cause a heart attack. So the term life in my case wasn't such a good deal because the chance of 
them paying wasn't good. Another thing, the max term I could get at age 49 was 20 years. That would take me to age 69. 
Keep in mind that term life insurance is not designed to provide you with a benefit, it is designed to make money for the 
insurance company.  
 
Now the spousal benefit. My wife did not have a job outside of the home. Her job was raising four children while I 
pursued the career I loved. Most of you who know me know that I worked a ton of overtime in any capacity it was 
offered. I couldn't have done that without her. So, my advisers recommended I take the 100% spousal benefit because 
my wife had little social security and basically no income if I were to die (other than retirement savings). She would only 
have (maybe) the 500K from a term life policy. In addition, if she out lived me by five years, the spousal benefit would 
more than exceed a 500K payout. If she outlived me for 10 years, that would be well over one million. You get the point.  
 
The cost of the spousal benefit (for me) was worth having a guaranteed, no questions asked, income for my wife for the 
rest of her life. Even if we divorced I wanted that for her. If she were to die before me, the payment of the spousal 
benefit stops and my retirement goes back up. So here are some considerations for your situation: Does your spouse 
have a job that provides a retirement for them? Has your spouse worked most of their life in that their social security 
payout would be higher? Are you young enough that you are likely (or hopeful) that you will outlive a 20 year term 
insurance? Do you have a medical condition that could prevent the policy from being paid? Are you likely to have the 
same spouse in your retirement life? Is there a possibility that your spouse may out live you? Remember the spousal 
benefit comes in various payouts: 100%, 75%, 66.6%, 50%. You can choose the one that best fits your needs and cost.  
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Q&A about considering Joint & Survivor? 
 
I want to include your opinions in the updated guidebook. For folks entering the drop when it came to your 
joint and last survivor benefit choice no matter the percent. What was some key thoughts you and your 
spouse or single person thought about for your choice? Example: spousal security, my spouse had their own 
pension, life insurance cheaper, folks living longer ETC… Key words are just fine ....  
 
Please read the thread below very interesting to read other people’s views…  
 
Wally Johnson - Ca - After looking at the options, and speaking with my financial adviser, l chose the 50% 
spousal benefit option. I had a 20 year term life policy that would cover me until I turn 65. I took out a 30 year 
term policy when I entered the DROP, which will cover me until age 85. I was able to get an excellent rate on 
this 30 year term policy though Select Quote, and fortunately I am in excellent health. My wife will get a VERY 
small pension which didn't even figure into our thoughts. Everyone's situation is different and you have to 
weigh the options. You should really speak with a financial adviser, because the retirement office will not (and 
can't) give you advise. 
 
Greg Lange - Two perspectives. Spousal benefit will grow via colas over the life of the benefit to the spouse. 
While a life insurance pay out upon my death will be tax free. Went with no spousal benefit and 1 million in 
life insurance through 3 policies. I expect her to bump me off any day now 
 
Thomas Biller - How would an attack on our pensions hurt my spouse if I were gone and she only had the 
spousal benefit? If she would be impacted, maybe diversification is better because of the changing political 
climate and the pension attacks we are seeing 
 
Mcgill Ryan - I like Thomas Biller s point! That being said I think the decision comes down to how well we 
prepared for retirement. If we invested in our 457, have life insurance policies and maybe other investments it 
might be a good idea to continue diversifying your holdings. In the end it's going to be a personal decision 
based on your financial well-being when you go into retirement 
 
Richard Merrell - Term Life Insurance (big policy) and pocket the monthly annuity. @TB Term life payout won’t 
affect pension attack.  CA - input this is great objective just remember you have to be discipline here not to 
spread it as you save it.  
 
Richard Merrell - Remember, we are not looking to make our family rich by our death.....just keep them whole. 
 
Richard Merrell - Never be worth more dead, than you are alive. Take care of your family but not so much they 
dont have to take care of themselves 
 
Mike Regan - Nontaxable is not always nontaxable. It may depend on what the estate tax is when you go and 
which state you’re in. the policy may add to the worth of your estate, make sure you get it right! 
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Richard Merrell - South Carolina vs. North Carolina is a big difference in taxing. Colorado vs. Washington is a 
big difference in taxing 
 
Tom Zirkle - Term life payed to a beneficiary with post tax monies is payed outside of probate and said person 
estate and is normally tax free but double check with an insurance professional that has the heart of a teacher 
and not a salesman...Cash Value Policies and annuity's thru a bank or insurance company are horrible 
investments 
 
Keith Morrison- I want to make sure nothing changes for my wife and family financially. I don't trust insurance 
companies it is that simple. I know at this point and time if I die that my paycheck will still come in and my 
family will be just fine. Plus by taking the annuity it will help offset healthcare costs and get COLAs on top of 
that. I have some insurance as well but we have an incredible pension plan that many can only dream of... Not 
a Sermon, Just a Thought! Thx CA for taking this on every year, true blessing!  
 
Larry Collier - Keith, be careful w/ annuities, there is no wiggle room or adjusting once you start it. Life changes 
as time moves on and sometimes what you thought was good can change quickly. You are in a position where 
you can diversify. Talk to a ' certified ' financial planner, not just one but several.  
You always want options, it’s hard to believe but I am in my 10th year of retirement and have put in a lot of 
time trying to stay ahead.  
 
Summary – At the end of the day it is up to you and your family to make the decision, but I know this much 
you are informed now. Key words to think about for your family; security, heredity (how long do you think you 
will live), discipline (can you save if you choose the life insurance). Be sure to discuss all these options in 
advance because once you sign that is it no changes.  
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Retirement Questions to Consider  
 
 
A couple of members have sent me questions that are getting ready to retire.  I have recorded these questions for 
inclusion in this manual.  
  
Q.  If you work only one or two days in your final pay period, will you get paid for the entire period or have 
to take leave for the balance of the period?  
A.  Captain I and up would get paid for the entire pay period.  Lieutenants and below get paid for whatever 
hours are coded on their T&A, whether it is work or leave. 
 
Q.  If a holiday falls in your final pay period, how will you get paid for the holiday?  
A.  It all depends on how it is coded.  If they code pay, then obviously they would get paid for it.  If they coded 
compensatory time earned, then the hours would get added to their comp balance, which they will get paid 
out two weeks after their last paycheck for hours coded. 
 
Q. If you retire say January 4th middle of pay period does your health insurance continue until the end of 
pay period or end of the month before you must start paying for it?  
A.  You would have health coverage until the end of the month. 
 
Q. If you have your spouse’s insurance can you join the Counties Plan?  
A. Provided you are not retiring the same year as you enroll in the plan, open enrollment is usually November. 
If you are going to retire the following year you are fine benefits take effect Jan 1st, but if you retire the same 
year say Dec 31st then you should have signed up last year during open enrollment to have coverage this year 
and into retirement.  

 
 

 
When I was young I thought that money was the most important thing in life; now that I am old I know that it 

is.  
-Oscar Wilde 
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Post-Retirement Benefits 
Benefits via the County and Personal Dues 

� Health Insurance  
� Life Insurance 
� Long Term Care (Private) The County no longer offers a policy 
� Union Dues 
� Retirement Dues 
� Dental Insurance  

 

Health Insurance 
Let’s start at the top with health insurance; most people have kept the county insurance.  I only had one 
person that I spoke with who purchased a separate policy, with the reason being that it was cheaper. My 
personal views on this, and others I spoke with agreed, that this is not a good idea. Why you ask? 

� Private polices are much cheaper depending on your health “YES” but then something happens, then 
the policy tends to increase dramatically not to mention the higher deductibles. 

 

� A few had policies with their spouses which was great.  
 

Please remember you are responsible for 100% of the costs of the county health insurance once you separate 
from the county.  Subsidy for retirees for 2016 is below: 
 

 
For the most up to date Health and Subsidy information go to the county retirement page, the page above is 
located at http://www.fairfaxcounty.gov/retirement/pdfs/subsidy2013.pdf. 
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Death and Family Continuation of Coverage 
Suppose an employee retired and if they chose NOT to elect the spousal benefit (reservations about its cost), 
the member has passed away and it has been five years after retirement date or separation from DROP.  The 
employee carried the health insurance for their family through the County.  Upon the member’s death, will 
their family still have the ability to continue to receive health insurance from a company that provides it 
through the County? 
 
Conflicting answers pertaining to this question.  One states that all benefits cease upon the employee’s death 
if they did not choose to elect the spousal benefit.  Another claims the employee’s will still be able to stay with 
the county health insurance, but the employee’s spouse would have to send in a check to cover the expense of 
the coverage or arrange to have the cost of the premium (100% of the cost of the insurance) covered by some 
means. 
 
Answer from Benefits  
Your family is allowed to continue any coverage in place at the time of your death.  If you have elected a 
surviving spouse option, the premiums can be deducted from the check your spouse receives and your subsidy 
will continue to be applied.  In the event you do not elect the surviving spouse option, your covered 
dependents can continue to be covered and your spouse can make payment arrangements directly with the 
retirement agency; however, she will not receive a subsidy.  Please refer to the following statement from 
retirement’s publication called “Preparing for Retirement”:  

http://www.fairfaxcounty.gov/retirement/pdfs/u_handbk_reg.pdf 
  
 Below is from the Manual 
If you keep your health insurance coverage through Fairfax County, the County will pay a subsidy toward the 
cost of your County health insurance premium. The health insurance subsidy is calculated according to age 
and years of service. The subsidy amounts can be found on the Retirement Agency website under the “Retired 
Employees” drop-down menu under “Open Enrollment”, and are also attached to the rate charts. 
 
If you retire with an ordinary disability, your subsidy will be effective at the time of retirement and will be 
calculated based on your age and years of service. Service connected disability retirees are eligible to receive 
the maximum subsidy at the time of retirement. 
 
If you should die after retirement, and have retired on a regular service retirement, your surviving spouse 
and/or dependents may continue to be covered by County health insurance only if they were covered by 
County health insurance at the time of your death. If your surviving spouse receives a survivor’s benefit (see 
section on Joint and Last Survivor’s Benefit), the premiums will be deducted from your surviving spouse’s 
retirement check. If you were receiving a subsidy at your death, your surviving spouse will continue to receive 
it if he/she is over age 55. If you were not yet eligible, or if your spouse is under age 55, your widow/widower 
will begin to receive your subsidy amount when he or she turns age 55. 
 
If your surviving spouse does not receive survivor benefits from the County, he or she may continue to be 
enrolled in the health insurance plan by sending a check for the premium (payable to County of Fairfax) to the 



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

61 | P a g e  
 

 

Retirement Administration Agency each month. These surviving spouses are not eligible to receive the health 
subsidy.  Surviving dependents may also continue to be enrolled in the health insurance plan by sending in a 
monthly check for the premium until they turn age 26 or lose their status as an eligible dependent. 
 
If you have questions or problems with your health insurance, call the plan’s customer service representatives 
directly. If you want to make changes to your coverage, contact Department of Human Resources Benefits 
Division at 703-324-3311.  
 
 

County Health Insurance and Medicare Coordination of Benefits 
 
Retirees who carry County health insurance should apply for Medicare Part B three months prior to their 65th 
birthday and submit proof of coverage to the Benefits Division as soon as they receive their card. Those who 
forget or those who choose not to accept Medicare Part B will lose their county health coverage.  Remember, 
while you have to pay for Medicare Part B, those retirees enrolled in one of the county health plans, with 
Medicare coverage, receive a lower rate.  After a retiree receives Medicare coverage, Medicare becomes the 
primary source for payment of claims, and the Fairfax County Group (FCG) health plan becomes secondary.   
 
Having both types of insurance gives retirees the best possible coverage for health and prescription 
expenses.  Prescription payments stay the same as they were when you were an active employee, where you 
are only responsible for co-insurance for each of your eligible prescriptions.  Keeping your County health 
insurance precludes any need for a retiree to participate in Medicare Part D.   
 
With regard to your health insurance expenses, once a claim has been filed with Medicare, it goes to your 
secondary insurance company with a copy of your Medicare Explanation of Benefits (EOB).  As long as you visit 
a doctor who participates with your secondary health insurance company, your bill will be submitted first to 
Medicare and then on to CareFirst or Cigna for any additional consideration.  If you should happen to go to a 
doctor who does not participate with Medicare, your claim must still be filed through Medicare first, and then 
any denial and EOB will be forwarded on to your secondary insurance company for consideration and payment 
by them.  If, for some reason, you have visited a doctor who participates with Medicare, but is NOT one of the 
County’s plan participants, you may be financially responsible for any amount not covered by 
Medicare.  Please make sure to ask questions BEFORE your visit, about what types of insurance your doctors 
participate with.   
For a complete explanation of how this Coordination of Benefits will work for you, contact your plan’s 
membership service center.  There are many County retirees who chose not to keep their County health 
insurance at or after retirement.  Those individuals may be relying on Medicare alone, or they may have other 
secondary insurance not provided through one of the County’s group plans.   For them, any amount not 
covered by Medicare becomes their responsibility to pay, in its entirety.  You may want to check with your 
individual insurance carrier for how they coordinate any coverage you have with Medicare.  
 
Be careful when you turn Medicare age, you will think you hit the lottery. Every insurance company in the 
nation will be sending you information on their policies to cover Part B and many other choices. Remember 
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the old adage (insurance-itis) DON’T DO IT UNLESS YOU ARE INFORMED.  
 
If you have not started receiving social security you will have to make another major decision should I wait or 
start taking my money. Will this is nothing more than a personal decision.  
 
Life Insurance 
If you decide to keep the county life insurance be aware once you retire the benefit reduces to 65% of the 
amount that was in effect immediately prior to the date of your retirement if it has not already been reduced 
due to attainment of age 65 as an active employee. Once you reach 70 coverage is reduced to 30%.  
 
This is one of those times you need to be proactive and think ahead if you want to have a life insurance policy 
for you and your family. Most agree, the county policy is off the table when they retire, they purchase from an 
outside company much cheaper and more coverage.  
 
Dental 
Retirees who do not currently have dental coverage may not enroll. You can find specific benefit details on 
Fairfaxnet:  Fairfax County Fire & Rescue Retirement Association (http://fcfrra.com) or Local 2068 
(http://pfffairfax.org/). 
 

Major Tax Deduction for Retirees  
August 4, 2006 – The IAFF has won an unprecedented congressional victory in the successful passage of its 
HELPs retiree health care proposal and the elimination of early withdraw penalties from Deferred Retirement 
Option Program (DROP) accounts.  “The joint passage of HELPs and the DROP language represent the most 
significant financial benefits ever provided by Congress exclusively to the nation’s fire fighters and other public 
safety employees,” says IAFF General President Harold Schaitberger. “It is an enormous achievement.” 
 
Beginning in 2007, all current and future public safety retirees receive a $3,000 tax credit towards the cost 
of health insurance or long-term care insurance premiums. Depending on the retiree’s tax bracket, this 
equals tax savings of between $540 and $870 per year. “The average retiree will see a lifetime in pocket tax 
savings in the tens of thousands of dollars,” says President Schaitberger. “The passage of HELPs is a real and 
measurable benefit to every IAFF member.” 
 
The total cost of HELPs is in excess of $3.4 billion over the next 10 years.  Also included in H.R 4 was language 
eliminating the 10 percent penalty for withdrawals from DROP accounts prior to age 59 ½.  Beginning January 
1, 2007, retirees can access DROP money at age 50. 
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Some Interesting Articles by Various Authors  
Deciding to Pay Off a Mortgage 
 
My husband and I bought a new house a few years ago and are getting ready to sell our old house. With the sale of 
the old house, we should be just about able to pay off our current house that is about three years into a 30-year 
mortgage. My husband thinks that we should not pay off our current house since there are tax deductions available 
on the interest that we pay. We are currently 51 and 48 years old and our retirement funds are not adequately 
funded. Is there any simple advice you could give for our situation? 
 
In general, we don’t believe that tax deductions alone make it worthwhile to carry mortgage debt. However, if 
you have an extraordinarily low interest rate, there’s a case to be made for keeping it. After all, once the 
economy recovers, it may be impossible to get a 30-year fixed-rate mortgage for 4.5 percent or less. And there 
will be plenty of places to invest at higher interest rates. 
 
But let’s start at the top. The first question is whether at 51 and 48, with presumably 15 to 20 years to go until 
retirement, you want to use your free cash to top off your retirement savings all at once, or if you’d rather pay 
off your mortgage and then use your monthly mortgage “savings” to plow extra into your retirement account. 
 
Let’s see how this plays out in real time. We assumed you’d net $200,000 on your sale. If you keep paying your 
monthly mortgage and instead put that $200,000 into an investment that earns 5 percent per year, you’d have 
$542,528 at the end of 20 years. That’s pretty darned good. (It’ll be even better if you can put some of this 
investment into a Roth IRA as the years go on, so that it grows tax-free.) 
 
While that sounds like a clear proclamation for investing the $200,000, you’d still have your monthly mortgage 
to pay. Let’s assume your new mortgage is for $200,000 at 3.5 percent. Your monthly payments (not including 
real estate taxes or insurance premiums, which you’d continue to pay regardless of when you pay off your 
mortgage) would be $898. Over the life of the loan, you’ll pay $123,312 in interest on this loan. 
 
To make the comparison fairer, you’d pay off the mortgage and free up $898 per month. If you invest this over 
the next 20 years, you’d wind up with $369,110. Or, about $180,000 less than if you had invested the 
$200,000 outright. 
It’s clear from your e-mail that you’re more worried about funding your eventual retirement rather than 
paying your mortgage. The best thing you can do is to invest your $200,000 windfall and then, out of your 
existing funds, work on paying down your mortgage as quickly as possible. Making two extra payments per 
year will shave about seven years off the remaining loan term. That would help you pay off the loan in about 
20 years, which is about when you and your husband will be ready for retirement. 
 
The goal should be to eliminate a mortgage payment once you’re in retirement, when cash flow tends to be a 
little tighter and most Americans are living on a fixed income. We actually wish more baby boomers would 
keep this in mind. 
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Recently, we’ve seen other financial experts recommending people like you to keep your mortgage for as long 
as possible. While you can keep your mortgage longer, the issue is where you will invest your money, how well 
your investments will do and what will you do with other cash you have in hand. 
 
If you can invest prodigiously and carefully, keep the money invested (as opposed to trying to time the stock 
market), and spend carefully, they are probably right; you might do much better investing in stocks and other 
investments over the long run. But for many Americans, being diligent about their finances and investments is 
given less time and thought and is frankly a lower priority than picking the right cable TV package. 
 
If we’ve just described your approach to your personal finances, the savings you will reap from not having a 
mortgage will be greater than if you end up investing poorly or spending on items that you wouldn’t otherwise 
buy if you didn’t have the money. 
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Managing your retirement nest egg and making it last as long as you do 
 
You’ve scrimped and saved and maximized your retirement savings. Tuition bills are paid in full for the kids 
(and so far they haven’t come back home). You’re in the homestretch — planning to retire in the next five to 
10 years. 

What could you have possibly forgotten?  

After saving their entire lives, many people forget to figure out how to turn that retirement nest egg into 
income that could last the rest of their lives. And trying to do that the wrong way could have huge 
implications.  

According to a survey last year by Bankrate.com, 23 percent of Americans said their biggest fear in retirement 
is running out of money.  

After 30 or 40 years of saving, it’s tough for people to shift their mind-sets to managing that nest egg and 
making it last. “People are struggling with the idea of making that mental shift from saving to spending,” says 
Patrick Meyer, director of wealth management at Unified Trust Co. in Lexington, Ky. 

You are no longer adding to your savings and investments. “You are subtracting, worrying about inflation, 
taxes and protecting your money from being overly aggressive when a bear market comes,” he says. “The 
mind-set is 180 degrees different. “ 

A key, he says, is to plan the change over a matter of years so that when you finally go into retirement, “it isn’t 
so much like a light switch — one day I’m saving, and the next I’m spending.” 

“Doing it right is really important,” says Ken Moraif, senior adviser at Money Matters and author of the book 
“Buy, Hold and Sell.” “If you do it wrong and retire, the likelihood that you will be able to go back to work and 
build up what you had is problematic. Seek help, because you have no experience.” 

Susan Jennings, senior counsel at National Life Group, says this is the first generation of do-it-yourself retirees. 
“Now you are in charge of your money,” she says.  

While our parents had pensions that provided them with lifetime monthly income, 401(k) plans have changed 
the way we invest. Jennings says many people of modest income think Social Security will cover a lot of their 
needs. “On average, Social Security only pays 40 percent of your income needs,” she says. Some people can go 
it alone, but financial advisers say you should get help to come up with an income plan.  

“People who have pension benefits, whether they are active or frozen, would have a different income strategy 
than others,” says Marina Edwards, senior retirement consultant with Willis Towers Watson in Chicago. “If I’m 
able to take my pension, it will pay me a lifetime annuity till I die. If you don’t, you have to figure out how to 
annuitize some of your account balance.” 
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Scott Puritz, managing director of Rebalance IRA in Bethesda, says people lack not only a strategy on the 
income side but also an investment strategy to meet those income goals.  

“We recommend to our clients that they think about their minimum needs,” he says. “Clearly, people should 
do family budgeting. How much are we spending now and how do we envision budgeting our financial needs 
going forward, including all our anticipated revenue streams, Social Security, pensions and other retirement 
investment pots?” 

Then you must figure out what income you need. That’s when you can figure out your withdrawal rate — what 
percentage of your savings you can take out each year. Historically, planners have suggested 4 percent to 
make sure you don’t outlive your money. That means if you have saved $500,000, you can safely withdraw 
$20,000 a year. Keep in mind it’s not a hard-and-fast rule, and some financial advisers balk at setting any 
general rate.  

You must also make sure your portfolio is diversified. “Some money should be in conservative investments,” 
Jennings says. And a tax strategy must be a part of any income strategy. Withdrawals from your 401(k) and IRA 
will be taxable, so that $20,000 may end up being $16,000.  

Angela Coleman, an adviser at Unified Trust, says people should initially make withdrawals from retirement 
accounts in this order: after-tax accounts, tax-deferred accounts, tax-deferred annuities and finally Roth IRAs 
or tax-exempt accounts. “Following this distribution pattern allows retirees to leave their tax-exempt assets 
until the end, to encourage growth or simply to be available to cover significant, unexpected expenses (i.e. 
medical bills) without the added burden of paying tax,” she says. 

And that income plan should consider stock market risk, inflation risk and longevity risk (outliving your 
money).One way to help with longevity risk is some kind of guaranteed lifetime income stream, such as an 
annuity.  

 “People need some level of guaranteed income to last the rest of their lives, no matter how long you live,” 
says Steve Vernon, adviser with the Institutional Retirement Council and research scholar at the Stanford 
Center on Longevity. “One of the biggest problems with retirement strategy is you don’t know how long you 
will live. Anybody can live another five years or 20. It will be nice to have some income that will be paid to you 
as long as you live. That can be Social Security or an annuity.” He says that does not mean you should put all of 
your money in an annuity — it should just be a part of the portfolio. 

“The question is, how much?” Edwards says. “If I have $500,000 in a 401(k), who will help me figure out how 
much I should annuitize? It’s a tricky science. What if you get it wrong? When you pull the trigger to buy an 
annuity, it is irrevocable. You can’t change your mind and say, ‘I screwed this up,’ and get out of this.” 

And finally, you will need to carefully watch how much you are spending — especially at the start, Meyer says: 
“In the first few years of retirement, for a lot of folks, there is a lot of pent-up demand. There are things 
they’ve been putting off — like travel or new hobbies. Spending too much in the early years can have an 
impact on the later years.”  
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On women’s paths to retirement security, there are plenty of hurdles 
 
Educating women about personal finance issues is personal for financial adviser Wendy Ann Payne. 

The issue hit home for Payne, founding partner at Centurion Wealth Management in McLean, when her uncle 
died unexpectedly. Her aunt and uncle were sure they had done everything right. As it turned out, that wasn’t 
the case. 

“They had a will, life insurance and money in the bank,” Payne says. She took some comfort knowing they had 
done what is proper. But later, she realized it was not nearly enough. Her uncle had personally guaranteed 
business debt, and the life insurance was not enough. There were a lot of challenges. 

“If my uncle were here, this is not the life he had intended for my aunt,” she says. “This is what planning was 
supposed to avoid. But it was not lack of planning — it was lack of awareness.” 

Women face a unique set of problems and issues when it comes to retirement. As a result, some planners now 
focus their business on women. Some, like Payne, have also made improving financial literacy among women a 
passion. 

“A lot of women don’t take the initiative to learn more,” Payne says. “Their husbands take care of everything. 
It works for that marriage, but what if it goes sour? Fifty percent of marriages end in divorce.” 

According to a new survey by GfK, a consumer marketing research firm, women in the United States are much 
more uncertain or pessimistic about their retirement finances, with 60 percent saying they are unsure or not 
confident, compared with 41 percent of U.S. men. 

“Women do face a number of challenges ahead of retirement due to a lot of factors: longer life expectancies, 
lower average wages, less financial confidence. And they bear a large share of caregiving for both aging 
parents and children,” says Cathy McCabe, senior managing director of TIAA-CREF’s Field Consulting Group. 

The challenges facing women: 

●Longevity. “They are very aware that they live longer than men,” says Kathleen Hastings, portfolio manager 
at FBB Capital Partners in Bethesda. “Longevity in the U.S. is at an all-time high. They know they have to plan, 
because they know they might run out of money.” 

 
“Of the people 65 and older, 76 percent of men are married and 46 percent of the women are married,” 
Payne says. “So many more females over 65 are living independently. They have a longer life span to stretch 
those dollars.” 

●Often because of parental or caregiver responsibilities, women are more likely to work in part-time jobs that 
don’t qualify for a retirement plan. The 14th Annual Transamerica Retirement Survey found that 45 percent of 
women work part time, compared with 24 percent of men. The result? A lower wage base and less access to 
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key employee benefits, such as health care and retirement plans. It also means that they have less money 
going into Social Security and, as a result, lower benefits. 

“They are behind going out of the gate,” Payne says. 

●Working women are more likely than men to interrupt their careers to take care of family members. 
“Women spend, on average, about 11 years out of the workforce to care for children or elderly parents,” 
McCabe says. During that time, they are not receiving income, not receiving employer benefits and not saving. 
They are missing out on all the benefits.” 

●Women tend to be conservative investors. Payne says there is a tendency to invest in money market 
accounts and bank CDs, even as interest rates are especially low these days. “That’s not always a good thing 
when you have your savings in cash or cash equivalents,” she says. “You are also losing the power of 
compound growth over the years.” 

Deborah Owens, a financial expert, says that “what you think is that eventually you will be married, there will 
be a retirement plan and pension.” 

“The fact is, 9 of 10 women will be solely responsible for their finances. They will either never marry, marry 
and divorce or separate, or will be widowed. It’s critical that women know they have to take control of their 
financial future. The onus is on them to save for retirement,” says Owens, author of “A Purse of Your Own: An 
Easy Guide to Financial Security.”  

 
Women need to contribute to an IRA if they don’t have a retirement plan at work, she says. “One of the 
barriers is they think they can’t afford it,” Owens says. “I say, do something, even if it’s $100 a month. The goal 
is to create a habit. As earnings increase, you can increase those contributions as well.” 

And there’s yet another problem: Women may find finances intimidating, Hastings says. 

“You wouldn’t think so, because a lot of women run the family budget. But when it comes to investments and 
family planning, they take a back seat to their husband [or] significant other,” she says. “I see it when we have 
meetings. I try to encourage women. But often it’s the man who comes. Even buying insurance — women 
aren’t involved in that as much as they should. I don’t understand that.” 

Women are more confident about retirement when they get advice, McCabe says. And she says women 
should read more about finances and investments. “Women are good at visualizing things,” she says. “We 
know what we want in retirement, but connecting the dots in between is more difficult for women — how to 
get from where you are to that retirement vision.” 

Don’t wait, McCabe says: “Get the help. The longer we wait, the less time we have to save dollars for 
retirement.” 
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Our Valentine to you: Singletary vs. Brooks, in the love and money debate 
 
Leading up to Valentine’s Day, there are a lot of studies released about how couples handle their money. 

A recent CreditCards.com survey uncovered a lot of cheating: Many people confessed that they are hiding a 
checking or savings account, or a credit card, from their significant other. 

And Discover found that people generally prefer a partner who is fun over one who is financially stable. 

My colleague, Michelle Singletary, who writes a personal finance column for The Washington Post, and I were 
comparing how we address the most frequently asked money questions involving couples. Here are the 
questions and our quick take on each. 

Prenup? 
Brooks: Yes. Actress Tasha Smith had her five-year marriage annulled in December. The 44-year-old actress 
found out that not only did her husband have five wives before her, he had concealed the number of children 
he had and had not paid taxes in 10 years, all according to the judge.  

Maybe that, in itself, is not reason enough to argue for prenuptial agreements; but, as far as I’m concerned, it 
comes mighty close. 

While we all wish that love and marriage would last forever, many times they don’t. Most experts say that 40 
to 50 percent of first marriages end in divorce. For second and third marriages, that number increases 
dramatically, 67 percent and 73 percent. Those numbers are downright scary. The record number of baby 
boomers in second marriages is the main reason that they, more than anyone, should consider a prenup.  

Let’s deal with first marriages first. People are getting married older these days — closer to age 30 for men 
and women. Many people enter marriage with a decade of accumulated assets or, as importantly, debt. And 
as much as financial advisers say that people should talk openly about their finances before they get married, 
many don’t. 

But it’s the second and third marriages where things get really complicated. Blended families can be 
wonderful. Attorneys, however, say there is often a conflict between taking care of surviving spouses and 
providing for the children from a first marriage.  

And finally, don’t assume that a prenup protects only the spouse or partner with the most assets. “Contrary to 
popular belief, a prenup does not only protect the wealthier party,” says New York attorney Ann-Margaret 
Carrozza. “It is especially important that the party with fewer assets makes sure, within a prenup that they are 
on solid financial footing in the event of a divorce.”  

Singletary: No. My husband and I mentor about a half-dozen couples every year in a financial ministry we 
direct at our church. We also teach a course called “Mastering Money in Your Marriage.” My opinions are 
informed by research as well as by what I’ve seen over years. 



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

70 | P a g e  
 

 

As to a prenuptial agreement, I’m not a fan. I think it puts couples into an adversarial position at the start of 
their marriage. It’s too much about money and assets they don’t want to share. But why don’t you want to 
share all your past, present and future wealth with the person you are sharing your life, bed and, perhaps, 
children with? 

Yes, I know, the high divorce rate. But the answer to that isn’t a prenup. It’s getting good premarital 
counseling. And not a one-day session that mostly has you exchanging credit reports. 

A prenup focuses on planning your exit strategy. Are you going to spend as much time and money planning for 
how to stay together? Take steps during your courtship to get counseling or take courses — communication, 
conflict resolution — that can help you make sure you share the same values, especially about finances. 

One caveat about prenups: If you’ve been married before and have children from the previous relationship, 
you might want to do some premarital financial planning to provide for those children, whether they are 
underage or adults. 

Joint or separate bank accounts? 
Brooks: Both. Many years ago, I was griping to a friend about the headaches my wife and I had with our joint 
checking account, with both of us writing checks. To my amazement, she told me she had been married for 20 
years and she and her husband always had separate accounts. But then it made sense. 

Let me first say that though my wife and I maintain separate checking and savings accounts, it does not mean 
that our finances are separate. Both accounts are joint accounts. We pay most of the bills from one, but we 
both have access to both.  

So, what’s the point? We just found it easier, for both our sanities and for bookkeeping purposes, to write 
checks from separate accounts. And we’ve been doing that now for 20 years.  

A TD Bank survey in 2014 said that 40 percent of couples who had a joint account also had individual accounts. 
Reasons ranged from independence to convenience to emergencies. And surprisingly, millennials were more 
likely than older generations to merge their finances when they married. 

Singletary: Joint. I understand the fear about merging your money. You may be marrying a spendthrift. Or 
perhaps your man is a miser. You figure separate accounts will keep the peace. Or keep you financially safer. 

Except separate doesn’t often solve the tension that arises when one or both partners have serious financial 
issues.  

You may have a system in which having separate accounts is working. But in my experience, couples who 
don’t pool their money aren’t always fully aware of their financial situation. Fidelity Investments found in a 
survey last year that 43 percent of couples didn’t know how much their partner earns. That’s crazy. 
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A study funded by the National Center for Family & Marriage Research at Bowling Green State University in 
Ohio found that couples who keep their money separate are more likely to divorce than those who combine 
their funds. 

This year, my husband and I will celebrate 25 years of marriage. Now, I’ll be honest. Before we got married, I 
wanted joint and separate accounts, including a “home-wrecking hussy” account. My grandmother, Big Mama, 
suggested that I set up this secret bank account just in case my husband-to-be decided to cheat. 

I never did. We merged everything. We never divvied up bills like we were roommates instead of lifetime 
mates.  

Should we each have some money to spend freely? 
 
Brooks: Yes. You might want to put it in that prenup. (Michelle Singletary, that’s a joke.) Even if you are a 
couple, you are separate people. You should be able to splurge on yourself, buy gifts for your spouse, children 
or pets, or even tithe without getting permission from your spouse. 

How much should certainly vary from couple to couple. And I would in no way condone the actions of the 
Denver Broncos fan who spent $21,000 on Super Bowl tickets without telling his wife. (None of the stories said 
if he was still married after the trip, which he said would cost a total of $30,000). 

One 2012 report by NBC’s “Today” show and Self magazine said that 36 percent of those surveyed were 
comfortable spending up to $100 without discussing it with the spouse, and 28 percent would not be 
comfortable spending even that amount without talking it over. Only 6 percent said they never tell their 
spouse how much they spend on anything.  

Still, I’m a firm believer that each spouse or partner should have his or her own pot of money — however 
small it may be. The key for most couples is to have limits. For some, it may be $50. For some, it may be 
$1,000.  

Singletary: Yes. Thanks to the premarital counseling we received, we developed a set of rules to govern how 
we would handle our money. Some couples call it an allowance. Some wince at that word. Whatever you call 
it, it can keep the peace if you agree on an amount of money you can spend with no questions asked. 

Should we give money to our grown children? 
Brooks: This is a loaded question. I have friends who pay their grown children’s cellphone bills every month, 
and get resistance when they tell their kids they should pay themselves. 

I am a firm believer in helping your children when they need it and when you can afford it. But we have 
created a generation of children who have a sense of entitlement. And parents often help their children at the 
expense of their own well-being and their own retirement. 
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So, let me put it in these terms. Should you help your children with their college tuition? Yes. Should you be 
solely responsible? Not unless you can really afford it. At some point, you want your children to be 
independent. And that’s not happening if their parents continue to bail them out. 

Singletary: It definitely depends. My husband and I have been witness to some epic battles between couples 
who disagree on how much to help struggling adult children. It’s usually a mama who wants to bail out her 
“baby.” 

Any such help should depend on whether the financial aid ends up enabling the child. Sometimes, people who 
are irresponsible have to fall before they will get up on their own. 

Whatever you decide, it’s vital that any help be a mutually agreed-upon decision. Your marriage comes first, 
and doling out money to an adult child against the better judgment of your spouse could jeopardize your 
relationship. 

All year can be like Valentine’s Day when you find that sweet spot of financial harmony with your honey.  
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What should you do with that 401(k) when you retire? 
 
Big decisions loom for baby boomers. One of the biggest is what to do with the money they’ve socked away in 
their company-sponsored 401(k) plans. 

Should you cut ties with your former company and move your money to an IRA? Or is it better to leave it 
where you are familiar with the options and comfortable with its safety? 

Much is at stake. Boomers are retiring at a rate of 10,000 a day. In 2014, an estimated $325 billion was 
withdrawn from 401(k) plans as they retired. That’s projected to reach $500 billion in a few years, according to 
Cerulli & Associates, a Boston research firm.  

Still, many haven’t thought much about what to do with the 401(k). 

One choice is to do nothing. “Most employers will allow that money to stay there. They will just not be making 
new contributions,” says Paul Taghibagi, partner at Signature Estate & Investment Advisors.  

“There are some pros and cons to doing that,” he says. “If you leave the money there, the assets are protected 
from claims from creditors. If you roll it over to an IRA that is not necessarily the case.” 

Taghibagi cites another reason to leave it: If you leave your job between 55 and 59½, there is no 10 percent 
withdrawal fee from your 401(k), as there would be with an IRA. And people are not required to take a 
minimum distribution after age 70½ if they are still working. 

Marina Edwards, senior retirement consultant at Willis Towers Watson, says companies are starting to 
encourage employees to leave their 401(k)s unchanged when they go.  

“It is a mutually beneficial arrangement,” she says. “The employees have access to low-cost mutual funds. The 
benefit for the employer is there are more 401(k) assets. They can bargain for lower-cost investments.” 

Don’t leave it, others say. “It’s your money, take it with you, dammit,” says Scott Puritz, managing director of 
Rebalance IRA in Bethesda.  

“We believe this is the best practice in this modern American economy, where job changing is the norm and 
where the average worker will have at least seven jobs during their career. 

 
“As you are leaving your current employer, on that exit interview, on the last day, you should start the process 
of your 401(k) rollover,” he says. “The benefits are multiple: You have your money all in one spot. You have 
control, which is important from a psychological point of view. It allows you to lower your costs and get the 
appropriate level of asset allocation.” 

Here are some other things to consider:  
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Retirement income flexibility. One big drawback to the 401(k) is the lack of flexibility when it comes to 
withdrawals. Most plans don’t allow regular distributions like, say, a pension or an annuity.  

“I advocate that people have some level of guaranteed lifetime income and some money they can draw 
down,” says Steve Vernon, adviser with the Institutional Retirement Income Council. 

“If you decide an annuity is a good idea, see if your 401(k) offers annuities. Right now, most of them don’t. So 
you would have to roll some of your money into an IRA.” 

An income guarantee is a strong reason to transfer out of a 401(k), says Matthew Sadowsky, director of 
retirement and annuities at TD Ameritrade.  

“If you are worried about market volatility, you have guaranteed growth,” he says. “If you are worried about 
outliving you income, you have guaranteed income,” he says. “Many 401(k)s don’t offer that guaranteed 
growth. If you are living off your 401(k), when they run out, they run out.” 

“It doesn’t always have to be an all-or-nothing strategy,” says Catherine Golladay, vice president of 401(k) 
participant services at Charles Schwab. “Within the vast majority of 401(k) plans, you do have the ability when 
to retire to withdraw part of your funds and leave the rest invested in the 401(k).” 

Fees. These vary widely, depending on the size of the company.  

Puritz says his firm does a cost analysis for perspective clients. “With a small number of exceptions, we see fee 
structures of 2 to 3 percent a year. That’s astronomically high,” he says. “There is a misconception that the 
401(k) is a great place. Large organizations do run efficient programs. But it’s a tale of two cities. In companies 
with 1,000 employees or less, the cost structure goes way up.”  
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Get the facts about a 529 savings plan By Michelle Singletary 
 
My son is about to head off to college. That’s two kids down and one to go. 

With my son, Kevin, I have a lot of special concerns. He falls on the autism spectrum, so my husband and I 
have been meeting with college administrators to map out a plan for his success. He’s going to the University 
of Maryland Baltimore County. So far, the school has exceeded our expectations in responding to his needs. 

The president of UMBC, Freeman Hrabowski, even asked to meet with us. 

Hrabowski understood when Kevin didn’t look him in the eye at times and didn’t appear to be as focused as he 
actually was. Hrabowski engaged Kevin with such genuine interest and respect. He got him. The encounter 
made me tear up. 

My son had so wanted to go to a four-year university and live on campus. Hrabowski and his staff made us feel 
it’s possible. 

I tell you all this because sending your child off to college can come with a lot of anxiety, even if he or she is 
“neurotypical.” If your child has special needs, your concern can be off the charts. 

But I’m grateful there is one less thing to cry about or fret over. 

The funds needed for Kevin’s education — even for a special summer program that will help him get 
acclimated to college — are sitting in his 529 college savings plan. 

My husband and I started saving for Kevin’s college expenses when he was 3. We made a few lump-sum 
payments into the plan at the beginning, but most of the money came from our monthly contributions of just 
$210. Our target had been to save at least for costs at an in-state institution. 

I know for some that amount could be too much to handle, but for many it isn’t. Over the years, between our 
contributions and investment returns — even accounting for some heart-stopping down years — there’s 
enough for tuition, fees and room and board. Just enough — but still enough. 

I have always been a fan of 529 plans. Earnings are not subject to federal tax or, generally, state tax if the 
beneficiary uses the funds for qualified educational expenses at a college, university, vocational school or 
other post-secondary institution. 

May 29 (5/29) — 529 College Plan Day — has become a time for states and financial firms administering the 
plans to promote the advantages of this investment option. If only the campaign lasted the whole year. 

A whopping 72 percent of Americans don’t know what a 529 plan is, according to the financial services firm 
Edward Jones. That’s up from 66 percent last year. 
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In the past two weeks, several parents have asked me about investing in a 529. I met one mother in Chicago 
who was worried about how to save. I directed her to Illinois’ 529 Education Savings Plan, which like many 
state plans offers residents a tax break. Contributions from in state are deductible up to $10,000 per parent 
per year ($20,000 if you’re married and filing jointly). I made her promise to sign up. And she did. 

Another mother, in Maryland, had been discouraged from putting money in a 529 based on a common 
misconception. She believed her children could only go to schools in the state where she held an account, 
which is not true. 

Money invested in a 529 can be used at any public or private eligible educational institution in the country — 
even around the world. 

Don’t let misinformation stop you from saving in a 529 plan. Here are some places to get the truth: 

●Your state’s 529 website. In any search engine, type in your state and “529 plan.” Stop first at the “FAQs” 
section. “We do a lot of myth busting,” said Mary Morris, chief executive of Virginia529. 

Many states offer special promotions to get you to sign up for an account. Virginia has been randomly 
awarding $1,000 a day to new accounts. The contest continues through May 31. For the eighth year, the 
Virginia baby born closest to 5:29 p.m. on May 29 at participating hospitals will win a $529 contribution. 

● Savingforcollege.com. This independent site contains a mountain of information about 529 plans. Download 
a free copy of “Family Guide to College Savings.” 
● Morningstar.com. The independent investment research site has an annual ranking of 529 plans. Check out 
the latest report. 
Look, you’ve got enough to be nervous about when it comes to sending your child to college. Take the time to 
figure out what’s fact or fiction. And then save in a 529 plan. 
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Regrets about retirement Prep 
Many of us look back at those wasted years of our youth and wish we had done at least a few things 
differently. 

That’s been proven in a recent survey by Allianz Life Insurance Co., which said 32 percent of those polled say 
they regret major life choices. The biggest regrets were not following their dreams (39 percent), not taking 
more risks with their careers (38 percent) and not taking risks with their lives in general (36 percent). 

But there is another big regret that many people have, and that’s that they did not do enough to prepare for 
retirement. 

By now you should know the numbers. Surveys show that people have not saved enough. And they are 
worried. According to PwC’s 2016 Employee Financial Wellness Survey, 37 percent of those interviewed were 
worried that they would not be able to retire when they wanted. That survey tracks the financial well-being of 
full-time-employed U.S. adults nationwide. 

Another survey, by the Indexed Annuity Leadership Council, says a quarter of Americans are worried about 
running out of money in retirement. But the biggest regrets aren’t always financial. 

“Some folks say ‘I wish I had enjoyed life a little more when I was working,’ ” says Aaron W. Smith at A.W. 
Smith Financial Group in Glen Allen, Va. “Now that they are older, their health is not allowing them to do some 
of the things they’ve always wanted to do in retirement.” As I’ve said many times before, retirement is hard, 
as is preparing for retirement. So here’s some help from people who, for the most part, have done it. 

Not starting earlier. “People always talk about how they wish they would have started sooner, put more 
away,” says Tim McGrath at Riverpoint Wealth Management in Chicago. “A lot of times, clients wish they 
would have gotten organized regarding finances. If they had done it earlier, they would have changed their 
habits. “ 

Not retiring sooner. This may surprise people, but it comes up with financial planners more often than you 
think. 

“My clients don’t always retire when they say,” says Ken Moraif, a senior adviser at Money Matters. “Faced 
with actually retiring, it is stressful. So they delay it. After they do (retire), they say, ‘I don’t know why I 
waited.’ They endured at work a little longer than they needed to.” 

Kirk Cassidy, co-president of Senior Planning Advisors in Farmington Hills, Mich., says people work longer than 
they need to because they don’t have a customized income plan. “They have regrets afterward when they find 
out they didn’t need to,” he says. “They were working for their children rather than themselves. Working did 
not change their quality of life. It only changed their children’s quality of life in their death.” 

Not getting help from a financial planner earlier. “One of the biggest is ‘I wish I had come to see you, or 
someone like you, years ago,’ ” Smith says. “I didn’t come to see you because it wasn’t important at that time. 
I was intimidated, or I was embarrassed at where I was.”  
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I keep hearing conflicting answers as to whether I should take my pension as a lump sum or 
monthly lifetime annuity payments.  

I'm not surprised you're getting conflicting advice. The lump sum-or-annuity decision can be a complicated 
one, and the decision that's right for one person may not be best for another. Which makes it all the more 
important that you really think through your choices and settle on an option that makes the most sense for 
your particular circumstances.  

Let's start that process by taking a quick look at the pros and cons of going with a lifetime stream of monthly 
payments vs. taking your lump.  

The main advantage of the annuity payments is certainty. You know exactly how much pension income you'll 
receive each month, and you know you can count on that money to keep flowing in even if you live a long, 
long time and even if the financial markets go into a prolonged and deep slump.  

But that certainty comes with some drawbacks. If in a given month you need more cash for an emergency or 
to pay a large health-care bill, you have no way of getting more income from your pension. You have the 
monthly payments, but that's it.  

So if you opt for the annuity payments, you'll want to be sure you have other resources you can dip into for 
extra cash and liquidity, say, money in an IRA or other retirement account or home equity you can tap by 
downsizing or taking out a reverse mortgage, two options that are laid out in detail in a report from the 
Boston College Center For Retirement Research.  

And should you die soon after opting to receive the payments, you will have received much less from your 
pension than had you just taken the cash upfront. So if you're in poor health or have reason to believe you 
might have a short lifespan, you may be able to get more income during the time you're around by going with 
the lump sum.  

Then again, people tend to underestimate how long they'll live. If you're married, it's important to remember 
that you'll be counting on your pension to provide income not just for you, but for your spouse, who could 
very well live many years after you're gone. To get a better idea of just how many years you -- and if you're 
married, your spouse -- may spend in retirement based on your ages and health, check out the Actuaries 
Longevity Illustrator tool.  

Related: Should you put some of your retirement savings into an annuity?  

As for taking a lump sum, the chief allure is that you have a lot more control. You decide how much you want 
to spend each year. If you want to splurge, you're not limited to the income from your annuity payments. You 
also decide how to invest your lump sum. So opting for the lump may be a good choice if, say, you want to 
spend more and live larger in the early years of retirement when your health is better and you can enjoy 
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yourself more and you're confident you can invest your money in a way that will support you without 
depleting your assets too soon.  

But that control also has a potential downside. If you spend too freely early in retirement, you may not have 
the cash you need later in life. And while the idea of investing your pension on your own or even hiring a pro 
to do it for you may seem like a sure-fire way to generate more income than humdrum annuity payments, 
investing also opens you up to a variety of risks.  

Invest too conservatively and you may not earn the returns needed to support the level of spending you 
envision. Take too aggressive a stance and your lump sum could take a hit during a severe bear market, which 
could result in you running out of money before you run out of time.  

Related: Should I invest $200,000 in an annuity?  

One way to get at which of these options makes the most sense for you is to ask yourself this question: Would 
your retirement prospects be better if you had more guaranteed income beyond Social Security or if you had 
more in accessible savings than you already have in 401(k)s, IRAs and other retirement accounts?  

If, for example, after totaling up your retirement living expenses (which you can do by going to BlackRock's 
Retirement Expense Worksheet), you see that your monthly Social Security benefit covers all or nearly all of 
your essential living expenses, then you may have all the guaranteed income you need. In that case, you may 
want to go with a lump sum (which should go into an IRA rollover account to avoid having the entire sum 
immediately taxed). You can then invest that money in a mix of stock and bond funds that jibe with your 
tolerance for risk and draw on that stash as needed for discretionary outlays (travel, entertainment, etc.) and 
to cover emergencies and unexpected expenses.  

If, on the other hand, Social Security doesn't come close to covering your basic living expenses -- or you just 
think you'll have more peace of mind with extra guaranteed income -- then consider going with the annuity 
payments.  

If you're inclined to go with the annuity, you should first determine whether the monthly payments you'll 
receive from your pension will be higher than what you could get by taking the lump sum, rolling it into an IRA 
and then buying an immediate annuity within that IRA that will make lifetime payments. The chances that 
you'll be able to do better than the monthly payments offered by your employer are low -- a 2015 General 
Accounting Office on pensions and lump sums found that payouts on company pensions are generally much 
more generous than those offered by private insurers -- but it doesn't hurt to check.  

You can get an idea of what size annuity payment your lump sum might buy from a private insurer by going to 
a site like ImmediateAnnuities.com.  

Related: Am I nuts to put 100% of my retirement savings in stocks?  
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Of course, the ideal solution for many people may be to split their pension -- that is, take a portion as a lump 
sum and the rest in annuity payments. By doing that, you're better able to fine-tune your overall mix of 
guaranteed income and investable assets and avoid ending up with too little, or too much, of either one. 
Unfortunately, many, if not most, companies that have a lump sum option offer only an either-or choice.  

But that may be changing. In September, the Treasury Department issued new regulations that will make it 
easier for companies to offer pension participants the ability to take part of their benefit as a lump sum and 
the rest in annuity payments.  

If your company doesn't offer the partial lump sum option, you might consider duplicating that arrangement 
on your own by taking the lump and using a portion of it to buy an immediate annuity from an insurance 
company. If you decide to go this route, you'll want to ask these three questions and follow these five tips to 
ensure you end up with the right annuity.  

One more important note about the lump sum vs. annuity decision: If you're married, your company pension 
plan must offer "joint-and-survivor" annuity options that ensure your spouse will continue to receive lifetime 
payments upon your death that are equal to at least half of the payout you received while you were alive.  

What's more, you're required to take such a joint-and-survivor annuity option unless your spouse signs a 
waiver consenting to another form of payment, such as a lump sum. (In the case of state and local government 
pensions, the waiver requirement, if any, varies by state. I mention the spousal consent requirement not just 
to let you know you may have to get your spouse's permission to go with a lump sum, but to stress that for 
married couples this needs to be a joint decision.  

Related: How do I turn my 401(k) into reliable retirement income?  

Fortunately, there's help available if you're not confident about making the decision on your own. For 
example, the Pension Rights Center's PensionHelp America site can put you in touch with counseling projects, 
government agencies and legal services that provide free information and assistance about lump sums and 
other pension issues.  

If you have questions about whether your pension benefit -- be it annuity payments, a lump sum or both -- has 
been calculated correctly, the American Academy of Actuaries' Pension Assistance List may provide answers.  

You should also check out the Consumer Financial Protection Bureau's lump-sum payout guide and the 
Department of Labor's "Beyond the Numbers" report, both of which provide a good overview of the annuity 
vs. lump decision.  

Plus, you can always go to a financial adviser for help. Be forewarned, though, that some advisers may be 
more inclined to recommend the lump so they can invest it for you for an annual fee. But one way or another, 
you need to set aside some time and sort through the issues I've outlined above. This definitely isn't a decision 
you want to make without methodically exploring all your options.  
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After you’ve saved for retirement, annuities can help put your nest egg to work 
Most of us worry about running out of money in retirement. Surveys by many financial companies have shown 
how big that concern is, no matter how much you earn or have saved. 

And with good reason. We haven’t saved enough for retirement, especially considering that life expectancies 
make it not only possible, but probable, that we will live into our 90s. 

For those who have pensions, it’s less of a worry. We know that we’ll have a monthly stream of income, some 
of us for life. 

But these days, only 22 percent of full-time private industry workers have a pension, the Bureau of Labor 
Statistics estimates. In this new, do-it-yourself world of retirement, most of us save in a company-sponsored 
401(k), an IRA, or another plan. Even if we have accumulated a big nest egg, we are left to ourselves to figure 
out how to turn that money into a stream of income to last a lifetime. 

An annuity is one of the only ways to do that if you don’t have a pension. Nearly every financial planner 
recommends that you put at least a portion of your retirement savings into an annuity. But because they are 
not liquid, you should limit the portion of your portfolio invested in them.  

“If you put in $100,000 and get income for the rest of your life, you don’t get that money back,” says Ken 
Moraif, financial adviser at Money Matters. “You don’t have access to that money. You need an emergency 
fund to cover over and above what could happen.” 

Matthew Sadowsky, director of retirement and annuities at TD Ameritrade, says annuities are misunderstood.  

“Part of the reason is the word ‘annuities’ encompasses so many kinds of products — variable annuities, fixed 
annuities, immediate annuities,” he says. “Each is so different. There is an annuity that looks like a CD. 
Another looks like a pension, another has tax-deferred growth. That’s part of the confusion.” 

First, let’s cover the basics. An annuity is a contract with an insurance company generally purchased for future 
income in retirement. In return, the owner receives payments at regular intervals. The basic types are:  

Variable annuity: This is invested in mutual funds or a pool of managed investments. The advantage is that 
you benefit if the market rises. The disadvantages are that you pay fees and can lose principal in a down 
market.  

Fixed annuity: This has no fees and will pay you a guaranteed rate of return — for example, 5 percent a year.  

Fixed-index annuity: This gives you exposure to the market but at no risk of loss to your principal. It is basically 
a fixed annuity with a variable rate of return based on an index, such as the Standard & Poor’s 500-stock 
index. The disadvantage: The upside is capped.  

Immediate annuity: The investor gives the insurer a lump sum in return for a set rate of return and regular 
income payments until death, or for a specified period. There are no fees.  
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“Annuities lower the risk of investment portfolios,” says Pete Lang, president of Lang Capital in Hilton Head, 
S.C. “There are no investment expenses and typically no fees, unless you get a variable annuity. 

“For most annuities, the primary purpose is tax deferral,” he says. “But they can also provide guaranteed 
lifetime income. They all don’t, especially variable annuities, which are notorious for some exemptions that 
will cut off lifetime income.” 

Moraif says the annuity is what pension plans use to generate income to pay their participants. It is something 
you might want to consider if you need an income higher than what your investments can support, he says. 

“It’s like a mortgage payment in reverse,” he says. “The principal and interest are paid to you. The payment 
can be 6 percent or more per year, depending on age and the prevailing interest rate, and it goes on as long as 
you live. And you can structure it so it continues with your spouse upon your death.” 

But let’s face it. Annuities have gotten a bad reputation over the years because of some unscrupulous 
salespeople who pushed them on people who didn’t understand them and racked up fees and commissions.  

Variable annuities, in which you can lose principal, got the bad rap, says Craig Ferrantino, president of Craig 
James Financial Services in New York. 

“There are instances where an annuity is critical for people’s retirement,” he says. “In cases where someone 
needs a constant stream of payments for the rest of their lives. Another is if they want market participation 
and yet some protection for their principal.” 

“If you need the money to live on, don’t risk it,” Lang says. “Keep it safe. Annuities mirror the benefits of a 
pension. Don’t risk what you don’t have to lose. Once you set it up, then I see more retirees are willing to risk 
some of their remaining money because they know they have that guaranteed income.” 

The industry has grown more flexible in recent years, Sadowsky says. “It used to be if you buy a single 
premium annuity, the insurance company is obligated to pay you for the rest of your life, but if you step out of 
the house and get hit by a bus, they don’t pay out. Now you can get a minimum pay-out or get cash refunded 
to your beneficiaries. It is not necessarily the case that you are forfeiting whatever you put in.” 

When a person is 50 or older, Sadowsky says, it’s time to determine whether an annuity is appropriate. By 
then, people are thinking about how to live off their nest eggs. 

Find an insurance company you want to be with for 10, 20 or 30 years, one that not only will make good on its 
payments, he says, but will also provide good customer service. 

“This is probably something you would like to get a little more guidance [on],” he says. “You don’t want to 
purchase it online without a lot of research.” 
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Social Security 
 
Social Security benefits are increased by 8% per year if you were born after 1943. So what does this mean, if at 
age 67 you decided to wait until age 70 to take your payment you would earn 8% per year on your money not 
bad?  T-Rowe Price has a new tool for social security.   
 
Paying attention to your earnings record 
In fact, your Social Security income is based on a 35-year average of all your earnings. If you've worked for 
fewer than 35 years, then Social Security plugs in zeros for the missing years. This drags down your average 
earnings and, as a result, also reduces your benefits. So you'll want to check your earnings history to make 
sure you have at least 35 years of covered earnings. If you don't, you may want to work for a few more years 
so that your 35-year average is calculated with no zeros plugged in.  
 
If you have more than 35 years of covered earnings, then Social Security cherry-picks the 35 years that 
produce the highest average. Earnings from past years are indexed for inflation, which helps boost your 
average earnings. 
 
The social security administration is now providing workers with online statements of the estimated 
benefits they will get when they retire, replacing paper ones the agency used to mail out. Right now if you 
are 60 or older they will continue to mail out benefits but 60 and younger to need to register for your online 
account. Social Security Administration (www.ssa.gov)  
 

Survivor Benefits 
 
Very, Very important to you and your family!!!   If you skipped the estate planning section go read it now!  
In the event of your death before retirement, your contributions plus interest will be paid to your beneficiary 
unless your spouse is your designated beneficiary. Your surviving spouse is the person you are legally married 
to, as recognized by the State of Virginia, at the time of death. If your spouse is your designated beneficiary 
and you had completed five years of service, your spouse will have the 
option to choose a lump sum refund of your contributions and interest or he or she may choose to receive a 
spouse retirement allowance. 
 
 
 

“You reach a point where you don't work for money.” 
-Walt Disney 
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Words of Wisdom 
 
For Our Younger Members  
 

� INVEST – INVEST – INVEST- INVEST – INVEST – INVEST – INVEST – INVEST 
� Visit T-Rowe Price and setup your deferred comp and ask questions 
� Be discipline with your spending habits 
� Establish goals for yourself to max out on deferred comp 
� Work one day of callback a month to help fund your 457 
� First goal start your deferred comp at 7% then increase 1% per year  
� Think about your family: 

� Group Term Life Insurance County 
� Estate Planning to include a living trust 
� Disability Insurance 
� Term Insurance additional policy on your own 
� Consider university life with retirement on your mind 

� Pay off those credit cards every month    
� Attend financial planning seminars “ideas, thoughts”  
� Attend and meet with financial planners 
� Gather ideas from Insurance folks again “ideas, thoughts 
� Estate Planning is HUGE! 
� Talk with other members and write down “ideas, thoughts” 
� Save your leave  
� Every time you receive a pay raise increase your deferred comp until it hurts   

 
For Our Veterans 
 

� Stay conservative into retirement “Be Debt Free and Stay Debt Free” 
� Take holiday Comp in years 3.5-7 PRIOR to retirement—Max out Comp 
� Take holiday pay your best 3 years “highest 78 months of salary”  
� When planning on retirement set a goal for a percent of your salary 
� Pay attention to Joint & Survivor and Life Insurance options  
� Security and Comfort for your spouse 
� Age Difference “Cost” See chart 
� We are living longer – used to be 60-70 now into 80’s – 90’s 
� Drop Funds: Complete the 3 years “How much roughly 2.5 x salary” 
� You can purchase county annuity but if you and your spouse pass away your remaining funds go into 

the county general funds 
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� Roll into qualified plan such as T-Rowe Price – IRA – Pension Max this way you can elect beneficiaries if 
something happens to both of you 

� Leave the money alone as long as you can, use one of the tools T-Rowe has and see how fast your 
money can grow 

� If you retire after age 55 and roll into deferred comp then began to withdraw with no penalty but other 
terms apply “Read the 2006 law again” 

� If you retire before 55 and roll into deferred comp you must wait until 59.5 if you withdraw before you 
are subject to 10% penalty and taxes 

� Once you enter DROP, retirement funding stops so, take that 7.08%  and roll it into deferred comp 
� While in DROP your money is earning 5% plus you receive the retirement COLA and the county COLA 
� If you take cash benefit tell them you want net cash not just a dollar amount because of taxes, if you 

have a specific plan for the funds 
� Use the catch-up provision your last 3 years as of “2017” it is $36,000 if you maxed out you’re A/L & 

C/L you can save the 3rd year for your payout of leave. Put a minimal amount into deferred comp the 
last year, instead of cashing out your leave roll the funds into deferred comp tax free 

� Once you retire you can start a monthly withdrawal from deferred comp but only tax deferred 
proceeds, not the Roth proceeds, without penalty  

� Keep your deferred comp funds with the County 
� Reduced administrative fees have been worked out 
� Use 30K – 40K and keep working in growth stocks the rest keep conservative such as the stable fund 

“FYI you cannot invest in this fund outside the county, in other words if you invest on your own you 
cannot invest in this fund 

� Use payroll and Telestaff to run your last three years this way you know your last day if you plan on 
working out a tax strategy for your last check  

� Couple of simple cost saving things you’ll notice in retirement:  
� If you drive in far distance the gas savings can be huge $300 per month 
� No more coffee fund 
� Although I think cheap and good no more suppers $50 - $60 per month 
� Union dues will decrease to $8 from $26  

� Shift differential is included in your pay 
� FLSA does not contribute to your final earnings (consider overtime) 
� Remember when you reach social security age your factor will decrease from 2.8% to 2.5%, so your 

paycheck will go down and your social security will increase 
� When you run your numbers in the county program, remember these are not the actual numbers. 

Factors that are not included 5% interest while in DROP 
� First pay check they will take out 2 months of deductions 
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Recommended Books on Financial & Estate Planning 
 

� Rich Dad Poor Dad - Kiyosaki 
� How to Retire: Happy, Wild & Free - Zelinsky 
� The Richest Man in Babylon 
� Dave Ramsey 
� 21 Days Financial Fast – Singletary  
� Million Next Door 
� Alive and Kicking – Hegland & Fleming 
� The Truth About Retirement Plans and IRA’S - Edelman 
� Charles Schwab’s Guide to financial independence 
� The One-Page Financial Plan: A Simple Way to Be Smart About Your Money by Carl Richards 

  
 
Recommended Websites/Magazines from Members 

 

� Kiplinger 
� Money.msn 
� Smartmoney 
� AARP 

 
Never Stop Planning or Reviewing 
 
Speak with or meet with the follow folks once a year: 

� Financial Planners 
� Deferred Comp Representative 
� Insurance Company 
� County Benefits Staff 
� Estate Planner 

 
 

During the first 5 years of retirement you are entitled to OHC 
physicals for free - please do not let this go!  “YOU EARNED IT” 

 
 
 

“Drive an old car and live in a small house” 
-Alan Brunacini 
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First 2 Years of Retirement: Advice from our Retirees “MUST READ” 
 
Below are questions I asked and some of the responses I received: 
 
1) Any advice you would offer for the first 2 years of retirement? What to do? What not to do?  
 
2) For those that received DROP funds - couple of questions here: 
 
      A) Would you recommend holding the funds for a period of time? ie: say hold five years to gain interest, 
rolling funds over into IRA, your thoughts/ideas? 
 
      B) Is it wise to withdraw a portion of your DROP funds and pay the taxes? IE: bills, moving, building a house 
etc., again looking for your ideas and thoughts 
    
      C) Did any of you set aside a portion of your DROP funds for Health Insurance? If so please explain your 
plan/thoughts 
 
      D) If you did not take the County Health insurance what program has worked for you? Not looking for 
spouse, veterans or still working insurance.  If you had to do it all over again would you stay with the county 
health plan? 
 
Response 1: 
I retired EARLY 2000 with nothing explained to me on what benefits were available.  
(READ THE ABOVE LINE AGAIN) 
 
As far as the first two years go: Like all major life changes retirement takes time to adjust to. Most major 
changes seem to take about three years to become the “norm” and I found that true for retirement. I would 
urge new retirees not to make any rash or rush decisions during the first couple of years of retirement, such as 
moving to a new location you had not planned on prior to retirement. 
  
I also found that I spent far more money on house repairs and other DYI projects during the first year I was 
retired. No big deal, but it something to keep an eye on if money is tight. 
  
You did not ask about this, but I think after you have decided to retire the two biggest decisions are about 
health insurance and survivor benefits. Even as expensive as it is, I believe taking the County health insurance 
is a no-brainer unless your spouse can provide coverage at a lower cost. 
  
What I think most folks don’t put enough thought into is whether to take the survivor’s benefit or not. First 
and foremost you need to stress to potential retirees that this is not just a financial decision, it is also a “do 
you love me enough to take care of me for the rest of my life” choice. Most guys will consider the financial 
aspects without considering the other part of the decision and they may be quite surprised to discover their 
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spouse doesn’t feel the same way about this. I would urge any potential retiree to make sure they have a frank 
and complete discussion with their spouse before they make a decision. 
  
Secondly, they need to take the effect of taxes into account when they weigh the survivors benefit vs. life 
insurance. As you know income taxes do not really drop after retirement, so it is important to remember that 
you will need to earn about 25% more than the cost of the insurance to pay for it. In contrast the survivor 
benefit is not taxed, since you never earn it. In my case the numbers came very close and taking a 100% 
benefit did not cost me much more every month while buying additional security for my wife. 
  
Lastly, I would ask the potential retirees to look back at what they were earning 10 years ago. Ask them if they 
had retired on that salary how much insurance would they have bought in lieu of the survivor’s benefit? How 
does that compare to today’s needs? Now, how much insurance are you going to buy to replace your 
retirement income? Make sure they are aware that most affordable life insurance policies are term policies 
and they may expire before you do! 
  
The survivor’s benefit offers a lifetime of financial security for your spouse that insurance cannot. I don’t think 
we stress that enough. 
 
Response 2: 
I'm glad someone is doing this. They should have had something like this 30 years ago.  
  
This has to start at the beginning of your career. It’s not all about money. Some things to consider as you go 
along. Stay healthy use your SCBA, wear hearing protection, gloves and anything to keep cooties off you. 
 
Be good to your family, treat your wife and kids well, get rest, and plenty of sleep. You will be an ass after 36 
hours of busting your butt.  
 
We all get stressed and Post Traumatic shock happens to us too. 30 years of blood and guts and dealing with 
stressed and panicked citizens will have an effect on you. Be nice, be a friend and keep in touch with old 
friends. You will work with a lot of people through the years and they will be important. Don't play games and 
be petty. It's not a frat house. Be professional and yes some people will be hard to work for and with. Don't let 
them drag you down. Be nice and polite to the public. Receiving 100 “That a boy” letters will be nothing 
compared to the one bad boy letter you get when you are stressed and tired. It is OK to talk to someone about 
your life. Divorce sucks and the second one is worse. Drugs and alcohol won’t help. 
  
You have to plan on the future before it happens. Your goal has to be to reach retirement alive, healthy and 
enough money to enjoy it. You don't want to work to the day you die. 
  
So pay off as much as you can before you retire. Retire after your kids leave, finish the mortgage. It will give 
you lots of options. 
 

My health insurance cost went from $400 a month to $1500 because you have to pay the entire bill on your 
own.  
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Enjoy life, rest I found that with taking a few years off finding work was impossible. I wish I had stayed longer 
but once you sign up for DROP, you’re out.  But I am happy. 
 
Yes, the longer you hold on to it the longer you will have it. I am broke from paying bills I did not figure on. 
 
The only taxes I paid were income tax on my DROP money. There was no penalty for early draw and I was 
under 55. But the longer you keep it the longer you will have it. 
  
No I did not set aside funds but had to pay because of family. That was a very significant cost. You have to 
figure paying till they reach 26 years old. 
  
I stayed with the county plan. With the amount the county kicks in and the 3k tax deduction from the feds the 
single person is almost free. I married again after retirement and my wife is still working and she put my kids 
on her family plan. I kept the county plan because once out never can get back in and I was afraid that my 
wife's job could be downsized or end. 
 
1.  For the first two years people need to get use to the idea that they don't work for the FD anymore.  Staying 
in touch with your friends is critical.  Get involved with the Retirement Association if they're interested, get a 
part time job, volunteer for a good cause, but try and stay as busy as you would like.  Alot of people I talk to 
who have retired say they miss the FD so bad.  They need to do something else!! 
  
2.  Drop funds: 
  
A:  Unless things have changed, once you retire, you must move your DROP money somewhere.  If you want 
to do so without paying taxes, it must be an approved fund from the IRS, like an IRA or similar.  If not, you will 
be taxed; possible at a higher rate depending on how much was withdrawn coupled with your retirement 
pension.  Everyone has their own thoughts and personnel situations that play into this.  If it's withdrawn and 
placed into a bank account or any other non IRS approved fund, taxes will be taken.  If it's rolled into an IRA, 
withdrawing the monies prior to turning 59 1/2 yrs of age will result in taxes and a 10% penalty.  I would 
strongly suggest that every future retiree contact a certified financial planner before doing anything. 
  
D.  Staying in the County's health care system is crucial!  Most private vendors have the clause that they can 
cancel your policy if they feel it's necessary.  Staying with the County is expensive but it can't be 
canceled.  That's huge! 
  
My bottom line is talk to a certified financial planner, stay as busy as you want, let the past be a great 
memory, stay in touch with old colleagues and friends, get involved in community activities or individual 
activities, and have fun!  Life is short.  Everyone's goal should be to get more from the County than you put 
in!  Live a long and happy life! 
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It would be great if our organization had a financial planner, tax consultant, and an estate planner available to 
work with us. Granted, we all probably had advice given to us prior to retiring from various sources, however, 
it would be great have someone on board for us after retirement.  Especially when contending with estates, 
elder law, and the myriad of life changing circumstances.   
  
If you are giving this information to employees that are preparing for retirement, make sure they don't take 
the spousal benefit option.  If they get divorced, they cannot opt out of this benefit so their ex-wife will get 
their pay check once the employee/retiree dies.  The County takes approximately $1,100.00 out of my pay 
check each month to cover this benefit and once I die, my ex-wife will get my pay check until she dies.  The 
employee would be better off getting a life insurance policy instead of the spousal benefit because if he/she 
gets divorced after retirement, he/she can stop the insurance policy 
 
 
The above is some great information from our retiree’s, this is a small example of thoughts and ideas from a 
few of them.  
 
 
 

“The longer you wait the harder it is to do..” 
Member Quote 

 
 
 
 

 “Most people don’t plan to fail - they fail to plan!” 
-John L. Beckley 
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Some Thoughts from our Members 
 
Larry Collier 
The one thing I can assure everyone is that time changes your needs and your wants.   Try to stay a step ahead 
and prepare for your future and for the future of your family.  Most often the time spent in retirement is 
shorter than the time spent working.  It passes by quickly.  Planning for retirement early assures comfortable 
living for you and your family.  What once was a right of passage, going from work to retirement, is no longer a 
given thing.  Many must continue to work well into their 60’s and 70’s.  We are very fortunate to have the 
benefits offered to us.  It is up to us to take advantage of those benefits and plan ahead.  It’s never too early or 
too late.  The sacrifices you make as a young adult will pay off later in retirement many times over. 
 
Prepare for Retirement     
 

� Deferred Compensation = $400,000+ 
� Use catch-up plan last three years 
� Employ a CFP (Certified Financial Planner) 

 
� Plan Health Insurance Budget 

� Current family health issues 
� Medicare at age 65 
� County subsidy = $220 with 25 years of service 
 

� If needed, use DROP monies, not Deferred Compensation 
� Deferred compensation depends on when stocks were purchased; high vs. low  
� Pay taxes at your tax rate at time of distribution 

 
� Think about down-sizing (reduce budget) 

� House 
� Autos 
� Pay off loans and other recurring debt 

� Life insurance vs. Spousal Benefits 
� Budget 

 
� Location of (if relocating): 

� Medical facilities/doctor and dental offices 
� Shopping and restaurants 
� Police and Fire services 
� Activities/Sports 
� Colleges 
� Museums, etc. 
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� Stay Active (will help mentally and physically) 
� Community 
� Sports (reduces stress, builds bone density) 
� Church 
� Children/Grandchildren 

 
� Future Employment 

� Full-time/Part-time/Self-Employed 
 

� Know your Social Security Benefits 
� 62 vs. 66/67/70 
� Wage limit ($14,000 currently up to age 66; after unlimited) 

 
� Meet with County retirement (Human Resources) for payroll questions (i.e., taxes, ……. 

- Bottom line after deductions 
- Quarterly estimated taxes if out of state 

 
� Get life insurance early 

- Less expensive when young 
- Health can change quickly and not be eligible 

(could give example of Jeff’s accident) 
� Stay connected 

- Have a list of County personnel with telephone numbers and 
email addresses 

- Union, Officers and Retirement Associations 
 

� Make a budget, and then add at least 10% 
- Things will arise that you have not planned for (i.e., assisting with needs of children, grandchildren, 

etc.) 
 

� Know your applicable State taxes 
- Income tax 
- Personal property taxes 
- Real estate taxes (whether in the city, county or both) 
- Sales tax 
- Gas tax 
- Utility costs 

 
� Stay healthy 

� Maintain yearly physicals 
� Implement healthy habits 
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� No tobacco products 
� Minimum alcohol consumption 
� Food choices 
� Exercise 

 
� Continue your education 

� Community College 
� Online programs 

 
� Save your sick leave 

� Will add to your retirement 
� 1 year max 

 
� Estate Planning 

� Make a Will and Medical Directive 
� Appoint an Executor and/or Trustee (someone who does not have skin in the Game, but knows 

your wishes and will carry them out) 
 

� Other Things to Consider 
� Propane Gas vs. Natural Gas vs. Geo Thermal 
� Tankless Hot Water System 
� Updated Heating and Air System 
� Energy Savings Appliances 
� Solar Options 
� Smart Home Options 

 
DROP / Retirement Thoughts 
 

� Start planning for your retirement the day you come on the job!  Think about your future, and for that 
matter, your children’s future.  It is never too early to start planning for your retirement or your child’s 
college education.  Get in deferred comp and each time you get a pay raise, COLA or promotion, 
increase your contribution (put part of it in) deferred comp.  You won’t miss it that way and it will pay 
huge dividends later as it annuitizes.  Start putting money away for your kids college (savings bonds, 
Virginia 529 plans, etc.) as soon as they are conceived…that way, it won’t be a burden to you later 
when you are ready to retire. 

� Treat going in the DROP as if you are finalizing retirement, because, in essence, you are.  This is not a 
decision that should be taken lightly (i.e.-had a bad day at work, treated unfairly, tired, etc.)  This is a 
life changing decision that will financially impact you the rest of your days. 
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� Everyone’s situation is different.  Everyone has an algebra equation that needs to be completed before 
going into the DROP…and that formula differs for each individual’s life situation.   
Consider things like: can we do more than just survive on retirement income, is there a secondary 
household income, do you have children getting ready to go to or currently in college, are you going 
through a divorce, are there child support or alimony issues and how long until your payments stop, 
how much debt do you have, when will your mortgage be paid off, how much disposable income do 
you need, do you have a second career lined up, do you have adult family members that you are or will 
be caring for, can you afford all forms of medical care, etc.  These are some of the things that make up 
your algebra formula.  Again, that formula needs to be figured out before you go into the DROP. 

� Check with the retirement board and have your numbers run before you go into the DROP.  Have them 
run several different dates…when you would like to go may not be the most advantageous financially.  
Consider tax implications, hospitalization coverage, maximum leave pay out dates, etc. 

� Go to seminars like the one Mike Regan and CA Martin host.  This goes for the youngsters too!   
� Take the numbers you received from the retirement office-your retirement income, DROP figures, 457 

information, assets, debt, and future career plans and sit down with a financial planner before you 
make the decision to go in the DROP.  Give them your worst case scenario…I never plan to work after 
retirement, I’ll live to be 100 and I want to bring home $XXXX per month (taking inflation in to account 
annually).  See how it pans out for you and if you can actually afford to retire.  Remember, the DROP is 
irreversible once it kicks in…you ARE committed to a retirement date at that point. 

� Three years prior to the DROP - Take all your holidays in pay the last three years…it counts as income 
towards you retirement every year for the rest of your life.  Once in the DROP, try to hover around the 
maximum annual leave balance, remember, anything over 480 hours at the end of the year converts to 
S/L and you don’t get a leave pay out for S/L.  Your last year in the DROP, you can go over that 480 and 
get paid for it as long as you DROP before the end of the year.  With Comp Leave the magic number is 
336.  Consider taking your holidays in comp once in the DROP to quickly approach that magic 480.  
Anything over 480 hours you will get paid for.  I prefer to use Annual Leave at this point in my DROP 
(still hovering around 336) since I am maxed out in that and save my comp for the future payout. 

� S/L – You can elect to keep up to 40 hours of S/L upon entering the DROP…or you can choose to keep 0 
hours.  This is a personal choice and a tough one.  The S/L hours you turn in count as credit towards 
your years of service…paid every year for the rest of your life; however, if you turn in all your hours and 
you become ill or injured off duty just after entering the DROP, you will have no S/L to draw from and 
will have to use A/L, C/L or LWOP to cover the absence.  Once in the DROP, your S/L will probably 
accrue faster than you can use it and you will not see any pay or credit for the S/L hours you forfeit 
upon separation (retirement).  
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Mike’s Top Ten 
 

� Know your benefits.  You are part of the lucky few who have a defined contribution plan 
� Read Rich Dad Poor Dad by Robert Kiyosaki 
� Read The Millionaire Next Door by Thomas J. Stanley and William D. Danko 
� Get a Financial Planner who specializes in retirement investing and tax strategies 
� Run Monte Carlo analysis of how long your money will last 
� Make a 5 year plan – review, renew and adjust  
� Don’t underestimate health care costs  
� Don’t underestimate tax bite 
� Try living on your projected retirement income 3 years before going in DROP 
� Decision to retire needs to be business based NOT EMOTIONAL 
 

Bill’s 
  

� Income, including retirement income, is a very personal matter that family members (spouses) need to 
discuss before you even consider going to talk to the retirement people.  You really need to look at 
what your income is prior to retirement and truly calculate what your anticipated financial needs will 
be after retirement.  Critical to the entire process is deciding spousal benefit.  You need to determine 
what, if any, survivor benefit is appropriate and what you both feel is an “acceptable” income  while 
both are living and what is acceptable income for the survivor should the employee die..  

� Utilize the on-line program first.  It is generally accurate and can provide outstanding talking points 
when discussing retirement funding needs and options with your spouse.  

� If you do not know or want more information, write down your question/concern.  The retirement 
board does not provide blanket information.  If you ask, fine, but they will not generally share unless 
you ask. 

� Explore options for DROP money.  Although that decision does not need to be made right away, the 
options are actually incredibly varied, with opportunities for almost any interest. 

� Read and understand the small print.  This is a contract. 
� When you have your meeting with the retirement board and you plan on “signing” the paperwork, 

make sure you bring everything you need to do it.  A missing document can stop the entire process in 
its tracks. 

 
� Bring your spouse to the meeting(s).  They must fully understand what your (and theirs) financial 

standing will be with this contract. 
� Realize that signing the “DROP” is final…..NO going back. 
� Get into deferred comp….early!!!!!! 
� Use sick leave smartly.   As much as it sounds like a good idea use it occasionally, it works so much 

better to use the income in the future.  Remember, a year of S/L is getting you an extra 2.8 %/year in 
income for the REST of your life.  In “today” dollars.!!  In other words, those hours you “cashed in” in 
your younger days for say $30/hour are worth $46/hour now (and growing) for the rest of your life. 
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� Talk to several financial planners to obtain differing views.  Weigh what they provide, costs, 
interactions before deciding which one to go with. 

� Develop a plan and stick with it 
 

Words of Wisdom from a Member 
*** Family comes first. ALL decisions should be based on your family. This job will be a short period of your life 
but your family will be there always, nurture them so you have something and someone to retire to...*** 

� It is never too early to plan for retirement 
� Go to a county retirement seminar in your first 5 years, so you know where you need to be in 25 years, 

it goes by fast 
� Save, save, save... our consumer focused society wants you to spend, they entice you with the newest 

and greatest but most likely what you currently have works fine 
� Deferred compensation: max out as soon as possible, if you get promoted take a small pay raise then 

put the rest in deferred comp 
� Savings: 3 months of all bills and expenditures in savings 
� Auto loans: rob you monthly, put a lot of money down and pay off quickly. Keep your vehicle in great 

working condition and keep for many years (we've had our vehicles for 10+ years prior to replacing) 
� Work call back to pay for extras, it is amazing how much you can save when you only use your call back 

money for the extras, 1 day a month adds up 
� If you have or are planning to have kids buy the 529 for the state you reside in. If you do not have the 

means to pay lump sum or the 5 year pay off, sign up for the monthly payments and work call back and 
pay off early. Yes, this might mean that you do not get to buy that new truck/boat/RV but college 
interest is the fastest growing interest per year ( 7%) and it is tax deferred when used for education. 
Savings accounts are typically not tax deferred and grow slowly 

 
529: the estimates were based on 7% interest, to send our kids to college was 150k per child for 4 years. 300k 
would not have allowed me and my spouse to retire at 25 years, we would have had to continue working until 
my youngest child finished, extending our work to 31 years to pay for college. Buying the prepaid tuition at 
32k per child and with some additional savings for the misc. expenses, will allow us to stay on target to retire 
at 25 years.  
 

 
“Make a Business Decision not an Emotion Decision When Retiring” 

 
“Mike Regan” 
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6 Tax Factors to Consider When Picking a Retirement Destination Kiplingers 
 

Maybe you're thinking about relocating in retirement, in hopes of enjoying milder weather and lower 
expenses. Before you make a move, it pays to assess the overall tax burden of your future home. 

No matter where you live, your federal taxes will be about the same if you take the standard deduction. But 
you'd be amazed at how much your state and local tax burden may vary from one location to another. 

People planning to retire "often use the presence or absence of a state income tax as a litmus test for a 
retirement destination," says Tom Wetzel, president of the Retirement Living Information Center. That's 
indeed one factor for retirees to consider. But Wetzel notes that "higher sales and property taxes can more 
than offset the lack of a state income tax." 

Seven states -- Alaska, Florida, Nevada, South Dakota, Texas, Washington and Wyoming -- have no state 
income tax. Two states -- New Hampshire and Tennessee -- tax only dividend and interest income that exceeds 
certain limits. But many of the remaining 41 states (and the District of Columbia) that impose an income tax 
offer generous incentives for retirees. If you qualify for the breaks, moving to one of these retiree-friendly 
areas could still be a good deal -- taxwise -- for you. 

Here are five other key tax factors to consider when comparing states as possible retirement destinations: 

Taxes on retirement-plan distributions 

Although most states that impose an income tax exempt at least a portion of pension income from taxation, 
they often treat public and private pensions differently. For instance, some states exclude all federal, military 
and in-state government pensions from taxation. Other states go even further, exempting all retirement 
income -- including distributions from IRAs and 401(k) plans. 

Some states that tax pension income offer special breaks based on age or income. At the other end of the 
spectrum, several states are particularly tough on retirees, fully taxing most pensions and other retirement 
income. 

Taxes on Social Security benefits 
Depending on your income, you may be required to include up to 85% of your Social Security benefits in your 
taxable income when filing your federal return.  But in recent years, many states have been moving away from 
taxing Social Security benefits. Thirteen states now tax Social Security benefits to some extent. 
Sales taxes 

Don't forget to include state and local sales taxes in your personal budget analysis. Some states exempt food 
and medicine; other states famously have no sales tax at all, while some will tax every dime you spend. 
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And keep in mind that the sales-tax pain doesn't always stop at the state level. Most states allow cities and 
counties to assess their own sales taxes. 

Property taxes 

Property taxes are a major cost factor, particularly for retirees living on a fixed income. The median property 
tax paid in the U.S. on the median U.S. home value of $164,200 is $1,809, according to the Tax Foundation. 

Tax rates vary significantly from state to state and among cities in the same state. But many local jurisdictions 
offer property tax breaks to full-time residents, some based on age alone and others linked to income. 

Check to see how the local jurisdiction generates property-tax bills. There are two key numbers to evaluate: 
the percentage of a home's assessed value that is subject to tax and the property tax rate. Note that, 
depending on the tax rate, a home taxed at 100% of its assessed value could have a lower tax bill than a 
property that is taxed at only 50% of its assessed value. For example, on a $100,000 property taxed at 100% of 
its assessed value with a 2% tax rate, the property-tax bill would be $2,000. If instead the property is taxed at 
50% of its assessed value with a 5% tax rate, the tax bill would be $2,500. 

Estate and inheritance taxes 

In addition to the federal estate tax (only relevant to estates valued at $5.43 million or more in 2015), some 
states levy their own estate tax. Many of these taxes kick in at levels lower than the federal threshold. 
Wealthy retirees need to make sure their estate plans take into account both federal and state estate taxes, 
which can eat into the amount passed on to heirs. 

In a handful of states, heirs have to pony up. States that levy an inheritance tax require heirs to pay taxes on 
inherited assets 
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Best States to Retire According to Kiplinger’s  
 
1. Idaho  
Population: 1.6 million 
Share of population 65+: 14.3% (U.S.: 14.5%) 
Cost of living: 10% below the U.S. average 
Average income for 65+ households: $37,787 (U.S.: $50,291) 
Average health care costs for a retired couple: Below average at $373,109 (U.S.: $387,731) 
Idaho's tax rating for retirees: Mixed 
Put your potato jokes away, people. Idaho isn't nicknamed the Gem State for nothing. The moniker stems 
from the state being rich in natural resources and scenic areas including Shoshone Falls in Twin Falls, Hells 
Canyon in Riggins, Lava Hot Springs (near Pebble Creek Ski Resort) and the Sawtooth Mountains (a range of 
the Rockies)—all beautiful sights to enjoy throughout the state and your retirement. 
 
And that wealth of nature comes at a low price. The state's affordability, especially with regard to health care 
costs, makes it easy to stretch your retirement savings. And while the tax picture for retirees is mixed—there's 
a statewide sales tax of 6% and a state income tax that can go as high as 7.4%—Social Security benefits are not 
subject to state taxes. Idaho also does not have an inheritance or estate tax. 
 
Boise may be particularly attractive to retirees. Not too long ago we named it one of thebest college towns 
for retirement thanks to the many cultural and sporting events taking place on the campus of Boise State. 
 
2. Arizona 
Population: 6.6 million 
Share of population 65+: 14.2% 
Cost of living: 1% above the U.S. average 
Average income for 65+ households: $45,236 
Average health care costs for a retired couple: Below average at $374,477 
Arizona's tax rating for retirees: Most Tax Friendly 
The Grand Canyon State, with its ample sunshine, dry heat and beautiful desert landscape, is a popular 
retirement destination.Prescott, located 100 miles north of Phoenix, has a particularly abundant population 
of 65-and-older residents, who make up a whopping 26.3% of the metro area's total. And while the state has 
slightly above-average living costs, Prescott is one of our Cheapest Places Where You'll Want to Retire. 
 
Retired residents throughout the state can also save on taxes. Arizona is one of Kiplinger's 10 Most Tax-
Friendly States for Retirees. The state's income tax is modest, and Social Security benefits and a portion of 
some other types of retirement income are exempt. Plus, there's no inheritance or estate tax. 
 
3. Florida 
Population: 19.4 million 
Share of population 65+: 18.2% 
Cost of living: 1% below the U.S. average 
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Average income for 65+ households: $47,031 
Average health care costs for a retired couple: About average at $389,372 
Florida's tax rating for retirees: Most Tax Friendly 
More than 3.5 million older residents can't be wrong. Florida is famous for its retiree-haven status, what with 
its warm weather, beautiful beaches and seven-season-long "Golden Girls" endorsement. But the main 
attraction for retirees to the Sunshine State must surely be the tax situation. Florida has no state income tax, 
estate tax or inheritance tax, and it doesn't tax Social Security or other retirement income, either. Plus, those 
benefits are pretty secure: Florida ranks fifth in the country for fiscal soundness, according to a recent report 
from the Mercatus Center at George Mason University, in large part due to its abundance of cash versus short-
term liabilities. 
 
The state is packed with nice, affordable metro areas, including Fort Myers, Sarasota and Tampa along the 
Gulf, and Vero Beach on the Atlantic side. And Gainesville is a great college town for retirement.  
 
4. Washington 
Population: 6.9 million 
Share of population 65+: 13.2% 
Cost of living: 1% above the U.S. average 
Average income for 65+ households: $50,294 
Average health care costs for a retired couple: About average at $384,949 
Washington's tax rating for retirees: Tax Friendly 
The Evergreen State can be a great place to stay refreshed throughout retirement. Washington boasts more 
than 3,000 miles of coastline and two major mountain ranges: the Cascades and the Olympic Mountains. So 
active retirees have plenty of opportunities to boat, swim, climb, hike and more. No wonder the state ranks 
third in the country for physically active seniors, according to the United Health Foundation's senior health 
rankings report. 
 
Spokane, located about 300 miles east of Seattle, is a nice choice for nature-loving retirees. And when you 
get tired of hiking, biking, boating and fishing, you can hit the 33 golf courses, more than 20 wineries and 
many breweries and distilleries around the region. Worried the infamous rainy weather of the region will 
dampen your good times? Don't. While Seattle does get an average of 36 inches of rain per year (the U.S. 
average is 37 inches), Spokane sees just half that amount of rainfall. Besides, as Éponine of Les Miserables 
sings, "A little fall of rain can hardly hurt you now 
 
5. South Carolina 
Population: 4.7 million 
Share of population 65+: 14.7% 
Cost of living: 12% below the U.S. average 
Average income for 65+ households: $39,985 
Average health care costs for a retired couple: Below average at $373,631 
South Carolina's tax rating for retirees: Tax Friendly 



 
REMEMBER THESE ARE IDEAS, THOUGHTS AND TIPS. FOR MORE INFORMATION REFER BACK TO:  FAIRFAX 

COUNTY RETIREMENT BOARD (703) 279-8200, BENEFITS (703) 324-3311, AND  
T-ROWE PRICE (703) 324-4995. 

101 | P a g e  
 

 

If the mild weather and southern charm of the Palmetto State isn't enough of a retirement draw for you, 
surely the affordability can tempt you. On top of well-below-average living costs, the tax situation goes easy 
on a fixed income, too. South Carolina doesn't tax Social Security benefits and offers generous exemptions on 
other types of retirement income. It also does not levy an inheritance or estate tax. Property taxes tend to be 
very low. 
 
Hilton Head Island is a popular retirement spot, but Myrtle Beach is generally more affordable. Both places 
offer ample amounts of golfing, beach bumming and water activities 
 
6. Alabama 
Population: 4.8 million 
Share of population 65+: 14.5% 
Cost of living: 9% below the U.S. average 
Average income for 65+ households: $41,856 
Average health care costs for a retired couple: Below average at $370,183 
Alabama's tax rating for retirees: Tax Friendly 
Retirees are sure to love the Heart of Dixie. You can get many of the benefits of retiring to Florida—warm 
weather, nice beaches and plenty of golf—all at a lower price. The low living costs extend to health care, for 
which retirees can expect to spend 4.5% less than the average retired American couple. Taxes are easy on the 
budget, too, with income tax rates ranging from just 2% to 5%, and Social Security benefits being exempt. 
 
Decatur may be a particularly nice destination for your retirement. Situated along the Tennessee River in 
northern Alabama, the city offers inexpensive outdoor recreation, including some of the state's best bass 
fishing in Wheeler Lake. 
 
7. Tennessee 
Population: 6.5 million 
Share of population 65+: 14.2% 
Cost of living: 2% below the U.S. average 
Average income for 65+ households: $42,218 
Average health care costs for a retired couple: Below average at $376,365 
Tennessee's tax rating for retirees: Tax Friendly 
The Volunteer State is a good choice for budget-conscious retirees. Every major metro area offers below-
average living costs in almost every category of expenses, including health care and taxes—among the biggest 
financial concerns for aging Americans. In fact, there's no state income tax at all. And being economically 
healthy, Tennessee should have no issues maintaining its tax-friendliness; it ranks eighth of all states for fiscal 
soundness, according to a recent report from the Mercatus Center at George Mason University. 
 
Check out Chattanooga for its thriving arts and music scene. You can also enjoy the area's outdoor 
recreation, including biking along the Tennessee River or white-water rafting, depending on your desired level 
of activity 
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8. Georgia  
Population: 9.9 million 
Share of population 65+: 11.5% 
Cost of living: 6% below the U.S. average 
Average income for 65+ households: $47,632 
Average health care costs for a retired couple: Below average at $370,010 
Georgia's tax rating for retirees: Most Tax Friendly 
Another Southern state proves charming for retirees. Warm weather and low living costs make Georgia just 
peachy for a happy retirement destination. Health care expenses are particularly affordable for retirees, with 
the lowest estimated costs among our top 10 states for a retired couple.  
 
Plus, Georgia's favorable tax situation makes it one of the 10 Best States for Taxes on Retirees. 
If you want to enjoy big-city attractions along with the slower pace of a small town, consider Sandy Springs, a 
suburb of Atlanta. 
 
9. Utah 
Average income for 65+ households: $49,996 
Average health care costs for a retired couple: Below average at $377,405 
Utah's tax rating for retirees: Not Tax Friendly 
The Beehive State is a particularly sweet spot for retirees. The low living costs help offset some unfriendly 
state tax laws—Utah is one of the few states that taxes Social Security benefits, for example. And even with 
income levels for older adults about average for the U.S., the state has the fourth-lowest poverty rate for 
people 65 and older. 
 
Utah's outdoor recreation options are also sure to keep you buzzing through retirement. There are five 
national parks, seven national monuments, five national forests and 43 state parks to host all your hiking, 
climbing, boating and skiing desires. No wonder the state ranks fifth in the U.S. for the overall health of its 65-
plus population, according to the United Health Foundation. St. George—on the Arizona border, west of Zion 
National Park and north of the Grand Canyon—is a nice location for active retirees. 
 
10. South Dakota's 
Population: 834,708 
Share of population 65+: 14.7% 
Cost of living: 10% below the U.S. average 
Average income for 65+ households: $39,293 
Average health care costs for a retired couple: Below average at $379,948 
South Dakota's tax rating for retirees: Most Tax Friendly 
The Mount Rushmore State might not be the first place that comes to mind when you dream of where to 
retire, but it's first place on our list. Affordability is the main factor pushing it to the top spot. In addition to 
low living expenses, including for health care, South Dakota is one the 10 Best States for Taxes on Retirees. 
And you can be confident it'll stay that way. The state ranks third in the country for fiscal soundness, according 
to a recent report from George Mason University's Mercatus Center. 
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Both Sioux Falls and Rapid City rank among the five best small metro areas for successful aging, according to 
the Milken Institute, coming in second and fifth, respectively. The former offers a large pool of doctors and 
nurses, as well as hospitals offering services specialized for the aging population, such as geriatric, hospice and 
rehabilitation. The latter boasts a low unemployment rate for older workers and a host of growing small 
businesses, indicating a good environment for any retirees interested in starting an encore career. Bonus: 
You'll be sure to lure the grandkids for a visit with the promise of a day trip to Mount Rushmore. 
 

Worst States to Retire According to Kiplinger’s  
 
1. New York 
Population: 19.6 million 
Share of population 65+: 14.1% 
Cost of living: 29% above the U.S. average 
Average income for 65+ households: $63,174 
Average health care costs for a retired couple: Above average at $397,107 
New York's tax rating for retirees: Least Tax Friendly 
One (pricey) Big Apple spoils the entire Empire State. Manhattan reigns as the most expensive place to live in 
the U.S., with costs soaring 127.4% above the national average, according to the Council for Community and 
Economic Research.  

New York sports the second-highest living costs of any state, behind only Hawaii. 

Despite boasting an average income for residents age 65 and older that's among the top five in the country, 
the same age group suffers a poverty rate of 11.4%, worse than the national 9.4% rate. 

 
2. New Jersey 
Population: 8.9 million 
Share of population 65+: 14.1% 
Cost of living: 22% above the U.S. average 
Average income for 65+ households: $66,409 
Average health care costs for a retired couple: Above average at $403,420 
New Jersey's tax rating for retirees: Least Tax Friendly 
Retirees planning to plant themselves in the Garden State might want to reconsider.  

Both living costs and taxes in New Jersey take a big bite out of retirement nest eggs. The combined state and 
local tax burden is the second-highest in the nation. And it doesn't ease up after you die—the money you 
leave behind is subject to both an estate tax and inheritance tax (though there are exemptions for spouses 
and some others). Plus, with the second-worst ranking for fiscal soundness, behind only Illinois, the tax picture 
is unlikely to improve soon. 
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More bad news: New Jersey's living costs are the fourth-highest in the country, with retiree health care costs 
ranking third-highest in the nation. Still, residents seem to bear the burden well. The average income for 65-
and-up residents is the third-highest in the U.S., and the poverty rate for the age group is a low 7.9%. 

3. California 
Population: 38.1 million 
Share of population 65+: 12.1% 
Cost of living: 15% above the U.S. average 
Average income for 65+ households: $62,003 
Average health care costs for a retired couple: Above average at $394,831 
California's tax rating for retirees: Least Tax Friendly 
Another one of the 10 Worst States for Taxes on Retirees, the Golden State could be fool's gold as a 
retirement choice. Except for Social Security benefits, retirement income is fully taxed, and California imposes 
the highest state income tax rates in the nation (the top rate is 13.3% for single filers with $1 million incomes 
and joint filers with incomes above $1,039,374). The state sales tax combined with additional local levies can 
reach as high as 10%. 

Everything seems bigger in California, including high living expenses. Indeed, plenty of older residents are 
unable to bear it: 1 in 10 Californians age 65 and over are living in poverty. 

4. Connecticut 
Population: 3.6 million 
Share of population 65+: 14.8% 
Cost of living: 29% above the U.S. average 
Average income for 65+ households: $63,726 
Average health care costs for a retired couple: Above average at $402,594 
Connecticut's tax rating for retirees: Least Tax Friendly 
The Constitution State does little to promote the general welfare of its resident retirees. In fact, Connecticut 
ranks among the 10 tax-unfriendliest states for retirees.  

Real estate taxes are the second-highest in the country.  residents face taxes on Social Security benefits, and 
most other retirement income is fully taxed, with no exemptions or tax credits to ease the burden. Because 
Connecticut ranks 47th out of all states for fiscal soundness, state taxes are not likely to go down any time 
soon. 

All those taxes come on top of high living costs, the second-highest in the country, tied with New York and 
behind only Hawaii. One plus: Connecticut residents can often afford the costs. The state's average household 
income for seniors is the fourth-highest in the U.S., and its poverty rate for residents age 65 and older is a low 
7.1%, compared with 9.4% for the U.S. 

5. Illinois 
Population: 12.9 million 
Share of population 65+: 13.2% 
Cost of living: 4% above the U.S. average 
Average income for 65+ households: $51,079 
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Average health care costs for a retired couple: Above average at $398,927 
Illinois's tax rating for retirees: Mixed 
The Prairie State's fiscal standing has been sliding downward for years. Illinois has weighty long-term debts, 
large unfunded pension liabilities and big budget imbalances. All this puts it squarely at the bottom of the 
state rankings for fiscal soundness, according to George Mason University's Mercatus Center. In October 2015, 
ratings agency Fitch downgraded the state's credit rating to near-junk status. 

On the plus side, the state doesn't tax distributions from a variety of retirement income sources, including 
401(k) plans and individual retirement accounts. For now, that is.  

Given such a poor fiscal state, tax breaks are hardly assured, and higher taxes are on the table. Already, 
state and local sales taxes rise above a combined 10% in some areas, and they will be even higher effective 
July 1, 2016 

6. Massachusetts's 
7% above the U.S. average 
Average income for 65+ households: $61,436 
Average health care costs for a retired couple: Above average at $413,007 
Massachusetts's tax rating for retirees: Not Tax Friendly 
The Bay State harbors some heavy costs for retirees. On top of the high overall living costs,the total a couple 
can expect to pay for health care throughout their retirement is the second-highest in the country, trailing 
only Alaska. 

And though the average household income for seniors is high, taxes can take a big bite out of those earnings. 
Social Security benefits are exempt, but effective in 2016 most other retirement income is taxed at the state's 
flat rate of 5.1%. 

 

7. Rhode Island 
Population: 1.1 million 
Share of population 65+: 15.1% 
Cost of living: 13% above the U.S. average 
Average income for 65+ households: $55,802 
Average health care costs for a retired couple: Above average at $392,592 
Rhode Island's tax rating for retirees: Least Tax Friendly 
Tiny Rhode Island packs in big bills for older folks. On top of the above-average living costs, it's one of the 10 
Worst States for Taxes on Retirees, taxing virtually all sources of retirement income at ordinary rates. (Note: 
Starting in 2016, the state will begin to give residents a break on Social Security taxes.) The state sales tax is 
7%. 

On the bright side, the above-average incomes for older residents can make those burdensome costs a bit 
more bearable. 
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8. Montana 
Population: 1.0 million 
Share of population 65+: 15.7% 
Cost of living: 1% above the U.S. average 
Average income for 65+ households: $36,933 
Average health care costs for a retired couple: Below average at $377,877 
Montana's tax rating for retirees: Least Tax Friendly 
Despite its Treasure State nickname, it can be hard to hold onto your fortune in Montana. Living costs are 
about average, but incomes are well below the norm. In fact, the average household income for residents age 
65 and up is the lowest in the country. The tax situation certainly doesn't help. One of the 10 Worst States for 
Taxes on Retirees, Montana taxes most forms of retirement income, and the top rate of 6.9% kicks in once 
taxable income tops just $17,000. 

Still, Big Sky Country seems to retain a large number of retirement-age folks: The state's 65-and-older 
population is 15.7%, compared with 14.5% for the U.S. The great (albeit cold) outdoors, including Yellowstone 
and Glacier national parks, may be what trumps the state's drawbacks for adventurous retirees. Great Falls, on 
the high plains of Montana's Rocky Mountain Front Range, proves particularly popular with the over-65 
crowd, which makes up 16.1% of the metro area's population. 

9. Vermont 
Population 626,358 
Share of population 65+: 15.7% 
Cost of living: 19% above the U.S. average 
Average income for 65+ households: $42,599 
Average health care costs for a retired couple: Below average at $373,830 
Vermont's tax rating for retirees: Least Tax Friendly 
It's not easy being retired in the Green Mountain State. Exorbitantly high living costs and taxes weigh heavily 
on below-average incomes. Social Security benefits, as well as most other forms of retirement income, are 
subject to state taxes, and the top income tax rate is a steep 8.95% (which kicks in at $411,500 for both single 
and married filers). 

On a positive note, Vermont boasts the healthiest seniors in the country, according to the United Health 
Foundation's rankings. Burlington, a small city on the shores of Lake Champlain, rates as a great place to 
retire thanks to beautiful surroundings that surely help boost physical activity and overall health among the 
locals. 

10. Wisconsin  
Population: 5.7 million 
Share of population 65+: 14.4% 
Cost of living: 10% above the U.S. average 
Average income for 65+ households: $37,673 
Average health care costs for a retired couple: About average at $387,705 
Wisconsin's tax rating for retirees: Mixed 
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High living costs and low average incomes can put a yoke on retirees in Wisconsin. In fact, the state's average 
household income for seniors is the second-lowest in the country, behind only Montana. The tax situation in 
the Badger State doesn't help, either. Social Security benefits are exempt from state taxes, but most other 
retirement income is subject to taxation (though there are some breaks for low-income residents). 

If you can afford it, though, the state capital of Madison holds its charms for retirees, offering an abundance of 
quality health care facilities, as well as plenty of museums, libraries and the University of Wisconsin. 
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A Letter from One of Our Members to His Sister at Her Eulogy  
 
Just wanted to thank those who have called about the passing of my sister --------, she passed away on 
Monday after battling lung cancer. 
 
She had a free spirit, and was always right........well......she thought so.  She was loved by all and she knew no 
strangers, a stranger was someone she had not met yet.  She was diagnosed in January of cancer, various 
treatments were selected, all were aggressive, painful and life changing.  Her cancer was stage 4, she decided 
she would forgo treatment and enter Hospice so that she could live her life out as long as she could without 
the issues with chemo, for six or more months of life that may not be so happy.  
  
She was doing pretty good for the past 5 months, but started changing quickly at the end of May.  I, as well as 
many of you, have had family members suffer from this terrible disease, some suffering for long terrible time 
periods.  My family and I were lucky this time, she was taken quickly with minimal suffering.  We knew ----- 
would be leaving us, but not this soon, we were concerned for the future for what was to come, but the good 
Lord was merciful to her and her family. 
  
Life is precious, each and every day we take a breath.  Every day we make choices that will make a difference 
in your life as well as many others, whether you know it or not.   
 
When someone has a disease and knows they will be leaving this world, things can be planned out, you can 
repair relationships, you can bring religion into your life, you can tell a loved one you love them before it is too 
late. 
 
When you suddenly die, from a heart attack, car accident or asteroid strikes you in the head, a lot of your 
story ends for most people.  What legacy do you leave behind, what projects did you leave unfinished, were 
you mad at someone, or is someone mad at you, when did you last say “I love you” to your Wife, Husband, 
Daughter, Son, Sister or Brother?  In a blink of an eye it could be over.  
  
Did you complete your mission in life? 
Do your loved ones know you love them? 
Did you travel? 
Did you enjoy life? 
Did you forgive someone? 
Did you share your life with the Lord? 
Did you take a deep breath and just relax? 
Do you have a will to take care of your family? 
  
I have been so lucky in life to be happy. Have I had rough roads?  Oh yeah, but it’s how you deal with those 
issues that make or break you.  Sometimes you just need to pick up the pieces of the puzzle and rebuild it, 
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sometimes you need to get down on your hands and knees to find the pieces you have missing, or pray for 
help to get you through the rough times of life. 
  
I hope each and every one of you know I love you, and would help you in any way I can, but remember it all 
starts with you on how life goes........my rule for you: 
 

 Live your life to be happy, and make someone else happy… 
 Don't make someone cry unless it’s something that they are happy over… 
 Smile at a stranger… 
 Love your family…  
 Don't be in a rush.....it may kill someone… 
 Make it a point to learn something every day....don't waste it… 
 Don't go to bed angry, fix it now… 
 Have you found joy in your life? 
 Has your life brought joy to others? 

 
Our lives are too short, and there's too much neat stuff to do in life, take advantage of being happy.  Love You 
-----, spread your Love over us all till we see you again…. 
  
Your Baby Brother  
 

 

TO ALL, I HOPE YOU AS YOU READ THE LAST 
PAGE IT AGAIN MAKES YOU THINK ABOUT 

LIFE TODAY! 
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ONE LAST THOUGHT 
 
 

REVIEW THIS WORKBOOK AGAIN AND 
HIGHLIGHT WHAT IS IMPORTANT TO YOU 

 AND YOUR FAMILY  
 

 DECISIONS ARE HARD BUT THEY HAVE TO BE   
DO NOT MAKE EXCUSES! 

 

KEEP A COPY OF YOUR IMPORTANT 
PAPERS SO FAMILY/FRIENDS CAN 

FIND THEM ESPECIALLY 
PASSWORDS  



PHONE NUMBERS  

THANK YOU SO MUCH  
 

Ginger Gray  State Farm   (703) 278-5440 

Hughes Financial Services, LLC  (703) 669-3660 

The Florian Foundation    (571) 332-6283 

Joann Hilliard      (703) 447-5447 

   

Bill Barker  Liberty Mutual   (703) 229-9128 

Mario Orozco Eagle Strategies   (571) 451-4405  

Andrea Masters  Union Disability   (301) 458-2153 

Steffan & Associates Estate Planning   (703) 691-4810 

Dawn Johnson Aflac Insurance    (301) 252-7533 

 

T-Rowe Price       (703) 324-4995 

Fairfax Retirement Agency     (703) 279-8900 

County Benefits Division      (703) 324-3311 
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