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What is ERFC?

o
ERFC

Enter Retirement
Feeling Confident

69.1%

of retiree benefits are paid to
Virginia residents

 Created on July 1, 1973, to « Serves more than « Key contributor to
help build financial 43,000 members Virginia’s economy
retirement security for
Fairfax County Public
Schools (FCPS) full-time
educational, administrative,

and support employees
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What is ERFC?

ERFC

(Educational Employees’
Supplementary Retirement
System of Fairfax County)

VRS

(Virginia Retirement System)
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Retention
Challenge

FCPS employees in the ERFC
Legacy plan (~2,000 members)
were leaving for other Virginia
school districts that offer VRS
state pension.
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Solution

The FCPS Board approved the
launch of DROP.

ERFC Legacy members who are
eligible for an unreduced
retirement have the option to
retire with ERFC while continuing
to work full time for FCPS and
receive a salary for a maximum
of five years.
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Considerations

 DROP programs are somewhat controversial
In the industry.

* |n 2020, the Government Financial Officers
Association (GFOA) issued an advisory
against DROPs:
www.gfoa.org/materials/deferred-retirement-
option-plans

« Well-designed and well-managed DROPs can
be effective under certain circumstances.
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http://www.gfoa.org/materials/deferred-retirement-option-plans
http://www.gfoa.org/materials/deferred-retirement-option-plans

DROP Design
Considerations

* Who is the program designed for? How long?

« Eligibility requirements (age and service years)
« Timing for retirement election choices

« Maximum DROP length

» How benefits would be accumulated

« COLA impact

« Timing for DROP balance withdrawal
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How DROP Works

ENROLL 0

Optional program

S=»>

Members make their
retirement elections
when they enter DROP
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Only open to Legacy
members eligible for an
unreduced benefit

&

Pension benefits earn an
annual 4% interest rate
compounded monthly

Can exit DROP anytime
but must exit after 5 years

Members must receive their
DROP account balance upon
exiting DROP

=
ERFC &> Gallagher 11



Timeline

o @ O >
April 2024 May 2024 June 2024 July 2024 to
Present

 FCPS Board « Educated staff « Conducted * Monitoring
approved DROP » Created technical testing outcomes
effective July 1, infrastructure and « Launched « Ongoing member
2024 workflow process platform education

» Surveyed Legacy * Announced « Marketing via * Process
members program to Legacy video, postcards, enhancements

members email, and social
2=
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. ERFC
Collaboration

ERFC plan updates, regulations, rose o
Lega| and handbooks s I

techeucal buildout Member Services
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* Payment workflow
» Timelines
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Legal

=
ERFC

The Educational Employees’ Supplementary
Retirement System of Fairfax County

ERFC

Benefit Plan Structure

As restated effective July 1, 2024

—
ERFC

The Ed oy o 0

ey Y
Retirement System of Fairfax County

Regulations

As amended through
November 18, 2022

Regulations

ERFC plan updates, regulations,
and handbooks

ERFC Legacy Benefit
Plan Structure

Handbook
for Members

Educational Empl * Suppl y Retirement System of Fairfax County

Fairfax County (VA) Public Schools

Handbook
P ——
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ERFC

Member Information
Account Summary
Earnings History
Contact Information
Demographics
Named Beneficiaries

Create Your Own
Estimate

Estimate History

Education

Seminars

DROP Account
Summary

Communications

Create Your Own Estimate

You are not eligible to receive retirement benefits.
Please contact the retirement office for more
information.

Benefit Options

Retirement
v DROP b

Enter On

Survivor Options

Name

Relationship

Backend infrastructure and
technical buildout

3110 Fairview Park Dr., Ste 300 = N N
Falls Church, VA 220424525 ERFC Member Status: Active
703-426-3000 | erfcpension.org
Monthly Benefit Estimate Calculation Summary for: John Doe (***-**-2222)
» Created: 41252024 1:26:13 PM Benefit Type: DROP (Service Retirement)
Plan Name: ERFC
'ship Date: 09/2000 Retirement Date: 12/1/2030 Beneficiary Name: Doe, Johnny T
's Date of Birth: 11/18/1974 Age at Retirement: 55.00 Beneficiary Date of Birth: 11/5/1974
iial Security 121172042 Full Social Security 67.00 Beneficiary Age at 55.00
Age: Retirement:
DROP Account |

rle below displays your DROP account balance at the end of each year of DROP Participation. Also displayed is the

t of your ongoing monthly benefit (including cost-of-living adjustments, COLA if applicable) if you were to exit DROP
ind of the respective year.

The computed DROP Account Balance is the accumulation of the monthly DROP benefit, COLA if applicable, and
tearned using the current DROP interest rate. Your DROP account will earn 4% annual interest compounded

y (unless the Board of Trustees adopts a lower rate for a particular fiscal year.) Interest on your DROP account will

1 applied for full months, not partial months.

DROP Account ]
Basic Benefit Option - Standard Basic Benefit Option - Level Lifetime
'ear | DROP Monthly | DROP Acct Year | DROP Monthly | DROP Acct
Benefit Balance Benefit Balance
1 $1,698.72 $20,746.20} 1 $1,092.58 $13,343.50|
2 $1,749.69 $42,866.12 2 $1,125.36 $27,570.52|
3 $1,802.18 $66,509.63 3 $1,159.12 $42,777 47|
4 $1,856.25 $91,756.87 4 $1,193.89 $59,015.82|
5 $1,911.94 $118,691.70) 5 $1,229.71 $76,339.60|
dption A: 100% Survivor - Standard Option A 1007 SuritvorsLaval
'ear | DROP Monthly | DROP Acct Year | DROP Monthly | DROP Acct
Benefit Balance Benefit Balance
1 $1,443.91 $17,634 .25 1 $928.68 $11,341.85|
2 $1,487.23 $36,436.11 2 $956.54| $23,434 62|
3 $1,531.84 $56,532.94 3 $985.24 $36,360.35|
4 $1,577.79 $77,992.83 4 $1,014.80 $50,162.85|
5 $1,625.13 $100,887.17| 5 $1,045.24 $64,887.91
Option B: 50% Survivor - Standard OQFtichB:80% Surition: tevel
'ear [ DROP Monthly | DROP Acct Year | DROP Monthly | DROP Acct
Benefit B: Benefit
1 $1,545.84 $18,879.09 1 $994.25 $12,142.63
2 $1,592.22 $39,008.25 2 $1,024.08| $25,089.27|
3 $1,639.99 $60,523.90} 3 $1,054.80 $38,927.62|
4 $1,689.19 $83,498.91 4 $1,086.44 $53,704.52|
5 $1,739.86 $108,009.57| 5 $1,119.03 $69,469.12|
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Member Services

 Member education

* Timelines

« User experience

« Application processing
 Staff training

=X
ERFC &> Gallagher 17



Finance

Payment workflow

Timelines

DROP exit processin

Staff training

'S Did you know ERFCDirect is your A 3110 Farview Park Drive, Suile 300
U crtie st porart ecom s
ERFC 7<% ciemsin s

DROP Exit Notification

PART A — General Information
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PART 8 - Lump Sum Refund or Rollover Request
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Communications

What Is DROP?

DROP into
Retirement ...

retirement? Scan for

With ERFC ===

Exit When you exit DROP (after 5 years or sooner),
youl recaive the funds in your DROP account and
your monthly ERFC pension will start boing direct
deposited into your bank account.

Messaging, marketing &
outreach campaigns

DROP

Deferred Retirement
Option Program

Effective July 1, 2024

DROP Slides

A
FRFC: Your supplemental A/,‘
EntJerRehremen‘t FCPS Pension FCPS

Feeling Confident

DROP Into Retirement With ERFC

i €

Attention Legacy Members

Are you eligible for an unreduced ERFC retirement?
Then the Deferred Retirement Option Program (DROP) may
be right for you!

UNREDUCED RETIREMENT: You can retire at age 55 with 25 or more years of
service or at 65 with at least 5 years of service.

85 55
p=] =]
i [ 5 RUNBERIFTLE 25 KU
&= YEARS OF SERVICE

3 How Does It Work?
" DROP lets you work for FCPS and receive a salary for up to 5 years
past your ERFC retirement age.

& Enroll:

To start the DROP entry process, submit your Application to Enter DROP
(ERFC 41A).

& Accrue

19



Results

@ July1, 2024

133 Members Entered DROP

As of March 2025

308 members have entered DROP

@ June 2025 — September 2025

An additional 40 have

applied to enter DROP in FY 26

62% of currently eligible
members are enrolled in DROP
(280 of 445)

=
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Financial Impact

 DROP increased cost and Plan's risk profile

* Yet, Long Term Benefit
Cost of replacing these employees
outweighed the cost and risk of
providing these additional benéefits,
based on 30-year forecast based on
conservative estimates of impact on

member behavior.
/
- A

 DRORP is temporary and will phase out over
ten years

=
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Lessons Learned

V Allow adequate preparation period prior to launch (one year minimum).
V Establish a minimum time frame members must stay in DROP.

V Clarify reasons for member removal from DROP.

Allow more time to build an automated DROP entry
and exit process.

Build a monthly report to keep the Board of
Trustees updated.

A’\ -
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Questions

National Institute on Retirement Security 23
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