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The DROP Zone

COIAS and DROP by Mike Galloway Financial Planner

(Mesa Police Lieutenant ret.)

There always seems to be a
lot of confusion regarding
COLAs.

There are two key issues.
The first is your age and the
second is the date of your re-
tirement. If you're 55 or older
by July 1st of the year in
question, you needed to have
received benefits on or before
July 31st in the previous year
to be eligible for a possible
COLA. If you're not 55, you
needed to have received
benefits on or before July 31st
in the two previous years to
be eligible for a possible
COLA.

In plain English, if you retire
on June 30th and funds are
available, your COLA is two
years and one month away. If
you retire a month later in July
your COLA is three years
away and you never get back
the lost COLA.

Remember the COLA is based
on available funds and is never
guaranteed. This issue be-
comes critical for strategic plan-
ning when to enter or leave the
DROP program. If you're due to
leave DROP, for example in
July or August, you need to
weigh the possible additional
COLA against the extra interest
you would have received by re-
maining in DROP for an extra
month or two. For some mem-
bers leaving DROP a month or
two early, may be advanta-
geous. Please seek out all the
variables before you decide.
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