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6 Questions to Ask Yourself before You 
RETIRE from Your Government Job

If you’re like most government employees 
approaching retirement, the idea of ending your 
career probably brings mixed emotions. On one 
hand, you’re likely excited about the idea of leaving 
the daily grind. Retirement may give you the 
opportunity and freedom to pursue new passions, 
travel the world or simply spend more time with 
friends and family.

On the other hand, retirement can bring 
uncertainty. You may be anxious about leaving 
a job you love and all of the friends you have at 
work. You may also be unsure of how you’ll spend 
all of your free time. And, you likely have plenty of 
questions about money, specifically whether you’ll 
have enough to last your lifetime.

You’re not alone. In our work with retiring 
government workers, we hear about all these 
emotions and more on a regular basis. Retirement 
is a big change. Usually, it’s an overwhelmingly 
positive change, but it’s a change nonetheless.

To alleviate some of these concerns, it’s helpful to 
have a plan in place. This is especially true when it 
comes to retirement income questions. Often, by 
writing your concerns on paper, you can identify 
areas where you’re in good shape, and uncover 
areas where you need to focus your attention.

The following are six questions we ask 
government employees who are approaching 
retirement. If retirement is on your mind, ask 
yourself these same questions. They should help 
you clarify your vision for retirement, identify 
areas you need to address and help you develop 
your own retirement income plan.
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1What Does My Ideal 
Retirement Look Like?
This important question is one too few retirees ask 
of themselves: What are you going to do with all 
your free time during retirement?

Why is this question so important? The answer 
is simple: the way you spend your time during 
retirement will determine how much money you 
need. Far too often, retirees assume they will spend 
less money in retirement. After all, they no longer 
have to commute to work or buy work clothes and 
purchase lunches. 

What many retirees fail to consider, though, is they’ll 
need something to fill their newfound free time, and 
that something could cost a lot of money.

How will you spend your free time in retirement? 
Golfing? Traveling? Gardening or taking up another 
hobby? Many retirees find they actually spend more 
money in retirement than they did when they were 
working—the costs for vacations and rounds of golf 
can add up.

Write down what your ideal retirement looks like. 
When you wake up in the morning, what will you 
be doing? How will you fill your day? How many 
vacations will you take each year? How much money 
will you spend on your children and grandchildren? 
Will you buy a new home or a vacation property?

When we put retirees through this exercise, they often 
find their ideal retirement is much more expensive 
than they anticipated. This isn’t necessarily a bad thing. 
You only get one retirement, so it’s important you 
spend it doing the things that make you happy.

However, if your retirement will be more expensive 
than you anticipated, it’s better to know that 
information sooner rather than later. By outlining your 
activities in retirement (and how much those activities 
cost), you can plan accordingly and make adjustments.
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2How Much Money Will  
I Need in Retirement?
Once you’ve visualized your ideal retirement, 
it’s time to come up with a price tag. This is an 
important step, as it can tell you whether your 
savings efforts are on track or whether you need  
to be more disciplined.

Make a list of your projected expenses in 
retirement. Break them down into two groups: 
fixed and discretionary expenses. Fixed expenses 
are expenses written in stone. They’re the bills 
you have to pay to survive. These costs usually 
include things like your mortgage or rent, utilities, 
cellphone costs, health care, food, gas, car 
payments and insurance.

Think of discretionary expenses as those that help 
you live your ideal retirement. If fixed expenses are 
all about living, then discretionary expenses are all 
about lifestyle. These expenses are usually things 
you would like to afford, but can also live without, 
if needed. Your discretionary expenses may include 
things like travel, dining out, entertainment, gifts 
for family, hobbies and more.

You may not know the exact numbers for these 
expenses, and that’s OK. The goal here is to come 
up with an estimate of how much money you’ll 
need in retirement. Also, you may want to try 
different amounts for your discretionary income. 
See how much you’ll need if you cut back on travel 
and other “fun” expenses. By comparison, you can 
also look at a scenario where you spend a lot of 
money on fun activities.

You can use a spreadsheet for this or simply 
use a pen and pad of paper. However, you may 
find it most helpful to work with a skilled and 
knowledgeable financial professional. They’ll 
be able to give you solid expectations about 
retirement costs and may even identify some 
expenses you hadn’t considered.
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3What Are My Potential 
Sources of Income?
Once you know how much your retirement will 
cost, the next step is to identify streams of income 
that can cover your expenses. Fortunately, many 
government workers have access to retirement 
plans that aren’t often found in private-sector work. 
You may have a defined benefit plan, a defined 
contribution plan, some combination of the two or 
even additional supplemental plans.

Of course, the challenge is in determining 
which plans are the best sources of income for 
your unique situation and how to best allocate 
your retirement savings. You also may need to 
determine when you should start drawing income 
from your various retirement assets.

The best place to start is with guaranteed sources 
of income. These include Social Security and your 
defined benefit plan, or pension, if you have one. 
You can contact Social Security to find out what 
your monthly benefit will be if you start taking 
benefits at different ages.

Although you may be able to take benefits as early 
as age 62, your payment will likely be less than if 
you had waited until full retirement age (FRA) to 
begin drawing. Similarly, by waiting past your FRA, 
you may be able to receive an increased payment. 
A financial advisor can help you project your Social 
Security payments and determine the best time to 
take your benefits.

You’ll want to do this same analysis with your 
pension, if you have one. Your pension will likely 
offer a few different payout options, depending on 
when you retire. You may be able to get payments 
to cover both you and your spouse’s lifetimes, 
which could reduce your payment, but provide 
more long-term protection, Additionally, some 
plans offer lump-sum payment options and should 
be considered against your situation.

The goal is to identify the options that will provide 
you with the greatest amount of guaranteed 
income. Once you’ve identified that number, 
compare it to your projected expenses. Is there a 
deficit? If so, you have some work to do.

If you have a defined contribution plan, like a 
401(k) or thrift savings plan, you may be able to use 
withdrawals from those plans to cover any income 
gaps. Be careful, though. If you withdraw too much 
money from your 401(k) plan or TSP, you may find it 
won’t last into your later years.

You’ll also need to make some important asset 
allocation decisions in your defined contribution 
plan. You don’t want too much risk exposure, but 
you also need to take enough risk to continue 
growing your assets. It’s a delicate balance.

A financial professional can help you establish 
an asset allocation and withdrawal plan for your 
defined contribution plans. In fact, your advisor can 
help you plan all of your retirement income, so you 
maximize your cash flow to cover your retirement 
income goals.
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4How Will I Cover Health 
Care Expenses?
Health care is one expense many retirees 
consistently underestimate. Many retirees suffer 
from recency bias when it comes to their health. 
That is, they assume since they haven’t paid very 
much in medical expenses so far, they won’t have 
high medical costs in the future.

For most people, there’s a direct relationship 
between age and medical expenses. As we get 
older, our body becomes more fragile and our 
immune system weakens. What was once just a 
slight cold or a little virus can quickly become a 
more serious medical issue.

The fact is many retirees spend a large amount of 
money on medical care above and beyond health 
insurance premiums. You’ll likely have deductibles, 
copays, prescription drug expenses and even 
unexpected surgeries. You may even need to 
transition into an assisted-living or long-term care 
facility near the end of your retirement, which can 
be very costly.

In fact, a study from Fidelity found a 65-year-old 
couple retiring in 2014 would need $220,000 
in retirement to cover out-of-pocket medical 
expenses.1 That includes costs above and beyond 
what Medicare covers. Perhaps more surprisingly, 
it doesn’t include the cost of long-term care or 
assisted-living facilities.

The first step in managing your health care costs is 
to acknowledge them. Include health care expenses 
in your projected budget, even if you don’t have any 
serious health issues at this time. It’s better to over-
budget for health care than to under-budget.

Also, you may want to consider options for 
managing your expenses. Once you retire and your 
paychecks stop, you may find you have limited 
options. Instead, take action now so you have more 
flexibility in the future.

Here are two steps you can take to create a 
retirement health care nest egg:

1. Open an HSA. 

A health care savings account (HSA) can help 
you accumulate money quickly, specifically 
for health care purposes. If your department 
or agency offers a high-deductible health care 
plan, then you likely also have access to an 
HSA. You can take money out of your paycheck 
today, pre-tax, and deposit it into your HSA.

Then, in retirement, you can take the 
money out tax-free as long as it’s used for 
qualified health care expenses. Qualified 
expenses might include co-pays, deductibles, 
prescription drugs and even payments for 
over-the-counter items.

2. Consider long-term care insurance. 

Long-term care insurance is protection against 
the steep cost of long-term medical treatment 
or assisted living. You pay for a policy today 
and then, if you ever need such treatment in 
the future, your insurance company will make 
payments toward the total cost.

The younger and healthier you are when you 
buy the policy, the lower your payments will 
be. So, it’s a good idea to research this sooner, 
rather than later. Many policies are very flexible 
in the types of treatment they will cover, even 
allowing for benefits for in-home assistance.

Long-term care policies can be complicated, 
especially if you’re not familiar with 
them. Talk to a knowledgeable financial 
professional to find the policy that best fits 
your needs and budget.

1 https://www.fidelity.com/viewpoints/retirement/protect-
your-retirement-income
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5What should I do now  
to prepare?
If you’ve asked yourself the previous four 
questions, a picture should be emerging about 
your preparedness for retirement. You may have 
found you’re more prepared than you imagined 
and might feel comfortable with your plans or you 
could be facing a sizable gap. If so, now is the time 
to take action.

The earlier you make adjustments, the easier it 
will be to reach your retirement income goals. As 
mentioned earlier, once you retire, your options 
for generating income tend to decrease. This is 
why you should consider making changes to your 
retirement income plan while you’re still working.

If you do have a shortfall, you have options:

Save more today.

This is a highly-effective way to overcome 
retirement income plan deficits. If you have a 
401(k) plan, TSP or even a personal IRA, you can 
make catch-up contributions after age 50. These 
contributions allow you to put more money in your 
qualified accounts on a tax-deferred basis. That will 
help you grow your assets at a faster rate and have 
a larger pool to draw from in retirement.

You may have to cut back on expenses today to 
save more money. It may be painful, but it’s likely 
better than the alternative of running out of money 
in the future. After all, would you rather skip eating 
out today or be unable to afford assisted living in 
the future?

Cut back on future expenses.

Budgeting is a necessity in any retirement. If 
you’re currently facing a retirement funding gap, 
budgeting is even more important. One of the 
easiest ways to help reduce and maybe even 
eliminate your gap is to rethink your retirement 
income plans.

Go back over your expenses and see where you 
can trim costs. Would downsizing into a smaller 
home reduce maintenance and utility costs? Do 
you and your spouse need two cars or can you 
get by with one? Are there less expensive ways to 
travel? Are you giving too much money to family?

Keep an open mind and review every expense. You 
may be able to eliminate your funding gap by just 
making a few adjustments.

Look for alternative sources of income.

Your pension and Social Security don’t have to be 
your only sources of income. By considering all 
your options, you may be able to find other sources 
of which you hadn’t previously been aware.

For example, could your hobby become an income 
source? If you like to garden, could you sell your 
own flowers, herbs or vegetables? If you like to 
golf, could you work part-time as a course starter 
or attendant? Think about how you could use your 
hobbies and interests to make money and have fun 
at the same time.
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6Do I Need Help?
If you’ve gone through all five of the previous 
questions, you might be feeling a little 
overwhelmed. Retirement income planning is a 
big deal and it has a lot of moving parts. It’s easy 
to miss important items or get confused with all of 
your income options.

Many government employees find it helpful to 
work with an experienced and knowledgeable 
financial professional. A financial professional can 
help you clarify your retirement income goals, 
estimate your expenses and identify opportunities 
to overcome any income gaps.

A financial professional will have the experience 
of helping other government employees just like 
you. They know the income challenges retiring 
government employees can face and how best 
to overcome those obstacles. They’ll be able to 
help you find income strategies you may not even 
know exist.

Perhaps most importantly, a financial professional 
can be a good sounding board. Making big 
decisions can be difficult to do alone. With a 
financial professional, you’ll have someone with 
whom you can talk through all of your choices, to 
help you make the most informed decision.

For more information, contact your financial 
professional. They can help you develop a 
retirement income strategy that specifically meets 
your needs and goals. You’ve worked too hard to 
not enjoy retirement. Take action today so you can 
enjoy your retirement income goals!

You may simply want more guaranteed income. An 
annuity is a great option to do that. Many annuity 
companies offer lifetime income riders that allow 
you to take a guaranteed withdrawal every year, 
regardless of how your annuity performs. You 
may be able to get this kind of guarantee on an 
indexed annuity, which ties your interest to the 
performance of an external index without exposing 
you to direct stock market risk and volatility.

Consider part-time work.

While your idea of retirement may not include 
work, if your gap is too big to overcome by other 
means, then work may be your only viable option. 
The good news is you have a career of government 
services work on your resume. There are a lot of 
companies in the private sector that may value 
someone with your expertise and knowledge.

In fact, you may be able to find work as a 
consultant on a limited basis and flexible schedule, 
allowing you to experience some of your ideal 
retirement goals, like traveling or spending time 
with family.

The best way to find part-time retirement work is 
to start looking while you’re still working full-time. 
Reach out to your network. Let them know when 
you expect to retire and the kinds of opportunities 
you might be interested in. With some proactive 
effort on your part, you may be able to find a role 
that fits your income needs and schedule.
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