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Learning Objectives 
1 – Blended Retirement System (BRS) Basics 

•  Understand basic components of the BRS 
•  Compare BRS to the Legacy Retirement Systems 

  
2 – Enrollment and Training Requirements 

•  Understand who is affected 
•  Identify the process for opting in 
•  Identify the factors determining if a member is opt-in eligible or automatically enrolled in the BRS 
•  Identify how enrollment status impacts benefits under the BRS 
•  Determine which training course(s) a member must complete 
•  Understand hardship extensions, ROTC/Academy rules, and Delayed Entry Program enlistee rules 

  
3 – Vesting and Account Options 

•  Understand basic rules for starting and stopping TSP contributions 
•  Understand matching and automatic TSP contributions 
•  Understand when a member is vested in retirement savings and retirement benefits 
•  Understand how breaks in service, re-entry, and change of component each impact benefits 

  
4 – Continuation Pay and Lump Sum 
• Understand the requirements for receiving Continuation Pay 
• Understand the policies and procedures for requesting a lump sum of retired pay 
• Understand how a discount rate affects the amount of a lump sum 
• Identify tools to analyze lump sum options 
• Recognizes the advantages and disadvantages of a lump sum 
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Topic 1 

BRS Basics 
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Member’s TSP 
Contributions 

DoD 
Automatic 

1% into TSP 
DoD Matching 
TSP Up to 4% 

Monthly 
Retired Pay 

TSP 
Earnings 

•  Legacy Retirement System  
–  Defined annuity benefit computed as   
–  Must serve at least 20 years 

•  Blended Retirement System, blends: 
–  Defined annuity becomes 
–  Automatic & matching TSP 

 The Military Retirement Benefit 

2.5% X X 
Years Served Retired Pay 

Base 

2.0% X X 
Years Served Retired Pay  

Base 

85% of all service members will 
get retirement benefits 

Service members who leave after just 
2 years will keep TSP savings + DoD 
Contributions + Any Earnings 

Only 19% Active and 14% Reserve Qualify 
 

After 60 days After 60 days After 2 years After 20 years Retirement  Age 
Includes Lump Sum Option 
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Blended Retirement System Basics 

Individual	  
Contribu/on 

Agency	  Automa/c	  
Contribu/on 

Agency	  Matching	  
Contribu/on 

Total	  TSP	  Monthly	  
Contribu/on 

0% 1% 0% 1% 
1% 1% 1% 3% 
2% 1% 2% 5% 
3% 1% 3% 7% 
4% 1% 3.5% 8.5% 
5% 1% 4% 10% 

Defined Contribution 

2.0% x                 x                 = 

NOTE: Currently serving members who opt-in will see matching contributions immediately 

Years of 
Service 

High-36 
Month 

Average 
of Base 

Pay 

Defined Benefit 
•  Basic qualifications for 

retirement do not change 
•  The pension is still the 

primary component of military 
retirement 

Continuation Pay 
•  Mid-career incentive designed to maintain force retention 
•  Payable at 8, but not more than 12 years of service 
•  AC*: 2.5x to 13x monthly basic pay (RC: 0.5x to 6x) 
                            * Active Guard Reserve (AGR)/Full Time Support (FTS) receive AC continuation pay rates 

Monthly 
Retired Pay 

For non-regular retirement, at age 60 or earlier with creditable active service 

Lump Sum 
•  May elect lump sum of 25% or 50% at retirement 
•  Discounted present value from retirement to age 67 
•  At age 67, reverts back to full annuity 
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Topic 2 

Enrollment and Training 
Requirement 
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Who is Affected? 

•  If serving as of December 31, 2017: 
–  GRANDFATHERED in current retirement system 
–  NO ONE will be automatically moved to BRS 

•  Many currently-serving members eligible to opt into BRS 
–  Active: Fewer than 12 years of total service as of Dec. 31, 2017 
–  Reserve: Fewer than 4,320 retirement points as of Dec. 31, 2017 

•  Eligible members have all of CY18 to make their decision 
–  Member wants to stay covered under current system – do nothing 

–  Member decides BRS is better – can opt in 

•  New accessions on or after Jan. 1, 2018 covered by BRS 
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Opt-In Eligibility Choice 
Serving as of December 31, 2017 

if  ACTIVE COMPONENT 
Fewer than 12 Years 
Service 
RESERVE COMPONENT 
Fewer than 4,320 points 

can Take Mandatory BRS  
Opt-In Training in CY17 

then 

As of  December 31, 2017: 

In CY18 

Why 4,320 points? 

Do Nothing and 
Stayed Covered by 
Legacy System 

Choose Blended 
Retirement System or 
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myPay Opt-In Process 

Visit myPay.dfas.mil, 
Click “Blended 
Retirement System Opt 
In” at top of Pay Account 

1 2 Affirm that you have 
completed the mandatory 
BRS Opt-In Training 

3 Confirm you understand 
the decision to opt-in is 
irrevocable  

4 
Review address on file, DOB, and 
check the box indicating you “Fully 
understand that I am opting into the 
Blended Retirement System and it is 
an irrevocable decision” 

5 
Double-check that information is 
correct and click “Yes” to opt-in 
or “No” to cancel transaction 

6 
A SmartDoc email will be 
sent verifying your opt-in 
decision; update your 
TSP contributions on 
myPay 

Note: Marine Online and Coast Guard’s Direct Access have similar 
processes, but the screens will look different 
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Opt-In Period 
Members eligible to opt-in: 
v DIEMS on or before December 31, 2017 – and –  
v (AC) PEBD after December 31, 2005 – or –  
v (RC) Fewer than 4,320 retirement points 

But…if PEBD is on or after December 2, 2018, the 
member has at least 30 days to make opt-in election 

 Eligible Members 
Have All of 2018 to Make 

Their Opt-In Decision  
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Special Opt-In Categories 

•  If “serving” as of December 31, 2017: 
–  GRANDFATHERED in current retirement system 

•  What does it mean to be “serving” as of Dec. 31, 2017? 
–  Cadets / Midshipmen? 
–  Delayed Entry Program? 
–  Individual Ready Reserve / Standby Reserve? 

•  What about members with DIEMS prior to December 31, 
2017 who are not serving in any capacity on that date 
but who return to service late in 2018 or beyond? 
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Hardship Extensions 

•  Automatic Extension: 
–  May be granted by local command (O-6 or above); 30 day opt-in period 
–  IRR/Standby Reserve who comes into pay status for first time after opt-in period 
–  Academy and Senior ROTC with DIEMS on or prior to December 31, 2017 who is not 

commissioned until on or after December 1, 2018 
•  Within 30 days of fist day performing actual duty 

–  Career Intermission Pilot Program 
 

•  Discretionary Hardship Extensions: 
–  May be granted by Secretary concerned if (examples only): 

•  Deployed during final 30 days of opt-in period 
•  Court proceedings/court orders prevented from opting in 
•  Illness or injury prevented from opting in 
•  Services’ failure to properly notify of eligibility 
•  Extraordinary/exceptional circumstances beyond member’s control 

–  No set length of extension; but normally 30 days 
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Automatic Enrollment in BRS 

Date of Initial Entry 
Into Military Service = …or later 

•  Automatically covered by BRS 

•  Auto-Enrolled in TSP at 3% Individual Contribution at 60 Days 
−  Can Contribute Voluntarily Sooner than 60 days 

−  Can Increase/Decrease Individual Contribution AT ANY TIME 

•  Government’s Automatic 1% Contribution Begins at 60 Days  

•  Government’s Matching Contributions (up to additional 4%) 
Begins After Completing 2 Years (measured from PEBD) 

•  Automatically Re-Enrolled Every Year if Not Contributing to TSP 
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RC Eligible for BRS? 

•  Army National Guard 

•  Army Reserve 

•  Air National Guard 

•  Air Force Reserve 

•  Navy Reserve 

•  Marine Corps Reserve 

•  Coast Guard Reserve 

•  Ready Reserve Corps 
of the Public Health 
Service 
Commissioned Corps 

Active Guard / Reserve  
Full-Time Support 

(AGR/FTS)* Selected Reserve 

Active Status List of the 
Standby Reserve 

Individual Ready 
Reserve (IRR) 

•  Follow RC rules for Opt-In Eligibility 
•  Follow AC rules for Continuation 

Pay 

•  Drilling Unit Reservists 
•  Individual Mobilization Augmentees 

(IMA) 
•  “drilling reservists” 
•  “traditional Guardsmen” 
•  “M-days” 

•  Can only opt-in if return to “paid 
status,” see previous slide 

ü   
ü   ü   

* NOTE: AGR/FTS are actually part of the Selected Reserve, but some conditions for AGR/FTS 
differ under BRS, so they are listed separately. 

•  Can only opt-in if return to “paid 
status,” see previous slide 



•  Signs contract December 20, 2017 (DIEMS) 
•  Commissioned on May 23, 2019  
•  First duty day is June 1, 2019 (PEBD) 
•  Member is grandfathered, BRS Opt-In Eligible 
•  Has 30 days after PEBD to make Opt-In Election 

1 

2 

3 

4 

5 

2017 2018 2019 
•  Signs contract August 31, 2017 (DIEMS) 
•  Reports for basic training December 1, 2017 (PEBD) 
•  Member is grandfathered, BRS Opt-In Eligible 
•  Has all of 2018 to make Opt-In Election 

•  Signs contract August 31, 2017 (DIEMS) 
•  Reports for basic training February 14, 2018 (PEBD) 
•  Member is grandfathered, BRS Opt-In Eligible 
•  Has remainder of 2018 to make Opt-In Election 

•  Signs contract January 31, 2018 (DIEMS) 
•  Reports for basic training February 14, 2018 (PEBD) 
•  Member is automatically enrolled in BRS 

•  Signs contract January 5, 2018 (DIEMS) 
•  Commissioned on May 23, 2019 
•  First duty day is June 1, 2019 (PEBD) 
•  Member is automatically enrolled in BRS 

DIEMS and PEBD Prior to January 1, 2018 

Delayed Entry Program Crossing into 2018 

New Accession After December 31, 2017 

Cadet/Midshipman With Contract Before Dec. 31, 2017 

Cadet/Midshipman With Contract After Dec. 31, 2017 

Opt-In Eligible 

BRS Automatic 

Opt-In Eligible 

Takes BRS Opt-In Course 

Opt-In Eligible 
Takes BRS Opt-In Course 

Takes BRS New Accessions 
Course 

Takes BRS Opt-In Course 

BRS Automatic 
Takes BRS New 
Accessions Course 

These two members report to 
basic training on same day, one 
is BRS Opt-In, other is BRS 
Auto (because of DIEMS date) 

Opt-In Period 

Opt-In Period 

DIEMS – Date of Initial Entry Into Military Service 

PEBD – Pay Entry Base Date 

BRS Opt-In Period 

The date the member 
“contracts” to serve determines 
whether he/she is BRS Opt-In or 
BRS Automatic 

DEP 

These officers commission on 
same day, but the one who 
contracted before Dec. 31, 2017 is 
BRS Opt-In Eligible 

 Determining BRS Opt-In Eligible or BRS Automatic 

On or Before Dec. 31, 2017 

After Dec. 31, 2017 

On or Before Dec. 31, 2017 

After Dec. 31, 2017 

Notes: (1) Cadets/Midshipmen with a DIEMS on or prior to December 31, 2017, whose first duty day following commissioning (PEBD) is on or after December 1, 2018, may be granted a 30 day 
extension of the opt-in election period to ensure the member has no less than 30 days following PEBD to make the opt-in election.   
(2) Members of the Delayed Entry Program with a DIEMS on or prior to December 31, 2017, but a PEBD on or after September 1, 2018, may be granted an extension of up to 30 days beyond 
December 31, 2018, to ensure the member has at least 30 days AFTER completing basic training to make the opt-in election.   
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BRS Training 

Leader Course: Provides leaders a basic familiarity of BRS and an 
understanding of “opt-in” and major milestones for implementation. Available 
as of June 1, 2016. 

Financial Educator Course : Counseling scenarios to equip financial 
professionals and retirement experts.  Available as of October 2016.  

Opt-In Course: Provides “opt in” population a comparison of current and 
new retirement systems as well as training on the importance of lifelong 
saving for retirement.  Computer-based course was released January 31, 
2017.  Course is MANDATORY for all identified as “eligible to opt-in” 
 

New Accession Course: Facilitated course for members who join the 
service on or after January 1, 2018; highlights the new components BRS with 
an emphasis on TSP.   Available as of November 20, 2017 
 

ü
  

ü
  

ü
  

AVAILABLE NOW 

ü
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Mandatory Opt-In Training 

•  Can be completed via: 
−  Joint Knowledge Online (CAC required) 
−  Military One Source (non-CAC enabled) 
−  Service’s learning management systems 
−  In groups via DVD and Facilitator’s Guide 

•  Developed with accredited 
financial professionals and 
Service training leads 

•  Pre and Post Test 

•  Checks on learning ensures 
knowledge transfer 

•  Takes approximately 2 hours     
to complete online 

http://jko.jten.mil/courses/brs/OPT-IN/launch.html 
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New Accessions Training 

•  Can be completed via: 
−  Classroom Facilitation 

•  Course packet includes: 
−  Facilitator Guide 
−  3 videos 
−  Supplemental Material 
−  TSP Information and Forms 

•  Developed with accredited 
financial professionals and 
Service training leads 

•  Designed to take 30 minutes 

•  Must be completed within first 
year of service 

Available for download here – http://militarypay.defense.gov/BlendedRetirement/ 
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Topic 3 

Vesting and Account Options 
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Will be re-
enrolled 
annually at 
3% if not 
contributing 
to TSP 

Starting TSP 

Individual	  
Contribu/on 

Agency	  Automa/c	  
Contribu/on 

Agency	  Matching	  
Contribu/on 

Total	  TSP	  Monthly	  
Contribu/on 

0% 1% 0% 1% 
1% 1% 1% 3% 
2% 1% 2% 5% 
3% 1% 3% 7% 
4% 1% 3.5% 8.5% 
5% 1% 4% 10% 

Defined Contribution 

NOTE: Currently serving members who opt-in will see matching contributions immediately 

•  Members who choose to opt into BRS:  
−  No default contribution percentage, must allocate a percentage of their own pay through 

myPay or Marine Online 
−  Government’s Automatic 1% and up to 4% Matching begins the next pay period 

•  Members who are automatically enrolled in BRS: 
−  Default contribution percentage is 3%, begins 60 days after PEBD 
−  May voluntarily contribute sooner online or using TSP-U1 form; may adjust contribution 

percentage ANYTIME 
−  Government's Automatic 1% begins 60 days after PEBD 
−  Up to 4% Matching begins after 2 years from PEBD 

Not subject 
to annual 
auto re-
enrollment 
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Contribution Allocation Defaults 

 

 

•  Members who choose to opt into BRS, and:  
−  Have not previously made a TSP contribution allocation will be enrolled in 

their age-appropriate L Fund; or, 
−  Have previously made a TSP contribution allocation will continue with their 

existing contribution allocation  

•  New accessions with DIEMS on or after Jan. 1, 2018:  
−  Will be defaulted to their age-appropriate L Fund 

•  Members who remain in legacy plan, regardless of 
when they made (or make) a TSP election: 
−  Contribution allocation default will be to G Fund 

 

All participants may change their contribution allocation at any time 
24 
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2 years 
 

beginning of 
25th month of 

service 

60 days 
 

60 days after 
entering 
service 

TSP Vesting 

Matching 
begins vested begins vested 

begins vested begins vested 

immediately 
 

next pay 
period after 

opt-in 

immediately 
 

next pay 
period after 

opt-in 

2 years 
 

beginning of 
25th month of 

service 

immediately 
 

vested upon 
receipt 

2 years 
 

beginning of 
25th month of 

service  

2 years 
 

beginning of 
25th month of 

service 

Opt-In Members 
Serving as of 

December 31, 2017 

New Accessions Who 
Join on or after 
January 1, 2018 

…can contribute immediately although automatic deductions begin at 60 days 

1% Automatic 

Matching 1% Automatic 
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TSP Considerations 

But…National Guard and Reserve members with civilian retirement plans 
need to track their own contributions (“elective deferrals”) to their 401(k), 
Uniformed Service TSP, and Individual Retirement Accounts (IRA) 

Contribution Limits 

BRS allows National Guard and Reserve 
members to save for retirement + receive 
government automatic and matching 
contributions 

1% Automatic Up to 4% Match + 

+ 
Elective deferrals from all 
sources of income are 
subject to a combined 
annual limit set by the IRS 

    $18,500 for 2018 Civilian 401(k) 

To maximize the advantage 
of government and civilian 
employer contributions, 
National Guard and 
Reserve members will have 
to be aware of IRS 
contribution limits. 
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Topic 4 

Continuation Pay and 
Lump Sum 
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Continuation Pay 

Continuation Pay Key Aspects  
•  Mid-career incentive designed to maintain force retention 
•  Payable at 8, but not more than 12 years of service 
•  AC*: 2.5x to 13x monthly basic pay (RC: 0.5x to 6x) 
                            * Active Guard Reserve (AGR)/Full Time Support (FTS) receive AC continuation pay rates 

•  Eligibility/Obligation: 
−  Payable between 8 years of service,  
     but no more than 12 years of service 
−  In exchange for obligated service 

•  Amount: 
−  Active-duty (including AGR/FTS/AR) 

•  2.5 to 13 times the service member’s monthly basic pay 
−  National Guard/Reserve 

•  0.5 to 6 times the service member’s basic pay as if on active-duty 

•  Determining Pay Rate: 
−  Each Service publishes Service-specific CP rates, timing, and obligation requirements 

•  Investing/Taxes 
−  CP is in addition to any other Service bonuses or incentives 
−  You can receive CP payment in four equal installments over four years 
−  CP can be invested in the TSP.  
−  CAUTION: Annual IRS elective deferral limit  
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> 12 years  Do not pay 

Continuation Pay Timeline 

1 2
3

4
5

6

7
8

9
10 

11 12 13 

11 
12 

DoD policy: CP multiple is “based on the member’s current paygrade and 
years of service.”  

= 12 
years, pay 
“Over 12” 

PEBD 

37 U.S.C. Section 356 (as modified by 
NDAA for FY17): 
“The Secretary concerned shall make a 
payment of continuation pay to each full TSP 
member (as defined in section 8440e(a) of title 
5) of the uniformed services under the 
jurisdiction of the Secretary who- 
(1) completes 12 years of service; and 
(1) has completed not less than 8 and not more 
than 12 years of service in a uniformed 
service; and” 
 

Service members who 
obligate for additional 
service by agreeing to CP 
on the day they reach 12 
years from PEBD are 
entitled to be paid at the 
rate of “Over 12” 

= 8 years, “Over 8” 

= 10 years, “Over 10” 

> 10 years, but < 12 years = “Over 10” 
> 8 years, but < 10 years = “Over 8” 

_ 

_ 

14 

= 12 years, “Over 12” 

< 8 years  Do not pay 

Continuation Pay 
•  Mid-career incentive designed to maintain force retention 
•  Payable at 8, but not more than 12 years of service 
•  AC*: 2.5x to 13x monthly basic pay (RC: 0.5x to 6x) 
                            * Active Guard Reserve (AGR)/Full Time Support (FTS) receive AC continuation pay rates 
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Continuation Pay Example 

Under 2017 pay rates at 2.5 x (AC) and 0.5 x (RC) at 12 YOS 
 
An AC E-7 service member would get $4,088.70 x 2.5 = $10,222 CP 
 
An RC E-7 service member, would get $4,088.70 x 0.5 = $2,044 CP 
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Purpose of CP, example 
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Army Officer NDAA16 Conf Rept No Lump Sum No TSP No CP

% Ch in Force −8.7 , # Ch Bef 20 −5553 , # Ch Aft 20 −2390

Baseline
NDAA16 Conf Rept No Lump Sum No TSP No CP
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Army Officer NDAA16 Conf Rept No Lump Sum No CP

% Ch in Force −5.7 , # Ch Bef 20 −3695 , # Ch Aft 20 −1513

Baseline
NDAA16 Conf Rept No Lump Sum No CP

Predicted 
Retention of 
Army Officers 
Based on 
Reduced 
Multiplier 
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Army Officer NDAA16 Conf Rept 4Pct TSP Match No Lump Sum

% Ch in Force 0.2 , # Ch Bef 20 280 , # Ch Aft 20 −109

Baseline
NDAA16 Conf Rept 4Pct TSP Match No Lump Sum

Predicted 
Retention of 
Army Officers 
Based on 
Reduced 
Multiplier + 
TSP 

Predicted 
Retention of 
Army Officers 
Based on 
Reduced 
Multiplier + 
TSP + 
Continuation 
Pay 

•  Like other mid-career bonuses and 
incentives, Continuation Pay is a 
retention tool 
 

•  Continuation Pay is not retired pay 
nor is it a restoration in the 
reduction of retired pay because of 
the decreased multiplier 
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Lump Sum 
Lump Sum Key Aspects  
•  May elect lump sum of 25% or 50% at retirement 
•  Discounted present value from retirement to age 67 
•  At age 67, reverts back to full annuity 

•  Choices at Retirement   
−  25% or 50% of the discounted present  
     value of future retirement payments 

•  Calculating the Lump Sum 
−  Calculated from the date of retirement (or receipt of retired pay for National Guard/

Reserve service members) until full Social Security Retirement age  

•  Lump Sum Timeline 
−  Must request to your Service no later than 90-days prior to retirement (or receipt of 

retired pay for National Guard and Reserve service members) 
−  Paid no later than 60 days after retirement 

•  Discount Rate 
−  Determined annually and announced in June each year for the following year 
−  Calendar Year 2018 rate:  
 

•  Installments/Tax Implications  
−  You can receive the lump sum payment in four equal installments over four years  

2018 Discount  
Rate is:  6.99% 
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Lump Sum Option 

$

Age 67 

Age 67 

Retirement 

Retireme
nt 

Enlistme
nt 

Enlistment 

50% Lump Sum 

Reduced 
Pension 

Reverts to 
Full Pension 

NO LUMP SUM 

LUMP SUM 

Regular Retirement 

discounted present value 

$ 

50% of future retired 
pay to age 67 

2018 Discount  
Rate is:  6.99% 
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Age 60 

Lump Sum Option 

$

Age 67 

Age 67 Retire
s 

Service 
Start 

Service 
Start 

50% of future 
retired pay to 
age 67 

Reduced 
Pension 

Reverts to 
Full Pension 

NO LUMP SUM 

LUMP SUM 

Non-Regular 
Retirement 

Age 60 

GRAY AREA 

GRAY AREA 

discounted 
present value 

Retires 

$ 

Age 67 

2018 Discount  
Rate is:  6.99% 
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Requesting a Lump Sum 

Retirement 
Orders 
Indicate 
Member  Is 
Covered by 
BRS 

Member Elects 
Lump Sum on DD 

Form 2656 

MUST BE COMPLETED 90 DAYS 
PRIOR TO RETIREMENT 

Member Uses BRS 
Calculator to Get 
Estimate of Lump 

Sum Amount 

Service Finance/Pay 
Office Transacts 

Lump Sum Decision 
to DFAS at Least 30 

Days Prior to 
Retirement 

Copy of DD Form 2656 
Submitted to DFAS 

Retirement Date DFAS Pays Lump Sum 
within 60 Days of 

Retirement or Date of 
Eligibility to Receive 

Retired Pay 
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Active Component E-4  
Born: January 1995 
Entered Service: February 2013 (age 18) 
Retires as E-7: February 2033 (age 38) 
Reaches Full Retirement Age: January 2062 (age 67) 
Life Expectancy: January 2080 (age 85) 

2033- 2062 

$3,018,318 

$1,400,040 

$2,523,019 

$700,020 
$204,721 

NO LUMP SUM 

2033- 2062 
2063- 2080 $1,618,278 2063- 2080 $1,618,278 

Lump Sum 

Total Retired Pay 
(Defined Benefit Only) 

Total Retired Pay 
(Defined Benefit Only) 

No Lump Sum $0 

Retired pay is reduced by 50% 
between retirement and reaching 
full Social Security retirement age 

LUMP SUM $

•  What does “discounted present value” mean? 

•  In this example, the member is due $1,400,040 in retired pay between military 
retirement (age 38) and reaching full retirement age (age 67), but: 
−  Could elect a lump sum of $204,721 up front and receive only half of retired 

pay each month until age 67 – receiving $700,020 vice $1,400,040 
−  Discount would cost the member $495,299 in lifetime earnings 
−  Retired pay after age 67 remains the same $700,020 

$204,721 
$495,299 

“Would you choose to take $200,000 today or 30 years worth of payments that 
add up to $700,000?” 
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Questions 

http://militarypay.defense.gov/blendedretirement 
http://www.militaryonesource.com 
 
 
  

 

BRS Videos on Facebook 
BRS DVIDS Hub 



Connect with MFLN Personal Finance Online! 

MFLN Personal Finance 

MFLN Personal Finance @MFLNPF 

PF SMS icons PF SMS icons 
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Evaluation and  
Continuing Education Credits/Certificate 

MFLN Personal Finance grants 1.5 credit hours for 
today’s webinar for AFC-credentialed participants 
through AFCPE and CPFC-credentialed participants 
through FinCert. 

Please complete the evaluation and post-test at: 
https://vte.co1.qualtrics.com/jfe/form/
SV_5axEBa9Lew1ecV7 

Must pass post-test with an 80% or higher to receive 
certificate. 
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MFLN Personal Finance 
Upcoming Event 

Income Tax Tips for PFMs Working with 
Military Families 

•  Tuesday, February 13, 2018 
•  11:00 am – 12:30 pm Eastern 
•  Location: learn.extension.org/events/3191 

For more information on MFLN Personal Finance go to:  
militaryfamilies.extension.org/personal-finance 
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militaryfamilies.extension.org/webinars 

41 This material is based upon work supported by the National Institute of Food and Agriculture, U.S. Department of Agriculture, and the Office of Military Family 
Readiness Policy, U.S. Department of Defense under Award Number 2015-48770-24368. 
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5.7	  
Avg.	  PDR	  

CSB/REDUX	  

The area shaded in blue shows the range of rates considered by the 
work group following IDA’s retention and take rate analysis. 
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Lump Sum Discount Rate 

200	  
0	  

Average	  Personal	  Discount	  Rates	  Observed	  in	  CSB/REDUX	  and	  Early-‐90s	  Drawdown	  Studies	  

12.2	  
Avg.	  PDR	  
Drawdown	  

1000	  

800	  

600	  

400	  

2.5	   5.0	   7.5	  

CSB/REDUX OBSERVED PDR 

DRAWDOWN OBSERVED PDR 

+0.5%	  

0	  
+0.25%	  

	  	  	  	  -‐0.5%	  
-‐0.25%	  

+1.0%	  

0	  
+0.5%	  

	  	  	  	  -‐1.0	  %	  
-‐0.5%	  

7.5	  5.0	  

Enlisted 

Officer 

7.4	  
Avg.	  PDR	  
Intermediate	  

2.5	  

	  	  	  	  -‐2.0	  %	  
-‐1.5%	  

+0.5%	  

0	  
+0.25%	  

	  	  	  	  -‐0.5%	  
-‐0.25%	  

+1.0%	  

0	  
+0.5%	  

	  	  	  	  -‐1.0	  %	  
-‐0.5%	  

Approx.	  DoD	  
break	  even	  rate	  
2.7%	  

All Rates 
Expressed as 

REAL Rates 

This slide shows an overlay of the potential range 
of Government Discount Rates (middle) with 

anticipated Retention Impacts (left) and potential 
Government Cost Savings (bottom) based on 

varying Personal Discount Rate studies 

7.5	  2.5	   3.0	   3.5	   4.0	   4.5	   5.0	   5.5	   6.0	   6.5	   7.0	   8.0	   8.5	   9.0	   9.5	   10.0	   10.5	   11.0	   11.5	   12.0	   12.5	  

Retention 
impacts 
approaching 
ZERO 

10	  year	  HQM	  at	  
23	  year	  maturity	  

RETENTION 
UNCERTAINTY 

Lump Sum Retention Impacts 
Between 20-25 YOS 
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Max	  Average	  State	  
Employee	  Discount	  

Rates	  6.0%	  3.3%	  

Rough Projection of Savings 

Based on REDUX PDR 
additional gov’t savings      
approx. $400M/year at 6.5% 

Approx. $1.0B/year 
gov’t savings at 8.5% 

INTERMEDIATE PDR (shifts PDR distribution 
25% greater than CSB/REDUX) 

6.99	   Consensus is that predicted behavior with 
Lump Sum will likely shift distribution of 
PDRs by a factor of about 25% compared 
to CSB/REDUX 

200	  

1000	  

800	  

600	  

400	  

Million/	  
year	   Million/	  

year	  

10 yr. HQM  
Adjustment Factor 
Government Discount Rate 

+
=

   2.71 % 
+ 4.28 % 

= 6.99 % 
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2017 Basic Pay 
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3% Contribution to TSP 
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5% Contribution to TSP 



PERSONNEL AND READINESS The Uniformed Services 
Blended Retirement 

System 
Comparison Calculator 

http://militarypay.defense.gov/calculators/brs 
•  Can be used by active, National Guard and reserve 

•  Allows opt-in eligible members opportunity to compare 
their potential benefits under both systems 

•  Member can adjust 12 different fields to tailor output 

•  Allows active members to project benefits of reserve 
service if they are considering switching in the future 
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Comparison Calculator, examples 

New E-2 who contributes 5% to 
TSP and serves 4 years 

Current E-5 with 12 years who 
only contributes 3% to TSP 
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Opt-In Eligibility Choice 
Serving as of December 31, 2017 

if  ACTIVE COMPONENT 
Fewer than 12 Years 
Service 
RESERVE 
COMPONENT 
Fewer than 4,320 points 

can Take Mandatory BRS  
Opt-In Training in CY17 

then 

As of  December 31, 2017: 

In CY18 

Why 4,320 points? 

Do Nothing and 
Stayed Covered by 
Legacy System 

Choose Blended 
Retirement System or 
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Why 4,320 Points? 

•  10 U.S.C.§12733 governs how YOS calculated for non-
regular retirement 

•  YOS derived by dividing total retirement points by 360 
Ø  12 YOS = 4,320 points under this provision 

•  Many RC members will be eligible based on points                                      
but have many more actual years of service for seniority 

10 U.S.C. §12733 mandates use of retirement points to determine the 
number of “years of service” for determining eligibility to opt into BRS  

How do we interpret the statutory requirement to calculate YOS for reserve members? 

‘‘(2) ELECTION TO PARTICIPATE IN MODERNIZED RETIREMENT SYSTEM.— 
‘‘(A) IN GENERAL.—Pursuant to subparagraph (B), a person performing reserve 
component service on December 31, 2017, who has performed fewer than 12 years of 
service (as computed in accordance with section  12733  of  this  title),  may  elect… 
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Retirement Types 

•  National Guard and Reserve members may qualify for a 
Regular or a Non-Regular Retirement 

Regular 
Retirement 

Non-Regular 
Retirement 

•  Requires 20 active service years 
•  Retired pay begins on the 1st 

day of the 1st month following 
retirement 

•  Requires 20 “qualifying years” of service 
•  Qualifying year means 50 or more points of any type 

(active duty, AT, ADT, IDT, Funeral Honors, 
membership points, etc.) 

•  Retired pay does not begin until age 60, although 
some members may qualify for reduced age 
retirement* 
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Non-Regular Retirement 

Total Retirement 
Points 

Divide by 360 to get 
equivalent Years of 

Service 

Multiply Equivalent 
YOS by Retirement 

Multiplier 

4,860 points 

Example: O-5 retires after 22 years of service in the Reserve Component 

  4,860 points 
÷   360 
=  13.5 YOS 

  13.5 YOS 
X  2.0% 
=   27% 

Multiply Percentage 
by Retired Pay Base 

1 2 3 4 

Ø  Retired Pay Base is the average of the highest 36 months of basic pay a member 
with equivalent grade and years of service (based on PEBD) would receive on 
active duty 
Notes: 
•  Assumes the member serves until YOS 30 in the Retired Reserve 
•  Based on pay charts in place when member becomes eligible for retired pay 

      27% 
X $8,900.50 
=  $2,403.14 
monthly retired pay 

2015 – O-5 over 28 
2016 – O-5 over 28 
2017 – O-5 over 30 

Ø  Non-Regular Retired Pay begins at age 60, although this may be reduced as low as 
age 50 with certain creditable active service performed after the beginning of 2008 


