Blended Retirement System
Opt-In Course

Release: January 31, 2017


Presenter
Presentation Notes
This course is designed to provide Service members eligible to opt into the new Blended Retirement System (BRS) sufficient information to make an educated decision about their retirement system.


Course Overview

Being a part of the legacy "High-3" retirement system

You’re choice to remain in the legacy "High-3"
retirement system or elect to participate in BRS

 BRS = reduced-rate defined-benefit pension + TSP
contributions

Goal: inform, educate, and empower you to make the
best decision for your future
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Congratulations! You are part of a select group of Service members who get to choose your retirement benefit system. It is vital you take the time to understand how both of the retirement systems work so that you can make an informed decision that’s right for you and your family. 
Currently, you are part of the legacy “High-3” retirement system which provides a defined retirement pay benefit if you complete 20 years or more of service. In addition, you have access to a non-matching, portable retirement system component known as the Thrift Savings Plan (TSP), where you may already be contributing. 

You may choose to remain in the legacy "High-3" retirement system, or elect to participate in the modernized retirement system, commonly referred to as the Blended Retirement System (BRS). The BRS combines a reduced-rate defined-benefit pension, plus a TSP account where the Government will automatically contribute an amount equal to one percent of your basic pay and match your contributions up to an additional four percent, for a total contribution of up to five percent. 

Additionally, even if you do not complete a 20-year career in the service, the majority of individuals who opt into BRS will receive some portable retirement benefit upon separation.

This course is designed to inform, educate, and empower you to make the best decision for the future you are planning for yourself and your family.


Course Overview (Cont.)

Blended Retirement System Opt-In lessons:

Opt-In Basics

The Importance of Lifelong Financial Security
Financial Planning Concepts and the TSP
Differences in the “High-3"” System and the BRS
Important Factors to Consider

- (MRARE I L

Tools and Resources
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Given an instructional presentation on the “High-3” Uniformed Services retirement system, Blended Retirement System, time value of money and other financial planning concepts, and potential retirement savings outcomes; the learner will be able to understand the importance of saving for retirement, differences between the “High-3” retirement system and blended retirement system, and the tools and resources available to help them make their decision.

Upon completion of this course, you will be able to:

Identify the requirements for eligibility to opt into the BRS
Recognize the opt-in period
Understand the importance of planning and saving for retirement
Understand the concept of a pension for Uniformed Services retirement pay
Define vesting and understand the requirements of the “vesting period”
Recognize the value of compound interest
Recognize the advantages of investing in the Thrift Savings Plan
Understand the basic components of the legacy “High-3” Uniformed Services retirement system
Understand the basic components of the Blended Retirement System
Understand the concepts of, and eligibility requirements for, Continuation Pay and the Lump Sum Option
Understand the factors necessary to make an informed retirement system choice by December 31, 2018
Identify (and access) tools and resources available to provide you with information and education for making financial decisions
Understand how to use the BRS calculator to perform a financial comparison of your retirement planning options


Opt-In Basics

Lesson 1
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Splash Page for transition to Lesson 1


Opt-In Basics
Introduction

Covered in this lesson:

* Eligibility requirements for opting into the BRS
* The Opt-In time period

 Similarities and differences between the legacy
“High-3"” Uniformed Services retirement system
and the BRS
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In this lesson you’ll learn about the eligibility requirements for opting into the Blended Retirement System (BRS), the period of time you will have in which to make your opt-in decision, and be introduced to the similarities and differences between the legacy “High-3” Uniformed Services retirement system and the BRS.


Opt-In Basics
Objectives

After completing this lesson you will be able to:

e |dentify the requirements for eligibility to opt
into the BRS
 Recognize the Opt-In period

 Recognize similarities and differences between
the legacy “High-3” Uniformed Services
retirement system and the BRS


Presenter
Presentation Notes
After completing this lesson you will be able to: 

Identify the requirements for eligibility to opt into the BRS
Recognize the Opt-In period
Recognize similarities and differences between the legacy “High-3” Uniformed Services retirement system and the BRS


Opt-In Eligibility

You are eligible to opt into the BRS IF as of
December 31, 2017 you are either:

e AC member who has served fewer than 12 full
years from PEBD

e RC member with fewer than 4,320 points

This is your decision to make!
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You are taking this training because as of December 31, 2017 you are either:

An Active Component (AC) member who has served fewer than 12 full years from your Pay Entry Base Date (PEBD), or 
A Reserve Component (RC) member with fewer than 4,320 points

This makes you eligible to opt into the BRS, or remain in the legacy “High-3” military retirement system. If you do not choose to opt into the Blended Retirement System, you will remain in the “High-3” system.

This is your decision to make! 

Please note, no one who is currently serving as of December 31, 2017, or who has previously served, is automatically enrolled in the BRS. All Service members who enter service, or who sign a contract to serve, on or before December 31, 2017 are grandfathered into the “High-3” retirement system that is more fully described later in this lesson and in Lesson 4.

It is strongly recommended that you discuss this decision with your family, and take full advantage of the financial counseling and education opportunities available to you as a Service member. But only you can make the decision whether to opt into the BRS or remain in the “High-3” retirement system.



Opt-In Period

Any eligible Service member wishing to opt in
must do so during calendar year 2018

Otherwise you’re covered by the “High-3”
retirement system

If you decide to switch to the BRS, you will
have to record that decision and:

 The decision is irrevocable. In other words
it cannot be changed at a later date
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You will be able to make a decision on your retirement system beginning January 1, 2018. Any eligible Service member wishing to opt in must do so during calendar year 2018. Completion of opt-in training is required prior to making the election.

You may choose to remain covered by your legacy retirement system; in which case nothing will change.

But should you decide you want to switch to the BRS, you will have to record that opt-in decision.  This decision is irrevocable, or final, and cannot be changed at a later date.

Members of the Reserve Component must be performing duties in a paid status during 2018 to opt in.  If not in a paid status during 2018, but otherwise eligible based on having accumulated fewer than 4,320 retirement points, those Reserve Component members will have an opportunity at a later date, if returning to a paid status, to make their opt-in decision.


Opt-In Period Important Notes

NOTE: Service members who have already retired
or who have transferred to the Retired Reserve
are not eligible to opt into the BRS

NOTE: Stay alert for Service-specific instructions
for opt-in procedures

ROTC/Service Academy/Reentrants
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Reentrants will have the remainder of 2018, or depending upon when they return to service, a limited period of time after 2018, to opt in if they desire. 

Stay alert for Service-specific instructions for opt-in procedures.

ROTC/Service Academy/Reentrants
If you are taking this training while completing training through ROTC or a Service Academy, or are in an unpaid Reserve Component status, you will have 30 days upon commissioning to active service or from the time you enter a paid status to make your election.



Differences Between the “High-3” and the BRS

“High-3” Military Retirement System Blended Retirement System
20 Years of Service = Full Pension 20 Years of Service = Full Pension
2.50% X | vea: | X S P 5 qop ¥ ‘ veurs | X . 1
Served Base Served Base
* Automatic 1% Government contribution
2.5% X 20 | = 50% to TSP o
» Up to an additional 4% Government-

matching contributions of basic pay to TSP
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The primary differences between the “High-3” retirement system and the BRS are described here. Under the “High-3” system, you will receive a pension in return for 20 years of active duty, or 20 qualifying (creditable) Years of Service (YOS) for the Reserve Component. Your monthly retired pay will be calculated as shown here, 2.5% times your Years of Service times the average of your highest 36 months of basic pay.

Under the BRS, you will still receive a pension for 20 Years of Service, though the multiplier is reduced from 2.5% to 2.0%. If you choose to opt into the BRS, you will enroll in a U.S. Government Thrift Savings Plan (TSP), a defined contribution plan currently available to Government workers. TSP is portable and, once vested, all contributions and earnings stay with the Service member even after leaving the Service. You will also receive an automatic Government contribution to your TSP equal to 1% of your basic pay, and depending on your own contributions to TSP may be eligible for Government-matching contributions up to an additional 4% of your basic pay. So, if you choose to leave the service before completing 20 years, under the BRS you would separate with your contributions to your TSP and up to a total of 5% Government contributions.

It is important that you understand that all Service members today have the option to participate in the TSP. The difference is that those who choose to remain in the “High-3” system will not receive Government-matching funds or the 1% automatic contribution. 

You must decide which of the retirement systems is best for you and your family based on your future financial needs, and your plans and goals for your Service career. 

You’ll get more information about the differences in the two retirement systems later in this course.


Knowledge Check #1

All Service members who enter service, or who sign a
contract to serve, on or before December 31, 2017 are
automatically enrolled in the Blended Retirement System.

O True
O False
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Answer:  False


Knowledge Check #2

The Opt-In Election Period is to

January 1, 2017, December 31, 2017
January 1, 2017, December 31, 2018
January 1, 2018, December 31, 2018
January 1, 2019, December 31, 2019
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Answer: Opt-In period = January 1, 2018 to December 31, 2018



Knowledge Check #3

Out of these options which do you think is the best
description of how the legacy “High-3” retirement
system and the Blended Retirement System (BRS)
are similar?

O They each provide an automatic Government
TSP contribution of 1% of a Service member’s
basic pay

O Service members are eligible for Government-
matching TSP contributions in both systems

O Both require 20 Years of Service to qualify for a
pension

O There are no similarities between the “High-3”
and the BRS
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Answer: Both require 20 Years of Service to qualify for a pension



Opt-In Basics
Summary

You should now be able to:

* |dentify the requirements for eligibility to opt
into the BRS
e Recognize the opt-in period

 Recognize similarities and differences between
the legacy “High-3” uniformed services
retirement system and the BRS
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You have completed Lesson 1 on Opt-In Basics.

You should now be able to:

Identify the requirements for eligibility to opt into the BRS
Recognize the opt-in period
Recognize similarities and differences between the legacy “High-3” uniformed services retirement system and the BRS



The Importance of Lifelong
Financial Security

Lesson 2
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Splash Page for transition to Lesson 2


The Importance of Lifelong Financial Security
Introduction

Covered in this lesson:

e Costs and uncertainties of retirement

 Simple steps you can take to make your own
future a little less uncertain

You need to plan and begin saving for your
retirement NOW!


Presenter
Presentation Notes
Your retirement may seem like it is many years in the future, but that is exactly the reason you need to plan and begin saving for your retirement now!
In this lesson you’ll learn about the costs and uncertainties of retirement that many people recognize too late, and be introduced to some 4simple steps you can take to make your own future a little less uncertain.


The Importance of Lifelong Financial Security
Objective

After completing this lesson you will be able to:

 Understand the importance of planning and
saving for retirement
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After completing this lesson you will be able to:

Understand the importance of planning and saving for retirement


Why is Lifelong Financial Security Important?

Can you imagine what YOUR needs might be 50 years
into the future?

According to the U.S. GAO and the BLS:

e Life Expectancy = mid-80's
 Only HALF of those approaching retirement age have
savings at all

* Living expenses could be well over $50,000/yr.
between age 55 and 80

e 80% of your pre-retirement may be needed to
maintain your current quality of life
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Retirement probably seems far off to you at this point in your life, and so it’s difficult to imagine what your needs might be 50 years into the future. Today’s generation at or near retirement age had the same problem when they were young. 

Consider some of these facts published by the U.S. Government General Accounting Office and the Bureau of Labor Statistics:
You can probably expect to live a good long life, into your mid-80’s.
Many people approaching retirement age today have limited financial resources, and roughly half have no retirement savings at all.
Those who have retirement savings probably don’t have enough, the average savings for households 55-64 is about $104,000.
The average American will need adequate savings and income to cover well over $50,000 per year in living expenses between age 55 and 80.
Experts advise you may need around 80% of your pre-retirement income to maintain your quality of life.

While Social Security may cover some of your expenses, retirement savings will play a critical role in ensuring you can maintain the standard of living you desire in retirement.

The decisions you make today when you are in your 20s or 30s may determine how you live during retirement.


Uncertainties of Retirement

Your retirement future is uncertain:

e Life expectancy continues to grow
 Budgets and living expenses continue to change

e Social security was never intended to be a
primary source of retirement income

* |nvestment returns may be unpredictable

NOW is the time to actively plan and invest
in your future!
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No one can predict the future. Your retirement is full of uncertainties.  Consider just a few.

Life expectancy will continue to go up as health care is improving, meaning you’ll need more money to live on after your retirement.
You’ll need to budget for living expenses, and unexpected health care expenses can disrupt the best plan. You have a standard of living to which you are accustomed, is that what you intend for your retirement?
Social security was never intended to be your primary income during retirement. This is your opportunity to invest in your future NOW!
Market fluctuations will impact your investments. Diversifying and starting early will help mitigate those issues. 

Your best strategy for protecting yourself against an uncertain future is to ensure you are actively planning and investing in your future.


Costs of Retirement

Remember: Living expenses could be well over $50,000/yr.
between age 55 and 80: BLS survey

People over age 55 are likely to reduce spending as a result
of their reduced income

What will the cost of living be when you retire?
Essential retirement costs:

 Housing

 Transportation

 Food

e Healthcare

What Does It Mean?
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You are going to need money after you retire.

The U.S. Bureau of Labor Statistics (BLS) conducts regular surveys of consumer spending. Based upon the most recent available survey results, in 2014 Americans over age 55 spent an average of $53,495 each year. Total expenditures were highest from age 55-64 and decreased to an average of $36,673 for Americans over age 75. 

It is important to compare expenditure data against income data since the decrease in spending may be most attributable to decreases in income. In 2014, survey data indicates a steady decline in pretax income from age 55 to age 75. One must consider that declines in expenditures could be the result of declining income rather than consumer choices to reduce expenditures for other reasons.

Keep in mind that this information is based on history, and that you are still years away from your own retirement. Another uncertainty to consider is how much these costs may increase by the time you retire.
For most people, the essential costs of retirement include:

Housing
Transportation
Food
Healthcare

Housing
The largest portion of these expenditures is housing which accounted for nearly $18,000 or 33.3 % of the total annual expenditures for this population segment. The data is further segmented for Americans age 55-64, 65-74, and 75 and older. 

Based upon the BLS data, the share of housing costs relative to total expenditures decreased with age until age 75 and over.  Americans over 75 spent fewer dollars on housing, but total annual expenditures also decreased for this population. As a result, housing represented a larger share of total expenditures at 36.5%.

Transportation
The next largest category of retirement spending was transportation at 17%, or a little over $9000. Transportation costs increased from age 55 to age 74 and then declined substantially. This is likely due to reduced mobility among the elderly population.

Food
Food was the third highest category at 12.6%, or about $6,700.

The food share of spending remains fairly constant across the subcategories of age, but total dollar expenditures decrease with total expenditures and total pretax income as age increases.

Health Care
Health care consumed an average of 8% of total expenditures for this population overall, but the health care share of total expenditures rose dramatically from age 55 to age 75 and over. 

Total dollar expenditures for this category were mostly consistent across the age subcategories, averaging about $4,300.

What Does It Mean?
What does all this mean? In categories where dollar spending remains constant while total expenditures and total income falls, it is reasonable to assume the population had to reduce spending in other areas to maintain spending in the constant dollar categories. 

Further, where total share of expenditures remain constant, it is reasonable to assume cutbacks were made as a result of decreased total income.


Costs of Retirement (Cont.)

e Service Retirees Benefits
 Maintaining Your Standard of Living

e “Standard of Living” Definition
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Service Retirees Benefits
Service members who retire from the military may have access to military retiree healthcare benefits, commissary and exchange privileges, and access to military quality of life facilities such as gyms, recreation areas, theaters, etc. 

As a result, total spending for this population may be lower since there are significant cost savings for Service members who utilize military health care, commissaries, exchanges, and quality of life facilities. In addition, military retirees may be eligible for special local and state tax treatment of their retired pay and property in their home states.

Maintaining Your Standard of Living
The term “Standard of Living” has a variety of definitions and meanings, but what is important here is YOUR standard of living and what you want it to be during your retirement.

How do you define your current standard of living?

The answer to this question may be similar for most individuals in their 20s and 30s, but may be individually defined by the size of the family, location of the home, type of car, cost of entertainment, and preferences for travel and leisure.

It is up to you to determine your current standard of living, your desired standard of living, and the standard of living you wish to have in retirement.  Do you want the same, better, or a lesser standard of living when you are 40, 50, 60 or older?

What will be your standard of living in retirement, since the costs of goods, services, and luxuries you desire will most likely have gone up?

“Standard of Living” Definition
The necessities, comforts, and luxuries enjoyed or aspired to by an individual or group.
A minimum of necessities, comforts, or luxuries held essential to maintaining a person or group in customary or proper status or circumstances.


Retirement Income Streams

Needed Income? Years to Reach Goal?
Standard of Living? Retirement Age?

Potential "income streams"

Personal savings and investments
Employer-provided pensions
Social Security retirement benefits

Earned income if you choose (or need) to continue
working
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Once you have an idea when you want to retire and have considered all of the relevant factors, like the standard of living you want, you are ready to calculate the income you will need and how much you need to save each month (or year) to reach your goal.

There are four sources of retirement income, also known as “income streams”:

Your personal savings and investments 
Employer-provided pensions
Social Security retirement benefits, and
Earned income if you choose (or need) to continue working


Retirement Income Streams (Cont.)

Mike Smith
e E-6w/10 YOS

 Entered Military at 24 yrs. old, plans to retire with
26 YOS hitting E-8 or higher before retirement.

Likely needs $70,000 a year at the retirement age of 65

Current income streams:
e $33,000 from his military pension plan
e $21,000 from Social Security

GAP = $16,000 /yr.
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Example: E-6 Mike Smith
Mike Smith is an E-6 with 10 years of service. He entered the military at 24 and plans on retiring in 16 years with 26 years of service. He hopes to make E-8 or higher before he retires. 

Mike has made some estimates and determined he would like to have $70,000 a year when he retires for good at age 65. When he retires, he has decided to plan for a 25-year retirement (when he will reach age 90). Using today’s dollars, he estimates that he will have the following annual retirement income:

$33,000 from his military pension plan
$21,000 from Social Security

That leaves a gap of $16,000 a year that will either need to come from personal savings and investments, or be provided through continued employment. 

Mike needs to determine how much he needs to save each month/year to fill that gap, and what types of saving and investment vehicles he will use. And if he does not save enough, how long will he have to continue working to earn the income to live on?


Retirement Income Streams (Cont.)

Plan ahead for your retirement
Ensure you have adequate savings for retirement

Plan for the standard of living you want to
maintain at retirement

Take full advantage of financial literacy training,
education, Personal Financial Managers (PFMs),
and Counselors

You need to be an active participant
in your own future!
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Be an Active Participant!
Let’s do a quick recap of what we’ve covered so far.

You want to stop working someday, and you need to plan ahead for how you will fund your retirement. Recent studies show most people who are at or near retirement age today either don’t have any money saved for retirement, or don’t think they have saved enough. 

You face many uncertainties with your retirement, but the best protection against those uncertainties is to ensure you have adequate savings for retirement. Costs of retirement will include housing, transportation, food, and medical care, and you can expect all of those costs to be higher by the time you reach retirement age.

You also need to plan for the standard of living you want to maintain after you stop working.

As a member of the Uniformed Services, you will have a number of opportunities throughout your career to receive financial literacy training and education. You also have access to other resources such as Personal Financial Managers and Counselors. Regardless of the retirement system you choose, you should take full advantage of these opportunities and resources to help you create financial security for yourself and your family.

Specific tools and resources available to help you with financial planning are discussed in more detail later in this course.

You need to be an active participant in your own future!


Knowledge Check #4

Most people approaching retirement age today have
adequate savings and investments to fund their
retirement for the rest of their lives.

O True
O False
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Answer:  False


Knowledge Check #5

For most people, the essential costs of living in
retirement include (Select all that apply):

Travel and Leisure
Transportation
Healthcare
Housing

Food

©C O O O O
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Answers: All EXCEPT Travel and Leisure




The Importance of Lifelong Financial Security
Summary

You should now be able to:

 Understand the importance of planning and
saving for retirement
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You have completed Lesson 2 on the importance of planning for retirement. 

You should now be able to:

Understand the importance of planning and saving for retirement



Financial Planning Concepts
and the TSP

Lesson 3
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Splash Page for transition to Lesson 3


Financial Planning Concepts and the TSP
Introduction

Covered in this lesson:

 Important terms and concepts you’ll need to
understand in order to be prepared to compare
your retirement system options

 The advantages of investing in the Thrift Savings
Plan (TSP)


Presenter
Presentation Notes
In this lesson you’ll learn about some of the important terms and concepts you’ll need to understand in order to be prepared to compare your retirement system options. You’ll also learn about the advantages of investing in the Thrift Savings Plan (TSP), which is the U.S. Government’s version of the 401(k) investment plan.


Financial Planning Concepts and the TSP
Objectives

After completing this lesson you will be able to:

 Understand the concept of a pension for
Uniformed Services retirement pay

 Define vesting and understand the requirements
of the “vesting period”

 Recognize the value of compound interest

 Recognize the advantages of investing in the
Thrift Savings Plan
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After completing this lesson you will be able to:
 
Understand the concept of a pension for Uniformed Services retirement pay 
Define vesting and understand the requirements of the “vesting period”
Recognize the value of compound interest
Recognize the advantages of investing in the Thrift Savings Plan


Financial Planning Concepts

Pension

Defined Contribution Plan
Employer Matching
Portability

Vesting

Compound Interest
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What is a Pension?
A pension, which is a type of “defined-benefit plan”, is a retirement system in which an employee is promised that they will continue receiving a regular income, paid in intervals, even after they retire

Usually, qualifying for a pension is based on completing a certain number of years of employment; in exchange, the employee is guaranteed a monthly income even after he or she stops working

The Uniformed Services’ legacy retirement systems, such as the “High-3,” are pension plans based on creditable years of service – usually 20 years.  Upon qualifying for retirement, you know you are guaranteed to receive a monthly retirement paycheck for the rest of your life.

What is a Defined Contribution Plan?
Defined contribution plans, such as the Thrift Savings Plan and 401(k) plans, allow you to save for your own retirement through contributions from your pay into an investment account that you can manage.  Often, your employer contributes additional amounts to that account enhancing your ability to invest and save for retirement.

Like a pension, a defined contribution plan allows you to receive income in retirement.  But the income is not guaranteed and is based on how much you and your employer contribute during your working years, and how well the investments perform over time.

What is Employer Matching?
Employer matching is when your employer contributes a certain amount of money to your defined contribution plan, such as TSP, based on how much you contribute.  This is additional money that comes from the employer, not from your pay, that goes into your retirement account, which you manage.

What is Portability?
Portability is the ability of an employee to take their retirement investment account with them when they leave one employer and move to another.  Under defined contribution plans, such as TSP, the rules allow you to take all of the money you invested in your account and move that money to another retirement account when you leave the organization.  

Also, depending on the rules for “vesting”, which we’ll discuss on the next page, you may be able to take the money your employer invested in your retirement account with you.  

With portability, you can re-invest that account in your new employer’s program or convert it to a different type of investment. 

You also have the option to leave your money in the TSP and it will continue to grow, even after you leave the service. 

Separating members also have the option to cash out of their TSP accounts, however, this option carries significant tax implications.

For more information on portability, see your installation Personal Financial Manager (PFM) or visit the TSP website. If a PFM or other Unit financial counselor is not available, consult with your Unit leadership or seek guidance through Military OneSource.

What is Vesting?
Vesting is the right an employee has to keep the money, and interest earned on that money, their employer contributed to their retirement account.  Usually, vesting is based on the length of time you work for that employer or participate in the retirement system.  Once “vested,” the amount of money in your retirement account is yours to keep and the employer cannot take it back.

What is Compound Interest?
According to Albert Einstein, "The most powerful force in the universe is compound interest.“

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.

Compound interest allows you to make money on the contributions you make to your retirement account from your basic pay, any Government-provided contributions you receive, and from the money earned by those contributions. Compounding makes it possible for your retirement savings to increase exponentially. 

For example, if you invest $100, and over the course of a year earn a 5% rate of return, at the end of the first year you’ll have $105. If you leave that money alone, and the next year you earn another 5% rate of return, you’ll have $110.25. So in the second year, you’ve earned 5% on your original $100 contribution, plus another 5% on the $5 you earned during the first year. At this rate, your original investment would double in less than 15 years. 

Compounding is most effective the more years it has to work. So it’s best to start saving as soon as you can, and to save consistently.


The Thrift Savings Plan (TSP)

Retirement savings plan similar to 401(k)

Long-term retirement savings and investment
plan

Advantages:
 Automatic payroll deduction

 Diverse investment options with pre-tax and
after-tax treatments

 Contributions from your service
 Beneficiary participant account
* Variety of withdrawal options
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As a member of the Uniformed Services, you have the opportunity to participate in the Thrift Savings Plan, a retirement savings plan similar to 401(k) retirement plans offered to private sector employees. The purpose of the TSP is to give you the ability to participate in a long-term retirement savings and investment plan.

TSP Advantages
Saving for your retirement through the TSP provides many advantages, including the following:

Automatic payroll deductions.
A diversified choice of investment options, including professionally designed lifecycle funds.
A choice of tax treatments for your contributions:
Traditional (pre-tax) contributions and tax-deferred investment earnings, and
Roth (after-tax) contributions with tax-free withdrawals at retirement (including withdrawals of earnings if you satisfy the IRS requirements). 

Low administrative and investment expenses (e.g., As of 2016 TSP management fee is .03% per year).
Contributions from your service (Government-automatic [1%] contributions and Government-matching contributions up to an additional 4% of your basic pay that you contribute) if you are enrolled in the BRS.
Under certain circumstances, access to your money while you are still a member of the Uniformed Services.
A beneficiary participant account established for your spouse, or anyone you designate, in the event of your death.
A variety of withdrawal options.


The Thrift Savings Plan (TSP) (Cont.)

e TSP Vesting

* Tax-Exempt Pay
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TSP Vesting
Vesting refers to the time-in-service requirement that you must satisfy before you’re entitled to keep your Government-automatic (1%) contributions (and their earnings). For BRS members, this requirement is 2 years. All of your time as a member of the Uniformed Services counts toward vesting, not just service while you are a TSP participant. So, if you opt into the BRS, and have already have 2 or more full YOS, you will be fully vested in your Government-automatic contributions.

The date your vesting period begins is determined by your Pay Entry Base Date (PEBD), which your service reports to the TSP. Your PEBD is shown along with other vesting information on your quarterly and annual TSP participant statements. If you leave the Uniformed Services before you satisfy the vesting requirement, your Government-automatic (1%) contributions and their earnings must be forfeited. However, if you die before separating from service, your beneficiaries are automatically considered vested in all of the money in your account.

You are immediately vested in your own contributions plus their earnings, as well as vested in any Government-matching contributions, plus earnings on those matching contributions. You do not need to serve for 2 years in order to keep Government-matching contributions.

Tax-Exempt Pay
If you are serving in a combat zone, you can contribute tax-exempt pay to your traditional account or to your Roth account. If you contribute tax-exempt pay to your traditional account, the amount you contribute will be tax-free when withdrawn. If you contribute tax-exempt pay to your Roth account, both the amount contributed and associated earnings will be tax-free when withdrawn (if you satisfy the regular Roth withdrawal requirements).


Knowledge Check #6

A pension is a type of ; a retirement system in
which an employee is promised that they will continue
receiving a regular income even after they retire.

defined-benefit plan
defined contribution
tax-exempt plan

O
O
O
O 401(k) plan
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Answer: defined-benefit plan




Knowledge Check #7

Once “vested” in your retirement account,

O the money contributed to your account by
your employer, and the interest earned on
that money, is yours to keep

O your employer will begin making
contributions to your defined contribution
plan, such as the TSP

O your employer may contribute to your

account, but has the right to take that money
back

O you can re-invest that account in a new
employer’s program
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Answer: the money contributed to your account by your employer, and the interest earned on that money, is yours to keep



Knowledge Check #8

Compound interest is when your employer contributes a
certain amount of money to your defined contribution
plan, such as the TSP, based on how much you contribute.

O True
O False
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Answer:  False


Knowledge Check #9

Advantages of the Thrift Savings Account include
(Select all that apply):

O Automatic payroll deductions

O Contributions from the Government if you are
enrolled in the BRS

O A diversified choice of investment options,
including professionally designed lifecycle
funds
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Answers: ALL answers are correct



Financial Planning Concepts and the TSP
Summary

You should now be able to:

 Understand the concept of a pension for
Uniformed Services retirement pay

 Define vesting and understand the
requirements of the “vesting period”

 Recognize the value of compound interest

 Recognize the advantages of investing in the
Thrift Savings Plan
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Presentation Notes
You have completed Lesson 3 on financial terms and concepts, and the Thrift Savings Plan (TSP).

You should now be able to:

Understand the concept of a pension for Uniformed Services retirement pay 
Define vesting and understand the requirements of the “vesting period”
Recognize the value of compound interest
Recognize the advantages of investing in the Thrift Savings Plan


Differences in the “High-3” and BRS

Lesson 4


Presenter
Presentation Notes
Splash Page for transition to Lesson 4


Differences in the “High-3” and BRS
Introduction

Covered in this lesson:

 The differences between the components of the
Uniformed Services’ legacy “High-3" retirement
system and the BRS
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Presentation Notes
In this lesson you’ll learn more about the differences between the components of the Uniformed Services’ legacy “High-3” retirement system and the BRS.


Differences in the “High-3” and BRS
Objectives

After completing this lesson you will be able to:

Understand the basic components of the “High-3”
Uniformed Services retirement system

Understand the basic components of the Blended
Retirement System

Understand the concepts of, and eligibility
requirements for, Continuation Pay and the Lump
Sum Option
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After completing this lesson you will be able to: 

Understand the basic components of the “High-3” Uniformed Services retirement system 
Understand the basic components of the Blended Retirement System
Understand the concepts of, and eligibility requirements for, Continuation Pay and the Lump Sum Option


s
IIIIIIIIII |
IIIIIIIIIII |
A “
o0 “ “
Q “ “
wfd _ _
2 “
_ |
(C 1 U _
~ = < “
m im “
| I _
i - I _
20 “
- “ “
- “ II.“
S | Bl ———
= D “
| m 0 ;
- m 5 AN m
(7)) ! m S _
3 | P2 m
m | 2 e “
o | ™ aly “
< | £ ﬂ |3 |
O “PEho .. “
= “
1 S _
_ |
_ |
_ |
_ |
_ |
|
|
|
| .


Presenter
Presentation Notes
The “High-3” Retirement System
The legacy "High-3" retirement system for the Uniformed Service is based on a pension, or defined-benefit plan. 

Under the “High-3” system, Active Component (AC) members today who serve for 20 years are vested in the system and will receive monthly regular retirement pay upon retirement. Reserve Component (RC) members under the “High-3” system can start receiving non-regular retirement pay after 20 years of qualifying service and reaching age 60, or earlier based on your qualifying active service.

The formula for regular retirement pay under the “High-3” system for AC Service members is 2.5% X Years of Service (YOS) X the average of the highest 36 months of basic pay, which results in a monthly retired pay benefit of 50% of the average of your highest 36 months of basic pay, based on 20 Years of Service.

For members of the RC, Years of Service is equal to the Service member’s accumulated retirement points divided by 360.

The Blended Retirement System
The new Blended Retirement System takes effect on January 1, 2018.

Like the “High-3” retirement system, the new Blended Retirement System provides a pension, or defined benefit, of monthly retired pay, though the formula changes. 

The new formula for both Active and Reserve Components is: 2.0% x your Years of Service x the average of your highest 36 months of basic pay, which results in a monthly retired pay benefit of 40% of the average of your highest 3 years of basic pay based on 20 Years of Service.

Years of Service is calculated based on an individual's Pay Entry Base Date (PEBD), also known as Pay Date, for the AC, and based on Total Years of Qualifying Service for the RC.

For RC members, Total Years of Qualifying Service is still computed by dividing the number of accumulated retirement points by 360. 

The defined-benefit pension is reduced when the multiplier decreases from 2.5% to 2.0% under the new BRS.  However, depending upon your own contribution rate to the TSP and investment returns, the addition of Government automatic and matching contributions could allow you to achieve nearly the same or better total retirement benefit when compared to the current retirement system.

The qualifying service for the AC to receive regular retirement pay in the BRS, is still at least 20 qualifying Years of Service, the same as for the current system.  For members of the RC qualifying for a non-regular retirement, the vesting point remains 20 years of qualifying service, although the member will not begin receiving retired pay until age 60. Some members of the RC could begin receiving retired pay sooner if they have certain types of qualifying service that reduces his or her retirement age.


»

Differences in the “High-3” and the BRS (Cont.)

Defined Contributions

Continuation Pay

Basis for CP Amounts

Important CP Information for RC Members

Government

Yn:u e Government Total
Contribute il Matches
Contribution
0% 1% 0% 1%
1% 1% 1% 3%
2% 1% 2% 5%
3% 1% 3% 7%
4% 1% 3.5% 8.5%
5% 1% 49% 10%
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Defined Contributions
A major difference between the “High-3” retirement system and the new BRS is that the new blended system includes a TSP account for Service members where the Government will contribute to the account along with the member.  

If you choose to participate in the BRS, you will be able to set up a TSP account if you do not already have one.

Upon opting into the BRS you will choose the percentage contribution you want to make from your basic pay each month.

For those members who already have a TSP account, you may still determine your contribution level upon opting in.

The Government will begin automatically contributing an amount equal to 1% of your basic pay, and will continue these contributions until you separate, retire, or complete 26 years of service, whichever occurs first.

You will begin seeing this contribution the next pay period after you opt-in.

In addition, the Government will begin matching your contributions up to 4% of basic pay each month.

If you opt into the BRS, you are immediately vested in your own contributions plus their earnings, as well as vested in any Government-matching contributions, plus earnings on those matching contributions. You do not need to serve for 2 years in order to keep Government-matching contributions.

You must serve at least 2 complete years from your PEBD to be vested in your Government-automatic (1%) contributions and their earnings. However, if you already have 2 or more full Years of Service when you opt in, you will be fully vested in your Government-automatic contributions and their earnings.

These Government matching contributions will continue as long as you continue contributing, and until you separate, retire, or complete 26 Years of Service.

Continuation Pay
With the introduction of the new BRS, Congress authorized a Continuation Pay (CP) bonus which may be provided to you mid-career for your commitment to at least 3 more Years of Service. Continuation Pay will be paid to members covered by the BRS anywhere between eight to 12 years of service depending on guidelines that will be put out by your Service. 

This pay, which is like an incentive or bonus, is designed to encourage members to continue serving at critical points in their career. The amount of Continuation Pay and when it is paid will be determined by your Service based on unique aspects of each career field.

While Continuation Pay is not part of a Service member’s retirement benefit, it is a factor in your decision between opting into the BRS or remaining in the “High-3” retirement system.

Basis for CP Amounts
Your Service may decide that a particular career field is in high demand, and they must retain as many members in that career field as possible.  This might lead your Service to pay a higher Continuation Pay bonus to members with that particular skill at the mid-career point. 

The amounts paid to each career field may vary from year to year, although they will always be in the range of a minimum of 2.5 months of basic pay up to a maximum of 13 months of basic pay for an AC member, and a minimum of 0.5 months of basic pay to a maximum of 6 months of basic pay for an RC member, calculated as if that member was serving on active duty.

Active Guard/Reserve and Full-Time Support members will be paid at least the minimum of 2.5 months of basic pay if they are serving on active duty.

Important CP Information for RC Members
Some members of the RC will be eligible to opt into BRS because they have less than 4,320 retirement points, but will be past the 12 year point in their career.  

Those members may opt into BRS but will not be eligible for the Continuation Pay bonus.  Only those members with fewer than 12 years of service measured from their Pay Entry Base Date will be eligible for Continuation Pay.


»

Differences in the “High-3” and the BRS (Cont.)

Lump Sum
How the Lump Sum Option Works

Important Lump Sum Information for RC
Members

Other Important Considerations

Lump Sum Option Lump Sum Option
Regular Retirement Non-Regular Retirement

Lump Sum Option
Regular Retirement Non-Regular Retirement
ired 50% of futu
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Lump Sum
One of the most significant changes to the BRS, when compared to the High-3 system, is the opportunity for Service members to get a portion of their retired pay as a lump sum upon retirement. This means you can receive money upfront as an advance on your own retired pay.  

The Lump Sum Option could be a very valuable opportunity for Service members entering retirement.  This payment may provide you the opportunity to pay off debts, buy a house, or even to start a business. It is important to understand, though, that there is a cost to receiving your retired pay upfront.  The amount you receive will be less than you would have gotten if it was spread out over normal monthly payments.  This is because the money you would receive in the future is not as valuable as money you receive in today’s dollars. If you elect the Lump Sum, your future stream of retired pay is discounted to account for the time value of money. Also, there are tax considerations to understand, and the Lump Sum payment may even impact any disability compensation you are entitled to from the Department of Veterans Affairs.

The Lump Sum Option is a valuable option under the BRS and creates opportunities not available with the legacy retirement systems.  But it is important to learn more about the pros and cons of this option prior to retirement.

How the Lump Sum Option Works
You may choose to receive either 50 percent or 25 percent of the discounted present value of your future retirement payments in exchange for reduced monthly retired pay from when you retire until when you reach the Social Security “full retirement age”, which for most people is age 67.  At age 67, your retired pay goes back to its full amount.

The discounted present value is determined by estimating what your retired pay will be and then reducing it to its value in “today’s dollars” by using a formula that is based on market conditions and other factors.

What this means:

90 days prior to retirement, you may elect to receive either 50 percent or 25 percent of your retirement from when you retire until age 67.
Upon retirement, you will receive a lump sum payment that is the reduced “discounted present value” of this portion of your retired pay.
You will continue receiving monthly retired paychecks, but only 50 percent or 75 percent of what you would have otherwise received, depending on which lump sum option you chose.
When you reach age 67, your monthly retired pay will go back to what it otherwise would have been – you will start receiving full retired pay checks again.

Important Lump Sum Information for RC Members
Like their active duty counterparts, Reserve Component members participating in the BRS have the option of electing a lump-sum payment of retired pay.  Like all retired pay, though, Reserve Component members qualifying for a “non-regular retirement” are not eligible to get this lump sum until becoming eligible for retired pay – after the “gray area.”  Usually this is age 60, but your age of eligibility may be reduced if you have certain types of qualifying active service.  

Otherwise, the Lump Sum Option works the same for Reserve Component members.  Upon eligibility for retired pay, you may elect 50 percent or 25 percent of your retired pay for the time period:

From: Your retired pay eligibility date (usually when you turn 60),
To: Full Social Security Retirement Age (usually age 67)

Other Important Considerations
The Lump Sum Option is a valuable opportunity for members to receive a portion of their retired pay upfront; but there are important considerations:

You will get the discounted present value of this portion of your retired pay, meaning you will not get as much as you would have if you took the retired pay in normal monthly installments.
Like all retired pay, this lump sum payment is subject to tax; in many cases, receiving a large sum of money may change your tax liability considerably.  This can be potentially mitigated by choosing to take your lump sum payment in installments over several years (maximum of 4 installment, 1 per year), although members need to understand the tax implications and consult a professional before electing the Lump Sum Option.
Those retirees who anticipate they will receive a disability rating from the Department of Veterans Affairs need to know their disability compensation could be impacted or delayed if they take the Lump Sum Option.



Lump Sum Option: Regular Retirement
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Enlarged Graphic of Lump Sum Option: Regular Retirement



Lump Sum Option: Non-Regular Retirement
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Enlarged Graphic of Lump Sum Option: Non-Regular Retirement



Knowledge Check #10

The formula for retired pay under the "High-3"
retirement system is X Years of Service x the
average of the highest 36 months of the Service
member's basic pay, while under the BRS the formula is

X Years of Service x the average of the highest 36
months of the Service member's basic pay.

2.0%, 2.0%
2.0%, 2.5%
2.5%, 2.0%

O
O
O
O 2.5%, 2.5%
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Answer: 2.5%, 2.0%



Knowledge Check #11

Under the BRS, Service members who elect to opt in
are eligible for

O up to an additional 4% Government-matching
contributions to a TSP account

O automatic 1% Government contributions to a
TSP account

O neither of these
O both of these
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Answer: both of these


Knowledge Check #12

The allows Service members to take 25% or
50% of their retired pay up front as an advance upon
retirement.

Continuation Pay
Lump Sum Option
Thrift Savings Plan

© O O O

“High-3” Retirement System
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Answer: Lump Sum Option


Differences in the “High-3” and BRS
Summary

You should now be able to:

 Understand the basic components of the
current Uniformed Services retirement system

 Understand the basic components of the
Blended Retirement System

 Understand the concepts of, and eligibility
requirements for, Continuation Pay and
Lump Sum
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You have completed Lesson 4 on the differences between the “High-3” Uniformed Services retirement system and the BRS. You should now be able to: 

Understand the basic components of the current Uniformed Services retirement system 
Understand the basic components of the Blended Retirement System
Understand the concepts of, and eligibility requirements for, Continuation Pay and Lump Sum


Important Factors to Consider

Lesson 5
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Important Factors to Consider
Introduction

Covered in this lesson:

 |Important factors you may need to think through
before deciding whether to participate in the
legacy “High-3” retirement system or the BRS.
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Presentation Notes
In this lesson you’ll learn about some important factors you may need to think through before deciding whether to participate in the legacy “High-3” retirement system or the BRS.


Important Factors to Consider
Objective

After completing this lesson you will be able to:

Understand important factors necessary in order
to make an informed retirement system selection
(whether to opt into the Blended Retirement
System or remain in the legacy “High-3” system)
by December 31, 2018
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After completing this lesson you will be able to: 

Understand important factors necessary in order to make an informed retirement system selection (whether to opt into the Blended Retirement System or remain in the legacy “High-3” system) by December 31, 2018


Personal Goals and Other Considerations

Short-Mid-Long Term Goals (1-2 yrs., 2-5 yrs., and

5 yrs. on)

Your Service Career Goals

Personal and Family Considerations
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Short-Mid-Long Term Goals
Someone in your life has probably talked to you about goals and goal-setting. It may have been your parents, your High School counselor, or a member of your Service leadership. Among the many good reasons to set goals are that they direct your attention to the things that are most important to you, and help you sustain the effort and motivation to achieve them.

You can have short-term, mid-term, and long-term goals. 

Short-term goals are goals that can be accomplished in 1-2 years. An example of a short-term goal in your Service career might be to complete training program for a set of skills you are trying to develop.

Mid-term goals are those that take between 2 and 5 years to accomplish. You may have a mid-term goal to get a promotion or complete a Bachelor’s degree.

Long-term goals are those that extend beyond five years. 

Your retirement goals are long-term goals. 

You need to consider your goals when you are thinking about the Uniformed Services retirement system you plan to choose.

How long do you plan to serve, and what factors may influence that decision?

How do your Service career goals relate to any goals you might have for working in the private sector?

These are just a few important things to think about that might impact your retirement system decision.

While you’re thinking about these things, you might want to write them down for future reference. A worksheet has been provided as an attachment to this document for this purpose.

Your Service Career Goals
Take some time to think about your career in the Uniformed Services.

What are your Service career goals?  Have you thought about serving 20 years or more?  Maybe you’re looking for a college degree, or a professional military education.

What do you want to achieve? 

Do you expect to be active duty for your full career, or have you considered continuing with the Reserve Component later on?
At the end of this lesson you’ll have an opportunity to review some examples of what other Service members are considering with regards to their family, career, and long-term financial planning.

Personal and Family Considerations
Your personal and family obligations, plans, and goals may be some of your most important considerations as you plan for retirement and select a Uniformed Services retirement system.  

For example, do you have a spouse? Does he or she have a career and, if so, what is their income?

Is your family situation going to change? For example, maybe you’re single now, but planning to get married soon.

And what are your current family expenses? Things like saving for children to go to college, providing care or financial support for aging parents, or large purchases such as a new home, car, or boat.

Also, if you are part of the Reserve Component and have a civilian job, should discuss limitations on contributions between your civilian and military retirement accounts with your PFM.

These are all items that must be considered in your long-term financial and retirement plans.

If you have a family, you need to discuss your retirement options with them as part of your process for getting ready to make your retirement system selection.


The “Working-Age Retiree”

e Retired Service member that continues to work after
leaving the Service

e Example - An 18 yr. old entering the Service and putting
in 20 YOS qualifies for military retirement at age 38

O Work will likely need to continue for 20 or 25 years

Working age retiree advantages:

 Additional income provided by military retirement pay
* Access to health care benefits and installation services
 Programs that provide cost savings to the beneficiary

Members leaving the Service lose
non-taxable allowances and inexpensive healthcare
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Even if you choose to remain in the Service for a full career or 20 years or more, you may eventually become a “working-age retiree,” someone who has retired from the Service, but continues to work after leaving the Service. 

Consider a Service member who enters military service at age 18 and serves 20 years. While that member qualifies for military retirement, at age 38 they will likely continue to work in another job capacity for another 20 or 25 years or more. These members have the advantage of military retiree benefits, but may still have children at home and living expenses that exceed the monthly retirement pay they receive. So, while they are retired when viewed from the military perspective, they are not retired in the “no longer working” sense.

A great advantage of being a working age retiree is the additional income provided by the military retirement pay. This extra income can mean that a member can pursue a passion with less regard for total salary since their retirement pay provides a bit of cushion. In addition, military retirees have access to health care benefits, installation services, and programs that provide cost savings to the beneficiary.

Perhaps one of the greatest surprises for military members who leave service is the loss of non-taxable allowances and health care with little or no out of pocket cost. These issues must be considered as part of long-term planning for retirement.


Knowledge Check #13

Which of the following are important considerations
when you are thinking about and planning which
retirement system you will participate in?

(Select all that apply)

Long-term goals

O

O How long you plan to serve

O Personal and family considerations
O

Whether you’ll be a “working age retiree”
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Answers: ALL answers are correct



Activity #1: Review Service Member Profiles (Factors to Consider)

AC, E-6, 20 YOS

Active Component, planned 20 years of service

Name: Mike Smith The important factors Mike is considering include:

Status: Married « Military Career Goals: Retire as an E-8 or higher
Pay Grade: E-6 » Planned YOS: 26 years
» Retirement Plans: Return to hometown

« Personal/Family: Stay in the Uniformed Service until
children have completed college

Job: Personnel

This is Mike Smith. He is an E-6 with 8 years of active service. He's married with two young children. He anticipates they will
attend college when they are older and he and his wife are planning for their future now. This includes saving money to pay for
college. Mike is exploring the new Blended Retirement System. He is specifically interested in the lump-sum option at
retirement. It could be an option to assist his children paying off any outstanding college debt and to pay off his home
mortgage too. He also realizes that under the legacy retirement system, he will earn 2.5% per year after 20. He knows he will
likely need to stay in longer to pay for the kids' college.

*Fictional Scenario. Actor Portrayal.



Presenter
Presentation Notes
Activity 1 Purpose: This activity is designed to give you an opportunity to review the important factors some Service members may be considering as they plan to make their own decision whether to stay in the “High-3” retirement system or opt into the BRS.

Example: AC, E-6, 20 YOS: Mike Smith


Activity #1: Review Service Member Profiles (Factors to Consider)

AC, O-1, 6 YOS

Active Component, planned one contract term

Name: John Wright The important factors John is considering include:
Status: Single « Military Career Goals: Advance to O-3
Pay Grade: O-1 - Planned YOS: 6 years

« Personal/Family: Obtain private-sector job based on skills

Job: Aerospace Maintenance acquired in the military

John has always wanted to travel. After finishing ROTC he went into the Active Component and was stationed in Germany. He
has learned specialized skills in aerospace mechanics and leadership as an officer. He wanted to serve his country, but he isn't
sure he wants to remain in the military beyond his first six years. He knows if he opts into BRS, he will be able to start
contributing to the TSP, a 401(k)-type savings plan, for at least four more years and he will then be able to take his
contributions and the Government’s matching contributions with him.

*Fictional Scenario. Actor Portrayal.
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Example: AC, O-1, 6 YOS: John Wright



Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, E-4, 20 YOS

Active Component, transition to Reserve Component, planned 20 years of service

Name: Jason Rice The important factors Jason is considering include:

Status: Partnered - Military Career Goals: Retire as E-9, but not less than E-8

Pay Grade: E-4 Continue to develop leadership skills

+ Planned YOS: 20 years

« Retirement Plans: Qualify for Non-Regular Retirement as E-
8/9

- Personal/Family: Use Post-9/11 GI Bill to get college degree

Job: Construction

Jason has been in the active component for almost 8 years. He and his partner have been together now for 2 years and Jason
has decided he'd like to settle down and leave active duty at the end of his current enlistment. However, he loves serving in
uniform and has decided that the Reserve Component is a viable option. Also, he and his partner discussed Jason going back
to school to obtain his degree. Jason would like to use both his active duty and Reserve benefits for school and continue to
serve to 20 years to be eligible for Non-Regular retirement.

*Fictional Scenario. Actor Portrayal.
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Example: AC to RC, E-4, 20 YOS: Jason Rice



Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, E-3, 8 YOS

Active Component, transition to Reserve Component, planned one enlistment term

Name: Erika Harris The important factors Erika is considering include:

Status: Single « Military Career Goals: Develop leadership skills

Pay Grade: E-3 » Planned YOS: One or two enlistment terms (a total of 4 or
8 years max).

« Personal/Family: Joined for education benefits. Will seek a
private-sector employer.

Job: Infantry Rifleman

When Erika joined the military; her primary goals were to serve her country and get an education. Since joining, she has
deployed twice to Afghanistan. At the end of 4 years of active service she will transition to the Reserve. Erika isn't sure what
she wants to do as a career and is currently attending school at a local community college. She wants to continue to serve, but
she doesn't think she will stay for 20 years and she will likely find a private-sector job after fine-tuning her college direction.

*Fictional Scenario. Actor Portrayal.
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Example: AC to RC, E-3, 8 YOS: Erika Harris



Activity #1: Review Service Member Profiles (Factors to Consider)

RC, W-2, 20 YOS

Reserve Component, planned 20 years of service

Name: Ryan McCormick The important factors Ryan is considering include:
Status: Married, wife is in the - Military Career Goals: Continue to develop skills as a pilot
military and log flight hrs. Develop leadership skills. Advance in
Pay Grade: W-2 rank/pay grade as high as possible.
Job: Helicopter pilot « Planned YOS: 20 years

» Retirement Plans: Start own business

- Personal/Family: Assist children paying off any
outstanding college debt. Pay off mortgage.

Ryan is a helicopter pilot in the Reserve Component. He is also a civilian pilot at a regional hospital. His wife is also in the
Reserve Component as a traditional Reservist and they have two children. He and his wife have been putting money into their
Uniformed Services non-matching TSP account. He has saved $26,000 and she has $28,000. Both he and his wife enjoy serving
in the Reserve and both are planning to stay 20 years—at least until the kids are out of college. He is very interested in
exploring the option of a Lump Sum at retirement to open his own business down the road, something he and his wife can
enjoy and work at while in retirement.

*Fictional Scenario. Actor Portrayal.
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Example: RC, W-2, 20 YOS: Ryan McCormick



Activity #1: Review Service Member Profiles (Factors to Consider)

RC, E-2, 8 YOS

Reserve Component, planned one enlistment term

Name: Samantha Baker The important factors Samantha is considering include:
Status: Single « Military Career Goals: Develop leadership skills. Advance
Pay Grade: E-2 in rank to the extent possible.

+ Planned YOS: 8 years

dob:MassCommunications « Personal/Family: Raising her son

Samantha recently joined the military. She joined the National Guard to prove to herself she could do it and to learn life and
leadership skills. It was never her plan to stay past her first-term enlistment. She has her eyes set on other life experiences.

*Fictional Scenario. Actor Portrayal.
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Example: RC, E-2, 8 YOS: Samantha Baker



Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, O-3, 10 YOS

Active Component, completed enlistment/discharged, later decides to re-affiliate with
Reserve Component, transitions to Reserve Component, planned 22 years of service

Name: Derek Roberts The important factors Derek is considering include:
Status: Divorced/Re-married « Military Career Goals: Retire from the military at the rank
Pay Grade: O-3 of Lieutenant Colonel or higher. Fully trained military pilot.

+ Planned YOS: 22 years
- Retirement Plans: Buy vacation home in Florida.
« Personal/Family: Focus on family and civilian airline career

Job: Commercial Airline Pilot

Derek entered the military in 2006 as a pilot. In 2012, he ended his 10-year marriage. Shortly, thereafter, in 2014, he decided to
leave active duty and accepted a job with a commercial airline, where he met his new wife and married. After 2 years flying for the
airline, he missed the camaraderie and adventure of being in the military. So after a 2-year break, he decided to enter the Reserves
as a pilot. This allows him to serve 1 weekend a month, 2 weeks a year, and still balance his civilian career and his time with his
wife. Derek is planning to stay a total of 22 years (8 years active duty and 14 years in the Reserves). He and his wife are really
planning ahead to what their retirement will look like, perhaps Florida, with warm weather and a high concentration of retired
military. They are exploring the BRS and are interested in the Lump Sum option, while also being able to receive monthly retired
pay. Their main retirement income will be from his airline career and her civilian career. He must also consider his prior marriage
and any effect the divorce decree may have on his retirement benefit.

*Fictional Scenario. Actor Portrayal.



Presenter
Presentation Notes
Example: AC to RC, O-3, 10 YOS: Derek Roberts



Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, O-2, 10 YOS

Active Component, completed enlistment/discharged, later decides to re-affiliate with
Reserve Component, planned just one enlistment term

Name: Andrea Knowing The important factors Andrea is considering include:
Status: Married - Military Career Goals: Serve AC for 8 yrs. then join the
Pay Grade: O-2 Reserves

+ Planned YOS: 8 YOS ACand 4 RC

- Retirement Plans: Work for a logistics/shipping company

« Personal/Family: Ailing dependent father. Separates from
RC after 4 years.

Job: Logistics Officer

Andrea is an O-2 on active duty. She joined out of ROTC and commissioned into the active component. Since joining the
military, she got married. Also, during this time her father’s health began deteriorating and she and her husband took care of
the majority of the expenses. Andrea decided to leave the active duty and is hired as a federal civilian employee, where she
also has access to the TSP through FERS. A couple of years later, Andrea decides to join the local National Guard unit to network
and supplement her income.

*Fictional Scenario. Actor Portrayal.



Presenter
Presentation Notes
Example: AC to RC, O-2, 10 YOS: Andrea Knowing



Important Factors to Consider
Summary

You should now be able to:

Understand important factors necessary in
order to make an informed retirement system
selection (whether to opt into the Blended
Retirement System) by December 31, 2018.


Presenter
Presentation Notes
You have completed Lesson 5 on the important considerations you need to think through before deciding which Uniformed Services retirement system you’ll choose to participate in.

You should now be able to: 

Understand important factors necessary in order to make an informed retirement system selection (whether to opt into the Blended Retirement System) by December 31, 2018.


Tools and Resources

Lesson 6


Presenter
Presentation Notes
Splash Page for transition to Lesson 6


Tools and Resources
Introduction

Covered in this lesson:

 Tools and resources available to you to help you
with retirement planning and decision making

 Informed decision making

Remember: Only YOU can decide whether to
remain in the legacy “High-3” retirement system
or
opt into BRS.
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Presentation Notes
In this lesson you’ll learn about the tools and resources available to you to help you with retirement planning and decision making so you can make an informed decision about which retirement system you want to participate in.

As previously discussed, the decision whether to remain in the legacy “High-3” retirement system or opt into BRS is your decision to make.  These resources are available to support you making that decision, not to tell you what decision to make.


Tools and Resources
Objectives

After completing this lesson you will be able to:

Identify (and access) tools and resources available
to provide you with information and education
for making financial decisions

Understand how to use the BRS calculator to
perform a financial comparison of your
retirement planning options


Presenter
Presentation Notes
After completing this lesson you will be able to: 

Identify (and access) tools and resources available to provide you with information and education for making financial decisions
Understand how to use the BRS calculator to perform a financial comparison of your retirement planning options


Tools and Resources

You are the person who will decide which
retirement plan to choose.

No one else should make this decision for you.

But that doesn’t mean you have to make this
decision in a vacuum.

Where to Go for Guidance
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Presentation Notes
You are the person who will decide which retirement plan to choose. No one else should make this decision for you. But that doesn’t mean you have to make this decision in a vacuum. There are a variety of tools and resources available to inform and educate you about financial planning for your future. 

Your Service has personal financial counselors and educators, and Retirement Services Officers (RSOs), who can help guide you through the financial planning process.

You will have the opportunity to attend classes and seminars on financial planning over the course of your career, and instruction on the Opt-In Decision, in addition to this course, is available. 

Where to Go for Guidance
On an installation, the primary source of financial education or counseling is the Personal Financial Manager (PFM). Members who do not have access to an installation PFM may contact Military OneSource. 

In addition, Personal Financial Counselors (PFCs) and RSOs may be available through your unit. Navy and Marine Corps personnel can access training and counseling at the unit level through the unit Command Financial Specialist (CFS).

RC, as well as AC, personnel living near a military installation may have access to an installation PFM or RSO. Other resources for RC personnel include PFCs assigned to units or installation and Military OneSource.

Remember, these counselors are there to provide you with information and education that will help you make an informed decision on your retirement system, not to make the decision for you.


Tools and Resources (Cont.)

BRS-related Websites:

Thrift Savings Plan:
https://www.tsp.gov/index.html

Military Pay:
http://militarypay.defense.gov/BlendedRetirement/

Military OneSource:
http://www.militaryonesource.mil/financial-and-legal/personal-financial-management-and-taxes

My Army Benefits (includes National Guard):
http://myarmybenefits.us.army.mil/

Navy:
http://www.public.navy.mil/bupers-npc/support/21st_Century_Sailor/readiness/Pages/Personal-Financial-Management.aspx

Air Force (NOTE: Requires CAC access):
https://mypers.af.mil/app/answers/detail/a_id/32562/kw/blended%20retirement/p/8%2C9

Marines:
https:/www.manpower.usmc.mil/CommandersSmartPack
https://www.manpower.usmc.mil/

USCG/NOAA:
https://www.uscg.mil/hq/cgl/docs/Blended_Retirement_System.pdf
https://www.uscg.mil/hr/blended_retirement.asp

USPHS:
https://dcp.psc.gov/ccmis/bulletin/Blended_Retirement_System.aspx


Presenter
Presentation Notes
BRS-related Websites
Various websites are available to provide you with information. A comprehensive list of those links is provided below. 

And the BRS calculator will enable you to run the numbers to help decide which system is your best option.

Thrift Savings Plan:
https://www.tsp.gov/index.html

Military Pay:
http://militarypay.defense.gov/BlendedRetirement/ 

Military OneSource:
http://www.militaryonesource.mil/financial-and-legal/personal-financial-management-and-taxes

My Army Benefits (includes National Guard):
http://myarmybenefits.us.army.mil/

Navy: 
http://www.public.navy.mil/bupers-npc/support/21st_Century_Sailor/readiness/Pages/Personal-Financial-Management.aspx

Air Force (NOTE: Requires CAC access):
https://mypers.af.mil/app/answers/detail/a_id/32562/kw/blended%20retirement/p/8%2C9

Marines:
https:/www.manpower.usmc.mil/CommandersSmartPack
https://www.manpower.usmc.mil/

USCG/NOAA: 
https://www.uscg.mil/hq/cg1/docs/Blended_Retirement_System.pdf
https://www.uscg.mil/hr/blended_retirement.asp

USPHS: 
https://dcp.psc.gov/ccmis/bulletin/Blended_Retirement_System.aspx


BRS Calculator

Online comparison calculator to estimate your
potential retirement savings and income

Use this tool while consulting with one of your
Service’s financial counselors or educators

You can compare the results of different TSP
contribution rates over time

Active Component Information Required

Reserve Component Information Required


Presenter
Presentation Notes
The BRS calculator is an online comparison calculator that will enable you to enter information about your current and projected Service status in order to estimate your potential retirement savings and income. 

You will be able to access and use the BRS calculator on your own, but it is recommended that you use it while consulting with one of your Service’s financial counselors or educators so they can help you fully understand the results. 

The BRS calculator will enable you to compare, side-by-side, your potential retirement benefits from the legacy “High-3” retirement system and the BRS. The calculator will also enable you to compare the results of different TSP contribution rates, allowing you to see the significant difference over time between contributing 1% or more of your basic pay.

Active Component Information
Current Component: Active
Anticipated Separation/Retirement Component: Active/Reserve

Personal Information
Date of Birth
Pay Entry Base Date (PEBD)
Current pay grade
Estimate of Service at Separation/Retirement (years, months)
Anticipated BRS Opt-In Date 
Anticipated Transition to RC Date (if applicable)

Retirement Information
Life Expectancy
TSP Withdrawal Age
TSP Contribution Rate
TSP Rate of Return

Other
Anticipated Career Progression
Anticipated Bonuses and Payments (if applicable)
Anticipated Lump Sum (if applicable)

Reserve Component Information
Current Component: Reserve
Anticipated Separation/Retirement Component: Reserve

Personal Information
Date of Birth
Pay Entry Base Date (PEBD)
Current pay grade
Estimate of Service at Separation/Retirement (years, months)
Anticipated BRS Opt-In Date
Points earned to date
Current creditable years
Number of Active Service days served during your career
Future RC points
Anticipated creditable years at retirement

Retirement Information
Life Expectancy
TSP Withdrawal Age
TSP Contribution Rate
TSP Rate of Return

Other
Anticipated Career Progression
Anticipated Bonuses and Payments (if applicable)
Anticipated Lump Sum (if applicable)


How To Opt In

e Complete the BRS Opt-In Course, have your plans in
place and your financial literacy education in check

e Army, Navy, and Air Force members who elect to opt-in,
will be able to do so by logging onto MyPay on or after
January 1, 2018.

e Marine Corps members will make their elections through
Marine Online.

e Coast Guard, Public Health Service, and NOAA members
will be advised by their Service on the procedures for
opting in, if they choose to do so.
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Presentation Notes
Let’s say you have completed the BRS Opt-In Course, discussed your retirement system options with your Service-provided financial professional and your family, and participated in retirement planning and financial literacy education provided by your Service, and you decide you want to opt into the BRS.

How do you opt in?

Members of the Army, Navy, and Air Force who elect to opt-in, will be able to do so by logging onto MyPay on or after January 1, 2018 to make their election. Members of the Marine Corps will make their elections through Marine Online. And members of the Coast Guard, Public Health Service, and NOAA will be advised by their Service on the procedures for opting in, if they choose to do so.


Knowledge Check #14

Which of the resources listed are available to
inform and educate you about financial planning
for your future? (Select all that apply)

Personal financial counselors and educators
Retirement Service Officers (RSOs)

Classes and seminars on financial planning
Websites

BRS calculator

©C O O O O
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Presentation Notes
Answers: ALL answers are correct



Knowledge Check #15

Which of the items listed is information Service
members must enter into the BRS calculator?

Current pay grade

Date entered the service

Current creditable years (RC only)
Average future active duty days (RC only)
All of the above

None of the above

©C O O O O O
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Answers: All of the above



Activity #2: Review Service Member Profiles (Calculator Results)

AC, E-6, 20 YOS

Active Component, planned 20 years of service

Name Current Component Plans to separate/retire from the
Mike Smith Active AC

Personal Information

Date of Birth: December 20, 1984 Estimate YOS at separation/retirement: 20 years
PEBD: October 1, 2008 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: E-6 Career Progression (Goal): Advance to E-8 or higher

TSP Starting Balance:
512,000

Calculator Results and Service Member decision on following slides.

39% Contribution Rate 5% Contribution Rate

*Fictional Scenario. Actor Portrayal.
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Presentation Notes
Activity 2 Purpose: This activity is designed to give you an opportunity to see the inputs some Service members entered into the BRS calculator, compare the results, and gain familiarity with the capabilities of the calculator to enable you to compare the potential retirement benefits of the legacy “High-3” retirement system and the BRS.

The calculator results you’ll see in these profiles, and the information used to generate those results, are only examples to help you understand your options, and may not precisely fit your specific individual circumstances. The Service member profiles shown here should NOT be used as the model for making your personal and individual retirement system choice.

Example: AC, E-6, 20 YOS: Mike Smith


Contribution Rates (3% and 5%) and Decision

3% Contribution Rate

Lindar thwy Undgr the
Legacy Retirement System (High=3) Blended Retirement System
your estimated ralvement banelit will be your estimaled ratirement benalit will be

5% Contribution Rate

Under tha Undur the
Legacy Retirement System (High-3) Blended Retirement System
wour astimated retirement banedit will be your astimaled ratirernoent benefit will be

$2,178,278 $2,207,066 $2,178,278 $2,406,100
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Summary of Payments Summary of Payments
Your |ifetime retirement benefit in: () Current Dollars (@ Future Dellars Your |ifetime retirement benefitin: () Current Dollars @ Future Dollars
Legacy Retirement (High=3) % Diff Blended Retirement System Legacy Retirement (High-3) % Diff Blended Retirement System
Total Retrement Beneft $2 178,278 1.31% $2,207,066 7ot Retrement Beneft Tetal Retirement Benefil $2’173,2?3 09.93%, szldﬂﬁ""]u Total Retirerent Baneft

$1,T42 854 Pension (2%)
$199,034  Service Membaer TSP
8265378  Gov TSP Contributions

Pension (2.5%) [ SEMTSRTSIN =

Pension (2.5%) SZNTEIGII STAZESAN Pension (2%)

$331,723  Service Mambar TSP
$331,723  Gov TSP Contributions

e Mike’s Decision
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Presentation Notes
3% Contribution Rate: see left graphic
5% Contribution Rate: see right graphic

Service Members Decision: After discussing retirement plans with his wife, reviewing the calculations, and talking to a professional military financial counselor, Mike decide to remain in the legacy retirement system as it is more advantageous for his family’s long-term financial goals.


Activity #1: Review Service Member Profiles (Factors to Consider)

AC, O-1, 6 YOS

Active Component, planned one contract term

Name Current Component Plans to separate/retire from the
John Wright Active AC
Personal Information
Date of Birth: August 1, 1994 Estimate YOS at separation/retirement: 6 years
PEBD: October1,2016 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: O-1 Career Progression (Goal): Advance to O-3

TSP Starting Balance: 50

Calculator Results and Service Member decision on following slides.

39% Contribution Rate

*Fictional Scenario. Actor Portrayal.

5% Contribution Rate
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Example: AC, O-1, 6 YOS: John Wright



Contribution Rates (3% and 5%) and Decision

3% Contribution Rate 5% Contribution Rate
Lindar thay Undgs the Undar tha Wndar the
Legacy Retirement System (High=3) Blended Retirement System Legacy Retirement System (High-3) Blended Retirement System
your estimated retirement bonelt will be your estmaled ratirerent benei wil be your estimated relirament benafit wil| be your estimated roliement benefit will be
$0 $532,189 $0 $760,272
Career and Retirement Career and Retirement
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Your |ifetime retirement benefit in: () Current Dollars (® Future Dellars Your [ifefime retirement benefitin: () Current Dollars @ Future Dollars
Legacy Retirement (High-3) % Diff Blended Retirement System Legacy Retirement (High-3) % Diff Blended Retirement System
Total Retirernent Beneft. $0 100% $532,1 80 Telal Retrement Benefit Total Retrement Beneft $0 100% $?ﬁg,272 Tetal Retirerent Baneft
Pension (2.5%) ST TISOY Pension (24%) Pension (2.5%) TR TIS0] Pension (2%)
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S304/108  Gov TSP Contributions 380,138 Gov TSP Contributions

* John’s Decision
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3% Contribution Rate: see left graphic
5% Contribution Rate: see right graphic

Service Members Decision: John elects to enroll in BRS. He later leaves active duty at the completion of his term, and takes five years’ worth of contributions, matching, and interest with him. He is hired by a private-sector employer. He considered rolling over his TSP to a civilian 401(k), but decided to keep his Uniform Services TSP because of the lower fees associated with TSP versus a civilian 401(k).  He continues to contribute to a separate employer 401(k) plan in order to reach his retirement goals.


Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, E-4, 20 YOS

Active Component, transition to Reserve Component, planned 20 years of service

Name Current Component Plans to separate/retire from the
Jason Rice Active RC

Personal Information

Date of Birth: October 10, 1990 Estimate YOS at separation/retirement: 20 years
PEBD: October 1, 2010 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: E-4 Career Progression (Goal): Advance to E-8/9

—

TP Starting Balance: $0 Points Earned to Date: 2,190 points  Future RC Points: 1,300 points

(365 x6YOS) Anticipated Creditable Years at Retirement: 20 YOS
Current Creditable Years: 6 YOS
Anticipated Future
Active Duty Days: 530 days (365 x 2)

Calculator Results and Service Member decision on following slides.

39% Contribution Rate 5% Contribution Rate

*Fictional Scenario. Actor Portrayal.
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Example: AC to RC, E-4, 20 YOS: Jason Rice



Contribution Rates (3% and 5%) and Decision

3% Contribution Rate

Lindar than Undgr the
Legacy Retirement System (High=3) Blended Retirement System
wour estimated reliremant banalit will be your astimalod raticerment bone will bo

5% Contribution Rate

Under tha Undur the
Legacy Retirement System (High-3) Blended Retirement System
your estimated retiramaont benafit wi| ba yaur aslimaled relrement benefit will be

$1,151,971 $1,145,204 $1,151,971 $1,241,045
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£95.840 Service Mamber TSP
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5158734 Sorvice Mambar TSP
5159,734 Gov TSP Contributions

e Jason’s Decision
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3% Contribution Rate: see left graphic
5% Contribution Rate: see right graphic

Service Members Decision: Upon completion of his enlistment, Jason leaves active duty and joins the National Guard.  Jason and his partner considered his eligibility for Continuation Pay at year 12 in the National Guard in order to pay for his school, but finally decided that he will use the Post-9/11 GI Bill to fund his education.  They also discussed the fact that the loss of TSP matching for the 8 years he had already served would affect the long-term growth of his retirement annuity under BRS. He and his partner discussed their options and Jason decided remaining in the legacy retirement system was the right decision for him.


Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, E-3, 8 YOS

Active Component, transition to Reserve Component, planned one enlistment term
Name Current Component Plans to separate/retire from the
Erika Harris Reserve RC

Personal Information

Date of Birth: January 25, 1992 Estimate YOS at separation/retirement: 8 years

PEBD: October1,2014 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: E-3 Career Progression (Goal): Develop leadership skills
Points Earned to Date: AD:1,460 Future RC Points: 340 points

TSP Starting Balance:

Service: $2,000 (365 x4YOS) Anticipated Creditable Years at Retirement: 8 YOS

Current Creditable Years: 4 YOS
Anticipated Future
Active Duty Days: NA

Calculator Results and Service Member decision on following slides.

39% Contribution Rate 5% Contribution Rate

*Fictional Scenario. Actor Portrayal.
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Example: AC to RC, E-3, 8 YOS: Erika Harris



Contribution Rates (3% and 5%) and Decision

3% Contribution Rate

Blended Retirement System
your estimaled ratremant banelit will be

Lnder th
Legacy Retirement System (High-3)
your estimated relirement benalit will be

5% Contribution Rate

Blended Retirement System
your astimaled ratirermont benafit will be

Undar tha
Legacy Retirement System (High=3)
your estimated retiremant banafit will be

30 $70,385 $0 $100,550
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Legacy Retirement (High=3) % Diff Blended Retirement System Legacy Retirement (High=3) % Diff Blended Retirement System
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530,165 Service Mambar TSP
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550,275  Service Member TSP
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 Erika’s Decision
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3% Contribution Rate: see left graphic
5% Contribution Rate: see right graphic

Service Members Decision: After talking to a military educational counselor and a professional financial military counselor, Erika decided to major in nursing and will likely leave the Reserve at the end of 1 enlistment term. She decided to opt into BRS, so she could take advantage of the Government-automatic and matching contributions. After fulfilling her 8-year obligation, Erika will leave the Service and take her Uniformed Service TSP benefit with her under the BRS System.


Activity #1: Review Service Member Profiles (Factors to Consider)

RC, W-2, 20 YOS

Reserve Component, planned 20 years of service

Name Current Component Plans to separate/retire from the
Ryan McCormick Reserve RC

Personal Information

Date of Birth: November 11,1986 Estimate YOS at separation/retirement: 20 years
PEBD: 2007 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: W-2 Career Progression (Goal): Advance as high as possible
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Points Earned to Date: AD: (365x 8  Future RC Points: 1,200 points

TSP Starting Balance: : el i )
$26,000 YO5) = 2,920 RC: 100 points Anticipated Creditable Years at Retirement: 20 YOS5
: Current Creditable Years: 9 YOS
Anticipated Future
Active Duty Days: NA

Calculator Results and Service Member decision on following slides.

5% Contribution Rate

39% Contribution Rate

*Fictional Scenario. Actor Portrayal.
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Example: RC, W-2, 20 YOS: Ryan McCormick



Contribution Rates (3% and 5%) and Decision

3% Contribution Rate

Under the Undgrs the
Legacy Retirement System (High=3) Blended Retirement System
your estimatad ratirament benafil wi| be yaur astimalod retiremoent bonefil will bo

5% Contribution Rate

Under the Undur the

Legacy Retirement System (High-3) Blended Retirement System
your astimatad relirament benafil wi| be your astimalod rotiromont bonoefit will bo

$1,410,241 $1,289,232 $1,410,241 $1,358,249
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 Ryan’s Decision
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3% Contribution Rate: see left graphic
5% Contribution Rate: see right graphic

Service Members Decision: After talking with his wife and evaluating their long-term goals, Ryan opts into BRS and his wife will remain in the legacy retirement system. While the legacy retirement plan is more beneficial monetarily for Ryan, his goal of using the 50% Lump Sum to open a Bed and Breakfast was the overriding factor in his decision. With only 9 current years of service, he will soon receive Continuation Pay to stay in the Reserve at his mid-career point, which he can add to his TSP. Ryan understands the time value of money, and considered the long-term growth difference in his retirement annuity if he takes a Lump Sum, but this will fulfill his retirement goal of owning a business with his wife. Furthermore, as a TSP contributor now, he is interested in receiving the automatic and matching contributions immediately to grow his Uniformed Services TSP account that much more quickly. Total points at 20 YOS will equal 4,120.


Activity #1: Review Service Member Profiles (Factors to Consider)

RC, E-2, 8 YOS

Reserve Component, planned one enlistment term

Name Current Component Plans to separate/retire from the
Samantha Baker Reserve RC

Personal Information

Date of Birth: August 1, 1990 Estimate YOS at separation/retirement: 8 years
PEBD: October 1, 2016 Planned Opt-In Date (if applicable): January 1,2018
Current Pay Grade: E-2 Career Progression (Goal): Advance as high as possible

Points Earned to Date: RC: 305 points Future RC Points: 795 points

Current Creditable Years: 2 YOS Anticipated Creditable Years at Retirement: NA
Anticipated Future

Active Duty Days: NA

TSP Starting Balance: $0

Calculator Results and Service Member decision on following slides.

39% Contribution Rate 5% Contribution Rate Samantha’s Decision

*Fictional Scenario. Actor Portrayal. b
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Example: RC, E-2, 8 YOS: Samantha Baker



Contribution Rates (3% and 5%) and Decision
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3% Contribution Rate: see left graphic
5% Contribution Rate: see right graphic

Service Members Decision: After reviewing her options, Samantha wants to start her TSP account so she can take advantage of the Government’s automatic and matching contributions, otherwise when she completes her service, she would leave with no tangible Government retirement benefit. 


Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, O-3, 10 YOS

Active Component, completed enlistment/discharged, later decides to re-affiliate with
Reserve Component, transitions to Reserve Component, planned 22 years of service

Name Current Component Plans to separate/retire from the
Derek Roberts Active RC

Personal Information

Date of Birth: April 9, 1985 Estimate YOS at separation/retirement: 22 years
PEBD: October 1, 2006 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: O-3 Career Progression (Goal): Advance to Lieutenant Colonel
Civilian Guernment Points Earned to Date: AD: 2,920 (365 Future RC Points: 1,260 points
employee TSP: $25,200 X 8 YOS) RC: 190 points Anticipated Creditable Years at Retirement: 22 YOS

Current Creditable Years: 10 YOS
Anticipated Future
Active Duty Days: NA

Calculator Results and Service Member decision on following slides.

39% Contribution Rate 5% Contribution Rate

*Fictional Scenario. Actor Portrayal.
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Contribution Rates (3% and 5%) and Decision
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Service Members Decision: Derek and his wife worked together on their retirement planning, and Derek decided to opt into BRS. They chose not to take the Lump Sum in order to maximize the future value of their retirement annuity. They will contribute to the TSP, but only up to the 5% Government contribution since Derek has a company 401(k) that also matches up to 6%. After speaking to a financial counselor who made him aware of the IRS contribution limits per individual, he will contribute the maximum amount to both accounts up to the IRS limit and when the time comes to buy their dream retirement home in Florida, he will take advantage of one of the TSP allowable non-penalty withdrawal options to put a down-payment on their primary home.


TSP Starting Balance:
54,000

Activity #1: Review Service Member Profiles (Factors to Consider)

AC to RC, O-2, 10 YOS

Active Component, completed enlistment/discharged, later decides to re-affiliate with
Reserve Component, planned just one enlistment term

Name Current Component Plans to separate/retire from the
Andrea Knowing Active RC
Personal Information
Date of Birth: July 11, 1990 Estimate YOS at separation/retirement: 8 years
PEBD: October 1, 2012 Planned Opt-In Date (if applicable): January 1, 2018
Current Pay Grade: O-2 Career Progression (Goal): Serve AC for 8 yrs. then join
the Reserves

Points Earned to Date: AD: 2,160 Future RC Points: 190 points
points (360 x 6 YOS) Anticipated Creditable Years at Retirement: 8 YOS

Current Creditable Years: 6 YOS
Anticipated Future
Active Duty Days: 730 days (365 x 2)

Calculator Results and Service Member decision on following slides.

39% Contribution Rate

5% Contribution Rate

*Fictional Scenario. Actor Portrayal.
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Example: AC to RC, O-2, 10 YOS: Andrea Knowing



Contribution Rates (3% and 5%) and Decision
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Service Members Decision: As prior service, upon her return to military service, Andrea is given the option to choose between her legacy retirement system or the new BRS.  Andrea chooses BRS because she still doesn’t plan to stay in the military for 20 years and she spends the majority of her extra time taking care of her father.  She realizes that when she decides to leave the National Guard, she can receive a portable Government retirement benefit by opting into the BRS. She can add 4% Government matching on her base military pay plus the 1% Government-automatic contribution while receiving 4% Federal-agency matching plus a 1% Government-automatic contribution on her federal civilian pay—maximizing both retirement plans. She will eventually roll her Uniformed Services TSP over into her Federal-government TSP, or another qualifying 401(k)-type savings plan at retirement. 


Tools and Resources
Summary

You should now be able to:

Identify (and access) tools and resources
available to assist (provide information,
assistance, and education) in making financial
decisions

Understand how to use the BRS calculator to
compare your retirement planning options


Presenter
Presentation Notes
You have completed Lesson 6 on the tools and resources available to help you with retirement planning and understanding the factors associated with your decision to choose one of the available Uniformed Services retirement systems.

You should now be able to:

Identify (and access) tools and resources available to assist (provide information, assistance, and education) in making financial decisions
Understand how to use the BRS calculator to compare your retirement planning options


BRS Opt-In

Course Summary
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Splash Page for transition to Course Summary


Course Summary

The Blended Retirement System takes effect on January
1,2018

You are eligible to opt into the BRS if, as of December 31,
2017 you are either an Active Component (AC) member
who has served fewer than 12 full years from your Pay
Entry Base Date, or a Reserve Component (RC) member
with fewer than 4,320 points

Most Service members will have the entire 2018 calendar
year to decide whether to remain in the legacy “High-3”
retirement system or opt into the BRS

Your decision whether or not to opt into the BRS is an
individual decision. No one else can make it for you

If you choose to opt into the BRS, your decision is final. It
cannot be changed at a later date
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Congratulations! You have completed the BRS Opt-In Course. Here are some important points to keep in mind:

The Blended Retirement System takes effect on January 1, 2018.
You are eligible to opt into the BRS if, as of December 31, 2017 you are either an Active Component (AC) member who has served fewer than 12 full years from your Pay Entry Base Date, or a Reserve Component (RC) member with fewer than 4,320 points.
Most Service members will have the entire 2018 calendar year to decide whether to remain in the legacy “High-3” retirement system or opt into the BRS. 
Your decision whether or not to opt into the BRS is an individual decision. No one else can make it for you.
If you choose to opt into the BRS, your decision is final. It cannot be changed at a later date.


Course Summary (Cont.)

There are significant differences between the

legacy “High-3” retirement system and the BRS -

take full advantage of the financial literacy

information and education available to you

through your Service

e Members of the Army, Navy, and Air Force who elect
to opt into the BRS, will be able to do so by logging

onto MyPay on or after January 1, 2018 to make their
election

e Members of the Marine Corps will make their
elections through Marine Online.

e Members of the Coast Guard, Public Health Service,
and NOAA will be advised by their Service on the
procedures for opting in, if they choose to do so.
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Key Points continued:

There are significant differences between the legacy “High-3” retirement system and the BRS, and you should take full advantage of the financial literacy information and education available to you through your Service including:
Completing this course
Discussing your retirement system options with your Service-provide financial professionals
Participating in upcoming classes or workshops on the retirement systems being provided by your Service
Members of the Army, Navy, and Air Force who elect to opt into the BRS, will be able to do so by logging onto MyPay on or after January 1, 2018 to make their election. Members of the Marine Corps will make their elections through Marine Online. And members of the Coast Guard, Public Health Service, and NOAA will be advised by their Service on the procedures for opting in, if they choose to do so.


Questions?
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