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Information Paper

SUBJECT:  Preparing for Military Retirement

1.  Purpose:  To provide potential military retirees information on military retirement.

2.  Facts.

    a.  Preparing for Retirement.  Prior to your retirement it is important to attend any briefings offered by the command.  The Retired Services Office (RSO) is available at the installation to assist you in preparing for retirement.  The RSO can estimate retired pay, calculate Survivor Benefit Plan (SBP), provide DA PAM 600-5, Handbook for Retiring Soldiers and Their Families, and a Pre-Retirement Counseling Guide.

    b.  Retired Pay.  The first payment will arrive the 30 days after the release from active duty.  Retired pay is determined by multiplying your service factor by your active duty base pay.

c.  Service Factor.

        (1)  If you entered the service before 1 August 1986 or entered on or after 1 August 1986 and elected NOT to be in the REDUX retirement plan, your service factor is determined by taking 2 ½ percent times your years of service.

        (2)  If you entered the service on or after 1 August 1986 and elected the REDUX retirement plan, your service factor is determined by taking 2 ½ percent times your years of service than reduce that factor by 1 percent for each year less than 30 years.  This reduction factor is eliminated at age 62.

d. Active Duty Base Pay.

        (1)  If you entered the service before 8 September 1980, your base pay for retirement is the same as your last active duty pay (go to http://www.odcsper.army.mil/rso/mission.asp for additional information).

        (2)  If you entered the service on or after 8 September 1980, your base pay for retirement if the average of the highest 36 months of active duty base pay received.

    e.  Deductions.  In most cases, retired pay is fully taxable for federal withholding tax.  Taxable income is reduced by SBP and any waiver for VA compensation.  State tax withholding is on a voluntary basis and must be in whole dollar amounts.  You should contact your state tax authority to determine if you are required to pay state income tax.  Retired pay is NOT subject to Social Security tax.

    f.  Cost-of-Living Allowance (COLA).  Current provisions of law authorize periodic increases in retired pay.  Retired members who entered the service on or before 7 September 1980 receive a COLA equivalent to the Consumer Price Index (CPI).  Retired members who entered the service on or after 8 September 1980 and became entitled to retired pay on or after 1 January 1996 will receive and initial COLA computed, using the quarter of the retirement date, minus 1 percent (first year of retirement only).  Subsequent years of retirement receive the full COLA based on the CPI.  COLA for retired members who entered the service on or after 1 August 1986 and elected REDUX retirement plan will be reduced by 1 percent.  A one-time adjustment is made to the REDUX retirements at age 62.

3.  Questions pertaining to this information paper should be directed to the 18th Soldier Support Group, Quality Assurance Division at 6-9869
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