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VOLUME 7B, CHAPTER 1: “INITIAL ENTITLEMENTS - RETIREMENTS”
SUMMARY OF MAJOR CHANGES
Changes are identified in this table and also denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated December 2022 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
All Updgtgd ch_apte;r and f(_)rmatting to comply with Revision
administrative instructions.
6.1.2 Updated subparagraphs with time in grade and waiver in
and grade requirements pursuant to Title 10, United States Code Revision
6.1.3 (U.S.C.), section 1370.
Provided statute, 10 U.S.C. § 1370a, for officers entitled to
6.1.6 retired pay for non-regular service and updated Revision
subparagraph.
6.1.3 Renumbered subparagraphs.
through Revision
6.1.7
References Updated references. Revision
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CHAPTER 1

INITIAL ENTITLEMENTS - RETIREMENTS

1.0 GENERAL
11 Purpose

1.1.1. This chapter provides information for the specific qualifications and entitlement for
military retired pay, describes the basic types of retirement (regular, non-regular, and disability),
discusses voluntary and involuntary retirements, and explains basic qualifications for the differing
military retired pay programs (Final Pay, High-3, REDUX, Blended Retirement System (BRS),
and Temporary Early Retirement Act (TERA)).

1.1.2. Additionally, this chapter provides guidance for all involuntary (mandatory)
retirements, and voluntary retirements for all officers, warrant officers, and Army, Air Force, and
Space Force enlisted members. Chapter 2 of this volume discusses the processes and procedures
for voluntarily transferring enlisted members of the Navy and Marine Corps to the Fleet Reserve
or Fleet Marine Corps Reserve.

1.2 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from, and prepared in accordance with the United States Code (U.S.C.), including
Titles 5, 10, 14, 37 and 38. Due to the subject matter in the chapter, the list of authoritative sources
is extensive. The specific statutes, regulations, and other applicable guidance that govern each
individual section are listed in a reference section at the end of the chapter.

2.0 MILITARY RETIRED PAY — INITIAL ENTITLEMENTS
2.1 Overview

Officers and enlisted members of the military may be retired for voluntary or involuntary
reasons. Military retired pay is divided into three general categories: retired pay for Regular
service, retired pay for non-Regular (Reserve/Guard) service, and retired pay for physical
disability. With the exception of retirement for physical disability and certain temporary
authorities for early retirement, a member must complete the requisite years of service (generally
at least 20 years of service) in order to be eligible for retired/retainer pay. See section 3.0 for
determining years of service for retired/retainer pay eligibility.

2.1.1. A warrant officer or an enlisted member of the Army, Air Force, or Space Force
may be voluntarily retired after completion of 20 years of creditable service. Following such a
voluntary retirement, an enlisted member of the Army, Air Force or Space Force becomes a
member of the Retired Reserve. See Chapter 2 for rules on an enlisted member of the Navy or
Marine Corps.
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2.1.2. A commissioned officer may be voluntarily retired after completion of 20 years of
active service, of which at least 10 years is active commissioned service.

2.1.3. Any members who continue on active duty after completion of 20 years of service
may be retired for voluntary or involuntary reasons.

2.1.4. Members who incur a disability while serving on active duty or while called to
active duty for training for 30 days or less may be retired.

2.1.5. Various chapters in Volume 7B provide specific details on eligibility, computation,
and payment for each type of retirement.

2.2  Retired Pay Base

The retired pay base is usually determined by the date the member first entered military
service. The specific method for calculating the retired pay base may differ for certain involuntary
retirements, but it is always calculated using one of the following two methods defined in
subparagraphs 2.2.1.1 and 2.2.1.2. Details are in Chapter 3.

2.2.1. The Date of Initial Entry into Military Service (DIEMS) determines whether the
retired pay base is the monthly basic pay of the member just before retirement or an average of the
highest 36 months of basic pay applicable during the member’s career.

2.2.1.1. Final Basic Pay. For members who first entered military service before
September 8, 1980, the retired pay base is generally the final basic monthly pay that the member
received upon the date of retirement.

2.2.1.2. High-Three Average (High 36 Month Average). For members who
entered the military service on or after September 8, 1980, the retired pay base is generally the
average of the highest three years (36 months) of monthly basic pay to which the member received
for any 36 months of active service whether those months are consecutive or not.

2.2.2. For a member entitled to retired pay for non-Regular (Reserve/Guard) service, the
final basic pay or the high-36 average is usually determined using the rates to which the member
was actually paid or to which the member would have been entitled if serving on active duty
immediately before the date when retired pay is to begin. However, if a person opted to be
discharged from the Service upon meeting service requirements for eligibility for retired pay but
before meeting the age requirements for eligibility for retired pay, that person is a former member
at the age of eligibility to receive retired pay, and, if that person entered the military service on or
after September 8, 1980, the applicable rates are those in effect at the time of discharge.

2.3 Retired Pay Multiplier
There are three methods for computing a retired pay multiplier, depending on the

applicable retirement system. For each of these methods, a member retired with a physical
disability may alternatively have their retired pay multiplier calculated using their percentage of
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disability, up to a maximum of 75 percent. The years of service for computing retired pay for
Regular retirement are generally the total of years of active service. For non-Regular
(Reserve/Guard) members, the years of service are the total of accumulated drill points combined
with one point each day of active duty divided by 360. See section 4.0 for determining years of
service creditable for computing retired pay.

2.3.1. For members covered by Final Pay or High-3 legacy retirement plans, the retired
pay multiplier is either 2.5 percent multiplied by the years of service creditable for computing
retired pay or the percentage of disability awarded by the military service at retirement.

2.3.2. For members covered by the BRS, the percentage multiplier is either 2.0 percent
multiplied by the years of service creditable for computing retired pay or the percentage of
disability awarded by the military service at retirement.

2.3.3. Regular members who have a DIEMS date on or after August 1, 1986, but before
January 1, 2018, were allowed the option to elect a reduced retirement (REDUX) accompanied by
the Career Status Bonus (CSB). Except for disability retirees, the retired pay multiplier is the same
as computed in subparagraph 2.3.1, except that it is reduced by one percentage point for each year
the member retires short of completing 30 years of service. Section 631 of the National Defense
Authorization Act Fiscal Year 2016, Public Law 114-92, amended 37 U.S.C. § 354 to discontinue
authorization of any new CSB agreements after December 31, 2017. See Volume 7A, Chapter 66
for detailed information on the CSB entitlement and election. Note: The CSB reduction factor
does not apply to disability retirees, notwithstanding the changes made by Public Law 114-92
(enacted on November 25, 2015 and effective on January 1, 2018) to 10 U.S.C. § 1401.

2.3.4. A member who retires for disability may choose a multiplier based on years of
service, in accordance with subparagraphs 2.3.1, 2.3.2, or 2.3.3, as applicable, or based on the
disability percentage awarded by the Service. However, if the member chooses the Service
disability percentage, then the percentage is limited to no more than 75 percent.

2.4  Retired Pay Formulae

If a member entitled to retired or retainer pay would otherwise be entitled to retired pay
computed under more than one formula, then the member is entitled to be paid under the applicable
formula that is most favorable to the member. The retired pay formulae are more fully covered in
Chapter 3. The formulae are as follows:

2.4.1. For Regular and non-Regular (Reserve/Guard) members covered by the legacy
retirement pay plan, monthly retired pay is equal to the retired pay base multiplied by 2.5 percent
multiplied by years of service. For Regular and non-Regular (Reserve/Guard) members covered
by the BRS, monthly retired pay is equal to the retired pay base multiplied by 2.0 percent
multiplied by years of service.

2.4.2. For disability retirement, the member may elect retired pay computed under

subparagraph 2.4.1, or monthly pay equal to the retired pay base multiplied by military disability
percentage.
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2.4.3. For members retiring for Regular service that elected the REDUX retirement and
received the CSB, retired pay is as computed in subparagraph 2.4.1, except the multiplier is
reduced by one percentage point for each year the member retires short of completing 30 years of
service. Note: Non-regular members who are retired for disability become entitled to immediate
retired pay for disability. Once the retired pay for disability commences under Chapter 61, the
member’s pay may not be recomputed at eligibility age (usually age 60) under Chapter 1223.
Retired pay under Chapter 1223 may only be paid to a member who “is not entitled under any
other provision of law, to retired pay from an armed force or retainer pay as a member of the Fleet
Reserve or the Fleet Marine Corps Reserve.”

2.5  Temporary Early Retirement Authority (TERA)

2.5.1. TERA provides the Secretary of Defense a temporary force management tool with
which to affect the drawdown of military forces and yet maintain an adequate and effective
well-trained military force. TERA provides the authority for voluntary retirement of members on
active duty with at least 15 years, but less than 20 years of creditable service. An eligible member
of the Armed Forces may apply for early retirement under the program and receive an annuity
equivalent to 2.5 percent of the retired pay base for each year of service completed and a deduction
of 1 percent for each year short of 20 years of service. The request is subject to the approval of
the Secretary concerned. Drawdown periods are referenced in subparagraph 3.1.2. See Chapter 3
for computation of TERA payment.

2.5.2. A member of the Armed Forces approved for early retirement must:
2.5.2.1. Be currently serving on active duty;

2.5.2.2. Complete 15 or more years of active service upon the effective date of
retirement;

25.2.3. Not be under evaluation for disability retirement under
10 U.S.C., Chapter 61; and

2.5.2.4. Meet grade, skill, years of service, and other eligibility criteria as
established by the Secretary of the Military Department concerned.

2.6 Survivor Benefit Plan (SBP)

Retiring members may participate in the SBP program. The SBP program pays a lifetime
annuity to the designated survivor of 55 percent of a base amount elected by the member not to
exceed full retired pay. Upon receiving notice of having completed sufficient service to qualify
for retirement, a non-Regular (Reserve/Guard) member (except for not having attained the
requisite age) may also participate in the SBP program. Detailed information regarding the SBP
program begins in Chapter 42.
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2.7  Cost of Living Adjustments (COLA)

Both retired pay and survivor annuities are adjusted annually by the change in the
Consumer Price Index. See Chapter 8 for detailed information on COLA:s.

3.0 SERVICE CREDITABLE FOR RETIREMENT ELIGIBILITY
3.1  Creditable Service and Service Reduction for Retirement Eligibility

3.1.1. Computation of Creditable Service for Determining Retirement Eligibility. A
computation of creditable service for determining retirement eligibility may be required at any time
during a member’s military career. Generally, a member must complete at least 20 years of
creditable service in order to qualify for retired or retainer pay. Upon completion of 20 years of
creditable service, a member may request to be transferred to a retired or retainer status.

3.1.1.1. Anenlisted member of the Army, Air Force, or Space Force who completes
20 years of creditable active service may request to be retired.

3.1.1.2. An enlisted member of the Navy or the Marine Corps who completes
20 years of creditable active service may request transfer to the Fleet Reserve or Fleet Marine Corps
Reserve. See Chapter 2 for details regarding creditable service for transfers to the Fleet Reserve and
Fleet Marine Corps Reserve.

3.1.1.3. Anenlisted member of the Regular Army, Air Force, Space Force, Navy, or
Marine Corps who completes 30 years of creditable active service or an enlisted member in the Fleet
Reserve or Fleet Marine Corps Reserve upon completion of a total of 30 years of combined active
and Fleet Reserve service will, upon request, be retired.

3.1.1.4. A Regular or Reserve commissioned officer may voluntarily be retired after
completion of 20 years of active service, at least 10 years of which is active commissioned service.

3.1.1.5. A non-Regular member who completes 20 years of creditable qualifying
service, but has not yet attained the eligibility age applicable for retired pay, may request transfer to
the inactive status list.

3.1.1.6. Members who incur a qualifying disability while serving on active duty,
while called to active duty for training for 30 days or less, or while performing inactive duty training
may be retired for disability, at which time a service computation is required.

3.1.2. Reduction of the 20-Year Creditable Service Requirement. Under TERA, the
Secretary of the Military Department concerned may reduce the 20 years of creditable service
requirement to as few as 15 years for retirements during the periods of:

3.1.2.1. December 31, 2011 through December 31, 2025, for Regular retirements
only;

1-8



DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 1
*December 2024

3.1.2.2. October 23, 1992 through September 1, 2002, for Regular retirements; and

3.1.2.3. October 23, 1992 through December 31, 2001, for non-Regular retirements.

3.1.3. Reduction of the 10-Year Active Commissioned Service Requirement. The Secretary
of the Military Department concerned may also reduce the 10-year active commissioned service
requirement to not less than 8 years for retirements during the following periods:

3.1.3.1. January 7, 2011 through September 30, 2018;
3.1.3.2. January 6, 2006 through December 31, 2008; and
3.1.3.3. October 1, 1990 through December 31, 2001.
3.1.4. Active Duty Beyond 20 Years of Service. A member who continues on active duty
after completion of 20 years of service may be retired for voluntary or involuntary reasons.

Involuntary reasons include court martial sentence, poor performance, failure to qualify for
promotion, high year tenure, and age.

3.1.5. Service Creditable for Retirement Eligibility. Service creditable for the purpose of
determining retirement eligibility varies with each type of retirement. For retirement types and the
specific service creditable for each type, see paragraphs 3.2 through 3.8. See paragraph 3.9 for
service that is not creditable.

3.2  Service Creditable for Regular Voluntary Retirement - Enlisted Members (Table 1-1)
The following is service creditable for Regular voluntary retirement for enlisted members:
3.2.1. All active service in the Uniformed Services; and
3.2.2. Service as a cadet or midshipman at Service academy.

3.3  Service Creditable for Voluntary Retirement - Regular and Reserve Commissioned
Officers (Table 1-1)

The following constitutes service creditable for voluntary retirement for Regular and
Reserve commissioned officers:

3.3.1. Active service in the Uniformed Services;
3.3.2. All service performed by an officer of the Regular Army, Regular Air Force, or
Regular Space Force in the Medical Corps, under a contract to serve full-time and to take and change

station as ordered, as:

3.3.2.1. A contract surgeon;,
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3.3.2.2. An acting assistant surgeon; or
3.3.2.3. A contract physician; and

3.3.3. All full-time service performed by an officer of the Regular Army, Regular Air Force,
or Regular Space Force in the Dental Corps as:

3.3.3.1. A contract dental surgeon, or
3.3.3.2. An acting dental surgeon.
3.4 Service Creditable for Voluntary or Mandatory Retirement - Warrant Officers

The following constitutes service creditable for voluntary or mandatory retirement for
warrant officers:

3.4.1. Active service in the Uniformed Services, except that for mandatory retirement at
30 years of service of an Army Warrant Officer, years of service includes only years of active service
as a Warrant Officer; and
3.4.2. All service as:
3.4.2.1. A contract surgeon;,
3.4.2.2. A Reserve nurse;
3.4.2.3. A contract dental surgeon;
3.4.2.4. An acting dental surgeon; and

3.4.2.5. A veterinarian in the quartermaster department, cavalry, or field artillery.

3.5  Service Creditable for Mandatory Retirement - Regular Commissioned Officers, Army,
Air Force, and Space Force (Table 1-2)

The service creditable for mandatory retirement for Regular commissioned officers of the
Army, Air Force, and Space Force includes years of service credited at the time of original
appointment in the Regular Army, Regular Air Force, and Regular Space Force. Compute service
creditable as stated in subparagraphs 3.5.1 through 3.5.7 to determine eligibility for promotion,
except service in subparagraph 3.9.3, plus all years of active commissioned service in the Regular
Army, Regular Air Force, and Regular Space Force after that appointment, or the applicable years
of service.
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3.5.1. A Reserve judge advocate appointed in the Regular Army is credited service after
becoming 21 years of age, after December 7, 1941, and before the date of that appointment, or the
number of the days, months and years by which the member’s age at the time of appointment exceeds
25 years, whichever is greater, plus years of active commissioned service in the Regular Army or
Regular Air Force after that appointment.

3.5.2. An officer appointed in the Regular Army, except the Army Nurse Corps or Army
Medical Specialist Corps before December 31, 1947, other than an officer covered by subparagraph
3.5.1, or appointed in the Regular Army under the Act of December 28, 1945, is credited the sum
of:

3.5.2.1. Years of active commissioned service in the Regular Army after that
appointment, and

3.5.2.2. Years of active commissioned service in the Army after becoming 21 years
of age and after December 7, 1941, under any earlier appointment.

3.5.3. An officer appointed in the Regular Army, except the Army Nurse Corps or Army
Medical Specialist Corps after December 31, 1947, other than an officer appointed in the Women’s
Army Corps, Regular Army, under section 108 of the Women’s Armed Services Integration Act of
1948, is credited the sum of:

3.5.3.1. Years of active commissioned service in the Regular Army after that
appointment, and

3.5.3.2. Years of active commissioned service in the Army after becoming 21 years
of age and after December 31, 1947, under any earlier appointment.

3.5.4. An officer of the Regular Air Force appointed in the Regular Army or Regular Air
Force after December 31, 1947, under section 506 of the Officer Personnel Act of 1947, is credited
the sum of:

3.5.4.1. The years of active commissioned service in the Regular Army or Regular
Air Force after that appointment; and

3.5.4.2. The years of active commissioned service in the Armed Forces after
becoming 21 years of age and after December 6, 1941, under any earlier appointment.

3.5.5. An officer of the Air Force who was appointed in the Regular Army or Regular Air
Force after December 31, 1947, other than an officer covered by subparagraphs 3.5.4 or 3.5.6, is
credited the sum of:

3.5.5.1. The years of active commissioned service in the Regular Army or Regular
Air Force after that appointment; and

1-11



DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 1
*December 2024

3.5.5.2. The years of active commissioned service in the Air Force after becoming
21 years of age and after December 31, 1947, under any earlier appointment.

3.5.6. An officer of the Regular Air Force who was appointed in the Regular Air Force after
July 19, 1956, other than an officer covered by subparagraph 3.5.4, or who is designated as a medical
or dental officer, is credited the sum of:

3.5.6.1. The years of active commissioned service in the Regular Air Force after that
appointment;

3.5.6.2. The years of active commissioned service in the Armed Forces after
becoming 21 years of age and before appointment; and

3.5.6.3. The years credited for the purpose of determining grade, position on a
promotion list, seniority, and eligibility for promotion under one of the following conditions:

3.5.6.3.1. Three years, if appointed in the Regular Air Force with a view to
designation as a medical service officer, and if holding a degree of Doctor of Philosophy or
comparable degree in science allied to medicine;

3.5.6.3.2. Not more than 8 years, if one of not more than 100 persons in any
calendar year who are appointed from civil life or from Reserves of the Air Force who have
qualifications not otherwise available from members of the Air Force on active duty; or

3.5.6.3.3. Not more than 2 years, if appointed while on active duty in the Air
Force.

3.5.7. An officer of the Army, Air Force, or Space Force under the Defense Officer
Personnel Management Act (DOPMA) is credited with the sum of:

3.5.7.1. The years of active service; and

3.5.7.2. The years of service, other than active service in subparagraph 3.5.7.1, with
which the member was entitled to be credited on May 31, 1958, in computing basic pay.

3.5.8. The following rules shall apply to a regular commissioned officer who is to be retired
or separated due to age under 10 U.S.C. 8 1251:

3.5.8.1. If the officer has fewer than 20 years of creditable service, the officer shall
be separated.

3.5.8.2. If the officer has at least 6 but fewer than 20 years of creditable service, the
officer shall be entitled to separation pay computed under 10 U.S.C. 8 1174(d)(1).

1-12


http://uscode.house.gov/view.xhtml?req=(title:10%20section:1251%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section1251)&f=treesort&edition=prelim&num=0&jumpTo=true
http://uscode.house.gov/view.xhtml?req=(title:10%20section:1174%20edition:prelim)%20OR%20(granuleid:USC-prelim-title10-section1174)&f=treesort&edition=prelim&num=0&jumpTo=true

DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 1
*December 2024

3.5.8.3. Notwithstanding subparagraphs 3.5.8.1 and 3.5.8.2, a regular commissioned
officer who was added to the retired list before January 1, 2021, shall be retired with retired pay
computed under 10 U.S.C. § 1401.

3.6 Service Creditable for Mandatory Retirement - Regular Officers, Navy and Marine Corps
(Table 1-2)

The following constitutes service creditable for mandatory retirement of Regular officers
of the Navy and Marine Corps:

3.6.1. The total commissioned service of an officer on the active list in the line of the Navy
or of the Marine Corps is computed from June 30 of the fiscal year in which the officer accepted
that appointment. The computation applies when the officer has served continuously on the active
list since appointment in the grade of ensign or second lieutenant, either upon graduation from the
Naval Academy or under 10 U.S.C. § 2106 or 10 U.S.C. § 2107.

3.6.2. Every other officer on the active list in the line of the Navy or Marine Corps is
considered to have the same service as in subparagraph 3.6.1, who:

3.6.2.1. Has not lost numbers or precedence; and

3.6.2.2. Is, or at any time has been, junior to the other officer for the purposes of
eligibility for promotion and selection for promotion during the other officer’s latest period of
continuous service on the active list.

3.6.3. The total commissioned service of each officer on the active list of the Navy in the
Supply Corps or the Civil Engineer Corps who originally was appointed as a Regular or as a Reserve
in the grade of ensign in the line, or any staff corps, or in the grade of lieutenant (junior grade) in the
Civil Engineer Corps, and who has served continuously on active duty since that appointment, is
computed from June 30 of the fiscal year in which the officer accepted that appointment, beginning
August 7, 1947.

3.6.4. The total commissioned service of each officer originally appointed in the grade of
lieutenant (junior grade) or ensign in any staff corps of the Navy, except the Supply Corps and the
Civil Engineer Corps, who since that appointment has served continuously on the active list of the
Navy, is computed from June 30 of the fiscal year in which the officer accepted that appointment.
This provision does not apply, however, to officers appointed under the Act of April 18, 1946.

3.6.5. Every other commissioned officer on the active list of the Navy in any staff corps is
considered to have the same total commissioned service as the officer in the same corps described
in subparagraphs 3.6.3 and 3.6.4, having the maximum total commissioned service who:

3.6.5.1. Has not lost numbers or precedence; and
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3.6.5.2. Is, or at any time has been, junior to the other officer for the purposes of
eligibility for promotion and selection for promotion during that other officer’s latest period of
continuous service on the active list.

3.6.6. Notwithstanding the provisions of subparagraph 3.6.5, officers on the active list of the
Navy in the Medical Service Corps, appointed under the Act of April 18, 1946, are considered to
have total commissioned service equivalent to that of their running mates.

3.6.7. Officers on the active list of the Navy in the Nurse Corps are credited with:

3.6.7.1. Active service in the Nurse Corps and the Nurse Corps Reserve; and

3.6.7.2. Active service in the Nurse Corps and the Nurse Corps Reserve, which was
abolished by the Army-Navy Nurses Act of 1947.

3.6.8. An officer of the Navy or Marine Corps under the DOPMA is credited with:
3.6.8.1. The years of active service; and

3.6.8.2. The years of service, other than the service included in subparagraph 3.6.8.1,
with which member was entitled to be credited on May 31, 1958, in computing basic pay.

3.6.9. For regular commissioned officers to be retired or separated due to age under
10 U.S.C. § 1251, apply the rules set forth in subparagraph 3.5.8.

3.7 Service Creditable for Disability Retirement (Table 1-3)

3.7.1. Members who are unfit to perform their duties because of a disability incurred on
active duty where the disability is at least 30 percent may be retired for disability. No minimum
amount of creditable service is required.

3.7.2. Members who are unfit to perform their duties because of a disability incurred on
active duty where the disability is less than 30 percent may be retired for disability but only if they
have 20 years of service computed under 10 U.S.C. 8§ 1208, as set forth in subparagraphs 3.7.3 and
3.7.4,

3.7.3. In computing those years of service for this purpose, a member of a Regular
Component of the Armed Forces is credited with the greater of:

3.7.3.1. All service the member is considered to have for the purpose of separation,
discharge, or retirement for length-of-service, or

3.7.3.2. The sum of active service as a member of the Armed Forces as a nurse,

Reserve nurse after February 2, 1901, contract surgeon, contract dental surgeon, or acting dental
surgeon;
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3.7.3.3. Active service as a commissioned officer of the National Oceanic and
Atmospheric Administration (NOAA), or the Public Health Service (PHS). This includes active
service as a member of the Environmental Science Services Administration and of the Coast and
Geodetic Survey, the predecessor organizations to NOAA and PHS; and

3.7.3.4. Active service while participating in exercises or performing active duty
training and drills in the National Guard, under 32 U.S.C. 88 502, 503, 504, and 505.

3.7.4. A member who is not a member of a Regular Component of the Armed Forces is
credited with the number of years of service that would count if computing years of service under
10 U.S.C. § 12733, dividing the sum of the following by 360:

3.7.4.1. All days of active service;

3.7.4.2. All days of full-time service while performing annual training duty or
attending prescribed periods of instruction at a school designated as a military service school by law
or by the Secretary concerned; and

3.7.4.3. One day for each point credited under 10 U.S.C. 8 12732(a)(1)(B)-(F), but
not more than:

3.7.4.3.1. 130days for any one year of service that includes
October 30, 2007, and in any subsequent year of service;

3.7.4.3.2. 90 days in any one year of service between October 30, 2000 and
October 29, 2007;

3.7.4.3.3. 75 days in any one year of service between September 23, 1996
and October 29, 2000; or

3.7.4.3.4. 60 days in any one year of service before the year of service that
includes September 23, 1996.

The credit includes points at the rate of 15 per year for membership in a Reserve Component of an
Armed Force, in the Army or the Air Force without component, or service (except in a regular
component) before July 1, 1949 in the categories provided in 10 U.S.C. 8 12732(a)(1).

3.7.4.4. One day for each point credited under 10 U.S.C. § 12732(a)(2)(E) related to
funeral honors.

3.7.5. The service is responsible for determining the creditable service for a member who is
retired for disability.

3.8  Service Creditable for Age and Service Retirement - Non-Regular Member (Table 1-4)
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3.8.1. A member or former member of the Reserve Component of an Armed Force,
including the National Guard is entitled to retired pay computed under 10 U.S.C. § 12739 (See
Chapter 3, Table 3-1, Rule 13) for non-Regular service upon application if he or she:

3.8.1.1. Has attained the eligibility age applicable under subparagraph 3.8.6;

3.8.1.2. Has performed at least 20 years of service (subject to subparagraph 3.8.5),
as set forth in subparagraph 3.8.2;

3.8.1.3. If completing 20 years of service before April 25, 2005, performed the last
6 years of qualifying service while a member of any category named in 10 U.S.C. § 12732(a)(1)
(but not while a member of a Regular Component, the Fleet Reserve, or the Fleet Marine Corps
Reserve). If completing 20 years of service before October 5, 1994, the number of years of such
qualifying service must be 8 years; and

3.8.1.4. Is not entitled under any other provision of law to retired pay from the
Armed Forces or retainer pay as a member of the Fleet Reserve or the Fleet Marine Corps Reserve,
except as provided in Chapter 7, section 1.0.

3.8.2. Creditable service to meet the 20 years requirement includes:
3.8.2.1. Service performed in the Uniformed Services;
3.8.2.2. Years of service before July 1, 1949, pursuant to 10 U.S.C. § 12732; or

3.8.2.3. Each 1-year period after July 1, 1949, in which the member earned at least
50 points as calculated under 10 U.S.C. § 12732(a)(2).

3.8.2.4. For the purpose of subparagraph 3.8.2.3 all service in the National Guard
is treated as if it were service in a Reserve Component if the member was later appointed in the
U.S. Army National Guard or U.S. Air National Guard, or as a Reserve of the Army, Air Force, or
Space Force and served continuously in the National Guard from date of Federal recognition to
date of that appointment.

3.8.3. Notice of Eligibility

3.8.3.1. A member who has been notified under 10 U.S.C. § 12731(d) that the years
of service requirement has been met for eligibility for retired pay may not have that eligibility
denied or revoked on the basis of any error, miscalculation, misinformation, or administrative
determination of years of service performed, unless it resulted directly from fraud or
misrepresentation of the member.
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3.8.3.2. The notification of eligibility, which is based on the member’s completion
of the service requirement, conforms to applicable Military Department regulations. A
nonconforming written notice, administratively issued, which shows completion of service
requirements of eligibility for retired pay, may not result in the denial of retired pay unless
evidence shows that the member caused the service record to be altered or confused.

3.8.3.3. The number of years of creditable service upon which retired pay is
computed may be adjusted to correct any error, miscalculation, misinformation, or administrative
determination. When a correction is made, the retiree is entitled to retired pay in accordance with
the number of years of creditable service, as corrected, from the date the retiree is granted retired

pay.

3.8.3.4. Notwithstanding subparagraph 3.8.3.3, the granting of retired pay to a
retiree under 10 U.S.C., Chapter 1223 is conclusive as to that retiree’s entitlement to such pay
only if the payment of retired pay began after October 14, 1966. A notification that a member has
completed the years of service required for eligibility for retired pay under
10 U.S.C., Chapter 1223 is conclusive as to that member’s subsequent entitlement to such pay only
if the notification is made after October 14, 1966.

3.8.4. A member who has met age and service requirements for retired pay, but is retained
under 10 U.S.C. § 12308, with member’s consent, may be credited with that service for all
purposes. A member, however, who elects to receive retired pay under 10 U.S.C. § 12731, may
not be retained simultaneously on active duty or in active service under 10 U.S.C. § 12308.

3.8.,5. A temporary special retirement qualification authority, 10 U.S.C. 8 12731a,
authorized the Secretary of the Military Department concerned to treat a member as having met
the 20 years of service requirement if the member completed at least 15 years of service and
requested transfer to the Retired Reserve, during the period beginning on October 23, 1992, and
ending on December 31, 2001.

3.8.6. Age Requirement. Subject to subparagraph 3.8.6.1, the eligibility age for a
Non-regular retirement for age and service is 60 years of age.

3.8.6.1. After January 28, 2008, the eligibility age for purposes of subparagraph
3.8.6 will be reduced, subject to subparagraph 3.8.6.5, below 60 years of age in the case of a
member who, as a member of the Ready Reserve, serves on active duty or performs active service
described in subparagraph 3.8.6.2 through 3.8.6.4. The reduction will be 3 months for each
aggregate of 90 days on which the member serves on such active duty or performs such active
service in any fiscal year after January 28,2008, or in any two fiscal years after
September 30, 2014. A day of duty may be included in only one aggregate of 90 days for purposes
of this subparagraph.

3.8.6.2. Service on active duty is pursuant to a call or order to active duty under a
provision of law referred to in 10 U.S.C. 8 101(a)(13)(B) or under 10 U.S.C. § 12301(d) or
10 U.S.C. 812304b. Such service does not include a call or order to active duty under
10 U.S.C. §12310.
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3.8.6.3. Active service is also service under a call to active service authorized by
the President or the Secretary of Defense under 32 U.S.C. § 502(f) for purposes of responding to
a national emergency declared by the President or supported by Federal funds.

3.8.6.4. If the member is wounded, otherwise injured, or becomes ill while serving
on active duty pursuant to a call or order to active duty under subparagraph 3.8.6.2 or 3.8.6.3, and
the member is ordered to active duty under 10 U.S.C. § 12301(h)(1) to receive medical care for
the wound, injury, or illness, then each day of active duty under that order for medical care will be
treated as a continuation of the original call or order to active duty for purposes of reducing the
eligibility age of the member under this subparagraph.

3.8.6.5. The eligibility age under subparagraph 3.8.6.1 may not be reduced below
50 years of age for any person.

3.9  Service Not Creditable for Determining Retirement Eligibility

3.9.1. Enlisted Member’s Lost Time. The following periods of absence from duty during
a term of enlistment are not creditable to an enlisted member unless they are made up by the
member upon return to full duty so as to complete the term for which the member was enlisted.
The periods of absence from duty are:

3.9.1.1. Desertion;

3.9.1.2. Absence from organization, station, or duty for more than 1 day without
proper authority, as determined by competent authority;

3.9.1.3. Confinement by military or civilian authorities for more than 1 day in
connection with a trial, whether before, during, or after the trial; and

3.9.1.4. The member’s inability for more than 1 day, as determined by competent
authority, to perform assigned duties because of intemperate use of drugs or alcoholic liquor, or
because of disease or injury resulting from the member’s misconduct.

3.9.2. Officer’s Lost Time. Prior to February 11, 1996, a commissioned or warrant officer
was entitled to credit for every day in a commissioned or warrant status, without regard to absence
of any kind, whether authorized or unauthorized, and including confinement prior to and during
trial. In addition, absence during which a member was serving on active duty as an enlisted
member was creditable if the enlisted member also held a commission as a Reserve officer. After
February 10, 1996, a commissioned or warrant officer may not count the following periods of
absence for any purpose other than the computation of length-of-service for basic pay:

3.9.2.1. Desertion;

3.9.2.2. Absence from organization, station, or duty for more than 1 day without
proper authority, as determined by competent authority;

1-18



DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 1
*December 2024

3.9.2.3. Confinement by military or civilian authority for more than 1 day in
connection with a trial, whether before, during, or after the trial; or

3.9.2.4. Inability to perform assigned duties for more than 1 day, as determined by
competent authority, because of intemperate use of drugs or alcoholic liquor, or because of disease
or injury resulting from the member’s misconduct. The period of such desertion, absence,
confinement, or inability to perform duties may not be counted in computing, for any purpose other
than basic pay under 37 U.S.C. § 205, the officer's length-of-service.

3.9.3. Constructive Service.  Constructive service, credited under 10 U.S.C. § 3287
(@)(2)(A) or (B) (repealed), 10 U.S.C. § 3294(b) (repealed), or section 506(c) of the Officer
Personnel Act of 1947, is not included in the service computation under subparagraph 3.5.1.
Creditable constructive service creditable may be:

3.9.3.1. Three years, if appointed as a chaplain, or for service in the Judge
Advocate General’s Corps or in the Veterinary Corps of the Regular Army;

3.9.3.2. Three years, if appointed in the Medical Service Corps and if holding the
degree of Doctor of Philosophy or comparable degree recognized by the Surgeon General; or

3.9.3.3. Four years (five, if member completed a 1-year internship) credited at the
time of appointment in the Medical or Dental Corps for the purpose of determining grade, position
on a promotion list, seniority in grade in the Regular Army, and eligibility for promotion.

3.9.4. Other Non-creditable Service. This service may not be counted for the purpose of
determining retirement eligibility under paragraph 3.7:

3.9.4.1. Service, other than active service, in an inactive section of the Organized
Reserve Corps or Army Reserve, or inactive section of the officer’s section of the Air Force
Reserve;

3.9.4.2. Service, other than active service, after June 30, 1949, while on the
Honorary Retired List of the Naval Reserve or of the Marine Corps Reserve;

3.9.4.3. Service in the inactive National Guard or in a non-federally recognized
status of the National Guard,

3.9.4.4. Inactive service in the Fleet Reserve or Fleet Marine Corps Reserve; and
3.9.4.5. Service in any status other than that as a commissioned officer, warrant

officer, nurse, flight officer, aviation midshipman, appointed aviation cadet, or enlisted member,
and that is described in paragraph 3.1 as creditable.
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40  SERVICE CREDITABLE FOR COMPUTING RETIRED PAY
4.1  Service for Percentage Multiple

Service authorized to be used as a percentage multiple is specified in each law section
authorizing computation of retired pay for each type of retirement. Information on retirement
types and service for percentage multiple are provided in this section.

4.2  Voluntary Retirement - Enlisted Members
4.2.1. Years of active service.

4.2.2. Years of service not included in subparagraphs 4.3.1 with which the member was
entitled to be credited on June 1, 1958, in computing basic pay. See Volume 7A, Chapter 1, section
2.0.

4.2.3. Years of service not included in subparagraphs 4.2.1 or 4.2.2, with which the
member would be entitled to be credited under 10 U.S.C. § 12733. See subsection 4.7.

4.3  Voluntary Retirement Commissioned Officers
4.3.1. Years of active service is creditable in the Uniformed Services.

4.3.2. Crediting of constructive service for medical and dental officers or an internship is
not authorized after September 14, 1981, unless a member was already enrolled in such a program
and later graduated, and was commissioned as a medical or dental officer; however,
post-September 14, 1981, time is creditable in computing retired pay provided the officer is
retirement eligible.

4.3.3. Service creditable in computing retired pay should include time an officer served in
the Uniformed Services University of Health Sciences (USUHS). For an officer of the Medical
Corps or Dental Corps of the Army or Navy, an officer of the Air Force designated as a medical
or dental officer, or an officer of the PHS commissioned as a medical or dental officer, credit actual
time served in the program. Any credit otherwise accrued during the same period by reason of
Reserve membership would not be used in determining the multiplier for computing retired pay.

Example: An O-6 with 20 years and 6 months service under
37 U.S.C. § 205 (excludes time at USUHS) is receiving basic pay
for an O-6 over 20 years. If this member served 4 years and
6 months at USUHS, then, upon retirement, the member is to receive
retired pay computed at 62.5 percent of basic pay as an O-6. The
62.5 percent is computed as 2.5 percent times 25 (20.5 plus 4.5)
years of service as this computation will include the USUHS time.
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4.3.4. The years of service, not included in subparagraphs 4.3.1 or 4.3.2, with which the
member was entitled to be credited on June 1, 1958, in computing basic pay. See Volume 7A,
Chapter 1, section 2.0.

4.3.5. Years of service not included in subparagraphs 4.3.1, 4.3.2, or 4.3.3, with which the
member would be entitled to be credited under 10 U.S.C. § 12733. See paragraph 4.7.

4.4  Voluntary Retirement - Warrant Officers
See service credited under paragraph 4.3.
45  Mandatory Retirement

4.5.1. Army, Air Force, and Space Force service credited is the same as under paragraphs
3.5 or 4.3, whichever is more favorable.

4.5.2. Navy and Marine Corps service credited is the same as under paragraphs 3.6 or
paragraph 4.3, whichever is more favorable.

4.6  Disability Retirement

Service is credited as described under subparagraph 3.7.3 and 3.7.4, regardless of disability
percentage.

4.7  Age and Service Retirement — Non-Regular

Total days of service, divided by 360 equals equivalent years and any fraction of a year of
service. Note: Under 10 U.S.C. § 1401, before applying percentage factor, each full month of
service that is in addition to the number of full years of service is creditable as one-twelfth of a
year. The remaining fractional parts of a month are disregarded.

4.7.1. Days of active service;

4.7.2. Days of full-time service under 32 U.S.C. 8 316 and 32 U.S.C. 88 502 through 505,
while performing annual training duty or attending a prescribed course of instruction at a school
designated as a Service school by law or by the Secretary of the Military Department concerned
(or designee); or

4.7.3. One day for each point credited under 10 U.S.C. § 12732(a)(1)(B)-(F), but not more
than:

4.7.3.1. 130 days for any one year of service that includes October 30, 2007, and
in any subsequent year of service;

4.7.3.2. 90days in any one year of service between October 30,2000, and
October 29, 2007;
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4.7.3.3. 75days in any one year of service between September 23, 1996, and
October 29, 2000; or

4.7.3.4. 60 days in any one year of service before the year of service that includes
September 23, 1996.

The credit includes points at the rate of 15 per year for membership in a Reserve Component of an
Armed Force, in the Army, the Air Force, or the Space Force without component, or service
(except inaregular component) before July 1, 1949, in the categories named in 10 U.S.C. § 12732.

4.7.4. One day for each point credited under 10 U.S.C. 12732(a)(2)(E) related to funeral
honors.

5.0 UNIFORM RETIREMENT DATE ACT (URDA), TITLE 5, UNITED STATES CODE
SECTION 8301

5.1  Authority

5.1.1. Retirement is effective on the first day of the month after that in which retirement
would otherwise be effective, except as otherwise specifically provided by statute.

5.1.2. Notwithstanding subparagraph 5.1.1, the rate of final pay under 10 U.S.C. § 1406,
applicable to members who first became members before September 8, 1980, is computed as of
the date retirement would have occurred but for the provisions of subparagraph 5.1.1. See Table
1-5. Members who enter a Uniformed Service after September 7, 1980, receive the retired pay
based on an average of basic pay rates for the period actually served, not to exceed a 36-month
period. See Chapter 3 for gross pay computation.

5.2  Special Provisions

Under specific circumstances, computation may be based on another basic pay rate that
may provide greater pay. See Chapter 3, sections 2.0, 3.0, and 4.0.

6.0 RANK AND PAY GRADE
6.1 General Determination

6.1.1. Grade at Retirement. Unless entitled to a higher grade under some other provisions
of law, those Regular and Reserve members who retire other than for disability will retire in the

Regular or Reserve grade they hold on the date of retirement. See Volume 7A, Comparable
Grades.
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* 6.1.2. Time-in-Grade Requirement. Pursuant to 10 U.S.C. § 1370, a commissioned
officer, other than a commissioned warrant officer of the Army, Air Force, Space Force, Navy, or
Marine Corps, who voluntarily retires in a grade above the grade of O-3, (captain in the Army, Air
Force, Marine Corps, Space Force, or lieutenant in the Navy), must have served on active duty in
that grade for a period of not less than three years.

6.1.2.1. The Secretary of Defense may reduce the active duty service in-grade
requirement of not less than three years to a period of not less than two years for any officer. This
authority may not be delegated.

6.1.2.2. In the case of an officer to be retired in a grade at or below the grade of
major general or rear admiral, the Secretary of Defense may authorize the Secretary of the military
department concerned to reduce the active duty service in-grade requirement to a period of not less
than two years. This authority may not be further delegated.

* 6.1.3. Waiver of Not Less Than Two Years Active Duty Service In-Grade Requirement.
The President may waive the service in-grade requirements, as stated in subparagraphs 6.1.2.1 and
6.1.2.2, in individual cases involving extreme hardship or, exceptional or unusual circumstances.
This authority of the President may not be delegated.

* 6.1.4. Retirement to the Next Lower Grade. An officer who does not meet the service-
in-grade requirement retires in the next lower grade in which the member served on active duty
satisfactorily. Officer grade determinations are made by the Service.

* 6.1.5. Officers in Grades 0-9 and 0-10.

6.1.5.1. An officer in the grade of general or admiral, or lieutenant general or vice
admiral, may retire in that grade if the Secretary of Defense certifies, in writing, to the President
and the Congress that the officer served on active duty satisfactorily in that grade.

6.1.5.2. The 3-year service in-grade requirement cannot be reduced or waived if
the officer is under investigation for alleged misconduct or if an adverse personnel action is
pending against the officer for alleged misconduct.

* 6.1.6. Reserve Officers

6.1.6.1. Pursuant to 10 U.S.C. 8 1370a, unless entitled to a higher grade, or to
credit for satisfactory service in a higher grade under some other provision of law, a member who
becomes entitled to a non-Regular Reserve retirement will, upon application, receive credit for
satisfactory service in the highest grade held in which that person served satisfactorily, as
determined by the Secretary of the Military Department concerned (or designee).
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6.1.6.2. To receive credit for satisfactory service in an officer grade below
lieutenant colonel or commander, other than a warrant officer grade, a member must serve
satisfactorily in that grade, as determined by the Secretary of the Military Department concerned
(or designee) as a Reserve commissioned officer in an active status, or in a retired status on active
duty, for at least 6 months.

6.1.6.3. To receive credit for satisfactory service in a grade above major or
lieutenant commander, a member must serve satisfactorily in that grade, as determined by the
Secretary of the Military Department concerned, as a Reserve commissioned officer in an active
status, or in a retired status on active duty, for at least 3 years.

6.1.6.3.1. A member who completes at least 6 months of satisfactory
service-in-grade, upon transfer from an active status or upon discharge as a Reserve commissioned
officer for mandatory age or years of service, may receive credit for satisfactory service in the
grade in which serving at time of transfer or discharge in that grade, notwithstanding failure of the
person to complete three years of service in that grade, if the person transferred from an active
status or discharged as a reserve commissioned officer:

6.1.6.3.1.1. Solely due to the requirements of a nondiscretionary
provision of law requiring that transfer or discharge due to the member’s age or years of service;
or

6.1.6.3.1.2. Because the member no longer meets qualifications for
membership in the Ready Reserves solely because of a physical disability, in accordance with
Chapter 61 of Title 10, and at the time of such transfer or discharge the member meets the service
requirements established by 10 U.S.C. § 12731(a) for eligibility for retired pay under chapter 1223
of Title 10, unless the disability is described in 10 U.S.C. § 12731(b).

6.1.6.3.2. If a member completes at least 6 months of satisfactory
service-in-grade while serving as adjutant general under 32 U.S.C. 8 314 or as assistant adjutant
general to such adjutant general, and the member has failed to complete 3 years of service in such
grade solely because the member’s appointment to such position has been terminated or vacated
under 32 U.S.C. 8§ 324(b), then the member may be credited with satisfactory service in that grade,
notwithstanding the failure of the member to complete three years of service in that grade.

6.1.6.3.3. The Secretary of the Military Department concerned may allow
credit in a higher grade to a member who has been recommended for promotion in a report of a
promotion board but before the member is promoted to the recommended grade. Such credit may
be allowed when a member who is in the next lower grade serves in a position after
recommendation where the minimum authorized grade for the position the member is serving in
is the higher grade to which the member is recommended for promotion. The period of service
credited may not include any period before the date that the Senate provides advice and consent
for the appointment of that member in the recommended grade.

1-24


http://uscode.house.gov/view.xhtml?req=(title:32%20section:314%20edition:prelim)%20OR%20(granuleid:USC-prelim-title32-section314)&f=treesort&edition=prelim&num=0&jumpTo=true
http://uscode.house.gov/view.xhtml?req=(title:32%20section:324%20edition:prelim)%20OR%20(granuleid:USC-prelim-title32-section324)&f=treesort&edition=prelim&num=0&jumpTo=true

DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 1
*December 2024

6.1.6.3.4. A member who qualifies for Federal recognition in a higher
grade by a board under 32 U.S.C. § 307 who serves in that grade in a position for which the higher
grade is the minimum authorized grade and is appointed as a Reserve officer in that grade may
receive credit for having served in that grade. The period of service for which the credit is afforded
to the extent authorized by the Secretary of the Military Department concerned may be only the
period the member served in the position after the Senate provides advice and consent for the
appointment.

6.1.6.3.5. A member who completes at least 6 months of satisfactory
service in a grade above colonel (or, in the case of the Navy, in a grade above captain), and while
serving in an active status in such grade, is involuntarily transferred (other than for cause) from
active status, may be credited with satisfactory service for the grade in which serving at the time
of such transfer, even though he or she does not complete 3 years of service in that grade.

6.1.6.4. When a member’s length-of-service in the highest grade held does not
meet the service-in-grade requirements, the member receives credit for satisfactory service in the
next lower grade in which the member serves satisfactorily for at least 6 months as determined by
the Secretary of the Military Department concerned.

6.1.6.5. The Secretary of Defense may authorize the Secretary of a Military
Department concerned to reduce the 3-year period required in subparagraph 6.1.6.3 for an officer
above major or lieutenant commander, to a period of not less than 2 years for any person, including
a person who, upon transfer to the Retired Reserve or discharge, is to be credited with satisfactory
service in a general or flag officer grade. The authority of the Secretary of Defense may not be
delegated.

6.1.6.6. The number of reserve commissioned officers of an armed force in the
same grade for whom a reduction is made under this section may not exceed the number equal to
2 percent of the strength authorized for that fiscal year for reserve commissioned officers of that
armed force in an active status in that grade

* 6.1.7. Grade on Retirement for Physical Disability. Pursuant to 10 U.S.C. § 1372, unless
entitled to a higher grade under some other provision of law, members of the Armed Forces who
retire for disability under Chapter 61 of Title 10 are entitled to the highest of:

6.1.7.1. The grade or rank in which serving when placed on the Temporary
Disability Retired List or, if not carried on that list, on date of retirement;

6.1.7.2. The highest temporary grade or rank in which member satisfactorily
served, as determined by the Secretary of the armed force from which the member retired;

6.1.7.3. The permanent regular or reserve grade to which the member would have

been promoted had it not been for the disability for which the member is retired and which was
found to exist upon physical examination; or
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6.1.7.4. The temporary grade to which the member would have been promoted had
it not been for the disability for which the member is retired, if eligibility for that promotion was
required based on the cumulative years of service or years of service in grade, and the disability
was found upon physical examination.
6.2  Special Provisions

6.2.1. Commissioned officers of the Regular or Reserve Component of the Army, Air

Force, or Space Force and Regular officers of the Navy or Marine Corps may, at the discretion of
the President, be retired by and with the consent of the Senate, in the highest grade held at any
time on the active list if they have served as:

6.2.1.1. Chief of Staff to the President;

6.2.1.2. Chief of Staff of the Army;

6.2.1.3. Chief of Naval Operations;

6.2.1.4. Chief of Staff of the Air Force;

6.2.1.5. Chief of Space Operations;

6.2.1.6. Senior member of the Military Staff Committee of the United Nations;

6.2.1.7. General or lieutenant general in a position of importance and responsibility
designated by the President;

6.2.1.8. Admirals or vice admirals in positions of great importance and
responsibility designated by the President under 10 U.S.C. § 601;

6.2.1.9. Chief or assistant chief of a branch of the Regular Army for at least 4 years;

6.2.1.10. Surgeon General of the Army or Air Force in the grade of lieutenant
general,

6.2.1.11. Permanent professor of the U.S. Military Academy (USMA) or U.S. Air
Force Academy (USAFA). If the grade is below brigadier general and service as professor is long
and distinguished, then the professor may, at the discretion of the President, be retired in the grade
of brigadier general; or

6.2.1.12. Chiefs of Bureaus or Judge Advocate General.
6.2.2. Regular and Reserve commissioned officers of the Army and Air Force are entitled

to the grade equal to the highest temporary grade in which they served on active duty satisfactorily
for not less than 6 months. See exception in subparagraph 6.1.2.
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6.2.3. Where an existing statute authorizes computation of pay based on a grade in which
the member served satisfactorily that is higher than the pay of the grade otherwise entitled,
computation is based on the higher grade:

6.2.3.1. Without regard to whether that grade was temporary or permanent, and

6.2.3.2. Even though the military service in which the member held that higher
grade is not the military service in which retired.

6.2.4. Retired warrant officers of the Army, Air Force, and Space Force and enlisted
members of the Regular Army, Regular Air Force, and Regular Space Force are entitled to be
advanced on the retired list to the highest grade in which they served on active duty satisfactorily,
when their active service plus time on the retired list equals 30 years.

6.2.5. Unless otherwise entitled to a higher grade, officers of the Regular Navy or Regular
Marine Corps holding a permanent grade of W-1 or above, retired with 30 or more years of service,
are retired in the grade in which they are serving at the time of retirement.

6.2.6. Unless otherwise entitled to a higher grade, members of the Navy and Marine Corps
retired while serving in a temporary grade to which they were appointed in time of war or national
emergency that terminates on date of detachment are retired in the grade they would hold if they
had not received such appointment.

6.2.7. Warrant officers of the Navy and Marine Corps who retire after completion of
20 years of service may elect to be retired in the highest grade entitled under any provision of law.

6.2.8. Unless otherwise entitled to a higher grade, members, other than retired members
of the Navy or Marine Corps, when retired, are advanced on the retired list to the highest officer
grade in which they served satisfactorily under a temporary appointment.

6.2.9. A courtesy title is not to be used for computation of pay. The grade for pay purposes
is determined under the criteria of general determinations and special provisions as prescribed in
this paragraph, with specific reference to the section of law that authorizes the grade for pay
purposes.

6.2.10. Members promoted while missing-in-action, whose status is changed to killed in
action, are exempted from the 6-month time-in-grade requirement since promotions received while
in a missing status are “fully effective for all purposes” under 37 U.S.C. § 552(a). Note: This
provision is applicable only to members of the Army and Air Force.

6.2.11. A member who enters a Uniformed Service after September 7, 1980, and who later
retires, may receive retired pay computed from a retired pay base made up of active duty pay rates
from more than one grade.
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6.3  Satisfactory Service

The determination as to what constitutes satisfactory service for the purpose of retirement
in the highest grade is within the discretionary power of the Secretary of the Military Department
concerned (or designee). The Service determines the retired grade.

7.0  NON-CITIZENS
7.1  Philippine Constabulary/Philippine Scout

The Act of February 2, 1901, as amended by the Act of May 16, 1908, authorized the
President of the United States to organize a Military Component to be known as the Philippine
Scouts and make it a part of the Regular Army. Retirement eligibility was the same as for enlisted
men of the Regular Army. Officers were entitled to the same pay, privileges, and retirement
benefits as authorized officers of like grade and service of the Regular Army. The Philippine
Constabulary/Philippine Scouts are no longer maintained as a continuing part of the Army.

7.2 Insular Force

The Insular Force of the U.S. Navy was established by Executive Order on April 5, 1901,
as amended on June 25, 1901. The Secretary of the Navy was authorized to enlist 500 natives of
the Islands of the Philippines and Guam. Members of the Insular Force were eligible for transfer
to the Fleet Reserve or to the retired list. The Insular Force is no longer maintained as a continuing
part of the Navy.

7.3 Payment

7.3.1. Philippine Scouts. Adjustments of retired pay of Philippine Scouts will be made to
reflect changes in the Consumer Price Index as provided by 10 U.S.C. § 1401a.

7.3.2. Change in Citizenship of Non-Regular Retirees. If a member’s citizenship status
changes after retirement, then it may have an impact on the member’s retired pay. See Chapter 6
for additional information on change or loss of U.S. citizenship.

8.0 HEROISM PAY
8.1 Entitlement

8.1.1. Reqgular Retirement. Enlisted members of the Army, Air Force, Space Force, Navy,
and Marine Corps, retired after the completion of 20 or more but less than 30 years of active service
for Regular retired pay computation purposes, who are credited by the Secretary concerned with
extraordinary heroism in the line of duty, will receive a 10 percent increase to retired or retainer
pay. Enlisted members of the Army, the Air Force, and the Space Force, with 20 or more, but less
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than 30, years of service may not exceed a retired pay multiplier of 75 percent, including any
heroism pay. Enlisted members of the Navy, Marine Corps, and Coast Guard with 20 or more, but
less than 30, years of active service are eligible to have retired or retainer pay increased by
10 percent without restriction to a final multiplier of 75 percent.

8.1.2. Non-Regular Retirement. Entitlement to increased Reserve retired pay for heroism
became effective October 1, 2002, and applies with respect to retired pay for months beginning on
or after that date. Enlisted members of the Reserve Component retired after the completion of less
than 30 years of service for non-Regular retired pay computation purposes, who are credited by
the Secretary concerned with extraordinary heroism in the line of duty, will receive a 10 percent
increase to their retired pay, but the total amount of monthly retired pay may not exceed 75 percent
of the retired pay base. For enlisted members who retired after December 31, 2006, with more
than 30 years of service, the total amount of monthly retired pay may not exceed the sum of
75 percent of the retired pay base and 2.5 percent of years of service credited for the computation
of retired pay.

8.1.3. Disability Retirement. Enlisted members retired for disability who otherwise are
eligible for voluntary retirement for 20 or more, but less than 30, years of service, and who are
entitled to a 10 percent increase in pay for certified acts of extraordinary heroism, are entitled to
an additional computation under the computation for a length-of-service retirement. However, in
no case may the retired pay multiplier for a disability retirement based upon less than 30 years of
service exceed 75 percent.

8.2 Determination of Entitlement

The Secretary of the Military Department concerned (or designee) has the authority to grant
10 percent of additional retired pay to an individual who has performed an act of extraordinary
heroism in the line of duty. The Secretary’s determination as to extraordinary heroism is
conclusive for all purposes.

8.3  Special Provisions

8.3.1. Advancement on the Retired List. Retired enlisted members of the Regular Army
or Air Force receiving the 10 percent additional increase in pay for extraordinary heroism are not
entitled to the 10 percent increase when advanced to a higher grade on the completion of 30 years
of service. See Chapter 9.

8.3.2. Recomputation After a Period of Active Duty. For detailed information on
recomputation after subsequent active duty, see Chapter 7, section 2.0.

8.3.2.1. Retired enlisted members of the Army, Air Force, and Space Force are
entitled to the 10 percent increase in retired pay for extraordinary heroism when pay is recomputed
to reflect active service performed after the date of retirement. The retired pay may not exceed
75 percent of the monthly basic pay upon which retired pay is based. Regardless of when the
member’s retired pay was recomputed, benefits will not accrue under this provision for any period
prior to November 1, 1992.
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8.3.2.2. Enlisted members of the Navy and Marine Corps who elected to receive
retainer pay are entitled to the 10 percent increase in their pay for extraordinary heroism when that
pay is recomputed to reflect active service performed after date of transfer.

9.0 PAYMENT
9.1  Effective Date of Payment

Pay accrues on a day-to-day basis from and including the date on which retirement is
effective, except members who are transferred to the Fleet Reserve/Fleet Marine Corps Reserve.
These members become entitled to pay on the day after the date of transfer. Amounts of retired
pay and retainer pay due a retired member of the uniformed services will be paid on the first day
of each month beginning after the month in which the right to such pay accrues. When the payment
date falls on a Saturday, Sunday, or legal holiday, the Director of the Defense Finance and
Accounting Service may authorize the payment of retired pay and retainer pay on the preceding
workday but not more than three days before the last day of the pay period. See also Chapter 14.

9.1.1. Reqgular Retirement. Except as otherwise provided by law, the effective date of
retirement is the first day of the month after the month in which service requirements are fully met.

9.1.2. Disability Retirement. Placement on the Temporary and Permanent Disability
Retired Lists may become effective on any day of the month as specified by the Secretary of the
military service concerned (or designee).

9.1.3. Mandatory Retirement for Age and Service. Members attaining age and service
requirements for involuntary retirements are retained on active duty through the last day of the
month in which age and service requirements are met.

9.1.4. Non-Regular Retirement. Reservists are entitled to pay effective on the date on
which the requirements for age and service have been met, or on the first day of any later month
that the retiree may elect.

9.2 Revocation of Retirement and/or Transfers

9.2.1. Where proper officials have made a determination that a member is entitled to
retirement and retired pay on the basis of physical disability, after the effective date of retirement,
the retirement orders are final and can be reopened only upon a showing of fraud, substantial new
evidence, mistake of law, or mathematical miscalculation. Subsequent information showing that
the decision may have resulted from the exercise of poor judgement alone does not provide a basis
to cancel or modify the prior order. However, the initial retiring action may be cancelled or
revoked before the date that it is legally effective because the individual concerned has not yet
acquired any rights or become entitled to any retirement benefits under the revoked retiring order.

1-30



DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 1
*December 2024

9.2.2. Transfer of members to the Fleet Reserve/Fleet Marine Corps Reserve and to the
retired list of the Regular Navy or Marine Corps or the Retired Reserve is conclusive for all
purposes. The Secretary may correct any error or omission in the determination as to the member’s
grade and years of creditable service.

9.2.3. Payment of active duty pay and allowances may be permitted after the first of the
month in which retirement is effective until retirement orders are actually delivered to the member
later in the same month, provided prior notice of retirement orders had not been received.

9.2.4. Where advance notice of retirement orders is given, but orders are not delivered, an
attempt may be made to revoke them after they become effective and replace them with orders
directing retirement at a later date. When it is apparent that the member had no knowledge of the
lack of legal authority for this action, and active duty pay and allowances were received “under
color of authority,” the “de facto rule” permits repayment of active duty pay and allowances paid
for the period and later collected.

9.3  Computation
For detailed information on gross pay computation, see Chapter 3.

9.3.1. Monthly Pay. Compute monthly pay as if each month had 30 days. The daily rate
is 1/30 of the monthly rate.

9.3.2. Intermediate Day. When retirement begins on an intermediate day of the month,
compute pay at the rate of 1/30 for the actual number of days after date of retirement but only
through the 30th day of that month. If pay begins on February 28, then pay accrues for 3 days. If
the pay begins on February 29, then pay accrues for 2 days.
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Table 1-1. Voluntary Retirement
R with retired
. . may retire hay
U . and years of including at computed
A person who is of the ’ under
L service total least 10U.S.C.§ under
D Chapter 3,
E Table 3-1
1 |an enlisted member | Army 20 (note 1) 7314 rule 4.
2 | an enlisted member | Air Force (AF) or |20 (note 1) 9314 rule 4.
Space Force (SF)
3 |aRegularenlisted | Army 30 7317 rule 4.
member
4 | aRegularenlisted | AF or SF 30 9317 rule 4.
member
5 |acommissioned Army 20 (note 1) 10 years of 7311 rule 5.
officer active
commissioned
service
(note 2)
6 |acommissioned AF or SF 20 (note 1) 10 years of 9311 rule 5.
officer active
commissioned
service
(note 2)
7 |aRegular Army 30 7318 rule 5.
commissioned
officer
8 |aRegular AF or SF 30 9318 rule 5.
commissioned
officer
9 |acommissioned Army 40 7324 rule 5.
officer
10 |acommissioned AF or SF 40 9324 rule 5.
officer
11 | awarrant officer Armed Forces 20 (note 1) 1293 rule 3.
12 | awarrant officer Army 40 7324 rule 5.
13 | a warrant officer AF or SF 40 9324 rule 5.
14 | a Regular officer | Navy or Marine 40 8321 rule 6.
W-1 and above Corps (MC)
Reserve
15 | a Regular officer | Navy or MC 30 8322 rule 7.
W-1 and above Reserve
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Table 1-1. Voluntary Retirement (Continued)
R with retired
U . . may retire | pay computed
A person who is of the 2:lfjvi)::ia{§tgl; |ncI|ue<1|Sr;g at under under
L 10U.S.C.§ | Chapter3,
E Table 3-1
16 | a Regular officer | Navy or MC 20 (note 1) 10 years of 8323 (note | rule 6.
W-1 and above active 3)
commissioned
service
(note 2)
17 | a Regular enlisted | Navy or MC 30 8326 rule 7.
member (note 4) Reserve
18 | an enlisted Navy, MC, Navy |20 (Note 1) may with retainer
member Reserve, or MC transfer to pay computed
Reserve Fleet under  Rule
Reserve/ 14.
Fleet MC
Reserve
under
section
8330
19 | an officer or Navy Reserve or |30 8327 (note | rule 8.
enlisted member MC Reserve 5)
20 | an officer or Navy Reserve or |20 (Note 1) 10 years of 8327 (note | rule 8.
enlisted member MC Reserve active service | 5)
served in the
11 years
immediately
before
retirement
NOTES:

1. See paragraphs 3.1.1 and 3.1.2. Under TERA, Public Law (P.L.) 102-484, § 4403, October 23, 1992, the
Secretary of the Military Department concerned (or designee) may reduce the 20 years of creditable service
requirement for regular retirement to 15 years of creditable service. Legislative history for TERA is located at
10 U.S.C. § 1293 note. The authority was continuously extended numerous times and ended on September 1, 2002,
under P.L. 107- 314, § 554. P.L. 112-81, section 504(b) reinstated this authority effective December 31, 2011, with
the end date extended to December 31, 2025, under P.L. 114-328, § 508(a), December 23, 2016. For non-regular
retirement, see 10 U.S.C. § 12731a, Temporary special retirement qualification authority, in effect
October 23, 1992 - December 31, 2001.

2. See subparagraph 3.1.3.1. Under the Temporary Authority to Reduce Minimum Length of Active Service as a
Commissioned Officer Required for Voluntary Retirement as an Officer, the Secretary of the Military Department
concerned (or designee) may reduce the 10-year active service requirement to not less than 8 years.
P.L. 111-383, section 506, January 7, 2011, extended this authority to September 30, 2013. The most recent period
for this authority commenced January 7, 2011, and ended September 30, 2013. 10 U.S.C. 88 7311(b)(2), 9311(b)(2),
and 8323(a)(2)(B).

3. Members mandatorily retired under P.L. 86-155 thereafter are considered as having retired voluntarily pursuant to
10 U.S.C. §8323. See P.L. 86-155, section 3. There are no officers processed under P.L. 86-155 after June 1, 1966.

4. Include Regular enlisted members holding temporary appointment as commissioned officer or warrant officer.

5. 10 U.S.C. 8 8327 applies only to persons who were members of the Navy Reserve or the Marine Corps Reserve
on January 1, 1953. This section terminates on January 1, 1973.
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Table 1-2. Mandatory Retirement - Commissioned Officers and Warrant Officers

is retired by Secretary of the Military with
Department concerned under retired pay
R A person | and has who holds _and_ and 10U.S.C.§ computed
U who isa | at least the Regular | time in is age Navy or under
L grade of |gradeis AF or y Armed
E Army SE Marine Forces Chapter 3,
Corps Table 3-1
1 |Regular |20 years | below 62 1251 | 1251 1251 1251 |rule 9.
commis- Brigadier (notes 4
sioned General or and 23)
officer of Rear
the Army, Admiral
AF, SF, (lower half)
Navy, or (note 1)
MC
2 | Regular 20 years | below Major 60 3883 8883 rule 10 or
commis- General (note 2) | (note 3) 12.
sioned (note 1)
officer of
the Army
or AF
3 | Regular 35 years | Major 5 years 60 3884 8884 rule 10 or
commis- | (note 3) | General (note 2) | (note 2) 12.
sioned
officer of
the Army
or AF
4 | Regular 35 years | Major 5 years 62 3885 8885
commis- | (note 3) | General (note 2) | (note 2)
sioned
officer of
the Army
or AF
5 | Regular 35 years | Major 5 years 64 3886 8886
commis- | (note 3) | General (note 2) | (note 2)
sioned
officer of
the Army
or AF
6 | Regular 20 years | any grade 3913 8913
commis- | (note 3) | (note 5) (note 2) | (note 2)
sioned
officer of
the Army
or AF
7 | Regular 28 years | Lieutenant 3916 8916
commis- | (note 3) | Colonel (note 2) | (note 2)
sioned (note 6)
officer of
the Army
or AF
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Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

is retired by Secretary of the Military | with retired
Department concerned under pay
R A person | and has who holds _and_ and is 10U.S.C. § computed
U who isa | at least the Regular | time in age Navy or under
L grade of |gradeis AF or Y Armed
E Army SE Marine Forces Chapter 3,
Corps Table 3-1
8 |Regular | 30years|anygrade |5vyears 3919 | 8919 rule 10 or
commis- | (note 3) | (note 7) (note 2) | (note 2) 12.
sioned
officer of
the Army
or AF
9 | Regular Colonel 5 years 3921 | 8921 rule 10 or
commis- (note 8) (note 2) | (note 2) 12.
sioned
officer of
the Army
or AF
10 | Regular Brigadier | 5years 3922 | 8922 rule 10 or
commis- General (note 2) | (note 2) 12.
sioned
officer of
the Army
or AF
11 | Regular Major 5 years 3923 | 8923 rule 10 or
commis- General (note 2) | (note 2) 12.
sioned
officer of
the Army
or AF
12 |Regular |35 years  Rear 5 years 6371 rule 11.
officer of | of total | Admiral (notes 2
the Navy | commis | (notes 9 and and 10)
or MC -sioned |11)
service
(note 3)
13 |Regular | 35 years | Rear 7 years 6372 rule 11.
officer of | of total | Admiral (notes 2
the Navy | commis | (notes 11 and 13)
or MC -sioned |and 12)
service
(note 3)
14 |Regular | 35 years | Major 5 years 6373 rule 11.
officer of | of total | General (note 2)
the Navy | commis | (notes 11
or MC -sioned |and 14)
service
(note 3)
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Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

is retired by Secretary of the Military | with retired
Department concerned under pay
R A person | and has who holds _and_ and is 10U.S.C. § computed
U who isa | at least the Regular | time in age Navy or under
L grade of |gradeis AF or Y Armed
E Army SE Marine Forces Chapter 3,
Corps Table 3-1
15 |Regular | 35 years | Rear 6374 rule 11.
officer of | of total | Admiral (note 2)
the Navy | commis | (Navy), -
or MC -sioned | Brigadier
service General
(note 3) | (USMC)
(note 9)
16 |Regular | 35 years | Rear 5 years 6375 rule 11.
officer of | of total | Admiral (note 15)
the Navy | commis | (Navy),
or MC -sioned | Brigadier
service | General
(note 3) | (USMC)
(notes 11
and 14)
17 |Regular | 30 years | Captain 6376 rule 11.
officer of | of total | (Navy), (note 2)
the Navy | commis | Colonel
or MC sioned | (USMC)
service |(notes 9 and
(note 3) | 16)
18 |Regular | 31 years | Captain rule 11.
officer of | of total | (Navy),
the Navy | commis | Colonel
or MC sioned | (USMC)
service |(notes 11
(note 3) |and 17)
19 |Regular |30 years | Captain 6377 rule 11.
officer of | of total | (Navy), (notes 2
the Navy | commis | Colonel & 18)
or MC sioned | (USMC)
service |(notes 12
(note 3) | and 16)
20 |Regular |31 years | Captain 6377 rule 11.
officer of | of total | (Navy), (notes 2
the Navy | commis | Colonel & 18)
or MC sioned | (USMC)
service |(notes11,
(note 3) |12, and 17)

1-36




DoD 7000.14-R

Financial Management Regulation

VVolume 7B, Chapter 1

*December 2024

Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

is retired by Secretary of the Military | with retired
and Department concerned under pay
R who holds | time .
A person | and has . and is 10U.S.C. § computed
U who is a at least the Regular [ i age Navy or under
L grade of |grade AF or y Armed
E is Army SE Marine Forces Chapter 3,
Corps Table 3-1
21 | Regular 26 years | Commander 6377 rule 11.
officer of (note 3) | (Nurse (notes 2 &
the Navy or Corps) 18)
MC (notes 11, 12,
and 16)
22 | Regular 35years | Captain 62 6378
officer of (note 3) | (Navy), (notes 2 &
the Navy or Commander 19)
MC (Nurse
Corps)
(notes 7
and 12)
23 | Regular 26 years | Commander, 6379 rule 11.
officer of of total | Lieutenant (note 2)
the Navy or | commis- | Colonel
MC sioned (note 16)
service
(note 3)
24 | Regular 20 years | Lieutenant 6380 rule 11.
officer of of total | Commander, (note 2)
the Navy or | commis- | Major
MC sioned (note 16)
service
(note 3)
25 | Regular 30 years | Navy officer 8372 rule 11.
officer of of active |serving in
the Navy or | naval grade below
MC service | Commander
designated MC officer
for limited of any grade
duty
26 Regular Eligible Commander 8372 rule 11.
officer of to retire | or
the Navy or | under Lieutenant
MC any Commander
designated | provisio | (Navy),
for limited | n of law Major (MC)
duty who (notes 16
twice fails
promotion and 20)
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Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

and i:s _retired by Secretary of the with retired
R and has| who holds | time | and Military Department concerned pay
A person who ; . under 10 U.S.C. § computed
U is a at least | the Regular in is Navy or under
Ié grade of gr;a}sde age Army AgFor Marine I'A:‘g:rézg Chapter 3,
Corps Table 3-1
27 | Regular 35 years | Commander 8372 rule 11.
officer of the | of
Navy service
designated for
limited duty
who is not
recommended
for promotion
28 | Regular 38 years | Captain 8372 rule 11.
officer of the | of
Navy service
designated for
limited duty
29 | Regular any grade 62 6390 rule 11.
officer of the below (note 2)
Navy or MC Fleet Admiral
30 | Regular Rear 62 6394 rule 11.
officer of the Admiral, (note 2)
Navy or MC Major
General, and
Brigadier
General
31 | Regular 20 years | Lieutenant 6396 rule 11.
officer of the | of Commander, (note 2)
Navy or MC | active | Major and
commis | below (Nurse
-sioned | Corps)
service
(note 3)
32 |female 26 years 6398 rule 11.
Regular of (note 2)
officer of the | active
Navy or MC | commis
sioned
service
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Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

and i:s _retired by Secretary of the with retired
R and has | who holds | time _ Military Department concerned pay
A person . and is under 10 U.S.C. § computed
U who is a at least | the Regular | in age Navy or under
Ié grade of griz:de Army AgFor Marine I'A:‘g:rézg Chapter 3,
Corps Table 3-1
33 |female 30 years | Captain 6398 rule 11.
Regular of active | Colonel (note 2)
officer of commis- | (note 21)
the Navy or | sioned
MC service
34 |female 20 years | Lieutenant 6400 rule 11.
Regular of active | Commander, (note 2
officer of commis- | Major
the Navy or | sioned (note 5) and
MC service | below
35 | commis- More USMA - 7320 rule 10.
sioned than 30 | permanent
officer of years of | professor or
the Army commis- | Director of
sioned Admissions
service
(note 22)
36 | commis- More USFA - 9320 rule 12.
sioned than 30 | permanent
officer of years of | professor or
the AFor | commis- | Director of
SF sioned Admissions
service
(note 22)
37 | commis- blank USMA - 64 |1251(a), | 1251(a), | 1251(a), rule 9.
sioned permanent 1252 1252 1252nk
officer of professor or
the Army, Director of
AF, SF or Admissions
Navy
USAFA -
permanent
professor or
registrar, and
U.S. Naval
Academy -
permanent
professor
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Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

is retired by Secretary of the Military | with retired
and Department concerned under pay
R who holds | time .
A person | and has . and is 10U.S.C. § computed
E whoisa | atleast therl;{gge]lélfar rlz:de age AF Navy or Armed under
E g g is Army SFor Marine Fc::'r::Zs Chapter 3,
Corps Table 3-1
38 |permanent |20 years | Warrant 580 rule 9.
Regular (note 23) | Officer 1,
warrant Warrant
officer of Officer 2,
the Armed and Warrant
Forces who Officer 3
twice fails
to be
selected for
promotion
39 |permanent |20 years | Warrant 55 1255 rule 9.
Regular Officer 1, (note (repealed)
warrant Warrant 24)
officer of Officer 2,
the Armed Warrant
Forces Officer 3,
and Warrant
Officer 4
40 | permanent |20 years | Warrant 62 1263 rule 9.
Regular (note 23 | Officer 1,
warrant Warrant
officer of Officer 2,
the Armed Warrant
Forces Officer 3,
and Warrant
Officer 4
41 | permanent |30 years | Any grade, 1305 rule 9.
Regular of active | except Navy
warrant service | W-5 shall be
officer of | (For retired upon
the Armed | Army completion
Forces warrant | of 33 years
officer, |of total
must be | active
30 years |service.
active
service
asa
warrant
officer)
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Table 1-2. Mandatory Retirement — Commissioned Officers and Warrant Officers (Continued)

is retired by Secretary of the Military | with retired
and Department concerned under pay
R who holds | time .
A person | and has . and is 10U.S.C. § computed
E whoisa | at least therlzgglélfar rI:de age AF Navy or Armed under
E g g is Army SFor Marine Fgrrr(]:ees Chapter 3,
Corps Table 3-1
42 | Regular |28 years |Lieutenant 633 633 633 633 |rule9.
officer of | of Colonel,
the Army, | commis- | Commander
AF, SF, |sioned (Navy)
MC, or service
Navy Note 25
43 | Regular |30 years |Colonel, 634 634 634 634 |rule9.
officer of | of Captain
the Army, | commis- | (Navy)
AF, SF, |sioned
MC, or service
Navy
44 | Regular |30 years |Brigadier At 635 635 635 635 |rule9.
officer of | of General, least 5
the Army, | commis- | Rear years
AF, SF, |sioned Admiral
MC, or service | (Lower Half)
Navy (Navy)
45 | Regular | 35years | Major At 636 636 636 636 |rule9.
officer of | of General, least 5
the Army, | commis- | Rear years
AF, SF, |sioned Admiral
MC, or service | (Navy)
Navy
46 |Regular |38years |LtGeneral, |At 636 636 636 636 | rule9.
officer of | commis- | Vice least 5
the Army, | sioned Admiral years
AF, SF, |[service | (Navy)
MC, or
Navy
47 |Regular |40 years | General, At 636 636 636 636 |rule9.
officer of | commis- | Admiral least 5
the Army, | sioned (Navy) years
AF, SF, |service
MC, or
Navy
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Table 1-2. Mandatory Retirement - Commissioned Officers and Warrant Officers (Continued)
NOTES:

1. Member is exempt from mandatory retirement at age 62 if holding one of the following
positions: permanent professor or director of admissions of U.S. Military Academy, permanent
professor at U.S. Naval Academy, or permanent professor or registrar of U.S. Air Force
Academy. See Rule 37.

Sections repealed by P.L. 96-513, December 12, 1980, effective September 15, 1981.

Army or AF service is computed under paragraph 3.5 (10 U.S.C. 88§ 3927 and 8927 were

repealed by P.L. 96-513).

Deleted.

Member was not recommended for promotion.

Member was on the lieutenant colonel promotion list.

Member was excessive number in any grade.

Member was on the colonel promotion list.

Member was not restricted in performance of duty.

0. Title 10, U.S.C. § 6371, Executive Order 11284, May 27, 1966 was revoked by Executive Order

12553, February 25, 1986.

11. Member was not recommended for continuation on active duty.

12. Member is restricted in performance of duty.

13. Title 10, U.S.C. § 6372 was repealed by P.L. 96-513, December 12, 1980 (94 Stat. 2898).

14. Member who served as Commandant of the U.S. Marine Corps.

15. Title 10, U.S.C. 8§ 6375 was repealed by P.L. 87-123, August 3, 1961.

16. Member failed selection for promotion twice to next higher grade and was not on promotion list.

17. Member was not on promotion list and retirement subject to completion of 5-years of service
in-grade.

18. Title 10, U.S.C. § 6377(c) was repealed by P.L. 90-130, November 8, 1967.

19. Any Navy captain or commander who will complete 35 years of total commissioned service
or who will become age 62 in the fiscal year in which the selection board is convened is
ineligible for consideration for retention.

20. Deleted.

21. Except female officers on promotion list or serving as assistant to Chief of Naval Personnel
with rank of captain, or assistant to Commandant of the U.S. Marine Corps with rank of
colonel.

22. Compute service under paragraph 3.3.

23. Compute service under paragraphs 3.5 and 3.6. Title 10, U.S.C. § 1263 allows a retirement of
a Warrant Officer age (at age 62), but only if the member already has 20 years of service.

24. The statute, which pertained to female Regular warrant officers, was repealed by P.L. 90-130,
November 8, 1967 (81 Statute 374).

25. This rule is not applicable to a Navy officer to whom Rule 25 or 26 applies or who is a
permanent professor at the U.S. Naval Academy.

w N
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Table 1-3. Disability Retirement
R . with retired pay
U . ordered to active . . may retire computed under
L | A person who is of the d and is determined under
E uty for 10US.C. § Chapter 3,
Table 3-1
1 | an enlisted Armed 30 days or less or unfit to perform 1204 rule 1.
member, warrant | Forces on inactivity-duty duties of his or her
officer, or entitled to | training office, grade, rank,
commissioned basic pay or rating because
officer of physical
disability (note 1)
2 | an enlisted Armed 30 days or less unfit to perform 1205 rule 2.
member, warrant | Forces duties of his or her
officer, or entitled to office, grade, rank,
commissioned basic pay or rating because
officer of physical
disability and
placed on the
TDRL
(note 1 and 2)
3 | an enlisted Armed more than 30 days | unfit to perform 1201 rule 1.
member, warrant | Forces duties of his or her
officer, or entitled to office, grade, rank,
commissioned basic pay or rating because
officer of physical
disability (note 1)
4 | an enlisted Armed more than 30 days | unfit to perform 1202 rule 2.
member, warrant | Forces duties of his or her
officer, or entitled to office, grade, rank,
commissioned basic pay or rating because
officer of physical
disability and
placed on the
TDRL
(note 1 and 2)
NOTES:
1. Member must have at least 20 years of service as computed under 10 U.S.C. § 1208 (see para. 3.7) or a disability
rating of at least 30 percent. (10 U.S.C. 88 1201, 1202, 1204, and 1205).
2. Disability is not determined to be of a permanent nature and stable, but Secretary determines that accepted

medical principles indicate that the disability may be of a permanent nature.
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R

A person who is

of the

and has at least

and is age

may retire
under

with
retired pay
computed

under

U
L
E

1

an enlisted
member, warrant
officer, or
commissioned

Armed Forces,
Reserve, or
National Guard
(note 1)

20 years of service
(note 2)

60 or is
otherwise
eligible
(note 3)

10U.S.C.§
12731

(note 4)

Chapter 3,
Table 3-1,
rule 13.

officer

NOTES:

1.

Persons completing the 20-year requirement before April 25, 2005, must have performed the last 6 years of
qualifying service as a member of a Reserve Component, except that in the case of a member who completed
20 years of service before October 5, 1994, the number of years of such qualifying service will be 8 years.
Compute service for entitlement to retired pay under 10 U.S.C. § 12732; see paragraph 3.8. The Secretary
concerned had authority to reduce the 20 years of service requirement to 15 years during the period
October 23, 1992, to December 31, 2001, under 10 U.S.C. § 12731a.

The eligibility will be reduced below 60 years of age by 3 months for each aggregate of 90 days on which a member
of the Ready Reserve performs active duty or active service pursuant to a call or order under
10 U.S.C. §§ 101(a)(13)(B), 12301(d), or 12304b or 32 U.S.C. § 502(f) in any fiscal year after January 28, 2008, or
in any two consecutive fiscal years after September 30, 2014. The eligibility age may not be reduced below 50 years
of age.

Member is entitled to retired pay under 10 U.S.C. § 12739 upon application only if not entitled to retired or retainer
pay under any other provision of law.
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Table 1-5. Rate of Basic Pay for Retired Computation Pay Computation under 10 U.S.C. § 1406 - Final Basic Pay

Retirees (note 1)

R who fully qualified or will have retired pay
U A member di t . s to and retirement is computed using
L who and s me rgquwgmen active duty basic pay
e retired .
E rates in effect on
1 retires on other | an enlisted at any time voluntary, the first day of
than the first member, mandatory, retirement
day of an warrant officer, disability, Reservist | (notes 2 and 3).
active duty or (age and service)
basic pay rate | commissioned
change officer
2 retires on the an enlisted at any time voluntary the first day of
first day of an | member retirement (note 2).
active duty (note 3)
basic pay rate
change
3 retires on the a warrant at any time voluntary the day before the first
first day of an | officer day of retirement
active duty (notes 2 and 3).
basic pay rate
change

4 retires on the
first day of an

a commissioned
officer

before the month
immediately preceding

active duty the active duty basic
basic pay rate pay rate change date
change (note 4)

the first day of
retirement (note 2).

5 retires on the
first day of an

a commissioned
officer

at any time prior to the
active duty basic pay

voluntary (note 4)

the first day of
retirement (note 2).

active duty rate change date
basic pay rate
change

6 retires on the a commissioned | during the month voluntary the day before the first
first day of an | officer immediately preceding day of retirement unless
active duty the active duty basic the member specifically
basic pay rate pay rate change date requests retirement on a
change day later than the first

day of eligibility for
voluntary retirement
under the applicable
statute; in which case,
use active duty pay
rates in effect on the
first day of retirement
(notes 2 and 6).

7 retires on the a warrant any time mandatory the day before the first
first day of an | officer day of retirement
active duty (note 2).
basic pay rate
change
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Table 1-5. Rate of Basic Pay for Retired Computation Pay Computation under 10 U.S.C. § 1406 - Final Basic Pay
Retirees (note 1) (Continued)

R who fully qualified or will have retired pay
U A member di t . s to and retirement is computed using
L who andis me rgquwgmen active duty basic pay
e retired .
E rates in effect on
8 |retiresonthe |acommissioned |any time mandatory the day before the first
first day of an | officer day of retirement
active duty (note 2).
basic pay rate
change
9 |retiresonthe |an enlisted during the month disability (note 5) the day before the first
first day of an | member, warrant | immediately preceding day of retirement
active duty officer, or the active duty basic (note 2).
basic pay rate | commissioned pay rate change date
change officer without Secretarial
action designating an
earlier retirement date
10 | retires on the any time Non-regular (age and the date the member is
first day of an service) granted retired pay;
active duty however, if a
basic pay rate discharged former
change member, who entered
the military service on
or after
September 8, 1980, the
rate in effect at
discharge. See
subparagraph 2.2.2.
(note 2).

NOTES:

1. See5U.S.C.8§8301(b). A retired pay base of average high-36 basic pay is used in lieu of a final basic pay rate
in the computation of retired pay for members who enter the Uniformed Services after September 7, 1980.
10 U.S.C. §§ 1406 and 1407.

2. For members who qualify for retirement on an earlier computation date under the same or some other provision
of law, compute under rates in effect on that earlier date based on grade and service credited at that time, if that
rate is greater (10 U.S.C. § 1401a(f)).

3. Not applicable to Navy and Marine Corps enlisted members transferred to the Fleet Reserve or Fleet Marine
Corps Reserve.

4. Applicable only to retirements under 10 U.S.C. § 8323.

5. If otherwise retirement eligible, then follow rule for that retirement.

6.  This rule is effective for retirements on or after December 1, 2000. For retirements prior to that date, compute

retired pay using active duty basic pay rates in effect on the day before the first day of retirement, regardless of
the date on which the member requested to be retired. See section 5.0.
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CHAPTER 2

INITIAL ENTITLEMENT-FLEET RESERVE/
FLEET MARINE CORPS RESERVE

1.0 GENERAL
11 Purpose

This chapter provides information for the entitlement to military retirement pay when an
enlisted member transfers, at his or her request, to the Fleet Reserve/Fleet Marine Corps Reserve.
Pursuant to the National Defense Authorization Act (NDAA) for Fiscal Year (FY) 2016, as
amended by the NDAA FY 2017, the Department of Defense (DoD) established the Modernized
Retirement System, commonly known as the Blended Retirement System (BRS). The BRS is the
retired pay system for all Service members who enter military service on or after January 1, 2018.
Service members who were already in uniformed service before January 1, 2018, were
grandfathered under the applicable legacy retirement system. The law permitted active duty
Service members with less than 12 years of service on December 31, 2017, or Service members in
the Reserve Component who were in a paid status and had accrued fewer than 4,320 retirement
points as of December 31, 2017, the option to elect to be covered under the BRS or to remain with
their applicable legacy retirement system. The law provided a 1-year election period for those
Service members who were eligible to opt into BRS from January 1, 2018, and ending on
December 31, 2018. The decision to opt into BRS was irrevocable.

1.1.1. Fleet Reserve and Fleet Marine Corps Reserve

The Fleet Reserve and Fleet Marine Corps Reserve are composed of enlisted
members of the naval service transferred to that status under
Title 10, United States Code (U.S.C.) section 8330. They were established to provide an available
source of experienced former members of the Regular Navy or Navy Reserve and the Regular
Marine Corps or Marine Corps Reserve. These members could be organized without further training
to fill billets requiring experienced personnel in the first stages of mobilization during an emergency
or in time of war.

1.1.1.1. Members of the Fleet Reserve and Fleet Marine Corps Reserve may be
ordered to active duty without their consent in time of:

1.1.1.1.1. War or national emergency declared by the Congress, for the
duration of the war or national emergency and for 6 months thereafter; or

1.1.1.1.2. National emergency declared by the President or when otherwise
authorized by law.
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1.1.1.2. In time of peace, any member of the Fleet Reserve or Fleet Marine Corps
Reserve may be required to perform not more than 2 months’ active duty for training during each
4-year period.

1.1.2. Retirement for Physical Disability

If a member of the Fleet Reserve or Fleet Marine Corps Reserve is found physically
unfit for duty, the member will be transferred to the Regular retired list or Reserve retired list of the
Navy or Marine Corps, as appropriate. Such retirement is by reason of physical disability.

1.1.3. Retirement After 30 Years of Service

Upon completion of 30 years of active and inactive service, a member of the Fleet
Reserve or Fleet Marine Corps Reserve is transferred to the Regular retired list or the Retired Reserve
of the Navy or Marine Corps, as appropriate.

1.1.3.1. Unless otherwise entitled to higher pay, each member transferred to the
retired list or the Retired Reserve is entitled to retired pay at the same rate as the retainer pay to
which he was entitled at the time of his transfer to the retired list or the Retired Reserve.

1.1.3.2. Upon placement on the retired list, a member may be advanced to the
highest officer grade in which the member served satisfactorily under a temporary appointment with
retired pay based on that grade. See Chapter 9, section 3.0 for advancement on the retired list.

1.2 Authoritative Guidance

The pay policies and requirements established by DoD in this chapter are derived primarily
from, and prepared in accordance with the United States Code (U.S.C.), including Titles 5, 10,
and 37. The specific statutes, regulations, and other applicable guidance that govern each
individual section are listed in a reference section at the end of the chapter.

2.0 TRANSFER ELIGIBILITY-SERVICE FOR PERCENTAGE MULTIPLE PURPOSES
2.1 Minimum Required Service

Upon completion of at least 20 years of active service in the Armed Forces (to include service
as a cadet or midshipman), enlisted members of the Regular Navy, Regular Marine Corps, Navy
Reserve, or Marine Corps Reserve may request transfer to the Fleet Reserve or Fleet Marine Corps
Reserve under 10 U.S.C. § 8330(d). In this section, service as a cadet or midshipman refers to service
as a cadet at the U.S. Military Academy, U.S. Air Force Academy, or U.S. Coast Guard Academy;
or service as a midshipman at the U.S. Naval Academy. This service is not creditable service for
any Officer.
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2.1.1. Prior to December 31, 1977, a member became eligible for transfer upon completion
of 19 years and 6 months of active service since that part of a year that is 6 months or more was
creditable as a whole year. If service is creditable to the member for such purpose before
December 31, 1977, then:

2.1.1.1. A completed minority enlistment of the member is counted as 4 years of
active service, and

2.1.1.2. An enlistment of the member terminated within 3 months before the end of
the term of enlistment is counted as active service for the full term.

2.1.2. On or after December 31, 1977, a member must complete a total of 20 years of active
service to be eligible for transfer to the Fleet Reserve or Fleet Marine Corps Reserve. For such
members, service creditable under subparagraph 2.1.1, which was not actually served by the
member, may not be counted in determining eligibility for transfer.

2.2  Service Creditable for Transfer to the Fleet Reserve or Fleet Marine Corps Reserve

The following service is creditable for transfer eligibility and percentage multiple purposes
if performed in an active duty (and active duty for training) status after August 9, 1956:

2.2.1. Service in the Army, Navy, Air Force, Marine Corps, and Coast Guard;

2.2.2. Service as an appointed or enlisted aviation cadet in the Navy Reserve or Marine
Corps Reserve; or

2.2.3. Service as a cadet or midshipman at a Service academy (this pertains to only the credit
for enlisted members transferring to the Fleet Reserve or Marine Corps Reserve). See Chapter 1,
paragraphs 3.2 and 3.3 for rules pertaining to cadet/midshipman credit for officers.

2.3 Service Not Creditable for Transfer to the Fleet Reserve or Fleet Marine Corps Reserve

The following service is not creditable for transfer eligibility and percentage multiple
purposes:

2.3.1. Service in the Philippine Constabulary;

2.3.2. Furlough without pay;

2.3.3. Inactive service as a member of a Reserve Component;

2.3.4. Inactive service while on the Temporary Disability Retired List; and

2.3.5. Time lost in excess of 1 day (24 consecutive hours) because of:
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2.3.5.1. Sickness due to misconduct (SKMC) before June 17, 1955, the Bureau of
Naval Personnel credited time lost due to SKMC for transfer purposes;

2.3.5.2. Nonperformance of duty before July 24, 1956, due to imprisonment because
of a general court-martial sentence and while under arrest awaiting trial and during trial that results
in conviction as finally approved,;

2.3.5.3. Nonperformance of duty after July 23, 1956, due to confinement under a
sentence by any court-martial, as finally approved, before, during, and after trial. If the member is
acquitted or sentence is set aside and charges dismissed, the period of confinement is not considered
time lost;

2.3.5.4. Absence while the member is in civil arrest (while in custody of civil
authorities), unless the member is acquitted or released without making restitution or reparation; or

2.3.5.5. Unauthorized absence, which includes absence without leave (AWOL),
absence over leave (AOL), and desertion (the latter of which previously was shown as AOL or
AWOL and now is shown as Unauthorized Absence).

2.4 Constructive Service

Constructive service is service for which credit is given although not actually performed.
Constructive service earned prior to December 31, 1977, is creditable as service for transfer
eligibility and percentage multiple purposes. Constructive service is not creditable for determining
basic pay rate upon which retainer pay is computed. No constructive service is creditable after
December 31, 1977.

2.4.1. Minority Enlistments. A minority enlistment is the enlistment of a male between the
age of 14 and 18 or female between the age of 18 and 21 who enlists with the consent of his or her
parents or guardians to serve in the Navy or Marine Corps until reaching the age of 21. (The Navy
policy is to accept members for enlistment at 17 years of age with written parental consent or
18 years of age without parental consent.) A completed minority enlistment, or a minority enlistment
which terminates within 3 months of the expiration date of the enlistment, is counted as 4 years of
active service when actual day-for-day service performed totals at least the period constituting the
member’s minority status upon enlistment, less 3 months. After December 31, 1977, time which is
not actually served by the member may not be counted.

2.4.2. Short-Term Enlistment. A short-term enlistment refers to an enlistment that is
terminated within 3 months before the end of the term of enlistment. This enlistment is counted as
active service for the full term when the actual day-for-day active service performed amounts to at
least the full term of the enlistment, less 3 months. After December 31, 1977, time which is not
actually served by the member may not be counted.
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2.4.3. Involuntary Extension. An involuntary extension is when an enlistment (including a
minority enlistment) is extended involuntarily for a specific period. Compute service based on the
constructive service principle for short-term enlistments, which applies equally for computing
service for transfer by the Bureau of Naval Personnel on and after March 15, 1966, and by the
Commandant of the Marine Corps on and after January 1, 1968.

2.4.4. Voluntary Extension. A voluntary extension is when the member agrees to serve
beyond the scheduled term, modify the original minority or term enlistment contract by increasing
the period agreed to by the member. The same rule established for crediting constructive service for
short-term enlistments applies for voluntary extensions.

2.4.5. Lost Time and Inactive Service. Before crediting constructive service for a period of
service, deduct any lost time and any inactive service from the member’s day-for-day service. After
these deductions, if the member is eligible to receive constructive service for the period of enlistment,
credit it. If, after deductions, the member is not eligible for constructive service for a period of
enlistment, give credit only for the actual day-for-day service. For the definition of lost time, see
Chapter 1, subparagraphs 3.9.1 and 3.9.2.

2.4.6. Waiver of Recoupment of Time Lost for Confinement. The circumstances under
which the Secretary concerned may waive recoupment of time lost for confinement are provided in
10 U.S.C. 8§ 972(c).

25 Conclusiveness of Transfer

All transfers of members to the Fleet Reserve or Fleet Marine Corps Reserve, when effected,
are conclusive for all purposes, except that the Chief of Naval Personnel or the Commandant of the
Marine Corps, acting for the Secretary of the Navy, may correct any error or omission in the
determination as to a member’s grade and years of creditable service. When such a correction is
made, the member is entitled, when not on active duty, to retainer pay based on the grade and number
of years of creditable service, as corrected, from the effective date of transfer.

3.0 SERVICE FOR BASIC PAY PURPOSES

The total service for basic pay purposes follows the same principle as service for percentage
multiple purposes. For an explanation of service creditable for basic pay purposes, see Volume 7A,
Chapter 1, section 2.0.

4.0 DATE OF TRANSFER
4.1 Effective Date of Transfer

Members are transferred to the Fleet Reserve and Fleet Marine Corps Reserve only by the
authority of, and on the date specified by, the Chief of Naval Personnel or the Commandant of the
Marine Corps. Commanding officers may defer transfers to the Fleet Reserve up to 30 days

beyond the date authorized when urgent operational commitments demand the member’s service.
Transfers to the Fleet Marine Corps Reserve may not be made on a date other than the date
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specified in the authority for release. The Commandant of the Marine Corps must authorize any
change in this date prior to the effective date of transfer. The date of transfer is the member’s last
day of active duty and the member is entitled to active duty pay and allowances for that date.

4.2 Application of Uniform Retirement Date Act

Since a transfer to the Fleet Reserve or Fleet Marine Corps Reserve is not considered a
retirement, the Uniform Retirement Date Act (URDA), 5 U.S.C. § 8301, does not apply. Once the
member has completed a total of 30 years of active service and is eligible for retirement, the
member’s date of retirement comes under the URDA. A transfer to the Fleet Reserve may be made
on any intermediate day of a month as approved by the Chief of Naval Personnel. Transfers to the
Fleet Marine Corps Reserve are made on the last day of the month except where transfer has been
requested on the effective date of an expiration of enlistment. Except in time of war or national
emergency, personnel transferred to the Fleet Marine Corps Reserve are released from active duty
on the date of such transfer, unless an order to the contrary is received.

4.3 Modification of “Not Earlier Than Date”

The Chief of Naval Personnel normally does not approve a requested change of authorized
date for transfer to the Fleet Reserve. In case of hardship, meritorious circumstances, or unusual
conditions, a member may submit a request for a change of authorized date for the transfer to the
Chief of Naval Personnel through the commanding officer and appropriate personnel distribution.
If an earlier date of transfer is requested, the commanding officer’s endorsement must state whether
the member’s services can be spared. If approved, the Chief of Naval Personnel issues a message to
the commanding officer and sends a copy to the Defense Finance and Accounting
Service-Cleveland, Retired and Annuitant Pay.

4.4 Effective Date of Retainer Pay

Members transferred to the Fleet Reserve and Fleet Marine Corps Reserve receive “retainer”
pay versus “retired” pay, as they are considered to have their services retained for possible use. A
member becomes entitled to retainer pay starting on the day after the effective date of transfer to the
Fleet Reserve or Fleet Marine Corps Reserve.

45  Retainer Pay Effective on the First Day of New Active Duty Pay Rates

4.5.1. When a member is transferred to the Fleet Reserve or Fleet Marine Corps Reserve,
compute retainer pay using the rate of active-duty pay received at the time of transfer. For example,
if a member is transferred on December 31, 1991, with retainer pay effective on January 1, 1992,
compute the member’s retainer pay using the January 1, 1991, active-duty pay rates. If a member
transferred on January 1, 1992, with retainer pay effective on January 2, 1992, compute retainer pay
using the January 1, 1992, active-duty pay rates.
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4.5.2. If amember of the Fleet Reserve or Fleet Marine Corps Reserve first became entitled
to a monthly retainer pay on or after January 1, 1971, that pay may not be less than the monthly
retainer pay to which the member would be entitled if he or she had become entitled to retainer pay
at an earlier date. Adjust this monthly retainer pay to reflect any applicable increase in such pay
under 10 U.S.C. § 1401a(f). In computing the amount of retainer pay to which the member would
have been entitled on that earlier date, base the computation, subject to 10 U.S.C. § 1401a(f), on the
member’s grade, length of service, and the rate of basic pay applicable at that time. This
subparagraph does not authorize any increase in the monthly retainer pay to which a member was
entitled for any period before October 7, 1975.

5.0 RANK AND GRADE

A member transferred to the Fleet Reserve or Fleet Marine Corps Reserve has retainer pay
computed based on the pay grade in which serving on the date of transfer.

51  Pay Grade

A member who served as a temporary officer but holds permanent enlisted status will revert
to a permanent enlisted pay grade upon transfer to the Fleet Reserve or Fleet Marine Corps Reserve.

5.2  Retainer Pay

A member who has served as the Master Chief Petty Officer of the Navy or as Sergeant
Major of the Marine Corps is entitled to retainer pay at the highest basic pay rate to which the
member was entitled while so serving, if that rate is higher.
6.0 GROSS PAY COMPUTATION
6.1  Computation

See Chapter 3, section 2.0 for basic computation.

6.2  Extraordinary Heroism

See Chapter 1, section 8.0 for guidance. See Chapter 3, subparagraph 2.3.3 and Chapter 3,
paragraph 5.6 for computation rules.

6.3  Good Conduct (Markings)

For members retired and being paid under laws in effect before October 1, 1949, a 10 percent
credit for good conduct may apply. To qualify for this credit, a member must have been retired
under the specific citation that contains the authority for this increase, and the member’s average
marks for conduct for 20 or more years must not have been less than 95 percent of the maximum.
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6.3.1. Section 203 of the Naval Reserve Act of 1938, which authorized the 10 percent “good
conduct” increase added to retired pay of enlisted members of the Coast Guard who retire from the
Coast Guard after 20 years of service, was repealed by Public Law 88-114, dated September 6, 1963.

6.3.2. The saving provision of Public Law 88-114 retained the 10 percent increase for
members on active duty with the Coast Guard on or before September 6, 1963. The provision may
apply to retired enlisted members of the Coast Guard who served on active duty in the Regular Coast
Guard on or before September 6, 1963. Members who served in the Regular Coast Guard before
September 6, 1963, but who were not serving in the Coast Guard on September 6, 1963, and who
later retired from the Coast Guard, are entitled to the 10 percent good conduct increase, if otherwise
qualified.

6.4  Insular Force

Members of the Insular Force were eligible for transfer to the Fleet Reserve or to the retired
list. The Insular Force is no longer maintained as a continuing part of the Navy. See Chapter 1,
paragraph 7.2 for guidance.
7.0 PAYMENT DATE

See Chapter 1, section 9.0.
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CHAPTER 3

GROSS PAY COMPUTATION

1.0 GENERAL
11 Purpose

This chapter establishes the standard way of computing basic retired pay, which includes
the application of saved pay, impact of the Tower Amendment, impact of other special provisions
related to retired pay, and calculations and payment of a lump sum of retired pay. This update
introduces guidance for the Modernized Retirement System, known as the Blended Retirement
System (BRS). BRS is authorized by the Fiscal Year (FY) 2016 National Defense Authorization
Act (NDAA), Public Law (P.L.) 114-92, sections 631 through 635. BRS was further modified in
the FY 2017 NDAA, P.L. 114-328, sections 631 through 633 and FY 2018 NDAA, P.L. 115-91,
section 622. BRS became effective January 1, 2018. Unless specifically stated in P.L. 114-92,
P.L. 114-328, or P.L. 115-91, all existing provisions in statute, regulation, and policy related to
retired pay, retainer pay, and survivor benefits remain in effect under the BRS.

1.2 Authoritative Guidance

The pay policies and requirements established by DoD in this chapter are derived primarily
from, and prepared in accordance with, the United States Code (U.S.C.), including Titles 10, 37,
and 38. Due to the subject matter in this chapter, the list of authoritative sources is extensive. The
specific statutes, regulations, and other applicable guidance that govern each individual section are
listed in a reference section at the end of the chapter.

2.0 BASIC COMPUTATION
2.1 Overview

In most cases, retired or retainer pay is the product of multiplying the retired pay base by
the years of service multiplier. In some military disability retirement cases, retired pay is the
product of multiplying the retired pay base by the percentage of disability determined by the

military service.

2.1.1. Retired Pay Base. The retired pay base is determined by using the active-duty basic
pay entitlement of the member.

2.1.1.1. Pre-September 8, 1980 Member. For individuals who first became
members before September 8, 1980, the retired or retainer pay base is the basic pay of the member
on the day before retirement. See paragraphs 2.2 through 2.6 for exceptions.

2.1.1.2. Post-September 7, 1980 Member. For individuals who first became
members after September 7, 1980, the retired or retainer pay base is the average of the highest
36 months of basic pay received.
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2.1.1.2.1. The retired pay base for a member with 36 or more months of
active service is the average monthly basic pay the member received over their highest earning
36 months. In the case of a Reserve component member, this is the total amount of basic pay to
which the member was entitled during the member’s high 36 months or to which the member
would have been entitled if the member had served on “active duty” during the entire period of the
member or former member’s high 36 months. Only months during which the individual was a
member of a uniformed service may be used. Starting with the highest rate of pay, add together
the monthly basic pay amounts until the total number of months equals 36 months. Divide the
total pay derived from the sum of months by 36, and round to the nearest cent to obtain the retired
pay base applicable to the member. Any lost time the member had is not to be included in the
computation.

2.1.1.2.2. The retired pay base for a member with less than 36 months of
active service is the member’s basic pay for the entire period of the member’s active service added
together divided by the number of months (including any fractions thereof) of the member’s active
service. In the case of a Reserve component member, this is the total amount of basic pay to which
the member was entitled or to which the member would have been entitled if the member had
served on active duty during the entire period before being retired. Divide the total pay by the
total time expressed as months and days, count days that are less than 30 as 1/30th of a month.
Round the result to the nearest cent.

2.1.1.2.3. A full month served counts as 1 month regardless of any
interruption by a pay rate change and regardless of the number of days in that month. Service for
an entire calendar month at a single rate of basic pay counts as 1 month under that rate of basic
pay, regardless of the number of days in the month, i.e., 28, 29, 30, or 31 days. For a calendar
month that has multiple rates of basic pay, compute service for an entire calendar month, for the
number of days paid at each rate. For example, if a member has a longevity pay increase effective
February 11, the old rate is applicable for 10 days and the new rate is applicable for 20 days
(regardless of leap year). If a month has 31 days, ignore the 31st. For example, if the member has
a longevity pay increase effective August 11, the old rate is applicable for 10 days and the new
rate is applicable for 20 days. Allocate the computation of pay for a 30-day month in a
straightforward manner.

2.1.1.2.4. When a member serves less than a full month, count only the
number of days actually paid so that each total of 30 days equals 1 month. If a member serves less
than a full month and one or more rates of basic pay apply, compute each rate as applicable for the
number of days paid to the member at that rate. For example, assume the member had a break in
service and returned to active duty on February 8, but has a longevity increase effective
February 11. When a member serves through the end of February, consider the month to have
30 days. This member receives 3 days at one rate and 20 days at the new rate or 23 days of pay.
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Example: A member receives monthly basic pay of $17,658.30 over 14 months
and 11 days:
$17,658.30 = $17,658.30 =$1,229.12 Retired Pay Base
14 months + 11 days 14.36667

$1,229.12 Retired Pay Base
X % Retired Pay Multiplier
= $x,xxx.xx  Retired Pay Rounded

2.1.1.3. Consider an individual to have first become a member of a uniformed
service when that individual is first appointed or is enlisted in the uniformed services. A member
who first enlists under the delayed entry program; in a Reserve Component as part of the Senior
Reserve Officers’ Training Corps (ROTC) or ROTC Financial Assistance programs; as a student
at the Uniformed Services University of Health Sciences; or as a participant in the Armed Forces
Health Professions Scholarship Program, is considered to have first become a member on the date
of enlistment or entry into those programs.

Example 1: A member who first enlists before September 8, 1980, under the
delayed entry program; in a Reserve Component as part of the Senior Reserve
Officers” Training Corps (ROTC) or ROTC Financial Assistance programs; as a
student at the Uniformed Services University of Health Sciences; or as a participant
in the Armed Forces Health Professions Scholarship Program, is considered to have
first become a member before September 8, 1980.

Example 2: A member who first enlists before January 1, 2018, under the delayed
entry program; in a Reserve Component as part of the Senior ROTC or ROTC
Financial Assistance programs; as a student at the Uniformed Services University
of Health Sciences; or as a participant in the Armed Forces Health Professions
Scholarship Program, is considered to have first become a member before
January 1, 2018.

2.1.1.4. The Defense Finance and Accounting Service (DFAS) may use a saved
pay rate under the provisions of the Tower Amendment to compute retired pay when it is to the
member’s advantage. See paragraph 4.1 for eligibility. The Tower Amendment authorizes the
use of the basic pay rates in effect on the day before the effective date of the rates of monthly basic
pay on which the member’s retired pay would otherwise be based.

2.1.2. Retired Pay Multiplier

2.1.2.1. In computing retired or retainer pay, other than for disability or
non-regular service retirement, the retired pay or retainer pay multiplier is the product of the
applicable percentage and the member’s years of creditable service. The percentage varies
according to the member’s retirement program. See Table 3-4 (pre-BRS - 2.5 percent) and
Table 3-5 (BRS - 2.0 percent). The term *“years of creditable service” means the number of years
of service that are creditable to a member in computing the member’s retired or retainer pay,
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including credit for each full month of service in addition to full years of service. See Chapter 1,
section 4.0 for determining creditable years of service for computing retired pay.

2.1.2.1.1. Pre-January 1, 1980 Member. The retired pay or retainer pay
multiplier for a member with a Date of Initial Entry into Military Service (DIEMS) before
January 1, 1980, is the product of 2.5 percent and the member’s years of creditable service unless
that member elected to enroll in the BRS.

2.1.2.1.2. Post-January 1, 1980 Member. The retired pay or retainer pay
multiplier for a member with a DIEMS on or after January 1, 1980, is the product of 2.5 percent
and the member’s years of creditable service, unless that member accepted the Career Status Bonus
(CSB) or elected to enroll in the BRS.

2.1.2.2. The retired pay or retainer pay multiplier for a regular member with a
DIEMS on or after August 1, 1986, but before January 1, 2018, who has accepted the CSB and
who retires with less than 30 years of creditable service is:

2.1.2.2.1. The product of 2.5percent times the member’s years of
creditable service;

2.1.2.2.2. Minus 1 percentage point for each full year of creditable service
less than 30; and

2.1.2.2.3. One twelfth of 1 percentage point for each full month of
creditable service less than a full year.

NOTE: See subparagraph 2.10.2 for the restoring of retired pay at age 62.

2.1.2.3. The retired pay or retainer pay multiplier for a member with a DIEMS on
or after January 1, 2018, or a member with a DIEMS before January 1, 2018, who elected to enroll
in the BRS, is 2 percent times the years of creditable service.

2.1.2.3.1. For a regular retirement under the BRS, the years of service
multiplier is determined by multiplying 2 percent times the member’s years of creditable service,
as computed in accordance with Title 10, U.S.C. 8 1405. The term “years of creditable service”
means the number of years of service that are creditable to a member in computing the member’s
retired or retainer pay, including credit for each full month of service in addition to full years of
service.

2.1.2.3.2. For a non-regular retirement under the BRS, the years of service
multiplier is determined by multiplying 2 percent times the years of service credited for percentage
purposes. In accordance with DoD Instruction (DoDI) 1215.07, as determined under
10 U.S.C. § 12733, the formula for converting retirement points into years of service credited for
percentage purposes is total number of retirement points divided by 360.
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2.1.2.3.3. For a disability retirement wunder the provisions of
10 U.S.C., Chapter 61, the years of service multiplier is determined by multiplying 2 percent times
the member’s years of creditable service, as computed in accordance with 10 U.S.C. § 1208.
However, a member may elect to receive retired pay equal to their retired base pay multiplied by
the member’s rated percent of disability in accordance with 10 U.S.C. § 1401. All other provisions
of 10 U.S.C., Chapter 61 apply.

2.1.2.4. If retired before January 1, 2007, the retired pay or retainer pay multiplier
is limited to 75 percent for a member with more than 30 years of creditable service. If retired after
December 31, 2006, for other than disability, there is no restriction on the retired pay multiplier.

2.2  Disability Retirement (Table 3-1, Rules 1 and 2)

2.2.1. The retired pay base pay for a disability retirement is determined based on when a
member entered service.

2.2.1.1. Pre-September 8, 1980. For a member who entered service before
September 8, 1980, the retired pay base is the monthly basic pay of the grade or rank in which the
member was serving when placed on the Temporary Disability Retired List (TDRL), or the highest
temporary grade or rank in which the member served satisfactorily or to which the member was
entitled on the day before retirement or placement on the TDRL, whichever is the higher.

2.2.1.2. Post-September 7, 1980. For a member who entered service after
September 7, 1980, the retired pay base is determined as prescribed in subparagraph 2.1.1.2.

2.2.2. The retired pay multiplier for a disability retirement is determined as follows:

2.2.2.1. A member permanently retired for disability receives retired pay that is
equal to the retired pay base under Table 3-1, Rule 1, multiplied by the member’s election of either:

2.2.2.1.1. The applicable percentage described in subparagraph 2.1.2.3.3
times the years of service credited for percentage purposes under 10 U.S.C. § 1208, except as
provided in subparagraph 2.2.3;

2.2.2.1.2. Percentage of disability, not to exceed 75 percent, on date retired;

2.2.2.1.3. The retired pay multiplier may not exceed 75 percent for a
member with 30 or more years of service, retiring on or before January 7, 2011. The retired pay
multiplier is not limited for members with 30 or more years of service who retire on or after
January 8, 2011; or

2.2.2.1.4. The retired pay multiplier is 2 percent times the years credited
for percentage purposes under 10 U.S.C. § 1208, for a member who was enrolled in BRS or the
percentage of disability, not to exceed 75 percent, on date retired for those who elected to enroll
in the BRS.
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2.2.2.2. A member placed on the TDRL receives retired pay that is equal to the
retired pay base under Table 3-1, Rule 2, multiplied by the member’s election of either:

2.2.2.2.1. The applicable percentage described in subparagraph 2.1.2 times
the years of service credited for percentage purposes under 10 U.S.C. § 1208; or,

2.2.2.2.2. Percentage of disability, not to exceed 75 percent, on the date
when the military department concerned places the member’s name on the TDRL.

2.2.2.2.3. If neither multiplier as described under subparagraphs 2.2.2.2.1
and 2.2.2.2.2 is at least 50 percent, DFAS will pay a minimum of 50 percent of the retired pay base
while the member is on the TDRL.

2.2.2.2.4. For amember placed on the TDRL on or before January 7, 2011,
the retired pay multiplier may not exceed 75 percent. The retired pay multiplier is not limited for
members with 30 or more years of service who retire on or after January 8, 2011.

2.2.3. If a member is retired for disability and is eligible under another provision of law,
follow the rule in Table 3-1 applicable to the section of law that is more advantageous to the
member. Note, however, for a non-regular member who is retired for disability and becomes
entitled to immediate retired pay under Chapter 61 before eligibility age, the retired pay may not
be recomputed at eligibility age (usually age 60) based on 10 U.S.C. § 12731. To be entitled to
retired pay for non-regular service under 10 U.S.C. § 12731, a member must “not be entitled under
any other provision of law, to retired pay from an armed force.” See 10 U.S.C. § 12731.

2.2.4. DoD will compute creditable service for disability retirees under 10 U.S.C. 8 1208.
DoD will not apply CSB reduction factors when computing retired pay for disability retirees.

2.3 Voluntary Retirement (Table 3-1, Rules 3 through 8)

2.3.1. The retired or retainer pay base pay for a voluntary retirement is determined based
on when a member entered service.

2.3.1.1. Pre-September 8, 1980. For a member who entered service before
September 8, 1980, the retired or retainer pay base is the monthly basic pay rate applicable on the
date of the member’s retirement for the grade or rank in which the member was retired or to which
the member advances on the retired list. Compute the retired pay base as shown in Table 3-1,
Rules 3 through 8.

2.3.1.1.1. A Reserve enlisted member, who is retired in the highest enlisted
grade satisfactorily held on active duty (or in which the member served on full-time National
Guard duty satisfactorily) after being administratively reduced in grade not as the result of the
member’s misconduct, may use the basic pay rate of the retired grade.
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2.3.1.1.2. For Army and Air Force Reserve enlisted personnel, the basic
pay applicable on the member’s date of retirement for the retired grade is the retired pay base, in
lieu of the retired pay base under 10 U.S.C. § 1406(c) or (e).

2.3.1.1.3. For Navy and Marine Corps Reserve enlisted personnel
transferred to the Fleet Reserve/Fleet Marine Corps Reserve (FR/FMCR) in the highest grade
satisfactorily held on active duty after being administratively reduced in grade not as the result of
the member’s misconduct, use the basic pay rate of the grade in which the member transferred for
the retired or retainer pay base. This subparagraph applies to the member who entered a uniformed
service before September 8, 1980 and who retired (or transferred to the FR/FMCR) after
September 30, 1996.

2.3.1.1.4. For warrant officers, compute the retired pay base on the monthly
basic pay to which the member would be entitled if serving on active duty in the retired grade on
the day before retirement. If the member, however, is entitled to a higher rate of pay using any
other warrant officer grade satisfactorily held by the member on active duty, retired pay may be
computed using the basic pay for that warrant officer grade.

2.3.1.2. Post-September 7, 1980. For a member who entered service after
September 7, 1980, the retired pay base is determined as prescribed in subparagraphs 2.1.1.2.1 and
2.1.1.2.2.

2.3.1.2.1. An Army or Air Force enlisted member with less than 30 years
of service who is retired under 10 U.S.C. § 7314 or 10 U.S.C. § 9314 will have the retired pay base
computed using only the rates of basic pay for months of active duty as an enlisted member.

2.3.1.2.2. A Navy and Marine Corps enlisted member who is transferred to
the FR/FMCR in accordance with 10 U.S.C. § 8330 will have the retired pay base computed using
only the rates of basic pay for months of active duty as an enlisted member.

2.3.2. The retired or retainer pay multiplier for a voluntary retirement is determined in
accordance with subparagraph 2.1.2.

2.3.2.1. For service credited for percentage purposes of enlisted members, see
Chapter 1, paragraph 4.2.

2.3.2.2. For service credited for percentage purposes of commissioned officers, see
Chapter 1, paragraph 4.3.

2.3.2.3. For service credited for percentage purposes of warrant officers, see
Chapter 1.

2.3.2.4. The retired pay multiplier for a member who enters a uniformed service
after July 31, 1986, and who has accepted the CSB, is determined under subparagraph 2.1.2.2.
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2.3.2.5. See paragraph 2.11 for retired pay computation for a member retired under
the Temporary Early Retirement (TERA).

2.3.3. DFAS may increase retired or retainer pay by 10 percent of retired pay for
extraordinary heroism in the line of duty. See paragraph 5.6.

2.4 Involuntarily Retirement (Table 3-1, Rules 9 through 12)
2.4.1. The retired pay base pay for a mandatory retirement is determined as follows:

2.4.1.1. For a member who entered service before September 8, 1980, the retired
pay base is the basic pay rate of member’s grade that is applicable on member’s date of retirement.
Do not use the grade of brigadier general if the member was a permanent professor at a military
academy and was conferred such a title upon retirement. If a warrant officer is entitled to a higher
rate of pay, using any other warrant officer grade satisfactorily held by the member on active duty,
retired pay may be computed using the basic pay for that warrant officer grade.

2.4.1.2. For amember who entered service after September 7, 1980, the retired pay
base is determined as prescribed in subparagraph 2.1.1.

2.4.2. The retired pay multiplier for a mandatory retirement is determined in accordance
with subparagraph 2.1.2.

2.4.2.1. For service credited for percentage purposes of Army and Air Force
retirees, see Chapter 1.

2.4.2.2. For service credited for percentage purposes of Navy and Marine Corps
retirees, see Chapter 1.

2.4.2.3. The retired pay multiplier for a member who enters a uniformed service
after July 31, 1986, and who has accepted the CSB, is determined under subparagraph 2.1.2.2.

2.5  Reservist (Meets Age and Service Requirements) (Table 3-1, Rule 13)
2.5.1. The retired pay base pay for a non-regular retirement is determined as follows:

2.5.1.1. For a member who entered service before September 8, 1980, the retired
pay base is the monthly basic pay at the rate applicable on the date granted retired pay, at the
highest grade held satisfactorily at any time in the Armed Forces.

2.5.1.2. For amember who entered service after September 7, 1980, the retired pay
base is determined as prescribed in subparagraph 2.1.1.2. The high-36 months of such a member
are the 36 months for which the pay was the highest, whether or not consecutive, out of all the
months before the member became entitled to retired pay or would have become entitled to retired
pay. This will generally be the 36 months immediately preceding receipt of retired pay even
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though the member may not have been in an active status during such time. However, DFAS may
only use months during which the individual was a member of a uniformed service for this purpose.

2.5.1.3. Non-regular members who, after completing 20 years of service computed
under 10 U.S.C. § 12732, elect to be discharged to civilian status (awaiting pay at eligibility age)
are former members. The high-36 months of such a member would only include the months prior
the discharge.

2.5.2. The retired pay multiplier for a non-regular retirement is determined by multiplying
the applicable percentage in accordance with subparagraph 2.1.2 times the years of service credited
for percentage purposes. See Chapter 1 for service credited for percentage purposes.

NOTE: Pursuant to 10 U.S.C. § 12733, the formula for converting retirement points into
percentage years is the total number of retirement points divided by 360. Carry the result to three
decimal places; round to two decimal places. Example: 4,735 retirement points divided by 360
equals 13.152 years or 13.15 years for percentage purposes.

2.5.3 For non-regular members who were previously retired for disability and became
entitled to immediate retired pay under Chapter 61, see subparagraph 2.2.3.

2.6 Fleet Reserve/Fleet Marine Corps Reserve (FR/FMCR) Transfer (Table 3-1, Rule 14)

When not on active duty, a member transferred to the FR/FMCR is entitled to retainer pay
computed by multiplying the retainer pay base times the applicable percentage in accordance with
subparagraph 2.1.2 times the years of service credited for percentage purposes. In lieu of the
retainer pay base computed in accordance with 10 U.S.C. § 1406(d), a Reserve enlisted member
may use the monthly basic pay for the highest enlisted grade in which the member served
satisfactorily, as determined by the Secretary of the Navy. This paragraph applies to an individual
who first became a member of the uniformed service before September 8, 1980, and who at the
time of transfer is serving on active duty in a grade lower than the highest enlisted grade held by
the member while on active duty not as a result of the member’s misconduct.

2.6.1. Pre-September 8, 1980 Member. The retainer pay base is the basic pay that the
member received at the time of transfer to the FR/FMCR. The retainer pay base is multiplied by
the applicable percentage in accordance with subparagraph 2.1.2 times the number of years of
active service (as adjusted in subparagraph 2.1.1) in the Armed Forces.

2.6.2. Post-September 7, 1980 Member. The retainer pay base is the person’s high-three
average. The high-three average is the total amount of monthly basic pay for the highest 36 months
of member’s active service, whether or not consecutive, divided by 36. When a member transfers
to the FR/FMCR with less than 30 years of service, DFAS computes the high-36 average using
only rates of basic pay applicable to months of active duty as an enlisted member.
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2.7  Historical Pay Computations

2.7.1. The laws that governed the computation of retainer pay for a member transferred to
the FR/FMCR from its inception in 1916, through June 30, 1938, are of no value since assimilated
in the Naval Reserve Act of 1938, effective July 1, 1938. Therefore, the earlier computations are
not included since they were restated effective July 1,1938. See Table 3-2 for the pay
computations.

2.7.2. A member transferred to the FR/FMCR was administratively placed in a class to
differentiate between laws and conditions governing the computation of these pay entitlements.
The following classes are applicable to these members:

COMPONENT CODE APPLICABLE TO
FR/IFMCR F-4c Member who is in the Naval service on July 1, 1925, and
1-b later transferred to the FR/FMCR after completion of
16 years but less than 20 years of active service.
FR/IFMCR F-4d Member who was in the Naval service on July 1, 1925,
1-c and later transferred to the FR/FMCR after completion of
20 years but less than 30 years of active service.
FR/IFMCR F-5 Member who first enlisted in the Naval service after
H-1 July 1, 1925, and later transferred to the FR/FMCR

before August 10, 1946, after completion of 20 years but
less than 30 years of active service.

FR/IFMCR F-6 Member who first enlisted in the Naval service after
1-d July 1, 1925, and later transferred to the FR/FMCR on or
after August 10, 1946, after completion of 20 years but

less than 30 years of active service.

2.7.3. Longevity is the length of service performed by each member.

2.7.3.1. Before October 1, 1949, longevity pay was a significant factor in
computing retainer pay. Certain pay laws contained provisions for computing longevity pay based
on the member’s length of service. During this period, base pay and longevity fit into the
framework of pay formulas to arrive at retainer pay. The computation for the longevity pay
changed several times before being superseded by basic pay. The various computations and the
periods applicable are:

2.7.3.1.1. Until May 31, 1942, for Navy members, the computation was
10 percent of base pay for the first increment of 4 years of Naval service, plus 5 percent of base
pay for each 4-year increment thereafter, not to exceed 16 years, or 25 percent. For example, a
member who served 18 years; on transfer to the FR, the longevity pay credit computed as:
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2.7.3.1.1.1. 10 percent — 4 years;
2.7.3.1.1.2. 5 percent — 4 years;
2.7.3.1.1.3. 5 percent — 4 years;
2.7.3.1.1.4. 5 percent — 4 years; and
2.7.3.1.1.5. 0 percent — 4 years.

2.7.3.1.2. From June 1, 1942 to September 30, 1949, the computation was
5 percent of base pay for each 3 years of service up to 30 years; a maximum of 50 percent.

2.7.3.2. On October 1, 1949, when basic pay became an important factor,
longevity pay was not computed separately but was included in the rate of basic pay.

2.7.3.2.1. A member who transferred to the FR/FMCR on or after
October 1, 1949, was required to elect the formula under which DFAS would compute their pay.
The two formulas were the fractional (under which a member would receive one third or one-half
of base pay) and the percentage (2.5 percent times years of active Federal service times basic pay).
The authorization for transfer to the FR indicates such election.

2.7.3.2.2. Under P.L. 1028, effective August 10, 1956, a member who
transfers to the FR/FMCR receives retainer pay computed on the formula included in the
codification of the military pay laws under Title 10 U.S.C. The prior computations were still in
effect for the members to whom they applied. A member who enters a uniformed service before
September 8, 1980, receives retainer pay computed under this formula.

2.7.3.2.3. A member who enters the uniformed service after
September 7, 1980, receives retainer pay under the formula codified in 1956, except the retainer
pay base is used instead of a monthly basic pay rate.
2.8 Service Credit Rounding of Months

For percentage purposes in computing retired or retainer pay:

2.8.1. A member who retired before January 1, 1982, receives credit for any fractional part
of a year that is 6 months or more as an additional year. Disregard any portion of a year that is
less than 6 months. See Table 3-3. This applies to any member who, before January 1, 1982:

2.8.1.1. Applied for retirement;
2.8.1.2. Applied for transfer to the FR/IFMCR;

2.8.1.3. Was being processed for retirement under the provisions of
10 U.S.C., Chapter 61; or
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2.8.1.4. Was on the TDRL and thereafter retired under the provisions of
10 U.S.C. § 1210(c) or (d).

2.8.2. Unless covered by subparagraph 2.1.1, a member who became entitled to retired or
retainer pay January 1, 1982 through September 30, 1983, inclusive, received credit on a
month-by-month basis for each full month served of 6 months or more. Disregard any fraction of
a year less than 6 months. See Table 3-3.

2.8.3. A member who became entitled to retired or retainer pay on or after
October 1, 1983, receives credit for each full month served. Disregard less than full months. See
Table 3-4.

NOTE: If amember retires October 1, 1983 or later and the member is entitled to retired pay under
10 U.S.C. § 1401a(f) using a hypothetical retirement date which is before January 1, 1982, service
credit of 6 months or more was rounded to a full year. However, funding limitations each FY
prohibited payment for months in excess of whole months actually served until permanent
codification was effective July 1, 1986.

2.8.4. In calculating the percentage factor under subparagraphs 2.8.2 or 2.8.3, round the
percent to the nearest 1/100 of 1 percentage point. For example, 20 years, 7 months (20.58 years)
time’s 2.5 percent equals 51.45 percent. See Table 3-4. This rounding method will also be used
if the member is entitled to retired pay computed under the saved pay provision in paragraph 3.3
or under 10 U.S.C. § 1401a(f) in section 4.0.

2.9  Rounding Retired Pay

Under P.L. 98-94, the 1984 DoD Authorization Act, round the monthly retired or retainer
pay entitlement as initially computed and as subsequently adjusted.

2.9.1. Effective October 1, 1983, the initial computation of gross retired pay, if not a
multiple of $1, round down to the next lower multiple of $1. Make all further reductions,
deductions, withholdings, and allotments from this rounded figure. When retired pay is
subsequently increased under 10 U.S.C. § 1401a by cost-of-living adjustment (COLA), the retired
or retainer pay, if not a multiple of $1, is rounded down to the next lower multiple of $1.

2.9.2. The retired or retainer pay for a member already retired on September 30, 1983, was
not rounded until the next COLA, December 1, 1984. If not a multiple of $1, round the retired or
retainer pay to the next lower multiple of $1. The same rounding procedure applies to all
subsequent COLA.

2.10  Special Computations for Career Status Bonus With Reduced Retirement (CSB/REDUX)
2.10.1. Except for disability retirees, the retired pay or retainer pay multiplier of members

who elected the CSB with REDUX retirement will be reduced 1 percentage point for each full year
of creditable service less than 30 and 1/12th of 1 percent for each full month of creditable service
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less than a full year. Note: The CSB reduction factors in this subparagraph will not apply to
members who are retired for disability under Chapter 61 of the U.S. Code.

2.10.2. Effective on the first day of the month following the member’s 62nd birthday,
DFAS will recompute the retired pay of members who elected the CSB with REDUX to equal the
amount of retired pay to which the member would have been entitled on that date if the member
had not taken the CSB with REDUX retirement and had no reduction in their multiplier or COLA.
Following the restoration discussed in the preceding sentence, DFAS will continue to apply the
annual COLA reduction to the member’s retired pay each year throughout the member’s
retirement.

2.10.3. Members who elected the CSB/REDUX retirement and accepted early retirement
under the TERA program will have their retired pay recomputed as discussed in subparagraph
2.10.1; however, they will be subject to the TERA reduction factor from Table 3-6 for the entirety
of their retirement with no restoration of that reduction at age 62 or at any other time.

2.11 Temporary Early Retirement Authority (TERA)

The TERA legislation provided the Secretary of Defense a temporary additional force
management tool with which to affect the drawdown of military forces from October 23, 1992
through September 1, 2002. Congress amended that legislation and reinstated certain TERA
provisions for the period beginning December 31, 2011 and ending on December 31, 2025. DFAS
will compute the basic TERA retired pay entitlement for members of the Army, Navy, Marine
Corps and Air Force as described in this paragraph.

2.11.1. Computation of Retired Pay. DFAS will multiply the applicable reduction factor
from Table 3-6 to compute the amount of retired pay otherwise prescribed for a retiring member
using years of creditable service, high-36-month average basic pay, and the applicable retired pay
percentage factor. The resulting reduced amount of retired pay, if not a multiple of $1, round to
the next lower multiple of $1. This rounded amount is the initial gross monthly retired pay
entitlement.

2.11.2. Reduction Factor. To determine the appropriate reduction factor from Table 3-6,
take the difference between 240 months (20-year career) and the number of months of active
service as of the date of the member’s retirement or transfer to the FR/FMCR under TERA.

2.11.2.1. Round up to the next whole month any portion of a month of active
service in excess of a whole month. For example, round up the total active service of 15 years,
7 months, and 13 days to 15 years, 8 months. Then compute the reduction factor based on 15 years
and 8 months as: (15 x 12) + 8 = 188 months and the applicable reduction factor corresponds to
the Table 3-6 entry for 240 less 188 or 52 months. The applicable reduction factor for 52 months
from Table 3-6 is .95667.

NOTE: In computing the retired pay, disregard the 13 days in excess of 187 months of service.

Compute retired pay based on 187 months. The rounding up is applied only to determine the
TERA reduction factor.
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2.11.2.2. As an example, the retired pay for a member retired under TERA as an
E-7, with 15 years, 7 months, 13 days of creditable service and a high-36-month average basic pay
of $3,783.50 would be computed as follows:

RPB x ((AS + MO) x RPF) x TRF =

$3,783.50 x ((187 + 12) x .025) x .95667 =

$3,783.50 x (15.5833 x.025) x .95667 =

$3,783.50 x .3896 x .95667 = $1,410.18 (round down to $1,410.00)

RPB - Retired Pay Base (i.e., high-36-month average basic pay)
AS - Active Service (in months)

MO - Months in a year

RPF - Retired Pay Percentage Factor

TRF - TERA Reduction Factor (Table 3-6)

2.11.3. TERA Computation Modified for CSB/REDUX. DFAS must modify the basic
TERA retired pay entitlement if a member has elected to receive a CSB and is subject to the
REDUX retirement plan. In such case, the normal retired pay multiplier must first be reduced by
1/12™ of 1 percentage point for each month that the member’s creditable service is less than
30 years (360 months) under the REDUX computation before the application of the TERA
reduction factor from Table 3-6.

Using the example in subparagraph 2.11.2.2, compute the TERA retired pay for a member who
has elected to receive a CSB as follows:

RPB x ((AS + MO) x RPF) — (((360 — AS) + MO) xRRF)) x TRF =
$3,783.50 x (187 + 12) x .025) — (((360 — 187) + 12) x .01)) x .95667 =
$3,783.50 x ((15.5833 x.025) — (173 + 12) x .01)) x .95667 =
$3,783.50 x (.3896 — (14.42 x .01)) x .95667 =

$3,783.50 x (.3896 — .1442) x .95667 =

$3,783.50 x .2454 x .95667 = $888.24 (round down to $888.00)

RPB - Retired Pay Base

AS - Active Service (in months)

MO - Months in a year

RPF - Retired Pay Percentage Factor

360 - 30 Years (360 months)

RRF - REDUX Reduction Factor (1%)
TRF - TERA Reduction Factor (Table 3-6)

NOTE: The amount determined in subparagraph 2.11.3 will be increased by the annual COLA as
determined for other members who have elected the CSB and REDUX retirement. This will result
in a COLA that is reduced by 1 percentage point whenever the standard military retirement COLA
is greater than 1 percent and the same COLA whenever the standard is 1 percent or less.
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2.11.4. Unlike the prior TERA eligibility period from 1992 through 2002, under the new
TERA authority, commencing on December 31, 2011, members may not earn additional credit for
purposes of re-computing retired pay for any employment by a public service or community
service organization.

2.11.5. Persons retired under the TERA provisions have all the same entitlement rights,
privileges, and responsibilities of participation in the Survivor Benefit Plan (SBP), as retired
members of their respective branch of service.

2.11.5.1. Full coverage under SBP means coverage on the amount of retired pay
computed in subparagraph 2.11.1 which is the initial computation of TERA retired pay as reduced
by the applicable reduction factor from Table 3-6.

2.11.5.2. For a CSB/REDUX member, the base amount for full SBP coverage is
the amount computed using the TERA formula in subparagraph 2.11.1 including the reduction
from Table 3-6. The SBP full base amount for a CSB recipient does not include the REDUX
retirement reduction in subparagraph 2.11.3. If the member elects a reduced base amount, with
spouse concurrence, at the time of retirement, even if based on the REDUX re-computation in
subparagraph 2.10.3, no increase will be made in that base amount as a result of the re-computation
at age 62 other than an increase to restore the elected base amount to what would have been in
effect had full COLAs been in effect. No increase will be made in that base amount as a result of
the re-computation at age 62 for the restoration of the retired pay multiplier.

2.12  Exception to High-36-Month Retired Pay Computation for Members Retired Following a
Disciplinary Reduction in Grade

Members or former members who entered the uniformed services on or after
September 8, 1980. will have their retired pay base computed using the high-36-month average,
except for the members described as follows, whose retired pay base is based on the final basic
pay of the grade prescribed under 10 U.S.C. 8 1406, rather than the highest-36-month average of
basic pay.

2.12.1. Affected Members. A member or former member subject to the exception in
paragraph 2.12 is one who, by reason of conduct occurring after October 30, 2000:

2.12.1.1. Inthe case of an enlisted member retired or transferred to the FR/FMCR,
is reduced in grade as a result of court-martial sentence, nonjudicial punishment, or an
administrative action, unless the member was subsequently promoted to a higher enlisted grade or
appointed to a commissioned or warrant grade, in which case see subparagraph 2.12.2.
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2.12.1.2. In the case of an officer, retired in a grade lower than the highest grade
in which the officer served by reason of denial of a determination or certification under
10 U.S.C. § 1370 that the officer served on active duty satisfactorily in that grade, apply this
determination only in those circumstances where such determination is the result of conduct
occurring after October 30, 2000. Conduct for the purposes of this subparagraph will not include
failure to complete the time necessary for certification under 10 U.S.C. § 1370, absent any other
conduct bearing on such certification.

2.12.2. Special Rule for Enlisted Members. In the case of an enlisted member retired
within 3 years after having been reduced in grade as prescribed in subparagraph 2.12.1.1, and who
was not subsequently promoted to a higher enlisted grade (or appointed to a warrant or
commissioned grade), the retired pay base will be computed using the final basic pay rather than
the high-36 month average. If, however, the member is subsequently promoted to a higher enlisted
grade (or appointed to a warrant or commissioned grade), the member’s retired pay will be
computed using a high-36-month average computation. The computation will use the final
36 months of basic pay, except for the months in which the member served in a grade higher than
the grade in which retired. The basic pay for such months will be the rates that would have applied
to the member at that time if serving in the grade in which retired such as:

2.12.2.1. An E-7 is reduced to an E-5 and retired as an E-5. This member comes
under subparagraph 2.12.1.1, with retired pay base computed under the pre-September 1980
system, which is final pay rules using the pay of an E-5.

2.12.2.2. An E-7 is reduced to an E-5 two years before retirement, is promoted
1 year later to an E-6 and retired as an E-6. This member uses the “Special Rule” and computes a
high-36 average as specified in subparagraph 2.11.2 rather than using the final pay of an E-6. In
computing the high-36 average, it would include 12 months as an E-7, 12 months as an E-5, and
12 months as an E-6. The “Special Rule” requires that the time as an E-7 will be replaced in the
high-36 formula with pay rates of an E-6.

3.0 APPLICATION OF SAVED PAY
3.1  Career Compensation Act, Effective October 1, 1949

3.1.1. An officer retired for disability before October 1, 1949, who failed to elect within a
5-year period to receive pay under the 1949 Act, or who did not qualify for pay under the 1949 Act,
continued to receive pay under laws in effect before October 1, 1949, computed at 75 percent of
the basic pay of the grade authorized.

3.1.2. A member who, on October 1, 1949, was a hospital patient and who, before
January 1, 1951, retired for disability as the result of the disease or injury for which hospitalized
could elect to receive retired pay:

3.1.2.1. Computed under laws in effect on September 30, 1949, at 75 percent of
the basic pay of the grade authorized; or
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3.1.2.2. Computed under section 402(d) of P.L. 81-351.

3.1.3. A member, who on October 1, 1949, was receiving or was entitled to receive retired
pay under any provision of law, was authorized to continue the entitlement to receive the pay to
which entitled under the laws in effect on September 30, 1949.

3.2  Military Pay Act, Effective June 1, 1958
3.2.1. A member who:

3.2.1.1. Retired or transferred to the FR/FMCR on or after June 1, 1958 and before
April 1, 1963; and

3.2.1.2. Was receiving active-duty basic pay under the April 1, 1955, saved pay
rates will continue to receive pay computed under the 1955 rates, based upon service credited for
basic pay purposes as of June 1, 1958.

3.2.2. A member who retired or transferred to the FR/FMCR on June 1, 1958, was entitled
to pay computed on the June 1, 1958 active duty basic pay rates, or on the April 1, 1955, active
duty basic pay rates plus 6 percent, whichever was greater.

3.2.3. A member retired or transferred to the FR/FMCR after June 1, 1958, who was
receiving active duty saved pay, was entitled to retired pay computed on the April 1, 1955, active
duty basic pay rates, but was not entitled to the additional 6 percent increase.

3.3 Military Pay Act, Effective October 1, 1967

3.3.1. With respect to a member entitled to retired pay computed under this paragraph, the
retired or retainer pay may not be less than it would have been if the member had become entitled
to that pay based on the same basic pay grade, years of service for basic pay and percentage
purposes, and percent of disability (if any) on the day before the effective date of the rates of
monthly basic pay on which retired or retainer pay is based. Such members receive pay:

3.3.1.1. Computed under the current basic pay rates in effect on the date of
retirement or transfer, or

3.3.1.2. Computed under the rates of basic pay in effect immediately before the
current rates, whichever is greater.

3.3.2. The computations in paragraph 3.3 were, in some instances, subject to the provisions
of the Uniform Retirement Date Act.

3.3.3. The “1-year look-back” provision codified at 10 U.S.C. § 1401a(e) was repealed by

section 921 of the DoD Authorization Act, FY 1984. Under the provisions of that repeal, this
paragraph now applies only to:
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3.3.3.1. A member retired or transferred to the FR/FMCR October 1, 1967,
through September 24, 1983, inclusive; and

3.3.3.2. A member eligible for retirement or transfer on or before
September 24, 1983, provided the member retires or transfers on or before September 24, 1986. If
the member retires or transfers after September 24, 1986, the retired or retainer pay may not be
less than it would have, had the member actually retired or transferred on September 23, 1986.

4.0 TOWER AMENDMENT
4.1 Basic Provisions

4.1.1. A member, who retires or transfers to the FR/FMCR on or after January 1, 1971,
and who fully qualifies for retirement on a date earlier than the actual retirement date, receives the
most favorable rate of pay, as though the member had actually retired or been transferred on the
earlier date:

4.1.1.1. After becoming retirement-eligible on or after January 1, 1971 (see
Chapter 1, section 2.0);

4.1.1.2. Based upon the grade and the service creditable on the earlier computation
date. (For retirements on or after October 5, 1994, the grade used in the computation cannot be
higher than the grade in which the member is retired.);

4.1.1.3. Using the rate of basic pay applicable to the member on the earlier
computation date in determining the retired pay base; or

4.1.1.4. Subject to the provisions of paragraph 3.3.

4.1.2. A member, who retired or transferred to the FR/FMCR before October 7, 1975, the
effective date of the Tower Amendment, is entitled to pay adjusted from October 7, 1975. No
adjustment is authorized under the provisions of the amendment for any period before
October 7, 1975.

4.1.3. A member who retired between October 1, 1988 and October 4, 1994 and who is
reduced in grade under sentence of court-martial after initially becoming eligible for retired pay is
not entitled to computation on a grade higher than the grade in which retired.

4.1.4. See subparagraph 5.3.1 for provision concerning an officer who served in a special
position as Chairman or Vice Chairman of the Joint Chiefs of Staff or as a Chief of Service.

4.1.5. See paragraph 5.5 for the provision concerning an enlisted member who served in a
special position as a senior enlisted member.
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4.2  Earlier Computation Dates

4.2.1. Predetermined earlier computation dates are established for uniformity in
computing the pay of a member who qualifies under 10 U.S.C. § 1401a(f), and the Tower
Amendment, as amended. Generally, the day immediately preceding an active-duty basic pay rate
change is the earlier date of voluntary retirement eligibility, unless the computation is more
favorable based on the first day of the month preceding an active-duty basic pay rate change.

4.2.2. A member of the FR/IFMCR may transfer on any intermediate day of a month.
Therefore, the earlier computation date for this member is the day before new active-duty basic
pay rates are effective.

4.2.3. A warrant officer retired under provisions of 10 U.S.C. § 1293 (see Table 3-1,
rule 3), on the effective date of a change in the active-duty pay rates, receives retired pay computed
by using the rate of basic pay in effect on the day before the date of retirement. Thus, the earlier
retirement eligibility date under 10 U.S.C. § 1401a(f) computation would be one year earlier with
retired pay based upon rates in effect on the day before the earlier eligibility date. If the member
is entitled to use the saved pay rate under paragraph 3.3, the rate in effect immediately prior to the
rate in effect on the day before the earlier retirement eligibility date is used.

4.3  Computation at the Time of Retirement or Transfer to the FR/[FMCR

4.3.1. A member receives the most favorable retired pay, as adjusted by applicable COLA,
computed by using:

4.3.1.1. The active-duty basic pay rate applicable on the actual retirement or
transfer date;

4.3.1.2. One prior active-duty basic pay rate at the same grade and service
applicable on the actual retirement or transfer date if the provisions of paragraph 2.3 apply; or

4.3.1.3. Any active-duty basic pay rate in effect on or after January 1, 1971, at the
grade and service credited on the earlier computation date, if retirement-eligible on the earlier date.
After this rule is used, apply subparagraph 4.3.1.2 without further loss of grade and service.

4.3.2. A member retiring for disability who is eligible for voluntary retirement or transfer
to the FR/FMCR on an earlier date may have gross retired pay entitlement computed in accordance
with the provisions of 10 U.S.C. § 1401a(f) when more favorable; however, the basic pay rate
applicable for an earlier retirement date under this condition for gross pay computation cannot be
used for computing pay based upon the disability rating. DFAS calculates the rate of pay based
upon degree of disability only on the basic pay rate applicable under subparagraph 4.3.1.1 or
4.3.1.2 (if applicable).
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50  SPECIAL PROVISIONS
5.1  Entitlement Under More Than One Pay Formula

A member who is entitled to pay computed under more than one pay formula or provision
of law is entitled to be paid under the formula that is most favorable. Note, however, that for a
non-regular member who is retired for disability and becomes entitled to immediate retired pay
under Chapter 61 before eligibility age, the retired pay may not be recomputed at eligibility age
(usually age 60) based on 10 U.S.C. 8 12731. See subparagraph 2.2.3.

5.2 Commissioned Officer With More Than Four Years of Active Enlisted and/or Warrant
Officer Service

A member, who at the time of retirement, is in pay grade O1E, O2E, or O3E, having served
more than 4 years of active duty as an enlisted member and/or warrant officer, receives pay
computed on the special basic pay rate that is authorized.

5.3  Commissioned Officer Serving in a Special Position

5.3.1. Joint Chief of Staff and Chief of Service. An officer who serves as Chairman or
Vice Chairman of the Joint Chiefs of Staff or as a Chief of the Service may receive retired pay
which is computed on the highest rate of basic pay applicable to the member while serving in the
special position, if that rate is higher than the rate otherwise authorized as a retired pay base for a
member who first became a member before September 8, 1980. Except as provided in
paragraph 5.9, effective January 1, 2007, the rate of basic pay cannot exceed Level Il of the
Executive Schedule. The term “Chief of Service” refers to one of the following:

5.3.1.1. Chief of Staff of the Army;

5.3.1.2. Chief of Naval Operations;

5.3.1.3. Chief of Staff of the Air Force;

5.3.1.4. Commandant of the Marine Corps; or

5.3.1.5. Commandant of the Coast Guard.
NOTE: The member may not use the rate of the special position for computation of retired pay if,
during or after serving in the special position, and by the member’s conduct after October 16, 1998,
the officer is not certified as having served satisfactorily in the grade of general or admiral while
serving in that position.

5.3.2. Special Rule for Computation of Retired Pay Base for Commanders of Combatant

Commands. An officer who serves as a Commander of a Unified or Specified Combatant

Command may receive retired pay that is computed on the highest rate of basic pay applicable to
the member while serving in that position. The member may not use the rate of the special position
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for computation of retired pay if, during or after serving in the special position and by the member’s
conduct after October 16, 1998, the officer is not certified as having served satisfactorily in the
grade of general or admiral while serving in that position. Except as provided in paragraph 5.9,
effective January 1, 2007, the rate of basic pay cannot exceed Level 1l of the Executive Schedule.
This special rule will apply with respect to officers who first become entitled to retired pay on or
after November 23, 2004.

5.4 Officer in Grade O-9 or O-10

5.4.1. An officer who served in grade O-9 or O-10 for not less than 3 years is entitled to
retired pay based on that grade if the Secretary of Defense certifies in writing to the President and
the Congress that the officer served on active duty satisfactorily. DFAS may reduce the 3 year
requirement to not less than 2 years for retirements effective during a specified period (see
Chapter 1, subparagraph 6.1.5.5). DFAS may not reduce or waive the 3 year time in grade
requirement if the officer is under investigation for alleged misconduct or while an adverse
personnel action is pending against the officer for alleged misconduct.

5.4.2. An officer who served in grade O-9 or O-10 for a period of less than 3 years before
retirement will have retired pay based on the next lower grade, unless a waiver of the time-in-grade
requirement has been granted by the appropriate authority. The granting of the waiver will affect
only the pay computation for the date of retirement. Computations for earlier dates on which
eligible to retire must be based on the next lower grade.

5.4.3. Section 601(e) of P.L. 106-65, October 5, 1999, provides that retired pay be
recomputed effective January 1, 2000, for certain members who retired during the period
April 30, 1999 through December 31, 1999. As a result, DFAS will recompute the retired pay of
members’ grade O-9 with over 26 years of service and O-10s with over 16 years of service. The
new rates will be for months beginning on or after January 1, 2000, and will be computed as if the
Level Il limit had applied at the time of a qualified member’s retirement. No increased amount is
payable for any period before January 1, 2000, as a result of this subparagraph. DFAS will
recompute retired pay rates for affected members as though the following rates of basic pay had
been applicable at the time of retirement:

0-9  Over 26 years of service: $9,528.00
0-10 Owver 16 years of service: $9,528.00
O-10 Over 18 years of service: $9,528.00
0-10 Owver 20 years of service: $10,167.00
0-10 Owver 22 years of service: $10,167.00
0-10 Owver 24 years of service: $10,167.00
0O-10 Over 26 years of service: $10,491.60
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5.5  Enlisted Member Serving in a Special Position

The senior enlisted member of an Armed Force may receive retired pay, which DFAS
computes on the highest rate of basic pay applicable to the member while serving in that special
position, if that rate is higher than the rate otherwise authorized as a retired pay base for a member

who first became a member before September 8, 1980. The term “senior enlisted member” refers
to one of the following:

5.5.1. Sergeant Major of the Army;

5.5.2. Master Chief Petty Officer of the Navy;

5.5.3. Chief Master Sergeant of the Air Force;

5.5.4. Sergeant Major of the Marine Corps; or

5.5.5. Master Chief Petty Officer of the Coast Guard.
NOTE: The member may not use the rate of the special position for computation of retired pay if,
during or after serving in the special position, and by member’s conduct after October 16, 1998,
the member is reduced in grade by court-martial, nonjudicial punishment, or other administrative
process.
5.6 Heroism Pay

An enlisted member retired after 20 years of service, to include an enlisted member retired
due to disability, may be entitled to an additional 10 percent retired pay for extraordinary heroism,
if authorized. See Chapter 1, section 8.0.
5.7  Computation Under the Uniformed Services Pay Act, October 2, 1963

5.7.1. Beginning October 1, 1963, a member retired between October 1, 1949 and
May 31, 1958, including a member retired before October 1, 1949, receiving pay under the
1949 Act, received the greater of:

5.7.1.1. An increase of 5percent in the retired pay to which entitled on
September 30, 1963; or

5.7.1.2. Pay computed on the basic pay rates established under the June 1, 1958
Act without a 5 percent increase.

5.7.2. Beginning October 1, 1963, a member retired for service before October 1, 1949
and being paid under laws in effect on September 30, 1949 receives the greater of:

5.7.2.1. An increase of 5percent in the retired pay to which entitled on
September 30, 1963; or
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5.7.2.2. Pay recomputed on the basic pay rates established by the Military Pay Act
of 1958 without a 5 percent increase, based on actual active service creditable.

5.8  Computation Under the Military Pay Act, May 20, 1958

5.8.1. The Military Pay Act, May 20, 1958, authorizes a member who first became entitled
to retired pay on June 1, 1958, to receive pay computed on the new June 1, 1958 basic pay rates
or on the April 1, 1955 active duty basic pay rates plus 6 percent, whichever is greater.

5.8.2. A member retired after June 1, 1958, who was receiving active duty saved pay was
entitled to retired pay computed on the April 1, 1955 active duty basic pay rate, but was not entitled
to the additional 6 percent increase.

5.8.3. The basic pay rate used in the computation of pay was increased by increments of
$200 for generals and admirals and $100 for lieutenant generals and vice admirals before the
6 percent increase on June 1, 1958 for a retired officer who:

5.8.3.1. Served in that grade for at least 180 days, and

5.8.3.2. Was entitled to retired pay on the day before the effective date of the
Military Pay Act of 1958.

5.9  Retired Pay Base for Officers Retired in General or Flag Officer Grades

5.9.1. The retired pay base of a general or flag officer who retires between October 1, 2006
and December 31, 2014 will not be restricted by the requirement in 37 U.S.C. § 203 (a)(2) to
reduce basic pay in excess of Level 1l of the Executive Schedule. The retired pay base will be
determined using the rate of basic pay for such period provided by law, rather than such rate
reduced.

5.9.2. A general or flag officer who retires on or after January 1, 2015 and who served at
any point between October 1, 2006 and December 31, 2014 has partial preservation of the
computation of the retired pay base using the rate of basic pay for such period provided by law,
rather than such rate reduced with the following guidance as stated in 10 U.S.C. 8§ 1407a:

5.9.2.1. The retired pay base amount for a general or flag officer under the Final
Pay retirement system is based upon the higher of the following:

5.9.2.1.1. The basic pay rate in effect for the highest grade in which the
general or flag officer satisfactorily served and his or her years of service as of the date of
retirement, as limited by the Executive Level Il ceiling, or

5.9.2.1.2. The basic pay rate in effect on December 31, 2014, not limited
by the Executive Level Il ceiling, for the grade and years of service for which the general or flag
officer had satisfactorily served as of December 31, 2014.
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5.9.2.2. The retired pay base amount for a general or flag officer under the high-36
retirement system may include the monthly basic pay rate for the general or flag officer’s grade
and years of service for:

5.9.2.2.1. All months served during this period of October 1, 2006 and
December 31, 2014, not limited by the Executive Level 11 ceiling, or

5.9.2.2.2. A combination of months served during this period not limited
by the Executive Level Il ceiling and months served after January 1, 2015, now limited by the
Executive Level 11 ceiling.

5.9.3. A general or flag officer who retires on or after January 1, 2015, and did not serve
at any point between October 1, 2006 and December 31, 2014 will be restricted by the requirement
in 37 U.S.C. § 203 (a)(2) to reduce basic pay in excess of Level Il of the Executive Schedule. The
retired pay base will be determined using the reduced rate of basic pay provided by law.
NOTE: This subparagraph pertains only to the computation of the retired pay base for Officers
Retired in General or Flag Officer Grades. It does not pertain to the retired pay multiplier. All
service creditable on the date of retirement is included for purposes of computing the retired pay
multiplier for a general or flag officer who retires on or after January 1, 2015.

60 LUMP SUM PAYMENTS OF RETIREMENT ANNUITY
6.1  Eligibility

Public Law 114-92, section 633 enacts 10 U.S.C. § 1415, affording a member of a
uniformed service covered by the BRS at retirement the option to elect to receive a discounted
portion of his or her retired pay as a lump sum. To be eligible to elect the lump sum a member
must be covered under the BRS, and qualify for a regular retirement or a non-regular retirement.
Members who are retired for a physical disability under provisions of 10 U.S.C., Chapter 61 are
not eligible for the lump sum option. A member who is not eligible for the BRS or who does not
elect to enroll in the BRS is not eligible to elect a lump sum payment of his or her retirement
annuity.

6.2 Election

6.2.1. A member, covered by the BRS, who elects to receive a portion of his or her retired
pay as a lump sum must make this election not later than 90 days before:

6.2.1.1. The date upon which the member retires and receives a regular retirement;
or

6.2.1.2. The date upon which the member first reaches eligibility age required to
receive retired pay under the non-regular retirement program, in accordance with DoDI 1215.07.

6.2.2. A member’s decision to elect the lump sum must be recorded on a DoD (DD)
Form 2656, “Data for Payment of Retired Personnel,” in Part I, “Lump Sum Election.”
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6.2.2.1. The member will indicate the lump sum percentage, either 25 percent or
50 percent, and the number of equal lump sum payments, up to four, on the DD 2656.

6.2.2.2. The DD 2656 must be signed and dated no later than 90 days prior to the
date of retirement, or the date the member is eligible to receive retired pay.

6.2.2.3. The lump sum election must be transmitted to DFAS no less than 30 days
prior to the date of retirement, or the date the member is eligible to receive retired pay.

6.2.3. An election of a lump sum of retired pay may not be revoked on or after the date of
retirement, or on or after the date the member is first eligible to receive retired pay. To revoke a
previous lump sum election prior to retirement, the member must submit a signed, notarized
statement rescinding the previous election, dated prior to the date of retirement, acknowledging
that this decision to refuse the lump sum is final, and must complete a new DD 2656.

6.3 Amount

A member who elects to receive a portion of his or her retired pay as a lump sum may elect
to receive the discounted present value of either 25 percent or 50 percent of the gross estimated
retired pay. Pursuant to 10 U.S.C. § 1415(b)(2), the lump sum amount takes into account the
projected COLA applicable to that member on the day that member elected the lump sum option.
The amount is calculated for the period from the day that member is eligible to begin receiving
retired pay to the first day of the month following the month during which the retiree attains the
age that was the full social security retirement age.

6.4 Discount Rate
The discount rate applied in computing the amount of the lump sum described in
paragraph 6.3 will be determined and published in accordance with procedures specified in and

subparagraph 6.4.1.

6.4.1. In computing the amount of the lump sum described in paragraph 6.3, the discounted
present value will be:

6.4.1.1. The 7-year average of the 23-year maturity monthly average spot rate
taken from the “Treasury High Quality Market (HQM) Corporate Bond Yield Curve;”

6.4.1.2. The 7-year average rate is adjusted for inflation using the 7-year average
of the 23-year maturity monthly average rate taken from the “Treasury Breakeven Inflation (TBI)
Curve.” The inflation adjustment is a multi-step procedure:

6.4.1.2.1. Annualize the 7-year average HQM rate;

6.4.1.2.2. Geometrically back out inflation using the 7-year average TBI
rate; and
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6.4.1.2.3. Transform the result to a semi-annual rate.

6.4.1.3. The resulting inflation-adjusted rate is increased by an additional
4.28 percentage points; and

6.4.1.4. The result is rounded to the nearest 0.01 percentage point.

6.4.2. The Chief Actuary, DoD Office of the Actuary, calculates the discount rate and the
Deputy Assistant Secretary of Defense for Military Personnel Policy promulgates the discount rate
annually no later than June 1 of each year to be effective as of January 1 of the succeeding year.
The rate promulgated on June 1 of each year will be the Department of Treasury published yield
curves as of March of that year averaged with the preceding 83 months plus the adjustment factor
of 4.28 percentage points. Accordingly, the initial discount rate used for 2018, as described in
subparagraph 6.4.1, was published on June 1, 2017 at 6.99 percent.

6.5  Installment Payments

A member who elects to receive a lump sum payment of his or her retired pay may elect to
receive this payment in up to four annual installments over no more than 4 years.

6.6  Timing of Payments

A member who elects installment payments in accordance with paragraph 6.5 will receive
equal lump sum distributions payable each year on the anniversary of the first installment; the first
installment of which will be paid no later than 60 days after:

6.6.1. The date on which that member retires if eligible for a regular retirement; or

6.6.2. The date on which the member first becomes eligible to begin receiving retired pay
if eligible for a non-regular retirement.

6.7 Restoration of Full Annuity Payment

The retired pay of a member who elects to receive a lump sum payment of their retired pay
in accordance with paragraph 6.2 will be restored to its full monthly annuitized amount as of the
first day of the month following the month in which the member attains the full retirement age that
was applicable to that member on the day that the member elected the lump sum option, in
accordance with 10 U.S.C. § 1415.

6.8 Relationship to Disability Compensation
Public Law 114-92, section 633, modified 38 U.S.C. 8 5304, “Prohibition against
duplication of benefits,” to establish that a member electing to receive a portion of his or her retired

pay as a lump sum may not concurrently receive Department of Veteran Affairs (VA) disability
compensation, except under specified circumstances. Accordingly:
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6.8.1. DFAS will report the amount of any lump sum election to the VA.

6.8.2. Pursuant to 38 U.S.C. § 5304, the VA will withhold disability payments to any
retiree who elects to receive a portion of their retired pay as a lump sum until the amount withheld
(i.e., not paid to the retiree on a monthly basis) equals the gross amount of the lump sum payment
received by that retiree. Once the amount of VA disability compensation withheld equals the
amount previously received as a lump sum, the retiree is considered to have fully offset the lump
sum distribution. The retiree must then agree to waive a portion of each month’s future retired
pay, equal to the amount of the VA disability compensation to which he or she is now entitled, to
begin receiving that VA disability compensation in accordance with 38 U.S.C. § 5304 and
38 U.S.C. § 5305.

* 6.8.3. A retiree who is eligible for Concurrent Military Retirement Pay and Department of
Veterans Affairs (DVA) Disability Compensation due to a service-connected disability rating of
50 percent or more, is entitled to be paid both his or her military retired pay and his or her VA
disability compensation without regard to the required offsets described in 38 U.S.C. § 5304 and
subparagraph 6.8.2. Accordingly, retirees who qualify for Concurrent Military Retirement Pay
and DVA Disability Compensation and who elect to receive a portion of their retired pay as a lump
sum are not subject to withholding of VA disability compensation upon receipt of a lump sum
payment. See also 10 U.S.C. § 1414.

6.8.4. A retiree who would otherwise be eligible for Combat-Related Special
Compensation (CRSC) in accordance with 10 U.S.C. § 14133, remains subject to the provisions
of 38 U.S.C. § 5304 and 38 U.S.C. § 5305, requiring a waiver of retired pay before a retiree can
receive VA disability compensation, as discussed in subparagraph 6.8.2. Specific policies and
procedures for payment of CRSC to members who elect a lump sum of retired pay follows:

6.8.4.1. In order to be eligible for CRSC, a retiree must first be determined to
have a service-connected, compensable disability in accordance with regulations prescribed
by the Secretary of the VA.

6.8.4.2. The Secretary concerned will determine what, if any, portion of that
member’s service-connected, compensable disability meets the criteria for CRSC eligibility
in accordance with existing guidance. The Secretary concerned will notify DFAS of the
percentage of the retiree’s disability related to combat in accordance with existing CRSC
guidance.

6.8.4.3. DFAS will determine the resulting value of CRSC entitlement for
which the member would otherwise have been eligible, but for the withholding of disability
compensation as required by section 633 of P.L. 114-92, such that the member will receive
VA disability compensation only for disabilities determined to be CRSC eligible.

6.8.4.4. DFAS will report to the VA which disabilities have been determined

to be CRSC eligible, the associated rating, and the resulting value of the CRSC for which the
member would otherwise have been eligible, but for receipt of the lump sum.
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6.8.4.5. Prior to receiving disability compensation from the VA, the retiree
must agree to waive receipt of retired pay, equal to the amount of VA disability compensation
payable from that retiree’s actual monthly retired pay received.

6.8.4.6. By agreement, the VA will pay disability compensation only for the
disabilities determined by the Secretary concerned to be eligible for CRSC utilizing
information provided by DFAS for such determination.

6.8.4.7. DFAS will pay CRSC to the retiree in an amount equal to the amount
of the retired pay waived. VA will continue to withhold any amount of disability
compensation to which the retiree is eligible in excess of the amount related to combat until
such time as the amount withheld equals the gross amount of the lump sum payment received
by that retiree.

6.9  Lump Sum Payment Effect on Survivor Benefit Plan

Pursuant to 10 U.S.C. § 1447(6)(A) and 10 U.S.C. 8§ 1452, as amended by
P.L. 115-91, section 622, FY 2018 NDAA, a member of a uniformed service who elects
a lump sum of retired pay, in accordance with 10 U.S.C. 8 1415, and is a participant in SBP or
Reserve Component — SBP (RC-SBP) will have coverage at the full base amount, unless the
member elects or previously elected, with spousal concurrence if required, to reduce the base
amount.

6.9.1. The full base amount for a retiree who elects to receive a lump sum of retired
pay is the amount equal to the amount of his or her unreduced monthly retired pay, without
regardto the required reduction in monthly retired pay pursuant to the lump sum.

6.9.2. If electing to reduce coverage less than the full base amount, the reduced base
amount may be any whole dollar amount that is greater than or equal to $300, but less than the
amount of the unreduced retired pay.

6.9.3. All retiring uniformed service member s, including those who elect a lump sum
of retired pay, are considered full participants in SBP or Reserve Component (RC)-SBP
having maximum coverage unless:

6.9.3.1. For members retiring with a regular retirement, or members retiring
with a non-regular retirement who previously declined to make an election until reaching the
age of eligibility for retired pay, an election for less than full SBP coverage is made prior to
the first day of entitlement to retired pay, with spousal concurrence if required; or

6.9.3.2. For members qualifying for a non-regular retirement, an election for
less than full RC-SBP coverage is made, with spousal concurrence if required, prior to the
completion of the 90 day period immediately following notification to the member that he or
she has completed the years of service required to be eligible for a non-regular retirement
pursuant to 10 U.S.C., Chapter 1223.
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6.9.4. The requirements of 10 U.S.C. § 1450(f)(3), regarding former spouse elections
remain applicable to members who elect a lump sum of retired pay.

6.10 Disputes

Members who accept the lump sum distribution may not seek review of, or otherwise
retrospectively challenge, the amount of the lump sum, particularly in regards to discount rate,
actuarial assumptions, or other factors used in computing this amount.

6.11 Division of Retired Pay

Any lump sum payment of retired pay remains subject to the conditions of
10 U.S.C. § 1408, with consideration to court orders.
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Table 3-1. Computation of Retired Pay
COMPUTATION OF RETIRED PAY
R A B c D E E G
U under receives
L A member who is provisions the multiplied by plus minus/add
E of the of 10 retired (note 1)
U.S.C. pay base
1 Armed retired for §1201 computed | the percentage of
Forces disability § 1204 under disability assigned,
10 U.S.C. | not to exceed
§ 1406(b) | 75 percentor 2.5
or § 1407 percentftimes_ the
years of service
(note 2) credited to the
member under
10 U.S.C. § 1208,
except for a member
retiring on or before
January 7, 2011, the
multiplier is limited
to 75 percent
(note 3)
2 Armed retired for § 1202 computed | the percentage of the
Forces disability 81205 under disability assigned, amount
10 U.S.C. | not to exceed necessary
§ 1406(b) | 75 percentor 2.5 to
or § 1407 | Percent times_ the increase
(note 2) years of service the
credited to the product
member under of
10 U.S.C. § 1208, columns
except foramember | Dand E
retiring on or before | to
January 7, 2011, the | 50 percen
multiplier is limited t of
to 75 percent retired
(note 3) pay base.
3 Armed voluntarily | 81293 computed eXCess over
Forces retired under 75 percent of
10 U.S.C. retired pay
§ 1406(b) base upon
or which
10 US.C. computation
1407 is baibed if
member
(note 2) retires before
January 1,
2007
(note 5).
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Table 3-1. Computation of Retired Pay (Continued)
COMPUTATION OF RETIRED PAY

R A B c D E E G

U under receives
A member who is provisions the multiplied by plus minus/add

L of the of 10 retired (note 1)

E U.S.C. pay base

4 Army or voluntarily | §7314 computed 10 percent | excess over
Air retired § 7317 under of the 75 percent of
Force §9314 10 U.S.C. product of | retired pay

§ 9317 8§ 1406(c) Columns base upon
for Army, D and E, if | which
10 U.S.C. applicable | computation
8§ 1406(e) (note 4) is based if
for Air member
Force, or retires before
10 U.S.C. January 1,
§ 1407 2007
(notes 2 (note 5).
and 6)

5 Army or voluntarily | 87311 computed excess over
Air retired § 7318 under 75 percent of
Force § 7320 10 U.S.C. retired pay

§7324 8 1406(c) base upon
§ 9311 for Army, which
§ 9318 8§ 1406(e) computation
§ 9324 for Air is based if
Force, or member
8§ 1407 retires before
(notes 2 January 1,
and 6) 2007
(note 5).

6 | Navyor voluntarily | §8321 computed excess over
Marine retired § 8323 under 75 percent of
Corps 10 U.S.C. retired pay

§ 1406(d) base upon

or which

10 U.S.C. computation

8§ 1407 is based if

(note 2) member
retires before
January 1,
2007
(note 5).
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Table 3-1. Computation of Retired Pay (Continued)
COMPUTATION OF RETIRED PAY
R A B c D E E G
U under receives
A member who is provisions the multiplied by plus minus/add
L of the of 10 retired (note 1)
E U.S.C. pay base
7 Navy or voluntarily 8§ 8322 computed retired pay 10 percent | excess over
Marine retired 8§ 8326 under multiplier from of columns | 75 percent of
Corps 10 U.S.C. 10U.S.C.§ Dand Eif | retired pay
8§ 1406(d) 1409 for years applicable | base upon
or of service (note 4) which
10 U.S.C. credited for computation
8§ 1407 percentage is based, if
(note 2) purposes the member
(note 3) retired before
January 1,
2007
(note 5).
8 Navy or voluntarily 8§ 8327 computed 50 percent 10 percent
Marine retired under (note 7) of columns
Corps 10 U.S.C. D and E if
§ 1406(d) applicable
or (note 4).
10 U.S.C.
§ 1407
(note 2)
9 | Armed involuntarily | § 580 computed retired pay excess over
Forces retired 8633 under multiplier from 75 percent of
§ 634 10 U.S.C. 10US.C.§ retired pay
8635 8 1406(b) 1409 for years base upon
8 636 or of service which
81251 10 U.S.C. credited for computation
81263 8§ 1407 percentage is based, if
8 1305 (note 2) purposes the member
(note 8) (note 3) retired before
January 1,
2007
(note 5).
10 | Army involuntarily | § 7320 computed retired pay excess over
retired §7321 under multiplier from 75 percent of
(note 5) 10 U.S.C. 10US.C. § retired pay
8 1406(c) 1409 for years base upon
or of service which
10 U.S.C. credited for computation
8§ 1407 percentage is based, if
(note 2) purposes the member
(note 3) retired before
January 1,
2007
(note 5).
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Table 3-1. Computation of Retired Pay (Continued)
COMPUTATION OF RETIRED PAY
R A B c D E E G
U under receives
A member who is provisions the multiplied by plus minus/add
L of the of 10 retired (note 1)
E U.S.C. pay base
11 | Navy or involuntarily | §8371 computed retired pay excess over
Marine retired § 8372 under multiplier from 75 percent of
Corps (note 5) 10 U.S.C. 10US.C. § retired pay
8§ 1406(d) 1409 for years base upon
or of service which
810 U.S.C. | credited for computation
1407 percentage is based, if the
(note 2) purposes member
(note 3) retired before
January 1,
2007 (note 5).
12 | Air Force involuntarily | § 9320 computed retired pay excess over
retired § 9321 under multiplier for 75 percent of
(note 5) 10 U.S.C. the years of retired pay
8 1406(e) service credited base upon
or for percentage which
10 U.S.C. purposes computation
8§ 1407 (note 3) is based, if the
(note 2) member
retired before
January 1,
2007 (note 5).
13 | Armed a reservist 812731 computed 2.5 percent (or | 10 percent | excess over
Forces, (meets age under 2.0 percent for | of the 75 percent of
Reserve, or | and service 10 U.S.C. members product of | retired pay
National requirement) 8 1406(b) covered by columns D | base upon
Guard (2) or BRS) timesthe | and E which
10 U.S.C. years of service | (note 4) computation
8§ 1407 credited for is based if
(note 2) percentage member
purposes, retired before
(notes 3 and January 1,
10) 2007 (note 5).
14 | Navy or transferred to | 8 8330 computed the retainer pay | 10 percent | excess over
Marine the under multiplier for of the 75 percent of
Corps FR/IFMCR 10 U.S.C. the years of product of | retired pay
8 1406(d) service credited | columns D | base upon
or for percentage and E which
10 U.S.C. purposes (note 4) computation
§ 1407 (note 3) is based if
(notes 2 member
and 9) retired before
January 1,
2007 (note 5).
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Table 3-1. Computation of Retired Pay (Continued)

NOTES:

1. If amember was initially retired on or after October 1, 1983, the amount computed, if not a multiple of $1, must
be rounded to the next lower multiple of $1. Any future adjustments to such pay must be made on the rounded figure.
Retired pay of members retired on September 30, 1983 will not be rounded until there is an adjustment under
10 U.S.C. § 14014; then, and with each subsequent adjustment, the amount as adjusted, if not a multiple of $1, must
be rounded to the next lower multiple of $1. The rounded amount becomes the member’s entitlement and any future
adjustments must be based on this rounded entitlement.

2. For applicable active-duty basic pay rate, see sections 4.0 and 5.0, Chapter 1, paragraph 5.2, and paragraph 3.1.
For a person who first became a member of a uniformed service after September 7, 1980, use the high-36-month
average. For exception to high-36 months retired pay computation for members retired following a disciplinary
reduction in grade, refer to paragraph 2.12.

3. See Chapter 1 for service creditable for percentage purposes:

Voluntary retirement: Mandatory retirement:

Chapter 1, Paragraph 3.2—Enlisted members Chapter 1, Subparagraph 3.5.1—Army and Air Force
Chapter 1, Paragraph 3.3—Commissioned Officers Chapter 1, Subparagraph 3.5.2—Navy and Marine
Chapter 1, Paragraph 3.4—Warrant Officers Corps

Disability retirement: Reservist age and service retirement:

Chapter 1, Paragraph 3.6 Chapter 1, Paragraph 3.7

4. For enlisted members credited with an act of extraordinary heroism in the line of duty. For Army and Air Force
enlisted members, the total retired pay to include the 10 percent increase, may not exceed the maximum pay of
75 percent. For Navy and Marine Corps enlisted members, the total maximum retired pay is 75 percent plus the
10 percent increase. Members with more than 30 years of creditable service should also have retired pay computed
without the 10 percent add-on and awarded the higher of the two calculations. All members who retire under the
provisions of 10 U.S.C. § 12731 with credit for extraordinary heroism are restricted to a maximum pay of 75 percent.
5. For members who retired on or after January 1, 2007, the retired pay multiplier is the sum of 75 percent for
30 years of service plus 2.5 percent for every year over 30 years.

6. For a Reserve enlisted member retired under 10 U.S.C. § 7314 or § 9314 after September 30, 1996, the retired
pay base is the monthly basic pay of the member’s retired grade (based on rates applicable on date of member’s
retirement) in lieu of the retired pay base under 10 U.S.C. § 1406(e).

7. Members retired under 10 U.S.C. § 8327 are authorized to receive retired pay at 50 percent of the active duty
basic pay of their grade when not on active duty. This provision applies only to persons who were members of the
Naval Reserve or Marine Corps Reserve on January 1, 1953. The provisions of 10 U.S.C. § 8327 terminated on
January 1, 1973. However, termination of the section did not affect any accrued rights to retired pay.

8. Section 564 repealed by P.L. 102-190, December5,1991. Section 1255 repealed by P.L.90-130,
November 8, 1967. An officer who was on active duty on September 15, 1981 and who is retired under
10 U.S.C. § 1251 is entitled to retired pay of at least 50 percent of the basic pay upon which the retired pay is based.
Title 10, U.S.C. § 1251 allows a retirement for age (at age 62), but only if the member already has 20 years of service.
See also 10 U.S.C. § 12731.

9. In lieu of the retainer pay base computed under 10 U.S.C. § 1406(d), a Reserve enlisted member may be entitled
to retainer pay computed by using the monthly basic pay for the highest enlisted grade in which the member served
satisfactorily, as determined by the Secretary of the Navy. This provision applies to an individual who first became a
member of the uniformed service before September 8, 1980 and who, at the time of transfer, is serving on active duty
in a grade lower than the highest enlisted grade held by the member while on active duty not as a result of the member’s
own misconduct.

10. Total number of retirement points divided by 360. Carry the resultant figure to three decimal places, round to two
decimal places. EXAMPLE: 4735 retirement points divided by 360 = 13.152 or 13.15 years of service for percentage
purposes (for the 10 U.S.C. § 12731 retiree only) to be multiplied by the applicable percentage rate described at
subparagraph 2.1.2.
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HISTORICAL PAY COMPUTATIONS - FLEET RESERVE AND FLEET MARINE CORPS RESERVE
R If with g
U member during years of | then pay computation an
. . . . plus applicable
L retires period service of formula is law i
E in class at least
1 F-4c pre-1938 16; less 1/3 x base pay rating in | longevity pay 52 Stat 1179,
1-b to May 31, | than 20 which transferred (25 percent maximum), | section 203,
1942 (note 1) extraordinary heroism 34 US.C.
(10 percent) § 854b.
2 F-4d pre-1938 20; less 1/2 x base pay rating in | longevity pay 52 Stat 1179,
1-c to May 31, | than 30 which transferred (25 percent maximum), | section 203,
1942 (note 1) extraordinary heroism 34 US.C.
(10 percent), or § 854b.
good conduct
(10 percent)
3 F-5 pre-1938 20; less 1/2 x base pay rating in 52 Stat 1179,
H-1 to May 31, | than 30 which transferred section 204,
1942 (note 1) 34 US.C.
§ 854c.
4 F-4c June 1, 16; less 1/3 x base pay rating in | longevity pay 56 Stat 359,
1-b 1942 to than 20 which transferred (50 percent maximum), | P.L. 607, June
August 9, (note 1) extraordinary heroism 6, 1942,
1946 (10 percent)
5 F-4d June 1, 20; less 1/2 x base pay rating in | longevity pay 56 Stat 359,
1-c 1942 to than 30 which transferred (50 percent maximum), | P.L. 607, June
August 9, (note 1) extraordinary heroism 6, 1942.
1946 (10 percent), or
good conduct
(10 percent)
6 F-5,H-1 | Junel, 20; less 1/2 x base pay rating in | longevity pay 56 Stat 359,
1942 to than 30 which transferred (50 percent maximum), | P.L. 607, June
August 9, (note 1) extraordinary heroism 6, 1942,
1946 (10 percent), or
good conduct
(10 percent)
7 F-4c August 10, | 16; less 1/3 x base pay rating in | longevity pay 60 Stat 993,
1-b 1946 to than 20 which transferred (50 percent maximum), | P.L. 720,
September | (note 2) (notes 1 or 2) extraordinary heroism August 10,
30, 1949 (10 percent) 1946.
8 F-4d August 10, | 20; less 1/2 x base pay rating in | longevity pay
1-c 1946 to than 30 which transferred (50 percent maximum),
September (note 2) extraordinary heroism
30, 1949 (10 percent), or
good conduct
(10 percent)
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Table 3-2. Historical Pay Computations — FR/FMCR (Continued)

HISTORICAL PAY COMPUTATIONS - FLEET RESERVE AND FLEET MARINE CORPS RESERVE
R If with g
U | member during years of | then pay computation an
. . . . plus applicable
L retires period service of formula is law i
E in class at least
9 F-6 20 years 1/2 x base pay rating in | longevity pay
(note 3) which transferred (75 percent maximum),
1-d (note 1) or extraordinary heroism
2.5 percent x years of (10 percent)
active federal service
multiplied by base pay
of rating in which
transferred (note 2)
10 | all transferred | 20 years pay received on
classes before 9/30/49 (saved pay) or
October 1, 2.5 percent x years of
1949, active service =
effective percent; percent X
on basic pay of highest
October 1, federally recognized
1949 rating satisfactorily
held
(note 4)
11 | F-4c on or after | 20 years 1/3 x basic pay extraordinary heroism
1-b October 1, receiving at transfer (10 percent)
1949 (note 5) or
2.5 percent x years of
active federal service =
percent; percent x
basic pay of rating in
which transferred
(notes 6 and 8)
12 | F-4d on or after | 20 years 1/2 x basic pay extraordinary heroism
1-c October 1, receiving at transfer (10 percent),
1949 (note 5) or or good conduct
2.5 percent x years of (10 percent)
active federal service =
percent; percent x
basic pay of rating in
which transferred
(notes 6 and 8)
13 | F-6 on or after | 20 years 1/2 x basic pay extraordinary heroism
1-d October 1, receiving at transfer (10 percent)
1949 (note 5) or
2.5 percent x years of
active federal service =
percent
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HISTORICAL PAY COMPUTATIONS - FLEET RESERVE AND FLEET MARINE CORPS RESERVE
R If with and
U | member during years of | then pay computation -
o . . . plus applicable

L | retiresin period service of formula is law is

E class at least

14 | F-6 on or after | 20 years 2.5 percent x years of extraordinary heroism | P.L. 1028,

1-d August active service in Armed | (10 percent) August 10, 1956,
10, 1956 Forces = percent; 10US.C. §
percent x basic pay 8330.
receiving at transfer
(notes 7 and 8)
NOTES:

1. Fractional year of 6 months or more not creditable as 1 year for longevity or transfer.
2. Fractional year of 6 months or more creditable equals’ full year for transfer and longevity, effective August 10, 1946.
3. Effective August 10, 1946, class F-5 changed to class F-6.
4. Six months or more equals 1 year for active service; 6 months or more does not equal 1 year for basic pay; nor good

conduct or extraordinary heroism.

5. Six months equals 1 year for basic pay and not for computing years of Naval service for transfer.
6. Six months or more equals 1 full year for active service and basic pay.
7. Sixmonths equals 1 year for active service (include constructive service in active service). Six months equals 1 year
for basic pay (do not include constructive service in service for basic pay).
8. If member entered a uniformed service after September 7, 1980, substitute the retainer pay base for the base or basic

pay.
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Table 3-3. Pre-1982 Retirement Percentage Multiple Conversions

PRE-1982 RETIREMENT PERCENTAGE MULTIPLE CONVERSIONS
At Least Not More Than
Years | Months | Days | Years | Months | Days | Converted Years Percentage
0 6 0 1 5 29 1 2.50
1 6 0 2 5 29 2 5.00
2 6 0 3 3) 29 3 7.50
3 6 0 4 5 29 4 10.00
4 6 0 5 3) 29 5 12.50
5 6 0 6 5 29 6 15.00
6 6 0 7 3) 29 7 17.50
7 6 0 8 5 29 8 20.00
8 6 0 9 3) 29 9 22.50
9 6 0 10 5 29 10 25.00
10 6 0 11 5 29 11 27.50
11 6 0 12 5 29 12 30.00
12 6 0 13 3) 29 13 32.50
13 6 0 14 5 29 14 35.00
14 6 0 15 5 29 15 37.50
15 6 0 16 5 29 16 40.00
16 6 0 17 5 29 17 42.50
17 6 0 18 5 29 18 45.00
18 6 0 19 3) 29 19 47.50
19 6 0 20 5 29 20 50.00
20 6 0 21 3) 29 21 52.50
21 6 0 22 5 29 22 55.00
22 6 0 23 3) 29 23 57.50
23 6 0 24 5 29 24 60.00
24 6 0 25 3) 29 25 62.50
25 6 0 26 5 29 26 65.00
26 6 0 27 3) 29 27 67.50
27 6 0 28 5 29 28 70.00
28 6 0 29 3) 29 29 72.50
29 6 0 30 75.00

NOTE: This Table applies to members retired before January 1, 1982, with several exceptions covered in
paragraph 2.8.
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Table 3-4. Post-1981 — Pre-2018 Retirement Percentage Multiplier Conversions

POST-1981 — PRE-2018 RETIREMENT PERCENTAGE MULTIPLIER CONVERSIONS

Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) | Years | Months | (%)
00. 3 7.50 6 15.00 9 22.50
1 00.20 3 1 7.70 6 1 15.20 9 1 22.70
2 00.43 3 2 7.93 6 2 15.43 9 2 22.93
3 00.63 3 3 8.13 6 3 15.63 9 3 23.13
4 00.83 3 4 8.33 6 4 15.83 9 4 23.33
5 1.05 3 5 8.55 6 5 16.05 9 5 23.55
6 1.25 3 6 8.75 6 6 16.25 9 6 23.75
7 1.45 3 7 8.95 6 7 16.45 9 7 23.95
8 1.68 3 8 9.18 6 8 16.68 9 8 24.18
9 1.88 3 9 9.38 6 9 16.88 9 9 24.38
10 2.08 3 10 9.58 6 10 17.08 9 10 24.58
11 2.30 3 11 9.80 6 11 17.30 9 11 24.80
1 2.50 4 10.00 7 17.50 10 25.00
1 1 2.70 4 1 10.20 7 1 17.70 10 1 25.20
1 2 2.93 4 2 10.43 7 2 17.93 10 2 25.43
1 3 3.13 4 3 10.63 7 3 18.13 10 3 25.63
1 4 3.33 4 4 10.83 7 4 18.33 10 4 25.83
1 5 3.55 4 5 11.05 7 5 18.55 10 5 26.05
1 6 3.75 4 6 11.25 7 6 18.75 10 6 26.25
1 7 3.95 4 7 11.45 7 7 18.95 10 7 26.45
1 8 418 4 8 11.68 7 8 19.18 10 8 26.68
1 9 4.38 4 9 11.88 7 9 19.38 10 9 26.88
1 10 4.58 4 10 12.08 7 10 19.58 10 10 27.08
1 11 4.80 4 11 12.30 7 11 19.80 10 11 27.30
2 5.00 5 12.50 8 20.00 11 27.50
2 1 5.20 5 1 12.70 8 1 20.20 11 1 27.70
2 2 5.43 5 2 12.93 8 2 20.43 11 2 27.93
2 3 5.63 5 3 13.13 8 3 20.63 11 3 28.13
2 4 5.83 5 4 13.33 8 4 20.83 11 4 28.33
2 5 6.05 5 5 13.55 8 5 21.05 11 5 28.55
2 6 6.25 5 6 13.75 8 6 21.25 11 6 28.75
2 7 6.45 5 7 13.95 8 7 21.45 11 7 28.95
2 8 6.68 5 8 14.18 8 8 21.68 11 8 29.18
2 9 6.88 5 9 14.38 8 9 21.88 11 9 29.38
2 10 7.08 5 10 14.58 8 10 22.08 11 10 29.58
2 11 7.30 5 11 14.80 8 11 22.30 11 11 29.80
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Table 3-4. Post-1981 — Pre-2018 Retirement Percentage Multiplier Conversions (Continued)

POST-1981 — PRE-2018 RETIREMENT PERCENTAGE MULTIPLIER CONVERSIONS
Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) Years | Months | (%)
12 30.00 15 37.50 18 45.00 21 52.50
12 1 30.20 15 1 37.70 18 1 45.20 21 1 52.70
12 2 30.43 15 2 37.93 18 2 45.43 21 2 52.93
12 3 30.63 15 3 38.13 18 3 45.63 21 3 53.13
12 4 30.83 15 4 38.33 18 4 45,83 21 4 53.33
12 5 31.05 15 5 38.55 18 5 46.05 21 5 53.55
12 6 31.25 15 6 38.75 18 6 46.25 21 6 53.75
12 7 31.45 15 7 38.95 18 7 46.45 21 7 53.95
12 8 31.68 15 8 39.18 18 8 46.68 21 8 54.18
12 9 31.88 15 9 39.38 18 9 46.88 21 9 54.38
12 10 32.08 15 10 39.58 18 10 47.08 21 10 54.58
12 11 32.30 15 11 39.80 18 11 47.30 21 11 54.80
13 32.50 16 40.00 19 47.50 22 55.00
13 1 32.70 16 1 40.20 19 1 47.70 22 1 55.20
13 2 32.93 16 2 40.43 19 2 47.93 22 2 55.43
13 3 33.13 16 3 40.63 19 3 48.13 22 3 55.63
13 4 33.33 16 4 40.83 19 4 48.33 22 4 55.83
13 5 33.55 16 5 41.05 19 5 48.55 22 5 56.05
13 6 33.75 16 6 41.25 19 6 48.75 22 6 56.25
13 7 33.95 16 7 41.45 19 7 48.95 22 7 56.45
13 8 34.18 16 8 41.68 19 8 49.18 22 8 56.68
13 9 34.38 16 9 41.88 19 9 49.38 22 9 56.88
13 10 34.58 16 10 42.08 19 10 49.58 22 10 57.08
13 11 34.80 16 11 42.30 19 11 49.80 22 11 57.30
14 35.00 17 42.50 20 50.00 23 57.50
14 1 35.20 17 1 42.70 20 1 50.20 23 1 57.70
14 2 35.43 17 2 42.93 20 2 50.43 23 2 57.93
14 3 35.63 17 3 43.13 20 3 50.63 23 3 58.13
14 4 35.83 17 4 43.33 20 4 50.83 23 4 58.33
14 5 36.05 17 5 43.55 20 5 51.05 23 5 58.55
14 6 36.25 17 6 43.75 20 6 51.25 23 6 58.75
14 7 36.45 17 7 43.95 20 7 51.45 23 7 58.95
14 8 36.68 17 8 44.18 20 8 51.68 23 8 59.18
14 9 36.88 17 9 44.38 20 9 51.88 23 9 59.38
14 10 37.08 17 10 44.58 20 10 52.08 23 10 59.58
14 11 37.30 17 11 44.80 20 11 52.30 23 11 59.80
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Table 3-4. Post-1981 — Pre-2018 Retirement Percentage Multiplier Conversions (Continued)

POST-1981 — PRE-2018 RETIREMENT PERCENTAGE MULTIPLIER CONVERSIONS
Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) Years | Months | (%)
24 60.00 27 67.50 30 75.00 33 82.50
24 1 60.20 27 1 67.70 30 1 75.20 33 1 82.70
24 2 60.43 27 2 67.93 30 2 75.43 33 2 82.93
24 3 60.63 27 3 68.13 30 3 75.63 33 3 83.13
24 4 60.83 27 4 68.33 30 4 75.83 33 4 83.33
24 5 61.05 27 5 68.55 30 5 76.05 33 5 83.55
24 6 61.25 27 6 68.75 30 6 76.25 33 6 83.75
24 7 61.45 27 7 68.95 30 7 76.45 33 7 83.95
24 8 61.68 27 8 69.18 30 8 76.68 33 8 84.18
24 9 61.88 27 9 69.38 30 9 76.88 33 9 84.38
24 10 62.08 27 10 69.58 30 10 77.08 33 10 84.58
24 11 62.30 27 11 69.80 30 11 77.30 33 11 84.80
25 62.50 28 70.00 31 77.50 34 85.00
25 1 62.70 28 1 70.20 31 1 77.70 34 1 85.20
25 2 62.93 28 2 70.43 31 2 77.93 34 2 85.43
25 3 63.13 28 3 70.63 31 3 78.13 34 3 85.63
25 4 63.33 28 4 70.83 31 4 78.33 34 4 85.83
25 5 63.55 28 5 71.05 31 5 78.55 34 5 86.05
25 6 63.75 28 6 71.25 31 6 78.75 34 6 86.25
25 7 63.95 28 7 71.45 31 7 78.95 34 7 86.45
25 8 64.18 28 8 71.68 31 8 79.18 34 8 86.68
25 9 64.38 28 9 71.88 31 9 79.38 34 9 86.88
25 10 64.58 28 10 72.08 31 10 79.58 34 10 87.08
25 11 64.80 28 11 72.30 31 11 79.80 34 11 87.30
26 65.00 29 72.50 32 80.00 35 87.50
26 1 65.20 29 1 72.70 32 1 80.20 35 1 87.70
26 2 65.43 29 2 72.93 32 2 80.43 35 2 87.93
26 3 65.63 29 3 73.13 32 3 80.63 35 3 88.13
26 4 65.83 29 4 73.33 32 4 80.83 35 4 88.33
26 5 66.05 29 5 73.55 32 5 81.05 35 5 88.55
26 6 66.25 29 6 73.75 32 6 81.25 35 6 88.75
26 7 66.45 29 7 73.95 32 7 81.45 35 7 88.95
26 8 66.68 29 8 74.18 32 8 81.68 35 8 89.18
26 9 66.88 29 9 74.38 32 9 81.88 35 9 89.38
26 10 67.08 29 10 74.58 32 10 82.08 35 10 89.58
26 11 67.30 29 11 74.80 32 11 82.30 35 11 89.80
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Table 3-4. Post-1981 — Pre-2018 Retirement Percentage Multiplier Conversions (Continued)

POST-1981 — PRE-2018 RETIREMENT PERCENTAGE MULTIPLIER CONVERSIONS
Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) Years | Months | (%)

36 90.00 38 95.00 40 100.00 42 105.00
36 1 90.20 38 1 95.20 40 1 100.20 42 1 105.20
36 2 90.43 38 2 95.43 40 2 100.43 42 2 105.43
36 3 90.63 38 3 95.63 40 3 100.63 42 3 105.63
36 4 90.83 38 4 95.83 40 4 100.83 42 4 105.83
36 5 91.05 38 5 96.05 40 5 101.05 42 5 106.05
36 6 91.25 38 6 96.25 40 6 101.25 42 6 106.25
36 7 91.45 38 7 96.45 40 7 101.45 42 7 106.45
36 8 91.68 38 8 96.68 40 8 101.68 42 8 106.68
36 9 91.88 38 9 96.88 40 9 101.88 42 9 106.88
36 10 92.08 38 10 97.08 40 10 102.08 42 10 107.08
36 11 92.30 38 11 97.30 40 11 102.30 42 11 107.30
37 92.50 39 97.50 41 102.50 43 107.50
37 1 92.70 39 1 97.70 41 1 102.70 43 1 107.70
37 2 92.93 39 2 97.93 41 2 102.93 43 2 107.93
37 3 93.13 39 3 98.13 41 3 103.13 43 3 108.13
37 4 93.33 39 4 98.33 41 4 103.33 43 4 108.33
37 5 93.55 39 5 98.55 41 5 103.55 43 5 108.55
37 6 93.75 39 6 98.75 41 6 103.75 43 6 108.75
37 7 93.95 39 7 98.95 41 7 103.95 43 7 108.95
37 8 94.18 39 8 99.18 41 8 104.18 43 8 109.18
37 9 94.38 39 9 99.38 41 9 104.38 43 9 109.38
37 10 94.58 39 10 99.58 41 10 104.58 43 10 109.58
37 11 94.80 39 11 99.80 41 11 104.80 43 11 109.80

NOTE: To derive multipliers for service in excess of 43 years and 11 months, divide the number of whole months
by 12, compute the quotient to three digits, round to two digits, and add this to the number of years. Then, multiply

by .025.

Example 1:

Example 2:

Exception:

requirements of paragraph 2.7 will round service credit of 6 months or more, as shown on the Table.

20 years, 7 months, 13 days
7 months + 12 = .583 (.58)

20.58 x .025 = 51.45%

44 years, 8 months, 28 days
8 months + 12 = .667 (.67)

44.67 x .025=111.68%

Members who retire between January 1,1982 and September 30,1983 and meet
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Table 3-5. Effective January 1, 2018, BRS Percentage Multiplier Conversions

BRS PERCENTAGE MULTIPLIER CONVERSIONS - EFFECTIVE JANUARY 1, 2018

Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) | Years | Months | (%)
0 3 6.00 6 12.00 9 18.00
1 A7 3 1 6.17 6 1 12.17 9 1 18.17
2 .33 3 2 6.33 6 2 12.34 9 2 18.34
3 .50 3 3 6.50 6 3 12.50 9 3 18.50
4 .67 3 4 6.67 6 4 12.67 9 4 18.67
5 .83 3 5 6.83 6 5 12.84 9 5 18.84
6 1.00 3 6 7.00 6 6 13.00 9 6 19.00
7 1.17 3 7 7.17 6 7 13.17 9 7 19.17
8 1.33 3 8 7.33 6 8 13.34 9 8 19.34
9 1.50 3 9 7.50 6 9 13.50 9 9 19.50
10 1.67 3 10 7.67 6 10 13.67 9 10 19.67
11 1.83 3 11 7.83 6 11 13.84 9 11 19.84
1 2.00 4 8.00 7 14.00 10 20.00
1 1 2.17 4 1 8.17 7 1 14.17 10 1 20.17
1 2 2.33 4 2 8.34 7 2 14.34 10 2 20.34
1 3 2.50 4 3 8.50 7 3 14.50 10 3 20.50
1 4 2.67 4 4 8.67 7 4 14.67 10 4 20.67
1 5 2.83 4 5 8.84 7 5 14.84 10 5 20.84
1 6 3.00 4 6 9.00 7 6 15.00 10 6 21.00
1 7 3.17 4 7 9.17 7 7 15.17 10 7 21.17
1 8 3.33 4 8 9.34 7 8 15.34 10 8 21.34
1 9 3.50 4 9 9.50 7 9 15.50 10 9 21.50
1 10 3.67 4 10 9.67 7 10 15.67 10 10 21.67
1 11 3.83 4 11 9.84 7 11 15.84 10 11 21.84
2 4.00 5 10.00 8 16.00 11 22.00
2 1 4.17 5 1 10.17 8 1 16.17 11 1 22.17
2 2 4.33 5 2 10.34 8 2 16.34 11 2 22.34
2 3 4.50 5 3 10.50 8 3 16.50 11 3 22.50
2 4 4.67 ) 4 10.67 8 4 16.67 11 4 22.67
2 5 4.83 5 5 10.84 8 5 16.84 11 5 22.84
2 6 5.00 5 6 11.00 8 6 17.00 11 6 23.00
2 7 5.17 5 7 11.17 8 7 17.17 11 7 23.17
2 8 5.33 5 8 11.34 8 8 17.34 11 8 23.34
2 9 5.50 5 9 11.50 8 9 17.50 11 9 23.50
2 10 5.67 5 10 11.67 8 10 17.67 11 10 23.67
2 11 5.83 5 11 11.84 8 11 17.84 11 11 23.84
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Table 3-5. Effective January 1, 2018, BRS Percentage Multiplier Conversions (Continued)

BRS PERCENTAGE MULTIPLIER CONVERSIONS - EFFECTIVE JANUARY 1, 2018
Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) Years | Months | (%)
12 24.00 15 30.00 18 36.00 21 42
12 1 24.17 15 1 30.17 18 1 36.17 21 1 42.18
12 2 24.34 15 2 30.34 18 2 36.34 21 2 42.34
12 3 24.50 15 3 30.51 18 3 36.51 21 3 4251
12 4 24.67 15 4 30.67 18 4 36.67 21 4 42.68
12 5 24.84 15 5 30.84 18 5 36.84 21 5 42.84
12 6 25.01 15 6 31.01 18 6 37.01 21 6 43.01
12 7 25.17 15 7 31.17 18 7 37.17 21 7 43.18
12 8 25.34 15 8 31.34 18 8 37.34 21 8 43.34
12 9 2551 15 9 31.51 18 9 37.51 21 9 43.51
12 10 25.67 15 10 31.67 18 10 37.67 21 10 43.68
12 11 25.84 15 11 31.84 18 11 37.84 21 11 43.84
13 26.00 16 32.00 19 38.00 22 44.00
13 1 26.17 16 1 32.17 19 1 38.17 22 1 44.18
13 2 26.34 16 2 32.34 19 2 38.34 22 2 44.34
13 3 26.51 16 3 32.51 19 3 38.51 22 3 44.51
13 4 26.67 16 4 32.67 19 4 38.67 22 4 44.68
13 5 26.84 16 5 32.84 19 5 38.84 22 5 44.84
13 6 27.01 16 6 33.01 19 6 39.01 22 6 45.01
13 7 27.17 16 7 33.17 19 7 39.17 22 7 45.18
13 8 27.34 16 8 33.34 19 8 39.34 22 8 45.34
13 9 27.51 16 9 33.51 19 9 39.51 22 9 4551
13 10 27.67 16 10 33.67 19 10 39.67 22 10 45.68
13 11 27.84 16 11 33.84 19 11 39.84 22 11 45.84
14 28.00 17 34.00 20 40.00 23 46.00
14 1 28.17 17 1 34.17 20 1 40.17 23 1 46.18
14 2 28.34 17 2 34.34 20 2 40.34 23 2 46.34
14 3 28.51 17 3 34.51 20 3 40.51 23 3 46.51
14 4 28.67 17 4 34.67 20 4 40.67 23 4 46.68
14 5 28.84 17 5 34.84 20 5 40.84 23 5 46.84
14 6 29.01 17 6 35.01 20 6 41.01 23 6 47.01
14 7 29.17 17 7 35.17 20 7 41.16 23 7 47.18
14 8 29.34 17 8 35.34 20 8 41.34 23 8 47.34
14 9 29.51 17 9 35.51 20 9 41.51 23 9 47.51
14 10 29.67 17 10 35.67 20 10 41.67 23 10 47.68
14 11 29.84 17 11 35.84 20 11 41.84 23 11 47.84
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Table 3-5. Effective January 1, 2018, BRS Percentage Multiplier Conversions (Continued)

BRS PERCENTAGE MULTIPLIER CONVERSIONS - EFFECTIVE JANUARY 1, 2018
Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) Years | Months | (%)
24 48.00 27 54.00 30 60.00 33 66.00
24 1 48.18 27 1 54.18 30 1 60.18 33 1 66.18
24 2 48.34 27 2 54.34 30 2 60.35 33 2 66.35
24 3 48.51 27 3 54.51 30 3 60.51 33 3 66.51
24 4 48.68 27 4 54.68 30 4 60.68 33 4 66.68
24 5 48.84 27 5 54.84 30 5 60.85 33 5 66.85
24 6 49.01 27 6 55.01 30 6 61.01 33 6 67.01
24 7 49.18 27 7 55.18 30 7 61.18 33 7 67.18
24 8 49.34 27 8 55.34 30 8 61.35 33 8 67.35
24 9 49.51 27 9 55.51 30 9 61.51 33 9 67.51
24 10 49.68 27 10 55.68 30 10 61.68 33 10 67.68
24 11 49.84 27 11 55.84 30 11 61.85 33 11 67.85
25 50.00 28 56.00 31 62.00 34 68.00
25 1 50.18 28 1 56.18 31 1 62.18 34 1 68.18
25 2 50.34 28 2 56.34 31 2 62.35 34 2 68.35
25 3 50.51 28 3 56.51 31 3 62.51 34 3 68.51
25 4 50.68 28 4 56.68 31 4 62.68 34 4 68.68
25 5 50.84 28 5 56.84 31 5 62.85 34 5 68.85
25 6 51.01 28 6 57.01 31 6 63.01 34 6 69.01
25 7 51.18 28 7 57.18 31 7 63.18 34 7 69.18
25 8 51.34 28 8 57.34 31 8 63.35 34 8 69.35
25 9 51.51 28 9 57.51 31 9 63.51 34 9 69.51
25 10 51.68 28 10 57.68 31 10 63.68 34 10 69.68
25 11 51.84 28 11 57.84 31 11 63.85 34 11 69.85
26 52.00 29 58.00 32 64.00 35 70.00
26 1 52.18 29 1 58.18 32 1 64.18 35 1 70.18
26 2 52.34 29 2 58.35 32 2 64.35 35 2 70.35
26 3 52.51 29 3 58.51 32 3 64.51 35 3 70.51
26 4 52.68 29 4 58.68 32 4 64.68 35 4 70.68
26 5 52.84 29 5 58.85 32 5 64.85 35 5 70.85
26 6 53.01 29 6 59.01 32 6 65.01 35 6 71.01
26 7 53.18 29 7 59.18 32 7 65.18 35 7 71.18
26 8 53.34 29 8 59.35 32 8 65.35 35 8 71.35
26 9 53.51 29 9 59.51 32 9 65.51 35 9 7151
26 10 53.68 29 10 59.68 32 10 65.68 35 10 71.68
26 11 53.84 29 11 59.85 32 11 65.85 35 11 71.85
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Table 3-5. Effective January 1, 2018, BRS Percentage Multiplier Conversions (Continued)

BRS PERCENTAGE MULTIPLIER CONVERSIONS - EFFECTIVE JANUARY 1, 2018
Service Multiplier Service Multiplier Service Multiplier Service Multiplier
Years | Months | (%) Years | Months | (%) Years | Months | (%) Years | Months | (%)
36 72.00 38 76.00 40 80.00 42 84.00
36 1 72.18 38 1 76.18 40 1 80.18 42 1 84.18
36 2 72.35 38 2 76.35 40 2 80.35 42 2 84.35
36 3 72.51 38 3 76.52 40 3 80.52 42 3 84.52
36 4 72.68 38 4 76.68 40 4 80.68 42 4 84.68
36 5 72.85 38 5 76.85 40 5 80.85 42 5 84.85
36 6 73.01 38 6 77.02 40 6 81.02 42 6 85.02
36 7 73.18 38 7 77.18 40 7 81.18 42 7 85.18
36 8 73.35 38 8 77.35 40 8 81.35 42 8 85.35
36 9 73.51 38 9 77.52 40 9 81.52 42 9 85.52
36 10 73.68 38 10 77.68 40 10 81.68 42 10 85.68
36 11 73.85 38 11 77.85 40 11 81.85 42 11 85.85
37 74.00 39 78.00 41 82.00 43 86.00
37 1 74.18 39 1 78.18 41 1 82.18 43 1 86.18
37 2 74.35 39 2 78.35 41 2 82.35 43 2 86.35
37 3 7451 39 3 78.52 41 3 82.52 43 3 86.52
37 4 74.68 39 4 78.68 41 4 82.68 43 4 86.68
37 5 74.85 39 5 78.85 41 5 82.85 43 5 86.85
37 6 75.02 39 6 79.02 41 6 83.02 43 6 87.02
37 7 75.18 39 7 79.18 41 7 83.18 43 7 87.18
37 8 75.35 39 8 79.35 41 8 83.35 43 8 87.35
37 9 75.52 39 9 79.52 41 9 83.52 43 9 87.52
37 10 75.68 39 10 79.68 41 10 83.68 43 10 87.68
37 11 75.85 39 11 79.85 41 11 83.85 43 11 87.85

NOTE: To derive multipliers for service in excess of 43 years and 11 months, divide the number of whole months
by 12, compute the quotient to three digits, round to two digits, and add this to the number of years. Then, multiply
by .02.

Example 1: 20 years, 7 months, 13 days
7 months + 12 = .583 (.58)
20.58 x .02 = 41.16%

Example 2: 44 years, 8 months, 28 days

8 months + 12 = .667 (.67)
44.67 x .02 = 89.34%
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Table 3-6. Reduction Factors Applicable to TERA

REDUCTION FACTORS APPLICABLE TO TEMPORARY EARLY RETIREMENT AUTHORITY
Months Less Reduction Months Less Reduction Months Less Reduction
than 240 Factor than 240 Factor than 240 Factor
1 .99917 2 .99833 3 .99750
4 .99667 5 .99583 6 .99500
7 .99417 8 .99333 9 .99250
10 99167 11 .99083 12 .99000
13 .98917 14 .98833 15 .98750
16 .98667 17 .98583 18 .98500
19 .98417 20 .98333 21 .98250
22 .98167 23 .98083 24 .98000
25 97917 26 .97833 27 97750
28 .97667 29 .97583 30 .97500
31 97417 32 .97333 33 .97250
34 97167 35 .97083 36 .97000
37 96917 38 .96833 39 .96750
40 .96667 41 .96583 42 .96500
43 .96417 44 .96333 45 .96250
46 .96167 47 .96083 48 .96000
49 95917 50 .95833 51 .95750
52 .95667 53 .95583 54 .95500
55 .95417 56 .95333 57 .95250
58 .95167 59 .95083 60 .95000

NOTE: Mathematically, the reduction factor (RF) is one minus one twelve hundredth of the difference between 240
and the number of months or remaining portion of a month of active service of such member. Thus, for 188 months
the reduction factor is computed as:

RF= 1.0 [(240-188)/1200]
1.0 - [52/1200]
1.0 - .04333
95667
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CHAPTER 4
RECOUPMENT OF SEPARATION PAYMENTS
1.0 GENERAL
11 Purpose

This chapter provides guidance for the recoupment of payments made to members whose
status transitions from involuntary discharge, release from active duty, disability separation, or
voluntary separation, to retiree.

1.2 Authoritative Guidance

The pay policies and requirements established by DoD in this chapter are derived primarily
from, and prepared in accordance with the United States Code (U.S.C.), including Titles 10, 14,
and 38. The specific statutes, regulations, and other applicable guidance that govern each
individual section are listed in a reference section at the end of the chapter.

2.0 DEFINITIONS
2.1  Readjustment Pay

Readjustment Pay is a lump-sum payment to members of a Reserve Component of any
Military Service, members of the Army or Air Force without component, and Regular Army
commissioned officers below the grade of O-4 who were on active duty (other than for training)
on September 14, 1981, and were involuntarily released after completing at least 5 years of
continuous active duty and who did not qualify for retirement. Separation Pay superseded
Readjustment Pay.

2.2 Nondisability Severance Pay

Nondisability Severance Pay is a lump-sum payment to certain commissioned and warrant
officers, who were on active duty (other than for training) on September 14,1981, and
involuntarily discharged from active duty under certain conditions. Separation Pay superseded
Nondisability Severance Pay. Note: This chapter uses the term “Nondisability Severance Pay”
when referring to what is commonly known as “Severance Pay” as a mechanism to distinguish
severance pay from disability severance pay.

2.3 Separation Pay
Separation Pay is a lump-sum payment to a member of the Uniformed Services who is

discharged involuntarily or released from active duty and who does not qualify for retired pay. For
more information, see Volume 7A, Chapter 35.
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2.4  Disability Severance Pay (DSP)

The DSP is a lump-sum payment to a member of the Uniformed Services involuntarily
separated from the military service for minor physical disability and who does not qualify for
disability retired pay.

2.5  Voluntary Separation Incentive (VSI)

The VSI is an annual payment to members who separated voluntarily from service before
December 31, 2001, under conditions prescribed by the Secretary of the Military Department
concerned (or designee). Voluntary Separation Pay (VSP) superseded VSI.

2.6 Special Separation Benefit (SSB)

The SSB is a lump-sum payment to members who separated voluntarily from service
before December 31, 2001, under conditions prescribed by the Secretary of the Military
Department concerned (or designee). VSP superseded SSB.

*2.7 Voluntary Separation Pay (VSP)

The VSP is an annual or lump-sum payment to certain members to encourage them to leave
active duty voluntarily. The authority to separate a member in conjunction with VVSP applies for
the period of October 17, 2006, through December 31, 2025. Specific administration of the VSP
program procedures is detailed in DoDI 1332.43, to include: eligibility; ineligibility; application
and approval; Ready Reserve obligations, benefits, and payment methods; repayment; deduction
for disability compensation; and separation program designation codes and reentry codes.

2.8 Recoupment

To align entitlement to retirement benefits with applicable active service, this chapter uses
the term recoupment in conjunction with the recovery of readjustment pay, nondisability severance
pay, separation pay, DSP, VSI, SSB, or VSP previously received.
2.9 Reserve Special Separation Pay (RSSP)

The RSSP is payable to Reserve members who had completed more than 20 years of

service but who had not reached age 60. Payment of RSSP is not subject to recoupment from
retired pay. For more information, see Volume 7A, Chapter 58.



DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 4
*December 2024

3.0 READJUSTMENT PAY
3.1 General Provisions

3.1.1. A member who received readjustment pay before September 15, 1981, because of
involuntary discharge or release from active duty after June 28, 1962, and who later qualifies for
retired pay under Title’s 10 or 14, U.S.C. upon completion of 20 years of active service, must have
the retired pay withheld until a total of 75 percent of the readjustment pay has been recovered. For
this purpose, consider a member who transferred to the Fleet Reserve or the Fleet Marine Corps
Reserve to have “qualified for retired pay under a statute authorizing retirement upon completion
of 20 years of active service,” even though such transfer may have occurred after completion of
less than 20 years of actual service. See Table 4-1.

3.1.2. A Regular Army commissioned officer in the grade of O-1, O-2, or O-3 who
received readjustment pay from December 30, 1974 through December 30, 1977, and who later
qualifies for retired pay upon completion of 20 years of active service, must have the retired pay
withheld until a total of 75 percent of the readjustment pay has been recovered. See Table 4-1.

3.1.3. A member of the Uniformed Services who served on active duty as a temporary
officer and held a Reserve officer status upon release from active duty, and received readjustment
pay after June 28, 1962, but before September 15, 1981, and who later qualifies for retired pay
upon completion of 20 years of active service, must have the retired pay withheld until a total of
75 percent of the readjustment pay has been recovered. See Table 4-1.

3.1.4. A member who received readjustment pay on September 15, 1981, or later, and who
later qualifies for retired pay, must have the retired pay reduced until the recovery of the full
amount of the readjustment pay. See subparagraph 3.2.2.

3.2  Recoupment of Readjustment Pay
3.2.1. Readjustment Pay Received Before September 15, 1981.

3.2.1.1. Defense Finance and Accounting Service (DFAS) will deduct a total of 75
percent of the gross readjustment pay without interest immediately from retired pay.

3.2.1.2. There is no entitlement to retired pay until the recovery of 75 percent of
the lump-sum readjustment pay. During the period that the member is not entitled to retired pay,
the member must pay the cost for coverage under the Survivor Benefit Plan (SBP) by direct
remittance to:

Defense Finance and Accounting Service, DFAS-CL
SBP and RSFPP Remittance

P.O. Box 979013

St. Louis, MO 63197-9000
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3.2.2. Readjustment Pay Received September 15, 1981, or Later. A member who received
readjustment pay on September 15, 1981, or later, and who subsequently qualifies for retired pay
will have the retired pay reduced in accordance with section 10.0 until the recovery of the full
amount of the readjustment pay.

4.0 NONDISABILITY SEVERANCE PAY
4.1 General Provisions

Before September 15, 1981, certain provisions of law governing separation from the active
list required recoupment of nondisability severance pay upon a member’s retirement. See
Table 4-2 for conditions governing recoupment of nondisability severance pay received before
September 15, 1981. Members who receive nondisability severance pay on September 15, 1981
or later, and who subsequently qualify for retirement, are subject to recoupment under
paragraph 4.2.

4.2  Recoupment of Nondisability Severance Pay

DFAS must recoup lump-sum nondisability severance pay by deducting from retired pay
each month an amount as specified in section 10.0 until the total deducted equals the amount of
the nondisability severance pay received.

5.0 SEPARATION PAY
*5.1 General Provisions

Separation pay has replaced readjustment pay and nondisability severance pay for
involuntary separation of all members of the active and reserve forces other than those separated
for disability. For information on eligibility requirements for separation pay, see Volume 7A,
Chapter 35. Specific administration of the Involuntary Separation Pay procedures is detailed in
DoDI 1332.29, to include: eligibility; computation; repayment; and sole survivorship discharge.

5.2  Recoupment of Separation Pay

5.2.1. A member who received separation pay and who later qualifies for retired or retainer
pay under Titles 10 or 14 of the U.S.C. will have a monthly installment deducted from payment of
such retired or retainer pay. See section 10.0.

5.2.2. A member who receives separation pay, and who also is eligible for disability
compensation from Department of Veteran Affairs (VA), will have an amount, equal to the total
amount of separation pay received, deducted by the VA from the disability compensation awarded.
The VA will not deduct separation pay from disability compensation if disability is based on
service performed after receiving separation pay.
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5.3  Collection of Separation Pay - Boards for Correction of Military Record Cases

Pursuant to 10 U.S.C. § 1552, the Secretary concerned may correct the military record of
a member who was previously paid separation pay to reflect the member has been retired or has
been restored to active duty and then retired. Based on the corrected record, the separation pay
payment, which was proper when made, is now considered an erroneous payment. Thus, a debt
must be established for any separation pay previously paid to the member and must be collected
from the member. If the member is restored to active duty and then retired, the Correction of
Records/Claims Directorate, Debt and Claims Management Office should coordinate with
Retirement and Annuitant (R&A) Pay regarding the priority for the collection of the separation
pay debt. Generally, the separation pay is first offset from any active pay due and then any military
retired pay or Combat-Related Special Compensation (CRSC) payments due as a result of the
record correction. If the separation debt cannot be fully collected from retroactive amounts due,
then collection of the remainder of the debt must be made pursuant to the authority under
Volume 16.

6.0 DISABILITY SEVERANCE PAY (DSP)
6.1 General Provisions

Upon determination by the Secretary concerned that a member of the Armed Forces is unfit
to perform the duties of his office, grade, rank or rating because of physical disability rated less
than 30 percent, the department may separate the member with disability severance pay. For
information on eligibility requirements for disability severance pay, see Volume 7A, Chapter 35.

6.2 Recoupment of DSP

When the Secretary concerned approves a recommendation from the Physical Disability
Board of Review (PDBR) to award military disability retirement, DFAS must take action to recoup
any disability severance pay previously paid to that member. Recoupment will be consistent with
the parameters established in section 10.0, except as noted in paragraph 6.3 and subparagraphs
6.2.1 and 6.2.2.

6.2.1. In most cases, members entitled to disability severance pay will also qualify for the
VA disability compensation. In order to avoid duplicate collection, DFAS will reduce the recovery
amount of disability severance pay by any amount already separately recovered by the VA through
reduction of the VA disability compensation. In such cases, the amount deducted by the VA from
the disability compensation will reduce the gross amount of disability severance pay to be
recouped by the DoD.

6.2.1.1. To determine the retroactive entitlement of retired pay that is payable to
the member, offset the entire VA disability compensation amount that is awarded (prior to any
reduction of such VA disability compensation to offset the collection of disability severance pay)
from the total retroactive retired pay entitlement. This will result in an amount of the VA disability
compensation plus military retired pay paid to the member that is equal to that which the member
would have been entitled to had he/she originally been retired instead of separated.
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6.2.1.2. DFAS will first apply the entire amount of any retroactive retired pay
and/or CRSC entitlement to any required recoupment of disability severance pay without regard
to the percentage limitations specified in section 10.0. In determining the retroactive entitlement
to retired pay, service members must be treated as though they were retired on the original date of
separation, without regard to any disability severance payment received or any reduction in the
VA disability compensation to recoup previously paid disability severance pay. In order to
determine the amount subject to recoupment, as well as any amount payable to a member, DFAS
will determine the amount of retired pay that would have been available had the member originally
been retired instead of separated. The total amount to recoup will be the full gross amount of
disability severance pay originally paid to the member.

6.2.1.3. As stated in subparagraph 6.2.1, the VA deducts disability severance
compensation from any VA compensation for the same disability to which the member or
member’s dependents become entitled under any law administered by the VA. There are two
exceptions:

6.2.1.3.1. The VA will make no deduction in the case of disability
severance pay received by a member for a disability incurred in the line of duty in a combat zone
or incurred during performance of duty in combat-related operations as designated by the Secretary
of Defense.

6.2.1.3.2. The VA will make no deduction from any death compensation to
which a member’s dependents become entitled after the member’s death.

6.2.2. Members must be promptly notified that future payments of disability retired pay
will be subject to reduction until the gross amount of the disability severance pay has been
recovered.

6.3  Collection of DSP — Board for Correction of Military Record Cases

The Secretary concerned may change a military record pursuant to the authority at
10 U.S.C. § 1552 in order to award military disability retirement to a member who has previously
received DSP. If this occurs, any DSP previously paid to the member must be established as a
debt and collected from the member. The DSP amount must first be offset from any military
retired pay or CRSC payments due the military retiree as a result of the record correction. If the
DSP debt cannot be fully collected from retroactive amounts due, then collection of the remainder
of the debt must be made pursuant to the authority under Volume 16.

6.4  Survivor Benefit Plan (SBP) Participation

6.4.1. Members whose record is corrected to a military disability retirement under the
PDBR process, and who were married on the retirement effective date, will receive automatic full
spouse coverage under the SBP, unless the member makes an affirmative election on a DoD
(DD) DD Form 2656, Data for Payment of Retired Personnel, for less than full spouse coverage
within 90 days of being provided a DD Form 2656. If the member elects less than full spouse
coverage, including an election not to participate in SBP program or an election for child-only
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coverage, the election must include a spousal concurrence signed by the person who was the
member's spouse on the effective retirement date, as determined by the PDBR, unless such person
is deceased. If the member was married on the effective retirement date, but has since divorced
that spouse, the member must still submit a concurrence to elect less than full spouse coverage
signed by the person who was the member's spouse on the effective retirement date, unless the
whereabouts of the member's now former spouse are unknown and the member submits an
affidavit verifying that the former spouse's whereabouts are unknown, along with a copy of the
parties' divorce decree. The spouse's concurrence on the DD Form 2656 must be signed on or after
the date of the member's signature and otherwise conform to an election regarding spouse
coverage.

6.4.2. A spouse who was married to the member on the effective date of retirement, who
was subsequently divorced from the member and who has not signed the spousal concurrence on
DD Form 2656, has 1 year from the date of the approved PDBR recommendation authorizing
disability retirement to make a deemed former spouse SBP election, provided there is already in
effect a court-approved written agreement or court order requiring the member to elect to provide
such an annuity to the former spouse.

6.4.3. If the member had a former spouse on the effective retirement date, the member
may elect former spouse SBP coverage. There is no requirement for spousal concurrence for a
former spouse election, although the member’s current spouse should be provided written notice
of the former spouse election. A member who was not married and had no dependent child on the
effective date of retirement, who remarries or acquires a dependent child subsequent to the
effective date of retirement, may elect to participate in the SBP. The member has 1 year from
either the date of acquiring a spouse or dependent child or the date of the approved PDBR
recommendation authorizing disability retirement, whichever is later.

6.4.4. If the member had no spouse or dependent child on the effective retirement date and
is not otherwise required to provide former spouse coverage, the member may elect to provide an
annuity for an insurable interest person if such individual would have been qualified on the
effective date of retirement.

6.4.5. Monthly SBP premiums for automatic or properly elected coverage must be charged
from the effective retirement date, with the exception that no SBP premiums will be due if the
member elects not to participate in the SBP program with proper spousal concurrence within 90
days of the PDBR action awarding a disability retirement or 90 days of the date that the member
has been provided a DD Form 2656 to elect SBP participation.

6.4.6. If a member, who is retired for disability as a result of an approved PDBR action,
had previously made a Reserve Component Survivor Benefit Plan (RCSBP) election, that RCSBP
election will be considered of no effect if the PDBR action is approved prior to the date that the
member would have become eligible for reserve retired pay under 10 U.S.C., Chapter 1223.
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7.0 VOLUNTARY SEPARATION INCENTIVE (VSI)
7.1 General Provisions

Certain members who voluntarily separated before December 31, 2001, received annual
payments of VSI based on their grade or rank at separation and number of years of service
creditable for retirement purposes. See Volume 7A, Chapter 35 for eligibility requirements.

7.2  Beneficiary Payment Procedures

Upon the death of the member, DFAS Cleveland Site will pay all remaining VSI
installments to the designated beneficiaries. DFAS will distribute VSI installment payments
according to the legal order of precedence if there is no valid designation on file and maintained
at DFAS Cleveland Site. See Chapter 23 for more information regarding beneficiary payment
procedures.

7.3 Recoupment of VSI

7.3.1. A member who has received VSI, who later qualifies for retired or retainer pay
under Titles 10 or 14 of the U.S.C., must have the amount of VVSI deducted from each payment of
such retired or retainer pay by a monthly installment not to exceed 40 percent of the member’s
gross retired pay as specified in paragraph 10.4. The gross retired pay amount paid does not
include any amounts offset because of the member’s receipt of military compensation between the
date of separation which caused the VSI to begin and the date that he or she became eligible for
receipt of retired pay.

7.3.2. In a case in which a member is receiving simultaneous VSI and retired pay, the
member may elect to terminate the receipt of VSI. Such election is permanent and irrevocable.
Under these circumstances, effective after such election to terminate VSI, DFAS will reduce the
rate of monthly recoupment from retired pay of VSI received in accordance with
subparagraph 7.3.1. The rate of recoupment will be reduced in accordance with the following
formula: Divide the total number of months that would not be paid as a result of the member’s
election to terminate the VSI by the number of months that the VSI was scheduled to be paid.
Multiply the resulting fraction, which is a percentage rate of reduction, by the percentage in
subparagraph 7.3.1 to compute a percentage that is the proportionate rate of reduction; and,
subtract the proportionate rate of reduction from the original rate of reduction in
subparagraph 7.3.1 to determine the reduced rate of recoupment from retired pay.

7.3.3. A member who is receiving VSI payments will not be deprived of this incentive by
reason of entitlement to disability compensation under the laws administered by the VA, but there
will be deducted from VSI payments an amount equal to the amount of any such disability
compensation concurrently received. Notwithstanding the preceding sentence, DFAS will make
no deduction from VSI payments for any disability compensation received because of an earlier
period of active duty if the member receives VSI because of discharge or release from a later period
of active duty.
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7.3.3.1. Any reduction in VSI as a result of receipt of the VA disability
compensation will reduce the gross amount of VSI paid, as described in subparagraph 7.3.1, and
will not be recovered through recoupment from retired pay.

7.3.3.2. In a case in which a member is receiving simultaneous VSI and retired
pay, DFAS will reduce the VSI payment by the amount of any VA disability compensation. In
addition, the member’s election to waive retired pay, as described under Chapter 12, subparagraph
1.1.1.1, will also still apply. Furthermore, DFAS will reduce the member’s retired pay as described
in subparagraph 7.3.1.

8.0 SPECIAL SEPARATION BENEFIT (SSB)
8.1 General Provisions

Under conditions prescribed by the Secretary of the Military Department concerned (or
designee), a member who separated voluntarily from a Military Service before
December 31, 2001, could elect to receive an SSB.

8.2 Recoupment of SSB

If a member who has received an SSB payment later qualifies for retired or retainer pay
under Titles 10 or 14 of the U.S.C., DFAS will recoup the gross amount of SSB received through
a monthly installment from each payment of such retired or retainer pay as specified in section
10.0.

9.0 VOLUNTARY SEPARATION PAY (VSP)
*9.1 General Provisions

Certain  members who voluntarily separate between October 17, 2006 and
December 31, 2025, may receive a lump-sum VSP in an amount up to four times the full amount
of the separation pay a member may receive. See Volume 7A, Chapter 35 for more information
on separation pay. Specific administration of the VSP program procedures is detailed in
DoDI 1332.43, to include: eligibility; ineligibility; application and approval; Ready Reserve
obligations, benefits, and payment methods; repayment; deduction for disability compensation;
and separation program designation codes and reentry codes.

9.2 Recoupment of VSP

9.2.1. A member who is paid VSP and who later qualifies for retired or retainer pay under
Titles 10 or 14 of the U.S.C., will have deducted from each payment of such retired or retainer pay
a monthly installment specified by the Secretary of the Military Department concerned (or
designee). The total amount of retired or retainer pay deductions will equal the total amount paid
to the member. See also Volume 7A, Chapter 35, paragraph 8.9.
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9.2.2. The requirement to repay VSP following retirement from the Armed Forces does
not apply to an officer who was eligible to retire at the time the officer applied and was accepted
for VSP benefits.

9.2.3. The Secretary of the Military Department concerned (or designee) may waive the
requirement to repay VSP if it is determined that recovery would be against equity and good
conscience and would be contrary to the best interests of the United States. Upon approval, the
Military Department concerned will forward a copy of all waivers to the Deputy Under Secretary
of Defense, Military Personnel Policy.

9.2.4. Waivers by the Secretary of the Military Department concerned (or designee) must
be determined on a case-by-case basis, which requires identification of the individual member, the
amount of debt, and the circumstances of each case. The Principal Deputy Under Secretary of
Defense, Personnel and Readiness, will review, in coordination with the DoD Office of General
Counsel, any waiver by a Secretary of the Military Department (or designee) that applies to more
than one individual. This review process will ensure a consistent consideration of the equities in
such cases throughout DoD.

9.3  Repayment For Members Who Return to Active Duty
See Volume 7A, Chapter 35, paragraph 8.11.

10.0 RECOUPMENT OF SEPARATION PAY, NONDISABILITY SEVERANCE PAY,
READJUSTMENT PAY, OR DISABILITY SEVERANCE PAY

10.1 Members Affected

Service members who received separation pay, nondisability severance pay, readjustment
pay, or DSP under any provision of law based on service in the Armed Forces, or a member
awarded disability retirement from the PDBR, as described in paragraph 6.2, who subsequently
qualify under Titles 10 or 14 of the U.S.C. for retired or retainer pay will have deducted an amount
equal to the total amount of separation pay, nondisability severance pay, readjustment pay, or DSP,
without regard to any withholding for taxes. DFAS will make such deductions from each payment
of retired or retainer pay until the total amount recouped is equal to the total amount of separation
pay, nondisability severance pay, readjustment pay, or DSP. The member may authorize a
deduction in an amount greater than that required by law.

10.2 VA Disability Compensation

10.2.1. In some cases, members entitled to disability retired pay will also qualify for the
VA disability compensation. In such cases, the amount deducted to recoup the separation payment
by the VA will reduce the gross amount of separation, severance or readjustment pay to be
recouped by DoD.

10.2.2. DFAS will subtract the gross monthly amount of the VA disability compensation
from the gross monthly amount of the retired pay subject to recoupment. DFAS will then use this
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adjusted gross retired pay in place of gross retired pay for members with a VA waiver. In cases
where the amount of the VA disability compensation award is greater than military retired pay,
recoupment of disability severance pay will be suspended until, when or if, the amount of gross
retired pay exceeds the monthly VA disability compensation except as provided in paragraph 10.3.

*10.3 Concurrent Receipt Programs

Members who meet all the eligibility criteria for the CRSC program or for Concurrent
Military Retirement Pay and Department of Veterans Affairs Disability Compensation must have
their CRSC or retired pay entitlement computed based on the full amount of retired pay and the
full amount of the applicable VA disability compensation (i.e., before any reductions for
recoupment of separation, nondisability severance, readjustment pay, or DSP). In other words,
DFAS must compute the CRSC or retired pay entitlement amount without regard to the
recoupment of separation, severance, or readjustment pay. DFAS must add the CRSC or retired
pay entitlement to the adjusted gross retired pay remaining after the VA disability compensation
offset in determining the amount of the monthly disability severance pay recoupment and must be,
along with the adjusted gross retired pay, available for reduction.

10.4 Recoupment Rates

The maximum rate of recoupment will be no more than an amount equal to 40 percent of
the member’s gross retired pay.

10.4.1. DFAS will re-compute the monthly recoupment rate when there is an increase in
gross or adjusted gross retired pay for cost-of-living adjustments, except when the member has
authorized withholding at a higher monthly rate.

10.4.2. DFAS will make no income tax withholding from retired pay used for satisfying
the recoupment of separation pay, nondisability severance pay, readjustment pay, or DSP. Neither
is such pay included on Internal Revenue Service Form 1099-R, Distribution from Pensions,
Annuities, Retirement Profit Sharing Plans, IRAs, Insurance Contracts, nor is it reported as taxable
income. The gross taxable income is the difference between the amount of the recoupment and
adjusted gross retired pay.

10.4.3. DFAS will provide written notification to members subject to recoupment. DFAS
sends this notice 90 days in advance of the initial collection from the member’s retired pay. The
written notification will provide the current outstanding balance and the proposed monthly
recoupment amount and explain the options of a more lenient repayment request if the member
asserts that the maximum rate of recoupment imposes a financial hardship. See paragraph 10.6.
The written notification will also explain the requirement for concurrent recoupment of the
separation or nondisability severance pay by both DFAS and VA.
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10.5 Exceptions

10.5.1. Those members whose recoupment rates were suspended in May 2009, by the
direction of the Office of the Under Secretary of Defense (Comptroller) memorandum, dated
May 18, 2009, and whose recoupment rates under the previous formula were less than the new
maximum percentage will be reinstated at the previously established lower rate.

10.5.2. Members may, at their personal discretion, request to increase their recoupment to
a rate greater than the maximum, in order to shorten the term of recoupment.

10.6  Financial Hardship

A member whose retired pay is subject to recoupment based on paragraph 10.1 may, at any
time, request a review of the amount recouped based upon materially changed circumstances such
as disability, divorce, or illness that results in the imposition of undue financial hardship on the
member and the member’s dependents. A member requesting such a review will submit the basis
for claiming that the current rate of recoupment results in an undue financial hardship along with
supporting documentation. DFAS will consider any information submitted and make a
determination in accordance with the following procedures and standards.

10.6.1. A rate of recoupment results in an undue financial hardship for a member and his
dependents if the recoupment amount prevents the member from meeting the costs necessarily
incurred for essential subsistence expenses of the member and the member’s dependents. These
essential subsistence expenses include costs incurred for food, housing, necessary public utilities,
clothing, transportation and medical care.

10.6.2. In determining whether the recoupment amount prevents the member from
meeting the essential subsistence expenses described in subparagraph 10.6.1, DFAS will consider
the following:

10.6.2.1. The income from all sources of the member, the member’s spouse, and
dependents;

10.6.2.2. Whether these essential subsistence expenses have been minimized to the
greatest extent possible; and

10.6.2.3. The extent to which the member and the member’s spouse and
dependents have other exceptional expenses that DFAS should take into account and whether these
expenses have been minimized to the greatest extent possible.

10.6.3. If there is an undue financial hardship, DFAS will reduce the recoupment rate
based on the member’s financial condition. Any reduction of the recoupment rate will be effective
for 1 year. Upon the expiration of 1 year, the recoupment rate will revert back to 40 percent unless
the member has reapplied for a reduction in rate and can again demonstrate financial hardship.
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10.6.4. DFAS will adjust the rate of recoupment based on the following formula:

10.6.4.1. Subtract the total monthly living expenses from the total monthly income.
The result is the net income available for monthly recoupment.

10.6.4.2. The net income available for monthly recoupment will be divided by the
gross monthly retired pay to determine the actual recoupment percentage. If the result is 40 percent
or greater, the recoupment is limited to 40 percent. A result of 10 percent or less limits the
recoupment to 10 percent. DFAS will apply any factor within the range of 10 to 39 percent as the
actual percentage with any fractional portions of a percentage point rounded down to the lower
whole percentage point.
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Figure 4-1. Financial Hardship Calculation Examples

EXAMPLE A:

Gross Monthly Income: Actual Monthly Expenses:

Retired Pay $ 3,000.00 Rent/Mortgage $ 1,500.00

Other income 460.00 Electric $ 80.00

Spouse's income $ 500.00 Natural Gas $ 125.00

Total Income $ 3,960.00 Telephone $ 35.00
Water $ 20.00
Food $  400.00
Car Payment $ 280.00
Health Care $ 500.00
Total Expenses $ 2,940.00

Total Income $ 3,960.00

Total Expenses $ 2,940.00

Net Income $ 1,020.00 (Available for recoupment)

Divide the member's Net Income ($1,020.00) by the gross retired pay ($3,000.00)
which equals .34 or a recoupment rate of 34%.

EXAMPLE B:

Gross Monthly Income: Actual Monthly Expenses:

Retired Pay $ 2,000.00 Rent/Mortgage $ 800.00

Spouse's income $ 500.00 Electric $ 80.00

Total Income $ 2,500.00 Natural Gas $ 125.00
Telephone $ 35.00
Water $ 20.00
Food $ 200.00
Car Payment $  280.00
Health Care $ 900.00
Total Expenses $ 2,440.00

Total Income $ 2,500.00

less: Total Expenses $ 2440.00

Net Income $ 60.00 (Available for recoupment)

Divide the member's Net Income ($60.00) by the gross retired pay ($2,000.00)
which equals .03. In this case, it defers to the minimum recoupment rate of 10%
or $200.00 as referenced in subparagraph 10.6.4.2.
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Table 4-1. Recoupment of Readjustment Pay Received Before September 15, 1981 (Note 1)

continuous active service
because of a reduction in

R .
and received before and later :
U | If amember e then readjustment
September 15, 1981 qualifies for :
L |wasa . pay Is
E (note 1) retirement
1 | Reserve member | readjustment payment after 20 years of recouped
(or member of upon involuntary release | active service immediately upon
the Army or Air | after at least 5 years of (note 2) retirement at the rate
Force without continuous active service of 75 percent of the
component after June 28, 1962 gross readjustment
(temporary)) pay (note 3).
2 | regular Army readjustment payment after 20 years of recouped
officer below the | upon involuntary release | active service immediately upon
grade of O-4 after at least 5 years of (note 2) retirement at the rate

of 75 percent of the
gross readjustment

on active duty

upon involuntary release

a period of

force for the period pay (note 3).
December 30, 1974
through
December 30, 1977
3 | temporary officer | readjustment payment for disability after | recouped

immediately upon

and held a after at least 5 years of enlisted service retirement at the rate
Reserve officer continuous active service | and also qualifies | of 75 percent of the
status after June 28, 1962 for retirement for | gross readjustment
20 years of active | pay (note 3).
service
NOTES:
1. For recoupment of readjustment pay received September 15, 1981, or later, see
subparagraph 3.2.2.
2. Includes transfer to Fleet Reserve or Fleet Marine Corps Reserve with less than 20 years of

active service if otherwise qualified.
3. Payment of readjustment pay before June 28, 1962 is not recouped from retired pay.
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Table 4-2. Recoupment of Nondisability Severance Pay Received Before September 15, 1981

(Note)

R and received .
E ITa r\z:r:ber and was discharged | before September | and Iatefr qualifies then
= 15, 1981 (note) or
1 |aRegular because of failure of nondisability retired pay do not deduct
commissioned selection for promotion | severance pay nondisability
Air Force or to grade O-3 or above severance pay.
Army officer
2 |aRegular because of moral or nondisability retired pay do not deduct
commissioned professional dereliction, | severance pay nondisability
Air Force or or unsatisfactory severance pay.
Army officer performance
3 |aRegular because of nondisability retired pay deduct full amount
commissioned unsatisfactory severance pay of nondisability
officer of the performance with less severance pay.
Navy, Marine than 20 years
Corps, or Coast
Guard
4 | aRegular because of failure of nondisability retired pay deduct full amount
commissioned selection for promotion | severance pay of nondisability
officer of the to grade O-3 or above severance pay.
Navy, Marine
Corps, or Coast
Guard
5 |aRegular because of unfitness or | nondisability retired pay deduct full amount
warrant officer unsatisfactory severance pay of nondisability
of any Military | performance of duty severance pay.
Service and did not reenlist
6 |aRegular because of failure of nondisability retired pay deduct full amount
warrant officer | selection for promotion | severance pay of nondisability
of any Military | and did not reenlist or severance pay.
Service was not retained on
active duty as a regular
warrant officer
7 | an officer of the | because found not nondisability retired pay do not deduct
Navy or Marine | qualified from causes severance pay nondisability
Corps arising from own severance pay.
misconduct upon
reexamination for
promotion
8 |afemale officer |because she isnotona | nondisability
of the Regular promotion list and has | severance pay
Navy or Regular | completed 13 years of
Marine Corps in | active service in the
grade O-3 Navy or Marine Corps
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Table 4-2. Recoupment of Nondisability Severance Pay Received Before September 15, 1981
(Note) (Continued)

R .

u If a member . and received and later qualifies

L was and was discharged | before September for then

E 15, 1981 (note)

9 |afemale officer | because she isnotona | nondisability retired pay do not deduct
of the Regular promotion list and has | severance pay nondisability
Navy or Regular | completed 7 years of severance pay.
Marine Corps in | active service in the
grade O-2 Navy or Marine Corps

10 | anensign inthe | because found not nondisability retired pay do not deduct
Navy or a second | professionally qualified | severance pay nondisability
lieutenant in the | upon reexamination for severance pay.
Marine Corps promotion

11 | a Reserve without the member’s | nondisability retired pay do not deduct
member of any | consent before active severance pay nondisability
Military Service | duty agreement under severance pay.

10 U.S.C. § 12311(a)
expired

12 | a Regular because performance is | nondisability retired pay do not deduct
commissioned below standard or severance pay nondisability
officer of the because of moral or severance pay.
Coast Guard professional dereliction

NOTE: For recoupment of nondisability severance pay received September 15, 1981 or later, see
paragraph 4.2.
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VOLUME 7B, CHAPTER 5: “CONFLICT-OF-INTEREST, CONVICTIONS AND
FOREIGN GOVERNMENT EMPLOYMENT”

SUMMARY OF MAJOR CHANGES
Changes are identified in this table and also denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated December 2021 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
All U_pdated hyperlln_ks_, statutes, and fqrmattlng in compliance Revision
with current administrative instructions.
. Renamed chapter to “Conflict-of-interest, Convictions and -
Title Revision

Foreign Government Employment.”

Deleted paragraph 2.1.2 since it was deemed vague and
2.1.2 already detailed in Section 207 of Title 18 of the United Deletion
States Code and all subsequent subparagraphs redesignated.

Revised the entire section to include foreign payments and to
4.0 provide clarity to stated laws, guidance, and the Revision
responsibilities of the Services and DFAS.

Deleted paragraph titled Determination of Newly

51 Democratic Nation since it is already included later in the Deleted
same section and all subsequent subparagraphs redesignated.
References Updated references where applicable. Revision
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CHAPTER 5

CONFLICT-OF-INTEREST, CONVICTIONS AND FOREIGN GOVERNMENT
EMPLOYMENT

1.0 GENERAL
1.1 Purpose

This chapter addresses employment of personnel who are drawing military retired pay.
This includes, but is not limited to foreign government employment, service in military forces of
newly democratic nations, conflict-of-interest issues, and convictions of crimes affecting retired

pay.
1.2 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from and prepared in accordance with the United States Code (U.S.C.), including
Titles 5, 10, 18, 37, and 42. Due to the subject matter in this chapter, the list of authoritative
sources is extensive. The specific statutes, regulations, and other applicable guidance that govern
each individual section are listed in reference section at the end of the chapter.

2.0  CONFLICT-OF-INTEREST
*2.1 Statutes
2.1.1. Conflict-of-interest statutes are intended to safeguard the integrity of public
administration and prevent government officials from using their positions and influence for personal
gain. Some conflict-of-interest statutes apply to personnel who have left Government service.
2.1.2. A comprehensive digest of laws, including conflict-of-interest laws applicable to

retired military personnel, is set forth in the DoD Regulation 5500.7-R, Joint Ethics Regulation
(JER).

2.2 Withholding Military Retired Pay

Military retired pay may be withheld or forfeited when the employment falls under certain
categories of activities prohibited under conflict-of-interest laws.

3.0 CONVICTION FOR CRIMES AFFECTING RETIRED PAY
3.1 Entitlement

Entitlement to military retired pay is directly affected when a retired member is convicted of
violating the law under 5 U.S.C. 8§ 8311 — 8322.
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3.2 Violation of Title 5 U.S.C. § 8312

The receipt of military retired pay by the retired member, or receipt of the annuity by the
retired member’s survivor or beneficiary is prohibited, subject to certain exceptions described in
5U.S.C. §8311(2) or (3):

3.2.1. If a retired member is convicted of any crime as described in 5 U.S.C. § 8312(b)
before, on, or after September 1, 1954, payment is prohibited. The prohibition on payment applies
to the period after the date of conviction or after September 1, 1954, whichever is later.

3.2.2. If a retired member is convicted of any crime as described in 5 U.S.C. § 8312(c)
before, on, or after September 26, 1961, payment is prohibited. The prohibition on payment applies
to the period after the date of conviction or after September 26, 1961, whichever is later.

3.2.3. If an individual, who was convicted of an offense named by 5 U.S.C. § 8312, or an
offense constituting a violation of 5 U.S.C. 8 8314 or § 8315, is pardoned by the President, in
accordance with 5 U.S.C. § 8318, the right of the individual and his survivor or beneficiary to
receive annuity or retired pay previously denied under this paragraph is restored as of the date of
the pardon or the effective date of restoration prescribed by the President.

3.2.4. After January 6, 1996, the spouse of an individual, whose annuity or retired pay is
forfeited under 5 U.S.C. § 8312 or § 8313, may have his or her rights to a spousal survivor benefit
plan restored, if the U.S. Attorney General determines that the spouse fully cooperated with
Federal authorities in the conduct of a criminal investigation and subsequent prosecution of the
individual which resulted in the forfeiture. In no event will the spousal survivor benefit plan
benefits be paid to the spouse before the retired member has passed away.

3.3 Convictions Under Other Statutes

3.3.1. An individual, or his or her survivor or beneficiary, may not be paid annuity or
retired pay on the basis of the service of the individual, which is creditable toward the annuity or
retired pay, subject to the exceptions in 5 U.S.C. § 8311 (2) and (3), if the individual before, on,
or after September 1, 1954:

3.3.1.1. Refuses, or knowingly and willfully fails to appear, testify, or produce
documents relating to his or her service as an employee, before a Federal grand jury, U. S. court,
court-martial, or congressional committee, in a proceeding concerning:
3.3.1.1.1. Past or present relationship with a foreign government; or
3.3.1.1.2. A matter involving or relating to a plan or attempt to interfere

with or endanger, the national security or defense of the United States, in accordance with
5U.S.C. 88314; or
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3.3.1.1.3. The prohibition on payment of annuity or retired pay under
subparagraph 3.3.1.1, applies to the period after the date of the failure or refusal of the individual,
or after September 1, 1954, whichever is later.

3.3.1.1.4. The prohibition of payment of an annuity or retired pay under
subparagraph 3.3.1.2 applies to the period after the statement, representation, or concealment of
fact is made or occurs, or after September 1, 1954, whichever is later.

3.3.1.2. Knowingly and willfully makes false, fictitious, or fraudulent statements
or representations, concealing material facts concerning his or her past or present membership,
affiliation, association with, or support of the Communist Party, chapter, branch, or subdivision,
in or outside the United States, or other organization, party, or group advocating:

3.3.1.2.1. The overthrow, by force, violence, or other unconstitutional
means, of the Government of the United States;

3.3.1.2.2. The establishment, by force, violence, or other unconstitutional
means, of a Communist totalitarian dictatorship in the United States; or

3.3.1.2.3. The right to strike against the United States; as stated in
5U.S.C. 8§ 8315.

3.3.2. Fines levied for convictions under other statutes may result in debts to the United
States. However, they do not affect a convicted member’s entitlement to receive retired pay.

3.4 Repayment of Annuity or Retired Pay Properly Paid; Waiver

An individual, to whom payment of retired pay is denied due to a conviction under
5U.S.C. 88 8311 - 8322, is not required to repay amounts received before the date of conviction.
Any amounts of retired pay paid in error after the conviction that, but for the conviction, were
otherwise proper, may be subject to repayment.

*4.0 FOREIGN GOVERNMENT EMPLOYMENT AND/OR FOREIGN PAYMENTS
4.1  Background

4.1.1. Employment of retired members by a foreign government is restricted. The primary
restriction is in Article I, section 9, clause 8 of the Constitution of the United States (known as the
Emoluments Clause), which reads: “No Title of Nobility shall be granted by the United States: And
no Person holding any Office of Profit or Trust under them, shall, without the Consent of Congress,
accept any present, Emolument, Office, or Title, of any kind whatever, from any King, Prince, or
foreign State.” The Comptroller General interpreted this to prohibit employment of all retired
personnel, including members of the Fleet Reserve or Fleet Marine Corps Reserve, by a foreign
government unless congressional consent is granted. In addition to the Emoluments Clause, there
are other laws that may apply to restrict the foreign government employment of certain former DoD
personnel. For example, 50 U.S.C. § 3073a places restrictions on post-service employment of
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members of the intelligence community who previously held certain intelligence positions. The
information in paragraph 4.0 only addresses the restrictions on retirees under the Emoluments
Clause.

4.1.2. The conditions for accepting foreign employment were modified by Public Law
(PL) 95-105, section 509(a)(1) and (2), codified in 37 U.S.C. 8 908. The Congress granted consent
for retired members to accept employment or compensation from foreign governments if the
members obtain the approval of the Secretary of the Military Department concerned (or designee)
and the Secretary of State before accepting employment or compensation. PL 116-283, section 641,
further amended 37 U.S.C. 8 908 to permit retired members of the uniformed services to accept
payment from foreign governments for speeches, travel, meals, lodging, registration fees, or
non-cash awards (hereinafter “foreign payments”), if the payment and/or award is approved in
advance by the Secretary concerned.

4.1.2.1. The approval to accept foreign employment/foreign payments is only
effective prospectively from the date the approval is granted and may not be made retroactively to
authorize foreign employment, compensation, or payments received before approval is granted. For
foreign employment (and compensation for that employment) approval by both the Secretary of the
Military Department concerned (or designee) and Secretary of State are required. For foreign
payments (for speeches, travel, meals, lodging, or registration fees/non-cash awards described
10 U.S.C. § 908) approval by the Secretary of the Military Department concerned is required.

4.1.2.2. Compensation received from a foreign government without the required
approval from both the Secretary concerned and Secretary of State is considered received by the
retired member for the United States. A debt in favor of the government is created which is to be
collected by withholding from military retired pay. The debt is an amount equal to the compensation
received from the foreign government. When the compensation earned during the period of
unauthorized employment exceeds the amount of military retired pay accrued during the same
period, the retired member may not retain the pay earned from that employment.

4.1.2.3. What constitutes compensation received from a foreign government in
connection with a member's employment by that government must be given its broadest possible
scope and includes (but is not limited to) salary, transportation, household goods shipments at
employer’s expense, housing allowances, consulting and other fees, proportionate profit-sharing,
and gratuities. Value should be set fairly, considering the actual value or estimates of the
compensation received.

4.2 Legislative History
4.2.1. The history of the constitutional provisions under consideration indicates that the
condition intended to be avoided is the exercise of undue influence by a foreign government upon

the United States Government.

4.2.2. In determining the existence of an employer-employee relationship between a retired
member and a foreign government, or instrumentality thereof, the common law rules of agency are
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applied to determine whether such instrumentality has the right to control and direct an employee in
performance of his or her work and the manner in which the work is done.

4.2.3. When determining whether the relationship of employer and employee exists, there
are at least five criteria that may be considered:

4.2.3.1. The selection and engagement of the employee;
4.2.3.2. The payments of wages;

4.2.3.3. The power to discharge;

4.2.3.4. The power to control the employee’s conduct; and

4.2.3.5. The relationship of the work to the employer’s business, whether the work
is a part of the regular business of the employer.

4.2.4. The decisive test to determine the existence of an employer-employee relationship is
whether the employer has the right to control and direct the employee in the performance of his or
her work and in the manner in which the work is to be done.

4.3  Types of Employment

4.3.1. Employment by educational or commercial institutions that are owned, operated, or
controlled by a foreign government is included within the scope of this restriction.

4.3.2. Employment with a foreign government which requires foreign citizenship results in
forfeiture of entitlement to retired pay. See Chapter 6 for additional information.

4.3.3. Employment by international agencies, such as the United Nations, is not prohibited.
4.4  Adjustment to Retired Pay

4.4.1. Amember’s military retired pay will not be suspended or adjusted unless the Secretary
concerned makes a determination that a member has accepted foreign employment/foreign payments
without first obtaining the required prior approval, prepares a memorandum advising DFAS of the
determination, and requests that DFAS establish a debt (to include the amount of the debt to be
established).

4.4.2. The Secretaries of the military departments are responsible to investigate any
instances in which a retired member is believed to have accepted foreign employment/foreign
payments without first obtaining the required prior approval. If substantiated, the Secretary
concerned will:

4.4.2.1. Determine the dollar amount of compensation/foreign payments received
from the foreign government without approval.
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4.4.2.2. Prepare a memorandum to the Director DFAS advising of the determination
that a violation has occurred and requesting that DFAS establish a debt for the amount of the
compensation/foreign payments received as determined by the Secretary concerned. The debt
determined by the service will normally be an amount equal to the amount of compensation received
from the foreign government without approval. The memorandum to DFAS should include a
determination regarding the rate of collection of the debt as further explained by subparagraph 4.4.3.

4.4.2.3. Notify the member of the service determination that a violation has occurred,
the amount of the debt owed to the United States, and the action the Secretary has taken to initiate
the establishment and collection of the debt by DFAS.

4.4.3. Upon receipt of the memorandum from the Secretary concerned, DFAS will establish
the debt in the amount specified by the service and provide the member with written notice of all
due process rights prior to collection by offset pursuant to Volume 16. The notice will provide the
member with the debt amount, the reason for the debt, repayment options, an explanation of the
review process available to contest the validity and/or amount of the debt, an explanation and
instructions on how the member may seek a waiver of the obligation to repay the debt under
10 U.S.C. 8 2774, and any other information required by Volume 16.

4.4.4. Rate of Collection. In the event that the debt must be collected through administrative
offset of retired pay, then the rate of collection will be established as follows:

4.4.4.1. If the service has determined that the member was at fault, then up to
two-thirds (2/3) of a member’s disposable monthly military/retired pay (as specified by the service)
may be deducted and applied to the indebtedness. The service will specify the rate, but it may not
exceed 2/3.

4.4.4.2. If the service has determined that the member was not at fault, (or if the
service makes no finding), then the amount deducted may not reduce a member’s disposable monthly
retired pay by more than fifteen percent (15%).

4.4.5. Amounts of retired pay withheld from retired members of the uniformed services who
accept foreign employment and/or foreign payments without congressional consent, as required by
the United States Constitution, should be treated as though the retired member has no entitlement to
them and should not be “held in trust” for them pending possible future congressional consent to
their receipt.

5.0 SERVICE IN MILITARY FORCE OF NEWLY DEMOCRATIC NATIONS
5.1 Consent of Congress

5.1.1. Consent. Under 10 U.S.C. § 1060, Congress has consented to a retired member of the
uniformed services accepting:
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5.1.1.1. Employment by, or holding an office or position in, the military forces of a
newly democratic nation as jointly determined by Secretary of the Military Department concerned
(or designee) and the Secretary of State; and

5.1.1.2. Compensation associated with such employment, office, or position.

5.1.2. Approval Required. The consent provided for a retired member of the uniformed
services to accept employment or hold an office or position applies to a retired member only if the
Secretary of the Military Department concerned (or designee) and the Secretary of State jointly
approve the employment or the holding of such office or position.

5.2  Continued Entitlement to Retired Pay and Benefits

The eligibility of retired members to receive retired or retainer pay and other benefits, arising
from the retired member’s status as a retired member of the uniformed services, may not be
terminated by reason of employment or holding of an office or position consented to in
paragraph 5.2. The eligibility of such retired member’s dependents to benefits may not be terminated
based on the retired member’s status consented to in this section.
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CHAPTER 6

FOREIGN CITIZENSHIP AFTER RETIREMENT

1.0 GENERAL
1.1 Overview

The right to retired pay based on years of active service or disability for Regular or Reserve
officers and Regular enlisted personnel is generally contingent upon the continuation of their military
status.

1.1.1. Atrticle I, section 9, clause 8 of the Constitution of the United States prohibits any
person "holding any Office of Profit or Trust" under the United States from accepting any present,
emolument, office or title, "of any kind whatever," from a foreign government without the consent
of Congress. This provision prohibits employment by a foreign government of retired personnel
with a continuing military status, including Fleet Reserve or Fleet Marine Corps Reserve, unless
prior congressional consent is granted. Without prior congressional consent, it also subjects such
persons to withholding of their retired pay in an amount equal to the amounts received from the
foreign government. This constitutional provision also considers retired regular officer and
enlisted members of regular components to hold an office under the U.S. military.

1.1.2. While receiving retired pay, a retired member remains subject to rules, regulations,
and recall to active duty as required. A retired member of the armed forces who becomes a citizen
of a foreign country by naturalization and who voluntarily renounces his or her U.S. citizenship
loses the right to retired pay when entitlement to the retired pay depends upon the retiree’s
continued military status.

1.1.3. The effect of a retired member’s loss of U.S. citizenship upon payment of retired pay
must be determined by reviewing each case according to individual circumstances, governing laws,
and regulations.

12 Purpose

The purpose of this chapter is to provide guidance to retired members who have lost their
citizenship, have dual citizenship, or who are retired alien enlisted members living in foreign
countries.

1.3 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from, and prepared in accordance with the United States Code (U.S.C.), including
Titles 8, 10, 18, and 37. Due to the subject matter in this chapter, the list of authoritative sources is
extensive. The specific statutes, regulations, and other applicable guidance that govern each
individual section are listed in a reference section at the end of the chapter.
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20 FOREIGN RESIDENCE

A citizen of the United States may live outside the United States indefinitely without losing
U.S. citizenship.

3.0 LOSS OF U.S. CITIZENSHIP
3.1  Loss of Citizenship

Generally, loss of U.S. citizenship requires a measure of voluntary positive action. A retired
member cannot renounce U.S. citizenship on behalf of their minor child(ren) (see subparagraphs
3.1.5 and 3.1.6). After having attained age 18 years or older, a person who is a citizen of the
United States loses that citizenship by voluntarily taking one of the following actions with the
intention of relinquishing U.S. citizenship:

3.1.1. Obtaining citizenship in a foreign state upon the retired member’s application or upon
an application filed on his or her behalf by a duly authorized agent;

3.1.2. Taking an oath or making an affirmation or other formal declaration of allegiance to
a foreign state or a political subdivision thereof;

3.1.3. Entering, or serving in, the armed forces of a foreign state if:
3.1.3.1. Such armed forces are engaged in hostilities against the United States, or
3.1.3.2. Such persons serve as a commissioned or non-commissioned officer;

3.1.4. Accepting, serving in, or performing the duties of any office, post, or employment
under the government of a foreign state or a political subdivision thereof, if:

3.1.4.1. The retired member has or acquires the nationality of such a foreign state, or

3.1.4.2. The acceptance of the office, post, or employment requires the retired
member to take an oath, affirmation, or declaration of allegiance thereof;

3.1.5. Making a formal renunciation of nationality before a diplomatic or consular officer of
the United States in a foreign state, in such form as may be prescribed by the Secretary of State;

3.1.6. Making a formal written renunciation of nationality in such form as may be prescribed
by, and before such officer as may be designated by, the Attorney General, whenever the United
States is in a state of war and the Attorney General approves such renunciation as not contrary to the
interests of national defense; or
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3.1.7. Committing any act of treason against, or attempting by force to overthrow, or
bearing arms against, the United States, violating or conspiring to violate any of the provisions of
18 U.S.C. § 2383, or willfully performing any act in violation of 18 U.S.C. § 2385, or violating
18 U.S.C. § 2384, by engaging in a conspiracy to overthrow, put down, or to destroy by force the
Government of the United States, or to levy war against them, if and when convicted thereof by a
court martial or by a court of competent jurisdiction.

3.2 Loss of Citizenship at Issue

If the loss of U.S. citizenship is put at issue in any action or proceeding commenced on or
after September 26, 1961, the burden of proof is upon the person or party stating the claim. Any
person who has renounced his or her citizenship or performs any act of expatriation under the
provisions of 8 U.S.C., Chapter 12 or any other Act, is presumed to have done so voluntarily unless
it can be proven otherwise by a preponderance of the evidence.

3.3  Comptroller General (Comp Gen) Decisions on Loss of Citizenship

See Table 6-1 for decisions of the Comptroller General pertaining to loss of U.S. citizenship
upon acquisition of foreign citizenship.

40 CONDITIONS NOT SUBJECTED TO LOSS OF U.S. CITIZENSHIP AND/OR LOSS
OF ENTITLEMENT TO RETIRED PAY

4.1  Retired Pay for Non-regular Service
Retired pay benefits authorized for non-regular members of the uniformed services in

10 U.S.C., Chapter 1223 are viewed as a pension and entitlement to retired pay under
10 U.S.C. § 12731 is not dependent on the continuation of military status.

4.1.1. A military member entitled to receive retired pay under 10 U.S.C. § 12731(a)(1), who
acquires foreign citizenship and/or status in a foreign military service prior to becoming eligible to
receive retired pay does not lose entitlement to retired pay at the age of eligibility. See Chapter 1 for
information regarding entitlements to retired pay under 10 U.S.C. § 12731.

4.1.2. A retired member who receives retired pay pursuant to 10 U.S.C. § 12731 is not
required to forfeit such pay upon becoming a citizen of a foreign country. Further, if the retiree
enters the armed forces of the foreign country, then the retiree’s entitlement to retired pay continues
if:

4.1.2.1. The foreign country is not one that is engaged in hostile military operations
against the United States, or

4.1.2.2. The retired member is not serving as a commissioned or non-commissioned
officer of the foreign services.
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4.1.2.3. A right to retirement pay for non-regular members retired for disability
under the provisions of the Act of August 27, 1940 is not conditioned on their remaining in military
service. Therefore, these non-regular members are entitled to retirement pay without regard to
whether they remain citizens of the United States, since that retired pay is viewed in the nature of a
pension.

4.2 Retired Alien Enlisted of the Armed Forces

A retired alien enlisted member of a Regular Component of the armed forces who lives in a
foreign country does not lose the right to retired pay in the absence of some provision of law or
regulation affecting the member’s right in such circumstances.

50 DUAL CITIZENSHIP AND/OR SERVICE IN THE ARMED FORCES OF A FOREIGN
COUNTRY

5.1  Dual Citizenship

A retired member of a Regular Component, who resides in a foreign country and acquires
foreign citizenship by operation of that country’s law, and who does not relinquish U.S. citizenship
is considered to have dual citizenship. Dual citizenship alone does not require a member to lose
entitlement to retired pay.

5.2  Service in the Armed Forces of a Foreign Country

5.2.1. Service in the military force of a foreign country by a retired member of the Regular
Component is inconsistent with the obligations of regular retired status, as well as being prohibited
without congressional consent under Article I, section 9, clause 8 of the Constitution. Conditional
congressional consent to accept foreign government “civil employment” granted by 37 U.S.C. § 908
does not apply to foreign military service.

5.2.2. Retired pay must be discontinued when a retired member becomes a member of a
foreign military service without legislation indicating congressional consent. The eligibility of a
retired member to receive retired or retainer pay and other benefits arising from the retired
member's status as a retired member of the uniformed services, and the eligibility of dependents
of the retired member to receive benefits based on the retiree’s status, may not be terminated by
reason of employment or holding of an office or position consented to by Congress. See Chapter 5
for provisions regarding service in military forces of newly democratic nations.
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Table 6-1. Comp Gen Decisions-Foreign Citizenship

COMP GEN Decision Number

Synopsis

1. 37 Comp Gen 207

Reserve officers of the Navy who retire for physical disability are entitled to disability retired pay
regardless of whether they continue to hold a status as a commissioned officer in a Reserve
component, and the right to disability retired pay does not terminate upon becoming a citizen of
another nation. The right of a retired member of Regular Navy to receive disability retired pay is
contingent upon continuation of a status in the Regular Navy and loss of U.S. citizenship by a member
is inconsistent with continuation of military status. Therefore, the right to retired pay terminates if a
member of the Regular Navy becomes a citizen of a foreign country.

2. 41 Comp Gen 715

a. Retired Reserve officers, receiving retired pay for length of service under laws other than 10
U.S.C. §12731, who lose U.S. citizenship by acquiring foreign citizenship are no longer eligible for
involuntary recall to active duty in times of war or national emergency, and the acquisition of foreign
nationality would be inconsistent with the oath prescribed for Reserve officers to support and defend
the Constitution of the United States. Therefore, in the absence of any law authorizing continuation
of an officer’s membership in a Reserve organization after the officer becomes a citizen of a foreign
country, payment of retired pay may not be approved.

b. A Reserve officer described above may not terminate retired status through resignation or other
means, then acquire foreign citizenship and continue to receive retired pay. Resignation terminates
the right to retired pay.

¢. Retired enlisted members of the Regular Components remain a part of the armed forces, and
their right to retired or retirement pay is dependent on continuation of their military status.

3. 44 Comp Gen 51

a. A retired enlisted member of a Regular Component of the armed forces who loses U.S.
citizenship when the retired member acquires citizenship in a foreign country has taken a voluntary
action so inconsistent with the oath of allegiance to the United States and status as a member of the
armed forces to warrant termination of retired pay.

b. U.S. citizenship is not a prerequisite to receipt of retired pay; however, if a citizen of the United
States by birth acquires foreign citizenship, then his or her retired pay may be terminated

4. 44 Comp Gen 227

A retired member who voluntarily loses U.S. citizenship by becoming a citizen of a foreign country
is regarded as having taken a voluntary action so inconsistent with an oath of allegiance to the United
States to warrant termination of retired pay.

5. 48 Comp Gen 699

Retired pay benefits authorized non-Regular service members under 10 U.S.C. § 12731, viewed as
apension, are not dependent on continuation of military status. Member acquiring foreign citizenship
and/or status in a foreign military service before age 60 does not lose entitlement to retired pay at age
60. Neither is retired pay forfeited upon becoming a citizen of a foreign country, and/or entry in the
armed forces of a foreign country, provided that country is not one engaged in hostile military
operations against the United States.

6. 50 Comp Gen 269

Payment of retired pay to an alien who chooses to live outside the United States after retirement
would not constitute a bar to the receipt of retired pay in the absence of some provision of law or
regulation affecting retiree’s right in such circumstances.

7. Manuscript (MS) Comp Gen B-
144694, February 14, 1961

An alien who had met the statutory requirement for enlistment in the Regular Air Force by filing a
legal intention to become a citizen of the United States, but who never acquired U.S. citizenship, was
entitled to receive retired pay when placed on the Temporary Disability Retired List. In the absence
of a provision of law barring the payment of retired pay to an alien or indicating the lack of citizenship
is inconsistent with status as a retired member of the Regular Air Force, there was no basis to question
the member’s right to retired pay benefits.

8. MS Comp Gen B-157646,
October 5, 1965

Member was a naturalized citizen who was an officer in the Army Reserve and called to active duty.
He retired from active duty for disability under 10 U.S.C. § 1201 and returned to his country of birth.
If he resumed former nationality, he would no longer be eligible for retired pay. There is a distinction
between a retirement creating a status with an accompanying right to retired pay and a mere grant of
retirement pay. This member received retired pay under a law providing for retirement, as
distinguished from a grant of retirement pay. The member was transferred to the retired Reserve and
was subject to recall to active duty. His continuing retired status would terminate if he became a
citizen of another country, and he would not be eligible to receive retired pay.
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Table 6-1. Comp Gen Decisions-Foreign Citizenship (Continued)

COMP GEN Decision Number

Synopsis

9. 58 Comp Gen 566

a. A retired Regular Army officer residing in Israel acquired Israeli citizenship by operation of
Israeli law, but also remains a U.S. citizen. While the loss of U.S. citizenship is inconsistent with
status as a retired Regular officer and thus results in loss of status as an officer and loss of entitlement
to retired pay, dual Israeli/U.S. citizenship alone does not require loss of entitlement to retired pay.

b. Aretired Regular Army officer residing in Israel who has dual Israeli/U.S. citizenship is subject
to service in the Israel Defense Forces, the Israeli armed force. Such service in a foreign armed force
by a retired Regular officer appears inherently inconsistent with his position as a Regular Army
officer, as well as being prohibited (without congressional consent) by Atrticle I, section 9, clause 8
of the Constitution of the United States. Thus, service in the foreign armed force would make the
status as a retired Army officer very doubtful. Retired pay may not be paid without authorizing
legislation.

10. MS Comp Gen B-212481,
February 2, 1984

A retired member of the armed forces who becomes a citizen of a foreign country by naturalization
and who voluntarily renounces U.S. citizenship, loses the right to retired pay since entitlement to
retired pay depends upon the continuation of the individual’s status as a retired member of the military
service available for service as required, and that status is incompatible with renunciation of U.S.
citizenship. Such a person, however, who elected to participate in the Survivor Benefit Plan and from
whose retired pay the required deductions were being made for coverage under the plan when U.S.
citizenship is renounced, may continue coverage under the plan by making the required payments into
the Treasury.
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CHAPTER 7

ACTIVE/RESERVE DUTY AFTER RETIREMENT

1.0 GENERAL
11 Purpose

The purpose of this chapter is to provide information for retired members who subsequently
perform additional active/reserve duty and their entitlement to retired or retainer pay
recomputation.

1.2 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from and prepared in accordance with the United States Code (U.S.C.), including
Title 10. Due to the subject matter in this chapter, the list of authoritative sources is extensive.
The specific statutes, regulations, and other applicable guidance that govern each individual
section are listed in a reference section at the end of the chapter.

2.0  ENTITLEMENT AND ELIGIBILITY
2.1  Entitlement to Recomputation of Retired Pay

A member of the Armed Forces who has become entitled to retired or retainer pay, and
later serves on active duty (other than for training) is entitled to have retired or retainer pay
recomputed upon the member’s release from active duty to take into account any additional
service. A retiree or member eligible for retired pay who serves in an active status in the Selected
Reserve is entitled to elect recomputation of their Reserve (non-regular) retired pay, if the criteria
described in paragraph 2.2 or 2.3 are met. The term "active duty" is defined under
10 U.S.C., section 101(d)(1) to mean “full-time duty in the active military service of the United
States. Such term includes full-time training duty, annual training duty, and attendance, while in
the active military service, at a school designated as a service school by law or by the Secretary of
the military department concerned. Such term does not include full-time National Guard duty.”
As used here, it does not include training.

2.2 Active Reserve (Non-Regular) Service After Regular Retirement or Eligibility for Regular
Retirement

A member who served in an active status in the Selected Reserve of the Ready Reserve
after becoming eligible for regular retired or retainer pay based on years of service, without regard
to whether the member actually retired or received retired or retainer pay for regular service, may
apply for Reserve (non-regular) retired pay if the member:

2.2.1. Has attained the Reserve (non-regular) pay eligibility age of 60 years or such other
reduced eligibility age as provided for in 10 U.S.C. 8§ 12731(f);
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2.2.2. Has performed at least 20 years of service for a Reserve (non-regular) retirement; and

2.2.3. After October 28, 2009, has completed two or more years of satisfactory service, as
determined by the Secretary concerned, in an active status (excluding any period of active service)
subsequent to the date upon which he or she previously became eligible for regular retired or retainer
pay. The term "active status" means the status of a member of a reserve component who is not in
the inactive Army National Guard or inactive Air National Guard, on an inactive status list, or in
the Retired Reserve. See 10 U.S.C. 8 101(d)(4). A member who was eligible for regular retired or
retainer pay on or before October 27, 2009, whose service was determined to be satisfactory by the
Secretary concerned, is not subject to the 2-year service requirement. See paragraph 2.4 for
exceptions to the 2-year requirement subsequent to the date upon which he or she previously became
eligible for regular retired or retainer pay.

2.3 Active Reserve Service After Reserve (Non-Regular) Retirement
The following subparagraphs address members of the Retired Reserve recalled to an active

status in the Selected Reserve under 10 U.S.C. 8§ 10145(d) on or after October 28, 2009, and are
subject to the exception in paragraph 2.4:

2.3.1. A member of the Retired Reserve is entitled to recomputation of Reserve
(non-regular) retired pay if the member serves in such status for not less than 2 years; or

2.3.2. A commissioned officer of the Retired Reserve who completes not less than 2 years
in an active status is entitled to an adjustment in the retired grade, subject to service requirements.

2.4  Exception to 2-Year Active Status Service

The Secretary concerned may reduce the minimum 2-year service requirement specified in
subparagraph 2.2.3 and paragraph 2.3 in the case of an officer of the National Guard who:

2.4.1. Completes at least 1 year of service in a position of adjutant general or assistant
adjutant general; and

2.4.2. Fails to complete the minimum 2 years of service solely because the appointment of
the person to such position was terminated or vacated as provided by:

2.4.2.1. The laws of the State of whose National Guard he or she is a member; or

2.4.2.2. The laws of the Commonwealth of Puerto Rico, or the District of
Columbia, Guam, or the Virgin Islands, of whose National Guard he or she is a member.
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3.0 RECOMPUTATION FOR ACTIVE DUTY SERVICE OR ACTIVE STATUS IN THE
SELECTED RESERVE AFTER RETIREMENT

3.1  Basic Recomputation Formula

A retired member who subsequently serves on active duty is generally entitled, after
completion of that active duty, to retired pay recomputed by multiplying a revised retired or retainer
pay base by a revised retired pay multiplier.

3.2  Revised Retired or Retainer Pay Base

The retired or retainer pay base for a recomputation of retired pay differs depending on the
date the member first became a member of the uniformed services and whether the recomputation is
for subsequent service in the Selected Reserve or subsequent active duty in a Regular Component.

3.2.1. Service in an Active Status in the Selected Reserve. A member, who after retirement
or eligibility for retired or retainer pay serves in an active status in the Selected Reserve, as
described in paragraph 2.2 or 2.3, is entitled, upon request, to elect to receive reserve retired pay
computed using a revised retired pay base.

3.2.1.1. Before September 8, 1980. If the member first became a member of the
uniformed service before September 8, 1980, the retired pay base is the monthly basic pay
determined at the rates applicable on the date the member completes the qualifying active Reserve
service.

3.2.1.2. After September 7, 1980. If the member first became a member of the
uniformed service after September 7, 1980, the retired pay base used is the average of the member’s
high-36 months (whether or not consecutive) out of all the months before the member became
entitled to retired pay by reason of election of retired pay under the provisions of this paragraph.

3.2.2. Service on Active Duty. A member entitled to retired or retainer pay, who
subsequently serves on active duty, other than for training, is entitled to recomputed retired or
retainer pay using a revised retired pay base.

3.2.2.1. Before September 8, 1980. For a member who first became a member of
the uniformed service before September 8, 1980, the revised retired or retainer pay base is the
monthly basic pay of the grade determined as follows. 1f the member served:

3.2.2.1.1. Less than 2 continuous years on subsequent active duty, the
member’s revised retired or retainer pay base is the rate of basic pay under which the member's
previous retired or retainer pay was computed upon entrance to subsequent active duty; increased by
any applicable cost-of-living adjustment (COLA) issued during that period of active duty; or
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3.2.2.1.2. At least 2 or more continuous years on subsequent active duty, the
member’s revised retired or retainer pay base is the appropriate rate of basic pay of the grade and
years of service to which eligible if retired (or transferred to the Fleet Reserve (FR) or Fleet Marine
Corps Reserve (FMCR)) upon release from this period of active duty. The revised retired or retainer
pay base is computed using the pay tables in effect immediately prior to the tables under which the
member was paid during the period of that active duty, increased by any applicable COLA issued
during this period of active duty. In the rare case when a member serves for two or more continuous
years of subsequent active duty under the same pay table and that table is in effect at the time of the
member’s release from that period of active duty, use the appropriate basic pay from that table.

3.2.2.2. After September 7, 1980. For a member who first became a member of the
uniformed service after September 7, 1980, the revised retired or retainer pay base is the high-36
month average of all service, including subsequent active duty, as though retiring or transferring to
the FR or the FMCR for the first time.

3.2.2.3. Optional Pay Base. A retired member entitled to recomputation of retired
pay (for other than disability) after subsequent active duty, may elect to substitute the retired pay
base in use upon entry to such active duty which is increased by any applicable COLA issued during
the period of the subsequent active duty.

3.3 Revised Retired Pay Multiplier

* 3.3.1. The years of service for determining the revised retired or retainer pay multiplier for
a member described in paragraph 3.2.1 will be computed in accordance with
10 U.S.C., Chapter 1223, pertaining to Reserve (non-regular) retirement.

* 3.3.2. The years of service for determining the revised retired or retainer pay multiplier for

a member described in paragraph 3.2.2 are those already credited in computing the original retired

or retainer pay, plus all years of active service after having become entitled to retired or retainer pay.
3.3.2.1. Increase the years of service as follows:

Year Month Day

Date released from active duty 2014 05 28
Date recalled to active duty 2011 09 09
Additional time on active duty 02 08 19+1

(1 day added for inclusive dates)
Service credited upon retirement 22 06 03
Plus additional active duty 02 08 20
Service credited for recomputation 25 02 23

3.3.2.2. After computing, convert to years and fraction of years by crediting each
full month of service that is in addition to the number of full years of service creditable to the member
as one-twelfth of a year and disregard any remaining fractional part of a month.
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3.3.3. The percentage to apply to the years of service for determining the revised or retainer
pay multiplier is determined by the member’s applicable retirement system. For members who first
entered service on or before December 31, 2017, and who did not opt to enroll in the Blended
Retirement System (BRS), the retired pay multiplier is 2.5 percent for each year of service.
However, such a member who accepted the post July 31, 1986, reduced retirement (REDUX) and
Career Status Bonus (CSB) remains subject to a 1 percent reduction in the final multiplier for each
year less than 30 years of service. This reduction to the final multiplier will be decreased as a result
of the additional active service credited. For members who first entered service on or after
January 1, 2018, or who opted to enroll in the BRS, the retired pay multiplier is 2.0 percent for each
year of service.

3.4 Special Considerations for Recomputation

The following subparagraphs address special considerations for recomputation of retired pay
for members who first became a member of the uniformed services before September 8, 1980 (Final
Pay Members).

3.4.1. A retiree advanced in grade on the retired list while serving on active duty after
retirement may decline advancement to the higher grade upon release from active duty if
advancement results in a reduction in retired pay entitlement. The retiree is entitled to recomputation
using either:

3.4.1.1. The higher grade based on the basic pay rates applicable at the time of
retirement increased by the applicable COLA in that pay (see Chapter 8); or

3.4.1.2. The grade held before advancement based on the basic pay rates replaced by
those in effect upon release from active duty if active duty after retirement was for a continuous
period of at least 2 years.

3.4.2. Itis not mandatory that a retiree be advanced on the retired list. Once advanced, the
retiree has retired pay rights determined under the section governing such advancement.

3.4.3. A retired officer recalled to active duty (other than for training) in the grade held on
the retired list, under any law that authorized advancement on the retired list based on a special
commendation for the performance of duty in actual combat, may have retired pay recomputed upon
release from active duty based on that grade as prescribed in Table 7-1, rule 1 and on the basis of the
rate:

3.4.3.1. In effect upon release from active duty if the retiree received these rates for
a continuous period of at least 3 years; or

3.4.3.2. Replaced by those in effect upon release from active duty if the retiree did
not receive the current rates for a continuous period of at least 3 years.

3.4.4. Aretiree recalled to active duty after retirement and promoted in grade while on active
duty may elect, upon release from that active duty, to have retired pay recomputed based on either:
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3.4.4.1. The higher grade to which promoted in which the retiree served
satisfactorily, if the member met service time-in grade requirements; or

3.4.4.2. The lower grade held at initial retirement.

3.4.5. Acrretiree recalled to active duty after retirement and demoted in grade while on active
duty may elect, upon release from that active duty, to have retired pay recomputed based on either:

3.4.5.1. The grade to which demoted; or

3.4.5.2. The retired pay to which entitled in the grade held at initial retirement,
increased by the applicable COLA.

3.5  Special Considerations for Disability Retirees

3.5.1. A member who reverts to retired pay after active duty with a new or aggravated
physical disability rated at 30 percent or more may elect to receive:

3.5.1.1. The retired pay to which they became entitled when previously retired,
increased by any applicable subsequent COLA,; or

3.5.1.2. Retired pay recomputed using a revised pay base and revised retired pay
multiplier.  The revised pay base for a member under high-36 rules is described in
subparagraph 3.2.1. The revised pay base for a member under final pay rules is the highest monthly
basic pay received while on active duty after retirement or after the date when placed on the
Temporary Disability Retired List (TDRL). The revised retired pay multiplier is as the member
elects either 2.5 percent for each year of service creditable for a disability retirement or the highest
percentage of disability, not to exceed 75 percent, attained while on active duty after retirement or
after the date when placed on the TDRL.

3.5.2. A member who was retired for physical disability or whose name is on the TDRL who
reverts to the retired list after subsequent active duty, but who did not incur a new or aggravate any
existing physical disability while on the subsequent active duty, may elect to receive either:

3.5.2.1. Retired pay to which they became entitled when previously retired,
increased by any applicable COLA; or

3.5.2.2. Retired pay as computed for a non-disability reversion under the provisions
of paragraphs 3.2 and 3.3.
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* 3.5.3. The retired pay of a member who retired or became eligible to retire due to a physical
disability on the Permanent Disability Retired List, or TDRL, on or before January 7, 2011, is limited
to 75 percent of the retired pay base upon which the computation is based. A member who first
becomes eligible to retire or retires for a physical disability on or after January 8, 2011, is entitled to
the more favorable retired pay multiplier computed as either:

3.5.3.1. 2.5 percent of years of creditable service under 10 U.S.C. § 1208, or

3.5.3.2. The percentage of disability, not to exceed 75 percent, on date when retired
(or placed on the TDRL).

3.5.4. A member placed on the TDRL may not have a retired pay multiplier less than
50 percent.

40  COST-OF-LIVING ADJUSTMENT (COLA)
4.1  Application of COLA Increases

Apply the COLA increases to recomputed retired pay in the same manner as for initial
retirement. The first COLA after reversion to retired pay following a period of active duty may be
a partial COLA depending upon the reversion date. When the recomputed retired pay is based on
the original retired pay or the original retired pay base, apply all COLA increases from the date of
initial retirement. See Figure 7-1 for application of the COLA increases to recompute retired pay.
Chapter 8 contains the annual COLA rates.

4.2  Compare Basic Pay Rates to Tower Amendment Provisions

The Tower Amendment authorizes the use of the basic pay rates in effect on the day before
the effective date of the rates of monthly basic pay on which the member’s retired pay would
otherwise be based. See the provisions in Chapter 3, regarding the Tower Amendment to determine
if basic pay rates authorized under that provision afford greater retired pay entitlement than those
computed under this chapter.
5.0 HEROISM PAY
5.1 Extraordinary Heroism

An enlisted member who has been credited by the Secretary concerned with extraordinary
heroism in the line of duty during any period of active service in the armed forces and who is entitled
to recomputation of retired pay based on subsequent active duty will have the recomputation of
retired pay increased by 10 percent, subject to the limits listed in Chapter 1.
5.2  Extraordinary Heroism and the Retired Pay Multiplier

The addition of heroism pay is limited to certain maximum retired or retainer pay
percentages. For details on heroism pay refer to Chapter 1.
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6.0 RETIRED PAY AND ACTIVE SERVICE
A retired member who elects to receive compensation for periods of active duty or inactive

duty training must waive 1 day of retired pay for each calendar day while serving on active duty,
inactive duty training, or in an active Reserve status. See Chapter 12.
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Figure 7-1. Recomputation After Recall to Active Duty

Examples of Retired Pay Recomputation After Recall to Active Duty
1. Final Basic Pay Method
E-7 retired 8/1/2006 with exactly 27 years of service

Retired Pay Entitlement $4,113.60 (E-7 over 26/2006 pay rates)
X 67.5% (27 years X 2.5%) = $2,776.00 (initial retired

pay)
Recalled to active duty 6/1/2008 and released 5/31/2010
Pay Recomputation:

10 U.S.C. 8§ 1402(a) E-7 with 29 years (Notes 1, 2, and 5)
$4,521.00 (E-7 over 28/2009 pay rates (Note 2))
X 72.5% (29 years X 2.5%) = $3,277.00 (recomputed
retired pay)

10 U.S.C. 8§ 1402(e) E-7 with 29 years (Notes 2, 3, and 5)
$4,113.60 (E-7 over 28/2006 pay rates)
X 72.5% (29 years X 2.5%) = $2,982.00)

12/2006 COLA 2.8% $3,065.00 (2.8% X $2982.00 = $3,065.50) (partial COLA)
12/2007 COLA 2.3% $3,135.00 (2.3% X $3065.00 = $3,135.50)

12/2008 COLA 5.8% $3,316.00 (5.8% X $3135.00 = $3,316.83)

12/2009 COLA 0.0% $3,316.00 (No COLA increase. Recomputed retired pay

for 2009 remains the same as 2008)

Saved Pay (Notes 2, 4, and 5)
$2,776.00 (initial retired pay)

12/2006 COLA 2.8% $2,853.00 (2.8% X $2776.00 = $2,853.73) (partial COLA)
12/2007 COLA 2.3% $2,918.00 (2.3% X $2853.00 = $2,918.62)

12/2008 COLA 5.8% $3,087.00 (5.8% X $2918.00 = $3,087.24)

12/2009 COLA 0.0% $3,087.00 (No COLA increase. Recomputed retired pay

for 2009 remains the same as 2008)

Notes:

1. The 1402(a) recomputation utilizes a more current active duty pay table and the new total years
of service.

2. Use the active duty pay rates in effect on date of release only if the member received pay from
that rate table for at least 2 years. If recalled for over 2 years, but did not receive pay from the
same table for 2 years, the immediately preceding rates of active duty pay are utilized. If recall is
less than 2 years, utilize the pay table in effect upon original retirement.
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Figure 7-1. Recomputation After Recall to Active Duty (Continued)

Notes (Continued):

3. The 1402(e) recomputation utilizes the pay table in effect at retirement, but uses the new service
totals and updated by applicable COLAs. See Chapter 8 for the COLA rates.

4. Saved Pay is the member’s original retired pay entitlement, as updated by the COLA.

5. The highest option is paid.
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Figure 7-1. Recomputation After Recall to Active Duty (Continued)

2. High-36 Average Method
E-7 retired 10/1/2006 with exactly 22 years of service

Retired Pay Entitlement $3,408.08 (high-36 average base)
X 55% (22 years X 2.5%) = $1,874.00 (initial retired pay)

Recalled to active duty 6/1/2008 and released 5/31/2010 (Note 1)
Pay Recomputation:
10 U.S.C 8 1402a(a) E-7 with 24 years (Note 2)

$3,963.75 (new high-36 with recall service)
X 60% (24 years X 2.5%) = $2,378.00

10 U.S.C 8 1402a(e) E-7 with 24 years (Note 2)
$3,408.08 (original high-36 pay base)
X 60% (24 years X 2.5%) = $2,044.00

12/2006 COLA 0.0% $2,044.00 (partial COLA)

12/2007 COLA 2.3% $2,091.00 (2.3% X $2044.00 = $2,091.01)

12/2008 COLA 5.8% $2,212.00 (5.8% X $2091.00 = $2,212.28)

12/2009 COLA 0.0% $2,212.00 (No COLA increase. Recomputed retired

pay for 2009 remains the same as 2008)

Note:

1. If the member’s post-retirement service is not continuous, the recomputation will be done
only after the period during which the member was permitted to serve expires.

2. The higher option is paid.
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Figure 7-1. Recomputation After Recall to Active Duty (Continued)

3. High-36 Average with REDUX/CSB Method
E-7 retired 10/1/2006 with exactly 20 years of service

Pay Entitlement $3,351.03 (high average base)
X 40% (20 years X 2.5% less 10% (Note 1)) = $1,340.00

Recalled to active duty 6/1/2008 and released 5/31/2010
Pay Recomputation:
10 U.S.C. § 1402a(a) E-7 with 22 years (Note 1)
$3,816.61 (recomputed high-36 average base using the 24

months of subsequent service)
X 47% (22 years X 2.5% less 8% (Note 2)) = $1,793.00

10 U.S.C. § 1402a(e) E-7 with 22 years (Note 1)
$3,351.03 (original high-36 pay base)
X 47% (22 years X 2.5% less 8% (Note 2)) = $1,574.00

12/2006 COLA 0.0% $1,574.00 (partial COLA)

12/2007 COLA 1.3% $1,594.00 (1.3% X $1,574.00)

12/2008 COLA 4.8% $1,670.00 (4.8% X $1,594.00)

12/2009 COLA 0.0% $1,670.00 (No COLA increase. Recomputed retired

pay for 2009 remains the same as 2008)
Notes:
1. The higher option is paid.
2. Reduced by 1% for each year less than 30 years.
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*Table 7-1. Computation of Retired Pay Following Active/Reserve Duty after Retirement or
Eligibility for Retired Pay

R
LLJ If and take multiply by add | subtract (Notes 4 & 5)
E
a member the member first monthly basic 2.5 percent of the sum of; the excess over 75
previously became a member | pay (note 2) of | (1) the years of service percent of pay upon
retired for before the grade in that may be credited to which the computation
other than September 8, 1980 | which member | the retiree in computing is based, only if the
disability, would be retired pay or retainer member originally
reverts to eligible: pay; and retired before
retired status (1) to retire if (2) years of active January 1, 2007, with
1 without a retiring upon service after becoming more than 30 years of
disability that release from | entitled to retired pay or service and did not serve
retirement active duty; or retainer pay (Note 3) at least 2 years on the
(Note 1) (2) to transfer to recall to active duty.
the FR or FMCR
if transferring to
either upon that
release from
active duty
a member the member first retired pay base | the retired pay multiplier the excess over 75
previously became a member | or retainer pay | or the retainer pay percent of retired or
retired for after base to which multiplier for a high-36 retainer pay based upon
other than September 7, 1980 | member would | retiree (with reduction computation only if the
disability, be entitled to use | described under member originally
reverts to if: paragraph 3.3 for retired before
retired status (1) retiring upon | post-August 1, 1986 January 1, 2007, with
without a release from that | members who elected the more than 30 years of
disability active duty; or | CSB with REDUX service and did not serve
2 | retirement (2) transferring | retirement) for the sum at least 2 years on the
(Note 1) to the ER or of: recall to active duty.
FMCR upon that | (1) the years of service
release from that may be credited to
active duty the retiree in computing
retired pay; and
(2) years of active
service after becoming
entitled to retired or
retainer pay
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Table 7-1. Computation of Retired Pay Following Active/Reserve Duty after Retirement or
Eligibility for Retired Pay (Continued)

R
U . subtract
L If and take multiply by add (Notes 4 & 5)
E
a member member first highest monthly | as a member elects: the amount
reverts with a | became a member | basic pay that (1) 2.5 percent of years | necessary to
new or before member of service credited under | increase
aggravated September 8, 1980 | received while |10 U.S.C. § 1208 product of
disability on active duty (Note 3); or columns C
3 rating that after retirement | (2) the highest disability |and D to 50
qualifies for or after date percentage, not to exceed | percent of pay
disability when member’s | 75 percent, attained while | upon which
retirement name was placed | on active duty after computation is
(Note 6) on TDRL retirement or after the based, if
date member’s name was | member is on
placed on TDRL TDRL.
a member member first the retired pay as a member elects: the amount
reverts with a | became a member | base (1) 2.5 percent for necessary to
new or after pre-BRS or 2 percent for | increase
aggravated September 7, 1980 BRS times years of product of
disability service credited under columns C
rating that 10 U.S.C. § 1208 and D to 50
4 qualifies for (Note 3); or percent of pay
disability (2) the highest disability | upon which
retirement percentage, not to exceed | computation is
(Note 6) 75 percent, attained while | based, if
on active duty after member is on
retirement or after the TDRL.
date member’s name was
placed on TDRL
a member either the 2.5 percent for pre-BRS
previously highest monthly | or 2 percent for BRS
retired for pay they times years of service
disability, received on credited under
reverts to active duty or 10 U.S.C. § 1208
retired status the retired pay (Note 3).
without base as
5 | incurring any appropriate
additional or under rule 3 or 4
aggravating
disability that
would qualify
for disability
retirement
(Note 6)
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Table 7-1. Computation of Retired Pay Following Active/Reserve Duty after Retirement or
Eligibility for Retired Pay (Continued)

mrCcCX

and

take

multiply by

subtract

add | \otes 4 & 5)

a member entitled to or
receiving regular retired
pay based on years of
service that has attained
Reserve Retired pay
eligibility and age and
has performed at least
20 years of service
qualifying for a Reserve
retirement

served in an active
status as a member
of an Reserve
Component on or
after October 28,
2009, completing 2
or more years of
satisfactory service
after becoming
eligible for regular
retired pay based on
years of service
without regard to
whether the
member actually
retired or received
retired or

retainer pay for
regular service
(Notes 7 & 8)

either the basic
pay for the
highest grade
held while
serving in the
active status or
the retired pay
base computed
through the new
retirement date

2.5 percent for
pre-BRS or 2 percent
for BRS times the
years of service
credited for
percentage purposes
(Note 9).

a member of Retired
Reserve serves in active
status in Selected
Reserve on or after
October 28, 2009

serves for not less
than 2 years in such
active status

either the basic
pay for the
highest grade
held while
serving in the
active status or
the retired pay
base computed
through the date
of release from

duty

2.5 percent for
pre-BRS or 2 percent
for BRS times the
years of service
credited for
percentage purposes
(Note 9).
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Table 7-1. Computation of Retired Pay Following Active/Reserve Duty after Retirement or
Eligibility for Retired Pay (Continued)

Notes:

1. Alternatively, members eligible under rules 1 or 2 may elect to substitute the rate of basic or
monthly retired pay base (high-36 average) under which the original retired pay was computed at
the time of entering on this period of active duty (increased by any applicable adjustments in the
COLA) for the amount in column C of the table.

2. For a member who has been entitled, for a continuous period of at least 2 years, to basic pay
under the rates of basic pay in effect upon release from active duty, compute under those rates. For
a member who has been entitled to basic pay for a continuous period of at least 2 years upon that
release from active duty, but who is not covered by the preceding sentence, compute under the rates
of basic pay replaced by those in effect upon that release from active duty. For any other member,
compute under the rates of basic pay under which the member’s retired pay or retainer pay was
computed when member entered on that active duty.

3. Before applying percentage factor, credit each full month of service that is in addition to the
number of full years of service creditable to the member as one-twelfth of a year. Disregard any
remaining fractional part of a month.

4. The amount computed, if not a multiple of $1, is rounded to the next lower multiple of $1. Any
future adjustments to such pay must be made on the rounded figure. The rounded amount becomes
the member’s entitlement and any future adjustments is based on this rounded entitlement.

5. The reduction only applies to a member who retired before January 1, 2007, with more than 30
years of creditable service who is recalled to active duty and serves on active duty for a continuous
period of less than 2 years that ends after January 1, 2007, per DoD Memorandum dated
December 22, 2006.

6. Alternatively, members eligible under rules 3, 4, or 5 may elect to substitute the retired pay to
which entitled when originally retired increased by any applicable adjustments in the COLA.

7. A member who was eligible for regular retired or retainer pay on or before October 27, 2009,
whose service was determined to be satisfactory, is not subject to the 2-year requirement.

8. The 2-year service requirement may be reduced by the Secretary concerned if an officer of the
National Guard completes at least 1 year of service in a position of adjutant general or assistant
adjutant general and fails to complete the minimum years of service solely because the appointment
to such position is terminated or vacated under applicable State or territorial law.

9. Total number of retirement points divided by 360. Carry the resultant figure to three decimal
places, then round to two decimal places. Example: 4,735 retirement points divided by 360 = 13.152
or 13.15 years of service for percentage purposes (for the 10 U.S.C. § 12731 retiree only) to be
multiplied by 2.5 percent for pre-BRS or 2 percent for BRS.
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VOLUME 7B, CHAPTER 8: “BASIC PAY RATES, LEGISLATIVE CHANGES, AND
COST-OF-LIVING ADJUSTMENTS (COLA) TO RETIRED PAY”

SUMMARY OF MAJOR CHANGES
Changes are identified in this table and also denoted by blue font.

Substantive revisions are denoted by an asterisk (*) symbol preceding the section,
paragraph, table, or figure that includes the revision.

Unless otherwise noted, chapters referenced are contained in this volume.

Hyperlinks are denoted by bold, italic, blue, and underlined font.

The previous version dated May 2023 is archived.

PARAGRAPH EXPLANATION OF CHANGE/REVISION PURPOSE
All U_pdated the hype_rl_inks gnd_revised_ the chapter to comply Revision
with current administrative instructions.
5.16 Added COLA rates for retired pay, effective Addition
December 1, 2023.
516 Added Executive Order 14113, which provides monthly
' basic pay increase for members of the uniformed services, Addition
effective January 1, 2024.
5.17 Added COLA rates for retired pay, effective .
December 1, 2024. i Addition
517 Added Executive Order 14132, which provides monthly
' basic pay increase for members of the uniformed services, Addition
effective January 1, 2025.
Table 8-1 Updated Table 8-1, Full COLA Percentage Table. Revision
References Updated references. Revision
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CHAPTER 8

BASIC PAY RATES, LEGISLATIVE CHANGES, AND COST-OF-LIVING
ADJUSTMENTS (COLA) TO RETIRED PAY

1.0 GENERAL
1.1 Overview

Historical information on legislative actions for, the application of special provision in
determining the accuracy of retired pay from October 1949 to Fiscal Year (FY) 2009, is located in
the archived Chapter 8, dated July 2013, to include COLA rates for the period. Additionally,
beginning  with FY 1998, the COLA  Memorandums are located at
https://militarypay.defense.gov/Pay/Retirement/Cola.aspx.

1.2 Purpose

This chapter provides information on legislative actions for the application of special
provisions in determining the accuracy of retired pay. Pursuant to Title 10, United States Code
(U.S.C.), section 1401a(b), COLA rates are listed in this chapter for the periods from FY 2010 to
the present.

1.2.1. Accuracy of Retired Pay

The member’s retired pay is determined through a history of basic pay rates, retired pay
increases, and the application of special provisions. Retired pay for members who have entered a
uniformed service after September 7, 1980, is computed using a retired or retainer pay base. See
Chapter 3 for gross pay computation. This chapter explains the effect of legislation and COLA on
retired pay that has been computed using a retired or retainer pay base.

1.2.2. The Use and Effect of Active Duty Pay Rate Increases on Retired Pay

Before June 1, 1958, all members (except the pre-October 1, 1949, “saved pay” accounts)
received a direct percentage of the active duty basic pay rates in effect October 1, 1949 through
May 31, 1958. With the enactment of Public Law 85-422, effective June 1, 1958, it became
increasingly more difficult to prepare and maintain tables reflecting the pay of members on the
retired rolls and, eventually, preparing such tables was no longer feasible. Public Law 85-422
prohibited the recomputation of retired pay based on changes in the active duty basic pay rates
after retirement. The date of retirement was a factor in computing retired pay because the retired
member’s pay was fixed to the basic pay rate in effect on the date of retirement. The exceptions
permitting members to use another basic pay rate under certain conditions and circumstances are
outlined in later paragraphs. The applicable active duty pay tables now serve as the basis for
determining the rate of retired pay.
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1.2.3. Service After September 7, 1980

For members who have entered a uniformed service after September 7, 1980:

1.2.3.1. The amount of retired pay is individualized. Members who retire with the
same grade and years of service for percentage and basic pay purposes may not receive the same
amount of retired pay; and

1.2.3.2. The member’s current retired pay can be verified from the retired or
retainer pay base, years of service for percentage purposes or percentage of disability, retired pay
increases, and the application of any special provisions in retired pay identified in this chapter.

1.3 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from, and prepared in accordance with, the U.S.C., including Titles 5 and 10. Due to the
subject matter in the chapter, the list of authoritative sources is extensive. The specific statutes,
regulations, and other applicable guidance that govern each section are listed in a reference section
at the end of the chapter.

2.0 DEFINITIONS
2.1 Base Index

The base index is the price index for the base quarter for the most recent adjustment under
10 U.S.C. § 1401a(b).

2.2 Base Quarter
Base Quarter is the calendar quarter ending on September 30 of each year.
2.3 Burchinal Decision

The Burchinal Decision is a Comptroller General (Comp. Gen.) decision
53 Comp. Gen. 698 (1974) that retired pay is computed only under the current pay rates or the pay
rates in effect immediately before the current rate pursuant to 10 U.S.C. § 1401a(e).
Public Law 90-207, effective October 1, 1967, added subsection (e) under 10 U.S.C. § 1401a as a
method to prevent pay inversion. See also paragraph 3.4. On October 7, 1975, Public Law 94-106
added subsection (f) under 10 U.S.C. § 1401a, which superseded 10 U.S.C. § 1401a(e).

24  COLA

Percentage change increases are applied to retired pay based on laws using the Consumer
Price Index (CPI), Urban Wage Earners and Clerical Workers-U.S. City Average (commonly
referred to as CPI1-W), as published by the Bureau of Labor Statistics, to determine the amount of
the increase. Full COLA percentages appear in Table 8-1.
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2.4.1. Full COLA. Members on the retired rolls receive the full COLA if their retired pay
is computed using the basic pay rates which were effective before the previous COLA.

2.4.2. Partial COLA. Members whose retired pay is computed using the basic pay rates
that become effective at the same time or after the previous COLA receive a partial COLA. This
increase is effective from the later of the date of the full COLA or the date of retirement.

2.5  Legislative Increase

A legislative increase refers to any adjustment in retired pay authorized by legislation that
identifies a percentage increase rather than based on the CPI.

2.6 Otherwise Qualified

This term refers to members, retired under a particular law, who are eligible for retirement
under another law that may provide greater benefits. It pertains primarily to disability retirees
when members have enough service to be retired for nondisability.

2.7  Pay Table Code

Pay table code refers to the designation by number (or other means) used by the Defense
Finance and Accounting Service to identify active duty pay rates in effect during various periods.

2.8 Price Index

Price index refers to the CPI (all items, U.S. city average) published by the Bureau of Labor
Statistics.

2.9 Price Index for a Quarter

For purposes of this chapter, the price index for a calendar quarter is the arithmetical mean
(average) of the price index for the three months comprising that quarter.

2.10 Recomputation

Recomputation is the provision for recomputing retired pay using a pay table other than
that used in the first computation of retired pay.

2.11 Retired Pay

The term "retired pay" includes retainer pay.
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2.12 Retired Pay Base

The retired pay base is an average of the highest monthly basic pay rates applicable to a
member, determined by the length of time the member was a member of a uniformed service (less
than or at least 36 months) and/or the type of retirement (e.qg., disability or voluntary). The retired
pay base or retainer pay base applies to members who entered a uniformed service after
September 7, 1980. It replaced the monthly basic pay rate formerly used to compute retired or
retainer pay. See Chapter 3 for pre-September 8, 1980, members.

2.13  Uniform Retirement Date Act (URDA)

Pursuant to 5 U.S.C. § 8301, the URDA provides, under certain retirement laws, that
members cannot be retired before the first day of the month after the date of first eligibility; and
determines the pay table used in computing retired pay. This provision is especially significant
when the retirement date coincides with the effective date of an active duty basic pay rate increase.
There is an additional requirement to compute pay on the rates in effect by the date retirement
would have occurred except for this restriction.

2.14  Years of Service for Basic Pay

Computation of service years creditable in determining the basic pay rate upon which
retired pay is based may vary depending upon retirement law. See Volume 7A, Chapter 1.

2.15 Years of Service for Percentage Multiplier

The years of service for percentage multiplier refers to service years creditable in determining
the percentage multiplier factor (applicable percentage rate described in Chapter 3, subparagraph
2.1.2 times years of creditable service) in retired pay computation. Computation of years of service
may vary depending upon retirement law. For reserve retirements under 10 U.S.C., Chapter 1223,
reserve service points are converted to years of service (i.e., total points divided by 360 equal years
of service). See Chapter 1.

3.0 MAJOR CHANGES IN THE USE OF BASIC PAY RATES AND CONDITIONS
APPLICABLE TO COMPUTATION OF RETIRED PAY

3.1  Retired Pay Based on the Consumer Price Index (CPI)

Effective October 1, 1963, 10 U.S.C. § 14014, as added by Public Law 88-132, stipulated
that future adjustments to retired pay would be based on the CPI. Each January, the Secretary of
Defense was to review the CPI from the previous calendar year and, if it had increased 3 percent
or more, then would affect a percentage increase in retired pay by April 1 using the percentages of
increase in the CPI.
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3.2  Effects of Public Law 90-207 on Retired Pay Computation

Public Law 90-207, effective October 1, 1967, added subsections (c) through (e) under
10 U.S.C. § 1401a. Subsections (c) and (d) stipulated that retired pay, when computed from the
current basic pay rates, would increase at the later of the next COLA or retirement date by a partial
adjustment. The partial adjustment represented the percent by which the new base index exceeded
the index in effect on the day before the basic pay increase. Subsection (e), a saved pay provision,
permitted computation of retired pay on the basic pay rates in effect immediately preceding those
in effect on the retirement date if they were more favorable because of a COLA. Public Law 98-94,
section 921, effective September 24, 1983, repealed the 1-year look-back provision that was under
10 U.S.C. § 1401a(e).

NOTE: For additional information on the repealed section, see paragraph 080213 in archived
Chapter 8. Section 8(a) of Public Law 90-207 provided that, effective January 1, 1968, whenever
the General Schedule of Compensation for Federal classified employees increased, an adjustment
in the monthly basic pay to authorized members of the uniformed services immediately would
become effective.

3.3 One Percent Increase to COLA

Public Law 91-179, effective October 31, 1969, stipulated that 1 percent would be added
to the percentage increase each time there was a general COLA to retired pay. Partial COLA
increases did not include the 1 percent. The add-on was provided to make up for the 3-month time
lag between the rise in the CPI and the actual increase in retired pay. Public Law 94-440, effective
October 1, 1976, eliminated the 1 percent increase.

3.4 Pay Inversion

Public Law 85-422, effective June 1, 1958, prohibited recomputation of retired pay each
time active duty pay was increased. Therefore, it was assumed that members of the same pay
grade and years of service who retired under later active duty pay increases would receive greater
retired pay. Beginning in 1971, there were instances where the cumulative COLA applied to
retired pay was greater than the increases in the active duty pay rates, which was known as “pay
inversion.” Pay inversion created some retention problems because, through early retirement,
members could increase their retired pay rather than remaining on active duty. Under 53 Comp.
Gen. 698 (1974), known as the “Burchinal Decision,” members were restricted to the greater
amount of pay, based on two computations of retired pay, computed on the active duty pay rates
in effect:

3.4.1. At the time of retirement using the pay grade and years of service for both basic pay
and percentage multiplier at the time of retirement; or

3.4.2. Immediately before the active duty basic pay rates in effect on the date of retirement,
plus the COLA in retired pay applicable to those basic pay rates. For this computation, the same
pay grade and years of service for both basic pay and multiplier at the time of retirement were used
even though the computation used the earlier basic pay rates.
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35 Tower Amendment

3.5.1. Public Law 94-106, dated October7,1975, added subparagraph (f) to
10 U.S.C. § 1401a. The new provision stipulated another method to offset, in part, the effect of
“pay inversion.” This method involved computing pay based on any previous basic pay rates, on
or after January 1, 1971, plus COLA, if the member was eligible for retirement at the time those
rates were in effect. The computation was restricted to the pay grade and years of service at that
earlier time (for retirements on October 5, 1994, or later, the computation may not be based on a
grade higher than that held at the time of retirement). The statute applies to all members retired
on or after January 1, 1971. There were no retroactive pay adjustments for the period before
October 7, 1975.

3.5.2. Pursuant to Public Law 113-66, dated December 26, 2013, for a retired member
who first became a member of a uniformed service on or after September 8, 1980, and whose
retired pay is computed using the high-three method, the Tower Amendment applies only at the
time of retirement and not when the first COLA is announced. A member recalled to active duty
after retirement is not entitled to recomputation of retired pay under the Tower Amendment upon
release from that active duty. Pay recomputation upon that release is restricted to the methods
prescribed in 10 U.S.C. § 1402 and covered in Chapter 7. The Tower Amendment did not repeal
or modify those provisions.

3.6  Basic Pay Average

Public Law 96-342, dated September 8, 1980, as codified at 10 U.S.C. § 1407, established
a retired pay base for use in computing retired or retainer pay. Title 10, U.S.C. § 1407 applies to
members who have entered a uniformed service after September 7, 1980. The percentage of
cost-of-living increases is determined by the most recent basic pay rate used in the computation of
the retired or retainer pay base.

3.7 Modification of COLAs Applicable to Military Retired and Retainer Pay

Public Law 98-270, dated April 18, 1984, amended 5 U.S.C. 8§ 8340(a) and (b) to modify
COLAs that also applied to military retired and retainer pay under 10 U.S.C. § 1401a(b). The
effective date for COLAs was changed from March 1 to December 1. The COLA equaled the
percentage change in the price index for the base quarter of the year over the price index for the
base quarter of the preceding year. The price index is defined in paragraph 2.8. The partial COLA
equaled the percentage increase of the average CPI for July, August, and September over the CPI
for the preceding December.

3.8 The Military Retirement Reform Act of 1986

The Military Retirement Reform Act of 1986, Public Law 99-348:
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3.8.1. Reduced the retired pay multiplier for any member who first became a member of a
uniformed service after July 31, 1986, and who retired before age 62 with less than 30 years of
creditable service (excluding retirements under 10 U.S.C., Chapters 61 and 1223). The multiplier
was reduced by:

3.8.1.1. One percentage point for each full year that the member’s years of
creditable service were less than 30; and

3.8.1.2. One-twelfth of 1 percentage point for each month by which the member’s
years of creditable service (after counting all full years of such service) was less than a full year.

3.8.2. Stipulated cost-of-living increases for any member who first became a member of a
uniformed service on or after August 1, 1986, when the increase in the CPI exceeded 1 percent.
The cost-of-living increase was 1 percentage point less than the increase in CPI.

3.8.3. Restored the reduction in retired pay multiplier under subparagraph 3.8.1 at age 62
and provided a one-time restoral at age 62 for the reduction in cost-of-living increase under
subparagraph 3.8.2.

4.0 PROVISIONS OF PAY CHANGES, EXCEPTIONS, AND SPECIAL COMPUTATIONS
BETWEEN DECEMBER 1, 1949 AND DECEMBER 1, 2005

For historical information on legislative actions affecting retired pay from October 1949 to
December 2005, see archived Chapter 8, dated July 2013 and July 2018.

5.0 PROVISIONS OF PAY CHANGES, EXCEPTIONS, AND SPECIAL COMPUTATIONS
STARTING DECEMBER 2005

For historical information on legislative actions affecting retired pay from December 2005
to December 2008, see archived Chapter 8, dated July 2018.

5.1  COLA and Basic Pay Rates FY 2010
5.1.1. A COLA, effective December 1, 2009, provided:
5.1.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2009 0.0 percent 1401a(b)(2)
January 1 — December 31, 2009 0.0 percent 1401a(c) & 1401a(f)
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5.1.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2009 0.0 percent 1401a(b)(2)

January 1 — March 31, 2009 0.0 percent 1401a(d) & 1401a(f)
April 1 —June 30, 2009 0.0 percent 1401a(d) & 1401a(f)
July 1 — September 30, 2009 0.0 percent 1401a(d) & 1401a(f)
October 1 — December 31, 2009 0.0 percent 1401a(d) & 1401a(f)

5.1.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and who elected to receive a Career Status Bonus (CSB) under the provisions of
37 U.S.C. 8§ 322 (as in effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA
is specified according to their retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2009 0.0 percent 1401a(e)

January 1 — March 31, 2009 0.0 percent 1401a(e) & 1401a(f)
April 1 —June 30, 2009 0.0 percent 1401a(e) & 1401a(f)
July 1 — September 30, 2009 0.0 percent 1401a(e) & 1401a(f)
October 1- December 31, 2009 0.0 percent 1401a(e) & 1401a(f)

5.1.2. For basic pay rates effective January1,2010, PubliclLaw 111-84 and
Executive Order 13525 provided for:

5.1.2.1. Increased basic pay rates;
5.1.2.2. No increase for members retired before January 1, 2010; and

5.1.2.3. No entitlement to pay computed on the January 1, 2010 basic pay rates for
members who retired on January 1, 2010, and who were:

5.1.3.1. Warrant officers;

5.1.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2009 transfers); or

5.1.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

52  COLA and Basic Pay Rates FY 2011

5.2.1. A COLA, effective December 1, 2010, provided:
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5.2.1.1. For those who first became members of a uniformed service before
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2010 0.0 percent 1401a(b)(2)
January 1 — December 31, 2010 0.0 percent 1401a(c) & 1401a(f)

5.2.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2010 0.0 percent 1401a(b)(2)

January 1 — March 31, 2010 0.0 percent 1401a(d) & 1401a(f)
April 1 —June 30, 2010 0.0 percent 1401a(d) & 1401a(f)
July 1 — September 30, 2010 0.0 percent 1401a(d) & 1401a(f)
October 1 — December 31, 2010 0.0 percent 1401a(d) & 1401a(f)

5.2.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2010 0.0 percent 1401a(e)

January 1 — March 31, 2010 0.0 percent 1401a(e) & 1401a(f)
April 1 - June 30, 2010 0.0 percent 1401a(e) & 1401a(f)
July 1 — September 30, 2010 0.0 percent 1401a(e) & 1401a(f)
October 1 — December 31, 2010 0.0 percent 1401a(e) & 1401a(f)

5.2.2. For basic pay rates effective January 1, 2011, Executive Order 13561 provided for:

5.2.2.1. Increased basic pay rates;
5.2.2.2. No increase for members retired before January 1, 2011; and

5.2.2.3. No entitlement to pay computed on the January 1, 2011 basic pay rates for
members who retired on January 1, 2011, and who were:

5.2.2.3.1. Warrant officers;

5.2.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2010 transfers); or
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5.2.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.3  Removal of the 75 Percent Cap Subject to Provision

A member who retired, or became entitled to retired pay, due to physical disability on or
before January 7, 2011, may not have a retired pay multiplier more than 75 percent. Under
Public Law 111-383, a member with more than 30 years of creditable service who first becomes
entitled to retired pay due to physical disability, on or after January 8, 2011, will not have their
multiplier reduced if it is more than 75 percent.

54  COLA and Basic Pay Rates FY 2012
5.4.1. A COLA, effective December 1, 2011, provided:
5.4.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2011 3.6 percent 1401a(b)(2)
January 1 — December 31, 2011 3.6 percent 1401a(c)

5.4.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2011 3.6 percent 1401a(b)(2)
January 1 — March 31, 2011 3.6 percent 1401a(d)

April 1 - June 30, 2011 2.4 percent 1401a(d)

July 1 — September 30, 2011 0.4 percent 1401a(d)
October 1 — December 31, 2011 0.0 percent 1401a(d)

5.4.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2011 2.6 percent 1401a(e)
January 1 — March 31, 2011 2.6 percent 1401a(e)
April 1 - June 30, 2011 1.9 percent 1401a(e)
July 1 — September 30, 2011 0.1 percent 1401a(e)
October 1 — December 31, 2011 0.0 percent 1401a(e)
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5.4.2. For basic pay rates effective January 1, 2012, Executive Order 13594 provided for:

5.4.2.1. Increased basic pay rates;
5.4.2.2. No increase for members retired before January 1, 2012; and

5.4.2.3. No entitlement to pay computed on the January 1, 2012 basic pay rates for
members who retired on January 1, 2012, and who were:

5.4.2.3.1. Warrant officers;

5.4.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2011 transfers); or

5.4.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

NOTE: Members retiring in 2012 may be entitled to more retired pay using the 2011 pay rates
increased by a partial COLA, instead of using the increased pay rates with more service credit.
Under 10 U.S.C. § 1401a(f)(1), inversions to retired pay entitlements are prevented by allowing
computation of retired pay based on retirement at an earlier date. In such computations, the grade
and service credit must be those applicable on the earlier date being used. Also, the retiree must
meet the retirement eligibility requirements by the earlier date.

55  COLA and Basic Pay Rates FY 2013
5.5.1. A COLA, effective December 1, 2012, provided:
5.5.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2012 1.7 percent 1401a(b)(2)
January 1 — December 31, 2012 1.7 percent 1401a(c)

5.5.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2012 1.7 percent 1401a(b)(2)
January 1 — March 31, 2012 1.7 percent 1401a(d)

April 1 - June 30, 2012 1.0 percent 1401a(d)

July 1 — September 30, 2012 0.2 percent 1401a(d)
October 1 — December 31, 2012 0.0 percent 1401a(d)
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5.5.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2012 0.7 percent 1401a(e)
January 1 — March 31, 2012 0.7 percent 1401a(e)
April 1 - June 30, 2012 0.5 percent 1401a(e)
July 1 — September 30, 2012 0.0 percent 1401a(e)
October 1 — December 31, 2012 0.0 percent 1401a(e)

5.5.2. For basic pay rates effective January 1, 2013, Executive Order 13641 provided for:

5.5.2.1. Increased basic pay rates;
5.5.2.2. No increase for members retired before January 1, 2013; and

5.5.2.3. No entitlement to pay computed on the January 1, 2013 basic pay rates for
members who retired on January 1, 2013, and who were:

5.5.2.3.1. Warrant officers;

55.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2012 transfers); or

5.5.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

56  COLA and Basic Pay Rates FY 2014
5.6.1. A COLA, effective December 1, 2013, provided:
5.6.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2013 1.5 percent 1401a(b)(2)
January 1 — December 31, 2013 1.5 percent 1401a(c)
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5.6.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2013 1.5 percent 1401a(b)(2)
January 1 — March 31, 2013 1.5 percent 1401a(d)

April 1 —June 30, 2013 0.9 percent 1401a(d)

July 1 — September 30, 2013 0.4 percent 1401a(d)
October 1 — December 31, 2013 0.0 percent 1401a(d)

5.6.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2013 0.5 percent 1401a(e)
January 1 — March 31, 2013 0.5 percent 1401a(e)
April 1 —June 30, 2013 0.4 percent 1401a(e)
July 1 — September 30, 2013 0.0 percent 1401a(e)
October 1 — December 31, 2013 0.0 percent 1401a(e)

5.6.2. For basic pay rates effective January 1, 2014, Executive Order 13655 provided for:

5.6.2.1. Increased basic pay rates;
5.6.2.2. No increase for members retired before January 1, 2014; and

5.6.2.3. No entitlement to pay computed on the January 1, 2014 basic pay rates for
members who retired on January 1, 2014, and who were:

5.6.2.3.1. Warrant officers;

5.6.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2013 transfers); or

5.6.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.7  COLA and Basic Pay Rates FY 2015

5.7.1. A COLA, effective December 1, 2014, provided:
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5.7.1.1. For those who first became members of a uniformed service before
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2014 1.7 percent 1401a(b)(2)
January 1 — December 31, 2014 1.7 percent 1401a(c)

5.7.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2014 1.7 percent 1401a(b)(2)
January 1 — March 31, 2014 1.7 percent 1401a(d)
April 1 - June 30, 2014 1.3 percent 1401a(d)

July 1 — September 30, 2014 0.1 percent 1401a(d)
October 1 — December 31, 2014 0.0 percent 1401a(d)

5.7.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8§ 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2014 0.7 percent 1401a(e)
January 1 — March 31, 2014 0.7 percent 1401a(e)
April 1 - June 30, 2014 0.7 percent 1401a(e)
July 1 — September 30, 2014 0.0 percent 1401a(e)
October 1 — December 31, 2014 0.0 percent 1401a(e)

5.7.2. For basic pay rates effective January 1, 2015, Executive Order 13686 provided for:

5.7.2.1. Increased basic pay rates;
5.7.2.2. No increase for members retired before January 1, 2015; and

5.7.2.3. No entitlement to pay computed on the January 1, 2015 basic pay rates for
members who retired on January 1, 2015, and who were:

5.7.2.3.1. Warrant officers;

5.7.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2014 transfers); or
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5.7.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.8  COLA and Basic Pay Rates FY 2016
5.8.1. A COLA, effective December 1, 2015, provided:
5.8.1.1. Retired pay COLA for those who first became members of a uniformed

service before September 8, 1980, is specified according to the effective date of their retirement
as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2015 0.0 percent 1401a(b)(2)
January 1 — December 31, 2015 0.0 percent 1401a(c) & 1401a(f)

5.8.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is set out according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2015 0.0 percent 1401a(b)(2)

January 1 — March 31, 2015 0.0 percent 1401a(d) & 1401a(f)
April 1 - June 30, 2015 0.0 percent 1401a(d) & 1401a(f)
July 1 — September 30, 2015 0.0 percent 1401a(d) & 1401a(f)
October 1 — December 31, 2015 0.0 percent 1401a(d) & 1401a(f)

5.8.1.3. The retired pay COLA for those who first became members of the
uniformed service on or after August 1, 1986, and also elected to receive a CSB under the
provisions of 37 U.S.C. § 322 (as in effect before January 28, 2008) or 37 U.S.C. § 354 is specified
according to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2015 0.0 percent 1401a(e)

January 1 — March 31, 2015 0.0 percent 1401a(e) & 1401a(f)
April 1 —June 30, 2015 0.0 percent 1401a(e) & 1401a(f)
July 1 — September 30, 2015 0.0 percent 1401a(e) & 1401a(f)
October 1 — December 31, 2015 0.0 percent 1401a(e) & 1401a(f)

5.8.2. For basic pay rates effective January 1, 2016, Executive Order 13715 provided for:

5.8.2.1. Increased basic pay rates;
5.8.2.2. No increase for members retired before January 1, 2016; and

5.8.2.3. No entitlement to pay computed on the January 1, 2016 basic pay rates for
members who retired on January 1, 2016, and who were:
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5.8.2.3.1. Warrant officers;

5.8.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2015 transfers); or

5.8.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

59 COLA and Basic Pay Rates FY 2017
5.9.1. A COLA, effective December 1, 2016, provided:
5.9.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2016 0.3 percent 1401a(b)(2)
January 1 — December 31, 2016 0.3 percent 1401a(c)

5.9.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2016 0.3 percent 1401a(b)(2)
January 1 — March 31, 2016 0.3 percent 1401a(d)

April 1 - June 30, 2016 0.3 percent 1401a(d)

July 1 — September 30, 2016 0.3 percent 1401a(d)
October 1 — December 31, 2016 0.0 percent 1401a(d)

5.9.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. 8 322 (as in
effect before January 28, 2008) or 37 U.S.C. § 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2016 0.3 percent 1401a(e)
January 1 — March 31, 2016 0.3 percent 1401a(e) & 1401a(f)
April 1 - June 30, 2016 0.3 percent 1401a(e) & 1401a(f)
July 1 — September 30, 2016 0.0 percent 1401a(e)
October 1 — December 31, 2016 0.0 percent 1401a(e)

8-19



DoD 7000.14-R Financial Management Regulation VVolume 7B, Chapter 8
* May 2025

5.9.2. For basic pay rates effective January 1, 2017, Executive Order 13756 provided for:

5.9.2.1. Increased basic pay rates;
5.9.2.2. No increase for members retired before January 1, 2017; and

5.9.2.3. No entitlement to pay computed on the January 1, 2017 basic pay rates for
members who retired on January 1, 2017, and who were:

5.9.2.3.1. Warrant officers;

5.9.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2016 transfers); or

5.9.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.10 COLA and Basic Pay Rates FY 2018
5.10.1. A COLA, effective December 1, 2017, provided:
5.10.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2017 2.0 percent 1401a(b)(2)
January 1 — December 31, 2017 1.8 percent 1401a(c)

5.10.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2017 2.0 percent 1401a(b)(2)
January 1 — March 31, 2017 1.8 percent 1401a(d)

April 1 - June 30, 2017 1.0 percent 1401a(d)

July 1 — September 30, 2017 0.4 percent 1401a(d)
October 1 — December 31, 2017 0.0 percent 1401a(d)
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5.10.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8§ 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2017 1.0 percent 1401a(e)
January 1 — March 31, 2017 1.0 percent 1401a(e)
April 1 - June 30, 2017 0.5 percent 1401a(e)
July 1 — September 30, 2017 0.2 percent 1401a(e)
October 1 — December 31, 2017 0.0 percent 1401a(e)

5.10.2. For basic pay rates effective January 1, 2018, Executive Order 13819 provided

for:
5.10.2.1. Increased basic pay rates;
5.10.2.2. No increase for members retired before January 1, 2018; and

5.10.2.3. No entitlement to pay computed on the January 1, 2018 basic pay rates
for members who retired on January 1, 2018, and who were:

5.10.2.3.1. Warrant officers;

5.10.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2017 transfers); or

5.10.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.11 COLA and Basic Pay Rates FY 2019
5.11.1. A COLA, effective December 1, 2018, provided:
5.11.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2018 2.8 percent 1401a(b)(2)
January 1 — December 31, 2018 2.4 percent 1401a(c)
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5.11.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the Blended Retirement System, the
retired pay COLA is specified according to the effective date of their retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2018 2.8 percent 1401a(b)(2)
January 1 — March 31, 2018 2.4 percent 1401a(d)

April 1 —June 30, 2018 1.5 percent 1401a(d)

July 1 — September 30, 2018 0.3 percent 1401a(d)
October 1 — December 31, 2018 0.0 percent 1401a(d)

5.11.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2018 1.8 percent 1401a(e)
January 1 — March 31, 2018 1.6 percent 1401a(e)
April 1 —June 30, 2018 1.0 percent 1401a(e)
July 1 — September 30, 2018 0.1 percent 1401a(e)
October 1 — December 31, 2018 0.0 percent 1401a(e)

5.11.2. For basic pay rates effective January 1, 2019, Executive Order 13856 provided
for:

5.11.2.1. Increased basic pay rates;
5.11.2.2. No increase for members retired before January 1, 2019; and

5.11.2.3. No entitlement to pay computed on the January 1, 2019 basic pay rates
for members who retired on January 1, 2019, and who were:

5.11.2.3.1. Warrant officers;

5.11.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2018 transfers); or

5.11.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.12 COLA and Basic Pay Rates FY 2020

5.12.1. A COLA, effective December 1, 2019, provided:
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5.12.1.1. For those who first became members of a uniformed service before
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2019 1.6 percent 1401a(b)(2)
January 1 — December 31, 2019 1.6 percent 1401a(c)

5.12.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the High-3 or Blended Retirement
System, the retired pay COLA is specified according to the effective date of their retirement as
follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2019 1.6 percent 1401a(b)(2)
January 1 — March 31, 2019 1.6 percent 1401a(d)

April 1 - June 30, 2019 1.6 percent 1401a(d)

July 1 — September 30, 2019 0.2 percent 1401a(d)
October 1 — December 31, 2019 0.0 percent 1401a(d)

5.12.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2019 0.6 percent 1401a(e)
January 1 — March 31, 2019 0.6 percent 1401a(e)
April 1 - June 30, 2019 0.6 percent 1401a(e)
July 1 — September 30, 2019 0.0 percent 1401a(e)
October 1 — December 31, 2019 0.0 percent 1401a(e)

5.12.2. For basic pay rates effective January 1, 2020, Executive Order 13901 provided

for:
5.12.2.1. Increased basic pay rates;
5.12.2.2. No increase for members retired before January 1, 2020; and

5.12.2.3. No entitlement to pay computed on the January 1, 2020 basic pay rates
for members who retired on January 1, 2020, and who were:

5.12.2.3.1. Warrant officers;

5.12.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2019 transfers); or
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5.12.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.13 COLA and Basic Pay Rates FY 2021
5.13.1. A COLA, effective December 1, 2020, provided:

5.13.1.1. For those who first became members of a uniformed service before
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2020 1.3 percent 1401a(b)(2)
January 1 — December 31, 2020 1.1 percent 1401a(c)

5.13.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the High-3 or Blended Retirement
System, the retired pay COLA is specified according to the effective date of their retirement as
follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2020 1.3 percent 1401a(b)(2)
January 1 — March 31, 2020 1.1 percent 1401a(d)

April 1 —June 30, 2020 0.7 percent 1401a(d)

July 1 — September 30, 2020 1.3 percent 1401a(d)
October 1 — December 31, 2020 0.0 percent 1401a(d)

5.13.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. 8 322 (as in
effect before January 28, 2008) or 37 U.S.C. § 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2020 0.3 percent 1401a(e)
January 1 — March 31, 2020 0.3 percent 1401a(e)
April 1 - June 30, 2020 0.2 percent 1401a(e)
July 1 — September 30, 2020 0.3 percent 1401a(e)
October 1 — December 31, 2020 0.0 percent 1401a(e)

5.13.2. For basic pay rates effective January 1, 2021, Executive Order 13970 provided

for:
5.13.2.1. Increased basic pay rates;

5.13.2.2. No increase for members retired before January 1, 2021; and
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5.13.2.3. No entitlement to pay computed on the January 1, 2021 basic pay rates
for members who retired on January 1, 2021, and who were:

5.13.2.3.1. Warrant officers;

5.13.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2020 transfers); or

5.13.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.14 COLA and Basic Pay Rates FY 2022
5.14.1. A COLA, effective December 1, 2021, provided:
5.14.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2021 5.9 percent 1401a(b)(2)
January 1 — December 31, 2021 5.7 percent 1401a(c)

5.14.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the High-3 or Blended Retirement
System, the retired pay COLA is specified according to the effective date of their retirement as
follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2021 5.9 percent 1401a(b)(2)
January 1 — March 31, 2021 5.7 percent 1401a(d)

April 1 - June 30, 2021 4.4 percent 1401a(d)

July 1 — September 30, 2021 1.8 percent 1401a(d)
October 1 — December 31, 2021 0.0 percent 1401a(d)

5.14.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. § 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2021 4.9 percent 1401a(e)
January 1 — March 31, 2021 4.9 percent 1401a(e)
April 1 - June 30, 2021 3.9 percent 1401a(e)
July 1 — September 30, 2021 1.5 percent 1401a(e)
October 1 — December 31, 2021 0.0 percent 1401a(e)
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5.14.2. For basic pay rates effective January 1, 2022, Executive Order 14061 provided

for:
5.14.2.1. Increased basic pay rates;
5.14.2.2. No increase for members retired before January 1, 2022; and

5.14.2.3. No entitlement to pay computed on the January 1, 2022 basic pay rates
for members who retired on January 1, 2022, and who were:

5.14.2.3.1. Warrant officers;

5.14.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2021 transfers); or

5.14.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

5.15 COLA and Basic Pay Rates FY 2023
5.15.1. A COLA, effective December 1, 2022, provided:
5.15.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2022 8.7 percent 1401a(b)(2)
January 1 — December 31, 2022 7.0 percent 1401a(c)

5.15.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the High-3 or Blended Retirement
System, the retired pay COLA is specified according to the effective date of their retirement as
follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2022 8.7 percent 1401a(b)(2)
January 1 — March 31, 2022 7.0 percent 1401a(d)

April 1 - June 30, 2022 4.4 percent 1401a(d)

July 1 — September 30, 2022 1.2 percent 1401a(d)
October 1 — December 31, 2022 0.0 percent 1401a(d)
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5.15.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2022 7.7 percent 1401a(e)
January 1 — March 31, 2022 6.2 percent 1401a(e)
April 1 - June 30, 2022 3.9 percent 1401a(e)
July 1 — September 30, 2022 1.0 percent 1401a(e)
October 1 — December 31, 2022 0.0 percent 1401a(e)

5.15.2. For basic pay rates effective January 1, 2023, Executive Order 14090 provided

for:
5.15.2.1. Increased basic pay rates;
5.15.2.2. No increase for members retired before January 1, 2023; and

5.15.2.3. No entitlement to pay computed on the January 1, 2023 basic pay rates
for members who retired on January 1, 2023, and who were:

5.15.2.3.1. Warrant officers;

5.15.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2022 transfers); or

5.15.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.

*5.16 COLA and Basic Pay Rates FY 2024
5.16.1. A COLA, effective December 1, 2023, provided:
5.16.1.1. For those who first became members of a uniformed service before

September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2023 3.2 percent 1401a(b)(2)
January 1 — December 31, 2023 3.1 percent 1401a(c)
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5.16.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the High-3 or Blended Retirement
System, the retired pay COLA is specified according to the effective date of their retirement as
follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2023 3.2 percent 1401a(b)(2)
January 1 — March 31, 2023 3.1 percent 1401a(d)

April 1 - June 30, 2023 2.2 percent 1401a(d)

July 1 — September 30, 2023 0.9 percent 1401a(d)
October 1 — December 31, 2023 0.0 percent 1401a(d)

5.16.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8§ 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2023 2.2 percent 1401a(e)
January 1 — March 31, 2023 2.2 percent 1401a(e)
April 1 - June 30, 2023 1.7 percent 1401a(e)
July 1 — September 30, 2023 0.7 percent 1401a(e)
October 1 — December 31, 2023 0.0 percent 1401a(e)

5.16.2. For basic pay rates effective January 1, 2024, Executive Order 14113 provided

for:
5.16.2.1. Increased basic pay rates;
5.16.2.2. No increase for members retired before January 1, 2024; and

5.16.2.3. No entitlement to pay computed on the January 1, 2024 basic pay rates
for members who retired on January 1, 2024, and who were:

5.16.2.3.1. Warrant officers;

5.16.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2023 transfers); or

5.16.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.
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*5.17 COLA and Basic Pay Rates FY 2025
5.17.1. A COLA, effective December 1, 2024, provided:

5.17.1.1. For those who first became members of a uniformed service before
September 8, 1980, the retired pay COLA is specified according to the effective date of their
retirement as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2024 2.5 percent 1401a(b)(2)
January 1 — December 31, 2024 2.5 percent 1401a(c)

5.17.1.2. For those who first became members of a uniformed service on or after
September 8, 1980, including those members covered by the High-3 or Blended Retirement
System, the retired pay COLA is specified according to the effective date of their retirement as
follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2024 2.5 percent 1401a(b)(2)
January 1 — March 31, 2024 2.5 percent 1401a(c)

April 1 - June 30, 2024 1.4 percent 1401a(d)

July 1 — September 30, 2024 0.2 percent 1401a(d)
October 1 — December 31, 2024 0.0 percent 1401a(d)

5.17.1.3. For those who first became members of the uniformed service on or after
August 1, 1986, and also elected to receive a CSB under the provisions of 37 U.S.C. § 322 (as in
effect before January 28, 2008) or 37 U.S.C. 8 354, the retired pay COLA is specified according
to the date of their retirement, as follows:

Retirement Effective Percent Increase 10 U.S.C. Authority
Before January 1, 2024 1.5 percent 1401a(e)
January 1 — March 31, 2024 1.5 percent 1401a(e)
April 1 —June 30, 2024 0.9 percent 1401a(e)
July 1 — September 30, 2024 0.0 percent 1401a(e)
October 1 — December 31, 2024 0.0 percent 1401a(e)

5.17.2. For basic pay rates effective January 1, 2025, Executive Order 14132 provided
for:

5.17.2.1. Increased basic pay rates;
5.17.2.2. No increase for members retired before January 1, 2025; and

5.17.2.3. No entitlement to pay computed on the January 1, 2025 basic pay rates
for members who retired on January 1, 2025, and who were:
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5.17.2.3.1. Warrant officers;

5.17.2.3.2. Fleet Reservists or Fleet Marine Corps Reservists
(December 31, 2024 transfers); or

5.17.2.3.3. Subject to the URDA. For additional information about the
URDA, see Chapter 1. Additionally, URDA is defined at paragraph 2.13.
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No. Date of COLA Percent

1 Sep 1, 1965 4.4
2 Dec 1, 1966 3.7
3 Apr 1, 1968 3.9
4 Feb 1, 1969 4.0
5 Nov 1, 1969 4.3
6 Aug 1, 1970 5.6
7 Jun 1, 1971 4.5
8 Jul 1, 1972 4.8
9 Jul 1, 1973 6.1
10 Jan 1, 1974 55
11 Jul 1, 1974 6.3
12 Jan 1, 1975 7.3
13 Aug 1, 1975 51
14 Mar 1, 1976 54
15 Mar 1, 1977 4.8
16 Sep 1, 1977 4.3
17 Mar 1, 1978 2.4
18 Sep 1, 1978 4.9
19 Mar 1, 1979 3.9
20 Sep 1, 1979 6.9
21 Mar 1, 1980 6.0
22 Sep 1, 1980 7.7
23 Mar 1, 1981 4.4
24 Mar 1, 1982 8.7
25 Apr 1, 1983 (note 1) 3.3
3.9
26 Dec 1, 1984 3.5
27 Dec 1, 1986 1.3

28 Dec 1, 1987 4.2 Pre-Aug 86 Member

3.2 Post-Aug 86 Member

29 Dec 1, 1988 4.0 Pre-Aug 86 Member

3.0 Post-Aug 86 Member

30 Dec 1, 1989 4.7 Pre-Aug 86 Member

3.7 Post-Aug 86 Member
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Table 8-1. Full COLA Percentage Table (Continued)

No.

Date of COLA

Percent

31

Dec 1, 1990

5.4 Pre-Aug 86 Member
4.4 Post-Aug 86 Member

32

Dec 1, 1991

3.7 Pre-Aug 86 Member
2.7 Post-Aug 86 Member

33

Dec 1, 1992

3.0 Pre-Aug 86 Member
2.0 Post-Aug 86 Member

34

Dec 1, 1993 (note 2)

2.6 Pre-Aug 86 Member
1.6 Post-Aug 86 Member

35

Dec 1, 1994 (note 2)

2.8 Pre-Aug 86 Member
1.8 Post-Aug 86 Member

36

Dec 1, 1995 (note 2)

2.6 Pre-Aug 86 Member
1.6 Post-Aug 86 Member

37

Dec 1, 1996

2.9 Pre-Aug 86 Member
1.9 Post-Aug 86 Member

38

Dec 1, 1997

2.1 Pre-Aug 86 Member
1.1 Post-Aug 86 Member

39

Dec 1, 1998

1.3 Pre-Aug 86 Member
0.3 Post-Aug 86 Member

40

Dec 1, 1999 (note 3)

2.4 Pre-Aug 86 Member
2.4 Post-Aug 86 Member w/o CSB
1.4 Post-Aug 86 Member w/CSB

41

Dec 1, 2000 (note 3)

3.5 Pre-Aug 86 Member
3.5 Post-Aug 86 Member w/o CSB
2.5 Post-Aug 86 Member w/CSB

42

Dec 1, 2001 (note 3)

2.6 Pre-Aug 86 Member
2.6 Post-Aug 86 Member w/o CSB
1.6 Post-Aug 86 Member w/CSB

43

Dec 1, 2002 (note 3)

1.4 Pre-Aug 86 Member
1.4 Post-Aug 86 Member w/o CSB
0.4 Post-Aug 86 Member w/CSB

44

Dec 1, 2003 (note 3)

2.1 Pre-Aug 86 Member
2.1 Post-Aug 86 Member w/o CSB
1.1 Post-Aug 86 Member w/CSB

45

Dec 1, 2004 (note 3)

2.7 Pre-Aug 86 Member
2.7 Post-Aug 86 Member w/o CSB
1.7 Post-Aug 86 Member w/CSB
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Table 8-1. Full COLA Percentage Table (Continued)
No. Date of COLA Percent
46 Dec 1, 2005 (note 3) 4.1 Pre-Aug 86 Member

4.1 Post-Aug 86 Member w/o CSB
3.1 Post-Aug 86 Member w/CSB

47 Dec 1, 2006 (note 3) 3.3 Pre-Aug 86 Member
3.3 Post-Aug 86 Member w/o CSB
2.3 Post-Aug 86 Member w/CSB

48 Dec 1, 2007 (note 3) 2.3 Pre-Aug 86 Member
2.3 Post-Aug 86 Member w/o CSB
1.3 Post-Aug 86 Member w/CSB

49 Dec 1, 2008 (note 3) 5.8 Pre-Aug 86 Member
5.8 Post-Aug 86 Member w/o CSB
4.8 Post-Aug 86 Member w/CSB

50 Dec 1, 2009 (note 3) 0.0 Pre-Aug 86 Member
0.0 Post-Aug 86 Member w/o CSB
0.0 Post-Aug 86 Member w/CSB

51 Dec 1, 2010 (note 3) 0.0 Pre-Aug 86 Member
0.0 Post-Aug 86 Member w/o CSB
0.0 Post-Aug 86 Member w/CSB

52 Dec. 1, 2011 (note 3) 3.6 Pre-Aug 86 Member
3.6 Post-Aug 86 Member w/o CSB
2.6 Post-Aug 86 Member w/CSB

53 Dec. 1, 2012 (note 3) 1.7 Pre-Aug 86 Member
1.7 Post-Aug 86 Member w/o CSB
0.7 Post-Aug 86 Member w/CSB

54 Dec. 1, 2013 (note 3) 1.5 Pre-Aug 86 Member
1.5 Post-Aug 86 Member w/o CSB
0.5 Post-Aug 86 Member w/CSB

55 Dec. 1, 2014 (note 3) 1.7 Pre-Aug 86 Member
1.7 Post-Aug 86 Member w/o CSB
0.7 Post-Aug 86 Member w/CSB

56 Dec. 1, 2015 (note 3) 0.0 Pre-Aug 86 Member
0.0 Post-Aug 86 Member w/o CSB
0.0 Post-Aug 86 Member w/CSB

57 Dec. 1, 2016 (note 3) 0.3 Pre-Aug 86 Member
0.3 Post-Aug 86 Member w/o CSB
0.3 Post-Aug 86 Member w/CSB

58 Dec. 1, 2017 (note 3) 2.0 Pre-Aug 86 Member
2.0 Post-Aug 86 Member w/o CSB
1.0 Post-Aug 86 Member w/CSB
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No. Date of COLA Percent
59 Dec 1, 2018 (note 3) 2.8 Pre-Aug 86 Member

2.8 Post-Aug 86 Member w/o CSB
1.8 Post-Aug 86 Member w/CSB

60 Dec 1, 2019 (note 3) 1.6 Pre-Aug 86 Member
1.6 Post-Aug 86 Member w/o CSB
0.6 Post-Aug 86 Member w/CSB

61 Dec 1, 2020 (note 3) 1.3 Pre-Aug 86 Member
1.3 Post-Aug 86 Member w/o CSB
0.3 Post-Aug 86 Member w/CSB

62 Dec 1, 2021 (note 3) 5.9 Pre-Aug 86 Member
5.9 Post-Aug 86 Member w/o CSB
4.9 Post-Aug 86 Member w/CSB

63 Dec 1, 2022 (note 3) 8.7 Pre-Aug 86 Member
8.7 Post-Aug 86 Member w/o CSB
7.7 Post-Aug 86 Member w/CSB

*64 Dec 1, 2023 (note 3) 3.2 Pre-Aug 86 Member
3.2 Post-Aug 86 Member w/o CSB
2.2 Post-Aug 86 Member w/CSB

*65 Dec 1, 2024 (note 3) 2.5 Pre-Aug 86 Member
2.5 Post-Aug 86 Member w/o CSB
1.5 Post-Aug 86 Member w/CSB

NOTES:

1.

Effective April 1, 1983, COLA provided a 3.3 percent or 3.9 percent adjustment for members
whose pay was computed on basic pay rates in effect before October 1, 1982. Members under
age 62 on March 1, 1983, were entitled to a 3.3 percent increase. Members who are age 62
or older on March 1, 1983, or who retired by reason of physical disability under
10 U.S.C., Chapter 61, were entitled to a 3.9 percent increase. There is no entitlement to a
partial COLA on April 1, 1983, for members whose pay was computed on the basic pay rates
effective October 1, 1982. (The CPI declined from 292.8 in September 1982 to 290.0 in
December 1982.)

See the associated COLA paragraph in section 4.0 to determine whether member’s COLA is
delayed.

Separate retired pay COLA is applicable for those who first became members of a uniformed

service on or after August 1, 1986, who elected to receive a CSB. See Volume 7A, Chapter
66 for information on CSB.
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CHAPTER 9

ADVANCEMENTS ON RETIRED LIST

1.0 GENERAL
1.1 Overview

Enlisted Service members and warrant officers who held a higher grade than their retired
grade can be advanced on the retired list. Title 10, United States Code (U.S.C.), sections 7344,
8334, and 9344 (10 U.S.C. 8§ 7344, 10 U.S.C. § 8334, and 10 U.S.C. § 9344) entitle certain retired
members who retired with less than 30 years of active service to be advanced to the highest grade
satisfactorily held when their active service plus service on the retired list totals 30 years. The
Secretary of the Military Department concerned (or designee) from which the member retired is
responsible for determining whether to advance a member on the retired list. Chapter 1 covers grade
at placement on the retired list.

1.2 Purpose

This chapter provides an overview of the requirements for advancements on the retired list
of:

1.2.1. Retired members;

1.2.2. Fleet Reservists, and Fleet Marine Corps Reservists, who are retired and whose active
service, inactive service (Navy or Marine Corps members only), and service on the retired list or in
the Fleet Reserve or Fleet Marine Corps Reserve totals 30 years; and

1.2.3. Members who are found not physically qualified for retention in the Fleet Reserve or
Fleet Marine Corps Reserve.

1.3 Authoritative Guidance

The pay policies and requirements established by DoD in this chapter are derived primarily
from, and prepared in accordance with the U.S.C., including Title 10. Due to the subject matter in
this chapter, the list of authoritative sources is extensive. The specific statutes, regulations, and
other applicable guidance that govern each individual section are listed in a reference section at
the end of the chapter.
2.0 ADVANCEMENTS
2.1  Air Force

A member of the Air Force who retires with less than 30 years of active service is entitled,

when his active service plus his service on the retired list totals 30 years, to be advanced on the
retired list to the highest grade in which the member served on active duty satisfactorily (or in the
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case of the National Guard, in which he served on full-time duty satisfactorily), as determined by the
Secretary of the Air Force. This applies to:

2.1.1. Warrant officers of the Air Force;
2.1.2. Enlisted members of the Air Force; and

2.1.3. Reserve enlisted members of the Air Force who, at the time of retirement, are serving
on active duty (or, in the case of members of the National Guard, on full-time duty).

2.2  Army

2.2.1. A member of the Army who retires with less than 30 years of service is entitled, when
his active service plus service on the retired list totals 30 years, to be advanced on the retired list to
the highest grade served on active duty satisfactorily, as determined by the Secretary of the Army.

2.2.2. The Army Grade Determination Review Board (AGDRB) reviews each case
individually to determine the highest grade served during active service satisfactorily. This is not
an automatic advancement on the retired list and applies to warrant officers of the Army; enlisted
members of the Regular Army; and Reserve enlisted members of the Army who, at the time of
retirement, were serving on active duty.

2.2.3. Members who retired prior to July 12, 2002, without a grade determination review
by the AGDRB, must apply to the AGDRB to initiate the grade determination process.
Advancements will not occur until the member reaches the 30-year mark, in accordance with
Army Requlation 15-80. If an application is submitted after the 30-year mark, then the effective
date of advancement and pay is retroactive to the date of the application to the AGDRB. This
applies to:

2.2.3.1. Warrant officers of the Army;
2.2.3.2. Enlisted members of the Regular Army; and

2.2.3.3. Reserve enlisted members of the Army, who at the time of retirement, were
serving on active duty (or, in the case of members of the National Guard, on full-time duty).

2.3 Navy and Marine Corps

2.3.1. A member of the naval service who retires with less than 30 years of active service,
or who is transferred to the Fleet Reserve or Fleet Marine Corps Reserve, is entitled to be advanced
on the retired list to the highest grade in which he served on active duty satisfactorily as determined
by the Secretary of the Navy when:

2.3.1.1. The member’s active service plus their service on the retired list; or
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2.3.1.2. The member’s service in the Fleet Reserve or the Fleet Marine Corps
Reserve totals 30 years as determined by the Secretary of the Navy.

2.3.2. This applies to:
2.3.2.1. Warrant officers of the naval service;
2.3.2.2. Enlisted members of the Regular Navy and Regular Marine Corps; and

2.3.2.3. Reserve enlisted members of the Navy and Marine Corps who, at the time
of retirement or transfer to Fleet Reserve or Fleet Marine Corps Reserve, are serving on active duty.

2.3.3. When a member of the Fleet Reserve or Fleet Marine Corps Reserve has completed
30 years of service, or when the member is found not physically qualified for retention in the Fleet
Reserve or Fleet Marine Corps Reserve, as a result of the required quadrennial (every 4 years)
physical examination under 10 U.S.C. § 8385, the member may be transferred to:

2.3.3.1. The retired list of the Regular Navy or Regular Marine Corps, if the member
was a member of the Regular Navy or Regular Marine Corps at the time of the member’s transfer to
the Fleet Reserve or Fleet Marine Corps Reserve; or

2.3.3.2. The appropriate Retired Reserve, if the member was a member of the Navy
Reserve or Marine Corps Reserve at the time of the member’s transfer to the Fleet Reserve or Fleet
Marine Corps Reserve.

3.0 EFFECTS ON PAY
3.1 Reduction in Pay Due to Advancement

There is no absolute requirement that a member of the armed forces be advanced on the
retired list. If advancement and recomputation results in a reduction of retired pay for the member
and is based solely on administrative determination, then, prior to the advancement, the member
should be consulted by the military service and advised that the member’s retired pay would be
reduced if advanced.

3.1.1. If an enlisted member is advanced on the retired list, the retired pay must be
recomputed even though a reduction of retired pay would result.

3.1.2. Warrant officers advanced on the retired list are entitled to use only years of active

service in determining the percentage multiplier used in computing retired pay for the advanced
grade.
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3.2  Computation of Retired Pay

Retired pay may be computed at the higher grade in which a member had served satisfactorily
without regard to whether the higher grade was temporary or permanent or if the Military Service in
which the member held the higher grade is not the Military Service from which the member retired.
Where required by statute, the Secretary of the Military Department (or designee) in which the
member performed service at the higher grade must provide an administrative approval confirming
the member’s satisfactory performance at the higher grade.

3.3 Extraordinary Heroism

An enlisted member who was awarded a 10 percent increase in retired pay because of
extraordinary heroism performed in the line of duty, is no longer eligible to continue receiving the
additional 10 percent upon advancement to officer rank.

3.4 Recomputation of Retired Pay

A member of the armed forces advanced on the retired list is entitled to a recomputation of
retired pay by:

3.4.1. Using the rate of monthly basic pay for the grade on the initial date of retirement or
transfer if the member first entered a Uniformed Service prior to September 8, 1980, or using the
high 36 months retired pay base if the member entered a Uniformed Service after September 7, 1980;

3.4.2. Multiplying the appropriate percentage under 10 U.S.C. § 1409 by the total number
of years of active service using whole months actually served, in excess of whole years, as 1/12 of a
year;

3.4.3. Reducing the percentage determined under subparagraph 3.4.2, in the case of a
member who first entered a uniformed service after July 31, 1986, has elected to receive a bonus
under 37 U.S.C. 8§ 354, has less than 30 years of creditable service, and is under the age of 62 at the
time of retirement by:

3.4.3.1. One percentage point for each full year that the member’s years of creditable
service are less than 30; and

3.4.3.2. One-twelfth of 1 percentage point for each month by which the member’s
years of creditable service (after counting all full years of such service) are less than a full year; and

3.4.4. Applying all applicable cost-of-living adjustments from the date of initial retirement
or transfer

40 RESTORATION OF FORMER GRADE

Each retired warrant officer, enlisted member of the Regular Army or Air Force, or enlisted
member retired from the Fleet Reserve or Fleet Marine Corps Reserve who has been advanced on
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the retired list to a higher commissioned grade, within 3 months after advancement, may apply to
the Secretary of the Military Department concerned (or designee) for restoration to the former
warrant officer or enlisted grade. If the Secretary of the Military Department concerned (or designee)
approves the request, then the member may be restored to the former warrant officer or enlisted
grade. A member so restored thereafter is considered for all purposes to be a warrant officer or an
enlisted member, as applicable.
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CHAPTER 10

CORRECTION OF RECORDS

1.0 GENERAL
11 Purpose

This chapter provides guidance on the payment of claims resulting from the correction of
military records. The Boards for Correction of Military Records are the highest level of
administrative review within the DoD with the mission to correct errors or remove injustices from
military records.

1.2 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from and prepared in accordance with the United States Code (U.S.C.), including
Title 10. Due to the subject matter in the chapter, the list of authoritative sources is extensive. The
specific statutes, regulations, and other applicable guidance that govern each individual section are
listed in a reference section at the end of the chapter.

2.0 BACKGROUND

The Secretary of a Military Department concerned may correct any military record of the
Secretary’s department when the Secretary considers it necessary to correct an error or remove an
injustice. The Secretary will establish procedures for the correction of a military record as approved
by the Secretary of Defense. The Secretary of a Military Department, acting through a panel
comprised of civilians (Board) of the executive part of that Military Department, will make such
corrections.  The responsibilities for the Correction of Records can be found under the
DoD Directive (DoDD) 1332.41, “Boards for Correction of Military Records (BCMRs) and
Discharge Review Boards (DRBs).”

2.1 Final and Conclusive

Corrections of military records are final and conclusive on all officers of the United States
except when such corrections were obtained through fraud.

2.2 Reaffirmation of Existing Facts
A reaffirmation of existing facts already in the original record does not constitute a proper
correction of that record. A proper correction and a right to the payment of money must be a result

of a change of facts from those already in the original record, or an addition or deletion of a fact. A
recounting of existing facts does not avoid the application of the statute of limitations.
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2.3 Statute of Limitations

If a payment is due as a result of a correction of record, the claim for such payment accrues
on the date of the correction. A claimant has 6 years from the date of the correction of record to
claim the payment owed as a result of the correction of record.

Example: A member of the Navy is transferred to the Fleet Reserve or the
Fleet Marine Corps Reserve on May 1, 1999, with 21 years and 3 months of service.
On January 2, 2008, his or her record is corrected to show that at the time of transfer
the member had 22 years and 3 months of service. Upon correction, the member is
entitled to additional retainer pay from the date of transfer in accordance with his or
her grade and corrected number of years of creditable service. The claim for the
additional payment begins accruing on the date of the Board’s decision
(January 2, 2008), not on May 1, 1999. The statute of limitation period starts from
the date of the record correction rather than from the date of transfer.

3.0 PAY COMPUTATION
3.1  Amounts

Payments based on a correction of military records must be made in the amounts determined
to be due by applying pertinent laws and regulations to all the material facts shown in the corrected
record. Generally, the payments resulting from the correction of military records are based on the:

3.1.1. Pay entitlement the member had before the correction;

3.1.2. Actual payments made for these entitlements; or

3.1.3. New pay entitlements that accrue as a result of the correction. For specific
computation, see Chapter 3 concerning the entitlement to and computation of retired or retainer pay,
Chapter 37 for participation in and payment of survivor annuities under the Retired Serviceman’s
Family Protection Plan (RSFPP), and/or Chapter 46 for the Survivor Benefit Plan (SBP).
3.2  Settlement

The settlement of retired pay, retainer pay, or survivor annuities due as a result of the
correction of a military record must be reduced, as applicable, by:

* 3.2.1. Pay and allowances previously received by a member for active duty military duty or
reserve duty involving the same period of time for which the member is now entitled to retired or
retainer pay given the record correction;

3.2.2. Prior payments of separation pay, readjustment pay, or disability severance pay;
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3.2.3. Prior payments of disability compensation, pensions, or Dependency and Indemnity
Compensation made by the Department of Veterans Affairs (DVA);

3.2.4. Federal income tax;
3.2.5. Cost of participation in the RSFPP and/or SBP;

3.2.6. Dual compensation, if a retired Regular officer was employed by the United States
Government prior to October 1, 1999; or

3.2.7. Prior payments of the mother’s benefit received from Social Security and the amount
of the spouse’s Social Security entitlement, if any, resulting from the retiree’s active military service.

3.3  Deductions From Pay and Allowance

Earnings received from civilian employment, self-employment, or any income protection
plan (including unemployment insurance) for such employment during any period for which active
duty pay and allowances are payable will be deducted from the settlement. To the extent authorized
by law and regulation, amounts found due must be reduced by the amount of any existing
indebtedness to the government arising from military service.
3.4 Demand for Payment

When payment cannot be made to the member because of member’s death, payment may be
made to member’s legal representative. In the absence of a demand for payment by the legal
representative, payments are made:

3.4.1. To the surviving spouse, heir, or beneficiaries, in the order prescribed by the law
applicable to that kind of payment; or

3.4.2. Inthe order of precedence in Chapter 30, subparagraph 2.4.1.
3.5  Claimants Acceptance

A claimant’s acceptance of settlement fully satisfies the claim concerned. Settlement of this
claim does not preclude payment of a separate and distinct claim and acceptance of settlement does
not preclude computation and adjustment when there is a mutual mistake. Payments are not
authorized for any claim compensated by private law before October 25, 1951.

40 TAXADJUSTMENT

See Chapter 24, section 10.0.
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5.0 APPROPRIATION CHARGES

Any amounts of retired pay, retainer pay, combat related special compensation, concurrent
military retirement pay and DVA disability compensation, and SBP annuities that are due in the
future as a result of the correction are charged to the DoD Military Retirement Fund. Any other
amounts due and payable for past periods as a result of the correction (for a time period before the
date of approval by the Secretary of the Military Department) are paid utilizing an applicable
appropriation.

6.0 RESTRICTIONS
No payment resulting from a correction of records may be made for a benefit to which the

claimant might later become entitled under the laws and regulations administered by the Secretary
of Veterans Affairs.
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CHAPTER 11

REMOVAL FROM THE TEMPORARY DISABILITY RETIRED LIST (TDRL)

1.0 GENERAL
11 Purpose

The purpose of this chapter is to provide information and guidance for the Secretary
concerned and members who are on the TDRL or become eligible for placement on the TDRL
because of physical disability in accordance with Title 10, United States Code (U.S.C.),
Chapter 61. A Service member may be placed on the TDRL when the member meets the
requirements for permanent disability retirement, except that the member's disability is not
determined to be stable. A disability must be determined to be stable when the preponderance of
medical evidence indicates the severity of the condition will probably not change. A determination
on whether a disability is stable must occur within 5 years of the member being placed on the
TDRL prior to January 1, 2017, or within 3 years for members placed on the TDRL on or after
January 1, 2017. TDRL must be managed to meet the requirements under 10 U.S.C., Chapter 61
for periodic physical examination, suspension of retired pay, and prompt removal from the TDRL.

1.2 Authoritative Guidance

The pay policies and requirements established by Department of Defense (DoD) in this
chapter are derived primarily from, and prepared in accordance with Title 10 of the U.S.C. Due
to the subject matter in this chapter, the list of authoritative sources is extensive. The specific
statutes, regulations, and other applicable guidance that govern each individual section are listed
in a reference section at the end of the chapter.

20 TDRL
2.1  Placement on the TDRL

If the Secretary concerned determines that a member is unfit to perform the duties of his or
her office, grade, rank, or rating because of physical disability that would qualify for disability
retirement, except that the member’s disability is not determined to be stable, the member may be
placed on the TDRL. For retired pay computations, see Chapter 3.
2.2 Members Eligible to be Placed on the TDRL

The following members are eligible upon determination by the Secretary concerned for
placement on the TDRL.:
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2.2.1. A member of a regular component of the Armed Forces entitled to basic pay;

2.2.2. Any other member of the Armed Forces entitled to basic pay who has been called
or ordered to active duty (other than for training under 10 U.S.C., section 10148(a)) for a period
of more than 30 days; or

2.2.3. Any other member of the Armed Forces who is on active duty but is not entitled to
basic pay by reason of 37 U.S.C. 8§ 502(b) due to authorized absence to participate in an educational
program, or for an emergency purpose, as determined by the Secretary concerned.

2.3 Requirements While on the TDRL

A member may be placed on the TDRL upon a determination by the Secretary concerned
that the member meets the requirements for permanent disability retirement, except that the
member’s disability is not determined to be stable. The following requirements under
10 U.S.C. 81210 must be met by the member and/or the Secretary of the Military Department
concerned (or designee), as applicable, in maintaining the TDRL.

2.3.1. A member on the TDRL must be given a physical examination at least once every
18 months to determine whether there has been a change in the disability, for which the member
was temporarily retired.

2.3.2. The maximum period a member may be carried on the TDRL is:

2.3.2.1. Five years after the date the member’s name was placed on the TDRL, if
the member was placed on the TDRL prior to January 1, 2017; or

2.3.2.2. Three years after the date the member was placed on the TDRL, if the
member was placed on the TDRL on or after January 1, 2017.

2.3.3. The Secretary of the Military Department concerned (or designee) may make a final
determination as to the member’s disability after a periodic physical examination and will make a
final determination no later than the expiration date of the member’s eligibility to be on the TDRL.
If, at the time of that determination, the physical disability for which the member's name was
carried on the TDRL still exists, it is considered to be of a permanent nature and stable.

3.0 TERMINATION DATE OF TEMPORARY DISABILITY RETIRED PAY
3.1  Final Determination by the Secretary of the Military Department Concerned

The Secretary concerned makes a final determination that a member on the TDRL is either
fit for duty or unfit for duty. A qualified member found fit for duty may be returned to active duty,
appointed, reappointed, enlisted or reenlisted in a reserve component, transferred to the inactive

reserve, or transferred to the Fleet Reserve or the Fleet Marine Corps Reserve. If the member
declines these options and is otherwise eligible, he or she may be retired or discharged without
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disability. A qualified member found unfit for duty will be separated with either a disability
severance or transferred to the Permanent Disability Retired List (PDRL).

3.2  Termination of Disability Retired Pay

Unless immediately transferred to the PDRL, the disability retired pay of a member
terminates on the earlier of the following:

3.2.1. The date of recall to active duty;
3.2.2. The date of resumption of status in Fleet Reserve or Fleet Marine Corps Reserve;

3.2.3. The date of appointment, reappointment, enlistment, or reenlistment in the reserve
forces, including the inactive reserve;

3.2.4. The date of discharge, if a qualified member declines any offer in subparagraphs 3.2.1
through 3.2.3;

3.2.5. The date a member’s disability is determined to be less than 30 percent, if the member
will be separated for physical disability;

3.2.6. Any date specified by the Secretary concerned in the event the member fails to report
for a periodic physical examination; or

3.2.7. If amember is not otherwise removed from the TDRL for any of the reasons stated in
subparagraphs 3.2.1 through 3.2.6, the member’s disability retired pay will terminate upon expiration
of:

3.2.7.1. The 5-year period after the date the member was placed on the TDRL, if the
member was placed on the TDRL prior to January 1, 2017, or

3.2.7.2. The 3-year period after the date the member was placed on the TDRL, if the
member was placed on the TDRL on or after January 1, 2017.

3.3 Notification to Department of Veterans Affairs (VA)

If a total or partial VA waiver of retired pay is in effect on the date of the retiree’s discharge
from the TDRL, Defense Finance and Accounting Service, Cleveland (DFAS-CL) must notify the
appropriate VA office of the effective date of discharge. The notification, if applicable, should
include the amount of Disability Severance Pay (DSP) entitlement, and whether the disability
resulting in that pay incurred in the line of duty in a combat zone or from performance of duty in
combat-related operations. When available, DFAS-CL will also provide the VA with the DoD
assigned disability codes for which the DSP was paid.
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40 FOUND FIT FOR DUTY
4.1  Determined to be Physically Fit for Duty

If, as a result of the physical examination or determination by the Secretary of the Military
Department concerned (or designee), as referenced in section 2.0, it is determined that the member
is physically fit to perform the duties of the office, grade, rank, or rating, the member will be removed
from the TDRL. See Table 11-1.

4.2  Available Options for Member Found Fit for Duty

Any member removed from the TDRL may, with his or her consent, be recalled to active
duty, appointed, reappointed, enlisted, or reenlisted; resume status in the Fleet Reserve or Fleet
Marine Corps Reserve; or be placed on the non-disability retired list, if eligible. A member found
fit for duty, who does not consent to recall, appointment, reappointment, enlistment, reenlistment,
resumption of status, or placement on a retired list, must be discharged without disability as soon
as practicable.

50 FOUND UNFIT FOR DUTY
5.1  Determined to be Physically Unfit for Duty

If it is established by the physical examination or determination by the Secretary of the
Military Department concerned that the member is physically unfit to perform the duties of the
office, grade, rank, or rating, and that the disability is of a permanent nature, the member will be
removed from the TDRL (referenced in section 3.0). Except for members approved for permanent
limited duty, a member who is found to be unfit will be retired, if eligible for retirement, or if not
eligible for retirement, separated. DSP is described in Volume 7A, Chapter 35. See Table 11-1.

*5.2  Physical Disability of at Least 30 Percent

If the member’s physical disability is determined to be at least 30 percent under the standard
schedule of rating disabilities in use by the VA at the time of the determination, the member may be
removed from the TDRL and will be retired by reason of permanent physical disability, pursuant
to 10 U.S.C. 8§ 1201 or 10 U.S.C. 8§ 1204 with retired pay computed under 10 U.S.C. 8 1401. See
Table 11-1, Rule 3.

*5.3  Physical Disability Less Than 30 Percent and at Least 20 Years of Service

If the member’s physical disability is determined to be less than 30 percent under the
standard schedule of rating disabilities in use by the VA at the time of the determination, and the
member has at least 20 years of service, the member may be removed from the TDRL and will be
retired by reason of permanent physical disability, pursuant to 10 U.S.C. 81201 or
10 U.S.C. § 1204, with retired pay computed under 10 U.S.C. 8 1401. See Table 11-1, Rule 2.
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*5.4  Physical Disability Less Than 30 Percent and Less Than 20 Years of Service

If the member’s physical disability is determined to be less than 30 percent under the standard
schedule of rating disabilities in use by the VA at the time of the determination, and the member has
less than 20 years of service, the member may be separated by reason of permanent physical
disability with DSP. See Table 11-1, Rule 1.

6.0 DISABILITY SEVERANCE PAY (DSP)
6.1 DSP

A member removed from the TDRL under subparagraph 5.4 may be separated with DSP as
described in Volume 7A, Chapter 35.

6.2  Service Requirement for DSP

There is no minimum amount of service time required to be eligible for DSP. The maximum
number of years of service for computing the DSP will be 19 years. The minimum number of
years for computation purposes will be:

6.2.1. Six years in the case of a member separated from the Armed Forces for a disability
incurred in the line of duty in a combat zone (as designated by the Secretary of Defense) or incurred
during the performance of duty in combat-related operations as designated by the Secretary of
Defense; or

6.2.2. Three years in the case of any other member.
6.3  Tax Requirement

To determine the taxability of the DSP, see Volume 7A, Chapter 35.
6.4 DSP and VA Disability Compensation

The amount of DSP received under 10 U.S.C. § 1212 may be subject to recoupment by the
VA. The member should contact the applicable VA office for more information. Effective
January 28, 2008 and later, no deduction is made in the case of DSP received by a member for a
disability incurred in the line of duty in a combat zone or incurred during performance of duty in
combat-related operations as designated by the Secretary of Defense. No deduction is made from
any death compensation to which the former member’s dependents become entitled after the
member’s death.
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*6.5 Subsequent Entitlement to Retired Pay

DSP will be recouped or collected as a debt subsequent to the entitlement of military retired
pay as follows:

6.5.1. In the event a member is separated due to physical disability and is paid DSP, and
then subsequently becomes entitled to military retired or retainer pay under Chapters 71, 741, 841,
941, 1223 of Title 10 or any other provision of law, each payment of retired or retainer pay is
subject to recoupment until the total amount recouped is equal to the total amount of DSP. See
Chapter 4, Paragraph 6.2.

6.5.2. In the event a member is separated due to physical disability and is paid DSP, and
then subsequently becomes entitled to military retired or retainer pay due to a change to his military
record to show that he was retired rather than separated, the payment of DSP becomes erroneous
and subject to collection as a debt. The full amount of the member's debt will be deducted from
any retroactive retired pay entitlements that become due as a result of the retirement. The debt is
subject to consideration for waiver under 10 U.S.C. § 2774. See Chapter 4, Paragraph 6.3.
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mrCX

If the member’s disability

the member may be

and is entitled to

is less than 30 percent and
member has less than 20 years
of service as determined by
10 U.S.C. § 1208

discharged under
10 U.S.C 81203 or
10 U.S.C. §1206

disability severance pay
computed under 10 U.S.C. § 1212
and Volume 7A, Chapter 35.

is less than 30 percent and
member has at least 20 years
of service

removed from the TDRL and
retired under 10 U.S.C. § 1201 or
10 U.S.C. § 1204

retired pay computed under

10 U.S.C. § 1401 and Chapter 3.
The TDRL entitlement terminates
on date of removal and transfer to
PDRL (Notes 1 and 2).

is 30 percent or more

removed from the TDRL and
retired under 10 U.S.C. § 1201 or
10 U.S.C. § 1204

retired pay computed under

10 U.S.C. § 1401 and Chapter 3.
The TDRL entitlement terminates
on date of removal and transfer to
PDRL (Notes 1 and 2).

no longer exists and member is
found fit for duty and is a
member of the Army or Air
Force (Note 3)

with his or her consent, recalled
to active duty, appointed,
reappointed, enlisted, or
reenlisted

termination of disability retired
pay, computed under

10 U.S.C § 1401 and Volume 7A,
Chapter 35, on the date of
appointment, reappointment,
enlistment, reenlistment, or
resumption of duties or status
(Notes 1 and 2).

no longer exists and member is
found fit for duty and is a
member of the Navy, Marine
Corps, or Coast Guard

(Note 3)

with his or her consent, recalled
to active duty, appointed,
reappointed, enlisted, or
reenlisted, or resume status in the
Fleet Reserve or Fleet Marine
Corps Reserve

termination of disability retired
pay, computed under

10 U.S.C § 1401 and Volume 7A,
Chapter 35, on the date of
appointment, reappointment,
enlistment, reenlistment, or
resumption of duties or status
(Notes 1 and 2).

no longer exists and member is
found fit for duty (Note 3)

discharged without disability
severance pay if member does not
consent to be recalled, appointed,
reappointed, enlisted, or
reenlisted

no retired pay after effective date
of separation under

10 U.S.C. § 1203 or

10 U.S.C. § 1206 (Note 3).

Notes:

1. The date the member completes 5 years on the TDRL supersedes this effective date. See subparagraph 2.3.2.1.
2. Effective January 1, 2017, this is the date the member completes 3 years if placed on the TDRL. See subparagraph

2.3.2.2.

3. If the member is fit, there is no disability percentage. See 10 U.S.C. § 1210(f).
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CHAPTER 12

WAIVER OF RETIRED PAY

1.0 GENERAL
11 Purpose

This chapter provides guidance for the waiver of retired pay. It includes the member’s
rights to retired pay, explains the exception provisions as authorized by law to waive retired pay
and the impact of Veterans benefits on retired pay.

1.1.1. Retired pay is a statutory right and, as such, cannot be waived except as authorized
by law. The following statutes and regulations authorize a member to waive entitlement to retired

pay:

1.1.1.1. Title 38, United States Code, section 5305 (38 U.S.C. § 5305) permits a
member to waive military retired pay in order to receive compensation or pension from the
Department of Veterans Affairs (VA).

1.1.1.2. Title 5, Code of Federal Regulations (CFR), section 831.301,
5U.S.C. §8332(c), and 5 U.S.C. 8 8411, permit a member to include creditable military service
in computing a civil service retirement annuity.

1.1.2. Generally, a member may not waive his or her right to retired pay. See
subparagraphs 1.1.1.1 and 1.1.1.2 for exceptions. Even if retired pay is not being sent to a member
on a monthly basis (for example, the member’s whereabouts are unknown), the retired pay
continues to accrue. Since, for income tax purposes, such retired pay is deemed to have been
constructively received by the member once it is made available and can be drawn upon, it is
subject to the tax withholding and reporting requirements of ordinary wages.

1.1.3. VA benefits are nontaxable income for federal, state, and local income taxation. See
Chapter 24 for computation of taxable pay and Chapter 25 for federal income tax withholding.

1.1.4. VA benefits may exceed the retired pay entitlement.
1.2 Authoritative Guidance

The pay policies and requirements established by the DoD in this chapter are derived
primarily from, and prepared in accordance with the U.S.C., including Titles 5, 10, 22, 31, 37, and
38. Due to the subject matter in this chapter, the list of authoritative sources is extensive. The

specific statutes, regulations, and other applicable guidance that govern each individual section are
listed in a reference section at the end of the chapter.
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2.0 DEPARTMENT OF VETERANS AFFAIRS (VA) BENEFITS
2.1 Dual Benefits

In general, a retiree receiving retired pay who is also eligible to receive disability
compensation/pension from the VA is barred from receiving concurrent payments of both retired
pay and the VA benefit, unless the member elects to waive the portion of retired pay that is equal
to the amount of the VA benefit awarded. However, effective January 1, 2004, pursuant to Public
Law 108-136, section 641 (e), November 24, 2003, codified at 10 U.S.C. § 1414, certain retirees
may receive both retired pay and the VA disability compensation concurrently. See Chapter 64
for additional information on concurrent receipt of both retired pay and VA disability
compensation.

2.2 Improved VA Pension

A retiree receiving retired pay who also is eligible to receive an improved VA pension from
the VA is not required to waive any retired pay, effective October 1, 1980.

2.3 Initial Award of VA Disability Compensation

A. The time frame for processing the initial waiver of military retired pay in
favor of an initial award of VA disability compensation is in accordance with agreements set forth
in the “Memorandum of Understanding (MOU) between the Department of Veterans Affairs (VA)
and the Defense Finance and Accounting Service (DFAS) — Cleveland” for Retired Pay and
Survivor Annuities, hereinafter referred to as “MOU”.

B. Responsibility between the DFAS and the VA for recouping overpayments
IS in accordance with the MOU.

C. The Dual Compensation Act, 5 U.S.C. 8 5532, which required a reduction
in retired pay for military retirees employed in civil service positions, was repealed effective
October 1, 1999. Prior to the repeal, when a regular retired officer employed by the Federal
Government or instrumentality thereof waived his or her retired pay in lieu of VA benefits during
the period of a retroactive initial award of VA benefits, all amounts classified as retired pay were
subject to reduction under the dual compensation formula. Disability compensation payable by the
VA is not retired pay. Payments equal to the VA compensation entitlement, and received after the
effective date of the waiver, are classified as disability compensation and have never been subject
to reduction under the Dual Compensation Act. If a member executes a retroactive waiver of retired
pay for a period prior to October 1, 1999, then the DFAS Cleveland site must recompute any dual
compensation reduction as of the retroactive effective date of the waiver. The member must
authorize the VA in writing to pay any additional compensation due after deducting any retired
pay overpayment. The VA will forward new pay data to the DFAS Cleveland site in accordance
with the MOU.
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2.4  Change in VA Disability Compensation Awards
2.4.1. For increased or reduced awards, or a statutory increase, see the MOU.

2.4.2. If a retiree is receiving Federal Employee Compensation Act benefits and is
receiving VA benefits, the member will continue to receive both benefits unless the benefits are
payable for the same injury.

25 Withdrawal of Wa