Compensation Offsets- Readjustment, Separation and Severance Pay

Tool


	RECOUPMENT OF READJUSTMENT PAY

	Rule
	If a member was
	And was discharged
	Before 9/15/81
	On or after 9/15/81
	Note

	10 USC 687


	Reserve officer 
	Involuntarily, 

at least 5 yrs active service, 

did not qualify for retirement
	75% of amount 

 entitlement to VA Comp   
	pre-tax prior to 9/30/96

on or after 10/01/96 post-tax 
	Recoupment of VA compensation is always required

	10 USC

3814a


	Regular Officer

below the grade of Major
	Involuntary,

at least 5 years of continuous active

service, 

reduction in force 


	No recoupment 
	 pre-tax 

(on or after 10/01/96  post-tax )
	date of entitlement to VA comp determines if  recoupment required 

(Note 1)


	RECOUPMENT OF SEPARATION PAY

	Rule
	If a member was
	And was discharged
	Payment Description
	Recoup and Withholding Benefits
	Note



	Section 4418 of Public Law 102-484 (RISP)
	Reservist
	involuntarily from  Selected Reserve because their units are being deactivated
	Lump-sum separation pay
	recoup the amount of RISP received, provided VA compensation is for a disability incurred in or aggravated by service prior to the date of receipt of RISP


	For award purposes, treat RISP as separation pay.


	RECOUPMENT OF SEPARATION PAY (cont)



	Rule
	If a member was
	And was discharged
	Payment Description
	Recoup and Withholding Benefits
	Note



	Section 4416 of Public Law 102-484 (RSSP)
	Reservist
	involuntarily from the Selected Reserve because their units are being deactivated
	Reduced annuity that is paid for 5 yrs or until the Veteran reaches age 60
	not required  to recoup the 

amount of RSSP received


	Under VAOPGCPREC 9-96 General Counsel held the decision regarding offsetting RISP and RSSP 

	10 USC 1174

Separation Pay (replaced readjustment pay effective 9/15/81)
	Regular and Reserve Officer
	Involuntary,

 completing at least 5 yrs of active duty, but do not qualify for retirement
	The date the separation pay was paid by the military determines the amount to be withheld
	pre-tax amount paid before 10/01/96

 post-tax amount  paid on or after 10/01/96
	The receipt of separation pay does not affect payment of disability compensation based on a subsequent period of service

	10 USC 1174

Separation Pay
 (replaced readjustment pay effective 9/15/81)
	Regular Enlisted members
	Involuntary 

completing at least 6 yrs of active duty, but do not qualify for retirement
	The date the separation pay was paid by the military determines the amount to be withheld
	Pre-tax amount before 10/01/96 or Post-tax amount on or after 10/01/96
	The receipt of separation pay does not affect payment of disability compensation based on a subsequent period of service


	RECOUPMENT OF SEPARATION PAY (cont)



	Rule
	If a member was
	And was discharged
	Payment description
	Recoup and Withholding Benefits
	Notes

	10 USC 1174a

SSB

 (enacted 12/05/91, added SSB)
	Service members 

(Facilitate the downsizing of the armed forces, involuntary separation or denial of reenlistment to separate voluntarily)
	no more than 6 yrs but fewer than 20 yrs as of 12/05/91 and at least 5yrs of continuous active service immediately before separation. Agree to service on the ready Reserve and separate on or before 9/30/95 
	lump-sum equal to 15% of his/her annual basic pay x by yrs of active service.
	Withhold the amount of post-tax (net amount) received, regardless of when SSB was received and withhold all VA compensation
	Public Law 105-178 provides after-tax recovery paid on or after December 5, 1991 

	10 USC 1175 

VSI

(enacted 12/05/91 added VSI

(Service Member can elect either program)
	Service members, 

(Facilitate the downsizing of the armed forces, involuntary separation or denial of reenlistment to separate voluntarily)
	no more than 6 yrs but fewer than 20 yrs as of 12/05/91 and at least 5yrs of continuous active service immediately before separation. Agree to service on the ready Reserve and separate on or before 9/30/95
	Paid annual installments equal to 25% of his /her basic pay x yrs of service.
	DOD responsible for all offsets  Veteran entitled to full  compensation benefits.
	VA does not implement any special procedures, such as using a special law (SL) code or notify DoD, when processing VSI/compensation cases.

	RECOUPMENT OF SEVERANCE PAY 


	Rule
	If a member was
	And was discharged
	Payment description
	Recoup and Withholding Benefits
	Note

	Section 653 of Public Law 104-201

Disability Severance Pay

(issued on or before September 30, 1996) 


	Service member
	 for the same disability as those found to be service-connected  
	Lump-sum severance pay
	Discharged  on or before September 30, 1996, total amount of  severance pay (including any amount for dependents).
	the pre-tax amount of disability severance pay.

(Note 2)



	Section 653 of Public Law 104-201

Disability Severance Pay

(issued on or after September 30, 1996) 


	Service member
	for the same  disability(ies)  found to be service-connected  
	Lump-sum severance pay
	Discharged after September 30, 1996, recoup Post tax amount 
	the post-tax amount of disability severance pay.

(Note 3)


	RECOUPMENT OF SEVERANCE PAY (cont)

	10 USC 359, 360, 859, and 860

Non-Disability Severance Pay

(the severance pay is issued on or before September 30, 1996) 


	Commissioned and warrant officers
	Involuntary discharged from active duty under certain conditions
	the effective date of entitlement to VA compensation is on or after September 15, 1981 


	Non-disability severance pay is subject to recoupment at the 100 percent rate if entitlement to VA compensation 
	the pre-tax amount of severance pay


Note 1: VA shall recoup the amount of readjustment pay received by the Veteran after withholding for Federal income tax.  This withholding should be calculated using the flat tax rate.  The appropriate dates and rates are:

· October 1, 1996                      28%

· August 6, 2001                       27.5%

· January 1, 2002                      27.0%

· June 23, 2003                         25.0%.  

Examples:   Vet receives $31,000 Separation/Severance on September 24, 1996.  VA is required to recoup $31,000 (GROSS) before full benefits are received.

Vet receives $31,000 Separation/Severance on October 5, 1996.  VA is required to recoup only the amount received after taxes are removed, before full benefits are received  (28%……$22,320).    

For payments received prior to October 1, 1996, recoup the pretax amount.

Note 2:  The Physical Evaluation Report (PEB) report shows the disabilities for which disability severance pay was received.

Note 3: Fast Letter 08-15,Section 1646.  This section provides that disability severance pay will not be recouped from VA disability compensation for those Veterans awarded disability severance pay for disabilities incurred in a combat zone or during performance of duty in combat-related operations as designated by DoD, effective January 28, 2008,and apply to members of the Armed Forces separated under 10 U.S.C. chapter 61, on or after that date.

Will be identified by the insertion of a Separation Program Designator (SPD) code in block 28 (Narrative Reason for Separation) on the DD214 of either

· JFI, Disability, Severance Pay, Combat Related or

· JEA, Disability, Severance Pay, Combat Related (Enhanced)
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