
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 7, 2001                       27.5%

· January 1, 2002                      27.0%

· May 27, 2003                          25.0%

· January 1, 2005                      27.0%

· January 1, 2006                      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.


