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CHAPTER 4: DOD AND VA DISABILITY
COMPENSATION
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Introduction

Both the Department of Defense (DoD) and the Department of Veterans Affairs
(VA) have disability compensation programs that provide payments to service members
who were injured, or whose medical conditions were aggravated, as a result of their mil-
itary service. The programs include the DoD’s severance pay and disability retirement
pay and the VA’s disability compensation and disability pension. Whether or not a serv-
ice member receives payments under these compensation programs and how much he
or she receives generally depend on his or her disability rating (either the rating con-
ferred by the PEB or the VA, depending on the compensation program), years of service
and, in some instances, his or her base pay. Disabled service members generally will
receive disability compensation from the VA, but some may be eligible to receive pay-
ments from the DoD as well.

This chapter outlines only the DoD and VA disability compensation programs that may
be available to a disabled service member. Other financial assistance programs that may
be available to service members are discussed in Chapter 1, Immediate Concerns and
Chapter 7, Miscellaneous Federal Benefits. In all cases, service members are encouraged to
contact DoD and VA representatives in order to obtain in-depth and more personalized
information regarding each program.

This chapter should be read in conjunction with Chapter 10, Legal Assistance, which
addresses the process for obtaining assistance for claiming VA benefits and the appeals
process when a veteran desires to request the reconsideration of a VA benefits
determination. In addition, chapter 10 provides information on organizations that can
help educate service members and veterans on benefits and, under certain
circumstances, may be permitted to represent an individual in front of the VA.

Reserve component service members must apply for the MRP and ADME programs by
submitting an MRP or ADME packet to their respective branch of service.

Severance Pay and Disability Retirement Pay

When is a service member eligible for DoD disability compensation?

As a preliminary matter, a service member will be eligible for DoD disability
compensation — severance pay or disability retirement pay — only following a determination
that the service member is unfit for duty and assigned a disability rating by a PEB. On
occasion, a service member may have a scheduled separation date (e.g., end-of-service
contract, administrative separation, voluntary retirement) that occurs prior to a fitness-



for-duty determination by a PEB. (Service members generally will not be separated
while awaiting an MEB/ PEB.) In such a situation, the service member’s separation will
be subject to a “presumption of fitness,” which means that the separation is presumed to
occur not as a result of a medical condition, even though the service member may
actually be separated after an “unfit for duty” determination by a PEB. This presumption
of fitness is not the same as a finding of fitness, but it does mean that the service member
would not be entitled to DoD disability compensation unless the service member can
show that that military service was in fact interrupted because of the medical condition.

What types of DoD disability compensation are generally available?

Disabled service members separated from the military as a result of their disability are
entitled to either severance pay or disability retirement pay, depending on factors such
as the disability rating assigned by the PEB and the number of years of qualifying
military service the individual has as of the date of separation.

What is severance pay and when will a service member be entitled to
receive it?

Severance pay is a lump-sum, one-time payment that is calculated on the basis of the
service member’s base pay and number of years of service. A service member who is
found unfit to continue in the military, but who has a disability rating of less than 30%
and less than 20 years of military service, is entitled to severance pay (but no disability
retirement pay).

How is severance pay calculated?
Severance pay is calculated as follows:
Monthly base pay x 2x  years of service (up to a maximum of 12 years).

In applying this formula, six months or more of service is rounded up to the next whole
year. When determining severance pay, the service member’s disability rating is not
relevant — there is no difference between a 0%, a 10%, or a 20% disability rating,

For example, suppose a service member has served for 7.5 years before being separated
from the military. If the service member is entitled to severance pay, and his or her
monthly base pay was $3,000, the payment would be equal to $48,000 ($3,000 x 2 x 8
years (rounded up because of six months)).

What is disability retirement pay, and when is a service member entitled to
receive it?

Disability retirement pay is the monthly compensation paid under certain circumstances
by the DoD to a service member following separation. A service member will be entitled
to disability retirement pay when he or she is separated from military service and placed
on either the Permanent Disability Retirement List (PDRL) or Temporary Disability
Retirement List (TDRL). Whether a service member is placed on the PDRL or TDRL
will determine the amount of disability retirement pay he or she receives. Service
members placed on the PDRL will receive disability retirement pay for life. However,
there are no spouse or survivor benefits upon the service member’s death unless the
service member elects to participate in the Survivor Benefit Plan.
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When will a service member be placed on the PDRL? When will a service
member be placed on the TDRL?

A service member will be placed on the PDRL if the service member is found unfit by a
PEB and either receives a disability rating of 30% or more or the service member has at
least 20 years of military service on the date of separation. If the service member has less
than 20 years of military service, the disability must have occurred in the line of duty or
the service member must have at least eight years of service to be placed on the PDRL.

If the service member is found unfit, but the medical condition is unstable such that any
disability rating assignment may be premature (because the disability may improve or
worsen over time), the service member will be assigned to the TDRL for up to five years.
A service member who is placed on the TDRL must undergo periodic medical
reexaminations (at least once every 18 months) to determine whether the disability has
stabilized. If the disability stabilizes or the disability does not stabilize within five years,
the service member will go before a PEB and be found either fit and thus provided the
opportunity to return to duty or unfit and separated from the military. If the disability is
rated at least 30% at that time and the service member otherwise qualifies, he or she will
be placed on the PDRL. If the service member is found fit but does not consent to
return to duty, the service member will be separated without pay.

How is disability retirement pay calculated for a service member placed on
the PDRL?

A service member placed on the PDRL will receive disability retirement pay in the
amount of the service member’s retired base pay multiplied by the greater of either:

Disability Rating Percentage
or
2.5% x number of years of service

For example, suppose a service member’s monthly retired base pay is $5,000. In one
case, the service member has a disability rating of 40% and has served S years. His dis-
ability retirement pay will be $2,000 ($5,000 x 0.40), where the disability rating (40%)
is used because it is greater than 12.5% (2.5% x S years). In another case, the service
member has a disability rating of 40%, but he has served 18 years. Now, 45% (2.5% x 18
years) is greater than the disability rating of 40%, and it will be used in calculating dis-
ability retirement pay. His disability retirement pay will be $2,250 ($5,000 x 0.45).

Generally, the service member’s retired base pay is the average of the highest 36 months
of the service member’s basic pay. For service members who entered the military prior
to September 8, 1980, retired base pay is typically the monthly basic pay the service
member was entitled to on the day before retirement.

The National Defense Authorization Act (NDAA) provided, however, that members
with a disability rating of 50% or more and 20 or more years of service will receive
disability compensation over and above their retirement payments. The increased
disability compensation is phased-in over a 10-year period. The phase-in is known as
Concurrent Retirement and Disability Pay (CRDP) and is discussed in greater detail in
the section titled “Concurrent Receipt Payments” below.
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How is disability retirement pay calculated for a service member placed on
the TDRL?

Disability retirement pay for service members on the TDRL is calculated in the same
manner as for service members on the PDRL. However, a service member on the TDRL
will receive no less than 50% of his or her retired base pay.

Do the years spent on the TDRL count toward establishing nondisability
retirement eligibility?

No. Years of service on the TDRL are not credited toward nondisability retirement.
However, any years spent on the TDRL are credited for computing basic pay levels.

Is a service member’s eligibility for other benefits affected by being placed on
the TDRL?

Yes. During temporary disability retirement, a service member is treated the same as a
regular military retiree. As such, the service member is no longer eligible for certain
types of benefits available to active duty service members such as housing allowances
and similar benefits.

Are there circumstances under which a disabled service member can be
separated from service without severance pay?

Yes. If a disability is determined to be the result of intentional misconduct or willful
neglect or incurred during a period of unauthorized absence, the service member is not
eligible to receive a severance payment.

VA Disability Benefits

The VA pays disability compensation to veterans who become disabled while serving in
the armed forces or whose preservice ailments are made worse by such service. As is
often the case, the same disability that entitles the service member to monthly disability
retirement payments or a lump-sum severance payment from the DoD also entitles
service members to monthly VA disability compensation.

VA’s disability compensation is paid monthly and is calculated on the basis of the
service member’s VA disability rating — rank and years of service do not factor into the
VA disability compensation calculation. VA disability payments do vary, however, based
on the degree of a service member’s disability and the number of dependents he or she has.

The VA’s disability rating is entirely separate from the DoD’s. While the PEB and
MEB make a determination on the service member’s medical condition and ability to
continue to serve based on a service member’s particular injury, the VA disability rating
takes into account all the service member’s disabilities and medical conditions to arrive
at a combined disability rating.

Service members with at least a 10% combined disability rating are eligible to receive VA
disability compensation payments.

The VA also provides a needs-based disability pension if the service member is a wartime
veteran with limited income, who is no longer able to work and is aged 65 or older.

To apply for VA benefit
programs online, go to

www.vabenefits.vba.va.gov/
vonapp/main.asp. Printed
versions of all forms may be
found at www.vba.va.gov
/vaforms/. In addition, VA
Regional Office representatives

are available to assist over the
phone at(800) 827-1000;
additional information is
available athttp://www.vba.
va.gov/bln/21/Benefits/.
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Veterans may access their
military records online by

going to www.archives.gov/
veterans/evetrecs/index.htm

For more detailed information
aboutthis and other VA benefit

programs go towww.vba.va.

gov/benefit facts/index.htm.

To speak with a VA representa-

tive about VA benefit programs
call (800) 827-1000.
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How does a disabled service member qualify for VA disability compensation
benefits?

In order to be eligible for VA benefits generally, and VA disability compensation
specifically, a claimant must be a veteran, defined by the VA as “a person who served in
the active military, naval, or air service, and who was discharged or released therefrom
under conditions other than dishonorable.” The VA uses a claimant’s military service
records to determine a claimant’s “veteran” status. Generally, the VA requires
documentation of the service member’s length, time and character of service, such as a
Form DD-214, Certificate of Release, or Discharge from Active Duty.

For a Reserve Component service member the requirement of service “in the active
military, naval or air service” is met if he or she was disabled from an injury that occurred
in the line of duty during a period of active duty or training.

Having met the service and discharge requirements, to receive VA disability compensation
the veteran must demonstrate three elements: (1) a medical diagnosis of the current
disability; (2) medical evidence, or in some cases lay evidence, of an in-service injury;
and (3) a link between the in-service injury (or aggravation of a preexisting condition)
and the current disability.

What is the difference between VA disability compensation and a VA
disability pension?

Disability compensation provides a monthly benefit to the service member if he or she
has a combined disability rating of at least 10% as a result of his or her military service.
The amount of the benefit varies based on the severity of the disability.

A disability pension, on the other hand, is a needs-based program that is only available
to wartime veterans meeting certain income requirements who are 65 years old or older
or considered to be permanently disabled from a disability that is not service-related.
The amount paid under the VA disability pension program varies based on level of need.

A veteran cannot receive both disability compensation and disability pension simultaneously.

Are there differences between DoD disability payments and VA
disability payments?

Yes. Disability payments from the DoD and the VA differ for a number of reasons.
However, three important reasons are worth highlighting. First, although both programs
use the VASRD to determine disability percentages for specific conditions, the programs
calculate a service member’s assigned disability rating differently: the DoD considers
only the conditions that occur from the illness or injury that brings the service member
before the PEB, while the VA considers the totality of all of a service member’s medical
conditions incurred or aggravated by military service. Second, the DoD disability
payments are contingent on a service member’s rank and length of service. The VA
disability payments are dependent only upon the severity of the service member’s
disabilities. Finally, the DoD assigns a permanent disability rating at the time of separation
and assignment to the PDRL. This permanent disability rating from the DoD does not
change and determines the DoD disability payments that the service member will
receive. The VA disability rating, however, is not a permanent rating and it can be
adjusted as the service member’s condition, medical science or the law changes.
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Are disabled service members who served less than two years still eligible for
VA disability benefits?

Yes. Individuals enlisting on or after September 7, 1980 become eligible for most VA
benefits only after serving a minimum of two years. However, if the disability was
service connected, the service member would become eligible to receive VA disability
compensation no matter how long he or she served.

In addition to the basic VA disability compensation, are there any additional
payments a service member may be eligible to receive?

Yes. Depending on the severity of a service member’s injury and number of dependents,
he or she may be entitled to Special Monthly Compensation, additional compensation
for dependents and payments to overcome a lack of employability.

Special Monthly Compensation (SMC): Service members who sustain particularly
severe injuries, such as amputations, blindness, and other severe traumas, are eligible to
receive additional monthly payments above and beyond the basic VA disability compen-
sation. SMC rates take into account attendant care or other special needs resulting from
severe injuries. Additional payment amounts range from $2,678 to $7,198 per month
depending on the disability and the disability rating assigned by the VA.

Dependents: Veterans receiving VA disability compensation and assigned a disability
rating of at least 30% are eligible for adjustments to their VA disability payments according
to the number and, in the case of children, the ages of their dependents. Depending
upon the disability rating of the service member, monthly VA disability payment
adjustments for a spouse range from $40 to $135 and for a dependent child range from
$27 to $91. Additional adjustments are made for each additional child and certain
further adjustments are made for children who enrolled in school after age 18.

Individual Unemployability (IU): The VA provides additional benefits to veteran serv-
ice members who are unemployable because of their service-connected disabilities.
Under the program, the VA can grant total disability compensation (as if the service
member had a 100% disability rating) to service members with disabilities rated 60% or
higher and who cannot work. In certain cases, service members with disabilities rated
less than 60% may be given Individual Unemployability benefits. Thus, under certain cir-
cumstances, a service member who is not employable due to his or her disability can still
receive total disability compensation, despite not being rated 100% disabled by the VA.

If the veteran receives both DoD disability retirement and VA disability
compensation payments, does he or she receive the full amount of each?

Unless the veteran qualifies for one or two special DoD programs that provides extra
payments (described below), the DoD retirement benefit is offset dollar-for-dollar by
the amount of the VA compensation benefit. Thus, the veteran will not receive more
than he or she would get from either payment, whichever is larger.

Fordetails on VA disability
compensation rates, visit
www.vba.va.gov/bln/21/
Rates/comp01.htm.
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Applications for CRSC must be
submitted to:

AirForce

United States Air Force
Personnel Center

Disability Division (CRSC)

550 C St. West, Suite 6
Randolph AFBTX 78150-4708
Phone: (800) 616-3775

Army

U.S. Army Physical Disability
Agency (CRSC)

200 Stovall St.

Alexandria, VA22332-0470
Phone: (866)281-3254

Coast Guard

Commanding Officer (RAS)
U.S. Coast Guard Personnel
Service Center

444 SE Quincy St.

Topeka, KS 66683-3591
Phone: (800) 772-8724

Navy and Marine Corps
Department of the Navy
Naval Council of Personnel
Boards

Combat-Related Special
Compensation Branch
720Kennon St. S.E., Suite 309
Washington Navy Yard, DC
20374-5023

Phone: (877)366-2772
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Concurrent Receipt Payments

What DoD programs provide additional benefits to compensate for the offset
of VA disability compensation?

The Combat-Related Special Compensation (CRSC) programs and Concurrent
Retirement & Disability Payments (CRDP) programs are DoD programs that provide
extra payments to qualifying veterans whose DoD disability retirement benefit payments
are offset by VA disability compensation.

Veterans who are eligible for both programs may only receive one benefit at a time, either
the CRSC or the CRDP, but they may switch programs on a yearly basis. Please see the
discussion below under “How can a veteran switch between the CRSC and CRDP pro-
grams?” for details on making a benefits program selection.

Who is eligible for the CRSC?

Veterans with at least 20 years of service and a qualifying injury who are assigned a
disability rating of at least 10% by the VA are eligible for CRSC. Qualifying injuries
include (1) injuries as a direct result of combat; (2) injuries sustained during hazardous
duty (e.g., parachute duty); (3) injuries incurred during simulated combat conditions
(e.g., field training); and (4) injuries sustained through an instrumentality of war (e.g.,
combat vehicles or weapons). To receive CRSC payments, veterans who believe they
are eligible for the program must apply to their particular branch of service. CRSC
payments generally restore the full amount of the VA disability compensation offset
for the qualifying injury or injuries.

Who is eligible for the CRDP?

Veterans whose disability rating is 50% or higher and have at least 20 years of service are
eligible for the CRDP. The program does not involve distinct payments, as with the
CRSC, rather the CRDP provides, over a period of ten years, a gradual reduction of the
offset a veteran must take on his or her DoD pay when he or she is also receiving VA
disability payments. After the 10-year period has elapsed, the veteran will be entitled to
his or her full retirement pay in addition to any VA payments.

How does a veteran apply for the CRDP?

Qualifying veterans are automatically enrolled in the CDRP; no separate application is
necessary to enroll in the CRDP.

Why might a veteran choose one program over the other?

Veterans should consider the differences between the CRSC and CRDP programs before
choosing one program over the other. To begin with, CRSC payments are not taxable.
CRDP payments, on the other hand, are subject to tax. The taxability of the benefits
payments alone, however, is not the only consideration; the CRDP payments may be higher
than the CRSC payments. Under the rules of the CRSC, the program eliminates the offset
only for liabilities that are “qualifying injuries” (as discussed above under “Who is eligible for
the CRSC?”). Consequently, the elimination of the offset under the CRSC may be less than
that under the CRDP, which will eliminate the offset for all qualified recipients of VA rated
disabilities. For example, a veteran who is eligible for both programs might prefer the CRDP
if only 10% of his or her 50% VA disability rating qualifies for the CRSC.
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How can a veteran switch between the CRSC and CRDP programs?

Veterans who are enrolled in one of the programs and are eligible for both will be sent
an Open Season election form in the mail every year. If the veteran wishes to change
programs, he or she must fill out the form and send it to the Defense Finance &
Accounting Service at the address below. If the veteran does not wish to change
programs, he or she can simply ignore the mailing.

Defense Finance & Accounting Service
U.S. Military Retirement Service
P.O.Box 7130

London, KY 40742-7130

More information about choosing between the CRSC and CRDP programs can be

found at www.military.com/benefits/military/pay/retired/pay/comparing/crsc/crdp.

VA Disability Pension

The VA Disability Pension is a monthly pension paid to wartime veterans who have
limited income and who are either permanently or totally disabled or over age 6S.

Who is eligible to receive VA Disability Pension payments?
A retired service member may apply to receive a VA Disability Pension if he or she:
(1) was discharged from service under other than dishonorable conditions;
(2) is totally or permanently disabled, or is aged;

(3) (a) served on active duty for 90 days, with at least one day during a
period of wartime; or (b) enlisted after 1980, and generally served at least
24 months or for the full period for which called or ordered to active
duty; and

(4) has a yearly family income below a minimum set by law.

What is the benefit payment under the VA Disability Pension Program?

The VA Disability Pension will pay the difference between the veteran’s yearly family
income and certain minimum amounts based on the veteran’s medical condition and
the number of dependents the veteran has.

How does a veteran apply for benefits?

A veteran must submit a VA Form 21-526, Veteran’s Application for Compensation
and/or Pension, available at www.vba.va.gov/pubs/forms/21-526.pdf to the VA along

with available proof of eligibility. Details concerning the program, how to apply and the

eligibility documentation are available at www.vba.va.gov/benefit Facts/indexhtm
under the heading “Veterans with Limited Income.”

How does someone request a redetermination of VA benefits?

For a discussion of the process for requesting a redetermination of VA benefits and
information on where to obtain assistance with making claims for benefits and
redeterminations with the VA, please see Chapter 10, Legal Assistance.

Online applications for all VA
benefits are available at
www.vabenefits.vba.va.gov/
vonapp.

Foradditional information,
contactthe VAtoll free at (800)
827-1000.

For specific information about

VA Disability Pension rates go to

www.vba.va.gov/bin/21/Rate/
pen01.htm.
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