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The Honorable Lane Evans
U.S. House of Representatives
Washington, D.C. 20515

Dear Representative Evans:

I am responding to your inquiry to President Bush concerning concurrent payments of
Department of Veterans Affairs’ (VA) disability compensation and military retirement pay.

Many veterans have served this country long and faithfully and subsequently suffered from
illness or injury. Those who retired from military service have given much to this country, and we
deeply appreciate their service and sacrifice. I can fully understand why you believe that they
should be able to receive both their retired pay and compensation benefits.

VA has been prohibited by law (title 38 U.S.C. §5304(a)(1)) from paying compensation to
a military retiree unless and until the retiree had waived a portion of his or her retirement pay equal
to the amount of VA compensation. Since VA compensation is always tax-free while military
retirement pay is usually taxed, waiving retirement pay in favor of VA compensation generally
provides a higher benefit level to the retiree.

The principle behind the statutory prohibition is the idea that no one should be able to
receive concurrent retirement benefits and disability benefits based upon the same service. A
retired civil servant, for example, may not receive civil service disability benefits or workers
compensation benefits in addition to civil service retirement benefits. A similar ban exists against
concurrent payment of retirement and disability benefits by the Social Security Administration.

Recently, VA and DoD evaluated the impact of lifting the restrictions on veterans receiving
both retirement pay and disability compensation. Over a ten-year period the costs would be nearly
$58 billion. In addition, if we reverse our approach on veterans, the principle would have to be
reconsidered for civil servants. Moreover, this expansion will stress the Department of Veterans
Affairs’ ability to meet its current responsibilities to veterans, requiring the Department to process
over 800,000 new or reopened claims over the next five years.



Finally, section 641 of the National Defense Authorization Act for Fiscal Year 2002
requires that the $58 billion cost of this proposal be offset. As we wage the war against terrorism,
our highest priority must be to provide the resources the Department of Defense needs. We must
take a hard look at every issue. Undoing the principle underlying the law creates a $58 billion

impact on the budget, and potentially impacts the Department of Veterans Affairs’ ability to serve
our veterans.

Sincerely,

Mitchell E. Daniels, Ir
Director
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The Honorable E. Clay Shaw, Jr.
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The Honorable Earl Pomeroy
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The Honorable Lois Capps

The Honorable Ander Crenshaw
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