


Part I:  Chapter 1606 System Processing Basics 





CHAPTER 3. 


Major Policy and Procedural Changes in the                  Chapter 1606 Program








This chapter will discuss the major policy and procedural changes that are now or will be in effect when the new system is installed.  Many of the changes result from expanded capabilities of the new VA and DMDC  MGIB systems.


It is important to note that specific program legal requirements are not discussed except in the context of the changed policy or procedure.  Therefore, this chapter does not present a complete discussion of all eligibility or payment issues encountered during Chapter 1606 claim processing.


In understanding Chapter 1606 policy formulation, it is important to have some knowledge of how it is derived.  


�



MGIB-SR Working Group


The MGIB-SR Working Group consists of representatives from the Department of Defense, all Reserve and National Guard components, VA Education Service, and the Defense Manpower Data Center.  This group meets periodically to discuss overall policy and implementation plans and to make recommendations to the Under Secretary of Defense for Reserve Affairs.





Office of the Under Secretary of Defense for Reserve Affairs


The Office of the Under Secretary of Defense for Reserve Affairs (USD) that actually formulates Chapter 1606 policy and initiates most legislative recommendations pertaining to the program.  Generally, when reference is made to “DOD” in the context of this document, it is this Office combined with the Working Group that is meant by the reference.





The Selected Reserve and National Guard Components


Although part of the Department of Defense, the Selected Reserve and National Guard Components are not under the direct command of the Under Secretary of Defense for Reserve Affairs.  They are under the command of their individual Secretary’s, such as the Secretary of the Army, Secretary of the Navy, etc.  Someone in their command structure represents the component on the Working Group.  The relationship between the components and the USD and the Working Group is rather like that between the RPOs and Education Service in Central Office.





VA employees must take into account that individual components, particularly at the lower command levels may not be aware of current DOD policy.  Also, there are normally certain policies that not all components agree with and follow uniformly.  When these situations are encountered, VA, through VACO Education Service, should notify the USD Office.





DMDC


The Defense Manpower Data Center is the data storage component of DOD.  Details of its functions were discussed in the previous chapter.  DMDC acts basically in an advisory function for the working group.





VA Education Service


Like DMDC, VA Education Service acts primarily in an advisory capacity on issues such as implementation of new provisions.  Rarely does VA get involved in legal issues over the program, but generally defers to DOD legal opinion unless it specifically contradicts a Title 38 benefit payment requirement.


�



Overall Chapter 1606 Policy


The following summarizes current Chapter 1606 policy agreed to by the Department of Defense, Department of Transportation, and VA.


Chapter 1606 is a DOD program





Chapter 1606 is contained in Title 10, United States Code (chapter 1606 refers to the chapter in Title 10).  The Code details which agency (DOD/DOT or VA) has authority for certain legal requirements of the law.  However, overall Chapter 1606 policy-making authority resides to the Secretary of Defense, not the Secretary of Veterans Affairs.





All eligibility is DOD & DOT responsibility


All areas of eligibility, whether to the basic program or to kickers, are the sole responsibility of DOD and DOT.  VA employees must exercise great care not to advise or otherwise consult with any DOD or DOT representatives or claimants on issues involving eligibility to the program.  VA employees are authorized only to provide the information made available to us from DOD in response to inquiries.  All issues regarding eligibility should be referred through DOD channels.





This is an extremely important issue for two reasons.  





Below the general policy guidelines provided by the law, the individual Reserve and Guard components have considerable flexibility in administering the program.  Since VA has no way of closely monitoring individual component requirements, a single answer may not be correct in every instance.  





Ultimately, VA has no authority to disregard or overrule an eligibility determination made by a component.  However, if we provide erroneous or misleading information, the agency can be held liable for any costs resulting from that information.





All benefit payment is VA responsibility


All areas of benefit payment are exclusively under the authority of VA.  Again, subject to basic legal requirements, it is under this authority that VA is authorized to pay Coast Guard and OJT, Apprenticeship, Flight, and Correspondence awards out of the system; pay kickers on an interim basis on less than a monthly frequency; and require monthly verification of enrollment before payment is made.


�



All eligibility information provided through DMDC


DOD and DOT will provide, through the Defense Manpower Data Center (DMDC) all eligibility information that pertains to payment of benefits.  VA will accept that information as the primary source of eligibility and will not pay benefits without it.  VA will accept alternate evidence from DOD in situations where the DMDC record is not currently correct.





DOD Policy Changes


Significant changes in DOD policy have occurred in the last 2 years in the areas of kickers, penalty recoupment, and the concept of Eligibility Suspense.





Kickers


Chapter 1606 kickers were authorized in legislation passed in 1995.(Reserve kickers were also authorized to be paid to Chapter 30 recipients, but that area is not discussed here.)  However, due to budget restrictions, no component implemented kickers until 1997, when DOD authorized the Army Reserve to conduct a test kicker program.  Between May 1997 and September 1998, Army Reserve authorized 1606 kickers to about 800 of its members.





In mid-1998, DOD authorized all components to implement kicker programs effective October 1, 1998.  For the fiscal year beginning on October 1, 1999, all components except the Coast Guard Reserve anticipated authorizing kickers.





Initially, VA paid 1606 kickers manually, but the system you are currently learning has full kicker payment functionality.  Detailed processing instructions are contained in Part II.





Like basic eligibility, kicker eligibility is determined by the individual components based on policy provided by DOD.  Unlike basic eligibility however, each component can establish it’s own kicker eligibility requirement subject to the following broad parameters:





1.  The eligible person must meet the basic eligibility requirements for Chapter 1606.





2.  The kicker amount must be one of 3 levels determined by DOD





3.  The kicker can only be paid while a person is in a critical job skill or critical unit.


�



4.  The critical skills and units must be pre-approved by DOD.





Within those parameters the components can then offer any or all of the levels, offer them only for skill or only for units, offer kickers to only new enlistees or to both new and “prior service” personnel, or require new service contracts or not.





Because of this flexibility within the components, it is difficult, if not impossible, for VA to answer kicker eligibility questions with any reliability.





Penalty Recoupment (Refund)


Penalty recoupment refers to the collection penalties assigned by DOD to individuals who have been found to be Unsatisfactory Participants in the Selected Reserve.  Normally that means that they failed to complete their service obligation and had no acceptable reasons for not doing so.  Do not confuse penalty recoupment with VA’s recovery of overpayments.





An overpayment is a debt that results from receiving benefits that the person was not entitled to.  VA collects these debts.





Penalty (also called Refund by some components) Recoupment is a debt resulting from being penalized a portion of the benefits to which a person was entitled.  Simply stated, if VA paid a person $3000 in benefits and the person was found to be an Unsatisfactory Participant after 3 years of a 6 year contract, DOD can require repayment of a proportional share of the money received.  In this case, half of the $3000.





This provision has been in the legislation since its inception.  However, DOD did not have a satisfactory mechanism in place to collect the funds, and VA is not authorized by Title 38 to collect it for them.  In the early 1990’s the Navy started a recoupment test to determine a procedure and system to accomplish it.  In October 1999, all components started recoupment processing.





VA’s role in recoupment is very limited.  We must provide only the amount of benefits that we have been paid.  The decision to recoup is made by the components, the amount to recoup is computed by DMDC, and the actual collection procedures are done by the Defense Finance and Accounting System (DFAS).





�



VA employees should refer all questions from individual claimants about penalty recoupment to DOD, since VA has no part in the Unsatisfactory Participation determination or the decision to assess a penalty because of it (the penalty is optional at the discretion of each component on an individual basis.)





However, we must take care to distinguish between VA’s overpayment collection and DOD’s penalty recoupment collections since it will not be unusual for a person to have both debts.





Eligibility Suspended


Although the eligibility status for Suspended is not new, it is being given a new meaning, and as a result, should greatly improve VA’s ability to process Chapter 1606.





In the previous system, Eligibility could be suspended due to Missionary Status, a pending Unsatisfactory Participation determination, or for other reasons found acceptable to the component.





The new system will expand that concept.  Under the new system, when a person leaves a component, either to transfer to another component or for reasons unknown, VA will be sent an Eligibility Suspended code, rather than the old Eligibility Terminated - Left Selected Reserve.  The components will not transmit an Eligibility Terminated status unless they are sure he is no longer eligible (an actual separation or a separation of more than 1 year).





DMDC will not send VA an Eligibility Terminated unless the person is actually discharged from the Selected Reserve after a year of “Suspended” status.  Likewise, if the person is simply transferring to another component, DMDC’s new system will know that information and the code will stay “Suspended” until the new component actually receives the new member.





This is significant for VA since it will minimize the number of times we terminate a person’s award and later learn that he or she has reaffiliated with another component.





VA’s action upon receipt of an Eligibility Suspended code will be to terminate the benefit effective Date Last Paid.  No further action will be taken until the person is reaffiliated or Terminated with a specific termination date.


�



No benefits will be paid during the period of Suspended Status and if the person has a “break” between components, benefits are not payable for that period.  Eligibility is not extended for these periods.





Entry on Active Duty


If a person in the Selected Reserve enters active duty, eligibility will continue, even though the period of active duty is more than 1 year.  the component will report the persons' eligibility suspended for the period of active duty and as reaffiliated when the person returns to a drilling status.  Chapter 1606 benefits will not be payable for the Active Duty period and the period of eligibility is not extended (unless mobilized for a national emergency) in these cases, however.





Other DOD Policy Considerations


DOD has also removed the policy that a person can only reaffiliate with the Selected Reserve once without losing eligibility altogether.  In no situation, however, does a person get a second date of eligibility.  Once eligibility is established, that date cannot legitimately be changed.





Several components have expressed disagreement with the DOD policy that requires termination of eligibility when a person is out of the Selected Reserve for more than a year.  This is particularly true when the separation is caused by Active Duty (usually AGR service).  As this is written, however, the policy of 1 year separation terminating eligibility is still in effect.  Unlike the chapter 30 2X4 1 year rule, however, this is not in the legislation, but is just policy.





Also, there is some sentiment that some “corrective” action be taken to permit people who were eligible but never advised to have extended benefits.  The current policy, however, is that the person has 10 years from the date that all the basic eligibility requirements are initially met.  Components have no policy authority to change the date of eligibility simply because the person was not made aware of their eligibility.





VA Actions Regarding Questionable DOD Policy


When a component determination appears to be contradictory to your understanding of current policy, you should first ascertain VA’s “official” understanding of that policy.  You can do that by calling VACO Education Service.  If the determination still appears questionable, you should contact the component in question and explain that VA’s understanding differs from the determination.  If the contact confirms the determination, you should prepare a Report of Contact and forward the information to VACO Education Service.  VACO Education Service will contact the appropriate component’s Program Manager to determine if the policy has been changed or the eligibility decision is in error.  Once clarified, the RPO will be �
notified of the final action to be taken.  DO NOT DENY THE CLAIM UNTIL ADVISED TO DO SO BY VACO.  You do not, however, have to award benefits until the issue is clarified.  Once confirmed, accept the component determination for benefit payment purposes.  Do not overrule the component’s decision.





VA Policy Changes


Monthly Verification of Enrollment


Effective June 1, 2000, VA will require Chapter 1606 recipients to verify their enrollment each month before benefits are paid.  This is the same as Chapter 30.  The provision will not be effective when the system is installed because the regulation authorizing had to be revised to provide an effective date of implementation.  The system is designed to “pay by cert” however.  The function is being “masked” during initial deployment.





EFT (Direct Deposit)


The new system is fully capable of Direct Deposit.  However, there may be some delay in implementing it due to Treasury changes needed to accept the EFT data from the new system.  However, the system is designed to switch to EFT with very short notice.





Eligibility Issues


In general VA’s new system is intended to place the burden of eligibility reporting on the Reserve components.  Therefore, you will notice the following (discussed in more detail in Parts II and III):





1.  The system will not permit payment of benefits if there is no DOD screen.  The new DMDC MGIB database is part of the overall DEERS database which handles all DOD personnel data.  Therefore, when a person is issued a military identification card, his DOD screen is created.  If a person files a claim and there is no DOD record, the chances are very high that the Social Security number we are using is in error.





2.  Although VA will still pay based on a NOBE if the NOBE is dated within 120 days of the date of eligibility, and will pay in other circumstances based on alternative evidence, VA will no longer control the length of time those payments are made.  This is possible because of the on-line update capability that the components now have to change the DMDC records.  However, this will be closely monitored to insure that the components are actually making changes as indicated.  If not, it may be necessary to replace controls at a later �
date.  In the meantime, however, this will substantially reduce unnecessary NOE messages.





3.  Many changes in DOD eligibility information will not generate NOE messages or suspend payments.  Some will actually adjust the master record, others will changes in DOD eligibility information will not generate NOE messages or suspend set an indicator that will force update of eligibility data only if a new award action is attempted.  Most NOE messages will generate only in situations that appear to cause a mispayment of current or past benefits.





Award Processing Changes


There are 3 award processing changes.  They are:





It is no longer necessary to distinguish between NCD and IHL training for monthly certifications because absence reporting is no longer done for NCD training. 





One of the results of the elimination in absence reporting is that it is no longer necessary to stop an award for one training type in order to change to another.  An amended award can be done as long as the training type is the same for all lines of the new award.





When monthly verification processing is implemented in Chapter 1606, the End of Month termination rule will no longer be applicable.





These and other changes are discussed more in the following chapters as the situations in which they are used are detailed.
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