SEPARATION INCENTIVE PAY FACT SHEET

WHAT IS A SEPARATION INCENTIVE PAY (SIP)?  The SIP is a cash payment offer (in lump-sum, 6-month installment, or bi-weekly payment) to employees who are eligible for regular (optional) or early (VERA) retirement.

WHO IS ELIGIBLE TO APPLY FOR SIP AT THIS TIME?  Permanent employees (excluding seasonal) eligible for optional or early retirement that has been identified as being in authorized occupational series.

WHO WILL ACTUALLY RECEIVE THE SIP?  SIP has been authorized for a specified number of employees.  If however, we should receive more volunteers than we have incentives available, offers for the incentives will be made by PHNSY&IMF Commander, who retains the right to approve each request based on existing guidelines and agreements.

HOW MUCH WILL I RECEIVE?  The SIP will be equal to the amount of your calculated severance pay entitlement, but may not exceed $25,000.  The following formula is used to calculate severance pay:

Generally, you would be entitled to one week of pay for each full year of service through the first 10 years, and two weeks of pay for each full year of civilian service beyond the first 10 years, plus ¼ of this one or two week pay for each full three months of service beyond the final full year.

If you are over 40 years of age, an age adjustment allowance of 10 % for each year over 40 would be added to your basic entitlement computed on the information in the previous paragraph.  (2.5% for each full three month for partial years).

There is a limitation of $25,000, so if your total severance pay entitlement exceeds that amount, you still only receive $25,000.  The separation incentive will be paid in a lump sum following your retirement date.

Note:  Other factors may impact the amount of your SIP – such as receiving severance pay before, and/or working a backshift and receiving differential.

HOW WILL MY SIP BE TAXED?  Your SIP will be taxed at a 28% flat rate for federal withholding tax.  Both CSRS and FERS retirees will also have their SIP taxed at 1.45% for Medicare and FERS retirees at 6.2% for social security.  IRS publications 575 (Pension and Annuity Income) and 721 (Tax Guide to U.S. Civilian Service Retirement Benefits) may assist you in your personal tax planning with regard to Separation Incentive Pay.

HOW WILL THIS AFFECT MY REEMPLOYMENT ELIGIBILITY?  Employees who elect to retire and receive the SIP will not be eligible for reemployment within the Federal Government for a period of 5 year following their date of separation.    You will be required to repay the entire incentive amount.  Further, even if you are willing to repay the incentive, acceptance of the SIP still bars your from re-employment within the Department of Defense for one year.
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