
                        
  
Tips and Tidbits       15 December 2006 
Issue #:  4-2006 
 
 
Question:  What is Voluntary Separation Incentive Pay (VSIP) and the 
Voluntary Early Retirement Authority (VERA)?  When/under what 
circumstances may these incentives be offered?  
 
Voluntary Separation Incentive Pay (VSIP)  
 
Voluntary Separation Incentive Pay (VSIP) is used within the Department of 
Defense (DoD) as a tool for reducing involuntary separations during downsizing 
or base closure, and for restructuring the workforce at installations. If a voluntary 
separation helps to achieve either of these objectives the installation may be 
granted approval to offer VSIP.  Once an employee agrees to accept the VSIP, 
he/she agrees to separate voluntarily by optional retirement, early retirement 
under the Voluntary Early Retirement Authority (VERA), or by resignation.  
 
The VSIP payment can be as much as $25,000 or the amount of severance pay 
the employee would receive under the standard formula used to compute 
severance pay, whichever is less. It may be paid in a lump sum or in 
installments, but is taxable regardless of the payment option chosen.   
 
If employees opt to separate under this incentive, they may not work for any 
Federal agency within 5 years after separation, including under a personal 
services contract, without repaying the full VSIP amount.   
 
Voluntary Early Retirement Authority (VERA)  
 
When an installation is downsizing or closing, employees who are not eligible for 
optional retirement may qualify for early retirement under the Department of 
Defense (DoD) Voluntary Early Retirement Authority (VERA) if their voluntary  
separation would reduce the number of employees who would otherwise be 
separated involuntarily. VERA may also be used as a tool to restructure the 
workforce at installations.  
 
 
 
 



 
 
 
To qualify for VERA, employees must be at least 50 years of age with at least 20 
years of creditable service, or have completed 25 years of service at any age.  
These requirements apply whether the employee is covered under the Civil 
Service Retirement System (CSRS) or the Federal Employees Retirement 
System (FERS). CSRS employees who retire under VERA have their annuity 
reduced by 2 percent for every year of age under 55.  There is no reduction for 
FERS retirees under this program. 
 
When there is a need to reduce or restructure the workforce, VSIP and VERA 
may be offered to all eligible employees or specific groups of employees may be  
targeted. The targeted groups may be identified on the basis of an organizational 
unit, job series or grade, geographic area, skills, or other factors.  When there are 
more applicants than available offers, offers are made in seniority order based 
leave service computation dates. 
 
It’s important to understand that VSIP and VERA are not entitlements and that 
one of the following criteria must be met before approval can be granted: 
 
• Abolishment of the applicant’s position 
• Placement of a surplus employee into the vacated position  
• Restructure of the vacated position to correct a SKILL imbalance. 

 
 If you have questions regarding the use of either of these Programs, contact 
your servicing Human Resources Specialist.   
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