Department of the Navy Appeal

FY 2001 Defense Authorization Bill

Subject:  - Retired Pay Following a Disciplinary Reduction in Grade

Language/Provision:  The Senate included a provision (Sec 641) that would require the computation of retired pay for military personnel who retire following a reduction in grade be based on the basic pay of the grade held at the time of retirement rather than the average of the highest three years of basic pay.  The recommended provision would correct the current situation in which a service member who is reduced in grade as a result of a disciplinary action and subsequently retires would have his or her retired pay computed based on the average of the highest three years of basic pay, effectively circumventing the intention of the reduction-in-grade.  

DOD Position:  The Department supports the provision that would require the computation of retired pay be based on the rank to which the member is reduced rather than on the member's highest 36 months for members who 3 year average. This would apply to service members who entered the service after 7 September 1980 and are reduced in rank as a result of their own misconduct.  The House report also addresses this issue but directs the Secretary of Defense to study the need for legislation to provide an alternative method for calculating retired pay when a member has been reduced in grade due to misconduct (Title VI – Compensation and Other Personnel Benefits, Overview, Retired Pay Following Reduction in Grade).  The Senate provision eliminates a severe inequity between the pay of members reduced in rank who entered service prior to 7 September 1980 and those who entered service after that date.  It is believed this inequity is a result of an oversight and is not consistent with the intent of Congress in establishing the “high three” retirement pay system.  We do not believe a study is required as directed in the House report.  

The Department urges support of the Senate provision which will restore equity to the retirement pay system. 
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