DoD Financial Management Regulation Volume 12, Chapter 15

CHAPTER 15

EDUCATIONAL ASSISTANCE PROGRAMS

1501 OVERVIEW

150101. Purposelhis chapter provides guidance relative to recording transactions
for the Educationafssistance Programs aedtablisheshe accountingrinciples andstandards
relative to those requirements.

150102. General.

A. Entittements under the Education#ssistance Programs are
established by law andire available to anyperson meeting eligibility requirements.
Authorizations for entitlements constitute kinding obligation onthe part of theFederal
Government, aneligible recipientsmay have legatecourse if theobligation isnot fulfilled.
Legislation authorizing entittement®es nonecessarily include eorresponding appropriation of
funds; thus, the subsequent enactment of appropriations may be necessary.

B. Entitlements for veteran educational assistest@d be established
in accordance witlboD Directive 1322.16, “Montgomery GBIll (MGIB) Program” and DoD
Instruction 1322.17, “Montgomery GI Bill for the Selected Reserve.”

1502 EDUCATIONAL ASSISTANCE PROGRAMS

150201. Background. The Veteran’s EducatioksdistancéAct of 1984 (P.L. 98-
525) referred to as the Montgomery 8ill (MGIB), provides for an educational assistance
program toaid in the recruitment and retention ofembers ofthe Armed Forces and the
readjustment of members twvilian life after their separation fromilitary service. The Acalso
provides a program of educational assistance to the Selected Reserve.

150202. Accounting Treatment. The accounting treatment to be followed for
entittement programs depends dhe program and the nature amdher circumstances
surrounding the requirements pay benefits. Generallyhe unexpended appropriatishall be
reduced by the amount of thiability and recorded as fanancing sourcewhenthe liability and
expense are recognized.

150203. Eligibility Requirements

A. Active Duty (Chapter 30, Title 38 USC) Eligibility is obtained
when an individual:
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1. Becomes a member of the Armed Forces.

2. First enters on active duty.

3. Does not opt out of the basic program.

4 Meets theinitial Service-defined criteria for additional or

supplemental benefits of any type.

B. Selected Reserve (Chapter 160le 10, USC). Members of the
Selected Reserve who meet thkowing criteriaare entitled to educationassistance Eligibility
occurs whenever an individual either:

1. On or afteduly 1,1985,enlisted, reenlisted or extended an
enlistment in a Reserve componémt service inthe Selected Reserve for a periodnot less
than 6 year®r, inthe case obfficers, agree to serve the Selected Reserve foryéars beyond
any existing Selected Reserve obligation.

2. Completed the requirements for award ohigh school
diploma or equivalency certificateefore completingnitial active duty traininglADT) or, in the
case of anindividual reenlisting orextending an enlistment, completed this educational
requirement before such reenlistment or extension.

3. Entitlementmay not be provided to a metver until the
member has completed the initial period of active duty for training required of the member.

4. Each person who becomes entitled to educatessastance
shall be given a written Notice of Basic Eligibility (DD Form 2384 sl)mmarizinghe provisions
of Chapter 1606Title 10, USC. This notice provides date ofbasiceligibility contingent on
meeting initial eligibility criteria established in 150203.B.1, 2, and 3 above.

1503 TYPES OF PROGRAMS

150301. Educatiorbenefitsare comprised ofwo major categories--contributory
programs and noncontributory programs.

150302 Contributory Programs. Enrollees in these prograets, 3011 and Sec.
3012, Chapter 30ritle 38 USC, have $100 deducted from theaty each montfor thefirst 12
months of active duty.All participating service membeese required tchave completed the
requirements for aigh sdool diploma or anequivalency certificate, or havsuccessfully
completed theequivalent of 12 semestlpurs in a program of educatiteading to astandard
college degree before completion of theitial activetour of duty. Some exceptions exist for
early discharge for service connected disability.
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A. Educational Assistance Program for Service on Active Duty.
Participation in this program is limited to persons who:

1. After June 30, 1985, first becomes a member of the Armed
Forces or first enters on active duty as a member of the Armed Forces.

2. Serves at least three years of continuous active duty in the
Armed Forces.

3. Serves at least two years of continuous active duty in the
case of an individual whose initial period of active duty is less than three years, (see further
stipulations in paragraph 150302.B below).

4. After completion of the service described above:
a. Continues on active duty;
b. Is discharged form active duty with an honorable
discharge;
C. Is placed on the retired list or temporary disability

retired list, or is transferred to the Fleet Reserve or Fleet Marine Corps Reserve;

d. Is released from the Armed Services under
honorable conditions by the Secretary of Defense for further service in a reserve component of the
Armed Forces.

B. Educational Assistance Program for Less than Three Years Service
on Active Duty. Participation in this program is limited to persons who:

1. After June 30, 1985, first becomes a member of the Armed
Forces or first enters on active duty as a member of the Armed Forces.

2. Serves at least two years of continuous active duty.

3. Beginning within one year after completion of the service on
active duty, serves at least four years of continuous duty in the Selected Reserveltianrige
individual participates satisfactorily ithe training as required byhe Reserve Unit or the
Department of Defense.

150303. Noncontributory Programs
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A. Educational Assistance Program for Service in the Selected
Reserve. Enrollees in this program, Chapter 1606, Title 10 USC, are required to have completed
the requirements for a high school diploma or an equivalency certificate before completion of their
initial active duty for training. In the case where an individual reenlists or extends an enlistment in
the Selected Reserve for a period of not less than six years, is required to have completed the
requirements for a high school diploma or an equivalency certificate before such reenlistment or
extension. Individuals may not receive credit for service in both this program and the programs
under paragraph 150302. Participation in this program is limited to persons who:

1. After June 30, 1985, enlist, reenlists, or extends an
enlistment as a Reserve for service in the Selected Reserve for a period of not less than six years.

2. Are appointed as, or are serving as, a Reserve Officer and
agrees to serve in the Selected Reserve for a period of not less than six years in additional to any
other period of obligated service.

3. After completion of the requirements above:

a. Has completed the initial period of active duty
training required of the member by the Reserve Unit.

b. Has been given a statement in writing summarizing
the provisions of Sec. 16134 and 16135, Chapter 1606, Title 10 USC, which prohibits educational
assistance under this program to members receiving financial assistance as a member of the Senior
Reserve Officers’ Training Corps Program, or to a member who fails to participate satisfactorily
in the required training as a member of the Selected Reserve.

B. Vietnam Era Gl Bill Service. This program required service during
the period February 1, 1955, through December 31, 1976.

C. Inservice Enrollment in a Program of Education. Participation in
this program is limited to individuals who are a member of the Armed Forces who did not elect to
participate in the contributory programs in 150302 above, and:

1. After June 30, 1985, has completed at least two years of
service on active duty.

2. Continues on active duty or in the Selected Reserve without
a break in service. Some exceptions apply for not being able to find a vacancy in, or locate a unit
of the Selected Reserve within stipulated timeframes.

D. Supplemental Educational Assistance for Additional Service.
Benefits payable under this program are prescribed by the Secretary of Defense, and may provide
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for the payment of supplemental educational assistance to individuals eligible for educational
assistance under paragraph 150302 above. Eligible persons for this program:

1. Must have served five or more consecutive years of active
duty in the Armed Forces beyond the years of active duty counted under paragraph 150302
without a break in service.

2. Must have been discharged from service with an honorable
discharge, or is placed on the retired list, or is transferred to the Fleet Reserve or Fleet Marine is
Corps Reserve, or is placed on the temporary disability retire list without a break in service after
completion of five or more consecutive years of active duty beyond the years of active duty as
specified in the above.

3. Must have completed two or more consecutive years of
active duty in the Armed Forces beyond the years of active duty counted under paragraph 150302
without a break in service, and four or more consecutive years of duty in the Selected Reserve.

E. Educational Program for Tutorial Assistance. Benefits for
participation in this program is in addition to other educational benefits received, but is limited in
benefit amount and number of months.

F. Additional Educational Assistander Qualified Individuals with
Critical Skills or Specialties. The Secretary of Defense, without regard to application, may
authorize educational assistanceiridividuals in specialize¢ategories such gshysicians and
registered nurses in critical specialties, studentgheinursing pogram, andother health
professions.

1504 BENEFITS UNDER CONTRIBUTORY PROGRAMS

150401. Veterans entitled tmasic educational assistance widgard to paragraph
150302.A who are pursuing an approved program of education are entitesxbitee benefits at
the monthly rate of $350beginningOctober 1, 1991, for an approved program of education
pursued on &ull-time basis. Veteans will received an appropriately reducate, asdetermined
under prescribed regulations, for an approved program of education pursued tbatlesfull-
time basis.

150402. With regard to paragraph 150302.B, veterans entitlbdsio educational
assistance who are pursuing an approved program of education are entitlegivte benefits at
the monthly rate of $250beginningOctober 1, 1993, for an approved program of education
pursued on a full-time basis. Veterans in this categoryalsceceived an appropriately reduced
rate, agdetermined under prescribed regulations, for an approved program of education pursued
on less that a full-time basis.
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150403. With respect to thiescal year beginning orOctober 1, 1993, andach
fiscal year thereaftethe monthlyrates for each previodscal yearmayprovide for a percentage
increase in suchatesequal to the percentage kmhich the Consumer Price Index for the 12-
month periodending onthe June 30 preceding tleginning ofthe fiscal year for which the
increase is made.

150404. In the case of amdividual who has askill or specialty designated by the
Secretary of Defense ashkll or specialty in whiclthere is ecritical shortage of personnel or for
which it is difficult to recruit,individualswho first became a member tife Armed Forces before
November29, 1989 areentitled to receive a basic monthigte of up to $400 iexcess of the
prescribed monthlyate; andindividualswho first became a member die Armed Forces after
this date, areentitled to received a basic monthibte of up to $700 iexcess of the prescribed
monthly rate.

1505 BENEFITS FORTHE NONCONTRIBUTORY PROGRAMS IN THE SELECTED
RESERVE

150501. Veterans entitled tmasic educational assistance widgard to paragraph
150303.A who are pursuing an approved program of education are entitieceive benefits,
beginning April 1,1993, at themonthly rate of $190 for dull-time pursuit of a program of
education; $143 per month for three-quarter-time; and $95 per morthlfdéime. Individuals
will received an appropriately reducexte, asdetermined under prescribed regulations, for an
approved program of education pursued on less thdt-time basis iftuition assistance is not
available to the person from the respective military department.

150502. With respect to thiescal year beginning orOctober 1, 1994, andach
fiscal year thereaftethe monthlyrates for each previodscal yearmayprovide for a percentage
increase in suchatesequal to the percentage kmhich the Consumer Price Index for the 12-
month periodending onthe June 30 preceding tleginning ofthe fiscal year for which the
increase is made.

150503. Educational assistanceaigailable for veterans pursuing a program of
education consisting of a program of apprenticesbiper on-the-jobtraining, a cooperative
program, a correspondence program of educafimht training program, or grogram of
approvedindividualized tutorial assistance. The amount wionthly educational assistance
allowance for each prograwaries and is a predetermined percentagg@mmonthly allowance
otherwisepayable to areteran entitled to receipt of assistance, or a percentage cbshef the
program. With regard to an approved programndividualizedtutorial assistancendividuals
may receive an amount of up to $1@@&r month in addition to the amount eflucational
assistance allowance otherwipayable to an individual. However, after $600 is paid, an
individual's period of entitlement is reducedthe rate of onenonth for each dollar amouptid
that is equal to the amount of the monthly educational allowance a person is eligible to receive.
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1506 FUNDING FOR EDUCATIONAL ASSISTANCE PROGRAMS.

150601. The Veteran’s EducatiorfssistanceAct of 1984established &ustfund
to financeDoD educationliabilities on an actuariallgound basis. ThBoD EducationBenefits
Fund is arustfund used to accumulate funfis transfer to the Department of Veterakf&airs
(DVA) to cover the DoDshare of benefits. The Fun87X8098 - Department oDefense
Education Benefits Fund (Education Fund), contains the following assets:

A. Amounts paid intothe Education Fund from the active duty and
reserve personnel appropriations.

B. Any amount thatmay be appropriated by the Congress to the
Education Fund.

C. Interest earned as a result of iméestment of availabl&ducation
Fund cash balance i0.S. Government securities. This method fahding the educational
assistance program became effective July 1, 1985.

150602. Amountpayable tathe Education Fundhall bebased on determinations
by a board of actuaries as to the amoumatsessary to finandeoD educationaliabilities on an
actuariallysound basis. The accountipgnciples contained i€hapter 16 of this Volumalso
apply to the education benefits programs.

150603. Amounts to be transferred to the Education Flvadl beobligated by
Components at theame time military pay isbligated as required in Volume 3, Chapter 8haf
Regulation and further explained in Chapter 16 of this Volume.

150604. The Act provides fawithholding atotal of $1,200(in 12 equalmonthly
installments) fronthe basic pay of activeluty military membersvho elect to participate in the
new educational program. ThMilitary Departmentsshall deposit thewithheld funds to the
general fund othe Treasury amiscellaneouseceipts. Themniscellaneous receip®ibaccounts
are identified in paragraph 150606.B, below.

150605. The DVApaysall claimsfor benefitsunder the educational program. The
DVA also fundsthe basic educational benefiter active dutymilitary members from a general
fund appropriation. An additiondlasic benefimay bepaid atthe discretion of the Secretary of
Defense. Howevethis is funded irthe military personnel appropriations by the Department of
Defense asreall supplemental benefits. These furstiall bepaid intothe Education Fund for
subsequent transfer to the DVA.

150606. The Education Fund is used to accumdlatdsfor transfer to the DVA

to cover the DoBshare of benefits. Theirector, DFAS,shallaccount andeport for the DoD
Education Benefits Fund since it is an Office of the Secretary of Defense account. In addition, the
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Director, DFAS, shall invest the cash balances of the Education Fund not actually needed to cover
transfers to the DVA for payment of benefits.

A. For amountswithheld from active duty members, a gendtadd
proprietary receipt accourttas been established to which collectionsnalfitary pesonnel
contributions are deposited. However, thrds collectedare treated as proprietary receipts of
the DVA, rather than of the Department of Defense, with the appropriate offset against budget
subfunction 702 (Veterans’ Education, Training, and Rehabilitation).

B. Even though the DepartmentDéfensedoes noteceive credit for
the offsetting receipts, it isesponsiblefor collecting the contributions fromindividuals
participating in the program. To ensym®percrediting of the collected fundall contributions
shall be deposited monthly to miscellaneraeeipt account 362473 - Contributidnem Military
Personnel, Veteran’s Educational Assistaiceof 1984. At theDVA'’s request, actual deposits
shall be made to the following subaccounts:

362473.1 - Army
362473.2 - Air Force
362473.3 - Navy
362473.4 - Marine Corps

It is essentiathat thefunds be deposited to Treasumglex number “36'(DVA) rather than the
index numbers for each Military Department.

150607. Each Military Departmeshallprovide the DVA amonthly letterreport of
funds deposited tiiscellaneous Receigccount 362473. Theeport shall show only the net
amount deposited with no detail.

A. Submitthe report intime to reaclthe DVA no later than thelose
of business othe seventh workday after the close of tiygorted month. Thillowing address
shall be used for sending the reports:

Department of Veterans Affairs (047H1)
810 Vermont Avenue, NW

Washington, DC 20420

ATTN: C.O. Finance (047H1)

B. If the report cannot bsubmitted in time to reactmhe DVA by the
seventh workday after theeported month, thélilitary Departmentshall report by facsimile
(FAX) machinethe amount deposited. Theport should be “faxed” tothe Department of
Veterans Affairs Central Office, Field Finance Division.
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1507 FUND TRANSFERS OF MILITARY PERSONNEL APPROPRIATIONS

Transfers fronthe military personnel appropriations to tb®D EducatiorBenefits Fund
shall beprocessed as indicated below. (The determinatidheohmounts to be transferred and
the accounting for these amoustsall follow the accounting requirements contained in Chapter
14, Volume 4, of this Regulation.)

150701. Receipt and Expenditure Accounts. Db® EducationBenefits Fund is
classified as &ustfund and useboth receipt and expenditure accouwsitge it isnot designated
a trust revolving fund. Receipts are available immediately for expenditure; therefore, the Treasury
Department requires deposits to be made using sythbolizationfor the receipt account.
Deposits are made to the following trust fund receipt accounts as applicable.

A. 97X8098.1 - Employing Agency Contribution, Department of
Defense, Education Benefits Fund. Payments from DoD military personnel appropriations.

B. 97X8098.2 - Earnings on Investments, DepartmenDefense,
Education Benefitfund. Payments of interest by TreasuryEmlucation Fund investments in
U.S. securities.

C. (62) 97X8098 - Disbursements-Unamortized Premium and
Discount, Department of Defense Military Retirement and Education Benefits Funds. Purchase of
premium, interest, and discount.

D. (72) 97X8098 - Receipts-Unamortiz€temium andDiscount,
Department of Defensdilitary Retirement and Education Benefilsind. Write-off and
amortization of premium and discount and collection of interest purchased.

E. 20X6825.01 - Unamortized Discount, Department Defense
Military Retirement and Education Benefits Funds. Purchase of discount, write-off, and
amortization of discount.

F. 20X6825.02 - UnamortizedPremium, Department oDefense
Military Retirement and Education Benefits Funds. Purchase of premium, write-off, and
amortization of premium.

G. 20X6825.03 - Accrued Interest Purchased, Departmebefaise
Military Retirement and Education Benefits Funds. Purchase of interest and collection of interest
purchased.

150702. Calculation of Transfers. Transfersttee Education Funétom the active
duty and reserve component personnel appropriathial be accomplished monthly. The
amounts to be transferrstiall becalculated usinghe formulas provided in paragraphs 150702.A
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and 150702.B, belowwhich are based oexisting legislatiorand, therefore, subject thange
upon any enacted amendments. The per capita normal costs to be usedlcutagonsshall be
determined by thédoD EducationBenefits Board of Actuaries. This information shall be
provided to the Military Departments when it becomes available.

A. Active Duty Appropriations. Theer capita normatostmultiplied
by thenumber of newentrants who becomeligible during the month. Eligibility is defined in
paragraph 150203.A, above.

B. Reserve ,and National Guard Appropriations. Tes capita
normal cost multiplied by the number of Reserve Componememberswho becomeeligible
during the month. Eligibility is defined in paragraph 150203.B, above. A contribution is made for
an eligible member onlgne time. Eligibility date isestablished ithe Notice ofBasicEligibility
also described in paragraph 150203.B. This eligibility date never changes.

150703. Timing. Transfers of fund$or a given monthshall be accomplished on or
before the lastlay ofthat month. If thdransfers are@ccomplished on an estimated basis, they
shall be adjusted in the subsequent month when actual figures become available.

150704. Method for Transfer of Funds.

A. Transfers aremade on an expenditure basis. Fursiisll be
disbursed fronthe military personnel appropriations and collected into the Education Fund. The
disbursement and collection transactiog®e accomplished usinghe Online Payment and
Collection Systen{fOPEC). However, thdisbursement and collection transactions also can be
made on an SA081, “Voucher andschedule of Withdrawals and Credits.” Tdisbursing
officer making the payment shall forward a copy of the completed SF 1081 to the DFAfls@and
report both thelisbursement and collection transactionstmmonthly DD 1329, Statement of
Transactions. Completed forms shall be forwarded to the following address:

Director

Defense Finance and Accounting Service
Trust Fund Investment Office

ATTN: DFAS-HQ/GC

1931 Jefferson Davis Highway

Arlington, VA 22240-5291

B. The total amount transferred from thmilitary pesonnel
appropriation to the Education Fuskall bedetailed by theéMilitary Service obligatiorprogram
and reported on the face of the SF 1081 or on a separate attachment.

1508 FUND TRANSFERS TO DVA
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Transfers fromthe DoD EducatiorBenefits Fund tothe DVA shall beprocessed as
follows:

150801. The DFAS shall transfer funds to the DVA on an expenditure Bdsssis
required because VA paybe benefits from general fundppropriation account 36X0137 -
Readjustment Benefits, Veterans Administration.

150802. The actual transactionaiscomplished by using OPEC which is preferred;
however, it also can be accomplished using an SF 1081. The DFAS shall report the payment from
the Education Fund account 97X8089 and the collectiogeteeral fund appropriatioaccount
36X0137 on its DD 1329. A copy aihycompleted SF 1081shall beforwarded to the DVA
immediately at the following address:

VADPC (201/35)
Lock Box 66303
AMF O'Hare, lllinois 60666

1509 PAYROLL DEDUCTIONS

150901. Deductions fromay for the educatiorbenefitsprogram are governed by
the order oprecedence for deductions from grpsy established e Treasury Department in
TFM 3-7040. The order girecedencshall beused wherthe grossentitlement payment is not
sufficient to permitall deductions to be made. Tbeder ofprecedence is in Volume 7 dfis
Regulation.

150902. When anndividual enters on active duty as raember ofthe Armed
Forces, patrticipation in the educatibanefitsprogram is automatiajnlessthe service member
makes an electionot toenroll for educatiorbenefits using DD Ford366. Onceenrolled in the
program, a deduction frorthe service member’'s pay becomes mandatomhe deduction is
considered an “Indebtedness Due the UnS&ates” and, therefore, ranks aheadtateincome
taxes anaill other deductions of lower precedend#ithin the “Indebtedness” category, it takes
precedence below any debts due to the Department of Daiaensthe deduction is deposited to
a civil agency account.

1510 REFUNDS OR ERRONEOUS DEDUCTIONS

Refunds or erroneous deductions from active duty members shall be processed as follows:

151001. Current Year Deductions. If the refund tgiase withinthe samefiscal
year asthe erroneous deduction was made, plagment to an active duty méer shall be
charged tomiscellaneouseceipt account 362473. Such transactismis reduce themonthly
deduction deposited to miscellaneous receipt account 362473 and reported to the DVA.
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151002. Prior Year Deductions. If the refund takésce afterthe close of the
fiscal year in whichthe erroneous deduction was made, ghgment to an active dutpember
shall bemade from Treasury appropriation 20X1807 - Refund of Monies ErroneBaskived
and Covered. Sugpayments shall beeportedroutinely onthe Military Department'snonthly
Statement of Transactions. The Treasury Department shall be contacted by telepéymerits
from 20X1807 in excess of $1@M0 are to beanade in a givermonth. Thereport shall be
provided to the Credit and Debt Management Branch, Financial Management Service.

1511 COLLECTION OF EDUCATIONAL DEBTS OWED TO THE GOVERNMENT

Collection of educational debtswved to thegovernment by members ohe Selected
Reserve shall be processed as follows.

151101. Members ofthe Selected Reserveceiving educational assistance benefits
under Titlel10, United States Code, Chapter 16@6)d who are determined to be unsatisfactory
participants in required reserve trainingay berequired to refund an amount to thimited
States. This amount is calculated accordance with theormula established in Titl@0, United
States Code, Section 16135(b)(1).

151102. The refund shall equal the product of the following:

A. The number of months of obligated serviemainingunder the
agreement entered into by the reserdisided bythe original number of months ahe original
obligation.

B. The total amount of educational assistance provided to the reservist
increased by interest equal to thighestrate being paid bythe Treasury on securitidgving
maturity of 90 days or less dhe day on whichthe refund is determined to blee. The interest
shall accrue fromthe day on whichthe reservisfirst is notified ofthe amount due to the U.S.
Government as a refund.

151103. EachMilitary Departmentshall maintain data on SelectedReserve
members who are:

A. Eligible for educational assistance.
B. Determined to be unsatisfactory participants.
C. Not excused from theresponsibility to refund overpayments

received under the Selected Reserve educational assistance program.

151104 Responsibility for administering the collection of debtowed to the
program hasnot beenestablished. This matterilwbe addressed in the memorandum of
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understanding with the DVA coverinfinancial matters. TheMilitary Departmentsshall be
advised of the determination when the memorandum of understanding is ratified.

151105. The reporting requirements and related standards contained in chapter 14,
Volume 4, of this regulation, also apply to the education benefits programs.
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