
Department of Veterans Affairs VA HANDBOOK 5007/70 
Washington, DC 20420 Transmittal Sheet 
  September 02, 2026 

1 

PAY ADMINISTRATION 

1. REASON FOR ISSUE. To revise Department of Veterans Affairs (VA) policies and 
guidance on setting basic pay upon initial appointment to VA under title 5 and hybrid 
title 38 authorities.   

2. SUMMARY OF CONTENTS/MAJOR CHANGES. This appendix updates VA Policy 
on initial pay setting for title 5 and hybrid title 38 employees. Changes include: 

a. Veterans Health Administration Network, Health Service Area, and Facility 
Directors, Veterans Benefits Administration Regional and District Directors, or 
equivalent, first-level senior executives may now delegate the authority to set 
initial rates of pay to a lower-level management official, or to the organization’s 
servicing human resources officer, in alignment with the VA 30-day Hiring Model. 

b. Appointments above the minimum rate (AAMR) and highest previous rate (HPR) 
must be approved in writing prior to the employee’s entrance on duty. 

c. AAMRs based on existing salary, salary history, or competing offers are 
prohibited. 

d. Standard operating procedures, processes, templates, and best practices have 
been removed. These materials will be included in the related toolkit instead. 

e. Guidance taken directly from the Code of Federal Regulations (C.F.R.) has been 
removed and replaced with references to the relevant section of the C.F.R. 

3. RESPONSIBLE OFFICE.  Office of Human Resources and Administration (HRA) 
(006), Office of the Chief Human Capital Officer (OCHCO) (05), Compensation and 
Classification Service (055). 

4. RELATED HANDBOOK/DIRECTIVE. VA Handbook 5007, Pay Administration. 

5. RESCISSIONS. Appendix O rescinds and replaces the sections of VA Handbook 
5007, Part II that pertain to title 5 and hybrid title 38 positions. 

BY DIRECTION OF THE SECRETARY OF VETERANS AFFAIRS: 
 
 
/s/ 
Mark R. Engelbaum  
Assistant Secretary for 
Human Resources and Administration 
 
DISTRIBUTION: Electronic Only
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Appendix O. Setting Initial Rates of Pay for Title 5 and Hybrid Title 38 
Employees 

1. Purpose 
This appendix revises Department of Veterans Affairs (VA) policies and guidance on 
setting basic pay upon initial appointment to VA under title 5 and hybrid title 38 
authorities. 

2. Scope 
This appendix covers title 5 positions under the General Schedule (GS) and Federal 
Wage System (FWS), hybrid title 38 positions, and positions under Schedule 
Policy/Career subject to those pay systems. It excludes title 38 positions not subject 
to the GS pay system, Senior Executive Service/Senior-Level/Scientific & Technical 
positions, members of the Board of Veterans’ Appeals, and positions in the Veterans 
Canteen Service. 

3. Responsibilities 
a. The Secretary, Under Secretaries, Assistant Secretaries, Deputy Assistant 

Secretaries, Other Key Officials, or their delegees, will approve rates of pay for 
employees under their jurisdiction.  

b. Veterans Health Administration Network, Health Service Area, and Facility 
Directors, Veterans Benefits Administration Regional and District Directors, or 
equivalent, first-level senior executives may approve rates of pay for employees 
occupying non-centralized positions in their organizations. This authority may be 
delegated to the next lower-level management official, or to the facility or 
organization’s servicing human resources officer, if authorized by the respective 
Under Secretary, Assistant Secretary, or Other Key Official.  

c. Any official delegated the authority in paragraph 3a. or 3b. above must be at 
least one level higher than the employee’s supervisor, unless there is no official 
at a higher level within VA. A human resources officer with delegated authority 
must ensure that they are higher than the employee’s supervisor in grade or in 
the organizational structure. 

d. Human resources offices will provide technical assistance and guidance to 
management officials on the provisions of this appendix and on exercising their 
discretion to set pay. 

4. Policy 
a. Initial Rate of Pay. The initial rate for a GS or FWS employee will be set at the 

minimum rate of the grade pursuant to 5 C.F.R. 531.211(a), unless the employee 
is eligible and approved for a higher rate under subparagraphs (b) or (c) below. 

https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFR9b085ee4a0f815a/section-531.211
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b. Appointment Above the Minimum Rate (AAMR). Approving officials may set 
the initial rate of pay above the minimum rate of the grade based on the 
employee’s superior qualifications or a special need of VA. AAMRs may only be 
approved for the purpose of enhancing VA’s recruitment efforts. 

(1) Criteria for Approval. 

(a) AAMRs for title 5 employees must be determined using the factors listed 
in 5 C.F.R. § 531.212(b) and (c) for GS employees, or 5 C.F.R. § 
532.403(b) for FWS employees. These criteria include, but are not limited 
to, the level and quality of the candidate’s skills, labor market conditions 
and pay disparities, recent recruitment efforts, and turnover rates. 
Additionally, the approving official must consider the pay approved for 
similarly qualified employees hired for similar positions.  

(b) For hybrid title 38 employees and GS health care personnel and police 
officers under 38 U.S.C. § 7455, AAMR authorizations must include the 
reason for the AAMR (superior qualifications or special needs), including 
specific details and information to establish the reason(s), and the 
methodology used to determine the rate of pay. 

(c) AAMRs may not be based on existing salary, salary history, competing 
salary offers, or solely on the number of years of experience. 

(d) Approving officials must adequately consider other pay authorities, such 
as recruitment incentives and non-pay authorities, before approving an 
AAMR.  This consideration must be documented in writing. 

(2) Approval of AAMRs. 

(a) All AAMRs must be approved, in writing, by the approving official who is 
at least one level higher than the employee’s supervisor, unless there is 
no official at a higher level at VA. 

(b) AAMRs are discretionary and may not be approved on a retroactive 
basis. An employee may not receive a rate above the minimum unless an 
AAMR is approved, in writing, prior to their entrance on duty. 

(c) Approving officials may not authorize an AAMR above step 10 of the 
grade or above any applicable limit to basic pay. 

(d) Note: A pay rate approved under this section may subsequently be used 
as a highest previous rate or to determine pay upon promotion to a higher 
grade. 

(3) Re-appointments and On-Duty Employees. 

https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFR9b085ee4a0f815a/section-531.212
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-532/subpart-D/section-532.403
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-532/subpart-D/section-532.403
https://uscode.house.gov/view.xhtml?req=granuleid:USC-2012-title38-section7455&num=0&edition=2012
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(a) AAMRs may be used for re-appointments only if the employee had a 
break in service of at least 90 calendar days. However, a 90-day break in 
service is not required if the employee was on a time-limited or non-
permanent appointment immediately preceding the new appointment. 

(b) An AAMR may be approved for an on-duty employee only when the 
employee’s position is converted to a hybrid occupation, or when the 
employee is involuntarily reassigned to a hybrid position in a different 
occupational series. 

c. Highest Previous Rate (HPR). Approving officials may set an employee’s pay 
upon appointment based on the employee’s HPR. The HPR must be determined 
in accordance with 5 C.F.R. § 531.221, Maximum Payable Rate Rule, for GS 
employees, and the FWS Operating Manual, Section S8, for FWS employees. 

(1) The approving official may set pay at any step of the grade up to the HPR. If 
the HPR falls between two steps of the grade, the higher step will be 
considered the maximum payable rate. 

(2) The use of HPR is generally discretionary, except in cases where it is 
mandatory, such as an involuntary change to lower grade.  

(3) Approving officials must approve all discretionary HPRs in writing. Without 
written approval, employees are not entitled to a higher rate and will have 
their pay set at step 1 of the grade. 

(4) Rates of basic pay that may be used as HPRs, including conditions for using 
special rates, are listed in 5 C.F.R. § 531.222. This regulation states that: 

(a) The HPR is the highest rate of basic pay an individual previously received 
in any civilian Federal position, regardless of pay system. For GS 
employees, the HPR is the basic pay earned at the highest grade and 
step the employee has held. 

(b) The HPR must be a rate received for an appointment of at least 90 days 
of continuous service without a break in service (see below for VA policy 
on minimum service length).  

(5) Rates of basic pay that may not be used as HPRs are listed in 5 C.F.R. § 
531.223. Examples include a rate earned during a temporary promotion of 
one year or less, a rate received in a position from which the employee was 
reassigned or demoted for not successfully completing a supervisory 
probationary period, and a rate received while serving as an expert or 
consultant under 5 U.S.C. § 3109. 

(6) The following requirements apply to the position on which an HPR is based: 

https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.221
https://www.opm.gov/policy-data-oversight/pay-leave/pay-systems/federal-wage-system/appropriated-fund-operating-manual/subchapter8.pdf
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.222
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.223
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.223
https://uscode.house.gov/view.xhtml?req=granuleid:USC-prelim-title5-section3109&num=0&edition=prelim
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(a) The experience gained in the position must have been of sufficient quality 
to enhance the employee’s qualifications for the position being appointed 
to. 

(b) The employee must have served in the position for at least one year, 
unless factors show that a shorter duration adequately enhanced the 
employee’s qualifications. In no case may the duration be less than the 
90-day minimum established in 5 C.F.R. § 531.222.  

(c) The employee must not have been removed from the position for 
performance or disciplinary reasons. 

(7) HPRs may be approved retroactively only when pay information from prior 
Federal employment is not available at the time of appointment. The following 
requirements apply in such situations: 

(a) Upon appointment, the employee will initially be placed at step 1 of the 
grade and will be subject to normal pay administration rules. Additionally, 
the following statement will be placed in the "Remarks" section of the SF 
50-B: "Pay rate subject to retroactive adjustment upon verification of prior 
Federal service."  

(b) Once the required information on prior Federal employment is obtained, 
the approving official may authorize the HPR and make it retroactively 
effective as of the date of appointment. 

5. Resources 
a. VA Toolkit on Setting Initial Rates of Pay 

b. OPM: Superior Qualifications and Special Needs Pay-Setting Authority 

c. OPM: Maximum Payable Rate Rule 

6. References 
a. 5 U.S.C. § 5333, Minimum rate for new appointments 

b. 5 C.F.R. § 531.212, Superior qualifications and special needs pay-setting 
authority 

c. 5 C.F.R. § 531.221, Maximum payable rate rule 

d. 5 C.F.R. § 531.222, Rates of basic pay that may be used as the highest previous 
rate 

e. 5 C.F.R. § 531.223, Rates of basic pay that may not be used as the highest 
previous rate 

https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.222
https://dvagov.sharepoint.com/sites/OCHCOCompensation/SitePages/Compensation-Toolkit.aspx?xsdata=MDV8MDJ8fDM0NTY1N2M3MzAzYTRiZDcwY2EwMDhkZjBhOThkM2ExfGU5NWYxYjIzYWJhZjQ1ZWU4MjFkYjdhYjI1MWFiM2JmfDB8MHw2MzkyNDEzMjM2NzYyNjE4NjB8VW5rbm93bnxUV0ZwYkdac2IzZDhleUpGYlhCMGVVMWhjR2tpT25SeWRXVXNJbFlpT2lJd0xqQXVNREF3TUNJc0lsQWlPaUpYYVc0ek1pSXNJa0ZPSWpvaVRXRnBiQ0lzSWxkVUlqb3lmUT09fDB8fHw%3d&sdata=ekUyYThieUt3c2oxb3Iyc0tZZUxCMWphdXNOVlFrb0c3NStCSTZxMU02cz0%3d&clickparams=eyAiWC1BcHBOYW1lIiA6ICJNaWNyb3NvZnQgT3V0bG9vayIsICJYLUFwcFZlcnNpb24iIDogIjE2LjAuMjAyMjguMjAxODgiLCAiT1MiIDogIldpbmRvd3MiIH0%3D
https://www.opm.gov/policy-data-oversight/pay-leave/pay-administration/fact-sheets/superior-qualifications-and-special-needs-pay-setting-authority/
https://www.opm.gov/policy-data-oversight/pay-leave/pay-administration/fact-sheets/maximum-payable-rate-rule
https://uscode.house.gov/view.xhtml?req=granuleid:USC-prelim-title5-section5333&num=0&edition=prelim
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFR9b085ee4a0f815a/section-531.212
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFR9b085ee4a0f815a/section-531.212
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.221
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.222
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.222
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.223
https://www.ecfr.gov/current/title-5/chapter-I/subchapter-B/part-531/subpart-B/subject-group-ECFRc37602d52bea362/section-531.223
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7. Definitions 
a. Basic pay. An employee’s rate of pay including their base rate, an LEO special 

base rate, a special rate, a locality rate, and a retained rate, but exclusive of 
additional pay of any other kind. 

b. Title 5 employees. Employees governed by title 5 of the United States Code for 
purposes of appointment and pay. 

c. Hybrid title 38 employees. Employees appointed under the authority of 38 
U.S.C. 7401(3). 

d. GS health care positions. Title 5 positions providing either direct patient care 
services or services incident to direct patient care, as defined in 38 U.S.C. § 
7455. 

e. Approving official. An individual who has been delegated authority to make a 
determination and give approval for an employee’s rate of pay. Approving 
officials for this Appendix are defined in paragraph 3. 

f. Non-centralized position. Any position that is not within the immediate office of 
the Secretary or an Under Secretary, Assistant Secretary, or Other Key Official 
as defined in the VA Functional Organization Manual. 
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