CHAPTER 8  EMPLOYEE DEBTS


SECTION A.  SALARY OVERPAYMENTS AND OTHER NONBENEFIT DEBTS


8A.01	GENERAL


a.	Erroneous payment of pay or allowance debts or other nonbenefit debts owed by federal employees to VA and other Federal agencies may be collected by offset from current salary, final salary, lump sum payment, Civil Service Retirement System (CSRS) or Federal Employees Retirement System (FERS) if the employee is properly notified and given the opportunity to exercise certain administrative rights as detailed in chapter 10.


b.	Consent agreement need not be obtained for debts described below, however, the employee must be notified and given the opportunity to exercise certain administrative rights as stated in chapter 10.


(1)	Debts covering unliquidated travel advances (5 U.S.C. 5705);


(2)	Shortages of funds for which accountable officers are liable (5 U.S.C. 5512 and 5513);


(3)	Debts due for Federal Employee Health Benefits Premiums where an employee elects to continue their health benefit enrollment during periods of nonpay (5 CFR 890.502);


(4)	Deductions required for court ordered alimony and child support payments; and


(5)	IRS levies which have been served upon the Fiscal Officer.


8A.02	DEFINITIONS


(1)	"Employee" means an employee who is or was employed in a civilian capacity by the Federal Government.


(2)	"Pay" means salary, wages, pay, compensation, emoluments, and remuneration for services.  It includes but is not limited to overtime pay; night, standby, irregular and hazardous duty differential; pay for Sunday and holiday work; payment for accumulated and accrued leave; and severance pay.  It also includes expenses of travel and transportation or expenses of transportation of household goods.  It does not include allowances for temporary quarters, real estate, or miscellaneous expenses, even though such payments are for inclusion in the employee's earnings for income tax purposes.


(3)	"Allowances" as they relate to any employee include but are not limited to payments for quarters, uniforms, and overseas cost of living expenses, as well as travel and transportation expenses and relocation allowances.


(4)	A "nonbenefit debt" is any debt that does not arise as a result of participation in a VA benefits program.  An example of this type of debt includes the recovery for the value of lost keys and books, equipment, checks cashed at the canteen service which are subsequently returned marked "insufficient funds," etc.


8A.03	NOTIFICATION TO EMPLOYEE OF AN INDEBTEDNESS


VA Form Letter 4-520a will be used to notify an employee of a salary or other nonbenefit debt.


8A.04	INTEREST, ADMINISTRATIVE COSTS, PENALTIES, AND OTHER CHARGES


Interest, administrative costs, penalties, and other charges will be assessed on all nonbenefit debts in accordance with 4 CFR 102.13.  Interest accrues from the date of initial notification.  Administrative costs accrue beginning 31 days from the date of initial notification.  Penalty charges will be assessed if a debt is not paid in full or in a current repayment plan within 90 days of delinquency, counted from 31 days from the date of the initial demand letter.


8A.05	FINAL SALARY, LUMP-SUM PAYMENT, CSRS AND FERS


a.	If current salary was being offset to apply to a nonbenefit overpayment and a balance is remaining at the time an employee terminates, resigns, retires, or is separated from employment, final salary and/or lump-sum payment will be withheld to apply to the debt.  If a balance still remains after the withholding of final salary and lump-sum payment, the balance should be set off from the employee's CSRS or FERS.


b.	If current salary was not being offset to apply to a nonbenefit overpayment, care must be taken to afford the employee a right to contest either the existence or amount of the debt or, if applicable, request a waiver before offsetting final salary, lump-sum payment, CSRS or FERS.  However, if the Chief of the Fiscal activity determines that there is no other source of recovery and collection of the debt would be jeopardized by deferral of offset, then offset is to commence immediately and notification shall be made at the time offset begins or as soon thereafter as possible.  If waiver is granted in whole or in part, refund of amounts already collected will be made.


8A.06	LIMITED IRS REFERRALS


Ex-employee debts may be referred for IRS tax refund offset in very limited circumstances.  In order to refer a debt to the IRS, all of the following conditions must be met:


(1)	Must be a former employee but excludes employees who transfer to another Government agency.


(2)	Refuses to make voluntary repayment.


(3)	Debt was never disputed or dispute was resolved in favor of the Government.


(4)	Debt cannot be offset from CSRF or FERS because the ex-employee does not have a retirement account.


8A.07	REFERRAL OF NONBENEFIT DEBTS FOR ENFORCED COLLECTION


Nonbenefit debts with a balance of at least $600, exclusive of  interest, administrative costs, penalties, and other charges, that meet the criteria for enforced collection will be referred to the U. S. Attorney in whose judicial district the debtor can be found.  This includes salary overpayments and other nonbenefit debts owed by terminated employees remaining after offset from salary, lump-sum payments, CSRS or FERS.  Applicable documentation including a CCLR will be included in the referral package.


8A.08	WRITEOFF OF SALARY OVERPAYMENTS AND OTHER NONBENEFIT DEBTS


a.	The Chief of the Fiscal activity may write off debts not in excess of $$40,000, exclusive of interest and other charges, where the criteria for write off of debts have been met.  The action taken, reasons for the decision, and the applicable standard(s) that were applied, are to be documented on the appropriate accounts receivable record.


b.	Debts over $40,000 and up to $100,000, exclusive of interest and other charges, are to be submitted to Central Office (047G3) for approval.  Requests are to be signed by the Director and will include a statement of facts summarizing collection action(s) taken and copies of all pertinent documentation, except that a Claims Collection Litigation Report (CCLR) is not required.


c.	Debts in excess of $100,000 are to be submitted to (047G3), together with a CCLR.  VACO (047G3) will review the requests and submit them to DOJ for approval.


�
SECTION B.  TRAVEL DEBTS


8B.01	GENERAL


a.	Unliquidated travel advances, erroneous administrative overpayments of travel vouchers, and debts resulting from relocation benefits are recoverable from an employee without the employee's consent by setoff against current salary, final salary, lump-sum payment, CSRF, FERS, or other amounts due the employee provided he/she is properly notified and given the opportunity to exercise certain administrative rights as detailed in chapter 10.


b.	All debts described in this chapter are due and payable when they are established.  The Finance activity is responsible for providing prompt notification to the debtor.


8B.02	NOTIFICATION TO EMPLOYEE OF AN INDEBTEDNESS


VA Form Letter 4-520a will be used to notify an employee of a travel debt.


8B.03	WAIVER


Debts arising out of payments for transportation, travel, or relocation expenses can be considered for waiver.  Procedures for consideration of requests for waiver of erroneous payments of pay and allowances (which include this type of debt) are found in chapter 21 of this manual and MP-4, Part I, Chapter 8, paragraph 8A.17.


8B.04	TYPES OF TRAVEL DEBTS


a.	Unliquidated Travel Advances


(1)	Advanced travel debts are established if:


(a)	Travel authority is canceled,


(b)	Travel required by travel authority is not performed, or


(c)	Travel Voucher (SF 1012) is insufficient to clear the amount advanced.


(2)	Travel Vouchers to clear travel advances should be submitted as soon as possible but not later than 5 working days after completion of each trip.


(3)	The Fiscal activity will send notification to an employee of an unliquidated advance 30 days old.  If the debtor requests a hearing concerning the validity of the debt, he/she will be given the opportunity to submit material for the record and obtain a review (paper hearing) within the agency before involuntary offset is made.  A paper hearing shall consist of a review of the written evidence of record by the designated hearing official.  If the debtor does not request a hearing concerning the validity of the debt, and the advance is not cleared within 30 days after notification, offset from salary payments will be made.  Salary offset for travel advances are explicitly provided for in 5 U.S.C. 5705 which states that offset can be made without the employee's consent after notification.


b.	Travel Overpayments


(1)	Travel overpayments can occur in the following instances:


(a)	Payments made on a Government Bill of Lading (GBL) on behalf of an employee for household goods insurance (in excess of basic entitlement), excess weight of household goods, or extra services not payable by VA.


(b)	Any amount claimed on a travel voucher that is disallowed.


(c)	Any other erroneous administrative overpayment of travel funds.


(2)	Travel overpayments are due and collectible immediately.  A collection letter will be issued for all charges paid on a GBL for which no entitlement is due and for all amounts overpaid on a travel voucher.


(3)	Offset from current salary to apply to a travel debt can be made without the employee's consent after proper notification in accordance with the provisions of Chapter 10 of this manual.


8B.05	INTEREST, ADMINISTRATIVE COSTS, PENALTIES, AND OTHER CHARGES


Interest, administrative costs, penalties, and other charges will be assessed on all travel debts in accordance with 4 CFR 102.13.  Interest accrues from the date of initial notification.  Administrative costs accrue beginning 31 days from the date of initial notification.  Penalty charges will be assessed if a debt is not paid in full or in a current repayment plan within 90 days of delinquency, counted from 31 days from the date of the initial demand letter.


8B.06	FINAL SALARY, LUMP-SUM PAYMENT, CSRS AND FERS


a.	If current salary was being offset to apply to a travel overpayment and a balance is remaining at the time an employee terminates, resigns, retires, or is separated from employment, final salary and/or lump-sum payment will be withheld to apply to the debt.  If a balance still remains after the withholding of final salary and lump-sum payment, the balance should be set off from the employee's CSRF or FERS.


b.	If current salary was not being offset to apply to a travel overpayment, care must be taken to afford the employee certain due process rights as detailed in chapter 10 before offsetting final salary, lump-sum payment, CSRS or FERS.  However, if the Chief of the Fiscal activity determines that there is no other source of recovery and collection of the debt would be jeopardized  by deferral of offset, then offset is to commence immediately and notification shall be made at the time offset begins or as soon thereafter as possible.


8B.07	LIMITED IRS REFERRALS


Ex-employee debts may be referred for IRS tax refund offset in very limited circumstances.  In order to refer a debt to the IRS, all of the following conditions must be met:


(1)	Must be a former employee but excludes employees who transfer to another Government agency.


(2)	Refuses to make voluntary repayment.


(3)	Debt was never disputed or dispute was resolved in favor of the Government.


(4)	Debt cannot be offset from CSRF or FERS because the ex-employee does not have a retirement account.


8B.08	REFERRAL OF TRAVEL OVERPAYMENTS FOR ENFORCED COLLECTION


If a terminated employee has a balance of at least $600, exclusive of interest, remaining on a debt after offset from salary, lump-sum payment, CSRF, or FERS, the debt will be referred for enforced collection to the United States Attorney in whose judicial district the debtor can be found.


8B.09	WRITE-OFF OF TRAVEL OVERPAYMENTS


a.  The Chief of the Fiscal activity may write off travel debts not in excess of $40,000, exclusive of interest and other charges, where the criteria for write off of debts have been met.  The action taken, reasons for the decision, and the applicable standard(s) that were applied, are to be documented on the appropriate accounts receivable record.


b.	Debts over $40,000 and up to $100,000, exclusive of interest and other charges, are to be submitted to Central Office (047G4) for approval.  Requests are to be signed by the Director and will include a statement of facts summarizing collection action(s) taken and copies of all pertinent documentation, except that a Claims Collection Litigation Report (CCLR) is not required.


c.	Debts in excess of $100,000 are to be submitted to (047G4), together with a CCLR.  VACO (047G4) will review the requests and submit them to DOJ for approval. 


