CHAPTER 9.  VA BENEFIT DEBTS OF VA EMPLOYEES


9.01	VA BENEFIT DEBTS OF VA EMPLOYEES


While veteran-Federal employees will be given the same consideration and rights as other veterans, the Debt Collection Act of 1982 (Pub.L. 97-365) permits VA to involuntarily offset an employee's current salary, final salary, lump-sum payment, Civil Service Retirement Fund (CSRF), Federal Employees Retirement System (FERS), or other amounts due the employee to apply to a VA benefit debt if he/she has failed to arrange a satisfactory repayment plan.  However, before involuntary offset of current salary is made, the employee must be properly notified and given the opportunity to exercise certain administrative rights in accordance with the provisions of chapter 10 of this manual.


(1)	New or Current Employees


(a)	Debt Management Center Procedures.  A computer match of VA employee records and CARS accounts receivable records is made quarterly.  A VA employee who has a benefit debt maintained in CARS and who has been properly notified, will be sent notification that he/she has 30 days to pay the debt in full or arrange a satisfactory repayment plan before involuntary offset is made.  If the debtor does not pay the debt in full or does not establish a repayment plan within this time limit, the appropriate payroll activity will be notified to offset current salary at a rate of 15 percent of disposable pay per pay period.


(b)	Regional Office Procedures.  Records should be examined to determine if a benefit debt exists at the time a veteran begins employment at the station.  If the new employee has a debt that is maintained at the field station, offset procedures will be taken as detailed in chapter 10 if a satisfactory repayment plan is not arranged.  If the employee has a debt under CARS jurisdiction or an education loan debt, the station should notify the DMC Employee Debt Coordinator or the St. Paul VARO&IC, respectively, of the debt.


(c)	Medical Center Procedures.  The Fiscal activity should contact the nearest regional office Fiscal activity at the time a veteran begins employment to determine if a benefit debt exists.  Medical Center records should also be researched for debts owed for medical care.


(2)	Terminated Employees


(a)	The field station director will be responsible for delegating responsibility to the Fiscal Officer to verify the existence of an indebtedness at the time a veteran terminates VA employment.  At the time the veteran clears the station, VA regional office Fiscal personnel will query the TARGET System for the existence of an education, compensation, pension, loan guaranty, or education loan debt.  All other field station Fiscal activities will telephone the nearest VA regional office Fiscal activity to determine the existence and status of a debt.


(b)	If a benefit indebtedness balance (which can include a means test or pharmacy copayment debt) is remaining at the time a veteran-employee terminates, resigns, retires, or is separated from employment, and:


1.	Involuntary offset of current salary or benefit payments was being made, final salary and/or lump-sum leave 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.  Procedures for effecting setoff are contained in MP-4, part II, paragraph 5C.03c, and FPM Letter 831-90 dated April 10, 1987.  Prior to offset of final salary payment, lump-sum payment, CSRF or FERS payments, care must be taken to afford the employee certain due process rights.  These due process rights, specified in 4 CFR Section 102 and 5 CFR Section 831, as implemented by 38 CFR 1.911, have already been given to employees who are indebted as a result of their participation in a VA benefit program as part of the standard collection process (38 CFR 1.911).  Therefore, such due process does not have to be duplicated for final salary, lump-sum CSRF or FERS offset.


2.	If a veteran-employee has already voluntarily entered into a repayment agreement with VA and payments under such agreement are current, (i.e., has made timely payments every month for the prior 12-month period) offset will not be made from final salary, lump-sum payment, CSRF or FERS.


NOTE:  Offset of education loans is limited only to those in default status where no repayment plan has been established.  Matured loans in repayment status should not be offset from salary.


