CHAPTER 24.  REFERRALS FOR ENFORCED COLLECTION


SECTION A. REFERRAL OF AN INDEBTEDNESS TO THE DEPARTMENT OF JUSTICE


24A.01	GENERAL


a.	In a letter dated July 23, 1979, the GAO gave VA authority to refer suitable debts arising under its compensation, pension, education assistance, educational loan, mortgage loan, and medical care programs directly to the DOJ for enforced collection through litigation.


b.	The U.S. Attorney in the judicial district where the debtor resides will litigate debts where the principal balance is less than $500,000.  Claims will be addressed to:  Department of Justice, Central Intake Facility, 1110 Bonifant Street, Suite 220, Silver Spring, Maryland 20910-3312.  Debts where the principal balance is $500,000 or more are to be sent to VACO (047G7) for review and referral to the Commercial Litigation Branch, Civil Division, Department of Justice, Washington, DC 20530.  Claims involving antitrust, fraud, and tax will be sent directly to the U.S. Attorney of jurisdiction, regardless of amount.


c.	Other collection tools such as IRS tax refund offset, reporting to Private Collection Agencies, etc., should be used before referring debts for enforced collection.


d.	The U.S. Attorneys have been asked not to request photocopies of checks until such time as court action is imminent.


e.	VA shall not have any contact with the debtor once a debt is referred to DOJ.  Any communication from the debtor concerning the debt will be referred to the appropriate U.S. Attorney for response.  However, DOJ is to be immediately notified if any payments are received from the debtor.


f.	DOJ delegated VA authority to bring suit in its own right to collect certain benefit debts, see chapter 24, section B


g.	Additional instructions for special programs; i.e., Education Loans, REPS, are located in chapter 25.


24A.02	APPLICATION OF STANDARDS


Debts that are not applicable for compromise, suspension or writeoff are to be promptly referred to the DOJ for litigation when all of the following conditions exist:


(1)	The debtor has been located.


(2)	All demand letters were sent and the debtor was given the opportunity to submit a compromise offer but no response was received; an offer was received and rejected by appropriate authority; the Chief of the Fiscal activity determined that an exploration of compromise was not warranted.


(3)	The debtor was notified, at least 30 days prior to referral, of our intent to refer the debt and no satisfactory response was received.  FL 4-409/FL 4-485 may be used to notify the debtor.


(4)	Financial data indicates that the debtor has the ability to pay the debt in full or in regular monthly installments.


(5)	Fraud is not an issue.


(6)	No other benefit exists to liquidate the indebtedness through administrative offset.


(7)	The Statute of Limitations has not expired.


24A.03	DOLLAR LIMITS FOR DOJ REFERRALS


a.	Debts of less than $600, exclusive of interest and other late payment charges will not be referred to DOJ unless:


(1)	Referral is important to a significant enforcement issue or departmental policy, or


(2)	The debtor not only has the clear ability to pay the claim but the Government can effectively enforce payment.


b.	The U.S. Attorneys in the Judicial Districts listed in Appendix J will only litigate debts in excess of $5,000, exclusive of interest and other costs.  Debts between $600 and $5,000 will be referred to DCs.


c.	The U.S. Attorneys in the Judicial Districts not listed in Appendix J will litigate debts in excess of $1,200, exclusive of interest and other costs.  Debts between $600 and $1,200 will be referred to DCs.


24A.04	DOCUMENTATION


The DOJ referral package will include:


(1)	Claims Collection Litigation Report (CCLR), VA Form 4-9996.  (See chapter 24, section C for instructions for preparing the CCLR.)


(2)	Certificate of Indebtedness (C of I).  The C of I is the last page of the CCLR.


(3)	Proper documentation to support the debt, i.e., VA Form 26-1833, Advice Regarding Indebtedness of Obligors on Guaranteed or Insured Loans, VA Form 10-10, Application for Medical Benefits, etc.


(4)	Commercial Credit Report and VA Form 4-5655, Financial Status Report, if available, and other evidence of the debtor's ability to pay the debt. Credit reports should be no less than six months old at the time of referral and will be obtained from a contractor providing reports under a national GSA contract.


24A.05	ACCOUNTING


Accounts referred to the DOJ will remain on VA's books.  Accounting entries are not required for debts referred for enforced collection.  However, all VA components who refer accounts to DOJ must continue to maintain records reflecting the current status of these referrals.


24A.06	VBA REGIONAL OFFICE PROCEDURES FOR CARS DEBTS


a.	When a debt maintained in CARS is to be referred to DOJ, the Debt Management Center (DMC) will send a VA Form 4-5280, Request for Documentation of Overpayment (EDU), (LG), or (C&P), to the regional office.  The regional office will photocopy documentation requested and return the package (including VA Form 4-5280) to the DMC within 30 days of the date of the request.


b.	The regional office will also screen all other local jurisdiction accounts receivable for additional debts charged to the same person.  If a debt is found that meets referral criteria, a referral package will be prepared regardless of amount of the debt.  The referral package will be sent to the DMC together with the documentation required for the CARS debt.


�
24A.07 COLLECTIONS


a.	The U.S. Attorneys send collections for all debts referred by VA to the St. Paul VARO&IC.  The St. Paul VARO&IC verifies that the amount on the detailed listing equals the amount on the SF 1081 and returns the SF 1081 to Department of Justice, Debt Management Section (DOJ/DMS), within 10 work days.  Both sides of the SF 1081 are to be reported on the station's SF 224, Statement of Transactions, at the end of the month that the SF 1081 is processed.


b.	The St. Paul VARO&IC is responsible for identifying the proper recipient of funds on all SFs 1081 and for transferring the funds to the appropriate regional office, medical center, or VACO Finance Service.  Contact the office of the U.S. Attorney whose name appears on the detailed listing when an amount collected cannot be identified.


c.	Funds that do not belong to VA will be returned to DOJ/DMS.


24A.08 VENDOR DEBTS


a.	Vendor 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 vendor/contractor can be found.  Applicable documentation including a CCLR will be included in the referral package.


b.	When referring a vendor debt to DOJ, an additional copy of the C of I will be prepared and transmitted to Central Office addressed to VACO (047G7) with a request that the indebtedness be published in the Department of the Army's "Holdup List".


(1)	The Army maintains a "Holdup List" of indebted contractors.  They have agreed to include debts of other Federal departments and agencies except for debts involving bankruptcy or fraud.


(2)	Each month, VACO (047G7) will prepare a consolidated list of all the C of I's received during the month and submit the list to the Defense Finance and Accounting Service, Indianapolis Center, ATTN:  DFAS-IN-GB, Indianapolis, IN  46249-0610.  The list will be annotated that the debts have been referred to DOJ for enforced collection.


(3)	After an indebtedness of less than $1,000 has remained on the Department of the Army "Holdup List" for 12 months, (047G7) will request its removal.  However, a debt may be kept on the "Holdup List" for a longer period of time if requested by the station.


24A.09	OTHER NONBENEFIT DEBTS


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 payment, CSRS or FERS.  Applicable documentation including a CCLR must be included in the referral package.


24A.10 REPORT


A monthly Department of Justice Debt Collection Report (RCS 04-0462), VA Form 4-5320a, is required.  See chapter 27 of this part for instructions.


�
SECTION B. REFERRALS OF AN INDEBTEDNESS TO THE DISTRICT COUNSEL


24B.01	STATUTORY AUTHORITY


Public Law 96-466 gave VA authority to bring suit in any court of competent jurisdiction to recover any indebtedness owed to the United States by virtue of a person's participation in a benefits program administered by VA.  In a Memorandum of Understanding between VA and DOJ dated March 3, 1987, the DOJ delegated VA primary responsibility to collect VA benefit debts of $5,000 or less in certain judicial districts (see Appendix J) and $1,200 or less in the remaining districts.  The delegation authorized the DC to file suit and conduct litigation in Federal district courts, bankruptcy courts, or State courts, and to compromise or close claims.


24B.02	GENERAL


a.	The Fiscal activity will prepare and forward the referral package directly to the DC of jurisdiction where the debtor resides.


b.	The DCs are asked not to request photocopies of checks until such time as court action is imminent.


c.	Any communication received from the debtor concerning the debt after referral will be forwarded to the DC for response.


d.	VBA field stations are to screen other local jurisdiction accounts receivable records for additional debts charged to the same person.  The TARGET system should be screened for other debts.


d.	Additional instructions for special programs; i.e., Education Loans, REPS are located in chapter 25.


24B.03	APPLICATION OF STANDARDS


Debts that are not applicable for compromise, suspension, termination or writeoff are to be promptly referred to the DC for litigation when all of the following conditions exist:


(1)	The debtor has been located.


(2)	All demand letters were sent and the debtor was given the opportunity to submit a compromise offer but no response was received; an offer was received and rejected by appropriate authority; the Chief of the Fiscal activity determined that an exploration of compromise was not warranted.


(3)	At least 30 days prior to referral, the debtor was notified of VA's intent to refer the debt for enforced collection and no satisfactory response was received.  FL 4-409/FL 4-485 may be used to notify the debtor (letter should read "DC" instead of "DOJ.").


(4)	Financial data indicates that the debtor has the ability to pay the debt in full or in regular monthly installments.


(5)	Fraud is not an issue.


(6)	No benefits exists to liquidate the indebtedness through administrative offset.


(7)	The Statute of Limitations has not expired.


�
24B.04 DOLLAR LIMITS FOR DC REFERRALS


a.	Debts of less than $600, exclusive of interest and other late payment charges, will not be referred to the DC.


b.	The DCs in the Judicial Districts listed in Appendix J will litigate debts up to and including $5,000, exclusive of interest, administrative costs, and other charges.


c.	The DCs in the Judicial Districts not listed in Appendix J will litigate debts up to and including $1,200, exclusive of interest, administrative costs, and other charges.


24B.05	DOCUMENTATION


The DC referral package will include:


(1)	VA Form 4-5285, Certificate of Indebtedness (C of I).


(2)	Other pertinent documentation.  As a minimum, VA Form 4-5244, CARS Master Record Printout, or VA Form 4-5319, List of Collection Actions, will be furnished.  Other documents will be furnished upon request.  The DCs should not request copies of documents normally filed in the claims folders.


(3)	Commercial Credit Reports.  Current credit reports will be obtained from a contractor providing reports under a national GSA contract.


24B.06	ACCOUNTING


Accounts referred to the DCs will remain on VA's books.  Accounting entries are not required for debts referred for enforced collection.  All VA components who refer debts to the DC will reconcile their records with the DC on a quarterly basis.  As part of the reconciliation process, the DC will acknowledge receipt of the case, the dollar amount referred, and action they have taken on the case to include the reporting of any payments they have received.


24B.07	COLLECTIONS


a.	Collection payments may be accepted by certified check, money order, bank draft, personal check, or cash.


b.	The DCs will forward all payments received by them (on the date of receipt) to the applicable VA office for deposit and application.


c.	Any collections received by field stations on CARS accounts, other than cash, will be transmitted to the St. Paul VARO&IC for deposit and application.  See MP-4, part IV, paragraph 5D.01e(2), for instructions.


d.	Collections are to be timely credited to the proper accounts.  The DC must be notified promptly of the receipt of any collections or changes in an account.


e.	Medical care accounts receivable are maintained locally by medical centers.  Medical centers are to advise the DCs that collections received by them must be deposited to the account of the medical center that referred the debt.


f.	When a personal check is returned by the bank as uncollectible, the Fiscal activity will forward it to the DC who will take appropriate action to collect the amount.  The accounts receivable amount will be increased by the amount of the check if the payment was previously posted.


24B.08	REPORT


A monthly District Counsel Debt Collection Report (RCS 04-0464), VA Form 4-5320b, is required.  See chapter 27 for instructions.


�
SECTION C.  CLAIMS COLLECTION LITIGATION REPORT (CCLR)


24C.01	GENERAL


Section 105.2 of the Federal Claims Collection Standards, 4 CFR 101-105, requires that all debts referred to the Department of Justice (DOJ) for litigation or write off authority be accompanied by a Claims Collection Litigation Report (CCLR), VA Form 4-9996.


24C.02	INSTRUCTIONS FOR PREPARATION OF CCLR


a.	Instructions for the preparation of the CCLR are issued with the VA Form 4-9996.  A copy of VA Form 4-9996 (Appendix K) and instructions (Appendix L) are attached.


b.	Appropriate DOJ Agency Code as listed in Appendix M will be entered at the top of page 1.


