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Section C.  Debt Collection

 PRIVATE INFOTYPE="OTHER" Overview

	In this Section
	This section contains the following topics:


	Topic
	Topic Name
	See Page

	14
	General Information on Debt Collection
	2-C-2

	15
	Processing an Award After a Waiver Is Granted
	2-C-3

	16
	Collecting a Debt When a Waiver Is Denied
	2-C-4


14.  General Information on Debt Collection 

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains general information on debt collection, including 

· elimination of a debt, and

· denial of a waiver.


	Change Date
	August 14, 2006


	a.  Elimination of a Debt
	If a waiver is granted, the debt is eliminated.

Reference:  For information on processing an award after a waiver request is granted, see M21-1MR, Part III, Subpart vi, 2.C.15.


	b.  Denial of a Waiver
	If a waiver request is denied, the method of recovery directly affects the payment of subsequent benefits.

Reference:  For more information on collecting a debt after a waiver request is denied, see M21-1MR, Part III, Subpart vi, 2.C.16.


15.  Processing an Award After a Waiver Is Granted

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on debt collection when a waiver is granted, including

· requirements for processing awards after a waiver is granted, and

· an example of award action following a waiver.


	Change Date
	August 14, 2006


	a.  Processing Awards and Waivers
	If a subsequent award is processed covering the same period for which the waiver is granted, the claimant is entitled to any lump-sum retroactive payments covering that period minus the amount previously waived.

Explanation:  A waived amount cannot be paid again because that would represent a duplicate payment of benefits.


	b.  Example:  Award Action Following a Waiver
	Situation:  A veteran is paid pension based on income of $2,400 for the period December 1, 2000, through November 30, 2001  (Note:  This income represents monthly Social Security benefit of $200.)  She subsequently reports that Social Security income was actually $215 per month or $2,580 per year for the same period.  Subsequently, the veteran’s award is adjusted, creating an overpayment of $180.  The veteran requests a waiver, and VA waives the total amount of the overpayment.  The veteran then submits a letter from Social Security showing her correct gross monthly rate was $200 from December 1, 2000, through November 30, 2001.

Action:  The subsequent award adjustment reflecting the lower rate of Social Security income must include a type 1 withholding of $15 per month.

Rationale:  The type 1 withholding will prevent duplicate payment of benefits for the period during which the overpayment (which VA subsequently waived) was created.


16.  Collecting a Debt When a Waiver Is Denied

 PRIVATE INFOTYPE="OTHER" 
	Introduction
	This topic contains information on debt collection when a waiver is denied, such as

· handling overpayments when a waiver is denied, and

· examples of a

· total withholding of benefits, and

· partial withholding of benefits.


	Change Date
	August 14, 2006


	a.  Handling Overpayments When a Waiver Is Denied
	Use the table below to decide what action must be taken to recoup an overpayment following denial of a waiver request.


	If …
	Then …

	a total withholding is established so that all monthly payments are applied to the debt until the overpayment is recovered in full
	· apply any retroactive, lump-sum payments to that overpayment, and

· take FISA action before the award is authorized.

Reference:  For an example of a total withholding, see M21-1MR, Part III, Subpart vi, 2.C.16.b.

	a repayment plan is set up with a partial withholding 
	· apply any retroactive lump-sum payment covering the period that generated the original overpayment using FISA code 1, and

· enter the amount the beneficiary agreed to pay toward the overpayment each month.

Reference:  For an example of a partial withholding, see M21-1MR, Part III, Subpart vi, 2.C.16.c.


Continued on next page

16.  Collecting a Debt When a Waiver Is Denied, Continued

	b.  Example:  Total Withholding
	Situation:  A veteran receiving pension benefits has an overpayment of $1,500 for which his waiver request has been denied.  His current monthly benefit of $200 is being withheld in full and applied to the overpayment.  (Note:  This withholding is scheduled to continue until the overpayment is recouped.)  The veteran submits unreimbursed medical expenses that would entitle him to a retroactive payment of $1,000.

Action:  That retroactive lump sum of $1,000 must be applied to the overpayment in the account, thereby reducing the debt to $500.


	c.  Example:  Partial Withholding
	Situation:  A veteran receiving pension benefits has an overpayment of $1,500 for which his waiver request has been denied.  His current monthly benefit is $200.  He arranges to have $50 per month withheld from each check until the debt is recouped.  (Note:  This is instead of having his full monthly pension benefit of $200 applied to the debt.)  The veteran submits unreimbursed medical expenses that would entitle him to a retroactive payment of $1,000.

Action:  

· If the retroactive, lump sum payment covers the same time period for which the original overpayment was created, then apply it to the overpayment.  Collect this by inputting FISA code 1 and then entering the amount of the partial withholding to continue collecting against the overpayment until the debt is recovered.

· If the retroactive, lump sum payment does not cover the same time period during which the overpayment was created, then do not withhold it.
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