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0801  Overview 
 
This chapter establishes the Department of Veterans Affairs’ (VA) financial policy 
relating to collection actions taken to recover monies owed to the VA.  
 
Key points covered in this chapter: 
• VA will actively pursue the collection of all debts while ensuring the debtor is advised 

of their due process rights regarding the nature and amount of the debt through the 
issuance of a proper Notice of Indebtedness (NOI), also known as a demand letter; 

• A NOI should contain certain data elements such as the amount of the debt, 
response timelines, and the debtor’s due process rights;  

• VA will suspend collection actions on a debt if the debtor disputes the debt or 
requests a waiver within the time period specified in the NOI; and, 

• Outstanding debt will be referred for collection, including enforced collection if the 
debtor does not respond timely to a NOI. 

 
 
0802  Revisions 
 

Section Revision Office Reason for 
Change 

Effective 
Date 

All New Chapter OFP 
(047G) 

Provide policy on 
notice of 
indebtedness 

February 
2021 

 
 
0803  Definitions 
 
Administrative Costs – Administrative costs are the average costs incurred for 
processing and handling delinquent debts. Administrative costs are recalculated and 
updated annually by VA. 
 
Compromise – Governed by 31 U.S.C. § 3711, a compromise is an offer and 
acceptance of partial payment in settlement and satisfaction of the offeror’s 
indebtedness as it exists at the time the offer is made. It is a final settlement, binding on 
the parties to the compromise unless procured by fraud, misrepresentation of a material 
fact, or mutual mistake of fact. 
 
Debt Collection – The process of pursuing repayment of a debt owed to VA. 
 
Delinquency Notice – Notification of a past due debt. 
 
Dispute – Right of a debtor to contest the legitimacy of a debt, both as to the existence 
and the amount. 
 



Department of Veterans Affairs February 2021 
Notice of Indebtedness (NOI) Volume XII – Chapter 8 

 3 

Due Process – Providing debtors with notice of intended debt collection actions and the 
opportunity to dispute the debt or amount, request a waiver when applicable, or 
negotiate a compromise of the debt.  
 
Enforced Collection – The referral of a delinquent debt to Office of General Counsel 
(OGC) or Department of Justice (DOJ) for collection by securing a judgment against the 
debtor through litigation. 
 
Notice of Indebtedness (NOI) – Written communication sent by VA providing the 
debtor with notification of the existence and amount of the debt, payment remittance 
information, accrual of interest, penalties, and administrative costs, and due process 
rights. A NOI is sometimes referred to as a demand letter. 
 
Suspension of Collection – Temporary delay of collection actions on a debt.  
 
Termination of Collection Action –  A decision, under the guidance of the Federal 
Claims Collection Standards 31 C.F.R. § 903, to cease active collection action on a debt 
when it appears that no person liable on the claim has the present or prospective ability 
to pay a significant amount of the claim or the cost of collecting the claim is likely to be 
more than the amount recovered. 
 
Waiver – A decision that conditions exist which should result in cancellation, 
forgiveness, or non-recovery of a debt owed, including interest and other late payment 
charges assessed on such debts under the applicable statutes and implementing 
regulations 38 C.F.R. § 1.955 through 38 C.F.R. § 1.969. 
 
 
0804  Roles and Responsibilities  
 
Debt Management Center (DMC) is a franchise fund (fee-for-service) organization in 
VA. The DMC offers a wide range of debt management services including debt 
resolution activities, (waivers, compromises, etc.) and is responsible for debt referral to 
the Treasury Cross-Servicing program.  
 
Chief of the Local Finance Activity is responsible for ensuring compliance with 
policies and procedures for VA’s debt collection activities. Any reference to the Chief of 
the Local Finance Activity also includes the: Staff Office and Administration Chief 
Financial Officers, Director of the Debt Management Center (DMC), Director of the 
Financial Service Center (FSC) where appropriate, as well as Chief Fiscal Officers in 
VA Medical Centers, Chief Finance Officers in Regional Offices, and Chief Fiscal 
Officers in the Consolidated Patient Account Centers (CPAC). 
 
 
0805  Policies 
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080501  General Policies 
 
A. Upon discovery of a debt, VA will establish a receivable in the system of record and 

a NOI will be sent. VA will ensure due process is afforded to all debtors by promptly 
notifying each debtor of their rights.  

 
B. VA will send the debtor a NOI as soon as possible after the accrual or establishment 

of a debt in accordance with 31 C.F.R. § 901.2. The written demand for payment 
should inform the debtor of the amount of the debt and the reason the debt occurred, 
the consequences of not resolving the debt and the debtor’s due process rights. The 
specific content, timing, and number of letters sent to the debtor will depend on the 
type and amount or the debt as well as the debtor’s actions. 

 
C. In accordance with 38 C.F.R. § 1.910, VA will take collection action on a timely 

basis, with effective follow-up, to collect all claims for money or property arising from 
its activities.  

 
 

080502  NOI Content 
 
A. In accordance with 31 C.F.R. § 901.2, a NOI must include at a minimum the 

following information in order to be legally defensible: 
 
1. The amount of the debt; 

 
2. Reason the debt occurred and the time period or date of the debt; 

 
3. Debtor’s right to a copy of the debt and supporting documents; 

 
4. Timeline for debtor to submit a dispute; 

 
5. Debtor’s rights and the remedies available, as appropriate to the type of debt, 

such as the right to: 
• Dispute the existence or amount of a debt, 
• Request a waiver or a hearing, 
• Appeal a decision, or 
• Request a repayment plan; 

 
6. The name, address, and phone number of a contact person or office within the 

agency; 
 

7. The date by which payment should be made to avoid late charges and/or 
enforced collection; 
 

8. VA’s intent to charge interest, administrative costs, and penalty charges as 
appropriate to the type of debt, should the debt become delinquent; and 
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9. VA’s intent to refer the debt for enforced collection if no action is taken by the 

debtor.  
 

NOI’s may contain more information than the above but may not contain less.  See 
Appendix A for a sample NOI 

 
B. In accordance with 38 C.F.R. § 1.910, generally only one demand letter is required, 

but follow up letters may become necessary, at 30-day intervals, if the debtor still 
has not made payment. If full payment has not been received or a repayment plan 
has not been established, the Chief of the Local Finance Activity will send follow-up 
NOIs (i.e., delinquency notices). Delinquency notices will contain the original debt 
amount along with any interest, administrative fees, and penalty charges that have 
accrued since the original NOI. Delinquency notices are sent every 30 days after 
original notification for as long as VA is pursuing collection of the debt. For more 
information on interest, administrative costs and penalty charges, refer to VA 
Financial Policy Volume XII, Chapter 9 – Interest, Administrative Costs and Penalty 
Charges.  

 
C. VA will not send delinquency notices when a determination is made that it is not cost 

effective to continue collection activities. For more information on terminating 
collecting actions, refer to VA Financial Policy Volume XII, Chapter 13 – Termination 
of Collection Action, Write Off, Debt Close Out, and Reporting Discharge of Debt to 
IRS. 
  

D. VA will maintain copies of all NOIs and delinquency letters or be able to provide 
evidence from a VA system that these letters were sent.   

 
E. All requests for waivers or compromises will be forwarded to the appropriate 

Committee on Waivers and Compromises (COWC) or deciding official. For more 
information on waivers and compromises, refer to VA Financial Policy Volume XII, 
Chapter 11 – Committee on Waivers and Compromises (COWC) with Subchapters 
A-E. 

 
 
080503  NOI Response 

 
A. In accordance with 38 C.F.R. § 1.941, and 31 C.F.R. § 903.2, if the debtor notifies 

the VA in writing within the time period specified in the NOI, that any portion of the 
debt, is disputed, or requests a waiver, VA shall suspend collection activity related to 
the debt until the dispute is settled or a waiver decision is made. For more 
information on suspensions, refer to Chapter 12 – Suspension of Debt Collection.  
 

B. If the debtor does not respond to the original NOI or delinquency notices, VA will 
refer the debt for collection, including enforced collection when appropriate. For 
more information on enforced collection, refer to VA Financial Policy Volume XII, 
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Chapter 15 – Treasury Offset Program and Treasury Cross Servicing and Referrals 
for Enforced Collection (Litigation). 

 
 

0806  Authorities and References 
 
5 U.S.C. § 5584, Claims for overpayment of pay and allowances, and of travel, 
transportation and relocation expenses and allowances  
 
31 C.F.R. Part 901, Standards for the Administrative Collection of Claims  
 
31 C.F.R. Part 903, Standards for Suspending or Terminating Collection Activity 
 
31 U.S.C. § 3711, Collection and compromise 
 
38 C.F.R. §§ 1.910-1.929, Standards for Collection of Claims  
 
38 C.F.R. § 1.941, Suspension of collection activity 
 
38 C.F.R. §§ 1.950-1.970, Referrals to GAO, Department of Justice, or IRS 
 
38 C.F.R. § 17.105, Waivers 
 
38 U.S.C. § 5302, Waiver of recovery of claims by the United States 
 
Department of Veterans Affairs Forms  
 
https://www.pay.va.gov/  
 
 
0807  Rescissions 
 
None 
 
 
0808  Questions 
 
Questions concerning these financial policies should be directed as follows: 
 
VHA VHA CFO Accounting Policy (10A3A) (Outlook) 
VBA      VAVBAWAS/CO/OPERATIONS (Outlook) 
DMC                                                       VAVBASPL/DMC/BDEV (Outlook) 
All Others     OFP Accounting Policy (Outlook) 
 

https://uscode.house.gov/view.xhtml?req=granuleid:USC-prelim-title5-section5584&num=0&edition=prelim
https://uscode.house.gov/view.xhtml?req=granuleid:USC-prelim-title5-section5584&num=0&edition=prelim
https://www.ecfr.gov/cgi-bin/text-idx?SID=071070e7f72fa579de59f9d1092cd4f9&mc=true&node=pt31.3.901&rgn=div5
https://www.govinfo.gov/content/pkg/CFR-2011-title31-vol3/xml/CFR-2011-title31-vol3-part903.xml
https://uscode.house.gov/view.xhtml?hl=false&edition=prelim&req=granuleid%3AUSC-prelim-title31-section3711&num=0&saved=%7CZ3JhbnVsZWlkOlVTQy1wcmVsaW0tdGl0bGUzMS1jaGFwdGVyMzctc3ViY2hhcHRlcjE%3D%7C%7C%7C0%7Cfalse%7Cprelim
https://www.ecfr.gov/cgi-bin/text-idx?SID=6e3c0e655db3b100d3bb106beb9fee60&mc=true&node=sg38.1.1_1907.sg22&rgn=div7
https://www.govinfo.gov/content/pkg/CFR-2002-title38-vol1/pdf/CFR-2002-title38-vol1-sec1-941.pdf
https://www.ecfr.gov/cgi-bin/text-idx?SID=6e3c0e655db3b100d3bb106beb9fee60&mc=true&node=sg38.1.1_1945.sg25&rgn=div7
https://www.govinfo.gov/content/pkg/CFR-2013-title38-vol1/pdf/CFR-2013-title38-vol1-sec17-105.pdf
https://uscode.house.gov/view.xhtml?req=granuleid:USC-prelim-title38-section5302&num=0&edition=prelim
http://vaww.va.gov/vaforms/
https://www.pay.va.gov/
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Appendix A: Sample Notice of Indebtedness Letters 
 

 
 

101 Letter- 1st NOI 
active benefits 
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100 Letter- 1st NOI 
No benefits 
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102 Letter- 1st NOI 
Special Payment 
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140 Letter- 
Change in 

benefit status 
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109 Letter- 2nd NOI 
Addition of interest and 

admin fees 
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072 Letter-  
Collection suspended 

for deployment  
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