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incomplete or unclear. For example, the regulation requires that certain pieces of 
information be included in the letter notifying service members of DOD-related 
debts. However, we found that the letter’s template in the Debt Collection 
Regulation is missing two of the required pieces of information, including that any 
portion of a debt remaining at the time of separation may be collected from the 
service member’s final pay and allowances. Additionally, the regulation does not 
clearly state whether or when to suspend collection actions during the review 
process for service members formally disputing their debt. As a result, the 
military services (Army, Navy, Air Force, and Marine Corps) and the Defense 
Finance and Accounting Service (DFAS)—which carry out the regulation—do not 
have clear direction when administering debt collection activities, which has led 
to inconsistent application. Further, service members may not be fully informed 
of the rights and protections to which they are entitled. 

GAO also found that the military services’ debt collection policies and procedures 
do not consistently follow the DOD Debt Collection Regulation. Specifically, debt 
notification letters that GAO reviewed did not consistently include all 18 pieces of 
information required by the DOD Debt Collection Regulation. For example, 
letters did not explain service members’ right to a written decision of a review or 
their right to inspect and copy records related to the debt. Further, the military 
services’ policies and procedures often were not current, complete, or clear. As a 
result, some service members may not have been properly notified of their debt, 
their rights to dispute it, or the potential consequences of inaction, such as 
involuntary payroll deduction. Unless the military services and DFAS fully 
incorporate the DOD Debt Collection Regulation into their respective policies and 
procedures, service members will likely continue to receive inaccurate and 
incomplete information about their debts and related rights and protections. 
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441 G St. N.W. 
Washington, DC 20548 

February 15, 2019 

The Honorable James M. Inhofe 
Chairman 
The Honorable Jack Reed 
Ranking Member 
Committee on Armed Services 
United States Senate 

The Honorable Adam Smith 
Chairman 
The Honorable Mac Thornberry 
Ranking Member 
Committee on Armed Services 
House of Representatives 

The Department of Defense (DOD) sometimes overpays service 
members due to errors in administrative processing of pay and 
allowances, and calculating pay and leave. DOD attempts to recover 
these debts through Debt Collection Offices located throughout the 
military services (Army, Navy, Air Force, and Marine Corps), and the 
Defense Finance and Accounting Service (DFAS)—the office within DOD 
that provides payment services to service and civilian personnel, retirees 
and annuitants.1 The debt collection process starts with the Debt 
Collection Office sending a debt notification letter informing the service 
members of the debt, repayment options, and due process rights. 
Potential consequences for not repaying the debt can include involuntary 
payroll deductions, interest penalties, and credit bureau reporting. 

DOD has acknowledged that collection actions related to overpayments 
have placed undue burden on service members and their families—
including financial hardship, garnishment of wages, and damage to credit 
scores. DOD’s efforts to recoup approximately $22 million in cash 
bonuses and other incentives paid to service members in the California 
Army National Guard from 2004 through 2010 received extensive media 
coverage. In response, in October 2016, the Secretary of Defense said he 

                                                                                                                     
1According to the DOD Financial Management Regulation, Debt Collection Office refers to 
the office or individuals, or any other organizational element at the DOD component level 
primarily responsible for establishing and collecting debt for the component. DOD 
7000.14-R, Financial Management Regulation, vol. 16, ch. 1, § 010203 (Feb. 2018). 
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was suspending debt collection activities from affected service members 
until he could ensure that the process was fair and efficient. Further, he 
stated that affected service members would have decisions on their cases 
completed no later than July 2017. While DOD initially took actions to 
recoup some of these payments, guidance from the Office of the 
Secretary of Defense in October 2016 and the National Defense 
Authorization Act for Fiscal Year 2017 allowed for the waiver or other 
forgiveness of debt for most of the affected California National Guard 
service members.2 

House Report 115-200 accompanying the National Defense Authorization 
Act for Fiscal Year 2018 included a provision for GAO to study DOD’s 
process for recouping overpayments made to service members.3 This 
report evaluates the extent to which (1) the DOD Debt Collection 
Regulation is clear, and (2) military services’ and DFAS policies and 
procedures follow DOD’s Debt Collection Regulation.4 

To address our first objective, we reviewed and analyzed documents 
applicable to DOD debt collection, including DOD’s Financial 
Management Regulation (FMR), which includes the DOD Debt Collection 
Regulation; the DOD Financial Management Regulation Revision 
Standard Operating Procedures; and debt and claims information on 
DFAS’ website. Specifically, we reviewed these documents for 
consistency and clarity. We reviewed applicable laws and other federal 
regulations and guidance, including the Department of the Treasury 
(Treasury) Bureau of the Fiscal Service’s Managing Federal Receivables, 
applicable sections of the Code of Federal Regulations, and the U.S. 
Code.5 To better understand DOD’s FMR, including the DOD Debt 
Collection Regulation, we interviewed officials representing the 

                                                                                                                     
2Pub. L. No. 114-328 § 671(c) , 130 Stat. 2000, 2174-2178 (2016); Secretary of Defense 
Press Release, Statement from Secretary of Defense Ash Carter on California National 
Guard Bonus Payments, Release No. NR-379-16 (Oct. 26, 2016).  

3H.R. Rep. No. 115-200, at 141 (2017). 

4This report uses “DOD Debt Collection Regulation” to refer to Financial Management 
Regulation, Volume 16. The scope of our report focused on Chapters 1-4 of Volume 16. 

5The scope of our report focused on three main statutory provisions (37 U.S.C. § 1007; 31 
U.S.C. § 3716; and 5 U.S.C. § 5514) that pertain to salary and administrative offset of 
DOD employee and service member debt owed to DOD. We recognize that additional 
laws dealing with non-DOD debt collection with separate rules and regulations exist; 
however, those laws are outside the scope of this audit.  
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Comptroller of the Office of the Under Secretary of Defense (OUSD 
Comptroller), DFAS, and the military services. 

To address our second objective, we reviewed and analyzed the military 
services’ policies and procedures that are designed to implement the 
FMR and govern debt management and collection, and compared them 
to the requirements of the DOD Debt Collection Regulation.6 We focused 
on requirements addressing due process (debtor notification and the 
opportunity to dispute), debt forgiveness (waivers and remissions), and 
credit bureau reporting. We compared templates of the letters notifying 
service members of their debt in the military services’ policies and 
procedures with the requirements and sample templates for those 
notification letters in the DOD Debt Collection Regulation. We also 
interviewed and, where appropriate, obtained documentation from agency 
officials at the military services and DFAS. 

We randomly selected a non-generalizable sample of 50 Debt Collection 
Offices across the military services and DFAS based on the listings of 
Debt Collection Offices officials provided to us.7 We asked that each of 
these offices provide one debt notification letter issued between January 
2016 and May 2018 to service members who were serving in the military 
at the time the letter was issued.8 We asked Debt Collection Offices that 
                                                                                                                     
6While the military services confirmed that the documents they provided to us were current 
as of March 2018, we did not confirm that the documents encompassed all documentation 
relevant to their debt collection policies and procedures. The military services’ policies and 
procedures vary in length, purpose, and audience. Each service provided multiple 
documents, with some documents pertaining to military pay generally, while others may 
pertain specifically to only travel or pay and allowances. For example, they include 
comprehensive pay system manuals, instruction manuals that focus specifically on travel-
incurred debt, standard operating procedures, training guides, and fact sheets. 

7DOD officials compiled a list of 392 Debt Collection Offices (225 Air Force; 97 Army; 63 
Navy; 7 Marine Corps) in total across the military services; in addition, DFAS is 
responsible for 36 Debt Collection Offices on behalf of the Army. We did not verify that the 
list of the 392 Debt Collection Offices was a complete universe because our non-
generalizable sampling methodology did not require this confirmation. We used that list to 
generate a random sample of 50 Debt Collection Offices (31 Air Force; 11 Army; 7 Navy; 
1 Marine Corps) from which to request debt notification letters.  

8Of the 50 debt notification letters requested, we received 49 items for testing, which had 
been issued to service members that incurred debt and were serving between January 
2016 and May 2018. Forty-seven Debt Collection Offices sent us copies of actual letters 
sent. Two Debt Collection Offices had not sent any letters during the time period 
requested, and therefore provided us with templates from their policies and procedures 
instead. One Debt Collection Office did not issue any debt notification letters during the 
time period requested and did not have an available template to provide us. 
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had not issued a debt notification letter during this time period to instead 
provide a debt notification letter template that would be used if a service 
member were to be notified of a new debt. Additionally, we asked DFAS, 
which is responsible for processing debt for separated service members, 
to provide ten debt notification letters issued to service members who 
separated from service prior to fully repaying a DOD debt, one letter 
issued to a military retiree, and one letter issued to a military annuitant 
between January 2016 and May 2018.9 We compared the information in 
these debt notification letters with the requirements listed in the DOD 
Debt Collection Regulation. Appendix I contains a more detailed 
description of our scope and methodology. 

We conducted this performance audit from September 2017 to February 
2019 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 

 
 

 
Several laws, as well as rules, guides, policies, and instructions from 
DOD and Treasury, outline procedures for collecting DOD employee 
debts, including the recoupment (repayment) of service member 
overpayments. DOD civilian employee and service member debt 
collection is authorized by three key statutory provisions—one specific to 
uniformed service members (37 U.S.C. § 1007) and two generally 
applicable to federal debt collection across the federal government but 
also applicable to uniformed service members in some situations (31 
U.S.C. § 3716 and 5 U.S.C. § 5514). Table 1 lists these statutory 

                                                                                                                     
9Of the ten debt notification letters requested, we received nine letters issued to members 
who had separated from service with a DOD related debt between January 2016 and May 
2018, and one related to a civilian employee that we did not include in our analysis. 

Background 

Provisions Governing 
DOD Debt Collection 
Activities 
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provisions, the responsible DOD components when collecting debts 
under them, and the employees they apply to.10 

Table 1: Key Department of Defense (DOD) Debt Collection Statutory Provisions and DOD Components’ Collection 
Responsibilities 

Statutory Authority DOD Component Employee Status 
37 U.S.C. § 1007 
Allows DOD to offset (deduct) from a service member’s pay 
for the collection of debts that are administratively 
determined to be owed to a DOD Component by the service 
member. This is known as salary offset. 

Military Services Service members currently serving  
Defense Finance and 
Accounting Service 
(DFAS) 

Service members currently serving, military 
retirees, and annuitants 

31 U.S.C. § 3716 
Allows for the withholding of funds payable by the United 
States (including funds payable by the United States on 
behalf of a State government). This is known as 
administrative offset. 

DFAS Service members no longer serving and not 
receiving military retiree pay or annuities 

DFAS DOD civilians no longer employed 

5 U.S.C. § 5514 
Allows DOD to deduct from service members’, DOD civilian 
employees’, and other employees’ current pay or salary 
accounts. This is known as salary offset. With regard to 
debts owed to DOD or its components (as opposed to debts 
owed to other federal agencies),the statute only applies to 
DOD civilian employees  

DFAS DOD civilians currently employed and service 
members currently serving who have non-DOD 
debt 

Source: GAO analysis of DOD Financial Management Regulation. | GAO-19-61 

These statutory provisions are implemented by the DOD Debt Collection 
Regulation, found in FMR Volume 16, which addresses the agency-wide 
requirements for collecting and managing debts owed to DOD, including 
debts resulting from service member overpayments.11 The DOD Debt 
Collection Regulation, first published in Volume 16 in January 2016, 
consolidated debt collection regulations previously found in other FMR 
volumes and associated chapters.12 The military services and DFAS are 
required to manage their activities consistent with the FMR. This 
requirement includes developing and administering the military services’ 
                                                                                                                     
10DOD components include many organizations and offices across DOD. For this report, 
we use “DOD components” to refer to the military services—Army, Navy, Air Force, and 
the Marine Corps—and DFAS.  

11DOD 7000.14-R, Financial Management Regulation, vol. 16. Volume 16 applies to all 
debts owed to DOD by any person, organization, or entity except another federal agency. 
In addition to service members, for example, the policy covers collection of debt from DOD 
civilian employees, DOD contractors, and foreign entities.  

12Since January 2016, there have been updates to the FMR in keeping with the Financial 
Management Regulation Revisions Standard Operating Procedures to revise and reissue 
chapters biennially, or more frequently as necessary. 
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debt collection policies and procedures consistent with the DOD Debt 
Collection Regulation. 

 
The FMR requires that each DOD component establish and maintain a 
debt management program that identifies, recovers, and collects debts 
owed by DOD civilian employees and service members.13 Each DOD 
component must clearly designate one or more offices, known as Debt 
Collection Offices, responsible for the recovery and collection of debts. 
These offices must ensure that debtors are afforded due process in 
accordance with the DOD Debt Collection Regulation. The DFAS Debt 
and Claims Management Office provides assistance in collecting debt 
from former DOD civilian employees and service members, and when 
collection by salary offset is not available because the debtor is no longer 
paid by DOD and has not agreed to pay the debt. Table 2 details the roles 
and responsibilities for the DOD offices that collect debt from DOD civilian 
employees and service members. 

Table 2: Roles and Responsibilities of Department of Defense (DOD) Offices Collecting Debt from DOD Civilian Employees 
and Service Members 

DOD Office Roles and Responsibilities 
Debt Collection Office • Establishes and collects debt for the military services 

• Conducts initial debt collection actions and complies with due process procedures, 
consisting of a notice and an opportunity for review 

• Ensures that service members are afforded all legal rights relative to collection of a debt 
due to overpayments of pay and allowances 

• Processes service member requests for remissions of indebtednessa 
Defense Finance and Accounting 
Service’s Debt and Claims 
Management Office 

• Manages the collection of delinquent debts owed to DOD by former employees who are no 
longer paid by DODb 

• Provides debt collection services if a military service’s Debt Collection Office that 
established the debt cannot collect a debt through salary offset (payroll deduction) 

• Ensures due process is provided prior to administrative offset, which is the withholding of 
funds payable by the United States, if a referring Debt Collection Office that established the 
debt did not already provide due process 

• Makes determinations on applications requesting waiver of indebtedness from service 
members and DOD civilians 

Source: GAO analysis of DOD Financial Management Regulation. | GAO-19-61 

                                                                                                                     
13Such programs, although required to be aggressive, should be fair, according to the 
Bureau of the Fiscal Service’s Managing Federal Receivables (March 2015). Additionally, 
DOD may terminate active collection if all appropriate means of collection have been 
pursued and the debt is determined to be uncollectible. Appendix II provides examples of 
where DOD may be flexible in enforcing debt collection, such as granting debt forgiveness 
or providing other forms of debt relief.  

Roles and Responsibilities 
in DOD Debt Collection 
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aAccording to the Defense Finance and Accounting Service, a remission is the cancellation of a debt 
or portion of a debt. 
bAccording to Financial Management Regulation, Volume 4 (February 2016), debts are delinquent 
when not paid by the date specified in the initial written demand for payment unless other satisfactory 
payment arrangements have been made. Delinquent debts are aged from the date of delinquency. 
DOD 7000.14R, Financial Management Regulation, vol. 4, ch. 3, § 030210 (Feb. 2016). 
 

 
The basic elements for collecting DOD civilian employee and service 
member debts include providing the debtor with a written notice of the 
debt, performing follow-up actions, and completing the debtor’s case file 
(see fig. 1). 
 
 

Figure 1: Elements of Department of Defense (DOD) Debt Collection Process for DOD Civilian Employees and Service 
Members 

 
 

A debt, including one resulting from an overpayment, is generally 
established when the DOD component determines that there is a debt 
and identifies its exact amount. The DOD component’s initial 
determination triggers the debt collection process through the military pay 
office within the military service, which is responsible for initial debt 
collection and due process procedures. These procedures include issuing 
debt notification letters to inform debtors of their debt and debt collection 
rights, including the right to request a waiver (the relinquishment of a 

DOD Debt Collection 
Cycle for DOD Civilian 
Employees and Service 
Members 
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claim against an individual for a debt resulting from erroneous payments 
of pay or allowances) or remission (the cancellation of a debt or portion of 
a debt).14 Initial debt collection procedures also include providing the 
debtor with an opportunity for review—to request that the relevant Debt 
Collection Office to validate the details of the debt and allow the service 
member to dispute those facts. The component’s Debt Collection Office 
will attempt to collect the debt by voluntary or involuntary payroll 
deductions—actions referred to as salary offset. 

If the debt cannot be collected through salary offset, the DOD 
component’s Debt Collection Office will refer the debt to the DFAS Debt 
and Claims Management Office for debt collection services. This typically 
occurs when a service member separates without an agreement to repay 
the debt. The DFAS Debt and Claims Management Office will assume 
responsibility for debt collection and will attempt to obtain voluntary 
repayment of the debt from the debtor. If still unable to collect, the DFAS 
Debt and Claims Management Office will refer the debt to Treasury for 
administrative offset, which is the withholding of funds payable by the 
United States. Federal agencies are required to refer any debts more 
than 120 days delinquent to the Treasury Offset Program for recovery by 
centralized administrative offset.15 According to the FMR, debts are 
delinquent when not paid by the date specified in the initial written 
demand for payment unless other satisfactory payment arrangements 
have been made.16 The DFAS Debt and Claims Management Office may 
also refer the debt to the Department of Justice (Justice) for litigation. 
Figure 2 shows the general flow of debt collection referrals. 

                                                                                                                     
14See Appendix II for information on the application of waivers, remissions, and other 
forms of debt relief. 

15The Treasury Offset Program allows agencies to submit debts to one centralized location 
for offset of all eligible federal and state payments. Federal agencies are encouraged to 
submit delinquent debts to the Treasury Offset Program as early as 60 days after the 
required debt notification letter is sent to the debtor.  

16According to Financial Management Regulation, Volume 4 (February 2016), delinquency 
starts one day after the payment due date or other agreed upon date, depending on the 
agreement or instrument. Delinquent debts are aged from the date of delinquency. DOD 
7000.14R, Financial Management Regulation, vol. 4, ch. 3, § 030210 (Feb. 2016) 
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Figure 2: General Flow of Debt Collection Referrals for Department of Defense (DOD) Civilian Employee and Service Member 
Debt 

 
 
 
The Debt Collection Improvement Act of 1996 requires that all federal 
agencies, including DOD, report delinquent debts to credit bureaus.17 The 
DFAS Debt and Claims Management Office must follow Treasury 
guidance when carrying out credit bureau reporting. This guidance states 
that debts may be reported to credit bureaus no earlier than 60 days from 
the date a debtor is notified of the intention to report the debt to a credit 
bureau.18 Other conditions must be met before delinquent debt can be 
reported to credit bureaus. For example, the DFAS Debt and Claims 
Management Office must have determined that a service member has not 
filed for a review of the debt and that a decision regarding a waiver or 
remission is not pending. In addition, service members must have been 
provided with an opportunity to dispute the validity or amount of the debt, 
and to contest the involuntary repayment schedule. 

DFAS officials stated that the DFAS Debt and Claims Management Office 
must report delinquent debts to four credit bureaus—Experian, Equifax, 
TransUnion, and Innovis—and submit the information using Metro 2 (the 
standard format credit bureaus use to accept credit information). These 
debts are reported by DFAS as “government overpayment” in the Metro 2 

                                                                                                                     
17Credit bureaus are major consumer and commercial credit reporting agencies that have 
agreements with government agencies to receive and integrate credit information from 
federal agencies and private sector entities into their respective databases. This 
information is sold to purchasers of credit data (in the form of credit reports, for example). 
The credit report is used largely to determine creditworthiness, conduct credit scoring, and 
assist with collection efforts. 

18According to DFAS and military service officials, the DFAS Debt and Claims 
Management Office is responsible for reporting delinquent debts to credit bureaus. 

DOD Credit Bureau 
Reporting 
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“Account Type” field, which distinguishes government overpayment debt 
from other debts. 

 
 

 

 

 

 
 
The DOD Debt Collection Regulation specifies when a debt notification 
letter must be issued, and states that debt notification letters should 
include 18 specific pieces of information concerning the amount and 
reason for the indebtedness the debtor’s rights to inspect records and 
dispute the debt, and other items.19 The DOD Debt Collection Regulation 
also includes a template for debt notification letters to service members. 

However, we found that the template was missing 2 of the 18 required 
pieces of information: 

• excess collections will be refunded to the debtor unless prohibited by 
law, and 

• any portion of a debt remaining at the time of separation may be 
collected from the debtor’s final pay and allowances. 

When asked, OUSD Comptroller and DFAS officials did not explain why 
those two required pieces of information were missing from the service 
member debt notification letter template, but agreed that all debt 
notification letters need to be consistent and contain the required 
information. The officials explained that the information contained in the 
letter may change (for example, depending on whether the employee is 
entitled to a hearing or a review), and that they have tried to incorporate 
information required by regulation when relevant to the particular 
circumstance of the letter. 

                                                                                                                     
19DOD 7000.14-R, Financial Management Regulation, vol. 16, chap. 2, § 020502, 020505 
(June 2017). See Appendix III for a listing of DOD’s debt notification letter requirements. 

Key Aspects of 
Service Member DOD 
Debt Collection 
Regulation Are 
Incomplete, Unclear, 
or Outdated 
Required Information Is 
Not Included in the DOD 
Debt Collection 
Regulation’s Service 
Member Debt Notification 
Letter Template 
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During our review, OUSD Comptroller and DFAS officials told us they 
intended to update the template to include all 18 pieces of information 
required by the DOD Debt Collection Regulation at the next revision of 
the chapter. However, at the conclusion of our audit, the two missing 
pieces of information were not included in the template. Until the template 
provided in the regulation includes all required information service 
members may receive notification letters that do not fully inform them of 
the right to a refund of excess collections and the possible deduction from 
their final pay and allowances. 

 
The debt notification letter template for service members in the DOD Debt 
Collection Regulation states that collection action will be initiated if a 
request for review is not provided by the “suspense” date. However, the 
main text of the DOD Debt Collection Regulation does not explicitly state 
whether or when to suspend collection actions for active duty service 
members disputing their debt.20 This omission has led to confusion 
among the military services and DFAS over whether or when a 
suspension is required. For example, an Air Force official told us that the 
Air Force suspends collection activities during the review process even 
though it is not required to do so. Similarly, a link on the DFAS website 
states that collection continues during the review process, although DFAS 
officials told us that in practice they suspend such collection until the 
review process is completed. 

DOD officials stated that when a service member submits a timely 
request for review, DOD’s practice is to suspend collection until the 
review is completed. The officials agreed that the DOD Debt Collection 
Regulation needed to be revised to explicitly state that this practice is a 
requirement.21 However, as of August 2018, the DOD Debt Collection 
Regulation had not been updated to explicitly state whether or when to 
suspend collection actions for active duty service members disputing 
                                                                                                                     
20DOD 7000.14-R, Financial Management Regulation, vol. 16, chap. 2, fig. 2-2 (June 
2017). Military Sample Debt Notification for Overpayment of Pay and/or Allowances 
(Officer Letter) states: “Upon timely receipt of your request, the debt will be reviewed and 
a written response will be issued to you within 60 days. If your request for review and 
supporting documentation is not supplied by the suspense date, immediate collection 
action will be initiated…” 

21DOD officials further noted that there may be rare situations where it would be 
appropriate to send a notice and provide a review after collection action has taken place, 
but that this practice should only be used in exigent circumstances when, for example, 
there is a special need for prompt action to secure the government’s interest.  

The DOD Debt Collection 
Regulation Does Not State 
Whether or When to 
Suspend Collection 
Actions for Active Duty 
Service Members 
Disputing Debt 



 
 
 
 
 
 

Page 12 GAO-19-61  Recoupment of Overpayments to Service Members 

debt. Without clarification and written procedures in the DOD Debt 
Collection Regulation and DFAS website regarding whether or when 
collection action should be suspended during the review process, the 
military services and DFAS will not have clear direction on the suspension 
requirements and may not be consistently following the appropriate 
procedure. 

 
DOD’s standard operating procedures require that FMR chapters be 
updated biennially and that references be current and relevant. However, 
we found that, as of August 2018, portions of the FMR cross-referenced 
outdated sections of the FMR instead of directing users to the DOD Debt 
Collection Regulation consolidated in January 2016. The following are 
examples of the topics addressed in the outdated cross-references, along 
with the FMR volume and chapter where the outdated cross-references 
were found: 22 

• Salary offset: (Volume 4 Chapter 3, was last updated in February 
2016, but includes outdated cross-references); 

• Due process for the collection of overpayments: (Volume 7B Chapter 
46, included outdated cross-references between January 2016 and 
March 2018); 

• Termination of collection action: (Volume 4 Chapter 3, was last 
updated in February 2016, but includes outdated cross-references); 
and 

• Timing of collections for overpayments of travel claims: (Volume 9 
Chapter 8, included outdated cross-references between January 2016 
and March 2018) 

Additionally, the military services, DFAS, and service members who were 
directed to outdated sections may not have seen the additions and 
clarifications to the DOD Debt Collection Regulation that DFAS made in 
January 2016 and after. Such additions and clarifications include, but are 
not limited to the following: 

                                                                                                                     
22Financial Management Regulation volumes such as accounting policy (Volume 4), 
military pay policy (Volumes 7A/7B), and travel policy (Volume 9) include discussion and 
guidance addressing debt collection activities when the processes overlap. For example, 
Volume 4, Chapter 3 covers the accounting treatment for public receivables which include 
debts from service members, and cross-references where regulations and procedures can 
be found for debt collection. 

The FMR Cross-
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• Reviews for service members. Clarification was made that reviews 
and hearings are performed under different authoritative guidance. 
Therefore, a section was added to provide review requirements for 
due process, requesting a review, requesting records, review 
procedures, written review results, and a statement informing debtors 
that there is no appeal of final determination. 

• Information requirements in the debt notification letter. A stipulation 
was added that service members must be notified of their right to 
request a review pursuant to the “Reviews for Service Members” 
section that was added to the regulation and to their right to written 
review results. 

• Requests for remission/cancellation. Language was added that DFAS 
no longer processes remission requests for any military service and 
that all requests for remission should be submitted on forms 
designated by the respective military service and submitted to the 
military service instead. 

• Additional documentation to include with waiver requests. Instructions 
were added for applicants to include copies of all supporting 
documentation, leave and earnings statements, notifications of 
personnel actions, and any statements from the applicant in support 
of the waiver application. We previously reported that this was one of 
the steps that DOD took to improve the availability of the 
documentation that is used to adjudicate waiver cases for service 
member debts that were sometimes delayed due to lack of 
documentation.23 

Additionally, we found instances where cross-references within the DOD 
Debt Collection Regulation were not consistently updated to reflect 
revisions. For example, updates in April 2018 were made to add and 
move paragraphs in Chapter 4 of the DOD Debt Collection Regulation 
addressing hearings and reviews, but Chapter 2 of the DOD Debt 
Collection Regulation continued to cross-reference the original version of 
Chapter 4 as of October 2018. 

DOD’s Standard Operating Procedures for revising the FMR explains that 
it is to be revised by chapter. Further, each chapter is assigned an “Action 
Officer” responsible for staying abreast of changes in requirements from 
authoritative sources including Congress, the Office of Management and 
                                                                                                                     
23GAO, Military Recruiting: Army National Guard Has Implemented Internal Controls for 
Soldier Incentives but Needs to Better Plan to Maintain the Integrity of Those Controls, 
GAO-18-283 (Washington, D.C.: Feb 16, 2018). 

https://www.gao.gov/products/GAO-18-283
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Budget, and Treasury that affect their assigned chapters, and 
coordinating with subject matter experts who will review and concur or not 
concur on proposed chapter revisions. The procedures state that each 
chapter is to be updated at least biennially and more frequently, if 
necessary. The procedures also state that during the review process, the 
Action Officer should verify that existing references are current and 
relevant, research any discrepancies, and obtain input from subject 
matter experts or others with knowledge of the chapter topic. 

According to an OUSD Comptroller official, cross-referencing to outdated 
regulation results from publication timing overlaps, and the current 
procedures already address this problem. However, our analysis showed 
that those procedures are not being followed. Chapters in the FMR—and 
therefore, cross-references within those chapters—had not been 
consistently updated on a biennial basis, nor have references been 
consistently updated to be current and relevant as required by DOD’s 
standard operating procedures. As a result, the military services’ Debt 
Collection Offices may not be aware when requirements have been 
added or changed, and may have difficulty determining the current 
chapters that apply. Further, service members subject to DOD debt 
collection may not be able to readily access the currently applicable 
regulations, which could hinder their ability to exercise the rights available 
to them. 
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According to federal internal control standards, management should 
ensure that quality information is appropriate, current, complete, accurate, 
accessible, and provided on a timely basis. Each unit within the 
organizational structure, such as divisions, offices, and related subunits, 
should document policies in the appropriate level of detail to allow 
management to effectively monitor the control activity. Management 
periodically reviews policies, procedures, and related control activities for 
continued relevance and effectiveness in achieving the entity’s 
objectives.24 We found that the debt collection policies and procedures of 
each of the four military services and DFAS frequently reference outdated 
FMR sections, and some of the policies and procedures contain outdated 
or inconsistent information affecting the debt collection process, such as 
debt notification, debt waiver, and debt remission. Additionally, military 
service policies and procedures do not comprehensively detail the review 
process. The terms used are not consistent with those used in the DOD 
Debt Collection Regulation, and the various debt collection processes are 
not clearly distinguished from one another. Our analysis identified the 
following examples of how military service policies and procedures are 
outdated or inconsistent with the DOD Debt Collection Regulation, or are 
incomplete or unclear: 

• References to FMR. All of the military services’ policies and 
procedures continue to reference outdated FMR sections instead of 
the current version. For example, these policies and procedures 
continue to reference FMR Volume 7A, Chapter 50 as a DOD 
authority for debt collection actions, although this material was revised 
and consolidated into the DOD Debt Collection Regulation in January 
2016.25 

• Routine intra-agency adjustments. Policies and procedures of the 
Army, Navy and Air Force state outdated and inconsistent thresholds 
below which the military services are permitted to collect without first 
providing a debt notification letter. According to the DOD Debt 
Collection Regulation, routine intra-agency adjustments may be used 
to collect overpayments that are $50 or less, or that have occurred 
within four pay periods of the adjustment. When collection is 

                                                                                                                     
24GAO, Standards for Internal Control in the Federal Government, GAO-14-704G  
(Washington, D.C.: Sep., 2014).  

25In addition to Financial Management Regulation, Volume 7A, Chapter 50, military service 
policies and procedures also include outdated references to Volume 7B, Chapter 28 and 
Volume 5, Chapter 28.  
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completed in this manner, the DOD Debt Collection Regulation 
requires that a written notice with a statement of the nature and 
amount of the adjustment and a point of contact for questions about 
the adjustment be provided by the payday in the pay period in which 
the adjustment is processed, or as soon thereafter as practical. 
However, some military service policies and procedures permit 
collection to be completed for amounts up to $500, and after more 
than four pay periods without first providing a debt notification letter. 

• Waivers. The Air Force and Army have policies and procedures that 
provided incorrect information about where to submit waiver 
applications, what forms to use, or who has authority to grant waiver 
requests as those policies and procedures had not been updated in 
accordance with the current DOD Debt Collection Regulation. 

• Remissions. The Navy’s policies and procedures provide outdated 
information about who has authority to grant remissions. 

• Due process. The DOD Debt Collection Regulation states that due 
process consists of providing debtors with both written notice and an 
opportunity to dispute the debt. However, the Army’s policy and 
procedures that we reviewed did not mention the requirement to give 
debtors the opportunity to dispute the debt when defining due 
process. 

• Templates for debt notification letters. None of the templates for debt 
notification letters included in the military service policies and 
procedures we reviewed included all of the required information 
stipulated in the DOD Debt Collection Regulation. The military 
services’ templates we reviewed omitted between 2 and 16 of the 18 
required pieces of information that Debt Collection Offices need to 
provide in the letters to debtors.26 Specifically, the Army templates 
were missing 2 required pieces of information; the Navy template was 
missing 9; the Air Force template was missing 9; and, the Marine 
Corps template was missing 16. Further, none of the templates 
included a statement informing the debtor of the right to a refund if the 
debt is later waived or found not to be owed. 

• Reviews for service members. Military service policies and 
procedures do not always include information about the DOD Debt 
Collection Regulation’s requirements on certain key aspects of the 
service member review process for resolving debtor disputes. For 

                                                                                                                     
26Specifically, we reviewed two Army templates and one template from each of the other 
services.  
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example, Army, Navy, Air Force, and Marine Corps policies and 
procedures do not explain that a service member has the right to 
request records upon receiving written debt notification or has 45 days 
to request a review from the date that records are distributed. 
Additionally, all four of the military services have policies and 
procedures that do not explain the service member’s right to a written 
decision, and when that written decision should be provided. 

• Different terms for reviews. Military service policies and procedures 
use different terms to describe reviews for service members and do 
not clearly link the terms to those used in the DOD Debt Collection 
Regulation. This creates difficultly in distinguishing the review process 
from other processes such as hearings, waivers, remissions, and 
appealing a denied claim for refund.27 While the DOD Debt Collection 
Regulation uses the term “review,” military service policies and 
procedures may use terms such as “rebuttal,” “dispute,” and “appeal” 
when referring to the process by which a service member can dispute 
the validity of debt. For example, one of the Navy’s standard operating 
procedures discusses the “hearing” process but does not mention 
service members’ right to a “review,” making it unclear whether there 
are any procedures that apply for service members requesting a 
review.28 The hearing process provides a different form of debt 
“dispute” or “rebuttal.” However, according to the DOD Debt Collection 
Regulation, in many cases, the service member may not be entitled to 
a hearing. Similarly, an Air Force official stated that the “appeal” 
procedures included in Air Force guidance are intended to address 
service member reviews. However, the use of the term “appeal” 
without clear linkage to the relevant section of the DOD Debt 
Collection Regulation covering reviews makes it unclear that the 
“appeals” are the same as reviews for service members as described 
in the DOD Debt Collection Regulation. 

• Descriptions that commingle different processes. Army and Marine 
Corps policies and procedures do not clearly distinguish the process 
of disputing a debt—where a service member may challenge the 
validity or amount of the debt—from the waiver and remission 
processes, which are forms of debt forgiveness where the service 
member is not challenging the validity of the debt. For example, one 

                                                                                                                     
27See Appendix II for information on the application of waivers, remissions, and other 
rights. 

28Hearings and reviews are both processes for disputing debt, but each has different 
procedural requirements and applications. 
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of the Army’s standard operating procedures provides instructions for 
service members to submit a request for a waiver under “Application 
for a Rebuttal.” According to the DOD Debt Collection Regulation, 
however, an individual cannot simultaneously request a waiver while 
challenging debt. Additionally, the waiver and remission processes 
are not always clearly distinguished from one another.29 

Military service officials provided the following explanations for why their 
policies and procedures have not been updated to be in accordance with 
the FMR: 

• Military service policies and procedures are required to be updated 
less frequently than the FMR and are on a different update schedule. 

• The process for publishing policies is complex. 

• Challenges exist with staff turnover and the time needed to train new 
staff and implement a new process for updating policies and 
procedures. 

Although the FMR may be updated more frequently than military service 
policies and procedures, complex publishing processes and staff turnover 
within the military services exist. Without military service policies and 
procedures that are consistent with the DOD Debt Collection Regulation, 
complete, and clear, DOD and the military services have limited 
assurance that the DOD Debt Collection Regulation is being applied 
consistently across the military services and that all service members are 
able to exercise the rights and protections to which they are entitled. 

 
In our review of the debt notification letters, we found numerous instances 
where the letters did not contain information required by the DOD Debt 
Collection Regulation or included guidance that was unclear or 
inconsistent with the Regulation. 

Of the 49 debt notification letters we examined that were sent to service 
members who were serving at the time of issuance, 45 did not include all 
18 pieces of information required by the DOD Debt Collection Regulation. 
For example: 

                                                                                                                     
29Waivers are processed by DFAS. Remissions are processed by the respective services. 
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• Forty-three letters did not include a statement that amounts will be 
promptly refunded for amounts paid by or deducted from the service 
member that are later waived or found not to be owed. 

• Forty-two letters did not advise the service member that if the 
requested review was granted, the service member had the right to 
receive a written decision within 60 days of filing the request. 

• Twelve letters did not advise the service member of the right to 
inspect and copy DOD records related to the debt. 

• Nine letters did not state the intention to collect the debt from the 
service member by means of payroll deductions (salary offset) if 
payment was not received within 30 days of letter issuance. 

• Eight letters did not include a statement regarding the right to request 
a remission of the debt. 

• Seven letters did not include a statement that if the service member 
wished to dispute the existence or amount of the debt, the service 
member had the right to submit a written request for review. 

• Six letters did not include a statement regarding the right to request a 
waiver of the debt. 

These findings generally corresponded to the required information that 
was missing in the respective military service’s notification letter 
templates, as previously discussed. Further, Marine Corps officials told us 
that they did not issue debt notification letters except for service members 
about to separate from service.30 From the impending separation letter we 
reviewed, 14 of the 18 required pieces of information were omitted. 
According to Marine Corps officials, a standardized template is used by 
the Marine Corps for all impending separation letters and has therefore 
led to a systemic omission of the required information we found missing. 

Additionally, we identified seven notification letters that did not clearly 
distinguish between options available to service members to request a 
review or apply for a waiver or remission. For example, these letters 
instructed service members to request a waiver or remission, which are 
used when the service member is no longer disputing debt and requests 
                                                                                                                     
30Instead, such notifications were provided on service members’ Leave and Earnings 
Statements where only the nature, amount, and point of contact information is required. 
Because this form of notification does not provide service members with all of the DOD 
Debt Collection Regulation due process requirements, DOD’s FMR only permits its usage 
in limited circumstances, such as for routine adjustments where the overpayment occurred 
within the four pay periods preceding the adjustment or amount to $50 or less.  
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forgiveness of the debt, in the event that he or she disagreed and wished 
to dispute the debt. In another case, the letter indicated that the service 
member was allowed to simultaneously file a request for review and a 
request for a waiver or remission. According to DOD Debt Collection 
Regulation, however, applying for a waiver is not the proper forum to 
contest the validity or amount of the debt because submitting a waiver 
application is an acknowledgment that the individual does not intend to 
dispute the validity or amount of the debt. Likewise, a remission is an 
improper forum for disputing debt since it, along with waivers, is a primary 
mechanism to forgive a service member’s debt. 

Other requirements were also commingled in some of the notification 
letters we reviewed, such as a service member’s rights to request a 
waiver or request a remission. These are separate processes with 
different DOD approving bodies, and the denial of a waiver does not 
preclude a service member from applying for the remission or 
cancellation of the debt. Generally, the authority to waive debts lies with 
the DFAS Director and is applicable for errors in payroll, travel, and other 
allowances that meet the requirements for waiver, whereas the authority 
for remission of debts lies with the respective military services and is 
generally applicable for any debts.31 However, 8 of the 49 letters we 
reviewed described waiver and remission as the same process or 
provided information for one process that was applicable to the other. For 
example, service members were referred to waiver procedures if 
requesting remissions, and one letter advised a service member to file a 
remission application if requesting a waiver. 

We also found letters to service members that referred to outdated 
regulation, inapplicable regulation, or portions of procedures that did not 
exist. Of the 26 letters that made references to regulations: 

• Thirteen letters referenced military service policies and procedures 
that were outdated. One of those instances referred to an appendix of 
the procedures that did not exist. 

• Seven letters referenced superseded FMR sections and informed 
service members that debt collection actions were being taken in 
accordance with regulation that was no longer applicable, as it had 

                                                                                                                     
31Additional requirements for waiver can be found at the Department of Defense 
Instruction 1340.23. 
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been revised and consolidated into the DOD Debt Collection 
Regulation in January 2016.32 

• Two letters incorrectly referenced portions of the FMR for instructions 
applicable for collecting debt from DOD civilian employees and 
contractors instead of portions applicable to service members. 

If debt notification letters do not consistently comply with requirements 
and guidance specified in the DOD Debt Collection Regulation, service 
members may not be receiving proper instructions for contesting the 
validity of their debt or applying for debt relief options such as waivers or 
remissions. Further, they may not be fully informed of the consequences 
of nonpayment, such as involuntary salary offset. 

All of the nine debt notification letters to service members separated from 
the military services that we examined were missing the following three 
required pieces of information: 

• Due Date to Request a Review. Although DFAS informed separated 
service members that they may request a review of the validity or 
amount of debt, DFAS did not provide a deadline for submitting the 
request. The DOD Debt Collection Regulation states that the right to a 
review is waived if the debtor does not submit a request “in a timely 
manner.” 

• Right to a Written Decision. Separated service members who may 
request a review were not notified of the right to receive the results in 
writing or how soon a written decision would be provided after 
submitting the request. 

• Tax Filing. Separated service members were not notified that for joint 
federal income tax filers, the service member’s spouse must file IRS 
Form 8379, Injured Spouse Allocation, to claim his or her share of the 
tax refund.33 

By not confirming that service members receive the required information, 
DFAS cannot be certain that service members have been provided due 
process before DFAS continues collection activities. DFAS officials stated 
that two of the required pieces of information listed above (the due date to 
                                                                                                                     
32Specifically, the letters included outdated references to FMR, Volume 7A, Chapter 50 
and Volume 5, Chapter 28.  

33IRS Form 8379 allows the injured spouse on a jointly filed tax return to claim his or her 
share of the joint refund when the joint federal income tax overpayment is applied to a 
past-due debt obligation to the United States of the other spouse. 
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request a review and the right to a written decision of the review) are not 
required when DFAS is collecting the debt of separated service members, 
as those debtors are presumed to have received due process (i.e. 
received debt notification letters and the opportunity to dispute the debt) 
prior to DFAS receiving the debt for collection. According to internal 
control standards, management should design control activities to 
achieve objectives and implement control activities through policies.34 
Further, when the debt is transferred from the Debt Collection Office to 
DFAS, the DOD Debt Collection Regulation states that certification 
statements must be included with the documentation transferred, and 
should confirm that the Debt Collection Office provided the debtor with all 
due process requirements, including a debt notification letter. However, 
we found that DFAS is not confirming, by receiving certification 
statements or otherwise, that the Debt Collection Office has provided the 
service member with due process requirements, prior to the debts being 
transferred electronically to DFAS.35 

DFAS officials stated that debts electronically transferred (approximately 
93 percent of debts) from the Debt Collection Office to DFAS are not 
accompanied by debt certification statements. As discussed above, our 
analysis shows that the debt notification letters we reviewed do not 
always contain all required information; therefore, by not requiring debt 
certification statements from Debt Collection Offices, DFAS cannot be 
certain that service members have been properly notified of their debt and 
their rights to dispute it prior to the debt being transferred. 

Our review of one debt notification letter for a military retiree and one for a 
military annuitant found that 6 of the 18 required pieces of information 
were not included in both letters: 

• Right to a Written Decision. Debtors were not notified of their right to 
receive written review results if they requested a review of their debt 
or how soon a written decision would be provided after submitting the 
request. 

                                                                                                                     
34GAO-14-704G 

35According to FMR Volume 16, Chapter 3, certification statements should state that the 
amounts of the debts being referred are correct and that the debts are delinquent, valid, 
legally enforceable, and confirm that the Debt Collection Office provided the debtor with all 
due process requirements. Debt Collection Offices referring debts electronically must also 
submit a debt certification statement. DOD 7000.14-R, Financial Management Regulation, 
vol. 16, ch. 3, § 030504.F (May 2016). 
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• Right to a Refund. Debtors were not notified that they will be promptly 
refunded for amounts paid by or deducted from the member that are 
later waived or found not to be owed. 

• Tax Filing. Debtors were not notified that for joint federal income tax 
filers, the debtor’s spouse must file IRS Form 8379, Injured Spouse 
Allocation, to claim his or her share of the tax refund. 

• Collection Action on Delinquent Debts. Debtors were not notified that 
if DFAS is unable to collect the debt, other collection methods may be 
used, such as referring the debt to a private collection agency, 
reporting the debt to a credit bureau, garnishing non-federal 
employment wages, or referring the debt to Justice for litigation; and 
that any debts delinquent for more than 120 days are required to be 
transferred to Treasury for collection or may be transferred sooner. 

• Penalty for False or Frivolous Statements. Debtors were not notified 
of the consequences, which could include disciplinary or criminal 
penalties, of knowingly providing false or frivolous statements, 
representations, or evidence. 

• Bankruptcy. Debtors were not informed of their responsibility to notify 
DFAS if the debtor files or has filed for bankruptcy. 

To the extent that debt notification letters do not include all information 
required by the DOD Debt Collection Regulation, military retirees and 
military annuitants may not be fully informed of how DOD will enforce 
collection if the retiree or annuitant does not pay. As a result, retirees and 
annuitants may not be able to fully exercise their rights to dispute debts 
and may not be aware that their debts may be reported to credit bureaus, 
or referred to private collection agencies and Treasury for collection. 

 
Although DOD has updated and consolidated existing debt collection 
regulations into one volume, the debt notification letter template for 
service members is missing two key pieces of information. In addition, the 
Debt Collection Regulation does not clearly state whether or when to 
suspend collection actions if service members formally dispute their debt. 
Other sections of the Financial Management Regulation do not cross-
reference the correct portions of the updated DOD Debt Collection 
Regulation. As a result, the military and DFAS do not have clear direction 
when collecting debts, and service members may not be fully informed of 
the rights and protections to which they are entitled. 

The DOD Debt Collection Regulation also requires the military services 
and DFAS to develop and administer policies and procedures consistent 
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with the Regulation. However, the military services’ debt collection 
policies and procedures frequently reference outdated FMR sections, and 
contain outdated or inconsistent information affecting the debt collection 
process. In numerous instances, debt notification letters sent by the 
military services and DFAS did not contain required information or 
included guidance that was unclear or inconsistent with the Regulation. 
As a result, service members were often not properly notified of their 
debt, their rights to dispute it, and the potential consequences of inaction, 
such as involuntary payroll deduction. 

 
We are making the following five recommendations to DOD: 

The Under Secretary of Defense (Comptroller) should revise the service 
member debt notification letter template to include all of the information 
required by DOD Financial Management Regulation Volume 16. 
(Recommendation 1) 

The Under Secretary of Defense (Comptroller), in coordination with 
DFAS, should revise DOD Financial Management Regulation Volume 16 
and the DFAS website to clearly state whether and when collection action 
should be suspended during the review process for service members who 
dispute their debt. (Recommendation 2) 

The Under Secretary of Defense (Comptroller) should ensure that cross-
references within each chapter related to debt collection functions in the 
FMR are current, relevant, and updated in a timely fashion. 
(Recommendation 3) 

The Secretary of Defense should direct the Secretaries and Commandant 
of the military services, and the Director of DFAS where these 
responsibilities are shared, to review and update outdated debt collection 
procedures; update service level debt notification letter templates; and 
clarify debt and due process procedures applicable to the recoupment of 
DOD overpayment debts from service members for consistency with DOD 
Financial Management Regulation Volume 16 and other applicable areas 
of the Financial Management Regulation. (Recommendation 4) 

The Secretary of Defense should direct the Secretaries and Commandant 
of the military services, and the Director of DFAS, to ensure that all of the 
information required by DOD Financial Management Regulation Volume 
16 is included in debt notification letters sent to service members. 
(Recommendation 5) 

Recommendations for 
Executive Action 
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We provided a draft of this report to DOD for review and comment. In its 
comments, reproduced in appendix VI, DOD concurred with each of the 
five recommendations and described planned actions it will take to 
implement them. 

 
We are sending copies of this report to the appropriate congressional 
committees; the Acting Secretary of Defense; and, the Under Secretary of 
Defense (Comptroller). In addition, the report will be available at no 
charge on the GAO website at http://www.gao.gov. 

If you or your staff have any questions about this report, please contact 
Alicia Puente Cackley at (202) 512-8678 or CackleyA@gao.gov or Asif A. 
Khan at (202) 512-9869 or KhanA@gao.gov. Contact points for our 
Offices of Congressional Relations and Public Affairs may be found on 
the last page of this report. Key contributors to this report are listed in 
appendix VII. 

 
Alicia Puente Cackley 
Director, Financial Markets and Community Investment 

 
Asif A. Khan 
Director, Financial Management and Assurance 
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The objectives of this report were to evaluate the extent to which (1) the 
Department of Defense (DOD) Debt Collection Regulation is clear, and 
(2) military services’ and DFAS policies and procedures follow DOD’s 
Debt Collection Regulation. 

To address our first objective, we reviewed and analyzed documents 
applicable to DOD debt collection, including DOD’s Financial 
Management Regulation (FMR), which includes the DOD Debt Collection 
Regulation; the DOD Financial Management Regulation Revision 
Standard Operating Procedures; and debt and claims information on the 
Defense Finance and Accounting Service’s (DFAS) website.1 Specifically, 
we reviewed these documents for consistency and clarity, focusing on 
debt collection processes including debt notification, debt dispute, debt 
forgiveness, and credit reporting. We also reviewed cross-references 
within the FMR to determine whether those references were current and 
relevant. Additionally, we reviewed the military service member debt 
notification template in the DOD Debt Collection Regulation for 
consistency with the required pieces of information in the Regulation. We 
reviewed applicable laws and other federal regulations and guidance, 
including the Bureau of the Fiscal Service’s Managing Federal 
Receivables, applicable sections of the Code of Federal Regulations, and 
the U.S. Code.2 To better understand the FMR, including the DOD Debt 
Collection Regulation, we interviewed officials representing the 
Comptroller of the Office of the Under Secretary of Defense (OUSD 
Comptroller), DFAS, and the military services (Army, Navy, Air Force, and 
Marine Corps). 

To address our second objective, we reviewed and analyzed the military 
services’ policies and procedures that are designed to implement the 
FMR and govern debt management and collection at the services and 

                                                                                                                     
1This report uses “DOD Debt Collection Regulation” to refer to the Financial Management 
Regulation, Volume 16. The scope of our report focused on FMR Volume 16, Chapters 1-
4. DFAS’ website for debt and claims information can be accessed at: 
https://www.dfas.mil/debtandclaims/.  

2The scope of our report focused on three main statutory provisions (37 U.S.C. § 1007; 31 
U.S.C. § 3716; and, 5 U.S.C. § 5514) that pertain to salary and administrative offset of 
DOD employee and service member debt owed to DOD. We recognize that additional 
laws dealing with non-DOD debt collection with separate rules and regulations exist; 
however, those laws are outside the scope of this audit.  
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compared them to the DOD Debt Collection Regulation.3 Specifically, in 
November 2017, we asked each military service to provide us with 
service-level documents, including those relating to (1) processing debt 
collection, providing due process, and forgiving debt; (2) responsibilities 
for processing debt; and (3) procedures for reporting debt to credit 
bureaus. We asked for documents such as policies, procedures, and 
guidance, as well as handbooks and flowcharts that describe the relevant 
processes. We confirmed with the military services that the 
documentation they provided was current. 

In analyzing the military services’ policies and procedures, we focused on 
requirements addressing due process (debtor notification and the 
opportunity to dispute), debt forgiveness (waivers and remissions), and 
credit bureau reporting. We compared templates of the letters notifying 
service members of their debt in the military services’ policies and 
procedures against the requirements and sample templates for those 
notification letters stipulated in the DOD Debt Collection Regulation.4 We 
also interviewed and, where appropriate, obtained documentation from 
agency officials at the military services and DFAS. 

To further address our second objective, we randomly selected a non-
generalizable sample of 50 Debt Collection Offices across the military 
services and DFAS. DOD officials provided us with a list of 392 Debt 
Collection Offices—225 in the Air Force, 97 in the Army, 63 in the Navy, 7 
in the Marine Corps, and 36 in DFAS, that collect debt on behalf of the 
Army. We did not verify that the lists of Debt Collection Offices were a 
complete universe. We used the list to generate a random sample of 50 
Debt Collection Offices (31 Air Force; 11 Army; 7 Navy; 1 Marine Corps) 
from which to request debt notification letters. 

We asked each of the 50 Debt Collection Offices in our random sample 
provide one debt notification letter it had issued between January 2016 

                                                                                                                     
3We did not confirm that the documents encompassed all documentation relevant to their 
debt collection policies and procedures. Each service provided multiple documents with 
some documents pertaining to military pay generally, while others may pertain specifically 
to only travel or pay and allowances. 

4See appendix III for a complete listing of the debt notification letter content requirements 
listed in the DOD Debt Collection Policy. 
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and May 2018 to service members that were then serving in the military.5 
For Debt Collection Offices that did not issue a debt notification letter 
during our requested time period, we asked that they instead provide a 
debt notification letter template that would be used if a service member 
were to be notified of a new debt. Additionally, we asked DFAS, which is 
responsible for processing debt for separated service members, to 
provide 10 debt notification letters issued to service members who 
separated from service prior to fully repaying a DOD debt.6 DFAS also 
provided one letter issued to a military retiree, and one letter issued to a 
military annuitant between January 2016 and May 2018 that we included 
in our analysis. 

We compared the content of these debt notification letters against the 
requirements of the DOD Debt Collection Regulation, which specifies 18 
pieces of information that must be included in the letters to ensure due 
process requirements were communicated to the service member.7 In 
addition, we verified that the information and guidance provided in the 
letters were current and directed the service member to applicable topics 
and resources. We looked for instances where the debt notification letter 
included commingled or confusing information related to these 
requirements. While the data obtained from the Debt Collection Offices’ 
debt notification letters is not generalizable across the military services 
and DFAS, it enabled us to gain an understanding of which items were 
missing from debt notification letters. 

We conducted this performance audit from September 2017 to February 
2019 in accordance with generally accepted government auditing 
standards. Those standards require that we plan and perform the audit to 
                                                                                                                     
5Of the 50 debt notification letters requested, we received 49 items for testing, which had 
been issued to service members that incurred debt and were serving between January 
2016 and May 2018. Forty-seven Debt Collection Offices sent us copies of actual letters 
issued. Two Debt Collection Offices had not issued any letters during this time period, and 
instead provided templates from their policies and procedures. One Debt Collection Office 
did not issue any debt notification letters during this time period and did not have an 
available template to provide us. 

6Of the ten debt notification letters requested, we received nine letters that had been 
issued to members who had separated from service, prior to fully repaying a DOD related 
debt, between January 2016 and May 2018, and one related to a civilian employee that 
we did not include in our analysis. 

7Letters issued to separated service members notify them to visit 
www.dfas.mil/debtandclaims/information for further required information about the 
collection process, applicable regulations, and other opportunities available to them.  

http://www.dfas.mil/debtandclaims/information
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obtain sufficient, appropriate evidence to provide a reasonable basis for 
our findings and conclusions based on our audit objectives. We believe 
that the evidence obtained provides a reasonable basis for our findings 
and conclusions based on our audit objectives. 
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While various legal provisions govern the Department of Defense’s (DOD) 
collection of civilian employee and service member debt, DOD has some 
flexibility in how it enforces debt collection. Table 3 provides information 
on the application of two forms of debt forgiveness—waivers and 
remissions—and describes other forms of debt relief that DOD can 
provide to civilian employees and service members. 

Table 3: Waivers, Remissions, and Other Forms of Debt Relief Used by the Department of Defense (DOD) 

Debt Forgiveness: Waivers and Remissions 
 Waivers Remissions 
Applicability • Civilian DOD employees and service members. 

• Debt that is the result of an erroneous payment of salary 
or allowances or an erroneous payment of a Survivor 
Benefit Plan annuity, travel, transportation, relocation 
expenses or allowances.a 

• Service members. 
• Debts of regular or reserve service 

members in active status, where debt was 
incurred on or after October 7, 2001. 

Conditions • May only be granted when the collection of debt would be 
against equity and good conscience and not in the best 
interests of the United States. Any debt resulting from an 
erroneous payment where there is an indication of fraud, 
misrepresentation, fault, or lack of good faith on the part of 
the debtor cannot be waived.b 

• Financial hardship should not be a factor in considering 
the appropriateness of a waiver. 

• Remission must be in the best interests of 
the United States. 

• Specific factors for granting remission 
may vary by military component, and may 
include, for example, good faith, hardship, 
injustice, and value to the service. 

Limits • The Defense Finance and Accounting Service’s Debt and 
Claims Management Office is authorized to grant or deny 
service members a waiver of debt aggregating to not more 
than $10,000 (or $1,500 for civilian employees). 

• If the aggregated debt is over $10,000 for service 
members (or $1,500 for civilian employees), the authority 
to grant the waiver lies with the Director of the Defense 
Office of Hearings and Appeals or designee under the 
DOD Office of the General Counsel. 

• None specified in DOD Debt Collection 
Regulation. 

Refund • If the requested waiver is approved, a debtor is entitled to 
refund of the amount of the debt repaid prior to the waiver 
being approved. 

• There is no specific requirement in the 
DOD Debt Collection Regulation that a 
service member be refunded the amount 
of debt already repaid. 

Appeal • A debtor may appeal the denial of a waiver application. 
The Defense Office of Hearings and Appeals reviews the 
debtor’s appeal and may affirm, modify, or reverse the 
initial determination. 

• DOD Debt Collection Regulation does not 
specify any appeal rights if the service 
member is denied remission. 

Other Forms of Debt Relief 
Voluntary Installment 
Repayments 

If the debtor is financially unable to pay a debt in a lump sum, DOD may accept voluntary repayment 
from the debtor in regular installments rather than proceeding with collection by involuntary offset. 

Compromise DOD may agree to accept less than the full amount of an outstanding debt in full satisfaction of the 
entire amount of the debt. DOD may consider factors including litigation risks, the debtor’s inability to 
pay the full amount, and whether collection costs exceed amounts recoverable.  
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Suspension DOD may cease collection action temporarily with the intent to initiate collection action at a later date. 
DOD may consider factors including whether the debtor’s location is known, the debtor’s financial 
condition, and whether the debtor has requested a waiver, remission, or review of the debt. 

Termination DOD may cease active debt collection after the agency has pursued all appropriate means of collection 
and determined the debt is uncollectible. DOD may pursue collection at a later date if there is a change 
in the debtor’s status or a new collection tool becomes available. DOD may consider factors including 
whether a substantial amount can be collected using the tools available, whether the debtor can be 
located, and costs of collection. 

Claim for Refund A service member can file a claim for any amounts considered erroneously collected from his or her pay 
account. If the Claim for Refund is denied in whole or in part, the service member may submit an appeal 
to the Defense Office of Hearings and Appeals. 

Correction of Military 
Records 

The Secretary of a Military Department may correct any military record of the Secretary’s department 
when the Secretary considers it necessary to correct an error or remove an injustice. An individual may 
be owed money pursuant to the correction of his or her military record. 

Source: GAO analysis of DOD debt collection information, including DOD’s Financial Management Regulation. | GAO-19-61 
aOther waiver authority may apply to payments that were not erroneously paid. Such waiver authority 
is generally exercised by the DOD component as provided by other statutory authority. Such debts 
resulting from non-erroneous payments include, for example, those related to student loan 
repayments and recruitment and relocation bonuses. 
bThe Defense Office of Hearings and Appeals has held that a waiver will not be granted if it appears 
the debtor had records (such as a Leave and Earnings Statement) which, if reviewed, would have 
indicated an overpayment, and the debtor failed to review such documents for accuracy or otherwise 
failed to take corrective action. Such failure on the part of the debtor renders the debtor partially at 
fault and ineligible for a waiver of the debt. 
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DOD’s Debt Collection Offices are required to issue an initial debt 
notification letter to a debtor within five working days following 
confirmation of (1) the existence and validity of the debt, (2) the basis of 
indebtedness, and (3) the amount of the debt. Although only one debt 
notification letter is required to be issued to a debtor, Debt Collection 
Offices may issue additional letters at 30-day intervals. Only after due 
process has been completed may involuntary salary and administrative 
offset begin. Table 5 lists eighteen pieces of information that all debt 
notification letters are required to contain per the DOD Debt Collection 
Regulation in Financial Management Regulation, Volume 16.1 

Table 4: Department of Defense (DOD) Debt Notification Letter Requirements for DOD Employees 

Requirement Description 
1. Statement of Facts 

Regarding the Debt 
• Include explanation of amount and reason for the indebtedness. 
• Include authority for establishing the debt. 
• Cite the basis on which the determination of indebtedness was made. 

2. Request for Lump-Sum 
Payment 

• Request that debt be repaid in a lump sum by check or money order. 

3. Payment Due Date • State that payment must not be more than 30 days from the date of the initial debt notification 
letter, unless otherwise mandated by statute, contract provision, another notice of 
indebtedness, or based on unusual circumstances as determined by the agency (for example, 
medical-related debts where insurance is billed first). 

• Include the date by which payment must be made to avoid incurring interest, penalties, 
administrative fees, and enforced collection. 

                                                                                                                     
1DOD 7000.14-R, Financial Management Regulation, vol. 16,chap. 2, § 020505 (June 
2017) 
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Requirement Description 
4. Right to Request a Hearing 

or Review 
Hearing 
• Include a statement indicating that if the debtor wishes to dispute the existence or amount of 

the debt (or contest the repayment schedule for collection by salary offset), then the debtor 
may do so by submitting a written request for review in the form of a hearing petition. 

• Advise the debtor of the method and period of time for filing the hearing petition, typically 30 
days from the date of the debt notification letter. 

• State that the timely filing of a hearing petition will stay the beginning of collection 
proceedings, and that interest and penalty charges will not be collected until and unless the 
hearing official’s decision is in favor of a collection. 

• Detailed hearing petition instructions may be provided to the debtor online through the 
Internet. 

Review 
• Include a statement indicating that if the service member wishes to dispute the validity or 

amount of the debt (or contest the involuntary repayment schedule), then the service member 
must submit a written request for review containing the service member’s identifying 
information, the reason for requesting a review, supporting documentary evidence, and a 
dated signature. 

• Advise the service member that a request for review must be received not later than 30 days 
from the mailing date of the debt notification, or by the date indicated in the debt notification. 

5. Right to a Written Decision Hearing 
• Advise the debtor that if a hearing is granted, the debtor has the right to receive a written 

decision from the hearing official within 60 days after the filing of the hearing petition, unless 
the hearing official grants a request for a delay in the proceedings. 

Review 
• Advise the service member that if a review is granted, the service member has the right to 

receive written results within 60 days. 
6.  Right to Inspect Records • Advise the debtor that he or she has the right to inspect and copy the DOD records relating to 

the debt. 
7. Voluntary Repayment 

Agreement Information 
• Advise the debtor of the opportunity to establish a schedule for the voluntary repayment of the 

debt by entering into an installment payment plan if the debtor claims, and can support, an 
inability to repay the debt in a single lump sum. 

8. Right to Request a Waiver or 
Remission 

Waiver 
• If applicable, include a statement regarding the right to request a waiver of the indebtedness 

in accordance with applicable statutory authority for waiving a debt. Detailed waiver 
application instructions may be provided to the debtor online. 

Remission 
• If applicable, include a statement regarding the right to request a remission of the 

indebtedness in accordance with applicable statutory authority for cancelling the debt. 
9. Collection Action on 

Delinquent Debts 
• Include a statement indicating that if the Debt Collection Office is unable to collect a debt, 

other collection methods may be used, such as referring the debt to a private collection 
agency, reporting the debt to a credit bureau, garnishing non-Federal employment wages, or 
referring the debt to Department of Justice for litigation. 

• Inform the debtor that any debts delinquent for more than 120 days are required to be 
transferred to the Department of the Treasury for collection, and in some cases, the debt may 
be transferred sooner. 

10. Collection from Final Pay of 
Employee 

• Include a statement indicating that any portion of a debt remaining at the time of separation 
may be collected from the debtor’s final pay and allowances. 
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Requirement Description 
11. Interest, Penalties, and 

Administrative Costs 
• Contain a statement explaining the requirements under 31 C.F.R. § 901.9 to assess IPA, 

including the following information: 
• An explanation that if the debt is not paid by the due date, then interest will be 

charged from the date of delinquency, or from the date specified in the repayment 
agreement, if applicable. Include a statement indicating that the interest rate will be 
calculated pursuant to 31 C.F.R. § 901.9; 

• An explanation that if the debt is not paid in full by the due date stated in the debt 
notification letter, then the Debt Collection Office will assess administrative costs for 
the processing and handling of the delinquent debt; and 

• An explanation that if the debt is delinquent for more than 90 days, then the Debt 
Collection Office will assess a penalty, not to exceed 6 percent per annum, on the 
unpaid portion of the debt accruing from the date of delinquency. 

12. Point of Contact • Include a statement identifying the name, mailing address, email address, fax number, and 
telephone number of a point of contact the debtor may contact regarding the debt. 

13. Payment Address • Provide the address where payment should be mailed or delivered (including instructions for 
Pay.Gov or electronic funds transfer, where applicable), and include notice that the check, 
money order, or wire transfer must be made payable to the Department of the Treasury. 

14. Penalty for False or 
Frivolous Statements 

• Indicate that consequences of knowingly providing false or frivolous statements, 
representations, or evidence including disciplinary procedures, penalties, and criminal 
penalties under applicable laws and regulations. 

15. Bankruptcy • Include a statement indicating the debtor is responsible for notifying the Debt Collection Office 
if the debtor files or has filed for bankruptcy. 

16. Right to a Refund • Include a statement that amounts paid or deducted for the debt, which are later waived or 
found not to be owed to the Government, will be refunded promptly to the debtor, unless 
prohibited by law. 

17. Tax Filing • Provide notice that for joint income tax filers, the spouse should file IRS Form 8379, Injured 
Spouse Allocation, with the Internal Revenue Service to claim his or her share of the tax 
refund. 

18. Salary Offset Procedures • Where applicable, state the Debt Collection Office’s intention to collect the debt of a Federal 
employee by means of payroll deductions (salary offset) if payment is not received within 30 
days. 

• Identify the amount, frequency, proposed beginning date, and the duration of deductions by 
salary offset. 

Source: DOD’s Financial Management Regulation. | GAO-19-61 
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Figure 4 is a debt notification letter that contains all of the eighteen pieces 
of information that are required to be included per the DOD Debt 
Collection Regulation in Financial Management Regulation, Volume 16.1 
(See appendix III for a list of the eighteen required pieces of information.) 

                                                                                                                     
1DOD 7000.14-R, Financial Management Regulation, vol. 16,chap. 2, § 020505 (June 
2017) 
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Figure 3: Service Member Debt Notification Letter That Includes All 18 Required 
Pieces of Information 
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Figures 5, 6, and 7 are debt notification letters that do not contain all 
eighteen pieces of information that are required to be included per the 
DOD Debt Collection Regulation in Financial Management Regulation, 
Volume 16.1 (See appendix III for a list of the eighteen required pieces of 
information.) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                                                                                     
1DOD 7000.14-R, Financial Management Regulation, vol. 16,chap. 2, § 020505 (June 
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Figure 4: Example 1 of a Service Member Debt Notification Letter Missing Required 
Pieces of Information 

 
 

Other Missing or Incomplete Requirements 
in Figure 5: 
• Requirement 4: Right to request a review 

(incomplete) 
• Requirement 5: Right to a written decision 

of the review 
• Requirement 8: Right to request a waiver or 

remission 
• Requirement 9: Collection action on 

delinquent debts 
• Requirement 11: Interest, penalties, and 

administrative costs 
• Requirement 13: Payment address 
• Requirement 14: Penalty for false or 

frivolous statements 
• Requirement 15: Bankruptcy 
• Requirement 16: Right to a refund 
• Requirement 17: Tax filing 
Source: GAO. | GAO-19-61 
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Figure 5: Example 2 of a Service Member Debt Notification Letter Missing Required 
Pieces of Information 

 
 

 

Other Missing or Incomplete Requirements 
in Figure 6: 
• Requirement 4: Right to request a review 
• Requirement 5: Right to a written decision 

of the review 
• Requirement 8: Right to request a waiver 

or remission 
• Requirement 9: Collection action on 

delinquent debts 
• Requirement 11: Interest, penalties, and 

administrative costs 
• Requirement 14: Penalty for false or 

frivolous statements 
• Requirement 15: Bankruptcy 
• Requirement 16: Right to a refund 
• Requirement 17: Tax filing 
Source: GAO. | GAO-19-61 
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Figure 6: Example 3 of a Service Member Debt Notification Letter Missing Required 
Pieces of Information 

 
 

 

Other Missing or Incomplete Requirements 
in Figure 7: 
• Requirement 3: Payment due date 
• Requirement 4: Right to request a 

review 
• Requirement 5: Right to a written 

decision of the review 
• Requirement 8: Right to request a 

waiver or remission 
• Requirement 9: Collection action on 

delinquent debts 
• Requirement 11: Interest, penalties, 

and administrative costs 
• Requirement 13: Payment address 
• Requirement 14: Penalty for false or 

frivolous statements 
• Requirement 15: Bankruptcy 
• Requirement 16: Right to a refund 
• Requirement 17: Tax filing 
• Requirement 18: Salary offset 

procedures 
Source: GAO. | GAO-19-61 
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