LEGADM NVAN

CHAPTER 16
| NDEBTEDNESS

PARAGRAPH PAGE
(SCOPE. . . . . i i ... ... . .___ 16000 _16-3:
POLICY_ ON INDEBTEDNESS . . . . . . . . s s . ... . __ 16001 16-3
\COVPLAINTS OF INDEBTEDNESS . . . . . o . . .o .. ... 16002 __ 16-3|
{PROCESSI NG _COMPLAINTS OF TNDEBTEDNESS. . . . . ... . ... 16003 __16-4
T NVOLUNTARY ALLOTMENT OF PAY FOR COMMVERCIAL DEBTS. . .~ /16004 __16-6
| NDOCTRI NATI ON_AND COUNSELING . . . . . . . ... . . __ 16005 _16-7,

FI GURE

116-1 STANDARDS OF FAIRNESS. . . . . . . . . . . . ... . 16-8;
16-2 CERTIFI CATION OF COWPLIANCE. . . . . . . .~ .~ 16-10

16-3 STANDARD FORM FOR COVWANDER S REPLY TO COVPLAI NANT .
' ALLEG NG | NDEBTEDNESS OF A MEMBER OF THE COVMAND 16- 11

16-4 STANDARD FORM FOR COVWANDER S REPLY TO COVPLAI NANT .
' NOT COVPLYI NG W TH CURRENT REGULATIONS . . . . . 16- 12

16-5 STANDARD FORM FOR COVMANDER S REPLY TO COVPLAI NANT
: ALLEG NG | NDEBTEDNESS OF A PERSON NOT A MEMBER OF
I THE COWAND. . . . . . o o o 16-13!

______________________________________________________________________________

16-6 STANDARD FORM FOR COVWWANDER S REPLY TO COVPLAI NANT
' DENYl NG PROCESSI NG OF CLAI M FOR ABUSE OF PROCESSI NG '
: PRIVI LEGE. . . . . . . . L, 16- 14,

16-1



LEGADM NVAN

CHAPTER 16

| NDEBTEDNESS

16000. SCOPE. This chapter includes policy and responsibilities
governi ng conpl ai nts of indebtedness and provi des gui dance for
processing involuntary allotnents. Excluded fromits provisions are
clainms for alinmony or child support and clains by Federal, State, or
Muni ci pal Gover nnents.

16001. POLICY ON | NDEBTEDNESS

1. Marines are expected to pay their just financial obligations in a
proper and tinely manner. A Marine's failure to pay a just financial
obligation may result in disciplinary action under the UCM] or a claim
pursuant to UCM] Article 139. Except as provided in this chapter, the
Marine Corps has no legal authority to require Marines to pay a
private debt or to divert any part of their pay for its satisfaction.

2. Legal process instituted in civil courts to enforce judgnents
agai nst Marines for the paynent of spousal or child support and for
division of marital property (including related attorney fees) is
di scussed in chapter 15 of this Mnual

16002. COWVPLAI NTS OF | NDEBTEDNESS

1. Whenever possible, indebtedness disputes should be resol ved
t hrough am cabl e nmeans. Thi s paragraph provides policies for
processi ng conpl aints of indebtedness (not involuntary all otnents)

2. The processing of conplaints of indebtedness will not be extended
to those who have not made a bona fide effort to collect the debt
directly fromthe Marine, or to those whose clains are patently fal se
and m sl eadi ng.

3. Mst States have enacted | aws that prohibit creditors from
contacting a debtor's enployer with regard to all eged i ndebtedness and
from comruni cating facts concerning i ndebtedness to the enpl oyer,

unl ess certain conditions are net. The conditions that nust be net to
remove this prohibition generally include reduction of a debt to
judgnent or obtaining witten perm ssion of the debtor. |In States
havi ng such | aws, the processing of conplaints of indebtedness wll

not be extended to those creditors who are in violation of State |aw
Commanders may advise creditors that this policy has been established
because it is the general policy of the mlitary services to conply
with State | aw, when that |aw does not infringe upon significant
mlitary interests. This policy will govern even though a creditor is
not |licensed to do business in the State where the debtor is |ocated.
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A simlar practice will be initiated in any State enacting a sim/lar
practice with respect to debt collection.

4. "The Fair Debt Collection Practices Act" (15 U.S.C. § 1692 et
seq.) regulates certain activities of those who regularly coll ect
debts for others (debt collectors) as distinguished fromcreditors who
collect their own debts. This |aw prohibits debt collectors from
usi ng any neans of interstate commerce, such as the mail, to contact a
debtor's enpl oyer (except for the purpose of confirmng or correcting
i nformati on concerning the debtor's |ocation) unless the debt
collector is acting with the debtor's consent or is in possession of a
valid court order or judgnent. Unless the debtor has given

perm ssion, such contacts may not contain any |anguage to indicate
that the inquiry is froma debt collection agency or that the purpose
of the inquiry relates to collection of a debt. The processing of
clainms of indebtedness will not be extended to those debt collectors
who are in violation of this Federal |aw.

5. The "Truth in Lending Act" (15U S. C. § 1601 et seq.) prescribes
the general disclosure requirenments which must be net by those

of fering or extending consuner credit, and Regulation Z (12 CF. R §
226 et seq.) prescribes the specific disclosure requirenments for both
open-end and installnment credit transactions. In place of Federal
requi renents, State regulations apply to credit transacti ons when the
Federal Reserve Board has determned that the State regul ati ons inpose
substantially simlar requirenents and provi de adequat e enforcenent
measures. Commanders should consult with the staff judge advocate to
determ ne whether Federal or State |aws and regul ati ons apply.

6. Paragraph 16002.3 shall not apply to credit unions serving DON
personnel as set forth in SECNAVI NST 5381.5A, or to those simlarly
serving other DoD personnel. Commanders will provide debt processing
assistance to such credit unions to the extent permtted under the
Privacy Act of 1974 (5 U. S.C. § 552a). Credit unions may bring
del i nquent | oans or dishonored checks to the attention of a commander,
or designee, for such assistance (32 C.F.R § 230).

7. Commanders are urged to contact the |local staff judge advocate for
assistance with regard to any correspondence about which there is any
uncertainty.

8. Courtesy. CMC has specifically directed that replies to
inquiries, verbal or witten, nust be tenperate and courteous in tone.

16003. PROCESSI NG COVPLAI NTS COF | NDEBTEDNESS

1. It is incunbent on those submtting conplaints of indebtedness to
show that the disclosure requirenents of Section 125 of the "Truth in
Lendi ng Act" and Regul ati on Z have been met and to show conpli ance
with the standards of fairness (Figure 16-1).

16-4



LEGADM NVAN 16003

2. Creditors subject to Regulation Z, and assignees claimng

t hereunder, shall submt with their request for debt processing

assi stance an executed copy of the Certificate of Conpliance (Figure
16-2), or other evidence of conpliance, and a true copy of the genera
and specific disclosures provided the mlitary nenber as required by
the "Truth in Lending Act." Requests that do not neet these
requirenents will be returned to the claimant w thout action

3. A creditor not subject to Regulation Z, such as a public utility
conpany, shall submt with the request a certification that no
interest, finance charge, or other fee is in excess of that permtted
by law of the State in which the obligation was incurred.

4. A foreign-owned conpany having debt conplaints shall submt with
its request a true copy of the ternms of the debt (English translation)
and shall certify that it has subscribed to the standards of fairness.

5. Commanders will process conplaints of indebtedness that neet the
requi rements of this chapter. "Processed" nmeans that the conmand
will:

a. Review all available facts surroundi ng the transaction form ng
the basis of the complaint, including the Marine's |l egal rights and
obl i gati ons, and any defenses or counterclains the Marine may have.

b. Advise the Marine that just financial obligations are expected
to be paid in a proper and tinely manner; what the Marine should do to
conply with that policy; that financial and | egal counseling services
are available to assist in resolving indebtedness; and that failure to
pay a just debt may result in the creditor obtaining a judgnment from a
court that could formthe basis for collection of pay fromthe Marine
pursuant to an involuntary allotment. A "just financial obligation”
is defined as a | egal debt acknow edged by the mlitary nenber in
which there is no reasonable dispute as to the facts or the |law, or
one reduced to judgnment that confornms to the Soldiers' and Sailors
Cvil Relief Act of 1940 (SSCRA), as anended (50 U.S.C. 8§ appendi x
sections 501-591).

c. |If a Marine acknow edges a debt as the result of creditor
contact with the command, advise the Marine that assistance and
counseling are available fromthe on-base mlitary banking office, the
credit union serving the mlitary field nenbership, and the | oca
| egal assi stance office.

d. Advise the creditor of those aspects of Marine Corps policy
cont ai ned in paragraph 16001 which are pertinent to the claimin
guestion, and that the Marine concerned has been counsel ed concerning
the obligations with respect to the claim The commander's response
wi Il not undertake to arbitrate any disputed debt, or to adnmit or deny
the validity of the claim Under no circunstances will the response
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i ndi cate whet her any action has been taken against the Marine as a
result of the conplaint. (See figure 16-3)

6. Indebtedness conplaints that fail to meet the requirenents of this
chapter shall be returned to the creditor, using figure 16-4 as a
format, with an expl anation of why the conpl ai nt was not processed.

7. VWhen a creditor, having been notified of the requirenents of this
chapter, refuses or repeatedly fails to conply with them or,

regardl ess of the merits of the claim clearly has shown that an
attenpt is being nade to nmake unreasonabl e use of the processing
privilege, commanders are authorized to deny the creditor any
processing of the claim In such a case, a letter follow ng the
format contained in figure 16-5 should be used. Commnders shoul d
consult with the staff judge advocate when this action is
cont enpl at ed.

8. If a conplaint is received all eging indebtedness of a Marine no

| onger a menber of the command, it will be forwarded to the Marine's
new command. |f the individual has been separated fromthe Marine
Corps, the correspondence will be returned to the sender so inform ng

the party. The creditor may be infornmed of the Marine's newnlitary
address but in no case shall the permanent (home) mailing address be
di scl osed, except as mmy ot herw se be authorized under the Freedom of
Information Act or Privacy Act of 1974. (See figure 16-6)

16004. | NVOLUNTARY ALLOTMENT COF PAY FOR COWERCI AL DEBTS

1. The pay of active duty Marines is subject to involuntary all otnent
to satisfy a judgnment for a commercial debt (5 U S.C. § 5520a(k)
(1994)). Detailed guidance is found in DoD Directive 1344.9 and DoD
Instruction 1344.12.

2. Cenerally, creditors may collect the | esser of 25 percent of a
debtor's pay subject to involuntary allotnment or the maxi mum

per cent age of pay subject to garni shment proceedi ngs under the
applicable State law. For further procedures, see DoD Fi nanci al
Managenent Regul ation, Volume 7A, section 5003.

3. Creditors nust conply with the SSCRA and apply to the Defense

Fi nance and Accounting Service (DFAS) to initiate action to obtain an
involuntary allotnment. DFAS will forward pertinent information to the
debt or and hi s/ her commandi ng of ficer, giving them advance notice and
an opportunity to respond. For further guidance see DoD Instruction
1344.12.

4. Al applications fromcreditors seeking to enforce a court-ordered
j udgnment must be sent to:
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LEGADM NVAN 16005

Def ense Fi nance and Accounting Service
Cl evel and Center, Code L

P. 0. Box 998002

Cl evel and, OH 44199-8002

16005. | NDOCTRI NATI ON AND COUNSELI NG

1. The responsibility to indoctrinate and counsel Marines is a basic
precept of mlitary |leadership. It is the nondel egable responsibility
of command, at every echelon, to ensure that Marines are indoctrinated
and counsel ed concerning i ndebtedness and to ensure that pronpt,
effective, corrective action is taken to reduce, insofar as possible,

t he nunber of conplaints of indebtedness concerning Mrines.

2. Such indoctrination and counseling should include: the pitfalls
of installnment buying; incurring debts beyond the capacity to pay; the
necessity for liquidating debts in a tinmely manner; information
regarding the need for a full disclosure of the terns of the
agreenent; how finance and interest rates are quoted and conputed; the
st andards of fairness which should be observed; the forns avail abl e
for this purpose; and the availability of offices for advice and
assi st ance.

3. Commanders will take appropriate punitive, nonpunitive, and/or
adm ni strative action against Marines who fail to nmeet their just
financial obligations in a proper and tinmely manner. Additionally,
commanders are renm nded that these matters shoul d be appropriately
reflected in evaluating the conduct and performance of Marines of al
gr ades.

16-7



LEGADM NVAN

STANDARDS OF FAI RNESS

1. In the United States, no finance charge contracted for, made, or
recei ved under any contract shall be in excess of the charge that
coul d be made for such contract under the |aw of the place in which
the contract is signed by the mlitary nenber.

a. In the event a contract is signed with a U.S. conpany in a
foreign country, the lowest interest rate of the State or States in
whi ch the conpany is chartered or does business shall apply.

b. The Departnment of Defense will establish interest rates and
service charges applicable to overseas mlitary banking facilities.

2. No contract or | oan agreenent shall provide for an attorney's fee
in the event of default, unless suit is fil ed. In that event, the fee
provided in the contract shall not exceed 20 percent of the obligation
found due. No attorney fee shall be authorized if the attorney is a
sal ari ed enmpl oyee of the hol der of the obligation.

3. In loan transactions, defenses which the debtor may have agai nst
the original lender or its agent shall be good against any subsequent
hol der of the obligation. 1In credit transactions, defenses agai nst

the seller or its agent shall be good against any subsequent hol der of
the obligation, provided that the hol der had actual know edge of the
defense, or under conditions where reasonable inquiry would have

appri sed the holder of this fact.

4. The mlitary nmenmber shall have the right to renpbve any security
for the obligation beyond State or national boundaries if the mlitary
menmber or fam |y noves beyond such boundaries under mlitary orders,
and if the mlitary nenber notifies the creditor, in advance of the
removal , of the new address where the security will be | ocated.

Renpval of the security shall not accel erate paynent of the

obl i gati on.

5. No late charge shall be made in excess of five percent of the late
paynent, or $5, whichever is the | esser anpbunt, or as provided by |aw
or applicable regulatory agency determnation. Only one |late charge
may be made for any tardy installnment. Late charges will not be

| evied where an all otnent has been tinely filed but paynment of the

al l ot ment has been del ayed. Overseas banking facilities are a matter
of contract with the Departnent of Defense.

6. The obligation may be paid in full at any time, or thiough
accel erated paynents of any ampbunt. There shall be no penalty for
prepaynment and, in the event of prepaynent, that portion of the

fi nance charges which have inured to the benefit of the seller or
creditor shall be prorated on the basis of the charges which would

Figure 16-1.--Standards of Fairness.
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have been ratably payable had finance charges been cal cul ated and
payabl e as equal periodic paynents over the terns of the contract, and
only the prorated anbunt to the date of prepaynent shall be due. As
an alternative, the sumof the digits nethod (called the Rule of
"78's") may be used. Under this fornula for crediting unearned
interest, multiply the nunber of nonths in advance of the due date
that the paynment is nmade by the anmbunt of interest that would be nmade
on a paynent one nonth in advance of the due date. Interest on a
paynment one nonth in advance of the due date is 1/78 of the tota
annual interest. For exanple, a paynent made five nonths in advance
of the due date would be credited with five tinmes the interest of a
payment one nmonth in advance of the due date (5/78' s of the tota

i nterest due).

7. |If a charge is nade for |oan insurance protection, it nust be
evi denced by delivery of a policy or certificate of insurance to the
mlitary menber within 30 days.

8. If the loan or contract agreenent provides for paynents in

i nstal Il ments, each paynent, other than the down paynent, shall be in
equal or substantially equal amounts, and installnments shall be
successive and of equal or substantially equal duration

9. If the security for the debt is repossessed and sold in order to
satisfy or reduce the debt, the laws of the State in which the
security is repossessed will govern the repossession and resale.

10. A contract for personal goods and services may be term nated at
any tinme before delivery of the goods or services, wthout charge to
the purchaser. However, if goods made to the special order of the
purchaser result in preproduction costs, or require preparation for

delivery, such additional costs will be listed in the order formor
contract.
a. No term nation charge will be made in excess of this anpunt.

Contracts for delivery at future intervals may be term nated as the
undel i vered portion.

b. The purchaser shall be chargeable only for that proportion of
the total cost which the goods or services delivered bear to the total
goods cal led for by the contract. (This is in addition to the right
to rescind certain credit transactions involving a security interest
in real estate provided by the Truth in Lending Act (Public Law 90-
321) and Federal Reserve Board Regul ation Z.)

Figure 16-1.--Standards of Fairness--Continued.
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I certify that the , upon
(name of creditor)

extending credit to on ,
(nane of obligor) (date)

conplied with the full disclosure requirements of the Truth in Lending

Act and Regulation Z, and with the Fair Debt Collection Practices Act

(or the laws and regul ations of the State of ), and that the

attached statenment is a true copy of the general and specific

di scl osures provided the obligor as required by |aw.

| further certify that the standards of fairness have been applied to
the consuner credit transaction to which this formrefers. (If the
unpai d bal ance has been adjusted as a consequence, the specific
adjustnents in the finance charge and the annual percentage rate
shoul d be set forth bel ow.)

ADJUSTMENTS:
(Date of certification) (Signature of creditor or
aut hori zed representative)
(Street)
(Cty, State and ZI P Code)
Figure 16-2.--Certificate of Conpliance.
16- 10
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(Dat e)
MIlitary Collection Corporation
Sui tes 1000-1020 Credit Buil ding
200 I ndebt edness Road
Chargeatown, Allstates ZIP Code
Gent | enmen:
Recei pt of your letter alleging indebtedness of is

acknow edged. The matter has been brought to his/her attention and
s/ he has been advised to comunicate with you setting forth his/her
intentions in the matter.

The Marine Corps expects its nenbers to neet their just financial
obligations. The Marine Corps, however, has no authority to conpel
any paymnent, except in the case of State court garni shnment
proceedi ngs. Such paynents are the individual responsibility of

, and any action to enforce paynment would be a
matter for civil court.

Section 5520a of title 5, United States Code, provides that a

servi cenenber's pay is subject to legal process initiated to enforce
satisfaction of a |legal debt. Such action, however, requires fina
judgnment of a court of conpetent jurisdiction directing the Mrine
Corps to withhold an anmpbunt fromthe pay of and make
paynent to

Unless this matter can be resol ved satisfactorily by direct
correspondence with , the appropriate forum for
settlenent is a civil court. Any action to enforce a valid court-
ordered judgnment nust be sent to:

Def ense Fi nance and Accounting Service
Cl evel and Center, Code L

P. O, Box 998002

Cl evel and, OH 44199-8002

Si ncerely,

J. J. AUTHORI TY

Maj or, U.S. Marine Corps
Commandi ng O fi cer

Figure 16-3.--Standard Form for Commander's Reply to Conpl ai nant
Al | egi ng | ndebt edness of a Menmber of the Command.
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(Dat e)
MIlitary Collection Corporation
Sui tes 1000-1020 Credit Buil ding
200 | ndebt edness Road
Chargeatown, Allstates ZIP Code

Gent | enen:

Your letter alleging indebtedness of Sergeant J. Marine Leat herneck,
Jr., U S. Marine Corps, is returned. Your letter does not indicate
that the requirenents prescribed by the Secretary of Defense and
pronul gated in 44 Federal Register 31014 and 32 Code of Federa
Regul ati ons 43A, have been conmplied with, in that

I have encl osed an excerpt of the cited directive.

If you will provide nme, at the above address, the necessary
information and certification, | shall proceed with those neasures
that are authorized by the Secretary of Defense.

Si ncerely,

J. J. AUTHORI TY
Maj or, U.S. Marine Corps
Commandi ng O fi cer

Encl :

(1) Your letter

(2) Standards of Fairness, Full D sclosure and Certificate of
Conmpl i ance

NOTES:

1. In the first paragraph, briefly set out the deficiencies and the
met hod by which they nmay be corrected.

2. Enclosure (2) need not be furnished to |large conmmerci al users on a
recurring basis.

Figure 16-4.--Standard Form For Conmander's Reply to Conpl ai nant Not
Complying with Current Regul ations.
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(Dat e)

MIlitary Collection Corporation
Sui tes 1000-1020 Credit Buil ding
200 | ndebt edness Road

Chargeatown, Allstates ZIP Code

Gent | enen:

Recei pt of your letter alleging indebtedness of Sergeant J. Marine
Leat herneck, Jr., U S. Marine Corps, is acknow edged.

(As this individual has been separated fromthe U S. Mrine Corps,
your letter is returned without action) ( has been
reassigned to . Your letter has been forwarded
to his new conmmanding officer. Any further correspondence shoul d be
addressed to that organization.)

Si ncerely,

J. J. AUTHORI TY
Maj or, U.S. Marine Corps
Commandi ng O ficer

Encl :
(1) Your letter (if appropriate)

Figure 16-5.--Standard Form for Conmmander's Reply to Conpl ai nant
Al | egi ng I ndebt edness of a Person not a Member of the
Conmand.
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(Dat e)

MIlitary Collection Corporation
Sui tes 1000-1020 Credit Buil ding
200 | ndebt edness Road
Chargeatown, Allstates ZIP Code

Re: Sergeant J. Marine Leatherneck Jr., U S. Mrine Corps

Gent | enen:

Your claimw |l not be processed because of your (repeated
failure) (refusal) to conmply with the provisions of regul ations
publ i shed regarding the processing of a claim

or

Your claimw |l not be processed because it is ny opinion that you are
attenpting to make an unreasonabl e use of the debt processing
privil ege.

All further correspondence regarding this matter will be returned
wi t hout action.

Si ncerely,

J. J. AUTHORI TY
Maj or, U.S. Marine Corps
Commandi ng O fi cer

Note: Prior to sending this type of reply, consult with the staff
j udge advocat e.

Figure 16-6.--Standard Form for Commander's Reply to Conpl ai nant
Denyi ng Processing of C aimfor Abuse of Processing
Privil ege.
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