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OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE

HEALTH AFFAIRS

[Insert Contract Operations Division and Address]

[Certified Mail]
[Request Return Receipt]

[Date Sent]

[Contractor Point of Contact]

[Contractor Name]

[Contractor Address]

[City, State, Zip Code]

Dear [insert contractor point of contact], 

Reference: [Contract number/Modification number/Delivery Order number]


This letter is to inform you that you are indebted to the United States Government in the amount of $[insert total amount of debt].  [Insert 2-3 sentences describing the reason for indebtedness and authority to establish indebtedness].  This amount is due by [insert due date, must be less than 30 days from the date of this letter, or as otherwise defined in the contract].  This amount does not include any interest, penalties, or administrative fees that may accrue in the future as a result of the debt repayment schedule.  Your contract [and/or modification or delivery order] number[s] is [are] [insert contract/modification/delivery order number].
YOU MAY RESOLVE THE DEBT EITHER BY HAVING A CHECK FOR THE FULL AMOUNT ISSUED TO THE GOVERNMENT PAYMENT OFFICE OR BY INITIATING AN ELECTRONIC FUNDS TRANSFER.  REGARDLESS OF THE METHOD OF PAYMENT, THE GOVERNMENT MUST BE NOTIFIED WHEN PAYMENT IS SENT.  IF FULL PAYMENT IS NOT PRACTICABLE AT THIS TIME, THE CONTRACTOR SHOULD REQUEST A REPAYMENT PLAN TO THE UNDERSIGNED, AS DETAILED BELOW.
INCLUDE ONE OF THE TWO FOLLOWING PAYMENT METHODS AS DEEMED APPLICABLE BY THE CONTRACTING OFFICER (CO).  DELETE UNUSED PARAGRAPH AS NECESSARY.  SEE FEDERAL ACQUISITION REGULATION (FAR) 32.604(b)(5)(ii) AND DEPARTMENT OF DEFENSE FINANCIAL MANAGEMENT (DoD FMR) VOLUME 10 CHAPTER 18 SECTION 180403(C)  

Physical Check Payment Process:


Please promptly remit a check in the amount of $[insert total amount of debt] within [30] days [or insert timeframe as specified in the contract] of the date of this letter, payable to [insert payment office identified in contract] at the following address: 

[Name of Office]

[Office Address]
 [City, State, Zip Code]

Please include the contract [modification/ delivery order] number[s] on the check to ensure proper crediting of your payment.  A copy of this letter should be included with the check when submitted.
OR

Electronic Funds Transfer Process:
Payment may be made via electronic funds transfer to the U.S. Treasury by remitting full payment within [30 (or insert timeframe specified in the contract)] days of the date of this letter in the amount of $[insert total amount of debt] using the following TMA bank routing information: [insert routing information, which may be obtained from the payment office].  The memo line of the electronic funds transfer must include the contract [modification/delivery order] number shown above.  After submission of payment, you must notify the undersigned in writing, stating the amount transferred, date of transfer, and include a copy of this demand letter. 
INCLUDE ONE OF THE TWO FOLLOWING PARAGRAPHS AS APPLICABLE; IF TERMS RESULT FROM A CONTRACT CLAUSE, INSERT THE FIRST PARAGRAPH, OTHERWISE INSERT THE SECOND.  DELETE UNUSED PARAGRAPH.  SEE FAR 32.604(b)(4)(i) AND FAR 32.604(b)(4)(ii).
Payment of the outstanding debt should be made promptly; otherwise, interest will be due in accordance with the terms of the contract.  The interest rate applied to late payments shall be determined in accordance with the terms of the contract.  Interest is computed from the date specified in the applicable clause of the contract until the debt is fully repaid.  [If the debt in question results from a price reduction for defective pricing or as set forth in the Cost Accounting Standards clause of the contract insert the following sentence, if not, disregard and delete.]  Interest is computed from the date of overpayment by the Government until repayment by the contractor at the underpayment rate established by the Secretary of the Treasury, for the periods affected, under 26 United States Code (U.S.C.) §6621(a)(2).
OR

Any amounts not paid within 30 days from the date of the demand letter will bear interest from the date of this demand letter [or the date specified in the contract] at the rate established by the Secretary of the Treasury in accordance with Public Law 95-563.  This rate is applicable to the period in which the amount becomes due and then at the rate applicable for each six month period as determined by the Secretary, until the debt is paid.  The current variable rate is [insert current variable rate found at: http://www.fms.treas.gov/prompt/index.html] percent. 
If, 30 days after the date of this letter, the debt is still unresolved, the principal and interest shall be subject to collection by administrative offset and an administrative fee will be assessed against any payments otherwise due to [insert contractor’s name].  Be advised, a credit invoice or a contractor’s request to liquidate the debt against existing unpaid bills due to [insert contractor’s name] is not an acceptable means for liquidating indebtedness.  

SEE DoD FMR Vol.10 Ch.18 Section 180403(E) AND Section 180503(A)

If the debt amounts to $600 or more and full payment is not received within 60 days from the due date stated in this letter, your account will be transferred to the Defense Finance and Accounting Services Debt Management Office (DMO), Contract Pay Services, for additional action.  In the event of transfer, you will be assessed an additional administrative fee. 

SEE DoD FMR Vol.10 Ch.18 Section 180603(A)

If the debt is not paid in full within 60 days from the due date stated in this demand letter, a penalty of 6% per annum will be assessed to any portion of the unpaid debt, which can include interest and administrative charges.  SEE DoD FMR Vol.10 Ch.18 Section 180403(I)(3) 
If full payment is not received, or a payment plan is not submitted, within 180 days from the date of delinquency, the DMO will transfer the debt to the Secretary of the Treasury for collection where it will be subject to inclusion in cross servicing or the Treasury Offset program.  An additional administrative fee will be assessed for amounts to be collected.  SEE DoD FMR Vol.10 Ch.18 Section 180403(G) 
The authority to assess interest, penalties and administrative fees is set forth in 31 U.S.C. §3717, the Debt Collection Improvement Act of 1996, 31 Code of Federal Regulations §901.9, and the Federal Claims Collection Act.

If you believe the debt is invalid or the amount is incorrect, please contact the undersigned, in writing, immediately SEE FAR 32.604(b)(5)(i).  Interest will continue to accrue as described above while the debt is in dispute.  Your explanation and supporting documentation for any disputed amount must be mailed to: 
[Insert name of office]

[Insert Address]

[City, State, Zip Code]

If immediate payment is not practicable or if the amount is disputed, you may submit a proposal for deferment of collection, which is outlined in FAR 32.607 and in DoD FMR Vol.10 Ch. 18 Section 1810.  SEE FAR 32.604(b)(8)
You may also send a written request to the undersigned, along with adequate support documentation, to request pay of the debt in installments.  Your request will be reviewed and you will be notified of the outcome.  SEE FAR 32.607
In accordance with Office of Management and Budget Circular A-123, Appendix C, Part III, high dollar overpayments may be reported to the Federal Government’s improper payment website.  SEE DoD FMR Vol. 10 Ch. 18 Section 180403(J)
If you have any questions, of if you would like additional information regarding the basis of the Government’s claim, please contact the undersigned at [insert phone number], fax [insert fax number], or e-mail [insert e-mail address].  Your cooperation is requested to avoid further collection efforts. 

Respectfully,

[Insert name]
Contracting Officer
Enclosures:

[Any available documentation that substantiates the indebtedness must be attached to this letter in accordance with DoD FMR Vol. 10 Ch.18 Section 180403(H).  Additionally, attach any documentation of affected or representative lines of accounting as required by FAR 32.604(b) (2).]
Cc: [Insert payment office identified in contract]
Bracketed [red italicized text] indicates areas to be completed.  Replace the bracketed, red, italicized text with standard-format text and delete the brackets.  Un-bracketed, CAPITALIZED red text is informational or provides regulatory references, and intended to facilitate completion of the template.  Be sure to replace or delete all red text in the final version and delete this instructional box.  This template does not address every scenario where a contractor becomes indebted to the US Government, and should be tailored where required.  
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