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1962—Pub. L. 87–825, § 4(b), Oct. 15, 1962, 76 Stat. 950, 
added item 3110.

Statutory Notes and Related Subsidiaries 

DEPARTMENT OF VETERANS AFFAIRS NOTICE RELATING 
TO DEBT COLLECTION ACTIVITIES 

Pub. L. 115–407, title V, § 504(a)–(c), Dec. 31, 2018, 132 
Stat. 5378, provided that: 

‘‘(a) DEBT NOTIFICATION LETTER FORMATS.—The Sec-
retary of Veterans Affairs shall collaborate with vet-
erans service organizations to develop a standard for-
mat for any letter provided to an individual who the 
Secretary determines is indebted to the United States 
by virtue of such individual’s participation in a bene-
fits program administered by the Secretary. Such let-
ter shall be written in plain language and shall include 
a notice of the debt and a clear explanation of—

‘‘(1) why the individual is indebted to the United 
States by virtue of such person’s participation in a 
benefits program administered by the Secretary; and 

‘‘(2) the options available to the individual. 
‘‘(b) DELIVERY OF DEBT NOTICES BY STANDARD MAIL 

AND ELECTRONIC MEANS.—The Secretary shall develop a 
method by which individuals may elect to receive no-
tice of debt by electronic means and shall ensure, to 
the extent practicable, that the letter developed under 
subsection (a) is delivered—

‘‘(1) by both standard mail and by electronic means 
to intended recipients who have made such an elec-
tion; and 

‘‘(2) only by standard mail to intended recipients 
who have not made such an election. 
‘‘(c) NOTICE TO CONGRESS.—

‘‘(1) NOTICES OF COMPLETION.—Upon completion of 
the development of the standard letter format re-
quired under subsection (a) and upon completion of 
development of the method by which individuals may 
elect to receive notice of debt by electronic means 
under subsection (b), the Secretary shall submit to 
Congress notice of the completion of the respective 
development. 

‘‘(2) PROGRESS REPORTS.—If the Secretary has not 
submitted each notice required by paragraph (1) by 
the date that is 90 days after the date of the enact-
ment of this Act [Dec. 31, 2018], the Secretary shall—

‘‘(A) submit to Congress a report describing the 
progress of the Secretary toward implementing sub-
sections (a) and (b) and an explanation for why the 
respective development has not been completed; 
and 

‘‘(B) every 30 days thereafter until all of the no-
tices required by paragraph (1) have been sub-
mitted, submit to Congress an update to the report 
under subparagraph (A) that includes an additional 
explanation for the failure to complete the respec-
tive development.’’

§ 5301. Nonassignability and exempt status of 
benefits 

(a)(1) Payments of benefits due or to become 
due under any law administered by the Sec-
retary shall not be assignable except to the ex-
tent specifically authorized by law, and such 
payments made to, or on account of, a bene-
ficiary shall be exempt from taxation, shall be 
exempt from the claim of creditors, and shall 
not be liable to attachment, levy, or seizure by 
or under any legal or equitable process what-
ever, either before or after receipt by the bene-
ficiary. The preceding sentence shall not apply 
to claims of the United States arising under 
such laws nor shall the exemption therein con-
tained as to taxation extend to any property 
purchased in part or wholly out of such pay-
ments. The provisions of this section shall not 
be construed to prohibit the assignment of in-

surance otherwise authorized under chapter 19 of 
this title, or of servicemen’s indemnity. 

(2) For the purposes of this subsection, in any 
case where a payee of an educational assistance 
allowance has designated the address of an at-
torney-in-fact as the payee’s address for the pur-
pose of receiving a benefit check and has also 
executed a power of attorney giving the attor-
ney-in-fact authority to negotiate such benefit 
check, such action shall be deemed to be an as-
signment and is prohibited. 

(3)(A) This paragraph is intended to clarify 
that, in any case where a beneficiary entitled to 
compensation, pension, or dependency and in-
demnity compensation enters into an agreement 
with another person under which agreement 
such other person acquires for consideration the 
right to receive such benefit by payment of such 
compensation, pension, or dependency and in-
demnity compensation, as the case may be, ex-
cept as provided in subparagraph (B), and in-
cluding deposit into a joint account from which 
such other person may make withdrawals, or 
otherwise, such agreement shall be deemed to be 
an assignment and is prohibited. 

(B) Notwithstanding subparagraph (A), noth-
ing in this paragraph is intended to prohibit a 
loan involving a beneficiary under the terms of 
which the beneficiary may use the benefit to 
repay such other person as long as each of the 
periodic payments made to repay such other 
person is separately and voluntarily executed by 
the beneficiary or is made by preauthorized elec-
tronic funds transfer pursuant to the Electronic 
Funds Transfers Act (15 U.S.C. 1693 et seq.). 

(C) Any agreement or arrangement for collat-
eral for security for an agreement that is pro-
hibited under subparagraph (A) is also prohib-
ited and is void from its inception. 

(b) This section shall prohibit the collection 
by setoff or otherwise out of any benefits pay-
able pursuant to any law administered by the 
Secretary and relating to veterans, their es-
tates, or their dependents, of any claim of the 
United States or any agency thereof against (1) 
any person other than the indebted beneficiary 
or the beneficiary’s estate; or (2) any beneficiary 
or the beneficiary’s estate except amounts due 
the United States by such beneficiary or the 
beneficiary’s estate by reason of overpayments 
or illegal payments made under such laws to 
such beneficiary or the beneficiary’s estate or to 
the beneficiary’s dependents as such. If the ben-
efits referred to in the preceding sentence are 
insurance payable by reason of yearly renewable 
term insurance, United States Government life 
insurance, or National Service Life Insurance 
issued by the United States, the exemption pro-
vided in this section shall not apply to indebted-
ness existing against the particular insurance 
contract upon the maturity of which the claim 
is based, whether such indebtedness is in the 
form of liens to secure unpaid premiums or 
loans, or interest on such premiums or loans, or 
indebtedness arising from overpayments of divi-
dends, refunds, loans, or other insurance bene-
fits. 

(c)(1) Notwithstanding any other provision of 
this section, the Secretary may, after receiving 
a request under paragraph (2) of this subsection 
relating to a veteran, collect by offset of any 



Page 955 TITLE 38—VETERANS’ BENEFITS § 5301

compensation or pension payable to the veteran 
under laws administered by the Secretary the 
uncollected portion of the amount of any indebt-
edness associated with the veteran’s participa-
tion in a plan prescribed in chapter 73 of title 10. 

(2) If the Secretary concerned (as defined in 
section 101(5) of title 37) has tried under section 
3711(a) of title 31 to collect an amount described 
in paragraph (1) of this subsection in the case of 
any veteran, has been unable to collect such 
amount, and has determined that the uncol-
lected portion of such amount is not collectible 
from amounts payable by that Secretary to the 
veteran or that the veteran is not receiving any 
payment from that Secretary, that Secretary 
may request the Secretary to make collections 
in the case of such veteran as authorized in 
paragraph (1) of this subsection. 

(3)(A) A collection authorized by paragraph (1) 
of this subsection shall be conducted in accord-
ance with the procedures prescribed in section 
3716 of title 31 for administrative offset collec-
tions made after attempts to collect claims 
under section 3711(a) of such title. 

(B) For the purposes of subparagraph (A) of 
this paragraph, as used in the second sentence of 
section 3716(a) of title 31—

(i) the term ‘‘records of the agency’’ shall be 
considered to refer to the records of the de-
partment of the Secretary concerned; and 

(ii) the term ‘‘agency’’ in clauses (3) and (4) 
shall be considered to refer to such depart-
ment.

(4) Funds collected under this subsection shall 
be credited to the Department of Defense Mili-
tary Retirement Fund under chapter 74 of title 
10 or to the Retired Pay Account of the Coast 
Guard, as appropriate. 

(d) Notwithstanding subsection (a) of this sec-
tion, payments of benefits under laws adminis-
tered by the Secretary shall not be exempt from 
levy under subchapter D of chapter 64 of the In-
ternal Revenue Code of 1986 (26 U.S.C. 6331 et 
seq.). 

(e) In the case of a person who—
(1) has been determined to be eligible to re-

ceive pension or compensation under laws ad-
ministered by the Secretary but for the re-
ceipt by such person of pay pursuant to any 
provision of law providing retired or retire-
ment pay to members or former members of 
the Armed Forces or commissioned officers of 
the National Oceanic and Atmospheric Admin-
istration or of the Public Health Service; and 

(2) files a waiver of such pay in accordance 
with section 5305 of this title in the amount of 
such pension or compensation before the end 
of the one-year period beginning on the date 
such person is notified by the Secretary of 
such person’s eligibility for such pension or 
compensation,

the retired or retirement pay of such person 
shall be exempt from taxation, as provided in 
subsection (a) of this section, in an amount 
equal to the amount of pension or compensation 
which would have been paid to such person but 
for the receipt by such person of such pay. 

(Pub. L. 85–857, Sept. 2, 1958, 72 Stat. 1229, § 3101; 
Pub. L. 94–502, title VII, § 701, Oct. 15, 1976, 90 
Stat. 2405; Pub. L. 95–479, title III, § 301, Oct. 18, 

1978, 92 Stat. 1564; Pub. L. 97–295, § 4(74), Oct. 12, 
1982, 96 Stat. 1310; Pub. L. 99–576, title V, § 504, 
title VII, § 701(68), Oct. 28, 1986, 100 Stat. 3286, 
3296; Pub. L. 101–189, div. A, title XIV, 
§ 1404(b)(2), Nov. 29, 1989, 103 Stat. 1586; Pub. L. 
102–25, title VII, § 705(c)(2), Apr. 6, 1991, 105 Stat. 
120; renumbered § 5301 and amended Pub. L. 
102–40, title IV, § 402(b)(1), (d)(1), May 7, 1991, 105 
Stat. 238, 239; Pub. L. 102–54, § 14(d)(2), June 13, 
1991, 105 Stat. 285; Pub. L. 102–83, § 4(a)(1), 
(2)(A)(vii), (b)(1), (2)(E), (4)(C), Aug. 6, 1991, 105 
Stat. 403–405; Pub. L. 102–86, title V, § 505(a), Aug. 
14, 1991, 105 Stat. 426; Pub. L. 108–183, title VII, 
§ 702, Dec. 16, 2003, 117 Stat. 2671.)

Editorial Notes 

REFERENCES IN TEXT 

The Electronic Funds Transfers Act, referred to in 
subsec. (a)(3)(B), probably means the Electronic Funds 
Transfer Act, title IX of Pub. L. 90–321, as added by 
Pub. L. 95–630, title XX, § 2001, Nov. 10, 1978, 92 Stat. 
3728, as amended, which is classified generally to sub-
chapter VI (§ 1693 et seq.) of chapter 41 of Title 15, Com-
merce and Trade. For complete classification of this 
Act to the Code, see Short Title note set out under sec-
tion 1601 of Title 15 and Tables. 

AMENDMENTS 

2003—Subsec. (a). Pub. L. 108–183 inserted ‘‘(1)’’ after 
‘‘(a)’’, designated last sentence as par. (2), and added 
par. (3). 

1991—Pub. L. 102–40, § 402(b)(1), renumbered section 
3101 of this title as this section. 

Subsecs. (a), (b). Pub. L. 102–83, § 4(a)(1), substituted 
‘‘administered by the Secretary’’ for ‘‘administered by 
the Veterans’ Administration’’. 

Subsec. (c)(1). Pub. L. 102–83, § 4(b)(1), (2)(E), sub-
stituted ‘‘Secretary’’ for ‘‘Administrator’’. 

Pub. L. 102–83, § 4(a)(1), substituted ‘‘administered by 
the Secretary’’ for ‘‘administered by the Veterans’ Ad-
ministration’’. 

Pub. L. 102–25 made a technical correction to Pub. L. 
101–189. See 1989 Amendment note below. 

Subsec. (c)(2). Pub. L. 102–83, § 4(b)(4)(C), substituted 
‘‘that Secretary’’ for second, third, and fourth ref-
erences to ‘‘the Secretary’’. 

Pub. L. 102–83, § 4(b)(1), (2)(E), substituted ‘‘Sec-
retary’’ for ‘‘Administrator’’ before ‘‘to make’’. 

Subsec. (c)(4). Pub. L. 102–86 inserted before period at 
end ‘‘or to the Retired Pay Account of the Coast Guard, 
as appropriate’’. 

Subsec. (d). Pub. L. 102–83, § 4(a)(1), substituted ‘‘ad-
ministered by the Secretary’’ for ‘‘administered by the 
Veterans’ Administration’’. 

Pub. L. 102–54 amended subsec. (d) as in effect imme-
diately before enactment of Pub. L. 102–40 by sub-
stituting ‘‘Internal Revenue Code of 1986’’ for ‘‘Internal 
Revenue Code of 1954’’. 

Subsec. (e)(1). Pub. L. 102–83, § 4(a)(1), substituted ‘‘ad-
ministered by the Secretary’’ for ‘‘administered by the 
Veterans’ Administration’’. 

Subsec. (e)(2). Pub. L. 102–83, § 4(a)(2)(A)(vii), sub-
stituted ‘‘Secretary’’ for ‘‘Veterans’ Administration’’. 

Pub. L. 102–40, § 402(d)(1), substituted ‘‘5305’’ for 
‘‘3105’’. 

1989—Subsec. (c)(1). Pub. L. 101–189, as amended by 
Pub. L. 102–25, struck out ‘‘subchapter I or II of’’ after 
‘‘plan prescribed in’’. 

1986—Subsec. (a). Pub. L. 99–576, § 701(68)(A), sub-
stituted ‘‘a’’ for ‘‘his or her’’ before ‘‘benefit check’’. 

Subsec. (b). Pub. L. 99–576, § 701(68)(B), substituted 
‘‘the beneficiary’s’’ for ‘‘his’’ in four places in first sen-
tence. 

Subsec. (c). Pub. L. 99–576, § 504(2), added subsec. (c). 
Former subsec. (c) redesignated (d). 

Subsecs. (d), (e). Pub. L. 99–576, § 504(1), redesignated 
former subsecs. (c) and (d) as (d) and (e), respectively. 
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1982—Subsec. (c). Pub. L. 97–295 inserted ‘‘of this sec-
tion’’ after ‘‘subsection (a)’’, and substituted ‘‘(26 
U.S.C. 6331 et seq.)’’ for ‘‘(relating to seizure of prop-
erty for collection of taxes)’’. 

1978—Subsec. (d). Pub. L. 95–479 added subsec. (d). 
1976—Subsec. (a). Pub. L. 94–502 inserted provision 

which prohibits, as an assignment, a payee of an edu-
cational assistance allowance from designating an at-
torney-in-fact’s address as the payee’s address for the 
purpose of receiving checks and benefits where the at-
torney-in-fact has also been given authority to nego-
tiate the checks and benefits.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 1991 AMENDMENT 

Pub. L. 102–86, title V, § 505(b), Aug. 14, 1991, 105 Stat. 
426, provided that: ‘‘The amendment made by sub-
section (a) [amending this section] shall apply with re-
spect to funds collected after September 30, 1991.’’

EFFECTIVE DATE OF 1989 AMENDMENT 

Amendment by Pub. L. 101–189 effective Apr. 1, 1992, 
see section 1404(b)(3) of Pub. L. 101–189, as amended, set 
out as a note under section 12731 of Title 10, Armed 
Forces. 

EFFECTIVE DATE OF 1978 AMENDMENT 

Amendment by Pub. L. 95–479 effective Oct. 1, 1978, 
see section 401 of Pub. L. 95–479, set out as a note under 
section 1114 of this title. 

EFFECTIVE DATE OF 1976 AMENDMENT 

Amendment by Pub. L. 94–502 effective Dec. 1, 1976, 
see section 703(c) of Pub. L. 94–502, set out as an Effec-
tive Date note under section 3693 of this title. 

TRANSFER OF FUNCTIONS 

For transfer of authorities, functions, personnel, and 
assets of the Coast Guard, including the authorities 
and functions of the Secretary of Transportation relat-
ing thereto, to the Department of Homeland Security, 
and for treatment of related references, see sections 
468(b), 551(d), 552(d), and 557 of Title 6, Domestic Secu-
rity, and the Department of Homeland Security Reor-
ganization Plan of November 25, 2002, as modified, set 
out as a note under section 542 of Title 6. 

UNDUE HARDSHIP CASES 

Pub. L. 95–202, title III, § 305(c), Nov. 23, 1977, 91 Stat. 
1444, provided that Administrator could provide equi-
table relief to educational institutions and accredited 
correspondence schools which were in possession of a 
veteran’s or eligible person’s benefit check payable to 
the veteran or person and mailed to the institution or 
school for certain courses or lessons completed by the 
veteran or person at the institution or school before 
certain dates in 1977 and which were holding a power of 
attorney executed by the veteran or person before Dec. 
1, 1976, authorizing negotiation of the check. 

§ 5302. Waiver of recovery of claims by the 
United States 

(a) There shall be no recovery of payments or 
overpayments (or any interest thereon) of any 
benefits under any of the laws administered by 
the Secretary whenever the Secretary deter-
mines that recovery would be against equity and 
good conscience, if an application for relief is 
made within 180 days from the date of notifica-
tion of the indebtedness by the Secretary to the 
payee, or within such longer period as the Sec-
retary determines is reasonable in a case in 
which the payee demonstrates to the satisfac-
tion of the Secretary that such notification was 
not actually received by such payee within a 

reasonable period after such date. The Secretary 
shall include in the notification to the payee a 
statement of the right of the payee to submit an 
application for a waiver under this subsection 
and a description of the procedures for submit-
ting the application. 

(b) With respect to any loan guaranteed, in-
sured, or made under chapter 37 of this title, the 
Secretary shall, except as provided in subsection 
(c) of this section, waive payment of an indebt-
edness to the Department by the veteran (as de-
fined in sections 101, 3701, and 3702(a)(2)(C)(ii) of 
this title), or the veteran’s spouse, following de-
fault and loss of the property, where the Sec-
retary determines that collection of such in-
debtedness would be against equity and good 
conscience. An application for relief under this 
subsection must be made within one year after 
the date on which the veteran receives notice by 
certified mail with return receipt requested 
from the Secretary of the indebtedness. The Sec-
retary shall include in the notification a state-
ment of the right of the veteran to submit an 
application for a waiver under this subsection 
and a description of the procedures for submit-
ting the application. 

(c) The recovery of any payment or the collec-
tion of any indebtedness (or any interest there-
on) may not be waived under this section if, in 
the Secretary’s opinion, there exists in connec-
tion with the claim for such waiver an indica-
tion of fraud, misrepresentation or bad faith on 
the part of the person or persons having an in-
terest in obtaining a waiver of such recovery or 
the collection of such indebtedness (or any in-
terest thereon). 

(d) No certifying or disbursing officer shall be 
liable for any amount paid to any person where 
the recovery of such amount is waived under 
subsection (a) or (b). 

(e) Where the recovery of a payment or over-
payment made from the National Service Life 
Insurance Fund or United States Government 
Life Insurance Fund is waived under this sec-
tion, the fund from which the payment was 
made shall be reimbursed from the National 
Service Life Insurance appropriation or the 
military and naval insurance appropriation, as 
applicable. 

(Pub. L. 85–857, Sept. 2, 1958, 72 Stat. 1230, § 3102; 
Pub. L. 92–328, title II, § 202(a), June 30, 1972, 86 
Stat. 396; Pub. L. 96–466, title VI, § 605(c)(3), Oct. 
17, 1980, 94 Stat. 2211; Pub. L. 97–306, title IV, 
§ 407(a), Oct. 14, 1982, 96 Stat. 1445; Pub. L. 99–576, 
title VII, § 701(69), Oct. 28, 1986, 100 Stat. 3296; 
Pub. L. 101–237, title III, § 311, Dec. 18, 1989, 103 
Stat. 2075; renumbered § 5302, Pub. L. 102–40, title 
IV, § 402(b)(1), May 7, 1991, 105 Stat. 238; Pub. L. 
102–54, § 5, June 13, 1991, 105 Stat. 268; Pub. L. 
102–83, §§ 4(a)(1), (3), (4), (b)(1), (2)(E), 5(c)(1), Aug. 
6, 1991, 105 Stat. 403–406; Pub. L. 102–547, § 12, Oct. 
28, 1992, 106 Stat. 3645; Pub. L. 105–33, title VIII, 
§ 8033(b), Aug. 5, 1997, 111 Stat. 669.)

Editorial Notes 

AMENDMENTS 

1997—Subsec. (b). Pub. L. 105–33 inserted ‘‘with return 
receipt requested’’ after ‘‘certified mail’’. 

1992—Subsecs. (a), (b). Pub. L. 102–547 made technical 
correction to directory language of Pub. L. 102–54, § 5. 
See 1991 Amendment note below. 
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