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Chairman Davis, distinguished members of the committee, my name is Zack Gaddy, and I am the Director of the Defense Finance and Accounting Service (DFAS).  Thank you for this opportunity to address pay-related problems for injured Soldiers.  
Today I will discuss our partnership with the Army to improve the accuracy of military pay to Soldiers who sustained battle and non-battle injury or illness while serving in a combat zone, and those Reservists assigned to Army Medical Retention Processing Units throughout the nation.

I want to assure the members of this committee that making sure our men and women in uniform are paid the right amount, on-time, is my number one priority.  Since the issue of pay problems for wounded-in-action Soldiers came to light last year, DFAS has worked continuously and closely with the Army to mitigate the conditions causing Soldier indebtedness.

Several weeks ago, I visited Soldiers who had been medically evacuated to the Landstuhl Army Regional Medical Center to see how the solutions we developed are working.  On behalf of the Department, I wanted to observe first hand how the systems and processes we have in place are working.
Please let me describe the steps we have taken to mitigate the conditions causing Soldier indebtedness, how we have assisted the Army with relief from indebtedness, and how we manage indebtedness of those serving our nation.
DFAS developed, and in May 2005, deployed a database to link casualty and medical information with finance records.  The “Wounded in Action Pay Management Program” uses data from the Army and identifies and monitors all battle injured and non-battle injured Soldiers who have served in a combat zone from October 7, 2001 to present.  This capability provides positive identification and tracking of Soldiers, and results in the majority of combat pay and entitlements being started and stopped on time.  This management tool significantly reduces the incidence of erroneous overpayment and associated Soldier indebtedness.
To date, over 60,000 Soldier pay accounts have been added to the program’s database, and since May 2005, DFAS and Army Finance Offices have reviewed over 35,000 of those accounts.  We are on track to complete reviews of the remaining accounts by September 2006.  As we find any discrepancies, we quickly take corrective action, including adjudication of any indebtedness identified.
In fact, since September 2005, all identified pay and allowance indebtedness for battle injured Soldiers on active duty has been suspended, pending review of their pay account for possible adjudication.  DFAS and the Army have assisted 1,561 Soldiers with debt relief totaling $1.46M; sometimes, on the Soldier’s behalf without his or her knowledge.

Also, beginning in October 2005, DFAS and the Army instituted a process at the Landstuhl Army Regional Medical Center - the point of medical evacuation from the combat zone - to stop Hardship Duty Pay – Location; one of the combat entitlements that was being erroneously overpaid and causing much of the Soldier indebtedness.  To date, 2,622 Hardship Duty Pay – Location entitlements have been correctly stopped by the Army WIA Team at Landstuhl. 
As I mentioned, I just returned from Landstuhl where I had the opportunity to watch the process in action.  I met with several Soldiers to get their views and I will tell you they believed the efforts of DFAS and the Army are working to ensure they are getting the correct pay.  We will continue to refine this operation, but I think to date, the people we trained and deployed to work this issue have done an outstanding job.
The supporting chart shows movement and pay support of Soldiers who are medically evacuated from the Southwest Asia combat zone (Southwest Asia includes all areas designated, i.e.:  Afghanistan, Iraq, Saudi Arabia and others), through Landstuhl Army Medical Center in Germany and onward to military medical Centers and Hospitals in the U.S. 
In addition to the new tracking and pay account management tool, DFAS and the Army also resourced, trained and employed finance specialists to identify, correct and prevent pay problems.  During the summer and fall of 2005, core training for WIA pay account management was provided to finance specialists who support major Army Medical Centers, Hospitals and Medical Treatment Facilities.  Since February 2006, finance specialists have canvassed all Army Major Medical Centers and Hospitals to conduct required “face-to-face” meetings with inpatients and their family members (or medical attendants).  During these meetings, finance specialists discuss current pay and entitlements, and assist Soldiers and family members with travel claim processing.  Finance personnel track the pay accounts until Soldiers return to duty or separate from Service.  If during this process indebtedness is discovered, the finance support specialist initiates a request for relief on behalf of the Soldier.
One of the issues I know this committee is also concerned with, is the reporting of Soldiers to credit bureaus over repayment issues.  We have taken positive steps to address this issue.  Effective June 2005, DFAS suspended collection of debt for those Soldiers identified as out-of-service “Wounded in Action (“Battle-Injured).”  Additionally, we immediately suspended the practice of reporting WIA Soldier indebtedness to collection agencies and credit bureaus and we stopped sending collection letters to the Soldiers.  These actions remain in effect until we can review and adjudicate each and every case of Soldier indebtedness.

Under current law, only debt related to erroneous overpayment of pay and entitlements or travel and transportation allowances is subject to waiver.  The Department appreciates Congressional assistance provided in the Fiscal Year 2006 National Defense Authorization Act.  Service Secretaries previously had the authority to remit indebtedness only for enlisted personnel who had not separated from service.  Now, thanks to your actions, Service Secretaries have broader debt relief authority to take care of our injured and ill enlisted, officer and Reservists, for up to one year after separation from service.  These Soldiers now have a wider range of debt eligible for consideration for relief, more time to process requests for relief, and processing time is shortened by several weeks.


Mr. Chairman, I know this committee is also concerned with pay and indebtedness issues for Reserve Soldiers assigned to Army Medical Retention Processing Units throughout the nation.
In June 2005, the Government Accountability Office (GAO) conducted an investigation into the pay support for Reserve Soldiers assigned to the Army Medical Retention Processing Unit (MRPU) at Fort Bragg.  The impacted population included some Soldiers who were not medically qualified to deploy, some that had become injured or ill in the combat zone and were medically evacuated, and some that upon return from deployment were found not medically cleared for release from active duty.  The GAO found conditions of erroneous payment and overpayment of combat entitlements for Soldiers assigned to that specific MRPU.  These conditions were primarily caused by local issues at Fort Bragg associated with the high op-tempo of the XVIIIth Airborne Corps.  In December 2005, the Army issued guidance and direction to resolve the condition.
At GAO’s recommendation, DFAS and the Army reviewed the accounts of all Soldiers assigned to the remaining 23 MRPUs and we have completed that review.  These problems were not Army-wide.    
We found that of the 2,347 Soldiers assigned to MRPUs (during the month of February 2006), only one-third had actually deployed, and we found 83 Soldiers with indebtedness.  Additionally, 11 MRPUs had at least one case of incorrect payment of combat entitlements.  These results were not up to DFAS standards.  We are working with the Army to improve the MRPU finance support operations.   
Finally, I want to assure this committee that DFAS does not pursue debt collection of those who have given their lives in defense of our country.  At DFAS, no known debts have been passed to the estates of those paying the ultimate price.


Mr. Chairman, Soldiers wounded in action should not have to worry about whether they are getting the right pay.  They need to focus on their medical care, the healing process and their families.  It is up to the Army and DFAS to provide the proper financial support.  Since this issue came to light, the Army and DFAS have focused our efforts on providing Soldiers the pay they are due, when they are due to receive it.  We are not perfect yet, and some cases have slipped through, but when we find them we aggressively work with the Army to fix them.  This issue remains my first priority and I assure you the DFAS will continue to work together with the Army and the other services to do our very best each and every day to pay service members correctly.

Thank you.
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