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received a smaller allotment than it
was eligible to receive, the difference
between the actual and correct allot-
ments equals the amount to be re-
stored.

(4) If a claim against a household is
unpaid or held in suspense as provided
in § 273.18, the amount to be restored
shall be offset against the amount due
on the claim before the balance, if any,
is restored to the household. At the
point in time when the household is
certified and receives an initial allot-
ment, the initial allotment shall not be
reduced to offset claims, even if the
initial allotment is paid retroactively.

(e) Lost benefits to individuals disquali-
fied for intentional Program violation. In-
dividuals disqualified for intentional
Program violation are entitled to res-
toration of any benefits lost during the
months that they were disqualified,
not to exceed twelve months prior to
the date of State agency notification,
only if the decision which resulted in
disqualification is subsequently re-
versed. For example, an individual
would not be entitled to restoration of
lost benefits for the period of disquali-
fication based solely on the fact that a
criminal conviction could not be ob-
tained, unless the individual success-
fully challenged the disqualification
period imposed by an administrative
disqualification in a separate court ac-
tion. For each month the individual
was disqualified, not to exceed twelve
months prior to State agency notifica-
tion, the amount to be restored, if any,
shall be determined by comparing the
allotment the household received with
the allotment the household would
have received had the disqualified
member been allowed to participate. If
the household received a smaller allot-
ment than it should have received, the
difference equals the amount to be re-
stored. Participation in an administra-
tive disqualification hearing in which
the household contests the State agen-
cy assertion of intentional Program
violation shall be considered notifica-
tion that the household is requesting
restored benefits.

(f) Method of restoration. Regardless of
whether a household is currently eligi-
ble or ineligible, the State agency shall
restore lost benefits to a household by
issuing an allotment equal to the

amount of benefits that were lost. The
amount restored shall be issued in ad-
dition to the allotment currently eligi-
ble households are entitled to receive.
The State agency shall honor reason-
able requests by households to restore
lost benefits in monthly installments
if, for example, the household fears the
excess coupons may be stolen, or that
the amount to be restored is more than
it can use in a reasonable period of
time.

(g) Changes in household composition.
Whenever lost benefits are due a house-
hold and the household’s membership
has changed, the State agency shall re-
store the lost benefits to the household
containing a majority of the individ-
uals who were household members at
the time the loss occurred. If the State
agency cannot locate or determine the
household which contains a majority of
household members the State agency
shall restore the lost benefits to the
household containing the head of the
household at the time the loss oc-
curred.

(h) Accounting procedures. Each State
agency shall be responsible for main-
taining an accounting system for docu-
menting a household’s entitlement to
restoration of lost benefits and for re-
cording the balance of lost benefits
that must be restored to the household.
Each State agency shall at a minimum,
document how the amount to be re-
stored was calculated and the reason
lost benefits must be restored. The ac-
counting system shall be designed to
readily identify those situations where
a claim against a household can be
used to offset the amount to be re-
stored.

[Amdt. 132, 43 FR 47889, Oct. 17, 1978, as
amended by Amdt. 225, 48 FR 16831, Apr. 19,
1983; Amdt. 314, 54 FR 24518, June 7, 1989;
Amdt. 356, 59 FR 29713, June 9, 1994]

§ 273.18 Claims against households.
(a) General. (1) A recipient claim is an

amount owed because of:
(i) Benefits that are overpaid or
(ii) Benefits that are trafficked. Traf-

ficking is defined in 7 CFR 271.2.
(2) This claim is a Federal debt sub-

ject to this and other regulations gov-
erning Federal debts. The State agency
must establish and collect any claim
by following these regulations.
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(3) As a State agency, you must de-
velop a plan for establishing and col-
lecting claims that provides orderly
claims processing and results in claims
collections similar to recent national
rates of collection. If you do not meet
these standards, you must take correc-
tive action to correct any deficiencies
in the plan.

(4) The following are responsible for
paying a claim:

(i) Each person who was an adult
member of the household when the
overpayment or trafficking occurred;

(ii) A sponsor of an alien household
member if the sponsor is at fault; or

(iii) A person connected to the house-
hold, such as an authorized representa-
tive, who actually trafficks or other-
wise causes an overpayment or traf-
ficking.

(b) Types of claims. There are three
types of claims:

An . . . is . . .

(1) Intentional Program violation
(IPV) claim.

any claim for an overpayment or trafficking resulting from an
individual committing an IPV. An IPV is defined in § 273.16.

(2) Inadvertent household error
(IHE) claim.

any claim for an overpayment resulting from a misunder-
standing or unintended error on the part of the household.

(3) Agency error (AE) claim ...... any claim for an overpayment caused by an action or failure
to take action by the State agency. The only exception is an
overpayment caused by a household transacting an
untampered expired Authorization to Participate (ATP) card.

(c) Calculating the claim amount—(1)
Claims not related to trafficking.

(i) As a State agency, you

must calculate a claim . . . and . . . and . . .

back to at least twelve months
prior to when you become
aware of the overpayment.

for an IPV claim, the claim
must be calculated back to
the month the act of IPV
first occurred.

for all claims, don’t include
any amounts that occurred
more than six years before
you became aware of the
overpayment.

(ii) The actual steps for calculating a claim are

you . . . unless . . . then . . .

(A) determine the correct
amount of benefits for each
month that a household re-
ceived an overpayment.

(B) do not apply the earned in-
come deduction to that part
of any earned income that
the household failed to report
in a timely manner when this
act is the basis for the claim.

the claim is an AE claim ........ apply the earned income de-
duction.

(C) subtract the correct amount
of benefits from the benefits
actually received. The an-
swer is the amount of the
overpayment.

this answer is zero or nega-
tive.

dispose of the claim referral.
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you . . .

(D) reduce the overpayment
amount by any EBT benefits
expunged from the house-
hold’s EBT benefit account in
accordance with your own
procedures. The difference is
the amount of the claim.

you are not aware of any ex-
punged benefits.

the amount of the overpay-
ment calculated in para-
graph (e)(1)(ii)(C) of this
section is the amount of the
claim.

(2) Trafficking-related claims. Claims
arising from trafficking-related of-
fenses will be the value of the traf-
ficked benefits as determined by:

(i) The individual’s admission;

(ii) Adjudication; or
(iii) The documentation that forms

the basis for the trafficking determina-
tion.

(d) Claim referral management.

(1) As a State agency, you

must . . . and you . . . unless . . .

establish a claim before the
last day of the quarter fol-
lowing the quarter in which
the overpayment or traf-
ficking incident was discov-
ered.

will ensure that no less than
90 percent of all claim re-
ferrals are either estab-
lished or disposed of ac-
cording to this time frame.

you develop and use your
own standards and proce-
dures that have been ap-
proved by us (see para-
graph (d)(2) of this section).

(2) Instead of using the standard in
paragraph (d)(1) of this section, you
may opt to develop and follow your
own plan for the efficient and effective
management of claim referrals.

(i) This plan must be approved by us.
(ii) At a minimum, this plan must in-

clude:
(A) Justification as to why your

standards and procedures will be more
efficient and effective than our claim
referral standard;

(B) Procedures for the detection and
referral of potential overpayments or
trafficking violations;

(C) Time frames and procedures for
tracking claim referrals through date
of discovery to date of establishment;

(D) A description of the process to
ensure that these time frames are
being met;

(E) Any special procedures and time
frames for IPV referrals; and

(F) A procedure to track and follow-
up on IPV claim referrals when these
referrals are referred for prosecutorial
or similar action.

(e) Initiating collection action and man-
aging claims—(1) Applicability. State
agencies must begin collection action
on all claims unless the conditions
under paragraph (g)(2) of this section
apply.

(2) Pre-establishment cost effectiveness
determination. A State agency may opt
not to establish and subsequently col-
lect an overpayment that is not cost
effective. The following is our cost-ef-
fectiveness policy for State agencies:
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(i) You may follow your own cost effectiveness plan and

opt not to establish any claim if
. . .

unless . . . or . . .

you determine that the claim
referral is not cost effective
to pursue.

you do not have a cost-effec-
tiveness plan approved by
us.

you already established the
claim or discovered the
overpayment in a quality
control review.

(ii) Or you may follow the FNS threshold and

opt not to establish any claim if
. . .

unless . . . or . . .

you determine that the claim
referral is $125 or less.

the household is currently
participating in the Program.

you already established the
claim or discovered the
overpayment in a quality
control review.

(3) Notification of claim. (i) Each State
agency must develop and mail or other-
wise deliver to the household written
notification to begin collection action
on any claim.

(ii) The claim will be considered es-
tablished for tracking purposes as of
the date of the initial demand letter or
written notification.

(iii) If the claim or the amount of the
claim was not established at a hearing,
the State agency must provide the
household with a one-time notice of ad-
verse action. The notice of adverse ac-
tion may either be sent separately or
as part of the demand letter.

(IV) THE INITIAL DEMAND LETTER
OR NOTICE OF ADVERSE ACTION
MUST INCLUDE LANGUAGE STAT-
ING:

(A) The amount of the claim.

(B) The intent to collect from all
adults in the household when the
overpayment occurred.

(C) The type (IPV, IHE, AE or
similar language) and reason for
the claim.

(D) The time period associated
with the claim.

(E) How the claim was cal-
culated.

(F) The phone number to call for
more information about the
claim.

(G) That, if the claim is not
paid, it will be sent to other col-
lection agencies, who will use
various collection methods to
collect the claim.

(H) The opportunity to inspect
and copy records related to the
claim.

(I) Unless the amount of the
claim was established at a hear-
ing, the opportunity for a fair
hearing on the decision related
to the claim. The household will
have 90 days to request a fair
hearing.

(J) That, if not paid, the claim
will be referred to the Federal
government for federal collec-
tion action.
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(K) That the household can
make a written agreement to
repay the amount of the claim
prior to it being referred for Fed-
eral collection action.

(L) That, if the claim becomes
delinquent, the household may
be subject to additional proc-
essing charges.

(M) That the State agency may
reduce any part of the claim if
the agency believes that the
household is not able to repay
the claim.

(N) A due date or time frame to
either repay or make arrange-
ments to repay the claim, unless
the State agency is to impose al-
lotment reduction.

(O) If allotment reduction is to
be imposed, the percentage to be
used and the effective date.

(v) The due date or time frame for re-
payment must be not later than 30 days
after the date of the initial written no-
tification or demand letter.

(vi) Subsequent demand letters or no-
tices may be sent at the discretion of
the State agency. The language to be
used and content of these letters is left
up to the State agency.

(4) Repayment agreements. (i) Any re-
payment agreement for any claim must
contain due dates or time frames for
the periodic submission of payments.

(ii) The agreement must specify that
the household will be subject to invol-
untary collection action(s) if payment
is not received by the due date and the
claim becomes delinquent.

(5) Determining Delinquency. (i) Unless
specified in paragraph (e)(5)(iv) of this
section, a claim must be considered de-
linquent if:

(A) The claim has not been paid by
the due date and a satisfactory pay-
ment arrangement has not been made;
or

(B) A payment arrangement has been
established and a scheduled payment
has not been made by the due date.

(ii) The date of delinquency for a
claim covered under paragraph
(e)(5)(i)(A) of this section is the due
date on the initial written notification/
demand letter. The claim will remain
delinquent until payment is received in
full, a satisfactory payment agreement
is negotiated, or allotment reduction is
invoked.

(iii) The date of delinquency for a
claim covered under paragraph
(e)(5)(i)(B) of this section is the due
date of the missed installment pay-
ment. The claim will remain delin-
quent until payment is received in full,
allotment reduction is invoked, or if
the State agency determines to either
resume or re-negotiate the repayment
schedule.

(iv) A claim will not be considered
delinquent if another claim for the
same household is currently being paid
either through an installment agree-
ment or allotment reduction and you,
as a State agency, expect to begin col-
lection on the claim once the prior
claim(s) is settled.

(v) A claim is not subject to the re-
quirements for delinquent debts if the
State agency is unable to determine
delinquency status because collection
is coordinated through the court sys-
tem.

(6) Fair hearings and claims. (i) A
claim awaiting a fair hearing decision
must not be considered delinquent.

(ii) If the hearing official determines
that a claim does, in fact, exist against
the household, the household must be
re-notified of the claim. The language
to be used in this notice is left up to
the State agency. The demand for pay-
ment may be combined with the notice
of the hearing decision. Delinquency
must be based on the due date of this
subsequent notice and not on the ini-
tial pre-hearing demand letter sent to
the household.

(iii) If the hearing official determines
that a claim does not exist, the claim
is disposed of in accordance with para-
graph (e)(8) of this section.

(7) Compromising claims. (i) As a State
agency, you may compromise a claim
or any portion of a claim if it can be
reasonably determined that a house-
hold’s economic circumstances dictate
that the claim will not be paid in three
years.
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(ii) You may use the full amount of
the claim (including any amount com-
promised) to offset benefits in accord-
ance with § 273.17.

(iii) You may reinstate any com-
promised portion of a claim if the
claim becomes delinquent.

(8) Terminating and writing-off claims–
(i) A terminated claim is a claim in

which all collection action has ceased.
A written-off claim is no longer consid-
ered a receivable subject to continued
Federal and State agency collection
and reporting requirements.

(ii) The following is our claim termi-
nation policy:

As a State agency, if . . . Then you . . . Unless . . .

(A) you find that the claim is in-
valid.

must discharge the claim and
reflect the event as a bal-
ance adjustment rather
than a termination.

it is appropriate to pursue the
overpayment as a different
type of claim (e.g., as an
IHE rather than an IPV
claim).

(B) all adult household mem-
bers die.

must terminate and write-off
the claim.

you plan to pursue the claim
against the estate.

(C) the claim balance is $25 or
less and the claim has been
delinquent for 90 days or
more.

must terminate and write-off
the claim.

other claims exist against this
household resulting in an
aggregate claim total of
greater than $25.

(D) you determine it is not cost
effective to pursue the claim
any further.

must terminate and write-off
the claim.

we have not approved your
overall cost-effectiveness
criteria.

(E) the claim is delinquent for
three years or more.

must terminate and write-off
the claim.

you plan to continue to pur-
sue the claim through
Treasury’s Offset Program.

(F) you cannot locate the
household.

may terminate and write-off
the claim.

(G) a new collection method or
a specific event (such as
winning the lottery) substan-
tially increases the likelihood
of further collections.

may reinstate a terminated
and written-off claim.

you decide not to pursue this
option.

(f) Acceptable forms of payment.

You may collect a claim by: However . . .

(1) Reducing benefits prior to issuance. This in-
cludes allotment reduction and offsets to re-
stored benefits.

You must follow the instructions and limits
found in paragraphs (g)(1) and (g)(3) of this
section.

(2) Reducing benefits after issuance. These
are benefits from electronic benefit transfer
(EBT) accounts.

You must follow the instructions and limits
found in paragraph (g)(2) of this section.

(3) Accepting cash or any of its generally ac-
cepted equivalents. These equivalents in-
clude check, money order, and credit or
debit cards.

You do not have to accept credit or debit
cards if you do not have the capability to ac-
cept these payments.

(4) Accepting paper food coupons .................... You must destroy any coupons or coupon
books that are not returned to inventory and
document as appropriate.
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You may collect a claim by: However . . .

(5) Conducting your own offsets and intercepts.
This includes but is not limited to wage gar-
nishments and intercepts of various State
payments. These collections are considered
‘‘cash’’ for FNS claim accounting and report-
ing purposes.

You must follow any limits that may apply in
paragraph (g) of this section.

(6) Requiring the household to perform public
service.

This form of payment must be ordered by a
court and specifically be in lieu of paying
any claim.

(7) Participating in the Treasury collection pro-
grams.

You must follow the procedures found in para-
graph (n) of this section.

(g) Collection methods.
(1) Allotment reduction. The following

is our allotment reduction policy:

As a State agency, you must . . . Unless . . .

(i) Automatically collect payments for any claim
by reducing the amount of monthly benefits
that a household receives.

the claim is being collected at regular intervals
at a higher amount or another household is
already having its allotment reduced for the
same claim (see paragraph (g)(1)(vi) of this
section).

(ii) For an IPV claim, limit the amount reduced
to the greater of $20 per month or 20 per-
cent of the household’s monthly allotment or
entitlement.

the household agrees to a higher amount.

(iii) For an IHE or AE claim, limit the amount
reduced to the greater of $10 per month or
10 percent of the household’s monthly allot-
ment.

the household agrees to a higher amount.

(iv) Not reduce the initial allotment when the
household is first certified.

the household agrees to this reduction.

(v) Not use additional involuntary collection
methods against individuals in a household
that is already having its benefit reduced.

the additional payment is voluntary; or the
source of the payment is irregular and unex-
pected such as a State tax refund or lottery
winnings offset.

You may . . .

(vi) Collect using allotment reduction from two separate households for the same claim.
However, you are not required to perform this simultaneous reduction.

(vii) Continue to use any other collection method against any individual who is not a current
member of the household that is undergoing allotment reduction.

(2) Benefits from EBT accounts. (i) As a
State agency, you must allow a house-
hold to pay its claim using benefits
from its EBT benefit account.

(ii) You must comply with the fol-
lowing EBT benefit claims collection
and adjustment requirements:
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(A) For collecting from active (or reactivated) EBT benefits . . .

You . . . or . . . and . . .
need written permission which

may be obtained in advance
and done in accordance
with paragraph (g)(2)(iv) of
this section;.

oral permission for one time
reductions with you sending
the household a receipt of
the transaction within 10
days.

the retention rules do apply to
this collection.

(B) For collecting from stale EBT benefits . . .

You . . . and . . . and . . .

must mail or otherwise deliver
to the household written no-
tification that you intend to
apply the benefits to the out-
standing claim.

give the household at least 10
days to notify you that it
doesn’t want to use these
benefits to pay the claim.

the retention rules apply to
this collection.

(C) For making an adjustment with expunged EBT benefits . . .

You . . . and . . . and . . .
must adjust the amount of any

claim by subtracting any ex-
punged amount from the
EBT benefit account for
which you become aware.

this can be done anytime ....... the retention rules do not
apply to this adjustment.

(iii) A collection from an EBT ac-
count must be non-settling against the
benefit drawdown account.

(iv) At a minimum, any written
agreement with the household to col-
lect a claim using active EBT benefits
must include:

(A) A statement that this collection
activity is strictly voluntary;

(B) The amount of the payment;
(C) The frequency of the payments

(i.e., whether monthly or one time
only);

(D) The length (if any) of the agree-
ment; and

(E) A statement that the household
may revoke this agreement at any
time.

(3) Offsets to restored benefits. You
must reduce any restored benefits owed
to a household by the amount of any
outstanding claim. This may be done
at any time during the claim establish-
ment and collection process.

(4) Lump sum payments. You must ac-
cept any payment for a claim whether
it represents full or partial payment.
The payment may be in any of the ac-
ceptable formats.

(5) Installment payments. (i) You may
accept installment payments made for
a claim as part of a negotiated repay-
ment agreement.

(ii) As a household, if you fail to sub-
mit a payment in accordance with the
terms of your negotiated repayment
schedule, your claim becomes delin-
quent and it will be subject to addi-
tional collection actions.

(6) Intercept of unemployment com-
pensation benefits. (i) As a State agency,
you may arrange with a liable indi-
vidual to intercept his or her unem-
ployment compensation benefits for
the collection of any claim. This col-
lection option may be included as part
of a repayment agreement.

(ii) You may also intercept an indi-
vidual’s unemployment compensation
benefits by obtaining a court order.

(iii) You must report any intercept of
unemployment compensation benefits
as ‘‘cash’’ payments when they are re-
ported to us.

(7) Public service. If authorized by a
court, the value of a claim may be paid
by the household performing public
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service. As a State agency, you will re-
port these amounts in accordance with
our instructions.

(8) Other collection actions. You may
employ any other collection actions to
collect claims. These actions include,
but are not limited to, referrals to col-
lection and/or other similar private and
public sector agencies, state tax refund
and lottery offsets, wage garnishments,
property liens and small claims court.

(9) Unspecified joint collections. When
an unspecified joint collection is re-
ceived for a combined public assist-
ance/food stamp recipient claim, each
program must receive its pro rata
share of the amount collected. An un-
specified joint collection is when funds
are received in response to correspond-
ence or a referral that contained both
the food stamp and other program
claim(s) and the debtor does not speci-
fy to which claim to apply the collec-
tion.

(h) Refunds for overpaid claims. (1) As
a household, if you overpay a claim,
the State agency must provide a refund
for the overpaid amount as soon as pos-
sible after the State agency finds out

about the overpayment. You will be
paid by whatever method the State
agency deems appropriate considering
the circumstances.

(2) You are not entitled to a refund if
the overpaid amount is attributed to
an expunged EBT benefit.

(i) Interstate claims collection. (1) Un-
less a transfer occurs as outlined in
paragraph (i)(2) of this section, as a
State agency, you are responsible for
initiating and continuing collection ac-
tion on any food stamp recipient claim
regardless of whether the household re-
mains in your State.

(2) You may accept a claim from an-
other State agency if the household
with the claim moves into your State.
Once you accept this responsibility,
the claim is yours for future collection
and reporting. You will report inter-
state transfers to us in accordance
with our instructions.

(j) Bankruptcy. A State agency may
act on our behalf in any bankruptcy
proceeding against a bankrupt house-
hold with outstanding recipient claims.

(k) Retention rates. (1) The retention
rates for State agencies are as follows:

If you collect an . . . then the retention rate is
. . .

(i) IPV claim ...................................................................................... 35 percent.
(ii) IHE claim ..................................................................................... 20 percent.
(iii) IHE claim by reducing a person’s unemployment compensa-

tion benefit.
35 percent.

(iv) AE claim ..................................................................................... nothing.

(2) These rates do not apply to any
reduction in benefits when you dis-
qualify someone for an IPV.

(l) Submission of payments to us. A
State agency must send us the value of
funds collected for IHE, IPV or AE
claims according to our instructions.
We must pay you for claims collection
retention by electronic funds transfer.

(m) Accounting procedures. (1) As a
State agency, you must maintain an
accounting system for monitoring re-
cipient claims against households. This
accounting system shall consist of both
the system of records maintained for
individual debtors and the accounts re-
ceivable summary data maintained for
these debts.

(2) At a minimum, the accounting
system must document the following
for each claim:

(i) The date of discovery;
(ii) The reason for the claim;
(iii) The calculation of the claim;
(iv) The date you established the

claim;
(v) The methods used to collect the

claim;
(vi) The amount and incidence of any

claim processing charges;
(vii) The reason for the final disposi-

tion of the claim;
(viii) Any collections made on the

claim;
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(ix) Any correspondence, including
follow-up letters, sent to the house-
hold.

(3) At a minimum, your accounting
or certification system must also iden-
tify the following for each claim:

(i) Those households whose claims
have become delinquent;

(ii) Those situations in which an
amount not yet restored to a household
can be used to offset a claim owed by
the household; and

(iii) Those households with out-
standing claims that are applying for
benefits.

(4) When requested and at intervals
determined by us, your accounting sys-
tem must also produce:

(i) Accurate and supported out-
standing balances and collections for
established claims; and

(ii) Summary reports of the funds
collected, the amount submitted to
FNS, the claims established and termi-
nated, any delinquent claims proc-
essing charges, the uncollected balance
and the delinquency of the unpaid debt.

(5) On a quarterly basis, unless other-
wise directed by us, your accounting
system must reconcile summary bal-
ances reported to individual supporting
records.

(n) Treasury’s Offset Programs (TOP).
(1) Referring debts to TOP. (i) As a State
agency, you must refer to TOP all re-
cipient claims that are delinquent for
180 or more days.

(ii) You must certify that all of these
claims to be referred to TOP are 180
days delinquent and legally enforce-
able.

(iii) You must refer these claims in
accordance with our and the Depart-
ment of the Treasury’s (Treasury) in-
structions.

(iv) You must not refer claims to
TOP that:

(A) You become aware that the debt-
or is a member of a participating
household that is having its allotment
reduced to collect the claim; or

(B) Fall into any other category des-
ignated by us as non-referable to TOP.

(2) Notifying debtors of referral to TOP.
(i) As a State agency, you must notify
the debtor of the impending referral to
TOP according to our instructions re-
lating to:

(A) What constitutes an adequate ad-
dress to send the notice;

(B) What specific language will be in-
cluded in the TOP referral notice;

(C) What will be the appropriate time
frames and appeal rights; and

(D) Any other information that we
determine necessary to fulfill all due
process and other legal requirements as
well as to adequately inform the debtor
of the impending action.

(ii) You must also follow our instruc-
tions regarding procedures connected
with responding to inquiries, subse-
quent reviews and hearings, and any
other procedures determined by us as
necessary in the debtor notification
process.

(3) Effect on debtors. (i) If you, as a
debtor, have your claim referred to
TOP, any eligible Federal payment
that you are owed may be intercepted
through TOP.

(ii) You may also be responsible for
paying any collection or processing
fees charged by the Federal govern-
ment to intercept your payment.

(4) Procedures when a claim is in TOP.
(i) As a State agency, you must follow
FNS and Treasury procedures when the
claim is in TOP.

(ii) You must remove a claim from
TOP if:

(A) FNS or Treasury instruct you to
remove the debt; or

(B) You discover that:
(1) The debtor is a member of a food

stamp household undergoing allotment
reduction;

(2) The claim is paid up;
(3) The claim is disposed of through a

hearing, termination, compromise or
any other means;

(4) The claim was referred to TOP in
error; or

(5) You make an arrangement with
the debtor to resume payments.

(5) Receiving and reporting. As a State
agency, you must follow our proce-
dures on receiving and reporting TOP
payments.

(6) Security or confidentiality agree-
ments. As a State agency, you must fol-
low our procedures regarding any secu-
rity or confidentiality agreements or
processes necessary for TOP participa-
tion.

[65 FR 41775, July 6, 2000; 65 FR 47587, Aug. 2,
2000]
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EFFECTIVE DATE NOTE: At 65 FR 41775, July
6, 2000, § 273.18 was revised, effective Aug. 1,
2000, except for paragraphs (c)(1)(ii)(B), (f),
and (g), which were effective Aug. 22, 1996. At
65 FR 47587, Aug. 2, 2000, the effective date
was corrected from August 1, 2000, to read
August 1, 2001, and § 273.18 was amended by
correctly revising paragraph (e)(3)(iv), effec-
tive Aug. 1, 2001. For your convenience, the
superseded text follows:

§ 273.18 Claims against households.
(a) Establishing claims against households.

All adult household members shall be jointly
and severally liable for the value of any
overissuance of benefits to the household.
The State agency shall establish a claim
against any household that has received
more food stamp benefits than it is entitled
to receive or any household which contains
an adult member who was an adult member
of another household that received more food
stamp benefits than it was entitled to re-
ceive.

(1) Inadvertent household error claims. A
claim shall be handled as an inadvertent
household error claim if the overissuance
was caused by:

(i) A misunderstanding or unintended error
on the part of the household;

(ii) A misunderstanding or unintended
error on the part of a categorically eligible
household provided a claim can be calculated
based on a change in net income and/or
household size amount;

(iii) SSA action of failure to take action
which resulted in the household’s categorical
eligibility provided a claim can be calculated
based on a change in net income and/or
household size.

(2) Administrative error claims. A claim shall
be handled as an administrative error claim
if the overissuance was caused by State
agency action or failure to take action or, in
the case of categorical eligibility, an action
by an agency of the State or local govern-
ment which resulted in the household’s im-
proper eligibility for public assistance or
general assistance provided a claim can be
calculated based on a change in net income
and/or household size.

(3) Intentional Program violation claims. A
claim shall be handled as an intentional Pro-
gram violation claim only if an administra-
tive disqualification hearing official or a
court of appropriate jurisdiction has deter-
mined that a household member committed
intentional Program violation as defined in
§ 273.16(c), or an individual is disqualified as
a result of signing either a waiver of his/her
disqualification hearing as discussed in
§ 273.16(f) or a disqualification consent agree-
ment in cases referred for prosecution as dis-
cussed in § 273.16(h). Prior to the determina-
tion of intentional Program violation or the
signing of either a waiver of right to a dis-
qualification hearing or a disqualification

consent agreement in cases of deferred adju-
dication, the claim against the household
shall be handled as an inadvertent household
error claim.

(b) Criteria for establishing inadvertent
household and administrative error claims. The
State agency shall take action to establish a
claim against any household that received
an overissuance due to an inadvertent house-
hold or administrative error if the criteria
specified in this paragraph have been met. At
a minimum, the State agency shall take ac-
tion on those claims for which 12 months or
less have elasped between the month an
overissuence occurred and the month the
State agency discovered a specific case in-
volving an overissuance. The State agency
may choose to take action on those claims
for which more than 12 months have elasped.
However, the State agency shall not take ac-
tion on claims for which more than six years
have elasped between the month an
overissuance occurred and the month the
State agency discovered a specific case in-
volving an overissuance.

(1) Instances of inadvertent household
error which may result in a claim include,
but are not limited to, the following:

(i) The household unintentionally failed to
provide the State agency with correct or
complete information;

(ii) The household unintentionally failed
to report to the State agency changes in its
household circumstances; or

(iii) The household unintentionally re-
ceived benefits or more benefits than it was
entitled to receive pending a fair hearing de-
cision because the household requested a
continuation of benefits based on the mis-
taken belief that it was entitled to such ben-
efits.

(iv) The household was receiving food
stamps solely because of categorical eligi-
bility and the household was subsequently
determined ineligible for PA, or GA and/or
SSI at the time they received it.

(v) The SSA took an action or failed to
take the appropriate action, which resulted
in the household improperly receiving SSI.

(2) Instances of administrative error which
may result in a claim include, but are not
limited to, the following:

(i) A State agency failed to take prompt
action on a change reported by the house-
hold;

(ii) A State agency incorrectly computed
the household’s income or deductions, or
otherwise assigned an incorrect allotment;

(iii) A State agency incorrectly issued du-
plicate ATP’s to a household which were sub-
sequently transacted;

(iv) The State agency continued to provide
household food stamp allotments after its
certification period had expired without ben-
efit of a reapplication determination; or
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(v) The State agency failed to provide a
household a reduced level of food stamp ben-
efits because its public assistance grant
changed.

(vi) An agency of the State or local govern-
ment took an action or failed to take an ap-
propriate action, which resulted in the
household improperly receiving PA or GA.

(3) Neither an administrative error claim
nor an inadvertent household error claim
shall be established if an overissuance oc-
curred as a result of the following:

(i) A State agency failed to insure that a
household fulfilled the following procedural
requirements:

(A) Signed the application form,
(B) Completed a current work registration

form, or
(C) Was certified in the correct project

area;
(ii) The household transacted an expired

ATP, unless the household altered its ATP.
(c) Calculating the amount of claims—(1) In-

advertent household and administrative error
claims. (i) For each month that a household
received an overissuance due to an inad-
vertent household or administrative error,
the State agency shall determine the correct
amount of food stamp benefits the household
was entitled to receive. The amount of the
inadvertent household or administrative
error claim shall be calculated based, at a
minimum, on the amount of overissuance
which occurred during the 12 months pre-
ceding the date the overissuance was discov-
ered. The State agency may choose to cal-
culate the amount of the claim back to the
month the inadvertent household or admin-
istrative error occurred, regardless of the
length of time that elapsed until the inad-
vertent household or administrative error
was discovered. However, the State agency
shall not include in its calculation any
amount of the overissuance which occurred
in a month more than six years from the
date the overissuance was discovered. In
cases involving reported changes, the State
agency shall determine the month the
overissuance initially occurred as follows:

(A) If, due to an inadvertent error on the
part of the household, the household failed
to report a change in its circumstances with-
in the required timeframes, the first month
affected by the household’s failure to report
shall be the first month in which the change
would have been effective had it been timely
reported. However, in no event shall the
State agency determine as the first month in
which the change would have been effective
any month later than two months from the
month in which the change in household cir-
cumstances occurred.

(B) If the household timely reported a
change, but the State agency did not act on
the change within the required timeframes,
the first month affected by the State’s fail-
ure to act shall be the first month the State

agency would have made the change effec-
tive had it timely acted. However, in no
event shall the State agency determine as
the first month in which the change would
have been effective any month later than
two months from the month in which the
change in household circumstances occurred.
If a notice of adverse action was required but
was not provided, the State agency shall as-
sume for the purpose of calculating the
claim that the maximum advance notice pe-
riod as provided in § 273.13(a)(1) would have
expired without the household requesting a
fair hearing.

(ii) If the household received a larger allot-
ment than it was entitled to receive, the
State agency shall establish a claim against
the household equal to the difference be-
tween the allotment the household received
and the allotment the household should have
received. For categorically eligible house-
holds, a claim will only be determined when
it can be computed on the basis of changed
household net income and/or household size.
A claim shall not be established if there was
not a change in net income and/or household
size.

(iii) After calculating the amount of the
inadvertent household or administrative
error claim, the State agency shall offset the
amount of the claim against any amounts
which have not yet been restored to the
household in accordance with § 273.17. The
State agency shall then initiate collection
action for the remaining balance, if any.

(2) Intentional Program violation claims. (i)
For each month that a household received an
overissuance due to an act of intentional
Program violation, the State agency shall
determine the correct amount of food stamp
benefits, if any, the household was entitled
to receive. The amount of the intentional
Program violation claim shall be calculated
back to the month the act of intentional
Program violation occurred, regardless of
the length of time that elapsed until the de-
termination of intentional Program viola-
tion was made. However, the State agency
shall not include in its calculation any
amount of the overissuance which occurred
in a month more than six years from the
date the overissuance was discovered. If the
household member is determined to have
committed intentional Program violation by
intentionally failing to report a change in its
household’s circumstances, the first month
affected by the household’s failure to report
shall be the first month in which the change
would have been effective had it been re-
ported. However, in no event shall the State
agency determine as the first month in
which the change would have been effective
any month later than two months from the
month in which the change in household cir-
cumstances occurred.

(ii) If the household received a larger allot-
ment than it was entitled to receive, the
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State agency shall establish a claim against
the household equal to the difference be-
tween the allotment the household received
and the allotment the household should have
received. In calculating IPV claims involving
unreported earned income, the State agency
shall not apply the earned income deduction
specified in § 273.9(d)(2) to that part of any
earned income which a household willfully
or fraudulently failed to report in a timely
manner as determined by one of the disquali-
fication procedures specified in § 273.16,
which are: an administrative disqualification
hearing; a waiver to such a hearing; a court
order; or a deferred adjudication.

(iii) Once the amount of the intentional
Program violation claim is established, the
State agency shall offset the claim against
any amount of lost benefits that have not
yet been restored to the household in accord-
ance with § 273.17.

(d) Collecting claims against households—(1)
Criteria for initiating collection action on inad-
vertent household and administrative error
claims.

(i) State agencies shall initiate collection
action against the household on all inad-
vertent household or administrative error
claims unless the claim is collected through
offset or one of the following conditions
apply:

(A) The total amount of the claim is less
than $35, and the claim cannot be recovered
by reducing the household’s allotment. How-
ever, any State agency shall have the option
to initiate collection action for other claims
under $35 at such time that multiple
overissuances for a household total $35 or
more. If the State agency chooses this op-
tion, households shall be informed of this
policy.

(B) The State agency has documentation
which shows that the household cannot be
located.

(ii) The State agency may postpone collec-
tion action on inadvertent household error
claims in cases where an overissuance is
being referred for possible prosecution or for
administrative disqualification, and the
State agency determines that collection ac-
tion will prejudice the case.

(2) Criteria for initiating collection action on
intentional Program violation claims. If a
household member is found to have com-
mitted intentional Program violation (by an
administrative disqualification hearing offi-
cial or a court of appropriate jurisdiction) or
has signed either a waiver as discussed in
§ 273.16(f) or a consent agreement as dis-
cussed in § 273.16(h), the State agency shall
initiate collection action against the indi-
vidual’s household. In addition, a personal
contact with the household shall be made, if
possible. The State agency shall initiate
such collection unless the household has re-
paid the overissuance already, the State
agency has documentation which shows the

household cannot be located, or the State
agency determines that collection action
will prejudice the case against a household
member referred for prosecution. The State
agency shall initiate collection action for an
unpaid or partially paid claim even if collec-
tion action was previously initiated against
the household while the claim was being
handled as an inadvertent household error
claim. In cases where a household member
was found guilty of misrepresentation or
fraud by a court or signed a disqualification
consent agreement in cases referred for pros-
ecution, the State agency shall request that
the matter of restitution be brought before
the court or addressed in the agreement
reached between the prosecutor and accused
individual.

(3) Initiating collection on claims. Each State
agency shall develop a written demand letter
for initiating collection action on claims
which contains the information required by
this paragraph. A model letter is available
from FNS. If the claim was not established
by a fair hearing, the State agency shall pro-
vide a notice of adverse action as part of or
along with the demand letter, as specified in
§ 273.13. The notice of adverse action shall be
sent on all claims established after March 26,
1990 and on any preexisting claims if at any
time after the effective date of these provi-
sions a follow-up demand letter is sent on
that claim. A one-time adverse action notice
accompanying the original demand letter, or
incorporated into it, which informs recipi-
ents they have 90 days to appeal the claim,
satisfies the notice provisions.

(i) The demand letter shall inform the
household of the amount owed, the reason
for the claim, the period of time the claim
covers, any offset which reduces the claim
and how the household may pay the claim. If
the amount of the claim was not established
at a fair hearing, including one consolidated
with an administrative disqualification hear-
ing, the latter shall notify the household
that it may request a fair hearing on the
amount of the claim.

(ii) The demand letter shall advise the
household of the availability of any indi-
vidual or organization which provides house-
holds free legal representation.

(iii) For inadvertent household error
claims, the first demand letter to a partici-
pating household shall inform the household:

(A) That unless it elects a method of re-
payment and informs the State agency of its
election within the time specified in para-
graph (d)(4)(i) of this section, or timely re-
quests a fair hearing and continued benefits,
its allotment will be reduced;

(B) How allotment reduction will affect
household benefits, if the State agency has
not otherwise informed the household about
this matter;

(C) That if the household timely elects al-
lotment reduction, such reduction will begin
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with the first allotment issued after such
election, as provided in § 273.12(c)(2) of this
part; and

(D) That if the household fails to make a
timely election, or to timely request a fair
hearing and continued benefits, the reduc-
tion will begin with the first allotment
issued after timely notice of such election or
request is due to the State agency, as pro-
vided in § 273.12(c)(2) of this part.

(iv) For inadvertent household error
claims, a demand letter provided to a par-
ticipating household subsequent to a fair
hearing which sustains the claim shall in-
form the household:

(A) That unless it elects a method of re-
payment and informs the State agency of its
election within the time specified in para-
graph (d)(4)(i) of this section, its allotment
will be reduced;

(B) How allotment reduction will affect
household benefits, if the State agency has
not otherwise informed the household about
this matter;

(C) That if the household timely elects al-
lotment reduction, such reduction will begin
with the first allotment issued after such
election, as provided in § 273.12(c)(2) of this
part; and

(D) That if the household fails to make a
timely election, the reduction will begin
with the first allotment issued after timely
notice of such election is due to the State
agency, as provided in § 273.12(c)(2) of this
part.

(v) For intentional Program violation
claims, the first demand letter provided a
participating household following the action
which establishes the claim, as required in
§ 237.16 of this part, shall inform the house-
hold:

(A) That it must elect a method of repay-
ment and inform the State agency of its
election within the time specified in para-
graph (d)(4)(ii) of this section, or its allot-
ment will be reduced;

(B) How allotment reduction will affect
household benefits, if the State agency has
not otherwise informed the household;

(C) That if the household timely elects al-
lotment reduction, such reduction will begin
with the first allotment issued after such
election, as provided in § 273.12(c)(2) of this
part; and

(D) That if the household fails to make a
timely election, the reduction will begin
with the first allotment issued 10 days after
the date of the demand letter, as provided in
§ 273.12(c)(2) of this part.

(vi) If the State agency has implemented
the intercept of unemployment compensa-
tion benefits as provided in paragraph (g)(3)
of this section, the demand letter shall in-
form the household of this voluntary method
of repayment of claims for intentional pro-
gram violations.

(vii) If the State agency is required to use
other means of collecting claims for inten-
tional Program violations as specified in
paragraph (d)(4)(iii) of this section, the letter
shall inform the household of those other
means and the circumstances in which they
may be used by the State agency.

(viii) The demand letter shall inform the
household of the availability of allotment re-
duction as a voluntary method of repayment
of administrative error claims.

(ix) The demand letter shall inform a
household against which the State agency
has initiated collection action of its right to
request renegotiation of any repayment
schedule to which the household has agreed
in accordance with paragraph (g)(2) of this
section in the event the household’s eco-
nomic circumstances change.

(x) The demand letter shall provide space
for the household to indicate its preferred
method of repayment and for the signature
of a household member.

(4) Further collection actions. (i) Inadvertent
household error claims. Participating house-
holds which are liable for inadvertent house-
hold error claims shall be deemed to have
elected allotment reduction unless they no-
tify the State agency of their choice of re-
payment method within 20 days of the date
an initial demand letter, or a demand letter
for payment following a fair hearing which
sustains the claim, is mailed or otherwise de-
livered to them.

(ii) Intentional Program violation claims.
Participating households which are liable for
intentional Program violation claims shall
elect a method of repayment on the date of
receipt of the demand letter required in
§ 273.16(e)(9) and (g)(3) of this part (or if the
date of receipt is not a business day, on the
next business day) or be deemed to have
elected allotment reduction. Each State
agency shall determine a deadline for receipt
of such elections for them to be considered
timely. In no event shall that deadline ex-
ceed 10 days from the date the demand letter
is mailed or otherwise delivered to liable
households.

(iii) If any nonparticipating household or if
any currently participating household
against which collection action has been ini-
tiated for repayment of an administrative
error claim does not respond to the first de-
mand letter, additional demand letters shall
be sent at reasonable intervals, such as 30
days, until the household has responded by
paying or agreeing to pay the claim, until
the criteria for suspending collection action
specified in paragraph (e) of this section
have been met, or until the State agency ini-
tiates other collection actions.

(iv) The State agency shall pursue other
means of collection actions, as appropriate,
to obtain restitution of a claim against any
household which fails to respond to a written
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demand letter for repayment of any inten-
tional program violation claim unless the
State agency can determine that such other
means are generally not cost effective. The
State agency may also pursue other collec-
tion actions, as appropriate, to obtain res-
titution of a claim against any household
which fails to respond to a written demand
letter for repayment of any inadvertent
household error or administrative error
claim. If the State agency chooses to pursue
other collection actions and the household
pays the claim, payments shall be submitted
to FNS in accordance with the procedures
outlined in paragraph (h) of this section and
the State agency’s retention shall be based
on the actual amount collected from the
household through such collection actions.

(e) Suspending and terminating collection of
claims—(1) Suspending collection of inadvertent
household and administrative error claims. An
inadvertent household or administrative
error claim may be suspended if no collec-
tion action was initiated because of condi-
tions specified in paragraph (d)(1)(i) of this
section. If collection action was initiated,
and at least one demand letter has been sent,
further collection action of an inadvertent
household error claim against a nonpartici-
pating household or of any administrative
error claim may be suspended when:

(i) The household cannot be located; or
(ii) The cost of further collection action is

likely to exceed the amount that can be re-
covered.

(2) Suspending collection of intentional Pro-
gram violation claims. The State agency may
suspend collection action on intentional Pro-
gram violation claims at any time if it has
documentation that the household cannot be
located. If the State agency has sent at least
one demand letter for claims under $100, at
least two demand letters for claims between
$100 and $400, and at least three demand let-
ters for claims of more than $400, further col-
lection action of any intentional Program
violation claim against a nonparticipating
household may be suspended when the cost
of further collection action is likely to ex-
ceed the amount that can be recovered.

(3) Terminating collection of claims. A claim
may be determined uncollectible after it is
held in suspense for 3 years. The State agen-
cy may use a suspended or terminated claim
to offset benefits in accordance with § 273.17.

(f) Change in household composition. State
agencies shall initiate collection action
against any or all of the adult members of a
household at the time an overissuance oc-
curred. Therefore, if a change in household
composition occurs, State agencies may pur-
sue collection action against any household
which has a member who was an adult mem-
ber of the household that received the
overissuance. The State agency may also off-
set the amount of the claim against restored
benefits owed to any household which con-

tains a member who was an adult member of
the original household at the time the
overissuance occurred. Under no cir-
cumstances may a State agency collect more
than the amount of the claim. In pursuing
claims, the State agency may use any of the
appropriate methods of collecting payments
in § 273.18(g).

(g) Method of collecting payments. As speci-
fied in paragraph (d) of this section, State
agencies shall collect payments for claims
against households as follows:

(1) Lump sum. (i) If the household is finan-
cially able to pay the claim at one time, the
State agency shall collect a lump sum cash
payment. However, the household shall not
be required to liquidate all of its resources to
make this one lump sum payment.

(ii) If the household is financially unable
to pay the entire amount of the claim at one
time and prefers to make a lump sum cash
payment as partial payment of the claim,
the State agency shall accept this method of
payment.

(iii) If the household chooses to make a
lump sum payment of food stamp coupons as
full or partial payment of the claim, the
State agency shall accept this method of re-
payment.

(2) Installments. (i) The State agency shall
negotiate a payment schedule with the
household for repayment of any amounts of
the claim not repaid through a lump sum
payment. Payments shall be accepted by the
State agency in regular installments. The
household may use food stamp coupons as
full or partial payment of any installment. If
the full claim or remaining amount of the
claim cannot be liquidated in 3 years, the
State agency may compromise the claim by
reducing it to an amount that will allow the
household to pay the claim in 3 years. A
State agency may use the full amount of the
claim (including any amount compromised)
to offset benefits in accordance with § 273.17.

(ii) If the household fails to make a pay-
ment in accordance with the established re-
payment schedule (either a lesser amount or
no payment), the State agency shall send the
household a notice explaining that no pay-
ment or an insufficient payment was re-
ceived. The notice shall inform the house-
hold that it may contact the State agency to
discuss renegotiation of the payment sched-
ule. The notice shall also inform the house-
hold that unless the overdue payments are
made or the State agency is contacted to dis-
cuss renegotiation of the payment schedule,
the allotment of a currently participating
household against which an inadvertent
household error or intentional Program vio-
lation claim has been established may be re-
duced without a notice of adverse action.

(iii) If the household responds to the no-
tice, the State agency shall take one of the
following actions as appropriate:
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(A) If the household makes the overdue
payments and wishes to continue payments
based on the previous schedule, permit the
household to do so;

(B) If the household requests renegoti-
ation, and if the State agency concurs with
the request, negotiate a new payment sched-
ule;

(C) If the household requests renegotiation
of the amount of its repayment schedule but
the State agency believes that the house-
hold’s economic circumstances have not
changed enough to warrant the requested
settlement, the State agency may continue
renegotiation until a settlement can be
reached. The State agency shall have the op-
tion to invoke allotment reduction against a
currently participating household for repay-
ment of an inadvertent household error or
intentional Program violation claim if a set-
tlement cannot be reached.

(iv) If a currently participating household
against which an inadvertent household
error or intentional Program violation
claims has been established fails to respond
to the notice, the State agency shall invoke
allotment reduction. The State agency may
also invoke allotment reduction if such a
household responds by requesting renegoti-
ation of the amount of its repayment sched-
ule but the State agency believes that the
household’s economic circumstances have
not changed enough to warrant the re-
quested settlement. If allotment reduction is
invoked, no notice of adverse action is re-
quired.

(v) In cases where the household is cur-
rently participating in the program and a
payment schedule is negotiated for repay-
ment of an inadvertent household error or
intentional Program violation claim, the
State agency shall ensure that the nego-
tiated amount to be repaid each month
through installment payments is not less
than the amount which could be recovered
through allotment reduction. Once nego-
tiated, the amount to be repaid each month
through installment payments shall remain
unchanged regardless of subsequent changes
in the household’s monthly allotment. How-
ever, both the State agency and the house-
hold shall have the option to initiate renego-
tiation of the payment schedule if they be-
lieve that the household’s economic cir-
cumstances have changed enough to warrant
such action.

(3) Intercept of unemployment compensation
benefits. State agencies which have an ap-
proved attachment to their Plan of Oper-
ation permitting the intercept of unemploy-
ment compensation benefits for the collec-
tion of claims for intentional program viola-
tions may arrange for such intercept as pro-
vided in § 272.12. Collections made by such
intercepts shall be treated as lump sum or
installment payments as discussed in para-
graph (g) (1) and (2) of this section.

(4) Reduction in food stamp allotment. State
agencies shall collect payments for inad-
vertent household error claims and inten-
tional Program violation claims from house-
holds currently participating in the program
by reducing the household’s food stamp al-
lotments. State agencies shall collect pay-
ments for administrative error claims from
households currently participating in the
program by reducing the household’s food
stamp allotments if the household prefers to
use this method of repayment. Prior to re-
duction, the State agency shall inform the
household of the appropriate formula for de-
termining the amount of food stamps to be
recovered each month and the effect of that
formula on the household’s allotment (i.e.,
the amount of food stamps the State agency
expects will be recovered each month), and
of the availability of other methods of repay-
ment. If the household requests to make a
lump sum cash and/or food stamp coupon
payment as full or partial payment of the
claim, the State agency shall accept this
method of payment. The State agency shall
reduce the household’s allotment to recover
any amounts of an inadvertent household
error or intentional Program violation claim
not repaid through a lump sum cash and/or
food stamp coupon payment, unless a pay-
ment schedule has been negotiated with the
household. The provision for the minimum
benefit for households with one and two
members only, as described in
§ 273.10(e)(2)(ii)(C), shall apply to the allot-
ment prior to reduction in accordance with
this paragraph. If the full or remaining
amount of the claim cannot be liquidated in
3 years, the State agency may compromise
the claim by reducing it to an amount that
will allow the household to make restitution
within 3 years. A State agency may use the
full amount of the claim (including any
amount compromised) to offset benefits in
accordance with § 273.17. The amount of food
stamps to be recovered each month through
allotment reduction shall be determined as
follows:

(i) Inadvertent household error claims. For
inadvertent household error claims, the
amount of food stamps shall be the greater
of 10 percent of the household’s monthly al-
lotment or $10 per month.

(ii) Administrative error claims. For adminis-
trative error claims, the amount of food
stamps to be recovered each month from a
household choosing to use this method shall
be negotiated with the household. Choice of
this option is entirely up to the household
and no household shall have its allotment re-
duced by an amount with which it does not
agree for payment of an administrative error
claim.

(iii) Intentional Program violation claims.
For intentional Program violation claims,
the amount of food stamps shall be the
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greater of 20 percent of the household’s
monthly entitlement or $10 per month.

(5) Federal income tax refund offset pro-
gram—(i) General requirements. State agen-
cies which choose to implement the Federal
income tax refund offset program (FTROP)
shall:

(A) Submit an amendment to their Plan of
Operation as specified in Section
272.2(d)(1)(xii) of this chapter stating that
they will comply with the requirements for
FTROP and with the requirements for the
Federal Salary Offset Program (salary off-
set). Such amendments shall be submitted to
the appropriate FNS regional office no later
than twelve months before the beginning of
a State agency’s first offset year.

(B) Submit data for FTROP to FNS in the
record formats specified by FNS and/or the
Internal Revenue Service (IRS), and accord-
ing to schedules and by means of magnetic
tape, electronic data transmission or other
method specified by FNS.

(ii) Claims referable for offset. State agencies
may submit for collection from Federal in-
come tax refunds recipient claims which are
past due and legally enforceable.

(A) Such claims must be:
(1) Only inadvertent household error

claims or intentional Program violation
claims. These claims shall be properly estab-
lished according to the requirements of this
section (which pertains to claims against
households) and the requirements of section
273.16 (which pertains to disqualification for
intentional Program violations). In addition,
these claims shall be properly established no
later than the date the State transmits its
final request for IRS addresses for the par-
ticular offset year. Furthermore, the State
agency shall have electronic records and/or
paper documents showing that the claim was
properly established. These records and doc-
uments include such items as claim demand
letters, results of fair hearings, advance no-
tices of disqualification hearings, results of
such hearings, and records of payments.

(2) Claims for which the State agency has
verified that no individual who is jointly and
severally liable as specified in paragraph (a)
of this section is also currently participating
in the FSP in the State.

(3) Claims which meet at least the min-
imum dollar amount established by the IRS.

(4) Claims for which the date of the initial
demand letter is within 10 years of January
31 of the offset year, except that claims re-
duced to final court judgments ordering indi-
viduals to pay the debt are not subject to
this 10-year limitation.

(5) Claims for which the State agency is re-
ceiving neither regular voluntary payments
nor regular, involuntary payments such as
wage garnishment. Claims for which a State
agency has been receiving regular payments
under paragraph (g)(2) of this section are
considered past due and legally enforceable

if the individual does not respond to a notice
of default as specified in paragraph (g)(2) of
this section.

(6) Claims for which collection is not
barred by a bankruptcy.

(7) Claims for which the State agency has
provided the individual with all of the notifi-
cation and opportunities for review as speci-
fied in paragraphs (g)(5)(iii), (g)(5)(iv),
(g)(5)(v) and (g)(5)(vi) of this section.

(B) In addition:
(1) All claims to be submitted for collec-

tion under FTROP shall be reduced by any
amounts subject to collection from State in-
come tax refunds or from other sources
which may result in collections during the
offset year.

(2) If a claim to be submitted for collection
under FTROP is a combination of two or
more recipient claims, the date of the initial
demand letter for each claim combined shall
be within the 10-year range specified in para-
graph (g)(5)(ii)(A)(4) of this section. Claims
reduced to judgment shall not be combined
with claims which are not reduced to judg-
ment.

(3) If a claim to be submitted under FTROP
is apportioned between two or more individ-
uals who are jointly and severally liable for
the claim pursuant to paragraphs (a) and (f)
of this section, the sum of the amounts sub-
mitted shall not exceed the total amount of
the claim.

(iii) 60-Day notice to individuals. (A) Prior
to referring claims for collection under
FTROP, the State agency shall provide indi-
viduals from whom it seeks to collect such
claims with a notice, called a 60-day notice.
For offset year 1996, State agencies have the
option of providing the 60-day notice speci-
fied in paragraph (g)(5)(iv) of this section or
in paragraph (g)(5)(x) of this section. For off-
set year 1997 and subsequent years, State
agencies shall provide the 60-day notice spec-
ified in paragraph (g)(5)(iv).

(B) With the exception of such State-spe-
cific information as names and job titles and
information required for State agency con-
tacts, a State agency’s 60-day notice shall
contain only the information specified in
paragraph (g)(5)(iv) of this section. In the
certification letter required in paragraph
(g)(5)(vii) of this section, the State agency
shall include a statement that its 60-day no-
tice conforms to this requirement. This re-
quirement shall not apply to State agencies
which choose to use the 60-day specified in
paragraph (g)(5)(x) of this section for offset
year 1996.

(C) Unless otherwise notified by FNS, the
State agency shall mail 60-day notices for
claims to be referred for collection through
FTROP no later than October 1 preceding
the offset year during which the claims
would be offset.

(D) The State agency shall mail 60-day no-
tices using the address information provided

VerDate 11<MAY>2000 10:13 Mar 14, 2001 Jkt 194013 PO 00000 Frm 00761 Fmt 8010 Sfmt 8003 Y:\SGML\194013T.XXX pfrm06 PsN: 194013T



762

7 CFR Ch. II (1–1–01 Edition)§ 273.18

by the IRS unless the State agency receives
clear and concise notification from the tax-
payer that notices from the State agency are
to be sent to an address different from the
address obtained from the IRS. Such clear
and concise notification shall mean that the
taxpayer has provided the State agency with
written notification including the taxpayer’s
name and identifying number (which is gen-
erally the taxpayer’s SSN), the taxpayer’s
new address, and the taxpayer’s intent to
have notices from the State agency sent to
the new address. Claims for which 60-day no-
tices addressed as required in this paragraph
are returned as undeliverable may be re-
ferred for collection under FTROP.

(iv) Contents of the 60-day notice. Except
that the language set out in paragraph
(g)(5)(iv)(C) of this section shall not be in-
cluded in the notice for offset year 1996, the
State agency’s 60-day notice shall state that:

(A) [Name of the State agency or an equiv-
alent phrase] has records documenting that
you, [the name of the individual], Social Se-
curity Number: [the individual’s Social Se-
curity Number] are liable for [the unpaid
balance of the recipient claim(s) the State
agency intends to refer] resulting from
overissued food stamp benefits. [The name of
the State agency or equivalent phrase] has
previously mailed or otherwise delivered de-
mand letters notifying you about the claim,
including the right to a fair hearing on the
claim, and has made any other required col-
lection efforts.

(B) The Deficit Reduction Act of 1984, as
amended, authorizes the Internal Revenue
Service (IRS) to deduct such debts from tax
refunds if they are past due and legally en-
forceable. [Name of the State agency or an
equivalent phrase] has determined that your
debt is past due and legally enforceable as
specified by the Deficit Reduction Act of
1984, the IRS regulations, and Food Stamp
Program (FSP) regulations. We intend to
refer the claim for deduction from your Fed-
eral income tax refund unless you pay the
claim within 60 days of the date of the notice
or make other repayment arrangements ac-
ceptable to us.

(C) If we refer your claim to the IRS, a
charge for the administrative cost of collec-
tion will be added to your claim and that
amount will also be deducted if the claim, or
any portion of the claim, is deducted from
your tax refund. This charge will be approxi-
mately [the amount provided by FNS].

(D) All adults who were household mem-
bers when excess food stamp benefits were
issued to the household are jointly and sev-
erally liable for the value of those benefits,
and collection of claims for such benefits
may be pursued against all such individuals.

(E) Our records do not show that the claim
is being paid according to either a voluntary
agreement with us or through scheduled, in-
voluntary payments. To pay the claim vol-

untarily or to discuss it, you should contact:
[an office, administrative unit and/or indi-
vidual, the contact’s street address or post
office box, and a toll-free or collect tele-
phone number].

(F) You are entitled to request a review of
the intended collection action. We must re-
ceive your request for review within 60 days
of the date of this notice. Such a request
must be written, must be submitted to the
address provided in this notice and must con-
tain your Social Security Number. We will
not refer your claim for offset while our re-
view is pending.

(G) The claim is not legally enforceable if
a bankruptcy prevents collection of the
claim.

(H) You may want to contact your local of-
fice of the IRS before filing your Federal in-
come tax return. This is true where you are
filing a joint return, and your spouse is not
liable for the food stamp claim and has in-
come and withholding and/or estimated Fed-
eral income tax payments. In such cir-
cumstances your spouse may be entitled to
receive his or her portion of any joint refund.
Your own liability for this claim, including
any charge for administrative costs, may
still be collected from your share of such a
joint refund.

(I) If you request a review of our intent to
collect the claim from your income tax re-
fund, you should provide documentation
showing that at least one of the items listed
below is incorrect for the claim cited in this
notice. If you do not have such documenta-
tion, for example a cancelled check, you
should explain in detail why you believe that
the claim is not collectible under the Fed-
eral Income Tax Refund Offset Program.

(J) The claim cited in this notice is subject
to collection from your tax refund for the
following reasons:

(1) The claim was properly established ac-
cording to Food Stamp Program regulations
and was caused by an inadvertent household
error or an intentional Program violation;

(2) No individual who is jointly and sever-
ally liable for the claim is also currently
participating in the Food Stamp Program in
[the name of State initiating the collection
action];

(3) The claim is for at least [the minimum
dollar amount required by the IRS];

(4) The date of the initial demand letter for
the claim is within 10 years of January 31,
[the offset year]. If the claim was reduced to
a final court judgment ordering you to pay
the debt, this 10-year period does not apply,
and the date of the initial demand letter
may be older than 10 years; and

(5) We are neither receiving voluntary pay-
ments pursuant to an agreed upon schedule
of payments as provided in current Food
Stamp Program regulations nor are we re-
ceiving scheduled, involuntary payments
such as wage garnishment. Claims for which
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we have been receiving regular payments
under current Food Stamp Program regula-
tions are considered past due and legally en-
forceable if you did not respond to a notice
of default.

(K) In addition, collection of the claim is
not barred by bankruptcy.

(v) State agency action on requests for review.
(A) For all written requests for review re-
ceived within 60 days of the date of the 60-
day notice, the State agency shall determine
whether or not the subject claims are past
due and legally enforceable, and shall notify
individuals in writing of the result of such
determinations.

(B) The State agency shall determine
whether or not claims are past due and le-
gally enforceable based on a review of its
records, and of documentation, evidence or
other information the individual may sub-
mit.

(C) If the State agency decides that a
claim for which a review request is received
is past due and legally enforceable, it shall
notify the individual that:

(1) The claim was determined past due and
legally enforceable, and the reason for that
determination. Acceptable reasons for such a
determination include the individual’s fail-
ure to provide adequate documentation that
the claim is not past due or legally enforce-
able;

(2) The State agency intends to refer the
claim to the IRS for offset;

(3) The individual may ask FNS to review
the State agency decision. FNS must receive
the request for review within 30 days of the
date of the State agency decision. FNS will
provide the individual a written response to
such a request stating its decision and the
reasons for its decision. The claim will not
be referred to the IRS for offset pending the
FNS decision; and

(4) A request for an FNS review must in-
clude the individual’s SSN and must be sent
to the appropriate FNS regional office. The
State agency decision shall provide the ad-
dress of that regional office, including in
that address the phrase ‘‘Tax Offset Review.’’

(D) If the State agency determines that the
claim is not past due or legally enforceable,
in addition to notifying the individual that
the claim will not be referred for offset, the
State agency shall take any actions required
by food stamp regulations with respect to es-
tablishing the claim, including holding ap-
propriate hearings and initiating collection
action.

(E) The State agency shall not refer for off-
set a claim for which a timely State agency
review request is received unless by October
31 preceding the offset year the State agency
determines the claim past due and legally
enforceable, and notifies the individual of
that decision as specified in paragraphs
(g)(5)(v)(C)(1), (g)(5)(v)(C)(2), and
(g)(5)(v)(C)(3) of this section.

(vi) FNS action on appeals of State agency re-
views. (A) FNS shall act on all timely re-
quests for FNS reviews of State agency re-
view decisions as specified in paragraph
(g)(5)(v)(C) of this section. A request for FNS
review is timely if it is received by FNS
within 30 days of the date of the State agen-
cy’s review decision.

(B) If a timely request for FNS review is
received, and the State agency’s decision is
dated on or before October 31 of the year
prior to the offset year, FNS shall:

(1) Complete a review and notification as
specified in paragraphs (g)(5)(vi)(C),
(g)(5)(vi)(D), and (g)(5)(vi)(E) of this section,
including providing State agencies and indi-
viduals the required notification of its deci-
sion; or

(2) Notify the State agency that it has not
completed its review and that the State
agency must delete the claims in question
from files to be certified to FNS according to
paragraph (g)(5)(vii) of this section. If FNS
fails to timely notify the State agency and
because of that failure a claim is offset
which FNS later finds does not meet the cri-
teria specified in paragraph (g)(5)(ii) of this
section, FNS will provide funds to the State
agency for refunding the charge for the off-
set fee.

(C) If a timely request for FNS review is
received, and the State agency’s decision is
dated after October 31 of the year prior to
the offset year, FNS shall complete a review
as specified in paragraphs (g)(5)(vi)(D),
(g)(5)(vi)(E) and (g)(5)(vi)(F) of this section,
but the claim shall not be referred for offset
as specified in paragraph (g)(5)(v)(E) of this
section.

(D) When FNS receives an individual’s re-
quest to review a State agency decision, FNS
shall:

(1) Request pertinent documentation from
the State agency about the claim. Such doc-
umentation shall include such things as
printouts of electronic records and/or copies
of claim demand letters, results of fair hear-
ings, advance notices of disqualification
hearings, the results of such hearings,
records of payments, 60-day notices, review
requests and documentation, decision let-
ters, and pertinent records of such things as
telephone conversations; and

(2) Decide whether the State agency cor-
rectly determined the claim in question is
past due and legally enforceable.

(E) If FNS finds that the State agency cor-
rectly determined that the claim is past due
and legally enforceable, FNS will notify the
State agency and individual of its decision,
and the reason(s) for that decision, including
notice to the individual that any further ap-
peal must be made through the courts.

(F) If FNS finds that the State agency in-
correctly determined that the claim is past
due and legally enforceable, FNS will notify
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the State agency and individual of its deci-
sion, and the reason(s) for that decision. FNS
will also notify the State agency about any
corrective action the State agency must
take with respect to the claim and related
procedures.

(vii) Referral of claims for offset. (A) State
agencies shall submit to FNS a certified file
of claims for collection through FTROP by
the date specified by FNS in schedules which
FNS will provide as stated in paragraph
(g)(5)(i) of this section. At the same time
State agencies shall also provide to their
FNS regional office a letter which specifi-
cally certifies that all claims contained in
that certified file meet the criteria for
claims referable for FTROP as specified in
paragraph (g)(5)(ii) of this section, and that
for all such claims a notice and opportunity
to request a review as required in paragraphs
(g)(5)(iii), (g)(5)(iv), (g)(5)(v) and (g)(5)(vi) of
this section have been provided. The certifi-
cation letter shall also state that the State
agency has not included in the certified file
of claims any claim which, as provided in
paragraph (g)(5)(vi) of this section, FNS noti-
fied the State agency is not past due or is
not legally enforceable, or any claim for
which FNS notified the State agency that it
has not completed a timely requested re-
view, or for which the State agency has not
completed a timely requested review. Fi-
nally, the certification letter shall also state
that with the exception of State-specific in-
formation such as names and positions and
State-specific information required for State
agency contacts, the State agency’s 60-day
notice contains only the information speci-
fied in paragraph (g)(5)(iv) of this section.

(B) The State agency shall provide to FNS
the name, address and toll-free or collect
telephone numbers of State agency contacts
to be included in IRS notices of offset. State
agencies shall state in the letter required in
paragraph (g)(5)(vii)(A) of this section how
they determined that such information is ac-
curate and shall provide FNS updates of that
information if and when that information
changes.

(viii) State agency actions on offsets made.
(A) Promptly after receiving notice from
FNS that offsets have been made, the State
agency shall notify affected individuals of
offsets made, including the amount charged
for offset fees, and the status of the claims in
question.

(B) As close in time as possible to the no-
tice of offset required in paragraph
(g)(5)(viii)(A) of this section, the State agen-
cy shall refund to the individual (as required
by paragraph (i)(4) of this section) any over
collection which resulted from the offset of
the individual’s Federal income tax refund.

(C) If an offset results from a State agency
including in the certified file of claims re-
quired by paragraph (g)(5)(vii)(A) of this sec-
tion a claim which does not meet the criteria

specified in paragraph (g)(5)(ii) of this sec-
tion, the State agency shall refund the
amount offset to the individual, including
any amounts collected to pay for the offset
fee charged by the IRS. The State agency
may claim any such latter amount as an al-
lowable administrative cost under part 277 of
this chapter. The State agency shall not be
responsible for refunding any portion of the
charges for offset fees incurred for IRS rever-
sals of offsets when, for example, the IRS re-
funds amounts offset, including offset fees,
to taxpayers who properly notified the IRS
that they are not liable for claims which
were collected in whole or part from their
share of a joint Federal income tax refund.

(ix) Monitoring and reporting offset activities.
State agencies shall monitor FTROP activi-
ties and shall take all necessary steps to:

(A) Update IRS files, reducing the amounts
of or deleting claims from those files to re-
flect payments made after referral to FNS,
or deleting claims which for other reasons no
longer meet the criteria for being collectible
under FTROP.

(B) Promptly refund to the individual any
over collection of claims as required in para-
graph (g)(5)(viii)(B) of this section.

(C) Annually and no later than the tenth of
October of the year prior to the offset year
report in writing to the FNS regional office
the number of 60-day notices mailed and the
total dollar value of the claims associated
with those notices.

(D) Submit data security and voluntary
payment reports as required by FNS and the
IRS.

(E) Report collections of all recipient
claims collected under the procedures of
paragraph (g)(5) of this section as required
by paragraph (i)(2) of this section.

(x) Contents of the alternate 60-day notice. As
specified in paragraph (g)(5)(iii)(A) of this
section, for offset year 1996 State agencies
may use a 60-day notice specifying the fol-
lowing information:

(A) The State agency has records docu-
menting that the individual, identified with
his or her Social Security Number, is liable
for a specified, unpaid balance of a claim for
overissued food stamp benefits, and that the
State agency has notified the individual
about the claim and made prior collection ef-
forts as required by the Food Stamp Pro-
gram. The notice must also state that the
claim is past due and legally enforceable.

(B) The Deficit Reduction Act of 1984, as
amended by the Emergency Unemployment
Act of 1991, authorizes the Internal Revenue
Service to deduct such debts from tax re-
funds, and the State agency intends to refer
the claim for such deduction unless the indi-
viduals pays the claim within 60 days of the
date of the notice, or makes other repay-
ment arrangements acceptable to the State
agency.
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(C) Instructions about how to pay the
claim, including the name, address and tele-
phone number of an office, administrative
unit or person in the State agency who can
discuss the claim and the intended offset
with the individual.

(D) The following information about re-
questing a review of the intended offset:

(1) The individual is entitled to request a
review of the intended referral for offset;

(2) The State agency will not act on review
requests which it receives later than 60 days
after the date of the 60-day notice;

(3) Claims for which timely review requests
have been received will not be referred for
offset while under review;

(4) A review request must provide evidence
or documentation why the individual be-
lieves that the claim is not past due or is not
legally enforceable;

(5) A review request is not considered re-
ceived until the State agency receives such
evidence or documentation; and

(6) A review request must contain the indi-
vidual’s Social Security Number.

(E) The individual should contact the
State agency if he or she believes that a
bankruptcy proceeding prevents collection of
the claim or if the claim has been discharged
in bankruptcy.

(F) The individual may want to contact
the Internal Revenue Service before filing
his or her Federal income tax return if the
individual is married, filing a joint return,
and if his or her spouse is not liable for the
food stamp claim and has income and with-
holding and/or estimated Federal income tax
payments. In such circumstances the spouse
may be entitled to receive his or her portion
of any joint refund. False claims concerning
such liability may subject individuals to
legal action.

(G) All individuals are jointly and sever-
ally liable for overpayment of food stamps if
they were adult household members when
the food stamps were overissued.

(6) Federal salary offset program—(i) Claims
subject to salary offset. All recipient claims
submitted by State agencies participating in
the Federal income tax refund offset pro-
gram (FTROP) shall be subject to the match-
ing procedures specified in this paragraph.
Individuals identified by the match shall be
subject to the salary offset procedures speci-
fied in this paragraph.

(ii) Identification of recipient claims owed by
Federal employees. (A) FNS will match all re-
cipient claims submitted by State agencies
participating in FTROP against Federal em-
ployment records maintained by the Depart-
ment of Defense and the United States Post-
al Service. FNS will remove recipient claims
matched during this procedure from the list
of recipient claims to be referred to the In-
ternal Revenue Service (IRS) for collection
through FTROP.

(B) When FNS receives a list of Federal
employees matched against recipient claims
for a particular State agency, it will notify
the State agency in writing accompanied by
a data security and confidentiality agree-
ment containing the requirements specified
in paragraph (g)(6)(ii)(C) of this section for
the State agency to sign and return. When
that agreement is returned, signed by an ap-
propriate official of the State agency, FNS
will provide the list of matched Federal em-
ployees to the State agency.

(C) State agencies which receive lists of
matched employees shall take the actions
specified in this paragraph to ensure the se-
curity and confidentiality of information
about those employees and their apparent
debts, and shall ensure that any contractors
or other non-State agency entities to which
the records may be disclosed also take these
actions:

(1) By such means as card keys, identifica-
tion badges and security personnel, limit ac-
cess to computer facilities handling the data
to persons who need to perform official du-
ties related to the salary offset procedures.
By means of a security package, limit access
to the computer system itself to such per-
sons;

(2) During off-duty hours, keep magnetic
tapes and other hard copy records of data in
locked cabinets in locked rooms. During on-
duty hours, maintain those records under
conditions that restrict access to persons
who need them in connection with official
duties related to salary offset procedures;

(3) Use the data solely for salary offset pur-
poses as specified in paragraph (g)(6) of this
section, including not extracting, dupli-
cating or disseminating the data except for
salary offset purposes;

(4) Retain the data only as long as needed
for salary offset purposes as specified in
paragraph (g)(6) of this section, or as other-
wise required by FNS;

(5) Destroy the data by shredding, burning
or electronic erasure; and

(6) Advise all personnel having access to
the data about the confidential nature of the
data and their responsibility to abide by the
security and confidentiality provisions stat-
ed in paragraph (g)(6)(ii)(C) of this section.

(D) Prior to taking any action to collect
recipient claims as specified in paragraph
(g)(6)(iii) of this section, State agencies shall
review the claims records of matched Fed-
eral employees to verify the amount of the
recipient claim owed, and to remove from
the list of claims any recipient claims which
have been paid, which are being paid accord-
ing to an agreed to schedule, or which for
other reasons are not collectible.

(iii) State agency advance notice of salary
offset. (A) Following the review specified in
paragraph (g)(6)(ii)(D) of this section, State
agencies shall provide each Federal em-
ployee verified as owing a recipient claim
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(debtor) with an advance notice of salary off-
set (advance notice). This advance notice
shall be mailed to the debtor at the address
provided by FNS, or shall be otherwise pro-
vided, within 60 days of State agency receipt
of the list specified in paragraph (g)(6)(ii)(B)
of this section.

(B) Within 90 days of the date of the ad-
vance notice, the State agency shall refer to
FNS all claims for which the State agency
does not receive timely and adequate re-
sponse as specified in the advance notice.
Such referrals shall consist of a copy of the
advance notice sent to the debtor and copies
of records relating to the recipient claim.
Records relating to the recipient claims in-
clude such things as copies of printouts of
electronic records and/or copies of claim de-
mand letters, results of fair hearings, ad-
vance notices of disqualification hearings,
the results of such hearings, records of pay-
ments, review requests and documentation,
decision letters, and pertinent records of
such things as telephone conversations.

(C) The advance notice shall state that:
(1) According to State agency records the

debtor is liable for a claim for a specified
dollar amount due to receiving excess food
stamp benefits. State agencies are encour-
aged to include as much other information
about the claim as possible, including such
things as whether it was caused by household
error or intentional Program violation, the
date of the initial demand letter, any hear-
ings or court actions which relate to the
claim, and what, if any, payments have re-
duced the amount of the original claim;

(2) Through a computer match the debtor
was found to be employed by [the name and
address of the employing agency of the debt-
or]. The computer match was conducted
under the authority of and according to pro-
cedures required by the Privacy Act of 1974,
as amended;

(3) Collection from the wages of Federal
and USPS employees for debts such as food
stamp recipient claims is authorized by the
Debt Collection Act of 1982. The claim will be
referred to FNS for such collection action
unless within 30 days of the date of the ad-
vance notice the State agency receives ei-
ther:

(i) Payment of the claim in full. Claims of
$50 or less shall be paid in full within 30 days
or they will be referred to FNS for collection
from the individual’s Federal salary; or

(ii) The first installment payment for the
claim. Claims of more than $50, if not paid in
full within 30 days, must be paid in install-
ments of at least $50 a month. Debtors may
pay more than $50 on any installment pay-
ment. The advance notice shall state the
monthly due date of installment payments
and that if a monthly installment payment
of at least $50 is not received by the due
date, the claim will be referred to FNS for
offset from the individual’s Federal salary

with no further opportunity to enter a vol-
untary repayment agreement;

(4) The name, address and a toll-free or col-
lect telephone number of a State agency con-
tact (an individual or unit) for repayment
and/or discussion of the claim; and

(5) Debtors may submit documentation to
State agencies showing such things as pay-
ments of claims or other circumstances
which would prevent collection of claims.
Unless the State agency receives such docu-
mentation within 30 calendar days of the
date of the advance notice and the docu-
mentation clearly shows that the claim has
been paid or is not legally collectible, the
State agency shall refer the claim to FNS for
collection from the debtor’s salary. The
State agency shall notify debtors in writing
when claims for which an advance notice was
issued will not be referred for collection
from salaries. Debtors have the right to a
formal appeal to FNS. Notification about
how to make such appeals is required and
will be provided to debtors before any collec-
tion action from salaries is taken.

(iv) State agency retention and reporting of
collections. (A) State agencies shall retain
collections of recipient claims paid volun-
tarily to State agencies and to FNS through
salary offsets at the rates specified in para-
graph (h) of this section for the appropriate
reporting period. From time to time as vol-
ume warrants, FNS will report and transfer
amounts collected from salaries to State
agencies. Collections by State agencies and
by FNS on all such claims shall be reported
as appropriate.

(B) If a debtor fails to make an installment
payment, within 60 days of the date the pay-
ment was due, State agencies shall refer the
claim to FNS, reporting the default, the dol-
lar amount collected and the balance due.

(v) FNS actions on claims referred by State
agencies. Departmental procedures at 7 CFR
3.51–3.68 shall apply to claims referred by
State agencies to FNS as required by para-
graphs (g)(6)(iii)(B) and (g)(6)(iv)(B) of this
section subject to the following modifica-
tions:

(A) In addition to the definitions set forth
at 7 CFR 3.52, the term ‘‘debts’’ shall further
be defined to include recipient claims estab-
lished according to this section; and the
terms ‘‘State agency’’ and ‘‘FNS’’ shall be
defined as set forth in section 271.2 of this
chapter.

(B) Pursuant to 7 CFR 3.34(c)(4) and 7 CFR
3.55(d), the Secretary has determined that
collection of interest, penalties and adminis-
trative costs provided at 7 CFR 3.65 is not in
the best interests of the United States and
hereby waives collection of such charges.

(C) In addition to providing the right to in-
spect and copy Departmental records as
specified at 7 CFR 3.60(a), the Secretary shall
provide copies of records relating to the debt
in response to timely requests. For a request
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to be timely, FNS must receive it within 30
calendar days of the date of the notice of in-
tent.

(D) Pursuant to 5 CFR 550.1104(d)(6), an op-
portunity to establish a written repayment
agreement provided at 7 CFR 3.61 shall not
be provided.

(E) The notice of intent for FSP salary off-
set shall comply with the requirements of
the Departmental notice of intent which are
set forth at 7 CFR 3.55, subject to the fol-
lowing modifications:

(1) In addition to the statement that the
debtor has the right to inspect and copy De-
partmental records relating to the debt, the
notice of intent shall state that if timely re-
quested by the debtor, the Secretary shall
provide the debtor copies of such records. It
shall further advise, as required by 7 CFR
3.60(a), that to be timely such requests must
be received within 30 days of the date of the
notice of intent; and

(2) The statement of the right to enter a
written repayment agreement provided by 7
CFR 3.55(f) shall not be included.

(h) Retention rates. The following retention
rates shall apply for claims collected by the
State agency, including the value of allot-
ment reductions for the purpose of collecting
claims but not allotment reductions due to
disqualification:

(1) For amounts collected prior to October
1, 1990, the State agency shall retain 25 per-
cent of the value of inadvertent household
error claims collected and 50 percent of the
value of intentional Program violation
claims collected;

(2) For amounts collected during the period
October 1, 1990 through September 30, 1995,
the State agency shall retain 10 percent of
the value of inadvertent household error
claims collected and 25 percent of the value
of intentional Program violation claims col-
lected;

(3) For amounts collected on or after Octo-
ber 1, 1995, the State agency shall retain 25
percent of the value of inadvertent house-
hold error claims collected and 50 percent of
the value of intentional Program Violation
claims collected;

(4) The State agency shall not retain any
percentage of the value of administrative
error claims collected.

(i) Submission of payments. (1) The State
agency shall retain the value of funds col-
lected for inadvertent household error, in-
tentional Program violation, or administra-
tive error claims rather than forwarding the
payments to FNS. This amount includes the
total value of allotment reductions to col-
lect claims, but does not include the value of
benefits not issued as a result of a household
member being disqualified. The State’s grant
and letter of credit will be established or
amended on a quarterly basis to reflect the
State agency’s retention of the value of
claims collected as specified in paragraph (h)

of this section unless the State agency re-
quests or has requested that payment be by
check. The State agency may request that
FNS accept checks from the State for FNS–
209 amounts due FNS, or that FNS pay the
State by check for FNS–209 amounts due the
State. If the State agency fails to pay FNS
the amount due as reported on the FNS–209,
FNS shall offset the amount due from the
State’s letter of credit. For FNS–209 report-
ing purposes, State agencies shall calculate
the retention amount using the appropriate
rate specified in paragraph (h) of this section
which is in effect during the reporting period
for the report. For those claims collected in
Fiscal Year 1990 or earlier for which adjust-
ments are made and reported in Fiscal Year
1991 or 1992, States may request a correction
to reflect the difference between the old,
higher rate (paragraph (h)(1) of this section)
which is applicable to those claims, and the
new, lower rate (paragraph (h)(2) of this sec-
tion) at which the adjustments to those
claims were reported on the FNS–209. One re-
quest for correction for each of fiscal years
1991 and 1992 may be filed with FNS after the
fiscal year, but no later than November 30,
1991, for Fiscal Year 1991 reporting and no
later than November 30, 1992, for Fiscal Year
1992 reporting. The request must be in writ-
ing, must include appropriate verifying doc-
umentation, and must reflect the net effect
of all increases and decreases resulting from
the application of the old retention rate.

(2) Each State agency shall submit quar-
terly a Form FNS–209, Status of Claims
Against Households, to detail the State’s ac-
tivities relating to claims against house-
holds. This report is due no later than 30
days after the end of each calendar year
quarter and shall be submitted to FNS even
if the State agency has not collected any
payments. In addition to reporting the
amount of funds recovered from inadvertent
household error and intentional Program
violation claims each quarter on Form FNS–
209, the State agency shall also report these
amounts on other letter of credit documents
as required. In accounting for inadvertent
household error and intentional Program
violation claims collections, the State agen-
cy shall include cash or coupon repayments
and the value of allotments recovered or off-
set by restoration of lost benefits. However,
the value of benefits not issued during peri-
ods of disqualification shall not be consid-
ered recovered allotments and shall not be
used to offset an intentional Program viola-
tion claim. In addition, each State agency
shall establish controls to ensure that offi-
cials responsible for intentional Program
violation determinations will not benefit
from the State share of recoveries.

(3) The State agency may retain any
amounts recovered on a claim being handled
as an inadvertent household error claim
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prior to obtaining a determination by an ad-
ministrative disqualification hearing offical
or a court of appropriate jurisdiction that in-
tentional Program violation was committed,
or receiving from an individual either a
signed waiver or consent agreement, at the
rate applicable to intentional Program viola-
tion claims, once the determination or
signed document is obtained. In such cases,
the State agency shall include a note in an
attachment to the quarterly reporting form
specified in paragraph (h)(2) of this section
which shows the additional amounts being
retained on amounts already recovered as a
result of the change in status of the claim.

(4) If a household has overpaid a claim, the
State agency shall pay the household any
amounts overpaid as soon as possible after
the overpayment becomes known. The house-
hold shall be paid by whatever method the
State agency deems appropriate considering
the household’s circumstances. Overpaid
amounts of a claim which have previously
been reported as collected via the FNS–209
and which have been repaid to the household
shall be reported in the appropriate column
on the FNS–209 for the quarter in which the
repayment occurred. The amount of the re-
payment shall be subtracted from the total
amount collected. The appropriate retention
rate shall be applied to the reduced collec-
tion total.

(5) In cases where FNS has billed a State
agency for negligence, any amounts col-
lected from households which were caused by
the State’s negligence will be credited by
FNS. When submitting these payments, the
State agency shall include a note as an at-
tachment to the quarterly reporting form
specified in paragraph (h)(2) of this section
which shows the amount that should be cred-
ited against the State’s bill.

(j) Returned coupons. If coupon books col-
lected from households as payment for
claims are returned intact and in usable
form, the State agency may return them to
coupon inventory. The State agency shall de-
stroy any coupons or coupon books which are
not returned to inventory in accordance with
the procedures outlined in § 274.7(f).

(k) Claims discharged through bankruptcy.
State agencies shall act on behalf of, and as,
FNS in any bankruptcy proceeding against
bankrupt households owing food stamp
claims. State agencies shall possess any
rights, priorities, interests, liens or privi-
leges, and shall participate in any distribu-
tion of assets, to the same extent as FNS.
Acting as FNS, State agencies shall have the
power and authority to file objections to dis-
charge, proofs of claims, exceptions to dis-
charge, petitions for revocation of discharge,
and any other documents, motions or objec-
tions which FNS might have filed. Any
amounts collected under this authority shall
be transmitted to FNS as provided in para-
graph (h) of this section.

(l) Accounting procedures. Each State agen-
cy shall be responsible for maintaining an
accounting system for monitoring claims
against households. At a minimum, the ac-
counting system shall be designed to readily
accomplish the following:

(1) Document the circumstances which re-
sulted in a claim, the procedures used to cal-
culate the claim, the methods, used to col-
lect the claim and, if applicable, the cir-
cumstances which resulted in suspension or
termination of collection action.

(2) Identify those situations in which an
amount not yet restored to a household can
be used to offset a claim owed by the house-
hold.

(3) Identify those households that have
failed to make installment payments on
their claims.

(4) Document how much money was col-
lected in payment of a claim and how much
was submitted to FNS.

(5) Identify at certification household that
owe outstanding payments on a previously
issued claim determination. At the time the
household is certified and receives an initial
allotment (as specified at § 273.17(d)(4)), the
initial allotment, whether paid retroactively
or prospectively, shall not be reduced to off-
set claims.

(m) Interstate claims collection. In cases
where a household moves out of the area
under a State agency’s jurisdiction, the
State agency should initiate or continue col-
lection action against the household for any
overissuance to the household which oc-
curred while it was under the State agency’s
jurisdiction. The State agency which
overissued benefits to the household shall
have the first opportunity to collect any
overissuance. However, if the State agency
which overissued benefits to the household
does not take prompt action to collect, then
the State agency which administers the area
into which the household moves should ini-
tiate action to collect the overissuance.
Prior to initiating action to collect such
overissuances, the State agency which ad-
ministers the area into which the household
moves shall contact the State agency which
overissued benefits to ascertain that it does
not intend to pursue prompt collection. The
State share of any collected claims, as pro-
vided in § 273.18(h), shall be retained by the
State agency which collects the
overissuance.

[Amdt. 242, 48 FR 6861, Feb. 15, 1983]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting § 273.18, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and on GPO Access.
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