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(b) Responsibilities of paying agency—
(1) Complete claim. When the paying 
agency receives a properly certified 
debt claim from a creditor agency, de-
ductions should be scheduled to begin 
prospectively at the next officially es-
tablished pay interval. The employee 
must receive written notice that the 
paying agency has received a certified 
debt claim from the creditor agency 
(including the amount) and written no-
tice of the date deductions from salary 
will commence and of the amount of 
such deductions. 

(2) Incomplete claim. When the paying 
agency receives an incomplete debt 
claim from a creditor agency, the pay-
ing agency must return the debt claim 
with a notice that procedures under 5 
U.S.C. 5514 and this subpart must be 
provided, and a properly certified debt 
claim received, before action will be 
taken to collect from the employee’s 
current pay account. 

(3) Review. The paying agency is not 
required or authorized to review the 
merits of the creditor agency’s deter-
mination with respect to the amount 
or validity of the debt certified by the 
creditor agency. 

(c) Employees who transfer from one 
paying agency to another. (1) If, after 
the creditor agency has submitted the 
debt claim to the employee’s paying 
agency, the employee transfers to a po-
sition served by a different paying 
agency before the debt is collected in 
full, the paying agency from which the 
employee separates must certify the 
total amount of the collection made on 
the debt. One copy of the certification 
must be furnished to the employee, an-
other to the creditor agency along with 
notice of employee’s transfer. However, 
the creditor agency must submit a 
properly certified claim to the new 
paying agency before collection can be 
resumed. 

(2) When an employee transfers to an-
other paying agency, the creditor agen-
cy need not repeat the due process pro-
cedures described by 5 U.S.C. 5514 and 
this subpart to resume the collection. 
However, the creditor agency is respon-
sible for reviewing the debt upon re-
ceiving the former paying agency’s no-
tice of the employee’s transfer to make 
sure the collection is resumed by the 
new paying agency.

Subpart D—Interest, Penalties, and 
Administrative Costs

§ 1450.29 Assessment. 
(a) Except as provided in paragraph 

(h) of this section, or § 1450.30, FMCS 
shall assess interest, penalties and ad-
ministrative costs on debts owed to the 
United States pursuant to 31 U.S.C. 
3717. Before assessing these charges, 
FMCS will mail or hand-deliver a writ-
ten notice to the debtor. This notice 
shall include a statement of the agen-
cy’s requirements concerning these 
charges. (Sections 1450.9 and 1450.21). 

(b) Interest shall accrue from the 
date on which notice of the debt and 
the interest requirements is first 
mailed or hand-delivered to the debtor, 
using the most current address that is 
available to the agency. If FMCS 
should use an ‘‘advance billing’’ proce-
dure—that is, if it mails a bill before 
the debt is actually owed—it can in-
clude the required interest notification 
in the advance billing, but interest 
may not start to accrue before the debt 
is actually owed. FMCS will exercise 
care to insure that the notices required 
by this section are dated and mailed or 
hand-delivered on the same day. 

(c) The rate of interest assessed shall 
be the rate of the current value of 
funds to the United States Treasury 
(i.e., the Treasury tax and loan account 
rate), as prescribed and published by 
the Secretary of the Treasury in the 
FEDERAL REGISTER and the Treasury 
Fiscal Requirements Manual Bulletins 
annually or quarterly, in accordance 
with 31 U.S.C. 3717. FMCS may assess a 
higher rate of interest if it reasonably 
determines that a higher rate is nec-
essary to protect the interests of the 
United States. The rate of interest, as 
initially assessed, shall remain fixed 
for the duration of the indebtedness ex-
cept that where a debtor has defaulted 
on a repayment agreement and seeks 
to enter into a new agreement, FMCS 
may set a new interest rate which re-
flects the current value of funds to the 
Treasury at the time the new agree-
ment is executed. Interest will not be 
assessed on interest, penalties, or ad-
ministrative costs required by this sec-
tion. However, if the debtor defaults on 
a previous repayment agreement, 
charges which accrued but were not 
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collected under the defaulted agree-
ment shall be added to the principal to 
be paid under a new repayment agree-
ment. 

(d) FMCS shall assess against a debt-
or charges to cover administrative 
costs incurred as a result of a delin-
quent debt—that is, the additional 
costs incurred in processing and han-
dling the debt because it became delin-
quent. Calculation of administrative 
costs shall be based upon actual costs 
incurred or upon cost analyses estab-
lishing an average of actual additional 
costs incurred by the agency in proc-
essing and handling claims against 
other debtors in similar stages of delin-
quency. Administrative costs may in-
clude costs incurred in obtaining a 
credit report or in using a private debt 
collector, to the extent they are attrib-
utable to delinquency. 

(e) FMCS shall assess a penalty 
charge, not to exceed 6 percent a year, 
on any portion of a debt that is delin-
quent for more than 90 days. This 
charge need not be calculated until the 
91st day of delinquency, but shall 
accure from the date that the debt be-
came delinquent. 

(f) When a debt is paid in partial or 
installment payments, amounts re-
ceived by the agency shall be applied 
first to outstanding penalty and ad-
ministrative cost charges, second to 
accrued interest, and third to out-
standing principal. 

(g) FMCS will waive the collection of 
interest on the debt or any portion of 
the debt which is paid within 30 days 
after the date on which interest began 
to accrue. FMCS may extend this 30-
day period, on a case-by-case basis, if it 
reasonably determines that such action 
is appropriate. Also, FMCS may waive, 
in whole or in part, the collection of in-
terest, penalties, and/or administrative 
costs assessed under this section under 
the criteria specified in part 103 of the 
Federal Claims Collection Standards (4 
CFR part 103) relating to the com-
promise of claims (without regard to 
the amount of the debt), or if the agen-
cy determines that collection of these 
charges would be against equity and 
good conscience, or not in the best in-
terests of the United States. Waiver 
under the first sentence of this para-
graph (g) is mandatory. Under the sec-

ond and third sentences, it may be ex-
ercised under the following cir-
cumstances: 

(1) Waiver of interest pending consid-
eration of a request for reconsider-
ation, administrative review, or waiver 
of the underlying debt under a permis-
sive statute, and 

(2) Waiver of interest where FMCS 
has accepted an installment plan, there 
is no indication of fault or lack of good 
faith on the part of the debtor, and the 
amount of interest is large enough in 
relation to the size of the installments 
that the debtor can reasonably afford 
to pay, that the debt will never be re-
paid. 

(h) Where a mandatory waiver or re-
view statute applies, interest and re-
lated charges may not be assessed for 
those periods during which collection 
action must be suspended under 
§ 104.2(c)(1) of the Federal Claims Col-
lection Standards (4 CFR part 104).

§ 1450.30 Exemptions. 
(a) The provisions of 31 U.S.C. 3717 to 

not apply: 
(1) To debts owed by any State or 

local government; 
(2) To debts arising under contracts 

which were executed prior to, and were 
in effect on (i.e., were not completed as 
of), October 25, 1982; 

(3) To debts where an applicable stat-
ute, regulation required by statute, 
loan agreement, or contract either pro-
hibits such charges or explicitly fixes 
the charges that apply to the debts 
arising under the Social Security Act, 
the Internal Revenue Code of 1954, or 
the tariff laws of the United States. 

(b) However, FMCS is authorized to 
assess interest and related charges on 
debts which are not subject to 31 U.S.C. 
3717 to the extent authorized under the 
common law or other applicable statu-
tory authority.

§ 1450.31 Other sanctions. 
The sanctions stated in this subpart 

are not intended to be exclusive. Other 
sanctions which may be imposed by the 
Director of FMCS include placement of 
the debtor’s name on a list of debarred, 
suspended or ineligible contractors or 
grantees; conversion of method of pay-
ment under a grant from an advance 
payment method to a reimbursement 
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