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delivery of the initial demand for pay-
ment; 

(4) The provision for late payment 
(interest), penalty and administrative 
charges, if payment is not received by 
the due date.

§ 34.9 Collection by administrative off-
set. 

(a) Offset will be used whenever fea-
sible and not otherwise prohibited. Off-
set is not required to be used in every 
instance and consideration should be 
given to the debtor’s financial condi-
tion and the impact of offset on STATE 
programs or projects. 

(b) The procedures for offset in this 
section do not apply to the offset of 
Federal salaries under 5 U.S.C. 5514. 

(c) Before offset is made, STATE will 
provide the debtor with written notice 
informing the debtor of: 

(1) The nature and amount of the 
claim; 

(2) The intent of STATE to collect by 
administrative offset, including asking 
the assistance of other Federal agen-
cies to help in the offset whenever pos-
sible, if the debtor has not made pay-
ment by the payment due date or has 
not made an arrangement for payment 
by the payment due date; 

(3) The right of the debtor to inspect 
and copy STATE’s records of the claim; 

(4) The right of the debtor to a review 
of the claim within STATE. If the 
claim is disputed in full or part, the 
debtor shall respond to the demand in 
writing by making a request by the 
payment due date stated within the no-
tice to the billing office for a review of 
the claim within STATE. The debtor’s 
written response shall state the basis 
for the dispute. If only part of the 
claim is disputed, the undisputed por-
tion must be paid by the date stated in 
the notice to avoid late payment, pen-
alty and administrative charges. If 
STATE either sustains or amends its 
determination, it shall notify the debt-
or of its intent to collect the claim, 
with any adjustments based on the 
debtor’s response by administrative 
offset unless payment is received with-
in 30-days of the mailing of the notifi-
cation of its decision following a re-
view of the claim. 

(5) The right of the debtor to offer to 
make a written agreement to repay the 
amount of the claim. 

(6) The notice of offset need not in-
clude the requirements of paragraphs 
(c) (3), (4), or (5) of this section if the 
debtor has been informed of the re-
quirements at an earlier stage in the 
administrative proceedings, e.g., if 
they were included in a final con-
tracting officer’s decision. 

(d) STATE will promptly make re-
quests for offset to other agencies 
known to be holding funds payable to a 
debtor and, when appropriate, place the 
name of the debtor on the ‘‘List of Con-
tractors Indebted to the United 
States’’. STATE will provide instruc-
tions for the transfer of funds. 

(e) STATE will promptly process re-
quests for offset from other agencies 
and transfer funds to the requesting 
agency upon receipt of the written cer-
tification that the person owes the 
debt and that, if a Federal employee, 
the employee has been given the proce-
dural rights required by 5 USC 5514 and 
5 CFR part 550, subpart K.

§ 34.10 Administrative offset against 
amounts payable for Civil Service 
Retirement and Disability Fund. 

(a) Unless otherwise prohibited by 
law, STATE may request that monies 
that are due and payable to a debtor 
from the Civil Service Retirement and 
Disability Fund, Federal Employee Re-
tirement Fund, or the Foreign Service 
Retirement Fund be administratively 
offset in reasonable amounts in order 
to collect in one full payment or a 
minimal number of payments, debts 
owed the United States by the debtor. 
Such requests shall be made to the ap-
propriate officials of the respective 
fund servicing agency in accordance 
with such regulations as may be pre-
scribed by the Director of that agency. 

(b) When making a request for ad-
ministrative offset under paragraph (a) 
of this section, STATE shall include 
written statements that: 

(1) The debtor owes the United States 
a debt, including the amount of the 
debt. 

(2) STATE has complied with the ap-
plicable statutes, regulations, and pro-
cedures of the respective fund servicing 
agencies. 
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(3) STATE has complied with the re-
quirements of § 34.9 of this part. 

(c) Once STATE decides to request 
offset under paragraph (a) of this sec-
tion, it will make the request as soon 
as practical after completion of the ap-
plicable procedures in order that the 
fund servicing agency may identify the 
debtor’s account in anticipation of the 
time when the debtor requests or be-
comes eligible to receive payments 
from the fund. This will satisfy any re-
quirements that offset will be initiated 
prior to expiration of the applicable 
statute of limitations. 

(d) If STATE collects part or all of 
the debt by other means before deduc-
tions are made or completed pursuant 
to paragraph (a) of this section, STATE 
shall act promptly to modify or termi-
nate its request for offset under para-
graph (a) of this section. 

(e) This section does not require or 
authorize the fund servicing agency to 
review the merits of the STATE deter-
mination relative to the amount and 
validity of the debt, its determination 
on waiver under an applicable statute, 
or its determination whether to pro-
vide an oral hearing.

§ 34.11 Collection in installments. 
Whenever feasible, and except as re-

quired otherwise by law, debts owed to 
the United States, together with inter-
est, penalties, and administrative costs 
as required by this regulation, should 
be collected in one lump sum. This is 
true whether the debt is being col-
lected under administrative offset or 
by another method, including vol-
untary payment. However, if the debt-
or is financially unable to pay the in-
debtedness in one lump sum, payment 
may be accepted in regular install-
ments. If STATE agrees to accept pay-
ment in installments, it will obtain a 
legally enforceable written agreement 
from the debtor that specifies all of the 
terms of the arrangement and which 
contains a provision accelerating the 
debt in the event the debtor defaults. 
The size and frequency of the payments 
should bear a reasonable relation to 
the size of the debt and ability of the 
debtor to pay. If possible the install-
ment payments should be sufficient in 
size and frequency to liquidate the 
Government’s claim within 3 years.

§ 34.12 Exploration of compromise. 
STATE may attempt to effect com-

promise in accordance with the stand-
ards set forth in part 103 of the FCCS (4 
CFR part 103).

§ 34.13 Suspending or terminating col-
lection action. 

The suspension or termination of col-
lection action shall be made in accord-
ance with the standards set forth in 
part 104 of the FCCS (4 CFR part 104).

§ 34.14 Referrals to the Department of 
Justice or the General Accounting 
Office. 

Referrals to the Department of Jus-
tice or the General Accounting Office 
shall be made in accordance with the 
standards set forth in part 105 of the 
FCCS (4 CFR part 105).

§ 34.15 Collection services. 
(a) STATE has authority to contract 

for collection services to recover delin-
quent debts in accordance with 31 
U.S.C. 3718(c) and part 102 of the FCCS 
(4 CFR part 102). 

(b) STATE may disclose delinquent 
debts, other than delinquent debts of 
current Federal employees, to con-
sumer reporting agencies in accordance 
with 31 U.S.C. 3711(f) and the FCCS. 

(c) STATE will not use a collection 
agency to collect a debt owed by a cur-
rently employed or retired Federal em-
ployee, if collection by salary or annu-
ity offset is available.

Subpart C—Salary Offset

§ 34.16 Scope. 
(a) This subpart sets forth STATE’s 

procedures for the collection of a Fed-
eral employee’s pay by salary offset to 
satisfy certain valid and past due debts 
owed the United States Government. 

(b) This subpart applies to: 
(1) Current employees of STATE and 

other agencies who owe debts to 
STATE; 

(2) Current employees of STATE who 
owe debts to other agencies. 

(c) This subpart does not apply to 
debts or claims arising under the Inter-
nal Revenue Code of 1954 (26 U.S.C. 1 et 
seq.); the Social Security Act (42 U.S.C. 
301 et seq.); the tariff laws of the United 
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