§1.1935

creditor agency must submit a prop-
erly certified claim to the agency re-
sponsible for making such payments
before collection can be made.

(6) If the employee is already sepa-
rated and all payments from his or her
former paying agency have been paid,
the creditor agency may request, un-
less otherwise prohibited, that money
due and payable to the employee from
the Civil Service Retirement and Dis-
ability Fund (5 CFR 831.1801 et seq.), or
other similar funds, be administra-
tively offset to collect the debt. (31
U.S.C. 3716 and 4 CFR 102.4)

(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 officials 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,
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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.

§1.1935 Obtaining the services of a
hearing official.

(a) When the debtor does not work
for the creditor agency and the cred-
itor agency cannot provide a prompt
and appropriate hearing before an ad-
ministrative law judge or before a
hearing official furnished pursuant to
another lawful arrangement, the cred-
itor agency may contact an agent of
the paying agency designated in
appendixA of 5 CFR part 581 for a hear-
ing official, and the paying agency
must then cooperate as provided by 4
CFR 102.1 and provide a hearing offi-
cial.

(b) When the debtor works for the
creditor agency, the creditor agency
may contact any agent (of another
agency) designated in appendix A of 5
CFR part 581 to arrange for a hearing
official. Agencies must then cooperate
as required by 4 CFR 102.1 and provide
a hearing official.

INTEREST, PENALTIES, ADMINISTRATIVE
COSTS AND OTHER SANCTIONS

§1.1940 Assessment.

(a) Except as provided in paragraph
(h) of this section, or §1.1941, the Com-
mission shall assess interest, penalties
and administrative costs on debts owed
to the United States pursuant to 31
U.S.C. 3717. Before assessing these
charges, the Commission will mail or
hand-deliver a written notice to the
debtor explaining the agency’s require-
ments concerning these charges.

(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,
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using the most current address that is
available to the agency. If the Commis-
sion should use an ‘“‘advance billing”
procedure—that is, if it mails a bill be-
fore a 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.

(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 ac-
count rate), as prescribed and pub-
lished by the Secretary of the Treasury
in the FEDERAL REGISTER and the
Treasury Financial Manual Bulletins
annually or quarterly, in accordance
with 31 U.S.C. 3717. The Commission
may assess a higher rate of interest if
it reasonably determines that a higher
rate is necessary to protect the inter-
ests of the United States. The rate of
interest, as initially assessed, shall re-
main fixed for the duration of the in-
debtedness except that where a debtor
has defaulted on a repayment agree-
ment and seeks to enter into a new
agreement, the Commission may set a
new interest rate which reflects the
current value of funds to the Treasury
at the time the new agreement is exe-
cuted. Interest will not be assessed on
accrued interest, penalties, or adminis-
trative costs required by this section.
However, if the debtor defaults on a
previous repayment agreement,
charges which accrued but were not
collected under the defaulted agree-
ment shall be added to the principal to
be paid under a new repayment sched-
ule.

(d) The Commission shall assess
against a debtor charges to cover ad-
ministrative costs incurred as a result
of a delinquent debt—that is, the addi-
tional costs incured in processing and
handling the debt because it became
delinquent. Calculation of administra-
tive costs shall be based upon actual
costs incurred or upon costs analyses
establishing an average of actual addi-
tional costs incurred by the agency in
processing 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

§1.1940

collector, to the extent they are attrib-
utable to the delinquency.

(e) The Commission shall assess a
penalty charge, not to exceed 6 percent
a year, on any portion of a debt that is
delinquent for more than 90 days. This
charge need not be calculated until the
91st day of delinquency, but shall ac-
crue 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 the out-
standing principal.

(g) The Commission 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. It may extend
this 30-day period, on a case-by-case
basis, if it reasonably determines that
such action is appropriate. Also, the
Commission may waive, in whole or
inpart, the collection of interest, pen-
alties, and/or administrative costs as-
sessed under this section under the cri-
teria specified in part 103 of the Fed-
eral Claims Collection Standards (4
CFR part 103) relating to the com-
promise of claims (without regard to
the amount of the debt), or if it deter-
mines that collection of these charges
would be against equity and good con-
science, or not in the best interest of
the United States. Waiver under the
first sentence of this paragraph (g) is
mandatory. Under the second and third
sentences, it may be exercised under
appropriate circumstances. Examples
of appropriate circumstances include:

(1) Waiver of interest pending the
agency’s disposition of a request for re-
consideration, administrative review,
or waiver of the underlying debt under
a permissive statute, and

(2) Waiver of interest where the Com-
mission has accepted an installment
plan under §1.1914, and there is no indi-
cation of fault or lack of good faith on
the part of the debtor.

(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
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§104.2(c)(1) of the Federal Claims Col-
lection Standards (4 CFR part 104).

§1.1941 Exemptions.

(a) The provisions concerning inter-
est and penalty on claims contained in
31 U.S.C. 3717 do 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, the Commission is au-
thorized to assess interest and related
charges on debts which are not subject
to 31 U.S.C. 3717 to the extent author-
ized under the common law or other
applicable statutory authority.

§1.1942 Other sanctions.

The remedies and sanctions available
to the Commission in this subpart are
not exclusive. The Commission may
impose other sanctions, where per-
mitted by law, for any inexcusable,
prolonged, or repeated failure of a
debtor to pay such a claim. In such
cases, the Commission will provide no-
tice, as required by law, to the debtor
prior to imposition of any such sanc-
tion.

COOPERATION WITH THE INTERNAL
REVENUE SERVICE

§1.1950 Reporting discharged debts to
the Internal Revenue Service.

When the Commission discharges a
debt for less than the full value of the
indebtedness, it will report the out-
standing balance discharged, not in-
cluding interest, to the Internal Rev-
enue Service, using IRS Form 1099-G or
any other form prescribed by the Serv-
ice, when:

(@) The principal amount of the debt
not in dispute is $600 or more; and

(b) The obligation has not been dis-
charged in a bankruptcy proceeding;
and
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(c) The obligation is no longer col-
lectible either because the time limit
in the applicable statute for enforcing
collection expired during the tax year,
or because during the year a formal
compromise agreement was reached in
which the debtor was legally dis-
charged of all or a portion of the obli-
gation.

§1.1951 Offset against tax refunds.

The Commission will take action to
effect administrative offset against tax
refunds due to debtors under 26 U.S.C.
6402, in accordance with the provisions
of 31 U.S.C. 3720A and Treasury Depart-
ment regulations.

GENERAL PROVISIONS CONCERNING
INTERAGENCY REQUESTS

§1.1952 Interagency requests.

(a) Requests to the Commission by
other Federal agencies for administra-
tive or salary offset shall be in writing
and forwarded to the Financial Oper-
ations Center, FCC, 445 12th Street,
SW., Washington, DC 20554.

(b) Requests by the Commission to
other Federal agencies holding funds
payable to the debtor will be in writing
and forwarded, certified return receipt,
as specified by that agency in its regu-
lations. If the agency’s rules governing
this matter are not readily available or
identifiable, the request will be sub-
mitted to that agency’s office of legal
counsel with a request that it be proc-
essed in accordance with their internal
procedures.

(c¢) Requests to and from the Commis-
sion shall be accompanied by a certifi-
cation that the debtor owes the debt
(including the amount) and that the
procedures for administrative or salary
offset contained in this subpart, or
comparable procedures prescribed by
the requesting agency, have been fully
complied with. The Commission will
cooperate with other agencies in effect-
ing collection.

(d) Requests to and from the Com-
mission shall be processed within 30
calendar days of receipt. If such proc-
essing is impractical or not feasible,
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