§30.11

center to accomplish efficient, cost ef-
fective debt collection. Referrals to
debt collection centers shall be at the
discretion of, and for a time period ac-
ceptable to, the Secretary of the Treas-
ury. Referrals may be for servicing,
collection, compromise, suspension, or
termination of collection action.

§30.11 Demand for payment.

(a) Written demand for payment. (1)
Written demand, as described in para-
graph (b) of this section, shall be made
promptly upon a debtor in terms that
inform the debtor of the consequences
of failing to cooperate with the Depart-
ment to resolve the debt.

(2) Normally, the demand letter will
be sent no later than 30 days after the
appropriate official determines that
the debt exists. The demand letter
shall be sent by first class mail to the
debtor’s last known address.

(3) When necessary to protect the
Government’s interest, for example to
prevent the running of a statute of lim-
itations, the written demand for pay-
ment may be preceded by other appro-
priate action under this part, including
immediate referral to Justice for liti-
gation.

(b) Demand letters. The specific con-
tent, timing, and number of demand
letters shall depend upon the type and
amount of the debt and the debtor’s re-
sponse, if any, to the Department’s let-
ters or telephone calls. Generally, one
demand letter should suffice; however,
more may be used.

(1) The written demand for payment
shall include the following informa-
tion:

(i) The nature and amount of the
debt, including the basis for the indebt-
edness;

(if) The date by which payment
should be made to avoid late charges
and enforced collection, which gen-
erally shall be no later than 30 days
from the date the demand letter is
mailed;

(iii) The applicable standards for im-
posing any interest, penalties, or ad-
ministrative costs (see §30.18);

(iv) The rights, if any, the debtor
may have to:

(A) Seek review of the Department’s
determination of the debt, and for pur-
poses of administrative wage garnish-
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ment or salary offset, to request a
hearing (see 45 CFR parts 32 and 33);
and

(B) Enter into a reasonable repay-
ment agreement.

(v) An explanation of how the debtor
may exercise any of the rights de-
scribed in paragraph (b)(1)(iv) of this
section;

(vi) The name, address, and phone
number of a contact person or office
within the Department to address any
debt-related matters; and

(vii) The Department’s remedies to
enforce payment of the debt, which
may include:

(A) Garnishing the debtor’s wages
through administrative wage garnish-
ment;

(B) Offsetting any Federal payments
due the debtor, including income tax
refunds, salary, certain benefit pay-
ments such as Social Security, retire-
ment, and travel reimbursements and
advances;

(C) Referring the debt to a private
collection contractor;

(D) Reporting the debt to a credit bu-
reau or other automated database;

(E) Referring the debt to Justice for
litigation; and

(F) Referring the debt to Treasury
for any of the collection actions de-
scribed in paragraphs (b)(1)(vii)(A)
through (E) of this section, advising
the debtor that such referral is manda-
tory if the debt is 180 or more days de-
linquent.

(2) The written demand for payment
should also include the following infor-
mation:

(i) The debtor’s right to inspect and
copy all records of the Department per-
taining to the debt, or if the debtor or
the debtor’s representative cannot per-
sonally inspect the records, to request
and receive copies of such records;

(ii) The Department’s willingness to
discuss with the debtor alternative
methods of payment;

(iii) A debtor delinquent on a debt is
ineligible for Government loans, loan
guarantees, or loan insurance until the
debtor resolves the debt;

(iv) When seeking to collect statu-
tory penalties, forfeiture or other simi-
lar types of claim, the debtor’s li-
censes, permits, or other privileges
may be suspended or revoked if failure
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to pay the debt is inexcusable or will-
ful. Such suspension or revocation
shall extend to programs or activities
administered by the States on behalf of
the Federal Government, to the extent
that they affect the Federal Govern-
ment’s ability to collect money or
funds owed by debtors;

(v) Knowingly making false state-
ments or bringing frivolous actions
may subject the debtor to civil or
criminal penalties under 31 U.S.C. 3729-
3731, 18 U.S.C. 286, 287, 1001, and 1002, or
any other applicable statutory author-
ity, and, if the debtor is a Federal em-
ployee, to disciplinary action under 5
CFR part 752 or other applicable au-
thority;

(vi) Any amounts collected and ulti-
mately found not to have been owed by
the debtor will be refunded;

(vii) For salary offset, up to 15% of
the debtor’s current disposable pay
may be deducted every pay period until
the debt is paid in full; and

(viii) Dependent upon applicable stat-
utory authority, the debtor may be en-
titled to consideration for a waiver.

(c) The Secretary will retain evi-
dence of service indicating the date of
mailing of the demand letter. The evi-
dence of service, which may include a
certificate of service, may be retained
electronically so long as the manner of
retention is sufficient for evidentiary
purposes.

(d) Prior to, during, or after the com-
pletion of the demand process, if the
Secretary determines to pursue, or is
required to pursue offset, the proce-
dures applicable to offset should be fol-
lowed (see §30.12). The availability of
funds for debt satisfaction by offset
and the Secretary’s determination to
pursue collection by offset shall release
the Secretary from the necessity of
further compliance with paragraphs
(a), (b), and (c) of this section.

(e) Finding debtors. The Secretary
will use every reasonable effort to lo-
cate debtors, using such sources as
telephone directories, city directories,
postmasters, drivers license records,
automobile title and license records in
State and local government agencies,
the IRS, credit reporting agencies and
skip locator services. Referral of a con-
fess-judgment note to the appropriate
United States Attorney’s Office for
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entry of judgment will not be delayed
because the debtor cannot be located.

(f) Communications from debtors. The
Secretary should respond promptly to
communications from debtor, within 30
days where feasible, and should advise
debtors who dispute debts to furnish
available evidence to support their
contentions.

(g) Exception. This section does not
require duplication of any notice al-
ready contained in a written agree-
ment, letter or other document signed
by, or provided to, the debtor.

§30.12 Administrative offset.

(a) Scope. (1) Administrative offset is
the withholding of funds payable by
the United States to, or held by the
United States for, a person to satisfy a
debt.

(2) This section does not apply to:

(i) Debts arising under the Social Se-
curity Act, except as provided in 42
U.S.C. 404;

(ii) Payments made under the Social
Security Act, except as provided for in
31 U.S.C. 3716(c), and implementing reg-
ulation at 31 CFR 285.4;

(iii) Debts arising under, or payments
made under, the Internal Revenue Code
or the tariff laws of the United States;

(iv) Offsets against Federal salaries
to the extent these standards are in-
consistent with regulations published
to implement such offsets under 5
U.S.C. 5514 and 31 U.S.C. 3716 (see 5 CFR
part 550, subpart K; 31 CFR 285.7; and
part 33 of this chapter);

(v) Offsets under 31 U.S.C. 3728
against a judgment obtained by a debt-
or against the United States;

(vi) Offsets or recoupments under
common law, State law, or Federal
statutes specifically prohibiting offsets
or recoupments for particular types of
debts; or

(vii) Offsets in the course of judicial
proceedings, including bankruptcy.

(3) Unless otherwise provided for by
contract or law, debts or payments
that are not subject to administrative
offset under 31 U.S.C. 3716 may be col-
lected by administrative offset under
the common law or other applicable
statutory authority.

(4) Unless otherwise provided by law,
collection by administrative offset
under the authority of 31 U.S.C. 3716



