§1018.63

(@) When it becomes clear that the
Government cannot collect or enforce
collection of any significant sum from
the debtor having due regard for the ju-
dicial remedies available to the Gov-
ernment, the debtor’s future financial
prospects, and the exemptions avail-
able to the debtor under State and Fed-
eral law;

(b) When the debtor cannot be lo-
cated, there is no security remaining
to be liquidated, the applicable statute
of limitations has run, and the pros-
pects of collecting by offset, notwith-
standing the bar of the statute of limi-
tations, are too remote to justify re-
tention of the claim; or

(c) When it is likely that the cost of
the collection action will exceed the
amount recoverable.

§1018.63 Termination of collection ac-
tion.

Collection action shall
nated:

(a) Whenever it is determined that
the claim is legally without merit; or

(b) When it is determined that the
evidence necessary to prove the claim
cannot be produced, or necessary wit-
nesses are unavailable, and efforts to
induce voluntary payments have been
unavailing.

§1018.64 Transfer of a claim.

The Board may refer a claim to GAO
when there is doubt as to whether or
not a collection action should be sus-
pended or terminated.

be termi-

Subpart E—Referral of a Claim

§1018.70 Prompt referral.

(a) A claim which requires enforced
collection is referred to GAO or DOJ
for litigation. A referral is made as
early as possible consistent with ag-
gressive collection action and, in, any
event, well within the time required to
bring a timely suit against the debtor.
Ordinarily, referrals are made within 1
year of the Board’s final determination
of the fact and the amount of the debt.

(b) When the merits of the Board’s
claim, the amount owed on the claim,
or the propriety of acceptance of a pro-
posed compromise, suspension, or ter-
mination of collection actions is in
doubt, the Board shall refer the matter
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to GAO for resolution and instruction
prior to proceeding with collection ac-
tions and/or referral to DOJ for litiga-
tion.

(c) The Board may refer a claim to
GAO or DOJ even though the termi-
nation of collection activity might
otherwise be given consideration under
§1018.63 if:

(1) A significant enforcement policy
is involved in reducing a statutory pen-
alty or forfeiture to judgment; or

(2) Recovery of a judgment is a pre-
requisite to the imposition of adminis-
trative sanctions, such as suspension
or revocation of a license or privilege
of participating in a Government spon-
sored program.

(d) Once a claim has been referred to
GAO or DOJ under this subpart, the
Board shall refrain from any contact
with the debtor and shall direct the
debtor to GAO or DOJ as appropriate,
when questions concerning the claim
are raised by the debtor. The Board
shall immediately advise GAO or DOJ,
as appropriate, of any payments by the
debtor.

§1018.71 Referral of a compromise
offer.

The Board may refer a debtor’s firm
written offer of compromise which is
substantial in amount to GAO or to
DOJ if the Board is uncertain whether
the offer should be accepted.

§1018.72 Referral to the Department
of Justice.

(a) Claims for which the gross origi-
nal amount is over $500,000 must be re-
ferred to the Commercial Litigation
Branch, Civil Division, Department of
Justice, Washington, DC 20530. Claims
for which the gross original amount is
$500,000 or less must be referred to the
Department of Justice’s Nationwide
Central Intake Facility.

(b) A claim of less than $600, exclu-
sive of interest, is not referred for liti-
gation unless:

(1) Referral is important to a signifi-
cant enforcement policy; or

(2) The debtor has the clear ability to
pay the claim, and the government can
effectively enforce payment.

(c) A claim on which the Board holds
a judgment is referred to DOJ for fur-
ther action if renewal of the judgment
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lien or enforced collection proceedings
are justified under the criteria dis-
cussed in this part.

(d) Claims must be referred to the
Department of Justice in the manner
prescribed by 4 CFR 105.2. Care must be
taken to preserve all files, records, and
exhibits on claims referred under para-
graphs (a) and (b) of this section.

Subpart F—Internal Revenue
Service Procedure

§1018.80 Reporting discharged debts
to the Internal Revenue Service.

When the Board discharges a debt for
less than the full value of the indebted-
ness, it will report the outstanding bal-
ance discharged, not including interest
to the Internal Revenue Service, using
IRS Form 1099-G or any other form
prescribed by the IRS, when:

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

(b) The obligation has not been dis-
charged in a bankruptcy proceeding;
and

(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 tax year a formal
compromise agreement was reached in
which the debtor was legally dis-
charged of all or a portion of the obli-
gation.

Subpart G—Tax Refund Offset

§1018.90 Purpose.

This subpart establishes procedures
for the Board to refer past-due debts to
the Internal Revenue Service (IRS) for
the offset against the income tax re-
funds of persons owing debts to the
Board. It specifies the Board’s proce-
dures and the rights of the debtor ap-
plicable to claims for the payment of
debts owed to the Board.

§1018.91 Applicability and scope.

(a) These regulations implement 31
U.S.C. 3720A which authorizes the IRS
to reduce a tax refund by the amount
of a past-due legally enforceable debt
owed to the Government of the United
States.
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(b) For purposes of this section, a
past-due legally enforceable debt ref-
erable to the IRS is a debt which is
owed to the Government of the United
States and:

(1) Except in the case of a judgment
debt, has been delinquent for at least 3
months but has not been delinquent for
more than 10 years at the time the off-
set is made;

(2) Cannot be currently collected pur-
suant to the salary offset provisions of
5 U.S.C. 5514(a)(1);

(3) Is ineligible for administrative
offset under 31 U.S.C. 3716(a) by reason
of 31 U.S.C. 3716(c)(2) or cannot be col-
lected by administrative offset under 31
U.S.C. 3716(a) by the Board against
amounts payable to or on behalf of the
debtor by or on behalf of the Board.

(4) With respect to which the Board
has given the taxpayer at least 60 days
from the date of notification to present
evidence that all or part of the debt is
not past-due or legally enforceable, has
considered evidence presented by such
taxpayer, and has determined that an
amount of such debt is past-due and le-
gally enforceable.

(5) Has been disclosed by the Board to
a consumer reporting agency as au-
thorized by 31 U.S.C. 3711(f), unless a
consumer reporting agency would be
prohibited from using such information
by 15 U.S.C. 1681c, or unless the amount
of the debt does not exceed $100.00;

(6) With respect to which the Board
has notified or has made a reasonable
attempt to notify the taxpayer that
the debt is past-due and, unless repaid
within 60 days thereafter, the debt will
be referred to the IRS for offset against
any overpayment of tax;

(7) Is at least $25.00;

(8) AIll other requirements of 31
U.S.C. 3720A and the Department of the
Treasury regulations codified at 26
CFR 301.6402-6T relating to the eligi-
bility of a debt for tax return offset
have been satisfied.

§1018.92 Administrative charges.

In accordance with 49 CFR 1018.30, all
administrative charges incurred in
connection with the referral of the
debts to the IRS shall be assessed on
the debt and thus increase the amount
of the offset.



