MANUAL..... GENERAL ADMINISTRATION 4- =0C

PART4 . . Claims
CHAPTER 4-60

CLAIMS ~ COLLECTION  REGULATIONS

4-60-10 REGULATIONS

The following Department regulations (32 FR 241, December 14, 1967,
33 F.R. 17292, November 22, 1968, 36 F.R. 3816, February 27, 1971)
implement the Federal Claims Collection Act of 1966.

Title 45 « PUBLIC WELFARE
Subtitle A = Department of Health,
Education, and Welfare
General Administration

Part 30 = CLAIMS COLLECTION

Part 30 of Title 45 of the Code of Federal Regulations is added to
read as follows:

Sec.

30.1 Incorporation by reference.
30.2 Scope of regulations.

30.3 Delegation of authority.

AUTHORITY: The provisions of this Part 30 issued under sec. 3, Federal
Claims Collection Act of 1966, Public Law 89-508, 80 Stat. 309, 31 U.S.C.
951-953; Joint Regulations of GAO and Department of Justice, 4 CFR Ch. 11
Parts 101-105; Statement of Organization and Delegation of Authority of
the Department as amended, 31 F.R. 16375.

§ 30.1 Incorporation by reference.

The regulations of this part incorporate herein and supplement
as necessary fTor Department operation all provisions of the Joint Regula-
tions issued by the Comptroller General of the United States and the
Attorney General of the United States under section 3 of the Federal Claims
Collection Act of 1966, which prescribes standards for administrative
collection of civil claims by the Government as well as compromise, sus-
pension, or termination of agency collection action, with respect to
claims not exceeding $20,000 exclusive of interest, and the referral to
the General Accounting Office, and to the Department of Justice for
litigation, of civil claims by the Government.

§ 30.2 Scope of regulations.

The standards set forth in this chapter are not applicable where
standards are prescribed under statutes other than the Federal Claims
Collection Act of 1966, for compromise or termination of collection action,
or waiver in whole or in part of claims thereunder.

HEW TN 75.4 (8/25/75) Supersedes ch 4-60, Twn71.13 (8/13/71)
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(4-60-10 continued)

§ 30.3 Delegation of Authority.,

(a) The Secretary delegated to the Department Claims Officer
the authority to perform the duties vested in him by
the Federal Claims Collection Act of 1966 (31 U.S.C.
951-953) as amended, except with respect to erroneous
payments under Titles Il and XVIIl of the Social Security
Act.

(b) The Department Claims Officer shall compromise, suspend,
or terminate claims referred to him after administrative
collection efforts have been exhausted in accordance with
the provisions of this part.

(c) The appropriate office, local, regional or headquarters,
shall take all necessary administrative action required
under the Act and Joint Regulations, except that, with
respect to claims of $800 or more, no compromise of a
claim shall be effected, nor collection action suspended
or terminated without the prior approval of the Department
Claims Officer, or the Tfollowing specific delegatees:

1. The Deputy Assistant General Counsel, Business and
Administrative Law Division, Office of General Counsel.

2. The Chief, Litigation and Claims Branch, Business and
Administrative Law Division, Office of General Counsel.

3. The Regional Attorneys except with respect to claims
arising out of activities of the Public Health Service.

GENERAL ADMINISTRATION TN-75. 4 (8/25/75)
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§ 1011

PART 101 —5€2P2 Of STANDARDS

Sac.
101.i Prescription o standards.
101.2 Omissions not a delense.
101.3 Fraud. gnuitrust, and tax cialms ex.
~luded.
101.1 Compromise, walver, or disposition
under other statutes not preciuded.
101..5 Conversion claims.
101.6 Subdivision of ¢laims not authorized.
101.7 Required administrative proceedings.
101 £ Referral for ltigation.
AvuTHORITY: Sec. 3. CC Stat. 30§:; 31 U.S.C.
952.
SouscE. 31 ¥R 15381, {ct. a5, 1366, uniess
otherwise noted.

$ 191.1 Prescription »f standards.

T h e _regulaticns in {hig chapter,
issued jointly by the Corzptroller Gen-
eral of the United States and the At-
torney Gezeral ¢f Chr United Statas
under section 3 Of the Federal Claims
Ccllection Act of 1388, 30 stat. 309.
prescribe standards {3r the adminis-
. trative collection, compromise, termi-
nation of agency collection. and the
referral to the Gerneral Accounting
Office. and to the Department of Jus-
tice for litigation. of ciwvil claims by the
Federal Government fecr money oOr
property. Additional guidance is con-
tained in Title 4 of the General Ac-
counting Office Manuai for Guidance
of Federal Agencies. Regulations pre-
scribed by the head of an-agency pur-
suant CO section 3 of the Federal
Claims Collection Act of 1258 will be
reviewed by the General Accounting
Office as 8 part of :ts augit of the
agency's  activities.

{44 FR 22701. &pr. 17. 19791

§ 101.2 Omissions not 4 defense.

The standards set forth in this chap
ter shall apply to the administrative
handling of eivil claims Of the Federal
Government for money or property
hut. the failure of as agency to comply
with any provision of this chapter
shall not be available as 8 defense to
any debtor.

$ 101.3 Fraud, antitrust, snd tax claims
excluded.
The standards set forth in this chap
ter do not apply to the handling of
any claim as to which there is an indi-

of Federal Requl ations
I, Parts 101-105

Title 4—Accounts

cation of fraud, the Presentation of a
false claim, o r misrepresentation o n
the par: of the debtor or any other
party having an interest in the claim,
or to any claim based In whole or in
part on conduct In violation Of the
antitrust laws. Cniy the Department
of Justice has authority to compro-
mise or terminate collection gciion on
such claims. However, matters submit-
ted to the Department of Justice for
consideration wfthout compliance with
the regulations in thb chapter because
there {s an indication of fraud, the
presentation of 3 false claim. Or mis
representation on the part of the
debtor or any other party having an
{nterest in the cleim, may be returned
to the agency forwarding them for
further handling in accordance with
the regulations in this chapter if it
determined that action based upos the
alle%ed fraud, false Cl @i M or masrepra.
sentatlon ts not warranted. Tax claims,
es to which differing exemptions. ad-
ministrative consideration. enforee
mtnt considerations, and statutes
apply. are also excluded from the eoy-

erage of this chapter.

$ 1014 Compromise, waiver, or dispositicn
under other statutes not precluded.

Nothing caontained in this chapter is
intended to preclude agency dispasi-
tion of any claim under statutes other
than the Federal Claims Collection
Act of 1966, 80 Stat. 308, providing for
the comprcmise, termination of collee
tion action, or waiver in whole or iz
part of such a claim. See, &.g,, “The
Federal Medical Care Recovery Act”
76 Stat. 583, 42 U.S.C. 2851. et seg.:
and applicable regulations. 28 CFR ;
43.1, et seq. The standards set forth in®
this chapter should be followed in the:
disposition of civil claims by the Fed:
eral Government by compromise ar}
terminaticn of collection action (otheﬂ
than by waiver pursuant to statutory;
authority) under statuies other than-
the Federal Claims Collection Act of:
1968, 80 Stat. 308. to the extentsuchg
other statutes or authorized reguls-
tions issued pursuant thereto do not
establish standards governing such
matters.
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Chop!
jo1.5 Conversion claima.

The instructions contained In this
napter are directed primarily to the
* ~overy of money on behalf of the
t&6%ernment and the eircumstances in
<hich Government claims may be dis-

sed of for less than the full amount
g‘o‘med._ Nothing contained in this

apter is intended, however, to deter
ﬁn agency from demanding the return
of specific properiy Or from demand-
in the alternative, efther the

in
t:f;u-n of property or the payment oi

jus value.
§ 1006 Subdivision of claims not author.

A debtor’'s Mability arising from a

sicular transaction or ~contract
<nall be considered as a single claim in
determining whether the claim is one
of less than $20.000. exclusive of inter-
est. for the purpose of compromise or
termination of collection action. Such
a claim may not be subdivided to avold
the monetary ceiling established by
the Federal Claims Collection Act of
1966, 80 Stat. 308.

§101.7 Required administrative proceed-
ings
Nothing contained in this chapter is

intended L0 require an agency to omit
or foreclose administrative ~proceed-

fngs required by contract or by law.

5 101.8 Referral for litigation,

As used in this chapter referral for
Htigation means referral to the De-
partment of Justice for a%);})]ropriate
legal proceedi ngs. unlesst he agency
concerned has statutory authority for
handling its own litigation

PART 102—STANDARDS F O R THE

ADMINISTRATIVE COLLECTION Q%
CLAIMS

8ec.

102.1 Aggressive AJeNCy coliection action.

1022 Demand for payments

i02.3 Collection by offset.

02.4 Reporting delinquent debts to com-

mercial credit buresus,

102.5 Personal interview with debtor.

1028 Contact with debtor's employing
agency. .

102.7 Suspension Or revocation Of license
0 r eligibility. *

or ll—Federal Claims Collaction Standor:s £102.2

Sec.

102.8 Liquidation of ccllateral.
102.9 Collection (n snstallments.
102.10 Expiorat.on of compromise
102.11 Interest

182.12 Analssis, 3i rosts.

102.13 Trocumentstion 0 T  admimistraire

collection getton.
102.14 Automaiicn.
102.15 Prevention Of overpayments, delin-

quencies, and de‘aults.
102.18 Additional sdministrative collection

action.
AUTHORITY: Sec. 3. 80 Stat. 308; 31 U S.C.
052

§ 1021 Aggressive agency collecticn
action,

Thie hesd of ar agency or his doesia-
nee shall takr 2zgressive action. on a
tirnely basis with effective foliowup, to
collect ail ciauns of the Unlted Stoles
for money or property grising out of
the activities of. or referred to. his
agency in accordance with the stand-
ards set forth in this chapter. Howev-
er, nothing contained in this chapter
is intended to reauire the General Ac-
counting Office or the Department of
Justice to duplicate collection actions
previously undertaken by any atner
agency.

131 FR 13381, Oct. 18. 1569]

81022 Demand for payment.

Appropriaste written demands shall
be made upon a debtor of the United
Stat&s in terms which inform the
debtor of the consequences of his fail-
ure to cooperate. In the initial notifi-
cation. the debtor should be informed
of the basis for the indebtedness. the
applicable requirements or polities for
eharging interest and reporting delin-
quent debts to commercial credit bu-
reaus, and the date by which the pay-
ment is to be made {date due;. The
date due should be specified and, nor-
mally. should be not more than 30
days from the date of the initial notifi-
cation. Three progressively stronger
written demands at not more than 30-
day intervals will normally be made
unless a response to the first or second
demand indicates that. further demand
would be futile and ihe debtor’s re-
sponse does not require rebuttal. ¥ur-
ther exceptions may be made where it
is necessary to protect the Govern-
ment's interests (e.g., the statute of
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e

§102.3

limitations {28 U.S.C. 2415)). Agencies
should respond promptly to communi-
cations from the debtor. Agencies
should advise debtors who d!spute the
debt to furnish available evidence to
support their contentlons.

{44 FR 22702. Apr. 17. 19783

§ 102.3 Collection by offset.

Collections by offset will be under-
taken administratively on claims
which are liguidated or certain in
amount in every instance fn which this
is feasible. Collections by offset from
persons receiving pay or compensaticn
from the Federal Government shall be
effected over a pericd not gr eat er thsn
the period during which such pay or
compensation is to be received. See 5
US.C. 5514. Collection by offsat
against a judgment obtained by the
debtor against the United States shall
be accomplished in accordance with
the Act of March 3. 1875. 18 Stat. 481,
as amended, 31 U.8.C. 227. Appropri-
ate use should be made of the cocpera-
tive efforts of other agencies in cffect-
ing collections by offset. including uti-
lization of the Army Holdup List, and
all agencies are enjoined to cooperate
in this endeavor.

[31 FR 13352, Oct. 15.19861

§102.4 Reporting delinquent debts to com-
mercial credit bureaus.

Agencies shall develop ‘ and imple-
ment procedures for reporting delin-
quent debts to commercial credit bu-
reaus. In the absence of a different
rule prescribed by statute. contract. or
regulation. a debt is considered delin-
c}uent if not paid by the date due spec-
ified in the Initial notification. unless
satisfactory anment arrangements
are made by the date due. Agency pro-
cedures for reporting delinquent debts
to credit bureaus must give due regard
to compiiance with the Privacy Act of
1974, as amended, 5 U.S.C. 552a, which
includes the following requirements:
‘a) Promulgate a “routine use” for the
disclosure; ib) keep an accountin? for
disclosures and make them available
to the debtor; (c) provide the credii
bureaus with corrections and nota-
tions of disagreement by the debtor;
and (d) make reasonable efforts to
assure that the information to be re-

Title $:=Accounty

ported i3 accurate. compiete, timely,
and relevant. Prior to exercising the
option of reporting dellnquent debts
to commercial credw bureaus. agencies
should send a demand | et t er advising
the debtor that such reporiing will
take place within a specified period of
time unless the debtor makes satisfac-
tory payment arrangements or demon-
strates some basis on which the debt ia
legitimately disputed.

{34 FR 22702. Apr. 17, 1979]

§ 1025 Persons! interview with debtor.

Agencies will undertake personal in-
terviews with thelr debtors when this
is feasible. having regard for the
gmounts involved and the proximiiy
of agency representatives to such debt
ors.

{31 FR 13381. Oct. 15, 1868. Redesignated al
44 FR 22702. Apr. 17.19791

§ 102.6 Contact with debtor's employing
agency.

When & debtor {s emploved bv the
Federal Government or {s a member of
the military establishment or the
Coast Guard, and collection by offset
cannot be accomplished in accor:
with 5 U.8.C. 5514. the empioying
agency will be contacted for the pur-
pose of arranging with the debtor for
payment of the indebtedness by allot-
ment or otherwise in accordance with
section 206 of Executive Order 11222
of May 8. 1965, 3 CFR, 1965 Supp.. P.
130 (30 FR 8469).

{31 FR 13381, Oct. 15.1956. Redcsignated at
44 FR 22702, Apr. 17.19791

§ 102.7 Suspension or revocation of ii-
cense or eligibility.

Agencies seeking the collection of
statutory penalties, forfeitures. or
debts provided for as an enforcement
aid or for compelling compliance will
glve serious consideration to the sus-
pension or revocation of licenses or
other privileges for any Inexcusable.
prolonged or repeated fallure of a
debtor. to pay such a claim and the
debtor will be so advised. Any agency
making. guaranteeing, insuring. &c-
quirtng, or participating in loans will
give serious consideration to suspend-
ing or disqualifying any lender, con-
tractor, broker, borrower or other
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debtor from doing further business
«;ith it or engaging In programs spon-
sored by ft i.’gsgchga debptorg{aﬂs t.oppay
;s debts to the Government within a
reasonable time and the debtor will be
¢n advlsed. The failure of any surety
to honor its obligations in accordance
with 6 U.S.C. 11 is to be reported to
theTreasury Department al once.No-
tification that a surety’s certificate of
authority to do business with the Fed-
eral Goverrunent has been revoked or
forfeited by the Treasury Department
will be forwarded by that Department
to all interested ageneies.

(31 FR 13331. Oct.15. 1088. Redesignated at
44 FR 22762, Apr. 17, 1973)

§102.3 Liguidation of colizateral,

Agencies holding security or collat-
eral"which may be liquidated and the
proceeds applied on debts due it
through the exercise of a power of
sale in the security instrument or a

on-judicial foreclosure should do so
gy such procedures if the debtor fails
t0 pay his debt within a reasonable
time after demand. unless the cost of
disposing of the collateral will be djs-
proportionate to its value or special
circumstances require judicial foreclo-
sure. Collection from other sources, in-
cluding liquidation of security or col-
lateral, is not a prerequisite tg requir-
ing payment by a surety or insurance
concern unless such action is expressly
required by statute or contract.

(31 FR 13331, Oct. 15. 1966. Redesignated at
44 FR 22702, Apr. 17.19793

3 102.9 Collection In instal'ments.

Claims. with interest in accordance
with § 102.10 should be collected in
full in one lump sum whenever this is
possible. However. {f the debtor is fi-
nancially unable to pay the indebted-
ness in one lump sum, payment may
be accepted in regular installments.
The size and frequency of such install-
ment payments should bear a reason-
able relation to the size of the debt
and the debtor’s abllity to pay. If pos-
5ible thie instaliment payments shouid
be sufficient in size and frequency to
liquidate the Government’s eiaim in
not more than 3 years. Installment
Payment.6 of less than $10 per month
should be accepted in only the most

§ 152.11

unusual circumstances. An agency
holding an unsecured claim for admin-
istrative collection should attempt to
obtain an executed confess-judgment
note. comparable to the Department
of Justice form USA-T0a. from a
debtor when the total amount of the
deferred installments will exceed 8750.
Such notes may be sought when an
unsecured obligation of a lesser
emount is involved. Security for de-
ferred payments. other than a confess-
judgment note, may be accepted in ap-
propriate cases. An agency may accept
installment payments notwithstanding
the refusal of a debtor to execute a
confess-judgmen. note or to give gther
security, at the agency’s option.

131 FR 13381. Oct. 15, 1868. Redesignated at
44 FR 22702. Apr. 17.1978]

§ 102.10 Exploration of compromise.

Agencies will attempt to effect com-
promises (preferably during the course
of personal interviews). of cjaims of
$20.000 or less exclusive of interest, in
accordance with the standards set
forth in Part 103 of this chapter in all
cases in which it can be ascertained
that the debtor’s financial ability will
not permit payment of the claim in
full, or in which the Htigative risks Or
the costs of litigation dictate such
action
131 FR 13381, Oct. 15. 1966. Redesignated at
44 FR 22702, Apr. 17.19791
$ 102.11 Interest.

In the absence of a different rule
prescribed by statute, contract. or reg-
ulation. interest should be charged on
delinquent debts and debts being paid

'In installments in conformity with the

Treasany Fiscal irements
Manual. When g debt is paid in install-
ments, the installment payments will
first be applied to the payment of ac-
crued interest and then to principal. in
accordance- with .the so-called “U.S.
Rule,” unless a different rule {5 pre-
scribed by statute. contract, or regula-
tion. Prejudgmeni interest should not
be demanded or collected on civil pen-
alty and forfeiture elaims unleszs the
statute under which tne claim arises
authorizes the collection of such inter-
(Lajs'g %5? Rodgers v. United States, 332

{44 FR 22702, Apr. 17.19791
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§102.12

§ 10212 Analysis OF costs.

Agency collection procedures should
rrovide for cJoerlodlc comparison of
costs incurred and amounts collected.
Data on costs and corresgonding re-
covery rates for debt3 of different
t}/}pes and in various doliar ranges
should be used to compare the cost ef-
fectiveness of alternative collection
techniques. establish guidelines with
respect to the points at which costs of
further collection efforts are likely to
exceed recoveries. assist in evaluating
offers in compromise, and establish
minimum debt amounts below which
collection efforts need not be taken.
Cost and recovery data should also be
nsefui in justifying adequate rescurces
for an effective collection program.

{44 FR 22702, Apr. 17, 19791

§ 102.13 Documentation of administrative
collection  actien.

All administrative collection action
should be documented and the bases
for compromise. or for termination or
suspension of collection action. should
be set out in detail. Such documenta-
tion should be retained in the appro-
priate claims file.

[31 FR 13381. Oct.15. 1966. Redesignated g}
44 FR 22702. Apr. 17.19793

§ 102.14 Automation.

Agencies should automate their debt
collection operations tg the extent it is
cost effective and feasible.

i44 FR 22702, Apr. 17. 19791

§ 102.15 Prevention Of overpavments, de.
iinquencies. and defaults.

Agencies should establish procedures
co identify the causes of overpay-
ments, delinquencies. and defaults and
the corrective actions needed. One
action that should be considered is the
reporting of debts or loans, when first
established. to commercial credit bu-
reaus.

144 FR 22702. Apr. 11, 1979)

§ 102.16 Additional’ administrative collec-

tion  action.

Nothing contained in this chapter is
intended to preclude the utilization of

Page 5

Titie 4-—~Aczounts
any other administrative remedy
which may be avallable.

131 Fr 13381, Oct. 15. 1966. Redesignated at
44 FR 22702. Apr. 17. 1978

PART 183—STANDARDS FOR THE
COMPROMISE OF CLAIMS

Sec.
103.1 scope and application.

103.2 Inability to pay.

103.3 Litigative probabilities.

103.4 Cost of coliecting clatm.

103.5 Enforcement poticy.

103.6 Joint and several liability.

103.7 Settlement for a combinaticn of rea.

S0.15.
103.8 Further review of tompromise offsrs.
103.8 Restrictions.

AvsHomiTY:sec3 80 St at . 309:31vU.s.C
g2.

Scurcr: 31 FR 13382, Oct. 15. 1966. uniess
otherwise noted.

§ 103.1 Scope and application.

The standards set forth in this part
apply to the compromise of claims.
pursuant to section 3(b) of the Federal
Claims Collection Act of 1966. 80 Stat.
309. which do not exceed $20,000 ex-
clusive of interest. The head of an
agency or his designee may exercise
such compromise authority with re-
spect to claims for money or property
arising out of the activities of his
agency prior to the referral of such
claims to the General Accounting
Office or to the Department of Justice
for litigation. The Comptroller Gener-
al or his designee may exercise such
compromise authority with respect {o
claims referred to the General Ac-
ceunting Office prior to their further
referral for Iiti?ation. Only the Comp-
troller General or his designee may
effect the compromise of a claim that
arises out of an exception made by the
General Accounting Office in the ac-
count of an accountable officer, in-
cluding a claim against the payee,
Pr_lor'to its referral by that Office for
itigation.

§ 103.2 Inability to pay.

A claim may be compromised pursu-
ant to this part if the Government
cannot collect the full amount because
of <a) the debtor’s inability to pay the
full amount within a reasonable time.
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or (p) the refusal of the debtor to pay
the claim in full and the Govern-
ment's inability to enforce collection
.n TUll within a reascnable time by en-
forced collection proceedings. In deter-
mining the debtor's fnability to pay
the following factors, among others,
may be considered: Age and health of
the debtor; present and potential
income; inheritance prospects; the pos-
sibility that assets have been con-
cealed or Improperly transferred by
the debtor; the availability of assets or
income which may be realized upon by
enforced collection proceedings. The
agency will give consideration to the
applicable exemptions available to the
degtor under State and Federal law in
determining the Government's ability
to enforce coilection. Uncertainty as to
the price which collateral or other
property will bring at forced sale may
roperly be considered in determining
?he Government’s ability to enforce
collection. A compromise effected
under this section should be for an
amount which bears a reasonable rela-
tion to the amount which can be re-
covered by enforced collection proce-
dures, having regard for the exemp-
tions avallable to the debtor and the
time which collection will take. Com-
sromises payable in installments are
20 be discouraged. However, if pay-
nent of a compromise by installments
s necessary. an agreement for the re-
nstatement of the prior indebtedness
ess sums paid thereon and accelera-
don of the balance due upon default
n the payment of any installment
hould be obtained. together with se-
arity in the manner set forth in
102.8 of this chapter, {n every case in
vhich this is possible. If the agency’s
iles do not contain reasonably up-to-
late credit information as a basis for
ssessing a compromise proposal such
aformation may be obtained from the
ndividual debtor by obtaining a state-
aent executed under penalty of perju-
¥ showing the debtor’s assets and IlI-
bilities, Income and expense. Forms
such as Department of Justice form
DJ-35 may be used for this purpose.
Similar dala may be obtained from
corporate debtors by resort to balance
sheets and such additional data as
seems  required.

-t
[}
[
L

g 1333 Litigative probabilities.

A claim may be compromised pursu.
ant to thls part {{ there is a real doubt
concerning the Government's ability
to prove fts case {in court for thr fuij
amount claimed either because of the
legal issues Involved or a bona fide dis-
pute as to the facts. The amount ee-
cepted In compromise in such cases
should fairly reflect the probabilisy of
prevailing on the legal questlon in-
volved, the prebadilities with respect
to full or partial recovery of a judg-
ment having due regard to the avail-
ability of witnesses angd other eviden-
tiary support {->t h e
claim. and related pragmatie consider-
ations. Proportiornnte weight ghauld be
given to the probabie amount of court
costs which may be assessed againsi
the Government if it is unsuccesstu? in
litigation. having regard for the litiga-
tive risks involved. Cf. 28 U.S.C. 2412.
as amended by Pub. 1, 89-507, 85 Stat.
308.

§ 1034 Cost of collecting elaim.

A claim may be compromised pursu-
ant to this part if the eost of collecting
the claim does not justify the enfarced
collection of the full amount. The
amount accepted fr compromise in
such cases may reflect an appropriate
discount for the administrative and 1i-
tigative costs of collection having
regard for the time which !t will take
to effect collection. Cost of eollecting
may be a substantial factor {n the sez-
tlement of small claims. The cos: of
collecting claims normally wil! not
carry great weight in the settlement of
large claims.

§ 103.5 Eaforecement polity.

Statutory penalties, forfeitures, or
debts established as an aid to enforce-
ment and to compel compliance may
be compromised pursuant to this part
{f the agency’s enforcement policy in
terms of deterrence and securing com-
pliance, both present and futnure, wi)]
be adequately served by acceptance of
the sum to be agreed upon. Mere acci-
dental or technical violations may be
dealt with less severely than willful
and substantial violations.

Govermimnent
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§ 1336

£ 103.6 Joint and several liabiliiy.

When two or more debtors are joint-
iy and severally liable cellection action
will not be withheld against one such
debtor antll the other or others pay
their proportionate share. The agency
should not attempt to allocate the
burden of paying such claims as be-
tween the debtors but should proceed
to liguidate the indebtedness as quick-
ly as possivle. Care should be taken
that compromise with one such debtor
does not release the agency's claim
against the remaining debtors. The
amount sf a compromise with one
such debtor shall not be considered a
precedent or as moraily binding In de-
termining the amount which will be
required irom other debtors jointiy
and severally iiabie on the ¢iaim.

§ 103.7 Settlement for a combination of
reasons.

A claim may be compromised for one
or for more than one of the reasens
authorized in this part.

$ 103.8 Further
offers.

If an agency holds a debtor’s firm
written offer of compromise which is
substantial in amount and the agency
is uncertain as to whether the offer
should be accepted. it may refer the
offer, the supporting data, and par-
ticulars concerning .he claim to the
General Accounting Office or to the
Department of Justice. The General
Accounting Office or the D~partment
of Justice may act upon such an offer
or return it to the agency with instruc-
tions or advice.

review of compromise

§ 103.9 Restrictions.

Neither a percentage of a debtor’s
profits nor stock in a debtor corpora-
tion will be accepted in compromise of
a claim. In negotiating a compromise
with a business concern consideration
should be given to requiring a waiver
of the tax-loss-carry-forward and tax-
loss-carry-back rights of the debtor.

Page 7
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PART 104.STANDARDS F O R SUS-
PENDING OR TERMINATING CCi-

LECTION ACTION

Sec.

104.1 scope and application.

104.2 Suspension of collection activity.
104.3 Termination of coliection activity.
104.4 Transfer Of claims.

95.2\umonrn': Sec. 3. 80 8tat. 309; 31 V.8.C.
Source. 31 FR 13383. Oct. 15.1668. urleas
otherwise nioted.

§ 104.1 Scope and application.

The standards set forth in this part
aPpIy to the suspension or termination
of collection act.on pursuant to sec-
tion 3(b) of the Federal Ciaims Coilez-
tion Act of 1966. 80 Stat. 309. on
claims which do not exceed £29,000 ex-
clusive of interest. The head of an
agency or his designee may suspend or
terminate collection action under this
part with respect to claims for money
or property arising out of activities of
his agency prior to the referral of such
claims to the General Accounting
Office or to the Department of Justice
for litigation. The Comptroller Genezr-
al or his designee may exercise such
authority with respect to claims re-
ferred to the General Accountin
Office prior to their further referra
for litigation.

§ 104.2 Suspension of collection activity.

Collection action may be suspended
temporarily on a claim when the
debtor cannot be located after diligent
effort and there is reason to believe
that future collection action may be
sufficiently productive to justify peri-
odic review and action on the claim
having consideration for its size and
the amount which may be realized
thereon. The following sources may be
of assistance in locating missing debt-
ors: Telephone directories: clty direc-
tories, postmasters; drivers' license rec-
ords: automobile title and license rec-
ords: state and local governmental
agencies: district directors of Internal
Revenue: other Federal agencies; em-
ployers, reiatives, friends; credit
agency sktp locate reports: and credit
bureaus. Suspension as to a particular
debtor should not defer the early lig-
uidation of security for the debt.
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very reasonable effort shculd be
ade to locate missing debtors suffi-
ciently in advance of the bar of the ap-
.licable statute of limitations, such as
) 1-505, 80 Stat. 304. to permit
¢ filing of suit if such action
.ed. If the missing debtor has
onfess-judgment note and is
, referral of the note for the
judgment should not be de-
sause of his missing status.
1 actlon may be suspended
ily on a claim when the
#ms no substantial equity in
d is unable to make payments
-overnment’s claim or effect 3
ise thereof at the time but
'e prospects justify retenticns
laim for periodic review and
1d (a) the applicable statute of
ns has been tolled or started
anew or (b) future collection
effected by offset notwith.

: the statute of limitations.

3383. Oct. 15. 1966. as amended at
702, Apr. 17, 1979}

Termination of collection activity.

lead of an agency or his desig-
.y terminate collection activity
nsider the agency’s file on the
closed under the following
nubility to collect any substan-
wunt Collection action may be
ated on a claim when it be-
clear that the Government
, collect or enforce collection of
gnificant sum from the debtor
: due regard for the judicial rem-
ivailable to the Government, the
*s future financial prospects,
he exemptions available to the
r under State and Federal law. In
nining the debtor's inability to
the following factors. amon
S, ma?{I be considered: Age an
n of the debtor; present and po-
d income: inheritance prospects:
sossibility that assets have been
:aled or improperly transferred
e debtor; the avaiiability of assets
2ome which may be realized upon
iforced collection proceedings.
Inability to locate debtor. Collec-
action may be terminated on a
1 when the debtor cannot be ]lo-
3, there is no security remaining
! liquidated, the applicable statute

Part 105

of imitations has riin. and the pros-
pects of collecting by offset notwith-
standing the bar of the statute of limi-
tations is i0o remote to ifustify relen-
tion of the claim.

(&) Cos: will ezceed recovery. Coilec-
tion action may be termirated on 3
claim when it iS jixely that the cost of
further collection action will exceed
the amount recoverable thereby.

(d) Claim legelly without merit. Col-
lection action should be terminated on
3 claim whenever it is determined that
th: elaim s legally without merit.

(e) Claim cannot be substantiated by
evidence. Colisction action should b e
terminated when it is determined that
the evidence necessary to prose the
c.alm cannot bc preduced or the neces
sary witnesses are unavailable and ef-
forts to induce veiuntary payment are

unavaliing.

§ 104.4 Trznsfer of claims,

When an agency has doubt as to
whether collection action should ‘be
suspended or terminated on a eclaim it
may refer the claim to the General Ac-
counting Office for advice. When a sig-
nificant enforcement policy is involved
in reducing a statutory penalty or for-
feiture to judgment, or recovery of a
judgment is a prerequisite to the im-
position of administrative sanctions.
such as the suspension or revocation
of a Mcense or the privilege of partici-
pating in a Government sponsored
program an agency may refer such a
claim far lltigation even though term!-
nation of collection activity might oth-
erwize be given conzideration under
§ 104.3 (8} Or (). Claims on which an
‘agency holds a_judgment by assign-
ment or otherwise will be réferred to
the Department of Justice for further
action 1f renewal of the judgment lien
or enforced collection proceedings are
justified under the criteria discussed
in this part, unless the agency con-
cerned has statutory authority for
handling its own litigation.

PAR? 105—REFERRALS 70 CGAC CR
FOR LITIGATION

SeC.
105.1 Prompt referral.
05.1 current address of debtor.

1
105.3 Credit dats.
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1054  Report of prier collection acticns.

105.5 Preservation of evidence.

105.6 Miammum amount of referrals to the
Department of Justice.

1637 Referrals to GAO.

95.1\1:7:403:‘:7: Sec. 3, 80 Siat. 309; 31 US.C.

Souacz: 31 FR 13344, Oct. 15, 1968. unless
otherwise noted

§ 105.1 Prompt referTal.

Clatms on which collection sastion
has been taken in accordance with
Part 1% of this chanter and which
cannot be compromised, or on which
coliection action cannot be suspended
or terminated, ii i sccordance with
Farts 1G3 and 104 of this chapter. will
be referred to the General Accounting

fficz in accordance with R.S. £38, as
amended. 31 U.S.C. 71, or to the De-
partment of Justice. if the agency ¢an-
cerned has beer. granted an except on
{rom reierrals to the Genera! Account-
ing Office. Such referrals should be
made as early as possible consistent
with aggressive agency collection
action snd the observance of the regu-
lations contained in this chapter and
in any event well within the time lim-
ited for bringing a timely suit against
the debror.

§ 1052 Current address of debtor.

Referrals {g the General Accounting
Office, and to the Department of Jus-
tice for htigation, will be accompanied
by the current address of the debtor
or the name and address of the agent
for a corporation upon whom service
nay be made. Reasonable and appro-
priate steps will be taken to loeate
missing parties in all cases. Referrals
to the General Accounting Office. and
referrals to the Department of Justice
for the institution of foreclosure or
other proceedings. in which the cur-
rent address Of any party is unknown
will e accompanied by a listing of the
prior known addresses of such a party
and a stalement of the steps taken to
igerate him.

§ 105.3 Credit data. -

(a) Claims referred to the General
Accounting Office, and to the Depart
ment of Justice for litigation. will be
accompanied by reasonably current

Titlg 4—Accounts

credit data {ndicating ihst therz is o
reasonable prospect of effecting en-
forced collections from the debtor.
having due regard for ths =xemptions
avaiiable to the debtor undesr State
and Federal law and the tugdinle) reme.
dieg avallabie to the Government.

{d) Such credit data may take the
form of {13 a commercial eredit repost,
(2) an agency investigative report
shewing the debtor's assets and liabil-
{tles and his income and expenses, {3)
the individual debtor's own finznciai
statement executed under penaity of
perjury reflecting his assets and liabii-
itles and his income and expenses, cr
{4) an audited bslance sheet o! a c&r-
porate debtor.

¢¢) Such credit dnta may -2 omlitad
if (1) a surety bond is availabic n an
amouint sufficient 1§ satisly the cinim
tn full. (2) the forced sale vziue of the
security available for spplication to
the Government's clzim ig sulficient
to satisfy its claim in full, {3) the re-
ferring agency wishes to liguidate ican
collateral through judicial fcrecicsure
but does not desire 8 deficiency juzig-
ment. (4) the debtor i{s in bankmptey
or receivership. or {53 the debtor’s }a:
bility to the Government is fully cov-
ered by insurance, i{n which case the
agency will furnish such information
as it can develop concerning the iden-
tity and address of the insurer and the
type and amount of insurance ggver
age.

§ 105.4 Report of prior collection actions.

A checklist or brief summary 3f the
actions previously taken to collect or
compromise a elaim will ®e forwardad
with the elaim upon its referrai to the
General Accounting Office or to the
Department Of Justice. If any of the
administrative collection actions enu-
merated in Part 102 of this chapter
have been omitted, the reason for
thelr omission will be given with the
referral. The General Accounting
Office and the Depariment <4 Justice
may return or retain claims at their
option when there is nsufficient justs-
fication for the omission af one or
more of the administrative collecticn
actions enumerated in Part 102 of this
chapter.



HHS Exhibit 4-60-A Page 10

General Adm nistration Mnual
HHS Transmttal 81.01 (2/6/81)

Chapter H{—Federal Claims Collection Standards

§105.5 Preserystion of evidence.

Care wil} be taken to preserve all
rjles. records and exhibits on eiaims re-
ferred or to be referred 1o the General
Accounting Office. or to the Depart-
ment & Justice for litigation.

105.6 Minimum amount of referrals to
the Department of Jusiice.

Agencies will not refer claims of less
than 5600. exclusive of Interest for liti-
gation unless (a) referral is important
Lo a significant enforcement policy or
(b the debtor has not only the clear
ability to pay the claim but the Gov-

§ 105.7

ernment can effectively enforce pay-
ment having due regard Lo the exemp-
tions available to the debtor under
State or Federal Law and the judicial
remedies available 1o the Government.

(42 FR 38891, Aug. 1. 19771

$ 3057 Referrals to GAO.

Referrals of elafmns to the General
Accounting Office will be in accord-
ance with instructions, including mon-
etary limitations, contained in the
General Accounting Office Policy and
Procedures Manual for the Guidance
of Federal Agencies.




