
YAMJAL,.... GENERAL ADMINISTRATION 4- -0C
PART 4 . . Claims

CHAPTER 4-60

CLAIMS COLLECTION 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. II
Parts 101-105; Statement of Organization and Delegation of Authority of
the Department as amended, 31 F.R. 16375.

5 30.1 Incorporation by reference.

The regulations of this part incorporate herein and supplement
as necessary for 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.

5 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, T N-71.13 (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 II and XVIII 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 following 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 ADMINI  STRATION TAG75.  4 (8/25/75)
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9 101.1

?A2?  1c:-3rC3PE  O f  SIAiWA2PS

S?C.
1Ol.i  hescrl~tion  o f  s:a;ldaki..
lrJ1.2 Omissions not 3.  defer&se.
101.3 Fraud. utrItrr?A.  and tzx  cla!m  ex-

hded.
X01.3  Compromtsc. waiver.  or G!sposltlon

t:r.der other  S~S?JW~  not  prcchded.
101 5 Canvtr:i!on  cla!Fa
lolk Subdivision of c:aIms not authortzed.
iDI. Required aciministrpt!ve proceed:ngs.
:?:  JJ  Raierrol  for  lltlp~L;on.

ALW~XI~:  Sec. 3. CC Sat.  329;  31 U.S.C.
45”.*

SOVXCL.  3i i'E?, 1538:.  CCL i5.  5966.  unis
otbeiivise noted..

4 1X.J Prescription of atandardr.
T h e  remlat?crs in t.‘rh chauter.

issued Joi& by the Ccmptroller  Gen-
eral of the United States  and the At-
torney Gezerti cf  Chr Urtked  Stntes
under  section 3 of the Federz.!  Claims
Ccllection  Act  of INS.  30  Stat. 309.
prescribe standards for the adminis-

. trative  coilection, compromise, termi-
nation of agency collection. and the
referral to the GeEera  Accounting
Office. and to the Department of Jus-
tice for litigation. of civil  claims by the
Federal Government fci -money  or
property. Additional guidance is con-
tained in Title 4 of the General Ac-
count!ng  Oif!ce Macuai  for Guidance
of Federal Agencies. Rzgu!stions  pre-
scribed by the head of an.agerxy pur-
suant Co section 3 oi the Federal
Claims Collection Act of 1565 wiil  be
reviewed by the General Accounting
Office as 8 part of 2s audit  of the
agency’s activities.
(44  FFt 22701. fApr.  17. 19791

4 101.2 Omissions not EI defense.
The standards set forth in this chap

ter shall apply to the adminlstrati~e
handling of civil  cla:ms  of the Federal
Government for money or property
hut. the failure of a;; agency to comply
with any provision of this chapter
Slidi noi be ava:lab:e  i2i  8 Gefzi-iie  to
any debtor.

Q 101.3 F.aud, antitntrl,  and tu 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 fndl-

?ederal Regulations
?arts lOl-155

title  4-Accountr

cation  of fraud, the Presentation Of  a
fw  ciafm. o r  misrePresentation  o n
the  par: of the debtor or any other
party  having an tnterest  In the  ciaim.
or to any cldm  based In whole or in
part on conduct In violation Of the
antftrust laws. Cniv  the Department
of JustIce  has authority to CornPro-
mfse or terminate colkctlon action on
such claims. However, matters eubmft
ted to the Department of Justice for
consideration wfthout compliance with
the regulations in thb chapter becauze
t h e r e  ls a n  tndlcatlon of  fraud. t h e
presen*W:on  02 3 fdse clak Or zx&
representation on the part of the
debtor or any  other wrtY having an
Lzterest  in the ckim. may be returned
to the agency forwardin  th@m for
further handling in accordance with
the regulations in this chapter if it k
determined  that action based  UPorl  uri!
alleged fraud, false claim, or mlsreprp
sentatlon h not warranted. Tax clafmr,
as to which differing exemptions. a6
ministrsthe  consideration. enfore+
m t n t  conslderationa.  a n d  statuta
apply. are also excluded from the cov-
erage of this chapter.

0 101.4 Comprcmin.  waker,  or dirpositicn
under other at&u&e not precluded.

Nothing c%W&xd in this chapkr  h
intended to prechide agency dbposi-
tion of any cl- under statutes other
than the Federal Claims CoUectl3n
Act of 1986,  80 Stat. 308.  providing fw
the comprcrr&e.  teimlnation of colkc-
tion action,  or waiver In whole or ix
p&-C  of such a dsim. See. e.g..  “The
Federal Medical  Care Recovery Act,”
76 Stat. 593, 42 U.S.C. 2851. et SW,:
and applicable regulations. 28 CFF4 ;
43.1, et seq. The standards set forth inO:
this chapter should be followed in  the;
disposition  of c&II clpims  by the Fed-:
ersl  Government by oompromise or:
te.rmi.nnticn  of col!ec:ht  action fotberj
than  by waiver pursuant  to statutory;
suthotity)  under statutes  other than.
the Federal Claims Collection Act of:
1966.  80 SW..  308. to the extent such
other statutes or authorized reeuls-1
tions issued pmsnt thereto do not
establish  standards governing such
matters.
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- Conver*inIl  cfoimr.Q loI.=
Tne inStruc!.ions  contained  In this

,.hapter  are directed primarily to the
,covery  of money on behalf of the
Government and the circumstance;  in
,hJch  Government claims may be dls-
posed  of for less  than the full amount
dauned4  Nothing contained in this
tiapter  is intended, however, to deter
an 8gency  from demanding the return
of Specific  property Or from demand-

in  t h e  alhXnatlVe.  efther t h e
~urrL  of property or the payment oi
tts  due.
) ,01-1 Subdivirion  of claims not author.

ild
A debtor’s liablhty  arising fro-m a

p&rtmllar transaction or contract
sh~J be considered BS  a single claim in
determining  whether the claim  is one
ef less than $20.000. exclusive  of Jnter-
eS;,  for the purpose of compromise or
ter&nation of collettlon  action. Such
a ejaim  may not be subdivided to avold
the monetam  cei!ing  established by
me Federal maims  Co%?ctlon  Act of
1966.80  Stat. 308.

f 101.7 Required administrative profee&
in*

Nothing contained in this chapter is
tntended  LO require an agency to omit
or fore&se  administrative  proceed-
lngs required by contract or by law.

5 101.8 Referlal  for ii:igation.
As used in this chapter’refenal  for

Utigation  means referral to the De-
partment of Justice for appropriate
legal  proceedings. unless the agency
concerned has statutory authority for
handling its own litigation

tART 102~STANDARDS  F O R  75%
ADMlNISlRATlVE  COLLECTION OF
CLAIMS

8ec.
102.1  Aggressive  agency wliection  aclion.
tOZ.2  Demand for payment+
i02.3 Collection by offset.
102.4 Reporting delinquent debts to com-

inertial  credit  bums=
102.5 Personat  interriiew  with debtor.
1OZ6 Contacr  wtth  debtor%  e m p l o y i n g

afrency.
109.7 Suspension or revocation  of license

o r  eligiblllty.  *

I: 192.2

sect.
102.8 Uqutdallon  trf cclla:eiaI.
102.9 Collection  tn wstallmt-nts.
102.10 Exp:orar.on  0: compromise

102.17  .Jn3!ws  0: xsts.- -
102.13 ihcu’r&~t5iIon o f  admlnistrfiilve

collection actlon.
102.14 Aufom.ar!sn.
102.15 Prevenr!on  of overpay.ments.  d&n.

quencier.  and deiaults.
102.18 Add:tlonal  ndmln%raLis.e  collecLio;l _

llCctt0n.

AUTHORITY: Sec.  3. 80 Stal. 708;  31 U S.C.
952.

j 102.1 &grids&e
act ion .

agemy

T;>e 1,~s.:  sf s,n  ng~~cy ;r  h!s &?s:::-
me shall  takr ag=ezslve action. on a
ti,me:y  basis  KiLh  effective foJ;oaup.  to
collect ai! ciaiins  (11 tilt  'u'aiit<iI  Stctes
for *T&i-&S  27 -popc.y .7:-ir‘~*  v^*gt  2f-. .-a*.(.
the activities of. or referred to. his
agency in accordance with  thr stand-
ards set forth in this chapter. Howev-
er, nothing contained in this chapter
ls intended to reauire the General Ac-
counting Office or the Department of
Justice to duphcate collection actions
previously undertaken by any ather
agency.
131 FR  13381, Oct. 15.15651

9 102.2 Demand for  payment.
Appropris*A  written demands sha!l

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 notiC-
cation. the de%or  should be informed
of the bssb for the indebtedness. the
applicsble requirements or polities for
charging  interest and reportinng de’in-.
duent-  debts to commercial credit bu-
reaus, zu?d  the date by which the pay.
mcnt  is  to be made (date duei.  The
date due should be specified and, nor-
mally. should be not more than 30
days from the date of the inftiaJ notffi-
oation.  Three progtesioely  stronger
written demands at not more than 30-
day intervals wi!l  normally be made
unless a response to the first or second
demand !ndtca!es  that. further demand
would  be fut!le and ihe  debtor’s re-
SPQ~SP  does not require rebuttal. E’ur-
ther  exceptions may be made where it
i s  necessary to protect the Govem-
merit’s  interests (e.g..  the statute of

---- ..-._ -. -_
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0 102.3

limitations ~23  U.S.C. 2415)).  Agencies
shou!d respond promptly to tommunl-
cations from the debtor. Agencies
should advise debtors who d!spute  the
debt to fumlsh avallable  evfdence  to
support thetr  contentions.
[44  FR  22702. Apr. 17. lD?o;

Q 102.3 Collection by offset
Collections by offset will be under-

taken administratively on chtims
which are liquIdat..ed  or certafn  in
amount in every instance in which thfs
fs feasible. Collections by offset from
persons receiving pay or compensation
from the Federal Government shall be
effected over a pericd not greater thsn
the period during %hl:ch such  pay or
compensation is ia be received. See 5
U.S.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,
3s amended, 31 USC.  227. Appropri-
ate use  should be made of ihe ,wopem-
tive  efforts of other aaencies  Ln  cfiect-
ing collections by offset. including uti-
lization of the Army Holdup List.  and
all agencies are enjoined to cooperate
in this endeavor.
t31  FR  13352, Oct. 15.19861

$102.4 Fteporting dcltnquent  dcbta  to com-
mercial credit bu:eaua

Agencies shall develop ’ and imp!e-
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 dehn-
quent if not paid by the date due spsc-
ified in the initial notification. unless

9  102.7 Bu8pension or  revocat ion Of li-
eense or cligibi:ity.

satisfactory payment arrangements ’ Agencies seeking the collection of
are made by the date due. Agency pro- statutory penaltie&  forfeitures. or
cedures for reporting delinquent debts debts provided for as sn enforcement
to credit bureaus must gfve due regard aid  or for compelling compliance alll
to compiiance with the Privacy Act of give  serious consideration to the sus-
19’74.  as amended, 5 USC.  552a. which pension or reoocatlon  of licenses or
includes the following requirements: other privileges for any  Inexcusable.
(a) Promulgate a “routine use” for the prolonged or repeated iallure  of a
disclosure; ib) keep an accounting for debtor. to pay such a claim and the
disclosures and make--them  available debtor will be so advised. Any agency
to the debtor; tc) provide the credii making. gumkelng.  insuring. ac-
bureaus with corrections and nota- qufrfng,  or participating in loans will
tions of disagreement by the debtor; give serious consideration to suspend-
and (d) make reasonable efforts to fng or dfsquslffyfng any lender, con-
assure that the information to be re- tractor, broker, borrower or other

Page 3

Title +Acrountr

ported 13 accurate. COmPiete.  timely.
and relevant. Prior to exercising  the
option of reporting dellnquent debts
to commercial  credit bureaus. aRencles
should send a demand letter advlslng
the debtor thst such  reportme will
take  place wlthin  8 specified period of
time unless  the debtor makes Mtfsfac-
tory payment arrangements or demon-
strates some bash on which  the debt Is
legfttmately  dfsputed.
(44  FFt  22702. Apr. 17.  ii3791

0 102.5 Penonal  inkrvicr  ri?h dcb!m.
Agencies wfll  undertake personal tn-

tervlews  wfih their  debtors when this
b feasible. having  regard for the
rmou~ts  in-;o!ved  and the proxtr,:iy
of agency representatives to sttch debt
OR%

r31  i;l(  13381. Oct.  15.  1868.  Recaimated S.
44 FR 22702. Apr. 17.19791

5 102.6 Contsa with debtor’s cnployi~
agcnq.

When s debtor is  employed by the
Federal Government or b a-member  of
the military establbhment or the
Coast Guard, and collection by offset
cannot be accomplished in accordance
with  5 USC.  5514. the empiotig
agency wfll  be contacted for the DW
pose of arranging with  the debtor foi
payment of the indebtedness by allot
ment or otheiTise  in  accordance with
section 206 of Executive Order 11222
of May 8. 1965. 3 CFR. 1965 SUPP.. P.
130 (30 FH 8469).
t31  FR  13381.0~:.  15.1956. Ftedcsknated  at
44 FR  22702, Apr. 17.19791
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choptat  l)-Fedetol  Ciafmr Colktion 5tandordr 5 152.11

debtor  from  doing further business
with It or engaging In programs spon-
sored by It If such a debtor fails to pay
:,S  debts to the Government within a
reasonable tlzie and the debtor will be
co advlsed. The failure of any surety
to honor  its obligations in accordance
with 6 u&C.  11 ls to be rewrted  to__--~
the TressurY  Department at once. No-
tificatbn  that a surety’s certlflcate  of
authv- --n+y to do busirzess  w!th the Fed-
eral Government has been revoked or
forfeited by the Treasury Department
will  be forwarded by that Department
to all interested agencies-
J3J  FR 13331. Oct.  15.  JDOO.  Ftedealgnated  at
44  J?R  2,i%:.  ADr.  17,  19731

4 ~02.3 Liqcidation  of colJaler81.

Agencies holding security or collat-
era! 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
non-judicial  foreclosure should do so
by such procedures if the debtor fails
to pay hfs debt within a reasonable
time dter demand. unless the cost of
disposing of the collateral will  be dls-
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 to requir-
ing payment by a surety or insurance
concern unless such action is expressly
required by ststute  or contract.
I31  FR 13381.  Oct.  15. 1966. Redeslgnatcd  at
44 FTZ  22702, Apr. 17.19793

3 102.9 Collection In ins&l!meAts-
Claims. with interest Ln accordance

%vith  P 102.10 should be collected ln
full in one lump sum whenever this is
possible. However. if the debtor ls fi-
nancially unable to pay the lndebted-
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-
ab!e relation to the size of the debt
and the debtor’s ability to pay. If pas-
61518 the hstaihent p&&men&  should
be sufficient ln size and frequency to
liquidate the Government’s daim in
not more than 3 years.  Installment
Payment.6 of less than $10 pei month

unusual circumstances. An agency
holding an unsecured claim for admin-
lstratlve collection should attemDt  to
obtain an executed confess-judgment
note. comparable to the Department
of J u s t i c e  f o r m  USA-70a.  f r o m  a
debtor when the total amount of the
deferred installments ~111 exceed 3750.
Such notes may be sought when an
unsecured obligation of a lesser
az?rount Is invo!ved. Securfty f o r  d e -
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-fudgmenl. note or to give orher
security, at the nix?ncy’s  option.
131 F’R 13381. Oct. 15.  1866.  Redesignated J!
44 FR 22702. Apr.  17. 19791

0 102.10 Exploraxion  of compromise.

Agencies will  attempt to effect com-
promises (preferably during thr: course
of personal interviews). of ciainzs  of
$20.000 or lw exclusive of interest, in
accordance with the standards set
forth in Part 103 of this ChaDter  in all
cases in which it can be ascertained
that the debtor’s flnandal ability will
not permlt payment of the claim in
full, or in which the lltigative risks or
the costs of litigation dictate such
action
131 FFl 13381. Oct. 15. 1966. RedesignnaLeed  at
44 F’R  22702, Apr. 17.19791
3 102.11 Intereat

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 insWimen~~h~nformlty  with the
Treasury Requirements
Manual. When a debt is paid in lnstall-
men@ the lnstallrnent 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 is pre-
scribed by statute. contract, or regula-
tion. EVejudgment !nterest should not
be demanded or collected on civil pen-
Z&J and forfe!?nro’claix?zs  unlec+  the
statute under which tire  claim arises
authorizes the collection of such inter-
est. See Rodgers v. United States, 332
U.S. 371.

should be accepted ln only the most [44  PR 22702.  Apr. 17.19791
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5 102.12

8 102.12 Analvpiu  of cosls.

Agency collecrion procedures should
Frovide  for periodic comparison of
costs incurred and amounts collected.
Data on costs and CorresFonding  re-
covery rates for debt3 of different
types and in various doiiar ranges
should be used to compare the cost ef-
fectiveness of alternative collection
techniques. establish guldellnes  with
respect to the points  at which  costz  of
further collection efforts are likely to
exceed recoveries. assist ln evaluatinr:
offers in compromise, and establish
minimum debt &noun&  belo%  which
?ollec?ion efforts need not be taken.
Cost and recovery data should also be
usefui  in justifying adequiire  reso;lrces
for an effective collection program.
i14  rFFt  22702,  Apr. 17. 19791

8 102.13 I)ncxmentation  of administrative
collection attion.

All  adminisrrative  collection action
should be documented and the bases
for compromise. or for termination or
suspersion  of collection action. should
be set out in detail. Such documenta-
tion should be retained in the appro-
priate claims file.
131  F’R  13381. Oct. 15.  1966. Redesimated  al
44 F’R  22702. Apr. 17.19793

5 102.14  Automation.

Agencies should automate their debt
collection operations to the extent it is
cost effective and feasible.
L44  FR 22702, Apr. 17. 19791

9 102.15 Prevention of overpaymenta,  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 FT?  22702. Apr. 17.19791

S  102.16 Additional’ administrative collec-
tion action.

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

Page 5

any other admlnlstratlve remedy
which may be avaIlable.
131 FR 13381.  Oct. 15. 1966. Redesignated  91
44 FIX  22702. Apr. 17. 19791

PART 103~STANDARDS  FOR f)4E
COMPROMISE OF CLAIMS

sec.
103.1 scope and appllcatian.
103.2 Xnablllty  to pay.
103.3 Litlgntlve  probabllltia.
103.4 Cost 02 collecting  claim.
103.5 Enforcement poIIcy.
103.6 Joint and several IlabiUty.
193.7  Settle.ment  for a comblna:lon  of rea.

S0.15.
103.8 Further rWic*W  of tompromise oilen.
:03.9  RestrIcttons.

AIJTXORITY: sec. 3. a0 stat. 309: 31 U.S.C.
99*.c-

SCL’RCL:  31 PR  13382.  Oct. 15. 1966. uniew
otherwise noted.

5 103.1 Scope and application.

The standards set forth in this part
apply to the compromise of claims.
Dursuant  to section 3(b) of the Federal
claims Collection Act of 1966. 80 S&t.
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 Denartment  of Justice
for litigation. The Comptroller Gener-
al or his designee may exercise such
rompromise  authority with respect io
cliims referred to the General Ac-
Founting  Office prior to their further
referral for litigation. 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 accozmtabfe  officer, in-
cluding a claim against the payee,
prior to its referral by that Office for
litigation.

3 103.2 Inabilily  to pay. .

A claim may be compromised pursu-
ant to this part if the Governmen?.
cannot colhXt the full amount btX8USe
of (a) the debtor’s inab!lity  to pay the
full amount within a reasonable time.
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or (b) the refusal of the debtor to pay
rhe claim  in full and the Govem-
merit’s  inability to enforce collection
;n full within a rex+cnable  time by en-
forced collection proceedings. fn deter-
mining the debtor’s friability  to pay
the fOliOWtllg  faCtor& among others,
may be considered: Age and health of
the debtor; present and potential
income:  inherltance  prospects; the pas-
sibiiity that assets have been :on-
cealed  or imProPerly  transferred by
the debtor; the availability  of assets or
income which may  be realized upon by
enforced COlkCtlOn  proceedings.  The
agency  will give consideration  to the
app!icable exeml)t!ons  available to the
debtor under State and  Federal lnw  in
determinink the Government’s ztbillty
to enforce coi!ection. Uncertainty as to
the price  which coliateral  or other
property will bring at forced sale may
proper!Y  be cons;dered  in determining
the Government’s ab!llty  to enforce
collection. A compromise effected
under this section should be for an
amount which bears a ressonable  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-
Jromises payable tn  fns+Wknenti  are
;o  be discouraged. However, if pay-
nent of a CornPromise  by installments
s necessary. an agreement for the re-
Ntatement of the prior indebteclnw
ess sums  paid thereon and accelera-
.ion  of the balance dxe upon default
n the payment of any installment
hocld be obtained. together with se-
:urity  in the marme;  set forth in
102.8 of this  chapter, ln every caSe in
which this ls  possible. If the agency’s
iles do not contain reasonably up-to-
late credit inforrr.ation  8s a basis for
ssessing  a compromise proposal such
nformation  may be obtained from the
ndividual debtor by obtaining a state-
lent executed under penalty of perfu-
y showing the debtor’s assets  and II-
billties,  income and expense. F’orms

such ss 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.

g 133.3 Lttip3ti~e  j3robebitkirr.
A claim  may be compromlscd  purse-

ant to thls part !f there ls  a rea!  doubl
concerning the Govermment’s  abllky
to prove its  case In cocri fcr  thr idi
amount claimed e!ther because of the
legal issues lnvolved or a boxa fide Jis-
pute as to the facts. The amount er-
cepted In compromlse  In such  cues
should fair!y re.fkct  the prcbnb!!!ty  of
prevailing on the legal questton  in-
volved, the probabilities  with respect
to full or partial recovery  of a judg-
ment having due regard  to the avail-
ability of wltneszea ax! other ddcn-
tlary sup~ori f;r t h e  Govz:zzent
c!nim.  and relatrti  pragmatic  con.s!der-
atlons.  Proportion.-te weight shnuld  be
given  to the probable amour: of court
cosis  which Irma,.  be ~~5;irssed  ai;%insi
the G0remmer.t  if it is  unsuccessfu:  in
litigation. having regard for the litiga-
tive risks involved. Cf. 28 USC.  2412.
as amended by Pub. I.  89-507.  Es  Stat.
308.

9 103.4 &St  of collecting claim.
A claim may be compromised pursu-

ant to this  part if the COSL  of collecting
the claim does not justify the enfcxced
collection of the full amount. The
amount accepted in compromise in
such cases may reflect an appropriate
discount for the administrative and li-
tigative costs of collection having
regard for the time  ivh!ch  !t ~f!l t&e
to effect collection. Cost of co1kctir.g
may be a substantfal  factor in the set-
tlernent of sma!l  claims. The cos: of
collecting claims normally wil!  not
carry great weight in the settlement of
large claims.

9 103.5 Eaforccment  polity.
Statutory per.alties,  forfeitures, or

debts established 8s an aid  to enforce-
ment and to compel compliance may
be compromised pursuant to this part
ii the agency’s enforcement policy in
terms of deterrence and securing com-
pllance.  both present and futrrre, will
be adequately served by acceptance of
the sum to be agreed upon. Mere acci-
dental or technIcal  violations may be
deaIt with  less severely than willful
and substantial violations.
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f !03.6  Joint and  %rveral  tiabili;.y. PART 104-STANDARDS  F O R  SW-
PENDING OR fER#INATlNG  CCL-
LECTION  ACTION

When two or more debtors are jolnt-
!y and scvei&l!;-  liable ccllectfon act!on
Mli  not be withheld against one such
da&or  ii~tli  the othei  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 !iquidate the indebtedness M quick-
iy  as possible.  Care should be taken
that  compromise with one such debtor
does not reieaze the agency’s claim
against the remaining debtors. The
amount sf a compromise with one
such debtor shall not be considered a
precedent or u moraily bindmg  In de-
termi;;ing  the amount which will be
required irom other debtors jointiy
and severaiiy  iiabie on the ciaim.

Sec .
104.1 Scope and P~D~fCJltttXl.
104.2 Suspension of collectton  net!vlty.
104.3 Termfnatlon  of collectton  activity.
104.4 Trarmfer  of &alms.

Aumonrrr:  Sec. 3. 80 Stat.  309; 31 U.8.C.
952.

SouRn.  31 FR  13383. Oct. 15. ISBS.  uilem
olhemtse  r:oted.

f llI3.i Settiemcnt  for B combination of
reasons.

3 104.1 Scope and appl ica t ion .
The standards set forth In this part

apply to the suspension  or termination
of collection acton  pursuant to sec-
tion .7(b) of the Federal Ciaims  Coiiec-
tion ;\ct  of 1966. 80 Stat. 309. on
claims which do not exceed S26,OOO  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 Justfoe
for litigation. The Comptroller Gcner-
al or his designee  may exercise  such
authority with respect to claims re-
ferred to the General Accounting
Office prior to their further referral
for litigation.

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

9 103.8 Further review of compromise
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 Department
of Justice may act upon such an offer
or return it to the agency with instruc-
tions or a.dvice.

3 103.9 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 consideratinn
should be given to requiring a waiver
of the tax-loss-carry-forward and tax-
loss-carry-back rights of the debtor.

Page 7

title 4-Accouflt~

9 104.2 Suspens ion  of  rollection  ac t iv i ty .
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 rea!ized
thereon. The following.sources may be
of a&dame  in locating missing debt-
ors: Telephone directories: c!ty direc-
tories; postmasters; drivers’ license rec-
ords: automobile title and license rec-
ords: state and local govermzental
agencies: district directors of Internal
Revenue: other Federal agencies; e-m-
ulows. reiatives, friends; credit
agency sktp locate reports: and credit
bureaus. Suspension  85 to a particular
debtor should not defer the early liq-
uidation of security for the debt.
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chapter  II-Federal  Cloiml  Cofktion S)andwds Part  10

Every reasonable effort shcu!d  be
made to locate missing debtors suffi-
ciently in advance of the bar of the ap-
:,liF.able  statute of !imitations. such Ui

1-505. 80 Stat. 304. to perm!t
t ftling  of suit lf such action.
.ed. If the missing debtor has
:onfess-judgment note and is
,, referral of the note for the
judgment should not be de-
:ause  of his missing status.
I actlon may be suspended
ily on a claim when the
#ns no substantial equity in
d is unable to make payments
-0ver2ment’s  c!3im  or effect 3
he  thereof at the time but
*e  prospects justify retenticns
laim for periodic review and
Id (8) the applicable statute of
z-s has beer,  toiled  or started
anew or (b) future collection
effected by offset notwith-

: the statute of limitations.
3383. Oct. 15. 1966. as  mended  at
70% Apr. 17. 19791

Terminat ion of  col lect ion act iv i ty .
lead of an agency or his  desig-
.y terminate collection aczctivity
nsider  the agency’s file on the
closed under the following

Xl.5:
nubility to collect any subatan-
rounL  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-
available  to the Gove.-nment,  the
a’s  future financial prospects,
he exemptions available to the
r under State and Federal law. In
nining  the deb?or’s  inability to
t h e  foIlowing  f a c t o r s .  a m o n g
s, may be considered: Age and
n of the debtor; present and po-
LI income: inheritance prospects:
Bossibility  that assets have been
:aled or improperly transferred
e debtor; the avaiiability  of assets
zome which may be realized upon
Iforced collection proceedings.
Inability to locate debtor. Collec-
action may be terminated on a

i when the debtor cannot be lo-
1.  there is no security remaining
. L liquidated, the applicable statute

of i!mf%:!ons k;as  riin. and the pros-
pects of collec:ing  by offset norwith-
standing rhe bar of the stotule  of li.mi-
tations  is  too  remote to jzstlfy  reten-
?!on of the c!3im.

(:I Cod wiil  esceed  recovefzi.  Coilec-
tion action may be Lermkated  on 3
claim when it is like!y that the cost of
further colec:ion  action wifl exceed
the amoanc  recoverable thereby.

(d) CZaim  1egcZZy  tcitholct  merit. Cd-
lection  action should be terminated on
3 claim  whenever it :s determined that
tk.  chlm  1s  legal!;- iA:boat  mer!t.eh

(e) Claim cannot  be substantiated bu
euidence.  Co!lrrt.ion  act.!on  should  b e
terrnir.zt,oS  Z!XT;  It !s  deterrrlned  ihZ
the evidence  Pccesary  to prose :he
claim  cannot bc prcduced  or the neces-
sary wltnessps  are :mavailablP  and ef-
forts to induce Foiur.tary  payment are
unavai:lng.

Q 104.4 Trzxtsfer  of ciaims.
When  an agency has doubt as to

whether collection action should ‘be
suspended or terminated on a clafm  it
may refer the claim to the General Ac-
counting Office for advice. When a sig-
n!ficant 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 susper?sion  or revocation
cf a I!cense  or the Frivi:ege of particf-
pating  in a Government sponsored
program an agency may refer such a
claim far lltigation even though term!-
natlon  of collection activity might oth-
e?-%e  be given eanzideration  under
0 ZO4.3  (a! or Cc). Claims on which an
‘agency holds a jcdgmen:  by assign-
ment or otherwise will be referred to
the Department of Justice for further
action rf renewal of the judgment lien
or enforced collection proceedings are
justified under the criteria discussed
in this  part, unless  the agency con-
cerned hss  statutory authority for
handling its  own litigation.

PAR? lQf-REFE!!RA:S  10  GAS  Ot
FOR LITIGATIOM

sec.
105.1 Rompt referral.
105.1 Current ad&w of debtor.
105.3 crt!&t  data

J
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see.
105.4 Report of prior collection actiCn6.
1 0 5 . 5 Prescrvatton  of cvldence.
1 0 5 . 6 Mlnrmum  amount  of referrals to  the

Department of .%st!ce.
105.7 Referrals to  GAO.

Au-moxnx Sec. 3, 60 Stat.  309; 3i U.S.C.
951.

soczct: 3 1 I% 13384. act. 15. 1966. uzlfsa
otherwise noted

$3 105.1 Prompt rer28Td.

Claims  on which collection action
hns been taken in accordance with
Part  102 of this chaster  z%  wklch
cannot  be comprom&d.  o r  on  which
ccllecifon  ;rctfon  cannot be suspenikd
-3r terminated, i i i  acmrdante afth
Farts  163  and iOQ of this chapter. wi!i
be referred !o tile  General AcWunting
CZficz  5 accordance with R.S. 238, as
amended. 31 U.S.C. 71. or to the De-
ixriment of Justice. if the agency CD
cemed  hs beer. granted an except on
Irom  reierrals  to the Genera! Account-
ing Office. Such riferrak  should be
made as early as possible consister.t
with aggressive agency collection
action snd the observance  of the regu-
1a:ions  contained !n this chapter and
in any event well within the time lim-
ited  for bringing a timely suit against
the debtor.

5 105.2 Current address of debtor.

Referrals to  the General Accountixx
Office, and to the Department of Jazs-
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
rn?y be made. Reaso.?abls  and nppro-
prikLL2 SteFS  will be taken to lOc3t2
missing parties in all cases. Referrals
to the General Accounting Office. and
referral  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  hr! accompanied bg a listing of the
prior known addresses of such a party
arrd  a sta:cmc.n.t  of the  steps taken  to
!otatc him.

0 105.3 Cr2Uit  data - --
ta) Claims referred to the General

Accounting Office, and to the Depart
ment of Justice for litigation. will be
accompanied by reasonably current

?it!s  dAreoun!r

credit data indlcatlng  ihst there  b a
reasonabIc  prospect of cfiect!r.g en-
forced collections from the debtor.
having  due regard for the exemytiors
avaiiable to the debtor cnder  State
and P&erai :aw  and the ~**4*~~1  reme-,....  “I.._
dfes avallabie to the Government.

(b)  Such credit data may take the
form of (1) a commercial crcd!?  repct,
(2) an agency investigative rezort
shcwfng  the debtor’s n-et3  and liab!l-
lties  and his income md experses. (3)
the indiv!dual debtor’s own f!nsnciti
statement executed under pcnaity of
perjury reflecting his 8532ta  and lfsbli-
tties  and h!s  income and expezses. or
:4)  an audited ShlRnce  sheet o; a c&r-
porate debtor.

(cl Such credit dnta .may  Y-9 smK%~!
if (1) a surety bond is avzi:abL ‘n  ;n
amoUsit  Siii3CfCIit io  ;3t’SZy  t.k.E  C13i-ZI
fn full. (2) tke  forced sale v&zc of thz
security available for applkat!on  t?>
t h e  Goverriment’s ckir?.  b su:.!ic:snt
to satisfy its claim in lull,  ;3) th2 z-e-
ierring  ager.cy  wishes to liuuiciaie  Ican
collateral through judicial  ioreciosura
but does not desire a deficiexy  lx&-
ment. (4) the debtor % 4n h~!krwtcy
or receivership. or (5;  the debtor’s !!a-
bility to the Government ir;  fully COY-
ereci by insurance, in which  case the
agency will furnish such information
as it can develop concerning the Idcz-
tity and address of the insurer PLJ  the
type and amount of Liirancc  cc:‘:-?
age.

3 105.4 Report  of pPior  co%xtion  rc!ionr

A checklist or brief summary of the
actfons  previously taken to collec?.  or
compromise a cla!m  =I11 5e forwzrded
x-ith the claim  upon its refeiiai  to  the
General Accounting Office or to the
Dcpartm&nt  of Justice. If any of the
administrative collectlor,  actions enu-
merated in Part 102 of this chapter
have been omitted.  the reason for
thelr omfssion  will  be given with the
ieierral. T h e  G e n e r a l  Accountin?
Office and the Departmen.  vI  yw. “C r-t**

may return or reta!n  claims at their
option when there is  !nsufflclont just:-
flcation fur t h e  o m i s s i o n  aI’ o n e  o r
more of the admLn&trative  colfectio;;
actions enumerated in Part 102 of this
chapter.
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Chapter 51-Federal  Ciaimr Collection Standards 9 lCS.7

p )05.5  Yrercrvation  of evidence.
Care will  be taken to preserve all

:iles.  records and exhibits on c:aims  re-
ferred or LO be referred LO the General
Accounting Office. or to the Depart-
ment Of Justice for litigation.

g 105.6  Minimum amount of referrala to
the Deparkmcnt of haike.

Agencies wfll  not refer claims of less
than 5600. exclusive of Interest for Ml-
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-

ernment can effectively enforce pay-
ment having due regard Lo the exeinp-
tfons  available to the debtor under
State or Federal Law and :he judicial
remedies available to the Government.
r42m 38391,Aug.  1.19771

0 305.7 Referrals to GAO.
Referrals of cIafms  to the General

Accounting Office ~‘111  be in accord-
ance with insLiUCtiOM, including man-
etary limitations. contained in the
General Accounting Office Policy and
Procedures h&nual  for the Gl;!dancc
of Federal Agencies.


