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4-50- 00 SUMMARY

The provisions of this part inplenment for the Departnent and
its principal operating conponents the Federal Cains
Col l ection Standards issued by the General Accounting Cffice
and the Departnent of Justice. Wether a debt exists is
generally a program guestion t0 be determined under the | aw
and policy applicable to the activity under which the debt
arises. Tne procedures govern the way the Departnent collects
a debt; how the bpenartment compromises, suspends Or terminates
debt collection of $20,000 or less (exclusive of interest)
under witten delegations of authority from the Secretary;

and how a defaulted debt claim and an uncollectible claim

over $20,000 are referred to GAO and the Departnent of
Justice for litigation. The instructions below apply unless

otherw se specified iN a statute, regulations, contract or

agreenment. Advice on how tc implement the Act and these
provisions is available from the Departnment Cains Oficer
and del egates (see 4-70-130).
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4-70-10 WHAT DEBTS ARE COVERED

The procedures apply to a debt owing to the Governnent

through this Department and its principal operating conmponents
in the form of money or property. The debtor nay be an

i ndividual or corporation or another GCovernnent entity. The
debt is one which remains due after exhausting all renedies
available to the Government for collection, settlement or

wai ver under the specific Statutes or regul’atlons appl i cabl e
to the prograns in which the deb= arises.

4~70-20 WHAT DEBT CLAIMS ARE NOT CCVERED: EXHAUSTION
- REQUIREMENT

A The following types of debt claims are not covered
by these prccedures:

L. A claimarising from an exception made by the
GAO in the account of an accountable officer,
including a claim against the payee ?GAO wi ll
provi de guidance in such cases). Only the Conptroller
General or his designee may conpromse such claim.

2. A ¢laim related to fraud, afalse claim_ ms- |
representation, or crimnal activity. The claim
should be referred pronptly to the Ofice of the
I nspector General, which may refer it to the
Crimnal Division of the Departnent of Justice.
The Departnent of Justice wll return the claim
for collection, suspension or termnation under
this chapter if it determnes that crimnal action
IS not warranted.

B. As a general rule, these standards should not be used
until ail statutory and other admnistrative procedures
applicable to a particular debt are exhausted. For
exanpl e:

1. Claims under the Federal Medical Care Recovery
Act (42 U.S.C. 2651-2653; 28 CFR 43).

2. Claims under the Waiver of Overpaynent of Pay
Act (5 U S.C 5584; 4 CFR 91-93; 5 U. S.C. 5514;
HHS Personnel Manual Instructions 530-8 and 550-
9).



HHS Chapter 4-70 Page 3
CGeneral Administration Manual
HHs Transmittal 81.01 (2/6/81)

3. Cains under the various statutes authorizing
student |oans and schol arships.

4. Cains involvad in cases pending bzfore the
Contract Appeals Board or Gants Appeals Board
(see 45 CFR 16). However, nothing precludes
negotiation and settlement under these standards
of clains pending before the Boards.

4-70-30 HOW DEBTS ARl SE

A debt is any property or noney owed to the Departnent. A
debt arises when a persocn Or organization such as a Departmental
empl oyee, a verson with a student loan or fellowship, =&
grantee or party to 3 cooperative agreement (both referred
to here as "assistees"), Oor a contractor, recelves something
h

of value from the Departnment and fails to fulfill the resulting
obligation to the pepartment. Exanples are: an employes
who obtalns travei allowance nmoney and is nrt entitled toO

it, or dcesn't use it as authorized, or has some left over;
an employ2e who is erroneously overpaid and knows cr should
know that it is a mstake and has exhausted admnistrative
remedies trying to obtain a waiver of the debt: an assistee
which inproperly obtains funds from nore than one agency to
perform identical research; an assistee which uses funds for
purposes not allowed under the grant or cooperative agreenent:
an assistee which defaults in performng the research or
other project f£or which it received assistance; and a con-
tractor swhich fails tc Perform the services or suppiy materials
according to specifications in the contract.  Cenerally, the
debt is disputed by the debtor, and there may be other
procedures which nust be conpleted before collection action
can be initiated (see 4-70-20).

4-79-40 PREVENT DEBT COLLECTI ON PROBLEMS

A. Each principal operating conponent should prevent col-
lection problems. For exanple, to the extent feasible,
before approving an initial application or renewing a
contract, grant “or agreenent, the principal operating
component should make sure the applicable regulations
are follcwed; investigate the integrity and respcn-
sibility of the assistee or contractor; investigate the
current financial soundness of the recipient; find out
whether the recipient owes noney to the Covernment (by
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tificaticn where appropriate); check whether the
irient is in default on payment c¢r performance; ap.a
require prospective awardees to disclose Whether any
present officers of the corporation were ever emplioyed
or connected in an official capacity with a corporation
which defaulted on a debt to the Covernnent.

Lo

Each principal operating conponent may request that
each prospective assistee or contractor furnish with
its submssion its employer identification number, tha
name of each corporate officer, his/her social security
nunber, hone and office addresses, as well as the nane,
current address, and social security nunber of each

of ficer authorized to accept: service of process involving
any legal action against the corporation. Eowever, the
srincipal operating component must by 1zw advise the

to accomplish the purposes of the Federal Clazms Coll ect
Ac= and that furnishing this informatizn 1S voluntary
(5 U S C 552a(e); »z, 93-579 s§7:.

applicant that this information is relevant and necesszry
io

C. zach principal operating conponent shall pronptly
rotify the Departmental Federal Assistance Financing
Branch (of DFAFS) or other appropriate payments or
finance office, when it learns of default, change of
owner ship, bankruptcy of the debtor, or has other
reason to believe continued payments to the debtor
would be contrary to good judsment.

D. The principal operating component, its finance office
or DrFarFs should comence imediate collacticn action as
outlined below. A debt owed by an employze, contractor
or grantzee shouid be reported to all offices and agencies
which MYy be able to set off the debt agzainst funds due
to the debtor. If all reasonable efforts to collect or
resolve the debt are not successful, referral to the
Cains Collection Oficer should not be delayed.

d- 70- 50 DESI GNATE A craimMs COLLECTI ON OFFI CER

The head of each principal operating conponent should
designate an officer to be resvonsible for the admnis-
trative collection of debts (the Cains Coiiection Oficer
{cco)j. The cco shall take pronpt and aggressive action tc
collect all debts.

n
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A.

70~

530 HOW 10 COLLECT DEBTS

Do not delay collection sficrts since delay cften
reduces the |ikelihood of collection. ~ Col lection
'croc:,dures shoul d not be overl aded with unnecessary

-
nternal clearance ©r réeviow reguiramants.

for parment zc the debtor

Seni the fl rst reques s+
r how nuch i's owed the Government, and

e
telling =hz detto
the J.CllOnflng

L. The pasis ror the indebtedness , 2nd +the rules
that applv.

Z. That payment is due within 30 davs from the
cate of the initial raguest for cavment. Thirty
days notice generally is a reascnakle time. A
principal operating component may detesnine,
however, that particuilar circumstances warrant
earlier or later pawvment.

at interest charges wili be adced starting en
specified date ich is gienerally within 30 days
O

(R

rn the date of the initial reguest for payment
= G below for pezcent of interest).

Send no nore than three progressively stronger demand
letters, unless circunstances indicate this is useless
(for exanple, where the debtor explicitly refuses to
nay, or clearly cannct pay) and altesrnative remedies
wculd better protect the Goverament's Interest.

Demand letters should be sent by certified mail,

return receipt requested, A prempt response shoul d be
made tc any communication from the debtor. Alternative
remedies Lnciude promot*v filing suit in the case O an
immnent statutory bar (2g uv.s.C. 2413); attaching
property in case of inmnent depart ure of debtor or
renoval of assets or dicsolution Of corvsoracicn; ana
filing a claim in bankruptcy. If alternative renedies
are contenplated, contact your servicing division of
the Office of General Counsel or the Department Cains

Oficer.

-
ol

Whncre feasible, the CI0 will offset a debc against pay
Or ccmpen sation due the debtor from the same principal

h Gover nnent .

operating conponent or elsewhere
can be nmde are:

om
in
Exanpl es of funds against which offs
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1. Current pay of an enpl oyee (with resP_ect to travel
expenses, overpaynent of pay or benefits).

2. Continuing entitlements to the same benefits
originally overpaid.

3, Civil service retirenent annuities or contribu-
tions.

4, Lump sum | eave payments, Severance pay of Federal
emplcyees.

5. Amounts due indebted contractors and judgnments
obtained against the United Stzates.

6. G ant paynents.

E. if the principal operating conponent holds security or

col lateral, the CCO has several options:

1, Where there is a surety or insurance conpany, the
CC0O should demand payment from that conpany unless
sale of collateral iS expressly required 'by
statute or contract.

2. The ¢cco may also sell the collateral and apply it
to the debt as provided in the security instrunment
unless the cost of sale is excessive conpared to
the value of the collateral or special circunstances
require judicial foreclosure.

3. Proceeds remaining after payment of the debt
and the costs of collection nust be paid over to
t he debtor.

F. |f a debtor cannot pay the debt in a single paynent,
the CCO may negotiate installnment payments.

1. The ¢cO should obtain satisfactory evidence of
the debtors inability to pay in a single paynent.
The agreement for installment payments should
provide for repaynent within the shortest period
possible, generally not to exceed three years. Al
installment payment plans should include interest.
If the payment plan exceeds six nonths, every
effort should be made to reduce the agreement to
witing signed by the debtor and obtain security.
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2, Use an automated billing system for all paynment
pl ans where feasible.

3. Apply installnent payments first to accrued
interest and then to principal. Wen an instali-
ment payment is past due, the entire debt should
becone due and payable, with interest.

G. Repayment agreenments should stipulate interest for
| ate paynents.
1. If a debt is to be paid in one rump sum, a late
charge should be assessed at the current prevaiiing

rate prescribed in Part 5 of the Treasury Fisca
Requi renents Manual .

>

2. niabilixy for interest or a |ate zharge ccamen
when the debtor is in default on paynent. Gen
this is 30 days from the initial request for
paynent unless the debtor makes satisfactory
arrangenents to pay by the due date. I'f the
debtor disputes the validity of the debt, the
interest or late charge should be assessed pending
resolution of the dispute. |f the debtor was
correct, appropriate adjustment shouid be made.

by K

o]
erail-

3. If a debt is paid in installments, the interest
rate should be the rate published in the Treasury
Department's nonthly "Schedule of Certified Interest
Pates with Range of Maturities."”

4-70-790 HOW TO CCMPROMISE CLAIMS

A If the cco finds that collection in full is unlikely,
the ccoshould try to settle the case. (ainms may be
conpr om sed:

L Wwhen there is a bona fide dispute as to the facts
or the |aw. The anount accepted in conprom se
should fairly reflect the probability of fuli or
partial recovery in the event of litigation based
upon expected testinmony of wtnesses, the adequacy
of evidence supporting the Governnent's claim and

cther practical ccnsideraticns.
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9

2. When the cost offurther collection efforts
or litigation is likely to exceed *“he dirffzresnce
between ‘the proposed ccmpromise anount and the
full amount of the claim This critericn carriers
greater weight when snall clains are involved.

3. When the debtor cannot pay the full anount
within a reasonable tine. In determning the
debtor's inability to pay, the foliow ng factors,
among others, nmay be considered:

a. Age and health of debtor.
b. Present and potential incone.

inheritance prospects.

Q2

d. Possibility that assets have been conceal ed
or inproperly transferred by the genhtor.

e. Avai l ability of assets or incone. If zhe
cco's file does not contain reasonably up-to-
date credit information as a basis for
evaluating a conprom se proposal, the CCC
should try to obtain credit information from
such sources as credit bureaus, a verified
statement from the individual debtor and in
the case of a corporate debtor, balance
sheets and profit and |oss statenents.

Di scourage installment paynments of a conpromised amount.
If installnent paymernt iS necessary based on reasonably
current credit 1nformation, the c¢co should enter into a
conprom se agreenent which should provide that on
defauit the full amount of the debt, |ess payments

made, shall becone due and payable with interest.

(btain security where possible.

Wiere there is joint and several liability for a debt,
the cco shall collect the debt as quickly as possible
without allocating the burden as between debtors. A
conpromse wth one debtor shall neither release the
remaining debtors, nor determine the anobunt required
f+oowthe cther debtors jointiy and severally liable On
the claim
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4-70-8 EOW TC BUSPEND COLLECTION ACTION

A. In the event that the Whereabouts of the debtor or
the debtor's assets are unknown, the CCO may need to
suspend collection action. Diligent efforts should be

pursued to locate the missing debtor. The following
sources should be utilized: ~ telephone directories,
city directoriec, postmasters, drivers license records,

autonobile title and license records, state and local
government agencies, District Directors of [Internal
Revenue, Social Security Administration, other Federai
agencies, emplovees, relative, friends, and credit

agency skip locator reports.

B. Ve CC0 shnuald make sure all efforts listed above to
collect or conmpromise a debt have been exhausted.
Cnllection astion may e suspended temporarily where
the future zrospzcts cf the debtor to repay look gocd

r where fuiura offset is possibla. Wherever feasible,
the CCO should obtain wrikten acknowledgement of the

dept, & partial payment, or & judgmen: to forestall
application of the statute of limitations which is
generally six. vears. The CCO should develop a system
tobe sure that suspended Claims will always be Treviewed

periodically.
d-70-90 HOW TC END COLLECTION ACTION

The official who has witten delegation of authority to do
so may terminate collection action on claims of $20,000 or

less when it becones clear that one or nore of the follow ng
circumstances is present:

A. The Governnent, cannot collect an%/ sitgnificant sum
from the debtor and will not in the future be able to
collect from the debtor, taking into account the judicial
renedies available, the debtor’s present and future
prospects, the debtor's exenptions wunder State and
Federal law, the age and health of the debtor, inheritance
prospects present and potential income and possibly
concealed or illegally transferred assets.

B. The debt is discharged in bankruptey.
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F.

G.

A

C.

The debtor has died. Aan effort should be made to
ascertain whether the decedent left an estate, through
inquiries to relatives, representatives, or clerks of
probate courts. Debts should not be reported, regardless
of amount, when positive evidence shows the decedent

left no estate. If decedent left an estate GAO wll

file the formal proof of claim (See 70.1, GAO Claims
Manual for details on how to report to GAQ)

The corporate debtor has been dissglved and there are
no corporate assets or security and the whereabouts of
the officers and directors are unknown.

The debt is barred by the statues of limtations

(28 U.S.C. 2415, 2418) and there nas been NO partial
payment or witten acknowledgenent of +he debt and no
prospect for collecting by offset.

The cost of collecting will exceed recovery.

The claimis legally without nerit ox cannot be sub-
stantiated by evidence.

4-70-100 HOW TO RerER CLAI M5 TO THE GENERAL ACCOUNTI NG

OFFICE OR TO THE DEPARTMENT Or JUSTICE

The CcCcO shall refer a debt cliaim wkich is potentially
collectible through legal action and which cannot be
either collected after aggressive collection efforts,
tenporarily suspended, or termnated to the General
Accounting” Office or to the Department of Justice. The
claim nust be referred pronptly. Generally no later
than four nmonths from the past due date.  The CCO will
clear such referral with the Division of the Ofice of
the General ccunsel serving that principal operating
conponent .

Wwhen you refer claims to GAO GAO requires certain
specific information, set forth in Exhibit 4-70-A

The GCeneral Accounting Ofice does not accept a
referred claim for less than $600 exclusive of interest
unless a significant policy is involved or the debtor
clearly has ability to pay ané no reasonable basis for
refusing to pay.
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D. The cco shall preserve all records on the referred
claimuntil the case is closed.

4-70-110 DELEGATI ON OF AUTHORI TY REQUI RED UNDER THE
FEDERAL CLAIMS COLLECTION ACT

orly one who has written delegated authority (ses §120 and

§13G6) may approve a conprom se, suspension, or termnation

of a claimand then only if the claim is $20, 000 or |ess.

Resolution of clains over $20,000 requires the concurrence
¢i CAO.

4-70-120 DELEGATION OF AUTHORITY BY THE SECRETARY UNDER
THE FEDERAL CLAIMS COLLECTION &CT

The Secret ary has dsizgated to the Depariment llaims
Officer, who IS the Assistant General Counsel, Business
and Administrative Law Division, the auchority o
perform the duties and exercise the authoritv vested in
the Secretary by the Federal Clainms Ccliection Act of
1965, 31 U S.C. ¢51~-953, as anmended, to collect clains
in any anount; to conpromnise, suspend or termnate

collection action in clains of $20,000 or |ess, exclusive

of interest; and to issue rules and procedures for
investigating, reporting and otherwi se handling clains
throughout the Department. (31 FR 16375, 12/14/66).
The Departnment Claims Oficer has redelegated this
authority. As explained under B and C fhere is a

concurrent deleﬁation of such authority £frcm the Secretazry

to two principal operating conponents.

B. The Secretary has delegated to the Conm ssioner of
Social Security the authority vested in the Secretary
under the Federzl (ains Collection ACt insofar as such

aut horit relates to the mssion of the Social Adm nistra-

tion (33 FR 5536, 5843, 4/16/63).

[}

The Secretary has delegated to the administratecr of
Health Care Financing Admnistration the authority

vested in the Secretary under the Federal Cains Col-
| ection Act insofar as such authority relates to the
m ssi on of +he Health Care Financi ng Administraticn (42
FR 57352, 11/2/77: 42 CFR 405.374).
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4-7C~-120 FURTHER DELEGATICN CF AUTHORITY BY THE DEPARTMINT
CLAIMS QOFFICER

The authority of the Departnent Clains Cfficer is delegated
to the following officials within the scope identified:

A. The Deputy Assistant General Counsel, Business and
Administrative Law Division, Office of the General
Counsel  (Departnent-w de).

B. The Chief, unitigation and Cains Branch, Business and
Administrative Law pivisicn, Ofice cf ‘the General
Counsel (Department-w de).

C. The Regional Attorne?/s (Regi on-wi de) except for clains
relating tc Titles an” xviir of the Social Security

gninistration and the Public Health Service.

1)

The Az siscarct Secretary for Health, insefar as sucn
zuthority relates to the  m ssion ofthe Public Health
Servi ce.
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Appen

dix

A - INSTRUCTIONS FOR REFORT

Adm ni stration Mnual

v UNCOLLECTIBLE LCEBT

A,

TIN
CLAIMS TO GAC AMD THE DIP

b TR ITATM OTTIRTM T,
ARTMENT QOF JUSTICE

Contents cf Admnistrative Reports

1.

Where Administrative Reports Should be Sent to GAC

The debtor' s fall name and curren: address. |f
unknown, prior known addresses and a statenment ¢f
the steps taken to locate the deb:or.
The debtor' s identifying nunmber, if known.

The debtor’s date of birth and sccial security
number, if known. For business firms, the employer's
identification number wihich corresponds to ths

social securityv number ¢f an individual, zaall be

shoewn if olktainable.

ALl evidence recessary to support Ll gsovernment's
claim: & complete statement pI relevant facts ;

including the "date the debt first sccrusa, th

date of partiai paynents, copies of correspongence

whi ch m ght acknow edge thesdebt, in crder to

determne whether the statute of iimitatio-

applies 128 U S.C. 2415); computations expl ai ni ng

how the anmount owed was arrived at; citations toO
applicable laws and regulations; copies of correspondence
I n which the gebter has question& his liability

and copies of the CGovernment's responses.

L£ the debtor is currently emplcyed by the Govern-
ment Or serving in the uniformed services, ghow
the actions taken to reccver the amcunt through
the agency in which the debtor iS employed Or
serving and the results.

A summary of actions taken ts collect or com
prom se <the indebtedness.

Rezsonably current credit information cbtained
within the last six nonths.

Reports Of administratively uncollectible debts shall
be mailed to 'the following address: Caims Division,
U S. General Accounting Ofice, Washington, D.C. 20548
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C. Wiere Administrative Reports Should be Sent to Depart-
ment of Justice

Wien authorized to send reports of administratively
uncol lectible debts to the Department of Justice, they
nust be sent by the appropriate Office of the General
Counsel to the Conmercial Litigation Branch, Safeway
Building, 521 12th Street, ~.wW., Washington, 3.C



