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4-50-00 SUMXARY

The protrisions  of this part implement for the Department and
its principal operating components the Federal Claims
Collection Standards issued by the General Accounting Office
and the Department of Justice. Whether a debt exists is
generally a srograzm  question  to be dete&rmined  under the law
and policy applicable  to the activity under which the debt
arises. Tne procedures govern the day the Department collects
a debt; how the Dcr,artment  compromises,  suspends  or term.%nates
debt collection of $20,000 or less (exclusive of interest)
under written 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 Department of
Justice for litigation. The instructions below apply unless
otherwise s~ccified  in a statute, regulations,  contract or
agreement. Adxrice on how tc implement  the Act and these
provisions is available from the Department Claims Officer
and delegates (see 4-70-130).

-

-
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4-70-10 WHAT DEBTS A,RE CO'I;E,REG

The procedures apply to a debt owing to the Government
through this Department and its principal operating components
in the form of money or property. The debtor may be an
individual or corporation or another Government entity. The
debt is one which remains due aFter exhaus%ing  all remedies
available to the Government for coilection,  settlement or
waiver under the specific statutes or regulations applicable
to the programs in which tha debt arises.

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

1. A claim arising from an exzeprion  made by the
GAO in the account of an accountable officer,
including a claim against the payee (GAO will
provide guidance in such cases). Only t1ie Comptroller
General or his designee may compromise such claim.

2. A claki  related to fraud, a false claim, mis-
representation, or criminal activity. The claim
should be referred promptly to the Office of the
inspector General, which may refer it to the
Criminal Division of the Department of Zustice.
The Department of Justice will return the claim
for collection, suspension or termination under
this chapter if it determines that criminal action
is not warranted.

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

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

2. Claims under the Waiver of Overpayment of Pay
Act (5 U.S.C. 5584;  4 CFH 91-93;  5 U.S.C. 5514;
HHS Personnel  iGnu& Instrsctions  550-S and 55Q-
9) -

c’



HHS Chapter 4-70
General Administration i4anual
HHS Transmittal 81.01 i2/6/81j

Page 3

-3
3. Claims under the various statutes authorizing

student loans and scholarships.
1
9. Claims involved  in cases pending btfore  the

Contract Appeals Board or Grants Appeals Board
(see 45 CFR 16). However, nothing precludes
negotiation and settlement under these standards
of claims pending before the Boards.

d-70-30 HOiu'  DEBTS ARISE

A debt is any property  or money owed to the Department. A
debt arises when a pe,-son or organization such as a Departmental
employee, a person  \jith a student loan or fellowship, a
grantee or part\*  to 3 cooperative agreement (both referred
to here as “a-..-3.,istees"  ) f or a contractor, receives sozethinc:
of valu,z from the Department and fails to fulfill the resultins
obligation to the Dezar'Uzent. Examples are: an employee
wj-,o Gbtrl::s trave i allo'w'ance  money and is nrt wtitled to
it, or dcesil't use it as authorized, or has some left over;
an employee who is erroneously overpaid and knows cr should
know that it is a mistake and has exhausted administrative
remedies trying to obtain a waiver of the debt: an assistee
which improperly obtains funds from more than one agency to
perform identical research; an assistee which uses funds for
p'urposes  not allo?;ed  under the grant or cooperative agreement:
an assistee which defaults in performing the research or
other project fQr which it received assistance; and a con-
tractor which fails tc Perform the services or suppiy materials
according to specifications in the contract. Generally, the
debt is disputed by the deb%or, and there may be other
procedures which must be completed before collection action
can be initiated (see 4-70-20).

4-70-40 2EcEVENT DEBT COLLECTION PROBLEMS

A. Each principal operating component should prevent  col-
lection problems. For example, to the extent feasible,
before approving  an initial application or renewing a
contract, grant or agreement, the principal operating
comr>onent  should make sure the applicable regulations
are folfcwed; investigate the integrity and respcn-
sibility of the assistee or contractor; investigate the
current financial soundness of the recipient;  find out
whether the reci?icnt  owes money to the Government (by
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cer+iiication  where appropriate);- -&h check m'hether  th-e
ret j;-:,,ent is in default on payment cr serforman;e; 2;'. .l
require prospective awardees to disciose  whether any
present officers of the corporation were ever emp1oyc.Z
or connected in an official capacity with a corporation
which defaulted on a debt to the Government.

5. EZtCii principal operating component may request that
each Frospective  assistee or contractor furnish with
its submission its enployer  identification number, tha
name of each corporate officer, his/her social securit;~
number, home and office addresses, as well as the name,
current addressI and social security number of each
officer authorized to accept: service of process involving
any legal action against the corporation. Ec>:ever, the
zrinciE;al  operating comr>onenrL  mus.t  by lax advise the
applicant that this infcrmation  is relevant and necesseryy
t0 acrlnmpliah t1he  purposes of the Fedsrai  Ciaxls Collection
AC z and AL?&.,a', furnishing this information  is voluntary
(5 U.S.C. 552aie); PL 93-579 57:.

c. Zach principal operating component shall promptly
notif> the Departmental Federal Assistance Financing ,
Branch (of DFAFS) or other appropriate payments or
finance office, when it learns of default, change of
ownership, bankruptcy of the debtor, or has other
reason to believe continued payments to the debtor
would be contrary to good judl;ment.

D . The principal operating component, its finance office
or DFX'S should commence immediate collecticn  action as
outlined below. A debt owed by an employee,  contractor
or qranzee  shouid be reported to all offices and agencies
xhich may be able to set off the debt a-qainst funds due
to the debtor. If all reasonable efforts to collect or
resolve the debt are not successful, referral to the
Claims Collection Officer should not be delayed.

d-70-50 DESIGNATE A CLAIXS COLLECTION OFFICER

The head of each principal operating component should
desiqnate  an officer to be resnonsible  for the adminis-
trative collection of debts (the Claims Coiiection Officer
(CCO) j . The CC0 s,h'all  take prompt arid aggressive action tc
collect all debts.
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A. 20 not delay collection affcrts since delay cfkzn
reduces the likelihood of collection. Collection
proctidures  should not be overloaded with unnecessary
i :Iter:l_zl  .z-- icarance GT revic;d r-auires,zxts.

B . CCL>a,.ld tie first regluest for payzezt  :.:c  the debtor
telling  thg dettor how much is oweti  the Governme:lt,  z.nd
the fcllowing:

1. ‘l’h2  b&.+-s  for’ the indebtedness , and the zules
that appl;l.

3 .?-I'-  - i. AL&C '- interest charges sqi1.i be added starting en
a specified date which is generally withiii 30 days
_'roc the date cf t:;e initial reqiest  for payment
isse G below for pezcent  of interest).

C. Send no nore than three progressively stronger d.Simand
letters, unless circumstances indicate this is useless
(for example, where the debtor expiicitly  refuses tc?
p a ‘1'  , or clearly cannct pay) and alternative  remedicls- -wc'3Lc  bcttar  protect the Go-$ernment's  interest.
Demand letters should be sent by certified mail,
return receipt requested, A prcmpt response should be
made tr, azy communication fro;n the debtor. Alternative-rzImedie:-;  i-qc-uce prcnptlv  filing suit in the Case Of ;,:I
imminent statutory bar (28 t7.S.C.  .?415);  attaching
property in case of imminent departure of debtor or
removal of assets or ?i=cn'l-+ifin ofi-----,&--M-. (-nyrrrrr.3+2  c-rcyd&rc-vn; 3:-ic!
filing a claim in bankruptcy. If alternative remedies
are contemplated, contact your servicing division of
the Office of General Counsel or t:he  department  Claims
Officer.

3. x>A;cr-  .c-7-w”la
..CU3J..JIb, t]-Ae  c*yJ  piill Offset  ii +bt again:;t,  i>ay

or compensation  due the debtor from the same principal
operating component or elsewhere in the Government.
Examples o f funds against which offset can be made are:
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1. Current gay of an employee (wit3  respect to trave:
expenses, overpayment of pay or benefits).

2. Continuing entitlements to the same benefits
originally overpaid.

2-. Civil service retirement annuities or contribu-
tions.

4 . Lump sum leave patyments, severance pay of Federal
emplcyees.

5. Amounts due indebted contractors and judgments
obtained against the United States.

r
0. Grant payments.

E. if the principal operating component holds security or
collateral, the CC0 has several options:

1-. Xhere there is a surety or insurance company, the
CC0 should demand payment from tf.at  company unless
sale of coilateral  is expressly required 'by
statute or contract.

2. The CC0 may also sell the collateral and apply it
to the debt as provided in the security instrument
unless the cost of sale is excessive compared to
the value of the collateral or special circumstances
require judicial foreclosure.

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

Pb . If a debtor cannot pay the debt in a single payment,
the CC0 may negotiate installment payments.

1. The CC0 should obtain satisfactory evidence of
the debtors inability to pay in a single payment.
The agreement for installment payments should
provide for repayment within the shortest period
possible, generally not to exceed three years. Ail
installment pa:mer,t  ;;lans  should inclvLd,e interest.
If the payment plan exceeds six months, every
effort should be made to reduce the agreement to
writing signed by the debtor and obtain security.
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2. i'se  an automated billing system for all payment
plans where feasible.

3. apply installment palyments  First to accrued
interest and then to principal. When an instaii-
ment payment is past due, the entire debt should
become due and payable, with interest.

G. Repayment agreements should stipulate interest for
late payments.

1.

3-.

3.

4-70-70

A. If

If a debt is to be paid in one l-ik.mp s-um,  a l.ita
charge should be assessed at the current prevailing
rate prescribed in Part 5 of the Treasury Fiscal
Requirements Manual.

Liability  for interest or a late charge ZL'?-F~~,-~S. .._A_"_
when the debtor is in default on payment. Gc-ierai 1;- I
this is 30 days from the initial request for
payment unless the debtor makes satisfactory
arrangements to pay by the due date. If the
debtor disputes the validity of the debt, the
interest or late charge should be assessed pendin
resolution of the dispute. If the debtor was
correct, appropriate adjustment shouid be made.

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

HOW TO CONPROMISE  CLADlS

the CC0 finds that collection in full is unlikely,
t h e  CC0 should try to settle t,he case. Claims may 52
compromised:

1-. When there is a bona fide dispute as to the facts
or the law. The amount accepted in compromise
should fairly reflect the probability of fuli or
partial recovery in the event of litigation based
upon expected testimony of witnesses, the adequacy
of evidence supporting the Government's claim and
ether  practical  ccnsiderations.
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2. Khen ths cost of further collection efforts
or li.tigatio-n, is likely to e::ceed ehe ~.~f;-f~;-r~=cce
between the proposed tcmprxhsc  amount and the
full .amount of the claim. This critericr.  carriers
greater weight when small claims are involved.

3. iu'hen the debtor cannot pay the full amount
within a reasonable time. In determining the
debtor's inability to pay, the foliowing factors,
among others, may be considered:

a. Age and health of debtor.

0. Present and potential income.

c. Xxherltance  prospects.

rl. . PoLaibility  that assets have bee:-1 conceci.:,  C?d
or improperly transferred by +i:e debt.zr.

e. Availability of assets or income. If the
CCO's file does not contain reasonably up-to-
date credit information as a basis for
evaluating a compromise proposal, the CCC
should try to obtain credit infor.mation  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 loss statements.

R-. Discourage installment payments of a compromised amo;unt.
If installment oayment  is necessary based on reasonably
current credit information, the CC0 should enter into a
compromise agreement which should provide that on
defauit the full amount of the debt, less payments
made, shall become due and payable with interest.
Obtain security where possible.

C. Where there is joint and several liability for a debt,
the CC0 shall collect the debt as quickly as possible
without allocating the burden as between debtors. A
compromise with one debtor shall neither release the
remaining debtors, nor determine the amount requiredz x-T-.- t\eL LVIIL A other debtors jointiy a.n,d severaliy  iiaijie on
the claim: * .
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A  . I n the everit  tkat tll;\ whereabouts of the debtor or
the debtor's assets are unknown, the CC0 may need to
s-dspend collection actinn. Diligent efforts should be
pursued to locate the missing debtor. The following
so'urces should be utilized: telephone directories,
m; +x7 i4i  rertnr’ P C.- * -1 -----I-----gpostma.st.ers, drivers license records,
automobile title and license records, state and locai
government ager:cizst  District Directors of Internal
Revenue, Social Security iAdministration,  other Federai
acfencies; eaoloyees,  relative, friends, and credit
agency skir) iocator  reports.

generally six ylears. The CC0 should develop
to  be sure tha; sauspended claims will always
periodically.

d - 7 0 - 9 0 iiOi?i  TO  END COLLECTIGN  ACTION

a system
be reviewed

The official who lhas  written delegation of authority to do
so may terminate collection action on claiins of $20,000 or
less when it becomes clear that one or more of the following
circumstances is present:

A. The Government, cannot collect any significant sum
from the debtor and will not.in the future be able to
collect from the debtor, taking into account the judicial
remedies available, the debtor's present and future
prospects, the debtor's exemptions lzder State and
Federal law, the age and health of the debtor, inheritance
prospects present and potential income and possibly
concealed or illegally transferred assets.

3. 31; e debt is discharged in ban%ru?tcy.

-.

i
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C.

0.

57AA  .

F.

G.

The debtor has died. An effort should be made to
ascertain whether the decedent left an estate, throu.Th
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 will
file the formal proof of claim. (See 70.1, GLAO  Claims
LYanual for details on how to report to GAO.)

The corporate debtor has been dissol-led  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 limitations
(28 U.S.C. 2415,  2416) and the.~'e  has Leer2 no partial
payment or written acknowledgzaent  of t?:e debt and no
prospect for collecting 5t~ offset.

The cost of collecting will exceed recovery.

The claim is legally without merit or cannot be sub-
stantiated by evidence.

4-70-100 HOW TO REFER  CLAIMS TO THE GEKZRAL  ACCOUNTING
OFFICE OR TO THE DEPARTMZNT  OF JUSTICE

A. The CC0 shall refer a debt ciaim  which  is potentially
collectible through legal action and which cannot be
either collected after aggressive cailection  efforts,
temporarily suspended, or terminated to the Generai
Accounting Office or to the Department  of Justice. The
claim must be referred promptly. Generally no later
than four months from the past due date. The CC0 will
clear such referral with the,Division  of the Office of
the General Ccunsel serving that principal operating
component.

B. #hen  you refer claims to GAO, GAO requires certain
specific information, set forth in Zxhibit  4-70-A..

C. T:?e  General Accounting Office does not accept a
referred claim for less than $600 exclusive of interest
trnless a significant policy is involved or the debtor
clearly has ability to pay arlG no reasonable basis for
refusing to pay.
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D. The CC0 shall preserve  all records on tke referred
claim until tke case is closed.

4-79-110 DELEGATION OF AUTHORITY REQUIRED TUXDER  THE
FEDEW  CLAIMS COLLECTION ACT

01-; 1 y one who has written  delegated  authority  (see 512< -an ,>
5130) may approve a compromise, suspension, or termination
of a claim and thcrk only if the cLai..m  is $20,000 or less.
Resolution of claims over $20,000 requires the concurrence
cf CA0 .

4-70-120 DELEGATION OF AUTHORITY BY THE SECFZTARY  L?X3ER
THE FEDERAL CLAIMS COLLEL'TION  .kCT

VI- --Ale Secret ary has.  delegated  to the Depar'-~~--~t  .Jlaias
Officer, obo is the Assistant General Counsel, Business
and Adziinistrative Law Division, the authority  tic:
perform the duties and exercise the authcrity  vested in
the Secretary by the Federal Claims Ccliection Act of
1965, 31 U.S.C. 9Sl-953, as amended, to collect claims
in any amount; to compromise, suspend or terminate
collection action in claims of $20,GOO or less, excl:-;sive
of interest; and to issue rules and procedures for
investigating, reporting and otherwise handling claims
throughout the Department. (31 FR 16375, 12/14/66).
The Department Claims Officer has redelegated  this
authority. As explained under B and C, there is a
concurrent deleg-ation of such authority frcm the.Secretaq
to two principal operating components.

The Secretary has delegated to the Commissioner of
Social Security the authority vested in the Secretary
under the.Federa 1 Claims Collectiort.  Act insofar  as such
authority relates to the mission of the Sociai Administra-
tion (33 FR 5&36,  5843, 4/16/68).

The Secretary has delegated to the hdxkiistrator  of
Health Care Financing Administration the authority
vested in the Secretary under the Federal Claims Col-
lection Act insofar as such authority relates to the
mission of the Health Care Financing Ackinistraficn  !42
FR 57352, 11/2/77: 42 CFR 405.374).
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The authority of the Department Claims Cfficer  is delegated
to

A .

5.

C.

32 .

the following officials within the scope identified:

Tha Deputy Assistant General Counsel, Business and
Administrative Law Division, Office of the General
Counsel (Department-wide).

The Chief, Li tigation and Claims Branch, Business and
IAdministrative Law Divisicn, Office cf the General
Counsel (Department-wide).

The Recjional  Attorneys (Region-wide) except far claims
relating  tc Titles II an,4 XVIII of the Social security
&ministration and the Public Health Service.

T,h,-,  ,\? -; -t-n  t Sccr&ar-  fsr Health,ua*aLL.*Ac -..r-r-4* asi ncnF.av- S?lC-Z
authority  relates to the mission of  the Public Health
Service.
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E-. Contents cf Administrative Rzpor'_s

1 . The debtor' s f-Al. name and amrent address. If
unknown, prior known addresses xid a statement ol
the steps taken to locate the debtor.

2. The debtor' s identifying number, if known.

J
l -411  evidence r,ecessary  t.2 s*zEjp~rt  L::ti t;cver;-+me->  +.-'sci'.i".  -- A&.& . G cempiet2  statemeilt  of rclc2TJar-,t  facts ;

including the date the debt first hccrusd, the
date of partiai payments, copies of correspondence
which might acknowledge thz  debt, in or.der to
determine whether the statut? of iimitatior
applies 128 U.S.C. 2415); computations  explaining
how the amount owed was arrived at; citations  to
applicable laws and regulations; copies of corres:Jondence
in which the debtcr  has question& his liabilitv
and cooies of the Government's res:30nses.*

5. Lc the debtor is currently emplcyed  by the Govarn-
m&t or serving in the uniformed services, SkOW
the actions taken to reccver  the amount through
the agency in which the debtor is emplo:-ed  or
serving and the results.

6. A summary of actions taken trJ collect or com-
promise the indebtedness.

7. Rersonably  current credit info,-mation  attained
within the last six months.

%FOZtS  Of ac?ministra+ -Lvely uncollectible debts shall
be mailed to 'the follotring  address: Claims Division,
U.S. General Accounting Office, Washington, D.C. 20548.
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C. Where Administrative Reports Should be Sent to Depart-
inent  of Justice

When authorized to send reports of ackninistratively
uncollectible debts to the Department of Justice, they
must be sent by the appropriate Office of the Geiieral
Counsel to the Commercial Litigation Branch, Safe-:Jay
Suilding  , 521 12th Street, N.W., Washington, 3.C.
20530.


