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SOURCE: Sections 1.910 to 1.921 appear at 32
FR 2613, Feb. 8, 1967, unless otherwise noted.

§ 1.910 Aggressive collection action.
The Department of Veterans Affairs

will take aggressive action, on a timely
basis with effective followup, to collect
all claims for money or property aris-
ing from its activities.

§ 1.911 Collection of debts owed by
reason of participation in a benefits
program.

(a) Scope. This section applies to the
collection of debts resulting from an
individual’s participation in a benefits
program administered by the Depart-
ment of Veterans Affairs. It does not
apply to the Department’s other claims
collection activities. (Note: School li-
ability debts are governed by § 21.4009;
financial institution debts are subject
to chapter II, parts 209, 210, and 240 of
title 31, Code of Federal Regulations;
and other debts are governed by part
102 of title 4 of the Code of Federal
Regulations.)

(b) Written demands. When the De-
partment of Veterans Affairs has deter-
mined that a debt exists by reason of
an administrative decision or by oper-
ation of law, the Department of Veter-
ans Affairs shall promptly demand, in
writing, payment of the debt. The De-
partment of Veterans Affairs shall no-
tify the debtor of his or her rights and
remedies in connection with the debt
and the consequences of failure to co-
operate with collection efforts. Ordi-
narily, no more than three demand let-
ters, at intervals of not more than thir-
ty days, will be sent, but letters subse-
quent to the initial letter will not be
necessary if:

(1) The Secretary determines that
further demand would be futile;

(2) The debtor has indicated in writ-
ing that he or she does not intend to
pay the debt;

(3) Judicial action to protect the
Government’s interest is indicated
under the circumstances; or

(4) Collection by offset pursuant to
§ 1.912a can be made.

(c) Rights and remedies. Subject to
limitations referred to in this para-
graph, the debtor has the right to in-
formally dispute the existence or
amount of the debt, to request waiver

of collection of the debt, to a hearing
on the waiver request, and to appeal
the Department of Veterans Affairs de-
cision underlying the debt. These
rights can be exercised separately or si-
multaneously. Except as provided in
§ 1.912a (collection by offset), the exer-
cise of any of these rights will not stay
any collection proceeding.

(1) Informal dispute. This means that
the debtor writes to the Department of
Veterans Affairs and questions whether
he or she owes the debt or whether the
amount is accurate. The Department of
Veterans Affairs will, as expeditiously
as possible, review the accuracy of the
debt determination. If the resolution is
adverse to the debtor, he or she may
also request waiver of collection as in-
dicated in paragraphs (c)(2) and (3) of
this section.

(2) Request for waiver; hearing on re-
quest. The debtor has the right to re-
quest waiver of collection, in accord-
ance with § 1.963 or § 1.964, and the right
to a hearing on the request. Requests
for waivers must be filed in writing. A
waiver request must be filed within the
time limit set forth in 38 U.S.C. 5302. If
waiver is granted, in whole or in part,
the debtor has a right to refund of
amounts already collected up to the
amount waived.

(3) Appeal. The debtor may appeal, in
accordance with part 19 of this title,
the decision underlying the debt.

(d) Notification. The Department of
Veterans Affairs shall notify the debtor
in writing of the following:

(1) The exact amount of the debt;
(2) The specific reasons for the debt,

in simple and concise language;
(3) The rights and remedies described

in paragraph (c) of this section, includ-
ing a brief explanation of the concept
of, and requirements for, waiver;

(4) That collection may be made by
offset from current or future Depart-
ment of Veterans Affairs benefits, sub-
ject to § 1.912a; and

(5) That interest and administrative
costs may be assessed, in accordance
with § 1.919, as appropriate.

(e) Sufficiency of notification. Notifica-
tion is sufficient when sent by ordinary
mail directed to the debtor’s last
known address and not returned as un-
deliverable by postal authorities.
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(f) Further explanation. Further expla-
nation may be found for—

(1) Appellate rights, in part 19 of this
title;

(2) Notification of any decision af-
fecting the payment of benefits or
granting relief, in § 3.103(e);

(3) Right to appeal a waiver decision,
in § 1.958;

(4) Refund to a successful waiver ap-
plicant of money already collected, in
§ 1.967; and

(5) The assessment of interest and ad-
ministrative costs, in § 1.919.

(Authority: 38 U.S.C. 5302, 5314)

[48 FR 1055, Jan. 10, 1983; 48 FR 6336, Feb. 11,
1983. Redesignated and amended at 52 FR
42105, Nov. 3, 1987; 54 FR 34980, Aug. 23, 1989]

§ 1.912 Collection by offset.
(a) Authority and scope. In accordance

with part 102 of title 4 of the Code of
Federal Regulations, VA shall collect
debts by administrative offset from
any payments made by VA to an indi-
vidual indebted to VA. This section
does not pertain to offset from either
current salary or from benefit pay-
ments, but does apply to offset from all
other VA payments, including an em-
ployee’s final salary check and lump-
sum leave payment. Procedures for off-
set from benefit payments and current
salary are found in § 1.912a and §§ 1.980
through 1.994. NOTE: VA cannot offset
or refer for the purpose of offset, either
under the authority of this section or
under any other authority found in
§§ 1.900 through 1.954 and §§ 1.980
through 1.984, any debt described in 38
U.S.C. 3726 unless the requirements set
forth in that section have been met.

(b) Notification. Prior to initiation of
administrative offset, if not provided
in the initial notice of indebtedness,
VA is required to provide the debtor
with written notice of:

(1) The nature and amount of the
debt;

(2) VA’s intention to pursue collec-
tion by offset procedures from the spec-
ified VA payment, the date of com-
mencement of offset, and the exact
amount to be offset;

(3) The opportunity to inspect and
copy VA records pertaining to the debt;

(4) The right to contest either the ex-
istence or amount of the debt or the
proposed offset schedule, or if applica-

ble, to request a waiver of collection of
the debt, or to request a hearing on any
of these matters;

(5) That commencement of offset will
begin, unless the debtor makes a writ-
ten request for the administrative re-
lief discussed in paragraph (b)(4) of this
section within 30 days of the date of
this notice; and

(6) The oppportunity to enter into a
written agreement with VA to repay
the debt in lieu of offset.

(c) Deferral of offset. (1) If the debtor,
within 30 days of the date of the notifi-
cation required by paragraph (b) of this
section, disputes in writing the exist-
ence or amount of the debt or the
amount of the scheduled offset, offset
shall not commence until the dispute is
reviewed and a decision is rendered by
VA adverse to the debtor.

(2) If the debtor, within 30 days of the
date of the required notification by
VA, requests in writing the waiver of
collection of the debt in accordance
with § 1.963 or § 1.964, offset shall not
commence until VA has made an ini-
tial decision to deny the waiver re-
quest.

(3) If the debtor, within 30 days of the
required notification by VA, requests
in writing a hearing on the issues
found in paragraphs (c)(1) and (2) of
this section, offset shall not commence
until a decision is rendered by VA on
the issue which is the basis of the hear-
ing.

(d) Exceptions. (1) Offset may com-
mence prior to either resolution of a
dispute or decision on a waiver request
as discussed in paragraph (c) of this
section, if collection of the debt would
be jeopardized by deferral of offset. In
such a case, notification pursuant to
paragraph (b) of this section shall be
made at the time offset begins or as
soon thereafter as possible.

(2) If the United States has obtained
a judgment against the debtor, offset
may commence without the notifica-
tion required by paragraph (b) of this
section. However, a waiver request
filed in accordance with the time lim-
its and other requirements of § 1.963 or
§ 1.964 will be considered, even if filed
after a judgment has been obtained
against the debtor. If waiver is grant-
ed, in whole or in part, refund of
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amounts already collected will be made
in accordance with § 1.967.

(e) Hearing. (1) After a debtor re-
quests a hearing, VA shall notify the
debtor of the form of the hearing to be
provided; i.e., whether the hearing will
either be oral or paper. If an oral hear-
ing is determined to be proper by the
hearing official, the notice shall set
forth the date, time, and location of
the hearing. If the hearing is to be a
paper review, the debtor shall be noti-
fied that he or she should submit his or
her position and arguments in writing
to the hearing official by a specified
date, after which the record shall be
closed. This date shall give the debtor
reasonable time to submit this infor-
mation.

(2) Unless otherwise required by law,
an oral hearing under this paragraph is
not required to be a formal evidentiary
type of hearing.

(3) A debtor who requests a hearing
shall be provided an oral hearing if VA
determines that the matter cannot be
resolved by review of documentary evi-
dence. Whenever an issue of credibility
or veracity is involved, an oral hearing
will always be provided the debtor. For
example, the credibility or veracity of
a debtor is always an issue whenever
the debtor requests a waiver of collec-
tion of the debt. Thus, a hearing held
in conjunction with a waiver request
will always be an oral hearing. If a de-
termination is made to provide an oral
hearing, the hearing official may offer
the debtor the opportunity for a hear-
ing by telephone conference call. If this
offer is rejected or if the hearing offi-
cial declines to offer a telephone con-
ference call, the debtor shall be pro-
vided an oral hearing permitting the
personal appearance of the debtor, his
or her personal representative, and wit-
nesses. Witnesses shall testify under
oath or affirmation.

(4) In all other cases where a debtor
requests a hearing, a paper hearing
shall be provided. The debtor shall be
provided an opportunity to submit ma-
terial for the record. A paper hearing
shall consist of a review of the written
evidence of record by the designated
hearing official.

(f) When collecting multiple debts by
administrative offset, VA will apply
the recovered amounts to those debts

in accordance with the best interests of
the United States, as determined by
the facts and circumstances of the par-
ticular case, paying special attention
to applicable statutes of limitation. In
accordance with 4 CFR 102.3(b)(3), VA
may not initiate offset to collect a debt
more than 10 years after VA’s right to
collect the debt first accrued (with cer-
tain exceptions as explained in
§ 102.3(b)(3)).

(Authority: 31 U.S.C. 3716)

[52 FR 42105, Nov. 3, 1987, as amended at 54
FR 34980, Aug. 23, 1989]

§ 1.912a Collection by offset—from VA
benefit payments.

(a) Authority and scope. VA shall col-
lect debts governed by § 1.911 of this
part by offset against any current or
future VA benefit payments to the
debtor. Unless paragraphs (c) or (d) of
this section apply, offset shall com-
mence promptly after notification to
the debtor as provided in paragraph (b)
of this section. Certain military serv-
ice debts shall be collected by offset
against current or future compensation
or pension benefit payments to the
debtor under authority of 38 U.S.C.
5301(c), as provided in paragraph (e) of
this section.

(b) Notification. Unless paragraph (d)
of this section applies, offset shall not
commence until the debtor has been
notified in writing of the matters de-
scribed in § 1.911a(c) and (d) and para-
graph (c) of this section.

(c) Deferral of offset. (1) If the debtor,
within thirty days of the date of the
notification required by paragraph (b)
of this section, disputes, in writing, the
existence or amount of the debt in ac-
cordance with § 1.911a(c)(1), offset shall
not commence until the dispute is re-
viewed as provided in § 1.911a(c)(1) and
unless the resolution is adverse to the
debtor.

(2) If the debtor, within thirty days
of the date of notification required by
paragraph (b) of this section, requests,
in writing, waiver of collection in ac-
cordance with § 1.963 or § 1.964, as appli-
cable, offset shall not commence until
the Department of Veterans Affairs has
made an initial decision on waiver.

(3) If the debtor, within thirty days
of the notification required by para-
graph (b) of this section, requests, in
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writing, a hearing on the waiver re-
quest, no decision shall be made on the
waiver request until after the hearing
has been held.

(d) Exceptions. Offset may commence
prior to the resolution of a dispute or a
decision on a waiver request if collec-
tion of the debt would be jeopardized
by deferral of offset. In such case, noti-
fication pursuant to § 1.911a(d) shall be
made at the time offset begins or as
soon thereafter as possible.

(Authority: 38 U.S.C. 5314, Ch. 37)

(e) Offset of military service debts. (1)
In accordance with 38 U.S.C. 5301(c),
VA shall collect by offset from any cur-
rent or future compensation or pension
benefits payable to a veteran under
laws administered by VA, the uncol-
lected portion of the amount of any in-
debtedness associated with the veter-
an’s participation in a plan prescribed
in subchapter I or II of 10 U.S.C. chap-
ter 73.

(2) Offsets of a veteran’s compensa-
tion or pension benefit payments to re-
coup indebtedness to the military serv-
ices as described in paragraph (e)(1) of
this section shall only be made by VA
when the military service owed the
debt has:

(i) Determined the amount of the in-
debtedness of the veteran;

(ii) Certified to VA that due process
in accordance with the procedures pre-
scribed in 31 U.S.C. 3716 have been pro-
vided to the veteran; and

(iii) Requested collection of the total
debt amount due.

(3) Offset from any compensation or
pension benefits under the authority of
38 U.S.C. 5301(c) shall not exceed 15% of
the net monthly compensation or pen-
sion benefit payment. The net monthly
compensation or pension benefit pay-
ment is defined as the authorized
monthly compensation or pension ben-
efit payment less all current deduc-
tions.

(Authority: 38 U.S.C. 5301(c) and 5314)

[48 FR 1055, Jan. 10, 1983, as amended at 52
FR 42106, Nov. 3, 1987; 57 FR 47263, Oct. 15,
1992]

§ 1.913 Personal interview with debtor.
The Department of Veterans Affairs

will, to the extent feasible, undertake
personal interviews whenever re-

quested by debtors and in other cases
having regard for the amounts involved
and the proximity of agency represent-
atives to the debtors.

§ 1.914 Contact with debtor’s employ-
ing agency.

When a debtor of the Department of
Veterans Affairs is employed by an-
other agency of the Federal Govern-
ment or is a member of the Military es-
tablishment or the Coast Guard and
collection by offset cannot be accom-
plished in accordance with 5 U.S.C.
5514, the Department of Veterans Af-
fairs will contact the employing agen-
cy in an effort to arrange with the
debtor for payment of the indebtedness
by allotment or otherwise in accord-
ance with section 206 of Executive
Order 11222 of May 8, 1965 (30 FR 6469; 3
CFR 1965 Supp., pp. 130, 131).

§ 1.915 Suspension or revocation of eli-
gibility.

Demands on debtors who are lenders,
contractors, brokers, or other partici-
pants in Department of Veterans Af-
fairs programs will include notification
that failure to pay their debts within a
reasonable time may be cause for sus-
pension or disqualification to the ex-
tent authorized by law. Nothing in this
section is intended to be in derogation
of the provisions of 38 U.S.C. 3704(b)
and 3704(d) as implemented by §§ 36.4331
and 36.4361 of this chapter. The failure
of any surety to honor its obligations
in accordance with 6 U.S.C. 11 will be
reported to the Treasury Department
at once. Prompt and appropriate De-
partment of Veterans Affairs action
will be taken upon receipt of Treasury
Department notification that a sure-
ty’s certificate of authority to do busi-
ness with the Federal Government has
been revoked or forfeited.

§ 1.916 Liquidation of collateral.
VA will exercise its rights to liq-

uidate security or collateral and apply
the proceeds to debts due it through
use of a power of sale in the security
instrument or a non-judicial fore-
closure if the debtor fails to pay his or
her debt, within a reasonable time
after demand, unless the cost of dispos-
ing of the collateral will be dispropor-
tionate to its value or the particular
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circumstances require judicial fore-
closure. VA must provide the debtor
with reasonable notice of the sale, and
an accounting of any surplus proceeds,
as well as notice of any other proce-
dures required by law or contract. Col-
lection from other sources, including
liquidation of security or collateral, is
not a prerequisite to requiring pay-
ment by a surety or insurance com-
pany unless such action is expressly re-
quired by statute or contract.

(Authority: 31 U.S.C. 3711)

[52 FR 42106, Nov. 3, 1987]

§ 1.917 Collection in installments.
(a) Whenever feasible, and except as

otherwise provided by law, debts owed
to VA together with any interest and
administrative costs assessed under
§ 1.919, shall be collected in full in one
lump sum. Collection in one lump sum
is applicable whether the debt is being
collected by administrative offset or by
another method, including voluntary
payment. However, payments may be
accepted in regular installments when
the debtor is financially unable to pay
the debt in one lump sum.

(b) In agreeing to accept regular in-
stallment payments to liquidate an
outstanding indebtedness, VA shall ob-
tain a legally enforceable written
agreement from the debtor which
specifies all of the terms of the agree-
ment and which contains a provision
accelerating the debt in the event that
the debtor defaults. The size and fre-
quency of installment payments should
bear a reasonable relationship to the
size of the debt and the debtor’s ability
to pay. If possible, the installment pay-
ments should be sufficient in size and
frequency to liquidate the debt in not
more than three years. Installment
payments of less than $50 per month
shall be accepted only if justified on
the grounds of financial hardship or for
some other reasonable cause.

(c) If VA is holding an unsecured
claim for administrative collection, it
shall attempt to obtain from a debtor
an executed confess-judgment note in
States and jurisdictions where per-
mitted, using Department of Justice
Form 1, or another appropriate Depart-
ment of Justice form, whenever the
total amount of the deferred install-

ments will exceed $750. Such notes may
also be sought when an unsecured obli-
gation of a lesser amount is involved.
When attempting to obtain confess-
judgment notes, VA shall provide debt-
ors with a written explanation of the
consequences of signing the note, and
shall maintain sufficient documenta-
tion to demonstrate that the debtor
signed the note knowingly and volun-
tarily. Security for deferred payments,
other than a confess-judgment note,
may be accepted in appropriate cases.
VA may accept installment payments
even if the debtor refuses to execute a
confess-judgment note or to give other
security.

(d) If the debtor owes more than one
debt and designates how a voluntary
installment payment is to be applied as
among these debts, that designation
must be followed by VA. If the debtor
does not designate the application of
the payment, VA shall apply payments
to the various debts in accordance with
the best interests of the Government as
determined by the facts and cir-
cumstances of the particular case, pay-
ing special attention to applicable
statutes of limitations.

(Authority: 31 U.S.C. 3711)

[52 FR 42106, Nov.3, 1987]

§ 1.918 Exploration of compromise.

VA will attempt to effect com-
promises, preferably during the course
of personal interviews, in accordance
with the standards set forth in §§ 1.930
through 1.938 in all cases in which it is
ascertained that the debtor is finan-
cially unable to pay the full amount or
in which the litigative risks or the
costs of litigation dictate such action.

[52 FR 42107, Nov. 3, 1987]

§ 1.919 Interest.

(a) Except as otherwise provided by
statute, contract, or other regulation
to the contrary, VA shall assess:

(1) Interest on all indebtedness to the
United States arising as a result of par-
ticipation in VA benefit programs
which are being paid in installments,

(2) Interest and administrative costs
of collection on debts where repayment
has become delinquent, and
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(3) Interest, penalties, and adminis-
trative costs on all nonbenefit debts in
accordance with 4 CFR 102.13.

(b) Every party entering into an
agreement with the Department of
Veterans Affairs for repayment of in-
debtedness in installments shall be ad-
vised of the interest charges to be
added to the debt. All debtors being
provided notice of indebtedness, includ-
ing those entering into repayment
agreements, shall be advised that upon
the debt becoming delinquent, or in the
case of repayment of already delin-
quent debts, interest and the adminis-
trative costs of collection will be added
to the principal amount of the debt.

(c) The rate of interest charged by
VA shall be based on the rate paid by
the United States for its borrowing as
published in the Treasury’s Cash Man-
agement Regulations (ITFM 6–8000).
The rate of interest shall be adjusted
annually on the first day of the cal-
endar year to reflect the average rate
being charged in accordance with the
Treasury’s Cash Management Regula-
tions. Once the rate of interest has
been determined for a particular debt,
the rate shall remain unchanged
throughout the duration of repayment
of that debt.

(d) Interest on amounts covered by
§ 1.919 shall accrue from the date the
initial notice of the debt is mailed to
the debtor. Notification shall be con-
sidered sufficient when effected by or-
dinary mail, addressed to the last
known address, and such notice is not
returned as undeliverable by postal au-
thorities.

(e) Interest under this section shall
not be charged if the debt is paid in full
within 30 days of mailing of the initial
notice described in paragraph (b) of
this section. Once interest begins to ac-
crue, and after expiration of the time
period for payment of the debt in full
to avoid assessment of interest and ad-
ministrative costs, any amount re-
ceived toward the payment of such
debt shall be first applied to payment
of outstanding administrative cost
charges and then to accrued interest or
costs, and then to principal, unless a
different rule is prescribed by statute,
contract, or other regulation.

(f) All or any part of the interest and
administrative costs assessed under

this section are subject to consider-
ation for waiver under section 5302 of
title 38 U.S.C., and appropriate admin-
istrative procedures.

(1) In general, interest and adminis-
trative costs may be waived only when
the principal of the debt on which they
are assessed is waived by a Committee
on Waivers and Compromises. However,
VA may forbear collection of interest
and administrative costs, exclusive of
collection of the principal of the debt
on which they are assessed, as well as
terminate further assessment of inter-
est and administrative costs when the
collection of such interest and costs
are determined to be not in the govern-
ment’s best interest. Collection of in-
terest and administrative costs shall
not be considered to be in the best in-
terest of the government when the
amount of assessed interest and admin-
istrative cost is so large that there is a
reasonable certainty that the original
debt will never be repaid. The deter-
mination to forbear collection of inter-
est and administrative cost, exclusive
of collection of the principal of the
debt, shall be made by the Chief of the
Fiscal activity at the station respon-
sible for the collection of the debt.
Such a determination is not within the
jurisdiction of a Committee on Waivers
and Compromises.

(2) When a debtor requests a waiver
of collection of the indebtedness, inter-
est and administrative costs shall not
be assessed until either

(i) A Committee on Waivers and
Compromises has considered the re-
quest and rendered an initial decision,
or

(ii) The applicable time limit for re-
questing waiver, as stated in 38 U.S.C.
5302, has expired and the debtor, after
notice in accordance with § 1.911, has
not made such a request. This sub-
section does not apply to debts result-
ing from participation in the loan pro-
gram administered under chapter 37 of
title 38 of the United States Code.

(Authority: 38 U.S.C. 5302, 5315)

(g) Administrative costs assessed
under § 1.919 shall be the average costs
of collection of similar debts, or actual
collection costs as may be accurately
determined in the particular case. No
administrative costs of collection will
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be assessed under § 1.919 in any cases
where the indebtedness is paid in full
prior to the 30 day period specified in
paragraph (e) of this section, or in any
case where a repayment plan is pro-
posed by the debtor and accepted by
the Department of Veterans Affairs
within that period, unless such repay-
ment agreement becomes delinquent.

(Authority: 38 U.S.C. 5315)

[46 FR 62057, Dec. 22, 1981, as amended at 52
FR 42107, Nov. 3, 1987]

§ 1.920 Documentation of collection ac-
tion.

An appropriate file will be main-
tained for each claim completely docu-
menting all Department of Veterans
Affairs collection action and the basis
for any compromise or for suspension
or termination of collection action.

[46 FR 62057, Dec. 22, 1981]

§ 1.921 Additional collection action.
Nothing in §§ 1.900 through 1.954 is in-

tended to preclude the utilization of
any other remedy available to the De-
partment of Veterans Affairs.

§ 1.922 Disclosure of debt information
to consumer reporting agencies
(CRA).

(a) The Department of Veterans Af-
fairs may disclose all information de-
termined to be necessary, including the
name, address, Department of Veterans
Affairs file number, Social Security
number, and date of birth, to consumer
reporting agencies for the purpose of—

(1) Obtaining the location of an indi-
vidual indebted to the United States as
a result of participation in any benefits
program administered by VA or in-
debted in any other manner to VA;

(2) Obtaining a consumer report in
order to assess an individuals ability to
repay a debt when such individual has
failed to respond to the Department’s
demand for repayment or when such in-
dividual has notified the Department
that he/she will not repay the indebted-
ness; or

(3) Obtaining the location of an indi-
vidual in order to conduct program
evaluation studies as required by 38
U.S.C. 527 or any other law.

(b) Information disclosed by the De-
partment of Veterans Affairs under

paragraph (a) of this section to con-
sumer reporting agencies shall neither
expressly nor implicitly indicate that
an individual is indebted to the United
States nor shall such information be
recorded by consumer reporting agen-
cies in a manner that reflects adversely
upon the individual. Prior to disclosing
this information, the Department of
Veterans Affairs shall ascertain that
consumer reporting agencies with
which it contracts are able to comply
with this requirement. The Depart-
ment of Veterans Affairs shall also
make reasonable efforts to insure com-
pliance by its contractor with this re-
quirement.

(c) Subject to the conditions set forth
in paragraph (d) of this section, infor-
mation concerning individuals may be
disclosed to consumer reporting agen-
cies for inclusion in consumer reports
pertaining to the individual, or for the
purpose of locating the individual. Dis-
closure of the fact of indebtedness will
be made if the individual fails to re-
spond in accordance with written de-
mands for repayment, or refuses to
repay a debt to the United States. In
making any disclosure under this sec-
tion, VA will provide consumer report-
ing agencies with sufficient informa-
tion to identify the individual, includ-
ing the individual’s name, address, if
known, date of birth, VA file number,
and Social Security number.

(d)(1) Prior to releasing information
under paragraph (c) of this section, the
Department of Veterans Affairs will
send a notice to the individual. This
notice will inform the individual that—

(i) The Department of Veterans Af-
fairs has determined that he or she is
indebted to the Department of Veter-
ans Affairs;

(ii) The debt is presently delinquent;
and

(iii) The fact of delinquency may be
reported to consumer reporting agen-
cies after 30 days have elapsed from the
date of the notice.

(2)(i) VA will notify each individual
of the right to dispute the existence or
amount of any debt in accordance with
§§ 3.101(e) and 19.109, and to request a
waiver of the debt in accordance with
§§ 1.955 through 1.970 if applicable.
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(ii) If the Department of Veterans Af-
fairs has not previously notified the in-
dividual of the rights described in para-
graph (d)(2)(i) of this section, the De-
partment of Veterans Affairs will in-
clude this information in the notice de-
scribed in paragraph (d)(1) of this sec-
tion. The individual shall be afforded a
minimum of 30 days from the date of
the notice to respond to it before infor-
mation is reported to consumer report-
ing agencies.

(3) The Department of Veterans Af-
fairs will defer reporting information
to a consumer reporting agency if the
individual disputes the existence or
amount of any debt or requests waiver
of the debt within the time limits set
forth in paragraph (d)(2)(ii) of this sec-
tion. The Department of Veterans Af-
fairs will review any dispute and notify
the individual of its findings. If the
original decision is determined to be
correct, or if the individual’s request
for waiver is denied, the Department of
Veterans Affairs may report the fact of
delinquency to a consumer reporting
agency. However, the individual shall
be afforded 30 days from date of the no-
tice of the agency’s determination to
repay the debt.

(4) Nothing in this section affects an
individual’s right to appeal an agency
decision to the Board of Veterans Ap-
peals. However, information concern-
ing the debt may be disclosed while an
appeal is pending before the Board of
Veterans Appeals.

(5) Upon request, the Department of
Veterans Affairs will notify an individ-
ual—

(i) Whether information concerning a
debt has been reported to consumer re-
porting agencies;

(ii) Of the name and address of each
consumer reporting agency to which
information has been released; and

(iii) Of the specific information re-
leased.

A notice of the right to request this in-
formation will be sent with the notice
described in paragraph (d)(1) of this
section.

(e) Subsequent to disclosure of infor-
mation to consumer reporting agencies
as described in paragraph (c) of this
section, the Department of Veterans
Affairs shall:

(1) Notify on a monthly basis each
consumer reporting agency concerned
of any substantial change in the status
or amount of indebtedness.

(2) Promptly verify any and all infor-
mation disclosed if so requested by the
consumer reporting agency concerned.

(f) In the absence of a different rule
prescribed by statute, contract, or
other regulation, an indebtedness is
considered delinquent if not paid by
the individual by the date due specified
in the notice of indebtedness, unless
satisfactory arrangements are made by
such date.

(g) Notification shall be considered
sufficient when effected by ordinary
mail, addressed to the last known ad-
dress, and such notice is not returned
as undeliverable by postal authorities.

(h) The Privacy Act (5 U.S.C. 552a)
does not apply to any contract between
the Department of Veterans Affairs
and a consumer reporting agency, nor
does it apply to a consumer reporting
agency and its employees. See 38 U.S.C.
5701(i). This paragraph does not relieve
the Department of Veterans Affairs of
its obligation to comply with the Pri-
vacy Act.

(i) The term ‘‘consumer reporting
agency’’ means any person or agency
which, for monetary fees, dues, or on a
cooperative nonprofit basis, regularly
engages in whole or in part in the prac-
tice of assembling or evaluating con-
sumer credit information or other in-
formation on consumers for the pur-
pose of furnishing consumer reports to
third parties or to other consumer re-
porting agencies. The term ‘‘consumer
reporting agency’’ shall also mean any
person or agency which serves as a
marketing agent under arrangements
enabling third parties to obtain such
information from consumer reporting
agencies, or which obtain such infor-
mation for the purpose of furnishing it
to consumer reporting agencies.

(Authority: 38 U.S.C. 5701 (g), (i); 31 U.S.C.
952)

[46 FR 62058, Dec. 22, 1981, as amended at 52
FR 42107, Nov. 3, 1987]

§ 1.923 Contracting for collection serv-
ices.

(a) VA has authority to contract for
collection services to recover delin-
quent debts, provided that:
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(1) The authority to resolve disputes,
compromise claims, suspend or termi-
nate collection and refer the matter for
litigation shall be retained by VA;

(2) The contractor shall be subject to
38 U.S.C. 5701, and to the Privacy Act
of 1974, as amended, to the extent spec-
ified in 5 U.S.C. 552a(m), and to applica-
ble Federal and State laws and regula-
tions pertaining to debt collection
practices, such as the Fair Debt Collec-
tion Practices Act, 15 U.S.C. 1692 et seq.

(3) The contractor shall be required
to strictly account for all amounts col-
lected;

(4) Upon returning an account to VA
for subsequent referral to the Depart-
ment of Justice for litigation, the con-
tractor must agree to provide any data
contained in its files relating to § 1.951.

(b) Funding of collection service con-
tracts:

(1) VA may fund a collection service
contract on a fixed-fee basis (i.e., pay-
ment of a fixed fee determined without
regard to the amount actually col-
lected under the contract). Payment of
the fee under this type of contract
must be charged to available appro-
priations;

(2) VA may also fund a collection
service contract on a contingent-fee
basis (i.e., by including a provision in
the contract permitting the contractor
to deduct its fee from amounts col-
lected under the contract). The fee
should be based upon a percentage of
the amount collected, consistent with
prevailing commercial practice;

(3) VA may enter into a contract
under paragraph (b)(1) of this section
only if and to the extent that funding
for the contract is provided for in ad-
vance by an appropriation act or other
legislation, except that this require-
ment does not apply to the use of a re-
volving fund authorized by statute;

(4) Except as authorized under para-
graphs (b)(2) and (b)(5) of this section,
or unless otherwise specifically pro-
vided by law, VA shall deposit all
amounts recovered under collection
service contracts for Loan Guaranty
debts into the Loan Guaranty Revolv-
ing Fund, and for all other debts in the
Treasury as miscellaneous receipts
pursuant to 31 U.S.C. 3302.

(5) For benefit overpayments recov-
ered under collection service contract,

VA, pursuant to 31 U.S.C. 3302, shall de-
posit:

(i) Amounts equal to the original
overpayments in the appropriations ac-
count from which the overpayments
were made, and

(ii) Amount of interest or adminis-
trative costs in the Treasury as mis-
cellaneous receipts.

(Authority: 31 U.S.C. 3718)

[52 FR 42107, Nov. 3, 1987]

§ 1.924 Use and disclosure of mailing
addresses.

(a) When attempting to locate a debt-
or in order to collect or compromise a
debt in accordance with §§ 1.900 through
1.954, VA may send a request to the
Secretary of the Treasury, or his/her
designee, in order to obtain the debt-
or’s most current mailing address from
the records of the Internal Revenue
Service.

(b) VA may disclose a mailing ad-
dress obtained under paragraph (a) of
this section to other agents, including
collection service contractors hired by
VA, in order to facilitate the collection
or compromise of debts. A mailing ad-
dress obtained under paragraph (a) of
this section may be disclosed to a con-
sumer reporting agency under author-
ity of § 1.922 only for the limited pur-
pose of obtaining a commercial credit
report on the particular taxpayer.

(c) VA will insure that procedures es-
tablished under this section comply
with the Privacy Act (5 U.S.C. 552a)
and the provisions of 26 U.S.C.
6103(p)(4) and applicable regulations of
the Internal Revenue Service.

(Authority: 31 U.S.C. 3711)

[52 FR 42108, Nov. 3, 1987]

§ 1.925 Administrative offset against
amounts payable from Civil Service
Retirement and Disability Fund,
Federal Employees Retirement Sys-
tem (FERS), final salary check, and
lump sum leave payments.

(a) Unless otherwise prohibited by
law or regulation, VA may request that
money which is due and payable to a
debtor from either the Civil Service
Retirement and Disability Fund or the
Federal Employees Retirement System
(FERS) be administratively offset in
reasonable amounts in order to collect,
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in one full payment or a minimal num-
ber of payments, debts that are owed to
VA by the debtor. Such requests shall
be made to the appropriate officials at
the Office of Personnel Management in
accordance with such regulations pre-
scribed by the Director of that Office.
See 5 CFR part 831, subpart R
(§§ 831.1801 through 831.1808) and part
845, subpart O (§§ 845.401 through
845.408). In addition, VA may also offset
against a Federal employee’s final sal-
ary check and lump sum leave pay-
ment, unless they represent continu-
ation of an offset against current sal-
ary initiated in accordance with §§ 1.980
through 1.994. See § 1.912 for procedures
for offset against a final salary check
and lump sum leave payment.

(b) When making a request to the Of-
fice of Personnel Management for ad-
ministrative offset under paragraph (a)
of this section, VA shall include a writ-
ten certification that:

(1) The debtor owes VA a debt, in-
cluding the amount of the debt;

(2) VA has complied with the applica-
ble statutes, regulations, and proce-
dures of the Office of Personnel Man-
agement; and

(3) VA has complied with §§ 1.911,
1.912, 1.912a, or 4 CFR 102.3 including
any required hearing or review.

(c) Once VA decides to request ad-
ministrative offset from the Civil Serv-
ice Retirement and Disability Fund or
Federal Employees Retirement System
(FERS) under paragraph (a) of this sec-
tion, it shall make the request as soon
as possible after completion of the ap-
plicable procedures in order that the
Office of Personnel Management may
identify the debtor’s account in antici-
pation of the time when the debtor re-
quests or becomes eligible to receive
payments from the Fund or FERS.
This will satisfy any requirement that
offset be initiated prior to expiration
of the applicable statutes of limita-
tions. At such time as the debtor
makes a claim for payments from the
Fund or FERS, if at least a year has
elapsed since the offset request was
originally made, the debtor should be
permitted to offer a satisfactory repay-
ment plan in lieu of offset upon estab-
lishing that such offset will create fi-
nancial hardship.

(d) If VA collects all or part of the
debt by other means before deductions
are made or completed in accordance
with paragraph (a) of this section, VA
shall promptly act to modify or termi-
nate its request for offset under para-
graph (a) of this section.

(e) The Office of Personnel Manage-
ment is neither required nor authorized
by this section to review the merits of
VA’s determination with respect to the
amount and validity of the debt waiver
under 5 U.S.C. 5584 or 38 U.S.C. 5302, or
providing or not providing an oral
hearing.

(Authority: 5 U.S.C. 8461; 31 U.S.C. 3711, 3716)

[52 FR 42108, Nov. 3, 1987]

§ 1.926 Referral of VA debts.

(a) When authorized, VA may refer
an uncollectible debt to another Fed-
eral or State agency for the purpose of
offsetting the debt from any payment,
except salary, (see paragraph (e) of this
section), made by such agency to the
person indebted to VA.

(b) VA must certify in writing that
the individual owes the debt, the
amount and basis of the debt, the date
on which payment became due, and the
date VA’s right to collect the debt first
accrued.

(c) This certification will also state
that VA provided the debtor with writ-
ten notice of:

(1) The nature and amount of the
debt;

(2) VA’s intention to pursue collec-
tion by offset procedures;

(3) The opportunity to inspect and
copy VA records pertaining to the debt;

(4) The right to contest both the ex-
istence and amount of the debt and to
request a waiver of collection of the
debt (if applicable), as well as the right
to a hearing on both matters;

(5) The opportunity to enter into a
written agreement with VA for the re-
payment of the debt; and

(6) Other applicable notices required
by §§ 1.911, 1.912, and 1.912a.

(d) The written certification required
by paragraphs (b) and (c) of this section
will also contain (for all debts) a list-
ing of all actions taken by both VA and
the debtor subsequent to the notice, as
well as the dates of such actions.
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(e) The referral by VA of a VA debt
to another agency for the purposes of
salary offset shall be done in accord-
ance with 5 CFR 550.1106.

(Authority: 31 U.S.C. 3711)

[52 FR 42108, Nov. 3, 1987]

§ 1.927 Analysis of costs and preven-
tion of debts.

(a) VA collection procedures should
provide for periodic comparison of
costs incurred and amounts collected.
Data on costs and corresponding recov-
ery rates for debts of different types
and various dollar ranges should be
used to compare the cost effectiveness
of alternative collection procedures,
establish guidelines with respect to
points at which costs of further collec-
tion efforts are likely to exceed recov-
eries, assist in evaluating compromise
offers, and establish minimum debt
amounts below which collection efforts
need not be taken. Costs and recovery
data should also be useful in justifying
adequate resources for an effective col-
lection program, evaluating the fea-
sibility and cost effectiveness of con-
tracting for consumer reporting agen-
cies’ services (§ 1.922), collection serv-
ices (§ 1.923), and for determining appro-
priate charges for administrative costs
(§ 1.919).

(b) VA shall insure that adequate
procedures are established which both
identify the causes of overpayments,
delinquencies, and defaults and also de-
scribe the actions necessary to correct
such problems.

(Authority: 31 U.S.C. 3711 through 3719)

[52 FR 42109, Nov. 3, 1987]

§ 1.928 Exemptions.
(a) Sections 1.900 through 1.954 do not

apply to debts arising under, or to pay-
ments made under, the Internal Reve-
nue Code of 1954, as amended (26 U.S.C.
1 et seq.), the Social Security Act (42
U.S.C. 301 et seq.), or tariff laws of the
United States. However, the remedies
and procedures described in §§ 1.900
through 1.954 are still authorized with
respect to debts which are exempt from
the purview of the Debt Collection Act
of 1982, to the extent that they are au-
thorized under some other statute or
common law.

(b) This section shall not be con-
strued as prohibiting the use of §§ 1.900
through 1.954 when VA attempts to col-
lect debts owed to this agency by per-
sons employed by the agencies admin-
istering the laws cited in paragraph (a)
of this section.

(Authority: 31 U.S.C. 3711)

[52 FR 42109, Nov. 3, 1987]

§ 1.929 Reduction of debt through per-
formance of work-study services.

(a) Scope. (1) Subject to the provi-
sions of this section VA may allow an
individual to reduce an indebtedness to
the United States through offset of
benefits to which the individual be-
comes entitled by performance of
work-study services under 38 U.S.C.
3485 and 3537 when the debt arose by
virtue of the individual’s participation
in a benefits program provided under
any of the following:

(i) 38 U.S.C. chapter 30;
(ii) 38 U.S.C. chapter 31;
(iii) 38 U.S.C. chapter 32;
(iv) 38 U.S.C. chapter 34;
(v) 38 U.S.C. chapter 35;
(vi) 38 U.S.C. chapter 36 (other than

an education loan provided under sub-
part F, part 21 of this title); or

(vii) 10 U.S.C. chapter 1606 (other
than an indebtedness arising from a re-
fund penalty imposed under 10 U.S.C.
16135).

(2) This section shall not apply in
any case in which the individual has a
pending request for waiver of the debt
under §§ 1.950 through 1.970.

(Authority: 38 U.S.C. 3485(e)(1); Pub. L. 102–
16)

(b) Selection criteria. (1) If there are
more candidates for a work-study al-
lowance than there are work-study po-
sitions available in the area in which
the services are to be performed, VA
will give priority to the candidates who
are pursuing a program of education or
rehabilitation.

(2) Only after all candidates in the
area described in paragraph (b)(1) of
this section either have been given
work-study contracts or have with-
drawn their request for contracts will
VA offer contracts to those who are not
pursuing a program of education or re-
habilitation and who wish to reduce
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their indebtedness through perform-
ance of work-study services.

(3) VA shall not offer a contract to an
individual who is receiving compensa-
tion from another source for the work-
study services the individual wishes to
perform.

(4) VA shall not offer a contract to an
individual if VA determines that the
debt can be collected through other
means such as collection in a lump
sum, collection in installments as pro-
vided in § 1.917 or compromise as pro-
vided in § 1.918.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(c) Utilization. The work-study serv-
ices to be performed under a debt-liq-
uidation contract will be limited as fol-
lows:

(1) If the individual is concurrently
receiving educational assistance in a
program administered by VA, work-
study services are limited to those al-
lowed in the educational program
under which the individual is receiving
benefits.

(2) If the individual is not concur-
rently receiving educational assistance
in a program administered by VA, the
individual may perform only those
work-study services and activities
which are or were open to those stu-
dents receiving a work-study allowance
while pursuing a program of education
pursuant to the chapter under which
the debt was incurred.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(d) Contract to perform services. (1) The
work-study services performed to re-
duce indebtedness shall be performed
pursuant to a contract between the in-
dividual and VA.

(2) The individual shall perform the
work-study services required by the
contract at the place or places des-
ignated by VA.

(3) The number of hours of services to
be performed under the contract must
be sufficient to enable the individual to
become entitled to a sum large enough
to liquidate the debt by offset.

(4) The number of weeks in the con-
tract will not exceed the lesser of—

(i) The number of weeks of services
the individual needs to perform to liq-
uidate his or her debt; or

(ii) 52.

(5) In determining the number of
hours per week and the number of
weeks under paragraphs (d)(3) and (d)(4)
of this section necessary to liquidate
the debt, VA will use the amount of the
account receivable, including all ac-
crued interest, administrative costs
and marshall fees outstanding on the
date the contract is offered to the indi-
vidual and all accrued interest, admin-
istrative costs and marshall fees VA es-
timates will have become outstanding
on the debt on the date the debt is to
be liquidated.

(6) The contract will automatically
terminate after the total amount of
the individual’s indebtedness described
in paragraph (d)(5) of this section has
been recouped, waived, or otherwise
liquidated. An individual performing
work-study services under a contract
to liquidate a debt is released from the
contract if the debt is liquidated by
other means.

(7) The contract to perform work-
study services for the purpose of liq-
uidating indebtedness will be termi-
nated if:

(i) The individual is liquidating his
or her debt under this section while re-
ceiving either an educational assist-
ance allowance for further pursuit of a
program of education or a subsistence
allowance for further pursuit of a pro-
gram of rehabilitation;

(ii) The individual terminates or re-
duces the rate of pursuit of his or her
program of education or rehabilitation;
and

(iii) The termination or reduction
causes an account receivable as a debt
owed by the individual.

(8) VA may terminate the contract at
any time the individual fails to per-
form the services required by the con-
tract in a satisfactory manner.

(Authority: 38 U.S.C. 3485(e), 7104(a); Pub. L.
102–16)

(e) Reduction of indebtedness. (1) In re-
turn for the individual’s agreement to
perform hours of services totaling not
more than 40 times the number of
weeks in the contract, VA will reduce
the eligible person’s outstanding in-
debtedness by an amount equal to the
higher of—

(i) The hourly minimum wage in ef-
fect under section 6(a) of the Fair
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Labor Standards Act of 1938 times the
number of hours the individual works;
or

(ii) The hourly minimum wage under
comparable law of the State in which
the services are performed times the
number of hours the individual works.

(2) VA will reduce the individual’s
debt by the amount of the money
earned for the performance of work-
study services after the completion of
each 50 hours of services (or in the case
of any remaining hours required by the
contract, the amount for those hours).

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(f) Suspension of collections by offset.
Notwithstanding the provisions of
§ 1.912a, during the period covered by
the work-study debt-liquidation con-
tract with the individual, VA will ordi-
narily suspend the collection by offset
of a debt described in paragraph (a)(1)
of this section. However, the individual
may voluntarily permit VA to collect
part of the debt through offset against
other benefits payable while the indi-
vidual is performing work-study serv-
ices. If the contract is terminated be-
fore its scheduled completion date, and
the debt has not been liquidated, col-
lection through offset against other
benefits payable will resume on the
date the contract terminates.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(g) Payment for additional hours. (1) If
an individual, without fault on his or
her part, performs work-study services
for which payment may not be author-
ized, including services performed after
termination of the contract, VA will
pay the individual at the applicable
hourly minimum wage for such serv-
ices as the Director of the VA field sta-
tion of jurisdiction determines were
satisfactorily performed.

(2) The Director of the VA field sta-
tion of jurisdiction shall determine
whether the individual was without
fault. In making this decision he or she
shall consider all evidence of record
and any additional evidence which the
individual wishes to submit.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

[62 FR 15401, Apr. 1, 1997]

STANDARDS FOR COMPROMISE OF CLAIMS

AUTHORITY: Sections 1.930 to 1.937 issued
under 72 Stat. 1114; 38 U.S.C. 501.

SOURCE: Sections 1.930 to 1.937 appear at 32
FR 2614, Feb. 8, 1967, unless otherwise noted.

§ 1.930 Scope and application.

(a) The standards set forth in §§ 1.930
through 1.938 apply to the compromise
of claims in accordance with 31 U.S.C.
3711. VA may exercise such compromise
authority where the claim owed to VA
does not exceed $100,000 exclusive of in-
terest and other late payment charges.
This $100,000 limit does not apply to
debts which arise out of participation
in the loan program under chapter 37 of
title 38 of the United States Code. The
Comptroller General or his/her des-
ignee may exercise compromise au-
thority with respect to claims referred
to the General Accounting Office
(GAO). Only the Comptroller General
or his/her designee may compromise a
claim that arises out of an exception
made by GAO on account of an ac-
countable officer, including a claim
against the payer, prior to its referral
by GAO to the Department of Justice
for litigation.

(b) When the claim exceeds $100,000,
exclusive of interest and other late
payment charges, the authority to ac-
cept a compromise offer rests solely
with the Department of Justice. How-
ever, approval by the Department of
Justice is not required if VA wishes to
reject a compromise offer on a debt in
excess of $100,000. If VA believes that
the compromise offer on a debt in ex-
cess of $100,000 should be accepted, it
shall refer the matter to the Depart-
ment of Justice by using the Claims
Collection Litigation Report (section
1.951). The referral should contain a
written memorandum by the local
Committee on Waivers and Com-
promises specifying the exact reason
why it is believed that the compromise
offer should be accepted. Both the
Claims Collection Litigation Report
and the Committee’s memorandum
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