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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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should be sent to VA Central Office, Of-
fice of Financial Management, for sub-
sequent referral to the Department of
Justice.

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

[57 FR 47263, Oct. 15, 1992]

§ 1.931 Inability to pay.
(a) A claim may be compromised by

VA pursuant to §§ 1.930 through 1.938 if
VA cannot collect the full amount of
the debt because of:

(1) The debtor’s inability to pay the
full amount of the debt within a rea-
sonable amount of time; or

(2) The refusal of the debtor to pay
the claim in full and the inability of
VA to collect the debt in full within a
reasonable time by means of enforced
collection.

(b) In determining the debtor’s abil-
ity to pay, the following factors,
among others, may be considered:

(1) Age and health of the debtor;
(2) Present and potential income;
(3) Inheritance prospects;
(4) The possibility that assets have

been concealed or improperly trans-
ferred by the debtor; and

(5) The availability of assets or in-
come which may be realized by means
of enforced collection procedures.

(c) VA will give consideration to the
applicable exemptions available to the
debtor under various State and Federal
laws in determining the ability to en-
force collection. Uncertainty as to the
price which collateral or other prop-
erty will bring at a forced sale may be
properly considered in determining the
ability to enforce collection. A com-
promise effected under §§ 1.930 through
1.938 should be for an amount which
bears a reasonable relation to the
amount which can be recovered by en-
forced collection procedures, having re-
gard for the exemptions available to
the debtor and the time in which col-
lection will take place.

(d) The payment of a compromise in
installments is to be discouraged. How-
ever, if payment of a compromise in in-
stallments is necessary, then a legally
enforceble agreement shall be obtained
from the debtor for the reinstatement
of the original amount of the indebted-
ness, less any amounts paid there on by
the debtor, and also an acceleration of

the balance due upon default. Such an
agreement, together with security as
described in § 1.917, should be obtained
in every case possible.

(e) If VA files do not contain recent
credit information as a basis for assess-
ing a compromise proposal, such infor-
mation shall be obtained from the
debtor by obtaining a statement, exe-
cuted under penalty of perjury, show-
ing the debtor’s assets and liabilities,
income and expenses. Forms such as
VA Form 4–5655 ‘‘Financial Status Re-
port’’ or Department of Justice Forms
OBD–500 or OBD–500B shall be used to
obtain this information. Similar data
may be obtained from corporate debt-
ors by using a form, such as Depart-
ment of Justice Form OBD–500C or by
resort to balance sheets and such addi-
tional data as may be required.

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

[52 FR 42109, Nov. 3, 1987]

§ 1.932 Litigative possibilities.

VA will attempt to compromise
claims when there is a real doubt as to
the Government’s ability to prove its
case in court for the full amount
claimed either because of the legal
issues involved or bona fide dispute as
to the facts. The amount accepted in
compromise will fairly reflect the prob-
ability of prevailing on the legal ques-
tion involved, the probabilities with re-
spect to full or partial recovery of a
judgment having due regard to the
availability of witnesses and other evi-
dentiary support for the Government
claim, and related pragmatic consider-
ations. Proportionate weight will be
given the court costs and attorney fees
which may be assessed against the
Government if it is unsuccessful in liti-
gation, having regard for the litigative
risks involved. (See 28 U.S.C. 2412.)

[52 FR 42110, Nov. 3, 1987]

§ 1.933 Cost of collecting claim.

The Department of Veterans Affairs
will attempt to compromise claims
when the cost of collection does not
justify enforced collection of the full
amount. The amount accepted in com-
promise in such cases may reflect an
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appropriate discount for the adminis-
trative and litigative costs of collec-
tion, having regard for the time re-
quired to effect collection. The cost of
collection normally will be a propor-
tionately greatly factor in the settle-
ment of small claims.

§ 1.934 Enforcement policy.

Statutory penalties, interest, and ad-
ministrative costs which are estab-
lished as an aid to enforcement and to
compel compliance may be com-
promised pursuant to §§ 1.930 through
1.938. However, such additional costs on
debts will be considered for com-
promise only in connection with com-
promise of the total amount of the debt
(original amount of debt plus interest
and costs). Interest, administrative
costs, and other additional costs will
never be considered for compromise
separately or exclusively from the
original amount of the debt.

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

[52 FR 42110, Nov. 3, 1987]

§ 1.935 Joint and several liability.

When two or more debtors are jointly
and severally liable, collection action
will not be withheld against one such
debtor until the other or others pay
their proportionate shares. VA shall
not attempt to allocate the burden of
paying such claims as between the
debtors, but shall proceed to liquidate
the indebtedness as quickly as possible.
Proper measures shall be taken to in-
sure that a compromise with one such
debtor does not release VA’s claim
against the remaining debtor. The
amount of a compromise accepted from
one debtor shall not be considered as a
precedent or as morally binding in de-
termining the amount which will be re-
quired from the other debtor held to be
jointly and severally liable on the
claim.

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

[52 FR 42110, Nov. 3, 1987]

§ 1.936 Settlement for a combination of
reasons.

VA may compromise specific claims
for any combination of reasons author-
ized by sections 1.930–1.938.

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

[57 FR 47264, Oct. 15, 1992]

§ 1.937 Further review of compromise
offers.

VA may refer to the GAO or Depart-
ment of Justice firm written offers,
plus supporting data, from debtors
when there is doubt whether the offers
should be accepted.

[52 FR 42110, Nov. 3, 1987]

§ 1.938 Restrictions.
VA will not accept either a percent-

age of a debtor’s profits or stock in a
debtor corporation in compromise of a
claim. In negotiating a compromise
with a business concern, consideration
shall be given to requiring a waiver of
the tax-loss-carry-forward and tax-loss-
carry-back rights of the debtor.

[52 FR 42110, Nov. 3, 1987]

STANDARDS FOR SUSPENDING OR
TERMINATING COLLECTION ACTION

SOURCE: Sections 1.940 to 1.943 appear at 32
FR 2615, Feb. 8, 1967, unless otherwise noted.

§ 1.940 Scope and application.
(a) The standards set forth in §§ 1.940

through 1.943 apply to the suspension
and or termination of collection action
pursuant to 31 U.S.C. 3711(a)(3) on
claims which do not exceed $100,000, ex-
clusive of interest and other late pay-
ment charges, after deducting the
amount of partial payments or collec-
tions, if any. VA may suspend or termi-
nate collection action under §§ 1.940
through 1.943 with respect to claims for
money or property arising out of the
Department’s activities prior to the re-
ferral of such claims to GAO or the De-
partment of Justice for litigation. The
Comptroller General may authorize
such authority with respect to such
claims referred to GAO by VA prior to
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