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unsecured claim for administrative col-
lection should attempt to obtain an ex-
ecuted confess-judgment note, com-
parable to the Department of Justice
Form USA–70a, from a debtor when the
total amount of the deferred install-
ments will exceed $750. Such notes may
be sought when an unsecured obliga-
tion of a lesser amount is involved.
When attempting to obtain confess-
judgment notes, agencies should pro-
vide their debtors with written expla-
nation of the consequences of signing
the note, and should maintain docu-
mentation sufficient to demonstrate
that the debtor has signed the note
knowingly and voluntarily. Security
for deferred payments other than a
confess-judgment note may be accepted
in appropriate cases. An agency may
accept installment payments notwith-
standing the refusal of a debtor to exe-
cute a confess-judgment note or to give
other security, at the agency’s option.

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

§ 20.34 Exclusions.
(a) Agencies are not authorized by

section 10 of the Debt Collection Act of
1982 (31 U.S.C. 3716) to use administra-
tive offset with respect to: (1) Debts
owed by any State or local Govern-
ment; (2) debts arising under or pay-
ments made under the Social Security
Act, the Internal Revenue Code of 1954,
or the tariff laws of the United States;
or (3) any case in which collection of
the type of debt involved by adminis-
trative offset is explicitly provided for
or prohibited by another statute. How-
ever, unless otherwise provided by con-
tract or law, debts or payments which
are not subject to administrative offset
under 31 U.S.C. 3716 may be collected
by administrative offset under the
common law or other applicable statu-
tory authority, pursuant to this para-

graph or agency regulations estab-
lished pursuant to such other statutory
authority.

(b) This section should not be con-
strued as prohibiting use of these au-
thorities or requirements when col-
lecting debts owed by persons em-
ployed by agencies administering the
laws cited in the preceding paragraph
unless the debt ‘‘arose under’’ those
laws.

(c) Collection by offset against a
judgment obtained by a debtor against
the United States shall be accom-
plished in accordance with 31 U.S.C.
3728.

§ 20.35 Additional administrative col-
lection action.

Nothing contained in this subpart is
intended to preclude the utilization of
any other administrative remedy
which may be available.

§ 20.36 Prior provision of rights with
respect to debt.

To the extent that the rights of the
debtor in relation to the same debt
have been previously provided under
some other statutory or regulatory au-
thority, the agency is not required to
duplicate those efforts before taking
administrative offset.

§ 20.37 Responsibilities of the Chief Fi-
nancial Officer.

The Chief Financial Officer, or his or
her designee, shall provide appropriate
and binding written or other guidance
to Department of Labor agencies and
officials in carrying out this subpart,
including the issuance of guidelines
and instructions, which he or she may
deem appropriate. The Chief Financial
Officer shall also take such administra-
tive steps as may be appropriate to
carry out the purposes and ensure the
effective implementation of this regu-
lation.

Subpart C—Interest, Penalties and
Administrative Costs

§ 20.50 Purpose and scope.
The regulations in this subpart es-

tablish the policies and procedures to
implement section 11 of the Debt Col-
lection Act of 1982 (Pub. L. 97–365), 31
U.S.C. 3717. Among other things, this
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statute authorizes the head of each
agency to assess interest, penalties and
administrative costs against debtors
with respect to delinquent debts aris-
ing under the agency’s program. This
subpart establishes the standards and
procedures that will be followed by the
Department of Labor in assessing such
charges.

§ 20.51 Exemptions.

(a) The provisions of 31 U.S.C. 3717 do
not apply:

(1) To debts owed by any State or
local government;

(2) To debts arising under contracts
which were executed prior to, and were
in effect on (i.e., were not completed as
of), October 25, 1982;

(3) To debts where an applicable stat-
ute, regulation required by statute,
loan agreement, or contract either pro-
hibits such charges or explicitly fixes
the charges that apply to the debts in-
volved; or

(4) To debts arising under the Social
Security Act, the Internal Revenue
Code of 1954, or the tariff laws of the
United States.

(b) Agencies are authorized to assess
interest and related charges on debts
which are not subject to 31 U.S.C. 3717
to the extent authorized under the
common law or other applicable statu-
tory authority.

§ 20.52 Definitions.

For purposes of this subpart—
(a) The terms claim and debt are

deemed synonymous and interchange-
able. They refer to an amount of
money or property which has been de-
termined by an appropriate agency of-
ficial to be owed to the United States
from any person, organization or enti-
ty, except another federal agency.

(b) A debt is considered delinquent if
it has not been paid by the date speci-
fied in the agency’s initial demand let-
ter (§ 20.54), unless satisfactory pay-
ment arrangements have been made by
that date, or if, at any time thereafter,
the debtor fails to satisfy his obliga-
tions under payment agreement with
the Department of Labor, or any agen-
cy thereof.

§ 20.53 Agency responsibilities.
(a) The Department of Labor agency

responsible for administering the pro-
gram under which a delinquent debt
arose shall assess interest and related
charges on the debt, in accordance with
guidelines established by the Chief Fi-
nancial Officer. In the case where a
debt arises under the program of two or
more Department of Labor agencies, or
in such other instances as the Chief Fi-
nancial Officer, or his or her designee,
may deem appropriate, the Chief Fi-
nancial Officer, or his or her designee,
may determine which agency, or offi-
cial, shall have responsibility for car-
rying out the provisions of this sub-
part.

(b) Before assessing any charges on a
delinquent debt, the responsible agency
must notify the debtor of the Depart-
ment’s policies for assessing interest,
penalties and administrative costs and
must ensure that the debt is overdue
for the respective periods specified in
these regulations.

(c) Each Department of Labor agency
is responsible for ensuring the contin-
ued accuracy of calculations and
records relating to its assessment of
charges, and for the prompt notifica-
tion of the debtor of any substantial
change in the status or amount of the
claim. As appropriate, the Agencies
should promptly follow up on any alle-
gation made by a debtor that principal
or charges is in error. Agencies should
respond promptly to communication
from the debtor, within 30 days when-
ever feasible.

§ 20.54 Notification of charges.
The agency head (or designee) re-

sponsible for carrying out the provi-
sions of this subpart shall mail or
hand-deliver an initial demand for pay-
ment to the debtor. In the initial de-
mand, the debtor shall be notified that
interest on the debt will start to ac-
crue from the date on which the notice
is mailed or hand-delivered, but that
payment of interest will be waived if
the debt is paid by the due date, or
within 30 days of the date of notice, if
no due date is specified. The initial de-
mand shall also state that administra-
tive costs of recovering the delinquent
debt will be assessed if payment is not
received by the due date.
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§ 20.55 Second and subsequent notifi-
cations.

(a) In accordance with guidelines es-
tablished by the Chief Financial Offi-
cer, the responsible agency head (or
designee) shall send progressively
stronger second and subsequent de-
mands for payment, if payment or
other appropriate response is not re-
ceived within the time specified by the
initial demand. Unless a response to
the first or second demand indicates
that a further demand would be futile
or the debtor’s response does not re-
quire rebuttal, the second and subse-
quent demands shall generally be made
at 30 day intervals from the first, and
shall state that a 6 percent per annum
penalty will be assessed after the debt
has been delinquent 90 days, accruing
from the date it became delinquent.
The second and subsequent demands
shall also identify the amount of inter-
est then accrued on the debt, as well as
administrative costs thus far assessed.
In determining the timing of the de-
mand letters, agencies should give due
regard to the need to act promptly so
that, as a general rule, if necessary to
refer the debt to the Department of
Justice for litigation, such referral can
be made within one year of the final
determination of the fact and the
amount of the debt. When the agency
head (or designee) deems it appropriate
to protect the government’s interests
(for example, to prevent the statute of
limitations 28 U.S.C. 2415, from expir-
ing), written demand may be preceded
by other appropriate actions, including
immediate referral for litigation.

(b) Agencies shall also include in
their demand letters the notice provi-
sions to debtors required by other regu-
lations of the Labor Department, per-
taining to waiver of the indebtedness,
administrative offset, salary offset and
disclosure of information to credit re-
porting agencies, to the extent that
such inclusion is appropriate and prac-
ticable.

§ 20.56 Delivery of notices.
The responsible agency head (or des-

ignee) shall exercise due care to ensure
that demand letters are dated and
mailed or hand-delivered on the same
day that they are actually dated. If
evidence suggests that the debtor is no

longer located at the address of record,
reasonable action shall be taken to ob-
tain a current address.

§ 20.57 Accrual of interest.
Interest shall accrue from the date

on which notice of the debt and the in-
terest requirements is first mailed or
hand-delivered to the debtor, using the
most current address that is available
to the agency.

§ 20.58 Rate of interest.
(a) The rate of interest assessed shall

be the rate of the current value of
funds to the United States Treasury as
published in the FEDERAL REGISTER (as
of the date the notice is sent), unless
another rate is specified by statute,
regulations or preexisting contract
condition. The Office of the Chief Fi-
nancial Officer will notify agencies
promptly of the current Treasury rate.
The responsible agency may assess a
higher rate of interest if it reasonably
determines that a higher rate is nec-
essary to protect the interests of the
United States, and such rate is agreed
to by the Chief Financial Officer (or his
designee). The rate of interest pre-
scribed in section 6621 of the Internal
Revenue Code shall be sought for
backwages recovered in litigation by
the Department.

(b) The rate of interest as initially
assessed shall remain fixed for the du-
ration of the indebtedness, except that
where a debtor has defaulted on a re-
payment agreement and seeks to enter
into a new agreement, the agency may
set a new interest rate which reflects
the current value of funds to the Treas-
ury at the time the new agreement is
executed.

(c) Interest shall not be assessed on
interest, penalties or administrative
costs required by this subpart. How-
ever, if the debtor defaults on a pre-
vious repayment agreement, charges
which accrued but were not collected
under the defaulted agreement shall be
added to the principal to be paid under
a new repayment agreement.

§ 20.59 Assessment of administrative
costs.

(a) The Department of Labor agency
responsible for collecting the claim
shall assess against debtors charges to
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cover administrative costs incurred as
a result of the delinquent debt; that is,
the additional costs incurred in proc-
essing and handling the debt because it
became delinquent. Calculation of ad-
ministrative costs shall be based on
cost analyses establishing an average
of actual additional costs incurred by
the agency in processing and handling
claims against other debtors in similar
stages of delinquency.

(b) In addition to assessing the costs
listed in the administrative cost fee
schedule, the responsible agency may
include the costs incurred in obtaining
a credit report or in using a private
debt collector, to the extent they are
attributable to delinquency.

(c) The Chief Financial Officer shall
issue each year a schedule providing
the costs associated with various com-
mon activities required to collect de-
linquent debts.

§ 20.60 Application of partial payments
to amounts owed.

When a debt is paid in partial or in-
stallment payments, amounts received
by the responsible agency should be ap-
plied first to outstanding penalty and
administrative cost charges, second to
accrued interest, and third to out-
standing principal.

§ 20.61 Waiver.
(a) The Department of Labor agency

responsible for collecting the claim
shall waive the collection of interest
on the debt or any portion of the debt
which is paid within 30 days after the
date on which interest began to accrue.
This 30-day period may be extended for
another 30 days on a case-by-case basis,
if the agency reasonably determines
that such action is appropriate, and is
in accordance with these regulations.
Also, the responsible agency may waive
charges assessed under this subpart,
based on criteria specified in the Fed-
eral Claims Collection Standards relat-
ing to the compromise of claims (with-
out regard to the amount of the debt),
or if the agency determines that collec-
tion of these charges would be against
equity and good conscience or not be in
the best interests of the United States.
Waiver under the first sentence of this
paragraph is mandatory. Under the sec-
ond and third sentences waiver is per-

missive and may be exercised only in
accordance with the standards set by
these regulations.

(b) Agencies may waive interest and
other charges under appropriate cir-
cumstances, including, for example:

(1) Pending consideration of a request
for reconsideration, administrative re-
view, or waiver under a permissive
statute,

(2) If the agency has accepted an in-
stallment plan, there is no fault or
lack of good faith on the part of the
debtor, and the amount of interest is
large enough in relation to the size of
the debt and the amount of the install-
ments that the debtor can reasonably
afford to pay so that the debt can never
be repaid, or

(3) If repayment of the full amount of
the debt is made after the date upon
which interest and other charges be-
came payable and the estimated costs
of recovering the residual interest bal-
ance exceed the amount owed the
Agency.

(c) Where a mandatory waiver or re-
view statute applies, interest and re-
lated charges may not be assessed for
those periods during which collection
action must be suspended.

§ 20.62 Responsibilities of the Chief Fi-
nancial Officer.

The Chief Financial Officer, or his or
her designee, shall provide appropriate
and binding written or other guidance
to Department of Labor agencies and
officials in carrying out this subpart,
including the issuance of guidelines
and instructions, which he or she may
deem appropriate. The Chief Financial
Officer shall also take such administra-
tive steps as may be appropriate to
carry out the purposes and ensure the
effective implementation of this regu-
lation.

Subpart D—Salary Offset

SOURCE: 52 FR 3772, Feb. 5, 1987, unless oth-
erwise noted.

§ 20.74 Purpose.
(a) The regulations in this subpart

establish procedures to implement sec-
tion 5 of the Debt Collection Act of 1982
(Pub. L. 97–365), 5 U.S.C. 5514. This stat-
ute authorizes the head of each agency
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