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(b) Litigation. Treasury entities shall 
promptly refer to the Department of 
Justice for litigation delinquent Treas-
ury debts on which aggressive collec-
tion activity has been taken in accord-
ance with this part and that should not 
be compromised, and on which collec-
tion activity should not be suspended 
or terminated. See 31 CFR part 904. 
Treasury entities may authorize the 
Financial Management Service to refer 
to the Department of Justice for litiga-
tion those delinquent Treasury debts 
that have been transferred to the Fi-
nancial Management Service under § 5.9 
of this part. 

§ 5.17 Will a debtor who owes a Treas-
ury debt be ineligible for Federal 
loan assistance or Federal licenses, 
permits or privileges? 

(a) Delinquent debtors barred from ob-
taining Federal loans or loan insurance or 
guaranties. As required by 31 U.S.C. 
3720B and 31 CFR 901.6, Treasury enti-
ties will not extend financial assist-
ance in the form of a loan, loan guar-
antee, or loan insurance to any person 
delinquent on a debt owed to a Federal 
agency. This prohibition does not apply 
to disaster loans. Treasury entities 
may extend credit after the delin-
quency has been resolved. See 31 CFR 
285.13 for standards defining when a 
‘‘delinquency’’ is ‘‘resolved’’ for pur-
poses of this prohibition. 

(b) Suspension or revocation of eligi-
bility for licenses, permits, or privileges. 
Unless prohibited by law, Treasury en-
tities should suspend or revoke li-
censes, permits, or other privileges for 
any inexcusable or willful failure of a 
debtor to pay a debt. The Treasury en-
tity responsible for distributing the li-
censes, permits, or other privileges will 
establish policies and procedures gov-
erning suspension and revocation for 
delinquent debtors. If applicable, 
Treasury entities will advise the debtor 
in the notice required by § 5.4 of this 
part of the Treasury entities’ ability to 
suspend or revoke licenses, permits or 
privileges. See § 5.4(a)(16) of this part. 

§ 5.18 How does a debtor request a 
special review based on a change in 
circumstances such as catastrophic 
illness, divorce, death, or disability? 

(a) Material change in circumstances. A 
debtor who owes a Treasury debt may, 

at any time, request a special review 
by the applicable Treasury entity of 
the amount of any offset, administra-
tive wage garnishment, or voluntary 
payment, based on materially changed 
circumstances beyond the control of 
the debtor such as, but not limited to, 
catastrophic illness, divorce, death, or 
disability. 

(b) Inability to pay. For purposes of 
this section, in determining whether an 
involuntary or voluntary payment 
would prevent the debtor from meeting 
essential subsistence expenses (costs 
incurred for food, housing, clothing, 
transportation, and medical care), the 
debtor shall submit a detailed state-
ment and supporting documents for the 
debtor, his or her spouse, and depend-
ents, indicating: 

(1) Income from all sources; 
(2) Assets; 
(3) Liabilities; 
(4) Number of dependents; 
(5) Expenses for food, housing, cloth-

ing, and transportation; 
(6) Medical expenses; and 
(7) Exceptional expenses, if any. 
(c) Alternative payment arrangement. If 

the debtor requests a special review 
under this section, the debtor shall 
submit an alternative proposed pay-
ment schedule and a statement to the 
Treasury entity collecting the debt, 
with supporting documents, showing 
why the current offset, garnishment or 
repayment schedule imposes an ex-
treme financial hardship on the debtor. 
The Treasury entity will evaluate the 
statement and documentation and de-
termine whether the current offset, 
garnishment, or repayment schedule 
imposes extreme financial hardship on 
the debtor. The Treasury entity shall 
notify the debtor in writing of such de-
termination, including, if appropriate, 
a revised offset, garnishment, or pay-
ment schedule. If the special review re-
sults in a revised offset, garnishment, 
or repayment schedule, the Treasury 
entity will notify the appropriate agen-
cy or other persons about the new 
terms. 

§ 5.19 Will Treasury entities issue a re-
fund if money is erroneously col-
lected on a debt? 

Treasury entities shall promptly re-
fund to a debtor any amount collected 
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on a Treasury debt when the debt is 
waived or otherwise found not to be 
owed to the United States, or as other-
wise required by law. Refunds under 
this part shall not bear interest unless 
required by law. 

Subpart C—Procedures for Offset 
of Treasury Department Pay-
ments To Collect Debts Owed 
to Other Federal Agencies 

§ 5.20 How do other Federal agencies 
use the offset process to collect 
debts from payments issued by a 
Treasury entity? 

(a) Offset of Treasury entity payments 
to collect debts owed to other Federal 
agencies. (1) In most cases, Federal 
agencies submit eligible debts to the 
Treasury Offset Program to collect de-
linquent debts from payments issued 
by Treasury entities and other Federal 
agencies, a process known as ‘‘central-
ized offset.’’ When centralized offset is 
not available or appropriate, any Fed-
eral agency may ask a Treasury entity 
(when acting as a ‘‘payment agency’’) 
to collect a debt owed to such agency 
by offsetting funds payable to a debtor 
by the Treasury entity, including sal-
ary payments issued to Treasury enti-
ty employees. This section and § 5.21 of 
this subpart C apply when a Federal 
agency asks a Treasury entity to offset 
a payment issued by the Treasury enti-
ty to a person who owes a debt to the 
United States. 

(2) This subpart C does not apply to 
Treasury debts. See §§ 5.10 through 5.12 
of this part for offset procedures appli-
cable to Treasury debts. 

(3) This subpart C does not apply to 
the collection of non-Treasury debts 
through tax refund offset. See 31 CFR 
285.2 for tax refund offset procedures. 

(b) Administrative offset (including sal-
ary offset); certification. A Treasury en-
tity will initiate a requested offset 
only upon receipt of written certifi-
cation from the creditor agency that 
the debtor owes the past-due, legally 
enforceable debt in the amount stated, 
and that the creditor agency has fully 
complied with all applicable due proc-
ess and other requirements contained 
in 31 U.S.C. 3716, 5 U.S.C. 5514, and the 
creditor agency’s regulations, as appli-
cable. Offsets will continue until the 

debt is paid in full or otherwise re-
solved to the satisfaction of the cred-
itor agency. 

(c) Where a creditor agency makes re-
quests for offset. Requests for offset 
under this section shall be sent to the 
U.S. Department of the Treasury, 
ATTN: Deputy Chief Financial Officer, 
1500 Pennsylvania Avenue, NW., Atten-
tion: Metropolitan Square, Room 6228, 
Washington, DC 20220. The Deputy 
Chief Financial Officer will forward the 
request to the appropriate Treasury en-
tity for processing in accordance with 
this subpart C. 

(d) Incomplete certification. A Treas-
ury entity will return an incomplete 
debt certification to the creditor agen-
cy with notice that the creditor agency 
must comply with paragraph (b) of this 
section before action will be taken to 
collect a debt from a payment issued 
by a Treasury entity. 

(e) Review. A Treasury entity is not 
authorized to review the merits of the 
creditor agency’s determination with 
respect to the amount or validity of 
the debt certified by the creditor agen-
cy. 

(f) When Treasury entities will not com-
ply with offset request. A Treasury enti-
ty will comply with the offset request 
of another agency unless the Treasury 
entity determines that the offset would 
not be in the best interests of the 
United States, or would otherwise be 
contrary to law. 

(g) Multiple debts. When two or more 
creditor agencies are seeking offsets 
from payments made to the same per-
son, or when two or more debts are 
owed to a single creditor agency, the 
Treasury entity that has been asked to 
offset the payments may determine the 
order in which the debts will be col-
lected or whether one or more debts 
should be collected by offset simulta-
neously. 

(h) Priority of debts owed to Treasury 
entity. For purposes of this section, 
debts owed to a Treasury entity gen-
erally take precedence over debts owed 
to other agencies. The Treasury entity 
that has been asked to offset the pay-
ments may determine whether to pay 
debts owed to other agencies before 
paying a debt owed to a Treasury enti-
ty. The Treasury entity that has been 
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