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(e)(1), (e)(4) (G), (H), and (I), and (f) of 
5 U.S.C. 552a and from the provisions of 
this part: 

Personnel Security Files—FCSIC. 

PART 1408—COLLECTION OF 
CLAIMS OWED THE UNITED STATES 

Subpart A—Administrative Collection of 
Claims 

Sec. 
1408.1 Authority. 
1408.2 Applicability. 
1408.3 Definitions. 
1408.4 Delegation of authority. 
1408.5 Responsibility for collection. 
1408.6 Demand for payment. 
1408.7 Right to inspect and copy records. 
1408.8 Right to offer to repay claim. 
1408.9 Right to agency review. 
1408.10 Review procedures. 
1408.11 Special review. 
1408.12 Charges for interest, administrative 

costs, and penalties. 
1408.13 Contracting for collection services. 
1408.14 Reporting of credit information. 
1408.15 Credit report. 

Subpart B—Administrative Offset 

1408.20 Applicability. 
1408.21 Collection by offset. 
1408.22 Notice requirements before offset. 
1408.23 Right to review of claim. 
1408.24 Waiver of procedural requirements. 
1408.25 Coordinating offset with other Fed-

eral agencies. 
1408.26 Stay of offset. 
1408.27 Offset against amounts payable from 

Civil Service Retirement and Disability 
Fund. 

Subpart C—Offset Against Salary 

1408.35 Purpose. 
1408.36 Applicability of regulations. 
1408.37 Definitions. 
1408.38 Waiver requests and claims to the 

General Accounting Office. 
1408.39 Procedures for salary offset. 
1408.40 Refunds. 
1408.41 Requesting current paying agency to 

offset salary. 
1408.42 Responsibility of the Corporation as 

the paying agency. 
1408.43 Nonwaiver of rights by payments. 

AUTHORITY: Sec. 5.58 of the Farm Credit 
Act (12 U.S.C. 2277a-7); 31 U.S.C. 3701–3719; 5 
U.S.C. 5514; 4 CFR parts 101–105; 5 CFR part 
550. 

SOURCE: 59 FR 24899, May 13, 1994, unless 
otherwise noted. 

Subpart A—Administrative 
Collection of Claims 

§ 1408.1 Authority. 
The regulations of this part are 

issued under the Federal Claims Collec-
tion Act of 1966, as amended by the 
Debt Collection Act of 1982, 31 U.S.C. 
3701–3719 and 5 U.S.C. 5514, and in con-
formity with the joint regulations 
issued under that Act by the General 
Accounting Office and the Department 
of Justice (joint regulations) pre-
scribing standards for administrative 
collection, compromise, suspension, 
and termination of agency collection 
actions, and referral to the General Ac-
counting Office and to the Department 
of Justice for litigation of civil claims 
for money or property owed to the 
United States (4 CFR parts 101–105). 

§ 1408.2 Applicability. 
This part applies to all claims of in-

debtedness due and owing to the United 
States and collectible under procedures 
authorized by the Federal Claims Col-
lection Act of 1966, as amended by the 
Debt Collection Act of 1982. The joint 
regulations and this part do not apply 
to conduct in violation of antitrust 
laws, tax claims, claims between Fed-
eral agencies, or to any claim which 
appears to involve fraud, presentation 
of a false claim, or misrepresentation 
on the part of the debtor or any other 
party having an interest in the claim, 
unless the Justice Department author-
izes the Farm Credit System Insurance 
Corporation, pursuant to 4 CFR 101.3, 
to handle the claim in accordance with 
the provisions of 4 CFR parts 101 
through 105. Additionally, this part 
does not apply to Farm Credit System 
Insurance Corporation’s premiums reg-
ulations under part 1410 of this chap-
ter. 

§ 1408.3 Definitions. 
In this part (except where the term is 

defined elsewhere in this part), the fol-
lowing definitions shall apply: 

(a) Administrative offset or offset, as 
defined in 31 U.S.C. 3701(a)(1), means 
withholding money payable by the 
United States Government to, or held 
by the Government for, a person to sat-
isfy a debt the person owes the Govern-
ment. 
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(b) Agency means a department, agen-
cy, or instrumentality in the executive 
or legislative branch of the Govern-
ment. 

(c) Claim or debt means money or 
property owed by a person or entity to 
an agency of the Federal Government. 
A ‘‘claim’’ or ‘‘debt’’ includes amounts 
due the Government from loans insured 
by or guaranteed by the United States 
and all other amounts due from fees, 
leases, rents, royalties, services, sales 
of real or personal property, overpay-
ment, penalties, damages, interest, and 
fines. 

(d) Claim certification means a cred-
itor agency’s written request to a pay-
ing agency to effect an administrative 
offset. 

(e) Corporation means the Farm Cred-
it System Insurance Corporation. 

(f) Creditor agency means an agency 
to which a claim or debt is owed. 

(g) Debtor means the person or entity 
owing money to the Federal Govern-
ment. 

(h) Hearing official means an indi-
vidual who is responsible for reviewing 
a claim under § 1408.10. 

(i) Paying agency means an agency of 
the Federal Government owing money 
to a debtor against which an adminis-
trative or salary offset can be effected. 

(j) Salary offset means an administra-
tive offset to collect a debt under 5 
U.S.C. 5514 by deductions at one or 
more officially established pay inter-
vals from the current pay account of a 
debtor. 

§ 1408.4 Delegation of authority. 
The Corporation official(s) des-

ignated by the Chairman of the Farm 
Credit System Insurance Corporation 
are authorized to perform all duties 
which the Chairman is authorized to 
perform under these regulations, the 
Federal Claims Collection Act of 1966, 
as amended, and the joint regulations 
issued under that Act. 

§ 1408.5 Responsibility for collection. 
(a) The collection of claims shall be 

aggressively pursued in accordance 
with the provisions of the Federal 
Claims Collection Act of 1966, as 
amended, the joint regulations issued 
under that Act, and these regulations. 
Debts owed to the United States, to-

gether with charges for interest, pen-
alties, and administrative costs, should 
be collected in one lump sum unless 
otherwise provided by law. If a debtor 
requests installment payments, the 
debtor, as requested by the Corpora-
tion, shall provide sufficient informa-
tion to demonstrate that the debtor is 
unable to pay the debt in one lump 
sum. When appropriate, the Corpora-
tion shall arrange an installment pay-
ment schedule. Claims which cannot be 
collected directly or by administrative 
offset shall be either written off as ad-
ministratively uncollectible or referred 
to the General Counsel for further con-
sideration. 

(b) The Chairman, or designee of the 
Chairman, may compromise claims for 
money or property arising out of the 
activities of the Corporation, where the 
claim (exclusive of charges for interest, 
penalties, and administrative costs) 
does not exceed $100,000. When the 
claim exceeds $100,000 (exclusive of 
charges for interest, penalties, and ad-
ministrative costs), the authority to 
accept a compromise rests solely with 
the Department of Justice. The stand-
ards governing the compromise of 
claims are set forth in 4 CFR part 103. 

(c) The Chairman, or designee of the 
Chairman, may suspend or terminate 
the collection of claims which do not 
exceed $100,000 (exclusive of charges for 
interest, penalties, and administrative 
costs) after deducting the amount of 
any partial payments or collections. If, 
after deducting the amount of any par-
tial payments or collections, a claim 
exceeds $100,000 (exclusive of charges 
for interest, penalties, and administra-
tive costs), the authority to suspend or 
terminate rests solely with the Depart-
ment of Justice. The standards gov-
erning the suspension or termination 
of claim collections are set forth in 4 
CFR part 104. 

(d) The Corporation shall refer 
claims to the Department of Justice 
for litigation or to the General Ac-
counting Office (GAO) for claims aris-
ing from audit exceptions taken by the 
GAO to payments made by the Cor-
poration in accordance with 4 CFR part 
105. 
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§ 1408.6 Demand for payment. 
(a) A total of three progressively 

stronger written demands at not more 
than 30-day intervals should normally 
be made upon a debtor, unless a re-
sponse or other information indicates 
that additional written demands would 
either be unnecessary or futile. When 
necessary to protect the Government’s 
interest, written demands may be pre-
ceded by other appropriate actions 
under Federal law, including imme-
diate referral for litigation and/or ad-
ministrative offset. 

(b) The initial demand for payment 
shall be in writing and shall inform the 
debtor of the following: 

(1) The amount of the debt, the date 
it was incurred, and the facts upon 
which the determination of indebted-
ness was made; 

(2) The payment due date, which 
shall be 30 calendar days from the date 
of mailing or hand delivery of the ini-
tial demand for payment; 

(3) The right of the debtor to inspect 
and copy the records of the agency re-
lated to the claim or to receive copies 
if personal inspection is impractical. 
The debtor shall be informed that the 
debtor may be assessed for the cost of 
copying the documents in accordance 
with § 1408.7; 

(4) The right of the debtor to obtain 
a review of the Corporation’s deter-
mination of indebtedness; 

(5) The right of the debtor to offer to 
enter into a written agreement with 
the agency to repay the amount of the 
claim. The debtor shall be informed 
that the acceptance of such an agree-
ment is discretionary with the agency; 

(6) That charges for interest, pen-
alties, and administrative costs will be 
assessed against the debtor, in accord-
ance with 31 U.S.C. 3717, if payment is 
not received by the payment due date; 

(7) That if the debtor has not entered 
into an agreement with the Corpora-
tion to pay the debt, has not requested 
the Corporation to review the debt, or 
has not paid the debt by the payment 
due date, the Corporation intends to 
collect the debt by all legally available 
means, which may include initiating 
legal action against the debtor, refer-
ring the debt to a collection agency for 
collection, collecting the debt by off-
set, or asking other Federal agencies 

for assistance in collecting the debt by 
offset; 

(8) The name and address of the Cor-
poration official to whom the debtor 
shall send all correspondence relating 
to the debt; and 

(9) Other information, as may be ap-
propriate. 

(c) If, prior to, during, or after com-
pletion of the demand cycle, the Cor-
poration determines to collect the debt 
by either administrative or salary off-
set, the Corporation shall follow, as ap-
plicable, the requirements for a Notice 
of Intent to Collect by Administrative 
Offset or a Notice of Intent to Collect 
by Salary Offset set forth in § 1408.22. 

(d) If no response to the initial de-
mand for payment is received by the 
payment due date, the Corporation 
shall take further action under this 
part, under the Federal Claims Collec-
tion Act of 1966, as amended, under the 
joint regulations (4 CFR parts 101–105), 
or under any other applicable State or 
Federal law. These actions may include 
reports to credit bureaus, referrals to 
collection agencies, termination of 
contracts, debarment, and salary or ad-
ministrative offset. 

§ 1408.7 Right to inspect and copy 
records. 

The debtor may inspect and copy the 
Corporation records related to the 
claim. The debtor shall give the Cor-
poration reasonable advanced notice 
that he/she intends to inspect and copy 
the records involved. The debtor shall 
pay copying costs unless they are 
waived by the Corporation. Copying 
costs shall be assessed pursuant to 
§ 1402.22 of this chapter. 

§ 1408.8 Right to offer to repay claim. 

(a) The debtor may offer to enter into 
a written agreement with the Corpora-
tion to repay the amount of the claim. 
The acceptance of such an offer and the 
decision to enter into such a written 
agreement is at the discretion of the 
Corporation. 

(b) If the debtor requests a repay-
ment arrangement because payment of 
the amount due would create a finan-
cial hardship, the Corporation shall 
analyze the debtor’s financial condi-
tion. The Corporation may enter into a 
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written agreement with the debtor per-
mitting the debtor to repay the debt in 
installments if the Corporation deter-
mines, in its sole discretion, that pay-
ment of the amount due would create 
an undue financial hardship for the 
debtor. The written agreement shall 
set forth the amount and frequency of 
installment payments and shall, in ac-
cordance with § 1408.12, provide for the 
imposition of charges for interest, pen-
alties, and administrative costs unless 
waived by the Corporation. 

(c) The written agreement may re-
quire the debtor to execute a confess- 
judgment note when the total amount 
of the deferred installments will exceed 
$750. The Corporation shall provide the 
debtor with a written explanation of 
the consequences of signing a confess- 
judgment note. The debtor shall sign a 
statement acknowledging receipt of 
the written explanation. The state-
ment shall recite that the written ex-
planation was read and understood be-
fore execution of the note and that the 
debtor signed the note knowingly and 
voluntarily. Documentation of these 
procedures will be maintained in the 
Corporation’s file on the debtor. 

§ 1408.9 Right to agency review. 
(a) If the debtor disputes the claim, 

the debtor may request a review of the 
Corporation’s determination of the ex-
istence of the debt or of the amount of 
the debt. If only part of the claim is 
disputed, the undisputed portion 
should be paid by the payment due 
date. 

(b) To obtain a review, the debtor 
shall submit a written request for re-
view to the Corporation official named 
in the initial demand letter, within 15 
calendar days after receipt of the let-
ter. The debtor’s request for review 
shall state the basis on which the 
claim is disputed. 

(c) The Corporation shall promptly 
notify the debtor, in writing, that the 
Corporation has received the request 
for review. The Corporation shall con-
duct its review of the claim in accord-
ance with § 1408.10. 

(d) Upon completion of its review of 
the claim, the Corporation shall notify 
the debtor whether the Corporation’s 
determination of the existence or 
amount of the debt has been sustained, 

amended, or canceled. The notification 
shall include a copy of the written de-
cision issued by the hearing official 
pursuant to § 1408.10(e). If the Corpora-
tion’s determination is sustained, this 
notification shall contain a provision 
which states that the Corporation in-
tends to collect the debt by all legally 
available means, which may include 
initiating legal action against the 
debtor, referring the debt to a collec-
tion agency for collection, collecting 
the debt by offset, or asking other Fed-
eral agencies for assistance in col-
lecting the debt by offset. 

§ 1408.10 Review procedures. 
(a) Unless an oral hearing is required 

by § 1408.23(d), the Corporation’s review 
shall be a review of the written record 
of the claim. 

(b) If an oral hearing is required 
under § 1408.23(d) the Corporation shall 
provide the debtor with a reasonable 
opportunity for such a hearing. The 
oral hearing, however, shall not be an 
adversarial adjudication and need not 
take the form of a formal evidentiary 
hearing. All significant matters dis-
cussed at the hearing, however, will be 
carefully documented. 

(c) Any review required by this part, 
whether a review of the written record 
or an oral hearing, shall be conducted 
by a hearing official. In the case of a 
salary offset, the hearing official shall 
not be under the supervision or control 
of the Chairman of the Farm Credit 
System Insurance Corporation. 

(d) The Corporation may be rep-
resented by legal counsel. The debtor 
may represent himself or herself or 
may be represented by an individual of 
the debtor’s choice and at the debtor’s 
expense. 

(e) The hearing official shall issue a 
final written decision based on docu-
mentary evidence and, if applicable, in-
formation developed at an oral hearing. 
The written decision shall be issued as 
soon as practicable after the review but 
not later than 60 days after the date on 
which the request for review was re-
ceived by the Corporation, unless the 
debtor requests a delay in the pro-
ceedings. A delay in the proceedings 
shall be granted if the hearing official 
determines, in his or her sole discre-
tion, that there is good cause to grant 
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the delay. If a delay is granted, the 60- 
day decision period shall be extended 
by the number of days by which the re-
view was postponed. 

(f) Upon issuance of the written opin-
ion, the Corporation shall promptly no-
tify the debtor of the hearing official’s 
decision. Said notification shall in-
clude a copy of the written decision 
issued by the hearing official pursuant 
to paragraph (e) of this section. 

§ 1408.11 Special review. 

(a) An employee subject to salary off-
set, under subpart C of this part, or a 
voluntary repayment agreement, may, 
at any time, request a special review 
by the Corporation of the amount of 
the salary offset or voluntary repay-
ment, based on materially changed cir-
cumstances such as, but not limited to, 
catastrophic illness, divorce, death, or 
disability. 

(b) To determine whether an offset 
would prevent the employee from 
meeting essential subsistence expenses 
(costs incurred for food, housing, cloth-
ing, transportation, and medical care), 
the employee shall submit a detailed 
statement and supporting documents 
for the employee, his or her spouse, and 
dependents 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) If the employee requests a special 

review under this section, the em-
ployee shall file an alternative pro-
posed offset or payment schedule and a 
statement, with supporting documents, 
showing why the current salary offset 
or payments result in an extreme fi-
nancial hardship to the employee. 

(d) The Corporation shall evaluate 
the statement and supporting docu-
ments, and determine whether the 
original offset or repayment schedule 
imposes an undue financial hardship on 
the employee. The Corporation shall 
notify the employee in writing of such 
determination, including, if appro-
priate, a revised offset or payment 
schedule. 

§ 1408.12 Charges for interest, admin-
istrative costs, and penalties. 

(a) Except as provided in paragraph 
(d) of this section, the Corporation 
shall: 

(1) Assess interest on unpaid claims; 
(2) Assess administrative costs in-

curred in processing and handling over-
due claims; and 

(3) Assess penalty charges not to ex-
ceed 6 percent a year on any part of a 
debt more than 90 days past due. 

The imposition of charges for inter-
est, administrative costs, and penalties 
shall be made in accordance with 31 
U.S.C. 3717. 

(b)(1) Interest shall accrue from the 
date of mailing or hand delivery of the 
initial demand for payment or the No-
tice of Intent to Collect by either Ad-
ministrative or Salary Offset if the 
amount of the claim is not paid within 
30 days from the date of mailing or 
hand delivery of the initial demand or 
notice. 

(2) The 30-day period may be ex-
tended on a case-by-case basis if the 
Corporation reasonably determines 
that such action is appropriate. Inter-
est shall only accrue on the principal 
of the claim and the interest rate shall 
remain fixed for the duration of the in-
debtedness, except, as provided in para-
graph (c) of this section, in cases where 
a debtor has defaulted on a repayment 
agreement and seeks to enter into a 
new agreement, or if the Corporation 
reasonably determines that a higher 
rate is necessary to protect the inter-
ests of the United States. 

(c) If a debtor defaults on a repay-
ment agreement and seeks to enter 
into a new agreement, the Corporation 
may assess a new interest rate on the 
unpaid claim. In addition, charges for 
interest, administrative costs, and pen-
alties which accrued but were not col-
lected under the original repayment 
agreement shall be added to the prin-
cipal of the claim to be paid under the 
new repayment agreement. Interest 
shall accrue on the entire principal 
balance of the claim, as adjusted to re-
flect any increase resulting from the 
addition of these charges. 

(d) The Corporation may waive 
charges for interest, administrative 
costs, and/or penalties if it determines 
that: 
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(1) The debtor is unable to pay any 
significant sum toward the claim with-
in a reasonable period of time; 

(2) Collection of charges for interest, 
administrative costs, and/or penalties 
would jeopardize collection of the prin-
cipal of the claim; 

(3) Collection of charges for interest, 
administrative costs, or penalties 
would be against equity and good con-
science; or 

(4) It is otherwise in the best interest 
of the United States, including the sit-
uation where an installment payment 
agreement or offset is in effect. 

§ 1408.13 Contracting for collection 
services. 

The Chairman, or designee of the 
Chairman, may contract for collection 
services in accordance with 31 U.S.C. 
3718 and 4 CFR 102.6 to recover debts. 

§ 1408.14 Reporting of credit informa-
tion. 

The Chairman, or designee of the 
Chairman, may disclose to a consumer 
reporting agency information that an 
individual is responsible for a debt 
owed to the United States. Information 
will be disclosed to reporting agencies 
in accordance with the terms and con-
ditions of agreements entered into be-
tween the Corporation and the report-
ing agencies. The terms and conditions 
of such agreements shall specify that 
all of the rights and protection af-
forded to the debtor under 31 U.S.C. 
3711(f) have been fulfilled. The Corpora-
tion shall notify each consumer report-
ing agency, to which a claim was dis-
closed, when the debt has been satis-
fied. 

§ 1408.15 Credit report. 
In order to aid the Corporation in 

making appropriate determinations re-
garding the collection and compromise 
of claims; the collection of charges for 
interest, administrative costs, and pen-
alties; the use of administrative offset; 
the use of other collection methods; 
and the likelihood of collecting the 
claim, the Corporation may institute, 
consistent with the provisions of the 
Fair Credit Reporting Act (15 U.S.C. 
1681, et seq.), a credit investigation of 
the debtor immediately following a de-
termination that the claim exists. 

Subpart B—Administrative Offset 
§ 1408.20 Applicability. 

(a) The provisions of this subpart 
shall apply to the collection of debts by 
administrative [or salary] offset under 
31 U.S.C. 3716, 5 U.S.C. 5514, or other 
statutory or common law. 

(b) Offset shall not be used to collect 
a debt more than 10 years after the 
Government’s right to collect the debt 
first accrued, unless facts material to 
the Government’s right to collect the 
debt were not known and could not rea-
sonably have been known by the offi-
cial or officials of the Government who 
were charged with the responsibility of 
discovering and collecting such debt. 

(c) Offset shall not be used with re-
spect to: 

(1) Debts owed by other agencies of 
the United States or by any State or 
local government; 

(2) Debts arising under or payments 
made under the Social Security Act, 
the Internal Revenue Code of 1986, as 
amended, or tariff laws of the United 
States; or 

(3) Any case in which collection by 
offset of the type of debt involved is ex-
plicitly provided for or prohibited by 
another statute. 

(d) Unless otherwise provided by con-
tract or law, debts or payments which 
are not subject to offset under 31 U.S.C. 
3716 or 5 U.S.C. 5514 may be collected 
by offset if such collection is author-
ized under common law or other appli-
cable statutory authority. 

§ 1408.21 Collection by offset. 
(a) Collection of a debt by adminis-

trative [or salary] offset shall be ac-
complished in accordance with the pro-
visions of these regulations, 4 CFR 
102.3, and 5 CFR part 550, subpart K. It 
is not necessary for the debt to be re-
duced to judgment or to be undisputed 
for offset to be used. 

(b) The Chairman, or designee of the 
Chairman, may determine that it is 
feasible to collect a debt to the United 
States by offset against funds payable 
to the debtor. 

(c) The feasibility of collecting a debt 
by offset will be determined on a case- 
by-case basis. This determination shall 
be made by considering all relevant 
factors, including the following: (1) The 
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degree to which the offset can be ac-
complished in accordance with law. 
This determination should take into 
consideration relevant statutory, regu-
latory, and contractual requirements; 

(2) The degree to which the Corpora-
tion is certain that its determination 
of the existence and amount of the debt 
is correct; 

(3) The practicality of collecting the 
debt by offset. The cost, in time and 
money, of collecting the debt by offset 
and the amount of money which can 
reasonably be expected to be recovered 
through offset will be relevant to this 
determination; and 

(4) Whether the use of offset will sub-
stantially interfere with or defeat the 
purpose of a program authorizing pay-
ments against which the offset is con-
templated. For example, under a grant 
program in which payments are made 
in advance of the grantee’s perform-
ance, the imposition of offset against 
such a payment may be inappropriate. 

(d) The collection of a debt by offset 
may not be feasible when there are cir-
cumstances which would indicate that 
the likelihood of collection by offset is 
less than probable. 

(e) The offset will be effected 31 days 
after the debtor receives a Notice of In-
tent to Collect by Administrative Off-
set (or Notice of Intent to Collect by 
Salary Offset if the offset is a salary 
offset), or upon the expiration of a stay 
of offset, unless the Corporation deter-
mines under § 1408.24 that immediate 
action is necessary. 

(f) If the debtor owes more than one 
debt, amounts recovered through offset 
may be applied to them in any order. 
Applicable statutes of limitation would 
be considered before applying the 
amounts recovered to any debts owed. 

§ 1408.22 Notice requirements before 
offset. 

(a) Except as provided in § 1408.24, the 
Corporation will provide the debtor 
with 30 calendar days’ written notice 
that unpaid debt amounts shall be col-
lected by administrative [or salary] 
offset (Notice of Intent to Collect by 
Administrative [or Salary] Offset) be-
fore the Corporation imposes offset 
against any money that is to be paid to 
the debtor. 

(b) The Notice of Intent to Collect by 
Administrative [or Salary] Offset shall 
be delivered to the debtor by hand or 
by mail and shall provide the following 
information: 

(1) The amount of the debt, the date 
it was incurred, and the facts upon 
which the determination of indebted-
ness was made; 

(2) In the case of an administrative 
offset, the payment due date, which 
shall be 30 calendar days from the date 
of mailing or hand delivery of the No-
tice; 

(3) In the case of a salary offset: 
(i) The Corporation’s intention to 

collect the debt by means of deduction 
from the employee’s current disposable 
pay account until the debt and all ac-
cumulated interest is paid in full; and 

(ii) The amount, frequency, proposed 
beginning date, and duration of the in-
tended deductions; 

(4) The right of the debtor to inspect 
and copy the records of the Corpora-
tion related to the claim or to receive 
copies if personal inspection is imprac-
tical. The debtor shall be informed that 
he/she shall be assessed for the cost of 
copying the documents in accordance 
with § 1408.7 of this part; 

(5) The right of the debtor to obtain 
a review of, and to request a hearing, 
on the Corporation’s determination of 
indebtedness, the propriety of col-
lecting the debt by offset, and, in the 
case of salary offset, the propriety of 
the proposed repayment schedule (i.e., 
the percentage of disposable pay to be 
deducted each pay period). The debtor 
shall be informed that to obtain a re-
view, the debtor shall deliver a written 
request for a review to the Corporation 
official named in the Notice, within 15 
calendar days after the debtor’s receipt 
of the Notice. In the case of a salary 
offset, the debtor shall also be in-
formed that the review shall be con-
ducted by an official arranged for by 
the Corporation who shall be a hearing 
official not under the control of the 
Chairman of the Farm Credit System 
Insurance Corporation, or an adminis-
trative law judge; 

(6) That the filing of a petition for 
hearing within 15 calendar days after 
receipt of the Notice will stay the com-
mencement of collection proceedings; 

VerDate Sep<11>2014 15:11 Aug 27, 2021 Jkt 253044 PO 00000 Frm 00679 Fmt 8010 Sfmt 8010 Y:\SGML\253044.XXX 253044sp
as

ch
al

 o
n 

D
S

K
JM

0X
7X

2P
R

O
D

 w
ith

 C
F

R



670 

12 CFR Ch. XIV (1–1–21 Edition) § 1408.23 

(7) That a final decision on the hear-
ing (if one is requested) will be issued 
at the earliest practical date, but not 
later than 60 days after the filing of the 
written request for review unless the 
employee requests, and the hearing of-
ficial grants, a delay in the pro-
ceedings; 

(8) The right of the debtor to offer to 
enter into a written agreement with 
the Corporation to repay the amount of 
the claim. The debtor shall be informed 
that the acceptance of such an agree-
ment is discretionary with the Cor-
poration; 

(9) That charges for interest, pen-
alties, and administrative costs shall 
be assessed against the debtor, in ac-
cordance with 31 U.S.C. 3717, if pay-
ment is not received by the payment 
due date. The debtor shall be informed 
that such assessments must be made 
unless excused in accordance with the 
Federal Claims Collection Standards (4 
CFR parts 103 and 104); 

(10) The amount of accrued interest 
and the amount of any other penalties 
or administrative costs which may 
have been added to the principal debt; 

(11) That if the debtor has not en-
tered into an agreement with the Cor-
poration to pay the debt, has not re-
quested the Corporation to review the 
debt, or has not paid the debt prior to 
the date on which the offset is to be 
imposed, the Corporation intends to 
collect the debt by administrative [or 
salary] offset or by requesting other 
Federal agencies for assistance in col-
lecting the debt by offset. The debtor 
shall be informed that the offset shall 
be imposed against any funds that 
might become available to the debtor, 
until the principal debt and all accu-
mulated interest and other charges are 
paid in full; 

(12) The date on which the offset will 
be imposed, which shall be 31 calendar 
days from the date of mailing or hand 
delivery of the Notice. The debtor shall 
be informed that the Corporation re-
serves the right to impose an offset 
prior to this date if the Corporation de-
termines that immediate action is nec-
essary; 

(13) That any knowingly false or friv-
olous statements, representations, or 
evidence may subject the debtor to: 

(i) Penalties under the False Claims 
Act, 31 U.S.C. 3729 through 3731, or any 
other applicable statutory authority; 

(ii) Criminal penalties under 18 
U.S.C. 286, 287, 1001, and 1002, or any 
other applicable statutory authority; 
and, with regard to employees, 

(iii) Disciplinary procedures appro-
priate under 5 U.S.C. chapter 75; 5 CFR 
part 752, or any other applicable stat-
ute or regulation; 

(14) The name and address of the Cor-
poration official to whom the debtor 
shall send all correspondence relating 
to the debt or the offset; 

(15) Any other rights and remedies 
available to the debtor under statutes 
or regulations governing the program 
for which the collection is being made; 

(16) That unless there are applicable 
contractual or statutory provisions to 
the contrary, amounts paid on or de-
ducted for the debt, which are later 
waived or found not owed to the United 
States, will be promptly refunded to 
the employee; and 

(17) Other information, as may be ap-
propriate. 

(c) When the procedural requirements 
of this section have been provided to 
the debtor in connection with the same 
debt or under some other statutory or 
regulatory authority, the Corporation 
is not required to duplicate those re-
quirements before effecting offset. 

§ 1408.23 Right to review of claim. 
(a) If the debtor disputes the claim, 

the debtor may request a review of the 
Corporation’s determination of the ex-
istence of the debt, the amount of the 
debt, the propriety of collecting the 
debt by offset, and in the case of salary 
offset, the propriety of the proposed re-
payment schedule. If only part of the 
claim is disputed, the undisputed por-
tion should be paid by the payment due 
date. 

(b) To obtain a review, the debtor 
shall submit a written request for re-
view to the Corporation official named 
in the Notice of Intent to Collect by 
Administrative [or Salary] Offset with-
in 15 calendar days after receipt of the 
notice. The debtor’s written request for 
review shall state the basis on which 
the claim is disputed and shall specify 
whether the debtor requests an oral 
hearing or a review of the written 
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record of the claim. If an oral hearing 
is requested, the debtor shall explain in 
the request why the matter cannot be 
resolved by a review of the documen-
tary evidence alone. 

(c) The Corporation shall promptly 
notify the debtor, in writing, that the 
Corporation has received the request 
for review. The Corporation shall con-
duct its review of the claim in accord-
ance with § 1408.10. 

(d) The Corporation’s review of the 
claim, under this section, shall include 
providing the debtor with a reasonable 
opportunity for an oral hearing if: 

(1) An applicable statute authorizes 
or requires the Corporation to consider 
waiver of the indebtedness, the debtor 
requests waiver of the indebtedness, 
and the waiver determination turns on 
an issue of credibility or veracity; or 

(2) The debtor requests reconsider-
ation of the debt and the Corporation 
determines that the question of the in-
debtedness cannot be resolved by re-
viewing the documentary evidence; for 
example, when the validity of the debt 
turns on an issue of credibility or ve-
racity. 

(e) A debtor waives the right to a 
hearing and will have his or her debt 
offset in accordance with the proposed 
offset schedule if the debtor: 

(1) Fails to file a written request for 
review within the timeframe set forth 
in paragraph (b) of this section, unless 
the Corporation determines that the 
delay was the result of circumstances 
beyond his or her control; or 

(2) Fails to appear at an oral hearing 
of which he or she was notified unless 
the hearing official determines that 
the failure to appear was due to cir-
cumstances beyond the employee’s 
control. 

(f) Upon completion of its review of 
the claim, the Corporation shall notify 
the debtor whether the Corporation’s 
determination of the existence or 
amount of the debt has been sustained, 
amended, or canceled. The notification 
shall include a copy of the written de-
cision issued by the hearing official, 
pursuant to § 1408.10(e). If the Corpora-
tion’s determination is sustained, this 
notification shall contain a provision 
which states that the Corporation in-
tends to collect the debt by offset or by 

requesting other Federal agencies for 
assistance in collecting the debt. 

(g) When the procedural require-
ments of this section have been pro-
vided to the debtor in connection with 
the same debt or under some other 
statutory or regulatory authority, the 
Corporation is not required to dupli-
cate those requirements before effect-
ing offset. 

§ 1408.24 Waiver of procedural re-
quirements. 

(a) The Corporation may impose off-
set against a payment to be made to a 
debtor prior to the completion of the 
procedures required by this part, if: 

(1) Failure to impose the offset would 
substantially prejudice the Govern-
ment’s ability to collect the debt; and 

(2) The timing of the payment 
against which the offset will be im-
posed does not reasonably permit the 
completion of those procedures. 

(b) The procedures required by this 
part shall be complied with promptly 
after the offset is imposed. Amounts 
recovered by offset, which are later 
found not to be owed to the Govern-
ment, shall be promptly refunded to 
the debtor. 

§ 1408.25 Coordinating offset with 
other Federal agencies. 

(a)(1) Any creditor agency which re-
quests the Corporation to impose an 
offset against amounts owed to the 
debtor shall submit to the Corporation 
a claim certification which meets the 
requirements of this paragraph. The 
Corporation shall submit the same cer-
tification to any agency that the Cor-
poration requests to effect an offset. 

(2) The claim certification shall be in 
writing. It shall certify the debtor owes 
the debt and that all of the applicable 
requirements of 31 U.S.C. 3716 and 4 
CFR part 102 have been met. If the in-
tended offset is to be a salary offset, a 
claim certification shall instead certify 
that the debtor owes the debt and that 
the applicable requirements of 5 U.S.C. 
5514 and 5 CFR part 550, subpart K, 
have been met. 

(3) A certification that the debtor 
owes the debt shall state the amount of 
the debt, the factual basis supporting 
the determination of indebtedness, and 
the date on which payment of the debt 
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was due. A certification that the re-
quirements of 31 U.S.C. 3716 and 4 CFR 
part 102 have been met shall include a 
statement that the debtor has been 
sent a Notice of Intent to Collect by 
Administrative Offset at least 31 cal-
endar days prior to the date of the in-
tended offset or a statement that pur-
suant to 4 CFR 102.3(b)(5) said Notice 
was not required to be sent. A certifi-
cation that the requirements of 5 
U.S.C. 5514 and 5 CFR part 550, subpart 
K, have been met shall include a state-
ment that the debtor has been sent a 
Notice of Intent to Collect by Salary 
Offset at least 31 calendar days prior to 
the date of the intended offset or a 
statement that pursuant to 4 CFR 
102.3(b)(5) said Notice was not required 
to be sent. 

(b)(1) The Corporation shall not ef-
fect an offset requested by another 
Federal agency without first obtaining 
the claim certification required by 
paragraph (a) of this section. If the 
Corporation receives an incomplete 
claim certification, the Corporation 
shall return the claim certification 
with notice that a claim certification 
which complies with the requirements 
of paragraph (a) of this section must be 
submitted to the Corporation before 
the Corporation will consider effecting 
an offset. 

(2) The Corporation may rely on the 
information contained in the claim 
certification provided by a requesting 
creditor agency. The Corporation is not 
authorized to review a creditor agen-
cy’s determination of indebtedness. 

(c) Only the creditor agency may 
agree to enter into an agreement with 
the debtor for the repayment of the 
claim. Only the creditor agency may 
agree to compromise, suspend, or ter-
minate collection of the claim. 

(d) The Corporation may decline, for 
good cause, a request by another agen-
cy to effect an offset. Good cause in-
cludes that the offset might disrupt, di-
rectly or indirectly, essential Corpora-
tion operations. The refusal and the 
reasons shall be sent in writing to the 
creditor agency. 

§ 1408.26 Stay of offset. 
(a)(1) When a creditor agency re-

ceives a debtor’s request for inspection 
of agency records, the offset is stayed 

for 10 calendar days beyond the date 
set for the record inspection. 

(2) When a creditor agency receives a 
debtor’s offer to enter into a repay-
ment agreement, the offset is stayed 
until the debtor is notified as to wheth-
er the proposed agreement is accept-
able. 

(3) When a review is conducted, the 
offset is stayed until the creditor agen-
cy issues a final written decision. 

(b) When offset is stayed, the amount 
of the debt and the amount of any ac-
crued interest or other charges will be 
withheld from payments to the debtor. 
The withheld amounts shall not be ap-
plied against the debt until the stay 
expires. If withheld funds are later de-
termined not to be subject to offset, 
they will be promptly refunded to the 
debtor. 

(c) If the Corporation is the creditor 
agency and the offset is stayed, the 
Corporation will immediately notify an 
offsetting agency to withhold the pay-
ment pending termination of the stay. 

§ 1408.27 Offset against amounts pay-
able from Civil Service Retirement 
and Disability Fund. 

The Corporation may request that 
monies payable to a debtor from the 
Civil Service Retirement and Dis-
ability Fund be administratively offset 
to collect debts owed to the Corpora-
tion by the debtor. The Corporation 
must certify that the debtor owes the 
debt, the amount of the debt, and that 
the Corporation has complied with the 
requirements set forth in this part, 4 
CFR 102.3, and the Office of Personnel 
Management regulations. The request 
shall be submitted to the official des-
ignated in the Office of Personnel Man-
agement regulations to receive the re-
quest. 

Subpart C—Offset Against Salary 
§ 1408.35 Purpose. 

The purpose of this subpart is to im-
plement section 5 of the Debt Collec-
tion Act of 1982 (Pub. L. 97–365 (5 U.S.C. 
5514)), which authorizes the collection 
of debts owed by Federal employees to 
the Federal Government by means of 
salary offsets. These regulations pro-
vide procedures for the collection of a 
debt owed to the Government by the 

VerDate Sep<11>2014 15:11 Aug 27, 2021 Jkt 253044 PO 00000 Frm 00682 Fmt 8010 Sfmt 8010 Y:\SGML\253044.XXX 253044sp
as

ch
al

 o
n 

D
S

K
JM

0X
7X

2P
R

O
D

 w
ith

 C
F

R



673 

Farm Credit System Insurance Corp. § 1408.38 

imposition of a salary offset against 
amounts payable to a Federal em-
ployee as salary. These regulations are 
consistent with the regulations on sal-
ary offset published by the Office of 
Personnel Management, codified in 5 
CFR part 550, subpart K. Since salary 
offset is a type of administrative off-
set, the requirements of subpart B also 
apply to salary offsets. 

§ 1408.36 Applicability of regulations. 

(a) These regulations apply to the 
following cases: 

(1) Where the Corporation is owed a 
debt by an individual currently em-
ployed by another agency; 

(2) Where the Corporation is owed a 
debt by an individual who is currently 
employed by the Corporation; or 

(3) Where the Corporation currently 
employs an individual who owes a debt 
to another Federal agency. Upon re-
ceipt of proper certification from the 
creditor agency, the Corporation will 
offset the debtor-employee’s salary in 
accordance with these regulations. 

(b) These regulations do not apply to 
the following: (1) Debts or claims aris-
ing under the Internal Revenue Code of 
1986, as amended (26 U.S.C. 1 et seq.); 
the Social Security Act (42 U.S.C. 301 et 
seq.); the tariff laws of the United 
States; or to any case where collection 
of a debt by salary offset is explicitly 
provided for or prohibited by another 
statute (e.g., travel advances in 5 
U.S.C. 5705 and employee training ex-
penses in 5 U.S.C. 4108). 

(2) Any adjustment to pay arising 
from an employee’s election of cov-
erage or a change in coverage under a 
Federal benefits program requiring 
periodic deductions from pay if the 
amount to be recovered was accumu-
lated over four pay periods or less. 

(3) A claim which has been out-
standing for more than 10 years after 
the creditor agency’s right to collect 
the debt first accrued, unless facts ma-
terial to the Government’s right to col-
lect were not known and could not rea-
sonably have been known by the offi-
cial or officials charged with the re-
sponsibility for discovery and collec-
tion of such debts. 

§ 1408.37 Definitions. 

In this subpart, the following defini-
tions shall apply: 

(a) Agency means: 
(1) An executive agency as defined by 

5 U.S.C. 105, including the United 
States Postal Service and the United 
States Postal Rate Commission; 

(2) A military department as defined 
in 5 U.S.C. 102; 

(3) An agency or court of the judicial 
branch, including a court as defined in 
28 U.S.C. 610, the District Court for the 
Northern Mariana Islands, and the Ju-
dicial Panel on Multi-district Litiga-
tion; 

(4) An agency of the legislative 
branch, including the United States 
Senate and the United States House of 
Representatives; or 

(5) Other independent establishments 
that are entities of the Federal Govern-
ment. 

(b) Disposable pay means, for an offi-
cially established pay interval, that 
part of current basic pay, special pay, 
incentive pay, retired pay, retainer 
pay, or, in the case of an employee not 
entitled to basic pay, other authorized 
pay remaining after the deduction of 
any amount required by law to be with-
held. The Corporation shall allow the 
deductions described in 5 CFR 581.105 
(b) through (f). 

(c) Employee means a current em-
ployee of the Corporation or other 
agency, including a current member of 
the Armed Forces or Reserve of the 
Armed Forces of the United States. 

(d) Waiver means the cancellation, re-
mission, forgiveness, or nonrecovery of 
a debt allegedly owed by an employee 
to the Corporation or another agency 
as permitted or required by 5 U.S.C. 
5584 or 8346(b), 10 U.S.C. 2774, 32 U.S.C. 
716, or any other law. 

§ 1408.38 Waiver requests and claims 
to the General Accounting Office. 

(a) The regulations contained in this 
subpart do not preclude an employee 
from requesting a waiver of an over-
payment under 5 U.S.C. 5584 or 8346(b), 
10 U.S.C. 2774, 32 U.S.C. 716, or in any 
way questioning the amount or valid-
ity of a debt by submitting a subse-
quent claim to the General Accounting 
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Office in accordance with the proce-
dures prescribed by the General Ac-
counting Office. 

(b) These regulations also do not pre-
clude an employee from requesting a 
waiver pursuant to other statutory 
provisions pertaining to the particular 
debts being collected. 

§ 1408.39 Procedures for salary offset. 
(a) The Chairman, or designee of the 

Chairman, shall determine the amount 
of an employee’s disposable pay and 
the amount to be deducted from the 
employee’s disposable pay at regular 
pay intervals. 

(b) Deductions shall begin within 
three official pay periods following the 
date of mailing or delivery of the No-
tice of Intent to Collect by Salary Off-
set. 

(c)(1) If the amount of the debt is 
equal to or is less than 15 percent of 
the employee’s disposable pay, such 
debt should be collected in one lump- 
sum deduction. 

(2) If the amount of the debt is not 
collected in one lump-sum deduction, 
the debt shall be collected in install-
ment deductions over a period of time 
not greater than the anticipated period 
of employment. The size and frequency 
of installment deductions will bear a 
reasonable relation to the size of the 
debt and the employee’s ability to pay. 
However, the amount deducted from 
any pay period will not exceed 15 per-
cent of the employee’s disposable pay 
for that period, unless the employee 
has agreed in writing to the deduction 
of a greater amount. 

(3) A deduction exceeding the 15-per-
cent disposable pay limitation may be 
made from any final salary payment 
pursuant to 31 U.S.C. 3716 in order to 
liquidate the debt, whether the em-
ployee is being separated voluntarily 
or involuntarily. 

(4) Whenever an employee subject to 
salary offset is separated from the Cor-
poration and the balance of the debt 
cannot be liquidated by offset of the 
final salary check pursuant to 31 U.S.C. 
3716, the Corporation may offset any 
later payments of any kind against the 
balance of the debt. 

(d) In instances where two or more 
creditor agencies are seeking salary 
offsets against current employees of 

the Corporation or where two or more 
debts are owed to a single creditor 
agency, the Corporation, at its discre-
tion, may determine whether one or 
more debts should be offset simulta-
neously within the 15-percent limita-
tion. Debts owed to the Corporation 
should generally take precedence over 
debts owed to other agencies. 

§ 1408.40 Refunds. 
(a) In instances where the Corpora-

tion is the creditor agency, it shall 
promptly refund any amounts deducted 
under the authority of 5 U.S.C. 5514 
when: 

(1) The debt is waived or otherwise 
found not to be owed to the United 
States (unless expressly prohibited by 
statute or regulations); or 

(2) An administrative or judicial 
order directs the Corporation to make 
a refund. 

(b) Unless required or permitted by 
law or contract, refunds under this sec-
tion shall not bear interest. 

§ 1408.41 Requesting current paying 
agency to offset salary. 

(a) To request a paying agency to im-
pose a salary offset against amounts 
owed to the debtor, the Corporation 
shall provide the paying agency with a 
claim certification which meets the re-
quirements set forth in § 1408.25(a) of 
this part. The Corporation shall also 
provide the paying agency with a re-
payment schedule determined under 
the provisions of § 1408.39 or in accord-
ance with a repayment agreement en-
tered into with the debtor. 

(b) If the employee separates from 
the paying agency before the debt is 
paid in full, the paying agency shall 
certify the total amount collected on 
the debt. A copy of this certification 
shall be sent to the employee and a 
copy shall be sent to the Corporation. 
If the paying agency is aware that the 
employee is entitled to payments from 
the Civil Service Retirement and Dis-
ability Fund, or other similar pay-
ments, it must provide written notifi-
cation to the agency responsible for 
making such payments that the debtor 
owes a debt (including the amount) and 
that the provisions of this section have 
been fully complied with. However, the 
Corporation must submit a properly 
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certified claim to the agency respon-
sible for making such payments before 
the collection can be made. 

(c) When an employee transfers to 
another paying agency, the Corpora-
tion is not required to repeat the due 
process procedures set forth in 5 U.S.C. 
5514 and this part to resume the collec-
tion. The Corporation shall, however, 
review the debt upon receiving the 
former paying agency’s notice of the 
employee’s transfer to make sure the 
collection is resumed by the new pay-
ing agency. 

(d) If a special review is conducted 
pursuant to § 1408.11 and results in a re-
vised offset or repayment schedule, the 
Corporation shall provide a new claim 
certification to the paying agency. 

§ 1408.42 Responsibility of the Cor-
poration as the paying agency. 

(a) When the Corporation receives a 
claim certification from a creditor 
agency, deductions should be scheduled 
to begin at the next officially estab-
lished pay interval. The Corporation 
shall send the debtor written notice 
which provides: 

(1) That the Corporation has received 
a valid claim certification from the 
creditor agency; 

(2) The date on which salary offset 
will begin; 

(3) The amount of the debt; and 
(4) The amount of such deductions. 
(b) If, after the creditor agency has 

submitted the claim certification to 
the Corporation, the employee trans-
fers to a different agency before the 
debt is collected in full, the Corpora-
tion must certify the total amount col-
lected on the debt. The Corporation 
shall send a copy of this certification 
to the creditor agency and a copy to 
the employee. If the Corporation is 
aware that the employee is entitled to 
payments from the Civil Service Re-
tirement Fund and Disability Fund, or 
other similar payments, it shall pro-
vide written notification to the agency 
responsible for making such payments 
that the debtor owes a debt (including 
the amount). 

§ 1408.43 Nonwaiver of rights by pay-
ments. 

An employee’s involuntary payment 
of all or any portion of a debt being 

collected under this subpart shall not 
be construed as a waiver of any rights 
the employee may have under 5 U.S.C. 
5514 or any other provisions of a writ-
ten contract or law unless there are 
statutory or contractual provisions to 
the contrary. 

PART 1410—PREMIUMS 

Sec. 
1410.1 Purpose and scope. 
1410.2 Definitions. 
1410.3 Calculation and reporting of pre-

miums due. 
1410.4 Payment of premiums. 
1410.5 Delinquent premium payments and 

premium overpayments. 
1410.6 Certified statements. 
1410.7 Documentation. 

AUTHORITY: Secs. 12 U.S.C. 2020, 2277a–4, 
2277a–5, 2277a–7. 

SOURCE: 56 FR 3201, Jan. 29, 1991, unless 
otherwise noted. 

§ 1410.1 Purpose and scope. 

This part sets forth the rules for: 
(a) The calculation of premiums; 
(b) The time for payment of the pre-

mium required by sections 5.55 and 5.56 
of the Farm Credit Act of 1971, as 
amended; 

(c) Interest charges on delinquent 
payments; 

(d) The form and content of certified 
statements; and, 

(e) Documentation supporting cer-
tified statements. 

§ 1410.2 Definitions. 

(a) Act means the Farm Credit Act of 
1971, as amended. 

(b) Average principal outstanding 
means the average annual principal 
outstanding on a daily basis using bal-
ances as of the close of each day. In 
computing the average annual prin-
cipal outstanding in this manner, the 
closing balance of the most recent past 
business day shall be the closing bal-
ance for days when an institution is 
closed. 

(c) Direct lending association means 
any production credit association or 
any other association making direct 
loans under authority provided under 
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