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§203.8

the circumstances may warrant, in-
cluding suspension or disbarment of
counsel from further appearance or
practice before it, in accordance with
§201.102(e) of this chapter (Rule 102(e)
of the Commission’s rules of practice),
or exclusion from further participation
in the particular investigation.

[29 FR 3620, Mar. 21, 1964, as amended at 52
FR 12148, Apr. 15, 1987; 59 FR 5945, Feb. 9,
1994; 60 FR 32823, June 23, 1995; 73 FR 32227,
June 5, 2008]

§203.8 Service of subpoenas.

Service of subpoenas issued in formal
investigative proceedings shall be ef-
fected in the manner prescribed by
Rule 232(c) of the Commission’s Rules
of Practice, §201.232(c) of this chapter.

[29 FR 3620, Mar. 21, 1964, as amended at 60
FR 32823, June 23, 1995]

PART 204—RULES RELATING TO
DEBT COLLECTION

Subpart A—Administrative Offset

Sec.

204.1 Applicability and scope.

204.2 Definitions.

204.3 General.
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204.6 Agency review.
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204.9 Administrative offset procedures.
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204.11 Jeopardy procedure.
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Subpart B—Salary Offset
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204.31 Excluded debts or claims.

204.32 Definitions.

204.33 Pre-offset notice.
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204.35 Petition for pre-offset hearing.

204.36 Granting of a pre-offset hearing.

204.37 Extensions of time.

204.38 Pre-offset hearing.

204.39 Written decision.

204.40 Deductions.

204.41 Non-waiver of rights.

204.42 Refunds.

204.43 Coordinating offset with another fed-
eral agency.
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Subpart C—Tax Refund Offset
204.50 Purpose.

17 CFR Ch. Il (4-1-25 Edition)

204.51 [Reserved]

204.52 Notification of intent to collect.

204.53 [Reserved]

204.54 Commission action as a result of con-
sideration of evidence submitted in re-
sponse to the notice of intent.

204.55 Change in notification to Financial
Management Service.

204.56 Administrative charges.

204.57-204.59 [Reserved]

Subpart D—Administrative Wage
Garnishment

204.60 Purpose.

204.61 Scope.

204.62 Definitions.

204.63 Notice.

204.64 Hearing.

204.65 Wage Garnishment Order.

Subpart E—Miscellaneous: Credit Bureau
Reporting, Collection Services

204.75 Collection services.

204.76 Use of credit bureau or consumer re-
porting agencies.

204.77 Referrals to collection agencies.

Subpart A—Administrative Offset

AUTHORITY: 31 U.S.C. 3716, 31 CFR 901.3.

SOURCE: 58 FR 64370, Dec. 7, 1993, unless
otherwise noted.

§204.1 Applicability and scope.

(a) The procedures authorized for ad-
ministrative offset are contained in
Section 10 of the Debt Collection Act
(codified at 31 U.S.C. 3716). The Act re-
quires that notice procedures be ob-
served by the agency. The debtor is
also afforded an opportunity to inspect
and copy government records per-
taining to the claim, enter into an
agreement for repayment, and to a re-
view of the claim (if requested). Like
salary offset, agencies may cooperate
with one another in order to effectuate
recovery of the claim.

(b) The provisions of this subpart
apply to the collection of debts owed to
the United States arising from trans-
actions with the Securities and Ex-
change Commission (Commission).
These regulations are consistent with
the Debt Collection Act and the Fed-
eral Claims Collection Standards on
administrative offset issued jointly by
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the Department of Justice and the De-
partment of the Treasury (31 CFR
901.3).

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54130, Oct. 26, 2001]

§204.2 Definitions.

(a) Administrative offset as defined in
31 U.S.C. 3701(a)(1) means withholding
funds payable by the United States (in-
cluding funds payable by the United
States on behalf of a State govern-
ment) to, or held by the United States
for, a person to satisfy a claim.

(b) Person includes a natural person
or persons, profit or nonprofit corpora-
tion, partnership, association, trust,
estate, consortium, or other entity
which is capable of owing a debt to the
United States Government except that
agencies of the United States, or of any
State or local government shall be ex-
cluded.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54130, Oct. 26, 2001]

§204.3 General.

(a) The Chairperson (or designee)
may initiate administrative offset with
regard to debts owed by a person to an-
other agency of the United States Gov-
ernment, upon receipt of a request
from the head of another agency or his
or her designee, and a certification
that the debt exists and that the per-
son has been afforded the necessary due
process rights.

(b) The Chairperson (or designee)
may notify the Department of the
Treasury of delinquent debts for pur-
poses of administrative offset, and may
request another agency which holds
funds payable to a Commission debtor
to offset that debt against the funds
held; the Commission will provide cer-
tification that:

(1) The debt is past due and legally
enforceable; and

(2) The person has been afforded the
necessary due process rights.

(c) No collection by administrative
offset shall be made on any debt that
has been outstanding for more than 10
years unless facts material to the Gov-
ernment’s right to collect the debt
were not known, and reasonably could
not have been known, by the official or
officials responsible for discovering the

§204.4

debt. This limitation does not apply to
debts reduced to judgment.

(d) Administrative offset under this
subpart may not be initiated against:

(1) A debt in which administrative
offset of the type of debt involved is ex-
plicitly provided for or prohibited by
another statute;

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

(3) Debts arising under the Internal
Revenue Code of 1954; the Social Secu-
rity Act; or the tariff laws of the
United States.

(e) The procedures for administrative
offset in this subpart do not apply to
the offset of Federal salaries under 5
U.S.C. 5514 or Federal tax refunds
under 31 U.S.C. 3720A and 31 CFR 285.2.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54130, Oct. 26, 2001]

§204.4 Demand for payment—notice.

(a) Before offset is made, a written
notice will be sent to the debtor. This
notice will include:

(1) The type and amount of the debt;

(2) The date when payment is due
(not less than thirty days from the
date of mailing or hand delivery of the
notice);

(3) The agency’s intention to collect
the debt by administrative offset, in-
cluding asking the assistance of other
Federal agencies to help in the offset
whenever possible, if the debtor has not
made payment by the payment due
date or has not made an arrangement
for payment by the payment due date;

(4) The right of the debtor to inspect
and copy the Commission’s records re-
lated to the claim;

(5) The right of the debtor to request
a review of the determination of in-
debtedness and, in the circumstances
described in §204.7, to request an oral
hearing from the Commission’s des-
ignee; and

(6) The right of the debtor to enter
into a written agreement with the
agency to repay the debt in some other
way.

(b) Claims for payment of travel ad-
vances and employee training expenses
require notification prior to adminis-
trative offset as described in this sec-
tion. Because no oral hearing is re-
quired, notice of the right to a hearing
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§204.5

need not be included in the notifica-
tion.

[568 FR 64370, Dec. 7, 1993, as amended at 66
FR 54130, Oct. 26, 2001]

§204.5 Debtor’s failure to respond.

If the debtor fails to respond to the
notice described in §204.4(a) by the pro-
posed effective date specified in the no-
tice, the Commission may take further
action under this section or under the
Federal Claims Collection Standards
(31 CFR 901.3). The commission may
collect by administrative offset if the
debtor:

(a) Has not made payment by the
payment due date;

(b) Has not requested a review of the
claim within the agency as set out in
§204.6; or

(c) Has not made an arrangement for
payment by the payment due date.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54130, Oct. 26, 2001]

§204.6 Agency review.

(a) To the extent that a debt owed
has not been established by judicial or
administrative order, a debtor may re-
quest a hearing concerning the exist-
ence or amount of the debt or the
terms of repayment. With respect to
debts established by a judicial or ad-
ministrative order, a debtor may re-
quest a hearing concerning the pay-
ment or other discharge of the debt. A
request to review a disputed debt must
be submitted to the Commission offi-
cial who provided notification within
30 calendar days of the receipt of the
written notice described in §204.4(c).

(b) The Commission will provide a
copy of the record to the debtor and ad-
vise him/her to furnish available evi-
dence to support his or her position.
Upon receipt of the evidence, the writ-
ten record of indebtedness will be re-
viewed and the debtor will be informed
of the results of that review.

(c) Pending the resolution of a dis-
pute by the debtor, transactions in any
of the debtor’s accounts maintained by
the Commission may be temporarily
suspended. Depending on the type of
transaction, the suspension could pre-
clude its payment, removal, or trans-
fer, as well as prevent the payment of
interest or discount due thereon.

17 CFR Ch. Il (4-1-25 Edition)

Should the dispute be resolved in the
debtor’s favor, the suspension will be
immediately lifted.

(d) During the review period, inter-
est, penalties, and administrative costs
will continue to accrue.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.7 Hearing.

(a) A debtor will be provided a rea-
sonable opportunity for an oral hearing
by the Commission’s designee when:

(1) (i) By statute, consideration must
be given to a request to waive the in-
debtedness;

(ii) The debtor requests waiver of the
indebtedness; and

(iii) The waiver determination rests
on an issue of credibility or veracity;
or

(2) The debtor requests reconsider-
ation and the Commission’s designee
determines that the question of indebt-
edness cannot be resolved by reviewing
the documentary evidence.

(b) In cases where an oral hearing is
provided to the debtor, the Commis-
sion’s designee will conduct the hear-
ing, and provide the debtor with a writ-
ten decision 30 days after the hearing.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.8 Written agreement for repay-
ment.

If the debtor requests a repayment
agreement in place of offset, the Com-
mission has discretion to determine
whether to accept a repayment agree-
ment in place of offset. If the debt is
delinquent and the debtor has not dis-
puted its existence or amount, the
Commission will not accept a repay-
ment agreement in place of offset un-
less the debtor is able to establish that
offset would cause undue financial
hardship or be unjust. No repayment
arrangement will be considered unless
the debtor submits a financial state-
ment, executed under penalty of per-
jury, reflecting the debtor’s assets, li-
abilities, income, and expenses. The fi-
nancial statement must be submitted
within ten business days of the Com-
mission’s request for the statement. At
the Commission’s option, a confess-
judgment note or bond of indemnity
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with surety may be required for in-
stallment agreements. Notwith-
standing the provisions of this section,
any reduction or compromise of a
claim will be governed by the Debt Col-
lection Act, 31 U.S.C. 3711-3720E, and
the Federal Claims Collection Stand-
ards, 31 CFR 900.1-904.4.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.9 Administrative offset proce-
dures.

(a) If the debtor does not exercise the
right to request a review within the
time specified in §204.4, or if as a result
of the review, it is determined that the
debt is due and no written agreement is
executed, then administrative offset
shall be ordered in accordance with
this subpart without further notice.

(b) Travel advance. The Commission
will deduct outstanding advances pro-
vided to Commission travelers from
other amounts owed the traveler by
the agency whenever possible and prac-
ticable. Monies owed by an employee
for outstanding travel advances that
cannot be deducted from other travel
amounts due that employee will be col-
lected through salary offset as de-
scribed in subpart B of this part.

(c) Requests for offset to the Depart-
ment of the Treasury or other Federal
agencies. The Chairperson (or his or her
designee) may notify the Department
of the Treasury of delinquent debts for
purposes of administrative offset, and
may request that a debt owed to the
Commission be administratively offset
against funds due and payable to a
debtor by another Federal agency. In
requesting administrative offset, the
Commission, as creditor, will certify in
writing to the Federal agency holding
funds of the debtor that:

(1) The debtor owes the past due and
legally enforceable debt; and

(2) The debtor has been afforded the
necessary due process rights.

(d) Requests for offset from other Fed-
eral agencies. Any Federal agency may
request that funds due and payable to
its debtor by the Commission be ad-
ministratively offset in order to collect
a debt owed to such Federal agency by
the debtor. The Commission shall ini-
tiate the requested offset only upon:

§204.30

(1) Receipt of written certification
from the crecitor agency that:

(i) The debtor owes the past due and
legally enforceable debt; and

(ii) The debtor has been afforded the
necessary due process rights.

(2) A determination by the Commis-
sion that collection by offset against
funds payable by the Commission
would be in the best interest of the
United States as determined by the
facts and circumstances of the par-
ticular case, and that such offset would
not otherwise be contrary to law.

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.10 [Reserved]

§204.11 Jeopardy procedure.

The Commission may effect an ad-
ministrative offset against a payment
to be made to the debtor prior to the
completion of the procedures required
by §204.4(a) if failure to take the offset
would substantially jeopardize the
Commission’s ability to collect the
debt, and the time available before the
payment is to be made does not reason-
ably permit the completion of those
procedures. Such prior offset shall be
promptly followed by the completion of
those procedures. Amounts recovered
by offset but later found not to be owed
to the Commission shall be promptly
refunded. This section applies only to
administrative offset pursuant to 31
CFR 901.3(c), and does not apply when
debts are referred to the Department of
the Treasury for mandatory central-
ized administrative offset under 31 CFR
901.3(b)(1).

[68 FR 64370, Dec. 7, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§§204.12-204.29 [Reserved]
Subpart B—Salary Offset

AUTHORITY: 5 U.S.C. 5514, 5 CFR 550.1104.

SOURCE: 58 FR 38520, July 19, 1993, unless
otherwise noted.

§204.30 Purpose and scope.

(a) This regulation provides proce-
dures for the collection by administra-
tive offset against a federal employee’s
current pay account without his/her
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§204.31

consent under 5 U.S.C. 5514 to satisfy
certain debts owed to the Commission.
This regulation does not apply when
the employee consents to recovery
from his/her current pay account.

(b) This regulation does not preclude
an employee from requesting a waiver
or questioning the amount or validity
of a debt by submitting a claim to the
General Accounting Office in accord-
ance with procedures prescribed by the
General Accounting Office.

(c) This Salary Offset plan is for in-
ternal use and Government-wide claims
collections. 5 CFR 550.1104(a). This reg-
ulation implements 5 U.S.C. 5514; 5
CFR part 550, subpart K.

§204.31 Excluded debts or claims.

This regulation does not apply to:

(a) Debts or claims arising under the
Internal Revenue Code of 1954 as
amended (26 U.S.C. 1), or the tariff laws
of the United States.

(b) Any case where collection of a
debt by salary offset is explicitly pro-
vided for or prohibited by another stat-
ute, such as travel advances in 5 U.S.C.
5705 and employee training expenses in
5 U.S.C. 4108.

[568 FR 38520, July 19, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.32 Definitions.

The following definitions apply to
this regulation:

Chairman means the Chairman of the
Securities and Exchange Commission.

Commission means the Securities and
Exchange Commission.

Creditor agency means the agency to
which the debt is owed.

Debt means an amount owed to the
United States from sources which in-
clude but are not necessarily limited
to, erroneous payments made to em-
ployees such as overpayment of bene-
fits, salary or other allowances; loans
when insured or guaranteed by the
United States; and other amounts due
the United States from fees, leases,
rents, royalties, services, sales of real
or personal property, overpayment,
penalties, damages, interest, fines and
forfeitures (except those arising under
the Uniform Code of Military Justice)
and all other similar sources.

Disposable pay means the amount
that remains from an employee’s fed-

17 CFR Ch. Il (4-1-25 Edition)

eral pay after required deductions for
federal, state and local income taxes;
Social Security taxes, including Medi-
care taxes; federal retirement pro-
grams; premiums for life and health in-
surance benefits; and such other deduc-
tions that are required by law to be
withheld. (See 5 CFR 581.105(b) through
(f) for items required by law to be with-
held, and therefore excluded from dis-
posable pay for the purposes of this
regulation.)

Employee means a current employee
of the Securities and Exchange Com-
mission, or other agency, including an
active duty member or reservist in the
U.S. Armed Forces or a former em-
ployee (or former active duty member
or Reservist in the Armed Forces) with
a current pay account.

FCCS means the Federal Claims Col-
lection Standards jointly published by
the Justice Department and the De-
partment of the Treasury at 31 CFR
parts 900-904.

Hearing official means an individual
responsible for conducting any hearing
with respect to the existence or
amount of a debt claimed, and who ren-
ders a decision on the basis of such
hearing. A hearing official may not be
under the Chairman’s supervision or
control, except that nothing in this
regulation shall be construed to pro-
hibit the appointment of an adminis-
trative law judge.

Pay means basic pay, special pay, in-
centive pay, retired pay, retainer pay,
or in the case of an individual not enti-
tled to basic pay, other authorized pay.

Program official means, for the pur-
pose of implementing this offset regu-
lation, the Chief Financial Officer or
designee.

Salary offset means an administrative
offset to collect a debt under 5 U.S.C.
5514 by deduction(s), at one or more of-
ficially established pay intervals, from
the current pay account of an em-
ployee, without his or her consent.

Waiver means the cancellation, re-
mission, forgiveness, or non-recovery
of a debt allegedly owed by an em-
ployee to an agency as permitted or re-
quired by 5 U.S.C. 5584, 10 U.S.C. 2774,
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32 U.S.C. 716, 5 U.S.C. 8346(b), or any
other law.

[68 FR 38520, July 19, 1993, as amended at 66
FR 54131, Oct. 26, 2001; 76 FR 60372, Sept. 29,
2011]

§204.33 Pre-offset notice.

A program official must provide an
employee with written notice at least
30 calendar days prior to offseting his/
her salary. A program official need not
notify an employee of: any adjustment
to pay arising out of an employee’s
election of coverage or a change in cov-
erage under a Federal benefits program
requiring periodic deductions from pay,
it the amount to be recovered was ac-
cumulated over four pay periods or
less; a routine intra-agency adjustment
of pay that is made to correct an over-
payment of pay attributable to clerical
or administrative errors or delays in
processing pay documents, if the over-
payment occurred within the four pay
periods preceding the adjustment and,
at the time of such adjustment, or as
soon thereafter as practical, the indi-
vidual is provided written notice of the
nature and the amount of the adjust-
ment and point of contact for con-
testing such adjustment; or any adjust-
ment to collect a debt amounting to
$50 or less, if, at the time of such ad-
justment, or as soon thereafter as prac-
tical, the individual is provided written
notice of the nature and the amount of
the adjustment and a point of contact
for contesting such adjustment. When
required, the written notice must in-
clude the following:

(a) The nature, origin and amount of
the indebtedness determined by the
Commission to be due;

(b) The intention of the Commission
to collect the debt through deductions
from the employee’s current disposable
pay account;

(c) The frequency and amount of the
intended deductions (stated as a fixed
dollar amount or as a percentage of
pay, not to exceed 15 percent of dispos-
able pay) and the intention to continue
the deductions until the debt is paid in
full or otherwise resolved;

(d) An explanation of the Commis-
sion’s policy concerning interest, pen-
alties, and administrative costs, in-
cluding a statement that such assess-

§204.33

ments must be made unless excused in
accordance with the FCCS;

(e) The employee’s right to inspect
and copy Commission records relating
to the debt (if copies of such records
are not attached), or if the employee or
his or her representative cannot per-
sonally inspect the records, the right
to request and receive a copy of such
records. The Commission will respond
to a request for inspection and/or copy-
ing as soon as practicable;

(f) The opportunity, under terms
agreeable to the Commission, to enter
into a written agreement to establish a
schedule for repayment in lieu of off-
set. The agreement must be in writing,
signed by both the employee and the
Commission, and documented in the
Commission’s files (31 CFR 901.3(b));

(g) The employee’s right to a hearing
conducted by an official arranged by
the Commission if a petition is filed as
prescribed by §204.35, Petition for pre-
offset hearing. Such hearing official
will be either an administrative law
judge or at the chief administrative
law judge’s discretion, another hearing
official who is also not under the con-
trol of the head of the agency;

(h) The method and time period for
petitioning for a hearing, including a
statement that the timely filing of a
petition for hearing will stay the com-
mencement of collection proceedings;

(i) If a hearing is requested, the hear-
ing official will issue a final decision,
based on information presented to the
hearing official, at the earliest prac-
ticable date, but no later than 60 days
after the petition for the hearing is
filed unless the employee requests and
the hearing official, for good cause or
in the interests of justice, deems it
necessary to extend that time period (56
CFR 550.1104(d)(10));

(j) That any knowingly false or frivo-
lous statements, representations, or
evidence may subject the employee to:

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

(2) Penalties under the False Claims
Act, 31 U.S.C. 3729-3731, or any other
applicable statutory authority; and/or

(3) Criminal penalties under 18 U.S.C.
286, 287, 1001, and 1002, or any other ap-
plicable statutory authority.
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§204.34

(k) Any other rights and remedies
available to the employee under stat-
utes or regulations governing the pro-
gram for which the collection is being
made;

(1) The employee’s right to a prompt
refund if amounts paid or deducted by
salary offset are later waived or found
not owed to the United States, unless
otherwise provided by law or contract;
and

(m) The specific address to which all
correspondence shall be directed re-
garding the debt.

[68 FR 38520, July 19, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.34 Employee response.

(a) Introduction. An employee must
respond to a pre-offset notice, if at all,
within 15 calendar days following re-
ceipt, in one or more of the ways dis-
cussed in §204.34, Employee response,
and §204.35, Petition for pre-offset
hearing. Where applicable, the em-
ployee bears the burdens of proof and
persuasion.

(b) Responses must be submitted in
writing to the program official who
signed the pre-offset notice. A timely
response will stay the commencement
of collection by salary offset, at least
until the issuance of a written deci-
sion. (See §204.37, Extensions of time).
Failure to submit a timely response
will be treated as an admission of in-
debtedness, and will result in salary
offset in accordance with the terms
specified in the pre-offset notice.

(c) A response filed after expiration
of the 15 day period may be accepted if
the employee can show that the delay
was due to circumstances beyond his or
her control or failure to receive notice
of the time limit (unless otherwise
aware of it).

(d) Voluntary repayment agreement. An
employee may request to enter into a
voluntary written agreement for repay-
ment of the debt in lieu of offset. It is
within the discretion of the program
official whether to enter into such an
agreement, and if so, upon what terms.
Voluntary deductions may exceed 15
percent of the employee’s disposable
pay. If an agreement is reached, the
agreement must be in writing, and
must be signed by both the employee
and the program official. A signed copy

17 CFR Ch. Il (4-1-25 Edition)

must be sent to the Office of Financial
Management. The program official
shall notify the employee in writing of
its decision not to accept the proposed
voluntary repayment schedule before
making any deductions from the em-
ployee’s salary.

(e) Waiver. Any request for waiver of
the debt must be accompanied by evi-
dence that the waiver is authorized by
law.

(f) Reconsideration. An employee may
request reconsideration of the exist-
ence or amount of the debt or the off-
set schedule as reflected in the pre-off-
set notice. The request must be accom-
panied by a detailed narrative and sup-
porting documentation as to why the
offset decision is erroneous and/or why
the offset schedule imposes an undue
hardship.

[568 FR 38520, July 19, 1993, as amended at 76
FR 60372, Sept. 29, 2011]

§204.35 Petition for pre-offset hearing.

(a) The employee may petition for a
pre-offset hearing. The petition must
state with specificity why the em-
ployee believes the agency’s deter-
mination is in error. To the extent that
a debt has not been established by judi-
cial or administrative order, a debtor
may request a pre-offset hearing con-
cerning the existence or amount of the
debt or the terms of repayment. With
respect to debts established by a judi-
cial or administrative order, a debtor
may request a pre-offset hearing con-
cerning the payment or other discharge
of the debt.

(b) The petition must fully identify
and explain, with reasonable speci-
ficity, all the facts, evidence and wit-
nesses, if any, that the employee be-
lieves support his or her position. The
petition must be signed by the em-
ployee.

[568 FR 38520, July 19, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.36 Granting of a pre-offset hear-
ing.
(a) If the employee timely requests a
pre-offset hearing or the timeliness is
waived, the program official must:
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(1) arrange for a hearing official. If
the hearing official is an administra-
tive law judge, he or she shall be des-
ignated by the Chief Administrative
Law Judge as set forth in 17 CFR
200.310(a)(2); and

(2) provide the hearing official with a
copy of all records on which the deter-
mination of the debt and any involun-
tary repayment schedule are based.

(b) The hearing official shall notify
the employee by personal service, by
first class, registered or certified mail,
or by a reliable commercial courier or
overnight delivery service whether the
employee is entitled to an oral or
“paper’’ (i.e., a review on the written
record) hearing. (See 31 CFR 901.3(e).)
Within 20 calendar days of receipt of
this notice the employee shall provide
the hearing official with a full descrip-
tion of all relevant facts, documentary
evidence, and witnesses which the em-
ployee believes support his or her posi-
tion. The hearing official may extend
the time for the employee to respond
to the notice for good cause shown.

(c) If an oral hearing is scheduled,
the hearing official shall notify the
program official and the employee in
writing of the date, time and location
of the hearing. The place for the hear-
ing shall be fixed by the hearing offi-
cial with due regard for the public in-
terest and the convenience and neces-
sity of the parties, the participants, or
their representatives.

(d) If the employee is entitled to an
oral hearing, but requests to have the
hearing based only on the written sub-
missions, the employee must notify the
hearing official and the program offi-
cial at least 3 calendar days before the
date of the oral hearing. The hearing
official may waive the 3-day require-
ment for good cause.

(e) Failure of the employee to appear
at the oral hearing may result in dis-
missal of the petition and affirmation
of the program official’s decision.

[68 FR 38520, July 19, 1993, as amended at 66
FR 54131, Oct. 26, 2001]

§204.37 Extensions of time.

The hearing official may for good
cause or in the interests of justice
postpone the commencement of the
hearing, adjourn a convened hearing
for a reasonable period of time or ex-

§204.38

tend or shorten any other time limits
prescribed under this section. This ex-
tension is not intended to abridge the
30 day initial notice or extend the 60
day decision requirement other than as
provided for in 5 CFR 550.1104(d)(10).

§204.38 Pre-offset hearing.

(a) The hearing official shall deter-
mine the form and content of hearings
granted under this section, pursuant to
31 CFR 901.3(e). All oral hearings shall
be on the record. Except as otherwise
ordered by the hearing official, hear-
ings shall be recorded or transcribed
verbatim by shorthand, mechanical
means, electronic sound recording, or
any other method, subject to the dis-
cretion and approval of the hearing of-
ficial, and a transcript thereof shall be
made.

(b) Oral hearings are informal in na-
ture. The Commission, represented by
an attorney from the Office of General
Counsel, and accompanied by a pro-
gram official and the employee, and/or
the employee’s representative, orally
shall explain their respective positions
using relevant documentation. The em-
ployee may testify on his or her own
behalf, subject to cross examination.
Other witnesses may be called to tes-
tify where the hearing official deter-
mines the testimony to be relevant and
not redundant. The Federal Rules of
Evidence serve as a guideline, but are
not controlling. The employee bears
the burdens of proof and persuasion.

(c) The hearing official shall:

(1) Conduct a fair and impartial hear-
1ng;

(2) Preside over the course of the
hearing, maintain decorum and avoid
delay in the disposition of the hearing;
and

(3) Issue a decision in accordance
with §204.39, Written decision, on the
basis of the oral hearing and the writ-
ten record.

(d) Oral hearings are normally open
to the public. However, the hearing of-
ficial may close all or any portion of
the hearing at either the request of ei-
ther party or upon the hearing offi-
cial’s initiative when doing so is in the
best interest[s] of the employee or the
public.

(e) Oral hearings may be conducted
by conference call at the request of the
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employee or at the discretion of the
hearing official.

(f) Pre-offset ‘“‘paper’” hearing. If a
hearing is to be held only upon written
submissions, the hearing official shall
issue a decision based solely upon the
written record.

[68 FR 38520, July 19, 1993, as amended at 66
FR 54132, Oct. 26, 2001]

§204.39 Written decision.

(a) If pre-offset hearing is held. Within
60 days of the filing of the employee’s
petition for a pre-offset hearing, the
hearing official will issue a written de-
cision setting forth the basis of his/her
findings in accordance with 5 CFR
550.1104(g)(3).

(b) If the employee challenges the
pre-offset notice under §204.34, Em-
ployee response and/or §204.35, Petition
for pre-offset hearing, without request-
ing a hearing or a hearing is denied,
the program official must notify the
employee of his/her final determination
in writing before offset can begin. The
agency’s execution of a voluntary re-
payment agreement satisfies this re-
quirement.

§204.40 Deductions.

(a) When deductions may begin:

(1) If a pre-offset hearing is held, de-
ductions shall be made in accordance
with the hearing official’s decision.

(2) If parties execute a voluntary re-
payment agreement, deductions shall
be made in accordance with the terms
of that agreement.

(3) If the employee requests a waiver
or reconsideration or the program offi-
cial refuses to accept a proposed alter-
nate repayment schedule, deductions
shall be made in accordance with the
program official’s written decision.

(4) If the employee consents to the
terms and conditions set forth in the
Commission’s Pre-offset Notice or fails
to respond in timely fashion to the
Pre-offset Notice, or waives his/her
right to a hearing without otherwise
challenging the terms of the Pre-offset
Notice, deductions shall be made in ac-
cordance with the terms and conditions
set forth therein.

(b) Retired or separated employees. If
the employee retires, resigns, or is ter-
minated before the debt is fully repaid,
the remaining indebtedness will be off-

17 CFR Ch. Il (4-1-25 Edition)

set pursuant to 31 U.S.C. 3716 and the
FCCS.

(1) To the extent possible, the re-
maining indebtedness will be liq-
uidated from any final payment due
the former employee as of the date of
separation (e.g., final salary payment,
lump-sum leave, etc.). See §204.404(3),
Offset deductions from final salary and/
or lump-sum leave payment.

(2) Thereafter, the remaining indebt-
edness will be recovered from later
payments of any kind due the former
employee from the United States. See
the FCCS.

(c) Method of collection and source of
deduction. The method of collecting
debts under these regulations shall be
by salary offset. Deductions will be
made from the employee’s current dis-
posable pay account except as provided
for in §204.34b, Employee response.

(d) Amount and duration of deductions.
Debts must be collected in one lump
sum where possible. If the employee
demonstrates financial hardship to the
Commission’s satisfaction or the
amount of the debt exceeds 15 percent
of the indebted employee’s current dis-
posable pay, collection must be made
in installments over a period not great-
er than the anticipated period of active
employment, except as provided in Sec-
tion 34b, Employee Response.

(1) Installment deductions will be
made over the shortest period possible.
The size and frequency of installment
deductions will bear a reasonable rela-
tion to the size of the debt and the em-
ployee’s ability to pay.

(2) The amount deducted for any pe-
riod will not exceed 15 percent of the
disposable pay from which the deduc-
tion is made, unless the employee has
agreed in writing to the deduction of a
greater amount. Installment payment
of less than $100 per pay period will he
accepted only in the most unusual cir-
cumstances.

(3) Offset deductions from final sal-
ary and/or lump-sum leave payment.
Such an offset deduction may exceed 15
percent of an employee’s final salary
and/or lump-sum leave payment pursu-
ant to 31 U.S.C. 3716, 64 CG 907.

(e) Interest, penalties and adminis-
trative costs on debts under this part
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will be assessed and/or waived accord-
ing to the provisions of 31 CFR 901.9.

[68 FR 38520, July 19, 1993, as amended at 66
FR 54132, Oct. 26, 2001]

§204.41 Non-waiver of rights.

An employee’s involuntary payment
of all or any portion of a debt being
collected under 5 U.S.C. 5514 shall not
be construed as a waiver of any rights
that the employee may have under 5
U.S.C. 5514 or any other provision of
contract or law, unless there are statu-
tory or contractual provisions to the
contrary.

§204.42 Refunds.

(a) The Commission will refund
promptly to the appropriate individual
amounts offset under this regulation
when:

(1) A debt is waived or otherwise
found not owing the United States (un-
less expressly prohibited by statute or
regulation); or

(2) The Commission is directed by an
administrative or judicial order to re-
fund amounts deducted from the em-
ployee’s current pay.

(b) Refunds do not bear interest un-
less required or permitted by law or
contract.

§204.43 Coordinating offset with an-
other federal agency.

(a) Responsibility of the Commission as
the Creditor Agency. When possible, sal-
ary offset through the centralized ad-
ministrative offset procedures in 5 CFR
550.1108 shall be attempted before ap-
plying the procedures in this section. If
centralized administrative offset is not
possible, the Commission shall request
recovery from the current paying agen-
cy. Upon completion of the procedures
established in these regulations and
pursuant to 5 U.S.C. 5514, 5 CFR 550.1109
the Commission must:

(1) Certify, in writing, that the em-
ployee owes the debt, the amount and
basis of the debt, the date on which
payment(s) is due, the date the Govern-
ment’s right to collect the debt first
accrued and that the Commission’s reg-
ulations implementing 5 U.S.C. 5514
have been approved by OPM.

(2) If the collection must be made in
installments, the Commission also
must advise the paying agency of the

§204.43

amount or percentage of disposable pay
to be collected in each installment, and
if the Commission wishes, the number
and the commencing date of the in-
stallments (if a date other than the
next officially established pay period is
required).

(3) Advise the paying agency of the
actions taken pursuant to 5 U.S.C.
5514(b) and give the date(s) the ac-
tion(s) was taken (unless the employee
has consented to the salary offset in
writing or signed a statement acknowl-
edging receipt of the required proce-
dures and the written consent or state-
ment is forwarded to the paying agen-
cy).

(4) Except as otherwise provided in
this paragraph (a)(4), the Commission
must submit a debt claim containing
the information specified in paragraphs
(a)(1) through (3) of this section and an
installment agreement (or other in-
struction on the payment schedule), if
applicable, to the employee’s paying
agency.

(5) If the employee is in the process
of separating, the Commission must
submit its debt claim to the employ-
ee’s paying agency for collection as
provided in 5 CFR 550.1104(1). Pursuant
to 5 CFR 1101, the paying agency must
certify the total amount of its collec-
tion and notify the creditor agency and
employee. If the paying agency is
aware that the employee is entitled to
payments from the Civil Service Re-
tirement and Disability Fund, or other
similar payments, it must provide
written notification to the agency re-
sponsible for making such payments
that the debtor owes a debt (including
the amount) and that the paying agen-
cy has fully complied with the provi-
sions of this section. The Commission
must submit a properly certified claim
to the agency responsible for making
such payments before the collection
can be made.

(6) If the employee is already sepa-
rated and all payments due from his or
her former paying agency have been
paid, the Commission may request, un-
less otherwise prohibited, that money
due and payable to the employee from
the Civil Service Retirement and Dis-
ability Fund (6 CFR 831.1801) or other
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similar funds, be administratively off-
set to collect the debt (See 31 U.S.C.
3716 and the FCCS).

(7) When an employee transfers to an-
other paying agency, the Commission
shall not repeat the due process proce-
dures described in 5 U.S.C. 5514 and
subpart B of this part to resume the
collection. The Commission must re-
view 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. The Commission must sub-
mit a properly certified claim to the
new paying agency before collection
can be resumed.

(b) Responsibility of the Commission as
the paying agency—(1) Complete claim.
When the Commission receives a prop-
erly certified claim from a creditor
agency, deductions should be scheduled
to begin at the next officially estab-
lished pay interval. The Commission
must notify the employee in writing
that the Commission has received a
certified debt claim from the creditor
agency (including the amount) and the
date salary offset will begin and the
amount of such deductions.

(2) Incomplete claim. When the Com-
mission receives an incomplete certifi-
cation of debt from a creditor agency,
the Commission must return the debt
claim with mnotice that procedures
under 5 U.S.C. 5514 and subpart B of
this part must be provided and a prop-
erly certified debt claim received be-
fore action will be taken to collect
from the employee’s current pay ac-
count.

(3) Review. The Commission is not au-
thorized 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.

(4) Employees who transfer from one
paying agency to another. If, after the
creditor agency has submitted the debt
claim to the Commission and before
the Commission collects the debt in
full, the employee transfers to another
agency, the Commission must certify
the total amount collected on the debt.
One copy of the certification must be
furnished to the employee and one copy
to the creditor agency along with no-
tice of the employee’s transfer.

17 CFR Ch. Il (4-1-25 Edition)

(c) Responsibility of the Program Offi-
cial. (1) The Program Official shall co-
ordinate debt collections and shall, as
appropriate:

(i) Arrange for a hearing upon proper
petition by a federal employee; and

(ii) Prescribe, upon consultation with
the General Counsel, such practices
and procedures as may be necessary to
carry out the intent of this regulation.

(2) The Program Official shall be re-
sponsible for:

(i) Ensuring that each certification of
debt sent to a paying agency is con-
sistent with the pre-offset notice
(§204.33, Pre-offset notice).

(ii) Obtaining hearing officials from
other agencies pursuant to §204.36,
Granting of a pre-offset hearing.

(iii) Ensuring that hearings are prop-
erly scheduled.

[68 FR 38520, July 19, 1993, as amended at 66
FR 54132, Oct. 26, 2001]

§204.44 Interest, penalties, and admin-
istrative costs.

Charges may be assessed for interest,
penalties, and administrative costs in
accordance with the Federal Claims
Collection Standards, 31 CFR 901.9.

[568 FR 38520, July 19, 1993, as amended at 66
FR 54132, Oct. 26, 2001]

Subpart C—Tax Refund Offset

AUTHORITY: 31 U.S.C. 3720A, 31 CFR 285.2(c).

SOURCE: 58 FR 64372, Dec. 7, 1993, unless
otherwise noted.

§204.50 Purpose.

This subpart establishes procedures
for the Commission’s referral of past-
due legally enforceable debts to the De-
partment of the Treasury’s Financial
Management Service (FMS) for offset
against the income tax refunds of the
debtor.

[66 FR 54132, Oct. 26, 2001]
§204.51 [Reserved]

§204.52 Notification of intent to col-
lect.

(a) Notification before tax refund offset.
Reduction of an income tax refund will
be made only after the Commission
makes a determination that an amount
is owed and past-due and gives or
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makes a reasonable attempt to give the
debtor 60 days written notice of the in-
tent to collect by tax refund offset.

(b) Contents of notice. The Commis-
sion’s notice of intent to collect by tax
refund offset (Notice of Intent) will
state:

(1) The amount of the debt;

(2) That unless the debt is repaid
within 60 days from the date of the
Commission’s Notice of Intent, the
Commission intends to collect the debt
by requesting a reduction of any
amounts payable to the debtor as a
Federal income tax refund by an
amount equal to the amount of the
debt and all accumulated interest and
other charges;

(3) A mailing address for forwarding
any written correspondence and a con-
tact name and a telephone number for
any questions; and

(4) That the debtor may present evi-
dence to the Commission that all or
part of the debt is not past due or le-
gally enforceable by:

(i) Sending a written request for a re-
view of the evidence to the address pro-
vided in the notice;

(ii) Stating in the request the
amount disputed and the reasons why
the debtor believes that the debt is not
past due or is not legally enforceable;
and

(iii) Including in the request any doc-
uments that the debtor wishes to be
considered or stating that the addi-
tional information will be submitted
within the remainder of the 60-day pe-
riod.

(c) To the extent that a debt owed
has not been established by judicial or
administrative order, a debtor may dis-
pute the existence or amount of the
debt or the terms of repayment. With
respect to debts established by a judi-
cial or administrative order, Commis-
sion review will be limited to issues
concerning the payment or other dis-
charge of the debt.

[68 FR 64372, Dec. 7, 1993, as amended at 66
FR 54132, Oct. 26, 2001; 66 FR 56383, Nov. 7,
2001]

§204.55

§204.53 [Reserved]

§204.54 Commission action as a result
of consideration of evidence sub-
mitted in response to the notice of
intent.

(a) Consideration of evidence. If, as a
result of the Notice of Intent, the Com-
mission receives notice that the debtor
will submit additional evidence or re-
ceives additional evidence from the
debtor within the prescribed time pe-
riod, tax refund offset will be stayed
until the Commission can:

(1) Comnsider the evidence presented
by the debtor; and

(2) Determine whether or not all or a
portion of the debt is still past due and
legally enforceable; and

(3) Notify the debtor of its deter-
mination.

(b) Commission action on the debt. (1)
The Commission will notify the debtor
of its intent to refer the debt to the
IRS for offset against the debtor’s Fed-
eral income tax refund if it sustains its
decision that the debt is past-due and
legally enforceable. The Commission
will also notify the debtor whether the
amount of the debt remains the same
or is modified; and

(2) The Commission will not refer the
debt to the IRS for offset against the
debtor’s Federal income tax refund if it
reverses its decision that the debt is
past due and legally enforceable.

[68 FR 64372, Dec. 7, 1993, as amended at 66
FR 54132, Oct. 26, 2001]

§204.55 Change in notification to Fi-
nancial Management Service.

After the Commission sends FMS no-
tification of an individual’s liability
for a debt, the Commission will
promptly notify FMS of any change in
the notification, if the Commission:

(a) Determines that an error has been
made with respect to the information
contained in the notification;

(b) Receives a payment or credits a
payment to the account of the debtor
named in the notification that reduces
the amount of the debt referred to FMS
for offset; or

(c) If the debt amount is otherwise
incorrect, except that the amount of a
debt referred to FMS will not be in-
creased unless the Commission has
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complied with the due process require-
ments of this subpart and the Federal
Claims Collection Standards as to the
amount of the increase.

[66 FR 54132, Oct. 26, 2001]

§204.56 Administrative charges.

To the extent permitted by law, all
administrative charges incurred in
connection with the referral of the
debts for tax refund offset will be as-
sessed on the debt and thus increase
the amount of the offset.

[66 FR 54132, Oct. 26, 2001]

§§204.57-204.59 [Reserved]

Subpart D—Administrative Wage
Garnishment

AUTHORITY: 31 U.S.C. 3720D, 31 CFR
285.11().

SOURCE: 66 FR 54132, Oct. 26, 2001, unless
otherwise noted.

§204.60 Purpose.

This subpart provides procedures for
the Commission to collect money from
a debtor’s disposable pay by means of
administrative wage garnishment to
satisfy a delinquent nontax debt owed
to the United States.

§204.61 Scope.

(a) The receipt of payments pursuant
to this subpart does not preclude the
Commission from pursuing other debt
collection remedies, including the off-
set of Federal payments to satisfy a de-
linquent nontax debt owed to the
United States. The Commission may
pursue such debt collection remedies
separately or in conjunction with ad-
ministrative wage garnishment.

(b) This subpart does not apply to the
collection of delinquent nontax debt
owed to the United States from the
wages of Federal employees from their
Federal employment. Federal pay is
subject to the Federal salary offset
procedures set forth in 5 U.S.C. 5514 and
other applicable laws.

§204.62 Definitions.

The following definitions apply to
this subpart:

17 CFR Ch. Il (4-1-25 Edition)

Debt or delinquent nontar debt means
any money, funds or property that has
been determined to be owed to the
Commission by an individual that has
not been paid by the date specified in
the demand or order for payment, or
applicable agreement. For purposes of
this subpart, the terms ‘‘debt” and
“‘claim’ are synonymous.

Disposable pay means that part of the
debtor’s compensation (including, but
not limited to, salary, bonuses, com-
missions, and vacation pay) from an
employer remaining after the deduc-
tion of health insurance premiums and
any amounts required by law to be
withheld. For purposes of this subpart,
“amounts required by law to be with-
held” include amounts for deductions
such as social security taxes and with-
holding taxes, but do not include any
amount withheld pursuant to a court
order.

Employer means a person or entity
that employs the services of others and
that pays their wages or salaries. The
term employer includes, but is not lim-
ited to, State and local Governments,
but does not include an agency of the
Federal Government.

Garnishment means the process of
withholding amounts from an employ-
ee’s disposable pay and the paying of
those amounts to a creditor in satisfac-
tion of a withholding order.

Withholding order means any order for
withholding or garnishment of pay
issued by an agency, or judicial or ad-
ministrative body. For purposes of this
subpart, the terms ‘‘wage garnishment
order” and ‘‘garnishment order’’ have
the same meaning as ‘‘withholding
order.”

§204.63 Notice.

(a) At least 30 days before the initi-
ation of garnishment proceedings, the
Commission will mail, by first class
mail to the debtor’s last known ad-
dress, a written notice informing the
debtor of:

(1) The nature and amount of the
debt;

(2) The Commission’s intention to
initiate proceedings to collect the debt
through deductions from pay until the
debt and all accumulated interest, pen-
alties and administrative costs are paid
in full; and
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(3) An explanation of the debtor’s
rights, including those set forth in
paragraph (b) of this section, and the
time frame within which the debtor
may exercise these rights.

(b) The debtor will be afforded the
opportunity:

(1) To inspect and copy records re-
lated to the debt;

(2) To enter into a written repayment
agreement with the Commission, under
terms agreeable to the Commission;
and

(3) To the extent that a debt owed
has not been established by judicial or
administrative order, to request a
hearing concerning the existence or
amount of the debt or the terms of the
debt’s repayment schedule. With re-
spect to debts established by a judicial
or administrative order, a debtor may
request a hearing concerning the pay-
ment or other discharge of the debt.
The debtor is not entitled to a hearing
concerning the terms of the proposed
repayment schedule if these terms have
been established by written agreement
under paragraph (b)(2) of this section.

(c) The notice required by this sec-
tion may be included with the Commis-
sion’s demand letter required by sub-
part A of this part.

(d) The Commission will keep a copy
of the certificate of service indicating
the date of mailing of the notice.

§204.64 Hearing.

(a) Request for hearing. The Commis-
sion will order a hearing, which at the
Commission’s option may be oral or
written, if the debtor submits a written
request for a hearing concerning, for
debts not previously established by ju-
dicial or administrative order, the ex-
istence or amount of the debt or the
terms of the repayment schedule (for
repayment schedules established other
than by written agreement under
§204.63(b)(2)), or for debts established
by judicial or administrative order, the
payment or other discharge of the debt.

(b) Type of hearing or review. (1) For
purposes of this subpart, whenever the
Commission is required to afford a
debtor a hearing, the Commission will
provide the debtor with a reasonable
opportunity for an oral hearing when
the Commission determined that the
issues in dispute cannot be resolved by

§204.64

review of the documentary evidence,
for example, when the validity of the
claim turns on the issue of credibility
or veracity.

(2) If the Commission determines
that an oral hearing is appropriate, the
time and location of the hearing shall
be established by the Commission. An
oral hearing may, at the debtor’s op-
tion, be conducted either in-person or
by telephone conference. All travel ex-
penses incurred by the debtor in con-
nection with an in-person hearing will
be borne by the debtor. All telephonic
charges incurred during the hearing
will be the responsibility of the agency.

(3) In those cases when an oral hear-
ing is not required by this section, the
Commission will nevertheless accord
the debtor a ‘‘paper hearing,” that is,
the Commission will decide the issues
in dispute based upon a review of the
written record.

(c) Effect of timely request. Subject to
paragraph (1) of this section, if the
debtor’s written request is received by
the Commission on or before the 15th
business day following the mailing of
the notice of the Commission’s intent
to seek garnishment, the Commission
will not issue a withholding order until
the debtor has been provided the re-
quested hearing, and a decision in ac-
cordance with paragraphs (i) and (j) of
this section has been rendered.

(d) Failure to timely request a hearing.
If the debtor’s written request is re-
ceived by the agency after the 15th
business day following the mailing of
the notice of the Commission’s intent
to seek garnishment, the Commission
shall provide a hearing to the debtor.
However, the Commission will not
delay issuance of a withholding order
unless the Commission determines that
the delay in filing the request was
caused by factors over which the debt-
or had no control, or the Commission
receives information that the Commis-
sion believes justifies a delay or can-
cellation of the withholding order.

(e) Hearing official. All hearings shall
be presided over by the Commission, or
if the Commission so orders, by a hear-
ing official. When the Commission des-
ignates that the hearing official shall
be an administrative law judge, the
Chief Administrative Law Judge shall
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select, pursuant to 17 CFR 200.30-10, the
administrative law judge to preside.

(f) Procedure. After the debtor re-
quests a hearing, the hearing official
shall notify the debtor of:

(1) The date and time of a telephonic
hearing;

(2) The date, time, and location of an
in-person oral hearing; or

(3) The deadline for the submission of
evidence for a written hearing.

(g) Burden of proof. (1) The Commis-
sion will have the burden of going for-
ward to prove the existence or amount
of the debt.

(2) Thereafter, if the debtor disputes
the existence or amount of the debt,
the debtor must prove by a preponder-
ance of the evidence that no debt exists
or that the amount of the debt is incor-
rect. In addition, the debtor may
present evidence that the terms of the
repayment schedule are unlawful,
would cause a financial hardship to the
debtor, or that collection of the debt
may not be pursued due to operation of
law.

(h) Record. The hearing official will
maintain a record of any hearing pro-
vided under this section. A hearing is
not required to be a formal evi-
dentiary-type hearing, however, wit-
nesses who testify in oral hearings will
do so under oath or affirmation.

(i) Date of decision. The hearing offi-
cial shall issue a written opinion stat-
ing his or her decision, as soon as prac-
ticable, but not later than sixty (60)
days after the date on which the re-
quest for such hearing was received by
the Commission. If the Commission is
unable to provide the debtor with a
hearing and a decision is not rendered
within sixty (60) days after the receipt
of the request for such hearing:

(1) A withholding order will not be
issued until the hearing is held and a
decision rendered; or

(2) If a withholding order had pre-
viously been issued to the debtor’s em-
ployer, the withholding order will be
suspended beginning on the 61st day
after the receipt of the hearing request
and continuing until a hearing is held
and a decision is rendered.

(j) Content of decision. The written de-
cision shall include:

(1) A summary of the facts presented;

17 CFR Ch. Il (4-1-25 Edition)

(2) The findings, analysis and conclu-
sions; and

(3) The terms of any repayment
schedules, if applicable.

(k) Finality of agency action. Unless
the Commission on its own initiative
orders review of a decision by a hearing
official pursuant to 17 CFR 201.431(c), a
decision by a hearing official shall be-
come the final decision of the Commis-
sion for the purpose of judicial review
under the Administrative Procedure
Act.

(1) Failure to appear. In the absence of
good cause shown, a debtor who fails to
appear at a scheduled hearing will be
deemed as not having timely filed a re-
quest for a hearing.

§204.65 Wage garnishment order.

(a) Unless the Commission receives
information that the Commission be-
lieves justifies a delay or cancellation
of the withholding order, the Commis-
sion will send, by first class mail, a
withholding order to the debtor’s em-
ployer within 30 days after the debtor
fails to make a timely request for a
hearing (i.e., within 15 business days
after the mailing of the notice of the
Commission’s intent to seek garnish-
ment) or, if a timely request for a hear-
ing is made by the debtor, within 30
days after a decision to issue a with-
holding order becomes final.

(b) The withholding order sent to the
employer will be in the form prescribed
by the Secretary of the Treasury, on
the Commission’s letterhead, and
signed by the Chairperson or his or her
delegatee. The order will contain the
information necessary for the employer
to comply with the withholding order.
This information includes the debtor’s
name, address, and social security
number, as well as instructions for
withholding and information as to
where payments should be sent.

(c) The Commission will keep a copy
of the certificate of service indicating
the date of mailing of the order.

(d) Certification by employer. Along
with the withholding order, the Com-
mission will send to the employer a
certification in a form prescribed by
the Secretary of the Treasury. The em-
ployer shall complete and return the
certification to the Commission within
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the time frame prescribed in the in-
structions to the form. The certifi-
cation will address matters such as in-
formation about the debtor’s employ-
ment status and disposable pay avail-
able for withholding.

(e) Amounts withheld. (1) After receipt
of the garnishment order issued under
this section, the employer shall deduct
from all disposable pay paid to the ap-
plicable debtor during each pay period
the amount of garnishment described
in paragraph (e)(2) of this section.

(2) Subject to the provisions of para-
graphs (e)(3) and (e)(4) of this section,
the amount of garnishment shall be the
lesser of:

(i) The amount indicated on the gar-
nishment order up to 15% of the debt-
or’s disposable pay; or

(ii) The amount set forth in 15 U.S.C.
1673(a)(2) (Restriction on Garnish-
ment). The amount set forth at U.S.C.
1673(a)(2) is the amount by which the
debtor’s disposable pay exceeds an
amount equivalent to thirty times the
minimum wage See 29 CFR 870.10.

(3) When a debtor’s pay is subject to
withholding orders with priority, the
following shall apply:

(i) Unless otherwise provided by Fed-
eral law, withholding orders issued
under this section shall be paid in the
amounts set forth under paragraph
(e)(2) of this section and shall have pri-
ority over other withholding orders
which are served later in time. How-
ever, withholding orders for family
support shall have priority over with-
holding orders issued under this sec-
tion.

(ii) If amounts are being withheld
from a debtor’s pay pursuant to a with-
holding order served on an employer
before a withholding order issued pur-
suant to this section, or if a with-
holding order for family support is
served on an employer at any time, the
amounts withheld pursuant to the
withholding order issued under this
section shall be the lesser of:

(A) The amount calculated under
paragraph (e)(2) of this section; or

(B) An amount equal to 25% of the
debtor’s disposable pay less the
amount(s) withheld under the with-
holding order(s) with priority.

(iii) If a debtor owes more than one
debt to the Commission, the Commis-

§204.65

sion may issue multiple withholding
orders. The total amount garnished
from the debtor’s pay for such orders
will not exceed the amount set forth in
paragraph (e)(2) of this section.

(4) An amount greater than that set
forth in paragraphs (e)(2) and (e)(3) of
this section may be withheld upon the
written consent of the debtor.

(5) The employer shall promptly pay
to the Commission all amounts with-
held in accordance with the with-
holding order issued pursuant to this
section.

(6) An employer shall not be required
to vary its normal pay and disburse-
ment cycles in order to comply with
the withholding order.

(7) Any assignment or allotment by
the employee of the employee’s earn-
ings shall be void to the extent it inter-
feres with or prohibits execution of the
withholding order under this section,
except for any assignment or allotment
made pursuant to a family support
judgment or order.

(8) The employer shall withhold the
appropriate amount from the debtor’s
wages for each pay period until the em-
ployer receives notification from the
Commission to discontinue wage with-
holding. The garnishment order shall
indicate a reasonable period of time
within which the employer is required
to commence wage withholding.

(f) Ezxclusions from garnishment. The
Commission will not garnish the wages
of a debtor it knows has been involun-
tarily separated from employment
until the debtor has been reemployed
continuously for at least 12 months.
The debtor has the burden of informing
the Commission of the circumstances
surrounding an involuntary separation
from employment.

(g) Financial hardship. (1) A debtor
whose wages are subject to a wage
withholding order under this section,
may, at any time, request a review by
the Commission of the amount gar-
nished, based on materially changed
circumstances such as disability, di-
vorce, or catastrophic illness which re-
sult in financial hardship.

(2) A debtor requesting a review
under this section shall submit the
basis for claiming that the current
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amount of garnishment results in a fi-
nancial hardship to the debtor, along
with supporting documentation.

(3) If a financial hardship is found,
the Commission will downwardly ad-
just, by an amount and for a period of
time agreeable to the Commission, the
amount garnished to reflect the debt-
or’s financial condition. The Commis-
sion will notify the employer of any ad-
justments to the amounts to be with-
held.

(h) Ending garnishment. (2) Once the
Commission has fully recovered the
amounts owed by the debtor, including
interest, penalties, and administrative
costs consistent with the Federal
Claims Collection Standards (31 CFR
901.9), the Commission will send the
debtor’s employer notification to dis-
continue wage withholding.

(2) At least annually, the Commis-
sion will review its debtors’ accounts
to ensure that garnishment has been
terminated for accounts that have been
paid in full.

(i) Actions prohibited by the employer.
The Debt Collection Act prohibits an
employer from discharging, refusing to
employ, or taking disciplinary action
against the debtor due to the issuance
of a withholding order under this sec-
tion (31 U.S.C. 3720D(e)).

(j) Refunds. (1) If a hearing official
determines that a debt is not legally
due and owing to the United States,
the Commission shall promptly refund
any amount collected by means of ad-
ministrative wage garnishment.

(2) Unless required by Federal law or
contract, refunds under this section
shall not bear interest.

(k) Right of action. The Commission
may sue any employer for any amount
that the employer fails to withhold
from wages owed and payable to an em-
ployee in accordance with this section.
However, a suit will not be filed before
the termination of the collection ac-
tion involving a particular debtor, un-
less earlier filing is necessary to avoid
expiration of any applicable statute of
limitations. For purposes of this sec-
tion, ‘‘termination of the collection ac-
tion” occurs when the agency has ter-
minated collection action in accord-
ance with the Federal Claims Collec-
tion Standards (31 CFR 903.1-903.5) or
other applicable standards. In any

17 CFR Ch. Il (4-1-25 Edition)

event, termination of the collection ac-
tion will have been deemed to occur if
the Commission has not received any
payments to satisfy the debt from the
particular debtor whose wages were
subject to garnishment, in whole or in
part, for a period of one (1) year.

Subpart E—Miscellaneous: Credit
Bureau Reporting, Collection
Services

AUTHORITY: 31 U.S.C. 3701, 3711, 3718.

SOURCE: 58 FR 64373, Dec. 7, 1993, unless
otherwise noted.

§204.75 Collection services.

Section 13 of the Debt Collection Act
(31 U.S.C. 3718) authorizes agencies to
enter into contracts for collection serv-
ices to recover debts owed the United
States. The Act requires that certain
provisions be contained in such con-
tracts, including:

(a) The agency retains the authority
to resolve a dispute, including the au-
thority to terminate a collection ac-
tion or refer the matter to the Attor-
ney General for civil remedies; and

(b) The contractor is subject to the
Privacy Act of 1974, as it applies to pri-
vate contractors, as well as subject to
State and Federal laws governing debt
collection practices.

§204.76 Use of credit bureau or con-
sumer reporting agencies.

(a) The Commission may report de-
linquent debts to consumer reporting
agencies (See 31 U.S.C. 3701(a)(3), 3711).
Sixty days prior to release of informa-
tion to a consumer reporting agency,
the debtor shall be notified, in writing,
of the intent to disclose the existence
of the debt to a consumer reporting
agency. Such notice of intent may be a
separate correspondence or included in
correspondence demanding direct pay-
ment. The notice shall be in conform-
ance with 31 U.S.C. 3711(e) and the Fed-
eral Claims Collection Standards. The
Commission shall provide, in this no-
tice, the debtor with:

(1) An opportunity to inspect and
copy agency records pertaining to the
debt;
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(2) An opportunity for an administra-
tive review of the legal enforceability
or past due status of the debt;

(3) An opportunity to enter into a re-
payment agreement on terms satisfac-
tory to the Commission to prevent the
Commission from reporting the debt as
overdue to consumer reporting agen-
cies, and provide deadlines and method
for requesting this relief;

(4) An explanation of the rate of in-
terest that will accrue on the debt,
that all costs incurred to collect the
debt will be charged to the debtor, the
authority for assessing these costs, and
the manner in which the Commission
will calculate the amount of these cost;

(5) An explanation that the Commis-
sion will report the debt to the con-
sumer reporting agencies to the det-
riment of the debtor’s credit rating;
and

(6) A description of the collection ac-
tions that the agency may take in the
future if those presently proposed ac-
tions do not result in repayment of the
loan obligation, including the filing of
a lawsuit against the borrower by the
agency and assignment of the debt for
collection by offset against Federal in-
come tax refunds or the filing of a law-
suit against the debtor by the Federal
Government.

(b) The information that may be dis-
closed to the consumer reporting agen-
cy is limited to:

(1) The debtor’s name, address, social
security number or taxpayer identi-
fication number, and any other infor-
mation necessary to establish the iden-
tity of the individual;

(2) The amount, status, and history
of the claim; and

(3) The Commission program or ac-
tivity under which the claim arose.

[68 FR 64373, Dec. 7, 1993, as amended at 66
FR 54135, Oct. 26, 2001]

§204.77 Referrals to collection agen-
cies.

(a) The Commission has authority to
contract for collection services to re-
cover delinquent debts in accordance
with 31 U.S.C. 3718(a) and the Federal
Claims Collection Standards (31 CFR
901.5).

(b) The Commission will use private
collection agencies where it determines
that their use is in the best interest of

Pt. 205

the Government. Where the Commis-
sion determines that there is a need to
contract for collection services, the
contract will provide that:

(1) The authority to resolve disputes,
compromise claims, suspend or termi-
nate collection action, or refer the
matter to the Department of Justice
for litigation or to take any other ac-
tion under this part will be retained by
the Commission;

(2) Contractors are subject to the Pri-
vacy Act of 1974, as amended, to the ex-
tent specified in 5 U.S.C. 552a(m) and to
applicable Federal and State laws and
regulations pertaining to debt collec-
tion practices, such as the Fair Debt
Collection Practices Act, 15 U.S.C. 1692;

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

(4) The contractor must agree that
uncollectible accounts shall be re-
turned with appropriate documenta-
tion to enable Commission to deter-
mine whether to pursue collection
through litigation or to terminate col-
lection; and

(5) The contractor must agree to pro-
vide any data in its files requested by
the Commission upon returning the ac-
count to the Commission for subse-
quent referral to the Department of
Justice for litigation.

[568 FR 64373, Dec. 7, 1993, as amended at 66
FR 54135, Oct. 26, 2001]

PART 205—STANDARDS OF PRO-
FESSIONAL CONDUCT FOR AT-
TORNEYS  APPEARING  AND
PRACTICING BEFORE THE COM-
MISSION IN THE REPRESENTATION
OF AN ISSUER

Sec.

205.1 Purpose and scope.

205.2 Definitions.

205.3 Issuer as client.

205.4 Responsibilities of supervisory attor-
neys.

205.5 Responsibilities of a subordinate at-
torney.

205.6 Sanctions and discipline.

205.7 No private right of action.

AUTHORITY: 15 U.S.C. 77s, 78d-3, 78w, 80a-37,
80a-38, 80b-11, 7202, 7245, and 7262.

SOURCE: 68 FR 6320, Feb. 6, 2003, unless oth-
erwise noted.
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