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dated. There is no prescribed format 
for demand letters. Agencies will uti-
lize demand letters and procedures that 
will lead to the earliest practicable de-
termination of whether the debt can be 
resolved administratively or must be 
referred for litigation. 

(e) Agencies will respond promptly to 
communications from debtors, within 
30 days of receipt whenever feasible, 
and will advise debtors who dispute 
debts to furnish available evidence to 
support their contentions. 

(f) Prior to the initiation of the de-
mand process or at any time during or 
after completion of the demand proc-
ess, if an agency determines to pursue, 
or is required to pursue, administrative 
offset, the procedures applicable to off-
set must be followed (see subpart D of 
this part). The availability of funds or 
money for debt satisfaction by admin-
istrative offset, and the agency’s deter-
mination to pursue collection by ad-
ministrative offset, will release the 
agency from the necessity of further 
compliance with paragraphs (a), (b), 
and (c) of this section. 

(g) Prior to referring a debt for liti-
gation under 31 CFR part 904, agencies 
will advise each debtor determined to 
be liable for the debt that, unless the 
debt can be collected administratively, 
litigation may be initiated. This notifi-
cation complies with Executive Order 
12988 (58 FR 51735, October 4, 1993) and 
may be given as part of a demand let-
ter under paragraph (b) of this section 
or in a separate document. Litigation 
counsel for the government will be ad-
vised that this notice has been given. 
In general, only one agency should 
service a debt at a time; that is, agen-
cies should not simultaneously refer a 
debt to both Treasury and Justice for 
collection. 

(h) When an agency learns that a 
bankruptcy petition has been filed with 
respect to a debtor, before proceeding 
with further collection action, the 
agency will immediately request legal 
advice from OGC concerning the im-
pact of the Bankruptcy Code on any 
pending or contemplated collection ac-
tivities. Unless the agency is advised 
that the automatic stay imposed at the 
time of filing pursuant to 11 U.S.C. 362 
has been lifted or is no longer in effect, 
in most cases collection activity 

against the debtor must stop imme-
diately. The agency should take the 
following steps: 

(1) After requesting legal advice, a 
proof of claim must be filed in most 
cases with the bankruptcy court or the 
Trustee. Agencies will refer to the pro-
visions of 11 U.S.C. 106 relating to the 
consequences on sovereign immunity of 
filing a proof of claim. 

(2) If the agency is a secured creditor, 
it may request relief from the auto-
matic stay regarding its security, sub-
ject to the provisions and requirements 
of 11 U.S.C. 362. 

(3) Offset is stayed in most cases by 
the automatic stay. However, agencies 
may request legal advice from OGC to 
determine whether their payments to 
the debtor and payments of other agen-
cies available for offset may be frozen 
by the agency until relief from the 
automatic stay can be obtained from 
the bankruptcy court. Agencies also 
may request legal advice from OGC to 
determine whether recoupment is 
available. 

§ 3.12 Reporting of debts to Credit Re-
porting Agencies. 

(a) In demand letters to debtors sent 
in accordance with § 3.11, agencies will 
inform debtors: 

(1) The intent of the agency to report 
the delinquent debt to credit reporting 
agencies after 60 days; 

(2) The specific information to be 
transmitted (that is, name, address, 
and taxpayer identification number, 
information about the debt); 

(3) The actions which may be taken 
by the debtor to prevent the reporting 
(that is, repayment in full or a repay-
ment agreement); and 

(4) The rights of the debtor to request 
review of the existence of the debt in 
accordance with subpart F of this part. 

(b) Disclosure of delinquent consumer 
debts must be consistent with the re-
quirements of 31 U.S.C. 3711(e), the Pri-
vacy Act of 1974 (5 U.S.C. 552a), the 
Bankruptcy Code, and 31 CFR 901.4. 

(c) When an agency has given a debt-
or any of the notices required by this 
part and an opportunity for adminis-
trative review under subpart F of this 
part, the agency need not duplicate 
such notice and review opportunities 
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before reporting the delinquent debt to 
credit reporting agencies. 

(d) Agencies will not disclose a delin-
quent debt to a credit reporting agency 
if a debtor requests review under sub-
part F of this part until a final deter-
mination is made by a reviewing offi-
cial that upholds the agency intent to 
disclose. 

§ 3.14 Suspension or revocation of eli-
gibility for loans and loan guaran-
tees, licenses, permits, or privileges. 

(a) Agencies are not permitted to ex-
tend financial assistance in the form of 
a loan, loan guarantee, or loan insur-
ance to any person delinquent on a 
nontax debt owed to a Federal agency, 
except as otherwise authorized by law 
or upon waiver of application of this 
section by the USDA Chief Financial 
Officer (CFO) or Deputy CFO. This pro-
hibition does not apply to disaster 
loans. Agencies may extend credit after 
the delinquency has been resolved. The 
Secretary of the Treasury may exempt 
classes of debts from this prohibition 
and has prescribed standards defining 
when a ‘‘delinquency’’ is ‘‘resolved’’ for 
purposes of this prohibition. See 31 
CFR 285.13 (Barring Delinquent Debtors 
from Obtaining Federal Loans or Loan 
Insurance or Guarantees). 

(b) Similarly, agencies also are not 
permitted to extend financial assist-
ance (either directly or indirectly) in 
the form of grants, loans, or loan guar-
antees to judgment debtors who have a 
judgment lien placed against their 
property until the judgment is satis-
fied, unless the agency grants a waiver 
in accordance with agency regulations. 
See 31 U.S.C. 3720B. 

(c) In non-bankruptcy cases, agencies 
pursuing the collection of statutory 
penalties, forfeitures, or other types of 
claims must consider the suspension or 
revocation of licenses, permits, or 
other privileges for any inexcusable or 
willful failure of a debtor to pay such a 
debt in accordance with the agency’s 
regulations or governing procedures. 
The debtor will be advised in the agen-
cy’s written demand for payment of the 
agency’s ability to suspend or revoke 
licenses, permits, or privileges. 

(d) Any agency making, guaran-
teeing, insuring, acquiring, or partici-
pating in, loans must consider sus-

pending or disqualifying any lender, 
contractor, or broker from doing fur-
ther business with the agency or en-
gaging in programs sponsored by the 
agency if such lender, contractor, or 
broker fails to pay its debts to the gov-
ernment within a reasonable time or if 
such lender, contractor, or broker has 
been suspended, debarred, or disquali-
fied from participation in a program or 
activity by USDA or another Federal 
agency. Failure to pay a single sub-
stantial debt, or a number of out-
standing debts (including disallowed 
costs and overrun payments, but not 
including sums owed to the govern-
ment under the Internal Revenue Code 
or as specified in the appropriations 
provisions regarding outstanding tax 
debt in sections 745 and 746 of Division 
E of the Consolidated Appropriations 
Act, 2016 (Pub. L. 114–113) and successor 
provisions of law) owed to any Federal 
agency or instrumentality is grounds 
for non-procurement suspension or de-
barment if the debt is uncontested and 
the debtor’s legal administrative rem-
edies for review of the debt are ex-
hausted. See 2 CFR 180.800(c)(3). 

(e) The failure of any surety to honor 
its obligations in accordance with 31 
U.S.C. 9305 will be reported to Treas-
ury. Treasury will forward to all inter-
ested agencies notification that a sure-
ty’s certificate of authority to do busi-
ness with the government has been re-
voked. 

(f) The suspension or revocation of li-
censes, permits, or privileges also may 
extend to USDA programs or activities 
that are administered by the States on 
behalf of the government, to the extent 
that they affect the government’s abil-
ity to collect money or funds owed by 
debtors. Therefore, States that manage 
USDA activities, pursuant to approval 
from the agencies, will ensure that ap-
propriate steps are taken to safeguard 
against issuing licenses, permits, or 
privileges to debtors who fail to pay 
their debts to the government. 

(g) In bankruptcy cases, before advis-
ing the debtor of an agency’s intention 
to suspend or revoke licenses, permits, 
or privileges, agencies may request 
legal advice from OGC concerning the 
impact of the Bankruptcy Code, par-
ticularly 11 U.S.C. 362 and 525, which 
may restrict such action. 
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