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(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.

§3.15 Liquidation of collateral.

(a) In accordance with applicable
laws and regulations, agencies may liq-
uidate security or collateral through a
sale or a nonjudicial foreclosure and
apply the proceeds to the applicable
debt(s), if the debtor fails to pay the
debt(s) within a reasonable time after
demand and if such action is in the in-
terest of the United States. Collection
from other sources, including liquida-
tion of security or collateral, is not a
prerequisite to requiring payment by a
surety, insurer, or guarantor unless
such action is expressly required by
statute or contract.

(b) When an agency learns that a
bankruptcy petition has been filed with
respect to a debtor, the agency may re-
quest legal advice from OGC con-
cerning the impact of the Bankruptcy
Code, including, but not limited to, 11
U.S.C. 362, to determine the applica-
bility of the automatic stay and the
procedures for obtaining relief from
such stay prior to proceeding under
paragraph (a) of this section.

§3.17

§3.16 Collection in installments.

(a) Whenever feasible, agencies will
collect the total amount of a debt in
one lump sum. If a debtor is financially
unable to pay a debt in one lump sum,
agencies may accept payment in reg-
ular installments. Agencies will obtain
financial statements from debtors (or a
similar statement from foreign debt-
ors) who represent that they are unable
to pay in one lump sum and independ-
ently verify such representations
whenever possible (see 31 CFR 902.2(g)
for methods of verification). Agencies
that agree to accept payments in reg-
ular installments will obtain a legally
enforceable written agreement from
the debtor that specifies all terms of
the arrangement and that contains a
provision accelerating the debt in the
event of default.

(b) The size and frequency of install-
ment payments will bear a reasonable
relation to the size of the debt and the
debtor’s ability to pay. If possible, the
installment payments will be sufficient
in size and frequency to liquidate the
debt in 3 years or less.

(c) Security for deferred payments
will be obtained in appropriate cases.
Agencies may accept installment pay-
ments notwithstanding the refusal of
the debtor to execute a written agree-
ment or to give security, at the agen-
cy’s option.

§3.17 Interest, penalties, and adminis-
trative costs.

(a) Except as provided in paragraphs
(g) and (h) of this section, agencies will
charge interest, penalties, and adminis-
trative costs on debts owed to the
United States as specified in 31 U.S.C.
3717. If not included in the agency’s de-
mand notice, an agency will mail or de-
liver a written notice to the debtor, at
the debtor’s most recent address avail-
able to the agency, explaining the
agency’s requirements concerning
these charges except where these re-
quirements are included in a contrac-
tual or repayment agreement. These
charges will continue to accrue until
the debt is paid in full or otherwise re-
solved through compromise, termi-
nation, or waiver of the charges.

(b) Agencies will charge interest on
debts owed the United States except as
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