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[bookmark: MD_600_50_17_Managing_Debt]50.17     Managing Debt

[bookmark: MD_600_50_17_1_References]50.17.1   References.
· 31 United States Code (U.S.C). Chapter 37 Claims U.S.C.
· 31 Code of Federal Regulations (C.F.R.) Parts 900-904 Federal Claims Collection Standards 31 C.F.R. 900
· Treasury Directive (TD) 34-02 Credit Management and Debt Collection TD 34-02 
· OMB Circular A-129 Managing Federal Credit Programs OMB A-129 
· Treasury Financial Manual (TFM) Supplement Managing Federal Receivables TFM Managing Federal Receivables
· TIGTA Delegation Order 31 Authority to Collect Debts
· TIGTA Operations Manual (TIGTA Manual), Chapter (700)-100.6, Collection of Debts Owed the United States 

[bookmark: MD_600_50_17_2_Introduction]50.17.2   Introduction.  
The 31 C.F.R. Section (§) 901.1 requires Federal agencies to promptly collect all debts due to the agency.  It is TIGTA’s policy to collect all debts arising from TIGTA’s activities.  TIGTA’s financial services provider – Bureau of the Fiscal Service Administrative Resource Center (BFS-ARC) records debts that arise from transactions processed in any of the feeder systems (WebTA, PRISM, Concur Government Edition (CGE), CitiDirect, etc.) that interface with the core financial system.  These debts are recorded as accounts receivables.  Occasionally, some debts may arise from transactions that occur outside the financial management system (e.g., tort claims, judgment forfeitures, improper purchase card payments, etc.).  Such debts will also be recorded as accounts receivable in the core financial system.  The purpose of this section is to establish policies and procedures for debts that occur outside the financial management system, and for managing all of TIGTA’s debts.  In this section, debt and claim are synonymous and interchangeable.  
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Active Collection:  This means that debt is being collected through the use of appropriate debt collection remedies, including, but not limited to, demand letters, offset, credit bureau reporting, referral to the Department of the Treasury’s Fiscal Service for collection, etc.

Close Out:  Written-off debt is classified as “Close-out” when an agency determines that further debt collection actions are prohibited (e.g., a debtor is released from liability in bankruptcy) or the agency does not plan to take any future actions (either active or passive) to try to collect the debt. 

Compromise:  When an agency accepts less than the full amount of the outstanding debt in full satisfaction of the entire amount.  

Currently Not Collectible (CNC):  Written-off debt is classified as “CNC” when an agency intends to continue cost effective debt collection action.

Debt:  Any amount of funds that have been determined by an appropriate Federal agency official to be owed to the agency by a person, organization, or entity other than another Federal agency.

Delinquent Debt:  Debt that has not been paid by the due date specified in the agency’s initial written demand or the end of the “grace period” established in any applicable agreement (e.g., installment payment plans).

Discharged Debt:  Debt that has been closed-out.

Nontax Debt:  Any debt other than debts arising, or payments made, under the Internal Revenue Code of 1986.

Passive Collection:  This means debt is no longer being actively collected, that is, the debt remains secured by a judgment lien or other lien interest, has not been removed from the Treasury Offset Program, or is being collected by offset.

Suspension: Occurs when an agency decides to defer its attempts to enforce collection for a period of time specified in its regulations or collection strategy. 

Termination:  Is a decision to cease active collection on a debt.

Write-off:  Is an accounting action that results in reporting the debt/receivable as having no value in the agency’s financial and management reports.  

[bookmark: MD_600_50_17_4_Claims_Collection_Off]50.17.4   Claims Collection Official.  
In accordance with Mission Support Delegation Order 02, TIGTA’s Claims Collection Official (CCO) is the Director, Finance and Procurement/Deputy Chief Financial Officer (DCFO).
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Once the appropriate TIGTA function official recognizes that a debt is owed to TIGTA, following procedures should be followed to establish the debt (Note:  the appropriate official, the formality of the determination, and the timing of the establishment will vary according to the facts and circumstances of the situation):

1. The function should notify TIGTA’s CCO of the debt by e-mail.  The e-mail should contain the following information:
· A description of the situation that led to the debt;
· The amount of the debt, and name, billing address, tax identification number of the debtor.  If the debtor is an organization, the point of contact’s name should also be provided.  If the organization is an insurance company, the claim and policy numbers should also be provided (if applicable);
· If the debt was as a result of an improper or wrong payment made with a TIGTA purchase card that cannot be credited back to the card, the following original transaction information should be provided: the accounting string, e.g., TGT0119DB (insert 2-digit fiscal year twice) XX; cost center; and, budget object class.
· A demand letter for the CCO’s signature.  Please see Exhibit (600)-50-15 for a sample demand letter.

2. The CCO will review the demand letter for sufficiency of debt terms (e.g., when interest will start to accrue, interest rates for penalties), and sign the letter.  The CCO’s signature establishes that a debt is due and owed to TIGTA.  Depending on the nature of the case, the CCO may also have Office of Chief Counsel review the demand letter for legal sufficiency.  Subsequently, the CCO will notify BFS-ARC by email to create an account receivable.  The signed copy of the demand letter will also be attached to the e-mail.  The BFS-ARC will generate an invoice, mail it to the debtor along with the demand letter, and create the account receivable in the core financial system.
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· A debt is delinquent when the scheduled payment is not paid in full by the payment due date contained in the initial demand letter, or by the date specified in the applicable agreement.
· Debt that is delinquent by 90 days or less will be handled by CCO or CCO’s delegate in coordination with BFS-ARC using any of the appropriate administrative collection tools in accordance with 31 C.F.R. 901 (demand letters, internal offset, Treasury Offset Program (TOP), administrative wage garnishment, or Treasury Cross-Servicing).  
· Debt that is delinquent by more than 90 days will be referred to Office of Chief Counsel in accordance with TIGTA Manual (700)-100.6.7 for further action.
· Nontax debt that is over 180 days delinquent will be referred to the Department of the Treasury’s Bureau of the Fiscal Service (BFS) in coordination with BFS-ARC and the Office of Chief Counsel for further administrative action in accordance with 31 C.F.R. 901 (TOP or cross-servicing).  Exceptions to this requirement are set forth in 31 C.F.R. § 285.12.
· The CCO in coordination with BFS-ARC shall report debt that is at least $100 and over 180 days delinquent to credit bureaus through FMS on a nonexclusive basis.  This will be done on the same form used to refer the debt to FMS (see bullet above).  Per TIGTA Manual (700)-100.6.8.2.6 Credit Reporting Agencies, (700)-100.6.8.2.6 advance notice to the debtor is required prior to reporting to credit bureaus. 
· Debt that is less than $100 and over 180 days delinquent will be reported to credit bureaus through BFS at the discretion of TIGTA.  The CCO will determine whether to report such debt to the credit bureaus.  The advance notice requirements discussed in TIGTA Manual (700)-100.6.8.2.6 Credit Reporting Agencies (700)-100.6.8.2.6 should be followed if a decision is made to report.
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The CCO has the authority to compromise, suspend, or terminate collections of debts that are $100,000 or less (excluding interest), however he/she must obtain approval must from TIGTA’s Office of Chief Counsel’s prior to compromising or terminating collection activity on debts greater than $1,500.  Authority to compromise debts over $100,000, or debt (regardless of the amount) arising from fraud, false statements, or misrepresentations by the debtor, rests with the Attorney General of the United States.  

A compromise may be considered (but is not required) when one or more of the following criteria apply:
· The debtor is unable to pay the full debt within a reasonable time period, as verified through credit reports or other financial statements; 
· TIGTA is unable to enforce collection within a reasonable time period;
· The cost of collection does not justify enforced collection of the full amount; or
· There is significant doubt concerning TIGTA’s ability to prove its case in court.

Note:  In determining the debtor’s inability to pay, the following factors should be considered; age and health of the debtor, present and potential income, inheritance prospects, the possibility that assets have been concealed by the debtor, and the availability of assets/income that may be realized  by enforced collection proceedings.  TIGTA may have to follow the requirements for termination, write-off, and close-out for the portion of the debt released/discharged.

A suspension of a collection action may occur when one or more of the following criteria apply:
· TIGTA cannot locate the debtor at the present time;
· The debtor’s financial condition is expected to improve;
· The debtor has  requested an administrative review of the debt; 
· The debtor has filed a petition in bankruptcy; and/or
· The debtor has requested a waiver.

Note:  Collection action should be suspended only when TIGTA has reason to believe that the suspension will improve the chances of recovery or at least not endanger the recovery of the debt (e.g., if the debtor has been temporarily laid off from a job).  If appropriate, passive collection action may continue during a period of suspension.
Termination should occur if any of the criteria below applies; 
· The debt is legally without merit and enforcement barred;
· The debt cannot be substantiated;
· The costs of further collection action will exceed the amount recoverable;
· The bureau is unable to locate the debtor; or
· The bureau is unable to collect any substantial amount through its own efforts or the efforts of others; or Debt against debtor has been discharged in bankruptcy.

Note:  Prior to terminating collection activity, all appropriate means of collection should be pursued before it is determined that the debt is uncollectible.  Termination of collection ceases active collection of the debt.
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Generally, write-off is mandatory for delinquent debt older than two years unless documented and justified to the Office of Management and Budget OMB in consultation with Treasury.  In those cases where material collections can be documented to occur after two years, debt should not be written-off until the estimated collections become immaterial.

Written-off debt must be classified as either Currently Not Collectible (CNC) or Close-out.  It should be classified as CNC when it is determined that cost effective collection of the debt should continue.  Written-off debt should be classified as Close-out when it is determined that it is not cost effective to pursue the collection, or the collection action is legally barred.  Writing-off debt is just an accounting action that reports the debt has no value in the financial reports.  It is not tied to terminating or suspending a collection action.  

Before closing-out (discharging) delinquent debt, TIGTA shall take all appropriate steps to collect the debt per 31 U.S.C. 3711 – see Section 50.17.4 above for debt collection tools/processes.  

Note:  Termination of collection activity must occur before a debt can be closed-out.  When a debt is discharged in full or in part, further collection action is prohibited.

Reporting Discharged Debts to the Internal Revenue Service (IRS):

The CCO must determine whether to report closed-out (discharged) debt to the IRS on Form 1099-C as potential income to the debtor.  The following identifiable events trigger reporting such debt on Form 1099-C:
· A discharge of bankruptcy under Title 11 of the United States Code (bankruptcy);
· A cancellation of an indebtedness that makes the debt unenforceable in a receivership, foreclosure, or similar Federal or State court proceeding;
· A cancellation of an indebtedness where a debtor’s affirmative statute of limitations defense is upheld and can no longer be challenged by appeal;
· A cancellation of an indebtedness that occurs when the creditor elects foreclosure remedies that legally bar the creditor’s right to collect the debt;
· A cancellation that renders a debt unenforceable pursuant to a probate or similar proceeding;
· A discharge of indebtedness pursuant to an agreement between the creditor and the debtor to discharge the indebtedness at less than full consideration; or
· A discharge of indebtedness pursuant to a decision by the creditor, or the application of a defined policy of the creditor to discontinue collection action and discharge the debt.

No later than January 20th of the following calendar year from when a debt is closed-out (discharged), TIGTA must report  debts of $600 or more on form 1099-C, but has the option of reporting amounts less than $600.  The CCO will coordinate this with BFS-ARC.  
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