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GENERAL INSTRUCTIONS

Custom Federal Regulations Service™

Supplemental Materials for Book A

Code of Federal Regulations
Title 38, Parts 0, 1, 2, 12, 14-16, 18-20, 25-26, 38-45, 48-49, 74-75

General

Veterans Benefits Administration

Supplement No. 95
5 September 2010

Covering the period of Federal Register issues
through September 3, 2010

When Book A was originally prepared, it was current through final
regulations published in the Federal Register of 21 April 1992. These supplemental
materials are designed to keep your regulations up to date. You should file the
attached pages immediately, and record the fact that you did so on the Supplement
Filing Record which begins on page A-8 of Book A, General.
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To ensure accuracy and timeliness of your materials,
it is important that you follow these simple procedures:

1. Always file your supplemental materials immediately upon receipt.

2. Before filing, always check the Supplement Filing Record (page A-8) to
be sure that all prior supplements have been filed. If you are missing any
supplements, contact the Veterans Benefits Administration at the address
listed on page A-2.

3. After filing, enter the relevant information on the Supplement Filing
Record sheet (page A-8)—the date filed, name/initials of filer, and date
through which the Federal Register is covered.

4., If as aresult of a failure to file, or an undelivered supplement, you have
more than one supplement to file at a time, be certain to file them in
chronological order, lower number first.

5. Always retain the filing instructions (simply insert them at the back of
the book) as a backup record of filing and for reference in case of a filing
error.

6. Be certain that you permanently discard any pages indicated for
removal in the filing instructions in order to avoid confusion later.

To execute the filing instructions, simply remove and throw away the

pages listed under Remove These Old Pages, and replace them in each case with the
corresponding pages from this supplement listed under Add These New Pages.
Occasionally new pages will be added without removal of any old material
(reflecting new regulations), and occasionally old pages will be removed without
addition of any new material (reflecting rescinded regulations)—in these cases the
word None will appear in the appropriate column.
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FILING INSTRUCTIONS

Book A, Supplement No. 95

September S, 2010
Remove these Add these Section(s)
old pages new pages Affected

Do not file this supplement until you confirm that
all prior supplements have been filed

A-17 to A-18 A-17 to A-18 Index to Book A
1.INDEX-7 to 1. INDEX —8 1.INDEX-7 to 1. INDEX —8 Index to Part 1
1.893-1 to 1.900-1 1.893-1 to 1.900-1 Auth. cite
1.936-1 to 1.940-1 1.936-1 to 1.940-1 §1.940
1.944-1 to 1.950-1 1.944-1 to 1.950-1 §1.945 (added)

Be sure to complete the
Supplement Filing Record (page A-8)
when you have finished filing this material.
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HIGHLIGHTS

Book A, Supplement No. 95
September 5, 2010

Supplement Highlights references: Where substantive changes are made in the text of
regulations, the paragraphs of Highlights sections are cited at the end of the relevant section of text.
Thus, if you are reading §3.263, you will see a note at the end of that section which reads:
“Supplement Highlights references—6(2).” This means that paragraph 2 of the Highlights section in
Supplement No. 6 contains information about the changes made in §3.263. By keeping and filing the
Highlights sections, you will have a reference source explaining all substantive changes in the text of
the regulations.

Supplement frequency: This Book A (General) was originally supplemented twice a year,
in April and October. Beginning 1 August 1995, supplements will be issued every month during
which a final rule addition or modification is made to the parts of Title 38 covered by this book.
Supplements will be numbered consecutively as issued.

Modifications in this supplement include the following:

1. On 31 August 2010, the VA published a final rule, effective 30 September 2010, to
amend VA regulations to implement certain statutory provisions that grant limited authority to the
Secretary of Veterans Affairs to terminate collection action on certain debts arising from a VA
benefit program when the indebted individual is a member of the Armed Forces or a veteran who
dies as a result of injury incurred or aggravated in the line of duty while serving in a theater of
combat operations in a war or in combat against a hostile force during a period of hostilities on or
after September 11, 2001, and to refund amounts collected after the individual’s death; and
implement statutory provisions that grant the Secretary discretionary authority to suspend or
terminate collection of debts owed to VA by individuals who died while serving on active duty as a
member of the Army, Navy, Air Force, Marine Corps, or Coast Guard during a period when the
Coast Guard is operating as a service in the Navy, and to refund amounts collected after the
individual’s death. Changes:

e Revised the authority citation preceding §1.900;
¢ In §1.940, added introductory text; and
e Added new §1.945.
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A-17

Use of Official Mail in the Location and Recovery of Missing Children

1,700 PUIPOSE ...enevnereieieecrien sttt st ereasasaseseses et bbbt e e bbb 1.700-1
1.701 Contact person for missing children official mail program ... 1.701-1
1702 POLICY wvovereeeeenreerereiet sttt et b s bbb e 1.702-1
1.703 Cost and percentage eStmates ......coceviviviiiienrerinineisines e 1.703-1
1.704 [Reserved]

1.705 Restrictions on use of missing children information ..........ccccccevveciviniiinniirnicinnnne, 1.705-1

Homeless Claimants

1.710 Homeless claimants: Delivery of benefit payments and correspondence ................. 1.710-1
Appeals from Decisions of Contracting Officers

1.770-1.776 [Removed]

Appeals from Decisions of Contracting Officers under the
Contract Disputes Act of 1978

1.780-1.783 [Removed]

Part-time Career Employment Program

1.891 Purpose Of PrOZIAmM .. ...ciiiimiuiiiineitiretetse st 1.891-1
1.892 ReVIEW Of POSIHIONS . ..cuiivieiriireieiirirniiatintin sttt e e s a st s 1.892-1
1.893 Establishing and converting time positions ..........coceeveieeviinnininiincnne 1.893-1
1.894 Annual goals and timetables ..o 1.894-1
1.895 Review and evaluation .......c.ooeeiiiieienieieerereseeeneesiiesrese st s e 1.895-1
1.896 PUDLICIZING VACANCIES .....ccvevereeeririeireereaieestiiesiste s ereesesesresse s et srastesreeenaanesecissnsanes 1.896-1
1.897  EXCEPHIOMS . c.vovevriicsereeairiees ittt ss bbb bbb ab bbb 1.897-1

Standards for Collection, Compromise, Suspension or Termination
of Collection Effort, and Referral of Civil Claims for Money or Property

1.900 Prescription of standards..........ccoveviiiiiiiiiieeie 1.900-1
1.901 No private rights Created .........ccovriiiiiiiiieriniiii e 1.901-1
1.902 Antitrust, fraud, and tax and interagency claims.........c.coeccoiivininininiinine e 1.902-1
1.903 Settlement, waiver, or compromise under other statutory

or regulatory aUthOTIY ....ocvciviiiiiii e 1.903-1
1.904 FOIm Of PAYIMENL ....c.eeiirmiiiiitiiieniieneisiis et s 1.904-1
1.905 Subdivision of claims not authorized............ccecrevveenn i 1.905-1
1.906 Required administrative proceedings. .......ceovrvivemiicerermmiininciine e, 1.906-1
1,907 D INTEIONS. .. uveierreeseeetieieesieresreesressesiaeeeseesbressaesab e sessraesrnesessbsshesassesassaaarenabaantens 1.907-1
1.910 Aggressive collection aCtiON ........ovviiiiicirrimriitene 1.910-1

1.911 Collection of debts owed by reason of participation in a
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A-18

beNEtits PrOGIaAIN ..c..occvicveiiririiiicirii i s 1.911-1
1.911a Collection of non-benefit debts.........cceeiviviininiininiiiii e 1.911a-1
1.912  Collection bY OfFSEt...cvicerieieieiriiiiiiinici i e 1.912-1
1.912a Collection by offset—from VA benefit payments...........ccccovvieiiiiiniiiininninnnnene 1.912a-1
1.913 Liquidation of collateral..........cooniiiiiii 1.913-1
1.914 Collection in INStAIIMENLS .....ooouriveeriiriiiieeneeecreeieere st et ere e s et ereaenes 1.914-1
1.915 Interest, administrative costs, and penalties...........c.cvnerieniiniininiene e 1.915-1
1.916 Disclosure of debt information to consumer reporting agencies (CRA)................... 1.916-1
1.917 Contracting for collection SEIVICES........coucvuiriiiiriimiiiiiiieiree s 1.917-1
1.918 Use and disclosure of mailing addresses..........oeevveviriniiinininiieininie e 1.918-1

1.919 Administrative offset against amounts payable from Civil Service
Retirement and Disability Fund, Federal Employees Retirement

System (FERS), final salary check, and lump sum leave payments .................. 1.919-1
1.920 Referral 0f VA debiS . ..ciciiiiiiieieieiciereer st srs e s 1.920-1
1.921  Analysis OF COSTS .ovuiiiiiiiiiiiiei et 1.921-1
1,922 EXEIMPHONS .veevvieirieiieiieeeeeeerestsstesesentesesssenssnsss st sbessesssssan s s esas s sb s sassesesbsseessanerenn 1.922-1
1.923 Administrative wage garniShment...........coovviviniiinniiniir e 1.923-1
1.924 Suspension or revocation of eligibility for federal loans, loan insurance,

loan guarantees, licenses, permits, or privileges .........cceiiiiiniininsnenss 1.924-1
1.929 Reduction of debt through performance of work-study SEIViCes ..........cceveviivenieriniene 1.929-1
1.930 Scope and appliCation ..........coeeiiviiiinini i s 1.930-1
1.931 Bases fOr COMPIOMUISE...c.vrveueueeuiriitiiiieiiieciesie sttt 1.931-1
1.932 Enforcement POLICY ..ovcveirieiieirniiiiiiiiiieitit st st 1.932-1
1.933 Joint and several Hability ......ccooeveeiereiiniineniiniiiin e e 1.933-1
1.934 Further review of compromise offers..........ccccvviiiniiniiniiiiini e 1.934-1
1.935 Consideration of tax consequences to the Government..........ccoceeiiiiicieninnniaieneenn 1.935-1
1.936 Mutual releases of the debtor and VA.........ccovviiiiiniiiniiii i 1.936-1
1.940 Scope and appliCAtION ...c..overueiiiiiiiiiicie e s 1.940-1
1.941 Suspension of COlECtioN ACHIVILY ....covveiiiieriiirininii et 1.941-1
1.942 Termination of collection aCHIVILY .....ccovicrriiiiiiiicierieieiiec e 1.942-1
1.943 Exception to termination..........ccoviiimiimivenriieiieieiiiss st 1.943-1
1.944 Discharge of indebtedness; reporting reqUITEMENtS .....coveveiiririeersernininesesseeenies 1.944-1
1.945 Authority to suspend or terminate collection action on certain benefit

indebtedness; authority for refunds........coeevienini e 1.945-1
1.950 Prompt referral ..c.oeevereieieeinic e 1.950-1
1.951 Claims Collection Litigation Report (CCLR) .....cccooviiiiiniiiiniiiinnciene e 1.951-1
1.952 Preservation 0f eVIAEIICE ....vcoiiuieirieiieiiiecsr e 1.952-1
1.953 Minimum amount of referrals to the Department of Justice..........cccovevvvininciiienns 1.953-1
1.955 Regional office Committees on Waivers and Compromises ........c.vevenniernnininens 1.955-1
1.956  JUTISAICHOM ..cvviierictriereirteec ettt sb et e b s e b b 1.956-1
1.957 Committee aULROTILY ...voceeveriiierreesterrreee sttt 1.957-1
1.958 Finality Of dECISIONS .....cerereeeieriiiiir ettt 1.958-1
1.959 Records and CErtifiCAES .......iuvivurrerriareiererireeree ettt st eb e eb s 1.959-1
1.960 Legal and technical assiStanCe..........covvriiieieiiriininiiie s 1.960-1
L.96T  REIEASES.c.ueeeeereieieirieiieesreeereeeereesseaesbassnasiessrereesrsebcireesbb s e s beesb b e sab s s saae s sbaaarnasannasannenbes 1.961-1
1.962 Waiver Of OVEIPAYINIENLS ....cvuvvieieriieieieiariiniaeeiinte e sis e esrs et e s e st ss e siesane e 1.962-1
1.963 Waiver; other than 10an gUATANLY .......c..ceceviiiiiiiieiini e 1.963-1
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1.INDEX-7 1.INDEX-7

Security and law enforcement at VA facilities.......ccooceeevereeecrciininiiniicciieec e 1.218-1

Standards for Collection, Compromise, Suspension or Termination
of Collection Effort, and Referral of Civil Claims for Money or Property

Antitrust, fraud, and tax and interagency claims.......cocoveecereirirsienienenienene e, 1.902-1
DICfINIEIONS. ...veeivieirie it eseeir st crre st s ererestee s e esatasbe e eesabeasbaeebeeseeaseeenseesanrtrateesatnesrbesebaeannesanenns 1.907-1
FOIm Of PAYIMENL ......c.coviiiiriiriicieiiiet i st b e 1.904-1
No private rights created .......occovviiiiiiiniiniii e 1.901-1
Prescription of standards ..ot 1.900-1
Required administrative proceedings.........ocoveivmiriiiviriiniiirinniieeee s 1.906-1
Settlement, waiver, or compromise under other statutory

or regulatory aUthOTILY ......ccoociviivciciiii i 1.903-1
Subdivision of claims NOt AULNOTIZEA.......ccevveeiiiireeiece ettt rveneas 1.905-1

Standards for Collection of Claims

Administrative offset against amounts payable from Civil Service
Retirement and Disability Fund, Federal Employees Retirement

System (FERS), final salary check, and lump sum leave payments ..........ccceeeveveiienines 1.919-1
Administrative wage garniShment...........coovverrcciinnieni s s, 1.923-1
Aggressive collection ACHION .......cciiviiiiiiiiiiiiii e 1.910-1
ADALYSIS OF COSES .uureriiiriierererierirre e sttt s cb e s e bt r e b s esons 1.921-1
ColleCtion DY OFffSEL......covrvecieeeeiiieiceeei e e 1.912-1
Collection by offset—from VA benefit payments.........ccccovieevveiiniiiiiniiinennne s 1.912a-1
Collection in INStAlIMENES .....oceeiiieiiiieeccreerccireee et a e s s 1.914-1
Collection of debts owed by reason of participation in a

DENEIILS PrOQIAIN 1..coeceiieirecricie ettt bt bbb 1.911-1
Collection of non-benefit debtS........couiiiiriiiciniirenr e 1.911a-1
Contracting for COIECTION SEIVICES.......ccivvviriiiriiiiiiesieriire s s 1.917-1
Disclosure of debt information to consumer reporting agencies (CRA).....c..coccevcvvnnennnn 1.916-1
EXEIMPLIONS .vvviiereeiiereieiteiretiate ettt sr et sa e sh et mn e b sab e sa e bs e b s b b et e b tn s ene s 1.922-1
Interest, administrative costs, and penalties ... e 1.915-1
Liquidation of collateral...........ccviiniivmiiiiii e s 1.913-1
Reduction of debt through performance of work-study Services ...........cccvvrvverviiniiniinnenenn, 1.929-1
Referral Of VA deblS . .ccieiiiiiiiieeeecieeris ettt sa b s s e b e 1.920-1
Suspension or revocation of eligibility for federal loans, loan insurance,

loan guarantees, licenses, permits, Or Privileges ........ccmvvimineniiniiiiie s 1.924-1
Use and disclosure of mailing addresSses.......ooveveririeiieneninniiiiiiiiii it e 1.918-1

Standards for Compromise of Claims

Bases fOr COMPIOMIUSE ..c.vevvurerirriiciinreeesisi it ea e b e saass e 1.931-1
Consideration of tax consequences to the Government..........cocoveevinni i, 1.935-1
ENfOrCemMENt POLICY ...ouveruerrerireirertinresiece ettt st st s bbb s ra b 1.932-1
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1.INDEX-8 1.INDEX-8

Further review of compromise Offers........c..ccerviririnniiiiiniiiceee e 1.934-1
Joint and several LHability .....cooeceeerererneiirnieireereneren e e ————— 1.933-1
Mutual releases of the debtor and VA.........occviviiiiiiiiiereeneecin st eces e siee e 1.936-1
Scope and APPICALION ....c..ccerviieeririiiiici st 1.930-1

Standards for Suspending or Terminating Collection

Authority to suspend or terminate collection action on certain benefit indebtedness;

authority for refunds. ... 1.945-1
Discharge of indebtedness; reporting reqUIremMents........oceververenierninisiinieseeniseieeeeenene 1.944-1
Exception to termination ... ..otttk 1.943-1
Scope and apPlICATION .....cciiiiiiiiniiteeici e 1.940-1
Suspension of Collection ACHIVILY ......cccvviiiirieiiiiiriice i 1.941-1
Termination of cOLECTION ACHIVILY ....ovvieriiriirirerire et 1.942-1

Use of Official Mail in the Location and Recovery of Missing Children

Contact person for missing children official mail program .........cccvceiniiiiinininniinnnncnes 1.701-1
Cost and percentage eStIMALES .......cccerererereriiiiiiiiiie e eb bbb 1.703-1
POLICY croveieteeceeetecs ettt et bbb bbbt b e e bR 1.702-1
PUIPOSE  cueiireeertterenereiremeieier e tie st st r bbbt s bbb e bbb bbbt 1.700-1
Restrictions on use of missing children information ........c..covvevviiniiniiniii 1.705-1

United States Flag for Burial Purposes
Eligibility for and disposition of the United States flag for burial purposes.........ccooccveiunens 1.10-1

End of Section Title Index
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1.893-1 §1.893—Establishing and converting part-time positions 1.897-1
§1.894—Annual goals and timetables
§1.895—Review and evaluation
§1.896—Publicizing vacancies
§1.897—Exceptions

§1.893 Establishing and converting part-time positions.

Position management and other internal reviews may indicate that positions may be either
converted from full-time or initially established as part-time positions. Criteria listed in §1.892
may be used during these reviews. If a decision is made to convert to or to establish a part-time
position, regular position management and classification procedures will be followed. (Authority:
5U.S.C. 3402)

[44 FR 55172, Sept. 25, 1979, as amended at 61 FR 38571, July 25, 1996]

§1.894 Annual goals and timetables.

A department-wide plan for promoting part-time employment opportunities will be
developed annually. This plan will establish annual goals and set interim and final deadlines for
achieving these goals. This plan will be applicable throughout the agency, but may be
supplemented by field facilities. (Authority: 5 U.S.C. 3402)

[44 FR 55172, Sept. 25, 1979, as amended at 61 FR 38571, July 25, 1996]

§1.895 Review and evaluation.

The part-time career employment program will be reviewed through regular employment
reports to determine levels of part-time employment. This program will also be designated an
item of special interest to be reviewed during personnel management reviews. (Authority: 5
U.S.C. 3402)

[44 FR 55172, Sept. 25, 1979, as amended at 61 FR 38571, July 25, 1996]

§1.896 Publicizing vacancies.

When applicants from outside the Federal service are desired, part-time vacancies may be
publicized through various recruiting means, such as:

(a) Federal Job Information Centers.
(b) State Employment offices.
(c) VA Recruiting Bulletins. (Authority: 5 U.S.C. 3402)

[44 FR 55172, Sept. 25, 1979, as amended at 61 FR 38571, July 25, 1996]

§1.897 Exceptions.

The Secretary of Veterans Affairs, or designees, may except positions from inclusion in
this program as necessary to carry out the mission of the Department. (Authority: 5 U.S.C. 3402)
[44 FR 55172, Sept. 25, 1979, as amended at 61 FR 38571, July 25, 1996]

Next Section is §1.900

(No. 17 8/25/96)



1.900-1 §1.900—Prescription of standards 1.900-1

Standards for Collection, Compromise,
Suspension or Termination of Collection Effort, and
Referral of Civil Claims for Money or Property

Authority: Sections 1.900 through 1.953 are issued under the authority of 31 U.S.C. 3711
through 3720E; 38 U.S.C. 501, 5302, 5302A, 5314, and as noted in specific sections.

Source: Sections 1.900 to 1.906 appear at 32 FR 2613,
Feb. 8, 1967, unless otherwise noted.

Supplement Highlights reference for §§1.900-1.995: 66(1), unless otherwise indicated.

§1.900 Prescription of standards.

(a) The standards contained in §§1.900 through 1.953 are issued pursuant to the Federal
Claims Collection Standards, issued by the Department of the Treasury (Treasury) and the
Department of Justice (DOJ) in parts 900 through 904 of 31 CFR, as well as other debt collection
authority issued by Treasury in part 285 of 31 CFR, and apply to the collection, compromise,
termination, and suspension of debts owed to VA, and the referral of such debts to Treasury (or
other Federal agencies designated by Treasury) for offset and collection action and to DOJ for
litigation, unless otherwise stated in this part or in other statutory or regulatory authority, or by
contract.

(b) Standards and policies regarding the classification of debt for accounting purposes
(for example, write-off of uncollectible debt) are contained in the Office of Management and
Budget’s Circular A-129 (Revised), “Policies for Federal Credit Programs and Non-Tax
Receivables.” (Authority: 31 U.S.C. 3711; 38 U.S.C. 501).

[32 FR 2613, Feb. 8, 1967, as amended at 52 FR 42104, Nov. 3, 1987; 69 FR 62191, Oct.
28, 2004]
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1.936-1 §1.936-—Mutual releases of the debtor and VA 1.936-1

§1.936 Mutual releases of the debtor and VA.

In all appropriate instances, a compromise that is accepted by VA shall be implemented
by means of a mutual release, in which the debtor is released from further non-tax liability on the
compromised debt in consideration of payment in full of the compromise amount, and VA and its
officials, past and present, are released and discharged from any and all claims and causes of
action that the debtor may have arising from the same transaction. In the event a mutual release is
not executed when a debt is compromised, unless prohibited by law, the debtor is still deemed to
have waived any and all claims and causes of action against VA and its officials related to the
transaction giving rise to the compromised debt. (Authority: 31 U.S.C. 3711; 38 U.S.C. 501,
3720).

[32 FR 2614, Feb. 8, 1967. Redesignated at 52 FR 42110, Nov. 3, 1987. Amended at 57
FR 47264, Oct. 15, 1992]

Next Section is §1.940

(No. 66 11/25/04)



1.940-1 §1.940—Scope and application 1.940-1

Standards for Suspending or Terminating Collection

Source: Sections 1.940 to 1.943 appear at 32 FR 2615,
Feb. 8, 1967, unless otherwise noted.

§1.940 Scope and application.
Except as otherwise provided in §1.945:

(a) The standards set forth in §§1.940 through 1.944 apply to the suspension or
termination of collection activity pursuant to 31 U.S.C. 3711 on debts that do not exceed
$100,000, or such other amount as the Attorney General may direct, exclusive of interest,
penalties, and administrative costs, after deducting the amount of partial payments or collections,
if any. Prior to referring a debt to the Department of Justice (DOJ) for litigation, VA may
suspend or terminate collection under this part with respect to the debt.

(b) If, after deducting the amount of any partial payments or collections, the principal
amount of a debt exceeds $100,000, or such other amount as the Attorney General may direct,
exclusive of interest, penalties, and administrative costs, the authority to suspend or terminate
rests solely with DOJ. If VA believes that suspension or termination of any debt in excess of
$100,000 may be appropriate, it shall refer the debt to the Civil Division or other appropriate
division in DOJ, using the Claims Collection Litigation Report (CCLR). The referral should
specify the reasons for VA’s recommendation. If, prior to referral to DOJ, VA determines that a
debt is plainly erroneous or clearly without legal merit, VA may terminate collection activity
regardless of the amount involved without obtaining DOJ concurrence. (Authority: 31 U.S.C.
3711; 38 U.S.C. 501).

[52 FR 42110, Nov. 3, 1987, as amended at 57 FR 47264, Oct. 15, 1992; 69 FR 62199,
Oct. 25, 2004; 75 FR 53201, Aug. 31, 2010]

Supplement Highlights reference: 95(1)
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1.944-1 §1.944—Discharge of indebtedness; reporting requirements 1.944-1

§1.944 Discharge of indebtedness; reporting requirements.

(a) Before discharging a delinquent debt (also referred to as a close out of the debt), VA
shall take all appropriate steps to collect the debt in accordance with 31 U.S.C. 3711(g),
including, as applicable, administrative offset, tax refund offset, Federal salary offset, referral to
Treasury or Treasury-designated debt collection centers or private collection contractors, credit
bureau reporting, wage garnishment, litigation, and foreclosure. Discharge of indebtedness is
distinct from termination or suspension of collection activity under §§1.940 through 1.943 and is
governed by the Internal Revenue Code (see 26 U.S.C. 6050P). When collection action on a debt
is suspended or terminated, the debt remains delinquent and further collection action may be
pursued at a later date in accordance with the standards set forth in §§1.900 through 1.953. When
VA discharges a debt in full or in part, further collection action is prohibited. Therefore, VA
should make the determination that collection action is no longer warranted before discharging a
debt. Before discharging a debt, VA must terminate debt collection action.

(b) Upon discharge of an indebtedness, VA must report the discharge to the Internal
Revenue Service (IRS) in accordance with the requirements of 26 U.S.C. 6050P and 26 CFR
1.6050P-1. VA may request Treasury or Treasury-designated debt collection centers to file such a
discharge report to the IRS on VA’s behalf.

(c) When discharging a debt, VA must request that any liens of record securing the debt
be released.

(d) 31 US.C. 3711(1)(2) requires agencies to sell a delinquent nontax debt upon
termination of collection action if the Secretary of the Treasury determines such a sale is in the
best interests of the United States. Since the discharge of a debt precludes any further collection
action (including the sale of a delinquent debt), VA may not discharge a debt until the
requirements of §3711(i)(2) have been met. (Authority: 31 U.S.C. 3711; 38 U.S.C. 501).

[69 FR 62200, Oct. 25, 2004]
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1.945-1 §1.945—Authority to suspend or terminate collection action on certain benefit 1.945-1
indebtedness; authority for refunds

§1.945 Authority to suspend or terminate collection action on certain benefit indebtedness;
authority for refunds.

(a) The Secretary of Veterans Affairs (Secretary) may suspend or terminate collection
action on all or any part of an indebtedness owed to VA by a member of the Armed Forces who
dies while on active duty, if the Secretary determines that such suspension or termination of
collection is appropriate and in the best interest of the United States.

(b) The Secretary may terminate collection action on all or any part of an amount owed to
the United States for an indebtedness resulting from an individual’s participation in a benefits
program administered by the Secretary, other than a program as described in paragraph (h) of this
section, if the Secretary determines that such termination of collection is in the best interest of the
United States. For purposes of this paragraph, an individual is any member of the Armed Forces
or veteran who dies as a result of an injury incurred or aggravated in the line of duty while
serving in a theater of combat operations in a war or in combat against a hostile force during a
period of hostilities on or after September 11, 2001.

(c) For purposes of this section:

(1) Theater of combat operations means the geographic area of operations where
the Secretary in consultation with the Secretary of Defense determines that combat occurred.

(2) Period of hostilities means an armed conflict in which members of the United
States Armed Forces are subjected to danger comparable to danger to which members of the
Armed Forces have been subjected in combat with enemy armed forces during a period of war, as
determined by the Secretary in consultation with the Secretary of Defense.

(d) The Secretary may refund amounts collected after the death of a member of the
Armed Forces or veteran in accordance with this paragraph and paragraph (e) of this section.

(1) In any case where all or any part of a debt of a member of the Armed Forces,
as described under paragraph (a) of this section, was collected, the Secretary may refund the
amount collected if, in the Secretary’s determination, the indebtedness would have been
suspended or terminated under authority of 31 U.S.C. 3711(f). The member of the Armed
Services must have been serving on active duty on or after September 11, 2001. In any case
where all or any part of a debt of a covered member of the Armed Forces was collected, the
Secretary may refund the amount collected, but only if the Secretary determines that, under the
circumstances applicable with respect to the deceased member of the Armed Forces, it is
appropriate to do so.

(2) In any case where all or any part of a debt of a covered member of the Armed
Forces or veteran, as described under paragraph (b) of this section, was collected on or after
September 11, 2001, the Secretary may refund the amount collected if, in the Secretary’s
determination, the indebtedness would have been terminated under authority of 38 U.S.C.
5302A. In addition, the Secretary may refund the amount only if he or she determines that the
deceased individual is equitably entitled to the refund.
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(e) Refunds under paragraph (d) of this section will be made to the estate of the decedent
or, in its absence, to the decedent’s next-of-kin in the order listed below,

(1) The decedent’s spouse.
(2) The decedent’s children (in equal shares).
(3) The decedent’s parents (in equal shares).

(f) The authority exercised by the Secretary to suspend or terminate collection action
and/or refund amounts collected on certain indebtedness is reserved to the Secretary and will not
be delegated.

(g) Requests for a determination to suspend or terminate collection action and/or refund
amounts previously collected as described in this section will be submitted to the Office of the
Secretary through the Office of the General Counsel. Such requests for suspension or termination
and/or refund may be initiated by the head of the VA administration having responsibility for the
program that gave rise to the indebtedness, or any concerned staff office, or by the Chairman of
the Board of Veterans’ Appeals. When a recommendation for refund under this section is
initiated by the head of a staff office, or by the Chairman, Board of Veterans’ Appeals, the views
of the head of the administration that administers the program that gave rise to the indebtedness
will be obtained and transmitted with the recommendation of the initiating office.

(h) The provisions of this section concerning suspension or termination of collection
actions and the refunding of moneys previously collected do not apply to any amounts owed the
United States under any program carried out under 38 U.S.C. chapter 37. (Authority: 38 U.S.C.
501, 5302A; 31 U.S.C. 3711(%)).

[75 FR 53201, Aug. 31, 2010]
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Referrals to G.A.O., Department of Justice or L.R.S.

Source: Sections 1.950 to 1.954 appear at 52 FR 42111, 42112, Nov. 3, 1987,
unless otherwise noted.

§1.950 Prompt referral.

(a) VA shall promptly refer debts to Department of Justice (DOJ) for litigation where
aggressive collection activity has been taken in accordance with §§1.900 through 1.953, and such
debts cannot be compromised, or on which collection activity cannot be suspended or terminated,
in accordance with §§1.930 through 1.936 and §§1.940 through 1.944. Debts for which the
principal amount is over $1,000,000, or such other amount as the Attorney General may direct,
exclusive of interest and other late payment charges, shall be referred to the Civil Division or
other division responsible for litigating such debts at DOJ. Debts for which the principal amount
is $1,000,000, or less, or such other amount as the Attorney General may direct, exclusive of
interest or penalties, shall be referred to DOJ’s Nationwide Central Intake Facility as required by
the Claims Collection Litigation Report (CCLR) instructions. Debts should be referred as early as
possible, consistent with aggressive agency collection activity and the observance of the
standards contained in §§1.900 through 1.953, and, in any event, well within the period for
initiating timely lawsuits against the debtors. VA shall make every effort to refer delinquent
debts to DOJ for litigation within 1 year of the date such debts last became delinquent. In the
case of guaranteed or insured loans, VA should make every effort to refer these delinquent debts
to DOJ for litigation within 1 year from the date the loan was presented to VA for payment or
reinsurance.

(b) DOJ has exclusive jurisdiction over the debts referred to it pursuant to this section.
VA shall immediately terminate the use of any administrative collection activities to collect a
debt at the time of the referral of that debt to DOJ. VA should advise DOJ of the collection
activities that have been utilized to date, and their result. VA shall refrain from having any
contact with the debtor and shall direct all debtor inquiries concerning the debt to DOJ. VA shall
immediately notify DOJ of any payments credited to the debtor’s account after referral of a debt
under this section. DOJ shall notify VA, in a timely manner, of any payments it receives from the
debtor. (Authority: 31 U.S.C. 3711; 38 U.S.C. 501).

[52 FR 42111, Nov. 3, 1987, as amended at 69 FR 62200, Oct. 25, 2004]
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