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§1017.10 Procedures for administra-
tive offset.

(a) Debts will be collected in one
lump sum where possible. If the em-
ployee is financially unable to pay in
one lump sum, collection shall be made
in installments.

(b) Debts shall be collected by deduc-
tion at officially established pay inter-
vals from an employee’s current pay
account, unless alternative arrange-
ments for repayment are made.

(c) Installment deductions will be
made over a period not greater than
the anticipated period of employment.
The size of installment deductions
must bear a reasonable relationship to
the size of the debt and the employee’s
ability to pay. The deduction for the
pay intervals for any period shall not
exceed 15 percent of disposable pay, un-
less the employee has agreed in writing
to a deduction of a greater amount.

(d) Unliquidated debts may be offset
against any financial payment due to a
separated employee (including, but not
limited to, final salary payment or
lump-sum payment for leave).

§1017.11 Refunds.

(a) The Board shall promptly refund
any amounts deducted to satisfy debts
owed to it when the debt is waived,
found not owed to the Board, or when
directed by an administrative or judi-
cial order.

(b) A creditor agency will promptly
return any amounts deducted by the
Board to satisfy debts owed to a cred-
itor agency when the debt is waived,
found not owed, or when directed by an
administrative or judicial order.

(c) Unless required by law, refunds
under this subsection shall not bear in-
terest.

§1017.12 Statute of limitations.

If a debt has been outstanding for
more than 10 years after the agency’s
right to collect the debt first accrued,
the agency may not collect by salary
offset unless facts material to the Gov-
ernment’s right to collect were not
known and could not reasonably have
been known by the official or officials
who were charged with the responsi-
bility for discovery and collection of
such debts.

§1017.13 Nonwaiver of rights.

An employee’s involuntary payment
of all or any part of a debt collected
under these regulations will not be
construed as a waiver of any rights
that employee may have under 5 U.S.C.
5514 or any other provision of law.

§1017.14 Interest, penalties, and ad-
ministrative costs.

(a) The rate of interest assessed shall
be the rate of the current value of
funds to the U.S. Treasury (i.e., the
Treasury tax and loan account rate), as
prescribed and published by the Sec-
retary of the Treasury in the FEDERAL
REGISTER and the Treasury Financial
Manual Bulletins. A higher rate of in-
terest can be assessed if the Board can
reasonably determine that a higher
rate is necessary to protect the inter-
ests of the United States. The rate of
interest, as initially assessed, shall re-
main fixed for the duration of the in-
debtedness, except where a debtor has
defaulted on a repayment agreement
and seeks to enter into a new agree-
ment. The Board may set a new inter-
est rate which reflects the current
value of funds to the Treasury at the
time the new agreement is executed.
The Board shall waive the collection of
interest on the debt or any portion of
the debt which is paid within 30 days
after the date on which interest began
to accrue.

(b) The Board shall assess a penalty
charge not to exceed 6 percent a year
on any portion of a debt that is delin-
quent as defined in 4 CFR 101.2(b) for
more than 90 days. This charge need
not be calculated until the 91st day of
delinquency, but shall accrue from the
date that the debt became delinquent.

(c) The Board shall assess against a
debtor charges to cover administrative
costs incurred as a result of a delin-
quent debt—that is, the additional
costs incurred in processing and han-
dling the debt because it became delin-
quent as defined in 4 CFR 101.2(b).

(d) When a debt is paid in partial or
installment payments, amounts re-
ceived by the agency shall be applied
first to outstanding penalty and ad-
ministrative cost charges, second to
accrued interest, and third to out-
standing principal.
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