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the date of publication of this part,
until the expiration of 60 days fol-
lowing the effective date of this part or
of such additional period as the Sec-
retary of the Board may determine to
be appropriate in order to avoid in-
equity.

§266.4 Suspension of
privilege.

If any person knowingly and willfully
fails to comply with the provisions of
this part, the Board may decline to
permit such person to appear person-
ally before it or a Federal Reserve
Bank for such periods of time as it may
determine and may impose such other
sanctions as the Board may deem just
and proper.

appearance

§266.5 Criminal penalties.

Any former member or employee of
the Board who engages in actions in
contravention of paragraph (a) or (b) of
§266.3 may be subject to criminal pen-
alties for violation of section 207 of the
United States Criminal Code (18 U.S.C.
207).
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§267.1 Purpose and scope.

This part establishes Board proce-
dures for the collection of certain debts
owed to the United States.

(a) Except as provided in paragraph
(b) of this section, this part applies to
collections by the Board from persons,
organizations, or entities indebted to
the United States.

(b) This part does not apply to any
debts whose collection is exclusively
provided for or prohibited by another
statute or applicable regulation, or to

§267.2

any debt of a current Board employee
or other debtor where the Board has
chosen to proceed solely under its ex-
isting internal debt collection policy.
This part does not in any way limit or
affect the Board’s authority under 12
U.S.C. 244 and 12 U.S.C. 248. Nothing in
this part precludes the collection of
debts through any other legally-avail-
able means, or precludes the Board
from engaging in litigation as provided
under 12 U.S.C. 248(p), 1818(i), or any
other applicable law.

(c) When the Board determines to
collect a debt using the procedures
under these regulations, in addition to
the procedures set forth in this part
and subject to paragraph (b) of this sec-
tion, the Board shall also follow, as ap-
plicable, the procedures set forth in 31
CFR part 285 and the Federal Claims
Collection Standards (FCCS) (31 CFR
chapter IX and parts 900 through 904)
for the collection of debts owed to the
United States.

(d) Nothing in this part precludes the
compromise, suspension, or termi-
nation of collection actions, where ap-
propriate, under standards imple-
menting the Debt Collection Improve-
ment Act (DCIA) (31 U.S.C. 3711 et seq.),
the FCCS, or any other applicable law,
including rules, regulations, and poli-
cies adopted by the Board pursuant to
authority granted to it under the Fed-
eral Reserve Act.

(e) Nothing in this part shall create
any right or benefit, substantive or
procedural, enforceable at law or in eq-
uity by a party against the United
States, its agencies, its officers, or any
other person, nor shall the Board’s fail-
ure to comply with any of the provi-
sions of this part be available to any
debtor as a defense. Nothing in this
part shall permit a debtor to collat-
erally attack a final administrative de-
cision rendered under any other appli-
cable statute or regulation, or a judg-
ment by a competent court.

§267.2 Definitions.

Except where the context clearly in-
dicates otherwise, the following defini-
tions shall apply to this part.

Administrative offset means with-
holding funds payable by the United
States to, or held by the United States
for, a person to satisfy a claim.
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Agency incudes all executive depart-
ments and agencies or instrumental-
ities in the executive branch, and any
other entity referenced in 5 U.S.C.
55614(a)(5)(B).

Board means the Board of Governors
of the Federal Reserve System.

Centralized offset is an offset initiated
by referral to the Secretary of the
Treasury (including a debt collection
center designated by the Department
of the Treasury) by a creditor agency
of a debt for purposes of collection
under the Treasury’s centralized offset
program.

Debt or claim means an amount of
money, funds, or property that has
been determined by a Board official, in
connection with the operational or reg-
ulatory activities of the Board, to be
owed to the United States from any
person, organization or entity (except
another Federal entity), including any
type of debt referenced in 31 U.S.C.
3701(b). For purposes of this part, a
debt or claim owed to the Board, in-
cluding a debt or claim for repayment
of Board-funded benefits administered
through the Office of Employee Bene-
fits of the Federal Reserve System, is a
debt owed to the United States. A debt
does not include any amounts owed by
a current Board employee that the
Board chooses to collect solely under
its debt collection policy.

Debtor means a person who owes a
debt, and includes any individual, orga-
nization, or entity except another
agency.

Delinquent, with respect to a debt or
claim, shall have the meaning given to
such term at 31 CFR 900.2(b).

Eligible, with respect to a debt or
claim, means that referral of the debt
or claim for collection is not precluded
by any statute or regulation, or by any
guidance issued by the U.S. Depart-
ment of the Treasury.

Garnishment means the process of
withholding amounts from the dispos-
able pay of a person employed outside
the Federal Government, and the pay-
ing of those amounts to a creditor in
satisfaction of a withholding order.

Salary offset means an administrative
offset to collect a debt under 5 U.S.C.
55614 by deduction(s) at one or more of-
ficially established pay intervals from

12 CFR Ch. Il (1-1-23 Edition)

the current pay account of a Federal
employee without his or her consent.

§267.3 Referral of debts for collection
action, including offset.

(a) In general. To the extent not in-
consistent with any applicable law or
with any rule, regulation, or policy
adopted by the Board in the exercise of
authority granted to it under the Fed-
eral Reserve Act, the Board will refer
debts covered by this regulation and
which are eligible debts over 120 days
delinquent to which this part applies to
the U.S. Department of the Treasury
for appropriate debt collection action,
including but not limited to central-
ized offset, and offset of tax refunds.
The Board may also refer any eligible
debt less than 120 days delinquent to
the U.S. Department of the Treasury
for appropriate collection action.

(b) Proceedings prior to referral. At
least 60 days prior to referring a debt
in accordance with paragraph (a) of
this section, the Board will send the
debtor the notice described in 31 CFR
901.3(b)(4)(i1)(A), and afford the debtor
the procedural protections described in
31 CFR 901.3(b)(4)(i1)(B) and 31 U.S.C.
3720A(b). However, the Board is not re-
quired to duplicate any prior notice or
review opportunities that it has al-
ready afforded the debtor prior to re-
ferral.

(c) Nomn-centralized offset. The Board
may request an agency other than the
U.S. Department of the Treasury to
conduct non-centralized offset. Except
in the situations described in 31 CFR
901.3(b)(4)(iii)(A)—(C), the Board will fol-
low the procedures described in para-
graph (b) of this section prior to mak-
ing such a request. When making the
request, the Board will certify in writ-
ing to the paying agency that the debt-
or owes the past due, legally enforce-
able delinquent debt in the amount
stated, and that the Board has fully
complied with these regulations.

§267.4 Administrative wage
ment.

garnish-

The Board may collect debts, or refer
debts for collection, from the wages of
persons employed outside of the Fed-
eral Government by administrative
wage garnishment in accordance with
the requirements of 31 U.S.C. 3720D.
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Prior to such garnishment, the debtor
will be provided a hearing in accord-
ance with the procedures described at
31 CFR 285.11(f).

§267.5 Salary offset.

(a) Applicability. (1) This section cov-
ers government-wide collection of a de-
linquent debt by administrative offset
under 5 U.S.C. 5514 from salary pay-
ments of federal government employ-
ees other than current Board employ-
ees.

(2) This section does not apply where
an employee consents to the recovery
of a debt from his or her federal gov-
ernment salary.

(b) Notice. A Federal Government em-
ployee from whom the Board proposes
to collect a debt under this section will
be provided written notice from the
Board at least 30 days before any de-
ductions begin. Such notice will state:

(1) The Board’s determination that a
debt is owed, including the origin, na-
ture, and amount of that debt;

(2) The Board’s intention to collect
the debt by means of deduction from
the employee’s disposable pay (as de-
fined in 5 CFR 550.1103);

(3) The frequency and amount of the
intended deduction (stated as a fixed
dollar amount or as a percentage of
pay), and the Board’s intention to con-
tinue the deductions until the debt is
paid in full or otherwise resolved;

(4) An explanation of the Board’s pol-
icy concerning interest, penalties, and
administrative costs, including a state-
ment that such assessments must be
made unless excused in accordance
with the Federal Claims Collections
Standards published in 31 CFR parts 900
through 904;

(5) The employee’s right to inspect
and copy Government records relating
to the debt or, if the employee or his or
her representative cannot personally
inspect the records, to request and re-
ceive a copy of such records;

(6) If not previously provided, the op-
portunity (under terms agreeable to
Board) to establish a schedule for the
voluntary repayment of the debt or to
enter into a written agreement to es-
tablish a schedule for repayment of the
debt in lieu of offset;

(7) The employee’s right to a hearing
conducted by an official arranged by

§267.5

the Board if a petition is filed as pre-
scribed by the Board;

(8) The method and time period for
petitioning for a hearing, including the
contact information of the official to
whom such a petition should be sent;

(9) That the timely filing of a peti-
tion for a hearing will stay the com-
mencement of collection proceedings;

(10) That a final decision on the hear-
ing (if one is requested) will be issued
at the earliest practical date, but not
later than 60 days after the filing of the
petition requesting the hearing unless
the employee requests and the hearing
official grants a delay in the pro-
ceedings;

(11) That any knowingly false or friv-
olous statements, representations, or
evidence may subject the employee to:

(i) Disciplinary procedures appro-
priate under chapter 75 of title 5,
United States Code, part 752 of title 5,
Code of Federal Regulations, or any
other applicable statutes or regula-
tions;

(ii) Penalties under the False Claims
Act, sections 3729 through 3731 of title
31, United States Code, or any other
applicable statutory authority; or

(iii) Criminal penalties under sec-
tions 286, 287, 1001, and 1002 of title 18,
United States Code or any other appli-
cable statutory authority.

(12) Any other rights and remedies
available to the employee under stat-
utes or regulations governing the pro-
gram for which the collection is being
made; and

(13) Unless there are applicable con-
tractual or statutory provisions to the
contrary, that amounts paid on or de-
ducted for the debt which are later
waived or found not owed to the United
States will be promptly refunded to the
employee.

(c) Petitions for hearing—(1) Time to
petition. A Federal Government em-
ployee from whom the Board proposes
to collect a debt under this section
may request a hearing concerning the
existence or amount of the debt or the
offset schedule established by the
Board by sending a written petition ad-
dressed to the official designated in the
notice described in paragraph (b) of
this section on or before the fifteenth
day following receipt of such notice. A
hearing will be granted on a petition
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that is not filed within such period
only if the petitioner shows that the
delay was because of circumstances be-
yond his or her control or because of
failure to receive notice of the time
limit (unless otherwise aware of it). In
all other cases of late or non-filing of
such a petition, the employee will be
deemed to have waived the right to a
hearing and will be subject to salary
offset under this section.

(2) Contents of petition. The petition
must:

(i) Be signed by the employee;

(i1) State why the employee believes
the Board’s determination concerning
the existence of amount of the debt is
in error;

(iii) Fully identify and explain with
reasonable specificity all the facts, evi-
dence and witnesses, if any, which the
employee believes support his or her
position.

(iv) Specify, if the employee desires
an oral hearing, why the matter cannot
be resolved by a paper hearing, which
is a determination based upon a review
of a written record, for example, be-
cause the existence or amount of the
debt depends on the hearing official’s
determination of the credibility of wit-
nesses.

(d) Form of hearings—(1) Hearing offi-
cial. A hearing under this section will
be conducted by an administrative law
judge or another individual not under
the supervision or control of the Board.

(2) Notice of hearing. After the em-
ployee requests a hearing, the hearing
official must issue a notice to the em-
ployee and the Board of the type of
hearing that will occur. If an oral hear-
ing will occur, the notice will state the
date, time, and location of the hearing.
If a paper hearing will occur, the em-
ployee and the Board will be notified
and required to submit evidence and
arguments in writing to the hearing of-
ficial by the date specified in the no-
tice, after which the record will be
closed. The employee’s failure to ap-
pear for an oral hearing or timely sub-
mit evidence and arguments as pro-
vided for in the notice will be deemed a
waiver of the right to a hearing unless
the hearing official determines that
the failure was due to good cause
shown.

12 CFR Ch. Il (1-1-23 Edition)

(3) Oral hearing. An employee who re-
quests an oral hearing under this sec-
tion will be provided such a hearing if
the hearing official determines that
the matter cannot be resolved by re-
view of documentary evidence alone
because an issue of credibility or verac-
ity is involved. Where an oral hearing
is appropriate, the hearing need not
take the form of an evidentiary hear-
ing, as long as both the employee and
the Board are afforded a reasonable op-
portunity to present their case. Oral
hearings may take the form of, but are
not limited to:

(i) Informal meetings in which the
employee and Board representative are
given full opportunity to present evi-
dence, witnesses, and argument;

(ii) Informal meetings in which the
hearing official interviews the em-
ployee and Board representative; or

(iii) Formal written submissions with
an opportunity for oral presentation.

(4) Paper hearing. If the hearing offi-
cial determines that an oral hearing is
not necessary, he or she will make the
determination based upon a review of
the formal written record, including
any documentation submitted by the
employee or the Board.

(5) Record. The hearing official shall
maintain a summary record of any
hearing conducted under this section.

(e) Decision on hearing. Unless the
employee requests and the hearing offi-
cial grants a delay in the proceedings,
at the earliest practicable date, but in
any event no later than 60 days after
the filing of the petition requesting the
hearing, the hearing official will issue
a written decision to the employee.
The decision will state the Board’s po-
sition concerning the existence and
amount of the debt, facts purporting to
evidence the nature and origin of the
alleged debt, the hearing official’s
analysis, findings and conclusions, in
light of the hearing, as to the employ-
ee’s and/or Board’s grounds, the
amount and validity of the debt as de-
termined by the hearing official, and
the repayment schedule, if not estab-
lished by written agreement between
the employee and the Board. If the
hearing official determines that a debt
may not be collected under this sec-
tion, but the Board finds that the debt
is still valid, the Board may still seek
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collection of the debt through other
means, including but not limited to off-
set of other Federal payments.

(f) Deductions under this section. The
method of collection under this section
is salary offset from disposable pay (as
defined in 5 CFR 550.1103), except as de-
scribed in this paragraph. The size of
installment deductions shall ordinarily
bear a reasonable relationship to the
size of the debt and the employee’s
ability to pay. However, the amount
deducted for any period under this sec-
tion may not exceed 15 percent of dis-
posable pay, unless the employee has
agreed in writing to the deduction of a
greater amount or a higher deduction
has been ordered by a court under sec-
tion 124 of Public Law 97-276 (97 stat.
1195). Ordinarily, debts must be col-
lected in one lump sum where possible.
However, if the employee is financially
unable to pay in one lump sum or the
amount of the debt exceeds 15 percent
of disposable pay (or other applicable
limitation as provided in this para-
graph) for an officially established pay
interval, collection must be made in
installments. Such installment deduc-
tions must be made over a period not
greater than the anticipated period of
active duty or employment, as the case
may be, except as provided in para-
graph (g) of this section.

(g) Separating or separated employees.
If the employee retires or resigns or if
his or her employment or period of ac-
tive duty ends before collection of the
debt is completed, offset may be per-
formed under 31 U.S.C. 3716 from subse-
quent payments of any nature (e.g.
final salary payment, lump-sum leave,
etc.) due the employee from the paying
agency as of the date of separation to
the extent necessary to liquidate the
debt. Such offset may also be per-
formed where appropriate against later
payments of any kind due the former
employee from the United States if the
debt cannot be liquidated by offset
from any final payment due the former
employee as of the date of separation.
Nothing in this section shall affect any
limitation on alienation of benefits ad-
ministered by the Federal Reserve Sys-
tem’s Office of Employee Benefits.

(h) Non-waiver and refunds of pay-
ments. An employee’s involuntary pay-

§267.6

ment of all or any portion of a debt
being collected under 5 U.S.C. 5514
must not be construed as a waiver of
any rights which the employee may
have under 5 U.S.C. 5514 or any other
provision of contract or law, unless
there are statutory or contractual pro-
visions to the contrary. Any amounts
paid or deducted under this section will
be promptly refunded when a debt is
waived or otherwise found not owing to
the United States (unless expressly
prohibited by statute or regulation), or
the employee’s paying agency is di-
rected by an administrative or judicial
order to refund amounts deducted from
his or her current pay. Refunds do not
bear interest unless required or per-
mitted by law or contract.

§267.6 Interest, penalties, and admin-
istrative costs.

Except with respect to debts ref-
erenced in 31 U.S.C. 3717(g), the Board
will charge interest, costs, and a six
percent penalty on debts covered by
this regulation in accordance with 31
CFR 901.9. The Board will not impose
interest charges on the portion of the
debt that is paid within 30 days after
the date on which interest began to ac-
crue, nor impose penalty charges on
the portion of the debt that is paid
within 90 days after the date on which
penalty began to accrue. The Board
will not impose any charges during pe-
riods during which collection activity
has been suspended pending any review
provided for in this part if the review-
ing official determines that collection
of such charges is against equity and
good conscience or is not in the best in-
terest of the United States. The Board
may, in its discretion, also waive inter-
est, penalties, and cost charges for
good cause shown by the debtor (for ex-
ample, the debtor is unable to pay any
significant portion of the debt within a
reasonable period of time, or collection
of these charges will jeopardize collec-
tion of the principal of the debt) or
otherwise as authorized in 31 CFR
901.9(g) and 902.2.
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