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by the payment before the administra-

tive offset was taken, was not satisfied. 

(j) Notification to a State of Federal 
debt. (1) A State may set forth in the 

reciprocal agreement the requirements 

for FMS to follow when submitting a 

Federal debt for collection by State 

payment offset. Such agreements shall 

set forth all requirements contained in 

State law for the State payment offset. 

Such requirements, however, may not 

exceed the requirements for collecting 

Federal debts by administrative offset 

as set forth in § 285.5(d) of this subpart. 

(2) FMS shall certify to a partici-

pating State that each debt FMS sub-

mits for State payment offset has been 

certified by the Federal creditor agen-

cy to be delinquent, valid, and legally 

enforceable in the amount stated, and 

that the Federal creditor agency owed 

the debt has complied with the require-

ments of 31 U.S.C. 3716(a) prior to sub-

mitting the debt for offset. 

(k) Conducting State payment offset. (1) 

An official of a participating State 

shall conduct State payment offset 

pursuant to the laws and regulations of 

the participating State; provided that: 

(i) If a payment is owed jointly to 

more than one payee, the entire pay-

ment shall be offset for a debt of either 

payee, unless otherwise prohibited by 

law or regulation; and 

(ii) If a payment is made to a person 

solely in that person’s capacity as a 

representative payee for another per-

son having the beneficial interest in 

the payment, the disbursing official 

shall offset that payment only to col-

lect debts owed by the person having 

the beneficial interest in the payment. 

(2) Any prohibitions on offsetting a 

joint payment described in paragraph 

(k)(1)(i) of this section shall be set 

forth in the reciprocal agreement. 

(3) An official of the participating 

State shall notify the payee of the 

State payment offset. The reciprocal 

agreement may contain detailed guid-

ance and procedures regarding sending 

such notice, but shall, at a minimum 

require that the notice inform the 

payee of: 

(i) The type and amount of the pay-

ment that was offset; 

(ii) The identity of the Federal agen-

cy that requested the offset; and 

(iii) A contact point within the Fed-
eral agency that will handle concerns 
regarding the offset. 

(l) Limitations. A debt properly sub-
mitted to FMS or the State for admin-
istrative offset or State payment offset 
shall remain subject to collection until 
withdrawn by the entity that sub-
mitted the debt for collection, provided 
the debt remains past-due and legally 
enforceable for purposes of administra-
tive offset or State payment offset, as 
applicable. A debt which has been re-
duced to a judgment shall remain le-
gally enforceable for purposes of ad-
ministrative offset and State payment 
offset for as long as the judgment re-
mains enforceable against the debtor. 

(m) Fees. FMS shall deduct a fee from 
each administrative offset and State 
payment offset amount before transfer-
ring the balance of the offset funds to 
the State or Federal agency owed the 
debt. Pursuant to 31 U.S.C. 3716(c)(4), 
the fee will be in an amount that FMS 
has determined to be sufficient to re-
imburse FMS for the full cost of the 
offset procedure. FMS will notify the 
States and creditor agencies, annually 
and in advance, of the amount of the 
fee FMS will charge for each offset. 

[72 FR 1286, Jan. 11, 2007, as amended at 74 

FR 56721, Nov. 3, 2009] 

§ 285.7 Salary offset. 
(a) Purpose and scope. (1) This section 

establishes FMS’s procedures for the 

centralized offset of Federal salary 

payments to collect delinquent nontax 

debts owed to the United States. This 

process is known as centralized salary 

offset. Rules issued by the Office of 

Personnel Management contain the re-

quirements Federal agencies must fol-

low prior to conducting centralized or 

non-centralized salary offset and the 

procedures for requesting offsets di-

rectly from a paying agency, rather 

than through TOP. See 5 CFR 550.1101 

through 550.1108. 
(2) This section implements the re-

quirement under 5 U.S.C. 5514(a)(1) that 

all Federal agencies, using a process 

known as centralized salary offset com-

puter matching, identify Federal em-

ployees who owe delinquent nontax 

debt to the United States. Centralized 

salary offset computer matching is the 

computerized comparison of delinquent 
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debt records with records of Federal 

employees. The purpose of centralized 

salary offset computer matching is to 

identify those debtors whose Federal 

salaries should be offset to collect de-

linquent debts owed to the Federal 

Government. 

(3) This section specifies the delin-

quent debt records and Federal em-

ployee records that must be included in 

the salary offset matching process. For 

purposes of this section, delinquent 

debt records consist of the debt infor-

mation submitted to the Financial 

Management Service for purposes of 

administrative offset as required under 

31 U.S.C. 3716(c)(6). Agencies that sub-

mit their debt to FMS for purposes of 

administrative offset are not required 

to submit duplicate information for 

purposes of centralized salary offset 

computer matching under 5 U.S.C. 5514 

and this section. 

(4) This section establishes an inter-

agency consortium to implement cen-

tralized salary offset computer match-

ing on a government-wide basis as re-

quired under 5 U.S.C. 5514(a)(1). 

(5) The receipt of collections from 

salary offsets does not preclude a cred-

itor agency from pursuing other debt 

collection remedies, including the off-

set of other Federal payments to sat-

isfy delinquent nontax debt owed to 

the United States. A creditor agency 

should pursue, when deemed appro-

priate by such agency, such debt col-

lection remedies separately or in con-

junction with salary offset. 

(6) This section does not govern the 

centralized offset of final salary pay-

ments or lump-sum payments made to 

employees who have left an agency’s 

employ. The centralized offset of such 

payments is governed by § 285.5 of this 

part. 

(b) Definitions. For purposes of this 

section: 

Administrative offset means with-

holding funds payable by the United 

States to, or held by the United States 

for, a person to satisfy a debt owed by 

the payee. 

Agency means a department, agency 

or subagency, court, court administra-

tive office, or instrumentality in the 

executive, judicial, or legislative 

branch of the Federal government, in-

cluding government corporations. 

Centralized salary offset computer 
matching means the computerized com-

parison of Federal employee records 

with delinquent debt records to iden-

tify Federal employees who owe such 

debts. 

Creditor agency means any agency 

that is owed a debt. 

Debt means any amount of money, 

funds, or property that has been deter-

mined by an appropriate official of the 

Federal government to be owed to the 

United States by a person, including 

debt administered by a third party act-

ing as an agent for the Federal Govern-

ment. For purposes of this section, the 

term ‘‘debt’’ does not include debts 

arising under the Internal Revenue 

Code of 1986 (26 U.S.C.). 

Delinquent debt record means informa-

tion about a past-due, legally enforce-

able debt, submitted by a creditor 

agency to FMS for purposes of adminis-

trative offset (including salary offset) 

in accordance with the provisions of 31 

U.S.C. 3716 and applicable regulations. 

Debt information includes the amount 

and type of debt and the debtor’s name, 

address, and taxpayer identifying num-

ber. 

Disbursing official means an officer or 

employee designated to disburse Fed-

eral salary payments. This section ap-

plies to all disbursing officials of Fed-

eral salary payments, including but 

not limited to, disbursing officials of 

the Department of the Treasury, the 

Department of Defense, the United 

States Postal Service, any government 

corporation, and any disbursing official 

of the United States designated by the 

Secretary. 

Disposable pay has the same meaning 

as that term is defined in 5 CFR 

550.1103. 

Federal employee means a current em-

ployee of an agency, including a cur-

rent member of the Armed Forces or a 

Reserve of the Armed Forces (Re-

serves), employees of the United States 

Postal Service, and seasonal and tem-

porary employees. 

Federal employee records means 

records of Federal salary payments 

that a paying agency has certified to a 

disbursing official for disbursement. 

FMS means the Financial Manage-

ment Service, a bureau of the Depart-

ment of the Treasury. 

VerDate Mar<15>2010 09:06 Aug 10, 2010 Jkt 220122 PO 00000 Frm 00142 Fmt 8010 Sfmt 8010 Y:\SGML\220122.XXX 220122cp
ric

e-
se

w
el

l o
n 

D
S

K
89

S
0Y

B
1P

R
O

D
 w

ith
 C

F
R



133 

Fiscal Service, Treasury § 285.7 

Paying agency means the agency that 

employs the Federal employee who 

owes the debt and authorizes the pay-

ment of his or her current pay. A pay-

ing agency also includes an agency 

that performs payroll services on be-

half of the employing agency. 

Salary offset means administrative 

offset to collect a debt owed by a Fed-

eral employee from the current pay ac-

count of the employee. 

Secretary means the Secretary of the 

Treasury or his or her delegate. 

Taxpayer identifying number means 

the identifying number described under 

section 6109 of the Internal Revenue 

Code of 1986 (26 U.S.C. 6109). For an in-

dividual, the taxpayer identifying 

number is the individual’s social secu-

rity number. 

(c) Establishment of the consortium. As 

required by the provisions of 5 U.S.C. 

5514(a)(1), by issuance of this section, 

the Secretary establishes an inter-

agency consortium to implement cen-

tralized salary offset computer match-

ing. The consortium initially includes 

all agencies that disburse Federal sal-

ary payments, including but not lim-

ited to, FMS, the Department of De-

fense, the United States Postal Serv-

ice, government corporations, and 

agencies with Treasury-designated dis-

bursing officials. The membership of 

the consortium may be changed at the 

discretion of the Secretary, and the 

Secretary will be responsible for the 

ongoing coordination of the activities 

of the consortium. 

(d) Creditor agency participation. (1) As 

required under 5 U.S.C. 5514(a)(1), cred-

itor agencies shall participate at least 

annually in centralized salary offset 

computer matching. By notifying FMS 

of all past-due, legally enforceable 

debts delinquent for more than 180 days 

for purposes of 31 U.S.C. 3716(c)(6), cred-

itor agencies shall have met the re-

quirement set forth in 5 U.S.C. 

5514(a)(1). Additionally, creditor agen-

cies may notify FMS of past-due, le-

gally enforceable debts delinquent for 

less than 180 days for purposes of cen-

tralized offset. 

(2) Prior to submitting debts to FMS 

for purposes of administrative offset 

(including salary offset) and central-

ized salary offset computer matching, 

Federal agencies shall prescribe regula-

tions in accordance with the require-

ments of 31 U.S.C. 3716 (administrative 

offset) and 5 U.S.C. 5514 (salary offset). 

(3) Prior to submitting a debt to FMS 

for purposes of collection by adminis-

trative offset, including salary offset, 

creditor agencies shall provide written 

certification to FMS that: 

(i) The debt is past-due and legally 

enforceable in the amount submitted 

to FMS and that the creditor agency 

will ensure that collections (other than 

collections through offset) are properly 

credited to the debt; 

(ii) The creditor agency has complied 

with the provisions of 31 U.S.C. 3716 

(administrative offset) and related reg-

ulations including, but not limited to, 

the provisions requiring that the cred-

itor agency provide the debtor with ap-

plicable notices and opportunities for a 

review of the debt; and 

(iii) The creditor agency has com-

plied with the provisions of 5 U.S.C. 

5514 (salary offset) and related regula-

tions including, but not limited to, the 

provisions requiring that the creditor 

agency provide the debtor with applica-

ble notices and opportunities for a 

hearing. 

(4) The creditor agency is not re-

quired to submit the certification set 

forth in paragraph (d)(3)(iii) of this sec-

tion prior to submitting a debt to FMS. 

However, if the creditor agency does 

not provide such certification initially, 

the creditor agency shall provide the 

Federal employee with the notices and 

opportunity for a hearing, as required 

by 5 U.S.C. 5514 and applicable regula-

tions, and shall make the necessary 

certification before the disbursing offi-

cial offsets a salary payment pursuant 

to this section. A creditor agency may 

submit a debt without the requirement 

set forth in paragraph (d)(3)(iii) of this 

section, only if the creditor agency in-

tends to complete the certification 

after complying with the provisions of 

5 U.S.C. 5514 and applicable regula-

tions. 

(5) The creditor agency shall notify 

FMS immediately of any payments 

credited by the creditor agency to the 

debtor’s account, other than credits for 

amounts collected by offset, after sub-

mission of the debt to FMS. The cred-

itor agency also shall notify FMS im-

mediately of any change in the status 
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of the legal enforceability of the debt, 

for example, if the creditor agency re-

ceives notice that the debtor has filed 

for bankruptcy protection. 

(6) Creditor agencies may submit 

nontax debts to FMS for collection by 

centralized salary offset irrespective of 

the amount of time the debt has been 

outstanding. Accordingly, all nontax 

debts, including debts that were out-

standing for ten years or longer prior 

to June 11, 2009, may be collected by 

centralized salary offset. 

(7) For debts that were outstanding 

more than ten years on or before June 

11, 2009, creditor agencies must certify 

to FMS that the notice described in 

paragraph (d)(3)(ii) of this section was 

sent to the debtor after the debt was 

outstanding for ten years. This require-

ment will apply even in a case where 

notice was also sent prior to the debt 

being outstanding for ten years but 

does not apply to any debt that could 

be collected by offset without regard to 

any time limitation prior to June 11, 

2009. 

(e) Centralized salary offset computer 
match. (1) Delinquent debt records will 

be compared with Federal employee 

records maintained by members of the 

consortium or paying agencies. The 

records will be compared to identify 

Federal employees who owe delinquent 

debts for purposes of collecting the 

debt by administrative offset. A match 

will occur when the taxpayer identi-

fying number and name of a Federal 

employee are the same as the taxpayer 

identifying number and name of a debt-

or. 

(2) As authorized by the provisions of 

31 U.S.C. 3716(f), FMS, under a delega-

tion of authority from the Secretary, 

has waived certain requirements of the 

Computer Matching and Privacy Pro-

tection Act of 1988, 5 U.S.C. 552a, as 

amended, for administrative offset, in-

cluding salary offset, upon written cer-

tification by the head of the creditor 

agency that the requirements of 31 

U.S.C. 3716(a) have been met. Specifi-

cally, FMS has waived the require-

ments for a computer matching agree-

ment contained in 5 U.S.C. 552a(o) and 

for post-match notice and verification 

contained in 5 U.S.C. 552a(p). The cred-

itor agency will provide certification 

in accordance with the provisions of 

paragraph (d)(3)(iii) of this section. 

(f) Salary offset. When a match occurs 

and all other requirements for offset 

have been met, as required by the pro-

visions of 31 U.S.C. 3716(c) the dis-

bursing official shall offset the Federal 

employee’s salary payment to satisfy, 

in whole or part, the debt owed by the 

employee. Alternatively, the paying 

agency, on behalf of the disbursing offi-

cial, may deduct the amount of the off-

set from an employee’s disposable pay 

before the employee’s salary payment 

is certified to a disbursing official for 

disbursement. The salary paying agen-

cy shall use such records as it deems 

necessary to accurately calculate dis-

posable pay in accordance with 5 CFR 

550.1103. 

(g) Offset amount. (1) The amount off-

set from a salary payment under this 

section shall be the lesser of: 

(i) The amount of the debt, including 

any interest, penalties and administra-

tive costs; or 

(ii) An amount up to 15% of the debt-

or’s disposable pay. 

(2) Alternatively, the amount offset 

may be an amount agreed upon, in 

writing, by the debtor and the creditor 

agency. 

(3) Offsets will continue until the 

debt, including any interest, penalties, 

and costs, is paid in full or otherwise 

resolved to the satisfaction of the cred-

itor agency. 

(h) Priorities. (1) A levy pursuant to 

the Internal Revenue Code of 1986 shall 

take precedence over other deductions 

under this section. 

(2) When a salary payment may be re-

duced to collect more than one debt, 

amounts offset under this section will 

be applied to a debt only after amounts 

have been applied to satisfy past-due 

support debts being collected by the 

State pursuant to Section 464 of the 

Social Security Act. 

(i) Notice. (1) Before offsetting a sal-

ary payment, the disbursing official, or 

the paying agency on behalf of the dis-

bursing official, shall notify the Fed-

eral employee in writing of the date de-

ductions from salary will commence 

and of the amount of such deductions. 

(2)(i) When an offset occurs under 

this section, the disbursing official, or 
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the paying agency on behalf of the dis-

bursing official, shall notify the Fed-

eral employee in writing that an offset 

has occurred including: 

(A) A description of the payment and 

the amount of offset taken; 

(B) The identity of the creditor agen-

cy requesting the offset; and, 

(C) A contact point within the cred-

itor agency that will handle concerns 

regarding the offset. 

(ii) The information described in 

paragraphs (i)(2)(i)(B) and (i)(2)(i)(C) of 

this section does not need to be pro-

vided to the Federal employee when 

the offset occurs if such information 

was included in a prior notice from the 

disbursing official or paying agency. 

(3) The disbursing official will advise 

each creditor agency of the names, 

mailing addresses, and taxpayer identi-

fying numbers of the debtors from 

whom amounts of past-due, legally en-

forceable debt were collected and of the 

amounts collected from each debtor for 

that agency. The disbursing official 

will not advise the creditor agency of 

the source of payment from which such 

amounts were collected. 

(j) Fees. Agencies that perform cen-

tralized salary offset computer match-

ing services may charge a fee sufficient 

to cover the full cost for such services. 

In addition, FMS, or a paying agency 

acting on behalf of FMS, may charge a 

fee sufficient to cover the full cost of 

implementing the administrative offset 

program. FMS may deduct the fees 

from amounts collected by offset or 

may bill the creditor agencies. Fees 

charged for offset shall be based on ac-

tual administrative offsets completed. 

(k) Disposition of amounts collected. 
The disbursing official conducting the 

offset will transmit amounts collected 

for debts, less fees charged under para-

graph (j) of this section, to the appro-

priate creditor agency. If an erroneous 

offset payment is made to a creditor 

agency, the disbursing official will no-

tify the creditor agency that an erro-

neous offset payment has been made. 

The disbursing official may deduct the 

amount of the erroneous offset pay-

ment from future amounts payable to 

the creditor agency. Alternatively, 

upon the disbursing official’s request, 

the creditor agency shall return 

promptly to the disbursing official or 

the affected payee an amount equal to 

the amount of the erroneous payment 

(without regard to whether any other 

amounts payable to such agency have 

been paid). The disbursing official and 

the creditor agency shall adjust the 

debtor records appropriately. 

[63 FR 23357, Apr. 28, 1998, as amended at 70 

FR 22789, May 3, 2005; 74 FR 27433, June 10, 

2009; 74 FR 27708, June 11, 2009] 

§ 285.8 Offset of tax refund payments 
to collect state income tax obliga-
tions. 

(a) Definitions. For purposes of this 

section: 

Debt as used in this section means 

past-due, legally enforceable State in-

come tax obligation unless otherwise 

indicated. 

Debtor as used in this section means 

a person who owes a state income tax 

obligation. 

FMS means the Financial Manage-

ment Service, a bureau of the Depart-

ment of the Treasury. 

IRS means the Internal Revenue 

Service, a bureau of the Department of 

the Treasury. 

Past-due, legally enforceable State in-
come tax obligation means a debt which 

resulted from: 

(1) A judgment rendered by a court of 

competent jurisdiction which has de-

termined an amount of State income 

tax to be due, 

(2) A determination after an adminis-

trative hearing which has determined 

an amount of state income tax to be 

due and which is no longer subject to 

judicial review, or 

(3) A State income tax assessment 

(including self-assessments) which has 

become final in accordance with State 

law but not collected and which has 

not been delinquent for more than 10 

years. 

State means the several States of the 

United States. The term ‘‘State’’ also 

includes the District of Columbia, 

American Samoa, Guam, the United 

States Virgin Islands, the Common-

wealth of the Northern Mariana Is-

lands, and the Commonwealth of Puer-

to Rico. 

State income tax obligation means 

State income tax obligations as deter-

mined under State law. For purposes of 
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