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debt (if applicable), as well as the right 
to a hearing on both matters; 

(5) The opportunity to enter into a 
written agreement with VA for the re-
payment of the debt; and 

(6) Other applicable notices required 
by §§ 1.911, 1.912, and 1.912a. 

(d) The written certification required 
by paragraphs (b) and (c) of this section 
will also contain (for all debts) a list-
ing of all actions taken by both VA and 
the debtor subsequent to the notice, as 
well as the dates of such actions. 

(e) The referral by VA of a VA debt 
to another agency for the purposes of 
salary offset shall be done in accord-
ance with 5 CFR 550.1106. 

(Authority: 31 U.S.C. 3711) 

[52 FR 42108, Nov. 3, 1987]

§ 1.927 Analysis of costs and preven-
tion of debts. 

(a) VA collection procedures should 
provide for periodic comparison of 
costs incurred and amounts collected. 
Data on costs and corresponding recov-
ery rates for debts of different types 
and various dollar ranges should be 
used to compare the cost effectiveness 
of alternative collection procedures, 
establish guidelines with respect to 
points at which costs of further collec-
tion efforts are likely to exceed recov-
eries, assist in evaluating compromise 
offers, and establish minimum debt 
amounts below which collection efforts 
need not be taken. Costs and recovery 
data should also be useful in justifying 
adequate resources for an effective col-
lection program, evaluating the feasi-
bility and cost effectiveness of con-
tracting for consumer reporting agen-
cies’ services (§ 1.922), collection serv-
ices (§ 1.923), and for determining appro-
priate charges for administrative costs 
(§ 1.919). 

(b) VA shall insure that adequate 
procedures are established which both 
identify the causes of overpayments, 
delinquencies, and defaults and also de-
scribe the actions necessary to correct 
such problems. 

(Authority: 31 U.S.C. 3711 through 3719) 

[52 FR 42109, Nov. 3, 1987]

§ 1.928 Exemptions. 
(a) Sections 1.900 through 1.954 do not 

apply to debts arising under, or to pay-

ments made under, the Internal Rev-
enue Code of 1954, as amended (26 
U.S.C. 1 et seq.), the Social Security 
Act (42 U.S.C. 301 et seq.), or tariff laws 
of the United States. However, the 
remedies and procedures described in 
§§ 1.900 through 1.954 are still author-
ized with respect to debts which are ex-
empt from the purview of the Debt Col-
lection Act of 1982, to the extent that 
they are authorized under some other 
statute or common law. 

(b) This section shall not be con-
strued as prohibiting the use of §§ 1.900 
through 1.954 when VA attempts to col-
lect debts owed to this agency by per-
sons employed by the agencies admin-
istering the laws cited in paragraph (a) 
of this section. 

(Authority: 31 U.S.C. 3711) 

[52 FR 42109, Nov. 3, 1987]

§ 1.929 Reduction of debt through per-
formance of work-study services. 

(a) Scope. (1) Subject to the provi-
sions of this section VA may allow an 
individual to reduce an indebtedness to 
the United States through offset of 
benefits to which the individual be-
comes entitled by performance of 
work-study services under 38 U.S.C. 
3485 and 3537 when the debt arose by 
virtue of the individual’s participation 
in a benefits program provided under 
any of the following: 

(i) 38 U.S.C. chapter 30; 
(ii) 38 U.S.C. chapter 31; 
(iii) 38 U.S.C. chapter 32; 
(iv) 38 U.S.C. chapter 34; 
(v) 38 U.S.C. chapter 35; 
(vi) 38 U.S.C. chapter 36 (other than 

an education loan provided under sub-
part F, part 21 of this title); or 

(vii) 10 U.S.C. chapter 1606 (other 
than an indebtedness arising from a re-
fund penalty imposed under 10 U.S.C. 
16135). 

(2) This section shall not apply in 
any case in which the individual has a 
pending request for waiver of the debt 
under §§ 1.950 through 1.970.

(Authority: 38 U.S.C. 3485(e)(1); Pub. L. 102–
16)

(b) Selection criteria. (1) If there are 
more candidates for a work-study al-
lowance than there are work-study po-
sitions available in the area in which 
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the services are to be performed, VA 
will give priority to the candidates who 
are pursuing a program of education or 
rehabilitation. 

(2) Only after all candidates in the 
area described in paragraph (b)(1) of 
this section either have been given 
work-study contracts or have with-
drawn their request for contracts will 
VA offer contracts to those who are not 
pursuing a program of education or re-
habilitation and who wish to reduce 
their indebtedness through perform-
ance of work-study services. 

(3) VA shall not offer a contract to an 
individual who is receiving compensa-
tion from another source for the work-
study services the individual wishes to 
perform. 

(4) VA shall not offer a contract to an 
individual if VA determines that the 
debt can be collected through other 
means such as collection in a lump 
sum, collection in installments as pro-
vided in § 1.917 or compromise as pro-
vided in § 1.918.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(c) Utilization. The work-study serv-
ices to be performed under a debt-liq-
uidation contract will be limited as fol-
lows: 

(1) If the individual is concurrently 
receiving educational assistance in a 
program administered by VA, work-
study services are limited to those al-
lowed in the educational program 
under which the individual is receiving 
benefits. 

(2) If the individual is not concur-
rently receiving educational assistance 
in a program administered by VA, the 
individual may perform only those 
work-study services and activities 
which are or were open to those stu-
dents receiving a work-study allowance 
while pursuing a program of education 
pursuant to the chapter under which 
the debt was incurred.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(d) Contract to perform services. (1) The 
work-study services performed to re-
duce indebtedness shall be performed 
pursuant to a contract between the in-
dividual and VA. 

(2) The individual shall perform the 
work-study services required by the 

contract at the place or places des-
ignated by VA. 

(3) The number of hours of services to 
be performed under the contract must 
be sufficient to enable the individual to 
become entitled to a sum large enough 
to liquidate the debt by offset. 

(4) The number of weeks in the con-
tract will not exceed the lesser of— 

(i) The number of weeks of services 
the individual needs to perform to liq-
uidate his or her debt; or 

(ii) 52. 
(5) In determining the number of 

hours per week and the number of 
weeks under paragraphs (d)(3) and (d)(4) 
of this section necessary to liquidate 
the debt, VA will use the amount of the 
account receivable, including all ac-
crued interest, administrative costs 
and marshall fees outstanding on the 
date the contract is offered to the indi-
vidual and all accrued interest, admin-
istrative costs and marshall fees VA es-
timates will have become outstanding 
on the debt on the date the debt is to 
be liquidated. 

(6) The contract will automatically 
terminate after the total amount of 
the individual’s indebtedness described 
in paragraph (d)(5) of this section has 
been recouped, waived, or otherwise 
liquidated. An individual performing 
work-study services under a contract 
to liquidate a debt is released from the 
contract if the debt is liquidated by 
other means. 

(7) The contract to perform work-
study services for the purpose of liqui-
dating indebtedness will be terminated 
if: 

(i) The individual is liquidating his 
or her debt under this section while re-
ceiving either an educational assist-
ance allowance for further pursuit of a 
program of education or a subsistence 
allowance for further pursuit of a pro-
gram of rehabilitation; 

(ii) The individual terminates or re-
duces the rate of pursuit of his or her 
program of education or rehabilitation; 
and 

(iii) The termination or reduction 
causes an account receivable as a debt 
owed by the individual. 
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(8) VA may terminate the contract at 
any time the individual fails to per-
form the services required by the con-
tract in a satisfactory manner.

(Authority: 38 U.S.C. 3485(e), 7104(a); Pub. L. 
102–16)

(e) Reduction of indebtedness. (1) In re-
turn for the individual’s agreement to 
perform hours of services totaling not 
more than 40 times the number of 
weeks in the contract, VA will reduce 
the eligible person’s outstanding in-
debtedness by an amount equal to the 
higher of— 

(i) The hourly minimum wage in ef-
fect under section 6(a) of the Fair 
Labor Standards Act of 1938 times the 
number of hours the individual works; 
or 

(ii) The hourly minimum wage under 
comparable law of the State in which 
the services are performed times the 
number of hours the individual works. 

(2) VA will reduce the individual’s 
debt by the amount of the money 
earned for the performance of work-
study services after the completion of 
each 50 hours of services (or in the case 
of any remaining hours required by the 
contract, the amount for those hours).

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(f) Suspension of collections by offset. 
Notwithstanding the provisions of 
§ 1.912a, during the period covered by 
the work-study debt-liquidation con-
tract with the individual, VA will ordi-
narily suspend the collection by offset 
of a debt described in paragraph (a)(1) 
of this section. However, the individual 
may voluntarily permit VA to collect 
part of the debt through offset against 
other benefits payable while the indi-
vidual is performing work-study serv-
ices. If the contract is terminated be-
fore its scheduled completion date, and 
the debt has not been liquidated, col-
lection through offset against other 
benefits payable will resume on the 
date the contract terminates.

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16)

(g) Payment for additional hours. (1) If 
an individual, without fault on his or 
her part, performs work-study services 
for which payment may not be author-
ized, including services performed after 

termination of the contract, VA will 
pay the individual at the applicable 
hourly minimum wage for such serv-
ices as the Director of the VA field sta-
tion of jurisdiction determines were 
satisfactorily performed. 

(2) The Director of the VA field sta-
tion of jurisdiction shall determine 
whether the individual was without 
fault. In making this decision he or she 
shall consider all evidence of record 
and any additional evidence which the 
individual wishes to submit. 

(Authority: 38 U.S.C. 3485(e); Pub. L. 102–16) 

[62 FR 15401, Apr. 1, 1997]

STANDARDS FOR COMPROMISE OF CLAIMS

AUTHORITY: Sections 1.930 to 1.937 issued 
under 72 Stat. 1114; 38 U.S.C. 501.

SOURCE: 32 FR 2614, Feb. 8, 1967, unless oth-
erwise noted.

§ 1.930 Scope and application. 
(a) The standards set forth in §§ 1.930 

through 1.938 apply to the compromise 
of claims in accordance with 31 U.S.C. 
3711. VA may exercise such compromise 
authority where the claim owed to VA 
does not exceed $100,000 exclusive of in-
terest and other late payment charges. 
This $100,000 limit does not apply to 
debts which arise out of participation 
in the loan program under chapter 37 of 
title 38 of the United States Code. The 
Comptroller General or his/her des-
ignee may exercise compromise au-
thority with respect to claims referred 
to the General Accounting Office 
(GAO). Only the Comptroller General 
or his/her designee may compromise a 
claim that arises out of an exception 
made by GAO on account of an ac-
countable officer, including a claim 
against the payer, prior to its referral 
by GAO to the Department of Justice 
for litigation. 

(b) When the claim exceeds $100,000, 
exclusive of interest and other late 
payment charges, the authority to ac-
cept a compromise offer rests solely 
with the Department of Justice. How-
ever, approval by the Department of 
Justice is not required if VA wishes to 
reject a compromise offer on a debt in 
excess of $100,000. If VA believes that 
the compromise offer on a debt in ex-
cess of $100,000 should be accepted, it 
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