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CHAPTER 1.
  GENERAL POLICIES AND PROCEDURES

1-1
SCOPE.

A. Content.   This handbook sets forth the general policies and procedures for servicing and collecting debts by the Financial Operations Center (FOC).  The debts include defaulted Title I notes assigned to HUD as well as debts that stem from other Office of Housing/FHA activities.  All non-Title I debts are referred to as “generic” debt in this handbook (see also Chapter 8).

There are two major categories of Title I notes:  property improvement loans and manufactured home loans.  Title I loans are made by private lenders, and are insured against default by HUD.  After default, the lender assigns the note/contract (and any security) to HUD in exchange for HUD’s claim payment.  The requirements for the Title I program are spelled out in 24 CFR Part 201.

A Title I property improvement loan debt is based on a promissory note or retail installment contract.  Many are secured by a lien against the improved property, though this lien is usually not in first lien position.  The principal amount due HUD is based on the terms of the original loan and the loan payment history (see 24 CFR 201.61 (b)).     

 A Title I manufactured home loan debt is also based on a promissory note or retail installment contract, but the principal amount due HUD is the amount of any net deficiency that remained after the lender repossessed and disposed of the manufactured home.  The amount that HUD reimburses a lender for its repossession and disposition costs is included in the debt (see 24 CFR 201.61 (c)). Since these debts are after repossession, they are almost always unsecured.

For both types of Title I debts, HUD assesses interest based on an interest rate set by the Department of the Treasury (see additional details in Paragraph 7-4).  Manufactured home loan claims are generally more difficult to collect than property improvement loan claims because the borrower has lost his/her home via repossession, the debt is unsecured, the debtor’s location may be unknown, and the debtor may believe that he/she should not be held responsible for the deficiency.  Notwithstanding this, the practices for collecting debts described in this handbook apply to both Title I property improvement and manufactured home claims unless a distinct policy or procedure is indicated.

An overview of the various types of generic debts assigned to the FOC is presented in Chapter 8.

B. Debt Collection Improvement Act.   The Debt Collection Improvement Act (DCIA) was enacted in 1996 to expand upon the 1982 Debt Collection Act.  The DCIA authorized additional collection tools and techniques to collect delinquent debts owed the Federal Government.  The DCIA mandates that an eligible debt be referred to the Department of the Treasury for the Treasury Offset Program and for Cross-Servicing when it is 180 (or more) days delinquent.  

A Comptroller General’s decision, published at 71 Comp. Gen. 449 (1992), sustained the FHA’s position that Title I debt collection is governed by the National Housing Act’s Section 2(c)(2) and that therefore HUD has the authority “to pursue to final collection, by way of compromise or otherwise, all claims assigned …”.  Section 205 (g) of the National Housing Act contains similar language regarding “pursuit to final collection” for Title II debts.  While these special authorities exempt HUD/FHA Title I and Title II debts from the DCIA mandates, this handbook is based on a presumption that HUD will refer eligible delinquent debts to the Treasury programs by the time a debt is 180 days delinquent in order to take maximum advantage of the enhanced collection tools authorized by the DCIA. 

C. Roles and Responsibilities.

1. Financial Operations Center (FOC).  This Center is a component of the Office of Financial Services (OFS), Housing/FHA Comptroller, Housing Deputy Assistant Secretary for Finance and Budget.  The Center is located within the HUD Albany, NY Field Office.  Its responsibilities include financial and other loan insurance and claim processing activities for the Title I Program, and processing of debt management and account servicing for Title I and other debts on a nationwide basis.

2. Asset Recovery Division (ARD).  The Division of the FOC that is responsible for Title I and other debt collection and servicing activities. 

3. Insurance Operations Division (IOD).  The Division of the FOC that is responsible for Title I processing including:  maintaining the insurance records, collecting premiums, processing claims, and processing repurchases of paid claims.  The IOD is also responsible for financial transaction processing for Title I and other debts, for monitoring the status of FHA insured mortgage loans that are subject to an Indemnification Agreement, and the billing, servicing, and debt collection for losses on indemnified loans and other debts/receivables assigned to the Division. 
4. Debt Servicing Representative (DSR).  FOC employee responsible for the recovery of Title I defaulted notes and/or other assigned debts.

5. Loan Servicing Specialist (LSS).  FOC employee responsible for Title I program and other financial processing of the IOD and/or the recovery of assigned debts/receivables. 

6. Office of Financial Services (OFS).  An Office under the HUD/FHA Comptroller and Housing Deputy Assistant Secretary for Finance and Budget. The Director of the FOC reports to the Director of OFS.  OFS monitors FOC operations and evaluates FOC performance.

7. Cash Management Branch (CMB).  A Branch in the General Ledger Division of the Office of Financial Analysis and Reporting under the HUD/FHA Comptroller and Housing Deputy Assistant Secretary for Finance and Budget. Responsible for processing some payments received on debts assigned to the FOC, and disbursements issued by the FOC.

8. Home Mortgage Insurance Division.  The Division within the Office of Single Family Program Development, Deputy Assistant Secretary for Single Family Housing, responsible for establishing policy guidance and technical advice for the Single Family Housing Programs including the Title I program.

9. Real Estate Owned Division (REO).   The Division in each HUD/FHA Home Ownership Center that handles the management and sale of HUD-owned properties.
10. Chief Financial Officer (CFO).  The Office of the CFO provides oversight for all debt management functions of HUD including the preparation and submission of required reports to the Department of the Treasury and other external organizations.

11. HUD Office of Appeals (HUDOA).  The administrative judges in this office are designated by the Secretary of HUD.  This office is responsible for providing the hearing and rendering the final agency decision when a debtor requests a review in connection with action by HUD to collect a debt via administrative offset, the Treasury Offset Program (including federal tax refund offset), federal retirement offset (excluding military retirement), and administrative wage garnishment. 

12. Office of Administrative Law Judges (OALJ).  These judges are appointed pursuant to the Administrative Procedures Act.  They are responsible for providing the hearing and for the final agency decision when a federal employee requests a review in connection with action by HUD to collect a debt via federal salary offset or via the Treasury Offset Program when the debtor is a federal employee.   

13. Office of General Counsel (OGC).  Provides legal advice and guidance on general issues regarding debt collection statutes and regulations.  OGC also represents HUD in hearings concerning federal employee debtors before OALJ.  
14. Office of Regional Counsel.  The Office of the Regional Counsel in Regions II (New York), V (Chicago), and X (Seattle) provide legal advice and guidance to the FOC regarding hearings of the HUDOA and represent HUD in these hearings.  The jurisdiction of each Regional Counsel for these hearings is determined by OGC.  The Office of the Regional Counsel in all 10 HUD Regional Offices provides legal advice and guidance (similar to the HUD Field Counsels) to the FOC concerning specific matters within the jurisdiction of the office and concerning legal questions/issues that are specific to the jurisdiction.  The Office of the Regional Counsel for Region II (New York) provides legal advice and guidance to the FOC concerning general questions/issues that are not specific to a particular office jurisdiction or state.  

15. Office of Field Counsel.  The Chief Counsel and/or Chief Attorney in the HUD Field Offices provide legal advice and guidance to the FOC concerning specific matters within the jurisdiction of the Field Office and concerning legal questions/issues that are specific to that jurisdiction.
16. Debt Management Services (DMS).  DMS is an organization within the Financial Management Services organization of the United States Department of the Treasury.  DMS is responsible for Treasury’s Cross-Servicing Program, the Treasury Offset Program, and for developing and implementing government-wide debt management policies.

1-2 DEFINITIONS AND ACRONYMS.

A. Definitions.  Words and terms used in this handbook are defined as follows:

1. Administrative Costs.  Costs incurred by HUD related to the handling and processing of delinquent debt.
2. Administrative Offset.  Withholding money payable by the federal government to a debtor, and applying the money to satisfy or reduce a debt the debtor owes to the federal government.  Most forms of administrative offset of payments issued by the U.S. Department of the Treasury have been consolidated within the Treasury Offset Program (TOP).
3. Administrative Wage Garnishment (AWG).  A process where a federal agency, after a hearing opportunity, issues a wage garnishment order to a delinquent debtor’s non-federal employer.  No court order is required.  The employer withholds amounts from the employee’s wages in compliance with the order and pays those amounts to the agency. The Debt Collection Improvement Act of 1996 (DCIA) authorized federal agencies to collect delinquent debt via AWG. 


4. Claim.  For debt collection purposes, a claim is an amount of money that has been determined by an appropriate official of the federal government to be owed to the United States.  A claim may also be a submission to HUD to obtain payment from HUD under a Federal Housing Administration (FHA) loan insurance program, or other similar HUD program.
5. Claim Collection Litigation Report (CCLR).  This is a report that a federal agency uses to refer a debt to the U.S. Department of Justice (DOJ) for legal action.  It documents prior collection actions and provides current information about the debt and the debtor(s) and the basis for the referral.
6. Closeout.  An action to reclassify a debt to reflect a decision to stop all collection action on a debt - active (billing, dunning, legal action, etc.) and passive (Treasury Offset Program and waiting for a request for a release of lien). 

7. Compromise.  An agreement between a debtor and HUD in which HUD agrees to accept less than the full amount owed by the debtor in exchange for a full release of all debtors and any security.  (See also “Partial Settlement”.)  

8. Correlative Account(s).  Two or more accounts with the same debtor.

9. Credit Bureau.  See Credit Reporting Agency.

10. Credit Report.  A report issued by a Credit Reporting Agency that provides information and/or analysis of personal or business financial information including the history of previous credit obligations. 

11. Credit Reporting Agency.  A firm that collects credit and other financial information regarding people and businesses and sells reports concerning this information to third parties.  Also known as a Credit Bureau or Consumer Reporting Agency.
12. Cross-Servicing.  The process whereby Treasury uses a variety of collection tools, including referral to private collection agencies, in an attempt to collect delinquent debts on behalf of federal agencies in accordance with the Debt Collection Improvement Act. 
13. Currently not Collectible (CNC).  A debt classification that the debt has been written off, but not closed out (i.e. passive collection efforts will continue).

14. Debt.  See definition for “claim.”  These words are interchangeable and synonymous. 

15. Debt Collection Asset Management System (DCAMS).  An automated system (System Code F71) used for accounting and servicing of defaulted Title I loans.  In this handbook, DCAMS also means GDEBT (System Code F71A) a subsystem of F71 that is used for accounting and servicing of generic debts.
16. Debt Collection Improvement Act of 1996 (DCIA).  A statute enacted as P.L 104-134, April 26, 1996, and codified in various sections of Chapter 37 of Title 31 of the United States Code to provide additional collection tools and techniques to collect delinquent debts owed the Federal Government.   
17. Default.  The failure of a debtor to meet a financial obligation according to the terms and conditions of a legal agreement.  Loans guaranteed or insured by the federal government are in default when the borrower breaches the loan agreement with the private sector lender.  
18. Delinquent Debt.  A debt is delinquent if it has not been paid by the date specified in HUD’s written demand for payment or applicable agreement (including a post-delinquency payment agreement) unless satisfactory arrangements have been made.  
19. Demand Letter.  A letter that informs a debtor of the amount due, the basis for the indebtedness, the applicable standards for imposing interest, penalties, or administrative costs, the date by which payment is due to avoid additional charges and enforced collections actions, and the name, address, and telephone number of a person who the debtor may contact to obtain additional information.

20. Financial Hardship.  Circumstance in which a debtor is unable to pay a debt because the debtor’s income and assets are insufficient to pay anything other than basic reasonable living expenses and other fixed expenses/obligations over which the debtor has minimal control.  

21. Generic debt.  A debt or claim assigned to the FOC for collection other than Title I property improvement and manufactured home loans assigned to HUD.  Debts owed by a Title I lender that arise from a claim overpayment, unpaid insurance charges, and repurchased loans are considered to be generic debts in this handbook.

22. Hardship.  See “Financial Hardship.”

23. Injured spouse.  A person whose share of a federal tax refund from a joint tax return is offset via TOP based solely on the liability of his/her spouse (i.e. the “injured” spouse is not legally liable for the debt).  The injured spouse may obtain his/her share of the refund by filing Form 8379 with the Internal Revenue Service. 

24. Offset.  The act of reducing a debt by applying amounts that the creditor owes a debtor.  The debtor must be provided appropriate due process before an offset may occur.  For debts owed to HUD, such as when a lender owes money for a repurchase, offsets may be from:  (1) money that HUD owes the debtor or money HUD owes the lender for insurance payments on other claims, (2) money another agency owes to the debtor, such as Federal Salary or retirement benefits, and Federal income tax refunds.

25. Partial Settlement.  An agreement where one or more debtors is released from liability in exchange for a stipulated payment or other considerations, but where other debtors who are obligated on the debt are not released and continue to be liable.  If the debt is secured, an agreement to release, subordinate, or substitute the security is a form of partial settlement if the agreement does not release all debtors and security.  (See also Compromise.)

26. Penalty.  An amount charged to a debtor whose debt is delinquent for more than 90 days.  The annual penalty may not exceed 6 % of the amount due on the debt.     

27. Refund.  A return of funds because of overpayment of a debt, or due to an improper payment or offset. 

28. Repurchase.  The process where HUD demands that a Title I lender return a previous Title I claim payment in exchange for a reassignment of the loan, because HUD has determined that the lender did not substantially comply with HUD’s requirements for originating, administering, or servicing a Title I loan. 

29. Sensitive Data.  Information provided by a debtor, or about a debt or debtor, that is private in nature and is not available via public records (i.e. telephone directories, assessment records, County Clerk real estate records, etc.).  This includes personal financial information such as wage/salary amounts and loan/credit details, and any information that can be used to distinguish or trace an individual’s identity, such as social security number and date of birth.
30. Suspension (of collection activity).  The action to defer active attempts to enforce collection of a debt for a period of time.  During a period of suspension, passive collection action (i.e. TOP offsets) may continue when appropriate.

31. Tax Identification Number (TIN).  The number assigned by the Internal Revenue Service (IRS) to identify a particular taxpayer.  The TIN is frequently used to identify a specific debtor.  For consumers, the TIN is either the Social Security Number or an Individual Taxpayer Identification Number (ITIN) that IRS issues to individuals who do not qualify for a Social Security Number.  For commercial taxpayers, the IRS issues an Employer Identification Number, which is used as the TIN.

32. Termination (of collection activity).  The action to stop all active collection activities on a debt; passive collection activities (i.e. TOP offsets) may continue.  

33. Treasury Offset Program (TOP).  Centralized administrative offset program administered by the Department of the Treasury’s Financial Management Services (FMS).  Agencies are required to refer information about eligible delinquent non-tax debt to FMS.  FMS performs computer matching with FMS disbursement data and processes an offset when an appropriate match is determined.  Disbursements that are eligible for administrative offset via TOP include:  IRS tax refunds, federal retirement payments of OPM, federal salary, active and retired military payments, vendor payments, grant payments, travel payments, and benefits payments including Social Security retirement and disability payments.

34. Write Off.  An accounting action that results in reporting a debt/receivable as having no value on the agency’s financial and management reports.  Write off is usually accomplished by transferring the receivable from an asset account to an expense or allowance for loss account.  After write-off, a debt must either be closed out or reclassified as Currently not Collectible.       

B. Acronyms.  

1. ARD
Asset Recovery Division of the Financial Operations Center

2. AWG
Administrative Wage Garnishment

3. CAIVRS
Credit Alert Interactive Voice Response System

4. CB

Credit Bureau

5. CCLR
Claim Collection Litigation Report

6. CFO
Chief Financial Officer

7. CMB
Cash Management Branch

8. CNC
Currently not Collectible

9. DCAMS
Debt Collection Asset Management System (F71/F71A)

10. DCIA
Debt Collection Improvement Act (1996)

11. DMS
Debt Management Services of Financial Management Services
12. DOJ
Department of Justice
13. DSR
Debt Servicing Representative
14. FEMA
Federal Emergency Management Agency
15. FHA
Federal Housing Administration (HUD:  Office of Housing)
16. FMS
Financial Management Service (Treasury)
17. FOC
Financial Operations Center (HUD:  Albany, NY)
18. FTAR
Financial Transaction Adjustment Request
19. GDEBT
The generic debt subsystem (F71A) within DCAMS
20. GTM
Government Technical Monitor
21. HOC
Home Ownership Center (Philadelphia, Atlanta, Denver, Santa Ana)
22. HUD
US Department of Housing and Urban Development
23. HUDOA
HUD Office of Appeals
24. IOD
Insurance Operations Division of the Financial Operations Center
25. IRS
Internal Revenue Service (Treasury)
26. JFC
Justification for Closing
27. LSS
Loan Servicing Specialist
28. MIP
Mortgage Insurance Premium
29. NOI
Notice of Intent
30. OALJ
Office of Administrative Law Judges (HUD:  Headquarters)
31. OFS
Office of Financial Services (HUD/FHA:  Headquarters)
32. OGC
Office of the General Counsel (HUD) 
33. P&AC
Penalties & Administrative Costs
34. PADS
Preauthorized Debit System
35. PCA
Private Collection Agency
36. REO
Real Estate Owned Division
37. SOL
Statute of limitation 
38. SSN
Social Security Number 
39. TIIS
Title I Insurance System/F72

40. TIN
Taxpayer Identification Number
41. TOP
Treasury Offset Program

1-3 MINIMUM REQUIREMENTS.  The duties outlined, the reports required, and the procedures established are minimum requirements.  They are designed to accomplish the appropriate liquidation of defaulted Title I accounts and other debt at a minimum cost and to provide adequate controls.

Detailed explanations of collection requirements are contained in the Federal Claims Collection Standards, 31 CFR Parts 900-904.

Policies and procedures for justifying, designing, and managing Federal credit programs and for collecting non-tax receivables are contained in the Office of Management and Budget’s Circular No. A-129, “Policies for Federal Credit Programs and Non-Tax Receivables.”

1-4 DEVIATIONS FROM POLICIES AND PROCEDURES.  Only the Director of the Financial Operations Center or higher authority is authorized to permit deviations from the administration of policies and procedures described herein.  Any such deviation must be approved in writing.

1-5 PRIVACY.

A. Federal Privacy Act of 1974.  [Ref.: 5 USC § 552a]

The Privacy Act established controls over personal information that the federal government collects and how it is used.  The Act grants to United States citizens and legal permanent residents the right to see records about oneself and the right to correct a record that is inaccurate, irrelevant, untimely, or incomplete. The Act mandates that the Government: 
· Informs the public regarding why information is being collected and how it is going to be used; 

· Assures that information is accurate, relevant, complete and up-to-date before disclosing it to others; 
· Allows individuals to find out about disclosures of their records to other agencies or persons; and 
· Provides an individual with the opportunity to correct inaccuracies in their records. 

The Privacy Act applies only to records about individuals maintained by agencies in the executive branch of the government.  It applies to these records only if they are kept in a "system of records." A "system of records" is a group of records from which the information was retrieved by an individual's name, social security number, date of birth or some other personal identifier.

The following links provide individuals with information pertaining to their rights under the Privacy Act and how to exercise those rights:

http://www.hud.gov/offices/cio/privacy/index.cfm
http://www.pueblo.gsa.gov/cic_text/fed_prog/foia/foia.htm
In addition, the public can request information about the Privacy Act or may request access to the HUD records maintained about them by writing to:  Privacy Act Officer, HUD, 490 East L’Enfant Plaza, SW, Room 8001, Washington, DC, 20410.  The requester must show proof of identity by a notarized statement or equivalent before HUD can provide information on specific records. 

B. Policy.  HUD is subject to the provisions of the Privacy Act (See Paragrpah 1-5, A. above).  FOC staff may obtain information regarding HUD’s policies, procedures, requirements and guidelines for HUD’s implementation of the Privacy Act from the Privacy Act Handbook, HUD 1325.1 REV-1 and from HUD’s Privacy Principles: http://www.hud.gov/offices/cio/privacy/documents/privprin.pdf
All sensitive, personal information about individuals that is collected as part of managing the accounts assigned to the FOC is protected by the Privacy Act and must be safeguarded properly.  Personally identifiable information that has been collected by HUD to service and collect debts assigned to the FOC may be used solely for that purpose.  The intent of this policy is to ensure the security and confidentiality of personal information in order to prevent substantial harm, embarrassment, inconvenience, or unfairness to any individual on whom information is maintained       

During working hours, the area in which the FOC’s records are maintained and used should be occupied by authorized personnel only.  Appropriate FOC staff should accompany any visitors to the FOC at all times.   During non-working hours, case files and other records with sensitive information must be stored in locked file cabinets.  No FOC files or records may be removed from the FOC without the specific approval of the FOC Director.

FOC staff must not let anyone have access to records under their control which contain personal information unless it is: in the performance of official duties (see also Paragraph 1-5,C. regarding Permitted Disclosures) or clearly authorized by HUD’s Privacy Act Handbook (1325.1 REV-1).  The same policy applies to the disclosure of any sensitive information contained in DCAMS.

Information such as debtor name and address, claim/case number, name of assigned DSR/LSS, and information available via telephone directories, assessment records, deed/mortgage records or other similar sources of public information is considered non-sensitive.  Such information as credit history, date of birth, social security number, medical records, financial status, and similar information would normally be considered sensitive.

C. Permitted Disclosures.  Many of the debt collection tools used by HUD require disclosure of information about individuals indebted to HUD to persons outside HUD.  Such disclosures are permitted so long as they are to persons with an official need to know.  Permitted disclosure may be made, in connection with authorized debt collection tools, to Treasury (TOP and Cross-Servicing), private collection agencies, credit bureaus, employers (to implement wage garnishment), and the Department of Justice (for litigation and other matters). 

D. Privacy Act Notice on HUD Forms.  A “Privacy Act Notice” must appear on any form used by HUD to collect personally identifiable information from the public.  Each of the following HUD forms, which are contained in the appendices to this handbook and used to collect personal information from the public, contains a Privacy Act Notice:  

HUD 637 – Title I Claim for Loss (Appendix 1)

HUD 56142 - Debt Resolution Program Financial Statement (Appendix 4)

HUD 56146 - Debt Resolution Program Repayment Agreement (Appendix 5)

HUD 56141 - Debt Resolution Program Settlement Offer (Appendix 6)

HUD 92090 – HUD Preauthorized Debit (PAD) Authorization (Appendix 17)

Privacy Act Notices are not required for any of the other items contained in the appendices to this handbook based on the following:  Appendices 7,11,14,18 and 19 are forms that are not used to collect information from the public.  Appendices 2, 3, 9, 12 and 13 are standardized letters, not forms used to collect information from the public.  Appendices 8 and 10 are IRS forms that transmit data to the public.  Appendices 15 and 16 are not collection forms, but records produced by DCAMS.   

1-6 STATUTE OF LIMITATIONS (SOL).  HUD's legal remedies are restricted by the statutes of limitations set forth below.  

A. Civil Suit.  Six (6) years from date of accrual of action.  [Ref.: 28 U.S.C. 2415(a).]

A suit to collect a debt in court may be barred if the suit is filed more than 6 years after the right of action accrues.  The “accrual of action” date will vary according to the type of debt.

The six-year statute of limitations referenced at 28 U.S.C. 2415 does not apply to administrative proceedings, which are governed by whatever applicable limitations period applies to the specific administrative proceeding.  This was confirmed by a 2006 U.S. Supreme Court Decision in BP Amoco Production v. Rejane Burton, et al.  For example, see Paragraph 1-6,E. regarding Administrative Wage Garnishment.

For Title I claims this date is the date that HUD pays the lender’s claim, although in some Federal Districts or Circuits it may be the date of default.  For a Single Family Deficiency Judgment, the accrual of action date is the date that the Judgment was assigned to HUD.  For generic debts the accrual of action date is usually the earliest date that HUD could have determined that the debt was due for a specific amount.  
 

Expiration of the SOL is an “affirmative defense.”  This means that a suit to collect a debt may be filed after the 6-year SOL time period has expired, but the debtor may rebut the suit using a SOL defense.  Nonetheless, the Department of Justice (DOJ) will not ordinarily accept a SOL-expired debt for litigation unless there are unusual circumstances that warrant a waiver to this policy.  Since DOJ will require lead-time to prepare and file suit, a referral to DOJ should be made at the earliest possible date and, absent special circumstances, should occur by one year before the SOL will expire.

B. Criminal Violations.  Five (5) years from the date of the offense.  [Ref.: 18 U.S.C. 3282]

C. False Claims Act (Civil Fraud).  Six (6) years from the date the violation was committed.  [Ref.: 31 U.S.C. 3731(b)]

D. Collection by Administrative Offset.  Ten (10) years from the date that HUD’s right to collect the debt first accrued.  [Ref.: 31 U.S.C. 3716(e)(1)]  (See discussion in subparagraph A. above, concerning date of accrual.)  
E. Collection by Administrative Wage Garnishment.  There is no time limit on the collection of a delinquent debt via AWG.  [Ref.: In re. Douglas Hansen, HUDBCA No. 06-A-CH-AWG03]
F. Extensions of the SOL.  The SOL time period may be extended by various factors such as the debtor's absence from the jurisdiction of the courts of the United States, exemption from process because of infancy, or the existence of facts material to the cause of action of which the Government has no notice.  A voluntary payment or written acknowledgement of the debt may start a new SOL time period.  Also, if the debt is subject to an administrative proceeding, the SOL time limit for civil suit may be extended so long as the suit is filed within one year after final decisions have been rendered in the applicable administrative proceeding.  

G. Repurchase of Claims by Insured Lending Institutions.  HUD's initial written demand of repurchase from an insured lender must be dated within two (2) years from the date of Title I claim payment certification (claim payment date) [Ref.: 24 CFR 201.54 (h)], unless there is fraud or misrepresentation related to the claim attributable to the lender, in which case there is no limit on the time in which the Department may demand a repurchase.  [Ref.: 12 U.S.C. 1703(g)]

While the regulations authorize HUD to seek repurchase within two years after claim payment, HUD policy implemented via Title I Letter TI-429 is that HUD will normally limit the period of time within which it will request repurchase of a property improvement loan to a period of one year.  A demand for repurchase for a property improvement loan after one year should be limited to violation(s) that HUD could not reasonably be aware of earlier.

1-7 AUTHORITY TO COMPROMISE, SUSPEND OR TERMINATE DEBT.  

A. Dollar Limitation.  HUD’s authority to collect Title I and Title II debts is the National Housing Act (see also Paragraph 1-1, B.), which does not impose any dollar limit.   For any other type of Housing/FHA debt assigned to the FOC, HUD’s authority to compromise, suspend collection activity, and to terminate collection activity is limited to debts with an amount due that does not exceed $100,000.00 in principal (i.e. exclusive of interest, penalties, and administrative costs).  If a debtor is obligated for more than one debt, the debtor’s liability arising from a particular transaction or contract is considered a single debt in determining whether the debt is subject to the $100,000.00 limitation.  

B. Fraud Limitation.  HUD’s authority to collect Title I and Title II debts via the National Housing Act also provides HUD with the authority to compromise, suspend, or terminate collection activity for any debt involving fraud, the presentation of a false claim, misrepresentation, or a violation of the antitrust laws.  For all other types of generic debts serviced by the FOC, only the Department of Justice has the authority to compromise, suspend, or terminate collection activity for any debt involving fraud, the presentation of a false claim, misrepresentation, or a violation of the antitrust laws.

C. DOJ Concurrence.     Debts subject to the fraud limitation, or that are subject to and exceed the $100,000 limitation, must be submitted to the Department of Justice (DOJ) for concurrence before action to compromise, suspend, or terminate.  If the debt does not exceed $1 million, DOJ concurrence is requested by submitting a written request to the Commercial Litigation Branch of the Civil Division or to the Financial Litigation Division of a U.S. Attorney’s Office.  Such referral to DOJ should be made at least one year before the expiration of the applicable statute of limitations for collection litigation (See Section 1-6.)

D. Exceptions.  DOJ concurrence is not required if HUD wishes to reject a compromise offer.  DOJ concurrence is not needed if the debt was referred to DOJ for litigation and DOJ returns the debt to HUD.  Other exceptions where debts are subject to and exceed the $100,000 limitation, but do not need DOJ concurrence include: debts discharged in bankruptcy, debts where the statute of limitations for civil action has run, or debts where HUD has determined that the debt is legally without merit or cannot be substantiated.

E. Delegations of Authority.  The Secretary of HUD’s authority to compromise, suspend, or terminate debt may be re-delegated to designated HUD officials.  Such delegations of authority shall be issued in writing.  The authority to execute satisfactions of lien, releases, and other documents in connection with HUD/FHA debts is similarly based on written delegations of authority.

1-8 CREDIT BUREAU REPORTING.  [Ref.: 24 CFR 17.76 & 31 CFR 901.4]

A. Policy.  Delinquent debts are reported to appropriate credit bureaus unless the debt is in dispute.  This policy applies to both consumer debts and commercial debts. The information reported must be accurate and must be updated to reflect any significant changes to the status of a debt.  Procedures are in place to promptly respond to all “Consumer Dispute” inquiries transmitted to HUD by a credit bureau.  

B. Due Process.  For consumer debts, HUD must send the debtor a written “Notice of Intent to Report to a Credit Bureau” (CB Letter) before reporting information on a debt to a credit bureau.  The notice must be sent at least 60 days before releasing information to a credit-reporting agency.  The notice must inform the debtor regarding the debtor’s right to receive an explanation of the debt, to dispute the information in HUD’s records, and to request an administrative review.  CB letters are sent via DCAMS.  For a new case, the CB letter is sent automatically to each eligible debtor at the same time as the demand letter.  A CB Letter may also be issued as a discretionary DCAMS letter.  (See also Paragraph 2-1,E. and Appendix 2.)     

C. Reporting Process.  FOC debts are reported automatically and electronically to Equifax, Inc., Experian, Innovis Data Solutions, and Transunion (for consumer debtors) and Dun & Bradstreet, Equifax, Inc., and Experian (for commercial debtors) via DCAMS.  DCAMS also provides monthly updates to these credit bureaus.  Since DCAMS data is used for credit bureau reporting, the DSR/LSS must promptly and accurately update DCAMS if a debtor files bankruptcy, disputes the debt, or for other significant status changes.  Additional information about credit bureau reporting via DCAMS may be obtained from the DCAMS User Manual.   

1-9 CAIVRS REPORTING.  [Ref.: 31 CFR 901.4]

A. Policy.  Delinquent debts are reported to HUD’s Credit Alert Interactive Voice Response System (CAIVRS) unless the debt is in dispute or the debtor has filed bankruptcy.  The information reported is the debtor’s name, the debtor’s taxpayer identification number, and the DCAMS claim number.  The information reported must be accurate and updated to reflect any significant changes to the status of the debt.  

CAIVRS also includes default/claim data on loans that were insured or guaranteed by a federal agency even if the claim did not result in a delinquent federal debt.  Title I debts are thus reported to CAIVRS during the first three years after claim payment even if the debt is not delinquent or if the debtor has filed bankruptcy.  

Federal agencies and federal loan program participants access CAIVRS data to assess eligibility for federal assistance in the form of a federal loan, loan guarantee, or loan insurance.  Unless waived by the head of the agency or in connection with a disaster loan, federal agencies are not permitted to extend such financial assistance to any person delinquent on a nontax debt owed to a federal agency.  In addition, if CAIVRS indicates that an applicant has had a claim paid on his or her behalf within the previous three years on an insured or guaranteed loan, the applicant may not be eligible for a new insured or guaranteed loan.  

B. Due Process.  HUD warns the debtor via the DCAMS demand letter (See Appendix 3) that “HUD may take action that could prevent you from obtaining federal assistance in the form of a federal loan, loan guarantee, or loan insurance” if the debtor does not pay the debt or enter into an acceptable repayment plan.       

C. Reporting Process.  FOC debts are reported automatically and electronically to CAIVRS based on the above policy.  DCAMS provides monthly updates to CAIVRS as appropriate.  Since DCAMS data transmitted to CAIVRS is used for credit screening, the DSR/LSS must promptly and accurately update DCAMS if a debtor files bankruptcy, disputes the debt, or for other significant status changes.   

D. Responding to Inquiries.  When CAIVRS reports a match, it supplies a point of contact telephone number for the reporting agency as a means to obtain additional information.   The FOC’s telephone number is provided for debts and claims reported to CAIVRS by DCAMS.  Procedures are in place to promptly respond to all CAIVRS inquiries received at the FOC.  Since automated updates via DCAMS are processed once per month, it may be necessary to manually update the CAIVRS record to resolve a CAIVRS inquiry, if the debt is no longer eligible for CAIVRS.  The FOC has designated employees who have access to CAIVRS to process these updates.   

1-10 RESPONSIBILITY OF THE FOC.  The FOC is responsible for all debt collection and customer service activities for all accounts assigned to it.  For cases referred to Cross-Servicing, Treasury (or a Treasury contracted private collection agency) will handle routine debt collection activities, and the FOC is responsible for the following functions: a) referring debtor inquiries regarding payoffs, payment plans, or compromises to Treasury; b) retrieving documents or data from claim binders to respond to disputes, appeals, and other inquiries; c) coordinating with Treasury on approval of compromises and partial settlements (where HUD approval is required); d) coordinating with Treasury on appeals of Administrative Wage Garnishment; e) maintaining account financial history and f) releasing documents for closed accounts.  The FOC is also responsible for technical oversight of DCAMS. 

1-11 JOINT AND SEVERAL LIABILITY.  When two or more debtors sign a note, they are both responsible for repayment of the debt.  The debt may be collected in part or in full from either or both.  The DSR/LSS must not attempt to allocate the burden of paying such claims between the debtors, but attempt to collect from all such debtors.

If a partial settlement is reached with one such debtor (see paragraph 2-9), care must be taken that the partial settlement does not release the Department's claim against the remaining debtor(s).  Only the debtor(s) making the partial settlement should be released from liability.  The amount of a partial settlement with one such debtor shall not be considered a precedent or as binding in determining the amount which will be required from the other debtors jointly and severally liable on the account.  If a question arises concerning the enforceability of an account, the DSR/LSS shall seek legal advice from the local HUD Office Chief Counsel.

1-12 CASH HANDLING REQUIREMENTS.  The FOC is required to follow Handbook 1911.1 REV-4, Handling and Protecting Cash and Other Negotiable Instruments, dated 5/1/88, and subsequent revisions, in handling cash.  The FOC has an Assistant Collection Officer and Alternate Assistant Collection Officer designated to handle incoming payments.  Two lockboxes have been established to receive the FOC’s payments:

For Title I Claims:


For Generic Debts:

HUD-Title I Payments

HUD-FOC Debt

PO Box 105664


PO Box 979056

Atlanta, GA 30348


St. Louis, MO 63197

Debtors are instructed to mail remittances directly to the appropriate lockbox.  (See also Chapter 7.)           
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