FEDERAL TAX REFUND OFFSET PROGRAM PROCEDARES

190.0 OVERVIEW

The Deficit Beduction Act of 1984, PL 9B-369, 31 U.5.0. 3720A allows a Federal
Agency to request the Internmal Revenuna Service (IRS) to withhold the amount of
any legally enforceable debts from an individual's income tax refund and to
forward the wlthheld amount to that Agency.

The 1TRS Tax Befund Offaet shall he uaged only after the Branch has:

o Aattempted collection using other avallable tools and techniques.

o notiffed the debtor sixty (60) days In advance of its plans to refer
the delinquent account to the IES for tax refund offset and advised
hin/her of his/her due process rights; and

o obtsined permfeaion through the Office of Financial Maragement and
from the IRS to participate in the Federal Tax Refund Offset (FTRD)
Program.

Tha Pederal Tax Refund Qffaet (FTRO} Program is a phased undertakiag that is
completed within an annual eyele. It requires a new referral of delicquent
debts each year. Each year referrals muat ba done in accordance with the
current laws governing patticipation im the program.

The Finance Section is respongible for the ¥FTRO Program. The FTRD Program is
Implemented in two (2) major phases; pre-offeet and offset. Turing the pre-—
offset phase, the Finance Section 1dentifiecs debte that meet the criteria for
offaet, matehes qualified cages with the TBS, and notifias debtors of our
intent to refer the deht to the IRS for offset.

During the offset phase, the Finance Section certifies and provides a final
Iiating of debte to be offaet by the IRS and responds to debtor Inguiries.

The IRS offsets prospective tax refunds and initfatas transfar of collected
funds to OSEME.

10.1 DEVELOP TNPLEMENTATION PLAN

Program requirementa for the current year are obtailned £rom the Department.
The Finance Sectlom reviews the requirements and developa a schedule znd
apecific milestone events whick define the pre—offset phase.

10.2 BOILD DELIM) UENT DEBYORS PILKE

Use the following criteria to determine which accounta will be aligible for
tax refund offset collection efforts.
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{1 The debt:

]

o

Q

mist exceed $25,00;
is owed by ant uwnlncotrporated body;

falls within the statute of limitations period preacribed in
the Departmental Adwinistratlion Memorandums

is not protected by either a bankruptcey filing or diecharpge}
and,

haa not been written off and subsequently reported to the TRS
as income to the dehtor on form 1099G.

(2) The debtor's Tazpayer Identification Number (1.e., Social
Security Humber) iz avallable to BCPC,

Request the Branch of Data Management to generate a report listing of debtors
who meet the criteria outlined above. This repatrt, called the Taxpayer
Identification Nuttber Report (TIRR}, muat list:

{1y the debtor's name and corresponding asasogciation, if any}

{2) the debtor's social securlty number;

{3) the debtor’s current address; and

{(4) the ampunt of the debt.

Check each racard on the Taxpayer Identificaticn Humber Report to emsura:

o the Information in the debtor's name, soclal security number and
addrees fields are cprrect;

o the debt 1s valld and enforceable {check for hankruptey and statute
of limitations)}

o the TINE contains no dabtor whoss busineae wag lacorporated.

10.3 OBTAIN IRS VALTDATION

Transmit the quality zasuted TIRR to the IRS to allew the IRS to validate the
debtor name and saclial security number. The TRS will produce the following

TepoTts:

(a) Non Title 1 Defaulted Loans IRS Address Bequests. This report
l1ists TIHR recards which match IES records for name and Soefal
Security Numbar.

{t} Non Title 1 Defaulted Losns IRS Annual NHo Match Tape Report.
This report lists TINR records which do not match IRS records fer
name and/or Social Security Number. It shows the TINR data that
was entered into the IRS eysten.
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Uge the IRS Annual No Match Tape Report to prepare a list of ummatched
recordas Research reasons for the unmatched condition. Document fliodings.

Prepare another TINR file of corrected records to eubmit correcticm of data
contained fn a field. Obtaln the Sectlon Chief's approval and send the
updated TINR to the IRS (see Exhibit 10-1}.

10.4 HOYIFY DEBTORS OF YNTENRT T0 REFER FOR TAX REFURD OFFSET

Obtain the Departnent of the Interior Federal Tax Refund Cffget Program Notice
of Intent to dalinquent dehtore and amend it to sddreas clivil penalty
collections.

Prepara and issuve Individusl debtor Wotices of Intent for each record that
matched IRS records in the Nom Title 1 Defaulted Loana IRS Address Report.

0.5 REFFRE ACCOUNTS TO THE IERS

Prepare an COffset Referral Listing of those debtors which meet the criteria
for referral and have been iggued the Notice of Intent. The Offset Referral
Listing must meet the IRS format requirement (see Exhibit 10-2).

Prepare a certification memorandum to transmit the Offaet Referral
Listing to the TRS. This certification memorandum must affirm that:

o the dehts conteined on the apreadsheet are delinquent}
o the debts are legally enforceable;
o the debtors were notified;

a 1in inatances where notificaetion wasa not delivered to the individual
responaible for the debt, the Branch has made a reasomable attempt
to notlfy the debtor; and

o the Branch accepts full regponaibility for complying with the
requirement of 31 U.5.C, 372CA and Treasury Regulation
301.64026T relating to the eligibllity of debta for submimsion to
the TRS for refund offeet.

Transalt the certification memorandum and the Offset Beferral Listing to IRS.
10.6 IRS FROCESSING

The IR5 complles the certified debtor records of all partlcipating Agencies
and watches these against the IRS Individuzl Master File (IMF} of Taxpayers.
These records are merged to form the Debtors Magter File (DMP) and to place a
"flag” on those accounts with a match between the DMF and TMF. Thus where an
individual 1s due a refund, and that Individuszl hag no tax lishility or
delinquent child support payments, the DMF ensures that the individual tax
refund will be withheld. The IRS advises the taxpayer that his/her tax refund
has been withheld to be applied to &2 past due obligatioen.
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The IRS consolidates all amounts withheld for one Agency and transfers those
sume With an interagency transfer, SF 1081, to the Agency that initiated the
request to withhold the tax refund for offeet purposes.

10.7 PROCESS OFFSETS AND ACCOUNT UPDATES

Recelve Tax Rafund 0ffget Advisories from the IRS which list the amounta

collected from each debtor and process the SF 1081 collection according to
standard Branch procedures.

Advimse the debtor that the debt was offset, according to standard Brauch
procedures.

Update the offeet referral listing when any one of the following accura:
o the debt is repald in fullj;
o the debtor concludes a voluntary payment plan:

o the debtor prevides documentation that he/she is in bankruptey and
is protected by an automatic stay; or

¢ the debtor provides documantation showing that the debtas were

incurred by a corporatiom, or that he/she is otherwise not liable
for the debt.

The Section Chief shall assure that CMIS is appropriately updated. If CMIS is
updated prior to submitting the Offset Referral Listing to the IRS, no further
action will be necessary. However, If the update occura after the Offset
Beferral Listing has been transmitted to the IRS, the Section Chief shall
request the IRE to elther delete or reduce the debt from the IRS's Debtor
Master File {see Exhibit 10-1).
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R.01:

R, 02:

R.03:

FXHTBIT No;-L8=1

OSMEE TAY REFTMND/ OFFSET PROJELCT.
UPDATE 01: 3 FEAESTS.
11/25/38.

OELITE:

Please delete the following records from OSMEE Tax Refund/
Offset file:

Rgency  Sub Namne Social Jast - First wmiddle

Code Agency Control Security Name Name Initial
T Code Nurber

07 ED ROGE 0403364716 FRogers R C

07 DD ROGE 0406802132 Rogers Lester

07 oD ROGE 0400788166 Wayne

___'___...-.—u—-m—'_'__'_'___——-___'_.——-—___ — — e — e e

PROVIDE CURRENT ALCRESS:

The IRS No Match Tape identified reccrd 07 DD HEND D3B152875D as
ratched. However, no current address was supplied for that matching.
Please provide same.

. UPDATE AND PROVIDE CUREENT ADDRESS:

Please update the social security mmber field for the following
records, obtain a match and provide us with the current address.

Tn each case cne digit was substituted at data entry. The inoorrect
social security mumher is listed above the correct one.

Agency Sub Hame Social Last First Middle
Code Agency Control Security Name Name Tnitial
Code Humber
0545329849
a7 o UTTE 054562984% Utter R J
0461189004
o7 - DD BARN 0462189004 Barmwell J =

M
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11.0

11.1

11.2

11.3

CHAPTER 11

CREDIT BUREAD REMORTING

PURPOSE

The primary purpose of cradit bureau reporting is to share information
on delinquent accountas with credit reporting agencles snd thereby
encourage payment on outstanding civil penalty accounts.

Credit Bureau Reporting will be dome on a quarterly basis. The Finance
Section will have overall reapomsibility for this pregram. It will
inttiate the process by formally requesting the Branch of Data Management
to produce a delinquent accounts file on magnetic tape and om paper. It
will tranemit the delinquent accounte file on magnetic tape to the Credit
Reporting Agency (CRA) and retain the paper version of that file for
reference.

IDERTIFY ELIGIBLE ACCOUNTS

A Civil Penalty account is eligible for referral to a Credit Reporting
Agency when the amount due becomes delinquent. An account achieves that
status when 1t remains unpald for thirty—one {31) or more days past the
Finsl Order date.

Use the following five (5) criteris to determine which delinquent
gccounts will ke reported:

o The debt must excead $100.00.

o The age of the debt must fall within the statute of limitations
period.

o The debt muat not be protected by efther an automatic stay of
execution following a bankruptey filing or a discharge obtained
from & bankruptcy proceeding.

o The debt muet not have been written off and subsequently reported

to the Internal Revenue Service {IRS)} as income to the debtor on
IRS form 1099G.

o Final Demand letter must have been issued to the debtor. This
letter serves to provide notice to the debtor.

BX) UEST LISTING OF DELIN) TENT ACCOURTS

Request the Branch of Dats Management to produce a listing of delinguent accounts
secording to the eligibility criteria outlined in 2.1 on a magnetic tape and pn
paper. The magnetic tape must contain the data elements shown in Exhibit 11-1.
The printout must show the data elements shown in Exhibit 11-2,
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11.4 TRARSHIT MACNETIC TAPE T0 CREDIT EEFORTING AGENCY

Prepare a letter to tranamit the delinquent accounta magnetic tape file
to the Credit Reporting Agency.

11.5 RESPOND TO DERTORS IN) UTRIES

The printout listing of delinquent accounts is used as a reference to
respond to debtor inquirieas. (See Exhibit 11-3).

o Determine the nature of the query or challenge. Use the printout
listing of the delinquent accounts file and document findings.

o Obtain the Section Chief's approval of any necessary adjustment to
the printout listing of the delinquent accounts file,

¢ Transmit any approved changes Eor data entry to the Collectien
Management Information System (CMIS} according to Branch procedures.

o Notify debtor of any action taken.
11.6  PERFORM UPDATES

Three (3) typee of updates are envisaged and will be implemented.
11.6.1 Record Errors

Tn {nstances where an internal review, debtor inquiry or challenge has revealed
an error in CMIS and caase records, the Section Chief ahall authorize an immediate
adjustment to be made to the hard copy of the Branch's delinquent accounts file
and to CMILS.,

1f the error iam comaidered significant, immedlately advise the Credit Reparring
Agency. If not, the adjustment will be made through the gquatterly update
process.

11.6.2 Quartexrly Updates

Fach quarter request the Branch of Data Manasgement to generale a new account
file on magnatic tape and in a printout report. The Collection Specialist will
compare the previous printout to the new printout and aseure that all updatea
have been processed. Dipcrepancies will be researched and corrected. Generate
a corrected magnetic tape file and printout report as necessary.

The Finance Section will transmit the magnetic tape version of thig file to the
CRA. The CRA will uae the new delinguent accounts file to replace tha previocus
delinguent aceounta flle.

11.6.3 Procedural TUpdates
Before each quarterly update is done, the Finance Section will review the
governing lawa and current operating procedures to ascertaln what new changes

need to he implemented in order to maintain the efficiemcy and integrity of the
Credit Burezu BReporting Program.
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pal

041

051
0ol
111
113
122
128
143
146
150
152
164
176

178

136

EXHTRIT 11-1

format of esch record on the magnetic tape ia as followa:

040 A/K

050 A/N

090 AN
110 A/N
112 A/N
121 A/R
129 H
142 A/N
145 A
149 A/N
151 A
163 K
175 NW
177 A

185 N

191 K

Name of Debtaor

Tax Identlfication
Humbar

Address

Cicy

State

Z1lp Code

Date of Repott
dceount Number
Federal Agency
Program Code
Status

Current Balance
Current Amount Thue
Type of Debt

Date Debt
Estabhlished

Date of Dcoeurrence

11-3

(Company Name)

{Blank)

{Company Street)
{Company City)
{Company State)
{Company Zip)
{Bun Date MMADTYY)
{Citation Nember)}
{From Treasury)
{Prom Treasury)
(Blank)

{(Amount Owed)
{Amount Owed)
{"EN7)

{F0 Date MMIODYY)

(FG Date + 30)



EXHTIBIT 11-2

The hard copy teport which {s needed for esnawering questions and for debtor

ingpection should be;

1. Entitled: OSMRE DELIN} UENT DEBTORS
CREDIT BUREAU REPORTING
{DATA)

2. Sorted: Alphabetically using the Fiald: Nane of Debtor
3. Comprised of the following fields and aummary:

Field Field
Sequence Nane
D1 Name of Debtor (Company Name)
02 Tax Identifiction Number {If Available)
23 Address (Company Addreas)
a4 City {Company City)
05 State {Company State)
06 Zip Cade {Company Zip Code)
a7 COIN {Company Index Rumber)
g Citation Wumber
09 Date NOPA lasued for each citation
10 Final Order Date for each citation
11 Total Civil Penmalty for esch citation
12 Total Civil Penalty for each Company
Index Humbar
13 Date pof CGecurrence (Date Debt became Delinguent)
SUMMARY
01 Total Number of Debtors!
a: Company

b: Citatian

02 Total wvalue of Debt reported.
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COLLRCYION PROCKDURES MANWUAL

§ix types of comments were received on the Cellection Procedurea Manuval:

1.

2.

3.

5.

Comment= on Policy

The only comment of a policy naturs concerned the Conference Officer
Program, which 1s briefly described in the sacond chapter of the Menual.
The issue wae whether conference officers could reduce penmaltles on
citations when abatement has not been performed. It was resolved that
conference officers could not reduce penslties when abatement has not been
performed. The Manusl reflects this policy.

The Conference Officer Program is covered in pignificantiy wore detail In
the Conference Qfflcer Operstions Manual.

Comments on Scope

Several suggestions were made to expand the acope of the Manual. HMost of
the subjects that were suggested are covered in other directives and
guidelines, or were not within the acope of the Branch of Civil Penalty
Collections.

Ome comment was made suggesting that the Manual include an explanation of
the Parker Order and the current Parker Order Compiiance project. We
incorparated Parker Order colleetion standards {in the net worth
determination decislon eriteria in the Manual. However, because we
anticipate that the current compliance project is a short term project, we
did not deseribe {t in the Manual.

Comments on the Format

There were two comments an the overall formar of the Mannal. {ne comment
guggeated that the payment processisg chapters be put last. However, the
current sequence of the chapters approximatee the actual processing flow,
84 no change was made.

A second commant suggested restructuring the Manual. However, the Branch
of Civil Penalty Collections belleves that the chapter format of the
Manual 15 more appropriate for the intended use. Therefore, we did not
revise the format of the Manual.

Comm=nts of a Factual Nature, and

Commente of a Clarifying Nature

The ma jority of the comments were of these two types. The comments elther
provided new funformation and correctioms, or indicated a nead to clarify
partg of the Menual. These types of comments were lncorporated throughout
the Manual.



6.

There were alao several suggeationa that new topics be added to the
Manual. Additional chapters were added for the IRS Taxz Refund Offset
Program and Credit Bureau Reporting. We expect to petiodically reviae and
update the Manual and will add new topica in additional chaptera.

Editorial

A pumber of editorial comments were alse received, particulerly on the
atyle of the draft Manual. Signiffcant revisions were made to change the
gManual from a passive to active style and to delete redundancies. The
Manual 18 now more readable and action oriented.



