Federal Perkins Due Diligence Collections Procedures Activity #5 



Pull your procedures and evaluate your process: (2 page document):
· As part of the collection activities, the school informs the borrower of the availability of the Student Loan Ombudsman's Office. 674.45(h).

· The school reports the defaulted student loan account to a national credit bureau organization. 674.45(a)(1) and (b). Please see 2002-03 FSA Handbook, Federal Perkins Loan, pages 5-70 through 5-71 for a listing of all credit bureaus.
Your school makes a first effort to collect 674.45(a)(2) using:


· Its own personnel or,

· A private collection firm.

· If accounts convert to regular repayment status after 12 months (or if the borrower did not quality for forbearance, deferment, postponement, or cancellation the school:

· Litigates the account,

· Makes a second effort to collect 674.45(c),
· In the second effort to collect, if the school first attempted to collect using its own personnel, the account is referred to a collection firm unless state law prohibits the school from doing so,

· In the second effort to collect, if the school first attempted to collect using a collection firm, the school attempts to collect by using its own personnel or by using a different collection firm, or the school submits the account to the Department for assignment,

· If the account converts to regular repayment status after 12 months (or if the borrower did not quality for forbearance, deferment, postponement, or cancellation) the firm returns the account to the school,

· If the school is unsuccessful in its effort to place the loan in repayment after following all efforts above, the school continues to make yearly attempts to collect from the borrower until the loan is recovered through litigation, assigned to the Department, or written off 674.45(d).
· Notwithstanding any other provision of this subpart, the school will only write off an account, including outstanding principal, accrued interest, collection costs, and late charges, with a balance of- less than $25. 674.47(h).
· The school will write-off an account, including outstanding principal, accrued interest, collection costs, and late charges, with a balance of less than $50 if, for a period of at least 2 years, the borrower has been billed for this balance in accordance with Sec. 674.43(a).
· If your school writes off an account under this paragraph, it no longer includes the amount of the account as an asset of the Fund.

· If your school writes off an account under this paragraph, it relieves the borrower of all repayment obligations.

· If the school receives a payment from the borrower after the account is written off, the school deposited that payment into the fund.

· The school only ceases collection activity on a defaulted loan account if the account has a balance of less than $25 (including outstanding principal, accrued interest, collection costs and late charges) and the borrower is billed for this balance 674.47(g),
· The school will only cease collection of defaulted student loans if:

· The balance is less than $200, including outstanding principal, accrued interest, collection costs, and late charges, AND the school has carried out the due diligence procedures described in subpart C of the Perkins regulations with regard to the defaulted account; AND for a period of at least 4 years, the borrower has not made a payment on the account, converted the account to regular repayment status, or applied for a deferment, postponement, or cancellation on the account.

· If the school ceases collection on the account, the school still includes this account when calculating the school's cohort default rate, if applicable, and the school still considers the borrower in default and ineligible for Federal Student Aid.

· If the school chooses to avoid litigation of defaulted loans, the school follows all provisions to waive collection costs as required in 674.47(d).

· If the school chooses to compromise 674.33(e) the repayment of the defaulted loan, the school ensures that: 


· it fully complies with all due diligence requirements,

· the borrower pays, in a single lump-sum payment, at least 90% of the outstanding principal balance, plus all interest and collection fees,

· the federal share of the compromise repayment bears the same relation to the school's share as the Federal Capital Contribution (FCC) bears to the Institutional Capital Contribution (ICC),

· If the school chooses to rehabilitate the defaulted Perkins Loan, the school ensures that the borrower makes 12 consecutive on-time payments before the loan is returned to regular repayment status 674.39.
· At the borrower's request, the school allows the borrower to include his/her defaulted Perkins Loan, NDSL, or Defense Loan in a Direct or Federal Consolidation Loan.

· If the collection procedures described in this section do not result in the repayment of the loan, the school reviews the account for Litigation at least once a year, and if all the conditions outlined in 674.46 were met the school litigates the loan.

· If your school files suit to collect the defaulted Perkins Loan or NDSL and a judgment had been rendered on the loan, the school only obligates the borrower to repay the amount of the judgment obtained on the loan.

Were your procedures adequately addressing the requirements?  Yes____  No____

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).
