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Re:  FY04 Collection Costs on Defaulted FSA-Held Loans

Currently, the percentage the Department charges for the cost of collection on defaulted student loans does not exceed 25%.

Here is a breakdown of the current collection cost limits by recovery type:

Regular Collections:



25%

Administrative Wage Garnishment:

25%

These rates are based on the current fees paid to our private collection agency partners and are within the limits set by the promissory notes supporting the debt held in our defaulted loan inventory.  Collection costs are only added to FSA-held accounts while placed with an outside private collection agency partner.  No collection costs are added to a borrower’s account on which no collection agency fee is paid.

This cost structure has been in place with the Department since October 1, 2001.  No changes in these limits will occur prior to October 1, 2005.
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