July 5, 2000

SUMMARY:  This letter accompanies the annual update to the mandatory assignment criteria (Letter 91-G-201).  The changes described here are effective immediately.PRIVATE 

Dear Guaranty Agency Director:


Pursuant to Section 428(c)(8) of the Higher Education Act and 34 CFR Section 682.409, all guaranty agencies must participate in mandatory assignment for aged accounts.


Enclosed are several appendices that contain important information and/or changes to the mandatory assignment process. Please review all of the enclosures to ensure that your agency is following the correct procedures for assigning loans to the U.S. Department of Education (Department).


APPENDIX A contains the assignment criteria your agency must use in determining which accounts must be assigned to the Department.  Please pay particular attention to Item A., on Page 1, which states that the date the default claim paid to the lender was prior to 4/15/96.  Your agency may, however, voluntarily assign accounts to the Department where the default claim was paid to the lender after 4/15/96, if the loans meet the other criteria indicated in this package (e.g., the account is not currently involved in bankruptcy proceedings, etc.).


As per previous guidance from this office, this is a reminder that guaranty agencies should not write off loan(s) for one of the following conditions.  Instead, your agency should assign the loan(s) to the Department.  When assigning the loan(s), your agency should report the current principal amount outstanding, total interest outstanding, etc., as requested on the assignment tape layout or Assignment Form. The principal balance must be at least $100.00, even if the default claim paid to the lender was after 4/15/96.  These conditions are: 


o Borrowers who are repeatedly unemployed and have no


  prospects for future employment;


o Borrowers who are repeatedly public assistance         recipients;
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o Borrowers whose potential for future earnings is       limited or non-existent;


o Borrowers who have no other funds available to them    from other sources, such as an inheritance.  

Your agency must assign accounts using the assignment tape layout or the Assignment Form, as indicated in APPENDIX B, which are the same formats that guaranty agencies have been using since June 5, 1992, until your agency is notified otherwise.  There are important revisions, however, to the description in certain field definitions and important notes regarding certain fields.   

As you know, the Department is currently making revisions to the assignment tape layout and Assignment Form.  The distribution of the new assignment formats has been delayed due to the fact that the Department and the guaranty agencies are currently making format and program changes in connection with the Treasury Offset Program.  We expect to send the new assignment formats to all agencies in the near future.  Your agency will be afforded the opportunity to make the necessary program changes and submit TEST assignment tapes using the new assignment tape format.  The Department will advise the guaranty agencies of the date when all assignment tapes must be in the new assignment format.  In the meantime, your agency must assign accounts using the assignment tape layout or the Assignment Form indicated in APPENDIX B.

We are also checking into the possibility of releasing a document next month that indicates the anticipated new fields and other necessary changes.  It is noted that one new field is a mail delivery indicator.  Guaranty agencies must populate this field with a “U” (for undeliverable) or a “D” (for deliverable) in connection with the address they provide for the borrower.  This field is necessary because if the address provided for the borrower is undeliverable, the Department must immediately begin the skiptrace process.  

In the interim, please see the important instructions indicated in APPENDIX B relative to the borrower’s address fields; i.e., please space fill the borrower’s address fields if your agency does not have a deliverable address for the borrower.  This way, the Department will immediately begin the skiptrace process if there are spaces in the borrower’s address fields.
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This office is working with the guaranty agencies to ensure that the mandatory assignment process operates as smoothly as possible.  A list of guaranty agencies’ questions and issues, regarding the assignment process, was provided to me at an NCHELP conference in May 1999.  On July 30, 1999, an E-mail message was sent to Ellen Welke attaching a document responding to these questions and issues.  I am enclosing a copy of this document as APPENDIX C for your information. Some of the questions relate to promissory notes.

As you know, in the assignment process, the Department does an on-line verification process wherein certain information indicated in the promissory note is compared to information on the tape or Assignment Form.  If there is an alteration to the Name, Social Security Number, or the Loan Amount Requested field(s) which was not initialed by the borrower, the guaranty agency must submit an Indemnification Agreement.  If not, the loan will be rejected for assignment with an error code of “0002” (Prom note not valid.  Check SSN, Signature, and/or copies for certification).

APPENDIX D contains two Indemnification Agreements, one to be used in connection with Lost Promissory Notes.  The second is to be used in connection with Damaged Promissory Notes or Promissory Notes with Uninitialed Alterations for situations described in the preceding paragraph.  APPENDIX D contains further instructions for the usage of these Indemnification Agreements.  

Please note that guaranty agencies may only assign loans to the Department using the correct SSN of the borrower.  If an agency determines that the SSN on the promissory note is incorrect, the guaranty agency must determine the correct SSN and submit the loan for assignment under the correct SSN.  Additionally, the agency must submit the promissory note (even though it indicates the incorrect SSN), together with a copy of an Indemnification Agreement with Damaged Promissory Note or Promissory Note with Uninitialed Alterations.  The Indemnification Agreement must indicate the correct SSN.  If the guaranty agency, however, cannot determine the correct SSN for the borrower, the agency should not assign the loan to the Department; instead, they should designate a pseudo SSN for the borrower and write off the loan.
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It is crucial that all accounts appearing on your agency’s Overdue Debt Assignment Report, in connection with the G.A. Special Offset Assignment Process, are resolved over the next few months.  (See APPENDIX E).  This office has contacted several guaranty agencies about the outstanding accounts; and, when requested, has prepared tapes, diskettes, or reports indicating the accounts that were requested for assignment in 1995 and accounts that were requested in 1996. If there are any questions regarding the G.A. Special Offset Assignment Process, please contact Sandra McCullough on (202)708-7470. 

I hope this letter resolves any questions regarding the mandatory assignment criteria.  I anticipate an efficient transfer of accounts in the coming year, as well as, continued full participation in the Treasury Offset Program. 

If you have any questions regarding the mandatory assignment process, please call John Adams, of my staff, on 

(202)205-5311 or Marian Currie on (202)401-1627.







Sincerely,







Gary Hopkins, Director (A)







Students Channel - Collections







Washington D.C. Headquarters                          

Enclosures

cc:  Mandatory Assignment Coordinator
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