







APPENDIX B
Your agency must assign accounts using the assignment tape layout or the Assignment Form, included in this appendix.


Each promissory note assigned to the Department evidences a single loan and a single debt.  Your agency should therefore identify and report as a single debt each obligation evidenced by a separate promissory note, and provide specific data particular to that loan obligation.  Combining several loans into one “debt” is not acceptable and will be rejected.  If two or more disbursement were made on a single loan, those disbursements constitute one loan obligation and should be combined and reported as a single loan and a unique single debt.  This total amount should be indicated in the "LOAN AMOUNT DISBURSED" (Item 18 on the assignment tape layout and Item 56 on the Assignment Form). The "DATE OF LAST DISBURSEMENT" should be indicated in Item 43 on the tape layout and Item 48 on the Assignment Form. 
In rare instances an agency may hold a single promissory note that evidences two different types of loans (e.g., an SLS and a Stafford) made to the same borrower.  Only in this instance should the agency identify two separate debts as associated with a single promissory note.

When submitting accounts in the mandatory assignment process, your agency must use the mandatory assignment Transmittal Form.  Your agency must also include an assignment letter to be used when assigning accounts on tapes/disks (See APPENDIX B).

Borrower’s Address Fields

If your agency does not have a deliverable address for the borrower, you must space fill the “DEBTOR ADDRESS, DEBTOR CITY, DEBTOR STATE, AND DEBTOR ZIP CODE” fields (Items 7 through 12, Positions 72-222 on the assignment tape layout). If you are assigning a loan using an Assignment Form, you should leave the “CURRENT OR LAST KNOWN ADDRESS, CITY, STATE, ZIP CODE AND FOREIGN COUNTRY” fields (Items 6 through 10 on the Assignment Form) blank.

This way, the Department may immediately begin the skiptrace process.

Current Collection Fees:

The “CURRENT COLLECTION FEES” field, Item 23 on the assignment tape layout, and the “OUTSTANDING COLLECTION FEES, Item 66 on the Assignment Form should not include any amount based on contingency fees that were not incurred as a result of payments recovered by a contingent fee contractor collecting that debt.  A number of guaranty agencies have reported an amount as “OUSTANDING COLLECTION FEES” consisting of a charge based on a flat percentage (usually 25%) of the outstanding principal and interest owed, in this field because the loan had been placed, or was expected to be placed at some time, with one of their collection agencies, even though the collection contractor in fact collected no monies on that debt.  If no payments were received on a loan, there should not be any outstanding contingent-fee based collection charges.  Estimated or projected contingency fees should not be included in this field.

At this time, all guaranty agencies should be applying payments first to collection fees, then to interest, and then to principal.  34 C.F.R.§ 682.404(f) provides that “a payment made to a guaranty agency by a borrower on a defaulted loan must be applied first to the collection costs incurred to collect that amount and then to other incidental charges, such as late charges, then to accrued interest and then to principal.”  If agencies apply payments in this manner, there should not be any outstanding contingent-fee based collection charges.  Before the regulatory change, however, some guaranty agencies were applying payments on which contingent fees were incurred to principal and interest, which resulted in outstanding charges to the account for the collection fees that were actually incurred but not defrayed with that payment.  In these instances, the agency should report payments recovered on the debt as well as the costs incurred in that collection effort.   

Current Balance Date:

The “CURRENT BALANCE DATE” field, Item 28 on the assignment tape layout and Item 64 on the Assignment Form should be populated with the date up to which interest was last computed and debited to the debt by the guaranty agency.  The Department computes interest that accrues on the debt from the date provided, plus one.  If an incorrect date is provided, the Department will incorrectly calculate the accrued interest on the loan, and the borrower may have inflated interest added to their account.

Interest Fields

The “INTEREST PAID TO LENDER BY GA” field, Item 38 on the assignment tape layout, and “CLAIM INTEREST PAID TO LENDER” 

field, Item 59 on the Assignment Form, should only be populated with non-capitalized interest paid to the lender by the guaranty agency in the guarantee claim payment.

The “INTEREST CAPITALIZED BY GA AND/OR LENDER” field, Item 40 on the assignment tape layout and Item 60 on the Assignment Form, should include any interest that was capitalized (became part of the principal) whether by the guaranty agency or the lender. If the non-capitalized interest indicated in the “INTEREST PAID TO LENDER BY GA” field, described in the preceding paragraph, was subsequently capitalized by the guaranty agency, that amount should be included in this field.  In other words, include both interest capitalized by the lender and the guaranty agency in this field.

Loan Consolidation
If your agency is submitting an account that has been consolidated, please indicate the "LOAN TYPE" (Item 48 on the assignment tape layout and Item 41 on the Assignment Form) as CONS. Your agency must also indicate the "SCHOOL ID NUMBER" as 088888 (Item 34 on the tape layout and Item 46 on the Assignment Form).  Additionally, your agency must zero fill the "DATE OF WITHDRAWAL" for consolidation accounts (Item 35 on the tape layout) or zero fill the "DATE OF DEPARTURE" (Item 5 on the Assignment Form).
ASSIGNMENT FORM:

It is imperative that the information entered on the Assignment Form is legible so that the correct information is keyed.  Guaranty agencies must format the data consistently; that is, all dates must be in MM/DD/YY or MM/D/YY (if the day is a single digit).  All amount fields should be written in dollars and cents; e.g., $1,000.00.   

All forms must be typed or handwritten in ink.

If these instructions are not followed, the Assignment Forms will be rejected by the Department.

ACCEPTANCE AND REJECTION OF LOANS FOR ASSIGNMENT

Accounts must be assigned to the Department at a loan level, and accounts are accepted by the Department at a loan level. For example, if a guaranty agency has three promissory notes for a specific borrower, the loans should be assigned as three separate records on the assignment tape or assigned using three separate Assignment Forms.  All agencies receive an Edit Error Report and a Load Data Base Report from the Department after an assignment tape or Assignment Forms are processed.  Guaranty agencies must update the status on their database to reflect the loans accepted and the loans rejected for assignment.  

Since accounts are accepted by the Department at a loan level, some loans for a specific borrower may be accepted while others may be rejected.  Using the example above, where a borrower has three loans, this means that it is possible that two loans may be accepted and one loan may be rejected for assignment.  In this case, the guaranty agency should correct the one loan and resubmit the loan for assignment.  In the interim, the agency should only service the one loan that was rejected for assignment.  If guaranty agencies do not update their database to properly reflect which loans were accepted and which loans were rejected for assignment by the Department, both the Department and the guaranty agency may collect on the same loan or, in the case of a rejected loan, neither the Department nor the guaranty agency may be servicing the loan.
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