








APPENDIX C

A list of guaranty agencies’ questions and issues, regarding the assignment process, was provided to this office 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, a copy of which is included herein as APPENDIX C.

i

RESPONSE TO PERMANENT ASSIGNMENT PROBLEM LIST

This document is in response to the “Permanent Assignment Problem List” that was furnished to Jack Reynolds, Acting Service Director, Debt Collection Service, and Gary Hopkins, Service Director, Washington Service Center, by the NCHELP Debt Management Committee in May 1999.

General Assignment and Background Information
When an assignment tape or a batch of assignment forms is processed by the U.S. Department of Education (Department), whether it be via the mandatory assignment or the GA Special Offset Assignment process, all guaranty agencies receive two reports: the Load Data Base Report and the Edit Error Report.

The Load Data Base Report indicates all the loans that have been accepted for assignment.  The date of the Load Data Base Report is the date the loan was officially accepted by the Department.  The Edit Error Report indicates the loans that were not accepted for assignment, together with a code(s) indicating the reason they were not accepted for assignment.  All guaranty agencies receive copies of the Error Code Cross Reference document, which gives the definition of each code (e.g., 0001 means that “Prom note not found”).

The guaranty agencies that request it also receive a confirmation tape, which includes the assignment records, as submitted by the guaranty agency, and 4-byte numeric error code(s) after each record that was rejected.  The error code(s) begin in Tape Position 1321.  If there are no error codes indicated after the record, it means that the loan was accepted for assignment.  

For several years, the Department performed a number of edits (Error Codes 0001 through 0121) to ensure the accuracy of the data that was populated in fields on the assignment tape layout or the assignment form.  If the assignment record failed one of the edits, a specific code(s) was indicated on the Edit Error Report, so that the agency could correct and resubmit the record.     

In 1997, the Department developed and performed additional “reasonability edits” on the data provided by the guaranty agencies in the assignment process.  Accordingly, the Department added additional error codes (0122 through 0149) and revised a few of the existing codes.  As explained in the mandatory assignment package, dated May 27, 1997, the additional fields were added because there had been a number of loans that were assigned to the Department with incorrect monetary fields and dates.  

For one guaranty agency alone, we identified over 800 loans that were assigned to the Department, before the addition of the “reasonability edits”, with incorrect CURRENT INTEREST BALANCES.  Below is an example; in fact, all of the approximately 800 loans had similar amounts:

A loan was accepted for assignment with an outstanding principal balance of $2,500.00 and an outstanding interest balance of $163,316.99.

These loans were identified on our database only because the interest amounts were clearly incorrect.  It is much more difficult to identify accounts where the interest amount is considerably less but still incorrect.  Oftentimes, it is only discovered as a result of a borrower’s inquiry.  Additionally, as can be imagined, it costs the Department a great deal of time, money, and resources to identify these accounts, develop a plan and course of action to ascertain the correct information and to actually manually adjust each account.       

Accordingly, we added additional edits in the hopes that the monetary and date fields would be accurate.  In some cases, some of the edits may be too stringent inasmuch as there may be a few circumstances where the “norm” would not apply (that is, an edit might be applicable to 99% of all loans; however, in 1% of cases, because of unique circumstances, the edit causes a loan to be rejected, even though the agency has the correct amounts or dates).  For these cases, we welcome the guaranty agency to provide a copy of the detailed edit error report.  This allows us to review the information and change an edit, if appropriate.    

We have changed a number of edits over the past two years and will continue to do so, if warranted.  We appreciate the guaranty agencies that have contacted our office and identified an edit, which was too stringent; i.e., it did not allow for some of the unique circumstances.  In some cases, this required our office to contact our Policy office.

If there are any questions regarding the mandatory assignment process, please contact John Adams at 

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

Error Code 0002, “Prom Note not valid.  Check SSN, signature, and/or copies”:

We have procedures in place indicating what is and what is not an acceptable promissory note and the circumstances where an Indemnification Agreement should be requested.  Basically, if there is a change (white-out, cross-out, etc.) in an amount, Social Security Number, etc., the change should be initialed by the borrower; and, if so, the promissory note should be accepted.  

It is true that, because different individuals review the promissory notes, that rejections may be inconsistent.  

We have an inquiry pending with our Office of General Counsel (OGC) and the Guarantor and Lender Oversight Service (GLOS) to obtain further guidance in regards to promissory notes, to ensure that our manual review procedures are not too stringent.  It would be very helpful if guaranty agencies could provide copies of promissory notes that were rejected to this office so that we have specific examples to review with OGC and GLOS.  This will allow us to revise our current procedures to address as many of the different scenarios as possible; and, ultimately, the acceptance and rejection of notes will be more consistent.  Once the new procedures are revised,  they can be shared with the guaranty agencies.

The procedures may also be helpful to the guaranty agencies when paying claims to the lenders.

Under the current procedures:

Guaranty agencies should not be receiving rejections if a “prom note states two disbursements, one was subsequently canceled, so now the total amount disbursed does not match the prom note.”

If a guaranty agency submits a legible copy of a promissory note, with the perjury stamp, as indicated in the mandatory assignment package, (“I declare under penalty of perjury that the foregoing is a true and correct copy of the original promissory note”, together with the signature of an agency official, title, and date), the guaranty agency should not be required to complete an Indemnification Agreement.

Guaranty agencies should not receive a rejection if the “Lender Amount Approved” does not match the “Requested Loan Amount”, even when the lender did not approve the full amount, unless the promissory note specifically states that the “Lender Amount Approved” must equal the “Requested Loan Amount”.

As far as the lender omitting the “Loan Amount Approved” field, we will get further guidance from OGC.  

Error Code #0007, “Litigation document missing”:

Guaranty agencies should not receive this error code, unless a “Y” (for yes) is indicated in the LITIGATION INDICATOR, Tape Position 503 on the Assignment Tape Layout, and judgment documentation is not included in the hard copy files.  The definition for LITIGATION INDICATOR is: If loan was litigated and judgment was rendered, enter “Y”.  Otherwise, enter “N”.  If a “Y” is indicated in the LITIGATION INDICATOR field, guaranty agencies must also provide a valid date in the DATE OF JUDGMENT field, Tape Positions 504-511 (Item 52 on the Assignment Form) and a valid date in the JUDGMENT EXPIRATION DATE field, Tape Positions 512-519 (Item 53 on the Assignment Form).  

It is true that, based on the current mandatory assignment criteria, accounts do not qualify for mandatory assignment if there is a judgment.  The above fields, relating to judgment accounts, however, are included on the tape layout and Assignment Form to allow for other situations where assignment of judgment accounts to the Department may be necessary.  These situations include: the GA Special Offset Assignment process; accounts specifically requested for assignment in connection with a litigation matter; guaranty agency closures; etc.

Error Code #0049, “School ID not valid”: 

The Department’s index of school codes includes all valid school codes, even if a school subsequently closes or loses its certification.  

When a school submits an application to participate in Student Financial Assistance Programs, the school receives a school ID.  The school ID, however, is not valid until the application is approved; at which time, the guaranty agency is notified that the school ID is valid and the Department’s index of school codes is updated.  

If a guaranty agency receives notification from the Department that a school code is valid but receives this error code, when attempting to assign a loan, the guaranty agency should:

Fax a copy of the notification, received from the Department, advising that the school ID is valid, together with a copy of the detailed edit error report showing that the approved school code was used but the loan was rejected because of Error Code 0049.  The fax number is (202)708-4954.  If the guaranty agency does not have a copy of the notification from the Department advising that the school ID is valid, the agency may contact the Institutional Participation and Oversight Service at (202)708-6040 to request a copy.

Error Code #0051 “Withdrawal date must be equal to or > Loan Guarantee Date”:

We agree that this code and edit should be changed to: “Loan Guarantee Date must not be > Withdrawal Date plus 90 days.”  Accordingly, the Department will prepare a work order to initiate this change; once the work order is completed, the change will be reflected in the ERROR CODE CROSS-REFERENCE document, which accompanies all Load Data Base and Edit Error Reports to the guaranty agencies.

Error Code 116/117 “Debtor Last/First Name does not match ED database.  Research name and/or SSN”.

Guaranty agencies will receive these error codes, if we have a loan(s) already assigned to the Department and there is a name mismatch with the loan(s) your agency is trying to assign.  If either the first or last name matches, the loan(s) would be accepted.  If, however, neither name matches, you will receive both Error Codes 0116 and 0117.  We cannot have two completely different names for one SSN.  Therefore, if one guaranty agency assigns a loan indicating John Doe for a specific SSN and subsequently another guaranty agency assigns a loan for the same SSN indicating Jane Smith, the subsequently submitting guaranty agency will receive this error.

As you probably are aware, it is a very time consuming process to conduct the necessary research to determine if the name on our database is correct.  The payment history and documents from the hard copy file are reviewed.  If the Department is collecting monthly payments on the account, this is an indication that the Department has the correct name.  Research is done to determine if both the Department and the guaranty agency attempted to certify the account in the Treasury Offset Program (TOP).  If the account held by the Department was accepted for TOP certification and/or offsets occurred, but the guaranty agency’s account was returned on the Certification No/Match tape, this is a good indication that the Department has the correct name.  If we 

determine we have the correct individual, based on this research, for a specific SSN, we will not change the name on our database.  It is up to the guaranty agency to do the necessary research to determine the correct name and SSN for their borrower.  On the other hand, if we determine that we do not have the correct individual, we will first attempt to ascertain the correct SSN; if we are unable to do so, we will assign a pseudo SSN to the account on our database.  In either case, the guaranty agency would be notified so that they can assign the loan(s).  

If any agency provided a list of borrowers and SSNs for research and have not received a response, please contact John Adams at (202) 205-5311.  Mr. Adams has been researching a number of these lists.           

If an agency conducts the necessary research and determines that an SSN is incorrect on a promissory note and obtains the correct SSN, the agency should include in the hard copy files an Indemnification Agreement, indicating the correct SSN, which must match the loan information on the assignment tape (or assignment form).  Additionally, if a borrower changed their name from the name indicated on the promissory note, the guaranty agency should indicate the last name indicated on the promissory note in the DEBTOR PREVIOUS LAST NAME (Tape Positions 251-270 on the assignment tape) or 

Item 2 on the assignment form.   

Error Code 0136 “Interest paid to the Lender by GA exceeds limit”.  

This edit was recently changed to allow for a greater amount of interest than what was previously allowed.  Even with this change, however, it would still cause a loan to reject using the maximum amounts provided in the example (i.e., interest rate of 12% and the claim was not paid until 12 years later).  Please fax a copy of the detailed edit error report to (202)708-4954 for review.  Include your name and telephone number on the fax so that we may contact you to discuss the circumstances that would delay claim payment for this period of time (12 years).  If warranted, we will change the edit to allow for an even greater amount of interest. 

Error Code #0149, “Debts for the account have been rejected due to duplicate submission”

If a guaranty agency encounters 0119 “Duplicate debt found on data base” or 0121 “Duplicate debt found on input data”, all the other loans for that account (SSN) will be automatically rejected for the 0149 code.  This edit (0149) is in place to ensure that other loans are not duplicated on our database. 

The Department cannot collect on a loan unless the loan was submitted by a guaranty agency to the Department, either on an assignment tape or assignment form and was accepted for assignment.  The only loans that are on the Department’s database are loans that were accepted for assignment.  As previously noted, when an assignment tape is processed, whether via the GA Special Offset Assignment process or the mandatory assignment process, all guaranty agencies receive two reports: the Load Data Base Report and the Edit Error Report.

The Load Data Base Report indicates all the loans that have been accepted for assignment.  The date indicated on the Load Data Base Report is the date the loan was officially accepted for assignment by the Department.  The Edit Error Report indicates the loans that were not accepted for assignment together with a code(s) indicating the reason it was not accepted for assignment.  If a loan is indicated on the Edit Error Report, it is not loaded to our database.  Only the loans that appear on the Load Data Base Report are loaded to our system.

The problem list indicates “Upon research of accounts rejected for this error, we have found that we did not submit the account twice.  What has happened is that ED has accepted these accounts and they are collecting on the accounts, yet they have been rejected and returned to us at the same time.”  

If we understand the example above correctly, this is the purpose of Error Code 0149.  For example, a guaranty agency holds an account, consisting of two loans and submits the two loans to the Department on an assignment tape or form and they are accepted for assignment by the Department.  If the guaranty agency subsequently tries to assign the same two loans, they will receive Error Codes 0119 and 0149.  In this case, the Department is rejecting the two loans for assignment because they were previously assigned and accepted.  The guaranty agency should ascertain the date the loans were previously accepted for assignment, either by checking their previous Load Data Base Reports or by calling John Adams or Marian Currie.  The guaranty agency should then update their database to reflect the fact that the loans were accepted for assignment and the date they were accepted for assignment.  The guaranty agency should also review the payments received to determine if a list of interim period payments needs to be sent to the Department or if actual payments need to be sent to the Department because the payments were received from the borrower after the acceptance date.

The Department is aware that some agencies are unaware of which loans have been accepted for assignment by the Department and which loans have been rejected.  We strongly recommend that all agencies ensure they are updating their loans when they receive notification of acceptance or rejection.

Minimum Principal Balance

If a guaranty agency has an account with many loans, each having principal balance of less than $100, but totaling $500, Education recommends that you certify the account in the Treasury Offset Program.

We understand the guaranty agencies’ concern that the agency may have two loans, one with a principal balance of $500.00 and one with a principal balance of $25.00, and they do not wish to retain only the $25.00 loan.  Since accounts are accepted by the Department at a debt level, however, it is possible that the Department may accept only the $25.00 loan and reject the $500.00 loan.  If so, the Department would spend a great deal of money in processing the loan and sending letters, etc. for a $25.00 loan.  

One alternative would be for the Department to accept loans at an account level (i.e., if the Department rejects one loan, all of the loans would be rejected for a specific SSN, even if the other records are correct).  This would mean the following may occur:

A guaranty agency may submit a tape with 10 accounts consisting of 5 loans each (total of 50 records on the tape).  Each account (SSN) has one loan that is rejected in the preliminary verification process (error rate of 20%).  Currently, the tape would pass the preliminary verification process.  If this alternative was adopted, however, the Department would be forced to reject the entire tape. 

Using the same scenario above [a guaranty agency may submit a tape with 10 accounts, consisting of 5 loans each (total of 50 records on the tape)], the Department may find no problems with any of the records in the preliminary verification process.  The guaranty agency is notified and submits the hard copy files.  Each account (SSN) has one loan for which the promissory note is deficient.  Currently, the tape would be processed and 40 loans would be accepted and 10 loans would be rejected for assignment.  The hard copy files would be returned for 10 loans.  If this alternative was adopted, however, all 50 loans would be rejected and all hard copy files would be returned.   

Indemnification Agreement Errors

Again, it would be greatly appreciated if guaranty agencies would provide examples of the Indemnification Agreement (IA), the promissory note (if available), and a copy of the Detailed Edit Error Report for the particular loan record, inasmuch as the information on the IA must match the information on the assignment tape or form.

Overdue Debt Collateral Report

If a loan was assigned to the Department with a “Y”, for yes, in the LITIGATION INDICATOR, the agency must furnish judgment documentation.  The judgment must also be assigned to the Department.  The procedures to assign the judgment to the Department varies from State to State (for example, some states may require that a representative from the guaranty agency actually appear in court to do so, while some states may require an ASSIGNMENT OF JUDGMENT be filed).  It is the responsibility of the guaranty agency to assign the judgment to the Department in accordance with the laws of their state.  Litigation documents should be acceptable if there is an illegible signature; however, if there is a “lack of the presiding judge’s signature”, it would appear there is a deficiency in the documents provided.  

Corrections to accounts must be made by one of the regional service centers, as well as necessary adjustments that must be made due to interim period payments, offsets and/or reversals, etc.  Guaranty agencies have been instructed to send listings, etc. to the National Payment Center where, in turn, the listings of interim period payments, etc. are forwarded to the proper service center.  We are evaluating the current process to determine if any change is necessary.  In any case, we expect to send a letter to the guaranty agencies shortly providing the appropriate addresses and contacts for sending bankruptcy documents, closed school applications, etc. on accounts accepted for assignment.   

If requests are made for original promissory notes, this is an indication that the notes are not on file.  For these cases, the agency should send a certified true copy of the promissory note.

Miscellaneous Problems:

Direct questions concerning error codes on NSLDS must be addressed to the NSLDS staff.  If your agency attempted to report a loan to NSLDS but the record was rejected by NSLDS because of an error code, your agency should correct the problem with NSLDS before assigning the loan to the Department.  

Again, guaranty agencies always receive a Load Data Base Report and an Edit Error Report, so there should not be any confusion as to which loans were accepted and which loans were rejected.  It is imperative that guaranty agencies update their database to indicate that a loan has been assigned to the Department so both the Department and the guaranty agency are not collecting on the same loan.  If a guaranty agency places a loan on an assignment tape, it does not mean the loan has been assigned to the Department.  The whole tape may be rejected or just a specific loan record(s).  You should not indicate on your database that a loan has been assigned to the Department, until it has been officially accepted by the Department and appears on the Load Data Base Report.  Until that occurs, the guaranty agency is responsible for servicing the loan and reporting to NSLDS.  

We agree that a guaranty agency does have a problem if they cannot separate loans by “subrogation status” inasmuch as the Department, again, accepts accounts at a debt level.  This has been the case since 1989.  Your system should be changed to accommodate this fact.  

If an assignment tape or an assignment form(s) was sent to the Department but after one month, the agency has not received any notification from the Department, the agency should contact our Customer Service Center at 

1-800-435-7709 and report a problem log to check into the status.   

If there are any questions regarding the manual assignment instructions, the agency may contact John Adams or Marian Currie for clarification.

We are unclear what the following statement means:  “There are several accounts that were chosen in 1988 as Federal Employee subrogation match that are currently not being collected on by USDE or the guaranty agency”.  We assume that these accounts were placed on an assignment tape or form.  If so, the guaranty agency should have received their Load Data Base Report and Edit Error Report, which would indicate the loans accepted and the loans rejected.  Again, if a guaranty agency sends an assignment tape to the Department but does not receive notification from the Department after one month, the agency should contact our Customer Service Center at 1-800-435-7709 and report a problem log to check into the status.  Once a loan is assigned to the Department, attempts are made to collect the loan.  If the loan was not accepted for assignment by the Department, the guaranty agency is responsible for servicing the loan.  Guaranty agencies may contact John Adams or Marian Currie if they would like to know if we indicate the loan on our database.  Again, only those loans that are accepted by the Department for assignment appear on the Load Data Base Report and appear on the Department’s database.

We would like to bring to your attention a couple of problems that the Department is experiencing in connection with the assignment of loans.  One is that it is imperative that guaranty agencies assign one loan per promissory note, unless they are for different loan types (e.g., one Stafford and one SLS).  We cannot stress how important this is in connection with loan servicing including making determinations on closed school applications, handling borrower’s calls and disputes, responding to the collection cost and other lawsuits, and properly reporting to NSLDS.  If a loan(s) is rejected in the assignment process for this reason, the guaranty agency should correct the loan(s) on NSLDS, if necessary, before attempting to assign the loan(s) to the Department again.

Another problem is when guaranty agencies do not report the “CURRENT BALANCE DATE” correctly, Tape Positions 383-390 (or Item 64 on the Assignment Form).  The definition of this field states: “Date up to which interest was last accrued by the GA.”  The Department uses this date to accrue interest on a loan.  If a guaranty agency indicates March 1, 1996 (19960301) in this field when in actuality it accrued interest through March 1, 1998 (19980301), the Department would incorrectly accrue two extra years of interest on the account.    

