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INTRODUCTION

Section 1.1 SOW

The U.S. Department of Education (ED), Student Financial Assistance, Students Channel, Student Credit Management, Collections, performs collection and administrative resolution activities on debts resulting from non-payment of student loans made under the Federal Family Education Loan (FFEL) Program: Stafford Loans [formerly the Guaranteed Student Loan Program and including Federally Insured Student Loans], Supplemental Loans for Students, PLUS Loans [formerly Parental Loans for Undergraduate Students], and Consolidation Loans; the William D. Ford Federal Direct Student Loan (Direct Loan) Program (formerly known as the Federal Direct Student Loan Program):  Federal Direct Stafford/Ford Loan Program, Federal Direct Unsubsidized Stafford/Ford Loan Program, Federal Direct Consolidation Loan, and Federal Direct Plus Loans; and Federal Perkins Loans [formerly National Direct/Defense Student Loans].  ED conducts similar collection and administrative resolution activities on debts resulting from a student's failure to fulfill grant requirements under the Pell Grant Program and the Supplemental Educational Opportunity Grant Program. 

Since 1981, ED has contracted for the services of Private Collection Agencies (PCA) to support collection, litigation preparation and administrative resolution activities on debts maintained by ED.  Under this contract:

--
The PCA will perform duties in coordination with the ED Service Centers.  The Service Centers are located at, 7th and D Streets, S.W., Washington, D.C.; 61 Forsyth Street SW, Atlanta, Georgia; 111 N. Canal Street, Chicago, Illinois; and 50 United Nations Plaza, San Francisco, California.  

--
The PCA will adhere to all ED security requirements as outlined in the ITSP Security Manual; maintaining, at the PCA location, the same level of security for all ED account data as maintained on ED's system.

--
The training received will help to establish training programs for each loan program and related ED campaigns and initiatives to encompass the complete range of collection activity specified in this contract.  This program will include adequate initial and follow-up training of PCA and sub PCA employees relative to the activities to be performed and the laws and regulations which govern such activities.

--
The PCA will perform activities in strict adherence with all applicable Federal and State laws and regulations in a professional and courteous manner; and support the mission of the Student Credit Management Collections.  Our mission is to provide quality customer service and sound credit management to maximize net revenue.

--
The PCA will protect the Federal Government against loss of monies and loss of or damage to property.

PCA AND ED COMMUNICATIONS

When the PCA has technical questions pertaining to accounts in their portfolio, they should call the Atlanta Service Center (ASC) CSB Branch at 404-562-6010.  Contact may also be made by e-mail, fax or internal mail form (IMF).   ED e-mail address is formatted as follows:  first name_last name @ed.gov.  The PCA should designate a limited number of key personnel (2-3) to communicate with the contract monitor.

General inquiries, reviews and disputes will be handled by PIC.  Requests Treasury Offset Program (TOP) Hearings will be handled by Chicago Service Center (CSC). The Atlanta Service Center (ASC) will handle Administrative Wage Garnishment Hearings. San Francisco Service Center (SFSC) will handle closed School, Ability to Benefit (ATB), Unauthorized Signature, and litigation. The PCA should contact their designated representative in the Washington Service Center (WSC) for advance approval of all system or manual letters they intend to use.

REGIONAL SERVICE CENTERS

Atlanta Service Center (ASC)

61 Forsyth Street, SW, Room 19T89

Atlanta, GA  30303

(404) 562-6010

(404) 562-6110 (FAX)

(404) 562-6056 (FAX)

Chicago Service Center (CSC)

111 North Canal Street, Suite 1009

Chicago, IL  60606-7204

(312) 886-5488

San Francisco Service Center (SFSC)

50 United Nations Plaza

San Francisco, CA  94102

(415) 487-5090

Washington Service Center (WSC)

7th & D Streets, SW, Room 5126

Washington, DC  20202

PCA WEBSITE

The address for the PCA Website is: http://www.collections.sitehosting.net. In addition to accessing this training manual online, you will also be able to:

· Input customer credit card payments;

· Input accounts for the Rehabilitation sale;

· Review current Fast Tract Caps and performance statistics:

· Review letters from the COR;

· Determine dischargeability for bankruptcies;

· Input online IMF requests to PIC;

· View a calendar of events, including upcoming recalls, transfers, and audits; and,

· Post comments and questions to the Message Board.

 FREQUENTLY USED ACRONYMS

ADM
Administration Fee or credit

APPRV
Approved

ASC

Atlanta Service Center

AWG

Administrative Wage Garnishment

CAIVRS
Credit Alert Interactive Voice Response System

CAN

Cancellation

CBR

Credit Bureau Report

CC
Certified Check

CCLR

Claims Collection Litigation Report

CFR

Code of Federal Regulation

CIE

Contract Implementation Evaluation

COI

Certificate of Indebtedness

COMP/CPR
Compromise

COR

Contracting Officer’s Representative

CPCS

Competitive Performance and Continuous Surveillance

CSB

Contract Services Branch



CSC

Chicago Service Center

DCIA

Debt Collection Improvement Act

DCS

Debt Collection System

DEA

Death

DIS

Disability

DOJ

Department of Justice

ECMC

Educational Credit Management Corporation

ED

U.S. Department of Education

EFT

Electronic File Transfer

FDCPA
Fair Debt Collection Practice Act

FDP

Federal Defaulter Program

FED

Federal Employee

FDSL

Federal Direct Student Loan

FFEL

Federal Family Education Loan

FISL

Federal Insured Student Loan

FOIA

Freedom of Information Act

FR

Federal Reversal

GCS

Grants &Contract Service


GSLP

Guaranteed Student Loan Program



HEA

Higher Education Act

INA

Inability to Collect

ICRP

Income-Contingent-Repayment Program

IMF

Internal Mail Form

LIT

Litigation

LVC

Lender Verification Certificate

MO
Money Order

NDSL

National Direct/Defense Student Loan

NPC

National Payment Center


OCR

Optical Character Reader

OPM

Office of Personnel Management

PBO

Performance Based Organization

PC
Personal Check

PCA

Private Collection Agency

PIC

Public Inquiry Contract

PIF

Paid in full





PIN

Personal Identification Number

PLUS

Parental Loans for Undergraduate Student

PN 

Promissory-Note




POC

Proof of Claim

POVR

Pell Grant Overpayment

REQ

Recalled at ED’s Request

RFP

Request for Proposal

SFA

Student Financial Assistance

SFSC

San Francisco Service Center

SLMA

Student Loan Marketing Association

SLPC

Student Loan Processing Center

SLS

Supplemental Loans for Students

SOL

Statute of Limitation

SO2

Notice of proposed wage garnishment

SOW

Statement of Work

SSN

Social Security Number


SSU

Single Sheet Update

TC
Treasury Check

TOP

Treasury Offset Program

TR
Traveler’s Check

U.S.C.

United States Code

UAW

United Auto Worker

UNL

Unable to locate

WO
Write-off

WSC

Washington Service Center


OVERVIEW OF EDUCATIONS DEBTS


The ED-Debt Collection System is designed to track collection activity on various types of educational debts owed to ED.  A brief description for each loan and grant program is listed below.

A. Federal Family Education Loan Programs



1)  Stafford Loan Program



The Stafford Loan Program [formerly the Guaranteed Student Loan {GSL} Program] is authorized by Title IV, Part B of the Higher Education Act of 1965, as amended (the HEA) (20 U.S.C. 1071 et seq.). These loans are made by participating lending institutions using non-Federal funds.  The loans are either guaranteed by state or private non-profit guarantee agencies and reinsured by the Federal Government, or are insured directly by the Federal Government.  The guarantee agencies, lenders or subsequent note holders will adhere to the due diligence requirements in making, disbursing, servicing and collecting loans as outlined in the applicable regulations, 34 CFR 682.206-208; 34 CFR 682.411; and 34 CFR 682.507.  



2)  Supplemental Loans for Students



The Supplemental Loans for Students (SLS) are authorized by section 428A of the HEA (20 U.S.C. 1087-1).  Under the SLS Program, loans are made by banks and other financial institutions to independent undergraduate, graduate, and professional students with similar due diligence requirements for all note holders.



3)  Consolidation Loan Program



The Consolidation Loan Program (CLP) is authorized by section 439(o) of the HEA (20 U.S.C. 1087-2(o)).  Under the consolidation loan program, the Student Loan Marketing Association (SLMA), guarantee agencies, and certain eligible lenders make loans to consolidate all of a borrower's education financed student loans, except for PLUS loans.  Once these loans are granted, applicable due diligence is required of all note holders.



4)  Parental Loans for Undergraduate Students



The PLUS Loans [formerly Parental Loans for Undergraduate Students] are authorized by section 428B of the HEA (20 U.S.C. 1078-2).  Under the PLUS program, loans are made by banks and other financial institutions to parents of dependent students.  Certain regulatory due diligence will be followed by all note holders.


B.
William D. Ford Federal Direct Loan Program


Under the William D. Ford Federal Direct Loan Program (Direct Loan), the Secretary makes loans to enable a student or parent to pay the costs of the student's attendance at a postsecondary school.



(1)
Federal Direct Stafford/Ford Loan Program



The Federal Direct Stafford/Ford Loan Program is authorized by Title IV, Part D of the HEA (20 U.S.C. 1087a et seq.).  Loans made under this program are referred to as Direct Subsidized Loans.  This program provides loans to undergraduate, graduate, and professional students attending Direct Loan Program schools.  The Secretary subsidizes the interest while the borrower is in an in-school, grace, or deferment period.



(2)
Federal Direct Unsubsidized Stafford/Ford Loan Program



The Federal Direct Unsubsidized Stafford/Ford Loan Program is authorized by Title IV, Part D of the HEA (20 U.S.C. 1087a et seq.).  Loans made under this program are referred to as Direct Unsubsidized Loans.  This program provides loans to undergraduate, graduate, and professional students attending Direct Loan Program Schools.  The borrower is responsible for the interest that accrues during any period.



(3)
Federal Direct PLUS Program



The Federal Direct PLUS Program is authorized by Title IV, Part D of the HEA (20 U.S.C. 1087a et seq.).  This program provides loans to parents of dependent students attending schools that participate in the Direct Loan Program.  The borrower is responsible for the interest that accrues during any period.



(4)
Federal Direct Consolidation Loan Program



The Federal Direct Consolidation Loan Program is authorized by Title IV, Part D of the HEA (20 U.S.C. 1087a et seq.).  This program provides loans to borrowers who consolidate certain Federal education loans, and one of the components of the Direct Loan Program.  There are three types of Direct Consolidation Loans:



(a) 
Direct Subsidized Consolidation Loans.  Subsidized Title IV education loans may be consolidated.  Interest is not charged to the borrower during in-school and deferment periods.



(b)  
Direct Unsubsidized Consolidation Loans.  Certain Federal education loans may be consolidated into a Direct Unsubsidized Consolidation Loan.  The borrower is responsible for the interest that accrues during any period.



(c) Direct Plus Consolidation Loans. Parent Loans for Undergraduate Students, Federal PLUS, Direct PLUS, and Direct Plus Consolidation may be consolidated into a Direct PLUS Consolidation Loan.  The borrower is responsible for the interest that accrues during any period.


C.
Perkins Loan Program


The Perkins Loan Program [formerly the National Defense/Direct Student Loans {NDSL} Program] is authorized by Title IV, Part E of the HEA (20 U.S.C. section 1087aa et seq.).  Under this program, ED assists in the establishment and maintenance of revolving loan funds at institutions of higher education to provide low-interest, long-term loans to help financially needy students pay their educational costs.  Students will apply directly to their schools to participate in the Perkins Loan program.

 
Perkins regulations, 34 CFR Part 674 Subpart C, require schools to exercise due diligence in the collection of Perkins accounts.  However, in 1979, because of rising institutional Perkins default rate, ED implemented provisions of the HEA, whereby schools could submit defaulted loans to ED for additional collection activity (20 U.S.C. Section 1087cc (a)).


D.
Pell Grant Program


The Pell Grant Program is authorized by section 411 of the HEA (20 U.S.C. section 1070a et seg.).  An individual student's award is based upon his/her enrollment status, the cost of attendance at the institution, and his/her Student Aid Index.  Using this information and the Pell Grant Payment Schedule for the appropriate year, the financial aid officer at the institution calculates the student award.


When a student receives a grant greater that he/she is entitled to receive, he/she is considered to have received an overpayment.  Overpayments may occur through incorrect calculation of an award, through incorrect information reported by a student on his/her financial aid application, a student dropping or withdrawing from class or a student's failure to make satisfactory academic progress.  If the overpayment is not caused by an institutional error, the recipient is liable for repayment.  In these cases, an institution will submit the account to ED for collections as outlined in the Pell Grant regulations, 34 CFR 690.79, whenever the institution encounters serious difficulty in collecting the overpayment.


E.
Supplemental Educational Opportunity Grant Program


The Supplemental Educational Opportunity Grant (SEOG) program is authorized under section 413A et seq. of the HEA (20 U.S.C. section 1070b et seq.).  The program was initially authorized and incorporated into the Higher Education Act by the Education Amendments of 1972 (Public Law 92-318).  It superseded the Educational Opportunity Grants Program that was established in 1965 by the Higher Education Act.  These grants are provided to undergraduate students with exceptional financial need, with priority given to Pell Grant recipients.  As with the Pell Grant Program, whenever an institution encounters serious difficulty in collecting the overpayment, the institution will submit the account to ED for collection.

FAIR DEBT COLLECTION PRACTICES ACT

The purpose of the Fair Debt Collection Practices Act (FDCPA) is to prohibit abusive, deceptive and unfair debt collection practices by debt collectors.

In summary, collectors may not:

-
 Harass, oppress or abuse any borrower.

-
 Use threats or coercion.

-
 Make fraudulent, deceptive representations.

-
 Threaten to file criminal charges.

-
 Threaten to seize or sell property.

-
 Use profane language.

-
 Make collect calls to borrowers.

-
 Make continuous telephone calls or allow telephone to ring incessantly.

-
 Use credit bureau names deceptively.

-
 Mail letters to borrower’s place of business, unless it is marked “confidential”.

-
Call the borrower at unusual times, such as before 8:00 am or after 9:00 pm.

-
 Telephone the borrower without identifying oneself.

Any person who violates a provision of the Act is guilty of a misdemeanor and upon conviction is punishable by a fine of not less than $100 nor more than $1000 for each conviction.

Borrowers often allege that ED or its PCAs have engaged in acts or practices that violate the Fair Debt Collection Practices Act (FDCPA) (15 U.S.C. §1692 et seq.)  The FDCPA applies only to the collection activities of third-party debt collectors.  The statute itself defines the term "debt collector" to exclude officers or employees of the United States, and therefore the FDCPA by its terms does not apply to the collection actions of ED employees.  The FDCPA does, however, apply to the PCAs ED retains to perform collection services on student loans.  31 U.S.C.§ 3718(a)(2)(B).

Because the FDCPA does not apply to ED, ED takes the position that it cannot be held liable for any FDCPA violations of its PCAs.  In addition, there is a clause in each of ED's contracts with a collection agency that holds ED harmless for the acts of the collection agency.

FREEDOM OF INFORMATION ACT

The purpose of the Freedom of Information Act (FOIA) is to provide the general public the right to access government data and information. The general public may examine records and documents that the government stores and accumulates within the rules and guidelines set forth by the FOIA.

However, in the disclosure of such information there are nine exemptions. One of these exemptions is for records, the disclosure of which, would constitute a clearly unwarranted invasion of personal privacy.  ED may choose to exercise this exemption. In exercising this exemption, we may look to the motives of the requestor and balance his or her right to know against the privacy rights of the individual to whom the records pertain.

Collectors may not make a disclosure regarding a borrower to a third party or to the general public when requested under the FOIA. People making requests for information under the FOIA should be instructed to put their request in writing. All requests for information under the FOIA must be immediately given to the contract monitor.

STATUTE OF LIMITATIONS

Section 3 of the Higher Education Technical Amendments of 1991, P.L. 102-26 eliminates any statute of limitations that has applied to enforcement actions to collect student loans made or insured under Title IV of the HEA. The amendment provides that a lawsuit may be commenced, a judgment enforced, or a garnishment or offset action taken by the Federal government to collect defaulted loans regardless of any Federal or State statutes of limitation that might otherwise have applied to these collection actions. This law also applies to actions by institutions and guaranty agencies to collect defaulted student loans.

Prior to this 1991 amendment, the limitation period for suits to collect student loans made or guaranteed under Title IV of the HEA was six years commencing from the date the government paid a guaranty claim for FISLs, See U.S v. Bellard, 674 F.2d 330 (5th Cir. 1982), or, under § 484A(a) prior to that amendment, for six years from the date the loan was assigned to ED for GSLs and for Perkins/NDSLs.   484A(a)(4) of the HEA, 20 U.S.C.  1091a(a)(4) (1990; since amended by P.L. 102-26, supra).  U.S. v. Menatos, 925 F.2d 333 (9th Cir. 1991).  The law amends Section 484A to expressly abrogate these prior limitations for each of these kinds of loans.  The amendment provides that litigation may be commenced, a judgment enforced, or a garnishment or offset action taken by the Federal government to collect defaulted loans regardless of any Federal or state statutes of limitation that might otherwise have applied to these collection actions.  

A commonly-encountered defense raised in the face of this authority is the claim that prior limitations periods had expired, rendering the loan judicially unenforceable under the new law.  Both the statutory terms governing the effective date of the 1991 amendments and the case law forcefully reject this claim.  The effective date provisions of the law expressly provide that this authority applies to all "pending actions" to collect loans whenever those loans were made, including loans made before April 9, 1986, the date of enactment of the prior version of § 484A.  Pub. L. 102-26,  3(c), as amended by Pub. L. 102-325, § 1551 (removing November 6, 1992 sunset provision).  

The amendment therefore empowers the government to collect ED-financed loans time-barred under other limitations provisions that previously applied.  U.S. v. Phillips, 20 F.3d 1005 (9th Cir. 1994); U.S. v. Hodges, 999 F.2d 341 (8th Cir. 1993); U.S. v. Glockson, 998 F.2d 896 (11th Cir. 1993); U.S. v. Mastrovito, 830 F.Supp. 1281 (D. Ariz. 1993); N.Y. Higher Education Services Corp. v. Laudenslager, 616 N.Y.S.2d 135 (N.Y. Sup. 1994) (§ 484A as amended applies to suits to collect ED-financed loan brought by guarantor).  Although this retrospective, resuscitative effect may appear unusual, Congress has the power to revive time-barred claims because statutes of limitations are procedural rules, and can be established, modified, enlarged or eliminated by the jurisdiction under which a debt is enforced without violating a defendant's constitutional or statutory rights.  See U.S. v. Menatos, 925 F.2d at 335, n.2 (9th Cir. 1991) (addressing resuscitative effect of prior version of § 484A(a) enacted in 1986 by Pub. L. 99-272); Chase Securities Corporation v. Donaldson, 325 U.S. 304, 311-312 (1945); Davis v. Valley Distributing Co., 522 F.2d 827, 830 n.7 (9th Cir. 1975), cert. denied, 429 U.S. 1090 (1977); Osmundsen v. Todd Pacific Shipyard, 755 F.2d 730, 733 (9th Cir. 1985).

COLLECTION COSTS

Section 484A(b)(1) of the HEA, 20 U.S.C.1091a(b)(1), provides in pertinent part, "Notwithstanding any provision of State law to the contrary...a borrower who has defaulted on a loan...will be required to pay...reasonable collection costs." This provision enacted in section 16033 of the Consolidated Omnibus Budget Reconciliation Act (COBRA), Pub. L. 99-272, Apr. 7, 1986, applies with respect to all loans, whenever made. Promissory notes for many student loans contain terms obligating the borrower to pay collection costs as well.
  Collection contractors charge ED a contingent fee for any payments made by the borrower on a loan placed by ED with that contractor.  To the extent allowed, ED passes that cost on to the borrower
. Because ED applies borrower payments first to defray collection costs, the outstanding balance owed on the loans it holds consists almost exclusively of unpaid principal and accrued interest.

PRIVACY ACT OF 1974

CERTIFICATION OF TRAINING

I certify that I have completed training relevant to the Privacy Act of 1974 (5 U.S.C. 522a) and its application to collection activity.

I understand that the conditions of authorized disclosure are as described in subsection 3(b)3 of the Privacy Act.

I have read and understand the pertinent parts of the Act and the OMB Privacy Act Guidelines, including subsection 3(a), Definitions; 3(b), Conditions of Disclosure; and 3(i), Criminal penalties.

I have also read and understand the pertinent parts of ED’s Privacy Act Regulation, including Section 5b.1, Definitions; 5b.9, Disclosure of Records; and Appendix A, Employee Standards of Conduct.

If in doubt on a specific disclosure question, I will consult with a supervisor or, when appropriate, and ED Monitor.  If others ask me to make an unauthorized disclosure, I will decline and report the incident to my Supervisor or Project Manager.

________________________


_______________________

Employee (print name)



Social Security Number

________________________


_______________________

Signature of Employee



                   Date

________________________


_______________________

Supervisor’s Name (print)



        Date

________________________


_______________________

Signature of Supervisor



Agency Name/Agency #

Date Received by Contract Monitor:  _____________________________

Rev. 11/00

 PIC AUTHORITY UNDER THE NEW CONTRACT

Effective October 2, 2000, PIC began processing all correspondence that the PCAs have previously forwarded to the Regional Service Centers. The PCA will bundle all correspondence items for PIC together, and send them to the following PIC address:

PIC 





NCS-DCS





P. O. Box 4222





Iowa City, IA 52245

Document your collector notepad with a description of the correspondence received and state that it will be forwarded to PIC for a response. Do not attach IMFs to the individual pieces of correspondence. PIC will respond to any issues that the borrower raises in their letter and document the L102 with a response. There will be no other notification to you that the correspondence has been completed. All correspondence sent to PIC should be flagged for follow up in 3 weeks. Even though PIC is required by their contract to respond within a specified timeframe, during start up, more time may be needed. DO NOT CALL PIC CONCERNING THE STATUS OF ANY CORRESPONDENCE THAT HAS BEEN SENT TO THEM. CONTACT YOUR MONITOR FOR FOLLOW-UP.

PIC will be doing the Rehabilitation Sale for all three regions and the PCA’s.

The following items should  be forwarded to the Atlanta Contract Services Branch:

· Complaints and complaint responses

· Suspense Removal Requests

· Incarcerations

· Information concerning misapplication of employer payments

· Requests of CAIVRS release

· Split Bankruptcy Accounts

· Credit Card Issues

· Discretionary Compromise Requests

· Requests for Refunds

· Audit Adjustments for Assigned Fees

When PIC receives mail from the National Payment Center, they will sort the correspondence involving disputes, and prepare a response. PIC will document the L102 when the response has been completed. Items such as requests for promissory notes, payment histories, letters from borrowers who want to pay, resolution documents, and cease and desist letters, will be forwarded to your agency for processing. PIC will also send you copies of letters from the borrowers that involve disputes or other issues but are also stating cease and desist. 

CUSTOMER SERVICE
Student Credit Management – Collections (formerly known as the Debt Collection Service (DCS)) is a part of the transformation by the U. S. Department of Education Student Financial Assistance (SFA) in becoming a performance based organization (PBO).  We believe the quality of our performance and the performance of our representatives will be measured by the level of the customer service we provide to our student loan borrowers.

A.   What is a PBO?

· A new principal office reporting directly to the Secretary of the U. S. Department of Education

· An organization driven at all levels by performance objectives 

· An organization led by a Chief Operating Officer rather than a political appointee 

· A flexible, responsive organization with greater autonomy of action 

· An organization accountable for its results 

· An organization that will need the best efforts from its employees and representatives to enable it to succeed

B.   Why has Student Financial Assistance (SFA) been made into a PBO?

· To enhance SFA’s ability to meet its new challenges resulting from the rapid pace of technological change in the business and financial sectors 

· To enhance SFA’s ability to respond to changing external demands 

· To give SFA the ability to provide the best possible service to students and institutions 

· To serve as a model for development of PBOs in other Federal agencies where the PBO template fits 

C.   ED Courtesy Policy

In an effort to improve customer satisfaction, we are incorporating a number of strategies. Our first strategy is to ensure that employees and representatives of the 

U. S. Department of Education (ED) be familiar with ED’s Courtesy Policy, and incorporate the responsibility of the Courtesy Policy in any form of contact with the borrowers.  Responsibility is clearly defined in Section V of the Courtesy Policy.

	U.S. DEPARTMENT OF EDUCATION

PERSONNEL MANUAL INSTRUCTION


	PMI  735-1        

DATE May 29, 1981 

APPROVED:

Marsha Scialdo      

DIRECTOR OF PERSONNEL 


SUBJECT:  COURTESY POLICY

I.
AUTHORITY

The Civil Service Reform Act of 1978, (Public Law 95-454 October 13, 1978, 92 Stat. 1111) provides the basic authority for courtesy in the Federal Service.

II.
POLICY

It is the policy of the Department of Education that courtesy will be required of employees in all of their dealings with the general public, Members of Congress and employees of their own agency and of other agencies to the extent that this requirement does not infringe upon the employee's legal rights.  It is the responsibility of agency heads to make that fact known to all employees; to provide appropriate training and to supervise and review the conduct of employees for courtesy and good manners.

Employees must be informed about these procedures and provided appropriate supervision and/or training.

III.
BACKGROUND

During the hearings on Civil Service Reform, resulting in the Civil Service Reform Act of 1978, Members of Congress and others repeatedly emphasized the importance of good manners, courtesy, and prompt service  which are essential for Federal employees.  The presence of rude and offensive behavior of employees, whatever form of expression that behavior may take, becomes an unnecessary obstacle to agencies in achieving their missions.  The Congress expressed its concerns with this matter in the Civil Service Reform Act, directly in U.S.C. 4302 (b)(1), and indirectly in at least two other sections of the Act.

OPM's own concern for the comprehensive problem of courtesy in government is reflected by Federal Personnel Bulletin 735-7, a two day course, multiple awards of special recognition, and a series of articles to be published in OPM periodicals and other journals.

Because the elements of courtesy are related to the specific work of the agency, the Department of Education must establish its own appropriate initiatives to ensure the smooth and courteous operation or educational services.

IV.
DEFINITIONS

For the purpose of this issuance, courtesy means the practice of good manners.  Good manners are an informal common-sense term meaning a standard of behavior among Federal employees that is polite and considerate of others.  Courtesy must be reflected in the direct dealings between Federal employees and the public and in indirect communications through correspondence and publications.

V.
RESPONSIBILITY

A.
The Secretary will assure that all policy initiatives on courtesy are upheld.

B.
All Federal employees are responsible for their own good behavior, in official capacity, including courtesy to the public.

C.
Supervisors and managers are responsible for creating and maintaining a positive and courteous service to the public.  As part of this responsibility, supervisors and managers will take action to:

· eliminate discourteous behavior and poor service to the public;

· bring to the attention of their subordinate supervisors and employees the policy stated in this Instruction; and

· counsel subordinates and initiate appropriate efforts to correct a subordinate's discourteous behavior.

Supervisors and managers are required to actively pursue a positive approach through:

A.
A requirement of prompt response to mail and telephone calls; similarly a requirement that the employee receiving an initial inquiry make every effort to assure the individual is referred to the correct person for a response.

B.
A requirement that responses be in language which can be reasonably understood by the recipient(s).

 
C
An expectation that the tone of voice, phraseology of correspondence, and language will strive to communicate a helpful, responsive attitude.

D.
Individual performance agreements include courtesy and good manners as an important element for employee evaluation.

CREDIT BUREAU REPORTING

Under a specific exception to the limitations periods contained in the Fair Credit Reporting Act (15 U.S.C. §1681(c)(4), (6)) the HEA permits credit bureaus to disseminate information on student loan defaults for at least seven years.  For GSLP loans first reported to a credit bureau before October 1, 1985, the seven-year period is measured from the date of which ED or the guarantee agency paid a claim to the holder of the guaranty.  20 U.S.C. 1080a(f)(1).  For GSLs first reported after October 1, 1985, the seven-year period is measured from October 1, 1985 (or until September 30, 1992).  20 U.S.C. 1080a(f)(2).  For Perkins loans, the seven-year period is measured from the date on which ED accepted an assignment or referral of a loan, or if the account has not been previously reported by any other holder of the note, from the date the Department first reports the account to a credit bureau.  20 U.S.C. §1087cc(c)(3). Under section 430A (for FISLs, GSLs and other GSLP loans) and section 463 (for NDSLs) of the HEA (20 U.S.C. 1080a and 1087cc).

The U.S. Department of Education's computer sends tapes to national credit reporting agencies on a monthly basis. Account balances are up-dated, and those accounts that have been paid in full or settled in full are reported as a “PAID COLLECTION ACCOUNT”. The Department will not remove an account from credit bureau reporting unless the account was reported in error. Collectors must not indicate to borrowers that the information will be deleted or revised.  Accounts that are paid through loan consolidation will also be reported as "paid collection accounts".  Accounts paid through FFEL rehabilitation will be removed from credit bureau reporting.

Borrowers who have a disagreement with the information that is shown on their credit report should file a dispute with the credit-reporting agency that is showing the incorrect information. If necessary, the credit reporting agency will contact the ED for updated information. ED currently reports to TransUnion, Equifax and Experian (formerly TRW).

TREASURY OFFSET PROGRAM (TOP)

In cooperation with the Internal Revenue Service (IRS), ED began a program in 1985 to collect defaulted student loans by offset against Federal income tax refunds (the first offsets were performed in 1986).

Under ED regulations, each borrower whose loan is certified for offset must have been sent notice of the proposed offset at least 60 days prior to certification.  The borrower has the opportunity to request and examine ED’s records of the loan, arrange a repayment plan, and request a hearing indicating the reasons and providing documentation to support their objection to offset.  PCA’s are responsible for requesting and sending copies of the borrowers’ records, establishing repayment plans, and forwarding Request for Review documents to the Chicago Service Center.

In addition, ED allows guaranty agencies (GA’s) to certify eligible defaulted FFELs to IRS (through ED) for offset.  All of the GA accounts are merged with ED accounts so that IRS receives only one certification tape containing defaulted student loans.  The GAs must follow the same process of notification and hearings as ED, but additionally the borrower may request that an ED official review the determination made by the GA as a result of the hearing. Generally in December, the IRS imposes a deadline for certification of debts to be offset.  After the deadline, only ED or the certifying GA can remove an account from offset.

This process stayed the same through 1994.  In 1995, however, no IRS offset or reversal information was provided to the GAs.  Instead, ED requested assignment of the account; and once assigned, ED systematically applied the 1995 offset or reversal information.

In 1996, and 1997, this program became known as the Federal Offset Program because Financial Management Service (FMS), Department of Treasury, offset accounts in addition to IRS.  The accounts that were certified with IRS were also certified with FMS.  There are a number of paying Federal agencies, such as the Social Security Administration, participating under FMS, which means that FMS may offset various types of Federal payments that are due borrower at the percentages allowable by law.  The Federal payments that may be offset include annuity checks, disability checks, and travel checks, etc.  Accordingly, certain FMS offsets occur on a regular monthly basis.

On a weekly basis, Treasury reports the offsets and reversals (refunds that Treasury does) to ED, who, in turn, updates the I100 screen with this information.  ED credits or debits the accounts for the offsets or reversals that are held by ED.  PCAs do not receive commission for Treasury offsets.  If it is a GA held account, ED sends the offset or reversal information to the GA that certified the account so that they may credit or debit the account.  Neither ED nor the GAs know the source of the offset.  The borrower knows the source of the offset because FMS provides notices to the borrowers that they offset.

In 1998, this program became known as the Treasury Offset Program.  The accounts that ED certified to FMS in 1998 are permanently certified with FMS until they are paid in full or decertified by ED or the GA. 

PCA RESPONSIBILITIES: 


Handle document requests as a priority.

Request copies of promissory note and file documents via W202.

Change the collector code to 88888 to protect borrowers’ rights.

Fifteen days after you have mailed the requested documents, change the collector code          back to 99999.

Process "TOP PN REQUESTS - Priority Handling" requests from CSC on a daily basis.

Keep a log and report on your monthly Management report number of requests  received; number of requests completed and number pending due to the TOP Offset process.

Treasury Offset Process 

Pre-offset address request: May - July

Mail 65-day letters using IRS provided address: July – September

Clean-up run (Letters sent using ED address): September - October 

Run CA transfer, account closure, and credit bureau process:  before certification.

Identify and certify accounts for offset: Mid December

Receive notification from Treasury of who was certified: late January 

Offsets begin: Beginning of February and continue through the beginning of the following January 1998, offsets will begin in the beginning of February and continue until the account is paid in full or decertified.

For accounts submitted for certification in the Treasury Offset Program, ED certifies the following: The following criteria are used for IRS 65-day notice processing:

· The debt referred is at least $25.00, with no payments within the last 35 days

· ED’s records do not indicate or otherwise contain evidence that the person owing the debt (or his or her spouse) has filed for bankruptcy, or ED can clearly establish at the time of referral that an automatic stay in effect pursuant to 11 USC 362 has been lifted or is no longer in effect with respect to the person owing the debt (or his or her spouse) and the debt was not discharged by bankruptcy

· Each debt has been disclosed by ED to a consumer reporting agency as authorized by 31 USC 3711(f), unless a consumer reporting agency would be prohibited from using such information by 15 USC 1681c, or unless the amount of the debt does not exceed $100.00;

· ED made a reasonable attempt to notify each individual that the debt is past-due, and unless repaid within 60 days thereafter, the debt will be referred to Treasury for offset against any overpayment for tax after liability subject to 6402(a) and (c) of the Code have been satisfied;

· ED has given the borrower at least 60 days from the date of notification to present evidence to this agency that all or part of the debt is not past due or not legally enforceable;

· ED has considered any evidence presented by the borrower and determined that the amount of such debt is past-due and legally enforceable;

· The debt constitutes a bona fide obligation owed to ED when referred to Treasury and at the time of offset;

ED DOES NOT CERTIFY CLOSED SCHOOL ACCOUNTS OR ACCOUNTS WHERE THE BORROWER HAS CLAIMED THEY DID NOT HAVE THE ABILITY TO BENEFIT.

Documentation of Collection Activity

The contractor will record on it’s own computer system all collection activity occurring on an account.  Industry standard abbreviations can be used.  Please keep in mind that the purpose of the notes is to document what has occurred on an account, and the notes are often critical in the event of litigation.  The account notes should be intelligible to those who might read the notes; it should not be necessary that the notes have to be interpreted.

Critical notes that ED must see in real time, such as notes relating to death, disability, bankruptcy, consolidation, rehabilitation, compromise, etc., must be input by the PCA directly into the ED-DMCS.  Standard documentation for those activities are detailed in those particular sections of the manual, i.e. documentation instructions for compromise are in the compromise section.

The ED collector notepad, L102, is an extremely large file, and growing at a very rapid pace.  As a result, efforts are underway at the Department to explore alternatives to reduce the size of the file.  Your notepad entries on our accounts are considered a part of our corporate database, and the Department must be able to access and retain your collector notepad entries.  The mechanism to achieve that is still in development.

CONGRESSIONALS AND OTHER SENSITIVE INQUIRES

Any written inquiry, from a U.S. Senator's Office, U.S. Congressional Office, State or Local Government Office regarding an ED account will be forwarded by the PCA to the Chicago Service Center within 24 hours of receipt. ED will recall any account for that  the PCA has failed to forward within the required time period.

Telephone calls from congressional offices received at the PCA’s office must be immediately referred by fax to the contract monitor.  The following information should be obtained from the caller, and entered on the congressional form. A copy of this form immediately follows the section.

· Borrower's name and SSN 

· Name of caller and their title 

· Telephone number including area code

· Congressional office involved 

· Date and time call received 

Calls or letters from U.S. Attorneys, State or Local government offices, the media and Legal Services must be referred immediately to the contract monitor.  Collectors must never discuss a borrower's account with any of the above, and such inquiries should be handled with the utmost courtesy.

In all of the above cases, all collection activity must cease on the account. The PCA's collection history must be documented and the account must not be worked again until notification is received that the issue has been resolved. 

AGENCY #______


CONGRESSIONAL OR SENSITIVE PHONE INQUIRY

BORROWER'S NAME: 



BORROWER'S SSN: 


NAME OF CALLER :


TITLE OF CALLER :


CALLER'S PHONE NUMBER: Area Code (      ) 


CONGRESSIONAL OR OTHER OFFICE INVOLVED: 


NAME OF PERSON RECEIVING THE CALL:


DATE AND TIME CALL RECEIVED: 


SUMMARY OF CALL:

________________________________________________________________

________________________________________________________________

________________________________________________________________

Rev. 11/00

FAX TO US DEPARTMENT OF EDUCATION

 (404) 562-6110

COMPLAINTS AGAINST THE PCA

Section 2.4 SOW

The PCA will ensure that all attempts to collect on accounts are fair and reasonable, and do not involve harassment, intimidation, or false or misleading representation. Unnecessary communication concerning the existence of any such debt information will not be given to persons other than the borrower or the borrower's attorney. Requests for information from third parties must supported by a signed authorization from the borrower.

When ED receives a complaint from the borrower, ED will forward a copy of the complaint to the PCA, who will immediately cease collection activity on the account. The PCA will provide ED with a response addressing the issues of the borrower’s complaint within five(5) calendar days.

When the PCA receives a complaint from a borrower, the PCA will forward a copy of the complaint to the ED monitor within 3 calendar days.  The PCA will forward a final response regarding the complaint to the ED monitor within ten calendar days of receipt.  

The PCA must not resume collection activity on the account until the problem is resolved.  Failure by the PCA to cease collection activity on the account will result in ED recalling the account.  After notification from ED that the complaint has been resolved, the PCA may resume collections on the account.  Depending on the nature of the complaint, ED may make a verbal or written response to the borrower. 

ED will maintain a complaint tracking system that will include both verbal and written complaints.  ED will track by agency, individual collector name and the nature of the complaint.  When ED has received two or more complaints on the same collector where the issues are a concern to ED, the PCA will be notified to immediately remove that collector from working accounts on the ED contract. When the subject of any complaint is a concern to ED, the COR will notify the Contract Administrator to immediately cease the activity causing the concern. If there are complaints regarding this activity after the Contract Administrator has been notified, a 5 point reduction in the final CPCS score will occur.  

The PCA will forward a copy of any lawsuit referencing an ED account to the ED monitor within twenty-four hours of receipt.  ED will recall any account that the PCA has failed to meet this requirement.

Complaints received by PIC against the PCA agencies will be sent to the PCAs on a regular basis. On receipt, the PCA is to discuss the issues with the staff and report back to their monitor, in writing, within 5 calendar days what actions will be taken to prevent these types of problems from occurring in the future.

Complaints Logged by PIC

In addition to borrower complaints received by ED or the PCA, some complaints are received by PIC.  The PIC operators record the complaints they receive and forward them to the Atlanta CSB on a weekly basis.  Your monitor will forward those complaints to you for response.

The goal for all parties handling complaints is to resolve the issues raised by the borrower.

Cease Collection Activity

To cease collection activity on an account means to stop all collection activity.  The difference between cessation of collection and suspension of collection activity is that suspension is temporary.

Cessation of collection activity normally occurs when a borrower requests that ED/PCA stop communications with them. The borrower may request an overall cease of collection activity or simply a request not be contacted at work.

In cases of cease and desist, the PCA is allowed to send one last letter to the borrower indicating their intention to litigate.  In cases where litigation is not possible, the account should be brought to the attention of the monitor via IMF.  ED may recall the account and initiate AWG.

Refer to the “Fair Debt Collection Practices Act” (FDCPA Section 805). 

PAYMENT PROCESSING

Borrowers should be directed to make their payment payable to the U.S. Department of Education, note their Social Security number on the face of the instrument, and mail it to:


U.S. Department of Education


National Payment Center




P.O. Box 4169


Greenville, TX 75403-4169

Payments will also be accepted at the NPC street address from any of the overnight mail services. The street address is:



NPC



6201 I-30



Greenville, TX 75402

Most payments received at NPC will be processed through the Optical Character Reader (OCR) machine. Directed payments, split payments, and other exceptional payments are processed on-line. The OCR machine reads the information encoded on the bottom of the payment coupon, such as SSN, payment amount, etc. The machine also reads the information that is encoded on the bottom of the borrower’s personal check. The OCR machine operator has only to enter the payment amount for those payments that are received with a coupon. The OCR machine operator has much more information to enter via key stroke when processing payments received without coupons, thus increasing the possibility of a payment going into suspense. Therefore, whenever feasible, we encourage the use of coupon letters. The OCR machine endorses and films the payments, assigns sequence numbers, totals the payments entered, and enters the payments into the ED-DCS.

Fee  Removal

Prior to processing accounts for rehabilitation, consolidation, and litigation, assigned fees (other than projected collection costs) in excess of $100.00 that are shown on the L101 must be removed by submitting a list to the contract monitor on an Internal Mail Form (IMF), or fax. 

All accounts with assigned fees must be sent in for removal prior to the submission of Paid-In-Full/Cost Exceed Recovery (PIF/CER) EFT.   

Misdirected Payments and Postdated Checks

Section 2.7 SOW

The PCA is strictly prohibited from soliciting the receipt and processing of payments under this contract. The PCA is also prohibited from soliciting postdated checks.  ED’s Payment Center (NPC) will not accept post-dated checks. 

Any payment received by the PCA will be immediately forwarded to NPC by certified mail on the day of receipt.  The PCA will retain one copy of the payment instrument and fax or deliver one copy to the Monitor on the same day the payment was received.  The PCA will also send a letter to the borrower advising them of the correct address for sending future payments via the next regular transmission of letter requests to ED.

The PCA will submit an Excel spread sheet with the SSN, payment amount and date of receipt of all payments.  The spreadsheet will be submitted on a monthly basis at the end of each month.

AUTO PAY

When soliciting auto pay payments, the PCA will document the agreement on the L102 screen.  These checks are processed each month by the agency staff.  All auto pay checks shall be kept in a locked and secure area with limited access to the staff.  The PCA is responsible for all penalties and fees incurred by the borrower due to any errors made by the PCA staff in processing of the auto pay payments i.e. duplicate posting of payments, early processing of payments, etc.

SPEED PAY

In order to set up the speed pay process, the PCA will need to contact Joe Pollycaster, Sales & Marketing Representative at 703-550-7052.   The payments are processed by E-Systems at the National Payment Center.   This service involves a contract between the PCA and Speed Pay.  ED will not get involved unless a problem occurs in the processing of these payments.

THE COSTS OF THESE SERVICES SHOULD NOT BE PASSED ON TO THE BORROWER.

Payments Directed to Specific Debts

Directed payments are payments received with specific instructions on how to apply the payment.  

NDSLs and Pell Grant Overpayments cannot be included in Loan Rehabilitation and no debt can be consolidated if there is an outstanding judgment.  For these reasons, a borrower may want to pay off a specific debt.  They should indicate this by writing the debt ID number directly on the payment instrument. 

Borrowers occasionally request that their payment be applied in a specific manner such as “apply only to principal” or “not to be applied to fees or charges”.  Such instructions will be ignored and the payment will be processed as a regular payment as if no special instruction was indicated.

AmeriCorps and National Service Trust Payments

Upon receipt of these forms the PCA will forward the document to PIC for completion.  The agency will not receive credit for these payments.

Department of Defense Loan Reimbursement Loan Program

Upon receipt of requests for loan information from the Department of Defense, the PCA will forward the document to PIC for completion. The agency will not receive credit for any payments received under this program.

Credit Card Payments Processing

As of April 1998 the Department along with Financial Management Services, Mellon Bank, and Riggs National Bank partnered to establish the Department’s first on-line collection tool.  The web-site can be accessed using web address https://dcs.ed.gov.  The creation of this automated credit card payment site is another way of assisting our customers with alternative payment options.  This system accepts Visa, MasterCard, American Express, and Discover card as well as Visa and MasterCard check cards.

There are two types of credit card transactions: Sale (credit card transaction without prior bank authorization) and Force (voice authorization).  The Force transaction will be used only in those instances where it is necessary to obtain an authorization number before the credit card payment can be processed.   Please direct any inquiries you may have pertaining to this system to the Contracts Services Branch @ 404/562-6010 or fax 404/562-6110.

Input Process

Use the “single-step processing form” (exhibit A) to input the PCA information, borrower’s, payment, and if appropriate input data on third party information (reference note below).  Upon completing the single-step form select the “submit payment information” button then select the “confirm payment information”(exhibit B) button on the second single-step form, which displays in bold “red” print the mandatory input fields for this particular screen.

If the credit card and the borrower information is the same, check(() the applicable box under  “credit card information” section on the single-step form.  If the credit card is that of a third party, leave this box blank and fill in the required data in order to proceed to the next screen. The following information must be obtained when processing credit card payments involving third parties: name on credit card (if other than borrower), relationship to borrower, current address, and telephone number.     

Once the single-step form has been completed continue to the “credit information submit screen” (exhibit C).  This screen is used to process the credit card payment and will give you confirmation that your transaction was processed  approved or denied.  If your transaction is approved the “credit card payment completed successfully screen” (exhibit D) will appear.

Transactions that are denied for processing will be identified by an error message on the credit information screen.  You should contact your monitor if the error message reads “Voice Authorization Requested”. Do not attempt to obtain manual approval codes for transactions indicating “Voice Authorization Requested”. This information is made available to ED automatically at the same time you receive the notification message.  All other error messages such as; invalid card number, invalid expiration date, or insufficient funds (debit cards), must be addressed to the borrower. 

Web Browser Requirements 

What type of Web browser do I need to access the site?

The credit card payment site requires only the use of the 128 bit encryption version of either Internet Explorer version 4.01 or 5.0. Some PCAs have reported problems with the use of the Netscape Navigator/Communicator and it is not recommended for use with this site.

How can I tell if my browser meets the requirements specified?

Internet Explorer 4.01/5.0: Choose the Help menu and select 'About Internet Explorer'; Look for a reference called 'Cipher Strength.' If it says 40-bit encryption, you must download the 128-bit encryption patch and upgrade your browser. 

Availability of Payment System 

Can borrowers access the Web site to submit payments? 

Yes. As long as the borrower's Web browser meets the requirements, they can access the site themselves and submit payments. However, your agency may not know if the payment was approved or denied for 3-4 working days.

When is the payment system available to submit payments?

Due to Mellon Bank’s (ED’s depositor) processing schedule you can only submit payments Monday - Friday from 7:00a.m-12 midnight(EST).  Please refrain from input during the weekend as those items will not automatically be calculated and associated with any other deposits previously entered on the preceding business week. Any credit card payments input outside of the required 5-day business week will have to be manually included with a deposit to the National Payment Center (NPC) and not necessarily during the month in which they were input. 

Credit Cards Not Accepted 

Why won't the Web site accept payments submitted with Visa or MasterCard debit (check) cards?

There are two different types of debit cards:

On-line debit cards: these require the use of a PIN (Personal Identification Number) and cannot be used on the credit card payment Web site.

Off-line debit cards: these debit cards do not require the use of a PIN and can be used on the payment site. You should confirm with the borrower that they are paying with an off-line debit card.

Payment Postings

How long does it take for credit card payments to post to E-Systems?

You should see the payment posted on the R103 screen 3-4 working days after you submit the payment. Therefore, if you need a payment posted before the end of the month closeout, you should submit your payments at least 5-days before the last day of the month.

Records keeping & staffing

All credit cards processing forms should be retained for a period of one (1) year in a secured area and either shredded or burned when destroyed.  This activity requires staffing of two (2) staff members a primary and alternate with a supervisor assigned to insure that all credit card information is safeguarded against unauthorized use.

Credit Card Form

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	RESTRICTION:  DO NOT ACCEPT CREDIT CARD PAYMENTS ON ANY ACCOUNTS WHERE A DISPUTED DEBT EXISTS.

	
	
	
	
	
	
	
	
	
	
	

	FAX PROCESSING FORM TO:  (801) 409-4279

	
	
	
	
	
	
	
	
	
	
	

	AGENCY CODE: (IF APPLICABLE)
	COLLECTOR NAME: (OR OTHER CONTACT)
	DATE OF REQUEST:

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	BORROWER INFORMATION

	ACCOUNT NAME:
	
	
	
	
	
	
	
	

	LAST:    ____________________________________________________________________________________

	
	
	
	
	
	
	
	
	
	
	

	FIRST (M):  _________________________________________________________________________________

	
	
	
	
	
	
	
	
	
	
	

	ACCOUNT NUMBER:  _____ _____ _____ / ____ ____ / ____ ____ ____ ____
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	CREDIT CARD INFORMATION

	***CREDIT CARD NUMBERS ARE CONFIDENTIAL***DO NOT STORE IN DATABASE***

	CREDIT CARD #:
	
	
	
	
	
	CARD TYPE: (CHECK ONE)

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	[  ] VISA      [  ] MASTERCARD

	PAYMENT AMOUNT:
	
	
	
	EXPIRATION DATE:
	
	

	
	
	
	
	
	
	
	
	[  ] AMERICAN EXPRESS

	
	
	
	
	
	
	
	
	
	
	

	NAME & CUSTOMER SERVICE TELEPHONE OF CREDIT CARD ISSUER:
	[  ] DISCOVER
	

	(THIS INFORMATION IS REQUIRED IN ORDER TO PROCESS VOICE AUTHORIZATIONS)
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	NAME ON CREDIT CARD (IF OTHER THAN BORROWER)
	RELATIONSHIP TO BORROWER:
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	NOTE:  IF NAME ON CARD IS OTHER THAN BORROWER, PROVIDE CURRENT ADDRESS AND CURRENT TELEPHONE NUMBER

	
	
	
	
	
	
	
	
	
	
	

	_______________________________________________________________________
	_______________

	STREET ADDRESS
	
	
	
	
	
	
	
	APT. #(IF APPL.)

	
	
	
	
	
	
	
	
	
	
	

	_________________________________________________________________________________________________

	CITY, STATE & ZIP CODE
	
	
	
	
	(AREA CODE & TELEPHONE NUMBER)

	
	
	
	
	
	
	
	
	
	
	

	FOR US DEPARTMENT OF EDUCATION USE ONLY

	CREDIT CARD DENIED DATE:
	APPROVAL NUMBER:
	OTHER:

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	(Revised 6/99)
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	


Western Union

Borrowers can make payments via Western Union Quick Collect.  The collector should inform the borrower that ED participates in Western Union's Quick Collect program and provide the borrower this number 1-800-325-6000 to call for the most conveniently located Western Union office. The collector must also provide the ID code for transmittal. Each PCA will be assigned their own individual ID code. The borrower should be instructed to take their payment to the nearest Western Union office. The collector should explain that Western Union accepts cash only, and there is an $11.95 fee charged at the time of the transaction. This fee cannot be deducted from the borrower’s payments.  Western Union Quick Collect payments will be posted on the Payment History Screen, (R103), as PY. Payments received at NPC prior to 10:30 a.m. Central Time will be posted the same day. Those received after 10:30 a.m are guaranteed to be posted within 4-5 business days. It is the borrower’s responsibility to research any missing Western Union payment.  A list of the current Western Union Codes are below and a sample copy of the Western Union Payment form is on the next page.

	AGENCY
	AG#
	CODE CITY

	Allied Interstate
	502
	Aidoe, MN

	Aman Collections
	504
	Edqc, SD

	DCS, Inc
	506
	NONE

	Education Credit Svcs.
	508
	Ecsfred, VA

	Equifax
	510
	Mug, GA

	Fin Asset Mgt.
	512
	Fams, GA

	G.C. Svcs
	514
	Kville, TN

	General Revenue
	516
	Ed, OH

	NCO Financial
	518
	Ncofw, PA

	NCI, Inc. 
	520
	NONE

	AM Miller 
	522
	Osi, MN

	A M Miller
	522
	Osi, GA

	PCR
	524
	Durango, NY

	Unger & Assoc 
	526
	Firstplace, IL

	Van Ru Credit
	528
	Aic, IL

	St Hill Associates
	530
	Collectone

	Finanical Collection Agency
	534
	Edbucks, PA

	National Asset Mgt.
	536
	Nam, GA


The PCA should call 1/800/525-6313 ext 149 to set up their code city.
Conditionally Endorsed Payments

The National Payment Center (NPC) screens both payment instruments and borrower correspondence for conditional language. They have a $25.00 parameter for paid in full accounts. NPC will review the ED-DCMS R109 for the dollar balance; and for collection agency accounts they will include the projected collection agency fees. NPC will also review the ED-DCMS L102 screen, the collector notepad, to look for compromise information. The NPC will contact the monitor for those payments they are unable to accept, and the monitor will decide if the payment can be deposited. If the payment cannot be accepted, NPC will document the L102 that the check is being returned to the borrower.

Unidentified Payments

Payments that are unidentified or that cannot be posted to an account will go into suspense and will be listed on the Unidentified Payments Report (Suspense Report). A list of current suspense reasons follows on the next page.  The NPC does not research unidentified payments prior to payment processing; unidentified payments are researched after payment posting.  

The PCA should contact the monitor to request the Suspense Report be printed at the PCA site. This report will cover payments received in the previous month. We will not begin requesting this report until 60 days after the first transfer of accounts. A sample copy and explanation follows this section.  When the PCA is notified by a borrower that a payment has not been posted, the PCA should direct the borrower to send in a copy of the front and back, of the payment instrument. If the canceled check is unavailable, information such as the check number, date, amount, etc. is required. The PCA will then review the Suspense Report for identification of the payment and complete the Suspense Removal Request form. The Suspense Report and a copy of the payment instrument should be sent to the monitor so that the payment can be posted to the account.

 SUSPENSE REASONS

1) AN IDENTIFED SUSPENSE PAYTRX IS UNPROCESSABLE.

2) NO POST CONTROL OWNER RECORD FOUND FOR PAYTRX RECORD.

3) POSTING CONTROL PAYTRX OWNER DOES NOT HAVE STATUS OF ‘M’,‘N’, ‘P’, OR ‘R’.

4) ACCOUNT NOT FOUND.

5) INVALID ‘ED’ LOCATION CODE FOR ACCOUNT-THE NUMBER PORTION OF THE

ACCOUNT OWNER CODE IS NON-NUMERIC.

6) ACCOUNT IS CLOSED

7) NO ACTIVE DEBTS (ACCOUNT DEBT ACTIVE FLAG IS NOT ‘Y’)


8) NO ACTIVE DEBTS (PAYMENT INSTRUCTION RECORDS EXCLUDED ALL DEBTS).

9) NUMBER OF DEBTS EXCEED POSTING’S INTERNAL TABLE SIZE (50).

10) INVALID TRANSACTION TYPE FOUND IN PAYTRX RECORD.

11) FEDERAL DEFAULTER ACCOUNT RECORD NOT FOUND FOR ACCOUNT.

12) FEDERAL DEFAULTER STAT RECORD NOT FOUND FOR ACCOUNT.

13) NO YEAR MATCH FOR FDP STAT ON ACCOUNT.

14) NO FEDERAL DEFAULTER DEBT RECORDS FOUND FOR ACCOUNT.

15) NO MATCHING FEDERAL DEFAULTER DEBT RECORDS FOUND FOR ACCOUNT.

16) THE TOPCURR-YR RECORD WAS NOT FOR ACCOUNT.

17) NO TOP FEE WAS FOUND FOR ACCOUNT.

18) NO TOPOFF RECORD WAS FOUND FOR ACCOUNT.

19) NO TOPPYR RECORD WAS FOUND FOR ACCOUNT.

20) NO TOPDEBT RECORD WAS FOUND FOR THE ACCOUNT.

21) NO MATCHING TOPDEBT RECORD WAS FOUND FOR ACCOUNT.

22) THE ASSIGNED DATE ON THE COLLECTION AGENCY HISTORY RECORD IS INVALID.

23) THE RETURN DATE ON THE COLLECTION AGENCY HISTORY RECORD IS INVALID.

24) THE COLLECTION AGENCY DEBT WAS NOT FOUND.

25) IN TRYING TO PLACE THE ACCOUNT ON BILLING, THE NUMERIC PORTION OF THE 

ACCOUNT OWNER CODE (3-5) WAS FOUND TO BE NON-NUMERIC.

26) AN INVALID DATE WAS FOUND ON THE PAYTRX RECORD.

27) NO DEBTS WERE SELECTED FOR TRANSACTION APPLICATION

(IE.   NO TOP DEBTS FOUND FOR AN OFFSET).

28) A BOUNCE WAS FOUND WITH A TRXREL HAVING NO OWNING PAYTRX.


(THE BOUNCE WAS NOT PROPERLY HOOKED TO ORIGINAL PAYMENT).

29) A BOUNCE WAS FOUND WITH A TRXREL HAVING NO OWNING PAYTRX.

       (THE BOUNCE WAS NOT PROPERLY HOOKED TO ORIGINAL PAYMENT).

30) A BOUNCE WAS FOUND WITHOUT A TRXREL RECORD.

31) A BOUNCE TRANSACTION WAS FOUND WITHOUT A STATUS OF ‘M’, ‘N’, OR ‘P’.

32) A PAYDTL RECORD IDENTIFIED A DEBT NOT FOUND ON THE ACCOUNT.

33) UNABLE TO FIND ORIGINAL PAYTRX FOR A REVERSE TRANSACTION.

34) A PAYDTL RECORD IDENTIFIED AN INELIGIBLE DEBT ON THE ACCOUNT.

35) AN NDSL PGM SPEC REC WAS NOT FOUND FOR THE ACCOUNT (NEEDED FOR

CA’S AND CLOSED SCHOOL).

36) AN NDSL PGM SPEC REC WAS NOT FOUND FOR THE ACCOUNT (NEEDED FOR

THE NDSL CANCEL’S (CA’S)).

37) THE MONTH END PROCESS IDENTIFIEC A STUDENT REFUND HOWEVER, THE

ACCOUNT IS NOW GREATER THAN ZERO.

38) THE DEBT SPECIFIED FOR A DIRECTED PAYMENT DOES NOT EXIST ON THE 

SELECTED ACCOUNT.

39) THE ORIGINAL PAYMENT WAS NOT FOUND A BOUNCE.

40) THE OFFSET PAYTRX IS IN SUSPENSE.

41)  PAYMENT PENDING AUTOMATIC TRANSFER TO TGA.

42)  PAYMENT PENDING RESEARCH AND MANUAL RESOLUTION FOR TRANSFER TO  TGA.

43) UNUSED

44)  ATTEMPT TO APPLY PAYMENT TO ACCOUNT WITH ZERO BALANCE.




Agency #___________

SUSPENSE REMOVAL REQUEST

---------ACCOUNTING DATA---------

(from unidentified payments report)

SSN:



_ _ _  -  _ _  -  _ _ _ _

RECEIVE DATE:

_ _  /  _ _   /  _ _

PAYTRX SEQNBR:
_ _ _ _ _ _

ITEM NUMBER:

_ _ _ _ _ _ _ _ _ _ _ _

AMOUNT:


_  _  _  _  _  _ . _  _

--------------------------------POSTING DATA----------------------------

New Account Number:

_  _  _  -  _  _  -  _  _  _ _

Name:


_________________________________

Street:


_________________________________





_________________________________

City:

______________  State: _________  Zip: __________

Notes:
____________________________________________



____________________________________________



____________________________________________

________________________________

Requested by                                  Date

________________________________

Input by                                           Date

Rev. 11/00

THE INVOICING PROCESS

Introduction
This section describes how the PCA’s will bill the Department for services rendered.   In brief, the process is as follows:

· Each month, E-Systems will aggregate each PCA’s collections by type (consolidation, rehabilitation, and regular) as well as the administrative resolutions and litigation preparations.  At the end of the month, E-Systems will generate two report types:  detail reports listing each transaction for which a commission or fee is to be paid, and  summary reports.  These reports will be delivered to Atlanta Contract Services Branch (CSB) for review.

· CSB will determine any adjustments that need to be made and prepare an adjustments memorandum (if necessary).

· CSB will prepare an invoice voucher that incorporates both the raw collections and fees as reported by E-Systems, as well as any adjustments.  This voucher, along with copies of the E-Systems reports and Adjustments Memorandum will be sent to the PCA for review.

· If the voucher is acceptable, the PCA will sign and return the voucher to the Department’s Grants and Contracts Service.  Any discrepancies will be reported to CSB and CSB will prepare a new voucher as appropriate.

The Invoice Voucher
The invoice voucher (OMB Form # 1034) is the PCA’s signed statement billing the Department for services rendered.  By signing this document, the signer avers that the services for which the Department is being billed have been performed in compliance with the contract and with all applicable laws and regulations.
What follows is a facsimile of a voucher, with key items numbered.  These items are described in detail below.
[image: image1.wmf]




Date of Delivery or Service:  The month in which the collections occurred (or the resolved account was returned to the Department).


Line Item:  The commission, adjustment, incentive or fee category.


Collections or Resolutions:  For collections, adjustments to collections and incentive bonus, this is the aggregate amount of collections subject to commission, commission adjustment or bonus.  For administrative resolutions and litigation preparations, this is the total number of packages prepared by the PCA (or the number of packages by which the gross total is being adjusted).
  These figures are reported on the E-Systems reports and Adjustments Memorandum.


Rate or Unit Cost:  For collections and incentive bonus, the commission rate for that line item.  For administrative resolutions and litigation preparations, the cost per package prepared.


Commission or Fee:  The aggregate amount of commissions of fees due for that line item. 


Total Due:  The amount due the PCA for that month’s activity.

When the Voucher is Received
The voucher will be submitted to the PCA for review after the end of the month, and will be accompanied by the E-Systems reports and Adjustments Memorandum (if necessary).  Upon receipt, the PCA should:

· carefully review the voucher and accompanying documentation to ensure that all values are correct, and that any adjustments the PCA requested and the Department approved have been reflected.  Report any discrepancies to CSB—do not alter the voucher directly.
· sign and date the voucher

· make a copy of the entire package

· return the original voucher, and copies of the accompanying documentation to the Department’s Grants and Contracts Service, to the attention of your designated Contract Specialist (the address for GCS is shown on the voucher).

The Prompt Payment Act requires that the Government reimburse its vendors within 30 days of the receipt of a valid voucher.

The E-Systems Collections Reports
These documents, generated by E-Systems, are the basis for determining how much an PCA should be paid.   Although these reports are generally accurate, the PCA should review them carefully and report any discrepancies to CSB—errors do happen and the Department is committed to compensating its PCAs correctly.  What follows are facsimiles of the various detail and summary reports, with accompanying descriptions of key items.

The Collections Detail Report
This report itemizes every payment posted during the month.  Individual detail reports will be generated based on the various commission rates in effect, i.e. separate detail reports will be generated for regular payments and for consolidation and rehabilitation payments.

	
REPORT DATE: 11/02/97                       U.S. DEPARTMENT OF EDUCATION                   

    PROGRAM: GDCAR715                   FEDERAL FAMILY EDUCATION LOAN PROGRAM

                                        COLLECTION AGENCY REPORTING SUBSYSTEM

                                           COLLECTION AGENCY PAYMENT REPORT

                                             REGION : 04       ATLANTA

                                             AGENCY : AG 484   FRIENDLY COLLECTORS

                                                FOR : OCTOBER  1997

                                               RATE : 24.00%

            POSTING         ACCOUNT          PAYMENT         PAYMENT     COLLECTION

                  DATE           NUMBER            DOR           AMOUNT         TYPE        CHECK NO.

               ----------   ---------------    ------------   ------------   -----------   ------------

                19971001     S-123-45-6789       19970930          $100.00       RG           000000125

                19971001     S-234-56-7891       19971001          $200.00       RG           000002052                          





Posting Date:  The date the payment is actually posted to the system.


Payment Date of Receipt:  In general, this date correlates to the “Effective Date” associated with the transaction on the system R103 screen.  Note that E-Systems has three days from payment receipt in which to post the payment.


Commission Month:  The month in which the collections posted.  This correlates to the “Date of Delivery of Service” on the voucher.


Collection Type:  This correlates to the transaction type associated with the transaction on the system R103 screen.


Check Number:  The payment instrument’s serial number.

The Collections Summary Report

This report gives the aggregate amounts from the various detail commission reports.

	REPORT DATE: 11/02/97                       U.S. DEPARTMENT OF EDUCATION                   

    PROGRAM: GDCAR710                   FEDERAL FAMILY EDUCATION LOAN PROGRAM

                                        COLLECTION AGENCY REPORTING SUBSYSTEM

                                     MONTHLY COLLECTION AGENCY COMMISSION REPORT      

                                                       (COMMISSIONS)

                                             REGION : 04       ATLANTA

                                             AGENCY : AG 484   FRIENDLY COLLECTORS

                                                FOR : OCTOBER  1997

      RATE: 25.00%    NET COLLECTION AMOUNT:  $10,000,000.00      COMMISSION:   $2,500,000.00

        RATE: 12.00%    NET COLLECTION AMOUNT:   $1,000,000.00      COMMISSION:     $120,000.00

        GRAND TOTALS    NET COLLECTION AMOUNT:  $11,000,000.00      COMMISSION:   $2,620,000.00



The Administrative Resolutions Detail Report

This report itemizes every account returned as an administrative resolution, and lists the resolution type:  disability (DIS), death (DEA), bankruptcy (BAN), or cancellation (CAN).
	REPORT DATE: 11/02/97                       U.S. DEPARTMENT OF EDUCATION                   

    PROGRAM: GDCAR715                   FEDERAL FAMILY EDUCATION LOAN PROGRAM

                                    COLLECTION AGENCY ADMINISTRATIVE FEES REPORT      

                                             REGION : 04       ATLANTA

                                             AGENCY : AG 484   FRIENDLY COLLECTORS

                                                FOR : OCTOBER  1997

           RETURN              ACCOUNT                  FEE         RETURN

                DATE               NUMBER                   AMOUNT      REASON

           --------------    ----------------         --------------    -------

              19971001         S-123-45-6789                 $40.00       DIS

              19971002         S-234-56-7891                 $40.00       BAN

              19971003         S-345-67-8912                 $40.00       DEA



The Administrative Resolutions Summary Report

This report summarizes the resolutions, by day and by type, and provides totals for the day and the month.  

	
REPORT DATE: 11/02/97                       U.S. DEPARTMENT OF EDUCATION                   

    PROGRAM: GDCAR715                   FEDERAL FAMILY EDUCATION LOAN PROGRAM

                                        MONTHLY COLLECTION AGENCY FEES REPORT

                                             (ADMINISTRATIVE RESOLUTIONS)

                                             REGION : 04       ATLANTA

                                             AGENCY : AG 484   FRIENDLY COLLECTORS

                                                FEE : $40.00

                                                FOR : OCTOBER  1997

          ---BANKRUPTCY---        -- CANCELLATION---       -----DEATH -------       --- DISABILITY ----      ---GRAND TOTALS---

RTN  NBR    CURRENT           NBR    CURRENT           NBR    CURRENT           NBR    CURRENT           NBR    CURRENT    

DATE ACT    BALANCE    FEES   ACT    BALANCE    FEES   ACT    BALANCE    FEES   ACT    BALANCE    FEES   ACT    BALANCE    FEES

---- ---    -------    ----   ---    -------    ----   ---    -------    ----   ---    -------    ----   ---    -------    ----

 01    1  $1,110.00    $40.00   0       $.00      $.00   0       $.00      $.00   0       $.00      $.00   1  $1,110.00    $40.00

 02    0       $.00      $.00   0       $.00      $.00   2   $6400.00    $80.00   0       $.00      $.00   2  $6,400.00    $80.00

TOT  ___ __________ _________ ___ __________ _________ ___ __________ _________ ___ __________ _________ ___ __________ _________

ACT    1                        0                        2                        0                        3

BAL       $1,110.00                     $.00                     $.00                     $.00                $7,510.00

FEES                   $40.00                     $.00                   $80.00                     $.00                  $120.00       







Day:  The day of the month identified in the report header on which the resolved accounts were returned.

Number of Accounts:  The number of accounts returned on that day for that type of resolution.

Current Balance:  The total account balance, for the accounts returned on that day for that type of resolution.

Fees:  The total fees due, for the accounts returned on that day for that type of resolution.

Totals by Resolution Type:  The total number of accounts, total account balances, and total fees for the month for that type of resolution.


Grand Totals:  Totals all activity for that day.  The column totals in the report footer represent the gross activity for the month.

The Litigation Preparations Detail Report
This report itemizes each account for which a litigation preparation package has been submitted.

	REPORT DATE: 11/02/97                       U.S. DEPARTMENT OF EDUCATION                   

    PROGRAM: GDCAR715                   FEDERAL FAMILY EDUCATION LOAN PROGRAM

                                    MONTHLY COLLECTION AGENCY FEE REPORT      

                                             REGION : 04       ATLANTA

                                             AGENCY : AG 484   FRIENDLY COLLECTORS

                                                FOR : OCTOBER  1997

           RETURN              ACCOUNT                CURRENT            

                DATE               NUMBER                 BALANCE  

           --------------    ----------------         --------------    

              19971001         S-123-45-6789               $2040.00       

              19971002         S-234-56-7891               $1110.00       




The Litigation Preparations Summary Report

This report summarizes the litigation preparations by day and totals it for the month.

	REPORT DATE: 11/02/97                       U.S. DEPARTMENT OF EDUCATION                   

    PROGRAM: GDCAR715                   FEDERAL FAMILY EDUCATION LOAN PROGRAM

                                    MONTHLY COLLECTION AGENCY FEE REPORT 

                                            SUMMARY LITIGATION     

                                             REGION : 04       ATLANTA

                                             AGENCY : AG 484   FRIENDLY COLLECTORS

                                                FOR : OCTOBER  1997

                               RTN            NBR       CURRENT

                               DATE           ACT       BALANCE            FEES

                               ----           ---      ---------      -----------

                                01             11    $200,000.00          $440.00

                                15             10    $185,000.00          $400.00

                                              ___    ___________        _________

                        TOTAL                  21    $385,000.00          $840.00




The Adjustments Memorandum
The E-Systems reports capture gross collections
, resolutions and litigation preparations for the month.  Occasionally, these figures need to be adjusted; a few of the more common adjustment reasons are as follows:

· a payment is refunded

· a payment is mis-coded (for example, a Federal Defaulter payment is coded as a voluntary borrower payment)

· an account is consolidated even though the borrower did not qualify for consolidation

· a payment posts after the account has been recalled but the PCA is entitled to a commission

· an administrative resolution is incorrectly completed

· an account is improperly recalled when an administrative resolution is appropriate

· a litigation package is improperly completed

· the PCA compromises an account for less than what the Department’s guidelines allow, or without securing prior Departmental approval for a discretionary compromise

The adjustments memorandum will group adjustments of like type together, and will explain the reason for adjustment for that group.  The individual adjustments will be detailed as follows:

          Trans.                                       

Account   Effctv.   Trans  Trans   Comm.  Adjustment   Incntv  Incentive

Number    Date      TP RS  Amount  Rate   Amount       Rate    Adjustmnt

123456789 01/01/97  RG VO  $50.00  25.00%    -$12.50     5%       -$2.50

Transaction Effective Date:  The effective posting date of the transaction for which the commission was initially paid (or should have been paid)—not the effective or posting date of the refund.

Transaction Type and Reason:  The explanation of these codes can be found in the documentation for the E-Systems R103 screen.

Transaction Amount:  For refunds, this is the amount of the refund.  For other adjustments, this is the amount of the transaction for which the commission was initially paid (or should have been paid).

Commission Rate:  The rate that was paid, or should have been paid, for the transaction.

Incentive Rate:  The incentive rate in effect when the transaction effectively posted.  Note that these incentive rates will change every four months.  Thus, any given adjustments memorandum may include adjustments to transactions which occurred under more than one incentive rate.  Because of this, no single incentive bonus rate can be reflected on the voucher.

Unapproved Compromises

Unapproved compromises represent a special kind of adjustment.  In this situation, the Department recovers from the PCA the amount of net collections lost to the Department by the compromise—that is, the difference between what the Department realized in net collections from the compromise minus what the Department would have realized had the normal compromise guidelines been followed.

Avoiding Adjustments

The Department realizes that downward adjustments can be problematic for its PCAs:  the PCA has already paid a commission to its collector, but the adjustment is not made for several months—perhaps after that collector is no longer on the payroll.  

Most adjustments result from refunds, and most refunds occur on consolidated accounts.  To some degree, this is unavoidable:  for example, when borrower payments post in the interval between certification and when the consolidation payment is received.  The PCA can mitigate the effect in this instance by checking the account balance on accounts immediately after the consolidation payment posts—if the account is overpaid, the PCA should understand that the Department will recompute what was owed on the account when the consolidation payment was received, and will refund any excess back to the lender.  Importantly, the amount of the refund may be larger than the credit balance reflected on the account.

Often, borrowers continue to send payments after consolidation; all of these payments will eventually be refunded, as well.  To avoid this, the PCA should contact borrowers immediately after the consolidation payment posts and remind the borrower that subsequent payments should be sent to the new lender.

Finally, the PCA should conduct careful quality control of its own activities.  The Department will reverse commissions or fees as appropriate in instances where the PCA is not in compliance with the contract or applicable laws and regulations. 

Requesting Adjustments

Attentive PCAs will occasionally detect posting problems or other instances in which they feel entitled to a commission that was not paid.  Such situations should be promptly reported to the contract monitor. The PCA must submit a memo to the monitor requesting commission for any payment or administrative resolution or litigation fees not listed on the monthly commission report. For adjustments involving payments, the memo must include the borrower's name, account number, payment effective date, payment amount, and the reason. For adjustments involving administrative or litigation fees, the memo must include the borrower's name, account number, and the reason. The PCA must attach any supporting documentation.  No manual adjustments will be made for items that will appear on next month’s reports.  The monitor will respond to the memo informing the PCA of the decision and the status of the commission adjustment requests.  PCAs should not alter the voucher directly or attempt to append their own adjustments documents; only adjustments approved by CSB, and reflected on CSB’s Adjustments Memorandum, will be accepted.

ACCOUNT RETURN PROCESS

EFT Transmittal Documents to be filed

The U.S. Department of Education must send supporting documentation to substantiate the write-off of a debt to the borrower’s permanent file.  When submitting EFT Transmittal Form for approval you must also include the Single Sheet Update (SSU) form and itemize each account being submitted for return.

· The SSU form must be completed with the borrower’s name, Social Security Number and one debt ID number.   

· The same Debt ID number must be written clearly in the top right hand corner of each document on Chapter 7 Bankruptcies, Disability Forms 1840 and 1172 (old form), and death verification forms, i.e. death certificates, etc.

· This SSU form can be used in lieu of your transmittal sheet.

· If the above instructions are not followed and the proper SSU form submitted, your transmittal form will be rejected.

TAPE/EFT TRANSMITTAL FORM

TO:
U.S. DEPARTMENT OF EDUCATION


STUDENT LOAN PROCESSING CENTER


6201 INTERSTATE 30


GREENVILLE, TEXAS  75402

________________________________________________________________

CREATION DATE:

TAPE NUMBER OF VOLSER

SHOULD EQUAL INTERNAL LABEL:

DATA SET NAME:  GSL CARRET AGENCY NO:______________

TYPE OF RECORDS ON TAPE/EFT:  BAN  BNK  CAN   CER   CPR   DEA   DIS   PIF   INA/UNL
                                                                       (Circle type of Tape/EFT Submitted)

SIGNATURE & DATE OF ED REGIONAL CONTRACT MONITOR:


EFT APPROVED:___________   EFT REJECTED:_______________

# OF RECORDS:

STANDARD LABEL:

LRECL:

_____________________________________________________________________

BLOCK SIZE:

BPI:

RETURN EFT TO:

CONTACT PERSON & TELEPHONE NUMBER:______________________________________________

Rev. 11/00

 DO NOT ALTER OR REVISE THIS FORM

SINGLE SHEET UPDATE (SSU)

FFEL OPTICAL IMAGING DATABASE

RAYTHEON E-SYSTEMS

       ISG

SLPC, GREENVILLE, TEXAS

	ORIGINATION INFO:

REGION OFFICE _______________________      PHONE NO ______________________

USER I.D. __________________________




Contents of this package separated by Debtor/Debt ID/SSN, all documents included will be imaged and DESTROYED.
	
	NAME
	DEBT I.D. #
	SSN

	1
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	13
	
	
	

	14
	
	
	

	15
	
	
	

	16
	
	
	

	17
	
	
	

	18
	
	
	

	19
	
	
	

	20
	
	
	


Rev. 11/00

DO NOT ALTER OR REVISE THIS FORM
ADMINISTRATIVE RESOLUTIONS 

The PCA may determine that certain accounts can be cancelled as Administrative Resolutions due to the borrower’s death, total and permanent disability, bankruptcy or programmatic cancellation. These accounts are eligible for full, non-discretionary write-off by ED. In such situations, the PCA will perform the steps indicated for each category and provide the required documentation. All accounts approved by the PCA for write-off will be returned by specific categories on a weekly return EFT Transmittal Form.
Each EFT package sent to the monitor must include the Single Sheet Update (SSU) form.  The SSU must itemize each account being submitted for return.

· The SSU form must include the borrower’s name, Social Security Number and one Debt ID number.   

· The same Debt ID number must be written clearly in the top right hand corner of each supporting document .
· The SSU form can be used in lieu of your transmittal sheet.

· If these instructions are not followed and the proper SSU form is not submitted, your EFT will be rejected.

· Please review prior L102 notepad entries before you submit an account for write-off.  This issue may have already been addressed by ED and resolved.

· Refunds and overpayments should be listed and submitted on an IMF to the monitor.  Payments or offsets are eligible for refund if they are received:

Bankruptcy 
after the filing date

Death

after the date of death

Disability
after the borrower became unable to work.

Death

Section 3.4 A SOW

The borrower's death must be supported by an original or certified copy of the death certificate.

After verification of death and matching factors such as SSN and date of birth are reviewed, clearly document the L102 notepad on E-Systems. 

***DEACERT APPVD DOD 00/00/00 first initial last name

or

***DEACERT DENIED (state reason) first initial last name
Periodically ED runs a match with Social Security Administration (SSA) to identify deceased borrowers.  If an account is recalled through this match, the PCA will not receive an administrative resolution fee.  The exception is that the PCA must have documented the account prior to the SSA death match.

Disability

Section 3.4 B SOW

If a borrower claims to be disabled, the PCA will advise the borrower that a "Physician’s Certification of Borrower’s Total and Permanent Disability (OMB No. 1840-0707), must be completed by a doctor of medicine or a doctor of osteopathy legally authorized to practice in the state where the borrower resides.

(1) The PCA will forward the 1840 to the borrower within three (3) calendar days of the borrower's request for disability status. Upon completion of this action, the PCA should document their notepad with: 

***1840-fwd to borr. first initial last name****

(2) After the 1840 is returned the PCA will review the form to determine

      the borrowers eligibility for discharge.

A. Form 1840 must be an original, no photo copies or facsimilies are allowed. 

1. All parts of the 1840 must be completed by the 

                         appropriate person

a. Section I & II by the borrower or authorized representative
b. Section III by the doctor 

 *the doctor must sign the 1840 in ink and include 

  printed name, address and phone number
 *no one is allowed to sign for the doctor 
 *no stamped signatures are allowed 
 *only Medical Doctor(MDs) or Doctor of 
  Osteopathy(DOs) may sign.  No nurses, PhDs, 
  or chiropractors will be accepted. 

c. The 1840 is valid for 90 days, if older than 90 days 

                              the borrower and doctor must complete a new  form.

1. If the doctor indicates that the illness or injury (section III) started before the loan date (shown on R105, R106,R107), this is a pre-existing condition and is not eligible for cancellation.  The loan may be cancelled if the physician certifies that the condition has since substantially deteriorated so that the borrower is now totally and permanently disabled.
2.  Diagnosis(section III) 

a. The diagnosis provided must be clear and in

layman ‘s  terms. Certain diagnoses or abbreviations may require additional information from the doctor. In these cases, the PCA will send a letter to the physician with the 1840 attached.

Document the L102 with: ***DISAB DENIED pending clarification from doctor. (first initial/last name)

When the letter is returned by the doctor, verify that the doctor answered the questions, and make your determination based on the doctor’s response.
3. The PCA will retain the services of medical personnel to determine whether the doctor’s diagnosis meets the ED definition of total and permanent disability.

4. The PCA will secure a credit bureau report for the borrower’s employment information and contact any listed employer for verification.  A copy of this report should be attached to the back of the documents being submitted for review.  

5. The PCA will contact the American Medical Association or other State Licensing Agencies to verify that the doctor who signs the certificate is licensed to practice medicine in that state.  The PCA must document their notepad with this information.

Department of Veteran’s Affairs (VA Forms) 

Doctors employed by VA usually will not complete a non-VA form. In these cases, the doctor may submit a letter verifying the borrower condition (see VA documentation memo). The letter must contain the following:

· VA letterhead 
· the doctor’s signature only (same as above rule) 
· the diagnosis 
· the percentage that the borrower is disabled 
· if the borrower is unable to obtain gainful employment the doctor must state the date of onset and the date the borrower stopped working due to the disability

Once a determination has been made, document the L102 and send the borrower the appropriate letter:

Approved disability: ***DISAB APPVD effect 00/00/00(enter date borrower became unable to work). (first initial last name) 


Denied disability: ***DISAB DENIED (State reason. (first initial last name)
.

(When additional information is required from the doctor, send this letter, on your letterhead, along with the 1840)

_________
_________________________ 




RE: _____________________ _________________________ 




_________________________

_________________________

Dear ______________________: 

Thank you for completing the Total and Permanent Disability Cancellation Request for the above referenced individual.

We have reviewed the form and are unable to make a decision as to whether the condition meets our definition for total and permanent disability. Under the provisions of Federal legislation governing Department of Education Student Loans, the standards for determining disability for cancellation of the borrower’s loan obligation are more strict than standards under many other public and private program,  It is not unusual for a borrower who has been found disabled under another program to fail to qualify for student loan cancellation. Our definition of total and permanent disability requires that the borrower must be unable to engage in any substantial gainful employment activity because of a medically determinable impairment that is expected to continue for a long and indefinite period of time or to result in death.

  ____

/____/ Pre-Existing Conditions- The information you provided indicates that the borrower’s condition existed at the time they applied for the loan.  If the borrower’s condition has since substantially deteriorated so that the borrower is now totally and permanently disabled, please indicate below.

___________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Date ____________________

                Signature of Physician _________________________





                             Medical license number: _______________________

 _____

/____/ Please provide us with a clear and more complete diagnosis, in laymen’s terms, of the borrower’s condition. We will also need further clarification as to how the diagnosis will impact the borrower’s ability to work. 

____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Is the percentage of disability considered to be 100%? __________ 
If not, what percentage? __________ 
Is this condition temporary? __________ 
Will this person ever have the ability to engage in any 
form of employment or return to school? __________ 


Date ____________________


   Signature of Physician _________________________





                Medical license number: _______________________

Please return this form to: 

Sincerely, 

_______________________________ 
_______________________________ 
_______________________________





_______________________________


______________________ 
Rev. 11/00

DO NOT REVISE OR CHANGE

BANKRUPTCY OVERVIEW

Section 3.4. C SOW

Bankruptcy is a court procedure established by Federal statute to help borrowers who are unable to meet their financial obligations as they become due.  The goal is to give the borrower a “fresh start”.   There are two basic types of bankruptcies:

Liquidation: distributes all of the borrower’s assets, if any, among the creditors with the understanding that this partial payment closes the book on the debts.

Chapter 7 Bankruptcy (BK7) is a liquidation bankruptcy.  It is sometimes called a “personal bankruptcy” and usually takes 4 to 6 months to complete.  The BK7s received by ED are usually BK7s with no assets for distribution.  

Reorganization: sets up a new extended payment schedule, within the borrower’s means, under which the borrower pays all or only a portion of the debt.  It gives the borrower a fresh start by allowing extra time to pay the debt from earnings or wages rather than from liquidating the borrower’s estate.

Chapter 13 Bankruptcy (BK13) is a reorganization bankruptcy.  It is sometimes called a “wage earner bankruptcy” and usually takes 3 to 5 years to complete.

Chapter 11 Bankruptcy (BK11), sometimes called a “business bankruptcy” and 

Chapter 12 Bankruptcy (BK12), sometimes called a “farmer’s bankruptcy” are also reorganization bankruptcies, but ED rarely sees these bankruptcies for student loan borrowers.

IMPORTANT POINTS TO REMEMBER

A bankruptcy discharge order protects a borrower from collection action on a dischargeable student loan debt.  However, a borrower’s bankruptcy discharge does not protect a cosigner (i.e., co-maker or endorser) from liability for the debt: a cosigner remains liable for the debt regardless of whether the debt is dischargeable or nondischargeable.

As soon as the borrower files a petition in bankruptcy court, and until the bankruptcy proceeding is discharged, all creditors are barred from taking collection action against the borrower.  Failure to cease collection activity immediately upon receiving notice that a bankruptcy has been filed can result in being cited for Contempt of Court for failure to honor the Automatic Stay!

Upon becoming aware of a NEW OR RECENT BK7 or BK13, the PCA will immediately suspend all collection activity and stop AWG withholding.

BANKRUPTCY TERMINOLOGY
Date Petition Filed  The date the borrower files a bankruptcy petition in U.S. Bankruptcy Court. 

Automatic Stay The mandatory suspension of collection activity effective immediately upon the filing of, and lasting until the conclusion of, every bankruptcy proceeding.  A collection violation of the Automatic Stay can result in one’s being held in contempt of court.

List of Creditors  This is sometimes called a Schedule A-3 or Schedule of Debts.  This list is composed by the borrower and filed with the bankruptcy court.  The list itemizes all of the creditors and debts the borrower seeks to have discharged in the bankruptcy.
Notice of First Meeting of Creditors The notice sent by the bankruptcy court to listed creditors advising that a bankruptcy has been filed.  Along with other bankruptcy information, it contains the name and SSN of the borrower(s), the location of the court, the bankruptcy case number, and the date the bankruptcy petition was filed.

Proof of Claim (POC)  A document prepared by a creditor and filed in the court in an asset or wage earner bankruptcy.  Its purpose is to state the amount of the outstanding debt and the basis for the debt owed to the creditor as of the bankruptcy date. 

General (or Final) Discharge Order  This is sometimes called an Order for Discharge or Discharge of Borrower. The order entered by the bankruptcy court giving the borrower relief in bankruptcy.  By this order, those debts that are dischargeable are discharged. It does not necessarily discharge all scheduled (listed) debts, particularly student loans. A discharge order does not relieve the borrower of personal liability for non-dischargeable student loan debts even if those debts were listed in the bankruptcy schedule.

Dismissal  An action taken by the bankruptcy court to reject a petition for relief in bankruptcy. After a petition is dismissed, the debts listed in that bankruptcy’s schedule are treated as if the bankruptcy never existed.  These debts are then due and payable.

Summons and Complaint to Determine Dischargeability A document indicating that an adversary action has been filed by the borrower in court petitioning the bankruptcy judge to grant a special order specifically discharging the borrower’s student loans.  The receipt of such a document is to be considered a priority requiring expedited transfer to ED Litigation Branch. 

Non-Dischargeable in Bankruptcy A student loan that does not meet the requirements for discharge under 11 U.S.C. 523(a)(8)(A) when a general discharge order is entered in the bankruptcy by the court.  Collection of the student loan debt may then resume.

FOR ALL BANKRUPTCIES FILED BEFORE OCTOBER 8, 1998:

Student Loan Programs    Bankruptcy Filing Dates    Bankruptcy Filing Dates
                                             Dischargeable Periods    Non-Dischargeable Periods
 BK7---Effects of Bankruptcy Law Changes on Student Loan Dischargeability 

(If Bankruptcy Has Been Discharged By The Bankruptcy Court) 

________________________________________________________________

All Student Loans                  If loan listed in bankruptcy,

11 USC 32,35
              Dischargeable before 9/30/77

________________________________________________________________

FISL/GSL






9/30/77 thru 10/1/79 = 5 yr

20 USC 1087-3
                                                          (“The Gap Period”)

11 USC 35(a)9

________________________________________________________________

All NDSLs                              If loan listed in bankruptcy,

                                              Dischargeable before 10/1/79

________________________________________________________________

FISL/GSL/NDSL*





10/1/79 thru 5/27/91 = +5 yr

11 USC 523(a)(8)(A)




or else Nondischargeable 

________________________________________________________________

FISL/GSL/NDSL*





5/28/91 thru present = +7yr 

11 USC 523(a)(8)(A)




or else Nondischargeable

________________________________________________________________
BK13---Effects of Bankruptcy Law Changes on Student Loan Dischargeability 

                    (If Bankruptcy Has Been Discharged by the Bankruptcy Court)

________________________________________________________________

All Student Loans

 If loan listed in bankruptcy,  Dischargeable before 11/5/90

______________________________________________________________

FISL/GSL/NDSL*





11/5/90 thru 5/27/91 = +5 yr

11 USC 1328(a)2





or else Nondischargeable

________________________________________________________________

FISL/GSL/NDSL*





5/28/91 thru present = +7 yr

11 USC 1328(a)2


or else Nondischargeable

ALL STUDENT LOAN/GRANT DEBTS     10/08/98      NONDISCHARGEABLE

(With One Exception:  If Bankruptcy Judge Orders Undue Hardship Discharge)_

*All Student loans:      
5/7 years from date first payment became due to lender

*Grant overpayments: 
5/7 years from date of first demand for repayment

*Consolidation loans:  
5/7 years from beginning of consolidation loan repayment period (and not from dates of old, paid-off loans).

HOW TO HANDLE BANKRUPTCY DOCUMENTS

It is preferred that the following documents be received from the borrower or the Bankruptcy Court:

New BKs
Order for First Meeting of Creditors, stapled to the

List of Creditors or to a Bankruptcy Court Envelope.   

(If you receive an Order for First Meeting document directly from the bankruptcy court in a court envelope, it means that the addressee is already listed with the Court as a creditor.  In that case, additional List of Creditors information will not be necessary.)

Old BKs
Discharge of Borrower - in addition to the above.

Currently, ED is also accepting bankruptcy documentation obtained from Banko and Pacer.

To determine if a debt is dischargeable in bankruptcy, you will need to know when the debt first became due.  A reasonable estimate of a student loan debt’s first payment due date can be calculated from information on ED’s computer. It is the first day after the end of a student loan’s grace period;  i.e., the day the student left school + the grace period + 1 day = First Payment Due Date (FPDD).  Although the grace period usually is not on the computer, it can be determined from the debt’s interest rate.  To obtain FPDD:  

FISL(R105 Screen):
7% loan..CHTSDTE (“Ceased Half Time Study Date”) + 9 months + 1 day = FPDD.     9% loan..CHTSDTE (“Ceased Half Time Study Date”) + 6 months + 1 day = FPDD
GSL(R107 Screen):
7% loan..WITHDRAWAL (date attendance ceased) + 9 months + 1 day = FPDD                    8% loan..WITHDRAWAL (date attendance ceased) + 6 months + 1 day = FPDD                        9% loan..WITHDRAWAL (date attendance ceased) + 6 months + 1 day = FPDD 
         

NDSL(R106 Screen):  
LGRPERDTE (“Last Grace Period Date”) already identifies the grace period end date so LGRPERDTE + 1 day = FPDD.

FDSL(R116 Screen)
 Use WITHDRAWAL (date attendance ceased) + 6 months + 1 day = FPDD.   

ED's bankruptcy calculator is located on the PCA website.  You will need to access this program to make your determinations. 

-    On the PCA Web site, click on “Resources”.

· Select “Bankruptcy Discharge Calculator”.

· Choose the debt type for which you want to determine dischargeablility.

· Enter the appropriate date (CHTSDTE, WITHDRAWAL, or LGRPERDTE), the interest rate (in decimal form) and the bankruptcy filing date.

· Select the “Calculate” Option.

· The program will determine if the debt is dischargeable and display the results.

· Enter the Account Number, the Debt ID Number, and the bankruptcy case number before printing this screen.

· After you have printed the results, select “Calculate Another GSL Loan” or Calculate Another Loan Type” to continue.

· Print a determination for each debt on the account and attach each sheet to the documents you are submitting with the EFT.

BK7-All debts determined to be DISCHARGEABLE:

Immediately upon becoming aware of the BK7 case, the PCA will:

Suspend all collection activity on the account.

Annotate the L102:

“BK7 filed (filing date), Case #.___________, USBC, (Court’s City, State). FPDD (show first payment due date), Debt #_____________, Dischargeable       +5yrs (or +7yrs). (1st initial last name)”

In the event the BK7 has been discharged by the Court, add to L102 annotation:     

“BK7 # (Case #.)  discharged USBC on (discharge date).(1st initial ,last name).” 

Each dischargeable BK7 must have a Bankruptcy Calculator Worksheet attached along with all supporting documentation.

Submit the accounts to Contract Services Branch  weekly by BAN EFT for

ED approval.

BK7-All debts determined to be NON-DISCHARGEABLE:   

Immediately upon becoming aware of the BK7 case, the PCA will:

Suspend all collection activity on the account until you receive an Order  
of Discharge. 

Annotate the L102:

“BK7  filed (filing date), Case #.___________, USBC, (Court’s City, State). FPDD (show first payment due date), Debt #________, Nondischargeable less than 5yrs (or less than 7yrs). 1st initial last name)”

Upon receipt of the Order of Discharge, send the appropriate letter and resume collection activity.  Annotate the L102:

“BK7 #. (Case no.) discharged (discharge date), ltr to borr, resume collection. (1st initial last name)” 

Submit a list of these accounts to the monitor so that they can be            de-certified for TOP.

 BK7 – With Both DISCHARGEABLE and NON DISCHARGEABLE DEBTS:
Immediately upon becoming aware of the BK7 case, the PCA will:

Suspend all collection activity on the account until you receive an Order of Discharge. 

Annotate the L102:

“BK7  filed (filing date), Discharged (discharge date), Case #.___________, USBC, (Court’s City, State), Debt #(s)________,FPDD (show first payment due date), dischargeable. Debt #(s)________,FPDD (show first payment due date), nondischargeable. (1st initial last name)

Submit these accounts on an IMF to the monitor for recall.  DO NOT submit these accounts on an EFT.  The PCA will not receive an administrative resolution fee for these accounts.

ACTIVE BK13:

Immediately upon becoming aware of an active BK13 case, this PCA will:

Suspend all collection activity on the account.

Annotate the L102:

“BK13 filed (filing date), Case #___________, USBC, (Court’s City, State),

 
 docs fwd to ECMC  (1st initial last name)"

Forward the bankruptcy documents to ECMC, P.O. Box 1920, St. Paul, MN 55101-1920.

Submit the accounts, along with copies of the supporting documentation, to the Contract Services Branch weekly as a BNK EFT for ED approval.  ED currently transfers these accounts to the Educational Credit Management Corporation (ECMC, formerly known as TGA).  ECMC accepts responsibility for handling these accounts after the transfer.

Court Discharged BK13 determined to be DISCHARGEABLE:

Immediately upon becoming aware of the BK13 case, the PCA will:

Suspend all collection activity on the account.

Annotate the L102:

"BK13 filed (filing date), Case #.___________, USBC, (Court’s City,    State),
discharged  (discharge date).   FPDD (show first payment due date), Debt #_____________, Dischargeable +5yrs  (or, +7yrs) (or, Filed During Ch13 Dischargeable Period). (1st initial last name)”

Each dischargeable BK13 must have a Bankruptcy Calculator Worksheet 

attached along with all supporting documentation.

Submit the accounts to Contract Services Branch by BAN EFT for ED approval.

Court Dismissal BK13:
When a BK13 is dismissed by the USBC, the debts become due and payable.

Upon receipt of the Bankruptcy Dismissal document, (if PCA still has the account) send the appropriate letter and resume collection activity.  Annotate the L102:

“BK13 filed (filing date), Case #.___________, USBC, (Court’s City, State), dismissed (dismissal date), ltr to borr, resume collection. (1st initial, last name)”
 ** If, at any time, you are unsure about a bankruptcy determination, submit all documentation on an IMF to the monitor.   


PROGRAMMATIC CANCELLATIONS
Section 3.4.D SOW

Special cancellation conditions are applicable to certain Perkins notes in cases where the borrower meets specified teaching, Peace Corps, VISTA and military requirements.

If the borrower claims entitlement to cancellation: the PCA will determine the borrower's entitlement to such cancellation within three 3 calendar days from the date of receipt of cancellation documents from the borrower.  In the case of only partial cancellation, the PCA will submit to ED the necessary documentation for reduction of the borrower's account balance.

There are four types of loan cancellations, Teaching, Headstart, Law Enforcement and Military. 

Teaching - National Defense Student Loans made before July 1, 1972 -Borrowers must be a full-time teacher in a public or non-profit elementary school, secondary school or an institution of higher education. 

Teaching - National Direct Student Loans made after June 30, 1972. Borrowers must be a full-time teacher in a public or non-profit elementary school or secondary school listed in the Federal Register as having a high concentration of students from low-income families, Headstart program or handicapped children. 

Law Enforcement (Perkins or Direct Loans made after November 29,1990) - Borrowers must be employed by a local, state or Federal agency in a position whose principle duties pertain to the prevention, control or reduction of crime.  They must also be a sworn officer. 

Military - National Defense Loans made between April 13, 1970 and July 1, 1972 or National Direct Loans made after June 30, 1972.  For National Direct Student Loans, the borrower must have served in a hostile area. 

Borrowers applying for any of the above cancellations, must obtain the proper forms, (one for each year of teaching or service), have them certified with an official seal or stamp and signed by an official.  Those applying for Military cancellation must send in a copy of their DD214 along with their cancellation request forms. 

 The PCA will be responsible for negotiating the repayment of all remaining outstanding balances for accounts that are eligible for only partial cancellation. The PCA will not receive commission for a partial cancellation.

Determine the possibility that the customer may be eligible for cancellation.
Only National Direct/Defense Student Loans or Perkins loans are eligible.

Acceleration Date -- 34 CFR 674.51(c)(2) “A borrower whose defaulted loan has been accelerated - (i) May qualify for a loan cancellation for services performed before the date of acceleration; and (ii) Cannot qualify for a cancellation for services performed on or after the date of acceleration.”

All loans are accelerated when ED sends the first letter out. Many loans are accelerated by the school and this information may be on the R106 screen. NDSLs entered into ED’s database prior to December 31, 1981 were accelerated 12/31/81 unless the school accelerated them before that date.

If the loan is in default but not accelerated, the student may be eligible for cancellation

Not all types of loans are entitled to the same cancellation.  Defense loans have different provisions for cancellation for military service from Direct loans.  Some cancellations are available only for loans advanced after certain dates.

Defense Loans: A loan made before July 1, 1972 under Title II of the National Defense Education Act of 1958.

Direct Loans: A loan made under Title IV-E of the HEA after June 30, 1972 that does not satisfy the definition of “Federal Perkins loan.”

Perkins Loan: A loan made under Title IV-E of the HEA to cover the cost of attendance for the period of enrollment beginning on or after July 1, 1987, to an individual who on July 1, 1987, had no outstanding balance of principal or interest owing on any loan previously made under Title IV-E of the HEA.

If the entire loan would have been due prior to the dates of cancellation, a cancellation may be denied.

No portion of a loan may be canceled for teaching, Head Start, volunteer or military service if the borrower’s service is performed during the same period the loan was received or before the date the loan was disbursed.

The regulations for cancellations are under: 

34 CFR 674.51 
Special definitions 

34 CFR 674.52 
Cancellation procedures 

34 CFR 674.53
Teacher cancellation -- Federal Perkins loans and Direct loans made on or after July 23, 1992 

34 CFR 674.54 
Teacher cancellation -- Federal Perkins loans and Direct loans made before July 23, 1992 

34 CFR 674.55 
Teacher cancellation -- Defense loans 

34 CFR 674.56 
Employment cancellation -- Federal Perkins loans and Direct loans made on or after July 23, 1992

34 CFR 674.57 
Cancellation for law enforcement or corrections officer service-Federal Perkins loans and Direct loans for loans made on or after November 29, 1990


34 CFR 674.58 
Cancellation for service in a Head Start program

34 CFR 674.59 
Cancellation for military service

34 CFR 674.60 
Cancellation for volunteer service -- Perkins loans

34 CFR 674.62(b)  “The institution will not refund a repayment made during a 

period for which the borrower qualified for a cancellation unless the borrower made the payment due to an institutional error.”

Some Definitions:

Academic Year (elementary and secondary schools and special education): one complete school or two half years from different school years, excluding summer sessions

Academic Year (higher education): a period of time in which a full-time student is expected to complete the equivalent of 2 semesters , 2 trimesters or 3 quarters at an institution using credit hours; or at least 900 clock hours of training for each program at an institution using clock hours.

Handicapped Children: Children of ages 3 through 21 inclusive who require special education and related services because they are - (1) mentally retarded; (2) hard of hearing; (3) deaf; (4) speech and language impaired; (5) visually handicapped; (6) seriously emotionally disturbed; (7) orthopedically impaired; (8) specific learning disabled; (9) Otherwise health impaired.

Teacher:  provides (1) direct classroom teaching (2) classroom type teaching in a non-classroom setting (3) educational services directly related to classroom teaching (school librarian, school guidance counselors.) If the customer teaches both adults and children, the customer qualifies for cancellation only if a majority of the students whom the customer teaches are children.

Cancellation Provisions:

National Defense Student Loans Full-time teaching in a:

· Public or other nonprofit elementary or secondary school

· An institution of higher education

· An overseas DOD elementary or secondary school

Maximum:  5 X 10%  (5 years)  

Full-time teaching in an elementary or secondary school serving low-income students

Maximum 7 X 15% (7 years)

Full time teaching of handicapped children in a public or other nonprofit elementary or secondary school system

Maximum 7 X 15% (7 years)

Military service if loan made after April 13, 1970, and full-time active service started after June 30, 1970. 
Maximum 4 X12.5% (4 years)

Federal Perkins loans and Direct loans made before July 23, 1992.

Full-time teaching in an elementary or secondary school serving low-income students.

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Full-time teaching of the handicapped.

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Head Start Program Staff Member

Maximum 7 X 15% (7 years)

Military service for a full year in an area of hostilities

Maximum 4 X 12.5% (4 years)

Federal Perkins loans and Direct loans made on or after July 23, 1992

Full-time teaching in an elementary or secondary school serving low-income students.

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Full-time teaching in special education

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Full-time teaching in fields of expertise (mathematics, science, foreign languages, bilingual education, or any other field of expertise where the State education agency determines that there is a shortage of qualified teachers)

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Full-time employment as a nurse or medical technician

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Full-time employment in a public or private nonprofit child or family service agency

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Service as a qualified professional provider of early intervention services.

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Head Start Program Staff Member

Maximum 7 X 15% (7 years)

Military service for a full year in an area of hostilities

Maximum 4 X 12.5% (4 years)

Federal Perkins loans and Direct loans for loans made on or after November 29, 1990.

Law enforcement or corrections officer services

Maximum 2 X15% (1st & 2nd year) 2 X 20% (3rd & 4th year)  1 X 30% (5th year)

Perkins loans

Volunteer under the Peace Corps Act.

Volunteer under the Domestic Volunteer Service Act of 1973 (ACTION programs)

Maximum 2 X 15% (1st & 2nd year)  2 X 20% (3rd & 4th year) (4 years)

REPAYMENT OF ACCOUNTS

Section 3.2.B SOW

The PCA will attempt to obtain payment in full or settlement (compromise).  If the PCA determines that immediate payment in full or a compromise is not possible, the PCA will negotiate a mutually agreed upon reasonable and affordable repayment schedule.  The PCA will seek a substantial initial down payment (at least one-third of the total outstanding balance) with monthly payments thereafter.  Repayment schedules should effect resolution of the account within the 3 years or thirty-six months from the first payment date.  The PCA will send a "Repayment Agreement" letter to the borrower confirming the payment arrangement and will flag the account to receive the ED-DMCS generated monthly billing statement.

The PCA may determine that a borrower wishes to repay the debt but is unable to make the minimum monthly payment to pay the debt off in three years.  The PCA will forward a standard financial statement form.  Once the statement is returned, the PCA will negotiate a repayment schedule.  The PCA will send a "Repayment Agreement" Letter to the borrower confirming the payment arrangement to and will flag the account to receive the ED-DMCS generated monthly billing statement.

The PCA will include, during the negotiation process, any and all repayment information covered by applicable regulations and statutes, including, but not limited to the Higher Education Act and the Federal Claims Collection Standards, (e.g., the Consolidation Loan Programs, Rehabilitation Loan Program, and Reinstatement of Title IV Program, etc.)

COMPROMISES

Section 3.2. B.1 SOW

Compromises are not to be offered as the first option in collection negotiations. PCA personnel may only discuss compromise settlements after negotiation of the borrower’s ability to pay has progressed. Compromises will be one of four types; they will fall within compromise guidelines established by ED, or they will be discretionary.

	Type of Compromise
	Borrower Pays

	Account Eligibility


	1. Waiver of fees
	Principal and Interest (P & I)
	All debts except AWG accounts

	2. 50% Interest + Fees
	All principal and 50% interest
	All debts except AWG accounts and FDSLs loaded to ED-DMCS after 10/1/96

	3.  10% P&I

	90% P & I
	All debts except AWG accounts and FDSLs loaded to ED-DMCS after 10/1/96

	4. Discretionary

	
	All debts except accounts in AWG and FDSLs loaded to ED-DMCS

after 10/1/96




Below are detailed instructions on each type of compromise. 

Waiver of Fees – To satisfy the account in full, the contractor can offer the borrower the opportunity to pay the principal and the interest on the account.

Example:  Borrower owes $2500.00 Principal, $ 1000.00 Interest, and $875.00 collection fees. The collector may offer the borrower a settlement as low as $3500.00 (Principal and Interest) to fully satisfy the account.

Account Eligibility - Any assigned account not in an AWG sub-system code: OW1, OW2, OWR, OWF, and GAR.

50% Interest and Fees Waived - To satisfy the account in full, the PCA is able to offer the borrower the opportunity to pay the principal and 50% of the interest.



Example:  Borrower owes $2000.00 Principal, $1000.00 Interest and $690.00 collection fees. The collector may offer the borrower a settlement as low as $2,500.00 (principal + 50% interest) to fully satisfy the account.

Revised June 20, 2001

Account Eligibility:  All debts except:  

Accounts in AWG sub-system codes: OW1, OW2, OWR, OWF, and GAR.

FDSLs loaded to ED-DMCS after 10/1/96.

Accounts with judgments cannot be compromised.

10% of Principal and Interest - To satisfy the account in full, the PCA is able to offer the borrower the opportunity to pay 90% of the principal plus interest.


Example:  Borrower owes $2000.00 Principal, $400.00 Interest and $552.00 collection fees. The collector may offer the borrower a settlement as low as $2160.00 (90% of principal + interest) to fully satisfy the account.


Account Eligibility:  All debts except:

Accounts in AWG sub-system codes: OW1, OW2, OWR, OWF, and GAR.


FDSLs loaded to ED-DMCS after 10/1/96.

Borrower Responsibilities for Types 1, 2, and 3:

Payment must be made by certified funds.
Payment must be received within 90 days of the date of the  compromise confirmation letter. Please note: This is the maximum length of time.

PCA Responsibilities for Types 1, 2 and 3:

The PCA must issue an approved compromise agreement letter to the borrower with the amount and the date the payment is due.

The first line of any compromise agreement will be documented on the L102 screen exactly in one of the following two ways: Every character up to and including the dollar sign must be entered exactly as shown below  (i.e., the text inside the quotation marks do not include the quotation marks); our program will be scanning the notepad for this exact sequence of characters. 

For regular compromises, the compromise amount must begin in position 20 (i.e., the first number of the comp amount must be the 20th character on the notepad entry. 


Revised June 20, 2001

For regular, single-payment comps, the first line must read:

***COMP APPROVED: $xxxx.xx 

For split compromises, the compromise amount must begin in position 26, and the value must be the total amount of the compromise agreed to.

For split comps, the first line must read:

***SPLIT COMP APPROVED: $xxxx.xx

The remaining lines will be documented as follows:

Balance $xxxx.xx. $xxxx.xxP, $xxxx.xxI, $xxxx.xxFees due mm/dd/yy (first initial and last name).

The date this notepad entry is made will mark the beginning of the compromise “window” which will last 90 days. The program will analyze payments that effectively post during those 90 days. Once those payments total up to the compromise amount entered, closure activities will begin.

It is important to note that, while PCAs may tell the borrowers that their payment is due in 30 days, the programs will still close the account if the final payment is made within 90 days. We discussed this with the PCAs and decided to leave the programs as they are, rather than revise them to identify different due dates. PIC specialists should not tell borrowers that their due date is different than what the PCA has documented; if the borrower misses his deadline and requests an extension, he should be referred to the PCA.

Two weeks after the final payment posts the program will take a second look at the account and if the payments have not bounced, the system will

recall the account

post the CO transaction

send the SIF letter

If the account does not close based on the above procedures, the PCAs will be responsible for closing the account by a CPR tape. Reminder, if errors exceed 5%, the tape will be rejected.


Our new system is designed to identify accounts that are satisfied within one week of when the borrower’s final compromise payment posts. Once this payment posts, the program will generate a work list for each region so that the accounts can be de-certified for TOP. 

Discretionary - The PCA’s personnel may only discuss a discretionary compromise after following the progression of non-discretionary settlements. All discretionary settlements require prior approval from ED.  

Account Eligibility:  Any assigned account not in an AWG sub-system code: OW1, OW2, OWR, OWF, and GAR.

Borrower Responsibilities: Provide verification of total household income: current pay stubs equal to one month’s salary, copies of the most current 1040 and W2s, and a financial statement.

Letter from borrower explaining why he can’t pay account in full.

Payment must be made by certified funds.
Payment must be received by the due date as stipulated in the compromise agreement letter.

If all documents are not submitted or completed the compromise will be rejected.

PCA Responsibilities:

Submit the Compromise Request Form along with the supporting documents listed above.  A copy of this form follows this section.
Submit a current credit report.
Annotate the ED-DMCS system (L102) with the borrower’s compromise offer and that the supporting financial documentation was referred to the monitor for review.
***DISCRETIONARY COMP SUBMITTED FOR REVIEW: $xxxx.xx 

(first initial and last name).

Upon notification of ED’s approval the PCA will:

Issue an approved compromise agreement letter to the borrower with the amount and the date the payment is due. 

The compromise offer expires when the borrower fails to make the payment by the due date. 

Revised June 20, 2001

Agency Code: ____________         Debt ID:____________________

DISCRETIONARY COMPROMISE FORM

SSN: ____________________________   DATE: ______________________________

BORROWER’S NAME: ___________________________________________________

EMPLOYER’S NAME: ___________________________________________________

EMPLOYER’S ADDRESS: ________________________________________________

______________________________________________________________________

EMPLOYER’S PHONE #: ______________________ LENGTH OF EMP:___________

BORROWER’S PHONE #: ________________________________________________

_____ Borrower’s letter for justification of compromise

_____ Verification of unemployment

_____ Copy of current W2 Form and current year’s tax return

_____ Last pay stubs for two pay periods

_____ Credit Bureau Report

_____ Financial Statement - information completed and signed

_____ Offered Amount  $ __________________

_____ ED’s Approval

_____ ED’s Denial

_____ ED’s Counter Offer  $ ______________     Write off amount: $ ______________

Comments: 

Recommendation of Loan Analyst:  _________________________________________








                      Signature

Signature of Approving Official __________________________Date: ______________

Rev. 11/00

Compromises and Treasury Offsets

A treasury offset program (TOP) payment will count toward a compromise if it effectively posts during the “life” of the compromise offer (90 days).

Specifically, if it meets both of the following criteria:

The effective date of the TOP payment is later than the date on which the compromise agreement was made. The compromise agreement is considered to have been made on the earlier of the following dates: when the terms and borrower’s acceptance are documented on the notepad, or when the compromise agreement letter is issued.

The effective date of the TOP payment is earlier than or equal to the expiration date of the compromise-that is, the date by which the borrower and the collector agreed the final payment is due.

If a TOP payment underpays a compromise, the borrower is still responsible for paying the remainder of the compromise amount by the due dates agreed to.

If a TOP payment overpays a compromise, ED will refund to the borrower any amount offset that exceeds the agreed-upon compromise amount.

Borrowers who satisfy their compromise by a TOP payment, either in whole or in part, shall receive a SIF letter (i.e., the U26 or its equivalent).  The U26 letter includes language that addresses the possibility of reversal of the TOP payment:  if a TOP reversal (i.e., injured spouse claim) subsequently posts, the compromise agreement is null and void.

This means simply that any treasury offset will be considered a part of any settlement agreement negotiated with a borrower as long as it occurs after the agreement is made and prior to the expiration of the agreement period.  

CONSOLIDATION

Section 3.2.D.2 SOW

Introduction

Authorized for defaulted borrowers in 1993, consolidation rapidly became the resolution of choice for borrowers—and for collection agencies—to the point that consolidations outpaced “regular” collection agency collections four to one in fiscal years 1995 and 1996.  For borrowers, consolidation offers a relatively easy mechanism to satisfy the defaulted loan, to restore eligibility for Title IV Federal Aid, and to repay their Federal obligation without the pressure of being in a default status.  Accordingly, the Department of Education still views consolidation as the appropriate option for many borrowers—particularly those borrowers who defaulted not because they were unwilling to pay their student loans, but because they were unable to pay them.  However, the Department wants to prevent the rather indiscriminate promotion of consolidation, which was practiced in the early years.  Borrowers with considerable means should more appropriately be encouraged to pay the debt in full or at least to compromise the debt.  Conversely, borrowers who have demonstrated that they lack the will or the discipline to keep their loan in good standing, either by making the required payments or by securing the appropriate deferments or forbearances, should not be encouraged to consolidate.  These borrowers are better candidates for wage garnishment or other collection methods.  This philosophy undergirds our emphasis on balanced collections.


This document will cover the following aspects of consolidation:

· borrower eligibility and rights

· contractual requirements to earn commissions on consolidations

· certification of borrowers for consolidation 

· Fast-Track and the William D. Ford Federal Direct Consolidation Loan Program

Borrower Eligibility for Consolidation
Essentially all the defaulted borrowers in the Department’s portfolio now legally qualify for consolidation through at least one of two programs (FFEL and Direct Loans).  The following restrictions are based on the relevant statutes and regulations; note that we may not pay a commission for certain consolidations, even if the borrower is eligible under these authorities.  Contractual restrictions are discussed below.

Loan Types Eligible for Consolidation

In order to consolidate with Direct Loans, the borrower must consolidate at least one GSL, one FISL or one Direct Loan. If that condition is satisfied, the borrower may consolidate all GSL, FISL, Direct Loan or NDSL type loans.  Exception:  defaulted Direct Consolidation Loans may not be re-consolidated.

Program Overpayment Debts (debt type POVR on the Debt Management and Collection System [DMCS]) are not loans, and are not eligible for consolidation.

Loans with Judgments

Loans with judgments are not eligible for consolidation through the Direct Loan program.

Borrowers with Outstanding Program Overpayments

Borrowers with outstanding program overpayment debts are not eligible for consolidation through Direct Loans.

Satisfactory Repayment

Defaulted borrowers who consolidate accrue certain benefits if they have first established a record of satisfactory repayment on their defaulted loans.  Satisfactory repayment is defined in Federal regulations as being a minimum of three payments, which are:

· regular

· consecutive

· on-time (defined as within 15 days of the due date)

· monthly

· voluntary

These payments must be in an amount that is both “reasonable and affordable”—reasonable based on the size of the debt, and affordable based on the borrower’s “total financial circumstances”.  The regulations further specify those payments less than $50 must be justified by the borrower’s total financial circumstances.

Federal regulations allow for consolidation whether or not a defaulted borrower has established a record of satisfactory repayment prior to consolidation.  In the FFEL program, these borrowers must choose the Income-Sensitive repayment option. This repayment option makes the borrower’s monthly payment contingent upon his/her income and debt size.  FFEL lenders do not have to offer the Income-Sensitive repayment option to borrowers.

In the Direct Loan program, borrowers who consolidate without first establishing a record of satisfactory repayment must choose the Income-Contingent repayment (ICR) option (hence, these borrowers are commonly referred to as “forced-ICR”).  Like the Income-Sensitive repayment option, the ICR payment amount is based on the borrower’s debt size and income.  The Direct Loan program may not deny consolidation to borrowers based on their repayment history, but borrowers who establish a record of satisfactory repayment may choose any of the repayment options available in the Direct Loan program.  ICR differs from Income-Sensitive repayment in two key respects:

· ICR payments may result in negative amortization of the debt (the payment amount may, in fact, be zero); Income-Sensitive payments may not

· Direct Loans has direct access to the borrower’s official IRS records in order to determine the borrower’s adjusted gross income; FFEL lenders rely on pay stubs and other documentation provided by the borrower

Other Eligibility Conditions

Direct Loans require that, unless a borrower is consolidating at least one Direct Loan, he/she must first attempt to consolidate with an FFEL lender.   In the current environment, very few FFEL consolidation options exist for defaulters, so it is not necessary for the borrower to apply and be denied.  However, if a significant FFEL option exists, this should be the first alternative pursued by the borrower.

Borrowers who apply for a Direct Loan consolidation certify, on their application, that they are not currently applying for consolidation with another lender.  Our agencies are expected to take every precaution to not assist a borrower in applying for consolidation with more than one lender.  This has caused significant problems for ED in the past and it will not be tolerated.

Contractual Requirements Regarding Consolidation

The Department’s experience with consolidating defaulters has been mixed.  Many defaulters have taken advantage of this second chance and have remained current on their consolidation loan.  Too many others, though, have lapsed back into delinquency and default.  These borrowers, the Department fears, are jeopardizing the integrity of the program and threatening the continued availability of this option for deserving borrowers.  Thus, in consultation with the Administration and with other offices within the Department, Collections has established a system of rules and incentives for its collection agencies that will steer into consolidation those borrowers who can benefit most from it.  The contractual requirements for earning commissions on consolidations, therefore, are much stricter than are the regulatory requirements for consolidation eligibility.

Satisfactory Repayment

Borrowers must make a minimum of either three or six voluntary payments, depending on the amount of those payments:  3 payments if each payment is at least 1% of the balance to be consolidated; 6 payments if each payment is at least .5% of the balance to be consolidated.

As required in the regulations, the payments must be regular, on-time, monthly and consecutive.  In addition, a minimum of fifty days must lapse between the first and third payment, or a minimum of 140 days must lapse between the first and sixth payment.

Payments which bounce or are stopped or reversed do not count toward the qualifying minimum.  Bounced, stopped and reversed payments, unless quickly rectified, may force a borrower to “start over” on his/her series of qualifying payments.  Agencies who certify an account for consolidation after the qualifying payments have been made will not be subject to a commission reversal if the last qualifying payment bounces, is stopped or reversed after the certification has been completed, unless an agency exhibits a trend of abusing this.

Even after the minimum number of qualifying payments have been made, agencies are expected to keep borrowers in repayment until the consolidation funds.  The spirit behind these requirements is that we want to impress on borrowers the importance of routinely making substantial payments on their obligation.  Borrowers who are unable to meet these requirements should be steered into other collection paths.

Other Contractual Conditions

Borrowers with an outstanding judgment debt are not eligible for consolidation; they must first satisfy that debt.

Borrowers who qualify for a discharge due to permanent and total disability, closed-school or false certification of ability to benefit from training circumstances should not be encouraged to consolidate. Before an agency may certify a borrower for consolidation, they must counsel that borrower on the availability of these resolution options.  Additionally, the agency must send all prospective consolidation applicants the W69 letter, which advises them of the ramifications of consolidation.

The number of accounts an agency may submit through Fast-Track will be tied to the post-consolidation delinquency rates of the borrowers submitted by that agency.  In short, agencies must carefully screen borrowers to ensure that only good credit risk borrowers are consolidated.

No commission shall be paid on any consolidation where one of the underlying loans consolidated was itself a defaulted consolidation loan.

Borrowers’ Right to Consolidate

As stated earlier, nearly all borrowers in the DCS portfolio qualify for consolidation, and, in fact, have a right to consolidate eligible loans--the collection priorities of the Department notwithstanding.  Borrowers could, it should be noted, consolidate without making payments to ED and, by doing so, deny the collection agency a commission.  Collection agencies cannot mislead borrowers about their eligibility for consolidation--but neither must collection agencies inform borrowers of their eligibility if other collection options are more appropriate:  the borrower has been advised of the consolidation option before being assigned to the collection agency.  Collection agencies may not tell borrowers that payments are required in order to consolidate--they may, however, advise borrowers that vigorous enforcement actions will be taken against borrowers who do not enter into repayment arrangements satisfactory to ED.

Certifying Borrowers for Consolidation

Certification is the process through which a borrower’s payoff information is provided to the prospective consolidation lender.  For administrative convenience, the Department may delegate to its collection agencies the authority to complete Lender Verification Certificates (LVCs) from FFEL consolidation lenders and from Direct Loans.  The Department will routinely review these LVCs to ensure that they are being completed accurately.  The Department reserves the right to revoke, either temporarily or permanently, any agency’s authority to complete or sign LVCs, if the Department detects a significant lack of quality control or any evidence of fraud or abuse.

In order to exercise this authority, the agency must designate one or more officials who have authority to sign LVCs.  These authorized officials must sign the “Acknowledgment of Certification Responsibilities” affidavit  (Appendix A) and return it to Atlanta’s Contract Services Branch (ACSB).  Only these officials will be authorized to sign an LVC.   ACSB must be advised, in advance, of any changes in these personnel, and the Department reserves the right to deny this authority to any individual or to revoke this authority as warranted.  

Certification Data

Most of the information needed to complete an LVC can be found on a single screen on the Debt Management and Collection System (DMCS):  the L130 “Rehabilitation and Consolidation Screen”.  Information about qualifying payments made by the borrower must be gleaned from the R103 “Transaction History” screen. 

The L130 Screen

	PRIVATE 
 ( L130 )            REHABILITATION AND CONSOLIDATION SCREEN  ED0291    04/26/96

                                                                        08:34   

 ACCT NO: S123456789          PAYOFF DATE: 11/01/97          ACTION: _ _         

 NAME:                      ,                                                   

 # PAYMENTS: _                    STATUS:   _          LETTER STATUS:    _        

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL FOR ALL SELECTED DEBTS ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ 

    PRINCIPAL     INTEREST         FEES   COLL COSTS          TOTAL             

                                     _                                          

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL BY DEBT ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE    OF   

                                                                        G/D DATE

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

                      _                                                         

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

                                                                                


Step 1:  Access the Borrower’s Account

To access the borrower’s account, type the account number as shown above and hit [Enter].

Step 2:  Set the Payoff Date

The payoff date is the date to which the interest and collection fee values displayed on this screen are computed.  Note that the DMCS sets a default payoff date thirty days into the future.  For FFEL consolidations, enter the date on which you anticipate the National Payment Center will receive the consolidation payoff for this borrower—typically, this is the lender’s funding date plus one day.  As a general rule, set this date early rather than late:  the DMCS automatically writes off small underpayments, but overpayments must be manually refunded.  For Fast-Track, today’s date should be entered here:  the Direct Loan Consolidation System will compute the correct payoff at the time of funding.

	PRIVATE 
 ( L130 )            REHABILITATION AND CONSOLIDATION SCREEN  ED0291    04/26/96

                                                                        08:34   

 ACCT NO: S123456789          PAYOFF DATE: 01/15/97          ACTION: _ _         

 NAME:                      ,                                                   

 # PAYMENTS: 03                  STATUS:   _          LETTER STATUS:    _        

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL FOR ALL SELECTED DEBTS ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ 

    PRINCIPAL     INTEREST         FEES   COLL COSTS          TOTAL             

                                     _                                          

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL BY DEBT ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE  1 OF  1

                                                                       G/D DATE

 _  DEBT‑ID = D199501020304005TYPE= STAF  SUB= * JUDGE= NSID=012345
             900.00   _       100.00                  185.00           1185.00  01/01/85
 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

                                                                                


Critical Data - Other than Balances

· Satisfactory Repayment.  This field nominally displays the number of voluntary payments posted in the last 120 days.  Do not use this field as the basis for certifying that a borrower is in satisfactory repayment—you must analyze the R103 screen. 


Debt ID.  All debts belonging to a certain borrower fall under a single account.  In our nomenclature, the Debt ID is often equivalent to what other loan holders (including Direct Loans) term the account number.  Use the Debt ID whenever you are referring to information specific to that debt only, rather than to the borrower’s account as a whole.  The first letter of the Debt ID indicates what loan program the debt falls under, as follows:


D = Direct Loans


G = GSL 


N = NDSL 


F = FISL


P = Program Overpayments—never eligible for consolidation or rehab

· Loan Type.  For GSLs and Direct Loans, this will be a three or four letter literal which abbreviates the loan type; most of these loan types are self-explanatory but definitions can be found in the GSLCICS User’s Manual.
  For NDSLs, this will be a one-character code:  “I” = National Direct Student Loan, “E” = National Defense Student Loan, and “P” = Perkins Loan.  If no loan type code is present for NDSLs, the default loan type should be National Direct.

· Subsidized Indicator.  For Direct Loans this will be “Y” or “N” (yes or no).  For other program types this will be “*”; DCS does not currently capture this status for these programs because, until recently, the program or loan type was indicative of this status.  All FISLs and NDSLs are subsidized.  In GSL, all PLUS, SLS and ALAS are unsubsidized, and all CONS are subsidized.  Until recently, most unsubsidized Staffords were called SLS—true unsubsidized Staffords were an extreme rarity.  DCS currently treats all GSL Staffords as subsidized—eventually, this indicator will be captured with new Staffords loaded to the DMCS.

· Judgment Indicator.  Self-explanatory.  Blank equals no.

· School ID Code.  Self-explanatory.


Guaranty/Disbursement Date.  Self-explanatory
	PRIVATE 
 ( L130 )            REHABILITATION AND CONSOLIDATION SCREEN  ED0291    04/26/96

                                                                        08:34   

 ACCT NO: S123456789          PAYOFF DATE: 01/15/97          ACTION: _ _         

 NAME:                      ,                                                   

 # PAYMENTS: 03                   STATUS:   _          LETTER STATUS:    _        

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL FOR ALL SELECTED DEBTS ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ 

    PRINCIPAL     INTEREST         FEES   COLL COSTS          TOTAL             

                                     _                                          

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL BY DEBT ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE  1 OF  1

                                                                       G/D DATE

 _  DEBT‑ID = D199501020304005TYPE= STAF   SUB= *  JUDGE= N SID=012345

             900.00          50.0050.00185.001185.0001/01/85

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

                                                                                


Critical Data - Balance Information

· Principal.  Self-explanatory.  

· Interest.  Computed through the “Payoff Date” entered at the top of the screen.

· Fees.  Not all accounts have fees assessed.  Some DCS accounts have erroneous fee amounts entered.  Until further notice, no fees, other than the 13.4% collection fee, should be included in the consolidation payoff.

· Collection Costs.  For the 1997 contract, consolidation payoffs should include collection fees equal to 13.4% of combined principal and interest.


Total Payoff.  The sum of the previous fields.
	PRIVATE 
 ( L130 )            REHABILITATION AND CONSOLIDATION SCREEN  ED0291    04/26/96

                                                                        08:34   

 ACCT NO: S123456789          PAYOFF DATE: 01/15/97          ACTION: _ _         

 NAME:                      ,                                                   

 # PAYMENTS: 03                   STATUS:   _          LETTER STATUS:    _        

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL FOR ALL SELECTED DEBTS ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ 

    PRINCIPAL     INTEREST         FEES   COLL COSTS          TOTAL             

                                     _                                          

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL BY DEBT ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE  1 OF  1

                                                                       G/D DATE

 _  DEBT‑ID = D199501020304005TYPE= STAF   SUB= *  JUDGE= N SID=012345

             900.00            50.0050.00   185.001185.00   01/01/85

 INT RATE =     INT PER DAY =          W/D DATE =             DEFAULTED? 
 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

                                                                                


Other Critical Data 

· Interest Rate:  Self-explanatory.

· Interest Per Day:  The amount of interest that accrues on that debt each day.  This value is required on Direct Loans’ LVCs.

· Withdrawal Date:  The date the borrower withdrew, graduated or ceased half-time study.  Again, this is required by Direct Loans.

	
Default Flag:  This flag will only appear for NDSL-Perkins loans, which are the only types of loans which may not be in default when assigned to DCS (they may be assigned if the school closes or withdraws from the program). 

PRIVATE 
 ( L130 )            REHABILITATION AND CONSOLIDATION SCREEN  ED0291    04/26/96

                                                                        08:34   

 ACCT NO: S123456789          PAYOFF DATE: 01/15/97          ACTION: C         

 NAME:                      ,                                                   

 # PAYMENTS: 03                   STATUS:   _          LETTER STATUS:    _        

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL FOR ALL SELECTED DEBTS ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ 

    PRINCIPAL     INTEREST         FEES   COLL COSTS          TOTAL             

                                     _                                          

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PROJECTED TOTAL BY DEBT ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE  1 OF  2

                                                                       G/D DATE

 Y  DEBT‑ID = D199501020304005TYPE= STAF   SUB= *  JUDGE= N SID=012345

             900.00           50.00 50.00 185.00 1185.00 01/01/85

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

 _  DEBT‑ID =                      TYPE=        SUB=     JUDGE=      SID=       

                                                                                


Paging Back and Forth

Note that the L130 can only display 4 debts.  If there are more than 3 debts, the Page Indicator indicates this; the additional debts will be visible on subsequent pages.  To scroll to the next page, hit the F8 function key at the top of the keyboard.  From Page 2, you can scroll back to Page 1 by hitting the F7 function key.

Updating the Account

In order to avoid duplicate consolidations from both Direct Loans and an FFEL lender, and to help DCS staff deals intelligently with borrowers, you need to update the account to indicate the loan(s) selected for consolidation.

Mark those debts you do not want consolidated with an “N” in the field to the left of the Debt ID.  Note that this field will begin with a default value of “Y” so that no action is needed if all debts are to be consolidated.  It is imperative that all debts being included in the consolidation, and only those debts, be marked with a “Y”:  when the consolidation payment is received, it will only be applied to debts selected on the L130 screen.

Enter a “C” in the “ACTION” field, near the top of the screen.  Hit Enter.  You’ll notice the “STATUS” field will change, indicating the account has been selected for consolidation.  In addition, the DMCS will automatically annotate the L102 notepad screen with the literal “Approved for Consolidation”.

It is critical that you update the account only at the time you complete the LVC and submit it to the lender.  ED uses the update date to evaluate whether or not a commission should be paid; only activity prior to that date will be considered.

Repayment History

Based on analyses of borrower performance after consolidation, DCS has set very specific payment requirements which borrowers must meet in order to qualify for consolidation.  Careful analysis of the R103 screen is required to evaluate a borrower’s eligibility for consolidation.

	PRIVATE 
 ( R103 )                ACCOUNT TRANSACTION SCREEN                    04/26/96 

                       REGION:      ACCT OWNER:                        08:38    

     ACCT NO: S             ACCT NAME:                                          

 DATA HAS BEEN ARCHIVED (   )                                                   

  ED BALANCE:                PROJ/ACT CA:               CA BALANCE:             

   TOTAL PMT:                                        NET ADJ TRANS:             

 VOLNTRY PMT:                                      NET OTHER TRANS:             

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE  1 OF  1

 EFFECTIVE      TOTAL   TRAN   INSTRUMENT   SEQ   IN ORIG‑B.SRC CRED  POSTING   

   DATE        PAYMENT  TP RS    NUMBER    NUMBER TP POSTCL NBR SITE  DATE     S

 ---------  ----------  -- -- ------------ ------ --  ---   --- ----- -------- -

  01/25/97      100.00  RG VO 000000001034 000001 PY        OCR AG400 01/27/97 -              

       

 PF13‑R101 14‑R102 15‑R103 16‑R104 17‑R105 18‑R106 19‑R107 20‑R108 21‑R109 22‑R1




· Effective Date:  this is the date the payment was actually received at the NPC, and the date on which the borrower gets credit for making the payment.  This is the date which will be evaluated when determining whether payments are monthly and on-time, and whether a minimum of fifty days has lapsed between first and third payment.


· Payment Amount:  self explanatory


Payment Type and Reason Codes:  a voluntary payment will be coded as “RG VO”; note that other, involuntary, payment types do not count toward the borrower’s qualifying payments.  Examples of involuntary payment types are:  RG FO (Federal Offset); RG WG (Wage Garnishment); RG FD (Federal Defaulter).  Occasionally, payments are mis-coded on the system:  the Department expects its collection agencies to be mindful of this possibility and to research questionable payments before certifying a borrower as eligible for consolidation.  The Department reserves the right to reverse a consolidation commission if it is determined that the agency did not employ reasonable care in evaluating payments.  Some indications of mis-coded payments are:

· borrower has been in the wage-garnishment program

· the value in the “ORIG-B POSTCL” field (document origin) is “FDP” or “AWG”

· the payment amount is unusual (e.g., $403.27--borrowers typically make voluntary payments in whole dollars, typically evenly divisible by five)

Bounced, Stopped and Reversed Payments

Bounced, stopped and reversed payments are identified by the transaction types “BS” (stop), “BN” (bounce), “SB” (second bounce) and “RV” (reversal).  The stop, bounce, second bounce or reversal transaction can be linked back to the payment transaction itself because the effective date, sequence number and instrument number will all match for the two transactions.  What follows is a facsimile of an R103 screen showing the transactions which will post when a payment bounces.

	PRIVATE 
 ( R103 )                ACCOUNT TRANSACTION SCREEN                    04/26/96 

                       REGION:      ACCT OWNER:                        08:38    

     ACCT NO: S             ACCT NAME:                                          

 DATA HAS BEEN ARCHIVED (   )                                                   

  ED BALANCE:                PROJ/ACT CA:               CA BALANCE:             

   TOTAL PMT:                                        NET ADJ TRANS:             

 VOLNTRY PMT:                                      NET OTHER TRANS:             

 ‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑‑ PAGE  1 OF  1

 EFFECTIVE      TOTAL   TRAN   INSTRUMENT   SEQ   IN ORIG‑B.SRC CRED  POSTING   

   DATE        PAYMENT  TP RS    NUMBER    NUMBER TP POSTCL NBR SITE  DATE     S

 ---------  ----------  -- -- ------------ ------ --  ---   --- ----- -------- -
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· This is the original payment by the borrower, received on January 25 (effective date) and actually posted by the NPC on January 27 (posting date).

· This transaction indicates the bounce of the payment; note that the effective date, instrument number and sequence number match those of the payment.

· This transaction is the second posting of the payment.  Typically, unless the borrower stopped the payment, the NPC will attempt to re-post the payment in the hope that it will clear.  Note that the instrument number is unchanged, but the effective date and sequence number is different.


This transaction is the second bounce; note that the effective date and sequence number match those of the payment’s second posting.

If a payment transaction is accompanied by a bounce, stop second bounce or reversal transaction it does not count toward the borrower’s qualifying payments.  If a payment bounces once but clears when posted a second time, the effective date of the original transaction may be used for determining whether or not the payment meets consolidation requirements.  If the last qualifying payment is bounced stopped or reversed after the account has been certified for consolidation, the Department will not reverse the consolidation commission unless an agency exhibits a trend of abusing this.

Updating the L102 Notepad

At the time you certify an account for consolidation, also update the L102 notepad screen as follows:  “Cert for [lender] cons of [payoff amount] thru [payoff date]”; for example “Cert for Citibank cons of $2125.67 thru 11/7/97”.  For Fast-Track, the payoff date need not be included.

FAST-TRACK AND THE WILLIAM D. FORD FEDERAL DIRECT CONSOLIDATION LOAN PROGRAM

One of the more successful processes in the William D. Ford Federal Direct Consolidation Loan Program is Fast-Track, the special process established to allow for streamlined consolidation of borrowers in the Department’s collections portfolio.  At its peak, Fast-Track borrowers were consolidated within sixteen days of the receipt of their application, compared to an average of ninety days for borrowers who applied through the regular process.  More recently, Fast-Track continues to operate much more efficiently than regular processes.  The existence and maintenance of Fast-Track is a privilege granted to Collections by Direct Loans, and participation in Fast-Track is, in turn, a privilege Collections grants to its responsible collection agencies.  The Department reserves the right to terminate Fast-Track as a whole or to exclude any agency from participation in Fast-Track, either temporarily or permanently.  The Department also reserves the right to limit the number and kinds of accounts submitted through Fast-Track.  

Participation in Fast-Track is voluntary; agencies may choose not to participate.  Participation in Fast-Track may entail more requirements than are specified for consolidation in either the statutes, regulations or the contract.  Agencies who participate in Fast-Track may not otherwise assist borrowers in consolidating with Direct Loans—the most that agencies can do for non-Fast-Track borrowers is provide them with the toll free number for the Direct Loan Consolidation Center.

Agencies who choose to participate in Fast-Track will assume the following responsibilities:

· Identifying good candidates for Fast-Track

· Counseling prospective applicants on the advantages, ramifications and responsibilities of taking out a Direct Consolidation Loan

· Preparing the application materials for borrower review and signature

· Reviewing signed application materials prior to submission to Direct Loans

· Submitting application materials to Direct Loans

· Responding to errors on application materials

· Tracking the progress of submitted applications

What follows is a detailed description of each phase.  Appendix D includes checklists which summarize the requirements for each of the steps in Fast-Track.

Identifying Good Candidates for Fast-Track

It will be in each agency’s interest to identify those borrowers most likely to succeed after consolidation, because the Department links the number of applications an agency may submit in any given week to the post-consolidation delinquency rates of the borrowers submitted by that agency.  The method for calculating these caps is outlined in Appendix B.  Success on the borrower’s part, therefore, is defined as avoiding delinquency--either by making payments as agreed or by securing the appropriate deferments or forbearances.  

The Department has spent a good deal of time and money analyzing the borrowers who have consolidated in order to determine what factors contribute to success after consolidation.  Most of the consolidation requirements outlined in the contract are the result of these analyses.  In addition, we feel that collection agencies can evaluate good candidates to some extent and that they can help borrowers succeed through effective pre-consolidation counseling.  What follows are some suggestions for helping your borrowers achieve success after consolidation:

· Effectively use the data provided to you by the Department to analyze trends among delinquent and successful borrowers.  The Debt Collection Service maintains an extensive database on the repayment patterns of borrowers it has consolidated; this data (absent borrower social security numbers) will be made available to agencies who wish to analyze it.  In addition, each agency will be provided quarterly extracts containing data on the success of the borrowers they submitted.

· Employ other analytic tools, such as credit scoring, to identify good candidates.

· Evaluate borrower motives for consolidation; consolidation is the right option for borrowers who can make good use of a second chance--it is not necessarily a good option for borrowers seeking an expedient means of cleaning up their credit.

· Intensively counsel borrowers on the ramifications of consolidation; many borrowers subsequently complain that they were pressured into consolidating by the collection agency and are angry that their interest and fees have been capitalized, or that their interest rate is higher.

· Intensively counsel borrowers on the many methods for avoiding delinquency:  Direct Loans offers five different repayment plans and a host of deferments and forbearances.  The repayment plans available are:

· Standard: monthly payment is based on a ten-year amortization of the loan amount

· Graduated:  monthly payments are small at first and gradually increase

· Extended:  monthly payment is based on up to a thirty-year amortization of the loan amount.  The amortization timeframe is contingent on the borrower’s debt size—borrowers who owe less than $10,000 must repay their loan in twelve years under this plan

· Income-Contingent:  monthly payment is based on the borrower’s income and debt size; payments may actually be zero for very poor borrowers

· Alternate Plan:  a negotiated payment plan which must pay the loan off within thirty years—this plan can include increasing payment amounts.

In addition, temporary changes in a borrower’s financial circumstances can be addressed through deferments or forbearances.   The bottom line is that there is a means of avoiding delinquency for every borrower who is willing and able to act responsibly.  Borrowers must, above all, be counseled to contact their Direct Loan Servicer if they cannot make their payment for any reason. 

· Follow up with borrowers shortly after consolidation.  Our experience is that most borrowers, even those who fully intend to make good use of their second chance, experience a rough transition to Direct Loans.  Many continue sending payments to DCS’ National Payment Center (NPC) rather than to the Direct Loans LCCkbox.  Less committed or organized borrowers may well fall back into their habits of delinquency during this critical time period if their transition problem is not promptly addressed.  Borrowers can expect to receive their welcome letter from Direct Loans within one week of their consolidation; it would make sense for collection agencies to contact them after a short interval to confirm receipt of the welcome letter, to address any questions, and, above all, to remind them to make scheduled payments to Direct Loans.  Agencies should bring any borrower concerns to the attention of DCS; we will make sure that borrowers are contacted by the Servicer if necessary and to report any apparent systemic problems to Direct Loans.
· Follow up with borrowers who lapse into delinquency.  Each month, each agency will be provided with the delinquency status for every borrower they have submitted for Fast-Track consolidation.  DCS will attempt to provide the Direct Loan demographic data for that borrower as well, but agencies should archive borrower addresses and phone numbers in case follow-up is needed.  Agencies may contact borrowers who become delinquent and remind them of their responsibility, of the options available for avoiding delinquency and of the ramifications of default. 
In order to qualify for Fast-Track, a borrower must have met all contractual, statutory and regulatory requirements for consolidation.  In addition:

the borrower must consolidate at least one FISL, GSL or Direct Loan.  NDSLs may “piggy-back” onto the consolidation if one of the other loan types are also being consolidated.
· borrowers who consolidate PLUS loans may not choose the ICR repayment plan.
· borrowers who consolidate PLUS loans will have to secure an endorser.  That endorser must have good credit (and the agency will have to provide a credit report for the endorser along with the borrower’s application).
· if a borrower has a judgment on any loan, that borrower is not eligible
· borrowers in wage garnishment are not eligible for Fast-Track
· Program overpayments (debt IDs beginning with a “P” on the DMCS) are not eligible for consolidation, and must be paid in full before the borrower qualifies for consolidation with Direct Loans
· There must be no indication that the borrower is currently applying for another consolidation
· Defaulted Consolidation loans are not eligible for consolidation, and borrowers must pay them before consolidating any other loans.  Currently, Direct Consolidation loans are not obvious.  To determine whether or not a Direct Loan is a consolidation, you must look at the school ID for that loan; if the middle four digits are all nines or all sevens (e.g., 099996), the loan is a consolidation loan.

· Currently, only DCS-held debts are eligible for Fast-Track consolidation; after the Fast-Track consolidation has been effected, though, borrowers may apply to have eligible loans held by other lenders included in the consolidation.  Borrowers have up to 180 days to add other loans.

· Borrowers must first pay all ineligible debts (judgments, POVRs and consolidation loans) before consolidating other debts.

What follows is a checklist of Fast-Track consolidation requirements:

· Borrower has no judgments, no outstanding program overpayment debts (POVRs) or unpaid consolidation loans
· Borrower is not in wage garnishment
· Borrower is consolidating at least one FISL, GSL or Direct Loan
· Borrower has made qualifying payments prescribed in the contract (not including bounced, stopped or reversed payments)
· Borrower has been sent the W69 letter
· Borrower has been counseled on the ramifications of consolidation 
· The borrower is not applying for consolidation with another lender
Counseling Borrowers on the Advantages, Responsibilities and Ramifications of Consolidation

The collection agency should fully counsel borrowers on consolidation.   The Direct Loans publication “Borrower’s Rights and Responsibilities”, which must be sent to every Fast-Track borrower, is an excellent summary of topics to discuss with borrowers.  Borrowers must understand that:

· a consolidation loan is a new loan
· the defaulted loans paid off by the consolidation will be reported to credit bureaus as paid in full
· upon consolidation, the loans consolidated will no longer prevent the borrower from receiving additional Title IV financial aid 
· Direct Loans offers several different repayment plans to accommodate differing financial circumstances
· borrowers who experience a change in financial circumstances can change plans or can secure a variety of deferments and forbearances to avoid delinquency
· by consolidating, all interest and fees (13.4% of combined principal and interest) will become the principal balance of their new loan--thus, interest accruals on their consolidation loan may be higher than on their defaulted loans
· if the consolidation loan defaults, it will not be eligible for consolidation
Preparing Application Materials for Borrower Signature

One of the great efficiencies inherent in Fast-Track is that the application materials submitted to Direct Loans are accurate and complete.  This is because they are prepared not by borrowers trying to guess their way through the forms, but by experts--the Department’s collection agencies.  The second great efficiency inherent in Fast-Track is that Direct Loans does not need to secure certification data for the borrower’s loans--certification data is provided along with the application.  The third great efficiency inherent in Fast-Track is that the promissory note is completed at the same time as the application.  In short, all documentation needed to process the loan is received by Direct Loans at once.  Direct Loans does not need to contact the borrower (and in fact, Direct Loans will not contact Fast-Track borrowers--they will contact the collection agency to resolve any problems).  The Department, therefore, expects Fast-Track collection agencies to complete all application documents for borrower signature--all the borrower should be required to complete is the signature and signature date on required forms.  The collection agency must instruct the borrower to return all application materials to the collection agency--not to the Direct Loan Consolidation Center.

Required Forms

Each agency will be provided camera-ready masters of all Direct Loan application documents.  The agency will be required to print copies of these documents at their own expense.  Before printing such documents, the agency should:

· ensure that their Fast-Track identification number is also printed in the upper right corner of each document.  These numbers will be assigned by DCS, and allow Direct Loans to identify stray documents as Fast-Track and to return incomplete documents to the correct collection agency. 

· replace the Loan Origination Center (Montgomery, AL) address and phone number with the agency’s own address and phone number.  All communication with the borrower should be done by the collection agency.

What follows is a table listing the forms which must be sent to borrowers.   Note that borrowers who choose the ICR plan require additional forms, as do borrowers who want to consolidate PLUS loans.

	Forms Which Must be Sent to Borrowers
	
	
	
	

	Form
	No. Pages
	All Borrowers
	ICR Borrowers
	PLUS Borrowers

	W69 System Letter (before package sent to borrower)
	1
	X
	X
	X

	Borrower's Rights and Responsibilities
	2
	X
	X
	X

	Application Form/Promissory Note
	4
	X
	X
	X

	Repayment Plan Selection Form
	1
	
	X
	

	Consent to Disclosure of Tax Information
	1
	
	X
	

	Promissory Note Endorser Addendum
	1
	
	
	X


Edit Requirements

The Fast-Track unit at the Direct Loan Consolidation Center (LCC) is extremely exacting when reviewing Fast-Track application materials and rejects packages for the most minor errors.  In short, Direct Loans expects nothing short of perfection in return for committing resources to this process.  Nonetheless, our collection agencies have consistently achieved reject rates less than our target rate of 3%--and this is a point of pride in collections’ friendly rivalry with Direct Loans.  More importantly, inaccurate applications require more handling at Direct Loans and thus reduce the overall efficiency of Fast-Track.  Therefore, agencies with persistently high rejection rates are subject to exclusion from Fast-Track.  Many agencies consistently achieve a 100% accuracy rate--because they have invested in the technology needed to generate accurate and complete application materials, and because they have established effective quality control processes.  The document “Fast-Track Edit Requirements” (Appendix E) details the exact edit requirements for every field on every form.   Inevitably, questions will arise; when this happens, the agency may call the Fast-Track unit at 502-326-1983 for clarification.  If the Fast-Track unit is unable to answer the question, or if the agency feels an edit requirement is unreasonable, the agency should contact Mike Bryant at 202-260-1750 or via e-mail at bryam9@ncs.com.

The Application Form /Promissory Note 

In general, the fields on the application form/promissory note are self-explanatory, but it is useful to note here a few of the areas which have caused confusion in the past.  More detailed edit requirements can be found in the forthcoming document “Fast-Track Edit Requirements”.

· Section A:  Either a work or home phone number is required 

· Section A:  A physical address (in addition to a PO Box, if necessary) is required 

· Section A:  Married borrowers may not consolidate jointly through Fast-Track

· Section C:  This section should never be completed

· Section D:  The loan-holder address and phone number must be exactly as follows:



DCS - US Department of Education



PO Box 4169



Greenville, TX  75403-4169



(800) 621-3115

· Section D:  The loan-type must be one of the one-letter codes Direct Loans uses to designate various loans.  What follows are the loan types as they appear on the DMCS and their corresponding Direct Loan code.

	Program
	Loan Type
	DMCS Abbreviation
	Direct Loan Code

	FISL
	Federally Insured Student Loan
	FISL
	C

	NDSL
	National Direct Student Loan
	I
	M

	
	National Defense Student Loan
	E
	N

	
	Perkins Loan
	P
	F

	GSL
	Stafford
	STAF
	A

	
	Consolidation
	CONS
	O

	
	Supplemental Loan for Students
	SLS
	H

	
	Auxiliary Loan to Assist Students
	ALAS
	P

	
	Parental Loans for Undergraduate Students
	PLUS
	T

	Direct Loans
	Subsidized Stafford

	STAF
	D

	
	Unsubsidized Stafford
	STAF
	L

	
	PLUS
	PLUS
	U


· Section D: All loans the borrower holds should be listed on the application whether or not they are to be included in the Fast-Track consolidation.  Those loans the borrower does not wish to consolidate (e.g., because they dispute that they owe that loan) or which cannot be consolidated through Fast-Track (e.g., because they are held by another loan-holder) should be marked as “not to be consolidated”.  Direct Loans needs to know the total extent of the borrower’s student loan indebtedness for purposes of computing payment amounts for various plans.  Note that, currently, Fast-Track will not accept applications if the borrower has loans held by an agency other than ED Collections, and that Collections requires that all loans must be consolidated (or other loans must first be resolved).

· Section E:  Note that this section for selecting a repayment plan is separate from the Repayment Plan Selection Form.  Borrowers who choose ICR must also complete that separate form in addition to this section of the application.

· Page 4:  Page 4 of the application/promissory note contains important disclosures and must be sent to the borrower and must be included in the documents sent to LCC.

Reviewing Signed Applications

Once the borrower returns the signed application materials to the collection agency, the collection agency should review the forms to ensure that the borrower has not changed any information and that the application materials are complete and accurate.  If necessary, the collection agency should prepare new forms for the borrower to sign.

Submitting Application Materials to Direct Loans

Prepare an LVC
Once the collection agency has reviewed the application materials for accuracy and completeness, the agency should complete a Direct Consolidation LVC.  Only the OMB-approved certification form is acceptable.  Because the form provides very little space for hand-written entries and because it has been a major source of Fast-Track errors, ED strongly recommends that its collection agencies either establish a computerized method for completing the LVC or use the desktop electronic version of the LVC which ED has created.  This application, “Fast-Track LVC 2000.xls”, is in Microsoft Excel 97 and will not run correctly in other applications.  Its success and usefulness are such that Direct Loans recently made it available to the entire loan-holder community.  The instructions for this application can be found in Appendix C, and both the application and its instructions can be downloaded from the PCA website.  The specific edit requirements for the LVC are described in the document, “Fast-Track Edit Requirements” (Appendix E).

Timing Fast-Track Submissions

As stated earlier, each agency will be subject to a cap on the number of applications they may submit through Fast-Track each week.  Accordingly, the Fast-Track week begins on Monday and ends on Saturday--any applications received at the LCC during that time period will count toward the weekly limit.  Any applications received beyond the cap amount will be returned to the collection agency unprocessed--they will not be held over for the next week’s processing.

Agencies should pace their submissions during the week to allow for smoother processing at the LCC; if the cap is 100/week, the LCC prefers to receive approximately 20% of an agency’s total submissions each day.

Forms to be Submitted

What follows is a summary of the forms which constitute a complete Fast-Track application package.

	Forms Which Must be Submitted to LCC
	
	
	
	

	Form
	No. Pages
	All Borrowers
	ICR Borrowers
	PLUS Borrowers

	Application Form
	4
	X
	X
	X

	Repayment Plan Selection Form
	1
	
	X
	

	Loan Verification Certificate
	1
	X
	X
	X

	Consent to Disclosure of Tax Information
	1
	
	X
	

	Promissory Note Endorser Addendum
	1
	
	
	X

	Credit Report for Endorser
	1
	
	
	X


Daily Submissions and the Transmittal Manifest

All of the applications submitted on a given day may be transmitted to the LCC in a single express delivery parcel (use of an express delivery service is recommended so that shipments may be tracked and a documented record of transmissions can be maintained).  Fast-Track submissions should be sent to:



Direct Loan Consolidation Center



Attn: Fast-Track

10100 Linn Station Road, Fifth Floor 

Louisville, KY 40223-3813

When application packages for multiple borrowers are being transmitted together, each application package (i.e., all the forms supporting one borrower’s application) should be paper-clipped or rubber-banded together.  All the application packages in a given shipment should be covered by a manifest sheet which lists the borrower SSN and the forms included for that borrower.  Use of the Manifest facilitates tracking and helps the LCC identify missing packages immediately.  The manifest form itself is not an official form, and agencies are free to create their own, so long as it is acceptable to the Fast-Track unit at LCC.  What follows is a facsimile of a sample manifest sheet:

	Fast-Track Transmittal Manifest

	
	
	
	
	
	
	
	
	
	

	Agency Name
	
	
	
	
	
	
	
	

	Agency Fast Track Number
	
	
	
	
	
	
	

	Date Submitted
	
	
	
	
	
	
	
	

	Number of Packages in this Transmittal
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Borrower 
	Forms Submitted
	LCC 

	SSN
	Borrower Name
	Application
	Repay Selection
	Prom Note
	LVC
	ICR Waiver
	Endorser Addendum
	Endorser Credit Report
	Accept or Reject

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	


The Fast-Track unit at the LCC is required to confirm, via fax, that they have received each manifest within twenty-four hours of its receipt.  If you do not receive such confirmation, follow up with the Fast-Track unit and, if necessary with your shipper.  Agencies should retain these transmittal acknowledgments in the event future discrepancies arise.

Errors on Application Materials

The final great efficiency of Fast-Track is that Direct Loans does not have to cope with resolving errors.  If a form is incomplete or an entry fails their edit criteria, the entire application package is returned to the collection agency for handling.  The document “Fast-Track Edit Requirements” (Appendix E) details acceptable entries and notes which items can be changed on the form by the collection agency, which items require the borrower’s initials to be changed, and which items cannot be changed (in other words, the entire form must be completed again).

Resubmitting Corrected Applications

Once an application package has been corrected, it can be re-submitted to the LCC for processing.  Importantly, these resubmissions should not count against an agency’s weekly cap.  Thus, if an agency submits 100 new applications--the full amount of their limit--they may also submit any corrected applications and expect all those submissions to be processed.

To distinguish new submissions from corrections, a separate and distinctive manifest should be used for each group.  

Tracking the Progress of Fast-Track Submissions

Once an application package has been submitted, the agency should monitor the daily posting reports to ensure that it funds within a reasonable timeframe.  Currently, it is reasonable to expect a non-ICR application to fund within three weeks of submission; an additional two-weeks should be allowed for ICR applications. Direct Loans funds once a week, almost always on Tuesday and generally overnights the check to the NPC so that it is received on Wednesday.  The NPC has three working days to post the check.  If all the submissions of an entire bundle do not fund as expected, it is reasonable to assume some general delay has occurred, and if such delays are chronic this should be reported to Mike Bryant.  If all but a few applications from a given package fund, it is appropriate for the agency to follow up with the Fast-Track unit on the status of the applications, which did not fund.

Borrower Follow-Up

Even after certification, the borrower should continue making their voluntary payments to DCS until the consolidation payment posts—it is the agency’s responsibility to enforce this.  Once the consolidation payment posts collection agencies should contact borrowers to ensure a smooth transition to Direct Loans.

Appendix A

Acknowledgment of Certification Responsibilities 

Acknowledgment of Certification Responsibilities
I certify that I understand all of the statutory and regulatory requirements governing the eligibility of borrowers for consolidation in both the Federal Family Education Loan Program and the William D. Ford Federal Direct Loan Program.  I further certify that I understand all of the contractual requirements governing the eligibility of borrowers in the portfolio of the Department of Education’s Student Financial Assistance Programs Students Channel Collections.  I confirm that I have a thorough knowledge of the Debt Management and Collection System and can discern whether or not borrowers have met the eligibility requirements for consolidation.  Prior to certifying any borrower as eligible for consolidation, I will review all pertinent screens in the Debt Management and Collection System and, as necessary, in my company’s collection system.  I understand that, by signing any Loan Verification Certificate, or otherwise certifying that a borrower is eligible for consolidation, I am affirming that, to the best of my knowledge, that borrower meets all regulatory, statutory and contractual requirements.  I also understand that any false statement on my part may result in criminal or civil sanctions against my company both or me.  

Full Name of Authorized Official ________________________

Signature of Authorized Official _________________________

     Today’s Date ___________________

Appendix B

Linking Fast-Track Submissions to Post-Consolidation Delinquency Rates

Computing the Fast-Track Weekly Cap

1.
The number of new applications that a collection agency may submit through Fast-Track each week—i.e., its weekly cap—shall be based on:

1.1.
that agency’s problem rate (defined below), and

1.2.
that agency’s share of all accounts assigned to DCS collection agencies.

2.
Problem Rate:  An agency’s problem rate is the sum of two rates:  the percent of Fast-Track borrowers who make a payment to DCS after consolidation, and the post-consolidation delinquency rate of Fast-Track borrowers.

2.1.
The problem rate shall be computed quarterly (every three months).

2.2.
The percent of Fast-Track borrowers who make a payment to DCS after consolidation shall include accounts where:

2.1.1.
a voluntary payment effectively posts more than seven days after the posting date of the final consolidation payment,

2.1.2.
no unconsolidated debts remain on the account, 

2.1.3.
the consolidation payment posted in the preceding quarter, and

2.1.4.
a commission was paid to the agency.

2.2.
The post-consolidation delinquency rate shall be the higher of a) the percent of borrowers more than sixty (60) days delinquent, or b) the initial value of accounts more than sixty (60) days delinquent.

2.2.1.
Initial value is defined as the aggregate initial consolidation loan balance of accounts more than sixty days delinquent.  [Example:  An agency has submitted six Fast-Track accounts, five of which resulted in a $1000 consolidation payoff from the FDSLP and one of which resulted in a $5000 payoff.  If only this last borrower became delinquent, the delinquency rate would be 50%.]  

2.2.2.
The delinquency rate shall be defined as the number/value of accounts delinquent divided by the number/value of accounts which could be delinquent.

2.2.3.
Borrowers on the Income-Contingent Repayment Plan, whose required monthly payment is zero, shall be excluded from the analysis.

2.2.4.
Borrowers in a non-repayment status such as deferment or forbearance shall be excluded from the analysis.

2.2.5.
Borrowers not yet in repayment for sixty-one (61) days shall be excluded from the analysis.

2.2.6.
Fast-Track accounts where no commission was paid to the collection agency shall be excluded from the analysis.

2.2.7.
Borrowers who consolidated more than one year prior shall be excluded from the analysis.

3.
Base Cap:  An agency’s base weekly cap shall be in proportion to that agency’s share of all accounts assigned to DCS collection agencies.  The base cap shall be computed by multiplying that agency’s share of assigned accounts by 1800.  [Example:  if DCS has assigned 100,000 accounts to its collection agencies, and Agency A has 10,000 accounts, its share of assigned accounts is 10%.  Its base weekly cap would be 180 applications (10% x 1800).]

4.
Adjusted Cap:  An agency’s actual, or adjusted, weekly cap shall be computed as follows:

4.1.
If an agency’s problem rate is less than or equal to 10%, that agency shall be able to submit an unlimited number of applications through Fast-Track until its problem rate is determined to exceed 10%.

4.2.
If an agency’s problem rate is higher than 40%, that agency shall not be allowed to submit further applications through Fast-Track until its problem rate is determined to be 40% or below.  At a minimum, this exclusion would last three months, and at a maximum it would last twelve months.

4.3.
If an agency’s problem rate is 20%, that agency’s cap shall be equal to its base cap.

4.4.
For every percentage point by which an agency’s problem rate is less than 20%, that agency’s base cap shall be increased by 10%.  [Example:  An agency has a base cap of 100 and a problem rate of 19%; its adjusted cap would be 110.]

4.5.
For every percentage point by which an agency’s problem rate is higher than 20%, that agency’s base cap shall be decreased by 5%.  [Example:  An agency has a base cap of 100 and a problem rate of 21%; its adjusted cap would be 95.]

5.
Weekly caps shall be adjusted quarterly, and shall take effect the third week following the quarterly computation of the problem rates.  This will allow agencies two full weeks to submit any backlog of accounts built up under the previous cap.

6.
Since the computation of the problem rate is based in large part on data provided by Direct Loan Servicing, the quarters during which various caps are in place may not be of exactly equal duration.

7.
Adjusted caps will be computed for the first time after the end of the quarter ending September 30, 1998; until that time base caps will be in effect. 

8.
An agency’s cap affects the number of new applications Direct Loans will process during any one-week period, which begins on Monday and ends on Saturday.  An agency must time its submissions of new applications so that not more than its cap arrives at the Direct Loan Consolidation Center during that one-week period. 

9.
Applications, which were rejected due to errors and are resubmitted with corrections, do not count against the weekly cap.

Appendix C

The Excel Version of the Direct Consolidation Loan Verification Certificate
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Instructions for Using 

the Excel Version of the 

Federal Direct Consolidation Loan 

Verification Certificate

Software Requirements:

This application was created in Microsoft Excel, version 5.0.  Because it relies heavily on formats, it should be run only on Excel 5.0 or higher.  The formats may not transfer correctly to other spreadsheet applications such as Lotus; the user should test carefully the outputs of any attempt to run this application to ensure compatibility with individual printers, networks and computers.

Using the Program:
1. The program is a workbook comprised of two worksheets.  The user enters data only into the worksheet called “DataInput”.   Once all data has been entered, the user should print the worksheet called “Certificate”.  The program will not allow the user to directly enter data into the second worksheet, and the first worksheet cannot be printed and submitted in place of a regular certificate.

2. Loan holder and payoff address information need only be entered once by the user.  It is suggested that you enter this data immediately and save the file with your information to avoid the need for duplicative effort.  The fields for entering this information are LCCated at the bottom of the “DataInput” worksheet.

3. The program is hard-coded to fill the VC’s Field 4 (“Today’s Date”) and the signature date with the date on which you print the form.  The LCC will assume that interest reported on the VC reflects accruals through this date.  Thus, you should print the form on the same day that you pull data from the DMCS.  Do not project interest into the future; the LCC will compute the interest that accrues after certification using the per diem value on the VC.

4. Most of the actual data input fields are self-explanatory and correlate to actual fields on the VC.  It is strongly recommended that you test the program before implementing it on a wide scale.  The worksheet “Certificate”, when printed, should look almost exactly like a regular verification certificate; if it appears to be different, contact the LCC.  It is recommended that you submit a test version to LCC to ensure that your input conventions are correct and that the integrity of the program has not been affected by software or hardware differences.  For technical support on this software, please contact Mike Bryant at 319-339-6550.

Appendix D

Fast-Track Checklists

Before Recommending Fast-Track
· All debts are eligible for consolidation or have been resolved (no judgment debts, outstanding POVRs or consolidation loans)

· Borrower appears to be a good risk for success after consolidation

· Borrower is not in wage garnishment

Before Sending Application Materials

· Borrower has made, or agrees to make, payments of at least .5% of the amount to be consolidated

· Borrower has been counseled on the ramifications of consolidation

· Borrower has been sent the W69 Letter

· Borrower has been counseled on the various repayment plans available

Application Materials to Be Sent
	Form
	No. Pages
	All Borrowers
	ICR Borrowers
	PLUS Borrowers

	Borrower's Rights and Responsibilities
	2
	X
	X
	X

	Application Form/Promissory Note
	4
	X
	X
	X

	Repayment Plan Selection Form
	1
	
	X
	

	Consent to Disclosure of Tax Information
	1
	
	X
	

	Promissory Note Endorser Addendum
	1
	
	
	X


Before Certifying Borrower as Eligible for Consolidation
· Borrower has paid in full any program overpayments

· Borrower has made all qualifying payments regularly and on time

· Payments under $75 have been substantiated by a financial statement

· Borrower has been counseled on the ramifications of consolidation and the notepad screen reflects this

· Borrower has been sent the W69 letter

· Borrower has paid in full any debts with judgments

· Borrower is not applying for consolidation with another lender

Certification Checklist
· All loans listed as “to be consolidated” on the application are on the LVC

· Only eligible loans are on the LVC

· All loans have been confirmed not to be consolidations 

Documents to be Submitted to the LCC
	Form
	No. Pages
	All Borrowers
	ICR Borrowers
	PLUS Borrowers

	Application Form/Promissory Note
	4
	X
	X
	X

	Repayment Plan Selection Form
	1
	
	X
	

	Loan Verification Certificate
	1
	X
	X
	X

	Consent to Disclosure of Tax Information
	1
	
	X
	

	Promissory Note Endorser Addendum
	1
	
	
	X

	Credit Report for Endorser
	1
	
	
	X


	First Letter of Debt ID
	Program
	Loan Type
	DMCS Abbreviation
	DMCS Screen
	Direct Loan Type Code
	Direct Loan Packet

	F
	Federally Insured Student Loans
	Federally Insured Student Loan
	FISL
	R105
	C
	Subsidized

	N
	Campus-Based Student Loans
	National Direct Student Loan
	I
	R106
	M
	Subsidized

	
	
	National Defense Student Loan
	E
	R106
	N
	Subsidized

	
	
	Perkins Loan
	P
	R106
	F
	Subsidized

	G
	Guaranteed Student Loans
	Stafford
	STAF
	R107
	A
	Subsidized

	
	
	Supplemental Loan for Students
	SLS
	R107
	H
	Unsubsidized

	
	
	Auxiliary Loan to Assist Students
	ALAS
	R107
	P
	Unsubsidized

	
	
	Consolidation
	CONS
	R107
	O
	Subsidized

	
	
	Parental Loan for Undergraduate Students
	PLUS
	R107
	T
	PLUS

	D

	Direct Loans
	Subsidized Stafford
	STAF
	R116
	D
	Subsidized

	
	
	Unsubsidized Stafford
	STAF
	R116
	L
	Unsubsidized

	
	
	PLUS
	PLUS
	R116
	U
	PLUS

	
	
	Subsidized Consolidation

	STAF
	R116
	D
	*

	
	
	Unsubsidized Consolidation
	STAF
	R116
	E
	*

	
	
	PLUS Consolidation
	PLUS
	R116
	V
	*


Appendix E

Subsequent pages are the actual checklist LCC staff uses to review a Fast-Track page.

LCC’s FAST TRACK DOCUMENT CHECKLIST
Documents to be completed in ink

BORROWER NAME 



BORROWER SSN____________________________

(Last, First, Middle)

QC REP




DATE REVIEWED


CA#______________

CA STAMP ON EACH DOCUMENT         Yes___  No____


















SECTION A – PAGE 1 




SECTION E – PAGE 3 (CONT)
Borrower Full Name
                           Yes___  No_____

ICR Selected               

YES___NO____









                                    

Borrower SSN
                           Yes___  No_____

Separate RPS submitted
YES___NO___

Borrower Address
                           Yes___ No_____

SECTION F – PAGE 3
Borrower Home or Work #
         Yes___   No_____

Borrower Signature        
Yes___No___

FAX #  or  none

          Yes___   No_____

Date


Yes___No___

Borrower Date of Birth      
          Yes____No_____

VERIFICATION CERTIFICATE








Borrower Drivers Licence# or none      Yes___ No_____


Loan Holder Information
Yes___No___

Employment Info                                  Yes____ No_____

Certification Date

Yes___No___

Joint Consolidation Field
          Yes___ No____


Borrower Information

Yes___No___

SECTION B – PAGE 1



  
Account  Numbers

Yes___No___

Complete References                             Yes___ No_____


Loan Types

Yes___No___

SECTION C-PAGE 1













Interest Rates

Yes___No___

Spouse Information left blank                Yes___No___












Principle Balance Outstanding     Yes___No___

SECTION D PAGE 2












Interest through today’s date
Yes___No___

Borrower’s Name

          Yes___ No____










Fees and Late Charges (0)
Yes___No___

Borrower’s SSN                                     Yes___ No____








Collection Costs

Yes___No___

Loan Holder
                            Yes___ No____









Total


Yes___No___

Loan Type                                              Yes___ No_____









Disbursement Dates

Yes___No___








In-School (NO)

Yes___No___

Loan ID (Account #)                              Yes__ No_____









ED School Code

Yes___No___

Current Balance
                             Yes__ No_____










Anticipated Grad Date

Yes___No___

To Be Consolidated Field                       Yes__  No____


checked






Default Status (Yes)

Yes___No___


Section E – PAGE 3




Satisfactory Repayment  (YES)    
Yes___No___
Borrower’s Name

            Yes____ No____

Judgement  Noted (NO)
Yes___No___













Authorized Official Signature,
Yes___No___

Borrower’s SSN                                       Yes____ No____

Title, & Printed Name













Was Repayment other than ICR selected Yes____No____

Date


Yes___No___

(if no, complete Repayment Selection & ICR 

Authorization on pg 2)



REPAYMENT SELECTION






INCOME CONTINGENT AUTHORIZATION

Borrower Full Name
                 Yes____ No____













Borrower SSN

Yes____ No____



Appropriate repayment  plan
Yes____No_____

Borrower Full Name Printed                 Yes____  No____

selected  

Spouse Name
     N/A___Yes____ No____

Borrower SSN                                       Yes____  No____
(if applicable)

Spouse SSN
     N/A____Yes____ No____

Borrower Signature                               Yes____  No____

(if applicable)

Family Size

Yes____ No____

Dated                                                     Yes____  No____

Joint Repayment
     N/A____Yes____ No____

Spouse Name (if applicable)    N/A___Yes____  No____

Spouse Signature
     N/A____Yes____ No____

Spouse SSN (if applicable)      N/A___Yes____  No____

Borrower Signature 

Yes___  No____

















Date

 
Yes____ No____









PROMISSORY  NOTE/ENDORSER ADDENDUM















Borrower Name


Yes____ No____



Borrower Address


Yes____ No____


















Borrower SSN


Yes____No____















Borrower DOB


Yes____No____



Borrower Home #


Yes____No____







PLUS Consolidation amount

Yes____No____



Endorser Name


Yes____No____

Endorser SSN


Yes____No____

Endorser DOB


Yes____No____















Permanent Address


Yes____No____

Drivers License # or None entered

Yes____No____

US citizenship stated


Yes____No____

Employment History


Yes____No____















Two Complete References

Yes____No____

Endorser Signature 


Yes____No____

Date



Yes____No____

CREDIT CHECK REPORT

Credit Check Included
         N/A___Yes___No___

FFEL REHABILITATION

Section 3.2.D.1 SOW

Loan Rehabilitation is a program designed to allow the borrower an opportunity to have their loan(s) taken out of default.  The program is authorized by Section 4287(a) of the HEA, 1992.

The PCA will forward accounts eligible for the monthly rehabilitation sale to the PIC. The required supporting documentation must be attached and sent to the attention of the Rehabilitation Unit. 

Loan Rehabilitation Program

I. Requirements

· The loan balance must be at least $1,500.00 in principal and interest at the time of Rehabilitation.
· ED recommends that the monthly payment amount be at least 1.2% of the payoff or outstanding balance in order to approximate the borrower’s monthly payment to Student Loan Marketing Association (SLMA).  The borrower must make 12 consecutive monthly payments.  The borrower may make payments of less than 1.2%, however they should be advised that once the loan is accepted by SLMA, the monthly payments amount will increase.  If the payments are less than 1.2%, the PCA will receive an administrative resolution fee instead of a commission on the final rehabilitation payoff.
· The Rehabilitation agreement becomes null and void if any payment is more than 15 days late or a check is returned.  If these things should occur the borrower would need to make a new repayment agreement and begin making twelve consecutive payments from that time.

· The borrower must continue to make payments to ED until they are advised, in writing to start making payments to SLMA.

· Administrative Wage Garnishment and Federal Employee Defaulter accounts that are currently being offset or garnished can participate only if the rehab payments are made in addition to the offset or garnishment.
II. Loans that are not eligible for FFEL Rehabilitation

· NDSL loans are not eligible for FFEL Rehabilitation.

· Borrowers that have loans with judgments are not eligible to participate in the     

loan Rehabilitation program.

III. Advantages to borrowers

· The loan is purchased by a new lender, SLMA, and is taken out of default.

· The borrower’s loan is deleted from credit bureau reporting.

· The borrower will be eligible for additional Title IV aid.

· The interest rate remains the same.


· No collection fees.  The amount sold to SLMA does not include collection fees, only principal and interest.  However, interest is capitalized into the principal amount.

IV. PCA responsibilities 

1. The PCA must review with the borrower the following;

· 12 consecutive monthly payments in an agreed upon amount.  Any changes in the payment amount must be supported by a financial statement, and agreed to by the PCA.

· No returned checks.

· No late payments (greater than 15 days).

· Payments must continue until the borrower receives written notification from SLMA or ED that the sale is complete.

· Payments received after the sale is complete will be forward to SLMA.

· The sale amount, which includes principal and interest, will become the beginning principal balance with SLMA.

· SLMA will establish a new due date and will calculate the monthly payment amount based upon the beginning principal balance.

· Rehab is a 10-year program.  The borrower’s first 12 months are with ED.  The remaining 9 years are with SLMA and the monthly payment amount. may increase.

· If the borrower defaults on the new loan with SLMA it may be subject to an additional 18.5% fee, in addition to collection costs.
2. The PCA will obtain a signed agreement from the borrower asking to participate in the Loan Rehabilitation program.

3. The PCA will document ED’s system advising that the borrower has agreed to participate in the Loan Rehabilitation program. 

4.
Once the borrower has made the 12th consecutive payment the PCA will prepare the account for submission in the monthly rehabilitation sale as follows:
· prepare the account for the monthly rehabilitation sale program in the prescribed file folder format;

· access the PCA Web site, Collection Agency Support – Rehab Sale at

http://www.collections.sitehosting.net/www/secure/rehab/index.htm.

· click on “Add a borrower to this month's sale”, this will take you to the Account Input screen and enter the data requested;

· once you have recorded the information as requested, click on the “Submit my data” button.  This information will be loaded to the rehabilitation sale database for preparation by the rehabilitation team.  (Note:  Please verify the information submitted since you will not be able to edit it once you have submitted the account information.  In the event, you need to edit the information, please follow the directions at the top of the page.); 

· print a copy of the transaction confirmation form  and included it in the account file folder;

· annotate the L102 notepad with the following language “Account submitted in the MM/YY (month/year) rehab sale”;

5.  The PCA will forward the account(s) to the appropriate office, currently PIC.  These accounts must be in the office by close of business on the 15th of each month, the closing date of each sale.  Any account received after the 15th will be held and submitted for the next month’s rehabilitation sale.

Miscellaneous Problems


· Accounts with a garnishment  “VPY” status must be changed to “SWG” prior to submitting the account for the rehabilitation sale.

· The next payment due date must be changed to the 28th of each month for the month following the closing date. (e.g. closing date, 06/15/00, payment due date should be 07/28/00)

· During the 12-month repayment period, returned checks are not acceptable and the Rehabilitation agreement becomes null and void.

· Excessive fees must be removed from the account prior to submission of the account for the rehab sale.  These fees should be removed as soon as the repayment schedule for the rehabilitation program is established.

Loan Rehabilitation File Folder Format
Any account file folder that is not presented in the proper format and does not meet the rehabilitation requirements will be rejected from that month’s sale and returned to the appropriate loan analyst/collection agency.

The PCA responsible for submitting the account improperly will bear the responsibility for informing the borrower of the late submission of the account for the rehabilitation program as well as resubmitting the account in the next month’s sale.

Left Side

·  The Borrower’s Permission Letter, signed and dated, by the borrower.

· Copy of R110 screen showing the balance as of the closing date of the sale, the 15th of the month.

· Copy of the 1st page of the R103.

· Copy of the last page of the L102 notepad with the annotation stating the account has been submitted in the (month/year)   rehab sale.

Right Side

· Transaction Confirmation Form

· R110 screen (one copy, balance as of the 15th of each month)

· L101 screen  (one copy)

· L103 screen (one copy)

· R101 screen (one copy)

· L109 screen (one copy for each debt)

· R107 screen (one copy for each debt)

· R103 Screen History which lists the 12 qualifying payments only.  
        Each payment must be highlighted.

ADMINISTRATIVE WAGE GARNISHMENT

Section 3.3 SOW

President George Bush gave ED the authority for the Administrative Wage Garnishment Program under Section 605 of the Emergency Unemployment Compensation Act of 1991 (P.L. 102-164).  This law authorized the Secretary of Education to seek recovery of outstanding student loan debts through the offset of ten percent (10%) of the disposable pay of employed individuals who have defaulted on their student loan obligations.

The Department’s Division of Student Credit Management - Collections implemented this authority on a pilot basis in 1992-1993 for in-house accounts.  Because of our success, we implemented a pilot with the PCAs in 1994.  This pilot was also successful and AWG is now an important part of our arsenal of collection tools.

AWG should be considered as one of the final dispositions for an account, and accounts should be evaluated for AWG prior to litigation.

PCAs are required to identify eligible accounts to be moved into the AWG process.  If during your contact with the borrower, you determine that the borrower has the ability to but no intention of paying, the borrower may be a candidate for AWG.  

To determine if the borrower is a possible candidate, the PCA will:


1)
Verify with the borrower their name, SSN, and home address.

2) 
If there is no contact with the borrower, there must be at least 2 messages left at the borrower’s place of employment no less than 5 business days before AWG is initiated, and at least 5 attempts at the borrower’s home number at different times before AWG is initiated. (Includes no answer, left message and busy).
3) Verify employment with the payroll or Human Resources office using the borrower’s name and SSN.  The following information must be verified:  

· Borrower’s date of hire.

· The borrower is a current, full-time employee (or meets the minimum monthly salary requirements if part-time).

· The borrower is not self-employed.

· The borrower is not a Federal or military employee.  

· The payroll address and contact information for garnishment notices.

4) Verify that the account has been with the PCA for a minimum of sixty 

days.


5)
Review Letter History (L106) or Collector Notepad (L102) on the ED-DMCS for previous successful contact (no returned mail from the primary address).

6) No agreed payment arrangements made within sixty calendar days. If the borrower remits an unsolicited payment, the PCA must attempt to get the borrower into repayment prior to AWG.


7)
No open borrower disputes.


8)
No split accounts (all debts will be in same location code).

9)
The account must have a complete letter series that includes a first demand, second demand and at least one letter inviting payment arrangements, rehabilitation, or consolidation prior to initiating AWG.

NOTES:  An account can have subsequently assigned debts subjected to wage garnishment action.  However, the entire wage garnishment notification and hearing process must be repeated for each new debt assigned to the account.  When a new debt is added to the ED-DMCS, the system will automatically send the S02 letter on the new debt so that the borrower has due process.

Persons whose terms of employment include extended periods of leave followed by a return to service (e.g., teachers) are eligible for wage garnishment consideration. Seasonal employees with no constant employers, such as farm laborers or independent contractors, are not considered eligible.

The PCA will use the L140, L141 and L142 screens on the ED-DMCS to move an account into the AWG program. The instructions are in the AWG Section of the E-Systems Manual.  

If you discover that you made a mistake on the same day that you entered the account into the AWG sub-system, you can go to the L140 and enter the code ‘SWG’ to stop the account with no letter sent.

After you have entered the information on the L140, L141 and L142 screens, the GDAWG510 program will look at the account overnight and, if the account passes all GDAWG edits, will create the NOTICE OF PROPOSED WAGE GARNISHMENT (S02) with enclosure “REQUEST FOR HEARING” form along with a Financial Statement to be mailed to the borrower and change the status to ‘WG1’.  The system then sets a follow-up date for 36 days and if no new status code is input on the L140 screen, the GDAWG510 program will automatically move the account to the next status OW1 and create the FINAL NOTICE OF WAGE GARNISHMENT FOR DEBT OWED TO U.S. GOVERNMENT (A91) and the ORDER FOR WITHHOLDING OF EMPLOYEE WAGES FOR DEBT OWED TO U.S. GOVERNMENT  (Y11) to the employer and sets follow-up for 36 days.

If there is no response from the employer, the GDAWG program automatically moves the account to OW2 status code and sends the SECOND ORDER FOR WITHHOLDING OF EMPLOYEE WAGES DUE TO DEBT OWED TO U.S. GOVERNMENT  (Z31) and sets follow-up for 36 days.  If there is no payment from the employer, the account moves into status NCE (non-compliant employer) and a report is generated by the GDAWG program.

PROCEDURES FOR SETTING UP AWG ACCOUNTS FOR VOLUNTARY PAYMENTS

After the initial Notice of Proposed Garnishment (S02) is mailed, the borrower has 30 days from the date of the letter to contact the PCA and set up repayment. If the borrower contacts the PCA to set up payments, the PCA will request that the borrower provide copies of their two most recent pay stubs to verify their monthly income.  The monthly payment amount must be equal to or greater than 10% of the borrower’s disposable income.  If the borrower is unable to pay the required monthly payment amount, the PCA should instruct the borrower to complete the Request for Hearing form included with the S02.

Once the payment amount is determined, the PCA will change the status on the AWG subsystem to VPY, enter the monthly payment amount and the due date on the L140, set up the account to receive billing statements, and send the AWG Repayment Agreement letter to the borrower. The borrower's monthly disposable income and the monthly payment amount must be documented on the collector notepad.

If the borrower elects to pay in full or settle in full (compromise), the PCA should still secure copies of their two most recent pay stubs and determine a monthly payment amount.  The PCA should also enter the monthly payment amount and change the AWG status to VPY on the L140.  The borrower must remit at least the minimum payment due each month to prevent the account moving to OWF status.

The PCA will monitor these accounts to assure that the payment is received by the payment due date and follow up if the payment is not received. If an account in the VPY status goes 61 days with no payment, the GDAWG 510 program changes the status to OWF. The system then sends the Failure to Honor Repayment Agreement (A90), to the borrower and the Order for Withholding of Employee Wages for Debt owed to U.S. Government (Y11), to the employer. 

Administrative Wage Garnishment Non-Compliance

Employers are not as familiar with an administrative wage garnishment order as compared to a judicial order and as a result, they frequently ask the same or similar questions. The cooperation from employers has contributed and will continue to contribute to the significant results in this program.  The Department has created a Web site for employers that addresses their frequently asked questions and provides procedures for complying with the order for withholding. 

The role of the Administrative Wage Garnishment Branch is to assist employers in understanding how to comply with procedural aspects of the AWG order, and provide limited guidance on legal matters.  As a final compliance effort, the branch also reviews and approves referral of the non-compliant employer to the Department of Justice (DOJ) for compliance enforcement. 

LITIGATION OVERVIEW

Section 3.3.B SOW

If the PCA determines, through the course of collections, that the borrower has no intention of repaying their debt, the borrower is a potential candidate for administrative wage garnishment (AWG) or litigation.  Following are the requirements and restrictions for an account to be submitted for litigation:

1. Minimum principal balance of $600 for Private Attorney Pilot Project (PAPP) and $2,500 for regular DOJ offices (contact monitor for removal of all fees).

2. Home address verification within last 30 days must match L101 Screen and CBR.

3. Must include employment verification within 30 days for all referrals

      including PAPP.

4. No referrals with judgments, bankruptcies, pseudo SSNs, payments posted within 60 days or unresolved disputes.  No borrowers that are federal employees, living on reservations or living in foreign countries.

5. No TOP posted in the last two years.

6. No variable interest rate loans.

7. The account must have been on ED's system a minimum of three years.

8. No accounts 15 years old or older (based on the disbursement date), with no payments.
  

Requirements for Litigation Packages

The following documentation will be prepared by the PCA and submitted in the litigation package forwarded to the San Francisco Litigation Branch:

1. Two copies of the complete litigation file.

2. Completed Claims Collection Litigation Report (CCLR).

3. Completed Certificate of Indebtedness (COI) in duplicate.

4. CBR within 30 days.

5. Computer printouts of account collection records within 30 days.

6. Copies of all promissory notes, Student Loan Applications for Insurance Payments and assignment documentation with certified stamp signed and dated on each.

7. Must send complete collection letter series and all correspondence from borrower with responses.

8. Copies of first and last demand letters sent to borrower.  Final demand  letter must allow at least 5 days for payment after letter deadline.

9. Must show phone attempts at home and at work (minimum of 5 at home and 2 at work at different times of the day or night).

Quality Control of Cases Prior to Submission

Prior to submission of the case by the PCA, the following items (at a minimum) should be reviewed for completeness and accuracy:

1. Review COIs all COI(s) must be error free.  All dates must reflect data as contained in the printouts provided.  COIs must be original.  Use interest formula to determine daily accrual.  Different interest rates require separate COIs and a CCLR page 1.

2. Review the CCLR for accuracy.

3. Review CBR for open bankruptcy.

4. Review cover sheet to determine if DOJ location code is correct.

5. Review ED’s database to assure payments have not posted within 60 days and  the account is not paid in full.

6. Review L102 to determine that all disputes are settled and account was not previously referred to DOJ and a judgment exists or has not been returned for other reasons.   Review the R107 screen for state judgments.

7. Review P Note copies for cut off information, legible copies of front and back of the notes.

8. Review COIs and assure name shown as a.k.a. if P-Note name or signature is different from ED system name.

9. No multiple COIs for loans with the same lender and interest rate.

**San Francisco litigation staff will reject all packages with errors and if packages have the same error more than twice, the entire batch will be returned to the PCA for further quality control.  It is very important that PCAs do thorough quality control of ALL cases prior to submission in order not to delay the approval of their cases. 

RESTORING TITLE IV ELIGIBILITY

A borrower that is in default on a loan held by ED or a grant overpayment obligation is ineligible to qualify for additional Title IV student assistance due to the default status. To regain eligibility the borrower must make six consecutive monthly payments.

20 U.S.C. Sec.1091(p)(3) - A student is not eligible for assistance if in default on a Title IV loan or grant overpayment obligation.

20 U.S.C. Sec.1078-6(b) - Reinstatement of eligibility through six regular monthly payments on a defaulted FFELP loan. This benefit is available one time only.

34 CFR 668.35(a), (c): Eligibility reinstated after making satisfactory arrangements to repay the debt, and, for loan obligations, making six consecutive monthly payments under that arrangement. 

If the borrower is not capable of making the prescribed payment amount, a "Statement of Financial Status" form must be completed, along with evidence of income (pay stub/government assistance award notice); and evidence of total family income (tax return). Upon receipt of this information, PCA will determine the installment payment amount that is “reasonable and affordable” for the borrower.  The borrower will become eligible for additional Title IV financial aid after the sixth consecutive timely payment. The borrower should be warned that if he or she does not continue to make payments under “the repayment schedule in effect”, which may be modified from time to time as the borrower’s income and expenses may change, the obligation will again be in default and the borrower will again be ineligible. The borrower will be required to present evidence at regular intervals in the future to permit ED to re-evaluate the amount of the monthly payment the borrower can afford.

FEDERAL EMPLOYEES

Section 3.2.C SOW
Periodically, ED performs matches with the Federal employee (FED) databases. If the account is not currently in repayment, ED retains the right to recall the account from the PCA.

The PCA is required to service FED accounts as they would regular accounts.  FED accounts are eligible for consolidations, loan rehabilitation and compromise (minimum acceptance of principal and interest as full settlement).  However, FED accounts can not be garnished or litigated.

If you are unable to establish a voluntary repayemnt agreement with a Federal employee, you may return the account as “INA”. 

CO-MAKERS

Section 3.6 SOW

A co-maker is a person who co-signs for another person’s student loan.  ED will have initiated collection efforts in pursuit of both the borrower and co-maker prior to transfer of accounts to the PCA.  Once the PCA determines that the borrower is unlocatable, unable to repay the loan(s) or is delinquent, the PCA will pursue collection from the co-maker to the extent permitted by law. 

In the situation of a co-maker, there are two account records stored in the database and both records are connected to the same debt record.  Therefore, if the co-maker dies, becomes disabled, or files bankruptcy, the debt should not be written off because once the debt is written off the borrower is no longer obligated to pay.  The debt should only be written off if the borrower dies, becomes disabled or files a bankruptcy that is dischargeable.  Both the borrower account and the co-maker account should be returned as UNL/INA.

Co-maker information can be found on the L101 and L109 screens.

Both the borrower’s account and the co-maker’s account should be assigned to the same PCA, if this does not happen, you may have the account recalled by contacting the contract monitor.

( L109 )                 DEBT LEVEL INFORMATION SCREEN    ED4246      10/11/00

                  REGION: 05 ACCT OWNER: AG999 COLL NUM: 99999      15:01    

  ACCT NO: S00000000                      DEBT LOC CODE: ED060               

  DEBT NO: G199999999999999                    TYPE DEBT: GSL                 

ACCT NAME: GOLD             , MIKE              S                       

PREV NAME:                  GUARANTY AGENCY:                    OH739     

                                   OHIO                                        

DEBT AWG FLAG:      N       ORIGINATING LENDER:                 899995    

DEBT CLOSE REASON:              SLMA/PENNSYLVANIA HIGHER EDUCATION          

DATE DEBT ESTABLISHED: 12/01/85 ORIGINATING SCHOOL:                 003125    

CURRENT PRINCIPAL:   2,079.53     UNIV OF CINCINNATI MAIN CAMPUS              

CURRENT INTEREST :   3,213.92  CLAIMING LENDER AND ADDRESS:        899995    

CURRENT PENALTY  :        .00     SLMA/PENNSYLVANIA HIGHER EDUCATION          

CURRENT ADMIN    :        .00     11600 SALLIE MAE DRIVE                      

CURRENT FEES     :        .00                                                 

ED BALANCE       :   5,293.45     RESTON                        VA 20193-0000

PROJ/ACT CA      :   1,323.36  COMAKERS:                                     

CA BALANCE       :   6,616.81  C S222222222 GOLD            BEVERLY      

REHAB/CON FEE    :     979.29                                                

REHAB/CON BAL    :   6,272.74                                                

RATE             :        9.00%    _   1                                    

CREDIT BUREAU STATUS:   CO    FIRST REPORTED:          LAST REPORTED:         

FDP FLAG: N ACCT AWG FLG: N DOJ FLAG: N TOP STAT: 01-2  ICRP:      

( L101 )                 ACCOUNT LEVEL INFORMATION       ED4246      10/11/00

                  REGION: 05  ACCT OWNER: ED999  COLL NUM:            15:02    

  ACCT NO: S222222222          ED SSN VERIFICATION CODE: N                     

ACCT NAME: GOLD             , BEVERLY              S                      

  ADDRESS: 1414 SOM CENTER RD APT 512                                          

     CITY: CLEVELAND                        STATE: OH     ZIP: 44124-0000      

BIRTHDATE:             DAY PHONE:                 NIGHT PHONE:                 

PREV LAST:                             PREV FIRST:                             

ED BALANCE:   $5,293.45      PRINCIPAL:   $2,079.53     INTEREST:   $3,213.92 

PENALTY AMT:       $.00 
   ADMIN:        $.00         FEES:        $.00 

                   
   PROJ/ACT CA:   $1,323.36   CA BALANCE:   $6,616.81 

MONTHLY PMT:       $.00  PAST DUE AMT:      $0.00     TOTAL DUE:       $0.00 

LAST PMT DATE:           LAST PMT AMT:      $0.00    DUE DATE:             

DATE BOUN/RV :           LAST PMT BOUN/RV:      .00   TOP STAT: 98 2          

                                                           ICRP:             

  NUMBER AND TYPE OF DEBTS:   CO-MAKER                                         

                               _  1                                            

( L109 )                 DEBT LEVEL INFORMATION SCREEN    ED4246      10/11/00

                   REGION: 05 ACCT OWNER: ED999 COLL NUM:            15:08    

   ACCT NO: S000000000                      DEBT LOC CODE: ED060               

   DEBT NO: G199999999999999                    TYPE DEBT: GSL                 

ACCT NAME: GOLD             , BEVERLY              S                       

PREV NAME:                      GUARANTY AGENCY:                    OH739     

                                 OHIO                                        

DEBT AWG FLAG:      N            ORIGINATING LENDER:                 899995    

DEBT CLOSE REASON:                 SLMA/PENNSYLVANIA HIGHER EDUCATION          

DATE DEBT ESTABLISHED: 12/01/85 ORIGINATING SCHOOL:                 003125    

CURRENT PRINCIPAL:   2,079.53  UNIV OF CINCINNATI MAIN CAMPUS              

CURRENT INTEREST :   3,213.92  CLAIMING LENDER AND ADDRESS:        899995    

CURRENT PENALTY  :        .00     SLMA/PENNSYLVANIA HIGHER EDUCATION          

CURRENT ADMIN    :        .00     11600 SALLIE MAE DRIVE                      

CURRENT FEES     :        .00                                                 

ED BALANCE       :   5,293.45     RESTON                         VA 20193-0000

PROJ/ACT CA      :   1,323.36  COMAKERS:                                     

CA BALANCE       :   6,616.81  P S000000000 GOLD            MIKE      

REHAB/CON FEE    :     979.29                                                

REHAB/CON BAL    :   6,272.74                                                

RATE             :        9.00%    _   1                                    

CREDIT BUREAU STATUS:   CO    FIRST REPORTED:          LAST REPORTED:         

FDP FLAG: N ACCT AWG FLG: N DOJ FLAG: N TOP STAT: 98-2  ICRP:     

DELINQUENT ACCOUNTS

Section 3.2.E SOW

An account is considered delinquent when a subsequent payment has not been received within 60th days of the last payment.  This includes gratuitous payments.  If the PCA is unable to convince the borrower to bring their account current by the next payment due date, the PCA will review the account to determine if it is eligible for one of the following:

· Administrative Wage Garnishment (AWG). The PCA will determine if the borrower is a candidate for AWG.  If the account is eligible, the PCA will move the account into the AWG sub-system, or (See AWG procedures).

· Litigation. If the account is eligible, the PCA will send to the borrower a notice of intent to litigate. (See Lit procedures).

SUSPENSION OF COLLECTION ACTIVITY

Section 3.5 SOW

The PCA will immediately suspend collection activity on an account and refer it to ED or ED’s representative for resolution within 5 calendar days after any of the following occur: (NOT RETURN THE ACCOUNT),

· The borrower disputes the amount owed citing, for example, that the debt was never incurred, was paid off, or should have been canceled.

· The borrower raises a legal defense against repayment (for example: closed school, ability to benefit, fraud, forgery, or circumstances under which ED may be prohibited from pursuing collection).

· The borrower requests a written review or hearing in response to the 65-Day Notice of Federal Offset or 30-day Administrative Wage Garnishment Notice. The PCA will process all such correspondence in accordance with ED requirements and guidelines.

Once a decision has been made by ED, the PCA will be notified to resume collection activity or close and return the account. Failure by the PCA to cease collection activity as required will result in recall of the account by ED.

The initial suspension should be for sixty calendar days unless a decision is brought to the PCA’s attention before then.  If sixty days have passed from the time that the PCA originally put the account in suspense and ED has not made a determination, the PCA has the option to request return of the account via IMF or continue to suspend. 

INTERNAL MAIL FORMS (IMF)

The PCAs will forward to the Atlanta Service Center, Contract Services Branch inquires/disputes regarding the following items. 

· Complaints and complaint responses

· Suspense Removal

· Incarcerations

· SSN changes

· Information concerning misapplication of employer payments

· Requests for CAIVRS release

· Split Bankruptcy Accounts

· Credit Card Issues

· Discretionary Compromises

· Request for Refunds

· Audit Adjustments for Assigned Fees

All other correspondence that cannot be addressed by the PCA will be forwarded to PIC. 

Please complete the IMF with your agency number, borrower’s name, SSN, address, and check the appropriate box concerning the type of inquiry and dispute. Attach all documentation to the IMF and forward to the monitor.

There is an online IMF to request SIF, PIF, Title IV letters, Closed-School, ATB and Unauthorized Signature discharge applications.

INTERNAL MAIL FORM (IMF)

FROM: AG: _____________




DATE:_______/________/_________

BORROWER’S NAME:
___________________________
SSN:
________/_______/________

ADDRESS:
_______________________________________________________________________

CITY, STATE, ZIP CODE:
__________________________________________________________

CHECK IF NEW ADDRESS: 
[   ]

TO:
ATLANTA SERVICE CENTER


ATTENTION: MONITOR

PLEASE CHECK BOX FOR TYPE OF CORRESPONDENCE ATTACHED.

[  ]
COMPLAINT



[  ]
DISCRETIONARY COMPROMISE

[  ]
SSN CORRECTION / CHANGE

[  ]
REQUEST FOR REFUND

[  ]
FEE REMOVAL


[  ]
INCARCERATIONS

[  ]
CREDIT CARD ISSUES

[  ]
CAIVRS RELEASE REQUEST

[  ]
BANKRUPTCY SPLIT ACCOUNTS
[  ]
MISAPPLIED PAYMENTS


(Dischargeable & Non Discharchage)

[  ]
OTHER (SPECIFY):
__________________________________________________________

____________________________________________________________________________________

ED RESPONSE: _____
________________________________________________________________

____________________________________________________________________________________

____________________________________________________________________________________

____________________________________________________________________________________

_______________________________________

________________________________

SIGNATURE OF LOAN ANALYST



DATE

Rev. 11/00


           DO NOT ALTER THIS FORM

THIRD PARTY SSN DISPUTES

If a third party informs the PCA they have contacted the wrong person and that they do not have a defaulted student loan, the PCA should ask the following questions to determined if they have the wrong person:

· What are the last four digits of your social security number?

· What is your date of birth?

· Have you ever lived at _______address?

· What is your parents' name?

Once the PCA has determined they have contacted the wrong party, they should send in an IMF to the contract monitor asking that the third party's address be removed from our system.  They should also begin skip-tracing efforts to find the correct borrower.

If the borrower’s SSN matches the system data, but their name and date of birth are different, request that they send in a copy of their SSN card, birth certificate and driver’s license.  Once the PCA has determined they have contacted the wrong party, they should submit an IMF to the contract monitor asking that the third party’s SSN be removed from our system.

CORRESPONDENCE

Section 2.8 SOW

Upon receipt, the PCA will immediately date stamp routine correspondence.  The PCA will then prepare and forward a response within 15 calendar days of receipt.  The PCA must document on their system the borrower’s concerns and how they were addressed. If the PCA cannot address all of the borrower’s concerns, the correspondence should be forwarded to PIC within 5 calendar days.  The PCA system must be documented as to where the correspondence was referred.  Routine requests that can be handled by the PCA include requests for promissory note copies, payment histories, payment arrangements, and letters indicating inability to pay. Changes in address and phone numbers should be updated on the PCA system and transferred to the ED system by Electronic File Transfer.

Correspondence, including the envelopes, will be maintained at the PCA’s administrative office. These documents must be kept in the area designated for the ED contract and should be secured by lock and key.

The PCA will submit to ED copies of twenty-five  pieces of correspondence each week to ensure that ED has current correspondence to use for sampling and audits.  The text of this correspondence and the date stamp must be legible. ED will perform periodic audits of incoming correspondence received by the PCA to ensure that contract requirements have been met.  If the error rate exceeds 5 percent, the PCA will be notified to make all corrections necessary to reduce its error rate to 5 percent or less.  If the error rate is not reduced to 5 percent or less within the timeframe specified, transfer of accounts will be withheld until all problems are resolved.

	PCA HANDLES
	PIC HANDLES
	MONITOR HANDLES
	OTHER

	Requests for payment arrangements
	Disputes
	Complaints
	Congressionals - Chicago Service Center

	Requests for proof of debt
	Requests for Settled in Full letters
	Requests for Refund
	TOP Hearing Requests - Chicago Service Center

	Financial Statements
	AmeriCorps Vouchers
	CAIVRS Release Requests
	Completed Closed School Applications - San Francisco Service Center

	Administrative Resolution Issues
	DOD Loan Reimbursement Forms
	Credit Card Issues
	

	Letters indicating inability to pay
	Requests for Closed School Discharge
	SSN Changes
	

	AWG Hearing            ATB, Unauthorized

Requests                   Signature
	
	


REQUEST FOR PAID-IN-FULL/SETTLED-IN-FULL LETTERS

When the PCA receives a request, verbal or written, for a paid-in-full or settled-full letter, they will review the account to ensure the borrower has met the repayment requirements on their account.  The request should then be sent to PIC via the PCA Internet web site, under the heading of IMF. 

Accounts that have been compromised are considered settled-in-full accounts. 

Accounts that have been paid by Federal Offset, Administrative Wage Garnishment, Litigation or regular payments are considered paid in full accounts.

ED considers all accounts that have an ED balance of $25.00 or less as paid in full and should be returned as PIF on the EFT.  
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INCARCERATION

If the borrower is incarcerated, the PCA will obtain verification from a prison official of the borrower’s earliest possible parole date. The PCA will document the account with the official’s name, title, prison name, telephone number and parole date.

If the borrower will be incarcerated for a period exceeding 9 months, the PCA will recommend the account be returned.  Complete and attach the incarceration form to an IMF and forward it to the monitor for review. If the borrower will be incarcerated for a period of less than nine (9) months, the PCA will suspend collection on the account and follow up on the account after the borrower’s parole date. The L102 should also be documented with this information.

INCARCERATION FORM


DEBT ID #_____________________________

VERIFICATION OF INCARCERATION

Date: _______________________                                 Agency #__________________

SSN: _________________________________________________________________

Borrower’s Name: _______________________________________________________

Term of Sentence: ______________________________________________________  

Sentence Date: _________________________________________________________

Earliest Parole Eligibility Date: _____________________________________________

Name & Address of Prison: _______________________________________________





  _______________________________________________





  _______________________________________________





  _______________________________________________

Official’s Name & Title: ___________________________________________________

Official’s Telephone Number: ______________________________________________

Verified by (Collector’s Name): _____________________________________________

Rev. 11/00





DO NOT ALTER OR REVISE THIS FORM

PCA PERFORMANCE EVALUATIONS

In Section H.4 of the Request for Task Order there are two types of PCA Performance Evaluations defined for this contract.  One is the Contract Implementation Evaluation (CIE) and the other is the Competitive Performance and Continuous Surveillance (CPCS).  The CIE will be conducted approximately 30 days after the initial transfer of accounts and will assess various start up activities by the PCAs.  The CPCS will be conducted approximately every four (4) months and measures the relative performance of each PCA during the surveillance period.

Contract Implementation Evaluation (CIE)

Approximately 30 days after the initial transfer of accounts, ED will perform a CIE to assess the scheduling and handling of the first transfer of accounts, system related operations, interface between the PCA’s computer operations, the ED-Debt Management Collection System, and administrative interface between the PCA and the ED Monitor.

Following are the Performance Measures that will be reviewed during the CIE:

· Scheduling and Handling of the First Transfer of Accounts  (45%)

Various aspects of start up will be assessed including timely submission of letter text for approval by the PCAs, timely sending of the initial demand letter, adherence to state licensing requirements and updating of borrower information on the ED-DMCS.

· System Related Operations and Interface Between PCA Computer System(s) and ED’s Debt Collection System (45%)

Issues concerning system related operations and interface between the PCAs computer systems and ED’s computer system will be reviewed.  Included in this information will be whether or not the PCA has shown they can successfully receive and transmit test data via EFT and TAPE within 60 days of contract award.  The PCA must have demonstrated the ability to update their system and manipulate information provided by ED (i.e. ability to correctly post payments, update name, address, and employment information, etc.).  In addition, the PCA system will be reviewed to determine if interest and projected collection costs are being correctly calculated and all required equipment must be functional and operational.

Also included under this performance measure is the requirement that the PCAs provide ED with first draft versions of all required manuals prior to their first transfer of accounts and final versions of these manuals within 30 days of ED approval of the drafts.

· Administrative Issues Regarding Start-Up (10%)

Under this performance measure are the requirements concerning the submission of signed Privacy Act statements for all employees by the PCAs within 5 days of training. The submission of security packages for employees must be prior to the first transfer.  Also under this area are the requirements concerning renting a Post Office Box, setting up a toll-free number within 60 days of the task order award and the requirement to have a secured, limited access facility with the ED area separate from all other collection and administrative areas.

If the results of the CIE are considered satisfactory, ED will make a second transfer of accounts to the PCA.  Any PCA considered unsatisfactory during this evaluation will not be eligible for future transfers of accounts until the areas of non-compliance are corrected.  

Competitive Performance and Continuous Surveillance (CPCS)
Approximately four months after the initial transfer of accounts, ED will calculate the first Competitive Performance & Continuous Surveillance (CPCS) ranking for each PCA.  During the first and second CPCS evaluation periods each PCA will receive comparable account placements at the discretion of ED.  At the conclusion of the second CPCS evaluation period, and for subsequent CPCS evaluation periods, account placements will be based on the PCA’s individual performance.  Evaluations will then be conducted approximately every four months to determine if the PCA’s performance continues to meet ED’s expectations. 

The CPCS will be conducted to determine the adequacy of the PCA’s performance on all accounts transferred.  The PCA that achieves the highest overall ranking in the first three performance indicators: Dollars Collected, Account Servicing, and Administrative Resolutions will receive the total potential points for the respective performance indicator.  The points assigned to the remaining PCAs for the first three performance indicators will be based on the relative percentage each PCA is behind the lead PCA. 

Following are the performance measures which will be evaluated and the maximum points eligible to be assigned for each category:

Performance Measures

Dollars Collected


70 Points

Account Servicing 


20 Points

Administrative Resolutions

10 Points

Customer Service Bonus

20 Points  

The values of the first three performance measures will be based on calculations made utilizing the statistics for each PCA during the specific CPCS period.  The fourth performance measure, the Customer Service Bonus, will only apply to selected CPCS periods.  PCAs who consistently deliver outstanding customer service on their accounts may be awarded up to an additional 20 points which will be added to their individual CPCS score. 

Bonus Payment

The bonus payment will be based upon the PCA’s cumulative performance at the conclusion of each CPCS evaluation period.  The first bonus payment will be paid at the conclusion of the second CPCS evaluation period.  The top three (3) PCAs will be paid a bonus payment based upon the dollars collected during the preceding four (4) month CPCS evaluation period.  The bonus payment plan will be based upon the following scale:

Competitive Performance & Continuous

Surveillance (CPCS) Ranking



Bonus
First Place






5%

Second Place





3%

Third
Place






1%

The bonus payment will be applied to the dollars collected by the PCA excluding the final sale value of FFEL consolidations, FDSL consolidations and rehabilitations.  For all purposes except the bonus payment calculation, dollars collected are defined as regular collections, administrative wage garnishment payments, the final sale value of FFEL consolidations, the final sale of all FFEL and FDSL debts rehabilitated.  The bonus payment plan can be terminated and or modified at any time by ED.

RECALL OF ACCOUNTS

Section 4.1 SOW 

The PCA will have twelve months, beginning with the date of each transfer, to convert defaulted student accounts as follows:

· Payment in full

· Satisfied in full

· Satisfactory repayment arrangements (Including Rehabilitation and Consolidation)

· Administrative resolution

· Administrative Wage Garnishment

· Litigation

ED will recall accounts not converted to one of these six categories within the twelve-month period.

Periodically, ED performs matches with Federal employee database and if the account is not in current repayment, ED will recall the account from 
the PCA.

In cases where an ED or PIC employee has documented the collector notepad (L102) with a repayment agreement, placed the account on billing, and the first payment has posted within fifteen days of the due date, the account will immediately be recalled by ED. The PCA will not receive commission on these payments.

RETURN OF ACCOUNTS

Section 4.2 SOW

The PCA will work an account to the level of effort as specified in the contract before the PCA returns the account to ED.  However, they may not return an account prior to six months from the date of the transfer, unless the account balance is resolved.

The PCA will follow procedures relating to the return of accounts as outlined below:

· Any account that has been settled-in-full, paid the amount quoted in the TOP Offset Notice (Principal and Interest), or worked to the level of effort set forth in the contract will be returned within thirty calendar days after it reaches the applicable status.  Changes in these timeframes will be made only with the approval of ED.

· Accounts returned for Administrative Resolution will be returned via electronic file transfer (EFT) on a weekly basis.  If the PCA chooses to return all administrative resolutions on one weekly tape, the accounts must be sorted by return type. (All deaths together, all disabilities together, all dischargeable Chapter 7s together, and all Chapter 13s together).  The PCA will submit a transmittal form and a SSU form with supporting documentation. The PCA will ensure ED's access to imaged documentation to support their request.  If ED determines that the PCA has met contract requirements, the monitor will approve the transmittal and return it to them. The PCA will fax the transmittal and forward the EFT records to ED's computer within two days.  If the monitor disapproves the transmittal, the PCA will be informed of the errors, which must be resolved before resubmitting the data to ED.  

Retention of In-Repayment of Accounts

Section 4.3  SOW

The PCA will retain in-repayment accounts as long as they have a current contract with ED.  If the PCA does not have a current contract with ED,  they may retain in-repayment accounts for an additional 24 months.  Accounts will be recalled when there are no payments for 90 days.

The PCA will work these accounts in accordance with the terms and conditions of the contract and will provide billing and or collection activities for the in-repayment accounts as long as they are assigned to them.  The PCA will be paid for any accounts resolved via the administrative resolution process, during the retention period.

CONTRACT PHASE OUT AND CLOSE OUT OF ACCOUNTS

Section 4.4 SOW

Non-Retention Accounts

ED will recall all outstanding non-retention accounts on which there has been no payment within the last 90 days upon the effective date of phase out.  This process will begin no later than 90 calendar days prior to the last phase of the contract.

Retained In-Repayment Accounts

ED will recall all retained in-repayment accounts upon the effective date of the expiration of the contract unless the PCA has been awarded a subsequent Student Credit Management Collections contract.

The PCA will, according to Federal and or State laws, destroy or dispose of, in a manner which will prevent any unauthorized disclosures, any records containing personally identifiable information, which are not to be returned to ED.  The PCA may be liable for criminal penalties as specified in the Privacy Act (Subsection (i)) for failure to meet these requirements.

TRANSFER OF ACCOUNTS

Section 1.4 SOW 

ED will transfer 20,000 accounts to each PCA approximately 90 calendar days after contract award upon successful implementation of the deliverables as outlined in Section 5.1 Contract Deliverables.  ED has performed at least minimum collection activity on all accounts.  Most accounts have also been worked by one or more private collection agencies.  ED will not distinguish an account by the number of times that it has been placed with a collection agency or make transfers based on the default date of the loan.  The only common characteristic is that each account be categorized as delinquent and the minimum balance (principal, interest, penalty fees, fees, administrative costs) transferred is at least $150.00.

The PCA will send the first demand letter to the borrower with three to five calendar days of the transfer or within 24 hours of initial communication with the borrower.  The PCA will send it to the borrower’s address that is provided in the address status field on the Transfer of Accounts Tape.  The letter will inform the borrower that the account has been placed with a private collection agency and provides the title and address of the ED official to whom questions and complaints regarding the PCA procedures or policies should be directed.  

Additional account transfers will be based on PCA performance and evaluations conducted by ED.  Failure to achieve a level of performance that falls within the "competitive range" of performance for all collection agencies may result in no additional account transfers to poor performers until performance within the competitive range is achieved.  Description and timing of evaluations to be conducted in determining PCA performance are elsewhere in the task order request.

SECURITY CLEARANCES

Section 6.2. SOW

The PCA will provide to ED, position descriptions of those employees to be granted access to the computer facility or application system.  ED will determine what type of clearance (if any) is needed based upon the position's job duties and access required to complete work assignments under this contract. The PCA will supply to the COR on at least a monthly basis, a project staff roster detailing the security status of each project staff member and any individual no longer employed by the PCA or otherwise involved in the project.

All project staff will have their Social Security Numbers matched against the ED-DMCS database and the NSLDS to ensure that they are not a student loan defaulter.

The sharing of ED-DMCS system ID's and passwords is strictly prohibited. ED will revoke the access of any PCA personnel found sharing their user ID and password. ED further reserves the right for additional actions deemed appropriate.

 

Security Access

All PCA personnel using the ED-DMCS system must have their own EA# to access the ED system. Once an EA# has been assigned to their staff, they must use the number at least once a month or their number will be revoked and the person will not be able to access the ED-DMCS. The PCA will designate a contact person to e-mail the security officer to reset their EA#. 

ED will not reset EA#s more than three times in a 30 day period for any one person. The PCA will submit an EA# deletion form within 24 hours of a staff person leaving their agency.





PHYSICAL SECURITY

Section 6.2.1 SOW

The PCA will implement effective physical security safeguards to ensure the protection of the ADP system, including the computer facilities, equipment, data, and personnel. A controlled, limited-access environment will exist in all areas where government data is maintained. Areas of the facility for which the PCA will provide protection include, but are not restricted to:

· Computer Room 

· Data Control and Conversion Area 

· Communications Equipment Area 

· Data File Storage Area 

· Form Storage Area 

· Tape Library 

· Off-site Storage Areas 

· Telephone Closet 

· Power Supply (transformer vaults, and power panels) 

· General Office Area (where sensitive data is handled) 

The PCA will ensure those all-sensitive materials, such as correspondence, software documentation, operating manuals and handbooks are labeled as sensitive and stored in a secure location.

The PCA will provide physical security for the protection of communications equipment. Multiplexors, concentrators and terminals, especially those handling sensitive information, must be located in physically secured areas. 

CONTRACTOR DELIVERABLES

Section 5.1 SOW

The PCA schedules of deliverables is shown below. The PCA will forward one copy of the deliverables (marked with an asterisk*) to the Contracting Officer (CO) and will notify the CO and the COR of the accomplishment of all other deliverables.

Requirement





Timefame from Contract Award
Priority A

Establishment of the administrative

In place within 60 days of

collection office.




contract award.

Establishment of an operational system.

In place within 60 days of








contract award.

Post Office Box rented at the U.S. Post

Obtained and functional within 

Office dedicated solely to ED contract.

60 days of contract award.

Toll-free collection telephone number

Obtained and functional within

dedicated solely to ED contract.


60 days of contract award.

Provide and test software to be used

Completed within 60 days

on ED’s PC workstations at the  


of contract award.

regional office.

Installation and testing of dedicated line

Completed within 60 days of 

to ED monitor station.



contract award.

Submission of electronic transfer of test

Completed within 60 days of

data for: name, address, and telephone

contract award.

number changes; employment data; letter


history updates; billing requests; and return

of accounts.

Procedures to transfer account, reports, 

Completed within 60 days of 

Etc. between ED and the PCA.


contract award.

First draft version of the Collections Training
Completed and submitted to ED 

Manual and the Standard Operating Proce-
prior to first transfer.

dures Manual (including letters that will be

generated from the PCA collection

system).

First draft version of a Quality Control Plan
Completed and submitted to ED

outlining the quality control procedures.

Prior to first transfer of accounts

Priority B

Final version of the Collections Training

Completed within 30 days of ED

Manual and the Standard Operating 

approval of draft version.

Procedures Manual (including letters 

that will be generated from the 

PCA’s collection system).

Final version of a Quality Control Plan

Completed within 30 days of ED

outlining the quality control procedures.

approval of draft version.

Submission of electronic file transfer of 

Daily for account updating and 

data for: name, address, and telephone

all others.

number changes; employment data; 

billing requests; letter history update, 

and return of accounts.

Submission of all project staff and new

Monthly

hires’ SSN to be matched against the

ED-DMCS and NSLDS database to 

determine no defaulted student loans.

Electronic file listing returned accounts

Weekly

and account files.

Submission of Quality Control Report,

Monthly

Management and Fiscal Report, and

Security Status Report by e-mail or 

Web site.  

The PCA will submit, to the ED computer contractor, test files to be approved before the first production run can occur for the PCA. Upon approval, the PCA is “certified”. The PCA must be re-certified when modification or enhancements are made to ED-DMCS software which impact the files submitted by the PCA. If the PCA changes its computer-processing vendor, facility, or makes changes in computer hardware or software that affects processing of files, the PCA must be re-certified. No transfer of accounts will occur until PCA’s hardware, software, and telecommunications lines are functional and meet certification requirements.

PERIODIC CONTRACTOR DELIVERABLES

Section 5.2 SOW

The PCA will prepare and furnish to the Contracting Officer and the COR, on at least a monthly basis and due by the 15th day of following month, the following deliverables:

· Quality Control Report

· Management and Fiscal Reports

· Project Staff Report

Quality Control Report

The Quality Control Report should include the following :

Broken down by categories, state size of sample, state numbers and types of problems found, corrective action taken and preventive action so that the same problems do not occur in the future.

Categories should include:

· Monitoring of collector and customer service calls

· Correspondence for proper handling and response

· Delinquent accounts

· Administrative Wage Garnishment (AWG)

· Litigation

· Accounts compromised

· Accounts paid-in-full

· Accounts recalled

· Account balances on PCA’s computer system vs ED-DMCS

· Administrative Resolutions

· Loan Consolidation Verification (LVC)

· All Electronic File Transfer information prior to mailing and transmission (account updates ie. name, address, phone number, employment, letter history updates, billing, account return, etc.)

· Computer-ED Tapes/EFT prior to downloading to the PCA’s system

· Training

· Privacy Act (including Privacy Act Statement completed and mailed to ED)

· FDCPA (including fact that employees took test and passed)

· ED policies, procedures and new initiatives including fact that employees took test and passed.

Management and Fiscal Reports

The PCA will produce, on at least an end of the month schedule, due by the 15th day of the following month, management and fiscal reports designed to monitor contract performance. At a minimum, these reports will contain any problems which have been, or will be resolved.  Discuss the work including manpower requirements, administrative resolutions, litigation, collections, AWG, etc. performed over the month just completed; and report on projected activity for the upcoming months.

The PCA will include in the reports, the number of complaints received, the volume of incoming correspondence from the borrowers or their representatives, the number of new borrower contacts, and other information that may be requested. These reports will be considered a part of the PCA’s measuring system for its quality control plan.

On a monthly basis, the PCA will furnish the ED Contracting Officer with a report that includes, but is not limited to, the following items:

· Information on dollars collected for the current month and year to date.

· Training of staff during month.

· Dates and identifying information regarding all documents transferred to the COR during the prior month.

· Information on any problems incurred by the PCA during the month and resolution on problem still outstanding.

· Other information that needs to be brought to the attention of the Contracting Officer. Late EFT information regarding outstanding issues awaiting an ED response.

· The PCA will provide adhoc reports as requested by ED.

Project Staff Roster

The PCA will provide the COR and ED Monitor a project staff roster at least monthly detailing the individuals employed, date of employment and security status. The roster will include those individuals no longer employed and date separated.













� Some late fees may have been charged by the prior holders, and if so, are included in the balance if not already paid.





� ED has used this authority to pass collection costs on to borrowers only after 1986, and only those costs incurred after the change in law.





� ED's computer records display a payoff amount for each loan currently placed with the PCA.  This amount includes both the unpaid principal and interest accrued through the date of the calculation, but an estimate of the amount of the contingent fee cost ED will incur, and pass on to the borrower, if that full principal and interest amount were to be repaid immediately (displayed as "projected collection agency fees").  These fees are actually earned and charged to the borrower only as the borrower makes payments on the loan.


� Note that there is no collection amount or commission rate  for the line items “Adjustments to Incentive Bonus” and “Unapproved Compromises”.  See The Adjustment Memorandum section for a full explanation of this. 


� Borrower payments that bounce are netted out.


� An important exception is Direct consolidation loans, which are deceptively tagged as either PLUS or Stafford.  This is because a Direct consolidation loan can really be up to three separate loans (or “packets” in Direct Loans parlance):  all subsidized Staffords become a single new loan, all unsubsidized non-PLUS loans become a second new loan, and all PLUS loans become a third.  These are kept separate in the event the borrower is eligible for a subsidy and because PLUS loans currently carry a higher interest rate.  To determine whether or not a Direct Loan is a consolidation, refer to the school ID:  if the middle four digits are all nines, all eights or all sevens (e.g., “099997”), the Direct Loan is a consolidation.  











� Agencies may use the ICR payment calculator created by the Department when counseling borrowers 


� Both the R116 and L130 screens display a subsidization indicator for Direct Stafford Loans.


� Direct Loans are the only loans for which the DMCS currently populates the “Subsidized” indicator flag on the R116 and L130 screens.  Direct Stafford and consolidation loans are flagged as either “S” (subsidized) or “U” (unsubsidized).


� Direct Consolidation Loans have a loan type of either “PLUS” or “STAF”, and like regular Direct Stafford Loans, the “Subsidized” indicator flag indicates whether or not the loan is subsidized.  To determine whether or not a Direct Loan is a consolidation, look at the School ID field in the DMCS:  if the middle four digits are either all nines or all sevens, the loan is a consolidation.  The loan types are being provided since a borrower may have other loans he wants to consolidate (and since the consolidation loans would need to be listed on the application).  Direct Consolidation Loans, though, are not themselves eligible for consolidation through the Direct Loan program.
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