Changes to Policies and Procedures for

Program Overpayments

I.  Background

Effective July 1, 2000 new regulations governing calculations of grant overpayments and the ED policies for handling them were implemented.  The Higher Education Amendments of 1998 substantially changed the way funds paid toward a student’s education are handled when a recipient of Title IV funds withdraws from school.  As a result of this change, more students are determined to owe repayment of a portion of the grant funds received.  Additionally, Collections has seen a significant increase in the number of grant overpayment referrals received from schools. 

The most significant change is that students with eligible program overpayments (POVRs) may regain eligibility simply by entering into an acceptable repayment agreement.  This means that the student is eligible to receive additional Title IV funds even before making their first payment.   Eligible POVRs debts are those debts where the funds were disbursed on or after July 1, 2000.

These changes do not affect other types of student aid debt in our portfolio.  In general, borrowers with a mix of debt types will have to qualify for reinstatement under the stricter reinstatement requirements we have traditionally followed.

II.  Guidance for Handling POVRs

The following guidance is provided to assist both staff and the PCAs in ensuring that accounts with eligible POVRs are handled properly.   

Accounts where an eligible POVR is the only unresolved debt

· Normal repayment plan guidelines should be followed.  Borrowers sent a financial statement should still be encouraged to make voluntary good-faith payments but are eligible for additional aid until a plan has been approved.
· Once a repayment agreement has been made, staff may issue a Title IV reinstatement letter and/or confirm eligibility orally for financial aid administrators.  PCAs should continue to follow current procedures for requesting reinstatement letters.
· As with regular reinstatement, this is good only once.  If a borrower fails to maintain his repayment agreement, eligibility is permanently lost until the debt is resolved.  Monthly payments must be received within 15 days of the due date, but ED staff have the discretion to excuse late payments.
· If an account is assigned to a collection agency, PIC may recall it if 1) the borrower is seeking reinstatement, 2) is offering to pay a satisfactory amount, and 3) if either of the following is true:

· There is no evidence the agency has begun working the account, or

· The agency is demanding PIF, SIF or payments higher than what PIC would accept.

· These accounts may be compromised according to normal compromise authority.

· CAIVRS cannot be released until the debt is resolved.

Accounts that include both an eligible POVR and other debts

· All debts in an account must be eligible for Title IV reinstatement before issuing a reinstatement letter.
· Presence of an eligible POVR does not change reinstatement requirements for other types of debt; six consecutive, on-time, monthly payments must be made in order to qualify, and monthly payments must be maintained to remain eligible.

· If a borrower has already earned and lost reinstatement on the other debts in his account, he must first resolve those debts before he may regain eligibility under the guidelines previously discussed.
· If an eligible POVR is loaded to an account that is already on an approved plan, it is not necessary to establish a new plan.

