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Definition 
 What is your definition of a healthy & fit Perkins portfolio? 

 

 
 

 

 

3 

Presenter
Presentation Notes
Lori

It is unfortunate that all too often it is human nature to look for a quick fix or cure to a problem when simple preventative measures and early detection could have easily prevented the crisis. Much like in the medical industry – in loan management, prevention is the best solution to ensuring your portfolio is “healthy” and that loans at risk are quickly identified and dealt with before they infect your portfolio’s  overall financial health.

What is your definition of a fit and healthy Perkins portfolio? 

Is it a low cohort default rate?  A low “traditional” default rate?  Following the Due Diligence requirements? No complaints or calls from student-borrowers?  A steady stream of revenue (ideally to re-lend out)?, ETC….  It is probably different for everyone.

This session is intended to discuss all the little and not so little processes (or preventative measures) an institution could/should do to make sure their portfolio continues to run smoothly.

I am first going to go over quickly some program requirements we all should be doing.  Later in the presentation, Patrick will go over in detail the extra special things he does at the University of Michigan that ensures their Perkins program is run with precision.





Program Participation Agreement 
 668.14 Program Participation Agreement 

 It will comply with all statutory provisions of or applicable to Title IV of the 
HEA,… 

 …the institution will time its requests for funds under the program to meet 
the institution's immediate Title IV, HEA program needs. 

 It will not request from or charge any student a fee for processing or 
handling any application, form, or data required to determine a student's 
eligibility. 

 It will establish and maintain such administrative and fiscal procedures and 
records as may be necessary to ensure proper and efficient administration of 
funds… 

 … will provide, upon request and in a timely manner, information relating 
to the administrative capability and financial responsibility of the 
institution. 

 It will comply with the provisions of §668.15 relating to factors of financial 
responsibility. 
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Has anyone read your PPA?  Or the section in the regulation that is paraphrased above?

If you are interested, I would read first the Financial Aid Handbook, Campus-based programs, Chapter 1 Campus-based Programs and common based Elements.  

Under the PPA, the school agrees to use the funds it receives solely for the purposes specified in the regulations for that program and to administer each program in accordance with the Higher Education Act of 1965 (HEA), as amended, and the General Provisions regulations.






PPA Continued… 
 It will comply with the provisions of §668.16 relating to standards of 

administrative capability; 
 It will submit reports to the Secretary and,… 
 It will comply with the requirements of subpart D of this part concerning 

institutional and financial assistance information for students and 
prospective students; 

 In the case of an institution that advertises job placement rates as a means of 
attracting students to enroll in the institution, it will make available to 
prospective students… 

 It will not deny any form of Federal financial aid to any eligible student 
solely on the grounds that the student is participating in a program of study 
abroad approved for credit by the institution. 

 For a proprietary institution, the institution will derive at least 10 percent of 
its revenues for each fiscal year from sources other than Title IV. 

 And on, and on, and on…. (you get the point)   
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And on, and on, and on… 

The PPA is your contract with the Department that you will manage the program according to the regulatory requirments.  

So, lets go on to the basic regulatory requirements.





Perkins Due Diligence 

 §674.41   Due diligence—general requirements. 
§674.42   Contact with the borrower. 
§674.43   Billing procedures. 
§674.44   Address searches. 
§674.45   Collection procedures. 
§674.46   Litigation procedures. 
§674.47   Costs chargeable to the Fund. 
§674.48   Use of contractors to perform billing and collection 
          or other program activities. 
§674.49   Bankruptcy of borrower. 
§674.50   Assignment of defaulted loans to the United States. 
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Due Diligence - When a Perkins Loan enters repayment, your school must follow the due diligence requirements of Subpart C of the Perkins regulation (34 CFR 674.41-50). You must afford a borrower maximum opportunity to repay a Federal Perkins Loan. Specific steps the school must take include (but are not limited to) billing the borrower, sending overdue notices, and conducting address searches if the borrower cannot be located. If billing procedures fail, a school must take more aggressive collection steps such as hiring a collection firm and/or litigating.

For the most part, these Due Diligence items are what institutions contract out to their third-party billing servicer.  But, contracts may vary and some requirements may fall on the institution’s shoulders.  AND even if contracted out, the institution is still ultimately responsible for ensuring these DD requirements are met.  

So let’s take a few minutes to quickly go through them. 




Perkins Due Diligence 

 §674.41   Due diligence—general requirements. 
– Shall Comply 

• Keep borrower informed of any and all changes to program 
• Respond to inquiries  
• Provide info on Ombudsman if borrower disputes terms in writing and 

institution is unable to resolve issue. 

– Coordinate Information 
• Enrollment status 
• Expected graduation date or termination date 
• Withdrawal, ceases to attend, suspended dates 
• Current name, address, phone # and SS# of borrower 
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You must inform the borrower of all program changes that affect his or her rights and responsibilities. 

Your school must respond promptly to the borrower’s inquiries. 

If a borrower disputes a loan and you cannot resolve the dispute, you must explain the services provided by the Department’s Federal Student Aid (FSA) Ombudsman Group.

Keeping current information on a borrower makes it easier for the school to know when repayment must begin and where to send billing notices. The various offices at the school—the admissions, business, alumni, placement, financial aid, and registrar’s offices, and others, as necessary—must provide any available information about the borrower that is relevant to loan repayment, including: (see 4 bullet points above)





Perkins Due Diligence 

 §674.42   Contact with the borrower. 
– Entrance & Exit Counseling - details in 674.42(a) (b)  
– Initial & Post Deferment Grace Periods – 674.42(c) 
 

 §674.43   Billing procedures.  
– Statement Type and timeline – 674.43 (a)   
– Past Due Notice – 674.43 (b) (c) (d) 
– Intent to Accelerate – 674.43 (e) 
– Acceleration Notice – 674.43 (f) 
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The requirements at the end of enrollment are exit interview, and contact during grace period.  90-150-240  

Has any institution had to deal with a bunch of “late separations”?  A late separation is… It is a when an account is “separate” after the date of separation and due diligence steps are missed.  Some account may already be in repayment status.  It’s a mess, it wrecks havoc on your cohort default rate and more importantly it is a shock and major concern for the student borrower.  To mitigate this (not to step on Patrick’s toes… for his portion of the webinar) it is important to review your enrolled borrowers report periodically.  To identify these accounts sooner rather than later.
	

Billing procedures and overdue notices:  

Billing notice sent 30 days prior for first notice and 15 days prior to each subsequent billing date.

Past due notices 15 – 45 – 60 days

90 day phone call – two attempts different days, different times.

You may accelerate a loan if the borrower misses a payment or does not file for deferment, forbearance, or cancellation on time. if the school plans to accelerate the loan, it must send the borrower a written acceleration notice at least 30 days in advance. The notice may be included in the final demand letter or in some other written notice sent to the borrower. 

If the loan is accelerated, you must send the borrower another notice to inform him or her of the date the loan was accelerated and the total amount due. 









Perkins Due Diligence 
 §674.44   Address searches. 

– Returned mail must attempt to locate borrower 
• Check institutional offices 
• Directory searches 
• Skip Trace – internally or outsource 

– Make 2 attempts per year to locate 

 §674.45   Collection procedures. 
– Internally or Outsource 

• Close after 12 months no activity 

– Must make annual attempt to collect  
• Until PIF, Assigned or written off 

 §674.46   Litigation procedures. 
– Once every two years review eligible accounts 

• More than $500, Locate & Serve, Assets, No Defense, Cost less than recovery 
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The school must take the following steps to locate the borrower if communications are returned undelivered (other than unclaimed mail)
◆ review the records of all appropriate school offices, and
◆ review printed or web-based telephone directories or check with information operators in the area of the borrower’s last known address. 

If these methods are unsuccessful, you must continue efforts to locate the borrower, using either school personnel or a commercial skip-tracing firm. If you use school personnel, you must employ and document efforts comparable to commercial skip-tracing firms. If you still can’t locate the borrower after taking these steps, you must continue to make reasonable attempts at least twice a year until the loan is recovered through litigation, the account is assigned to the Department, or the account is written off.

You must make a first effort to collect using either your own personnel or hiring a collection firm. Before beginning collection procedures, you must attempt all of the required contact methods described previously. If the school’s personnel or the collection firm cannot convert the account to regular repayment status by 
the end of 12 months (or if the borrower does not qualify for forbearance, deferment, or cancellation), you have two options—either to litigate or to make a second effort to collect. 

If you are unsuccessful in your effort to place the loan in repayment after a second collection effort, you must continue to make yearly attempts to collect from the borrower until the loan is recovered through litigation, assigned to the Department or written off.  (and we know the generous write off policies of the program, either 25 or 50 dollars…)

The school must review the account for litigation once every two years.











Perkins Due Diligence 

 §674.47   Costs chargeable to the Fund  
– General Billing Costs & General Collection Costs 
– Waiver Late Fees & Waiver Collection Costs 
– Limitations of Costs Charged to the fund 
– Record Retention 
– Cessation of Collection Activity 
– Write-Offs 

• $25.00 and $50.00 procedures 
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A school may cease collection activity on defaulted accounts with balances of less than $200 (including outstanding principal, accrued interest, collection costs, and late charges) if the school carried out the required due diligence and if the account has had no activity for four years. Although interest will continue to accrue and may put the account over $200, you will not have to resume collection activity if you document that you ceased collection activity when the account was under $200. The borrower will remain responsible for repaying the account, including accrued interest . The borrower will still be in default and ineligible for FSA funds and the account will still be included in the school’s cohort default rate, if applicable.

Write off Procedures:  - explain…




Perkins Due Diligence 

 §674.48   Use of contractors to perform billing and collection 
          or other program activities. 
– The institution is responsible for ensuring compliance with the billing 

and collection procedures  

 §674.49   Bankruptcy of borrower.  
– If an institution receives notice… the institution and its agents shall 

immediately suspend any collection efforts outside the bankruptcy 
proceeding against the borrower.  (follow bankruptcy procedures) 

 §674.50   Assignment of defaulted loans to the United States.  
– An institution may submit a defaulted loan note to the Secretary for 

assignment to the United States…  
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Use of contractor – reiterate that the institution is responsible for ensuring their third-party servicers are in compliance will the billing and collection procudres that are outlined in the regulations and discussed in this webinar.

Bankruptcy – Need to suspend any/all collection efforts and follow all bankruptcy requirements.  Yes that means you release those borrower transcripts.

Assignment – It is optional.  It is not required.  Even if the Perkins loan program is not extended and officially winds down liquidation is optional.  Remember the institution looses all the ICC associated with each account that is assigned to the Department of education even if and when the department collections on the assigned debt.  There are no SOL on these Federal Perkins Loans so you can attempt to collect the debt forever.



Perkins Default Definition 

 Default - The failure of a borrower to make an installment 
payment when due or to comply with other terms of the 
promissory note or written repayment agreement. 

 Cohort Default Rate - (1) The term “cohort default rate” 
means, for any award year in which 30 or more current and 
former students at the institution enter repayment on a loan 
received for attendance at the institution, the percentage of 
those current and former students who enter repayment in that 
award year on the loans received for attendance at that 
institution who default before the end of the following award 
year. 
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Now let’s talk about default.  Even when you follow all the due diligence procedures we just discussed, there will be defaulted loans.

The technical definition of default is…. 

Not to be confused by cohort default definition.  That is…. It is so very clear.

Let’s look at an example, shall we?



Cohort Default Calculation 

# borrowers who are in default status 
(240 or 270 days past due) at 6/30/18 

# of borrowers who entered repayment between 
7/1/16 and 6/30/17 (previous fiscal year) 
 

   41      
1,190 
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For simplicity sake our example is the most recent completed fiscal year ending June 30th 2017.

The University of Michigan’s cohort default rate is 3.45%  (I know we can all hate on Patrick a little right now and feel like he is a show off… )  But Big Blue’s across the pond football rival (Bucky Badger) was at 0.79%.


National Aggregate for June 30 2016 is 11.50% - the 2017 numbers  we will never know.  The Department stopped publishing the orange book.

The 2016 book can be found on the IFAP.ed.gov website on the Campus-based programs page.



“Traditional” Default Calculation 

Defaulted Loans – Principal Balance 
Total O/S Loans - Enrolled - Grace  
 
 2,232,565  Defaulted 
     7,406,106  Total O/S   
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Now, A long time ago, in a galaxy far, far away there was a traditional default rate calculation that looked at the entire portfolio.  Some schools still find it helpful to continue to calculate that rate.  Old threshold was 7.5%

I have seen some schools have fantastic cohort default rates, and a disproportionately larger traditional default rate.  







Alternative Cohort Default Rate 

the # of borrowers that are in default status  
(240 or 270 days past due) as of 6/30/18  
the # of borrowers who entered repayment  
in each of the three most recent award years    
 
  5+3+4  12 
     26+26+24  86  
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For any award year in which fewer than 30 current and former students at 
the school enter repayment, the cohort default rate calculation is based on 
an average of the three most recent award years as follows: 
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For any award year in which fewer than 30 current and former students at the school enter repayment on a loan received at the school, the cohort default rate is the percentage of those current and former students who entered repayment on loans received for attendance at that school in any of the three most recent award years and who defaulted on those loans before the end of the award year immediately following the year in which they entered repayment



Cohort Default Rate 

 Why is the cohort default rate still important? 
– ED will monitor rates, and if a school meets the threshold 

they will require school to liquidate. 

 Penalties for high Perkins Cohort Default 
– 25% or higher, and Congress appropriates funds, the 

school’s FCC will be reduced to zero. 
– 50% or higher for the three most recent years, the school is 

ineligible to participate in the Federal Perkins Loan 
Program and must liquidate its loan portfolio.  
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Default Management 

 Pre Default Efforts – These items listed go 
beyond the Due Diligence requirements.   

    *** Not Required*** 
 Grace Ending Phone calls 
 Additional Past Due Contact 
 Letters 
 Phone calls 
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Default Management 
 Post Default Efforts 
 6 monthly payments 
 Loan Rehabilitation 
 Forbearance 
 Payment in Full 
 Retroactive Deferment 
 Retroactive Cancellation 
 Bring Account Current (If loan is not accelerated) 
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Reports 
 Types 

– Enrolled Borrower Report 
– Account Aging 
– Unknown/Bad/Change Address 
– Small Balance Report 
– Agency Placement/Acknowledgment 
– Close & Return 
– Bankruptcy 
– Legal 
– NSLDS Error Report 
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On UAS Connect or EUAS you may not get individual reports but the Loan Accts Report – then can sort as needed.

Enrolled Borrower Report – bi-annual audit of report to enrolled borrower at your institution.  Helps prevents “late separations” .
Account Aging Report – What additional efforts can be done on accounts in various aged categories?  Extra calls, letters, skiptracing….
Unknown Address Report – need to try to locate new addresses – per regulations on a twice a year basis.
Small Balance/overpayment Report – Monthly write off small balances <$25.00 and refund overpayments.
Agency Placement and C&R Reports – These reports you get from your third party collection agency.  Need to review each report to make sure items were coded and or un-coded properly.  Also a good idea to once in a while audit your collection accounts to what the inventory is at each of your agencies.
Bankruptcy – Monitor this report monthly.  Make sure coding is correct.  Dismissals and discharges are filed can begin collection activity again.
Legal – Monitor accounts for payment, and if you need to have your attorney file Judgment extensions (if nearing the SOL)
NSLDS – Key report to have clean if/when you decide to liquidate your portfolio.  May need to work with your servicers on the error corrections.  



Internal Checks & Audits 

 Types 
– Agency Audit 
– Invoices – PIF and SIF* 
– Consolidation Payments 
– Rehabilitation  
– Total and Permanent Disability (TPD) 
– Assignment 
– Death Certificates 
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PIF and SIF, check codes on invoices to make sure we clean up remaining balance.  Same thing with consolidation and under/over payment.

Monitor accounts in Loan Rehabilitation for consistent monthly payments.





COHEAO Membership 
 Membership Benefits: 

– 3 FREE Webinars per year 
– Regulatory & Legislative Updates – Torch & Sparks 
– Lead organization on Perkins advocacy 
– A LOT More than just Perkins: 

• Advocacy and training on legal and compliance issues that impact 
you and your institution directly 

• TCPA & CFPB Compliance 
• Student Tuition and Accounts Receivable (STAR),  
• Institutional Loan Task Force 
• Financial Wellness – Newsletters, Training, Whitepapers 
• A Voice on Capitol Hill – Advocacy and Relationships 

– Institutional membership rates are very affordable: $210 - $595 
based on FTE (10% discount when you join within 30 days of this 
presentation). 
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2019 COHEAO Annual Conference 
Washington D.C. 

January 28 – 30, 2019 

SAVE THE DATE! 



Contact Information 
 
Maria Livolsi 
President, COHEAO 
Director, State University of New York 
Student Loan Service Center 
518-525-2628 
mlivolsi@albany.edu 
 
 
Lori Hartung 
Vice President, COHEAO 
Director, Midwest Region 
Todd, Bremer & Lawson, Inc. 
803-371-2394 
lori.hartung@tbandl.com 
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Questions… 
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