Late Stage Delinquency - Borrower Contacts




Question 1: 

How can I get the borrower to talk with me? 

Answer:  

Here are some ideas: In the initial contact, especially if the borrower is not available, when leaving a phone message, do not mention “loan” or “delinquency”. Experience has shown it is effective to leave a message on the order of, “I am calling from X College with some important information for you.” Often, this will catch the borrower’s interest, and prompt a return phone call. Once the borrower is on the phone, use a soft touch—let the borrower know you are trying to help, and want to assist them in taking care of their loan problem while they still have options available to them.

Question 2:

How do I get the borrower to let me help them find a solution to the loan problem, and convey to them that this can be resolved even if they don’t have any money?  

Answer:  

Again, the school is the “good guy” in this situation—instead of asking for money, offer the borrower options to resolve their delinquency. To further assist the borrower, the school may, using a ‘three-way’ telephone call, hand the borrower off directly to a Servicer representative. Contact your Servicer to determine how three-way calls are handled. Working with the Servicer, with your assistance, puts the borrowers in touch with experts who can help solve the issue quickly and effectively. 

Question 3:

"What do I do if I get them on the phone? How do we actually ‘cure’ the delinquency?” 

Answer:  

The first step and the easiest to take is to find out if the borrower lives close enough to campus to visit, and then ask him or her to come in and complete a deferment or forbearance form. Keep a supply of deferment and forbearance forms available for this purpose, or download the appropriate forms from your Servicer’s website. Contact your Servicer to learn about the availability and use of the various forms. If you are uncertain about what form to use, contact your Servicer. Once the borrower has completed and signed the correct form, give him or her a copy, and fax the form to your Servicer. Call and confirm that the form was received and clarify when the borrower’s account will be updated. 

As mentioned above, if the borrower cannot come to campus, another option is to initiate a three-way phone call between the borrower and a Servicer representative. A preference may be to stay on the phone with the borrower the first few times a call is “handed-off” to your Servicer. Based on experience, Servicer representatives have a high rate of success once they are able to get the borrower to connect with them.

Question 4:

“How can I explain to borrowers what the consequences are if they choose to take no action on their delinquent account, the loan goes into default and is sent to collection? How do I get them to understand that denying the severity of the situation can impact the rest of their life?”  

Answer:

This is not easy to deal with, but only the borrower can make the choice - the school can only offer options and guide the borrower in the right direction. 

In the process of talking to and counseling a borrower, it is important for the borrower to understand the consequences of default. Once the defaulted loan is assigned to a guaranty agency or the U.S. Department of Education (the Department) for collection, the following steps may be taken to recover the outstanding balance due: 

· The U.S. Treasury may withhold tax refunds to make payments on the defaulted  loan.

· The borrower may have to pay additional collection costs. The Department charges each borrower the cost of the commission earned by the contractor, and applies any payments made toward the loan FIRST to defray the contingent fee earned for that payment, and then to interest and principal owed on the debt. As a result, the amount needed to satisfy a student loan debt collected by the Department's contractors will be up to 25 percent more than the principal and interest repaid by the borrower.

· The borrower may be subject to wage garnishment, whereby the Department will require the employer to forward 10% to 15% of your disposable pay toward repayment of your loan.

· Federal employees face the possibility of having 15% of their disposable pay offset by the Department toward repayment of their loan through the Federal Employee Salary Offset Program.

· The Department may take legal action to force repayment of the loan. The borrower may be sued in State or Federal District Court for the outstanding balance plus attorney's fees and court costs.

· Credit bureaus may be notified, and credit ratings will suffer. This may mean that the borrower cannot get a car loan, a mortgage loan, a credit card, and may be reported as a bad credit risk, which can affect the borrower for years to come.

· Finally, once a loan is declared in default, the borrower is no longer entitled to any deferments or forbearances. In addition, the borrower may not receive any additional Title IV Federal student aid if the borrower is in default on any Title IV student loan.

What are the benefits to the borrower?

 It is also important for the borrower to understand the importance of preventing their account from defaulting. 

· If the loan is maintained there are no late fees or collection costs.

· The borrower will have a positive credit rating.

·  The borrower may be able to use the Direct Loan Servicing Center as a reference.

