Federal Perkins Billing and Collection Costs Procedures Activity #7 



Pull your Perkins Billing and Collection Costs procedures to ensure they meet the following requirements (2 page document):
· The only billing costs the school charges the fund are the costs of telephone calls made to demand payment of overdue amounts not paid by the borrower.

· If applicable, the school charges only the following collection costs to the Perkins Loan fund if the costs were waived or not paid by the borrower:

· Collection Costs waived.  If your school waives collection costs as incentive for repayment for the student, the amount waived could be charged to the account

· Cost of a successful address search. If your school uses a commercial skip-tracing service or employs your school's personnel to locate the borrower using comparable methods, a reasonable amount for the cost of the successful address search could be charged to the fund

· Cost of reporting defaulted loans to credit bureaus.  If your school reported the defaulted loan to a credit bureau, reported any change in the status of the defaulted account to the bureau to which the school had previously reported the account, and responded to any inquiry from a credit bureau about the status of the loan, the cost of these inquiries can be charged to the fund

· Costs of first and second collection efforts.  Collection costs not paid by the borrower if they did not exceed - for the first collection efforts -30% of the total principal, interest, and late charges collection and - for second collection efforts - 40% of the principal, interest, and late charges collected can be charged to the fund.  However, the school must have reimbursed the fund for any collection costs initially charged the fund but subsequently paid by the borrower

· Collection costs resulting from rehabilitation. If the school rehabilitated the borrower's loan, the school only charges the fund the amount of collection costs not already charged to the borrower (the collection costs billed to the borrower may not have exceeded 24% of the unpaid principal and accrued interest as of the date following application of the twelfth payment).  Note:  The provision of charging the fund the remaining costs over 24% of the unpaid principal and accrued interest was only allowable until July 1, 2002.  
· Collection costs resulting from litigation, including attorney's fees.  The school only charges the fund for collection costs (not paid by the borrower) resulting from litigation, including attorney's fees.  The amount charged the fund did not exceed the sum of:

· Court costs specified in 28 U.S.C. 1920
· Other costs incurred in bankruptcy proceeding in taking actions required or authorized under 34 CFR 674.49
· Costs of other actions in bankruptcy proceedings to the extent that those costs together with other costs incurred in bankruptcy proceedings do not exceed 40% of the total amount of judgment obtained on the loan

· 40% of the total amount recovered from the borrower in any other proceeding

· Costs of firm performing both collection and litigation services.  If the school contracts with a firm that agrees to perform or obtain the performance of both collection and litigation services on the loan, the only amount charged to the fund for both functions cannot exceed the sum of 40% of the amount of principal, interest, and late charges collected on the loan, plus court costs specified in 28 U.S.C. 1920
· The school charges fixed costs related to due diligence activities (telephone contacts, credit bureau reporting, and bankruptcy procedures) to the fund whether or not those actions were successful

· The school charges other allowable costs to the fund for activities related to due diligence that were performed on a contingent-fee basis only if these activities were successful.  NOTE:  Other activities that are typically performed on a contingent-fee basis include address searches, collection and litigation (other than bankruptcy)

· The school charges either actual costs incurred in collecting the borrower's loan or average costs incurred for similar actions taken to collect loans in similar stages of delinquency (the school has a choice which method to use in calculating costs chargeable to the fund)

· The school assesses all reasonable collection costs against the borrower despite any provisions of state law that would conflict with requirements outlined in this section 674.45(e)
· The school documents the basis for costs assessed (for auditing purposes, the school should keep copies of documentation supporting costs, including telephone bills and receipts from collection firms)

· The school provides a notice to the borrower how the collection costs were calculated

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).
