Federal Perkins Due Diligence Billing & Collection Firms Procedures Activity #8 



Pull your procedures related to the use of Billing and Collection Firms.  Evaluate the procedures to ensure they meet the following requirements:
The billing service must:

· Provide at least quarterly, a statement to the school that shows its activities with regard to each borrower, any changes in the borrower's name, address, telephone number, and, if known, any changes to the borrower's Social Security number; and amounts collected from the borrower;

· Provide at least quarterly, a statement to the institution with a listing of its charges for skip-tracing activities and telephone calls;

· Not deduct its fees from the amount is receives from borrowers;

· Instruct the borrower to remit payment directly to the school, to a lock-box maintained for the school, or deposit those funds received directly from the borrower immediately in an institutional trust account that must be an interest-bearing account if those funds will be held for longer than 45 days;
· Maintain a fidelity bond or comparable insurance in accordance with the requirements outlined in 674.48(f)
The collection firm must:

· Instruct the borrower to remit payment directly to the school, a lockbox maintained for the school; or deposits those funds received directly from the borrower immediately in an institutional trust account that must be an interest-bearing account if those funds will be held for longer than 45 days after deducting its fees if authorized to do so by the institution
· Provide at least quarterly, a statement to the school that shows its activities with regard to each borrower; any changes in the borrower's name, address, telephone number and, if known, any changes to the borrower's Social Security number; and amounts collected from the borrower;
· Maintain a fidelity bond or comparable insurance in accordance with the requirements outlined in 674.48(f)
Other requirements for the use of billing and collection firms:

· If the school is using a billing service, the school has ensured that it does not use a collection firm that owns or controls the billing service or is owned or controlled by the billing service.

· If the school uses a billing service, the school has also ensured that it does not use a collection firm if both the collection firm and billing service are owned or controlled by the same corporation, partnership, association, or individual.

· The school has confirmed that its billing service and collection firm maintain a fidelity bond or comparable insurance to protect the accounts they service as follows:

· If the school does not authorize the collection firm to deduct its fees from borrowers' payments, the school has confirmed that the firm is bonded or insured for at least the amount the school expected to be repaid over a two-month period on the assigned accounts.


· If the school does authorize the collection firm to deduct its fees from borrowers' payments the school has confirmed that:

· If the amount the school expects to be repaid over a two-month period is less than $100,000 - the collection firm must be bonded or insured for the lesser of (a) 10 times the amount the school expects to be repaid over a two-month period on assigned accounts; or (b) the amount the firm expects to collect in a two-month period on all accounts it has in its portfolio (not just the school's account).

· If the amount the school expects to be repaid over a two-month period is $100,000 or more - the collection firm must have a fidelity bond or comparable insurance that names the school as the beneficiary and is bonded or insured for an amount not less than the amount of funds the school can reasonably expect to be repaid during that two-month period.

· On an annual basis, the school has reviewed the amount of repayments it expects to receive from billing or collection firms to ensure adequate bond or insurance coverage.
· If the school uses a law firm to collect, the school has reviewed the firm's bond or its insurance policy to determine whether the firm is protected against employee misappropriation.
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).
