JUSTIFICATION FOR

NEW FISAP DATA ELEMENTS
Fiscal Operations Report, Part III

Section B

Current

There are no fields for 8(a) & (b) and 9(a) & (b)

Proposed

Field 8
Total principal repaid by borrowers from all sources during the 2003-2004 Award Year for loans in default for more than 2 years, up to 5 years.


8(a)  Number of Borrowers


8(b)  Amount

Field 9
Total principal repaid by borrowers from all sources during the 2003-2004 Award Year for loans in default more than 5 years.

9(a)  Number of Borrowers


9(b)  Amount

Justification



For Part III, Section B, Fund Activity (annual) during the 2003-2004 Award Year (July 1, 2003 through June 30, 2004), there have been four new fields 8(a) & (b) and 9(a) & (b) added.  Perkins schools hold over $400 million in defaulted Perkins loans that have been in default for five or more years.  This national portfolio of aging defaulted loans will continue to grow and may become less collectable over time.  The number of these accounts, if uncollectible, reduces funds available for future students.  In 2000, the Department declined to pursue regulations requiring mandatory assignment, and decided instead to further encourage voluntary assignment of these accounts by schools by streamlining the loan assignment process.



We have significantly streamlined the Perkins assignment procedures, and have reduced the documentation requirements for assigning Perkins loans to the Department.  If these efforts are unsuccessful in encouraging schools to voluntarily assign these aging, defaulted loans to us, we may need to reconsider whether we should require assignment of a certain 
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number of these loans to the Department.  The Department may be able to collect on these loans using tools such as wage garnishment, federal offset, and litigation by the Department of Justice that are not available to schools.

During the negotiated rulemaking discussions, Perkins schools stated that reported information on loans in default for a significant period of time did not reflect payments that borrowers may be making on these accounts if the payments did not bring the loan current.  While the data currently collected on the Fiscal Operations Report provides us valuable information on the number of aging, defaulted accounts that are held by the schools, it does not provide us with precise information on the level of collection activity that is occurring on these accounts.  Payments received that do not bring the account current in repayment are not reflected separately for these categories of loans.  These additional data elements require schools to report on the number of borrowers who made no payments on these accounts within the preceding 12 months.  This will enable us to obtain more precise information on the number of truly inactive accounts that may no longer be collectable by the school

