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CHAPTER 1 REPORTS

The Annual Operating Report (AOR) isthe officia reporting document required to be submitted
for the Health Professions and Nursing FCC Loan Programs. The AOR isthe principal
monitoring instrument used by the Department of Health and Human Services to evaluate
institutional performance. For thisreason, it isimportant that the AOR be accurate, consistent
with applications and identical with institutional ledgers.

Reports must be submitted within 45 days of the close of the reporting period. Extensions are
not granted. Schoolsthat fail to submit the complete required report by the due date are:

. ineligible to receive new FCC awards,

. not authorized to draw down funds from the Payment Management System
(PMS); and

. not authorized to make loan disbursements from the loan fund.

The above restrictions apply until the Secretary determines that the school isin compliance with
the reporting requirements.

[42 CFRPart 57.215 and 42 CFR Part 57.315]

Schools that fail to submit a complete report within six months of the close of the reporting
period will be subject to termination. The Secretary will provide the school with awritten notice
specifying his or her intention to terminate the school's participation in the program and stating
that the school may request, within 30 days of the receipt of this notice, aformal hearing. If the
school requests a hearing, it must within 90 days of the receipt of this notice, submit material,
factual issuesin dispute to demonstrate that there is cause for ahearing. These issues must be
both substantive and relevant. The hearing will be held in the Washington, DC metropolitan area.
The Secretary will deny ahearing if:

. the request for ahearing isuntimely (i.e., fails to meet the 30-day requirement);
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. the school does not provide a statement of material, factual issuesin dispute
within the 90-day required period; or

. the statement of factual issuesin disputeisfrivolous or inconsequential.

In the event that the Secretary denies a hearing, the Secretary will send awritten denial to the
school setting forth the reasons for denial. If ahearing isdenied, or if asaresult of the hearing
termination is still determined to be necessary, the school will be terminated from participation in
the program and will be required to return the Federal share of the fund to the Department of
Health and Human Services. A school terminated for failure to submit a complete report within
six months of the close of the reporting period must continue to pursue collections and may
reapply for participation in the program once it has submitted the overdue report.

[42 CFRPart 57.215 and 42 CFR Part 57.315]

Effective September 1993, schools in program closing status are no longer required to submit
Debt Management Reports; however, institutions phasing out of the loan programs are still
required to remit the Federal Share of collections |less costs on a quarterly basis.

A Financia Status Report (FSR) isrequired after the end of the project period, which is
equivalent to the end of the fiscal year in which the funds were awarded. The Department of
Health and Human Services forwards the FSR to institutions as part of the automated AOR. If,
at the completion of the project year, schools have unobligated funds remaining in the
scholarship account, the school must return these dollars to the Department of Health and
Human Services. Schoolsthat fail to complete the report or fail to use prior year alocations are
not eligible to receive future funds.
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CHAPTER 2 PERFORMANCE STANDARDS

The following standards apply for participation in the Primary Care Loan Program by schools of
allopathic or osteopathic medicine.

Beginning with the one-year period ending June 30, 1997, and for each subsequent one-year
period, a school must meet at least one of the following conditions with respect to its graduates of
the school whose date of graduation from the school occurred approximately four years before
the end of the one-year period:

. not less than 50 percent of the school's designated graduates meet the criterion of
either being in aprimary health care residency training program or being engaged
in the practice of primary health care; or

. not less than 25 percent of the school's designated graduates meet the above
criterion, and this percentage is not less than five percentage points above the
percentage of such graduates meeting such criterion for the preceding one-year
period; or

. the school isin the top 25th percentile of participating Health Professions Student
L oan Program schools rel ative to the proportion of the designated graduates who
meet the above criterion.
[ Section 723(b) of the Public Health Service Act]
A. INSTITUTIONAL PENALTIESFOR NONCOMPLIANCE
Schools that do not meet one of the criterialisted in Section 1 above are subject to certain
penalties. The penalties, which are described below, require schools to return a portion of their
Health Professions Student Loan fund incomes, exclusive of any income derived from the Loans

for Disadvantaged Students L oan Program.

. For the one-year period ending June 30, 1997, schools that are not in compliance
must return 10 percent of the income received during the same period.

. For the one-year period ending June 30, 1998, schools that are not in compliance
must return 20 percent of the income received during the same period.
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. For each one-year period ending June 30, 1999 and thereafter, schools that are not
in compliance must return 30 percent of the income received during the same
period.

Schools must pay the amounts required within 90 days of receiving notification of
noncompliance from the Division of Student Assistance.

[ Section 723(b) of the Public Health Service Act]
B. REDISTRIBUTION OF RETURNED FUNDS
The Division of Student Assistance redistributes funds that allopathic and osteopathic medical

schools have returned as aresult of not meeting the criteria described in Chapter 2, Section 1
above.

C. AWARDSTO INSTITUTIONS

Most processes for awarding Primary Care Loan Program funds are the same as the Health
Professions Student Loan Program funds. (See Health Professions, HPSL , Chapter 2.) However,
there is one exception for distributing newly authorized funds to allopathic and osteopathic
schools. The law restricts these funds to schools that meet at |east one of the three conditions
described in Chapter 2, Section 1 above.

The regulations require a school to meet a performance standard for participation in the Health
Professions and Nursing FCC Loan Programs.

On June 30 each year a school must have a default rate of not more than five percent. The
default rate isthe ratio (stated as a percentage) that the defaulted principal amount outstanding of
the school bears to the matured loans of the school. For this purpose:

. the term "defaulted principal amount outstanding” means the total amount
borrowed from the loan fund of a school that has reached the repayment stage
(minus any principal amount repaid or cancelled) on loansin default for 120 days
or more.

. the term "matured loans' means the total principal amount of all loans made by a
school minus the total principal amount of loans made by the school to students
who are enrolled in afull-time course of study at the school or arein their grace
period.
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The worksheet for calculating the default rate for the Nursing FCC Loan Program can be found at
Exhibit D. The worksheet for calculating the default rate in one or more of the Health
Professions FCC Loan Programs can be found at Exhibit E.

Any school that has a default rate greater than five percent on June 30 of any year will be
required to:

. reduce its default rate by fifty percent (or a school with a default rate below 10
percent must reduce its rate to five percent) by the close of the following six-
month period; and

. by the end of each succeeding six-month period, reduce its default rate to 50
percent of the required rate for the previous six-month period until it reachesfive
percent.

A. FAILURE TO MEET THE PERFORMANCE STANDARD

Any school which fails to comply with the requirements will receive no new Federal funds and
will be required to:

. maintain the funds and all subsequent collectionsin an interest-bearing account;
. make no loan disbursements; and
. by the end of the succeeding six-month period, reduce its default rate to 50

percent of the rate it failed to achieve or five percent. A school that meetsthis
requirement will be permitted to resume the use of its funds, but must continue to
comply with the requirements of a 50 percent reduction of the required rate for the
previous six-month period until it reaches five percent.

Any school which failsto comply with these requirements will be subject to termination. The
Secretary will provide the school with awritten notice specifying his or her intention to terminate
the school's participation in the program and stating that the school may request, within 30 days
of the receipt of thisnotice, aformal hearing. If the school requests a hearing, it must within 90
days of the receipt of this notice, submit material, factual issuesin dispute to demonstrate that
thereis cause for ahearing. These issues must be both substantive and relevant. The hearing will
be held in the Washington, DC metropolitan area. The Secretary will deny a hearing if:

. the request for ahearing isuntimely (i.e., fails to meet the 30-day requirement);
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. the school does not provide a statement of material, factual issuesin dispute
within the 90-day required period; or

. the statement of factual issuesin disputeisfrivolous or inconsequential.

In the event that the Secretary denies a hearing, the Secretary will send awritten denial to the
school setting forth the reasons for denial. If ahearingisdenied, or if asaresult of the hearing,
termination is still determined to be necessary, the school will be terminated from participation in
the program and will be required to return the Federal share of the fund to the Department of
Health and Human Services. A school terminated for failure to comply with the performance
standard requirements must continue to pursue collections and may reapply for participation in
the program only when it has attained a default rate of five percent or less.

[42 CFR Part 57.216 and 42 CFR Part 57.316]

There are also certain performance standards which must be met by schools to participate in the
Health Education Assistance Loan (HEAL) Program.

A. DEFAULT RATE STATUS

Effective January 1, 1993, any school with aHEAL default rate in excess of 20 percent became
ingligible to participate in the HEAL Program. However,

. historically black colleges and universities with HEAL default rates above 20
percent may continue to participate in the HEAL Program until October 13, 1995
as high-risk schools; and

. the Department may grant awaiver if it determines that the default rate for a
school is not an accurate indicator due to a school's low HEAL volume.

In addition, schools have the right to appeal their ineligibility to the Department based on
mitigating circumstances.

B. RISK CATEGORIES

Schools with default rates at or below 20 percent may continue to participate in the HEAL
Program. However, these schools are divided into three risk categories that determine the
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amount of the insurance premium the borrower and the school must pay on each HEAL loan
issued. Theserisk categories are:

. low-risk (the school has a HEAL default rate of five percent or less);

. medium-risk (the school hasa HEAL default rate that is greater than five percent
but no more than 10 percent); and

. high-risk (the school has a default rate that is greater than 10 percent but no more
than 20 percent).

Each school's risk category is determined every September 30 by calculating the institutional
default rate. Therisk category becomes effective January 1 through December 30 of the
following year. The default rateis calculated as follows:

Thetotal principal anount of HEAL loans made to students of the school for a
period of enrollment (or expected enrollment) that entered into repayment status
after April 7, 1987 for which claims have been paid due to default or bankruptcy

Minus

defaulted HEAL loans for which the borrower has made payments to the
Department of Health and Human Services for 12 consecutive monthsin
accordance with a repayment agreement, and HEAL |oans that have been
discharged due to bankruptcy

Divided by
the total principal amount of HEAL loans made to students of a school for a
period of enrollment (or expected enrollment) that entered into repayment status
after April 7,1987.

[ Section 719 of the Public Health Service Act]

Statute permits schools to pay off outstanding principal and interest owed by borrowers who
have defaulted on their HEAL loans. Schools may use this option as a mechanism to reduce
their institutional default rates, thus maintaining eligibility (if the default rate is over 20 percent) or
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moving to alower risk category.

[ Section 708 of the Public Health Service Act]

The Department will send a quarterly billing invoice to al schools that are required to pay arisk-
based insurance premium. Thisinvoice will be based on all HEAL disbursements made to
students enrolled at that institution during the preceding quarter and reported to the Department.
Theinstitution must pay this bill within a specified time period before a delinquency occurs.
Schools should pay these bills on atimely basis since a delinquent debt to the Federal
Government may initiate l[imitation and/or suspension.

For further information, see Health Professions Programs, HEAL , Chapter 3.

[ Section 708 of the Public Health Service Act]
C. DEFAULT MANAGEMENT PLANS

Schools with default rates greater than five percent, but no more than 20 percent, must prepare
and submit an annual default management plan to the Division of Student Assistance for
approval.

The default management plan must specify the detailed short-term and long-term procedures that
the school will have in place to minimize HEAL defaults. Under the plan, the school must
provide an exit interview to al borrowers. The exit interview is to include information concerning
repayment schedules, loan deferments, forbearance, and the consequences of default. This
requirement also applies to any historically black college or university that has a default rate
greater than 20 percent and continues to participate in the HEAL Program during the three-year
transitional period which ends on October 13, 1995.

The Division of Student Assistance may grant awaiver of the default management plan
requirement if it determines that the default rate for the school is not an accurate indicator due to
low HEAL volume.

For adetailed discussion of other compliance requirements of the HEAL Program, see Health
Professions Programs, HEAL , Chapter 2.
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CHAPTER 3PROGRAM ASSESSMENTS

Program assessment site visits are conducted to eval uate program operations, identify program
strengths and weaknesses, improve program management and interpret the findings leading to
suggestions and recommendations for increased efficiency and effectiveness at the institutional
and Federad levels.

It isan objective of the Division of Student Assistance to conduct an assessment site visit at each
participating institution on a periodic basis. However, priority is given to any health professions
or nursing school where specific and serious problems are identified through the following
SOurces:

. the review of reports required to be filed with the Division of Student Assistance
(i.e., the Annual Operating Reports);

. past assessment reports,

. previous audits; and

. telephone communication or correspondence between the Division and the
school.

A. ENTRANCE INTERVIEW
All site visits begin with an entrance interview with the Authorizing Official, the Financia Aid

Administrator, the Fiscal Officer and other selected school officials. The purpose of thevisitis
reviewed and the site visit schedule is developed and finalized.
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B. PROGRAM REVIEW

The program review is divided into the following four parts:

. overview of the institution;

. athorough review of the financial aid office, including staff and policies and
procedures,

. review and analysis of student records; and

. athorough review of the fiscal office, including promissory notes, accounting

records, and due diligence activities.
C. EXIT INTERVIEW

The exit interview provides the assessor and the institutional representatives present at the
entrance interview an opportunity to review the following assessment findings:

. programmatic strengths;

. programmatic weaknesses; and

. suggested and/or required changes to improve the administration of the
program(s).

Thefollow-up letter carefully reviews the program strengths, weaknesses, and recommendations
covered during the exit interview. Required changes needed to bring program administration into
compliance with the statute, regulations, or program policy will stipulate a target date by which
the change must be implemented.

Institutions will be expected to respond to the follow-up letter within 30 days.
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CHAPTER 4COMPLIANCE SITEVISITS
A compliance site visit is an on-site program review by ateam of Federal and/or non-Federa

inspectors with expertise in specific management and fiscal disciplinesto investigate and resolve
severe programmeatic problems at participating institutions.

The compliance site visit will be scheduled if:

. during the initial assessment the assessor was unable to resolve a severe
programmatic problem even with the full cooperation of the institution; or

. the institution failed to respond to Federal follow-up of an assessment; or

. specific and serious problems are known to exist at a participating institution.

The compliance site visit procedures and follow-up letter to the institution are similar to the
program assessment descriptions found above in Chapter 3.
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CHAPTERSINSTITUTIONAL CHECKLIST

The funds made available through the health professions and nursing student assistance
programs represent a major resource available to students seeking to finance health care
educations. The institutions serving these students have a responsibility to assure that these
funds are awarded to the most eligible students, are recovered from those students in an orderly
and timely fashion, and are made available to new studentsin the future. In accepting the funds,
the school agrees to administer them in accordance with Department of Health and Human
Services regulations and policies. The school assumes responsibility for the fiscal and
administrative management of such funds and fulfillment of any special instructions which may
be issued from time to time by the awarding agency.

The purpose of this checklist isto present some practices and procedures which will lead to
efficient and effective administration of the programs. Not all of the practices and procedures
described here are mandatory under the terms of agreement to participate in the health
professions and nursing student assistance programs. The checklist will, however, provide the
institution with a guide to appropriate operating activities which will lead to improved
stewardship of the resources represented by the scholarship and loan funds.

Successful administration of the health professions and nursing student assi stance programs
begins at the time the first loan or scholarship is granted. If the institution has not organized its
financial aid operation effectively, it cannot assure that the students sel ected meet the legal
requirements, have financial need, understand their obligations to the loan and scholarship
programs, and respect the seriousness of the agreements. In reviewing its own procedures the
institution should consider the following:

. Isacopy of the Guidelines available in the
office of the designated Financial Aid
Administrator? yes no unknown

. ...Inthe office of the Fiscal Officer? yes no unknown

. Do both the Financial Aid Administrator and
the Fiscal Officer have a copy of the current
application for funds? yes no unknown
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. ...of the current Notice of Award?
yes no unknown
. ...of the most recent Annual Operating Report
and other required reports describing loan
and scholarship activities? yes no unknown

The Department does not require that schools integrate the administration of the loan and
scholarship programs with those of other State, Federal, institutional, and private aid programs.
Most institutions find, however, that students are best served and program goals achieved most
easily when there is a coordinated financial aid office responsible for administering programs
available to health professions and nursing students.

. Has one institutional office per campus been
delegated responsibility for coordination and
administration of on-campus student aid? yes no unknown

In anumber of areas the institutions have an opportunity to establish local policies governing
administration of the programs. The student application and choice of an approved need analysis
system are clearly under the control of the institution as are definitions of full-time status, student
expense budgets, maximum loans and scholarships (if less than the statutory amount), and other
elements of program administration.

. |s there an advisory committee that meets
regularly to set ingtitutional aid policies and
procedures? yes no unknown____

. Isthat committee representative of faculty,
administration, students, aid administrators,
and fiscal officers? yes no unknown

. Isit clearly understood how aid policy is
made and who makesit? yes no unknown

. |s there an up-to-date document describing
institutional aid policies and procedures? yes no unknown
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Doestheinstitution financial aid application
contain information needed to determine
eligibility for the funds?

|s the application reviewed and updated
annually?

Does the institution use a national need
analysis system?

|s the borrower required to submit anew
application and need analysis document
annually?

If the calculated family financial contribution
does not redlistically reflect the actual ability
to pay, isit adjusted and documented by the
aid administrator?

Are documents relating to determination of
eligibility and financial need assembled into a
single folder for each borrower?

Are documents in those files properly
completed, signed by designated
representatives, and notarized (if required)?

If the borrower is not acitizen, does the
Financial Aid Administrator require
submission of formal documentation to prove
permanent residency?

Does the institution have aformal policy
defining full-time or half-time study in
accordance with the regul ations?

Has research been conducted to determine
the costs reasonably necessary to attend
beyond those paid directly to the school ?

Isthat research updated regularly?

yées_

yes_

yes_

yes_

yes_

yes_

yes_

yes_

yes_

yes_

yes_

no unknown

no unknown

no unknown

no unknown

no unknown

no unknown

no unknown

no unknown

no unknown

no unknown

no unknown
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. Does theinstitution have procedures for
terminating scholarship awardsif the student
ceases to be enrolled full-time? yes no unknown____

Good loan collection procedures begin at the time the loan is granted. Borrowers have aright to
know the full terms and conditions of repayment at the time they enter into the loan agreement.
Since some students may leave the institution unexpectedly, data sufficient to locate them in that
eventuality must be obtained at the time the loan is granted. Repeated exposure of the borrower
to the expectations of 1oan collection makes for a more complete understanding of what will be
required and instills amore positive attitude toward repayment of the loan.

. Isthe official responsible for collectionsa
participant in the determination of policies
governing the approval of loans? yes no unknown____

. If the Federal promissory note form is not
used, has the institutional form been
submitted for review and approval? yes no unknown

. If the borrower isaminor who cannot enter
into a binding obligation, is security or
endorsement required? yes no unknown____

. |s each borrower given acopy of the
mandatory disclosure statement required by
the Truth-in-Lending Act? yes no unknown

. Does the borrower sign a copy of the
required Truth-In-Lending Statement, and is
that signed copy included in hisor her file? yes no unknown

. When the student applicant's file is complete,
does it contain information sufficient to
locate the borrower if he or she should leave
without an exit interview? yes_ no____unknown____
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The financial aid office and/or the fiscal office should be arequired check-out point for borrowers
withdrawing, transferring, or graduating from school. The official in charge of collection should
establish a procedure that is sufficiently prompt and firm to impress the borrower with the
seriousness of hisor her obligation. The procedure should be effective enough to obtain results
and yet retain the good will of the borrower.

. Doestheinstitution have a policy which
requires that borrowers leaving school
"check-out" at the financial aid or fiscal
office? yes_ no____unknown____

. Isthere aregular procedure at the beginning
of each new academic period to assure that
borrowers who have not had an exit interview
have returned to the school ? yes_ no____unknown____

. Isthere a procedure for mailing exit interview
materials to borrowers who have not
returned, or who leave the institution
unexpectedly, and who did not have an exit
interview to communicate their rights and

responsibilities to them? yes no unknown
. Does every borrower receive an exit interview

communication concerning rights and

responsibilities to the fund(s)? yes no unknown

The exit interview has two purposes: to review with the borrower his or her rights and
responsibilities under the program and to assure that sufficient information is available for
effective collection of the loan obligation. Among the "information-giving activities' area
number of things which also improve collection results.

. Are the promissory notes checked to assure
that they are completely and correctly filled
out? yes no unknown____
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|sthe borrower given copies of the forms
necessary to repay, cancel, or defer the loan,

as applicable? yes

Isthe Truth-in Lending Statement given to

the borrower in the exit interview? yes

Isasigned copy of the Truth-in-Lending
Statement added to the borrower'sfile

following the exit interview? yes

no unknown

no unknown

no unknown

The second function of the exit interview - obtaining personal datato ensure effective collection -
isaided by an "exit interview guide" which isa checklist describing the information that the
institution has found is effective in locating its borrowers and collecting their loans. An Exit
Interview Checklist isincluded in Health Professions Programs and Nursing Programs.

Does the institution have aguide for
conducting the exit interview which lists the

information to be obtained (or verified)? yes

During the exit interview, does the institution
collect (verify) the address at which the

borrower can be reached? yes
...the borrower's Social Security Number? yes
...the address of the borrower's parents? yes
...names and addresses of friends or relatives? yes
...names and addresses of creditors? yes

no unknown

no____unknown____
no____unknown____
no____unknown____
no____unknown____

no unknown

The activities described to this point are really in anticipation of the collection of the Health
Professions and Nursing FCC Loan Programs in atimely and efficient manner. Administrative
organization, selection of borrowers, anticipation of loan collections, and the exit interview are
important only as they provide the institution with a better ability to collect the money it has
advanced to borrowers.
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. Doesthe institution send remindersto the
borrower during the grace period concerning
the terms and conditions of the loan? yes no unknown

. Does theinstitution send a statement
showing principal and interest due prior to
the due date of each required payment? yes no unknown

. Does the institution respond promptly to
inquiries from borrowers concerning their
scheduled payments, problems, or changesin
plans and activities? yes_ no____unknown____

. Does theinstitution promptly acknowledge
payments, cancellations, or deferments so
that the borrower has an understanding of the
current status of his or her account? yes_ no____unknown____

Inevitably, some borrowers will fail to respond in spite of due diligence by the institution.
Accounts will become delinquent. The institution must be alert to delinguent accounts and must
take immediate action to assure that the delinquency does not continue.

. Does theinstitution have a procedure which

identifies accounts which are delinquent? yes no unknown
. Isthere aregular procedure to notify

delinguent borrowers informing them of the

consequences of continued delinquency? yes no unknown

The 30-day delinguency notice is the point at which the institution should begin to withhold
servicesto the delinquent borrower.

. For accounts which are delinquent more than

15 days, does the institution have aregular

procedure for withholding services? yes no unknown
. ...denying letters of recommendation and

placement services? yes no unknown
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In some instances, additional actions may be required to encourage the borrower to make
payments.

. Isthere aregular procedure to send the
additional past due notices to delinquent
borrowers? yes no unknown

. Isthere aregular procedure for assessing
penalty charges when accounts are more than
60 days past due? yes no unknown

. Isthere aregular procedure to send afinal
demand letter to borrowers whose accounts
are approaching 120 days delinquent? yes no unknown

. ...are such accounts turned over to a
commercial loan collection agency if thereis
Nno response? yes no unknown

. ...are such accounts turned over to an
attorney for possible legal action if thereisno
response? yes no unknown

. Isthe institution a member of a credit
bureau? yes no unknown

. Is the credit bureau notified of accounts that
are more than 120 days past due? yes no unknown

Sometimes the institution loses contact with the borrower. At this point, the information
collected in the exit interview isimportant to the tracing effort.

. Isthere aregular procedure for identifying the
current address of delinquent borrowers by
communicating with their parents, friends, or

relatives? yes no unknown
. ...by checking with professional associations
for current business or resident address? yes no unknown

Cct ober 2000



Chapter 5 Page 23

. ...by checking with the alumni office at the

institution? yes no unknown
. ...by following up with other institutions to

which transcripts were sent? yes no unknown
. ...by communicating with names given as

personal references? yes no unknown

The institution must act promptly when a borrower files for bankruptcy. It isimportant to note
that, with the Health Professions and Nursing FCC Loan Programs, the institution islegally the
creditor (despite the involvement of Federal fundsin making the loan).

. When aclaim of bankruptcy isfiled, doesthe
institution examine the original application to
determine whether any fal se representations

or fraud exist? yes no unknown
. ...attend meetings of the creditors? yes no unknown
. ...attempt to obtain acknowledgment of the

debt following the petition of bankruptcy? yes no unknown

The activitiesidentified as questions in this checklist represent good practices which should be
followed by institutions participating in the health professions and nursing student assistance
programs. Some of the questions must be answered "yes" since they reflect activities which are
required by the health professions and nursing student assi stance programs, authorizing
legidation, or Federa regulations. The other questions should be answered "yes" since they
reflect activities which institutions should undertake as proper stewardship of their accounts.
None of the questions should be answered "unknown." Officials responsible for the
administration of the health professions and nursing student assistance programs have a
responsibility to know the answers to each of these questions because they represent practices
and policies which the Federal Government and practicing financial aid and fiscal administration
consider important in the proper administration of the loan and scholarship programs.
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CHAPTER 6 BASIC TRAINING AND CONTINUING EDUCATION FOR
FINANCIAL AID AND FISCAL ADMINISTRATORS

The profession of student financial aid administration and fiscal administration has developed
into avital function of any post-secondary institution. Through its organizationa structure of
professional associations on the State, regional, and national level, valuable communications
channels can be established to enhance any institutional activity. The Department of Health and
Human Services strongly urges financia aid and fiscal administrators to become familiar with the
professional organizations on an appropriate level. Functions organized by these associations
include discussion directly concerned with the administration of all financial assistance programs.
For further information about your State and regional organizations you may wish to contact the
following:

National Association of Student Financial Aid Administrators (NASFAA)
1920 L Street, N.W.- Suite 200
Washington, DC 20036-5020

Nationa Association of College and University Business Officers (NACUBO)
2501 M Street, N.W. - Suite 400
Washington, DC 20037-1308

Coalition of Higher Education Assistance Organizations (COHEAOQO)
1101 Vermont Avenue, N.W. - Suite 400
Washington, DC 20005-3521

All participating institutions are encouraged to devel op a vigorous program of training and
continuing education for each member of itsfinancial aid and fiscal staff. In addition, the
Division of Student Assistance periodically sponsors special training programs designed to assist
in the administration of the health professions and nursing student assi stance programs.
Participating institutions are notified of these special training programs. The Department of
Health and Human Services aso believes that the Guidelines can be an important and
worthwhile part of an institution's training effort.
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External Loan Review Process Fxhibit A
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DSA Write-off Review Process  Ehibit B
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Exhibit C

Federsl Capital Contributfon (FOL) Loans
Pue Aligance Check List

~ lmstitution Nome:

Discipline: . State:
(Exampies: Medicine, Bentistry, auociato, Diploma)

FCC Loan Fund: HPSL - PCL LS NSL
(circle ome) -

Contact Person and Phpm Humber:

(.
Borrower Name: . . SEN#:
Separation Date: ' o " Grece Period Ended: _
' ~/=t Date Borrower Defaulted —~/—
Firat Payment Due Date: _ /_/_ on Loan: N
Pate School Determined Loan Uncollectible: _ /_/
(a) Principal Amount Loaned. tb) Principal Amount Repaid tc) Principai Amt Cancelled
$ s A s
(d) Principal Amount Dutstanding  (e) Penatty/late Charges (f) Interest Repaid
{a-b~cxd) outstanding :
$ : $__ $
{9} Intersst Cencelled (h} Interest Outstanding (%) Total Outstanding Ralance
- . - ;d-t-u-h-i) s

for docusentation requiremsnts snd guidance.

Below is a chack List of ftems to shou dus diligence for an FOC iomn determined uncol lectible.

SUBMLT PROTOCOPIES DMLY
1. Saa Loan boen reviewed in M'%-‘é? gtimm and write-off procedures in the
O Yes D Mo (Do not submit) _
2. Wave you enciosed copy(iss) of the Promissory Note(s)?
O v O llo(llumtahl__t)_. S
3. Neve you snclosed & copy of the ropeyment schedule?
O ve 0w _ o
4. Wawe you snciosad sntrance fnterview documntstion Ceffsctive 9/23/85)7
Love O % O

5. Nave you uu:tond exit interview documentstion tcffu:tlu 92378537
O Yes a No O R/A



6. Were deferments or cancelliations granted on this Loan?

7.

9.

O Yes Enclosed {s/are spproved form{s).

L_-'Ilo

Have you enclosed docamentstion of required contects, including grace period (effective 9/23/85), deferment
(effective 9/23/85), billing and foliow-up? (Refer to the due diligence requirsmsnts and write-off procadures in
the Student Financial Aid Guidelines, Book Three - Fiscal Managemsnt)

I:I Yes Enclosed i3 a copy of the hilling agent's service agreement or school's billing procedures and
its effective dates and evidence of required contacts as listed above for this borrower.

O Yes A copy of the billing agent's service agreement o school's billing procedures applicable to this
: lcan has already been submitted with previcus write-off requests. Enclosed are evidence of
required contacts as listed above for this borrower.

O Ne (Do not submit)
(a) \uas the borrower a skip?

[J  Yes Date clessified as 2 skips _/_/ . Evidence of the skip is enclosed (i.e., return to sender
correspondence). A copy of the school's nritten procedures followed in attempting to locate a
borrover and avidence to document that those procedures were followed mst be enclosed.

O No
(b) uas a commercisl fire or collection apency [ised to locate this borrower?
D Yes Enclosed is a copy of the contract which states they perferm skip tracing.
O Ho
Hos the loan been referred to a commercial or inhouse collection agency?
D Ya§ Enclosed is a copy of the commercisl agency's collection procedures, (and if used, the in-house

written procedures), evidence of dates of referral, rasulte of placement, and the date the account
was returned.

Dﬂo

10. Was this loan litigated?

(L.

() Yes Enclosed is a copy of the judgement and further efforts taken after Litigation to collect the loan.
U %
If you smuered no to question 10, you must check ppe of the following:
a ¢a) The borrower filed bankruptcy and the loan was discherged through the bankruptcy proceedings, the
following additional documentation is submitted: Notice of Creditors, Proof of Claim and Final
Diacharge. .

O {b) Enclosed is s current third party statement {(e.g., an attorney or collection sgency) why Litigation
was not pursued (i.e., not cost-effective).

Use the loan reported to a Credit Sureau?
O Yes Enclosed {s the date and supporting documentation.

U w

12. Mave you included documentation of your semi-anmmi collection effort(s)?
0 ves '
O No

13. 1 certify that the documentation provided is true, complete, sid correct to the best of wy knowledge.

who knowingly mekes a false statement or misreprasentation in the documentation is subject to penatties which

Anvy person who
may include fines and imprisorment under Federsl statute.

Authorized OFFicial's Signature Date
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Exhibit D Calculation of NSL Default Rate

For your convenience, an abbreviated borrower account worksheet and the

formulafor calculating the default rate are posted on the INTERNET. The
addressis:

www. hr sa. gov/ bhpr/dsa/ratecal c. ht m

Exhibit E Calculation of [HPSL or PCL] and L DS Default Rate(s)

For your convenience, an abbreviated borrower account worksheet and the

formulafor calculating the default rate are posted on the INTERNET. The
addressis:

www. hr sa. dhhs. gov/ bhpr/dsa/ratecal c. ht m
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Exhibit F Closing Programs - Return of Excess Cash - Version 1

October 2000



CALCULATION OF PRINCIPAL, INTEREST AND OTHER INCOME
DUE FEDERAL GOVERNMENT FROM COLLECTIONS
{Initial Recovery)

For use by those institutions newly in closing status and repaying the Federal
Government for the first few times.

BASE DATA NEEDED
A. (Cumulative from the beginning of the program):

1. Federal Funds ReCeived. . ... .ottt intitenemonsenanaenns e .$
2. Institutional Contributions Deposited..........vviiiniinrinn .
3. Transfers from Scholarship Fund...... et et a e ee e
4, Transfers to Scholarship FUunG. . ..ottt ittt it i e te tmmeee e v nnns
5. Interest Inceme Collected on LOAHAS. .. ...t er s e iinnnenronrnnns
6. Penalty Charges Collected on Loans.......... et
7 Investment THCOmME. .. ... ...ttt e eerreenaeniaaraeeennnann

B. Institutional Repayment of Bad Debts, Interest................
9. Institutional Repayment of Bad Debts, Penalty Charges.........
10. Collection Costs, TNEereSt. ...t vrnrneneneinnrnneensonn e
11. Litigation Costa, INteresb. ... oo iernre e et saenaennoans
12. CCredit BUIreal FEeS . . it ittt e n et asts s it tn ettt i '
i3, Other CoSES. . it ittt i ettt i e it e e aieensan
14. Total Other Income Previcusly Repaid to the Fed. Govt. (if any)*
15, Total Interest Previously Repaid to the Fed. Govt.{if any)*...
B. {Current period data)
1. Cash Balance End of Period Covered By This Report.............

* For example, if associated with return of excess cash while in active status.

Using the BASE DATA items above:
Step 1: Calculate the Federal Government’s percentage contributed to the Fund:

Federal percentage (F%) = A.1 + A.3 A.4
Al + A2 + A3 -na.4

Step 2: Calculate the total amount due the Federal Government:

Total Amount Due Federal Government = F% x B.l

Step 3: ' Calculate the portion of the Total Amount Due Federal
Government which is Other Income:
Other Income = [F% x (A.6§ + 2.7 + A.9)] - A.14
Step 4: Calculate the portion of the Total Amount Due Federal
Geovernment which should be interest:
Interest = [F% x (A.5 + A.8 - A.10 - A.11 - A.12 -~ A.13))] - A.15
Step 5: Calculate the portion ¢f the Total Amount Due Federal

Government which should ke principal:

Principal = Total Amount due Federal Government minus
Interest minus Other Income

NOTE: The Federal Government will always recover its proportionate share of any
interest and other income collected {(less its proportionate share of expenses)
before any repayments are applied to principal. Once the initial interest amounts
have been recovered, the werk sheet at Exhibit T may be used to determine principal
interest and. other inceme repayments for each current period.
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Exhibit G Closing Programs - Return of Excess Cash - Version 2
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CALCULATION OF PRINCIPAL, INTEREST AND OTHER INCOME
DUE FEDERAL GOVERNMENT FROM COLLECTICNS

For use by those institutions that have been in closing status for awhile and have
repald the initial bulk of interest to the Federal Government.

BASE DATA NEEDED

A (Cumulative from the begirning of the program):’
1. Federal Funds Recelved. ... ... ...ttt it iisarennaaennn §
2. Instituticonal Contributions Deposited. ... ... .. ... .. .0uevnvnns
3. Transfers from Scholarship Fund...... ... it nnnnnnn
4, Transfers to Scholarship Fund. . ... c.ov ittt ittt nrerneenss

B. {Current period data}
1. Loan Principal Collected. i ittt st st nnaraeenneneanns
2. Interest Income Collected on Loans.........c.veecvevna. e
3. " Penalty Charges Collected on LoaNS. ..o r vt vt e v eerveneenanens
4. INveStmeNnt IO O . i v vt vt h e vt s s e n s o sa s nasnusssnsssansaesnas
5. Institutional Repayment of Bad Debts, Principal..............
6. Institutional Repayment of Bad Debts, Interest...............
7. Institutional Repayment of Bad Debtsg, Penalty Charges........
8. Collection Costs, PrincCipal........ ittt nrinnencnerennssnn .
9. Collection Costs, InLerest .. . .. ... irerrennernerroconnrnnss

10. Litigation Costs, Principal......iv it it rinntnnninesnaneras
11, Litigation Costs, Interest. . ...ttt ittt it e et aenenn
1z2. Credit BUurEal FoeS . ... v e rrrrtesseonenesnsesnssnssensnsenn
13. L0 ol o Tl o T o= ey
14, Cash Balance End of Period Covered by this Report............
Using the BASE DATA items above:
Step 1: Calculate the Federal Government’s percentage contributed to the Fund:
Federal percentage (F%) = Al + A3 -~ A4
A.1 +A.2 +A.3 - 4.4
Step 2: Calculate the total amount due the Federal Government:

Total Amount Due Federal Government = F% x B.14

Step 3: Calculate the portion of the Total Amount Due Federal
Government which is Qther Income:

Other Income = F%¥ x (BR.3 + B.4 + BE.7)

Step 4: Calculate the portion 6f the Total Amount Due Federal
Government which should be Interest:

Interest = F$ x {B.2 + B.6 - B.9 - B.11 -~ B.12 - B.13)

Step 5: Calculate the portion of the Teotal Amount Due Federal
Government which should be principal:

Principal = F$ X (B.1 + B.5 - B.8 - B.10)"

NOTE: The results of Step 3, Step 4 and Step 5 when added together, should equal
the result of Step 2.
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Exhibit H Certification Statement
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Certificate Statement
(Sample)

Date
Institutional Representative

Dear

This letter is to confirm due diligence and collection procedures testwork in our OMB Circular
A-133 audit of the (your university) for the year ended June 30, 199_ for the following
uncollectible accounts.

Program  Discipline Borrower Principal Interest Penalty Charges
HPSL Dentistry John Doe $1,000 $ 200 $ 50
PCL ‘Osteopathic Sue Jones $2,000  $ 500 $ 25
LDS . Pharmacy Jane Doe $1,500 $ 200 $ 55
NSL Graduate Sandy Jones $ 800 $300 $ 20

As we have previously discussed, our A-133 audit program now includes completing the DHHS
Federat Capital Contribution (FCC) Loans Due Diligence Check List for these students
participating in the Health Professions Student Loan Programs. This is to confirm that the results
of our testwork of these accounts revealed no findings which will be included in our A-133 audit
reports when issued.

The followihg accounts are disallowed based on our review:

Program  Discipline Borrower Principal Interest Penalty Charges
- NSL Diploma John Jones $1,800 $ 300 $ 20
HPSL Dentistry Anne Doe $1,000 $ 200 §$ 50
EF LSS S S

If you have any questions or comments, please feel free to call me.
Very truly yours,
Independent Audit Firm

Auditor Name
Title



