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On August 27, 2021, the U.S. Department of Education
(ED) Federal Student Aid office issued updated
guidance related to the conclusion of the Federal
Perkins Loan Program, with certain actions that
institutions must take.

The original deadline for these actions was June 30,
2022. However, on May 4, 2022, ED extended the
deadline by one year to June 30, 2023. Schools that are
unable to meet the original June 30, 2022, deadline will
be required to provide additional information, as outlined
in the May 4, 2022 announcement.

Under the updated guidance, institutions with Perkins
Loans that have been in default for more than two years
must assign these loans to ED or purchase them by
June 30, 2023, unless the institution has documentation
that borrowers are making payments toward the loans.

Additional details about assigning, purchasing, and
collecting Perkins Loans are below.

Assigning or Purchasing Perkins Loans

There are certain conditions that would prohibit the
assignment of a loan. If an institution knowingly failed to
maintain an acceptable collection record for the
defaulted Perkins Loan, the U.S. Secretary of Education
may require the institution to assign the loan to ED
without recompense.

If a loan is rejected for assignment, ED must provide the
reason for the rejection and the institution will be
required to resolve the issue and resubmit the loan for
assignment. If this is not possible, the institution must
purchase the loan. See the Federal Perkins Loan
Program Assessment and Liquidation Guide for details.

Federal regulations state that the Secretary may require
the intuition to reimburse the Perkins Revolving Loan
Fund for the outstanding principal plus accrued interest
on a loan ED determines is unenforceable.

For reporting periods after June 30, 2022, the institution
is required to assess its Perkins Loan portfolio to
determine if other accounts are more than two years in
default. These accounts must be assigned to ED before
the end of the current reporting period.

Keep in mind that if an institution can collect payments
on a Perkins Loan in the time between when the loan
reaches the two-year delinquent status and the end of
the reporting period, the institution may continue to
collect instead of assigning or purchasing it.

Collecting Perkins Loans

A loan that has been assigned to a private collection
agency must be returned to the institution so that it may
be considered for assignment by the deadline.

Further, the institution must ensure all the mandatory
collection procedures are being followed. If the institution
or a collection agency it hired is unsuccessful in
converting the account to regular collection status, or the
borrower does not qualify for deferment, postponement,
or cancellation of the loan, the institution is required to:

e Litigate;

o Make a second effort to collect the account with a
different method than the first attempt, such as using
an outside collection agency, institution personnel,
or a different collection agency; or

e Submit the account for assignment with the
Secretary.

If the institution is unsuccessful in placing a loan in
repayment after the first and second collection efforts
described above, it must continue to service the loan by
making yearly attempts to collect the loan until it is:

e Recovered through litigation;
e Assigned to ED; or

o Written off if the outstanding principal, accrued
interest, collection costs, and late charges are within
the allowable thresholds.
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As a reminder, institutions may voluntarily assign
Perkins Loans, including those that have an acceptable
collection record or are not in default, at any time.

Please contact us with questions or to discuss how this
may apply to your institution.

This article has been updated.
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