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ABSTRACT

Theé problen of lanaglng’collection efﬁdtts on
defaulted student loans under the. guaranpteed student, loan program is
discussed. This review was made to assist the Office of Education in
developing ‘collection guidelines and procedures. to cope more
effectlvely with the rapldly increasing backlog of defaulted loans.
It is shown that changes in policy and- emphasis will improve
collections--through both voluntar;npaynents and legal actioms--and
will -provide for’systematically removing ‘cases that cannot be
collected. GAO recomnendatlons and HEW .comments are 1nclnded.
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Collection Efforts Not Keeping -
. Pace With Growing Number Of, -
~ Defaulted Student Loans
. ‘\ R ~ ’ L

Office of Education
Department of Health, Educataon
* and Weifare

The Otfice of Education guaranteed 4 million
student loans amounting to $4.5 hillion
through Septermber 1976 and has p:id out
about $287 miillion to lencing instiwutioris
because of student defaults.

Through that date the Office coilected only-
$25 million; most of the defauited loans still
require coliecton. Gotlectors cannot handle
their workloads, and the trend ic toward ever =
larger, less manageable workloads.

» Changs in policy and emphasis will improve
collect.ans-through both voluntary pavments
and legal actions- and wil] provide for system- .
atically removing ‘cases thai_cannot be ‘col- ¢ . .
lected. ' . 4 Co S ' .
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JUNITED STATES GENERAL ACCOUNTING OFFICE
' wAsmNG’ron.'q.c. 120543
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The Honorable . . v
The Secretary of Health, .
. Education, and Welfare -

N .
>

This report discusses the problenm of-mana@ing Tollection

Dear Mr. Secretary:

”

" F ’ efforts?on defaulted student loans under the guaranteed stu- L "
- . -deht loan p-ogram authorized by the Higher Educa;iOn Act of
At - 1965 and administered by the Office of Edugation.. ° . o
Ve

developing ‘collection guidelines and procedures to more .
. effectively cope with the rapidly increasing backlog of de-

f

j \\, . We made this review to assist the Office of £ducation i
|

f faulted studeni 1cains.

. i The repcrt recognizes that efforts are being made to im-#
; prove the collection program/by providing better guidance to

- ; collection personnel’, contracting for collection assistanc®, .

-and developing a capability for-tefeﬂ&ing cases directly to )

” '

’. 4

- the Department of Justice for legal action. —

This report contains recommendations to you on pages 22 | .

- and 23. As you know, section 236 of the Legislative Reorgani-
| zation Act of 1970 requires the head of a Federal agency %6~ . *
‘ submit a written statement on actions taken on our recomménda- ’
v tioas tc the House Committee oh Government Operations and the .
J Senate Committee on Governmental Affairs not later than 60 ° .
L days/af;et the date of the report and to the House and Senate’

Committees on Appropriations with the ‘agency's first regdest, L

: for appropriations made more than 0. days after the date of
!

o/_ € N 3 =
. Fhe report. " - e R
"' * We are sending copies of this réporft to the Senate Com-' ) 4
, mittees on Governmental Affairs; Human Resources; Appropria- -
e tions, Subcommittée on Labor, Health, Education, and Welfare;

, and the House Committeel on Government Operations; Education
- i ) - N
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GENERAL ACCOUNTING %mcs -
REPORT TO THE SECRETARY OF
HEALTH, EDUCATION, AND ‘

WELPARE

>

’

COLLZCTION EFFORTS NOT
KEEPING PACE WITH' GROWING

LOANS
.. Qffice of Educatron
pepartment of Health, Educa-
L tior, and Welfare
. 3 .

...... i -

The Office of Education has a systen for
collecting loans that is, similar ‘“to a

cLogged pipeline. Hany defaulted loans o
enter but relatively few leave the system.
Although some positive actions are bejng .
taken, the ptoblem has\teached serious pro-
portions. ’ .

The Office guaranteed &.mxlbmon stBdent loans
amounting to $4.5 billion thfough Septenber

, 1976. It had to pay about ,$287 millioh to ~
_lending institutions durxng the same time be-

. cause about offle of every six loans had been

defaulted after the stadent completed or with-
rev ftom school.

“'Afker payxng the lenders, the Office has’ to

. chllect the defaulted loans. Through Septem-

b 1976, only $25 milliopvhad been collected--

m ly through montbly payments. -

Regulatxons tequxte an aggressxve collectxon
program and administrative action, when appro-
prtate, to end collection, or:rdfer’ Phe de-
faulted loang to GAO.or the Department of
Justjce for further -dctionh. GAO recommends
ways the Office of Education can,improve its
co}lectxon processcto the point where the °
regulations can be effectxvoly carried out.
COLLECTION PROGRAQ>§OT KBEPIHG PACE N \
WIiTH EROWTE IN DEFAULTED LﬁAﬁg

Thé'numbet of ‘defaulted “1oans beld by the
Office of Edication has been increasing. °
Prom 1968 fo September 1976, about 280,000
faulted loans accumulated, 76,456 of them.
fiscal year 1976. Another 147,000 are
pected in-figgal year 1977. ;During 1976

13,525 def®o¥s fully tepaid or started
of Lt defaulted loans.

NUMBER  OF - DEFAULTED STUDEND |
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Money paxd to lenders’ also 1n~tea55d, as the
‘table shous. . o

'FY 1976 FY 1977 -
(15.mo.) (expected) L
(4 ' ’ * *
\ . wp==—te--(milliong)-~v=c===-w- .o :
. . \ ' ‘ : . “
Mpney paid . - . e -
to lenders $71.7 *.§$105.5 $148.8 .
Most o£ the leans tequir1ﬂg fu;thet collec-
tion have been kept in regional officgs. TRe-
gional col}ectors have tco many casgs and
. larger backlogs, than-they ‘can ta;e care .of,
so many loans receive little or no attent1on.
‘ . .
The problem is serious. Many defaulned .loans '
' T are so old, theygwill soon be barred ftom en-
' forced collectlon thtough the courts.” Losses
could be high g since amourits paid to lenders
a.ready exceefamounts collected on defaulted
icans by abouut $400 million, and the trend is - .

toward €ven -atg*: inVﬁntc..e, of dcfaulted
loans. . . - .

-

o

" PY 1975

WHAT TO DO - , ' A
—_— .. ‘e
Rathet than allow def!ultnd loans on which
collecticn efforts have not been succéssful ..
to accumulate ia r3gional offices, the Office .
of Education should follow systematlc proces -

, dures that will 1ead to theit disposition.

Rela;xvely firm cr1tet1a and .standards exlst
to help determine when legal action or tetmi- . s
nation of ccllection is apptoptlate. but man- _ . e
agemehc needs to make sure that defaulted > o
lcams are processed systematzcally 89 sucn . "
detetm1nat10n can be madp . v -

N N . TN

IMPROVEKENT" BEING MADE
‘GE_STfﬂﬁ_N°EDED : ' '

. .

The Offjce of Educatlon ;s ttyiqg to improve
its collechion program.’ It plan$ to contract
£or collection a ftance, which woild in- ) .
crease tota 'collectOts., But, (ontracting
will place an additional burden‘on the collec- p
tion staff because of the-heed to ;

i1

._,A._.-....
.
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ceeseteproeers e ee et eensnn-n.

--resolve lssues raised by debtors who dlspute
‘their debts or‘offér to settle for less than

the amount owed. Rl R .

-

--pn sute tb2 contractor is neither overzealous

nor derelict in collection and documentation
of lozas, and ) . t»

. } ' ]
—-zollow up and complete the processing of’ )
-1dans that the contractor fails to collect.

Y .
The Uffice aof Education has been working with
GAO and tha Department of Justice co refer de-
faulted loans neediry 1>ga1*act10n from the
regional nffices dlrectly to U.S. attorncys.
'S~me regions now use thece simplified referral
procedures, but othars havé not yet developed
tiie capability to do this. More people in
default wiilbe prompted to repay voluntarily-
when they know the Governunent is enforcxng .
colleccion. ‘ .

L §
The Office of Education has been develoring a
new.compypterized inf tgrmatiorn system, seeking
authority f:3 more collection personnel, and
devoloping be ter auideljnes for its collecb
tion perschnel. [

v .
These guidelxues should be further sctrength-
ened. Colioctors should be required to so-
licit financial statemeats from debtors who,
refusc .o pay or say .they cannat pay. (In-"

_formatigm on adility to pay can he usefdl in

evdluating collection alternatives.) "By re~

"quxrlng that offers to ~ompromife must be

initiated by the.debtox, the guldelines re-
strict.the occasions when cempromisa ¢an be
cons‘dered. Also, col =ction parsonnel were
unawace,of procedureés that should be fol:owed
to arrange collection throyjh payroll -deduc
tions or offset when c-=htors are identified .

_as curreﬂt or former Fede:al employees.

REGC OMHEHDAAIONS N :

}

A

The, Secretary of Heal.n, Bducdtion, and Wel-.
fare should direct the Commissionexr of Edu-
cation to effectively process defaulted stu-
dent loans to the point of colleciion, re-
ferral for »egal action, or termination.

This should include )

———t
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- «=-requiring tne contractor to docdﬁent ! :

. unsuccessful zollection efforts, . oo ‘

) --instructing collectars to request debtor-

- . -ngparg§ financial statements,. . .t

S e . . . « .= . L 3 ;

4 --revising guidelines on compromige, * . - e

- ‘ - ¢ ¢ . . - ' .

~-=developing guidelines on collecting-from . i

current or former Federal employees,
. - 7 - 2 .k

. . --teéuittng every regianal. collectiom staff o -~

r ' 'to develop the dapability for referring de-
’ . favlted foans ditectl¥ to U.S. gttorneys,
and , » = N -

[y ’ 4,
¢ : '

. '
v . 4y

. ‘ AGENCY COMMENTS , - - ' L

a i . The Dep&tment ¢f Health, Edutation, and Wel-
s - *fare generally 4dgreed with GAQ's, recommenda- -
tigns. It did not .agree®that the guidelines . e
.o . on compromise sgttleaments'need rewision. The S
' Department is concérned that urskilled- collec- - .
tors might make indiscriminate compromise set- .
tlements. °‘GAO pointed out, however, that in- :° .
N : viting debtors to’bubnit compromise offers D
need not result in imdiscriminate acceptance «
of the offers. [See p. 23.) .
The Department stated that since the beginning .
. of the guaranteed sttident loan collection pgro-
' gram, resourceg have been, woefully inadequae.
Almosi: 300,000 defaulted lQans are being serv-
o iced by 155 full-time and some temporary per~
“ : sonnel. The Department said, however, that a
. workable computexized ¢ollection system and a : ‘
. ptamned contract with a private business for “« ‘
] collection.ass}stance will gradually eliminate ‘
- : - " the backlog of uncdllected defaults: e

1 ,
-‘.-.1.... ] \ . “ ., P \ T Tam

’

’--establishing a system'for‘mbnitoriné re- I 2 . ff
ﬁ gional office.collection activity. = | 1

T
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" 'year 1978.

‘Bigher Education Act of 1965 requic

have be9n followaig Lendet: mav-al

The’ guaranteed ‘student’ }oan ptogra1 was estduiivbed o
undep title IV) part B of the Hijher ‘Education Act of 1965 SN
tof provide for long-tern insured loans.for students in in-+~ . pS R
stitutions of highet education.and vocat}pnal schools. The
loan program is adninxstereé by the. D :%ce of Bducation (OE),
Departmeht of Pealth, Edncation. arrd Welfare (HEW), and loans .
are insured by eithet a State or pr;wate nonprofityagency or, “ .
the Federal Government (for students 6: lenders who do not .- - S
bave reasonable accéess-to a‘'State or private nonprofit. pro- ) )
gram). Our review concerned O£'s proéedures and operations '’ L e
under the Pederal conpoaent for the collecéion of defﬁulted <, 2w
loans. é ) K

'Y . - o

borrdbw morey direatly from a avings apd loan assogi- ‘. .

ation, credit uuion, or other ‘icipating lender. The- y
19%¢ amendments to the ‘Higher Edutation &t limit the aggre- O
gate unpald prin al amount,iassurable ta $7,500 for an™® ’
undezgzaéuate stw ent ‘ard $Ig 000 for a graduafe studenb~

Under the’ gua:antend stuﬂe:t oan D'og'am, students

Depend!ng .on a student's faniledLEome, the Fedéral @
Government or the student pays the ifiterest to lenders om . C e
insured Student’ loans whiie.-the student is in school. ducind’ 2 ~
a 9-;6 12-month grace perivd (a period after the student R R

ceases to be enrolleGd on at 1leasf a half-time basis), or

during other authorized defermenta for military service, S oo
the -Peace Corps, or VISTA. .Wnen the repayment period ‘ T
starts, ‘all st ts, are responsjible for ,paying interest . = - . ‘
on their loans. The current interest rate on .insured loans ' :

is 7 percent. - To ptovxde an egu{ le yield to the lender, %

"a special quarterljlallowance. nod to exceed 3 percemt per - 7 ' .-
. anrum, has been provided to jenderls for all loans made gince - : ’

August 1969,. The Edvcation Amencments of 1976-increased the .
mzximum special allovance'&o 5 percent bagirning in fiscal e .

< B . ‘ . ‘ P . . .
A boriower 1s requifed tdrepay thé loan pluw tﬁtérest ) v

,obe: ‘a maximum period of-10 years--e- ﬁludxng any pe"ods of ' - ‘:

e grace period. The .. ... ¢
that lenddrs exercise - Cre

eferment--generally starting af:erf;
ectipg student loans, - -~ & "

reasonblé chre and diligence in col
and OE's manual for lenders provides th#R they shéuld, use’ ,‘ . -
colleciion practices, short qf legal acton,.that areRtimely R A

and forceful, incipding demend letters, telephone cells, "
and personal contacts.. Lenders‘have the.right to seek re-

8

éovery from OE on defaulted loans, vhen.auch procedures . ' - . . =

Y -

eek rccovc:y from

-, - >
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« ' v . 3 . . N
‘O2 when there.is evidence that a student is decea
and permanently disabled, or bankrupt, After a lender's .
" ¢laim on a defaulted loan is paid and the borrower's prom-
idgsory note is assigned to OE by .the lender, OB'8"gegional
ccllectors then become responsible for seeking repayment
from the borrower. .. ' ’ o e

. PEDERAL CLAIMS COLLECTION ACT OF 1966/

The Pederal Claims’ Collection ACt of .S.C.
951) -gave’ executive departments and/age horiby?”
- on debts under $20,Q00 to: , i ’ "

L ‘.

:' , =-Compromise debts, which previoualy only'the ﬁepart-
- ‘ment of Justice dnd a few agencies could do. :
. i

. ——Terminate debt collection action when recovery is.
‘imprcoable,. which previously oniy GAO and the Departs
ment of-Justice could do. . o6 R

The Pederal Claims Colleét?bn Act required the Comptrol-

‘ler Genleral and the -Attorney General of the Unjted States to
issue joint regulations.. These regulations (4 CFR '101-105),
referred to as the Joint Standaids, require agencies to (1)
issue appropridte intergal teg%%htiéns, (2) take aggressive

collection action, (3) attempt )to’ compromise claims, when

approprhate, (4) suspend oryt¥rminate collectibn agtion when .

conditions warrant, and .(5) refer -for consideration of liti-
.gation those claims which ‘sannot be compromised or on which
¢ collection action cannot be %uspendsﬂbbr terminated. .
»|. . . R . : ) .- A h . )“
.. :’Thevact was-intendéd for the widést‘possible applica-
* tion to reduce-the amournt of litigatiaffpreviously required
to collect claims and to vedue® the volgme of private relief
legislation in-the Congress. - Claimd inVolving fraud, mis-

zepresentation, or conduct in.violation of antitrust laws
* were exeppted from the act.. . - .~ . -

- <
)

PROGRAM. FUNDING ‘AND COLLECTION STAPFING = _

' . The Pederal component of the éuananteed‘q;udeht'ipann >
.. program is funded from three appropriations. ‘Bxpent for
interest subsidies, special allowances, and death apd.dis-
ability claims are paid from higher education appropriations.
Staffing and computer services expenses are included in OE’s.

;' -3 galaries and expenses appropriation, and an .appgopriatio -

- fof the -Student’Loan Insurance Pund is used to pay.c}; s
om,all defaulted loans.. Biscal year 1976 appropriations

. (through Septemter 30, 1976) totaled $201.8 million for de-
. faults and $807.8 million for program activities. - \

hd .
. . v é
.
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}' ! As of aeptember 30, 1976, 106 coiiector positions were,
B ' authorized. (Only five vacancies exjisted.;  All of these.
. K positions were‘'in the regional offices. An additional 94
+ ,". *  temporary collector positions were authorized for fiscal -
y _year 1977. / : .
[} . .
, . IsOAN ACTIVITY . L o -
.. . From 1968 through September 20, 1976, students ob- - )
’ tained about 4 million loans valued at ubout %4.5 billion -
| b under, the Federa! componeat’ of the guatanteed gtudent loan
progtau.. as follows. .
' _ : : ’ R Amopunt of leans N
’ Fiscal " Nurber T Total Avcrage .
, . Yeatr ‘of loans (000) | ' l2an
‘ 1968-69 T ,331.L40 . §- 284,162 ° § 858 -
v | 1970 . 365,387 353,788 ‘ 968 : .
§ 1971 ' 481,691 + 484,015 1,005 .
A 1972 L 691,874 708,164 1,024. .
. : 1973 - '599 435 ‘654,616 1,093
' 1974 - _/ 506,354 611,657 1,207 ¢
. ’ 1975 504,726 651,292 1,310 ‘o
~ 1976 (15 mos.) e
A . (npote a). : 522,153 739,884 1,417 .

4,002,810  $4,497,578
E - -1 3 - - - - - ¢4

< TN & .- \ .
¢ "a/Figurés include the 3-month transitional quarter (July
throligh September 1976;.

A ]

e the number of loans annually has décreased since
. the average amount of eaeh loan has increased about 38
tcent during the same period. : ~

< 1 4
. The :ate of default in thk program, according to the
, fiscal year 1977 Pederal Budget, was projected to rise from
D '16.5 percent in 1975 to:17 percent in 1977. From inceptioen
the -loan progrgm through September 30, 1976, the Pederal : A
‘. ernment has paid lenders about $287.7 million approagi-

mately 282,000 ,defaulted loans. During this period, OE col-
lections (mostly by monthly payments) were .about $25.1 mil~ .
lion. OE estimates it will pay about $149 million on
T -approximately 147,000 defaulted loan claims in- fiscal year

¢ 1977, Thu:, by the end of fisczal year 1977, the total claims
. ' paid will be about $436 million, and collections will tqtal
v only about $33.8 million, "(See graph on p. 7. )

*
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. CHAPTER 2 -

. \ ' .
. y , OE'S COLLECTION EFFORTS HAVE NOT KEPT PACE

- . WITH THE GROWING INVENTORIES OF DEPAULTED LOANS.

' OE's collection program has not kept pace with the
. growing inventories of defaulted loans. ‘There are a number
- - of factors that contribute to this problem; I{cr example,
. - the loans are ’n default when acquired and are difficult to
collect, workload has increased rapidiy, and adeqguate gpid-
ance and monitoring have not been provided to colrlection - - . .
personnel. Consequently, cQllection‘persornnel are faced -
with huge and growing inventories of defaulted loans, a -
great mary of which are receiving little or no zollection
s« action. -

- Rather than allowing such invento¥ies to continue to
‘ -accumulat§ and further disperse OE's cgllection-effOtts, OE o
needs to €stablish a claims-proces§ing sysiem and procedures’
.thatewill insure that timely and appropriate action is taken ,
g to collect loans-that can be collected with reasonable effort .
and that the remainder are disposed of either through refer- , .
. ral to the Department of Justice_far suit or termination of ¢
collection efforts. * . . '

‘ B .

Prompt actions are especially important *gt older cases,

son which collection through suit may soojy be i practical-be-

. cause of th? 6-year statute of limitatidps. To help stream- 4

- line the collection process. a, program has been established
. for referring cases at .the regional lev2l to-the local U.S.

attorneys, The program has improved both enforcéd collec-

tions and voluntary payments, but some collection staffs .

have not giyen the program the support necessary for it to ‘

- be an effective method of collection in their region.’

~ . , ‘., - 4
i OE is aware that it has ‘problems and is making efforts
' to improve its collection system. However, OE still needs -
& to recoghize that additional effective approaches t its . .

problems mast be found and that timely, positive action
must be taken to gain control of present and articipated

' : “inventories to effectively manage the collection process. //}/
! ELEMENTS OF AN EFPPECTIVE CgikECTION SYSTEM . . N
e M effective ‘and effici®ent cdllectionrsystem can be ’

*+_ viewed as a pipeline through which each#tlaim is method- -~ ‘
//,/ . ically and rapidly processed to its disposition. Good
3 g agency procedures.not only lead to collections, but also

provide information needed to dispose of ‘cases that cannot .

be collected. . - Y ’
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to collectxon, tefﬁgva

depending on debt si
Oréinarily;however,"
provide tire, following

The: Joint Standatds r u're that collection effcdyts be
aggf@asive and coﬁpréﬁ%n ivYe and lead to’ the earliest/prac- ’
ticable conclusion of a {strative efforts to collect from
the debtor. Agencies-sheuld.parsue cost-effective collection
"procedures, consistent th good business practice, leading

/fogelegal action, or term;natlon.

ppproptxate colle tiog steps and ptocedures can vary

1.

-

2.

o

dnd- type and other circumstances.
An agency s collection program should

A e
- . kY
‘g

Haintaxnxng,ybysxcal and accouneﬁpg control of
clayms and %Euaentlng collectxon actxons.

Screening /and catedorizing claims te insure that
the colleftion efforts undertaken are approprxate

¢

" for each aSe.> ' .
v<

~Takmg‘

\A .

propt*ate action to locate m1551ng debtors.

Hhkxng égg;e‘sxve collectjon action against all

liable patt1es, including written demands fof pay-

ment, with™ ap?:opzzatn consideration be‘n~ g*veﬁ to
¢

a;\infe:vxeus vxth debtors; o ‘ .

b. czntactg vith employer if debtor is: fedetal’y .

epployed; ,

- .

éoﬁlecﬁxon by offset, where feasxblew and .

d. l/tempora.tye suspension of collection action, where
debtor cannot be,K Iocated or the prospects of col-
lection ‘are l;kely'to fnptove in the foteseeable
futute.

.

tempting, at the earliest opportunxty, to determine

A t e debtor's ability to pay to agsist in. evaluatxng

- Referring the claim to’tne Department of Justxce “N“

-

t e practxcal;ty of available collection altetp&txvesu
- ~

Bf‘Iotxng comptonises as a meahg of settllng the

debt. , o -

., *
+

for enforced collection. ) . , -
Terginating collectxon action-when it becomeb cl

. that the Government cannot  collect or enforce col-
lection of dhy substantial amount or that the cost

of. further collection action is likely to exceed.. ¢

. the amount tecoverable thereby. . N '
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Decisions to ‘terminate collection action or to refer |
cases for enforced collection must be based-on informaticn
bepring on the collectibility of the debt. %@ ohtain such

- information, appropriate collection procedures must be fol-
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lowed in a timely and systematic manner.
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. OE'S COLLECTIONNSYSTLM ‘ , S
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: ~ OBE's collection system has not func:ioned ég a pipeline,

with cases entering the system being processed systematically -
to the point of collection.or disposition. For the most part,

_ cases on which collection efforts have not been fruitful have
been retained in the inventorige rather than being referred

for legal action or terminated. A8 the inventories have grown

over the past_few years, it has becomerincreasingly imfracti-
¢al for cqllectors'to p'rsue collection actinn on all, their
'cases. This @dverse trend is contig:;ng despite recent Cen-
tral Offic@®guidance urging that ca be £fully processed °
rather thad-being returned to the collector's inventory.

-
-

Inventory size and qrowth

Pérhaps the most convincing evidence that OE has a .
serious and growing problem with its collection program is .
/ the overall statistics showing inventory siZze and growth. -
The following graph shows defaulted loans acquired and col-

lections from inception of the program. The graph shows that

on an annual basis OB is falling hopelessly behind and that *°
only part of the total iaventory is being collected.

- . ) "
While sttengthening tha collection system should lead
to increased collections, it should be fecognized that many

of these loans cah never.be collected. Typically, there is "

no cosigner or other liable p:ﬁt fron whom repayment can '

be sought; the loans aré not. ed by collateral; aad the’
-debtor's personal financial.sit on'often is such that the
potentidl for ccllection is not gdod, whether through volun—
tary repayment or legal action. If lenders have properly-
carried out their responsibility, efforts te collect these
.loans have algg'iy’been made before OE pays the claim. 1/

» - . ,

ra

1/Although not giscussed in th}h ceports the need for more
aggressive collection efforts by lenders was pointed out
in our November I4, 1975, testimony before the Senate Com-
. mitted on Ggvernment Operations, Subcormittee on Investiga-
tione.\ This was an area of concern that the Congress
sought enedy when subsequently it ‘enacted the Educa-

tion Amendments of 1976. Title I, part D, section 127, for -

exangple, provides that if the holder of a promissory note
. "fails to exercise reasonable-care and diligence in collect-
- ing loans, that holder will bé disqualified from further
Pederal insurance in the guarantegd student loan program.
. ] - e . » -
: 6
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: CLAIMSPAID  ($436.5 milion) )

L7273 AMOUNTS COLLECTED - (333.8 milliva)

"LRIC

1977 (@timatd)

DEFAULTED LOAN CLAIMS PAID AND COLLECTED BY OE. -
SR FROM INCEPTION OF THE
| GUARANTEED STUDENT LOAN PROGRAM
THROUGH FISCAL YEAH 1877 _ si43
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. =% tracing écttv'i'tywshoqld be maintained contin-*

cases previousiy converted to pdyment’' status be-
!, ctuse scheduled payments’acé not m d;, For \example, OE re~
f ports for ‘the year ended June 30, 1976, eMow that although .
! 76,456 .new defaulted lQans were.acquired, only 247288 ac-.

" ¢ounts were converted to payment status duri‘ng the*year;’

of the '24,283, anly .13,525 were new agcounts rather tham -
accounts$ ‘forwhich payment -stdtus’was being reestatlished. .
_OE'estimated that, as of “September. 30,. 1976, there were
about 65,500 accounts uader’ cqllectidn--leaving more taan .
200,000 defaulted loang thakt were not' in pPayment status. An

~Quired in fiscal yeat _197‘1-.. :

.additional 847,000 defaulted loans’ Were. e_x-pect'ga\‘.t!o be-ac-, ,

LY
. . » - Y
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T . A ‘ "\l $ - . . - . '
Dispecsion of collection efforss '~ . U VP

" .OE maqigenent‘,t;as _-te&c’zgni‘{ed’ that upcollecn*ases
. ‘heed to be disposed gf, rather thdn retained inde tely.
However, with:limite® staffing apd competing priorities, ¢
lit¥le progress is.being'made. = T . . N ‘
B . . - : . ® - Y

, Ney guidelines issued in Wiy 1976 stateds™ "/

?JJ

20

' ‘sWe consgidecr it very ;i.npqrtar‘t,g;to, écj'aim;eixpi;a‘sz'ze

, ‘\,'-'? '~ ' the necessity of proper handling and managing of .

* " the collections portfglio. . Bach £dll time‘'cbllec-,

_ «tot should be gblé to mamage 'a minimup ofS600, a¢~ . -
tive accounts,“ith more expefiended*collectors’

.., able to handle”larger mumbers. ‘'Skimming'‘or - -

‘Creaming’ of acpognié' is, unacteptable, since .it’

leads to a deteriorafion in’'collettibility when

fo)low-up.action ig ndét maintained.’ _Understand- -

ably, this_will.result in backlogs, since the -

,'J\eA - number of. full time cqllectdrs i's inadequaté to-
/> .\, n%ndle all accounts held ip.the cegion. . A Back-
e ‘10§, however, is to be .choseér over ‘poorly: managed -
3’ wa.ccomt.s.: N e ' « . -, - . .“ . .
» . ',‘ ,'-;"l.‘ v, ;./ . ‘\~
PR *Bach lIoan account assigned to 2a ‘col],ector must,

receive 'full treatment,' If the collector learns

* | that the debtor is a skip, tracing Wmust begin ’

- . promptly. . It is not acceptable to set the £i1¢
aside ‘and go_on to another loan file. Such o

A

uously.®” * , . .

v . S,
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i The flumber of defaulteddoans in OE's fnventories has
'.been: increasing steadily. * a relatively small nuhber
. Has.beenyeferred for enforc@f colledtion or has been ter-
i nindeed and new defaulted loans are constaptly baing agguired
+ fros ders. 1In addision, collecfion action often must be
!
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§ These guidelinga alao outlined the circumstances justifying
termination and suggesced simplified collection procedures
, for debtg.under $400. : , . Wt
. .. Y. R . . .' , .
Adherence to the policy Of giving caseg-the full treat-
ment and not laying cases aside when scme proplem is en- -
countered should lead to disposition of the cabes, regard-
less of whether they are collected. We cquld—not readily
determine whether this policy was.being followed, howeVer,
because as recently as ganuaxy 1976 OE only had approximate
)~ sta¥istics showing cldses terminated. ST e T

- Y .
e e o e i -
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o As shown in the following table;'wokkioags~§é of.Septém*
bed 30, 1976, averaged far more thdn the 600 cases per col--

lectoX referred to, in-the. May 1976 guidelines. | .

. ) - Number of " Number of - Average wockload
" " ~=Region ¢ unpaid defaults .collectors per collector : *
. - ! ’ « . o f “ ) '
! Boston - . 3,355 ~, - . 3 1,118
T New York . 15,619 6 2,603
b Philadelphia ' 11,870 . 2 57935
: Atlanta 33,344 ' 10 ' 3,334
.~ Chicago . 36,102 © 12 . . +3,008 . . .
: Dallas « 56,133 . . 23, . 2,180 P
§ Kansas City 11,345 , ~ & 3 \ 3,782
. Denver J 12,653 9 o 1,406 -
' -+ gan Prancisco + ‘' 79;505 28 . © 2,839
-  Seattle ¥ 9,754 .8 7 TTI1.951
- * — . R ) ’ \ '
© .,  Total 263,680 a/ 101 T 2,611
- - SEenemessmecsd . -~ e . ‘e

|

| b .

: a/Piye additional collectars

. *vacancies for Atlanta and
‘ Dallas, and Kansas City. ,

were authorjzed-=there were two

: . P

-~ As a practical mat f, this. workload makeg-it difficult
to require collection personnel to fulfill the' assigned re-
sponsibilityef cbnpléting the protessing of cases. v The col-
lector is routin:%y' onfronted with chcosing £rom among sey-
[ _ eral”collection #dsks requiring his attentio Competing

. demands on collectors® time by other activities are.aliso a

' préblem. Tor exapple, considerable effort has been devoted °

i to the input and verification of data for the new automated

oo system which, although.-only partially operable at the com- ' .
pletion of our review, -is expected to'produce needed manaje-

—ment information and otherwise assist in the collection
program. - . . ' ‘ —

ne each for Philadelphia, \




5 \_"; "The following analyaxs of a randﬁmly sedected sample
. 100 cases in one region indicates thataprompt collection

. action had not begsn taken. v i

N First demand letter sent in

i )

Number of cases
¢ 4

: '\ (days)

}, l to 60 o s .17

\ ‘ 61 to 120 - ' . . 19-
121 to 18¢ .- Lo 13 .,
' ' 181 to 360 \ ‘. 23 .
/ , o Gver 36C . . 28
Cy a0 £ - L ,
- Total 100' Phd

81xty-three of these 100 cases 1nvolved debts of $§1,000 9:
. more. At the time of our review, (QE apparently had taken no
cdllection actidn on one of these defaulted loans in the
* amount of $2,000 plus inteteat, that had been in QE's pos~
- -sesszon -for about-.11 ‘months. W®e also not®l a case (not in-
‘ cluded in ‘the above sdmple) in which a claim valued at $5,400
had been ip OE's poesqssxon for 15 months without collectxon

(.

- action.

‘ Central 0 fice monitor

v
*
L]

1ng of the tegional collection

A b .
IR F~\g£§ratxon hss deen primarily by means of monthly réports
. wing contacts made by ea

verted to payment status.
. * how well collectors are man
there needs to be a proper

ch c¢dllector and accouhits con--

These factors alone do not.réflect'.

ggxng their portfolios because
alance of efforts toward collec-'

.tion, development 'and referral for' legal action, and termina-
. “tion. Reports.oriented to collection, rather than’ to over-
oL a11 management of the portfolio, may encoiirage continuation
he samé practices and imbalances of effort that have
led to the present situation in which the majority of the
N cases are not. ptocessed to the point ‘of dispositidn. -

PROPOSED CONTRACT FOR COLLZCTION SERVICE , -& .

N * OE is plannifng to’contract for collection assistance .
?. with a well-qualified nationwide collection agency, as au-

' . thorized by the Educzation Ameﬂl.ents of. 1976. The.ohjective
is to cope with the current and' anticipated c:llection work-
. load through the cogbined resources.of the contractor. ahd OB
.. ' collection personfiel, with first priority being given to

the older cases. OFf contemplates that the contractor will
pursue and document gcllection action. Whem complex ques-
‘tions arise or the contractor's collection =fforts are not
successfyl, however, the case will.be returned to'OE for
any neccegssary followup action and final dispesition.- .

v *

. ‘
)
- . AN ’
'

10 ‘

.
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- -wuncollected cases.

" to be applied to the collection effort.

s ¢ . [ -
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’ The proposed contract will enable increased resources

{ Providing the nec-
essary support to the contractor, i.e., selecting the cases,._

* providing access to needed.informatfon, monitoring cantrac-

-~ tor performance to make sure that it is neither overzealous
nor. derelict in it's collection and documentation efforts,
evaluating and responding to issues raised by debtors .who
dispute théir debt or offer to settle for less than the. r

. apount owed, etc., will place an additional burden on OE '

. collect.on personnel.

[ 4
3

A Centrzl Qffide official told us that the contractor
wildl be required to document unsuccessful collection efforts
in a manner that will facilitate furtler OE processing of
This furtherpprocessing by OE, whether
-a case-is to be terminated or-reférred for legal action, is

i~ also likely to amount to'substantial add}tional wg:f%oad for

) the collection-personnel because either action requites an -

' . assessment of pollgctioq efforts and the debtor's ability to .
* pay. If such cases are nof adequately documented and pursued

"y ,to-their disposition, much of the potential benéfit from

ﬁ . ?hsin% contractor assistance wil} not be achieved because t
1

unco

ected cases will be retained irt the inventories,

hb‘

4

|

NEEDED POLICY REVISIONS

OE's collection personnel should be directed to-request
debtors to submit financial statements, and better guidance © _
should be provided on bomp:oqise of debts and ofi procedures’
to follow whed) the debtor is a current or former .Federal em-
ployee. 1In additiof., the OE Central Office needs to make

---gure that regional collection personnel make appropriate use

4

3

' of the opportunity to refer cases to local U.S. attorneys for
legal action. Improvements in these four areas should mate-
rially increase the efficiency and.effectiveness of OE'S col-
lection effortse

\ ?
Need for obtaininc debtor-prepared f£inancial
statenents to evaluate ability to pay

.

3

- Information on the d:btor's ability to pay was lacking

%or about '80 percent of the cases in our sample from OE's

. inventories. The lack of this information ributes need-
lessly to continuing fruitlesz.efforts ta c:*t, missing -t
opportunities to collect throughk legal actior®and failing
to remove cases from the active inventories. .

The Joint Standards require that cases referred for
legal action include evidence that the debtcr has ability
to pay.. The purpose of this requirement 'is to relieve the

judicial system of the workload and cost'of fruitless legal

R ¥ ' .

SO . [
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actions. The Joint Standards also provide that the debtor's
financial situation may justify suspansion or terminatioh of
.. collection action and that ability to pay'should be gonsid-
’ ered in evaluating offers to repay through 1nsta11meﬁts or
to comptomise a debt. .
!’ " HEW's claims collectxon procedutes requjre tth claxms
sent t0 us must comrrtain reasonably up-to-date credit infor-
mati%n. such as.a commercial credit report or the debtdr's
owr ¥inancial statement (use of Department of Justice form
, DJ=35 is suggested in the Joint Standards), executed under
> wpenalty of perjury, reflecting assets, 11ab111t1es, income,
and expenses. . ) . .. S
C abet’ '
. ‘There are a number of prxvate tompanies that £furnish
N - credit or znvestxgatxve reports for.a fee. The cost of this
service ranges from about $3 to as much as $40 or.more per-
report, depending on the. type of report a and avaiéaixlxty of
the information; howevet, the information furnis often is
not adequate to determine ab111ty to pay. For example,
thege repo:ts often fail to provide employment or income in-
formatxon. 4

% An effective altetratxve to, relying solely on such . )
. reports is to reguest; deptors to complete a financial state-

« ment form, furnished byﬁg. if they have not alreadyrdons .

go, when they' are conta d during the collgptIOn process. ™
- ‘These statements are far less costly to obtdin than commercial
‘ credit or investxgatlve reports and are more accurate, com-
. plete, and timely. They may enable an early determination on
* the dispésition of a case. , .

* 7 At the time of our review, OE generally was not attempt-
ing to get debtors to complete such forms. In a randdmily
selected sample of 618 -cases in varibus stages of process-
ing, 509 cases (about 82 percent) did not contain financial
information. Where financial information had beeg obtained,
it was nearly alwa¥s in the form of a commerc¢ial“‘credit re-

port.

'

" During our review some OE tegiOnal collectors began //

4 tequest1ng financial stateéments from debtors. The San Fran-

’ cisco Regional Officé mailed out about 10,000 requests. OE
ofgécxa;s in the regional office told us that they had found
this method of obtaining financial information very useful

becaust such forms were more comprehensive than. information
on commercial credit teports and readily available for eval-
uating the collectibility of claims. Although sqme collec-
t eemed to be having more success than othets, the re-
gio dfficials estimat that the response rate was run-
* .: ping as high as 50 pdrcent for some collectors.
. . R - ‘
./ 12
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- warfs the debtor that witlful ‘falsification would be subject

- the litigative risks or- the costs of litigation dictate such’

A Centtal Offfce‘ offxc’ial told us that one reason OE .did
not toutxnely use this technique -was, that it was time con-
suming to verify the information teﬁafted by the debtor. HWe
have- found, however,"that verificatipn is not uSually needed -
except for purposes of updating. The forxn typically used

to the fine and 1mptxsonmen~ penalties provided by 18 U.S.C. R
1001. . , )

Because recent financial information is. important in
detetmxnxng the d1§§g§1txon of claims, OE should .insure that .
" @ach regional offic ollows the practice of obtaining and
usinig debtor-ptepared financxal statgments. ’ , .

- - . .

Need for increased empha51s 8

et N .

on compromise of‘debts . . .. .

o~
’

The Joint Standards ptovxde that agené?es’wxll attempt . »
" to effect compromise settlements in cases in which the debt-" 7
or's financial ability will not permit payment in full, or ‘

action. . A comptomxse settlement usually involves a nego- .
tiated agreement’.to agcept a lump sum ‘payment of a substan-

- tial porticn of the debt as full liguidation of the indebt- -

edness. OE has made little use of this collection procedure, )
'and. its present guidelines discourage -collecticn petSOnnel - -
from 1nit1at1ng such settlements. . ,

€ ¢ . M -

A peimiry purpose of the Fedetal Claims Coltection Act -
was to avoid unnecéssary litigation. The ‘act's legislative '<(
- histosy shows that agenties were expectéed to usesthe authot-
ity given by the act to accept lesser amounts in full settle-
ment when such settlements would be in the ®overnment's in-

‘ terests and justxfxed by normal business practice, in’ light \

of the -debtor's ability to pay and the risks.and costs in-
herent in litigation.

HEW regulatiops provide that collectxon officials should
take the initiative to invite compromise offers before ter-
minating collection efforts on claims and require a determi~
nation that there is no basis *for compromise before a case is
referred for legal action. However, OE had no formal in-
structions governing compromise until March 1976. . Prom ‘in-
ception of the guatanteed student loan prdgtam until that - .
time,-OE had apparently compromised very few claims. OE's
Central Office informed us in April 1976 thgéezt was aware .
Ot only eight compromise settlements by the tral Office \.

_and was aware of only one regional office that had made com-

promise settlements. As of March 1976, this tegional office . -
reportedly had comproamised 107 claxms.
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¢ - . OE guidelihes dated March 4, 1976, indicate that’ [regions
~™t._ .have authority to compromise debts up to $10,000, bu: ‘in our . 5
i opiniOn the guidelines discoutage regional collectxon per< P '
: \usonnel from initiating compromise negotxatxons. The ‘quide~ : ‘
K . 'wlinee state:. ‘ S . . = i o

P4
"The offer, to compromise for less than the full |
amount of ptxnc&pal and interest owed_ should in
thtually every cdase originate_with the borrower.

. The Office of Guaranteed Student Loans should, : , &
' Rever offer to compromise w1thout substantial ~ . o "
4\' . justification. Any such offer must be approved by’ ® A
. the Regicnal Director prior to §uch offer being /
extended."” .
R n . : ' it o
Oftlcxals in one regional office interpret these guide- . .
li-bs to ptghxbxt them from even dxscussxng compronise ; . .
unless tne borrower inquires about this possibility., De- .

spite the constraints of these guxdelxnes, this regional =~ .,

., 7" office compromised about 30 cases in the period March ) : )
through October 1976. Such constraints should not be ncc-
esseary because acceptance of a compromise offer is based on

n evaluatxyn of tbeeptospects of, collecting the full amount
of the debt and a determination thatvthe compromise is in - ‘

M the best interests of the Government. .

k ‘Our Office and>other agehcies routinely advise debtors = , )
at an apptoprxate point in the collection process (usually ‘
in the final written: deémand fog payment) that consideratdon -

*,. . would be given to an offer to compromise, "acceptance of such C

offers being dependent on their reasonableness in relation ‘

to the debtor's ability to pay. Qur experience shows that

- this invitation [to make an offer may prompt a recalcitrant ’
debtor to respond to demands for paymert, which can lead to > -
further negotiations. It-also can lead to acquiring a useful
financial statement from the debtor, as this ‘would be a re- .

‘ quirement in order that a compromise offer can be evaluated. A

. N .
We. believe OE should revise its guldelxnes to encoutage ;k~
collection personnel to irvite compromise offers in cases 4!
.in which this manner-of settlement may be .in the ‘Government's .
. . _interest, especially in’view of the huge and ‘growirg back-
log of cases and, as discussed on-pages 16, and 17, the dan- .
. get of 'suit being barred by the statute of llmitations.
! D

. Need to offset debts against salagx or ‘
retirement benefits due Fedetal emgzgyees : L
'\ ‘e * ! .

"6 has not aggtessively pursued collectxon dgainst debt- ,
ors who are receiving pay or benefits from the Fedetal Gov~ !
ernmént, including HEW. In some caseg these debts’can be ’
collected without the debtor's permission through adminis-~

trative offset against amounts payable to the debtor; in ° ’ ’

14‘253
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other eases, although the debtor's petmxsaxon is 1!E;ur/ed,'
paytoll deducti>n authorizations or other :epavment arcange- -
’ ments often can be obtaxned. ~o y .

s .

-
-
)

. Lt

4
The Joint‘5.andards provxde that co lectian by offset
should.be undertaken in every rhstance in which it is admin-
1st5at1ve1y feacible, and ageng.gs are enjaxﬁed to cooperate
:1n this endeavor. It is Ggver nt poiicy that an employee

must meet all just finangial obligations t e imposed by
- law., HEW's standards [35 CFR 73.735- 701(4) or example,,
provide ‘ .

-

.
Y

. "{An employee) shall pay each just financial obli7 &
gation in a proper and timely manner. * * * The .
Department cannot .condone laxriess on the part of

an employee in dxschargxng his financial obliga--
tions, particularly those to Federal, State, or .
docal governments or to tax-supported ipsgitutions. - N
such as a c1ty or State * * * educatiocnal institu- - S
‘tion. * * * - If for somezreason an employee i%;i%? 4
unable to pay these ob%(sitxons promptly, he'ig "
‘expected to make satisfactory arrangements for pay-

ment and abide by these attanqements. L

. _‘h)"

. -

Thus, the fact that a debtor is a Federal emoloyee
opens certain addstional <ollection avenues. ‘The employing
agency can be tequeeted 'to counsel the tmplovee and to )
assist in arraaging repayment. _Debtors are often willing \

/,akto authq;ize repayment throtgh paytoll deduction if this .
opportunity is brought to their attention; similar pllot-
ments can be arranged from regular payments for tetinement or

other benefits. In addition, the Government can setoff,
«ithout a debtor's permission,” amounts due a debtor from his

final pay upon his termination of Government setvice, or . .
. when he applies for: moneys due him from his Civil Servic® ¢ .

Retirement and Disability Fund account. ' . ~N ’

OE has made some special
_collection from Federal employ but regional personnel
have not been provided needed p edural guidance. Por ex-
ample, on at least one occasjon 142 debtors were 1dentxﬂgei

¢. a8 HEW employees and were sent special demand letters s @ped
Sby,the Commissioher of Education and, for a time, Some spa~- .
.cidl followup and reporting .on these cases was required of - ;
tegxenalgcollect1on personnel. However, a more effective,
effort cbuld have been made. In the Atlanta region, we
initiated action by the appropriate personnel offices to
'counsel seven debtors who had been identified almost a year
i®y as HEW empioyees. This action resulted in repayment
attangements ‘being .agrezd t0“by all seven employees. With
our assistance, most of: these repayments were attanged to be. . .

v

ef:ott to 1dentify and ﬁatsuq

is 2‘6,
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made through payroll deductions; however, OE regional

personnel and HEW payroll personnel were not familiar with
- the forms-and procedures required to accomplish these payroll
deductions. “ ) , ‘

Durimg the review, our staff also initiated.agtion to

contact employees or employing agencies in a number of other
cases in which the .debtors were current or former Federal
employees. Thesé contacts, invqlving -employees of varjous °
agencies, led to disposjition ofythe.cases threugh repayment
arrangements., referral‘ov suit, or-the décision to collect
through setoff. .Again, however, OE personnel were,in need
of guidance on procedures tq.?e fullowed. o .
. The potential foradebt collection is relatively streng
when the debtor is a Federal émployee if timely, aggressive
action is taken and if apprqopriate procedures are known and’
followed. 1In addition, the fact that bdhqhoz's‘inventory of
defaulted ldans and HEW's payroll have been autbmated should
enable OE to periodically determine which debtors are HEW
employees. v ’ ' *
Need to refer uncollectible claims
to the Department,of Justice > )

7 )

. OE's effectiveness in carrying, out its collection re-

‘ 'sponsibilities is dependent, ‘in part, on timely referrals of
unccllectible claims that have a reasonable: prospegt of
being collected tc the Department of Justice for legal ac-,
tion... As of October 1976, .only about 1,150 orf more than
230,000, defaulted student loans agquired by OE had been re- |
f%gred‘to GAO or the Department of Justice for sideration
of possible legal action. Although legal acti ould not .
be warranted on a great many. of those that have nqt been
reterred, it is essential that the potential for legal ac-
tion on ‘these cases be considered before the Government's
right tQ take legal action is barred by the 6-year statute
of*limitations. ' L .

. I P .

L ’ The Joint* Standa:ds-providelthit debts that cannot .be

_collected or compromised znd that'de not meet the criteria -

" for termination of coldection action must be referred to
GAO 9§, if the agency 1} authorized, to the Depdrtment of
Justice for legal’actiony Th2 standards»provide that re-
ferrals should be made -aj early as possible, consistent'with
aggreggive collection" a ion, and well within the time linmit
for bringing suit againft a debtor. . In line with the Stand- -
ards,. the "GAO Manual fbr Guidance of Federal Agepcies” re- ‘

\guires\that -agencies' d§bt collectibn programs be designed

;}ead to the earliest practicable conclusion of adminis-

trative effort to effect co]\lection. R 2

. . "




Statute of limitations

Timely referrals are esseatial for protecting the
Government's interests becarse the statute of limitations,
28 UpS.C. 2415, sets 3 time lixit for bringing suit against
o . debtor3. Under the statute's prowvisions, legal action gen-

- erally must be taken within § year: after the right of action
accrues. GAO guidance to &bencies suggests that claims be
‘referred not later than 1 }eatobefOte expiration of the
period in whrcb a legal action can be filed.

Until recently. 013 waes not systematically identilving
cases that.required priority attention due to the statute
of limitations; howewer, OE has started using its automated
system, which is not yet fully operational’, to help identify
its older cases.
Thtough October 1976, only about 1,150 cases had been
forwarded to GAO or the Department of Justice for consider-
: - ation of legal action. (A large part of these referrcls were
i made during the period of our review.) The need for cc:.cern
¢ over the statute of limitations on cases remalning in Oi's
inventory is indicated by the fact that many vveré acquired
several years ago. The figures in the foliowing table show
; that many ‘clains may already have been, or :zhortly will be,
. v « ° barred by ghe b6-year statute o: 11m1tatxons.l .

Fiscal. ygax .

. -l

&gional level refe{ra{ to U.S. attorneys

- T . \ Explration ox . )
s ' ‘ statute of Claims .
-\ ~Acquirkd limitatioas acquired
“ 1968-1970 - 1974-1976 S . 1,408
1971 1977 , o 8,357
. 1972 1973 \4 17,411

In light of the necessity to expedite processing of
cases for 'legal action, GAO an® the Department of Justice
have cooperated with OE in developing the capability to re-
fer cases at the:regicnal level to local U.S. attorneys’ ’
offices. Regional level referral speeds legal action on
. » cases that otherwise would bée referred to U.S. attorneys
e ) only thtough OE's Central Office and our Claims Divizion. «
’ r role has been to assist the OE regional personnel--
primarily by reviewing the ddequacy of collection axtions

select and forward to U.S. attorneys only cases that are

adequately prepared for legal action. . * R

. [

already taKen #nd documentation included with cases--to \k‘
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"eph Pilot program involving two egions was initiated in

tober 1975. In the first month 9 defaulted loan claims
valued at $241,000 were referred—co U.S. attorneys in San
Francisco and Los Angeles, fornia; and Chieago, Illinois.
By September 1976 rephyments had begun on about half of these
cases and default judgments had been obtained on a-number of
others, which should enable eventusl collection. Some of
these claims had remained uncollected for several Years.

The following examples illustrete the effectiveness of
the referral program. .

Example 1. One region received a defaulted claim. for
35.3;0 in June 1974 In September 1976 Of contacted
the debtor and ascertained tnat he was employad by a
local district attorney and earned more than $12,000 a
year and was about to sell his house & a profit. The-
debtor offered to compromise whe debt for $3,000. CE
promptly referred the tlaim pPlus interest of about $850
to a U.S. attorney, who filed a lien on the debtor's
escrow account for the sale OX the house. Within

2 weeks, the U.$S. attorney collected the entige amount
due the Government 4about $6,200, including interest).

Example 2. A debtor had outstanding loans, which with
interest totaled over $8,700. OB attempted collection
over a 17-month period without success. Ir Septemher
1976 OE ascertained the debtor was a psychiatrist earn-
ing about $31,500 a year and, having established the
debtor's ability to pay the defaulted loan, the claim
+was referred to the U.S. attorney for legal action.
Actions taken by the U.S.-attorney are resulting in
_*,.collection of the dept. Payments were scheduled at
100 a month- prior to-August 1977 and $150 a month,
thereafter. . . o
. ¢
Exampie 3. In this case the borrower had reduced the ~ °
principal of % $1,300 defaultr? loan by only &60 over a
2-vear period. OE estaplis* za that the debtor had been
employsd as a school teacher for the pagt 5 years, was
earning about $12,000 annually, and owned a home with.
an dssessed value of $23,20U. The claim was then re-
ferted to a U.S. atiorney for enforced collection. Ac-
tions tdker-by the U.S. attorney are expected to result
in collection of the debt, either through setoff against
\\the proceeds of -sale ¢f the debtor's real property or
levy of salary and wages. ) . >

Example 4. In anothet casé loans totaling $3,500, plus
Interest, were defaulted as of June 30, 1973. OE was
unable to collect but deter.ained that the debtor was a“’

v
v ‘ . .
— s v
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L 4o£esaiona1 basketball player earn{ng about $85,000a '
L - year. In-October 1976 OE referred the case to a U.S. -t
attorney, who took legal agtions leading to garnishment .
; cf.the debtor's wages.™ We'lle¢re informed in February ) -

P « 1977 that, repayment would be made over the next
! 4 months at the rate of $1, 030 a month.

o - Due tO'the Eavbrable resul.3 and acceptance of the pilot

oW a

v - ' program by "OE and Justice, the program was continued in the
i . two regions and expanded nationwid- to the other eight HEW
g .regions with overall objectives to:

» . . ] .’
: ~~Gradually expand to’ 1nc1ude the offxces of all U, S. b
f . aktorneys.’

\ - --Bstablieh a channel for direct referral from Oé,to
! . - u.s. attorneys wiﬁhout going through GAC. R

S;nce Mgrch 1876 the project has been expanding grad-
ually. In-May 1976 OE's Central Office issued written guid-
ance to its. regional personnel for documenting and referring
claims to U.S. attorneys.. Our st:;f has coozdinated efforts

. * through visits to each regional-cffice and to many U.S.
* attorneys--by August all 10 HEW Regional Offices were partici-

. pating and by early November 40 U.S. attorneys were partiei-
pating. .

Por “the most- part, Justicé and OE Central Office and
regional officials have been enthusiastic about the regional
level referral program. One U.S. attorney said.that he be-
. . . lieves it*will improve the ability QS OE~-amd lendzfs--to \ . .,

: coliect outstanding loans because borrowers will bé'more apt
P to pay their student loans if they cealize that Justice will
o take legal “action‘against those who refuse to pay their :
N // debts. OE's officials in HCW's San.Prancisco Regional Of~ ,
‘ fice told us that duriff the 3-month period ended September
1976, they had collected $946,000--the highest in their his- .
tory--stuch of which was due to voluntary payments as a re-
gult of publicity on the regional level referral program.
~1In'another region, lenders have stated that the publicity
concerning the referral program was. improving their ability
to, collect t ugh voluntary payment.

) ’ .
An aggr e referral prpgram in all regions would T
improve the a&‘ effectiveriess of OE's collection system.
It would .enable coilection on’ claims that would not other- &

wise be collected and create an awarenesg among debtors .
'that legal action may be taken to collect defaulted loans4-
such an avarenese ehould increase voluntary payments.
. )
- Some regions have been quite aggressive in taking the
. opportunity to refer claims that they had been ugsuccegsful

.
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in céllecting, Others Lgve not. The extent of each - .
region's participation as of February 1977 was as followss

- Céses referred

Reqidnal office Nuomber  * amount ‘
. - _ ‘ . -
o Boston  _ . 67 - $ 75,202
4 ~ New York © ‘ v 1 . * 1,500 ,
’ .Philadelphja - . 13 . 13,276 7
Atlanta : C 34 18,917 /[
Chicago - . 28 52,378 -
» ° Dallas 52 ° 79,848
; ] Kansas C}ty . 1 1,440
- . S Denver 21 . 52,675 ¥
: San Francisco 466 815,636 -
- ) ¢, - Seattle 14 - 21,913
o Total 697~  $le192,785
TR E - _ ]

Althoughgthe size of inventories and number of collec-
tors vary among the regions, the small number ¢f referrals
from some offices indicates that they may be placigq low
priority on identifying and preparing cases for referral for °
legal action. There appears to be a need, therefore, for o
the Central Office Ao make sure that each region participates
in the program te”“the extent necessary to demonstrate that
(1) it has the ability to select and ‘adequately document
cages for referral to U.S. attorneys and (2) referral action
is ' Being taken to the’ex:ient practicable, in ligh§ of staff -
resoutced, on all appropriate cases. . R ’

»
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: . " ." " CONCLUSIONS AND RECUMMERIATIONS
H R . . c’v < " v . 5‘ . . ‘i -
- CONCLUSIONS. o S
. : /oﬂkg,coilectlon systgnd{é similar to & cloggééepipeliné,
T ' * with a heavy volume of defaulted loans entering but ralatively
L/ few gases.tgivihg the .system.. Although some positive actions
- arebeing en, the problem Bas geached serious proportions, o

- aspmany'of the defaulted,loans .are approaching the age at,
- which’ the statute of limitations will prevent collection
g through legal action,and payments to lenders, which will
- exceed collettions by about $4G0 wmillion by the end of fiscal *
' year 1977, -represent potential losses .to the Government.

Action taken includes significant improvement of Central
Office guidelines for collection persornel, .including the out-
lining of circumstances justifying termination of tollection

_action whenever appropriate. Another positive ‘indicator is
the awareness and concern by key Cehtral Office officials
that adgressive positive.action must be taken to get cases
20ving through the collection system. Manhagement recognises
. £hat better management information’ is needed, that first pri-.
. '?ttjw must be ¢iven ‘to the'older acecounts, and that the pres- |
. level of collection effoit must be significantly in-
crfeased. . - .

H : -

- It is not possible to determine how successful the ac-

tidns that are being planned and taken will be--for example,

o * we antigipate thazt the adajnistration of the proposed contract. .
v for collection ¥ssistaice and the burdzg of following up and - -~

i . completing the processing of uncollectéd cases . may Create i %

D many cBallenges, to management-and collection personnel.

- . How well such’ challenges are met will deteiy(ge whether the

. + total project is sueccessful. -

K

Certain additional policy chénges or dncreases in em- -
'phasis would help insure an effective collection program. :
, Guidelines for colléction personnel should (1) require . .
’ collectérs to solicit financial statements from debtors who
' refuse or say that ‘they are unatle to pay, (2) be revised -
.o with respect to, compromise sSettlements to more fully conf
with the Joing ‘Standards, and (3) inclyde procédures toéﬂng\
low when a debtor is a current or former Pederal employce.
. Above all, there must be a concerted’' effort to process indi-
. _ vidual cases to the point that they can be removed from the
inventory, whether through voluntary payment, referral for
- legal action, or termination. Clearly, voluptary payment is
* the desirable alterpative, byt if cases at#& not referred for
enforced collection or teefinated when these actions are

o -




". RECOMMENDATIONS

* . ~

A , S .
’
v

- less -manageable inventories. '

) The .great disparity among the regioual’offices in 'the
volume of referrals for legal action under the project for.
regional level referral to'U.S. attorneys compared with ge-
gional office inventories indicates that the poténtial exists
for many more referrals by most of the regions. - We believe
some regions have not given-sufficient priority.to use.of
this effective method of collection and that it is incuimbent
‘on the Central Office to take whatever action is necessary
to get the Yegions to refer appropriate cases fo;;;egal ac-
tiQn. One important reason for taking such actidn'is that
other debtors may be prompted to voluntarily pay their de-
fauited student lrans when it becomes apparent that the-
Government is enforcing collection. -

o2 also believe that the lack of Central Office monitor-
ing of regional collection act¥vities has contributed to the
present conditions. Effective. Central Office direction re-
quires an awareness of the regional level performance and

‘problens. [’“‘

/

We recommend that the Segretary of -BEW direct the Com-
missioner of Education to e ctively process defaulted
student, loans to the ‘point of collection, referral for legal
. action, or termination. As part of this effort, we recommend

that: -4 :

--1f the planned contract is awarded, the contractor
should be required -to document unsuccessful efforts
sufficiefitly to assist in determining whether to re-
fer the defaulted loan for legal action or to termi- .
nate collection action.

--Collection offices should bg dirgected to request

. debtors to submit financial statements.

--Guidelines 9p compromise settlements should be re- '

° wvised to encburage, rather than discourage, the use

of this collection technique. .
»
--Guidelines should be developad for collection per-
.sonrel on procedures for collecting through offset
or payroll deduction when the indivigduals -in 8efault
are Federal employees or former Pederal employees.

_ ' - 4
T==The Central Office thpuld insure tlrat eve regional
collec;ion staff effectively oarticipates the

A}

-
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program for regional level teferral of the Zefaulted

— lcans to U.S. attorneys. _ \ .

*

-
L e e . e o §
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v -~A"Bystem shauld,be ectablished for monitoring ré@t:pgl o

o« . office collection aotivitw.  The system ghould provide

“ the information necessary to, ar::ss whether defaulted

’ : : loans ‘are pracessed to complecion (collection, referrai

: for lqgal agtion, or termination) rather than returned

b to the' inventory,’ including any defaulted'loan cases’

{ processed by a contracior. It should ale> provide

 the information necessary to assess the adequacy of.
collection efforts in each region in light of exist-

R . ing and anticipated inventories of “defaulted loans.

A} ) - ‘ .

HEW COMMENTS AND OUELBVALUATIOR .

) HEW comméhted’?;ee app.’ 1) that since inception of the
- Office of Guaranteed Student Loans' collectionm program, its

' ‘resources have been woefully inadequate. Almost-300,000 de-
£aulted keans are presently being serviced by 155 full-time

! and some temporary personnel. HEW said, however, that a

! viable computerized collection systea and a. flanned contract
’ with a private business qoncern for collection agsistance
will gradually eliminate theghacklog of untollected defaults.

. 4 . - :’ ]

HEW disagreed with our recommendation that guidelines
should be revised ta encouragé the use df compromise. HEW
stated that the audthority to compromise indebtedness must
. rest with supervisors trainec in collection and that un-

skilled collectors might make indiscriminate use of the com-
' promise provision. However, OE's -guidelines state that com-
* promise offers must originate with the borrower. OE‘offi- .

- cials in one reaional office interpret those guidelines as '
prohibiting them from even discussing compgromise unless the -
. borrower brings up the possibility.' Therefore, we beli:ve
- this matter still needs to be clarified in OE's guidelines.:

- We_fully agree that 1nd§;ctininate use of compromisge
authority must be avoided; however,.this in no way is con-
trary to our recommendation. _Agencies were given compromise

. . authority by the Pederal Claims Cdllection Act to use as an.
alternative to termination of collection efforts or referral

/’ for legal-acticn. Consequently, we believe it would be .

’;/4/ o proper as a last resort effort ¢o arrange voluntary pay-

ment, to advige debtors that.the Governament would consider

. a compromise-offer by the debtor to repay the de in a-.

lump sum payment of less than the full amount of the debt.

-We.are not proposing that-collestors advise debtors
that the Government would be willing $6 settle the indebted-
ness for a~specific amount. Inviting.compromise offers at

° -

-
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an approprlate point in the collection process may prompt
a‘recalcitrant debtor to/respond to demards fog/payment.and
lead to productive further dggo tions. Whetlier such offers

.should be accepted by.the Government would depend ol their

reagonable:ess in relation to the debtors' .ability to pay and
other factors identified tn the Joint Stindards. Indiscrimi-
nate use of 'the compronise authority should be avoided by )

. mcans of “fnternal directives governing the administrative

levels at which compromise settlements must be approved or
rejected, but this concern should not serve to discourage - .
gsolieitation of compromise offers at an appropriate point in

the collection process. ’ . . .

HEW expressed general agreement with our other recca- Yol
mendations. In response to the recommendation that the pro-
posed contractor should be required to document unsuccessful
collection efforts sufficiently to assist in.determining
whether to refer the cases for legal action or to termirate
collection 2étion, HEW pointed out that it is planned that
the contractor will furnish.collection worksheets and,recom-
mendations as to proper further action. In our view, the
importance of the contractor's performance - and OE's monitor-
ing and foliowup actions in this area cannot be ovégestimated.
If there is no indication of the debtor's ability to pay,
far. example, OE will have difficulty determining disposition
of the case3s. 1If, as in the past, the uncollected-cases’are.

‘returned to the inventory, OB will continue to have a seci-

ous problem in coping with huge backlogs of defaulted loans
that require further attention and §lpede an efficient and

J

effeétive collection program.
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. CHAPTER 4 to
o . ' SCOPE OF REVIEW. .

This review was,made .to evaluate NE's collection’
procedures and operaticns for defaulted loans that were fed-
erally insured under the guargmteed student loan program. -

"The®review was conducted primarily at OE's Centrai Cffice in

Washington, D.C., and.its'regional offices in Boston, Chi-
cago, and San Prancisco, with limited fiqld work at HEW's
seven other regional offices.’ 1 .

To determine how OE.qas~QQQinistQ:ing the gharanteed
student loan program, we reviewed applicable legisliation,

.congressional hearings, zimplementing regulations, OE pol-

icies, operating procedures, controls over defaulted student
loan claims,‘end monitoringgand ‘evaluation methods.

) . .

In cooperaton with OE and the Depaktmeni of Justice we - o

helped. implemeny a pilot program in HEW's Chicago and San .
Prancisco Regidns to expedite the referral of uncollectible
student -loan claims to Justice for legal actioa. Opn the
basis of the favorable tesults fzom the pilot program, the
referral project was exvanded to the eight other regjonal
offices,. . ) . .

-

Our field work started in June 1975 and is continuing
in the regional offices that have not been authorized to
refer claims.ﬁﬁtly to Justice. : ‘ .
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DEPARTMENT Of HEALTH. EDUCATION, AND WELFARE

*  OFFICE OF THE SECRET. .Y .
WASHINGTON. D C . a0t

[ "‘ A

JUN 17 1977

L]

.
.

Mr. Gregory J. Ahart
Director’ N
Buaan Resources Division
United States General
Accountirg Office
Washington, D.C. 20548

«

-
Dear Mr., Ahart:

*
‘S .

The Secretary uke? that I respond to your request for oor ccsteents
on your draft report entirled, "Collection Bfforts are Hot Keeping
Pace vith the Growing Inventory of Defsulted Student Loang.* The
anclosed comment§ represent tha tentative position of the Department -
and are subject to reevaluati:n when the final version of this report
is receiveq.’

We appreciate the opportunity to camment on this draft :epoi’t before
its publication. P
»

. Sincerely yours,

B Y |

- Thomgs D. Marris
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Comsants of the Departmen: of Mealth, Education, and Welfare on the Ceneral
Accounting Office Draft of Proposed Report Estitlied "csllection Efforts are
Mot Keeping Pace with thy Growing Inventory of Deiaulted Student Loaas.”
. 4 : .

\

.

. . A 8

OVERVIEW

Since the inception of the Office of Guaranteed Student Loats collection . .
program, resources have peen woefully inadequate. Presently, almost 300,000 ,
defaulted loans are being serviced by 155 full-time and .soce temporary gfarsonnel.
This averages slightly over 1200 defaults per person. This, compared to a
commercial collection program, represents three times the average workload

per person. The 1976 Amendments to the Higher Education A‘t authorized the -
Commissioner of Bducation to contract with a private busi: :ss concern for
assistance {n collecting these dafaulted loans.” A request for proposal to
obtain suck a contrsct is présently in. the Office of Education, Grent end
Procuremsnt Managamant Division, We anticipats publishing the request for
roposal in the third quarter of FY 1977, With such’ assistance and & Viable
computerized collsctions system, the Of’ice of Guaranteed Studur™ Loans- (OGSL)
will gradually eliminate tha backlog of uacollected defaults.

The regulaticas (Joiat Stdndards) isplesenting the Federal Clalis Collection
Act of 1966 provides that agencies have an aggressive collection progras and
take administrative sction, when appropriate, to terminate,collection efforts .-
or refer the defaulted lozns to GAD pr the Depsrtment of Justice for further
collection action. The Office of Education’s collecticn procedures are con- .
sistent with the Federal Clains Collection Act of 1966. Title 1V, Part B of
the Higher Educatiom Act of 1965, as amended, gpecifically provides for the’
collection by the §ffice of Zducation of Federal Insured Student Loans on wh.ch
it tas paid defaylt claims. . = .

¥

We recomnend that the Secretary of Health, Education, snd Welfare ditect the
Comaissioner of Education te establish the capadility to effectively process
defaulted student losas to the point of collection, referral for leghl action
or termination. Mors spécifically, GAD recommends that: A ]
—1f the plaoned contract is awarded, the contractor be required to dozument
unsuccessful efforts t¢ sufficiently assist in determining whathew to refef

ths defsulted loans for legal action or to terminate collection ectioum. -,
DEPARTMENT'S COMMARNT - . L 4 .

L » - - .
We concur. - The Request for Proposal as preseptly writtem ¢ontaing the -
following language; "The returned collection worksheets should include - -
specific rhcot=endation as to the proper action that the Office of 2ducation
(OB) should take on those deb®s considered to be mon-collectible, such as a

L]
.
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compromise of the debt, write-off of the debt, entef legal action’ against
the debtor, or any other approprists action that OF should taRe. The
roeo»ud actiop must be documented 6n :}u dats shest in ‘s concise, ..
supportadble mannsr so that OF msy take the recosmended action promptly.”

c::n?&aamuma ) ) N .
lections offices be directed to request debtors to submit finsncisl

statements. = ¢ . Y . -
] ' ]

DEPARTMENT'S COMMENT . .- v

We concur. Most Of our regional offices are now requiring debl:;{;s‘ to submi¥
financial statements after the first contact is matle. We will ve instyuc-
tions to all regions to take this actiom. '

]
a

GAO RECOMMENDATION * - ' -

Guidelines ou'coupre.-iu sett]lements be revised to meoutagel rather than
discourage, the use of this collection technique. .

DEPARTMENT'S COMMENT N

We do not concur. Guidelines for compromising indebtedness have been pro-
sul~ated to alY of our re offices, and we do not consider these as
discouraging the use of whis collectios technique. ' In,a large and groving
collection program, the risk of collectors'meking indiscriminafe use of the
comproxise provisions is real. Many of our collectors have had little or/=o
commercial collection experience. . Turmover of personnsl in our eo;lecuou’
ptogram 1is relauuly‘é;ugh. Therefore, the authority to compromise indebted-
ugss must -be limited te those supervisers who are trained in collacticos. The
guidelines state in part; "The offer to (oepromise for-less than full asouat

, of principal and interest owed should in virtually every case originate with

the borrower. The Office of Cuaranteed Student Loans should never offer
compromise without substcntisl justificstica” Ue futesd this to insure the
fatelligent use of compromise as & collection technique. Indidcriminate offers

"of compromise by untrained collections perscnnel could ultimately dimiaish
#Substantially OE's ability to collect the debt of to present it for litigation.

.

GAD RECOMMENDATION \

~~GCuidelines be develo;;;:l for collections personnel on procedures for collecting

through offset or payroll deduction when the fndividusls in default are Federal

employees or former Federal employees..

.
i

L 39
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DEPARTMENT' S CONGNF o . . -

- o0 _ I v . .

pa .
Collections from & Federal employee by offset or payroll deduction s R
oot permitted without the cmployee's approval. The Ofiice of Education. N\
fs will prepare procedures, -for use by its collection.persormel, regarding .
’ guidelines for obtaining this approvsl from the Federal employee. The i 4
* Office of Education would like to wse the ‘services of the Federal employer
in assisting in this effort. We would like to point out that the Privacy
, Act impdses limitaghons on the disclosure to esployera {iucluding Federal
. saployers) of*The fact that an eaployee's ldan is in default, but does not .
. srohibit direct contact by OE with ‘the employee whosa loan iy in default, = : < T
. ' In addition to preparing guidelines for employee-approved payroll deduction ’
activities, the Office of Educatfon is cuirently revising its routine uses
4 for the GSLP record systems to permit disclosure of certain loan status .
information to gany epployer. v . . . ) o

. .. — . .

GAO RECOMMENDATION _ o " ' T

o,

. » 4 a

e - .o .

~-The central office easure: every regiousl collection staff effectively ~ o
" participates in the progrew for regional level referral of the defaulted * « o
« . loans to the U.S. Attorney. R . . . ;

DEPARTMENT'S COMMENT - - T Lo S

We concur. All regional ofifces have estaflihed the required lisison with, R
U.S. Attorneys and litigation requests are increasing.'' Since tbe inmception . ¢ : 9

of the prograa for regional referril of uncollectible but litigable defaults ° . >
. directly to the U.S. Attorneys, the number of lerd $han 100 in 1975/76 has T . 4
f risen to 697 through March 1977. Rezi'ns are required to submit regular’ .

monthly reports of this activity and these: reports sre reviewed by the ,
. Division of Operstional Support. I1f activity sleckens, the region is . ./
.. - contacted to deteraire the reasons. ¢ , . ' N

. . ‘- C . , .

A be established f ' nitorin, ‘ Y 1 ey :

. - stem est [ or wmonito re. 1 . . .
A gsien be ssabitabed for = , R

Ihe system should be capable of asnessing vhether defaul
processed to letion {rollection, referral for legsl af
_termination) r r than returned to the inveatory,:
loan cages processed by a contractor. It should also ) .
.Becessary to assess_the acequacy of colliection efforts esch vegion in - ‘ AN
light.of existing snd anticipated inventories of deisulted-loans. A -

5 T .o . L,,ow ot Re L . - P
‘. DEPARTMENT'S (. ‘MENT ! - % /1 e et , i
' - . . B Y o ’ :.
¥We concur. ' The program has designed and is developing an ii;t‘eya_ted ‘manage~ y o T
ment system to monitor regional-office collection activities.. A portion of . .
this system knom as the CLACOL Data Hanagement File has been devglopgmd :
is currently in a state of verification of collection receipts. The t
balance program will shortly becoms operstional wirhin the CLACOL System. . '
. : a ' . R — >
- ¢ . » . - ’ . N °
. . .

-
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Title

. cial‘Aid Prograr C
Pxamination of Pinancial
Statements ¢of Student Loan
Insurance “und,. Piscal Year
1973 '

Examination of ‘Financial
Statements of Student :-Loan
‘Insurance Pund, Piscal Year
1974 .

Examination of Financial
Operations for Piscal Year_
1975 Shows Need_for Improve-
ments in the Guiianteed
Student Loan Program

-

the Guaranteed Stuaent Loan
Program (two letter reports)

. .
. .
' -
- ~ .
-
«

Administration of the Office
of Education's Student '?J.nan-
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Reference

B-164031(1)

B-164031(1;

J
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'B-164031(1)

*

Study of Bankrdptrv fnvolving - B-1§4031(1}
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Date

‘Apg. 4, 1974

Sept. 17, 1974
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F;eb. 12, 1975

Peb\ 10, 1977
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Apr. 5, 1977
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-PRINCIPAL HEW OPPICIALS RESPONSIBLE -FOR ADMINISTERING

ACTIVITIES‘DIStUSSBD\IN'THIS REPORT

5

SECRETARY OF ngLTB, EDUCATION, AND
WELFARE:
Joseph Califano
David Mzthews
Caspat W. Weinberger
Prank C.-Carlucci :(acting) - .
Elliot L. Richardson 4 )
ASSISTANT SECRETARY FOR EDUCATION:
Mary Berry
Virginia Y. Trotter .
Charles B. aaundbrs. J:.‘
tacting) ' :
Sidney P. Marland, ‘Jt. ’

COMMISSIONER OF EDUCATIDN:
Ernest L. Boyer - f
Edward Aguirre . -
William F. Pierce f{acdting) -
Tercrel H. Bell, 4
Jobn R. Ottina ..°
John R. Ottina (acting) .
Sidney P. Marland, Jr. .o
Terrel H. Bell Qaq\ing) -t
F S 'u',{\:, p# ‘
o s w5
[ ] b i ﬁ'{p‘ a .
. —_— T,
A-\'J o 4 '
N ~ :5;. ‘g"tx "k
x.‘ ;
“ - s e — .
k3 " . t “
'v e R ’ e
" L] < 4
" ! ,‘ »
L) , -
+ e \ L
L} ’ ‘ .
b
. « .
- . ??3
. & ~ 44 .

L
N

14

N

) 7
Tenure of office’

v

APPENDIX IIX

~— Ffonm )
.q/ —vemge
Jan. 1977 Present .
Aug. 1975 Jan. 1977
Feb. 1973 Aug. 1975
Jan. 1973 Febs 19%}
June 1970 Jan. 1673
' *
Jan. 1977  Present
June 1974 " dan. 1977
. . b ‘
Nov. 1973 June 1974
Nov. 1972 _ Now. 1973 ~
§ -
.Jan. 1927 - ,Present“
‘Aug. 1976 = Oct. 1976
" June 1974 ° Aug. 1976 -
ug. 1973 June. 1974
Ndv. 1972 Aug. 13973
Becg 1970 Nov. 1972
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