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RESOLUTION 

concerning 

THE ASSIGNING OF NATIONAL DEFENSE/DIRECT STUDENT LOAN 
ACCOUNTS, I N  DEFAULT, TO THE FEDERAL OFFICE OF EDUCATION 

August 2, 1979 

WHEFSAS, The United S t a t e s  Department of Health, Education, and Welfare has 
threatened t o  withhold a l l  g r a n t s  f o r  National Defense/Direct 
Student Loan purposes from any i n s t i t u t i o n  no t  meeting c e r t a i n  
spec i f i ed  requirements, such a s  a 10% o r  lower de fau l t  r a t e ,  and 

WHEREAS, It appears t h a t  t h e  S t a t e  Colleges p resen t ly  cannot meet these  
requirements, and 

WHEREAS, The Department of Health, Education, and Welfare has o f fe red ,  and 
pressed f o r ,  ana l t e rna t ive ,  which i s  t o  ass ign  t o  t h e  United 
S t a t e s  o f f i c e  of  ducati ion, not  l a t e r  than August 22, 1979, a l l  
accounts i n  d e f a u l t  f o r  more than two years ,  thereby reducing t h e  
d e f a u l t  r a t e  considerably, be it 

RESOLVED, That t h e  Board of Trustees f o r  Connecticut S t a t e  Colleges author izes  
the  assigning t o  t h e  United S t a t e s  Off ice  of Education of a l l  e l i -  
g i b l e  National  Defense/Direct Student Loan accounts i n  d e f a u l t  which 
can be processed before t h e  August 22, 1979 deadline,  and be it 

RESOLVED, That, i n  t h e  f u t u r e ,  as add i t iona l  accounts a r e  determined t o  be 
e l i g i b l e  f o r  assigning,  they may be s o  assigned i f ,  i n  t h e  judg- 
ment of t h e  Executive Direc tor ,  such assigning i s  warranted by 
then cur ren t  condi t ions ,  and be it f u r t h e r  

RESOLVED, That any such assignment s h a l l  be made only a f t e r  obtaining approval 
of t h e  Governor when such approval is  required by S t a t e  Law. 

.4 C e r t i f i e d  True Copy: 

/James A. F r o s t  

h/ 

Executive Director  
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i RECOMMENDATION FOR AUTHORIZATION O F  THE 
CANCELLATION OF UNCOLLECTIBLE CLAIMS 

A t  t h e  r e q u e s t  of t h e  Board of  T r u s t e e s  f o r  S t a t e  C o l l e g e s  and 
in accordance w i t h  S e c t i o n  3-7 o f  t h e  General  S t a t u t e s ,  t h e  A t t o r -  
ney General  recommends t h a t  t h e  Governor a u t h o r i z e  t h e  cance1latiol-r  
o f  1,022 a t t a c h e d  c la ims by t h e  f o u r  state c o l l e g e s  a g a i n s t  v a r i o u s  
former s t u d e n t s  i n  s a i d  c o l l e g e s .  S a i d  c l a i m s  are f o r  amounts owed 
on account  o f  s t u d e n t  l o a n s  under t h e  Na t iona l  ~ e f e n s e / ~ i r e c t  S tu-  
d e n t  Loan Program. The t o t a l  d o l l a r  amount o f  such  c l a i m s  f o r  
which c a n c e l l a t i o n  approval  is sought  i s  a t  p r e s e n t  $1,074,786.97. 

A s  se t  f o r t h  in t h e  a t t a c h e d  memorandum d a t e d  J u l y  9 ,  1979 
from Arnold W. Boynton, A s s o c i a t e  f o r  Audi t  and F i s c a l  A f f a i r s  
of t h e  Board of T r u s t e e s  f o r  S t a t e  Col leges ,  t e n  p e r c e n t  o f  t h e  
above amount o r  $107,978.70 i s  a t t r i b u t a b l e  t o  state f u n d s  p rov ided  
by matching a p p r o p r i a t i o q s ,  w i t h  t h e  ba lance  be ing  a t t r i b u t a b l e  
t o  f e d e r a l  c o n t r i b u t i o n s ,  

A l l  of t h e  1,022 accounts  f o r  which a u t h o r c z a t i o n  f o r  cance l -  
l a t i o n  is  r e q u e s t e d  have been in d e f a u l t  f o r  a t  least  two y e a r s .  
They have been t h e  s u b j e c t  o f  reminders  and demand communications 
from t h e  O f f i c e  of  t h e  Board of Trus tees ,  and e x c e p t  as t o  d e b t o r s  
w i t h  o u t  o f  s ta te  addresses ,  c o l l e c t i o n  o f  p a s t  due amounts h a s  
a l s o  been sought  by t h e  Bureau of  c o l l e c t i o n  S e r v i c e s .  

A u t h o r i z a t i o n  for c a n c e l l a t i o n  a t  t h i s  t i m e  is s o u g h t  i n  o r d e r  
t h a t  t h e  accounts  may be a s s i g n e d  t o  t h e  u n i t e d  S t a t e s  O f f i c e  of 
Education. The d o l l a r  v a l u e  of  such  accounts  may change s l i g h t l y  
p r i o r  t o  assignment ,with t h e  a c c r u a l  of  a d d i t i o n a l  i n t e r e s t  and  
wi th  t h e  p o s s i b l e  c o l l e c t i o n  of some accounts  p r i o r  t o  ass ignment .  

' t 

i While nothing c o l l e c t e d  by t h e  u n i t e d  S t a t e s  O f f i c e  o f   ducati ion . on t h e s e  accounts  w i l l  be  r e t u r n e d  t o  t h e  S t a t e ' s  Treasury ,  it i s  
l i k e l y , s s  d i scussed  i n  M r .  Boynton's memorandum to  t h e  A t t o r n e y  

E 
E 
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General ,  t h a t  such assignments ,  i f  made on o r  b e f o r e  August 22,  
1979, w i l l  enab le  t h e  S t a t e  Col leges  t o  c o n t i n u e  t o  q u a l i f y  f o r  
a n  annual  amount between $400,000 and $500,000 o f  F e d e r a l  fund- 
i n g  f o r  s t u d e n t  l o a n s  t o  persons  a t t e n d i n g  t h e  S t a t e  Colleges.  

The enclosed  proposed r e s o l u t i o n  by t h e  Board of T r u s t e e s  
w i t h  r e s p e c t  t o  this m a t t e r  i s  on t h e  agenda f o r  t h e  Board 's  
meet ing of  J u l y  27, 1979. 

, . .  
I n  v i e w  of  t h e  above d i f f i c u l t i e s  i n  c o l l e c t i o n  of t h e  s a i d  

accounts  and i n  view of  t h e  a n t i c i p a t e d  advantages which w i l l  
a c c r u e  from t h e  assignment of  t h e  above accounts  t o  t h e  United 
S t a t e s  O f f i c e  of  Educat ion,  it i s  recommended t h a t  a u t h o r i z a t i o n  
be g iven  t o  t h e  Board of  T r u s t e e s  fo r  S t a t e  C o l l e g e s  t o  a s s i g n  
t h e  1,022 a t t a c h e d  c l a i m s  i n  t h e  t o t a l  amount of $1,074,786.97, 
s u b j e c t  t o  v a r i a t i o n  f o r  a d d i t i o n a l  i n t e r e s t  a c c r u i n g  o r  addi -  
t i o n a l  payments made p r i o r  t o  assignment t o  t h e  United S t a t e s  
O f f i c e  of Educat ion,  and t h e n  t o  c a n c e l  upon t h e  books of said 
Board, s a i d  c l a i m s  as u n c o l l e c t i b l e .  

C a r l  R,  A j e l l o ,  A t to rney  General  

Pursuan t  t o  t h e  p r o v i s i o n s  of S e c t i o n  3-7 of the General  S t a t -  
utes ,  and upon t h e  recommendation of  t h e  ~ t t o r n e y  General ,  auth-  
o r i z a t i o n  i s  g iven  t o  t h e  Board of T r u s t e e s  f o r  S t a t e  Co l l eges  to 
a s s i g n  t o  t h e  United S t a t e s  O f f i c e  of Educat ion,  and then  t o  can- 
cel upon i t s  books, as u n c o l l e c t i b l e ,  1,022 c l a i m s  as set  f o r t h  
on t h e  a t t a c h e d  l is ts ,  a g a i n s t  former s t u d e n t s  a t  t h e  S t a t e  Col- 
l e g e s ,  f o r  sums owed on account  o f  s t u d e n t  l o a n s  under  t h e  Nation- 
a l  Defense/Direct  S tuden t  Loan Program, which suns  c u r r e n t l y  to ta l  
$1,074,786.97, and which t o t a l  may va ry ,  p r i o r  t o  c a n c e l l a t i o n  
and assignment ,  on account  of a d d i t i o n a l  accrued i n t e r e s t  or on 
account  of a d d i t i o n a l  payments made. 

Governor 
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I i N W t  [ T I ~ L E  I D A T E  

Cerl R.  Aje l lo  General I July 9 ,  1979 
ADDRESS 

Arnold W. Boynton 1 and F i s c a l  Af fa i r s  1 137-7700 
A " E ~ c \ .  Board of Trustees f o r  ADDRESS 

- I S t a t e  Colleges I P.O. Box 2008, New B r i t a i n ,  Connecticut 06050 
SUBJECT 

Cancellat ion of unco l l ec t ib le  claims under Section 3-7 

Enclosed i s  a l i s t  of accounts, represent ing borrowers under t h e  National  
~ e f e n s e / ~ i r e c t  Student Loan Program, which have acquired a de fau l t  s t a t u s  
under t h e  program d e f i n i t i o n s  of  same. We a r e  request ing t h a t  you review 
t h i s  l i s t ,  toge the r  with t h e  following information,  f o r  t h e  purpose of 
recommending t o  t h e  Governor t h a t  these  accounts be cancelled upon t h e  
books of t h e  S t a t e  Colleges as provided f o r  i n  Section 3-7 of t h e  General 

. S t a t u t e s .  

This ac t ion  i s  requested because t h e  United S t a t e s  Department of Health, 
Education, and Welfare i s  press ing t o  have all  i n s t i t u t i o n s  of higher 
e d ~ c a t i o n  ass ign t o  t h e  U.S. Off ice  of  Education a l l  defaul ted  loans over 
two years  o ld ,  giving a s  an incent ive  t h e  opportunity t o  reduce t h e  de fau i t  
r a t e ,  thereby b e t t e r i n g  t h e  chances of  continuing Federal  Student loan 
grants  at  a high l e v e l  a s  aga ins t the  p o s s i b i l i t y  of  an i n s t i t u t i o n ' s  
t o t a l  l o s s  of such grants .  I n  a memorandm dated January 29, 1979, Secre- 
t a r y J o s e p h A . C a l i P a n o , J r . , o f H . E . W . s t a t e d :  

'Third, I have asked t h e  Commissioner of  Education t o  develop proposed 
regula t ions  f o r  t h e  1980-81 academic year t h a t  w i l l  s e t  performance 
standards f o r  t h e  reduction of i n s t i t u t i o n a l  de fau l t  r a t e s .  The 
proposed regula t ion w i l l  provide t h a t  i n s t i t u t i o n s  which do not meet 
these  standards w i l l  rece ive  no f u r t h e r  NDSL funds from t h e  Federal  
Government. Performance w i l l  be evaluated on t h e  b a s i s  of f i s c a l  
operat ions r e p c r t s  submitted f o r  t h e  per iod June 30, 1978 t o  June 30, 
1979 

I "We - be l i eve  t h a t  t o  a f f e c t  t h e  d e f a u l t  r a t e  s i g n i f i c a n t l y ,  it i s  essen- 
t i a l  t h a t  t h e  Office of Education have t h e  opportunity t o  c o l l e c t  t h e  
o lde r  loans .  I hope these  ac t ions  w i l l  encourage i n s t i t u t i o n s  t o  
ass ign o lde r  defaul ted  loans t o  t h e  Off ice  of Education and t o  commence - 
r igorous c o l l e c t i o n  e f f o r t s  on newer loans." 

Although we have been unable t o  a s c e r t a i n  what, i f  any, standards.  have been 
s e t ,  it has been suggested t h a t  a 10% r a t e  and/or decided improvement over 
t h e  p r i o r  year w i l l  be required.  A s  of  June 30, 1978, r a t e s  f o r  our four 
col leges  were between 17% and 24%. It appears t h a t  assignment of t h e  l i s t e d  
accounts w i l l  r e s u l t  i n  a de fau l t  r a t e  of  under 10% f o r  each col lege .  * 
The accompanying l i s t  contains 1,022 accounts with a t o t a l  c u r r e n t l y  assign- 
ab le  value of  $1,074,786.97. 

: Ifconvet~ienr. handtr,rite reply fo sentier on this same sheet. 



Ten percent of t h i s  amount, $107,478.70, i s  a t t r i bu t ab l e  t o  matching funds 
provided by S t a t e  appropriation, none of which w i l l  be returned t o  t h e  S t a t e  
i n  t he  event of any recovery by the  Office of Education. On the  other  hand, 
between $h00,000 and $500,000 i n  Federal contributions fo r  t he  NDSL program 
i s  received annually and some pa r t  o r  a l l  of t h i s  may be placed i n  jeopardy 
i f  we f a i l  t o  assign these  defaulted accounts. Some saving by t h e  S t a t e  
w i l l  be rea l ized  through t h e  reduction i n  t h e  number of accounts which re- 
quire  continuing processing by t h i s  o f f i c e  and t h e  Bureau of Collection 
Services. It should be noted t h a t  t h e  current number of accounts and t h e  
do l l a r  value of same may change s l i g h t l y  with t h e  accrual  of addi t ional  
i n t e r e s t  and with the  possible co l lec t ion  of some amounts due p r io r  t o  
assignment of t he  accounts. 

No payment has been made on any of these  accounts within t he  past  two years.  
A l l  have been subject  t o  a s e r i e s  of reminder and demand communications 
(account statements, l e t t e r s ,  telephone c a l l s  when p rac t i ca l )  by t h i s  off ice .  
When avai lable ,  t he  services  of t he  In t e rna l  Revenue Service have been used 
for  t rac ing  borrowers. Fai lure  of these  s teps  t o  obtain r e s u l t s  ha? l e d  t o  
transrnTtta1 of t he  accounts t o  t h e  S t a t e  Bureau of Collection Services. A l l  
have been with t he  Bureau f o r  a t  l e a s t  a year.  With t h e  exception of those 
with out-of-state addresses, t h e  Bureau's regular procedures have been used 
i n  an e f fo r t  t o  e f f ec t  col lect ion.  Because t h e  Bureau of Collection Servi- 
ces cannot take any l ega l  act ion against  out-of-state accounts beyond t h e  
use of a s e r i e s  of dunning l e t t e r s ,  we a r e  exploring t h e  pos s ib i l i t y  of 
contracting with a commercial co l lec t ion  agency t o  handle such accounts i n  
t he  future.  

We have been informed t h a t  August 22, 1979 has been s e t  as  t he  deadline for  
assignment of accounts i n  default .  Accounts received by the  Office of 
Education a f t e r  t h a t  date cannot be considered i n  r e l a t i on  t o  t h e  f i s c a l  
operations report  f o r  t h e  1978-1979 f i s c a l  year. A s  there  probably w i l l  be 
a s  much a s  a month's work involved i n  recovering t h e  f i l e s  f o r  these  accounts 
from t h e  Bureau of Collection Services,  i n  securing from t h e  colleges t h e  
endorsed o r ig ina l  promissory notes ,  i n  reviewing a l l  materials  f o r  correct-  
ness and completeness and i n  preparing t h e  necessary cover documents and 
l is ts ,  we ask t h a t  you please expedite t h e  processing of t h i s  request. 
There a r e  a number of reasons f o r  t h i s  being a " l a s t  minute" request ,  
which can be explained, i f  you s o  des i re ;  however, such an explanation here- 
i n  would only add fur ther  delay t o  t h e  accomplishing.of our purpose. 

We already have had informal telephone discussions of t h i s  s i t ua t i on  with 
Attorney Robert E. Walsh of your s t a f f .  

Arnold W. Boynton f/ 
Associate f o r  Audit and F isca l  Affai rs  

AWII/em 
encl. 
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Summary of L i s t  of National Defense/Direct Student Loan --- 
Accounts fo r  which Approval to Cancel is Requested -- 

Eastern Connecticut S ta te  College 

We have: 60 two through three years past due (fi 52,216.34 

11 three through four years past due 6,657.69 

2 four through f ive  years past due 2,181.97 

over f ive  years past  due 138,995.69 
- - 

e Tot a1 210 Accounts 8200,051.69 
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