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October 17, 2000

Dear Financial Partner:

Subject:    “Exempt Claims” Instructions and Form 2000 Reporting Requirements

We have learned that the Guaranty Agency Financial Report instructions erroneously suggest that exempt claims filed by lenders and paid by a guaranty agency are reinsured by the Secretary at 100%.   We are writing to correct this error.  The instructions have also been corrected.

Exempt claims are filed in a situation in which the lender determines that the borrower or the student on whose behalf a parent has borrowed, without the lender or school’s knowledge at the time the loan was made, provided false or erroneous information or took actions that caused the student or borrower to be ineligible for all or a portion of a loan or for interest benefits on a subsidized Stafford Loan.  See 34 C.F.R. §682.412.  Once the lender determines that the borrower was not eligible under these conditions, the lender is required to send the borrower a final demand for payment.  If the borrower does not pay the full amount of principal and interest due on the loan within 30 days of the date the final demand letter is mailed, the lender should file a default claim on the loan.  Although these claims are exempt from an agency’s reinsurance trigger calculation under 34 C.F.R. §682.404(b)(3), they are not reimbursable at 100% under 34 C.F.R. §682.404(a)(1)(ii).  

What’s important to know?
· Beginning with your October 2000 Guaranty Agency Financial Report submission, report all exempt claims under line item MR-1-B, Exempt/Lender of last Resort, at the appropriate reimbursement rate.

· Guaranty agencies will not be responsible for repaying any past payment reimbursed at 100%. 

If you have any questions regarding this matter please contact Sandra Simmons at 202-708-9223, or contact us via email at our shared mailbox, OSFA_GAR@ed.gov.

                                                                  Sincerely,

                                                                 Frank Ramos, Director

                                                                 Financial Partners Channel
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