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Dear Mr. Bergeron:

The Coalition of Higher Education Assistance Organizations (COHEAO) appreciates the
opportunity to comment on the Department’s request for information on developing and
implementing a standard manual for the Federal Direct Loan Program (Direct Loans). We support
the Department’s efforts to create a centralized, authoritative source of guidance for Direct
Loans, and we appreciate ED’s call for stakeholder input as part of the process.

About COHEAO

Founded in 1981, the Coalition of Higher Education Assistance Organizations (COHEAO) has
served as a partnership of colleges, universities and their service providers dedicated to
promoting student-friendly campus-based loans, tuition payment plans, campus-based financial
wellness programs, student financial services operations and campus accounts receivable
management best practices.

Recommendations for Developing and Implementing a Direct Loan Common Manual

A single, publicly accessible guidance manual—available to servicers, borrowers, institutions,
advocates, and other stakeholders—would promote consistent and accurate application of
current Direct Loan laws, regulations, and policies by all stakeholders. It would also allow for a
better understanding of what is permissible under the statute.

Lessons from the FFEL Common Manual & An Advisory Committee for Regular Maintenance and
Updates

The FFEL Common Manual demonstrated the value of uniform procedures and collaborative
governance. The Direct Loan Common Manual should follow that model by:



e Providing clear distinctions between mandatory rules and best practices;

e Presenting step-by-step flowcharts for: entering repayment and selecting with uniform
timelines, documentation checklists, and borrower-protection guardrails;

¢ Include citations, hyperlinks, and searchable references; and

o Offering a transparent, version-controlled update process accessible to all stakeholders.

Such a resource would promote consistent borrower treatment, minimize interpretation gaps,
and support effective oversight.

Without clear direction, institutions and servicers may err on the side of being too conservative,
which can lead to inconsistent interpretations and unnecessary administrative work. Clear
guidance would go a long way in promoting consistency and easing the compliance burden across
the board.

FSA should also establish an advisory group representing institutions, servicers, collectors, and
other stakeholders with regular meetings to manage updates and guide the manual’s ongoing
maintenance. Regular feedback opportunities, transparent revision tracking, and published
change logs will help maintain stakeholder trust and ensure continuous improvement.

Addressing the Entire Borrower Lifecycle

COHEAO strongly supports Federal Student Aid’s refocusing and expansion of the Office of the
Ombudsman to the Office of Consumer Education and the Ombudsman. In announcing the
change, the Department of Education said, “Going forward, the office will also take on a proactive
approach to improve financial literacy among students, parents, and borrowers so that they are
better equipped to make careful borrowing decisions and responsibly manage their federal
student loan debt.”

As such, and in coordination with the FSA Handbook, a comprehensive manual should address
front-end activities—such as entrance counseling, borrower acknowledgment of loan terms, and
exit counseling—in addition to servicing and collections. Borrowers must have clear, consistent
information from the moment they take out a loan through repayment and, if necessary, default
resolution. Standardizing these processes will reduce confusion, improve borrower outcomes,
and strengthen compliance across institutions and servicers.

The Common Manual, Defaulted Loan Collections, and the Need for Multiple PCAs

This request for information notes, “This effort is intended to promote consistency, transparency,
and effectiveness across all post-disbursement servicing and collections functions.” However, it
is challenging to offer input on collection processes without knowing if ED intends to make use
of multiple private collection agencies (PCAs) or a lone vendor.



A lone vendor currently manages defaulted loan collections, as the contracts for multiple PCAs
were cancelled in 2021. The previous Administration expected defaults to reach near zero under
its plans for massive loan forgiveness and a unified student loan servicing solution. Loan
forgiveness has since been held up in the courts; there are currently more than 5 million
borrowers in default and nearly 5 million more are in late-stage delinquency, and the current
Administration has done an excellent job in sounding warning alarms on a pending “default cliff”
for Congress, students, schools, and other stakeholders.

Given these realities on the ground, COHEAO strongly supports ED employing multiple PCAs for
the collection and rehabilitation of defaulted federal loans. Competition among agencies
promotes performance, protects taxpayers, and ensures borrowers can work with entities best
suited to their needs. A single-provider model limits choice, reduces accountability, and risks
poorer results for borrowers and the program.

Further, PCAs with expertise in the student loan and higher education sector—the exact vendors
who could help ED address the default cliff—need clarity on the Department’s plans in the future.
PCAs stand ready to offer their assistance, but historically, ED has not been the best partner as a
first-party creditor in terms of Direct Loans. Providing clarity on the Department’s plans, along
with a commitment to employ multiple PCAs, would enable ED to make the best use of these
companies, which have expertise in resolving student loan defaults.

Conclusion

COHEAO supports the creation of a Direct Loan Common Manual that encompasses the whole
borrower experience, promotes consistency, and incorporates competitive, performance-based
servicing and collection practices. We appreciate the opportunity to comment and stand ready
to assist FSA in developing and refining this critical resource.
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