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By Gene Gentrup
Senior Reporter

In the long run, neglecting to repay student
loans could be more cosily than expected,

according to a UNL financial aid adviser.

What happens if you fail to pay back your
loans?
Sharon Kennedy said if students do not pay
back their NDSL's, a collection agency will be
hired to collect it from them. 17 this is necessary,
she said, the student also must pay the collec-
tion fes charged by the agenicy. Failure to paythe
fee will enable the university to determine
whether the loan still is in default. Collection
fess range anywhere from $8 to $500, she said.

Kennedy said loan collectors may defer pay-
ments for students claiming & hardship case,
usually disabled students. Students who decide
to teach in a school that serves the handicapped,
low-income or visually impaired, can have their

loans canceled. Students who return

to school also will have their loans deferred.

Kennedy sald a default is defined as a “failure
of & borrowar to make an instaliment when due
or feilure to comply with terms on a promissory
_note thet the student has signed.”

'l\ungm lawsuits recently were flled
sgainst Nebraska regidents who have defaulted
on their student loans.

The lawsuits, which total more than $68,000 in
unpaid loans, were filed last month by the U.S.
gitorney's cffice as part of a nationwide effort to
collect 15,000 defaulted loans, which had been
guaranteed or insured by the federal Departmen’
of Education.

Kemiedy said some cases do end up in court,
but “when they do, it is just to get the amount
the person owes.”

“We have a pretty successful coilecting rate,”
she said.

Kennedy said as of June 30, 1984, 2.82 percent
of UNL students with outstanding ioans defsulted

Osborne to have

on their loans. This is down from 3.4 percent on

]

Not paying loan
may be expensive

June 30, 1983.

U.S. Attomey Ron Lahners said he expects
more than 100 more student default suits this
spring. He said about 2,800 to 2,800 suits are
filed each year in Nebraska.

He said his agency’s debt collection unit will
give highest priority to the loan default lawsuits,

“I'heve advised my stafl to use every availabie
resource to ensure maximum recovery for the
government,” he said.

Lahners said all the students are capable of
repaying their loans but most have neglecied
paying them.

Nancy Wiederspan, vice president of Nebraska
Higher Education Loan Programs, said Nebraska
HELP, which works primarily with guaranteed
student loans, expects to “buy” between $60 and
$70 million in student loans from institutions
tha! use the money to provide more student
loans. This method provides “liquidity” for the
lending institutions, she said.

if & student does not repay a student loan,
Wiederspan said HELP will contact that person
and request immediate repayment. If the bor
rower does not pay within seven months of that
notice, HELP will “file for & claim” and tum it

.. .over to its own collecting agency, the Higher

Education Assistance Foundation.

“They act immediately,” Wiederspan said.
“They figure we've been trying to get this loan
repaid for a long time; and we have, so they gei in
contact with that individual as scon as possible.
If ha doesn't pay right away, they penalize him.”

Wiederspan said the case is then usually
taken to court if not settled, and the borrower
could face a $500 fine.

Lahners said that all the students have been
notified about the lawsuits and that the only
replies so far have been from students who have
questioned what to do next.

The Department of Education is referring stu-
dent loan defauits to U.S. attomeys under a
program by the Office of Management and the
Budget.
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