ETT] MANUAL

Unified Student Loan Policy

Summary of Changes Approved September through April 2008

This summary lists changes made since the 2007 Annual Update of the Common Manual was printed.
Change bars denote the latest policy changes, which were approved April 17, 2008.
Changes made before the 2007 Annual Update was printed are shown in appendix H of the manual.

Common Manual Section Description of Change Effective Date/Triggering Event

Chapter 2: About the FFELP

Figure 2-1 The Life of a Stafford Loan  Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149
Figure 2-2 The Life of a Parent PLUS  provisions applicable to the spouses and parents of ~ and parents of September 11, 2001
Loan September 11, 2001 victims contained in the Third victims on or after October 29, 2007.

Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

2.2.C Repayment
2.3.C Common Forms

2.3.C Common Forms Deletes reference to the Ad Hoc Standardization September 20, 2007 967/142
Committee, adds that NCHELP developed and
updates the common default aversion and claim
forms, and updates the listing of common forms.

Chapter 3: Lender Participation

3.2 Schools Acting as Lenders and Aligns the Manual guidance for a school or school- Loans first disbursed under an ELT ~ 1016/148
Eligible Lender Trustee Relationships  affiliated organization that makes or originates loans  relationship on or after January 1,
through an eligible lender trustee with the final 2007.

egulations published November 1, 2007.

3.2 Schools Acting as Lenders and Adds a glossary definition that states that a school-  July 1, 2008. 1049/150
Eligible Lender Trustee Relationships  affiliated organization is any organization that is

directly or indirectly related to a school and includes,

but is not limited to: alumni organizations,

foundations, athletic organizations, or social,

academic, or professional organizations.

3.4.A Recordkeeping Requirements Adds that the holder of an electronically signed MPN  Electronically signed notes in 1038/150
must retain the original MPN for at least 3 years after  existence as of July 1, 2008, and all
all the loans made on the MPN have been satisfied.  electronically signed notes created
Also adds the documentation that the Department on or after July 1, 2008.
may require to resolve a factual dispute on a loan that
has been assigned to the Department, and expands
the disbursement record requirement.

Assignments made on or after

July 1, 2008. This aligns with the
suggested trigger event
recommendation document
submitted to the Department. If the
department publishes guidance with
a different triggering event, the
Common Manual will immediately
notify schools and lenders of the
change.
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Common Manual Section Description of Change Effective Date/Triggering Event

3.4.C Permitted and Prohibited Amends certain existing lender prohibitions, such that ~ Lender activities that occur on or 1039/150
Activities a lender is not permitted to offerCdirectly or after July 1, 2008.

indirectlyCpoints, premiums, payments, or other

inducements to any school or other party to secure

applications for FFELP loans or to secure FFELP loan

volume.

Clarifies certain prohibited lender activities, as
including, but not being limited to, providing
preferential rates for or access to the lender's other
financial products, computer hardware or non-loan
processing or non-financial aid-related software at
below-market rental or purchase cost, or printing and
distribution of college catalogs and other materials at
reduced or no cost.

Also adds a list of permissible lender activities.

3.4.D Borrower Defenses Provides that a borrower may assert certain claims July 1, 2008. 1025/149
and defenses against repayment of a loan received
for attendance at any post-secondary school, if the
loan was made by the school or a school-affiliated
organization, or was made by a lender that was
designated by the school, affiliated with the school, or
provided improper inducements to obtain the loan

business.
3.5.A Federal Origination Fee and States that, beginning with loans first disbursed on or  Loans first disbursed on or after 984/145
Lender Fee after October 1, 2007, a lender is charged a lender October 1, 2007.

fee equal to 1.0% of the principal amount of each
FFELP loan made.

3.5.C Credit Bureau Reporting Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149
provisions applicable to the spouses and parents of ~ and parents of September 11, 2001
September 11, 2001 victims contained in the Third victims on or after October 29, 2007.
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

3.5.C Credit Bureau Reporting

States that if a loan is discharged due to closed
school or false certification, a lender must request
that the credit bureau remove any negative or
inaccurate information regarding that loan from an
individual’s credit history.

States that federal due diligence requirements in
collecting any delinquent loan payments, as well as
federal credit bureau reporting requirements, do not
preempt the provisions of the Fair Credit Reporting
Act (FCRA) that provide relief to an individual while a
lender determines the legal enforceability of a loan
when the lender receives a valid identity theft report
or notification from a credit bureau of an alleged
identity theft.

States that for an individual to qualify for a loan
discharge due to false certification as a result of the
crime of identity theft, the individual must provide the
lender with a copy of a local, state, or federal court
verdict or judgment that conclusively determines that
the individual who is named as the borrower or
endorser of the loan was the victim of a crime of
identity theft by a perpetrator named in the verdict or
judgment.

States that the Department also ends its obligation to
pay federal interest benefits and special allowance to
a lender on the date the lender determines a loan to
be legally unenforceable based on the receipt of an
identity theft report or notification from a credit
bureau of an alleged identity theft.

Deletion of loans from credit bureau
records, loans discharged on or after
July 1, 2008. This aligns with the
suggested trigger event
recommendation document
submitted to the Department. If the
Department publishes guidance with
a different trigger event, the
Common Manual will immediately
notify schools and lenders of the
change.

Reports received on or after July 1,
2008, unless implemented earlier by
the lender on or after November 1,
2007. This aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.

False certification identity theft loan
discharge claims processed by the
lender on or after September 8,
2006.

Interest benefits and special
allowance billing discontinuance,
loans deemed unenforceable on or
after July 1, 2008. This aligns with
the suggested trigger event
recommendation document
submitted to the Department. If the
Department publishes guidance with
a different trigger event, the
Common Manual will immediately
notify schools and lenders of the
change.

1027/149

3.5.C Credit Bureau Reporting

Provides for the suspension of credit bureau reporting
and administrative forbearance for 120 days on any
loan for which the lender receives a valid identity
theft report or notification from a credit bureau of an
allegation of identity theft. The lender must determine
the legal enforceability of the loan. If a lender
determines that a loan does not qualify for a false
certification loan discharge as a result of the crime of
identity theft, but the loan is nonetheless legally
unenforceable against that individual, the lender must
notify the credit bureau of the determination.

Reports received on or after July 1,
2008, unless implemented earlier by
the lender on or after November 1,
2007. This aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.

1026/149

Summary of Changes Approved September 2007 through April 2008




Common Manual Section

Description of Change

Effective Date/Triggering Event

3.5.D Reporting Loan Information Requires that a lender report enrollment and loan Enrollment or loan status changes 1007/147
status information, or any loan-related information submitted to the guarantor or to the
that the Department may require, by the deadline Department on or after July 1, 2008
established by the Department. unless implemented earlier by the
lender and the guarantor on or after
November 1, 2007. This trigger
event aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.
3.9 Exceptional Performer Designation Removes from the manual all language that relates to  Claims originally filed by a lender on  1005/147
3.9.A Applying for the Designation an exceptional performer designation for a lender or  or after October 1, 2007.
3.9.8 Department Determination of s_e_rvicer, as well as all exceptional performer claim
Request for Designation filing requirements.
Chapter 4: School Participation
4.1.A Establishing Eligibility Clarifies that a school may certify loans of different Stafford and PLUS loans certified on ~ 980/144
types (Stafford or PLUS) in separate programs for the  or after December 1, 2006, unless
same enrollment period and same student. implemented earlier by the school.
4.4 Providing Information to Students  Places greater emphasis on the borrower’s right to Recommended lender lists provided ~ 1009/147
choose a FFELP lender, and incorporates new to students and parents on or after
regulatory requirements regarding the use of July 1, 2008.
recommended lender lists. Certifications based on the
Clarifies how schools that choose not to recommend  borrower’s choice of lender and/or
lenders may still provide information to assist guarantor, effective retroactive to the
borrowers with their choice of lender. implementation of the Common
Manual.
Ensuring that there is no delay in
certification and/or processing of the
loan based on the borrower’s choice
of lender or guarantor, effective for
loans certified by the school on or
after July 1, 2008.
4.4 Providing Information to Students  Incorporates entrance counseling requirements for Entrance and exit counseling 1028/149
4.4.C Entrance Counseling graduate or professional student PLUS loan provided by the school on or after
4.4D Exit Counseling borrowers. In addition, redundant text has been July 1, 2008, unless implemented
removed and other language has been added to earlier by the school on or after
improve the clarity of the school counseling 11/1/07.
requirements. Also, Appendix G’s definition of “Debt
Management Counseling” is modified by removing
reference to entrance counseling, and the definitions
of “Entrance Counseling” and “Exit Counseling” have
been expanded.
4.4.C Entrance Counseling Outlines two standards for notifying the borrower of ~ Loans disbursed on or after July 1, ~ 1029/149

4.5 Recordkeeping Requirements

his or her right to cancel a loan at the time of
disbursement, depending on whether the borrower
provided affirmative confirmation of his or her desire
to receive the loan. Also includes in the school
record-keeping requirements the indefinite retention
period for documentation of the confirmation process,
which first appeared in the 04-05 FSA Handbook.

2008, unless implemented earlier by
the school on or after November 1,
2007.

For the retention of documentation of
the confirmation process, the
publication date of the 04-05 FSA
Handbook.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

Chapter 5: Borrower Eligibility

5.1.B Student Eligibility Requirements  States that, in order to receive any Title IV aid other ~ Retroactive to the implementation of ~ 986/145
than a parent PLUS loan, the student must certify, as  the Common Manual.
part of the FAFSA, a statement of educational
purpose. To receive a parent PLUS loan without
completing a FAFSA, the student must complete and
submit to the school a separate statement of
educational purpose.
5.1.B Student Eligibility Requirements  Clarifies that the student must be enrolled or Retroactive to the implementation of ~ 968/142
accepted for enroliment on at least a half-time basis  the Common Manual.
to be eligible for a Stafford or PLUS loan.
5.1.C Graduate or Professional States that each PLUS borrower must certify a Retroactive to the implementation of ~ 969/142
Student and Parent PLUS Loan statement of educational purpose, which is fulfilled by ~ the Common Manual.
Borrower Eligibility Requirements the borrower’s certification of the PLUS MPN.
Revised policy also corrects the regulatory citation for
this requirement.
5.2 Federal Data Matches Removes from Appendix F, FFELP Community Implementation of any federal data 981/144
5.2.A Citizenship Data Match Initiatives, the information on the NSLDS data match  match is determined by the
5.2. Prior Overpayment and afids it to §ect|0n 5.2 Federal Data Matches. Also  Department.
5.2E Prior Default adds information on the DOJ data match, the USCIS
data match, and the VA data match. Current
references in 5.2.A to the Immigration and
Naturalization Service (INS) have been replaced with
references to the USCIS, which now performs the
citizenship data match.
5.2.A Citizenship Data Match Updates the information on acceptable Implementation of a federal 1000/146
documentation for verification of eligible U.S. Citizens  citizenship form is determined by the
and Nationals and Eligible Noncitizens. Department.
5.2.A Citizenship Data Match Adds victims of human trafficking and their relatives ~ FFELP loans certified by the school 992/146

as eligible noncitizens for purposes of determining
eligibility for Title IV assistance.

on or after May 11, 2006.
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Common Manual Section Description of Change Effective Date/Triggering Event

5.4.A Conditional Discharge of a Prior ~ States that a borrower is not eligible for a total and Total and permanent disability 1040/150
Loan Due to Total and Permanent permanent disability loan discharge if the borrower applications received by the lender
Disability receives a new Title IV loan after the date the on or after July 1, 2008.

physician completes and certifies the loan discharge
application. Adds revisions that state that a
borrower’s 3-year conditional discharge period is
prospective from the date that the physician
completes and signs the loan discharge application. If
the lender receives the discharge application after the
borrower’s 90-day return time frame, the borrower
must have the physician complete a new application
and the lender must receive the application within 90
days of the physician’s certification of the new
discharge application. Revised policy adds
information regarding additional medical evidence
that the borrower must provide to the Department,
upon the Department’s request, if the borrower’s
application does not conclusively prove that the
borrower is disabled

July 1, 2008, for administrative
forbearance related to total and
permanent disability.

Also removes language that states that a lender may
apply an “initial” administrative forbearance on the
borrower’s loan, not to exceed 60 days, from the date
that a borrower initially advises the lender that he or
she is totally and permanently disabled through the
date that the lender receives the physician’s
certification of the disability or a letter from the
physician stating that additional time is needed to
make the disability determination.

5.11 Student Enrollment States that a course of study that uses direct September 8, 2006. 993/146
Requirements assessment rather than credit hours or clock hours is

not an eligible course for purposes of teacher

certification or recertification.

Chapter 6: School Certification

6.1 Defining an Academic Year Provides that, for the purposes of determining the Loans certified on or after July 1, 1042/150
Figure 6-2 Frequency of Stafford frequency with which a student may receive the 2008, unless implemented earlier by
Annual Loan Limits annual loan limits, nonstandard term-based credit- the school on or after November 1,

hour programs are now divided into two categories: ~ 2007.
those with terms of substantially equal length, with

each term containing no less than nine weeks of

instructional time; and those with terms that are not
substantially equal or that include terms that are not

at least nine weeks long.

Nonstandard term-based credit-hour programs with
terms that meet these length requirements are now
treated like standard term-based credit-hour
programs for the purpose of determining the
frequency of annual loan limits. A student enrolled in
such a program enters a new academic year for
annual loan limit purposes when the calendar time for
the academic year has elapsed.
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Common Manual Section Description of Change Effective Date/Triggering Event

6.1 Defining an Academic Year Clarifies that a school may use a SAY or BBAY to Publication date of the 05-06 FSA 1030/149
Figure 6-2 Frequency of Stafford determine Stafford annual loan limit frequency and Handbook.
Annual Loan Limits determine the parent or Grad PLUS loan period for a

student who is enrolled in a standard term-based
program that is offered in a traditional academic year
calendar, including such a program that is comprised
of modules. Revised policy also broadens the
definition of a BBAY to acknowledge its use in all
types of programs and provides new detail
concerning the use of a BBAY in standard term-based
programs that do, and do not, have a traditional
academic year calendar.

6.1 Defining an Academic Year Includes new guidance from the 07-08 FSA Handbook  Publication date of the 07-08 FSA 1018/148
stating that when a student transfers from a graduate  Handbook.
program to an undergraduate program within an
academic year, the undergraduate loan limit for the
student’s grade level applies, but amounts previously
borrowed at the graduate level within the same
academic year do not count against the
undergraduate annual loan limit. The total amount
awarded for the academic year may not exceed the
higher, (graduate/professional) annual loan limit.

6.2 Determining the Loan Period States that the maximum period for which a school Loan periods beginning on or after 1019/150
may certify a Stafford or PLUS loan is an academic July 1, 2008. This aligns with the
year, and eliminates the 12-month maximum. suggested trigger event

recommendation document
submitted to the Department. If the
Department publishes guidance with
a different trigger event, the
Common Manual will immediately
notify schools and lenders of the
change.

Clarifies that the maximum period of time for which a
school may certify a loan is the calendar period of
time in which a student is expected to successfully
complete the credit or clock hours and the
instructional weeks in the Title IV academic year.

6.2 Determining the Loan Period Reduces the minimum loan period to a single term for  Loan periods beginning on or after 1043/150
a non-standard term-based credit-hour program with ~ July 1, 2008, unless implemented
terms that are substantially equal in length and for earlier by the school on or after
which no term is less than nine weeks in length. Also  November 1, 2007.
provides that the minimum loan period for a student
who transfers, or completes one program and begins
another within an academic year, is the shorter of the
remainder of the program or the remainder of the
academic year associated with the previous program.

6.2 Determining the Loan Period States that a school may include a retroactive period  Publication date of the 03-04 FSA 976/143
in a loan period when certifying a Stafford or PLUS Handbook.
loan if the student completed the retroactive period
on at least a half-time basis. Requires the school to
ensure that a loan period that includes a retroactive
period does not exceed the maximum allowable loan
period as currently described in this section, and that
it meets applicable criteria for determining the
frequency of Stafford annual loan limits. Adds cross-
references to other pertinent sections and text.

6.2 Determining the Loan Period Clarifies that, if the student’s loss of eligibility was Publication date of the 96-97 FSA 999/146
based on a failure to meet satisfactory academic Handbook.
progress standards, the school must comply with its
written satisfactory academic progress policy, if the
written policy provides that the student’s eligibility
will be reinstated at a later point.

Summary of Changes Approved September 2007 through April 2008 vii




Common Manual Section Description of Change Effective Date/Triggering Event

6.3 Determining Payment Periods States that the payment periods for a program Disbursements delivered by the 1044/150
measured in credit hours with standard terms or with  school on or after July 1, 2008.
non-standard terms that are substantially equal in
length, for all Title IV programs, must correspond with
the terms in the academic year. For all other types of
academic programs, for FFELP funds, the loan period
must be divided into two payment periods.

For the purpose of these payment period definitions,
revised policy defines “substantially equal in length”
and “successful completion,” and describes the
effect of excused absences when determining
whether a student has successfully completed the
payment period in a clock hour program.

Provides additional information about the payment
period for a student who returns to the same program
after 180 days or, at any time, either transfers into a
different program at the same school or enrolls in

another school.
6.3.B Standard Term-Based Programs  Clarifies that a school may use a SAY or BBAY to Publication date of the 05-06 FSA 1030/149
Offered in Modules determine Stafford annual loan limit frequency and Handbook.

determine the parent or Grad PLUS loan period for a
student who is enrolled in a standard term-based
program that is offered in a traditional academic year
calendar, including such a program that is comprised
of modules. Revised policy also broadens the
definition of a BBAY to acknowledge its use in all
types of programs and provides new detail
concerning the use of a BBAY in standard term-based
programs that do, and do not, have a traditional
academic year calendar.

6.4.B When Disbursements May Be States that the payment periods for a program Disbursements delivered by the 1044/150
Scheduled Made measured in credit hours with standard terms or with  school on or after July 1, 2008.

non-standard terms that are substantially equal in

length, for all Title IV programs, must correspond with

the terms in the academic year. For all other types of

academic programs, for FFELP funds, the loan period

must be divided into two payment periods.

For the purpose of these payment period definitions,
revised policy defines “substantially equal in length”
and “successful completion,” and describes the
effect of excused absences when determining
whether a student has successfully completed the
payment period in a clock hour program.

Provides additional information about the payment
period for a student who returns to the same program
after 180 days or, at any time, either transfers into a
different program at the same school or enrolls in
another school.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

6.9 Defining Enrollment Status For an undergraduate program, a school’s definition ~ Enrollment periods that begin onor ~ 1031/149

of half-time enroliment must amount to at least half  after July 1, 2008, unless

of the academic workload of the applicable minimum  implemented earlier by the school on

full-time enrollment definition for that program. More  or after November 1, 2007. This

clearly states that a school must define full-time aligns with the suggested trigger

enrollment status for each of its undergraduate, event recommendation document

graduate, or professional programs. submitted to the Department. If the

Aligns Section 6.9 with glossary information about Department pubhshes guidance with

the enrollment status for a student enrolled solely in a a different trigger e.VeT“* the .
Common Manual will immediately

correspondence program, and further expands that .

) - notify schools and lenders of the

section to include regulatory updates that address change

enrollment status for a student who is enrolled in a '

non-correspondence program and combines Retroactive to the implementation of

correspondence with regular coursework. the Common Manual for the
following:

« Determining enroliment status for
a student enrolled solely in a
correspondence program.

« Defining full-time enrollment for
each of a school’s
undergraduate, graduate, and
professional programs.

6.11.A Stafford Annual Loan Limits Includes new guidance from the 07-08 FSA Handbook  Publication date of the 07-08 FSA 1018/148
stating that when a student transfers from a graduate  Handbook.
program to an undergraduate program within an
academic year, the undergraduate loan limit for the
student’s grade level applies, but amounts previously
borrowed at the graduate level within the same
academic year do not count against the
undergraduate annual loan limit. The total amount
awarded for the academic year may not exceed the
higher, (graduate/professional) annual loan limit.
6.11.A Stafford Annual Loan Limits States that a dependent student who is taking Loans first disbursed on or after 964/142
Figure 6-4 Stafford Undergraduate preparatory coursework necessary for enrollmentin  July 1, 2007.
Annual and Aggregate Loan Limits an undergraduate program is eligible to borrow the
base Stafford annual loan limit of $2,625. An
independent student, or a dependent student whose
parent is not eligible for a PLUS loan, who is taking
preparatory coursework necessary for enrollment in
an undergraduate program is eligible to borrow a
combined subsidized and unsubsidized Stafford
annual loan limit of up to $6,625, of which no more
than $2,625 may consist of subsidized Stafford loan
funds.
Updates Figure 6-4 to include the additional
unsubsidized Stafford annual loan limit for an
independent student, or a dependent student whose
parent is not eligible for a PLUS loan, who is enrolled
in preparatory coursework necessary for enroliment
in an undergraduate program.
6.11.D Increased Unsubsidized States that a health profession student must be Loan periods beginning on or after 965/142

Stafford Loan Limits for Health
Profession Students

enrolled at least half time to be eligible for increased
unsubsidized Stafford loan limits.

May 1, 1999.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

6.11.F Prorated Loan Limits States that loan proration is not required for a student ~ Retroactive to the implementation of ~ 977/143
completing coursework necessary for a professional ~ the Common Manual.
credential or certification from a state if that
credential or certification is required for employment
as a teacher in an elementary or secondary school in
that state.
6.15 School Certification of the Loan  Places greater emphasis on the borrower’s right to Recommended lender lists provided ~ 1009/147
choose a FFELP lender, and incorporates new to students and parents on or after
regulatory requirements regarding the use of July 1, 2008.
“recommended lender lists.”
Certifications based on the
Clarifies how schools that choose not to recommend  borrower’s choice of lender and/or
lenders may still provide information to assist guarantor, effective retroactive to the
borrowers with their choice of lender. implementation of the Common
Manual.
Ensuring that there is no delay in
certification and/or processing of the
loan based on the borrower’s choice
of lender or guarantor, effective for
loans certified by the school on or
after July 1, 2008.
6.15.B Stafford Loan Certification Clarifies that the student must be enrolled or Retroactive to the implementation of ~ 968/142
6.15.C PLUS Loan Certification accepted for enrollment on at least a half-time basis  the Common Manual.
to be eligible for a Stafford or PLUS loan.
6.15.C PLUS Loan Certification Requires the school to provide to a Grad PLUS Grad PLUS loans certified by the 1011/147
applicant information regarding his or her eligibility school on or after July 1, 2008,
for a Stafford loan, comparative information on the unless implemented earlier by the
two loan programs, and an opportunity to apply for school on or after November 1,
the maximum Stafford eligibility, if he or she has not ~ 2007.
already done so.
6.15.D Additional Unsubsidized Clarifies that a dependent student enrolled in a school ~ Retroactive to the implementation of ~ 970/142
Stafford Loan Certification for a that participates in the PLUS loan program whose the Common Manual.
Dependent Student parent is unable to obtain a PLUS loan is eligible to
borrow additional unsubsidized Stafford loan funds,
not to exceed the student’s maximum additional
unsubsidized Stafford loan limit. A school does not
have the option of denying the additional funds to an
otherwise eligible student, unless the school’s refusal
to certify is based on a documented reason.
6.15.D Additional Unsubsidized Places into a bulleted format the list of exceptional Retroactive to the implementation of ~ 987/145

Stafford Loan Certification for a
Dependent Student

circumstances that may prevent a dependent
student’s parent from obtaining a PLUS loan. Also
clarifies that if the school refuses to certify a loan for
which the student is eligible, or refuses to certify the
full amount of unsubsidized loan funds for which the
student is eligible, the school must document the
reason.

the Common Manual.
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Description of Change

Effective Date/Triggering Event

6.15.E Refusing to Certify a Loan or Clarifies that a school may not establish any one of Publication date of the 07-08 FSA 1017/148
Reducing Borrower Eligibility the following general policies: Handbook for the prohibition against
« Limiting the number of times a student who is a general policy that limits the
making satisfactory academic progress may have ~number of times a student may have
a full Stafford annual loan limit at any one grade & full annual loan limit at any grade
level, level.
« Prorating the Stafford annual loan limit based on a
student’s enrollment status, such as when the Publication date of the 05-06 FSA
student is enrolled less than full-time, or is Handbook for the prohibition against
enrolled for less than a full academic year thatis  a general policy of prorating the
not a final period of study. annual loan limit based on a
« Certifying a Stafford loan only for the amount student’s enroliment status.
needed to cover school charges.
- Limiting unsubsidized Stafford borrowing by Publication date of the 03-04 FSA
independent students. Handbook for the prohibition against
a general policy that:
« Limits borrowing to the amount
needed to cover school charges.
« Limits unsubsidized Stafford
borrowing by independent
students.
6.16 Applying for Federal Stafford and ~ Clarifies that when an endorser is used, the PLUS Effective for PLUS MPNs used for 1021/148
PLUS Loans MPN becomes a “single-loan” promissory note loan periods beginning on or after
because the endorser is liable only for the specific July 1, 2003.
loan that he or she agreed to endorse. The lender
must obtain a new MPN and new endorser addendum
if the PLUS borrower (parent or student) requests an
increase in the loan amount or a subsequent new
PLUS loan.
Chapter 7: Loan Origination
7.2.A Lender Responsibilities under a  Outlines two standards for notifying the borrower of ~ Loans disbursed on or after July 1, ~ 1029/149

Master Promissory Note

his or her right to cancel a loan at the time of
disbursement, depending on whether the borrower
provided affirmative confirmation of his or her desire
to receive the loan. Also includes in the school
record-keeping requirements the indefinite retention
period for documentation of the confirmation process,
which first appeared in the 04-05 FSA Handbook.

2008, unless implemented earlier by
the school on or after November 1,
2007.

For the retention of documentation of
the confirmation process, the
publication date of the 04-05 FSA
Handbook.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

7.4.A Current Stafford Interest Rates  States that the interest rate on all Stafford loans first ~ Subsidized Stafford loans at a fixed ~ 1032/149
7.4.C Previous Stafford Interest Rates ~ disbursed on or after July 1, 2006, is a fixed rate of  interest rate of 6% that are first
Figure 7-1 Stafford Loan Interest 6.8%, except for subsidized Stgfford_loans made to  disbursed to undergraduate
Rates undergraduate borrowers and first disbursed as borrowers on or after July 1, 2008,
follows: and before July 1, 2009.
+ Onor after July 1, 2008, and before July 1, 2009,  gnsidized Stafford loans at a fixed
the fixed interest rate is 6%. interest rate of 5.6% that are first
+ Onor after July 1, 2009, and before July 1, 2010,  dishursed to undergraduate
the fixed interest rate is 5.6%. borrowers on or after July 1, 2009,
« Onor after July 1, 2010, and before July 1, 2011, and before July 1, 2010.
o oo
the fixed interest rate is 4.8%. Subsidized Stafford loans at a fixed
+ Onorafter July 1, 2011, and before July 1, 2012,  interest rate of 4.8% that are first
the fixed interest rate is 3.4%. disbursed to undergraduate
borrowers on or after July 1, 2010,
and before July 1, 2011.
Subsidized Stafford loans at a fixed
interest rate of 3.4% that are first
disbursed to undergraduate
borrowers on or after July 1, 2011,
and before July 1, 2012.
7.6.A General Initial Disclosure Removes the requirement that the lender disclose to  Disclosures provided by the lenderto ~ 988/145
Requirements the borrower in the initial disclosure, information on  a borrower on or after July 1, 2006.
how the interest rate is calculated.
7.8 Processing the Federal Default States that if a federal default fee for a loan is not Federal default fees remitted by 1037/150
Fee (Formerly the Guarantee Fee) remitted within 45 calendar days after disbursement  lenders for loan disbursements on or
of the loan proceeds by the lender, the guarantor may  after July 1, 2008.
cancel the guarantee on the loan.
Chapter 8: Loan Delivery
8.2.A Initial Notice of Funds Outlines two standards for notifying the borrower of ~ Loans disbursed on or after July 1, ~ 1029/149
8.2.B Confirmation Requirements for  is or her right to cancel a loan at the time of 2008, unless implemented earlier by
the Multi-Year Feature of the MPN disbursement, depending on whether the borrower  the school on or after November 1,
8.2.C School Notice of Credit to provided affirmative confirmation of his or her desire  2007.
Student Account o receive th_e loan. Also includes n thg s_chool ) For the retention of documentation of
. record-keeping requirements the indefinite retention C
8.2.D Borrower Notice to Cancel Loan . ) o the confirmation process, the
) . o period for documentation of the confirmation process, ublication date of the 04-05 ESA
Figure 8-1 FFELP Written Notification/  yyhich first appeared in the 04-05 FSA Handbook. E dbook
Authorization Requirements andboox.
8.3 Required Authorizations States that a school must obtain a parent PLUS Publication date of the 97-98 FSA 982/144
borrower’s written authorization to deliver parent Handbook.
PLUS loan funds directly to the student, in addition to
any other authorization it must obtain from the
student (e.g., an authorization to deliver funds to the
student’s bank account or to the student’s stored-
value card).
8.3 Required Authorizations Removes the requirement for a school to obtain a Funds deposited by EFT directly into  1045/150

borrower’s authorization to deposit FFELP loan
proceeds into a borrower’s designated bank account.
Revised policy also incorporates regulatory expansion
in a school’s establishment of stored-value and
prepaid debit cards.

a student’s or parent borrower’s
bank account or stored-value card
by a school on or after July 1, 2008,
unless implemented earlier by the
school on or after November 1,
2007.

Summary of Changes Approved September 2007 through April 2008
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8.3 Required Authorizations

Figure 8-1 FFELP Written Notification/
Authorization Requirements

States that a school may credit a student’s account
with Title IV funds from the current year to satisfy
prior-year charges of up to $200. The school is not
required to obtain the borrower’s authorization for
credits to prior-year charges for tuition, fees, room,
and board, but is required to obtain the borrower’s
authorization for credit to prior-year charges for other
educationally related expenses.

Educationally related charges paid
by a school on or after July 1, 2008,
unless implemented earlier by the
school on or after November 1,
2007.

1015/148

8.6 Managing Overawards

Clarifies that an overaward may occur not only from a
student’s receipt of additional Title IV funds, but also
from the receipt of additional non-Title IV financial
assistance, such as a scholarship or an alternative
loan.

Retroactive to the implementation of
the Common Manual.

989/145

8.7.B Delivering Second and
Subsequent Disbursements

States that the payment periods for a program
measured in credit hours with standard terms or with
non-standard terms that are substantially equal in
length, for all Title IV programs, must correspond with
the terms in the academic year. For all other types of
academic programs, for FFELP funds, the loan period
must be divided into two payment periods.

For the purpose of these payment period definitions,
revised policy defines “substantially equal in length”
and “successful completion,” and describes the
effect of excused absences when determining
whether a student has successfully completed the
payment period in a clock hour program.

Provides additional information about the payment
period for a student who returns to the same program
after 180 days or, at any time, either transfers into a
different program at the same school or enrolls in
another school.

Disbursements delivered by the
school on or after July 1, 2008.

1044/150

8.7.E Late Delivery

Extends t0180 days the time frame for the delivery of
a late disbursement of FFELP loan funds but
eliminates the option for the school to obtain
Department approval for a late delivery of loan funds
after the 180-day period expires. Also extends the
time frame for making a post-withdrawal
disbursement of loan funds to 180 days after the
school determines the student withdrew. A new Sub-
subsection is added to the text to address the
differences between the requirements for the post-
withdrawal disbursement of Title IV grant funds and
the post-withdrawal disbursement of Title IV loan
funds.

Late disbursements delivered by the
school on or after July 1, 2008.
Post-withdrawal disbursements
delivered by the school on or after
July 1, 2008.

994/146

8.7.H Delivery Methods

Removes the requirement for a school to obtain a
borrower’s authorization to deposit FFELP loan
proceeds into a borrower’s designated bank account.
Revised policy also incorporates regulatory expansion
in a school’s establishment of stored-value and
prepaid debit cards.

Funds deposited by EFT directly into
a student’s or parent borrower’s
bank account or stored-value card
by a school on or after July 1, 2008,
unless implemented earlier by the
school on or after November 1,
2007.

1045/150
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8.7.H Delivery Methods States that a school may credit a student’s account ~ Educationally related charges paid 1015/148
with Title IV funds from the current year to satisfy by a school on or after July 1, 2008,
prior-year charges of up to $200. The school is not unless implemented earlier by the
required to obtain the borrower’s authorization for school on or after November 1,
credits to prior-year charges for tuition, fees, room, 2007.
and board, but is required to obtain the borrower’s
authorization for credit to prior-year charges for other
educationally related expenses.
8.9.A Return of Undelivered Loan Provides that the school must return unclaimed Loan funds delivered by the school ~ 1046/150
Funds FFELP loan funds to the lender. Permits the school to  on or after July 1, 2008, unless
make subsequent attempts to deliver the funds fora  implemented earlier by the school on
period of up to 240 days, but if the borrower or or after November 1, 2007.
student has not received or negotiated the funds by
the end of that period, the school is required to return
the loan funds to the FFELP lender. If the school
chooses not to make additional attempts to deliver
the funds, the loan funds must be returned to the
FFELP lender within 45 days of the date the funds
were returned or rejected.
Figure 8-3 School Requirements Incorporates entrance counseling requirements for Entrance and exit counseling 1028/149
before Delivering a FFELP Loan graduate or professional student PLUS loan provided by the school on or after
borrowers. In addition, redundant text has been July 1, 2008, unless implemented
removed and other language has been added to earlier by the school on or after
improve the clarity of the school counseling 11/1/07.
requirements. Also, Appendix G’s definition of “Debt
Management Counseling” is modified by removing
reference to entrance counseling, and the definitions
of “Entrance Counseling” and “Exit Counseling” have
been expanded.
Figure 8-6 Delivery or Return of Loan  Adds a footnote clarifying that the required Retroactive to the implementation of ~ 971/142
Funds authorization for the school to deliver loan funds the Federal Stafford Loan Master
received by EFT or master check is included on the Promissory Note.
MPN. However, if the MPN is signed by a third party
with power of attorney for the borrower, the school
must obtain a separate authorization from the
borrower, except in the case of a study-abroad
student.
Chapter 9: School Reporting Responsibilities and the Return of Title IV Funds
9.5 Return of Title IV Funds Clarifies that refund information must be provided Retroactive to the implementation of  1013/147

upon request, and places the requirements into a
bulleted format for clarity.

the Common Manual.
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9.5.A Return Amounts for Title IV
Grant and Loan Programs

States that the payment periods for a program
measured in credit hours with standard terms or with
non-standard terms that are substantially equal in
length, for all Title IV programs, must correspond with
the terms in the academic year. For all other types of
academic programs, for FFELP funds, the loan period
must be divided into two payment periods.

For the purpose of these payment period definitions,
revised policy defines “substantially equal in length”
and “successful completion,” and describes the
effect of excused absences when determining
whether a student has successfully completed the
payment period in a clock hour program.

Provides additional information about the payment
period for a student who returns to the same program
after 180 days or, at any time, either transfers into a
different program at the same school or enrolls in
another school.

Disbursements delivered by the
school on or after July 1, 2008.

1044/150

9.5.A Return Amounts for Title IV
Grant and Loan Programs

Extends t0180 days the time frame for the delivery of
a late disbursement of FFELP loan funds but
eliminates the option for the school to obtain
Department approval for a late delivery of loan funds
after the 180-day period expires. Also extends the
time frame for making a post-withdrawal
disbursement of loan funds to 180 days after the
school determines the student withdrew. A new Sub-
subsection is added to the text to address the
differences between the requirements for the post-
withdrawal disbursement of Title IV grant funds and
the post-withdrawal disbursement of Title IV loan
funds.

Late disbursements delivered by the
school on or after July 1, 2008.
Post-withdrawal disbursements
delivered by the school on or after
July 1, 2008.

994/146

Chapter 10: Loan Servicing

10.4.A Stafford Loan Repayment Start
Date

Clarifies that, for purposes of converting Stafford
loans to repayment, the lender must use the day-
specific method.

Effective for Stafford loans converted
to repayment on or after March 1,
1997, unless implemented earlier by
the lender or guarantor.

1014/148

10.8.A Standard Repayment Schedule

Aligns Subsection 10.8.A with Section 10.8, which
requires a lender to establish a standard repayment
schedule for a borrower who does not select another
repayment schedule within 45 days of being notified
of his or her options.

Repayment schedules requested or
established on or after October 7,
1998.

1012/147

10.9.C Excess Interest Rebates

Revises Subsection 10.9.C to remove historic
information on excess interest rebates, called
“windfall profits,” which were last required in 1994,
This information is present in Section H.2 of the
History Appendix. The historic information is being
replaced with the current requirement for excess
interest rebates (as currently listed in Figure A-3 in
Appendix A), effective for loans first disbursed on or
after April 1, 2006.

December 20, 2007

990/145

L]
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10.10.A Permitted Capitalization

Incorporates into the Manual loan discharge
provisions applicable to the spouses and parents of
September 11, 2001 victims contained in the Third
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

Loan discharges granted to spouses  1024/149
and parents of September 11, 2001

victims on or after October 29, 2007.

10.10.B Capitalization Frequency

Permits the lender to capitalize unsubsidized interest
that accrues on a Consolidation loan during periods of
in-school deferment only at the end of the deferment
period, rather than on a quarterly basis, as previously
allowed.

Unsubsidized interest capitalized on ~ 1006/147
Consolidation loans for periods of in-

school deferment on or after July 1,

2008, unless implemented earlier by

the lender on or after November 1,

2007.

Chapter 11: Deferment and Forbearance

11.1.A General Deferment Eligibility
Criteria

Expands existing guidance by adding to the Common
Manual an explanation of how lenders may grant
administrative forbearance to a loan during a time
when a nondisabled comaker is solely responsible for
the repayment of the loan.

Administrative forbearances 995/146
processed by a lender on or after
July 1, 2007, unless implemented

earlier by the guarantor.

Figure 11-1 Deferment Eligibility Chart

Modifies the previous title “military deferment” to
“military service” and adds a new section regarding
the military active duty student deferment. This
deferment is available for a period of up to 13 months
to a borrower who is a member of the National Guard
or Armed Forces Reserve (including a member who is
in a retired status) and is called or ordered to active
duty service while enrolled in an eligible school at the
time of, or within 6 months prior to, his or her
activation.

Eliminates the time limit on military deferment and
states that a military service deferment is available to
a borrower who has an outstanding balance on any
loan for all periods of active duty service that include
October 1, 2007, or begin on or after that date.

States that the military service deferment period is
extended for an additional 180 days after the date the
borrower is demobilized from active duty service.
Also states that a military service deferment may be
granted to a borrower whose deferment eligibility
expired due to the prior 3-year limitation, if that
borrower was still serving on eligible active duty on or
after October 1, 2007.

Deferment requests granted or 1048/150
extended by the lender on or after

October 1, 2007.

11.3.A Eligibility Criteria—Armed
Forces

States that a borrower or a borrower’s representative
must request the armed forces and the military
deferments.

Armed forces and military 1008/147
deferments granted on or after
July 1, 2008, can be implemented
early by the lender on or after
November 1, 2007. This trigger
event aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.
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11.3.A Eligibility Criteria—Armed Moves text concerning Operations Desert Shield/ September 20, 2007 974/142
Forces Desert Storm to the history appendix.
11.3.C Length of Deferment—Armed
Forces
11.4.A Eligibility Criteria—Economic  States that a borrower who is receiving a payment or ~ Economic hardship deferments 944/143
Hardship benefit under a federal or state public assistance granted by the lender on or after

program, such as Aid to Families with Dependent January 1, 2008, unless

Children, Supplemental Security Income, Food implemented earlier by the lender.

Stamps, or state general public assistance is eligible

to receive an economic hardship deferment.
11.4.A Eligibility Criteria—Economic  Amends the deferment eligibility requirement to Economic Hardship deferment 1047/150
Hardship reflect that the borrower’s monthly income may not  requests made on or after October 1,

exceed an amount equal to 150% of the poverty line  2007.

applicable to the borrower’s family size and updates

the glossary definition accordingly.
11.4 Economic Hardship Deferment  Allows a lender to grant certain types of deferments ~ Deferment requests granted by the ~ 1033/149
11.5 Graduate Fellowship Deferment 10 a new borrower (i.e., first borrowed on or after lender on or after July 1, 2008,
11.9 Military Service Deferment July 1, 1993) based on a deferment granted by unless implemented earlier by the

another FFELP loan holder or the Department. A lender on or after November 1,

lender may grant the deferment using the simplified ~ 2007. This aligns with the suggested

process if the borrower requests it verbally or in trigger event recommendation

writing and based on information from the other document submitted to the

FFELP loan holder, the Department, or an Department. If the Department

authoritative electronic database maintained or publishes guidance with a different

authorized by the Department. trigger event, the Common Manual

will immediately notify schools and
lenders of the change.

11.8 Military Active Duty Student Modifies the previous title “military deferment” to Deferment requests granted or 1048/150

Deferment

11.8.A Eligibility Criteria—Military
Active Duty Student

11.8.B Deferment Documentation—
Military Active Duty Student

11.8.C Length of Deferment—Military
Active Duty Student

11.8.D Simplified Deferment
Processing

11.9 Military Service Deferment
11.9.A Eligibility Criteria—Military
Service

11.9.B Deferment Documentation—
Military Service

11.9.C Length of Deferment—Military
Service

“military service” and adds a new section regarding
the military active duty student deferment. This
deferment is available for a period of up to 13 months
to a borrower who is a member of the National Guard
or Armed Forces Reserve (including a member who is
in a retired status) and is called or ordered to active
duty service while enrolled in an eligible school at the
time of, or within 6 months prior to, his or her
activation.

Eliminates the time limit on military deferment and
states that a military service deferment is available to
a borrower who has an outstanding balance on any
loan for all periods of active duty service that include
October 1, 2007, or begin on or after that date.

States that the military service deferment period is
extended for an additional 180 days after the date the
borrower is demobilized from active duty service.
Also states that a military service deferment may be
granted to a borrower whose deferment eligibility
expired due to the prior 3-year limitation, if that
borrower was still serving on eligible active duty on or
after October 1, 2007.

extended by the lender on or after
October 1, 2007.
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11.9.B Deferment Documentation—  States that a borrower or a borrower’s representative ~ Armed forces and military 1008/147
Military Service must request the armed forces and the military deferments granted on or after
deferments. July 1, 2008, can be implemented
early by the lender on or after
November 1, 2007. This trigger
event aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.
11.14 Rehabilitation Training Program  Allows a lender to grant certain types of deferments ~ Deferment requests granted by the ~ 1033/149
Deferment to a new horrower (i.e., first borrowed on or after lender on or after July 1, 2008,
11.18 Unemployment Deferment July 1, 1993) based on a deferment granted by unless implemented earlier by the
another FFELP loan holder or the Department. A lender on or after November 1,
lender may grant the deferment using the simplified ~ 2007. This aligns with the suggested
process if the borrower requests it verbally or in trigger event recommendation
writing and based on information from the other document submitted to the
FFELP loan holder, the Department, or an Department. If the Department
authoritative electronic database maintained or publishes guidance with a different
authorized by the Department. trigger event, the Common Manual
will immediately notify schools and
lenders of the change.
11.20.F Forbearance of a Loan fora  Expands existing guidance by adding to the Common  Administrative forbearances 995/146
Comaker during the TPD Conditional Manual an explanation of how lenders may grant processed by a lender on or after
Period administrative forbearance to a loan during a time July 1, 2007, unless implemented
when a nondisabled comaker is solely responsible for  earlier by the guarantor.
the repayment of the loan.
11.21.D False Certification as a Result ~ Provides for the suspension of credit bureau reporting  Reports received on or after July 1, ~ 1026/149
of the Crime of Identity Theft and administrative forbearance for 120 days onany 2008, unless implemented earlier by
loan for which the lender receives a valid identity the lender on or after November 1,
theft report or notification from a credit bureau of an ~ 2007. This aligns with the suggested
allegation of identity theft. The lender must determine  trigger event recommendation
the legal enforceability of the loan. If a lender document submitted to the
determines that a loan does not qualify for a false Department. If the Department
certification loan discharge as a result of the crime of ~ publishes guidance with a different
identity theft, but the loan is nonetheless legally trigger event, the Common Manual
unenforceable against that individual, the lender must  will immediately notify schools and
notify the credit bureau of the determination. lenders of the change.
Figure 11-2 Forbearance Eligibility Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149

Chart

11.21.P Spouses and Parents of
September 11, 2001, Victims

provisions applicable to the spouses and parents of
September 11, 2001 victims contained in the Third
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

and parents of September 11, 2001
victims on or after October 29, 2007.
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Figure 11-2 Forbearance Eligibility States that a borrower is not eligible for a total and Total and permanent disability 1040/150
Chart permanent disability loan discharge if the borrower applications received by the lender

11.21.Q Total and Permanent receives a new Title IV loan after the date the on or after July 1, 2008.

Disability physician completes and certifies the loan discharge July 1, 2008, for administrative

application. Adds revisions that state that a
borrower’s 3-year conditional discharge period is
prospective from the date that the physician
completes and signs the loan discharge application. If
the lender receives the discharge application after the
borrower’s 90-day return time frame, the borrower
must have the physician complete a new application
and the lender must receive the application within 90
days of the physician’s certification of the new
discharge application. Revised policy adds
information regarding additional medical evidence
that the borrower must provide to the Department,
upon the Department’s request, if the borrower’s
application does not conclusively prove that the
borrower is disabled

forbearance related to total and
permanent disability.

Also removes language that states that a lender may
apply an “initial” administrative forbearance on the
borrower’s loan, not to exceed 60 days, from the date
that a borrower initially advises the lender that he or
she is totally and permanently disabled through the
date that the lender receives the physician’s
certification of the disability or a letter from the
physician stating that additional time is needed to
make the disability determination.

L]
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Chapter 12: Due Diligence in Collecting Loans

Introduction States that if a loan is discharged due to closed Deletion of loans from credit bureau  1027/149
school or false certification, a lender must request records, loans discharged on or after
that the credit bureau remove any negative or July 1, 2008. This aligns with the
inaccurate information regarding that loan from an suggested trigger event
individual’s credit history. recommendation document
States that federal due diligence requirements in submitted to the .Departrr.]ent. i thg
collecting any delinquent loan payments, as well as Department publlshes quidance with
federal credit bureau reporting requirements, do not a different trigger e.VeT“* the .
preempt the provisions of the Fair Credit Reporting C°r_“m°” Manual will immediately
Act (FCRA) that provide relief to an individual while a notify schools and lenders of the
lender determines the legal enforceability of a loan change.
when the lender receives a valid identity theft report  Reports received on or after July 1,
or notification from a credit bureau of an alleged 2008, unless implemented earlier by
identity theft. the lender on or after November 1,
States that for an individual to qualify for a loan 2(_)07' This aligns with the syggested
discharge due to false certification as a result of the trigger event rec_ommendatlon
crime of identity theft, the individual must provide the document submitted to the
lender with a copy of a local, state, or federal court Depqrtment. .lf the Departmgnt
verdict or judgment that conclusively determines that pl_thshes Quidance with a different
the individual who is named as the borrower or trl_gg_er everlt, the Co_mmon Manual
endorser of the loan was the victim of a crime of will immediately notify schools and
identity theft by a perpetrator named in the verdict or lenders of the change.
judgment. False certification identity theft loan
States that the Department also ends its obligation to  discharge claims processed by the
pay federal interest benefits and special allowance to lender on or after September 8,

a lender on the date the lender determines a loan to 2006.

be legally unenforceable based on the receipt of an Interest benefits and special

identity theft report or notification from a credit allowance billing discontinuance,

bureau of an alleged identity theft. loans deemed unenforceable on or
after July 1, 2008. This aligns with
the suggested trigger event
recommendation document
submitted to the Department. If the
Department publishes guidance with
a different trigger event, the
Common Manual will immediately
notify schools and lenders of the
change.

12.4.E Endorser Due Diligence Aligns the Manual’s text with the history Appendix to  Retroactive to the implementation of ~ 983/144

specify that when a loan is discharged due to the
borrower’s total and permanent disability, bankruptcy,
closed school, false certification, or unpaid refund,
the endorser is released from his or her obligation to
repay the loan. Also specifies that an endorser is
released from his or her obligation to repay the loan
when he or she files an adversary proceeding before
the bankruptcy court on the basis of undue hardship
and the loan obligation is discharged, and when he or
she is determined to be totally and permanently
disabled after the loan becomes delinquent.

the Common Manual.
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12.4.E Endorser Due Diligence Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149
provisions applicable to the spouses and parents of ~ and parents of September 11, 2001
September 11, 2001 victims contained in the Third victims on or after October 29, 2007.
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

Chapter 13: Claim Filing, Discharge, and Forgiveness

13.1.A Claim Filing Requirements Removes from the manual all language that relates to  Claims originally filed by a lender on  1005/147
an exceptional performer designation for a lender or  or after October 1, 2007.
servicer, as well as all exceptional performer claim
filing requirements.

13.1.D Claim File Documentation Removes reference to the assignment of a proof of Original assignment of a proof of 1010/147
claim and replaces it with references to the Transfer  claim filed by the lender on or after
of Claim Other Than For Security form that a July 1, 2008, unless implemented
guarantor must file and the Notice of Transfer of earlier by the guarantor.

Claim Other Than For Security form that a lender/
servicer will receive once the bankruptcy court
processes the transfer.

13.1.D Claim File Documentation States that a borrower is not eligible for a total and Total and permanent disability 1040/150
permanent disability loan discharge if the borrower applications received by the lender
receives a new Title IV loan after the date the on or after July 1, 2008.

physician completes and certifies the loan discharge
application. Adds revisions that state that a
borrower’s 3-year conditional discharge period is
prospective from the date that the physician
completes and signs the loan discharge application. If
the lender receives the discharge application after the
borrower’s 90-day return time frame, the borrower
must have the physician complete a new application
and the lender must receive the application within 90
days of the physician’s certification of the new
discharge application. Revised policy adds
information regarding additional medical evidence
that the borrower must provide to the Department,
upon the Department’s request, if the borrower’s
application does not conclusively prove that the
borrower is disabled

July 1, 2008, for administrative
forbearance related to total and
permanent disability.

Also removes language that states that a lender may
apply an “initial” administrative forbearance on the
borrower’s loan, not to exceed 60 days, from the date
that a borrower initially advises the lender that he or
she is totally and permanently disabled through the
date that the lender receives the physician’s
certification of the disability or a letter from the
physician stating that additional time is needed to
make the disability determination.
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13.1.D Claim File Documentation Specifies that a lender must submit an original or Death discharge requests filed by 996/149
13.1.E Missing Claim File certified copy, or an accurate and complete the lender based on determinations
Documentation photocopy of the original or certified copy, of the or re-determinations of eligible
death certificate when filing a death claim. photocopies on or after July 1, 2008,
unless implemented earlier by the
lender on or after November 1,
2007. This aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.
13.2 Claim Returns Removes from the manual all language that relates to  Claims originally filed by a lender on ~ 1005/147
13.2.A Refiling the Returned Claim an exceptional performer designation for a lender or  or after October 1, 2007.
13.3.A Claim Payment Amount s_e_rvicer, as well as all exceptional performer claim
13.3.B Amount of Interest Purchased filing requirements.
on Eligible Claims
13.3.C Amount of Interest Purchased
on Returned Claims
13.5 Claim Repurchase
13.7 Rehabilitation of Defaulted FFELP  Clarifies that there are no federal restrictions that Retroactive to the implementation of 1020/148
Loans prohibit a loan from being rehabilitated more than the Common Manual.
once.
13.8 Discharge Adds information about the Request For Lenders may have begun using the ~ 963/142
Reimbursement Due to Partial Discharge of a Federal ~ Request For Reimbursement Due to
Consolidation Loan form that a lender may use to Partial Discharge of a Federal
request a partial discharge of the portion of the Consolidation Loan form upon the
Consolidation loan that represents any underlying applicable publication date.
loans that are eligible for discharge due to disability
(only for comade Consolidation loans), closed school,
death, or false certification discharge. Incorporates a
new chart that helps lenders determine what
information must be provided on this form.
13.8.A Bankruptcy Removes reference to the assignment of a proof of Original assignment of a proof of 1010/147
claim and replaces it with references to the Transfer  claim filed by the lender on or after
of Claim Other Than For Security form that a July 1, 2008, unless implemented
guarantor must file and the Notice of Transfer of earlier by the guarantor.
Claim Other Than For Security form that a lender/
servicer will receive once the bankruptcy court
processes the transfer.
13.8.C Death Specifies that a lender must submit an original or Death discharge requests filed by 996/149

certified copy, or an accurate and complete
photocopy of the original or certified copy, of the
death certificate when filing a death claim.

the lender based on determinations
or re-determinations of eligible
photocopies on or after July 1, 2008,
unless implemented earlier by the
lender on or after November 1,
2007. This aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.

Summary of Changes Approved September 2007 through April 2008

XXii



Common Manual Section

Description of Change

Effective Date/Triggering Event

13.8.E False Certification as a Result ~ States that if a loan is discharged due to closed Deletion of loans from credit bureau  1027/149
of the Crime of Identity Theft school or false certification, a lender must request records, loans discharged on or after
that the credit bureau remove any negative or July 1, 2008. This aligns with the
inaccurate information regarding that loan from an suggested trigger event
individual’s credit history. recommendation document
States that federal due diligence requirements in submitted to the _Departrr_]ent. i thg
collecting any delinquent loan payments, as well as Dt(ajp;rtment publlshes guurj]ance with
federal credit bureau reporting requirements, do not ?:o%n%e:tlvgr?gslr v?/\illtle?r:;;eediatel
preempt the provisions of the Fair Credit Reporting . y
Act (FCRA) that provide relief to an individual while a notify schools and lenders of the
lender determines the legal enforceability of a loan change.
when the lender receives a valid identity theft report  Reports received on or after July 1,
or notification from a credit bureau of an alleged 2008, unless implemented earlier by
identity theft. the lender on or after November 1,
States that for an individual to qualify for a loan 2(_)07' This aligns with the syggested
discharge due to false certification as a result of the trigger event rec_ommendatlon
crime of identity theft, the individual must provide the document submitted to the
lender with a copy of a local, state, or federal court Depqrtment. .lf the Departmgnt
verdict or judgment that conclusively determines that pgbllshes quidance with a different
the individual who is named as the borrower or tn_gg_er eve'.“' the Co_mmon Manual
endorser of the loan was the victim of a crime of will immediately notify schools and
identity theft by a perpetrator named in the verdict or lenders of the change.
judgment. False certification identity theft loan
States that the Department also ends its obligation to  discharge claims processed by the
pay federal interest benefits and special allowance to lender on or after September 8,
a lender on the date the lender determines a loan to 2006.
be legally unenforceable based on the receipt of an Interest benefits and special
identity theft report or notification from a credit allowance billing discontinuance,
bureau of an alleged identity theft. loans deemed unenforceable on or
after July 1, 2008. This aligns with
the suggested trigger event
recommendation document
submitted to the Department. If the
Department publishes guidance with
a different trigger event, the
Common Manual will immediately
notify schools and lenders of the
change.
13.8.E False Certification as a Result  Provides for the suspension of credit bureau reporting  Reports received on or after July 1, ~ 1026/149
of the Crime of Identity Theft and administrative forbearance for 120 days on any 2008, unless implemented earlier by
loan for which the lender receives a valid identity the lender on or after November 1,
theft report or notification from a credit bureau of an ~ 2007. This aligns with the suggested
allegation of identity theft. The lender must determine  trigger event recommendation
the legal enforceability of the loan. If a lender document submitted to the
determines that a loan does not qualify for a false Department. If the Department
certification loan discharge as a result of the crime of ~ publishes guidance with a different
identity theft, but the loan is nonetheless legally trigger event, the Common Manual
unenforceable against that individual, the lender must ~ will immediately notify schools and
notify the credit bureau of the determination. lenders of the change.
13.8.F Spouses and Parents of Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149

September 11, 2001, Victims

provisions applicable to the spouses and parents of
September 11, 2001 victims contained in the Third
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

and parents of September 11, 2001

victims on or after October 29, 2007.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

13.8.G Total and Permanent Disability ~ Expands existing guidance by adding to the Common  Administrative forbearances 995/146
Manual an explanation of how lenders may grant processed by a lender on or after
administrative forbearance to a loan during a time July 1, 2007, unless implemented
when a nondisabled comaker is solely responsible for  earlier by the guarantor.
the repayment of the loan.

13.8.G Total and Permanent Disability ~ States that a borrower is not eligible for a total and Total and permanent disability 1040/150
permanent disability loan discharge if the borrower applications received by the lender
receives a new Title IV loan after the date the on or after July 1, 2008.
phys_|0|a_n completes _ar_1d certifies the loan discharge July 1, 2008, for administrative
application. Adds revisions that state that a
borrower’s 3-year conditional discharge period is forbearance _relat_e_d to total and
prospective from the date that the physician permanent disability.
completes and signs the loan discharge application. If
the lender receives the discharge application after the
borrower’s 90-day return time frame, the borrower
must have the physician complete a new application
and the lender must receive the application within 90
days of the physician’s certification of the new
discharge application. Revised policy adds
information regarding additional medical evidence
that the borrower must provide to the Department,
upon the Department’s request, if the borrower’s
application does not conclusively prove that the
borrower is disabled
Also removes language that states that a lender may
apply an “initial” administrative forbearance on the
borrower’s loan, not to exceed 60 days, from the date
that a borrower initially advises the lender that he or
she is totally and permanently disabled through the
date that the lender receives the physician’s
certification of the disability or a letter from the
physician stating that additional time is needed to
make the disability determination.

Figure 13-4 Timely Filing Deadlines Specifies that a lender must submit an original or Death discharge requests filed by 996/149

for Claims and Discharges* certified copy, or an accurate and complete the lender based on determinations
photocopy of the original or certified copy, of the or re-determinations of eligible
death certificate when filing a death claim. photocopies on or after July 1, 2008,

unless implemented earlier by the
lender on or after November 1,
2007. This aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.

Figure 13-4 Timely Filing Deadlines Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149

for Claims and Discharges*

provisions applicable to the spouses and parents of
September 11, 2001 victims contained in the Third
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

and parents of September 11, 2001

victims on or after October 29, 2007.
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Chapter 14: Violations, Penalties, and Cures

14.2 Timely Claim Filing Violations
14.3.B Non-Default Claims
14.4.B Refile Deadline

Incorporates into the Manual loan discharge
provisions applicable to the spouses and parents of
September 11, 2001 victims contained in the Third
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

Loan discharges granted to spouses
and parents of September 11, 2001

victims on or after October 29, 2007.

1024/149

14.3.B Non-Default Claims
14.4.A Original Filing Deadline
14.4.B Refile Deadline

Removes from the manual all language that relates to
an exceptional performer designation for a lender or
servicer, as well as all exceptional performer claim
filing requirements.

Claims originally filed by a lender on
or after October 1, 2007.

1005/147

Chapter 15: Federal Consolidation Loans

15.1.A Agreement to Guarantee
Federal Consolidation Loans

States that, beginning with loans first disbursed on or
after October 1, 2007, a lender is charged a lender
fee equal to 1.0% of the principal amount of each
FFELP loan made.

Loans first disbursed on or after
October 1, 2007.

984/145

15.1.A Agreement to Guarantee
Federal Consolidation Loans

Clarifies that any failure on the part of a lender to
fulfill due diligence requirements on a Consolidation
loan may also result in a loss of eligibility for any
special allowance payments that might otherwise
apply to that Consolidation loan.

Retroactive to the implementation of
the Common Manual.

978/143

15.2 Borrower Eligibility and
Underlying Loan Holder Requirements

Incorporates into the Manual loan discharge
provisions applicable to the spouses and parents of
September 11, 2001 victims contained in the Third
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.

Loan discharges granted to spouses
and parents of September 11, 2001

victims on or after October 29, 2007.

1024/149

15.2 Borrower Eligibility and
Underlying Loan Holder Requirements

Clarifies one of the conditions that permits a
Consolidation loan borrower to obtain a subsequent
Consolidation loan. A borrower with either a Federal
or Direct Consolidation loan is eligible for a
subsequent, separate Federal or Direct Consolidation
loan if the borrower is consolidating at least one other
eligible loan (except a Consolidation loan) made
before or after the date that the existing Consolidation
loan was made.

Consolidation loans made on or after
July 1, 2000.

1022/148

15.3.A Providing Consolidation Loan
Information

Revises language to acknowledge electronic delivery
methods. Also suggests that consolidating lenders
provide Consolidation loan applicants with a complete
explanation of any applicable loss of loan benefits if a
borrower is consolidating loans from other loan
programs into a Federal Consolidation loan and an
explanation of any special benefits the lender may
offer on Federal Consolidation loans and the criteria
for obtaining those benefits.

July 1, 2008, unless implemented
earlier by the lender.

979/144

15.3.C Reviewing the Loan
Verification Certificate

Incorporates more detailed guidance from DCL GEN-
07-03/FP-07-07 regarding when a loan holder may
decline to certify an LVC and when the loan holder
must notify the Federal Student Aid Financial Partners
staff of a its decision not to complete an LVC.

Consolidation Loan Verification
Certificates (LVC) received by a loan
holder on or after May 22, 2007.

985/145
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Will Be Paid

A.2.B Termination of Special
Allowance

and administrative forbearance for 120 days on any
loan for which the lender receives a valid identity
theft report or notification from a credit bureau of an
allegation of identity theft. The lender must determine
the legal enforceability of the loan. If a lender
determines that a loan does not qualify for a false
certification loan discharge as a result of the crime of
identity theft, but the loan is nonetheless legally
unenforceable against that individual, the lender must
notify the credit bureau of the determination.

2008, unless implemented earlier by
the lender on or after November 1,
2007. This aligns with the suggested
trigger event recommendation
document submitted to the
Department. If the Department
publishes guidance with a different
trigger event, the Common Manual
will immediately notify schools and
lenders of the change.

15.5.F Delinquency, Claim Filing, Loan  Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149
Forgiveness, and Discharge provisions applicable to the spouses and parents of ~ and parents of September 11, 2001
September 11, 2001 victims contained in the Third victims on or after October 29, 2007.
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.
15.5.G Paid-in-Full Loans Adds that the holder of an electronically signed MPN  Electronically signed notes in 1038/150
must retain the original MPN for at least 3 years after  existence as of July 1, 2008, and all
all the loans made on the MPN have been satisfied.  electronically signed notes created
Also adds the documentation that the Department on or after July 1, 2008.
may require to resolve a factual dispute on a loan that .
has been assigned to the Department, and expands Assignments que onor af_ter
the disbursement record requirement. July 1, 2008.‘ This aligns with the
suggested trigger event
recommendation document
submitted to the Department. If the
department publishes guidance with
a different triggering event, the
Common Manual will immediately
notify schools and lenders of the
change.
| Chapter 17: Program Reviews
17.3.B The On-Site Review Outlines two standards for notifying the borrower of ~ Loans disbursed on or after July 1, 1029/149
his or her right to cancel a loan at the time of 2008, unless implemented earlier by
disbursement, depending on whether the borrower the school on or after November 1,
provided affirmative confirmation of his or her desire  2007.
e 0y e lnon fosmensinc
. . - . the confirmation process, the
period for documentation of the confirmation process, blication date of the 04-05 ESA
which first appeared in the 04-05 FSA Handbook. Eu
andbook.
Appendix A: Interest Benefits and Special Allowance
A.1.B When Federal Interest Benefits  Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149
Will Be Paid provisions applicable to the spouses and parents of ~ and parents of September 11, 2001
September 11, 2001 victims contained in the Third victims on or after October 29, 2007.
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.
A.1.B When Federal Interest Benefits ~ Provides for the suspension of credit bureau reporting  Reports received on or after July 1,  1026/149
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A.1.B When Federal Interest Benefits  States that if a loan is discharged due to closed Deletion of loans from credit bureau ~ 1027/149
Will Be Paid school or false certification, a lender must request records, loans discharged on or after
A.2.B Termination of Special that the credit bureau remove any negative or July 1, 2008. This aligns with the
Allowance inaccurate information regarding that loan from an suggested trigger event
individual’s credit history. recommendation document
States that federal due diligence requirements in submitted to the _Departrr_]ent. i thg
collecting any delinquent loan payments, as well as Dt(ajp;rtment publlshes gwﬁance with
federal credit bureau reporting requirements, do not ?:o%n%e:tlvgr?gslr v?/\illf?r:;;eediatel
preempt the provisions of the Fair Credit Reporting . y
Act (FCRA) that provide relief to an individual while a notify schools and lenders of the
lender determines the legal enforceability of a loan change.
when the lender receives a valid identity theft report  Reports received on or after July 1,
or notification from a credit bureau of an alleged 2008, unless implemented earlier by
identity theft. the lender on or after November 1,
States that for an individual to qualify for a loan 2(_)07' This aligns with the Sl_Jggested
discharge due to false certification as a result of the trigger event rec_ommendatlon
crime of identity theft, the individual must provide the document submitted to the
lender with a copy of a local, state, or federal court Depgrtment. .lf the Departmgnt
verdict or judgment that conclusively determines that pgbllshes guidance with a different
the individual who is named as the borrower or tn_gg_er eve'.“' the Co_mmon Manual
endorser of the loan was the victim of a crime of will immediately notify schools and
identity theft by a perpetrator named in the verdict or lenders of the change.
judgment. False certification identity theft loan
States that the Department also ends its obligation to  discharge claims processed by the
pay federal interest benefits and special allowance to lender on or after September 8,
a lender on the date the lender determines aloanto 2006
be legally unenforceable based on the receipt of an Interest benefits and special
identity theft report or notification from a credit allowance billing discontinuance,
bureau of an alleged identity theft. loans deemed unenforceable on or
after July 1, 2008. This aligns with
the suggested trigger event
recommendation document
submitted to the Department. If the
Department publishes guidance with
a different trigger event, the
Common Manual will immediately
notify schools and lenders of the
change.
A.2.A Special Allowance and Excess  States that the special allowance factors used to Loans first disbursed on or after 1034/149
Interest Rates calculate special allowance payments on loans first ~ October 1, 2007.
Figure A-1 Special Allowance disbursed on or after October 1, 2007, are based on
Formulas whether or not the lender is an eligible not-for-profit
Figure A-2 Examples of Special holder. As prescribed in the CCRAA, an eligible not-
Allowance Calculations for-profit holder is entitled to a higher special
Figure A-3 Excess Interest Formulas allowance payment
Figure A-4 Example of Excess Interest
Calculations
Appendix F: FFELP Community Initiatives
National Student Loan Data System Removes from Appendix F, FFELP Community Implementation of any federal data 981/144

(NSLDS)

Initiatives, the information on the NSLDS data match
and adds it to Section 5.2 Federal Data Matches.

match is determined by the
Department.
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Appendix G: Glossary

Borrower-Based Academic Year Clarifies that a school may use a SAY or BBAY to Publication date of the 05-06 FSA 1030/149
determine Stafford annual loan limit frequency and Handbook.
determine the parent or Grad PLUS loan period for a
student who is enrolled in a standard term-based
program that is offered in a traditional academic year
calendar, including such a program that is comprised
of modules. Revised policy also broadens the
definition of a BBAY to acknowledge its use in all
types of programs and provides new detail
concerning the use of a BBAY in standard term-based
programs that do, and do not, have a traditional
academic year calendar.
Change of Control Adds that it is considered a change of control if a Retroactive to the implementation of  1001/146
school changes from a for-profit entity to a nonprofit ~ the Common Manual.
entity, or vice versa.
Confirmation (as it relates to the Outlines two standards for notifying the borrower of ~ Loans disbursed on or after July 1, ~ 1029/149
Stafford MPN) his or her right to cancel a loan at the time of 2008, unless implemented earlier by
disbursement, depending on whether the borrower the school on or after November 1,
provided affirmative confirmation of his or her desire  2007.
e 0 e lnion fosmensins
. . - . the confirmation process, the
period for documentation of the confirmation process, blication date of the 04-05 ESA
which first appeared in the 04-05 FSA Handbook. ﬁu
andbook.
Debt-Management Counseling Incorporates entrance counseling requirements for Entrance and exit counseling 1028/149
graduate or professional student PLUS loan provided by the school on or after
borrowers. In addition, redundant text has been July 1, 2008, unless implemented
removed and other language has been added to earlier by the school on or after
improve the clarity of the school counseling 11/1/07.
requirements. Also, Appendix G’s definition of “Debt
Management Counseling” is modified by removing
reference to entrance counseling, and the definitions
of “Entrance Counseling” and “Exit Counseling” have
been expanded.
Discharge Incorporates into the Manual loan discharge Loan discharges granted to spouses  1024/149
provisions applicable to the spouses and parents of ~ and parents of September 11, 2001
September 11, 2001 victims contained in the Third victims on or after October 29, 2007.
Higher Education Extension Act of 2006 (P. L. 109-
292), and regulations published in the Federal
Registers dated December 28, 2006, and September
28, 2007.
Economic Hardship Amends the deferment eligibility requirement to Economic Hardship deferment 1047/150
reflect that the borrower’s monthly income may not ~ requests made on or after October 1,
exceed an amount equal to 150% of the poverty line  2007.
applicable to the borrower’s family size and updates
the glossary definition accordingly.
Eligible Not-For-Profit Holder States that the special allowance factors used to Loans first disbursed on or after 1034/149

calculate special allowance payments on loans first
disbursed on or after October 1, 2007, are based on
whether or not the lender is an eligible not-for-profit
holder. As prescribed in the CCRAA, an eligible not-
for-profit holder is entitled to a higher special
allowance payment.

October 1, 2007.
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Entrance Counseling (or Entrance Incorporates entrance counseling requirements for Entrance and exit counseling 1028/149
Interview) graduate or professional student PLUS loan provided by the school on or after
Exit Counseling (or Exit Interview) borrowers. In addition, redundant text has been July 1, 2008, unless implemented
removed and other language has been added to earlier by the school on or after
improve the clarity of the school counseling 11/1/07.
requirements. Also, Appendix G’s definition of “Debt
Management Counseling” is modified by removing
reference to entrance counseling, and the definitions
of “Entrance Counseling” and “Exit Counseling” have
been expanded.
Exceptional Performer Removes from the manual all language that relates to  Claims originally filed by a lender on  1005/147
an exceptional performer designation for a lender or  or after October 1, 2007.
servicer, as well as all exceptional performer claim
filing requirements.
Full-Time Student For an undergraduate program, a school’s definition ~ Enrollment periods that beginonor ~ 1031/149
Half-Time Student of half-time enrollment must amount to at least half  after July 1, 2008, unless
of the academic workload of the applicable minimum  implemented earlier by the school on
full-time enrollment definition for that program. More  or after November 1, 2007. This
clearly states that a school must define full-time aligns with the suggested trigger
enrollment status for each of its undergraduate, event recommendation document
graduate, or professional programs. submitted to the Department. If the
Aligns Section 6.9 with glossary information about Department publlshes guidance with
the enrollment status for a student enrolled solely in a a different trigger e\./e.nt, the .
Common Manual will immediately
correspondence program, and further expands that .
section to include regulatory updates that address notify schools and lenders of the
. ; change.
enrollment status for a student who is enrolled in a
non-correspondence program and combines Retroactive to the implementation of
correspondence with regular coursework. the Common Manual for the
following:
« Determining enroliment status for
a student enrolled solely in a
correspondence program.
« Defining full-time enrollment for
each of a school’s
undergraduate, graduate, and
professional programs.
Graduate or Professional Student Clarifies the definitions of “undergraduate student,”  Enroliment periods that begin on or ~ 1035/149
and “graduate or professional student,” and provides  after July 1, 2008, unless
a new definition of a professional degree. implemented earlier by the school on
or after November 1, 2007.
Lender Fee States that, beginning with loans first disbursed on or  Loans first disbursed on or after 984/145
after October 1, 2007, a lender is charged a lender October 1, 2007.
fee equal to 1.0% of the principal amount of each
FFELP loan made.
Post-Deferment Grace Period Adds a reference in the appendix G entry entitled September 20, 2007 974/142
“Post-Deferment Grace Period” to additional
information in the history appendix on a post-
deferment grace period for military personnel who
served in Operations Desert Shield/Desert Storm.
Professional Degree Clarifies the definitions of “undergraduate student,”  Enroliment periods that begin on or ~ 1035/149

Professional Student

and “graduate or professional student,” and provides
a new definition of a professional degree.

after July 1, 2008, unless
implemented earlier by the school on
or after November 1, 2007.

Summary of Changes Approved September 2007 through April 2008

XXiX




Common Manual Section

Description of Change
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School-Affiliated Organization Adds a glossary definition that states that a school-  July 1, 2008. 1049/150
affiliated organization is any organization that is
directly or indirectly related to a school and includes,
but is not limited to: alumni organizations,
foundations, athletic organizations, or social,
academic, or professional organizations.
Undergraduate Student Clarifies the definitions of “undergraduate student,”  Enroliment periods that beginon or ~ 1035/149
and “graduate or professional student,” and provides  after July 1, 2008, unless
a new definition of a professional degree. implemented earlier by the school on
or after November 1, 2007.
Appendix H: History of the FFELP and the Common Manual
H.2 History of Excess Interest Rebates ~ States in Section H.2 that lenders, based on The guidance for lenders to 998/147
and Variable Interest Rate Conversions — October 1994 guidance from the Department in recalculate special allowance
Figure H-1 Summary of Variable-Rate  DCL 94-L-171, were not permitted to adjust special  billings on loans, subject to the
Conversion Provisions allowance billings for loans for which the applicable  variable rate conversion provisions,
interest rate was retroactively revised. However, the  for all or part of the period from
Department provided guidance to lenders in DCL 98- July 23, 1992, to December 31,
L-202 on March 1, 1998, to recalculate special 1994, was effective on March 1,
allowance billings on loans subject to the variable 1998. All revisions, except interest
rate conversion provisions for all or part of the period  rate changes, to the chart are
from July 23, 1992, to December 31, 1994. retroactive to the implementation of
the Common Manual.
Also clarifies in Figure H-1 that the “Quarterly
Variable Interest Rates” which have been moved from
the third to the second column are to be used prior to
conversion to a variable rate.
For loans subject to conversion under the Higher
Education Amendments of 1992 in Figure H-1, the
annual variable interest rate for the period from
July 1, 2006, through June 30, 2007, was corrected
from 7.949% to 7.94%. For all loans subject to
conversion under the Higher Education Amendments
of 1986 and 1992, the annual variable interest rates
for the period from July 1, 2007, through June 30,
2008, are added.
H.4 History of Statutory and Moves text concerning Operations Desert Shield/ September 20, 2007 974/142
Regulatory Waivers Desert Storm to the history appendix.
H.4.B HEROES Act Waivers Extends current HEROES waivers through Affected individuals eligible for 1036/149

September 30, 2012.

waivers of statutory and regulatory
provisions on or after October 1,
2007.
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2.2 The Life of a FFELP Loan

The Life of a Stafford Loan

Phase 1

Figure 2-1
Origination

Applicant submits
Free Application for Federal
Student Aid (FAFSA)

|
Applicant completes Federal
Stafford Loan Master

Promissory Note and submits
to school, lender, or guarantor

School certifies loan eligibility
and sends loan information to
lender or guarantor

Lender reviews loan Guarantor reviews loan
information, approves loan, information, guarantees
and applies for guarantee loan, and notifies lender

Lender provides disclosure to
borrower and sends
disbursement to school

Y

School releases proceeds
to the borrower

v

Borrower enters grace
period upon dropping
below half-time status

School returns
proceeds to the lender

Lender cancels loan and
notifies guarantor
Phase 2
Interim Period

Phase 3 Borrower may become ¢
Borrower enters
Repayment eligible for deferment or |-—J»| repayment status
forbearance

v

Borrower pays loan in
full or loan is paid
in full by

consolidation

Y Y vy v v

Borrower files Borrower

A B |

Borrower
becomes

defaults

delinquent and

Chapter 12 or

13 bankruptcy

or hardship
petition

Borrower dies

and

disabled

becomes totally|

permanently

Borrower
applies or is
determined
eligible for

closed school

Borrower

applies for false

certification
discharge

Borrower
applies or is
determined
eligible for

Borrower
applies for the
Teacher Loan

Forgiveness

Borrower

applies or is
determined

eligible for
spouses and

parents of

September 11,
2001, victims

discharge’

unpaid refund

Program
discharge

discharge

Y

Lender files claim/discharge/
forgiveness with the guarantor

Note: The appropriate entity will continue to service loan balances outstanding
after claim/discharge/forgiveness.

1.

Policy 1024 (Batch 149), approved April 17, 2008
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2.2 The Life of a FFELP Loan

The Life of a Parent PLUS Loan

Phase 1
Origination

Applicant completes a Federal PLUS
Loan Application and Master
Promissory Note (PLUS MPN) and
submits to school, lender, or guarantor

Note: Phase 2, Interim Period, does not
apply to PLUS loans.

Phase 3
Repayment

School certifies
loan eligibility and sends loan
information to lender or
guarantor

Y

Lender reviews credit
history and loan information,
approves loan, and applies
for guarantee

Y

Guarantor reviews loan
information (and in some
instances credit history),

guarantees loan, and
notifies lender and school

Y

Lender provides disclosure
to borrower and sends
disbursement to school

Y

Borrower may become
eligible for deferment
or forbearance

||

Borrower enters

Figure 2-2

School releases proceeds S
to the borrower

chool returns procee

to the lender

(5_7/

Lender cancels loan and
notifies guarantor

repayment status when
the loan is fully disbursed

Y

Borrower pays loan in full
or loan is paid in full by

consolidation

Y

Y

Y

Y

Y

Y

Y

Y

Borrower
becomes
delinquent and
defaults

Borrower files

Chapter 12 or 13
bankruptcy or
hardship petition

Borrower or
student dies

Borrower
becomes totally
and permanently

disabled

Borrower applies
or is determined
eligible for closed
school discharge

Borrower applies
for false
certification
discharge

Borrower applies
or is determined
eligible for unpaid
refund discharge

Borrower applies
or is determined
eligible for
spouses and
parents of
September 11,
2001, victims
discharge’

Note: The appropriate entity will continue to service loan balances outstanding

after claim/discharge.
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2.2.C Repayment

Deferment and Forbearance

A borrower in repayment is entitled to defer payments of
principal if the borrower meets certain criteria. There are
many different types of deferments available to borrowers,
including deferments for periods of unemployment,
economic hardship, or further study.

A borrower in repayment may experience a period of
temporary economic hardship but may not be eligible for a
deferment. If this occurs, the borrower may request
forbearance from the lender. With aforbearance, the lender
and borrower can reduce or postpone payments on the loan.

Subsidized Stafford loan borrowers are eligible to have the
federal government pay the interest during a deferment
period or post-deferment grace period. Certain
Consolidation loan borrowers are eligible to have the
federal government pay all or a portion of the interest that
accrues during a deferment period. A borrower with an
unsubsidized Stafford, PLUS, or SLS loan, or any
unsubsidized portion of aConsolidation loan, isresponsible
for paying the interest due during a deferment period.
During aforbearance period, al borrowers are responsible
for paying the interest that accrues on any loan. If a
borrower failsto make required interest payments during a
deferment or forbearance period, the lender may capitalize
the unpaid accrued interest.

For more information on deferment and forbearance, see
chapter 11. For information on interest subsidies, see
appendix A.

Borrower Pays the Loan in Full

Ideally, the borrower makes all loan payments as scheduled
and repaystheloanin full. To confirm aborrower’s paid-in-
full status when repayment is completed, the lender must
provide certain documents and noticesto the borrower, the
guarantor, and other parties.

For moreinformation on how to handleloansthat have been
paid in full, see chapter 10.

Borrower Does Not Pay the Loan in Full

If aloanisnot paidin full by the borrower, or if the
borrower is eligible to have his or her |oan discharged or
forgiven, generally the guarantor will pay the lender for its
loss—provided that the lender has complied with the
requirementsfor making, servicing, and collecting theloan,
as applicable. The lender requests a claim, forgiveness, or
discharge payment from the guarantor on the eligible
amount of the loan. Some forgiveness programs do not
involve the guarantor, but rather involve direct

reimbursement from the Department to the lender. In the
case of aclaim payment due to default, the guarantor will
continue attempting to collect the loan from the borrower.
Permanently discharged and forgiven loans are not subject
to further collection activities.

A lender may be eligible for claim, forgiveness, or
discharge payment or reimbursement, as applicable, on the
eligible amount of aloan under any of the following
circumstances:

«  Theborrower failsto repay the loan when it is due.

«  Theborrower or student dies before theloanispaidin
full.

«  Theborrower becomes totally and permanently
disabled.

«  Theborrower qualifies for spouses and parents of
September 11, 2001, victims discharge.”

«  Theborrower filesfor debt collection protection under
bankruptcy laws.

- Theborrower or student does not receive the benefit of
arefund to which he or shewas entitled from either the
school or athird party.

«  Theborrower qualifies for loan forgiveness.
«  The school closes while the student is attending.

«  Theschool falsely certifies the borrower’s éigibility
for the loan.

In each of the preceding cases, the lender must submit a
claim, forgiveness, or discharge payment request within
specified timeframesto the guarantor or the Department, as
applicable. The lender must provide all required
documentation with the claim form or with the forgiveness
or discharge application, as applicable. The required
documentation must demonstrate that the lender or
borrower is eligible for claim, forgiveness, or discharge
payment or reimbursement of the loan obligation. See
sections 13.6, 13.8, and 13.9 for more information
regarding submission time frames and requirements.

For more information on the lender’s responsibilities when
the borrower is unwilling or unable to make payments, see
chapters 12 and 13.

L policy 1024 (Batch 149), approved April 17, 2008
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2.3.C Common Forms

Return of Title IV Funds Worksheets Loan Discharge/Forgiveness Forms
«  Treatment of Title IV Funds When a Student «  Loan Discharge Application: School Closure
Withdraws from a Credit-Hour Program «  Loan Discharge Application: False Certification of
«  Treatment of Title IV Funds When a Student Ability to Benefit
Withdraws from a Clock-Hour Program «  Loan Discharge Application: False Certification
- Information Required When Referring Student (Disqualifying Status)
Overpayments due to Withdrawal to Borrower «  Loan Discharge Application: Unauthorized Signature/
Services—Collections Unauthorized Payment
«  Loan Discharge Application: Spouses and Parents of
Deferment Forms September 11, 2001, Victims?
«  Loan Discharge Application: Total and Permanent
« SCH In-School Deferment Request Disability
- EDU  Education Related Deferment Request . Loan Discharge Application: Unpaid Refund
- PUB Public Service Deferment Request «  Teacher Loan Forgiveness Application
- TDIS  Temporary Total Disability Deferment . Teacher Loan Forgiveness Forbearance Form
Request «  Child Care Provider Loan Forgiveness Application for
«  UNEM Unemployment Deferment Request Renewal Benefits
+  PLWM Parental Leave/Working Mother Deferment . Child Care Provider Loan Forgiveness Forbearance
Request Form
« HRD  Economic Hardship Deferment Request and
Worksheets

«  PLUS PLUSBorrower with Dependent Student
Deferment Request
MIL Military Deferment Request

Claim-Ferms-Default Aversion Forms

«  Default Aversion Assistance Request Form

| Claim Forms

« ClaimForm

«  Supplemental Claim Form

Reguest for Reimbursement Due to Partial Discharge
of a Federal Consolidation Loan®

| L Policy 967 (Batch 142), approved September 20, 2007 2 Policy 1024 (Batch 149), approved April 17, 2008
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3.2 Schools Acting as Lenders and Eligible Lender Trustee Relationships

Eligible Lender Trustee (ELT) Relationships

Effective September 30, 2006, a school may not enter into
anew relationship with an eligible lender to make and/or
hold a FFELP loan as atrustee for the school or for an
organization affiliated with the school, also known as an
Eligible Lender Trustee relationship. ELT relationships
established prior to September 30, 2006, may continue, and
may be renewed, as long as the relationship remainsin
effect after September 30, 2006, and the ELT held at least
one loan in trust on behalf of the school or organization as
of that date.

[8682.602(a)]

Effective January 1, 2007, and for al loansfirst disbursed
on or after that date under an ELT relationship, the al-
parties involved in the ar-ELT relationship must meet the
following eligibility requirements:

« A school directly involved in, or affiliated with an
organization directly involved in an ELT relationship:

- Must employ at least one person whose full-time
responsibilitiesarelimited to the administration of
the school’s financia aid programs for students
attending that school.

—  Must not be ahome study schoal.
- Must have a cohort default rate of 10% or less.
- May lend only to its own students.

- May make only Stafford loans to graduate and
professional students.

- Must offer an origination fee and/or interest rate
that is lower than the statutory maximum for that
feeor rate.

—  Must use the proceeds from interest payments
from borrowers, interest subsidy and special
allowance payments on theloansmadeand heldin
trust, and proceeds from the sale or other
disposition of the loans, (exclusive of return of
principal, any financing costs incurred by the
school to acquire funds to make the loan, and the
cost of charging an origination fee and/or interest
rate that is lower than the statutory maximum for
that fee or rate), for need-based grantsif the school
receives these proceeds directly or indirectly.

heol : . "

[8682.602(b)(1)

. A 'An“erganizationaffitiated-withthe-sSchool -
affiliated organization”? is defined as any organization
that isdirectly or indirectly connected-related to the
school, and includesinretuding, but isnot limited to, an
alumni_organization-asseetatien, foundation, athletics
organization, er-and social, academic, erand
professional organizations. An organization affiliated
with the school and involved in an ELT relationship:

- Must offer an origination fee and/or interest rate
that is lower than the statutory maximum for that
fee or rate.

—  Must use the proceeds from interest payments
from borrowers, interest subsidy and special
alowance payments on theloansmadeand held in
trust, and proceeds from the sale or other
disposition of the loans, (exclusive of return of
principal, any financing costsincurred by the
school to acquire funds to make the loan, and the
cost of charging an origination fee and/or interest
rate that islower than the statutory maximum for
that feeor rate), for need-based grantsif the school
receives these proceeds directly or indirectly.

~ I | . e it

[§682.602(b)(2)]*

« Ané€ligiblelender acting astrustee:

- May lend only to students attending the school for
which it isatrustee.

- May make only Stafford loans to graduate or
professional students on behalf of that school.

—  Must offer an origination fee and/or interest rate
that is lower than the statutory maximum for that
fee or rate.

Policy 1049 (Batch 150), approved April 17, 2008
Policy 1016 (Batch 148), approved March 20, 2008
Policy 1049 (Batch 150), approved April 17, 2008
Policy 1016 (Batch 148), approved March 20, 2008
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3.4.A Recordkeeping Requirements

aloan is determined to be legally unenforceable based
solely on the processes used for the electronic signature or
related records. If alender’s processes for electronic
signatures and related records do not satisfy these standards
and aloan is held by a court to be unenforceabl e based
solely on these processes, the Department will determine
on a case-by-case basis whether federal benefits will be
denied or paid.

Because students attending eligible foreign schools may
receive FFEL P |oan proceeds directly, the safe harbor
provisions do not apply to loans made to students attending
foreign schools.

[PL. 106-229, the Electronic Signaturesin Global and
National Commerce Act]

3.4.A
Recordkeeping Requirements

A lender isrequired to keep current, complete, and accurate
records for each FFELP loan it holds. Special
recordkeeping requirements for applications and
promissory notes are explained in “Required Records’ in
thissection. All other records may be stored in hard copy or
on microform (e.g., microfilm or microfiche), computer
file, optical disk (e.g., electronic optical image), CD-ROM,
or other media formats.

[8682.414(a)(4)(i)]

All records must be retrievable in a coherent hard copy
format or in other media formats such as microform,
computer file, optical disk, or CD-ROM. Any imaged
media format used must be capable of reproducing an
accurate, legible, and complete copy in approximately the
same size as the original document, and must not permit
additions, deletions, or changes without leaving arecord of
such additions, deletions, or changes. The mediaformat
must record and maintain the original document so that it
can be certified as atrue copy of the original in order to be
admissible in a court of law, if such becomes necessary. If
a document contains a signature, seal, certification, or any
other validating mark, it must be maintained in origina
hard copy or in another media format that can produce a
copy of the document (e.g., microform, optical disk, CD-
ROM).

[8668.24(d)(3)(i) through (iv)]

Required Records

Therecordsthat alender must maintain include, but are not
limited to:

«  Documentation of any Federal Stafford Loan Master
Promissory Note (Stafford MPN) Confirmation or
Notification process or processes.
[8682.414(a)(4)(ii)(K)]

«  Documentation of the process under which either the
school or lender obtains the borrower’s requested loan
amount for aloan made under a Federal PLUS Loan
Application and Master Promissory Note (PLUS MPN).

In addition, the lender must maintain the following
documentation for each loan:

«  Arecord of the borrower’srequested loan amount for a
loan made under aPLUS MPN, if the lender isthe
party responsible for obtaining thisinformation.

« A record of any adjustments that the lender receivesto
the PLUS loan borrower’s requested |oan amount.

« A copy of theloan application, if aseparate application
was provided to the lender.
[8682.414(a)(4)(ii)(A)]

« A copy of the signed promissory note. The original or
atrue and exact copy of the promissory note must be
retained until the loan ispaid in full or assigned to the
Department. If the promissory note was signed
electronically, the lender-holder must storethe original
promissory noteor MPN electronically inaretrievable,
coherent format and must retain the original
promissory note or MPN for at least 3 years after the
loan or all theloansthat were made using the note have
been satisfied (i.e. the loans have been paid in full,
canceled, or discharged in full). More information on
promissory note retention is found under the
subheading “ Record Retention Time Frames’ in this
subsection.

[8682.414(a)(4)(ii)(B) and (4)(iii); 8682.414(a)(5)(ii)
and (V)]

«  The guarantee disclosure for each loan, with arecord
of any changesto the disclosure.

. Evidenceofdisbursement-A record of each
disbursement of loan proceeds.
[8682.414(a)(4)(ii)(D)]*
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3.4.A Recordkeeping Requirements

«  Documentation of thelender’s handling of any refunds
issued by the student’s school.

«  Documentation supporting any Socia Security number
change.

- Documentation of the date on which the student wasno
longer enrolled at least half time and the schools the
student attended.

[8682.414(a)(4)(ii)(E)]

«  Notice of address changes for the borrower or
references.
[8682.414(a)(4)(ii)(E)]

«  Documentation of al repayment terms established
with the borrower, including the repayment start date
of theloan and the amount and number of installments.
[8682.414(a)(4)(ii)(C)]

- Arecord of al paymentsreceived, including the dates,
amounts, and way in which each payment was applied
to the principal, interest, and other outstanding
balances on the loan.

[8682.414(a)(4)(i1)(N]

- Evidence of any deferment €eligibility, including the
beginning and ending dates for each deferment.
[8682.414(a)(4)(i1)(F)]

«  Documentation of any forbearance granted, including
the beginning and ending dates for each forbearance.
[8682.414(a)(4)(ii)(G)]

«  Documentation of all due diligence efforts.
[8682.414(a)(4)(i1)(I)]

- A record of each communication on the loan—other
than regular reports by the lender showing that an
account is current—between the lender and a credit
bureau.

[8682.414(a)(4)(ii)(I)]

«  Documentation of any assignments, sales, or purchases
on the loan—including evidence that a notice of loan
assignment was sent to the borrower, if applicable.
[8682.414(a)(4)(i1)(H)]

« Audit trails sufficient to support the lender’s payment
of origination fees and billings of interest benefits and
special alowance to the Department.
[8682.414(a)(4)(iv)]

«  Any additional records necessary to document the
validity of aclaim against the guarantee (see
subsection 13.1.D).

[8682.414(a)(4)(ii)(L)]

Loans Made with an Electronically Signed Promissory Note
and Assigned to the Department

Inorder toresolveafactual disputeinvolving aloan that has
been assigned to the Department, the Department may
request arecord, affidavit, certification, or evidence to
resolve that dispute. The Department may also request this
documentation for aloan that has been assigned and is
includedinaTitlelV program audit sampleor other similar

purposes.

Upon the Department’ srequest regarding aloan that hasan
electronically signed promissory note and has been
assigned to the Department, the lender that created the
original electronically signed promissory note must, within
10 business days, provide:

- Andffidavit or certification regarding the creation and
maintenance of the electronic records of the loan or
loansin aform appropriate to ensure admissibility of
theloan recordsin alegal proceeding. This affidavit or
certification may be executed in asingle record for
multiple loans provided that this record isreliably
associated with the specific loans to which it pertains.

If requested by the Department, the affidavit or
certification must include each of the following:

— Adescription (such asaflow chart) of the stepsthe
borrower followed to execute the promissory note.

— A copy of each screen asit would have appeared
to the borrower when the borrower signed the
promissory note electronically.

— A description of the field edits and security
measures used to ensure the integrity of the data
that was submitted electronically to the
originating lender.

— A description of how the promissory note hasbeen
safe-guarded to ensure that it was not altered after
it was executed.

—  Documentation supporting the lender’s
authentication and electronic signature process.

1
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3.4.B Loan Assignment, Sale, or Transfer

—  All other documentary and technical evidence

or al the loans made using the note have been satisfied.

requested by the Department to support the
validity or the authenticity of the electronically
signed promissory note.

Testimony by an authorized official or employee of the

lender, if necessary to ensure admission of the
electronic records of the loan or loansin the litigation

or legal proceeding to enforce the loan or loans.

The holder of the original electronically signed promissory

note isresponsible for ensuring that all parties entitled to
accessto the electronic loan record, including the guarantor

and the Department, have full and complete access to that
record until all the loans made on the note have been
satisfied.

[8682.414(a)(6)(i)]

Record Retention Time Frames

The preceding records for each loan must be retained for a
period of not less than:

«  3yearsafter the date theloan is paid in full by the
borrower.
[8682.414(a)(4)(iii)]

«  5years after the date the lender receives payment in
full from any other source.
[8682.414(a)(4)(iii)]

A lender that sells aloan to another lender remains subject
to the 5-year minimum retention requirement for all
documentation generated through the date it sells the loan.
A lender that purchases aloan from another lender is
subject to the 5-year minimum retention requirement for al
documentation generated from the time of the loan’s
origination through the date the purchasing lender no
longer holdstheloan. The holder of theoriginal promissory

note must retain an el ectronically signed promissory noteor

MPN for at least 3 years after the loan or all theloans made

using the note have been satisfied.
[8682.414(a)(4)(iii); 8682.414(a)(5)(iv)]

When aloanispaidin full by the borrower, the lender must
either return the original or atrue and exact copy of the
promissory noteto the borrower, or notify the borrower that
theloanispaidinfull. A copy of the promissory note must
beretained for aperiod of not lessthan 3 yearsafter the date
theloan ispaid in full by the borrower, or not lessthan 5
years after the date the lender receives payment in full from
any other source. In the case of an electronically signed
promissory note, the holder must retain the original
promissory note or MPN for at least 3 years after the loan

Chapter 3: Lender Participation—April 2008
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Documentation of any paid-in-full notice sent to the
borrower also must be retained for a period of not lessthan

3yearsafter thedatetheloanispaid in full by the borrower.

[§682.414(a)(5)(iii) and (iv)]*

3.4.B
Loan Assignment, Sale, or Transfer

A borrower must be notified if hisor her loan is assigned,
sold, or transferred—if the loan isin a grace or repayment
status—and the transaction causes a change in the party to
whom the borrower must send future payments and
communications. The loan holder also must report aloan
assignment, sale, or transfer to the guarantor. See
subsection 3.5.E.

[8682.208(e)(1) and (4)]

Loan Assignment and Sale

A loan assignment or sale may occur only between holders
that are eligible to participate in the loan and guarantor
programs applicable to the type of loan being assigned or
sold. For example, aPLUS|oan may beassigned only if the
current holder and the new holder are both eligible to make
or hold PLUSIoans and both have participation agreements
with the guarantor of the loan.

[8682.401(b)(17)(i)]

If the assignment or sale of the loan changes the identity of
the party to whom payments must be made, theloan may be
assigned or sold only if itisfully disbursed. If the loan
assignment or sale does not change the identity of the party
to whom payments are made, the lender may assign or sell
the loan any time after making the first disbursement.
[8682.401(b)(17)(iii)]

When aloan made under aMaster Promissory Note (MPN)
is sold, the terms of the loan sale determine whether the
origination rights (i.e., the right to make subsequent loans
to the borrower under the same MPN) are assigned to the
new holder of the loan or retained by the original holder.
Origination rights may not be assigned without aloan sale.
Each loan made under an MPN may be enforced separately
based on the original MPN or atrue and exact copy of the
MPN. See section 7.2 for additional information.

1 Policy 1038 (Batch 150), approved April 17, 2008
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3.4.C Permitted and Prohibited Activities

Both the buying and selling holders must notify the
borrower—either jointly or separately—of aloan’s
assignment or sale. This notification must include the
following information:

[8682.208(e)(1)(i)]

«  Theidentity of the buying lender and/or the new
servicer.
[8682.208(e)(2)(ii)]

«  The address to which the borrower’s subsequent
payments and communications should be sent.
[8682.208(e)(1)(iii)]

«  Thetelephone numbers of both the buying and selling
lenders—or, if either lender utilizesaloan servicer, the
telephone number of each servicer.
[8682.208(e)(1)(iv)]

Both holders must send the preceding information to the
borrower within 45 days after the assignment or saleis
legally completed. If each holder provides separate
notification to aborrower, each must includein its notice a
statement that the other holder will be sending a similar
notice under separate cover.

[8682.208(e)(1) and (2)]

Loan Transfer

In some cases—such as a servicer transfer or branch
transfer—a FFEL P loan that isin grace or in repayment is
not assigned or sold, but thereisachangein theidentity of
the party to whom the borrower must send subsequent
payments or communications. If thisoccurs, theloan holder
must notify the borrower that the loan has been transferred
and must provide the following information:

«  The name of the new servicer, if applicable.

«  Thetelephone number and address of the servicer or
branch to which the borrower’s subsequent payments
or communications should be sent.

The lender must send the preceding information to the
borrower within 45 days after the transfer is completed.
[8682.208(h)]

Documentation Requirements

Although guarantors do not requirethat acopy of the notice
of loan saleor transfer beincluded inaclaimfile, thelender
must be able to provide evidence that the notice was
provided to the borrower. For this reason, the lender must
retain arecord of thenoticefor at least 3 years after the date
theloan ispaid in full by the borrower or 5 years after the

date the lender receives payment in full from any other
source. This record may be stored on microform, optical
disk, or other machine-readable format, and must be
available for program compliance reviews.
[8682.414(a)(4) and (5)]

3.4.C
Permitted and Prohibited Activities

Permitted Activities

A lender is permitted to engage in the following activities
in carrying out itsrolein the FFEL P and providing service
to schools and FFEL P borrowers. The lender may provide:

+ Assistance to aschool that is comparable to the kinds
of assistance provided to a school by the Department
under the Direct L ending program, asidentified by the
Department in public announcements, such asanotice
in the Federal Register.

- Support of, and participation in, a school’s or
guarantor’s student aid or financial literacy-related
outreach activities, as long as the name of the entity
that developed and paid for any materialsisprovided to
the participants and the lender does not promote its
student loan or other products.

- Meals, refreshments, and receptions that are
reasonable in cost and scheduled in conjunction with
training, meeting or conference events, if those meals,
refreshments, or receptions are open to al training,
meeting, or conference attendees.

«  Toll-free numbers for use by a school or othersto
obtain information about FFELP loans.

- Freedatatransmission service for a school to usein
electronically submitting applicant loan information or
student status information or confirmation data.

- A reduced origination fee (when permitted by statute;
see Subsection 3.5.A).

- A reduced interest rate.

«  Payment of the federal default fee on behalf of the
FFELP borrower.

- A premium payment to another lender for the purchase
of aloan.

L Policy 1039 (Batch 150), approved April 17, 2008
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3.4.C Permitted and Prohibited Activities

Other benefitsto a borrower under a repayment
incentive program that requires, at a minimum, one or

more scheduled payments in order to receive or retain

the benefit.

Benefits under aloan forgiveness program for public
service or other targeted purposes approved by the
Department, provided these benefits are not marketed

to secure loan applications or |oan guarantees.

Items of nominal value to schools, school-affiliated
organizations, and to borrowers that are offered as a
form of generalized marketing or advertising, or to

create good will.

Other servicesidentified by the Department through a

public announcement, such as a notice in the Federal
Register.
[8682.200(b)]

The referencesto “applications’ above includes the Free
Application for Federal Student Aid (FAFSA), and FFELP

Master Promissory Notes and application and promissory
notes.
[8682.200(b) Lender (5)(iii)(B)]

Prohibited Activities

The following activities are prohibited by federal
regulations and may result in aloss of the lender’s FFELP
eigibility:

«  Receiving points, premiums, payments, additional
interest, or any other form of compensation from
another entity to obtain funds with which to make
loans or to induce the lender to make loans either to a
student or aparent borrower from aparticular school or
to any particular category of student or parent.
Examples of such prohibited incentive payments
include:

[8682.212(a)]

—  Cash payments madeto alender by or on behalf of
aschool.
[8682.212(b)(1)]

- Themaintenance of a compensating balance with
alender by or on behalf of a school.
[8682.212(b)(2)]

- Paymentsto alender by or on behalf of a school
for servicing costs on loans that the school does
not own.

[8682.212(b)(3)]

- Paymentsto alender by or on behalf of a school
for unreasonably high servicing costs on loans
owned by the school.

[8682.212(b)(4)]

- Purchase of alender’s stock by or on behalf of a
school.
[8682.212(b)(5)]

- Payments ostensibly made for other purposes.
[8682.212(b)(6)]

«  Refusing to make, purchase, consolidate, or refinance

aloan because of the borrower’s race, national origin,
religion, sex, marital status, age, or disability.

«  Offering—directly or indirectly—points, premiums,

payments, or other inducementsto any school or other
party to secure apphicants-applications for FFELP

loans or to secure FFEL P loan volumerexcept-that-a-

ofthe EDLP Thisincludes but is not limited to:

—  Payments or offerings of other benefits, including
prizes or additional financial aid funds, to a
prospective borrower in exchange for applying for
or accepting a FFEL P loan from the lender.

—  Paymentsor other benefitsto aschool, any school -
affiliated organization or to any individua in
exchange for FFEL P loan applications,
application referrals, or a specified volume or
dollar amount of loans made, or placement on the
school’s list of recommended or suggested
lenders.

—  Paymentsor other benefits provided to astudent at
aschool who acts asthe lender’s representative to
secure FFELP loan applications from individual
prospective borrowers.

— Payments or other benefits to aloan solicitor or
sales representative of alender who visits schools
to solicit individual prospective borrowers to
apply for FFELP loans from the lender.

1 Policy 1039 (Batch 150), approved April 17, 2008
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3.4.C Permitted and Prohibited Activities

—  Payment to another lender or any other party of
referral fees or processing fees, except those
processing fees necessary to comply with federal
or state law.

— Solicitation of an employee of a school or school-

affiliated organization to serve on the lender’s
advisory board or committee and/or payment of
costs incurred on behalf of an employee of the
school or a school-affiliated organization to serve

on alender’s advisory board or committee.

—  Payment of conference or training registration,
transportation, and lodging costs for an employee

of aschool or school-affiliated organization.

—  Payment of entertainment expenses, including
expenses for private hospitality suites, ticketsto
shows or sporting events, meals, alcoholic
beverages, and any lodging, rental, transportation,

and other gratuities related to lender-sponsored
activities for employees of a school or a school-
affiliated organization.

—  Philanthropic activities, including providing
scholarships, grants, restricted gifts, or financial
contributions in exchange for FFELP loan
applications or application referrals, or for a
specified volumeor dollar amount of FFEL Ploans

made, or for placement on aschool’slist of
recommended or suggested lenders.

—  Staffing services to a school, except for services
provided to participating foreign schools at the

«  Conducting unsolicited mailings of student loan
application formsto potential borrowers who had not
previously borrowed student loans from that lender.
[HEA 435(d)(5)(B); §682.200]

«  Offering loans—directly or indirectly—as an
inducement to a prospective borrower to purchase an
insurance policy or other product or service by the
borrower or other person.

[HEA 435(d)(5)(C); §682.200]

«  Engaging in fraudulent or misleading advertising with
respect to its FFEL P activities.
[HEA 435(d)(5)(D); §682.200]

- Discounting thesaleor transfer of notes, or any interest
in notes, if the underlying FFEL P loans were made by
aschool or lender having common ownership with a
school—except when purchased by-the Student-Loan-
Moarketing-Association; astate agency functioning asa
secondary market, or in other circumstances approved
by the Department.

[8682.212(c)]

« Using aFFELP loan as collateral for any loan bearing
aggregate interest and other charges in excess of the
sum of the applicable interest rate and the current
special allowance rate—except to secure aloan from
the Student-Loan-Marketing-Association,-a state
agency functioning as a secondary market, or in other
circumstances approved by the Department.
[8682.212(d)]

The references to “applications’ above includes the Free

direction of the Department, as athird-party
servicer or otherwise on more than a short-term,
emergency, hon-recurring basis to assist a school
with financial aid-related functions. The term
“emergency basis’ for the purpose of providing
staffing support means only in the instance of a
state- or federally-declared natural disaster, a
federally-declared national disaster, and other
localized disasters and emergencies identified by

the Department.
[HEA 435(d)(5)(A); §682.200(b)]

«  Participating in-person in a school’s required entrance

and exit counseling.
[8682.200(b) Lender (5)(ii)(B)]

Application for Federal Student Aid (FAFSA) and FFELP
Master Promissory Notes, and application and promissory
notes.

[8682.200(b) Lender (5)(iii)(B)]

For purposes of clarifying prohibited lender activities,
“other benefits’ includes but is not limited to preferential
rates for, or access to the lender’s other financial products,
computer hardware or non-loan processing or non-financial
aid-rel ated software at bel ow-market rental or purchase
cost, or printing and distribution of college catalogs and
other materials at reduced or no cost.

[§682.200(b) Lender (5)(iii)(C)]*

These prohibitions do not preclude alender—when buying
loans that were originally made by a school—from
obtaining a warranty from the seller to cover future

L policy 1039 (Batch 150), approved April 17, 2008
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3.4.D Borrower Defenses

reductions by the Department or a guarantor in computing
the amount of 1oss payable on default claims caused by a
seller’s or previous holder’s act or failure to act.

If warranted, the Department or a guarantor will notify a
lender that an action is pending to suspend or terminate its
eligibility to participate in the FFELP. The lender will be
given an opportunity to appea such an action or to present
evidencethat the activitiesin which thelender was engaged
were provided for areason unrelated to securing
applicationsfor FFEL P loans or securing loan volume. For
more information on termination actions, see Chapter 18.

[§682.705(c); §682.706(a) and (d); §682.707]*

A lender is considered ineligible to participate in the
FFELPif any principal employee or affiliate of the lender
is debarred or suspended under Executive Order 12549 or
the Federal Acquisitions Regulations.

3.4.D
Borrower Defenses

In some cases, aloan held by alender may be subject to
borrower claims and defenses that the borrower might
otherwise assert against the school (such as poor quality of
education). This may result in the borrower being released
from his or her obligation to repay the loan, if the loan
meets either-any of the following criteria

«  Theloan was made by afer-profitpostsecondary-the

school or a school-affiliated organization.

Theloan was made by alender that provided improper
inducements to the school or to another party in the
making of the loan. (See Subsection 3.4.C for more
information regarding improper lender activities.)

The loan was made for attendance at a school that
referred the borrower to the lender.

. Theloan was made for attendance at a school that was
affiliated by common control, contract, or other
business with the originating lender.

L Policy 1039 (Batch 150), approved April 17, 2008
2 Policy 1025 (Batch 149), approved April 17, 2008

3.4E
Charges to Borrowers

A lender may impose the following charges on borrowers,
as provided by the terms of the borrower’s promissory note
and as permitted by federal and state law:

«  Federal default (formerly guarantee) and origination
fees.
[8682.202(c) and (d)]

« Interest (not to exceed the applicable statutory rate).
[8682.202(a)]

«  Capitalized interest.
[8682.202(b)]

+ Latecharges.
[8682.202()]

»  Reasonable collection costs, such as court costs and
attorney feesincurred by the lender or its servicer in
collecting a delinquent [oan.

[8682.202(g)(1)]

If anineligible borrower receives aloan solely asaresult of
his or her error or false statements, the lender also may
charge the borrower the amount of special allowance that
was paid by the Department through the most recently
ended fiscal quarter.

[8682.202(h)]

If aborrower refinances a fixed interest rate PLUS or SLS
loan to obtain avariableinterest rate, thelender may charge
the borrower a fee of up to $100 to cover the costs of
conversion. For moreinformation on refinancing PLUS and
SLSloans, see appendix B.

[8682.202(e)]

Nonpermissible Charges

A lender may not charge the borrower either of the
following:

« Additional feesfor making aloan, such as lender
application fees or the cost of credit checks performed
on aborrower (federally authorized guarantee and
origination fees are permissible).

«  Normal collection costs, such as costs associated with
the preparation and mailing of notices or letters or the
making of telephone calls.

[8682.202(0)(2)]
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3.5.B Interest Benefits and Special Allowance Reporting

3.5.B
Interest Benefits and Special Allowance
Reporting

A lender requests payments of interest benefits and special
allowance from the Department by submitting a Lender’'s
Interest and Specia Allowance Reguest and Report (LaRS
report) each quarter. For moreinformation on requirements
related to interest benefits and special alowance and on the
LaRS report, see appendix A.

3.5.C
Credit Bureau Reporting

A lender must report information on each FFELP loan it
makes or holdsto at least one national credit bureau.
Federal regulations require that the following information
be reported within the specified time frames, as applicable:
[8682.208(b)(1)]

«  Thetota amount of loans made to the borrower (to be
reported within 90 days of each disbursement).
[8682.208(b)(1)(i)]

«  The outstanding balance of the borrower’s FFELP
loans held by the lender.
[8682.208(b)(1)(ii)]

«  Therepayment status of delinquent loans. The
minimum frequency with which alender must report
status changes to at least one national credit bureau is
quarterly. To avoid unnecessarily confusing the
borrower and damaging the borrower’s credit history, a
lender is strongly encouraged to wait until a borrower
isat least 60 days delinquent before reporting the
delinquency to a credit bureau.

[8682.208(b)(1)(iii); DCL 96-L-186/96-G-287,
Q&A #16]

« Thedatetheloanispaidin full by or on behalf of the
borrower (to be reported within 90 days of the date the
loan ispaidin full).

[8682.208(b)(1)(iv)]

«  Thedate the loan is discharged due to the borrower’s
death, disability, e-bankruptcy, or discharged under
the spouses and parents of September 11, 2001,
victimsprovisions(to bereported within 90 daysof the
date the loan is discharged).
[§682.208(b)(1)(iv)]*

| L Policy 1024 (Batch 149), approved April 17, 2008

« Thedatetheloanis discharged due to a closed school
or false certification (to be reported within 30 days of
the date the lender is notified that the loan is
discharged). The lender also must request that the
credit bureau remove any negative or inaccurate
information regarding a loan discharged due to a
closed school or false certification. For more
information on closed school and false certification
claims, see Subsections 13.8.B, and-13.8.D, and
138E.

[§682.402(d)(7)(iv) and (€)(2)(iv)]?

«  Other information required by federal or state law.
[8682.208(b)(1)(V)]

A lender purchasing a FFEL P loan must report the
preceding information, as applicable, to a national credit
bureau within 90 days of purchasing the loan. The lender
must retain evidence of its credit bureau reporting.
[8682.208(b)(2)]

If aborrower or endorser reguests that the lender provide
information on the repayment status of his or her loanto a
credit bureau, the lender must do so within 30 days of the
request. If aconsumer dispute has been filed with a credit
bureau, the lender must respond to a borrower’s or
endorser’s request for information within 30 days.
[8682.208(c)(1)]

A guarantor will report each loan it purchases as a default
claim to all national credit bureaus.
[8682.410(b)(5)]

If alender receives avalid identity theft report or
notification from acredit bureau of an alleged identity theft,
the lender must suspend credit bureau reporting on aloan
for aperiod not to exceed 120 days while the lender
determines the legal enforceability of the loan. If alender
determines that aloan does not qualify for afalse
certification loan discharge as aresult of the crime of
identity theft, but the lender still determines the loan to be
legally unenforceable, the lender must notify the credit
bureau of the determination.® FFELP credit bureau
reporting requirementsdo not preempt the provisions of the
Fair Credit Reporting Act (FCRA) that providerelief to a
borrower while alender determinesthe legal enforceability
of aloan after receiving avalid identity theft report or
notification from acredit bureau of an alleged identity
theft.* See Subsection 13.8.E for moreinformation on loan
discharge as a result of the crime of identity theft.”
[§682.208(b)(3); 682.411(0)(2)]°

Policy 1027 (Batch 149), approved April 17, 2008
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4.4 Providing Information to Students

4.4 «  Contain at least three unaffiliated lenders that will

Provi ding Information to Students make loans to borrowers or students attending the
school. The lender affiliation provision does not
include entities that are involved in post-disbursement

Fede_ral regulations outline Sp@CIfICMl— activities, which a school has no ability to monitor or
requirements for-student-counseling that the school must ) . .
control. For the purposes of this subsection, alender is

provide to prospective students and their parents, to
enrolled students, and in some cases, to school employees
and prospective employees. Generally, thisinformation is
provided by aschool’sfinancial aid office. Thisinformation ,

includes general consumer information such as graduation = Thelenders gre un_der_the ownership or control of
and transfer-out rates, campus crime statistics, and entrance the same entity or individuals.
and exit counseling for student borrowers.

affiliated with another lender if any of the following
criteriaapply:

—  Thelenders are wholly or partly owned
subsidiaries of the same parent company.

— Thedirectors, trustees, or general partners (or
individual s exercising similar functions) of one of
the lenders constitute a majority of the persons
holding similar positions with the other lender.

«  Not include lenders that have offered, or have offered
in response to a solicitation by the schoal, financial or
other benefits to the school in exchange for inclusion
on thelist or any promisethat acertain number of loan
applications will be sent to the lender by the school or
its students.

A school that provides arecommended lender list must do
each of the following:

. Disclosg, as part of thelist, the method and criteria
used by the school in selecting any lender that it

recommends.
For more information on the responsibilities of afinancial
aid office with respect to providing thisinformation, the .+ Provide comparative information to prospective
school may refer to 34-GFR-§682.604 and 34-GFR- borrowers about interest rates and other benefits
8668.42, aswell asthe 08-09 FSA Handbook, Volume 2, offered by the lenders.

Chapter 6, pp. 2-78 to 2-84-2006-2007 Federal-Student-Aid-
Handbeek—VelameQ—Ghapter—@—pp—Z—g&te%i%l

Include a prominent statement in any information
related to itslist of lenders, advising prospective
4.4.A borrowers that they are not required to use one of the
Recommended Lender Lists school's recommended Ienders.

A school may provide to students and their parentsalistof ~ +  For first-time borrowers, not assign, through award

recommended FFEL P lenders. If a school choosesto packaging or other methods, a borrower’sloanto a
provide such alist, the list must: particular lender.

+  Not be used to deny or otherwiseimpede aborrower's  «  Not cause unnecessary certification delays for
choice of lender; borrowers who use a lender that has not been
recommended by the school 2
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4.4.B Entrance Counseling

consumer information for accuracy, completeness, and
adherence to the requirements outlined in federal
regulations.

448
Entrance-Counsehing

4.4.C
Entrance Counselinq1

A school must ensurethat entrance counseling isconducted
with each student borrower who is obtaining his or her first
Stafford loan for attendance at that school—unless the
student previously received a Stafford, SES;-or Federal
Direct Stafford loan for attendance at another school. A~
school also must ensure that entrance counseling is
conducted with each graduate or professional student
borrower who is obtaining his or her first graduate or
professional student PLUS loan, unless he or she has
previously received a Federal PLUSIoan, or aDirect PLUS

loan. Entrance counseling must be provided before the first
disbursement of aloan is released, and may be conducted
by any of the following methods:

«  In-person presentation.
« Audiovisual presentation.
« Interactive electronic means.

If entrance counseling is conducted through interactive

€l ectronic means, the school must take reasonabl e steps to
ensure that each student borrower receives the counseling
materials and participatesin and compl etes the counseling.
The school must ensure that an individual with expertisein
Title IV programsis reasonably available shortly after the
counseling has been conducted to answer questions
regarding these programs. Asan alternative, the school may
provide the required counseling through written materials
for students enrolled in a correspondence program or a
study-abroad program that the home institution approves
for credit.

[8682.604(f)(1) and (2)]

When counseling is conducted by another party or by
interactive el ectronic means, the school remains
responsible for ensuring that each student borrower
receives the counseling materials and participatesin and
completes entrance counseling.

[8682.604()(3)]

L Policy 1009 (Batch 147), approved February 21, 2008

A school must ensure that information on the following
subjects is provided to the-afirst-time Stafford student-

borrower or afirst-time graduate or professional student
PLUS borrower who has not received a prior Stafford or

Federal Direct Stafford |oan-during-entrance-counseling:

+  Theuse of the Federal-Stafferd-Loan-Master
Promissory Note (Stafferd-MPN).Z This may include
the multi-year feature and borrower |oan control points
(e.g., Netification-affirmative or passive
Cconfirmation, cancellation or reduction of the loan
amount, and revocation of the MPN). See Subsection
2.2.A for more information on using an MPN.>
[8682.604(f)(21)(i) and §682.604(f)(2)(iii)]

«  The seriousness and importance of the repayment
obligation that the student is assuming.
[8682.604(f)(21)(ii) and 8682.604(f)(2)(iii)] |

«  Thelikely consequences of default, including adverse
credit reports, federal offset, and litigation.
[8682.604(f)(21)(iii) and §682.604(f)(2)(iii)] |

- Theobligation to repay the full amount of the Stafford
loan, even if the student borrower does not complete
the program, is unable to obtain employment upon
completion, or is otherwise dissatisfied with or does
not receive the educational or other services that the
student purchased from the school (the school or the
school designee must provide thisinformation to all of
the school’s student borrowers except those who
receive aloan made or origi nated by the school).-Fhe-

[8682.604(f)(21)(iv) and §682.604(f)(2)(iii) and

§682.604(f)(2)(i)]

«  The student borrower must be provided with sample
monthly repayment amounts based on arange of
student levels of indebtedness or on the average
indebtedness of Stafford loan borrowers or, depending
on thetype of loan the borrower has obtained, graduate
or professional student PLUS |oan borrowers, at the
same school or in the same program of study at the
same school.

[§682.604(F)(1)(v)]*

2 Policy 1028 (Batch 149), approved April 17, 2008
3 policy 1029 (Batch 149), approved April 17, 2008
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4.4.C Entrance Counseling

For agraduate or professional student PLUS borrower who

has received a prior Stafford or Federal Direct Stafford
loan, aschool must ensure that thefollowing informationis

provided:

Sample monthly repayment amounts based on arange

of student levels of indebtedness or on the average
indebtedness of borrowers with Stafford and graduate

or professional student PLUS |oans at the same school

or in the same program of study at the same school.

A noticethat includes all of the following information:

—  Themaximum interest rate for a Stafford loan and

the maximum interest rate for a graduate or
professional student PLUS loan.

— Information regarding the periods when interest
accrues on a Stafford loan and periods when
interest accrues on a graduate or professiona
student PLUS loan.

—  Thepoint at which a Stafford loan enters
repayment and the point at which a graduate or

professional student PLUS loan enters repayment.

[8682.603(d)(1)(i)-(iii) and §682.604(f)(2)(I) and

(il

A school may provide the information required in this
noticeinitsfinancial aid award letter or by another means.

However, aschool must provide the notice to agraduate or

professional student PLUS borrower who has not requested

his’her maximum Stafford eligibility before the school
certifies agraduate or professional student PLUS loan for
the borrower. See Subsection 6.15.C for more information.

A school may provide comprehensive entrance counseling

materials that meet the minimum entrance counseling
requirements for graduate or professional student PLUS
borrowers with prior Stafford loans and graduate or
professional student PLUS loan borrowers without prior
Stafford loans.

[08-09 FSA Handbook, Volume 2, Chapter 6, pp. 2-80 - 81

and 2-84]*

To improve a student’s understanding of his or her loan
repayment obligation, the Department recommendsthat the
school provide the following additional information as part
of entrance counseling provided to a Stafford borrower:

« A thorough explanation of all sources of financia aid
available to the student or to his or her parent(s).

L Policy 1028 (Batch 149), approved April 17, 2008

+ A description of the terms and conditions of each
available type of aid, including loan limits, loan fees,
and interest rates.

«  Adiscussion of the school’s policy on the frequency of
annual loan limits.

+ A strong recommendation to the student to read
carefully and retain all documentation related to each
of hisor her loans.

« A reminder to the student to keep the lender informed
of any changesto his or her name, address, telephone
number, Socia Security number, or enrollment status.

« A summary of the student’s rights and responsibilities.

« Anoverview of repayment, deferment, forbearance,
cancellation options and conditions, loan
consolidation, and refinancing options that are
available to the student.

«  Information on the consequences of borrowing severa
education loans and of delinquency and default.

+  Anexplanation of loan sales and the servicing of loans.

«  Anexplanation of how the school will determine
whether the student is making satisfactory academic
progress (SAP).

+ A detailed disclosure of the school’s refund policy.

«  Genera information on budgeting living expenses and
other aspects of personal financia management.

A school must maintain arecord to substantiate the school’s
compliance with the entrance counseling requirement for
each borrower. For detailed information on entrance
counseling, a school may consult 34 CFR 682.604(f) and
the 2006-2007 Federal Sudent Aid Handbook, Volume 2,
Chapter 6, pp. 2-99 to 2-102.

[8682.604(f); DCL GEN-98-25/98-G-315/98-L-211; DCL
GEN-99-9]
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4.4.C Exit Counseling

4-4C
. "

44D
Exit Counseling®

A school must ensure that exit counseling is conducted
shortly before any Stafford loan borrower ceases
enrollment on at least ahalf-timebasis. The exit counseling
may be conducted in person, by audiovisual presentation,
or by interactive electronic means. The school must ensure
that an individual with expertisein Title IV programsis
reasonably available shortly after the exit counseling has

been conducted to answer the student borrower’s questions.

If astudent borrower withdraws without the school’s prior
knowledge, or failsto complete the required exit
counseling, the school must ensure that exit counseling is
provided through interactive el ectronic meansor by mailing
written materials to the student borrower at his or her last
known addresswithin 30 daysafter learning that the student
borrower withdrew from school or failed to complete the
exit counseling asrequired. For astudent borrower enrolled
in a study-abroad program that the home institution
approves for credit, or in a correspondence program, the
school may, as an aternative to in-person, audiovisual, or
interactive electronic means, provide written exit
counseling materials by mail within 30 days after the
student compl etes the program.

[8682.604(g)(1)]

When counseling is conducted by another party or by
interactive electronic means, the school remains
responsible for ensuring that each student borrower
receives the counseling materials and participatesin and
completes exit counseling.

The school must ensure that the student borrower provides
the school with his or her current name, address, Social
Security number, references, and driver’s license number
and state of issuance (if any). The school also must ensure
that the student borrower provides his or her expected
permanent address, the name and address of his or her
expected employer (if known), and the address of hisor her
next of kin. The school must ensure that thisinformationis
provided to each guarantor listed in the student’s records
within 60 days after the student borrower provides the
information.

[8682.604(g)(2)(vi)]

L Policy 1009 (Batch 147), approved February 21, 2008

The school must ensure the information on the following
subjectsis provided to the student borrower during exit
counseling:

«  The average anticipated monthly repayment amount
based on the student’s indebtedness or based on the
average indebtedness of Stafford or Stafford and
graduate or professional student PLUS loans,
depending on the types of loans the student borrower
has obtained, tean-berrowers-at the same school or in
the same program of study at the same school.
[8682.604(g)(2)(i)]?

«  Available repayment options including standard,
graduated, extended, and income-sensitive repayment
plans and loan consolidation.

[8682.604(g)(2)(ii)]

«  Debt-management strategies that would facilitate

repayment.
[8682.604(g)(2)(iii)]

«  The conditions under which the student borrower may
defer or forbear repayment or obtain afull or partial
discharge of the loan.

[8682.604(9)(2)(V)]

«  The seriousness and importance of the repayment
obligation that the student has assumed.
[8682.604(g)(2)(iv)]

«  Thelikely consequences of default, including adverse
credit reports, federal offset, and litigation.
[8682.604(9)(2)(iv)]

«  Theavailahility of the Student Loan Ombudsman’s
Office.
[8682.604(g)(2)(vii)]

«  Theuseof the Federal Stafford Loan Master
Promissory Note (Stafford MPN).
[8682.604(g)(2)(iv)]

«  Theobligation to repay the full amount of the loan—
even if the student borrower has not completed the
program, is unable to obtain employment upon
completion, or is otherwise dissatisfied with or does
not receive theeducational or other servicesthe student
purchased from the school. (The school or the school
designee must provide thisinformation to all of the

2 Policy 1028 (Batch 149), approved April 17, 2008

Chapter 4: School Participation—April 2008

25


http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT

4.5 Recordkeeping Requirements

school’s student borrowers except those who receive a
loan made or originated by the school).
[8682.604(g)(2)(iv)]

«  Theavailahility of Title IV loan information in the
National Student Loan Data System (NSLDS).

To improve a student’s understanding of his or her loan
repayment obligation, the Department recommendsthat the

school provide the following additional information as part

of exit counseling provided to a borrower:

The current name and address of the borrower’s

lender(s).

An explanation of how to complete deferment forms
and prepare correspondence to the lender.

A strong recommendation to the borrower to keep
copies of al correspondence from and to the lender
about his or her loans.

A reminder to the borrower that he/she must make
payments on loans even if the borrower does not
receive a payment booklet or a billing notice.

An overview of the advantages and disadvantages of
loan consolidation.
[08-09 FSA Handbook, Volume 2, Chapter 6, pp. 2-82

- 841t

A school that conducts exit counseling by interactive
electronic means must take reasonable steps to ensure that
each student receives the counseling materials, and
participates in and completes the counseling. Schools are
required to maintain a record to substantiate the school’s
compliance with exit counseling requirements for each
student.

[8682.604(0)(3)]

Additional information that the Department recommends
including in exit counseling can be found in the 2006-2007
Federal Sudent Aid Handbook, Volume 2, Chapter 6, pp. 2-
103 to 2-105.

| L Policy 1028 (Batch 149), approved April 17, 2008

4.5
Recordkeeping Requirements

Federal regulations mandate that a school retain complete
and accurate records in asystematically organized manner.
Records must be readily available for review by the
Department or the Department’s authorized representative
at aningtitutional location designated by the Department or
the Department’s authorized representative.
[8668.24(d)(1) and (2)]

A discussion of the key records a school is required to
maintain for the FFEL P follows. Additional information on
school recordkeeping requirements for all Title 1V
programs—including a comprehensive listing of required
records—can be found in the 2006-2007 Federal Student
Aid Handbook, Volume 2, Chapter 9, pp. 2-147 to 2-166.
Schools must maintain any program record that documents
compliance with Title IV program requirements.

Schools should consullt state recordkeeping requirementsto
determine whether state requirements supersede these
federal requirements.

Program Records

A school must maintain any application for FFELP funds
and up-to-date records that document:

«  The school’s éligibility to participate in the FFELP.
[8668.24(a)(1)]

- Thedligibility of the school’seducational programsfor
FFELP funds.
[8668.24(a)(2)]

«  The school’s administration of the FFELPin
accordance with all applicable requirements.
[8668.24(a)(3)]

«  Theschool’s financial responsibility.
[8668.24(a)(4)]

« Information included in any application for FFELP
funds.
[8668.24(a)(5)]

+  The school’s delivery of FFELP funds.
[8668.24(a)(6)]
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4.5 Recordkeeping Requirements

Fiscal Records

Fiscal records must be maintained in accordance with
generally accepted accounting principles. Schools must
maintain on acurrent basis:

« All financial records relating to each FFELP
transaction.
[8668.24(b)(2)(i)]

«  Separate general ledger control accounts and related
subsidiary accounts that identify each FFELP
transaction.

[8668.24(b)(2)(ii)]

Loan-Related Records

Therecordsthat aschool must maintain include, but are not
limited to:

« A record of any Stafferdean-Cpassive or affirmative
confirmation er-Netification-processes the school used
in support of the Federal-Stafford-Loan-Master
Promissory Note (Stafferd-MPN). The documentation

may be kept in paper or electronic format. Becausethis

may affect the enforceability of loans, the
documentation must be retained indefinitely.
[8682.610(b)(6); 08-09 FSA Handbook, Volume 2,
Chapter 9, p. 2-106]1

«  Documentation of the process under which either the
school or lender obtains the borrower’s requested |oan
amount for aloan made under aPLUS Application and
Master Promissory Note (PLUS MPN).
[8682.401(d)(4)(vi)]

«  Arecord of the borrower’srequested |oan amount for a
loan made under aPLUS MPN, if the school isthe
party responsible for obtaining this information.
[8682.401(d)(4)(vi)]

«  Arecord of any adjustmentsthat the school receivesto
the PLUS loan borrower’s requested |oan amount.

«  For parent PLUS|oans made using the common PLUS
application and promissory note, a copy of the loan
application—or application data, if submitted
electronically to alender or aguarantor—including the
name of the borrower and the name of the dependent
student on whose behalf the loan was made.
[8682.610(b)(6)]

| L Policy 1029 (Batch 149), approved April 17, 2008

For loans made using either the Stafford MPN or the
PLUS MPN, a copy of the loan certification—or
certification data, if submitted electronically to a
lender or a guarantor—including the name of the
borrower, and for parent PLUS loans, the name of the
dependent student on whose behalf the loan was made.
[8682.610(b)(1)]

The cost of attendance (COA), estimated financial
assistance (EFA), and expected family contribution
(EFC) used to calculate the loan amount.
[8682.610(b)(2)]

Documentation of each student or parent borrower’'s
receipt of FFEL P funds, including, but not limited to:

—  Theloan amount, the payment period, and the period
of enrollment for which the loan was intended.
[8668.24(b)(2)(iv)(A)]

—  Thedate and amount of each delivery of loan
proceeds by the school to the student or parent
borrower.

[8668.24(b)(2)(iv)(B)]

—  Thedate and amount of any refund paid to or on
behalf of the student and the method by which the
refund was calcul ated.

[8668.24(b)(2)(iv)(C)]

—  The payment of any refund to alender or the
Department.
[8668.24(b)(2)(iv)(D)]

The Student Aid Report (SAR) or the Institutional
Student Information Record (ISIR).
[8668.24(c)(1)(i)]

Documentation of each student or parent borrower’'s
digibility for FFEL P funds, such as documentation of
need, COA, verification, enrollment status, financial
aid history, satisfactory academic progress (SAP), etc.
[8668.24(c)(1)(iv)(A)]

The school’s receipt date for each disbursement of the
loan.
[8668.24(c)(2)(iv)(B)]

For loans disbursed to the school by copayable check,
the date the school endorsed each check.
[8682.610(b)(3)]
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5.4 Prior Loan Discharge Due to Total and Permanent Disability

54
Prior Loan Discharge Due to Total and
Permanent Disability

In some cases, loans that have been discharged due to the
borrower’s total and permanent disability may affect the
borrower’s digibility for new loans. Eligibility may be
based on the disposition of the borrower’ sdischarge request
or the date on which that request was processed.

5.4.A
Conditional Discharge of a Prior Loan Due to
Total and Permanent Disability

A borrower who has received a conditional discharge of a
prior loan due to an initial determination that the borrower
istotally and permanently disabled must do all of the
following to be eligible to receive a new Stafford or PLUS
loan before the end of the conditional discharge period:

«  Obtain aphysician’s statement certifying that the
borrower may now engage in “substantial gainful
activity.” For these purposes, “substantial gainful
activity” is defined as the ability to work and earn
money.

[8682.201(a)(6)(i)]

Sign a statement acknowledging that any loan that has
been conditionally discharged may not be discharged
duetothesameor any disability existing at thetimethe
borrower applied for atotal and permanent disability
discharge or when the new loan is made, unlessthe
disabling condition substantially deteriorates to the
extent that the definition of total and permanent
disability is met.

[8682.201(a)(6)(ii); 8682.201(a)(7)(ii)(A)]

. Sign astatement acknowledging that collection
activity will resume on any loans in a conditional
discharge period.

[8682.201(a)(7)(ii)(B)]

FheIf the borrower’s receipt-ofreceives a new Stafford-or-
PLUS|0an under the Perkins, FFELP, or Direct Loan
Program (with the exception of a Consolidation loan that
does not include any loans that are in a conditional
discharge status) within 3 yearsfrom the date the physician

compl etes and certifies the discharge application,
terminatesthe borrower’s conditional dischargeis
terminated and the loan(s) is reinstated to the statusiit held

prior to theinitia determination,. If a FFELP loan was
certified prior to the date the physician certified the

discharge application, any proceeds of such loan that are
disbursed after the date of the physician’s certification must
be returned to the holder within 120 days of the
disbursement date(s) to preserve the borrower’s discharge
eligibility. and-If the borrower’s conditional dischargeis
terminated, the Department reinstates collection activities
on any loan on which collection activity had been
previously suspended based on an initial determination of
total and permanent disability. (See Subsection 13.8.G for
more information regarding the total and permanent
disability discharge and the glossary for the definition of
“totally and permanently disabled.”)
[§682.402(c)(24)(i)(B) and (C)]*

A Schoolsand lendersare strongly encouraged to contact
the guarantor if assistance is needed to determine or
establish aborrower’'s eligibility after atotal and
permanent disability discharge.

5.4.B
Final Discharge of a Prior Loan Due to Total
and Permanent Disability

A borrower who hasreceived adischarge of aprior loan due
to final determination that the borrower istotally and
permanently disabled must do all of the following to be
eligible to receive a new Stafford or PLUS loan:

Obtain a physician’s statement certifying that the
borrower may now engage in “substantial gainful

activity.” For these purposes, “substantial gainful

activity” is defined as the ability to work and earn
money.

[8682.201(a)(6)(i)]

Sign a statement acknowledging that any new loan the
borrower receives may not be discharged due to the
same or any disability existing at the time the new loan
is made, unless the disabling condition substantially
deterioratesto the extent that the definition of total and
permanent disability is met.

[8682.201(a)(6)(ii); §682.402(c)(1)(iii)]

«  Reaffirm any loan that had been discharged dueto total
and permanent disability on or after July 1, 2001, but
before July 1, 2002, if the borrower applies for anew
|oan within 3 years from the date the borrower became
totally and permanently disabled, as certified by a
physician. The borrower must reaffirm the previously
discharged loan before receiving a new loan.
[8682.201(a)(6)(iii)]
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6.1 Defining an Academic Year

The school plays akey role in determining the amount of
fundsfor which the student or borrower iseligible, whether
those funds shoul d be subsidized, and how the funds should
be disbursed. The school provides this information to the
lender and guarantor viaits certification of the loan, either
inapaper or electronic format. Chapter 6 describesthe data
aschool isrequired to obtain or calculate and the
certifications it must make to fulfill itsrolein the
origination of a student’s FFELP loan.

6.1
Defining an Academic Year

To determine and certify the appropriate loan amount, the
school must first define the program’s academic year for
which the funds are intended.

For purposes of defining the academic year, a week of
instructional timeisany consecutive 7-day period in which
the school provides at least one day of regularly scheduled
classes or examination, or after the last scheduled day of
classes for aterm or payment period, at least one day of
study for final examinations. Instructional time does not
include periods of orientation, counseling, vacation, or
homework.

[8668.3(b)]

6.1.A
Minimum Length for an Academic Year

Undergraduate-Program-of Study-Measuredn-Clock-Hours
The minimum length for an academic year varies,

depending on the level of the program and the method of
measuring progress.

For an undergraduate program of study measured in
clock hours, an academic year isa period of at least
26 weeks of instructional time. During this period, a
full-time student isexpected to compl ete aminimum of
900 clock hours.

[HEA 481(a)(2); 8668.3]

: :

For an undergraduate program of study measured in
credit hours, an academic year isaperiod of at |east
30 weeks of instructional time. During this period, a
full-time student isexpected to compl ete aminimum of
24 semester or trimester hours, or 36 quarter hours.
[8668.3(8)]

The Department may allow a credit-hour program to
have an academic year that is shorter than the 30-week
minimum if all of the following criteria are met:

- Theprogram resultsin atwo-year associate degree
or four-year bachelor’s degree.

—  The school obtains the approval of its accrediting
agency and state licensing agency for the reduced
academic year.

—  Theschool submits awritten request to the
Department for a reduced academic year that is
not less than 26 weeks. The request must include
information identifying the program to which the
reduced year will be applied and the number of
weeks that will be included in the proposed
reduced year. The school must demonstrate good
cause for the requested reduction and provide any
other information requested by the Department.
[8668.3(c)(1)]

If the Department approvesthe reduced academic year,
that approval terminates when the school’s Program
Participation Agreement expires. The school may
request an extension of the approval as part of the re-
certification process.

[8668.3(c)(3)]

Graduate-or-ProfessionalProgram-of Study

»  For agraduate or professional program of study, an
academic year isaperiod of at least 30 weeks of
instructional time. Whilethe Department regulatesthe
amount of coursework that an undergraduate student is
expected to complete in an academic year, it does not
regulate the amount of coursework that a graduate or
professional student is expected to completein an
academic year. For graduate and professional
programs, the school isexpected to establish academic
standards to determine the amount of work that a full-
time graduate or professional student is expected to
compl ete within an academic year.

[8668.3(a){e}d)-and{2); 07-08 FSA Handbook,
Volume 3, Chapter 1, p. 3-2]*
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6.1.B Academic Year Categories

6.1.B

Academic Year Cateqoriesl

Typically, there are two categories of academic year that
determine the frequency of Stafford annual loan limits:

« A scheduled academic year (SAY) that correspondsto
atraditional academic year calendar (e.g., fall and

Standard Term-Based, Credit-Hour Programs Offered in a
Traditional Academic Year Calendar: Using a SAY

A school with a standard term-based credit-hour programs
usingaSAY that correspondsto atraditional academic year

calendar must designate the summer term as either a
“leader™“header” (precedes the academic year) or a
“trailer” (followsthe academic year). (Seethediscussionin

this section under the subheading Academic Year
Categories for additional information.) The school has the

spring semesters; or fall, winter, and spring quarters).
A SAY isa“fixed” academic period aspublishedina-
schoel s printed-materialsthat generally begins and
ends at about the same time each calendar year
according to an established schedule that is published
in a school’s catalog or other materials.

« A borrower-based academic year (BBAY') that doesnot
have afixed beginning or ending date. A BBAY isan-
academicyear-that-begins with-a-student' s start date-
when a student, or a group of students, begins
attendance and tracks the student’s (or group's)
attendance and progressin aprogram of study-untH-the
reguired-number-of weeks-and-credit-or-clock-hours:
have been-completed.

Although thereis no annual |oan limit for a parent or Grad
PLUS loan, a school must certify a parent or Grad PLUS
loan for the same SAY or BBAY loan period that isused for
the student’s Stafford loan.

[07-08 FSA Handbook, Volume 3, Chapter 5, p. 3-78]

Boththe SAY and BBAY must meet the minimum statutory
requirements of an academic year-as-defined-by-the-
Department. One exception to thisruleisthat aBBAY that
isused as an alternativeto a SAY in astandard term-based,
credit-hour program and that includes a summer term may
include fewer than 30 weeks of instructional time or fewer
credit hours than the minimum number required for a SAY.
For clock-hour programs and nonstandard term-based and
non-term-based credit-hour programs, a school must use a
BBAY. For standard term-based credit-hour programs that
are offered in atraditional academic year calendar, aschool
may useeither aSAY or aBBAY. For astandard term-based
program that is not offered in atraditional academic year
calendar, a school must use a BBAY.

There are significant differences between aBBAY for a
standard term-based credit-hour program, and a BBAY for
a clock-hour, a non-term-based credit-hour, or a
nonstandard term-based credit-hour program. See the
discussion that follows for additional information.
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following options:

«  The school may consistently designate the summer
term as either a leader-header or atrailer with no
exceptions.

«  The school may consistently designate the summer
term as either aleader-header or atrailer with some
exceptionsthat are determined by the school on acase-
by-case basis.

«  Theschool may makeall decisionsregarding the use of
the summer term as a leader-header or atrailer ona
case-by-case basis.

Standard Term-Based, Credit-Hour Programs Offered in a
Traditional Academic Year Calendar: Using a BBAY

If aBBAY isused, the school must include the same
number of termsin the BBAY asit includesin its SAY,
excluding a summer term designated as a “header” or
“trailer” to the SAY. (Seethe discussion in this section
under the subheading Academic Year Categories for
additional information.) Mini-sessions (summer or
otherwise) must be combined and treated as a single term.
The borrower is not required to attend the entire BBAY but
theloan period must coincide with the student’ s attendance.
The BBAY must begin with aterm in which the student
actually is enrolled but may include aterm in which the
student is not enrolled.

A school may use aBBAY for all students, for students
enrolled in certain programs, or on a student-by-student
basis. The school may also alternate between a BBAY and
aSAY for the same student. However the school must
ensurethat it does not establish overlapping academic years
for a student.

[2006-2007 Federal Student Aid Handbook, Volume 3,
Chapter 4, p. 3-67]°
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6.1.B Academic Year Categories

Standard Term-Based, Credit-Hour Programs Not Offered in
a Traditional Academic Year Calendar

If aschool has aprogram that is not offered in a traditional
academic year calendar (i.e., one that correspondsto a
SAY), the school must use aBBAY. (Seethediscussionin
this section under the subheading Academic Year
Categoriesfor additional information.) If the program uses
semesters or trimesters, aBBAY consists of at least two
consecutive terms. If the program uses quarters, a BBAY
consists of at least three consecutive terms. Mini-sessions
(summer or otherwise) must be combined and treated asa
single standard term. A BBAY may include aterm(s) that a
student does not attend if the student could have enrolled at
least half time during that term(s), but the BBAY must
begin with aterm in which the student is actually enrolled.
TheBBAY for programsthat are not offered in atraditional
academic calendar must always include enough terms to
meet the minimum Title |V academic year requirementsfor
weeks of instructional time.

[07-08 FSA Handbook, Volume 3, Chapter 5, p. 3-81]%

A student enrolled in a standard term-based credit-hour
program enters a new academic year for annual loan limit
purposes when the calendar time for the SAY or BBAY has
elapsed, regardless of whether the student attends all of the
terms or completes all of the credits in the academic year.

[8682.603(g)(1)]

Nonstandard Term-Based Programs with Substantially
Equal Terms of At Least Nine Weeks of Instructional Time

For aprogram with nonstandard termsthat are substantially
egual, and notermin theloan period islessthan nineweeks
of instructional timein length, the student enters a new
academic year for annual loan limit purposes when the
calendar time for the academic year has elapsed. Terms are
considered substantially equal in length if no termin the
loan period is more than two weeks of instructional time
longer than any other term in that loan period.
[8682.603(0)(1) and (4)]

Clock-Hour Programs, and-Nenstandard-Term-Based-and-
Non-Term-Based Credit-Hour Programs, and Nonstandard
Term-Based Credit-Hour Programs with Terms That Are Not
Substantially Equal or Not At Least Nine Weeks of
Instructional Time

For clock-hour programs, ang-renstandard-term-based-and-
non-term-based credit-hour programs, and nonstandard
term-based programs with terms that are not substantially
equal or are not at least nine weeks of instructional timein
length, the BBAY begins when the student enrolls and does
not end until the student completes both the required

L Policy 1030 (Batch 149), approved April 17, 2008

number of weeks and the required number of clock or credit
hours in the academic year. A student who does not attend
on afull-time basiswill take longer to complete the
academic year than a full-time student.

These types of programs frequently allow a student to
complete the program at his or her own pace. As aresult,
one student may complete 900 clock hoursin 28 weeks
while another may complete 900 clock hoursin 32 weeks.
If the average student completes the program in 30 weeks,
the school is not required to prorate the loan amount for the
occasional student who completes the program in lessthan
30 weeks.

[2006-2007 Federal Student Aid Handbook, Volume 3,
Chapter 4, p. 3-69]

A student enrolled in one of these types of programs enters
anew academic year for annual loan limit purposes only
after the student successfully compl etes both the weeks and
the clock or credit hours in the academic year.
[§682.603(q)(2) and (3)]°

Transfer Students

If a student borrows Stafford loan funds to attend one
school and then transfersto anew school, the new school is
not permitted to certify a Stafford loan until it determines
whether the student’s new academic year will overlap with
thefinal academic year at the prior school. Thisrequiresthe
new school to determine the student’s academic year at the
prior school. The new school may use either of the
following methods to make this determination:

«  Obtain documentation from the prior school about its
academic year.

+  Make assumptions about the prior school’s academic
year based on information obtained from the National
Student Loan Data System (NSLDS). Schoolsthat use
this method must determine that the academic year at
the prior school ended on the later of the following:

- 30weeksafter thefirst day of the most recent loan
period listed.

— Theend date of the loan period for all loans made
in the academic year.

If the final academic year of the prior school does not
overlap with the academic year of the new school, the new
school may certify aloan not to exceed the amount of the
student’s current annual loan limit.

[Dear Guaranty Agency Director Letter March 16, 1994]
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6.1.B Academic Year Categories

If the final academic year of the prior school does overlap
with the initial academic year of the new school, the new
school must not certify a Stafford loan for more than the
student’s current annual loan limit minus the loan amount
the student received at the prior school for the prior school’s
final academic year. If the student’sgradelevel decreasesas
aresult of the transfer, the new school must not certify a
Stafford loan for more than the annual loan limit applicable
to the student’s current (i.e., decreased) grade level minus
the outstanding loan amount the student received at the
prior school during the prior school’s final academic year..
The exception to thisruleis atransfer from a graduate
program to an undergraduate program within an academic
year. In this case, the undergraduate loan limit for the
student’s grade level applies, but amounts previously
borrowed at the graduate level within the same academic
year do not count against the undergraduate annual loan
limit. The total amount awarded for the academic year may
not exceed the higher (graduate/professional) annual loan
limit.

[07-08 FSA Handbook, Volume 3, Chapter 5, p. 3-88]l

Example: Transfer to a Sandard Term-Based Program

A student received a base Stafford loan in the amount
of $2,000 asagradelevel 3 student at School A for the
loan period August 21, 2006, to December 20, 2006.
The student then enrolled in School B, where he was
classified as grade level 1 in a standard term-based
credit-hour program. School B wishesto certify aloan
from his start date, January 5, 2007, through the end of
that term, May 11, 2007.

School B optsto use the “assumption” method of
determining the academic year at School A. The most
recent loan period at School A began August 21, 2006;
the end date of the minimum 30-week academic year,
based on that date, would be March 18, 2007. When
compared to the end date of School A’sloan period, the
later of these two datesis March 18, 2007; therefore,
the assumed end date of School A’'sfinal academic year
isMarch 18, 2007.

Because School B's academic year begins prior to the
assumed end date of the final academic year at School
A, School B may certify a base Stafford loan of no
more than $625 (the student’s base Stafford annual
loan limit asagrade level 1 student at School B,
$2,625, minus the $2,000 received at School A).

For a subsequent term that begins after the end of
School A's final academic year, but within School B’s
initial academic year, School B may certify abase

| * Policy 1018 (Batch 148), approved March 20, 2008

Stafford loan of no more than $2,000 (the student’s
base Stafford annual loan limit asagrade level 1
student at School B, $2,625, minus the $625 already
received at School B for itsinitial academic year).

Example: Transfer to a Clock-Hour-, Non-Term+-
Based, or Nonstandard Term-Based Program

A student received a base Stafford |oan in the amount
of $2,000 asagrade level 3 student at School A for the
loan period August 21, 20082006, to December 20,
20082006. The student then enrolled in School B,
where he was classified as grade level 1 in aclock-
hour, non-term-based credit-hour, or nonstandard
term-based credit-hour program. School B wishesto
certify aloan from his start date, January 5, 20092007,
through the end of the academic year at school A-his-
initia) tormi il  study,
Abigust-20,-2007.

School B contacts School A and determines that the
final academic year at School A ends May 11,
20092007. Because School B’sinitial academic year
begins prior to the end date of the final academic year
at School A, School B may certify abase Stafford loan
of no more than $625 (the student’s base Stafford
annual loan limit asagradelevel 1 student at School B,
$2,625, minus the $2,000 received at School A) until
the completion of the initial-academic year at thenea-
sSchool A, May 11, 2009. After that date, the student
enters a new academic year for annual loan limit
purposes, and School B may certify loans for the next
full academic year or for the remainder of the program,
if less than a full academic year.?

These same principles apply when astudent transfers from
one program of study to another program of study within
the same school.

[Dear Guaranty Agency Director Letter March 16, 1994;
2006-2007 Federal Student Aid Handbook, Volume 3,
Chapter 4, pp. 3-75to 3-77]
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6.1.B Academic Year Categories

Frequency of Stafford Annual Loan Limits

Scheduled Academic Year (SAY)

Figure 6-2

Borrower-Based Academic Year (BBAY)

Standard Term-
Based Credit-Hour
Programs_
(including such
programs offered
in modules)

Consists of a traditional
Aacademic year calendar that
begins and ends at approximately
the same time each calendar year.
and includes at least two
semesters or trimesters, or at least

three quarters
School must use a SAY that meets

the minimum statutory
requirements of an academic year

All loans borrowed during a SAY
(including summer header/trailer)
must not exceed the annual loan
limit for student’s grade level

Loan-period-may-not always-
. | .

Borrower akways-regains eligibility
at-beginning-of-for new annual

loan limit after SAY calendar period

elapses

AlHeans-berrowed-during-SAY-
- it §

student's-gradelevel

After original loan, additional loans

during the same SAY are

permissible if any of the following
occur:

e Student has remaining
eligibility-er

e Student progresses to the-

next-a grade level with a

higher annual loan limit

Student changes from

dependent to independent

Loan period may not always
include all terms in SAY

Summer term may be “leader™
“header” or “trailer” to the SAY,
per

e Strict policy

e By program

e Case by case

Summer Mmini-sessions may be
combined and treated as a single
term-header/trailer or individual
terms-mini-sessions may be
assigned to different SAYs

All standard term-based, credit-hour programs:

Academic year floats with student’s, or a group of students’, enroliment
i )

All loans borrowed during BBAY must be-within-not exceed the annual
loan limit for the-student’s grade level

Borrower regains eligibility for new annual loan limit after BBAY calendar
period elapses

After original loan, additional loans during the same BBAY are
permissible if any of the following occur:

e Student has remaining eligibility:-er

= Student progresses to a grade level with a higher annual loan limit
= Student changes from dependent to independent

«  BBAY begins with term in which student actually enrolls
«  BBAY may include terms student does not attend, if student could
have enrolled at least half time

Mini-sessions (summer or otherwise) must be combined with each other
or with other terms and treated as a single standard term. Student need
not enroll in each mini-session but must have been able to enroll at least
half-time in the combined term

Programs offered in a traditional academic year calendar (i.e., one
that corresponds to a SAY):

Length of BBAY must equal number of terms in SAY, excluding summer
header or trailer

Number of hours/instructional weeks in BBAY need not meet minimum
statutory requirements of an academic year if BBAY includes a shorter
summer term

School may use BBAY for
*  All students

«  Certain programs

*  Certain students

May alternate SAY and BBAY for a student if no overlap of academic
years

Programs not offered in a traditional academic year calendar:

Must use BBAY that consists of at least two semesters or trimesters, or
at least three quarters

BBAY must meet minimum statutory requirements of an academic year
in instructional weeks™

L policy 1030 (Batch 149), approved April 17, 2008
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6.1.B Academic Year Categories

Scheduled Academic Year (SAY) Borrower-Based Academic Year (BBAY)

Nonstandard Term- * BBAY must meet the minimum statutory requirements or equivalent
Based Programs with
Substantially Equal
Terms of At Least
NineWeeks of
Instructional Time

Student enters a new academic year for annual loan limit purposes
when the calendar time of the BBAY has elapsed

Nenstandard-Term- Not applicable BBAY must meet the minimum statutory requirements or equivalent
Based-and-Nen-Term-

Based Credit-Hous Student may not borrow additional loan for progress to next grade level
Programs-ane-Clock- until the student completes both the minimum number of weeks and

Hour Programs, Non- credit/clock hours in an academic year

Term-Based Credit-
Hour Programs, and
Nonstandard Term-
Based Credit-Hour
Programs with Terms
that Are Not
Substantially Equal or
Not At Least Nine
Weeks of
Instructional Time

*The use of the SAY in a nonstandard term-based program with substantially equal terms not less than nine weeks long has not been defined.
This figure will be updated when further guidance is received.”

Adapted from:Trainee Guide: 1997-98 Title IV Training Workshop, U.S. Department of Education, January 21, 1997, pages TG 8-42.[07-08 FSA
Handbook, Volume 3, Chapter 5, pp. 3-79-3-84 and 3-86]2

1 Policy 1042 (Batch 150), approved April 17, 2008
2 Policy 1030 (Batch 149), approved April 17, 2008
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6.2 Determining the Loan Period

6.2
Determining the Loan Period

Theloan period is the period of enrollment for which a
Stafford or PLUS loan isintended. The loan period must
coincide with abona fide academic term established by the
school for which school chargesare generally assessed (i.e.,
semester, trimester, quarter, length of the student’s
program, or the school’s academic year).

[8682.200(b)]

The maximum period for which aschool may certify aloan

is an academic year. See Section 6.1 for more information
about how the academic year is defined and used to
determine and certify the appropriate loan amount for a
student enrolled in a standard term-, nonstandard term-, or

non-term-based credit-hour program, and for a clock-hour
program.

The maximum period for which a school may certify a
Stafford or PLUS loan is the calendar period of timein
which the student is expected to successfully complete the

credit or clock hours and the instructional weeksin the
Title 1V academic year definition for any of the following

programs:

A non-term credit-hour program.

A clock-hour program.

A nonstandard term, credit-hour program that does not

have substantially equal terms.

A nonstandard term, credit-hour program that has
substantially equal termsthat are not al at least nine

weeks in length.

For astudent who attends such a program on at least ahalf-

time but less than full-time basis, otherwise progressesin
the program at a slower rate, or takes an approved |leave of

absence, theloan period may belonger than the loan period

for astudent attending the same program who progresses at

anormal pace.

Example: A school offers anon-term, credit-hour
program of one academic year in length. The Title IV
academic year definition for the program, and the
program’s length, is 24 semester credit hours and

40 instructional weeks, which requires the normal,
full-time student 10 months to complete. For such a
student, theloan period is 10 monthsin length (i.e., the

calendar period required for the student to successfully

compl ete the number of credit hours and instructional

weeks in the program/academic year). However, for a
student who enrollsin the program on aless than full-
time basis (but at least half-time) the loan period may
be 15 months, (i.e., the calendar period necessary for
the student to successfully complete the number of
credit hours and instructional weeks in the program/
academic year at a slower pace).

[§682.603(q)(2)(1)]*

The minimum loan period that a school may certify is:

= Ansingle academic term (e.g., a semester or quarter)

for:-scheels

A program that measures academic progressin
credit hours and uses a semester, trimester, or
quarter system.

— A program that has terms that are substantially
egual in length and for which no term in the loan
period isless than nine weeks in length.
[8682.603(f)(2)()(A)]

= Thelesser of the length of the student’s program at the

school, the school’s academic year, or the student’s
remaining period of enrollment for the program of
study at the school, whicheverislessfor:-scheels

A program that measures academic progressin
clock hours {or in credit hours, but that does not
use a semester, trimester, or quarter system.

— A program that does not have termsthat are
substantially equal inlengthwith noterm lessthan
nine weeksin length.

[8682.603(f)(2)(ii)(B)]

«  Theshorter of the remaining portion of the program of
study or the remaining portion of the original school’s
academic year if astudent transfers to a school from
another school, and the prior school certified or
originated aloan for an academic year that overlapsthe
academic year at the new school. In this case, the new
school may certify aloan for no more than the
remaining balance of the student’s annual loan limit

(see Section 6.1).
[8682.603(q)(1)(ii)]?

1 Policy 1019 (Batch 150), approved April 17, 2008
2 Policy 1043 (Batch 150), approved April 17, 2008
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6.2 Determining the Loan Period

The remainder of the current academic year for a
student who completes one program and begins
another program within an academic year at the same
school. The school may certify an additional loan for
an amount that does not exceed the remaining balance

Including a Retroactive Period in a Loan Period

Generally, aschool may certify aborrower’s eligibility for

a Stafford or PLUS loan retroactive to the beginning of the

current period of enrollment for a student or parent

of the student’s annual loan limit at the loan level
associated with the new program (see Section 6.1) if
each of the following criteria are met:

—  The student’s last loan to compl ete that program
was for aperiod of less than an academic year.

—  The student then begins a new program at the
same school within the same academic year.
[8682.603(0)(1)(iii)]

The exception to this rule is the completion of a graduate
program and beginning of an undergraduate program
within an academic year. In this case, the undergraduate
loan limit for the student’s grade level applies, but amounts

borrower, as applicable, who meets conditionsthat include,

but are not limited to, the following:

previously borrowed at the graduate level within the same
academic year do not count against the undergraduate
annual loan limit. The total amount awarded for the
academic year may not exceed the higher (graduate/
professional) annual loan limit.

[07-08 FSA Handbook, Volume 3, Chapter 5, p. 3-88]*

Fhe-maximum-toan-period-that-a-school-may-certify-is:

Defaulted Borrowers

The maximum loan period that the school may certify for a
defaulted borrower whose Title IV dligibility is reinstated
(see Subsection 5.2.E) is the academic year during which
the borrower regains eligibility.

[8682.603(f)(2)(ii)]

L Policy 1043 (Batch 150), approved April 17, 2008
2 policy 1019 (Batch 150), approved April 17, 2008

«  The student or parent borrower, as applicable, regains
eligibility during the period of enrollment after an
earlier loss of dligihility dueto, for example:

—  Failure to® meet- make satisfactory academic
progress (see Section 8.4).% ° If the school’s
written satisfactory academic progress policy
provides for reinstatement of eligibility at alater
point, the school must comply with its written
policy.

[07-08 FSA Handbook, Volume 1, Chapter 1, p. 1-

MG

— Failure to meet citizenship requirements (see
Subsection 5.2.A).

— A prior default or overpayment in aTitle IV
program (see Subsections 5.2.D and 5.2.E).
[8682.603(f)(2)(ii)]

— Inadvertent borrowing in excess of the Stafford
annual or aggregate loan limit (see Subsection

6.11.E).

- Thestudent or parent borrower, as applicable, requests
aloan in the second or subseguent payment period in
the period of enrollment.

. Thestudent regains eligibility after aloss of digibility
due to a conviction for drug possession or sale (see

Section 5.8).

However, aschool may include aretroactive portion of the
current enrollment period in aStafford or PLUSI|oan period
only if the student attended and compl eted that retroactive
period on at |east a half-time basis. For example, a school
may certify aloan in the spring term for afall/spring period
of enrollment and include the costs for the fall termin the
student’s cost of attendance for the loan period, provided
that the student completed the fall term on at least a half-
time basis. The school must ensure that aloan period
including aretroactive period does not exceed the7_

Policy 976 (Batch 143), approved October 18, 2007
Policy 976 (Batch 143), approved October 18, 2007
Policy 999 (Batch 146), approved January 17, 2008
Policy 999 (Batch 146), approved January 17, 2008
Policy 976 (Batch 143), approved October 18, 2007
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6.3 Determining Payment Periods

maximum allowable loan period as described above, and
meets applicable criteriafor determining the frequency of
Stafford annual loan limits (see Section 6.1 and Figure 6-2).
If astudent attended during a retroactive period on aless-
than-half-time basis, a school must not include the
retroactive period in the loan period or that retroactive
period’s costs in the cost of attendance for the loan period.
[07-08 FSA Handbook, Volume 1, Chapter 1, pp. 1-10, 1-
13, and 1-14, and Volume 4, Chapter 2, p. 4-44]*

6.3
Determining Payment Periods

The payment period is the basis on which a school must
schedule and deliver disbursements for a particular loan
period. The payment period begins on the first day of
regularly scheduled classes. A payment period is
determined by the structure of the school’s academic
program.-At-a-scheol-that doesnot-use standard-terms.a-
Y | II byt i relati helenath of
student s program-of-study:
56684

For the purpose of determining payment periods, the
following definitions apply:

Substantialy equal in length —terms are substantially
egual in length if no term in the program is more than

two weeks of instructional time longer than any other
term in that program.

Successful completion — a student successfully
completes credit hours or clock hoursif the school
considers the student to have passed the coursework
associated with those hours.

L Policy 976 (Batch 143), approved October 18, 2007

6.3.A
Credit-Hour Programs With Standard Terms

or With Nonstandard Terms That Are
Substantially Equal in Length

For an eligible program that measures progress in credit
hours and has standard academic terms, or has nonstandard

terms that are substantially equal in length, the payment
period isthe academic term (semester, trimester, quarter, or
nonstandard term).

[8668.4(8)]

6:3:6
StandardFerm-Based-ProgramsOffered-in-
Medules

6.3.B

Standard Term-Based Programs Offered in
Modules?

For an eligible program that combines a series of modules
into asemester, trimester, or quarter and measures progress
in credit hours, the payment period includes all of the
modules the student was scheduled to attend in the
semester, trimester, or quarter beginning with the module
that included the student’sfirst day of attendance. The
following criteria apply to programs offered in modules:

«  Someor al of the coursesin the program are offeredin
modules that are scheduled sequentially rather than
concurrently. (The modules may overlap.)

«  Two or more modules make up a standard term at the
ingtitution (e.g., a 12-week term is offered in three 4-
week modules).

« A student may begin hisor her program of study at the
beginning of any module in the term.

2 Policy 1044 (Batch 150), approved April 17, 2008
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6.3.C Credit-Hour Programs with Nonstandard Terms That Are Not Substantially Equal in Length

« A student may skip one or more modulesin the term.

« A student must enroll up front in all modules he or she
plansto attend within the term, although he or she may
subsequently add or drop a course.

[DCL GEN-00-24]

A school may use a scheduled academic year (SAY) or a
borrower-based academic year (BBAY) for astandard term-

based program comprised of modulesthat is offered in a
traditional academic year calendar. See Section 6.1 for
more information about the use of aSAY and aBBAY ina

For any remaining portion of an eligible program that is
more than one-half of an academic year in length, but less
than a complete academic year, the following applies:

«  Thefirst payment period isthe period of timein which
the student successfully completes half of the credit
hours and half the number of weeks of instructional
time in the remaining portion of the program.

«  The second payment period is the period of timein
which the student successfully completes the
remainder of the program.

standard term-based, credit-hour program that is offered in

atraditional academic year calendar.’

6.3.C
Credit-Hour Programs with Nonstandard
Terms That Are Not Substantially Equal in

Length

For an eligible program that measures progressin credit
hours and has nonstandard terms that are not substantially
egual in length, the payment period varies, depending on
the length of the program, or the remaining portion of the
program.

For an €eligible program that is one academic year or lessin

length, the following applies:

Thefirst payment period isthe period of timeinwhich

the student successfully completes half of the credit
hours in the program and half of the number of weeks

of instructional time in the program.

The second payment period is the period of timein
which the student successfully completes the
remainder of the program.

For an €ligible program that ismore than one academic year

in length, the following applies for the first academic year
and for any subsequent full academic year:

Thefirst payment period isthe period of timeinwhich

the student successfully completes half of the credit
hours and half the number of weeks of instructional
time in the academic year.

The second payment period is the period of timein
which the student successfully completes the
remainder of the academic year.

L Policy 1030 (Batch 149), approved April 17, 2008

Chapter 6: School Certification—April 2008

For any remaining portion of an eligibleprogramthat isless
than one-half of an academic year in length, the payment
period isthe remainder of the program; however, loan funds
must be delivered in at least two disbursements, unless the
school is exempt from the multiple disbursement
reguirement as aresult of alow cohort default rate (see
Subsection 7.7.B).

[8668.4(b)]

6.3.D
Clock-Hour Programs or Non-Term-Based
Credit-Hour Programs

For an eligible program that measures progressin clock
hours, or a program that measures progress in credit hours
and does not have academic terms, the payment period
varies, depending on the length of the program or the
remaining portion of the program.

For an eligible program that is one academic year or lessin
length, the following applies:

«  Thefirst payment period isthe period of timein which
the student successfully completes half the rumberof-
clock hours or credit hours and half the number of
weeks of instructiona time in the academic-year-or-
program.

[8668.4(ch)(1)()]

«  The second payment period isthe period of timein
which the student successfully completes the

remainder of the academic-year-or-program.
[8668.4(ch)(1)(ii)]?

2 Policy 1044 (Batch 150), approved April 17, 2008
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6.3.D Clock-Hour Programs or Non-Term-Based Credit-Hour Programs

For an eligible program that is more than one academic year
in length, the following applies for the first academic year
and any subsequent full academic year:

Thefirst payment period isthe period of timein which
the student successfully completes half the aumberof-
clock hours or credit hours and half the number of
weeks of instructional time in the academic year.
[8668.4(ck)(2)(i)(A)]

«  The second payment period isthe period of timein

| which the student successfully completes the
remainder of the academic year.

| [§668.4(ck)(2)(i)(B)]

For any remaining portion of an eligible program that is
| more than one half of an academic year in length, but less
than a compl ete academic year, the following applies:

Thefirst payment period isthe period of timeinwhich
a student successfully completes half the Aumberof-
clock hours or credit hours and half the number of
weeks of instructional time remaining in the program.
[8668.4(ch)(2)(i1)(A)]

The second payment period isthe period of timein
which the student completes the remainder of the
program.

| [§668.4(ck)(2)(ii)(B)]

For any remaining portion of an eligible program that is not
more than one half an academic year, the payment periodis
theremainder of that program; however, loan funds must be
deliveredin at least two disbursements, unlessthe school is
exempt from the multiple disbursement requirement as a
result of alow cohort default rate (see Subsection 7.7.B).
[8668.4(ch)(2)(iii)]

If andnstitution school is unable to determine when a
student has completed half the clock hours or credit hours
inaprogram, academic year, or theremainder of aprogram,
the student is considered to begin the second payment

| period of the program, academic year, or the remainder of a
program at the later of:

The date, as determined by the school, that the student
has successfully completed one-half of the academic
coursework in the program, academic year, or the
remainder of the program.

[8668.4(ck)(3)()]

hecal i doint he I

scheduled-days-of class-of The date when the student
successfully completed half of the number of weeks of

instruction in the program, academic year, or the
remainder of the program.
[8668.4(ch)(3)(ii)]

L policy 1044 (Batch 150), approved April 17, 2008
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6.3.E Excused Absences in Clock-Hour Programs

6.3.E
Excused Absences in Clock-Hour Programs

For the purposes of determining whether a student has
successfully completed the clock hoursin a payment
period, aschool may count an excused absence (an absence

the student does not have to make up) if:

The school has awritten policy that permits excused
absences.

The number of excused absences under the written
policy for purposes of determining payment periods
does not exceed the lesser of:

— Theschool’s accrediting agency’s excused
absence policy.

—  The excused absence policy of any state agency
that licenses or legally authorizes the school to
operate in the state.

—  Ten percent of the clock hoursin the payment
period.
[8668.4(¢)

6.3.F

Students Returning to a Non-Term Credit-
Hour or Clock-Hour Program after a
Withdrawal

If a student withdraws from a program but re-enters that
same program within 180 days, the school is required to
place the student in the same payment period in which the
student was originally enrolled when the withdrawal
occurred. The student is again eligible to receive any loan
funds for which he or she was eligible prior to the
withdrawal, including any funds that may have been
returned by the school or student as part of the return of
Title IV funds process.

[8668.4(fe)]

If, however, a student returns to the same program after
180 days or, at any time, either transfersinto a different
program at the same school or enrollsin another school, the
applicable school must calculate a new payment period for
the remainder of the student’s program based on how
program progressis measured. For purposes of calculating
payment periods only, the length of the program is the
number of credit hours or clock hours and the number of
weeks of instructional time-er-the-number-of-clock-hours;-
that the student has remaining in the program he or she

entered or re-entered. If the remaining hours {and weeks--
apphicable) constitute one half of an academic year or less,
the remaining hours constitute one payment period.

[8668.4(gf)(1) and (2)]

Thereisone exception to thisrule: aschool may consider a
student who transfers to a different program at the same
school to remain in the same payment period if all of the
following conditions are met:

«  Thestudent is continuously enrolled at the school.

«  The coursework in the payment period the student is
transferring out of is substantially similar to the
coursework the student will be taking when he or she
first transfers into the new program.

«  The payment periods are substantially equal in length
in weeks of instructional time and credit or clock
hours.

« Therearelittle or no changesin institutional charges
associated with the payment period

. The credits from the payment period the student is
transferring out of are accepted toward the new
program.

[§668.4(g)(3)]*

6.4
Determining the Disbursement Schedule

Federal regulations require a school to specify a
disbursement schedule that provides for disbursements to
be made on a payment-period basis for each Stafford and
PLUS loan it certifies. The school, or aguarantor acting on
behalf of the school, may subsequently modify that
schedule. The school may delegate its responsibility for
assigning disbursement dates to a guarantor with whom it
participates.

A school should attempt to assign disbursement dates with
which the lender may reasonably comply. The school
should not specify adisbursement date that will likely pass
beforetheloanisguaranteed. An expired disbursement date
may result in delayed processing of the loan.

In establishing the disbursement schedule, a school must
allow for necessary mail and processing time. The school
should provide the dates on which it would expect the

lender to issue the check or master check or generate the

1 Policy 1044 (Batch 150), approved April 17, 2008
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6.4.A Multiple Disbursements and Exceptions

EFT transaction—not the date on which the school
anticipatesreceiving the funds. In addition, the school must
schedule disbursement dates that comply with applicable
delivery requirements. For more information on delivery
requirements, see section 8.7.

The requirement that disbursements be made on a payment-
period basis (see section 6.3 for information regarding
payment periods) does not eliminate any applicable
multiple disbursement requirement (see subsection 6.4.A)
for a school to deliver loan proceeds in substantially equal
installments, with no installment exceeding one half of the
loan amount. See subsection 6.4.A for information about
multiple disbursement and section 8.7 for information
about proportional disbursement and specia delivery
requirements for programs with nonstandard terms.
[8682.604(c)(6) and (9)]

6.4.A
Multiple Disbursements and Exceptions

The school must establish a disbursement schedule that
ensures that a Stafford or PLUS loan is disbursed in two or
more installments, regardless of the loan amount. A
Stafford or PLUS loan may be disbursed by asingle
disbursement only in the following cases:

«  Theloanismadefor aperiod of enrollment that is not
more than one semester, trimester, or quarter, or, for a
school without standard terms, not more than
4 months, if the school’s cohort default rate for each of
thethree most recent fiscal yearsfor whichinformation
isavailable islessthan 10%.

[HEA 428G(a)(3)]

Theloan is made to a student enrolled in a study-
abroad program, if the eligible school at which the
student will receive course credit for the study-abroad
program has a cohort default rate of less than 5% for
the most recent fiscal year for which information is
available.

[HEA 428G(e); §682.604(c)(10)(ii)]

A school must cease to certify loans based upon these
exceptions no later than 30 days after the date it receives
notice from the Department of a cohort default rate that
causes the school to no longer meet the necessary
qualifications.

[8682.603(0)(2)]

14

6.4.B
When Disbursements May Be Scheduled-
Made!

For a Stafford loan disbursed by EFT or master check, the
earliest date for which afirst disbursement may be
scheduled is:

The 28th day of the first payment period if the student
isafirst-year undergraduate, first-time borrower and
the school is subject to delayed delivery provisionsfor
such students.

[8668.167(a)(1)(i)]

13 days before thefirst day of the first payment period
for all other borrowers, including first-year
undergraduate first-time borrowers at schools not
subject to delayed delivery.

[8668.167(a)(1)(ii)]

For a Stafford loan disbursed by individual check, the
earliest date for which afirst disbursement may be
scheduled is:

Thefirst day of the first payment period if the student
isafirst-year undergraduate, first-time borrower and
the school is subject to delayed delivery provisionsfor
such students.

[8668.167(a)(2)(i)]

30 days before the first day of thefirst payment period
for al other borrowers, including first-year
undergraduate first-time borrowers at schools not
subject to delayed delivery.

[8668.167(a)(2)(ii)]

For aPLUS loan, the earliest date for which afirst
disbursement may be scheduled is:

« 13 daysbeforethefirst day of the first payment period
for aloan disbursed by EFT or master check.
[8668.167(a)(3)(i)]

30 days before the first day of thefirst payment period
for aloan disbursed by individual check.
[8668.167(a)(3)(ii)]

! Policy 1044 (Batch 150), approved April 17, 2008
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6.4.B When Disbursements May Be Scheduled Made

If the loan period for a Stafford or PLUS loan consists of
one payment period, the school must schedul e the second er
subseguent-disbursement so that the disbursement is
delivered no earlier than:

Tthe calendar midpoint between the first and last
scheduled days of class of the loan period in the
following types of programs::

— A standard term, credit-hour program.

A nonstandard term, credit-hour programinwhich
al of theterms are at |least nine weeks and
substantially equal in length.

The date the student successfully completes half of the
credit or clock hours (or half of the academic
coursework) and half of theweeksof instructional time
in the loan period in the following types of programs:

— A nonstandard term, credit-hour program that
does not have substantially equal terms.

— A nonstandard term, credit-hour program that has
terms substantially equal in length, but are not all
at least nine weeksin length.

— A non-term, credit-hour program.

— A clock-hour program.

If the loan period for a Stafford or PLUS loan consists of
more than one payment period, the earliest datefor whicha
second or subsequent disbursement from the lender may be
scheduled is:

[§682.604(c)(6)(i) and (ii)]*

«  13daysbeforethefirst day of any subsequent payment
period for aloan disbursed by EFT or master check.
[8668.167(a)(3)(i)]

«  30daysbeforethefirst day of any subsequent payment
period for aloan disbursed by individual check.
[8668.167(a)(3)(ii)]

If thefirst disbursement would occur on or after the date on
which the second or subsequent disbursement could be
made, the first and second disbursements, or the first and
subsequent disbursements, may be combined (see
subsection 7.7.A.).

[8682.207(d)]

L Policy 1044 (Batch 150), approved April 17, 2008

L]
Chapter 6: School Certification—April 2008 15


http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=604&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=207&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=167&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=167&TYPE=TEXT

6.9 Defining Enroliment Status

if the student isindependent in the current award year solely
because he or sheismarried, the student is dependent in the
next award year if he or she cannot answer “yes’ to any of
the dependency questions on the FAFSA.

[2006-2007 Federal Student Aid Handbook, Application
and Verification Guide, Chapter 3, p. AVG-23 and
Chapter 5, p. AVG-97]

If the student’s last remaining parent dies after the student
submits the FAFSA, the student must update his or her
dependency status on the Student Aid Report (SAR) and
report income and assets as an independent student.
[2006-2007 Federal Student Aid Handbook, Application
and Verification Guide, Chapter 5, p. AVG-29]

After the school has certified a Stafford loan, the loan
certification cannot be changed to reflect achangein
dependency status. However, the school may use the
updated status to recal culate the expected family
contribution (EFC) and certify additional loansif the
student qualifies. The school isliable for any overpayment
of Stafford loan funds due to recalculation errors.
[2006-2007 Federal Student Aid Handbook, Application
and Verification Guide, Chapter 5, p. AVG-97]

6.9
Defining Enrollment Status

A school must define full-time enrollment statusfor each of
its undergraduate, graduate, or professional programs of
study. A student’senrollment may include any combination
of-codrsanork courses, work, research, or special studies
(see Section 6.1 for information regarding the definition of
an academic year and the frequency of annual loan limits).
A student’s enrollment status may affect the student’s cost
of attendance (COA), and, therefore, the amount of loan
funds the school may certify.

[8668.2(b); 07-08 FSA Handbook, Volume 1, Chapter 1, p.

1-11
Undergraduate Students

For an undergraduate student, the school’s definition of
full-time enrollment for a program must meet, at a
minimum, one of the following standards:

« 12 semester or quarter hours per academic term, for a
program in which academic progress is measured in
semester, trimester, or quarter hours.

« 24 semester or 36 quarter hours per 30-week academic
year, for aprogram in which academic progressis
measured in credit hours without using a semester,

trimester, or quarter system. In this case, aweek isany
period of 7 consecutive days in which the school
providesfor at least one day of regularly scheduled
instruction, examinations, or preparation for final
examinations. Any time frame allotted to such
preparation for final examinations must be after the last
scheduled day of classes for the term or payment period.

« 24 clock hours per week, for a program in which
academic progress is measured in clock hours.

+ A seriesof coursesor seminarsthat equals 12 semester
hours or 12 quarter hours in a maximum of 18 weeks.

«  Thework portion of a cooperative education program
in which the amount of work performed isequal to the
academic workload of afull-time student.

+ Inaneducationa program using both credit and clock
hours, any combination of credit and clock hoursin
which the sum of the following fractionsis equal to or
greater than one:

For a program using a semester, trimester, or quarter
system:

number of credit number of clock

hours per term + hours per week
12 24

For a program not using a semester, trimester, or
quarter system:

number of semester number of number of

or trimester hours quarter hours per clock hours

per academic year academic year per week
24 36 24

The school’s definition of hHalf-time enrollment is-
considered-for an undergraduate program must include at
least half of the academic workload of the applicable
regulatory minimum full-time-status-defined-by-the schoel-
foritsstudents enrollment standard for that program, as
outlined above.

[§668.2(h)-5682.200] *
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6.10 Determining the Student’s Grade Level

Graduate and-or Professional Students

For graduate and-or professional students, a school must
define full-time enrollment for each of its programs of
study is-determined-based on academic standards
developed by the school. The school’s definition of hHalf-
time enrollment for a graduate or professional program
must include at | east isconsidered-half of the full-time
academic workload defined by the school for its-graduate
and-or professiona students enrolled in that program.

[5682.200(5)§668.2(h)]

Students Enrolled in a Correspondence Program or
Coursework

An undergraduate or graduate student who is enrolled
solely in correspondence study is never considered more
than a half-time student, even if the student is enrolled in
enough correspondence coursework to be considered full
time. A school’s definition of half-time enrollment for a
student enrolled solely in a program of study by
correspondence must be at least 12 hours of work per week,

or at least six credit hours per semester, trimester, or

quarter.
[8668.2(b); 07-08 FSA Handbook, Volume 3, Chapter 3,

p. 3-50]

A student who is enrolled in a non-correspondence study
program and combines correspondence coursework with
regular coursework may be considered full-time. For a
graduate or professional student, a school must define full-

time enrollment for each of its programs. For an
undergraduate student, a school’s definition of full-time
enrollment must equal or exceed the applicable minimum
full-time enrollment standard (see the subheading in this
section entitled Undergraduate Sudents for further
information). In addition, an undergraduate student
enrolled in a non-correspondence program who combines
correspondence coursework with regular coursework is
considered full-time only if at least half of the student’s
full-time academic workload is comprised of regular (i.e.,
non-correspondence) coursework that meets half of the
school’s definition of afull-time academic workload for
students enrolled in that program.

[§668.2(b)]*
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6.10
Determining the Student’s Grade Level

A school is required to publish the academic standards and
grade level advancement requirements for each of its
programs of study. Because maximum FFELP loan
amounts have been established for each grade level, a
student’s grade level isan intrinsic part of determining the
loan amount for which the student iseligible, and, thus, the
amount of the loan the school may certify.

Undergraduate Students

The school may advance an undergraduate student’s grade
level once the student completes the number of credit or
clock hours specified by the school asthe amount necessary
for the student to advance in academic standing within the
student’s program of study (for example, from freshman to
sophomore). At a minimum, the school’s standards must
require the student to complete at |east 24 semester or
trimester hours, 36 quarter hours, or 900 clock hoursto
advance the student to the next grade level.

[8668.3(a)(2)]

Note: If aschool’s published academic standing
requirements exceed the school -defined academic year, the
school is required to use the published academic standing
reguirements to certify a student’s grade level for loan
purposes. For example, a school defines its academic year
asthe completion of 24 creditsin 30 weeks, but requiresthe
successful completion of 30 creditsfor astudent to advance
from freshman to sophomore standing. In this case, if a
student completeslessthan 30 creditsduring his or her first
academic year, the student remains eligible for first-year
undergraduate loan limits at the beginning of his or her
second academic year. The school may not certify asecond-
year undergraduate |oan until the student successfully
completes 30 credits, as required by the school to advance
from freshman to sophomore standing.

Graduate and Professional Students

A graduate or professional student’sgradelevel isadvanced
according to the school’s academic standards for the
program of study in which the student is enrolled.
[8682.401(b)(2)(ii)(B)]
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7.2.A Lender Responsibilities under a Master Promissory Note

«  Determining the school’s authorization to certify
Stafford or PLUS loans using the multi-year feature of
the MPN for each subsequent loan made under an
existing MPN, based on information provided by the
Department.

«  Ensuring that either an affirmative or passive
Cconfirmation er-Netification-processisin place for
Stafford or Grad PLUS loans made using the multi-
year feature of the MPN. See subsection-8:2.D-
Subsection 8.2.B for €confirmation and-Netification-
requirements.

«  Ensuring that a processisin place to obtain the parent
borrower’s requested |oan amount before each Parent
PLUS loan is disbursed under a Federal PLUS Loan
Application and Master Promissory Note (PLUS
MPN).!

«  Determining that the lender retains the right to
originateloansusing the MPN, if aprevious|oan made
using the MPN has been sold to another holder.

— If theoriginal lender sellsaloan to a new lender
but does not assign the origination rights (i.e., the
right to make subsequent loans to the borrower
under the same MPN), then each lender may own
separate loans under the same MPN. In this
scenario, these lenders must determine which one
of them will possessthe original MPN document.
Each lender may use the original MPN or atrue
and exact copy of the MPN to enforce any loans
made using that MPN.

— Iftheoriginal lender assignstheorigination rights,
then the original lender may not make new loans
under the MPN. The new lender may use the
original or atrue and exact copy of the MPN to
enforce any loansit acquires and any future loans
it makes using that MPN.

«  Verifying that the loan is supported by a signed MPN
and that the ability to make subsequent loans using that
MPN has not expired.

«  Providing the borrower with a Plain Language
Disclosure for each subsequent loan made under the
multi-year feature of the MPN.

| L Policy 1029 (Batch 149), approved April 17, 2008

Under the terms of the MPN, alender’s ability to make
subsequent loans to a borrower expires upon the earliest of:

+ 12 months after the date the original MPN is signed if
no disbursements are made using that MPN.

«  10yearsfrom the date the borrower signsthe MPN, or
the date the lender receivesthe MPN if the MPN is not
dated. However, if aportion of theloan isdisbursed on
or beforethe date that is 10 years from the signature or
receipt date, all remaining disbursements for that loan
can be made.

«  Thedate the lender receives written notification from
the borrower that the MPN may no longer be used as
the basis for making additional loans.
[8682.401(d)(4)(v); DCL GEN-98-25; DCL GEN-99-
9; DCL GEN-03-03]

A lender may elect not to make subsequent loans under an
existing MPN. The lender’s decision may be based on any
number of circumstances—for instance, if thereisachange
in the borrower’s circumstances (such as bankruptcy or
delinquency), or because the loan is being requested under
aLender of Last Resort Program.

[DCL GEN-98-25]

Thelender must ensure that a separate, valid PLUSMPN is
in place in the following circumstances:

«  Theparent borrower isregquesting PLUSIoan fundsfor
adifferent dependent student.

«  ThePLUSIloan borrower isrequired to obtain a credit-
worthy endorser. If the lender determines that the
borrower has an adverse credit history and permitsthe
use of an endorser, a separate Endorser Addendum
must be completed for each PLUS loan. When an
endorser isrequired, anew PLUS MPN isrequired for
each loan. Any increase in the requested |oan amount
by the borrower must be approved by the endorser and
requires anew PLUS MPN and Endorser Addendum.

«  Theschool islocated outside of the United States.
However, in some circumstances, the Department may
notify aschool located outside the United Statesthat it
iseligibleto makeloans using the multi-year feature of
the MPN.

[DCL GEN-03-03]

The lender may delegate some or al of the preceding
responsibilities to another party. However, the lender
remains responsible for ensuring the activities are
completed.

Chapter 7: Loan Origination—April 2008
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7.4.A Current Stafford Interest Rates

7.4.A
Current Stafford Interest Rates

Theinterest rate on all Stafford loansfirst disbursed on or
after July 1, 2006, is afixed rate of 6.8% for the life of the
loan, except for subsidized Stafford loans made to
undergraduate borrowers and first disbursed as follows:-

On or after July 1, 2008, and before July 1, 2009, the
interest rate is 6%.

On or after July 1, 2009, and before July 1, 2010, the
interest rate is 5.6%.

On or after July 1, 2010, and before July 1, 2011, the
interest rate is 4.5%.

On or after July 1, 2011, and before July 1, 2012, the
interest rateis 3.4%.

[8682.202(a)(1)(ix) and (X)]

Interest rates applicable to Stafford loansfirst disbursed on

or after July 1, 2006, arelisted in Figure 7-1.

7.4.B
Reduced Stafford Interest Rates

A lender may choose to charge a borrower an interest rate
that is lower than the maximum rate permitted by statute
(the statutory rate). If alower rate is charged, the lender
must ensure that reports issued to the Department (such as
the Lender’s Interest and Special Allowance Request and
Report [LaRS report]) are adjusted. See appendix A for
more information on LaRS reporting.

A lender must notify the borrower, at the time alower
interest rate is offered, that the lower interest rate ends on
the date adefault or ineligible borrower claimis purchased
by the guarantor. The lender may provide thisinformation
in any format. Documentation of the notice must be
maintained in the borrower’sfile. A lender isencouraged to
include this documentation (showing that the borrower was
informed that the lower interest rate expires upon claim
purchase) with default and ineligible borrower claim files.
The lender will be required to provide this documentation
if aborrower challenges the guarantor or the Department
for charging the applicabl e statutory maximum interest rate
during postclaim interest accrual. If the issue goesto court
and the decision isin favor of the borrower such that the
loan is unenforceable at the statutory maximum interest
rate, the lender will be required to repurchase the loan and
the guarantee will be withdrawn permanently. The lender
may be required to reimburse the guarantor for any court
costs or court-imposed fines or penalties.

7.4.C
Previous Stafford Interest Rates

Interest rates applicable to Stafford loans first disbursed
before July 1,-1998 2006, are listed in Figure 7-1.

Theinterest rate on al Stafford loans first disbursed on or
after July 1, 1994, through June 30, 2006, isavariable rate
not to exceed 8.25%. The variable interest rate is adjusted
annually on July 1, and remainsin effect through June 30 of
the following year. (Refer to Figure 7-1 for information on
the calculation of the applicable interest rates.)

[HEA 427A(f); HEA 427A(g); HEA 427A()(1) and (2);
HEA 427A (k)(1) and ()]
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7.4.D Resolving Interest Rate Discrepancies on Stafford Loans

Theinterest rate on any Stafford loan first disbursed before

July 1, 1994, was based on whether the borrower was a
“new borrower.” For purposes of FFEL P loans, a“new
borrower” was any borrower who had no outstanding
balance on a FFEL P loan on the date he or she signed the
promissory note for a FFELP loan. For |oans disbursed
before July 1, 1994, if the borrower had an outstanding
balance on a Stafford |oan on the date the borrower signed

the application and promissory note, the borrower’s new

loan carried the same interest rate as the outstanding loans.

Some fixed-rate Stafford loans have been converted to
variable interest rates in accordance with excess interest
rebate provisions of the Higher Education Amendments of
1986 and the Higher Education Amendments of 1992. For
more information on these provisions, see Section H.2.*

7.4.D
Resolving Interest Rate Discrepancies on
Stafford Loans

If alender learns that a Stafford loan has been made at an
incorrect interest rate, the lender must notify the borrower,
guarantor, and the Department, as appropriate, of the correct

L Policy 1032 (Batch 149), approved April 17, 2008

rate. The borrower must be notified of a change resulting in
an increased rate. The lender may note the change by
marking and initialing the guarantee disclosure or by sending
aseparate notice to the borrower. The guarantor may provide
the corrected notice to the borrower on thelender’sbehalf. In
some states, the law requires that the borrower sign a new
promissory note reflecting the corrected rate.

A Lenders may contact individual guarantors for more
information on resolving interest rate discrepancies.
See section 1.5 for contact information.

Regardless of whether the borrower agrees to the change,
thelender isrequired to report the correct interest rate to the
guarantor, in aformat acceptable to the guarantor. Also, the
lender must review its servicing records and ensure that
reports issued to the Department (such as the Lender’s
Interest and Special Allowance Request and Report [LaRS
report]) are adjusted to reflect accruals at the corrected rate.

The lender must adjust a borrower’s principal and interest
amount owed if the borrower is entitled to alower rate.

Stafford Loan Interest Rates

Disbursement/Loan Period/Borrower Characteristics

Figure 7-1

Interest Rate

First disbursement on/after 7/1/06
Subsidized Stafford loans made to undergraduate borrowers and first

disbursed as follows:

On or after July 1, 2008, and before July 1, 2009
On or after July 1, 2009, and before July 1, 2010
On or after July 1, 2010, and before July 1, 2011
On or after July 1, 2011, and before July 1, 2012

Fixed interest rate of 6.8%

Fixed interest rate of 6%
Fixed interest rate of 5.6%
Fixed interest rate of 4.5%
Fixed interest rate of 3.4%!

First disbursement on/after 7/1/98, but before 7/1/06

In-school, grace, and deferment periods:
Variable interest rate—equal to the 91-day Treasury bill* rate plus 1.7%,
not to exceed 8.25%

Repayment and forbearance periods:
Variable interest rate—equal to the 91-day Treasury bill* rate plus 2.3%,
not to exceed 8.25%

First disbursement on/after 7/1/95 but before 7/1/98

In-school, grace, and deferment periods:
Variable interest rate—equal to the 91-day Treasury bill* rate plus 2.5%,
not to exceed 8.25%

Repayment and forbearance periods:
Variable interest rate—equal to the 91-day Treasury bill* rate plus 3.1%,
not to exceed 8.25%
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7.4.D Resolving Interest Rate Discrepancies on Stafford Loans

Disbursement/Loan Period/Borrower Characteristics

Interest Rate

First disbursement on/after 7/1/94 but before 7/1/95 for periods of
enrollment that include or begin on/after 7/1/94

Variable interest rate—equal to the 91-day Treasury bill* rate plus 3.1%,
not to exceed 8.25%

First disbursement on/after 12/20/93 but before 7/1/94 to a borrower
with an outstanding PLUS, SLS, or Consolidation loan, but not a
Stafford loan

Variable interest rate—equal to the 91-day Treasury bill* rate plus 3.1%,
not to exceed 9%

First dishursement on/after 10/1/92 but before 7/1/94 to a “new
borrower” with no outstanding FFELP loans

Variable interest rate—equal to the 91-day Treasury bill* rate plus 3.1%,
not to exceed 9%

First disbursement on/after 10/1/92 but before 12/20/93 to a borrower
with an outstanding PLUS, SLS, or Consolidation loan, but not a
Stafford loan

Original fixed interest rate of 8%. These loans were subject to excess
interest rebates and converted to a variable interest rate—equal to the
91-day Treasury bill* rate plus 3.1%, not to exceed 8%.

First disbursement on/after 7/23/92 but prior 7/1/94 to a borrower with
an outstanding 7%, 8%, 9%, or 8%/10% Stafford loan

Original interest rate was the same as on the borrower’s previous Stafford
loans (i.e., a fixed rate of 7%, 8%, 9%, or 8%/10%). These loans were
subject to excess interest rebates and converted to a variable interest
rate—equal to the 91-day Treasury hill* rate plus 3.1%, with a cap equal
to the loan’s previous fixed rate (i.e., 7%, 8%, 9%, or 10%).

First disbursement before 10/1/92 for a period of enroliment beginning
on/after 7/1/88 to a “new borrower” or a borrower who has an
outstanding balance on a PLUS, SLS, or Consolidation loan, but not a
Stafford loan

Original interest rate of 8% until 48 months of the repayment period have
elapsed and 10% thereafter. These loans were subject to excess interest
rebates and must be or have been converted to a variable interest rate—
equal to the 91-day Treasury bill* rate plus 3.25%, not to exceed 10%.

First disbursement to a borrower with an outstanding balance on a
PLUS, SLS, or Consolidation loan, but not a Stafford loan, for a period
of enroliment before 7/1/88

Fixed interest rate of 8%.

First disbursement to a “new borrower” for a period of enrollment on/
after 9/13/83 but before 7/1/88

Fixed interest rate of 8%

First disbursement to a “new borrower” for a period of enrollment on/
after 1/1/81 but before 9/13/83

Fixed interest rate of 9%

First disbursement to a “new borrower” for a period of enrollment
before 1/1/81

Fixed interest rate of 7%

*Based on the bond equivalent rate of the 91-day Treasury bill auctioned at the final auction before the preceding June 1. All variable interest rates

are adjusted annually on July 1.1

L Policy 1032 (Batch 149), approved April 17, 2008
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7.8 Processing the Federal Default Fee (Formerly the Guarantee Fee)

7.8
Processing the Federal Default Fee
(Formerly the Guarantee Fee)

A loan guaranteed on or after July 1, 2006, is subject to a
federal default fee equal to 1% of the loan’'s principal. A
loan disbursed on or after July 1, 1994, for aperiod of
enrollment that either includes or begins after that date, and
for which the date of guarantee of principal isbefore July 1,
20086, is subject to a maximum 1% guarantee fee.

[HEA 428(b)(1)(H)(i) and (ii); HEA-428H{h):-
§682.401(b)(10)(iv)(B)]

If thefederal default fee (formerly-guaranteefee)foraloan

is not remitted-in-the time frame-established-by-the-
guarantor by the lender within 45 calendar days after any

dishursement of the loan proceeds, the guarantor may
cancel the guarantee on theloan. If aguaranteeis canceled,
the loan loses eligibility for interest benefits and special
allowance, and no claim will be paid if the borrower later
defaults on the loan, dies, or becomes totally and
permanently disabled. Once the guarantee is canceled for
nonpayment of fees, the guarantor may choose not to
reinstate it.

Generally, the lender will receive notification from the

guarantor if feesare not paid ir-atimely-manner-within the
45-day period and if any loan guarantees are going to be

canceled.

A Lenders may contact individual guarantors for more
information on fee payment and reporting
requirements. See Section 1.5 for contact information.”

7.8.A
Paying the Federal Default Fee (Formerly the
Guarantee Fee)

Thefederal default fee may be assessed to the lender by the
guarantor, and the lender may pass the fee on to the
borrower. If the lender is deducting the federal default fee
from the loan proceeds, the fee must be deducted
proportionately from the loan disbursements for multiply
disbursed loans. The lender is not permitted to deduct the
full amount of the fee for amuiltiply disbursed loan from a
single disbursement of the loan.

[8682.401(b)(10)(iii)]

L Policy 1037 (Batch 150), approved April 17, 2008

A lender will receive an invoice for the fees owed, if
applicable, on al loans scheduled for disbursement. The
lender must reconcile the invoice for loans actually
disbursed and remit payment of the fees to the guarantor.

7.8.B
Recalculating the Federal Default Fee (or
Guarantee Fee)

In most cases, alender will not be required to calculate
federal default fees (or guarantee fees) and will simply pay
the fee amount that appears on the guarantee disclosure.

If required by the guarantor, alender must recalculate the
federal default fee (or guarantee fee) when the amount of a
disbursement isincreased or decreased—regardless of
whether the loan is fully disbursed. If a disbursement
amount has been decreased, the lender need not obtain a
new guarantee disclosure. | nstead, the lender should amend
the original notice to reflect the decreased amount, initial
the change, and provide the borrower with a copy of the
amended notice. Thelender must notify the guarantor of the
reduced |oan amount.

If adisbursement amount has been increased, the lender
must notify the guarantor of the increase and obtain a new
guarantee disclosure. The lender must notify the borrower
of the revised guarantee.

If the change to the amount originally guaranteed occurs
before the first disbursement of a multiply disbursed loan,
the lender must recal culate the federal default fee (or
guarantee fee) for all disbursements based on the new loan
amount. If the change occurs after the first disbursement,
the lender must recal culate only the fee for the subsequent
disbursement(s).

A Lenders may contact individual guarantors for more
information on fee recal culation requirements. See
section 1.5 for contact information.

Chapter 7: Loan Origination—April 2008
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8.2.A Initial Notice of Funds

reasonably demonstrates that the individual is able to
accesstheinformation to be providedin an el ectronic form.
The consent must be voluntary and based on accurate
information about the transactions to be completed. These
electronic processes must be made in accordance with the
Electronic Signaturesin Global and National Commerce
Act (P. L. 106-229).

[DCLs GEN-01-06 and GEN-05-16]

8.2.A
Initial Notice of Funds

Prior to delivering any Title 1V funds to the student or
parent borrower, the school is required to send-provide a
notice to the student providing information about the
amount of funds that the student or his or her parent can
expect to receive under each Title IV program. Regulations
require this notice (i.e., award letter) to be sent-provided
only to the student. The notice must include:

«  Theamount of proceedsthe student or hisor her parent
can expect to receive for each loan type. For Stafferd-
loans made using a Master Promissory Note (MPN),
the school’s award letter may include proposed loan
amounts and loan types. It may aso include
instructions to the borrower either to accept the aid-
loan(s) offered by responding to the school in writing
or electronically, or to take action only if requesting a
cancellation or reduction of the loan amount offered
(see Subsection 8.2.B subsection8-2.B-for Netification
and-Cconfirmation requirements).

«  When the proceeds will be delivered and by what
method.

«  Which proceeds are from subsidized and unsubsidized
Stafford loans, PLUS loans, and other Title IV
programs.

[8668.165(a)(1); DCL GEN-98-25; DCL GEN-99-9]

8.2.B
Confirmation Requirements for the Multi-
Year Feature of the MPN

The school must ensure and document that a processisin
place for confirming that the borrower accepts the loan
amounts offered under the multi-year feature of the MPN.
The confirmation process may be part of, or may
supplement existing required notices and disclosures
described in this section and may be either passive or
affirmative.

Passive confirmation is a process by which the school,
lender, or guarantor (on behalf of the school or lender)
notifies the borrower of the proposed loan types and
amounts. The borrower is required to take action only to
reject or adjust the type or amount of the loan. The school
does not deliver loan funds until the time given to the
borrower to respond has el apsed.

Affirmative confirmation is a process by which the schoal,
lender, or guarantor (on behalf of the school or lender)
advises the borrower of the proposed loan types and
amounts. The borrower must provide written or electronic
confirmation of the types and amounts of Title IV loans
wanted for an award year before the school delivers those
loan funds.

[8668.165(a); 8682.401(d)(4)(vi); 07-08 FSA Handbook,
Volume 4, Chapter 1, pp. 4-9 to 4-10]

8§28
hoolNoti : i I

8.2.C
School Notice of Credit to Student Account

Except in the case of a post-withdrawal disbursement made
as aresult of the return of Title IV funds calculation, (see
Subsection 9.5.A), the school must notify the student or
parent borrower if the school credits Stafford, Grad PLUS
or Parent PLUS |oan proceeds to-eudtstanding-schoel-
ehargesthe student’s school account. If the school obtained
affirmative confirmation of the borrower's acceptance of
the loan amount offered (see Subsection 8.2.B), the Fhis-
notice must beissued no earlier than 30 days before and no
later than 30 days after the school credits the student’s
account. If the school did not obtain affirmative
confirmation of the borrower’s acceptance of the loan
amount offered, the notice must be issued no earlier than
30 days before and no | ater than seven days after the school
credits the student’s account. The notice may be written or
electronically transmitted and must include:
[§668.165(a)(2) and (3)]*

- Thedate and amount of the disbursement.
[8668.165(a)(2)(1)]

«  For proceeds disbursed by EFT or master check, a
statement explaining the student or parent borrower’s
right to cancel all or a portion of the loan or loan
disbursement and have the proceeds returned to the
lender.

[8668.165(a)(2)(ii)]

1 Policy 1029 (Batch 149), approved April 17, 2008
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8.2.D Borrower Notice to Cancel Loan

«  The method and date by which the student or parent
borrower must notify the school that he or she wishes
to cancel all or aportion of the loan or loan
disbursement.

[8668.165(a)(2)(iii)]

82LC
Borrower Notice to Cancel Loan
8.2.D

Borrower Notice to Cancel Loan

A student or parent borrower must inform the school if he
or she wishesto cancel al or aportion of aloan or loan
disbursement. The school must return the loan proceeds,
cancel al or aportion of the loan or loan disbursement as
applicable, or do both if the school receives a cancellation
request in either of the following time frames:
[8668.165(a)(4)]

«  If the school obtained affirmative confirmation of the
borrower’s acceptance of the loan amount offered (see
Subsection 8.2.B), by the later of the first day of the
payment period for which the funds are intended or
Within-14 days after the date the school sends the
notification advising the student or parent borrower the
school has credited the student’s account at the school.
[8668.165(a)(4)(ii)(A)]

- If theschool did not obtain affirmative confirmation of
the borrower’s acceptance of the loan amount offered,
within 30 days after the date the school sends the
notification advising the student or parent borrower the
school has credited the student’s account at the
school .By-the first-day-of the payment period;--the-

he first day of od. ¥
[8668.165(a)(4)(ii)(B)]

See Section H.4 for information about a statutory or
regulatory waiver authorized by the HEROES Act that may
impact these requirements.

Late Requests

If astudent or parent borrower requests cancellation of the
loan after the 14-day period or the first day of the payment
period, as applicable, the school may, but isnot required to,
return the loan proceeds, cancel all or a portion of the loan
or loan disbursement, or do both.

[8668.165(a)(4)(iii)]

Funds Delivered prior to Request

If, prior to the receipt of the borrower’s cancellation
reguest, the school delivered all or a portion of the loan
proceeds directly to the borrower or the student, the school
isresponsible only for canceling and returning that portion
of theloan proceedsthat the school credited to the student’s
school account to pay authorized charges. The borrower is
responsible for returning to the lender any additional
amount.

School Notice of Outcome

A school isrequired to inform astudent or parent borrower,
either in writing or through el ectronic transmission, of the
outcome of any cancellation request.

[8668.165(a)(5)]

1 Policy 1029 (Batch 149), approved April 17, 2008
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8.2.E Notification of Late Disbursement or Post-Withdrawal Disbursement of Loan Funds

8.2.E
Notification of Late Disbursement or Post-
Withdrawal Disbursement of Loan Funds

After determining the eligibility of the student for alate
disbursement or post-withdrawal disbursement of loan
funds, and prior to delivering the disbursement, the school
must contact the borrower and obtain confirmation that the
borrower still requires such funds. In making this contact,
the school must explain the borrower’s obligation to repay
any funds that the school delivers. The school must
document in the student’s file the result of the contact and
the final determination made concerning the late or post-
withdrawal disbursement.

[HEA 484B(a)(4)(A); DCL GEN-06-05]

8.3
Required Authorizations

A school must have written authorization from a student or
parent borrower, as applicable, to perform the following
activities:

. Déliver Stafford or PLUS loan proceeds received by

EFT or master check to the student or parent borrower._

Thisauthorization is obtained when the borrower signs

the Stafford or PLUS MPN.2
[§682.604(c)(3)]

+  Usethe Stafford or PLUS loan proceeds to pay for
current-year charges other than tuition, fees, and
contracted room and/or board (see subsection 8.7.H).
[8668.164(d)(2)(i); 8668.165(b)(1)(i)]

- Deliver Stafford-or PLUS loan-proceedsto the

berrower’ s persona-bank-account.
[5668-165(BHIHIY

L Policy 1029 (Batch 149), approved April 17, 2008
2 policy 982 (Batch 144), approved November 15, 2007
Policy 1045 (Batch 150), approved April 17, 2008

w

«  Deéliver Stafford or PLUS loan proceeds via a stored-
value card.
[DCL GEN-05-16]

«  Hold acredit balance on behalf of the student or parent
borrower, unless prohibited by the Department.
[8668.165(b)(1)(iii)]

«  UseStafford-erPLUSloanproceeds Title IV fundsfor

the current year to pay for minor, prior-year charges
incurred for educationally related activities other than

tuition, fees, room, and board. A school isnot required

to obtain astudent’s or parent borrower’s authorization

to use Title 1V funds from the current year to pay
minor, prior-year charges for tuition, fees, room, and
board. The sum of all minor, prior-year charges for
tuition, fees, room, board, and other educationally
related activitiesthat are paid with Title IV fundsfrom

the current year must not exceed $200. (sSee
Subsection 8.7.H.)
[§668.164(d)(2)(i) and (ii); §668.165(b)(1)(1)]*

A school must obtain a parent PLUS borrower’s written
authorization to deliver parent PLUS loan funds directly to

the student in addition to any other authorization it must
obtain from the student (e.g., an authorization to deliver
funds to the student’s bank account or to the student’s
stored-value card).®

See section H.4 for information about a statutory or
regulatory waiver authorized by the HEROES Act that may
impact these requirements.

When obtaining an authorization for any of these activities,
a school may not require or coerce the student or parent
borrower to provide the authorization. In addition, the
school must allow the student or parent borrower to cancel
or modify the authorization at any time. The school also
must clearly explain to the borrower how the school will
carry out the activity.

[8668.165(b)(2)(i) through (iii)]

Theauthorizationisvalid for theentire period during which
the student is enrolled at the school, unless the
authorization is canceled or modified by the student or
parent borrower.

[8668.165(b)(3) and (4)]

4 Ppolicy 1015 (Batch 148), approved March 20, 2008
5 Policy 982 (Batch 144), approved November 15, 2007
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8.3.B Authorization for Release of EFT/Master Check Disbursements

FFELP Written Notification/Authorization Requirements Figure 8-1

Before a school delivers any Stafford or PLUS loan proceeds, the school must notify the student of the amount of proceeds that the student or his or
her parent can expect to receive, when and by what method the proceeds will be delivered, and which proceeds are from subsidized Stafford,
unsubsidized Stafford, or PLUS loans.

[§668.165(a)(1)]
Activity Additional Notification Required Authorization Required
Deliver loan proceeds received by EFT or master check No Yes!
[§682.604(c)(3)]
Credit loan proceeds to student’s account for tuition, fees, and room Yes3 No
and board
[8668.164(d)(1)(i) through (iii); §668.165(a)(2)]
Credit student’s account for other educationally related costs (current Yes?? Yes?
year only)
[8668.164(d)(2)(i)]
Deliver loan proceeds to borrower’s personal bank account No m%les2
[8668.165(b)(1)H]
Open a bank account on the borrower’s behalf Yes Yes
§668.164(c)(1)(ii)
Deliver loan proceeds to a borrower’s stored-value card Yes Yes*
§668.164(d)(2)(ii)
Hold credit balance on behalf of the student or parent borrower for No Yes?
budgetary purposes [§668.165(b)(1)(iii)]
Pay minor, prior-year charges for tuition, fees, room, and board No No
§668.164(d)(2)(i)]
Pay minor, prior-year charges for educationally related activities other No Yes

than tuition, fees, room, and boardt
[8668.164(d)(2)(i)]

Policy 1045 (Batch 150), approved April 17, 2008
Policy 1015 (Batch 148), approved March 20, 2008

—+ *

1 The required authorization is included on the MPN. However, if the MPN is signed by a third party with power of attorney for the borrower, the
school must obtain a separate authorization from the borrower.

2 School must allow student (or parent, if applicable) to cancel or modify his/her written authorization.

3 Ifthe school credits the student’s account at the school, the school is also required to notify the student or parent borrower of the credit re-

earlier-than-30-days-before-and-ne-ater-than-30-days-after-within a specific timeframe after the date the school credits the student’s account

with loan proceeds (see Subsection 8.2.C). The notification must advise the student or parent borrower that he or she may cancel all or a portion
of the loan or loan disbursement.*

| L Policy 1029 (Batch 149), approved April 17, 2008
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8.7.B Delivering Second and Subsequent Disbursements

8.7.B
Delivering Second and Subsequent
Disbursements

Time frames for issuing second or subsequent
disbursements are dictated by the loan period and the
school’s methods for measuring the student’s academic
progress.

[8682.604(c)(6) and (7)]

One Payment Period
If the loan period consists of only one payment period, the

school may not deliver a second or subsequent
disbursement earlier than:

Tthe calendar midpoint between the first and last
scheduled days of class for the loan period in the
following types of programs::

— A standard term, credit-hour program.

— A nonstandard term, credit-hour programinwhich

al of the terms are at least nine weeks and
substantially equal in length.

The date the student successfully compl etes half of the

credit or clock hours (or half of the academic
coursawork) and half of theweeksof instructional time

in the loan period in the following types of programs:

A nonstandard term, credit-hour program that
does not have substantially equal terms.

— A nonstandard term, credit-hour program that has

terms substantially equal in length, but are not all

at least nine weeksin length.

— A non-term, credit-hour program.

— A clock-hour program.

[8682.604(c)(6)(ii)]
Credit Hours—Standard or Substantially Equal Terms

The school may not deliver a second or subsequent
disbursement earlier than 10 daysbeforethefirst day of any
payment period for an eligible program that measures
academic progress in credit hours and that uses a standard
semester, trimester, or quarter system, or for programs that

do not use a standard semester, trimester, or quarter system
but that use termsthat are substantially equal in length for
aloan period.

Termsare substantially equal inlengthif notermwithinthe
loan period is more than two weeks longer than any other
termin that loan period.

[5668.164(E)(1)-§682.604(c)(6)(i)]

Clock-Hour Programs or Credit-Hours Programs With —No
Terms or Unequal Terms

The school may not deliver a second or subsequent
disbursement for an eligible program that measures
academic progress in clock hours, or measures academic
progressin credit hours and either does not use terms, or
does not use termsthat are substantially equal in length for
aloan period, until the later of:

- Thedatethe student successfully completes half of the

credit or clock hoursin Fhecalendarmidpeointbetween
the first-and-ast-scheduled-days-of class-of the |oan

period.

[8682.604(c)A(6)(IN(A}B)

+  Thedatethe student successfully completes one half of
the number of weeks of instructional time academic-

coursawork-in the loan period;-as-determined-by-the-
school.

[5682.604(E)}P)NB)-§682.604(c)(6)(i) and (ii)]*

Clock Hours

The school may not deliver a second or subsequent
disbursement for an eligible program that measures
academic progressin clock hours, until the later of:

«  The calendar midpoint between the first and last
scheduled days of class for the loan period.
[8682.604(c)(8)(i)]

«  The date the student completes one half of the clock
hours in the loan period.
[8668.164(f); 8682.604(c)(8)(ii)]

In determining whether the student has completed clock
hoursin a payment period, a school may include clock
hours for which the student has an excused absence if the

1 Policy 1044 (Batch 150), approved April 17, 2008
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8.7.H Delivery Methods

8.7.H
Delivery Methods

A school may deliver loan proceeds using any of the
following methods:

«  Crediting the proceeds to the student’s account at the
school.
[8668.164(d)]

«  Issuing acheck or other instrument to the borrower that
requires endorsement or certification. The school may
issue acheck by releasing or mailing it to the borrower
or by notifying the borrower that it is available for
immediate pickup.

[8668.164(c)(2)]

«  Releasing or mailing to the borrower a check that has
been provided by alender.
[8668.164(c)(2)(i)]

Initiating an electronic funds transfer (EFT) to a bank
account designated by the student or parent borrowers-

from-the berrower,-as-applicable. The bank account
must be insured by the FDIC or the NCUSIF and may

be a checking, savings, or similar account that
underlies a stored-value card or other transaction
device.

— A school may establish a policy that requiresits
students to provide bank account information or
open an account at abank of their choosing aslong

asthisdoes not delay the disbursement of TitlelV,

HEA program funds. If the student does not
comply with the policy, the school must disburse
the funds to the student using another method.

— If aschool opens a bank account on behalf of a
student or parent, establishes a process that the
student or parent follows to open a bank account,

or similarly assiststhe student or parent in opening

a bank account, a school must establish a process

for the student or parent to follow to open the
account or to similarly assist the student or parent

in opening the account. A school must obtain
affirmative consent from the student or parent and

must follow the same guidelines as those
established for a stored-value card.
[8668.164(c)(3)]

Issuing a stored-value card to the student, in which
case the school must obtain authorization from the
student or parent borrower, as applicable, and the
following conditions must be met:

[8668.164(c)(3)]

— Thevalue of the card must be convertible to cash
and may not be limited to specific vendors.

—  The student must not incur any feesfor using the
card to withdraw the disbursement at that bank
branch or at the ATMs of other banks.-evera-

—  The student must have convenient accessto a
branch office of the bank, or an ATM of the bank

or another bank. This branch must be located on
the school’s campus, school-owned or operated
facilities, or, immediately adjacent to and
accessible from the campus.

—  The student must not be charged by either the
school or the affiliated bank for theissuing of a
stored-value card. The student may be charged for
areplacement card.

- Thebank must haveanindividual account for each
student that isinsured by the Federal Deposit
Insurance Corporation (FDIC) or the National
Credit Union Share Insurance Fund (NCUSIF).

—  The school must not make any claims against the
funds on the card without the written permission
of the student, except to correct an error in
transferring the funds to the bank under existing
banking rules.

—  Theaccount must not be marketed or portrayed as
acredit card account, nor be structured to be
converted into a credit card at any time after itis
issued. Theissuing bank may not link the stored-
value card account to any other banking servicesit
may offer, such as checking, savings, or credit
card accounts.
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8.9 Return of Loan Funds

8.9
Return of Loan Funds

L oan proceeds must be returned to the lender if the school
is unableto deliver them or if the school is unable to
document that the student attended classes during the
payment period for which the loan isintended.
[8682.604(d)(4)]

If the student fails to register, enroll, maintain at least half-
time enrollment, or maintain satisfactory academic
progress (SAP), or if the student is on an unapproved leave
of absence or failsto return from an approved leave of
absence, the school must meet the deadlines required for
returning the loan proceeds to the lender.
[8668.32(a)(1)(iii); §682.604(d)(3)]

If aschool deliverstheloan proceeds on behalf of a student
who fails to complete the loan period, the school must
determine if funds must be returned to the lender. See
section 9.5 for moreinformation on requirementsregarding
thereturn of Title 1V aid.

[8668.22(a)(1)]

If either the school or the borrower returns the proceeds of
aloan disbursement, the school may reguest that the lender
make subsequent disbursements of the loan, unless the
school or the lender has information that the student is no
longer enrolled.

[8682.207(b)(2)(vii)]

Figure 8-6 provides situations in which loan funds may be
delivered or must be returned, and applicable time frames.

8.9.A
Return of Undelivered Loan Funds

If the school is unable to deliver loan proceeds to the
borrower within the time frames specified in subsection
8.7.A, the school must return theloan proceedsto thelender
promptly, but no later than 10 business days after the last
day of theinitial or conditional period, as applicable. This
period is referred to as the return period. For more
information on theinitial and conditional periods for
delivery of proceeds, see subsection 8.7.A.
[8668.167(b)(2)]

If a student does not register for the payment period for
which aloan is made, or aregistered student withdraws, is
expelled prior to thefirst day of classes, or failsto maintain
at least half-time enrollment, the school must return the

undelivered loan proceeds to the lender promptly, but no
later than:
[8682.604(d)(3) and (4)]

« 13 business days after the school’s receipt of proceeds
disbursed by EFT or master check.
[8668.167(b)(2)]

«  30days (initial period) plus 10 business days (return
period) after the school’sreceipt of proceeds disbursed
by individual check.

[8668.167(b)(2)]

For purposes of returning undelivered proceeds to the
lender, the term “promptly” means that a school may not
delay initiating and completing its normal return process.
“Returning the proceeds promptly, but no later than

10 business days’ means that the school must either mail a
check or initiate an electronic fundstransfer to thelender by
the close of business of the last day of the return period.
[Department of Education Policy Bulletin dated June 2,
1997]

If the school triesto deliver FFEL P loan funds to a student

or parent borrower who doesnot receive or failsto negotiate

those funds, and the funds are unclaimed, the school must
return the funds to the lender. Even if state laws or

regul ations would otherwise require the return of
unclaimed funds to the state, |oans disbursed under the
FFEL P and not claimed by the intended recipient must be
returned to the FFELP lender.

[8668.164(h)(1)

If thefunds are delivered by individual check and the check

isreturned, or if thefundsaredelivered by EFT and the EFT

transaction is rejected, the school may make additional
attempts to deliver the funds. The school’s subsequent
attempts to deliver the funds must begin no later than

45 days after the funds were returned or rejected, as
applicable. The school may continue to attempt to deliver
thefundsfor a period of up to 240 days after the date of the
initial delivery attempt. However, if efforts to deliver the
funds are unsuccessful, the school must return the
undelivered funds to the lender no later than the end of that

240-day period.
[8668.164(h)(2) and (3)]

If the school chooses not to make subsequent attempts to
deliver the loan funds, the school must return the funds to
the lender no later than 45 days after the loan funds were
rejected or returned.

§668.164()(3)(1)]*
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8.9.D Return of Loan Funds for a Deceased Borrower

School Requirements before Delivering a FFELP Loan Figure 8-3
Requirements Comments
Confirm student is enrolled at least A temporary cessation of half-time enrollment is permitted if the school performs the following
half time. activities:

* Recalculates the student’s cost of attendance (COA) (and the borrower still qualifies for full
amount of the loan).
«  Documents the student’s enrollment status, revised COA, and continued eligibility.

[8682.604(b)(1)(V)]
Confirm student has returned from See section 9.3 for more information on leave of absence.
an approved leave of absence. [8682.604(c)(4)]
Confirm student is maintaining Assessment of SAP is not required at the time the loan is received or delivered, unless required by
satisfactory academic progress the school’s policy.
(SAP). [8668.16(e)]
Verify student data, if required. See subsection 6.6.A for more information on verification.

[8668, Subpart E]

Obtain all required financial aid See subsection 5.14.A. for more information on FATS.

information. [§668.19]

Perform entrance counseling, if Entrance counseling is required erly-for first-time student-Stafford borrowers and for first-time
required. graduate or professional student PLUS loan borrowers.*

e  For loans first disbursed before 07/01/95, “first-time” means first-time attendance at the
school regardless of whether student borrowed a Direct loan or a FFELP loan at another
school.

*  For loans first disbursed on or after 07/01/95, a “first-time” borrower is a student who has
not previously borrowed a Direct loan or a FFELP loan.

[8682.604(f)]

Confirm that no overaward exists. The sum of an installment and the student’s EFA may not exceed the student’s need.
« Al or a portion of any unsubsidized Stafford or PLUS loan (made under the FFELP or FDLP)
may be used to replace EFC.
e The determination of whether an overaward exists excludes a $300 FWS tolerance for
students with FWS awards.
« Toeliminate the amount in excess of need, the school must return excess amount and/or
adjust the amount of a subsequent disbursement.

[8682.604(h)]
Adhere to delayed delivery The delayed delivery requirement applies only to the first disbursement of a Stafford loan made to
requirement, if applicable. a first-time borrower in the first year of an undergraduate program.

«  The disbursement may not be delivered until the student completes the first 30 days of his
or her program of study.

*  Not applicable if student borrowed a FFELP or FDLP loan at another school.

*  The school may not request an EFT or master check disbursement earlier than the 28th day
of the student’s first payment period.

e The school may not request an individual check disbursement earlier than the 1st day of the
student’s first payment period.
[§668.167(b)(L)(iii); §682.604(c)(2)(i)]

* Policy 1028 (Batch 149), approved April 17, 2008
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9.5.A Return Amounts for Title IV Grant and Loan Programs

In the event of a school’s closing, termination, suspension
of operations, or change in ownership, the school or the
school’s new owners must continue to comply with the
requirements for the return of Title IV funds for any

Title 1V recipient who withdraws.

[8668.26(b)(7)]

9.5.A
Return Amounts for Title IV Grant and Loan
Programs

If astudent has completed more than 60% of the payment
period, he or sheis considered to have earned 100% of the
TitleV grant and loan aid received for the payment period.
In thiscase, no funds need to bereturned to the Title IV aid
programs.

[8668.22(e)(2)(ii)]

However, if a student withdraws before completing more
than 60% of the payment period or period of enrollment, the
amount of any Title IV loan and grant aid the student
received for the payment period (or period of enrollment)
must be recal culated to reflect the portion of the payment
period that he or she completed prior to withdrawal. The
unearned Title IV loan and grant aid for the percentage of
the payment period not completed must be returned to the
applicable Title 1V aid programs.

[8668.22(e)(2)(1)]

Determining the Percentage of Payment Period/Period of
Enroliment Completed

Term-Based Programs with Semesters, Trimesters, or
Quarters

Cadlculations for the return of Title IV funds must be based
upon the payment period.
[8668.22(e)(5)(1)]

Non-Term-Based Programs and Nonstandard Term-Based
Programs

Calculations for the return of Title IV funds may be based
upon the period of enrollment, rather than the payment
period. Schools must consistently use either the payment
period or the period of enrollment as the basis for al
calculations for the return of Title 1V funds for the
following categories of students:

[8668.22(e)(5)(ii)(A) and (B)]

«  Students who attend an educational program from the
beginning of the period of enrollment or payment
period.

[8668.22(e)(5)(ii)(B)(1)]

+  Students who reenter the school during a period of
enrollment or payment period.
[§668.22(e)(5)(ii)(B)(2)]

«  Students who transfer into the school during a period
of enrollment or a payment period.
[8668.22()(5)(i1)(B)(3)]

There are differencesin the payment period definition for a
nonstandard term, credit-hour program that has
substantially equal terms and a nonstandard term, credit-
hour program that does not have substantially equal terms.
See Section 6.3 for more information about defining the
payment period in these programs.*

Credit-Hour Programs

For term-based or non-term-based programs measured in
credit hours, the total number of calendar days the student
completesis divided by the total number of calendar days
in the payment period or period of enrollment:

Total number of calendar days completed
Total number of calendar days in the payment period/period of enrollment

[8668.22(F)(1)(i)]

For purposes of this calculation, “caendar days’ refersto
all dayswithin the period, excluding scheduled breaks of
5 or more consecutive days. Scheduled breaks measure the
time between the last day of scheduled classes and the next
day that classes are held, and include weekends and any
periods during which the student is on an approved | eave of
absence.

[8668.22(f)(2)(i) and (ii)]

If a student withdraws after a scheduled break, the
following are examples of periods that must be excluded
from the calculations:

« If abreak begins on a Wednesday, no classes are held
the following weekend, and classes resume on
Monday, the weekend days are included in the break.
By including the weekend, the break is 5 days long,
and 5 days must be excluded from both the numerator
and the denominator of the calculation.

«  If abreak beginsafter classesend on Friday and classes
resume on Monday following a one-week break, both
weekends are included in the break. Thisbreak is
9 dayslong, and 9 days must be excluded from both the
numerator and the denominator of the calculation.

1 Policy 1044 (Batch 150), approved April 17, 2008
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10.10 Capitalizing Accrued Interest

deferment. The loan file or servicing history must include
documentation of the agreement (between the lender and
borrower) for the borrower to satisfy the interest by one of
the following methods:

«  Monthly or quarterly interest payments, in which the
borrower paysthe interest asit accrues.

«  Capitalization as permitted by federal regulations and
the terms of the borrower’s promissory note. The
borrower repays the accrued interest as part of hisor
her regular repayment period.

« A single lump sum payment at the end of a deferment
period or when repayment of principal begins or
resumes.

The borrower’s signature on a Master Promissory Note
(MPN) authorizes the lender to capitalize unpaid accrued
interest on all of the borrower’s FFELP loans as permitted
under the Higher Education Act and federal regulations
(see section 10.10 for information about capitalizing
accrued interest).

10.10
Capitalizing Accrued Interest

Capitalization of interest on all FFELP loansis permitted
under the terms of the promissory note and federal
regulations. A lender capitalizesinterest by adding accrued
interest to the loan’s principal balance.

10.10.A
Permitted Capitalization

A lender may capitalize unsubsidized interest that accrues
during:

« Anin-school period or grace period, if capitalizationis
expressly authorized by the promissory note (or with
the written consent of the borrower).

« A period of authorized deferment or authorized
forbearance, except a period of administrative
forbearance granted to collect documentation of a
deferment, forbearance, change in repayment plan, or
loan consolidation (see section 11.21).

A lender also is permitted to capitalize the outstanding
accrued interest without the written consent of the borrower
during the following periods of administrative forbearance:

+  Between the original repayment start date and the
revised start date, including a situation when the
lender, after converting theloan to repayment, learns of
anew out-of-school date that is earlier than was
previously reported.

+  The period during which payments were made but
subsequently returned due to a borrower’s death or
total and permanent disability.

«  When collection activities on aloan were suspended
pending (a) the outcome of abankruptcy action, closed
school, fal se certification, erunpaid refund, or spouses
and parents of September 11, 2001, victims discharge
determination or (b) the receipt of documentation of a
death, disability, closed school, false certification, er
unpaid refund, or spouses and parentsof September 11,
2001, victims claim or discharge request.”

«  The period during which the loan was held by the
guarantor due to a claim purchase. The capitalization
may include interest accrued from date of claim
payment through the repurchase date. The lender must
document that the capitalization was aresult of a
repurchase. If therepurchaseisdueto theloan’sloss of
guarantee, see subsection 13.3.D.

10.10.B
Capitalization Frequency

To determine when the lender may capitalize interest, the
lender should refer to the following instructions.

Subsidized and Unsubsidized Stafford Loans First
Disbursed on or after July 1, 2000

The lender may capitalize unpaid interest only as follows:
+  When the loan enters repayment.

+  When adeferment ends.

«  When aforbearance ends.

«  When the loan defaults.
[8682.202(b)(4)(ii)]
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11.1.] Establishing Repayment after Deferment

Deferment Eligibility Chart

See Section H.4 for information about a statutory or regulatory waiver authorized by the HEROES Act that may impact these requirements.

Figure 11-1

Form Deferment Type Time Stafford and SLS Loans PLUS Loans Consolidation Loans
Limit
Pre New! New? Loans Pre New! New? Pre New
7/1/87 Borrower  Borrower | Before 7/1/87 Borrower  Borrower 7/1/93 Borrower
Borrower-Based-Deferments Borrower  7/1/87 to 7/1/93 8/15/83  Borrower  7/1/87 to 7/1/93 Borrower® 7/1/93°
6/30/93 6/30/93
SCH In-School: Full Time None . . . . . . . . .
In-School: Half Time” None . - . . - -
EDU Graduate Fellowship None . . . . . . . . .
Rehabilitation Training None . . - . . . . . .
Teacher Shortage 3 Years .
Internship/ Residency Training 2 years . . .
TDIS Temporary Total Disability® 3 Years . . . . . .
PUB Armed Forces or Public Health 3 Years . . .
Services*
National Oceanic and 3 Years .
Atmospheric Administration
Corps’
Peace Corps, ACTION Program 3 Years - 3 3
and Tax-Exempt Organization
Volunteer
UNEM Unemployment 2 years - - - - - -
Unemployment 3 Years - - -
PLWM Parental Leave® 6 Months . .
Mother Entering/Reentering 1 Year .
Work Force
HRD Economic Hardship 3 Years . . .
PLUS®  In-School: Full Time None -
In-School: Half Time None .
Rehabilitation Training None . . .
MIL Military Servicel® None hd b L b . - - . .
Military Active Duty Student!X ~ None - - - - - - - - -
.
Loan-Based-Beferments StaffordLeans PLUStoeans Censolidation-toans
200t must-have-beenfirst
dishursed-on-or-after-
F2002
1

N

w

~

3,1

o

“New Borrower” 7/1/87 to 6/30/93: A borrower whose first FFELP loan was made on
or after July 1, 1987, and before July 1, 1993, or who had an outstanding balance on
a loan obtained on or after July 1, 1987, and before July 1, 1993, when he or she
obtained a loan on or after July 1, 1993, or who had no outstanding balance on a
Federal Consolidation loan made before July 1, 1993, that repaid a loan first disbursed
before July 1, 1987.

“New Borrower” 7/1/93; A borrower whose outstanding FFELP loans were all made on
or after July 1, 1993, and when his or her first FFELP loan was made on or after July
1, 1993, had no outstanding FFELP loans that were made before July 1, 1993.

A deferment may be granted during periods when the borrower is temporarily totally
disabled or during which the horrower is unable to secure employment because the
borrower is caring for a dependent (including the borrower’s spouse) who is
temporarily totally disabled.

Borrowers are eligible for a combined maximum of 3 years of deferment for service in
NOAA, PHS, and Armed Forces.

A parental leave deferment may be granted to a borrower in periods of no more than
6 months each time the borrower qualifies.

Deferment for parent borrower during which the dependent student for whom the
parent obtained a PLUS loan meets the deferment eligibility requirements.

7" Aborrower who received a Federal Consolidation loan before July 1, 1993, that repaid
aloan made before July 1, 1987, or who had an outstanding balance on a FFELP loan
obtained prior to July 1, 1987, when the Federal Consolidation loan was obtained, is
eligible for in-school deferment only if the borrower attends school full time.

)

A borrower with a Federal Consolidation loan made before July 1, 1993, or a borrower
who receives a Consolidation loan on or after July 1, 1993, who has any outstanding
FFELP loan(s) at the time of consolidation that was first disbursed before July 1, 1993.

©

A borrower who receives a Federal Consolidation loan made on or after July 1, 1993,
who has no outstanding FFELP loans at the time of consolidation that were made on or
before July 1, 1993.

10 5 deferment may be granted to a borrower who is serving on active duty during a war
or other military operation or national emergency (including qualifying National Guard
duty).

11 A deferment may be granted to a borrower called to active National or State duty who
is @ member of the National Guard or Reserves (including retired members) and who
was enrolled at least half time at an eligible school at the time of, or within 6 months
prior to, being activated.”
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11.4.A Eligibility Criteria—Economic Hardship

Security Income, Food Stamps, or state general public
assistance.
[Federal Register dated June 29, 1994]*

3. Theborrower isworking full time and has a monthly
income that does not exceed the greater of (a) the
minimum wage rate described in section 6 of the Fair
Labor Standards Act of 1938 or (b) an amount equal to
100%-150% of the poverty lineforafamily-oftwo
applicableto the borrower’sfamily size, asdetermined
in accordance with section 673(2) of the Community
Service Block Grant Act (see Note 1 below).2

4. The borrower isworking full time and has a federal
education debt burden that equals or exceeds 20% of
the borrower’s monthly income. The borrower’s
income minus such burden must be less than 220% of
the amount described under item 3 above (see Notes 1
and 2 below).

5. Theborrower is not working full time and has a
monthly incomethat does not exceed twice the amount
described under item 3 above and, after deducting an
amount equal to the borrower’s federal education debt
burden, the remaining amount of that income does not
exceed the amount specified in item 3 above (see
Notes 1 and 2 below).

6. The borrower isor will be serving as a Peace Corps
volunteer.

A borrower who is or will be serving as a Peace Corps
volunteer may be eligible for either a Peace Corps
deferment or an economic hardship deferment. A Peace
Corps deferment is available to a borrower who had an
outstanding balance on a FFEL P loan that was made before
July 1, 1993, or who had an outstanding balance on aloan
made before July 1, 1993, when he or she obtained aloan
disbursed on or after July 1, 1993. An economic hardship
deferment is available to a*“ new borrower” who had no
outstanding balance on a FFEL P |oan as of the date he or
she obtained aloan on or after July 1, 1993. Lenders are
encouraged to offer forbearance to any borrower who has
exceeded the deferment limit in completing hisor her Peace
Corps service.

[DCL GEN-98-16]

Note 1:
A borrower is considered to be working full timeif he or
sheisexpected to beemployed for at | east three consecutive

L Policy 944 (Batch 143), approved October 18, 2007
2 Policy 1047 (Batch 150), approved April 17, 2008

months at 30 or more hours per week. For a period of
deferment granted under items 3 through 5 above, the
lender must require the borrower to submit evidence
showing the amount of the borrower’s monthly income. A
borrower’s monthly income is the gross amount the
borrower received from employment, if applicable, and
from other sources, or one-twelfth of the borrower’s
adjusted gross income, as recorded on the borrower’s most
recently filed federal income tax return. A borrower whois
unemployed, incarcerated, disabled, or on atemporary
unpaid leave of absence from work may qualify for an
economic hardship deferment if he or she provides the
lender with documentation of his or her income. Any
borrower who does not have income when applying for an
economic hardship deferment must provide a self-
certifying statement, either on the deferment form orin a
separate statement, indicating that he or she hasno income.
If the borrower residesin aforeign country and submits
proof of income in foreign currency, the amounts must be
converted to U.S. dollars before the lender determines
deferment eligibility. Deferment eligibility for borrowers
with foreignincomewill be based on poverty guidelinesfor
the last state in which the borrower resided.

Note 2:

To determine a borrower’s federal education debt burden
for purposes of an economic hardship deferment under
items 4 and 5 above, the lender must count:

«  Theactual monthly payment amountsthat are owed on
federal postsecondary education loans, if theloans are
scheduled to be repaid in 10 years or less.

+  Themonthly payment amounts that would have been
owed on federal postsecondary education loans based
on a 10-year repayment schedule, if the loans are
scheduled to be repaid in more than 10 years.

Lenders must count a proportional share of any payments
due—or that would have been due—Iless frequently than
monthly. Lenders also must include payments due on a
defaulted loan if the borrower has made repayment
arrangements satisfactory to the holder of the defaulted
loan. The lender must document the amount of the monthly
payments that would have been owed on all federal
postsecondary education loans during the deferment period
based on repayment agreementsin place at the time the
deferment is being granted.

[8682.210(s)(6)]
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11.4.B Deferment Documentation—Economic Hardship

11.4.B
Deferment Documentation—Economic
Hardship

If aborrower requests an economic hardship deferment, the
lender should forward to the borrower the following
common deferment form:

HRD
Economic Hardship Deferment Request

Documentation should include pay stubs, a copy of the
borrower’s most recently filed federal tax return, or other
official documents noting the borrower’s income and, if
applicable, copies of repayment schedules or notices on
educational loans. A borrower who qualifies for deferment
based on his or her Peace Corps service is not required to
submit income documentation, but must submit
documentation from the Peace Corps showing that he or she
isor will be serving as a volunteer.

[DCL GEN-98-16]

A borrower who is newly self employed may not be ableto
provide traditional documentation of income. In order for a
newly self-employed borrower to qualify for an economic
hardship deferment, the borrower must provide the lender
with a self-certifying statement of projected monthly
income from all sources. In addition, the borrower must
provide documentation of the newly formed business and
documentation of the borrower’sinvolvement in that
business. Documentation that may be used for newly self-
employed borrowers includes, but is not limited to:

« A statement from the borrower’s accountant.

«  Acopy of theArticlesof Incorporation for the business
venture.

« A copy of the Business Charter showing the borrower’s
involvement.

« Anapplication for atax identification number.

11.4.C
Length of Deferment—Economic Hardship

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends on the date the condition
establishing the borrower’s eligibility for the deferment
ends. This deferment may be granted for periods of up to
1 year at atime and may be renewed for atotal that,
collectively, do not exceed 3 years. For aborrower who is

serving as a volunteer in the Peace Corps, the deferment
may be granted for the lesser of the borrower’s full term of
service or the borrower’s remaining period of economic
hardship deferment eligibility under the 3-year maximum.
[HEA 428(b)(1)(M)(iii); 8682.210(s)(6); DCL GEN-98-
16]

11.4.D
Simplified Deferment Processing

A lender may grant an eligible borrower an economic
hardship deferment based on information that the borrower

has been granted an economic hardship deferment by
another FFEL P loan holder or the Department (for aDirect

loan) for the same time period. The borrower must request

the deferment either verbally or inwriting but doesnot have

to provide a completed economic hardship deferment form

or the other required documentation listed in Subsection
11.4.B.

In granting the deferment in this manner, the lender may
rely in good faith on the information obtained from another

FFEL P loan holder, the Department, or an authoritative
electronic database maintained and authorized by the
Department, unless the lender has information indicating
that the borrower does not qualify for the economic
hardship deferment. Thelender must resol ve any discrepant

information before granting an economic hardship
deferment in this manner.

If the lender grants the economic hardship deferment using

this simplified process, it must notify the borrower that the

deferment has been granted and that the borrower has the
option to pay the interest that accrues on an unsubsidized
FFELP loan or to cancel the deferment and continue to
make payments on the loan.

[§682.210(s)(1)(iii) - (V]*

115
Graduate Fellowship Deferment

A graduate fellowship deferment covers study under an
eligible graduate fellowship program.
[8682.210(b)(1)(ii) and (d)]
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11.5.A Eligibility Criteria—Graduate Fellowship

11.5.A
Eligibility Criteria—Graduate Fellowship

To qualify for this deferment, a borrower must request it
and provide the lender with awritten statement from an
authorized official of the fellowship program. This
statement must indicate the anticipated completion date of
the program and must certify the following information
with respect to the borrower:

« Theindividual holds at least a bachelor's degree
conferred by an institution of higher education.

«  Theindividua will be engaged in full-time study
(which may be independent of an educational or
cultural institution) in an academic or professional
subject for which he or she has demonstrated an
interest and ability and for which he or she has been
recommended by an institution of higher education.

The fellowship program must:

- Provide sufficient financial support to the student to
alow for full-time study for at least 6 months.

«  Require awritten statement from each applicant
explaining the applicant’s objectives before award of
that financial support.

+  Reguirethegraduatefellow to submit periodic reports,
projects, or other evidence of his or her progress.

«  Accept any applicable course of study at aforeign
school for completion of the fellowship program.

11.5B
Deferment Documentation—Graduate
Fellowship

If aborrower requests agraduate fellowship deferment, the
lender should forward to the borrower the following
common deferment form:

EDU
Education Related Deferment Request

115.C
Length of Deferment—Graduate Fellowship

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends on the date the borrower
withdraws or completesthe fellowship program, whichever
isearlier.

[8682.210(d)]

See section H.4 for information about a statutory or
regulatory waiver authorized by the HEROES Act that may
impact these requirements.

11.5.D
Simplified Deferment Processing

A lender may grant an eligible borrower a graduate
fellowship deferment based on information that the
borrower has been granted agraduate fell owship deferment
by another FFEL P |oan holder or the Department (for a
Direct loan) for the same time period. The borrower must
request the deferment either verbally or in writing but does
not have to provide a completed graduate fellowship
deferment form.

In granting the deferment in this manner, the lender may
rely in good faith on the information obtai ned from another
FFEL P loan holder, the Department, or an authoritative
electronic database maintained and authorized by the
Department, unless the lender has information indicating
that the borrower does not qualify for the graduate
fellowship deferment. The lender must resolve any
discrepant information before granting a graduate
fellowship deferment in this manner.

If thelender grantsthe graduatefellowship deferment using
this simplified process, it must notify the borrower that the
deferment has been granted and that the borrower has the
option to pay the interest that accrues on an unsubsidized
FFELP loan or to cancel the deferment and continue to
make payments on the loan.

[8682.210(s)(1)(iii) - (V)]*
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11.7.A Eligibility Criteria—Internship/Residency

11.7.A
Eligibility Criteria—Internship/Residency

This deferment is available only if the borrower has an
outstanding balance on a FFEL P loan that was made before
July 1, 1993, or the borrower had an outstanding balanceon
aFFELP loan made before July 1, 1993, when he or she
obtained aloan disbursed on or after July 1, 1993. The
deferment is also available to a PLUS borrower if that
borrower hasaPLUS Il oan first disbursed before August 15,
1983.

To qualify for this deferment, a borrower must request it
and provide the lender with a statement from an authorized
official of the organization with which the borrower is
undertaking the internship or residency program certifying
the following:

«  That the internship or residency programisa
supervised training program that requires the
completion of at least a bachelor’s degree before
acceptance into the program.

«  That the borrower has been accepted into the program.

«  Theanticipated dates on which the borrower will begin
and complete the program, or begin and compl ete the
minimum period of participation in the program that
the state requires before an individual may be certified
for professional practice or service, whichever isless.

For amedical internship or residency training program
performed at ahospital, health carefacility, or institution of
higher education, the borrower must provide certification
from an authorized official of the internship/residency
program. The certification must include a statement that
completion of the program leads to a degree or certificate
awarded by a hospital, health care facility, or institution of
higher education that offers postgraduate training.

For anonmedical internship program that is required of a
borrower to begin professional practice of service, the
borrower must provide certification from both the
authorized program official and the appropriate state
licensing agency. The certification must include astatement
that completion of the program is required before the
borrower can begin professional practice or service.

11.7.B
Deferment Documentation—Internship/
Residency

If aborrower requests an internship/residency training
deferment, the lender should forward to the borrower the
following common deferment form:

EDU
Education Related Deferment Request

11.7.C
Length of Deferment—Internship/
Residency

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends no later than 2 years after
the date on which it began, or the date on which the
borrower’s internship or residency is certified to end or
actually ends, whichever is earlier.

[8682.210(n)]

A lender isrequired to grant forbearance to aborrower who
has already received the maximum 2-year deferment but
who has not yet completed his or her internship or
residency program (see subsection 11.24.B). The 2-year
deferment limit does not include periods of in-school
deferment that were previously granted (before enactment
of the Omnibus Budget Reconciliation Act of 1989).

11.8
Military Active Duty Student Deferment

A military active duty student deferment is availableto a
borrower who isamember of the National Guard or Armed
Forces Reserve (including amember in aretired status), and
iscalled or ordered to active duty service (eligible national
or state duty) whileenrolled at |east half-timein an eligible
school at thetime of, or within 6 months prior to, hisor her
activation.

[§682.210(u)(1); DCL FP-08-01]%
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11.8.A Eligibility Criteria—Military Active Duty Student

11.8.A
Eligibility Criteria—Military Active Duty
Student

This deferment is available to a borrower who is called or

11.8.B
Deferment Documentation—Military Active

Duty Student

A borrower must request the deferment and provide the

ordered to active duty and:

Is amember of the National Guard or Armed Forces

lender with documentation of his or her duty status. The
documentation must show that the borrower was a member
of the National Guard or Reserves (including a member in

Reserve, including a member who wasin aretired

aretired status), and establish an end-of-military service

status when activated.

Was enrolled on at least a half-time basisin aprogram

of study at an eligible school at the time of, or within
6 months prior to, being called or ordered to active

duty.
[§682.210(u)(1); DCL FP-08-01]

Definitions Applicable to Military Active Duty Student
Deferment

In the context of the military active duty student deferment,

the following definitions apply:

Active duty means serving in full-time duty in the
active military service of the U.S. for at least

30 consecutive days, including active state duty for
members of the National Guard, for either of the

following:

— Activities authorized by the governor, and
approved by the President or Secretary of Defense,

that are supported by federal funds.

— Activities authorized by the governor based on
state statute or policy that are supported by state
funds.

Active duty does not include:

Training or attendance at a service school.

—  Employment in afull-time, permanent positionin

the National Guard unless that position is
reassigned as part of aTitle 32 call to state active

date and the borrower’s enrollment status at an eligible
school at thetime of, or within six months prior to, military
activation.

[8682.210(w)(2)(ii)]

If the borrower has already received a military service
deferment (see Section 11.9), alender may grant amilitary
active duty student deferment without an additional request
from the borrower if the lender has al the required
documentation of eligibility. If adeferment isgranted in
this manner, the lender must notify the borrower of the
deferment and provide the borrower the opportunity to
decline the deferment.

[8682.210(u)(4); DCL FP-08-01]

Thelender may also grant aborrower adeferment using the
simplified deferment processing outlined in Subsection
11.8.D.

11.8.C
Length of Deferment—Military Active Duty
Student

A borrower who meets the eligibility criteriaoutlined in
11.8.A may receive a deferment for up to 13 months
following the completion of active duty military service.
The deferment ends on the earlier of the date of the
borrower’s re-enrollment in school on at least a half-time
basis, or the date the 13-month period ends.

A borrower who iseligiblefor both the military active duty
student deferment and the military service deferment
outlined in 11.9 that provides for a 180-day extended
deferment period, can only receive these benefits
concurrently and not consecutively (i.e., the maximum

duty service.

[§682.210(u)(2): DCL FP-08-01]

benefit is limited to 13 months).
[8682.210(u)(1); DCL FP-08-01]*
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11.8.D Simplified Deferment Processing

11.8.D
Simplified Deferment Processing

A lender may grant an eligible borrower a military active
duty student deferment based on information that the
borrower has been granted amilitary active duty student
deferment by another FFEL Ploan holder or the Department
(for a Direct loan) for the same time period. The borrower,
or the borrower’s representative, must request the
deferment either verbally or in writing, but does not haveto
provide a completed military deferment request form.

In granting the deferment in this manner, the lender may

11.9.A
Eligibility Criteria—Military Service

This deferment is available to Stafford, PLUS and

Consolidation loan borrowers enly-for all periods that

rely in good faith on the information obtained from the
other FFEL P |oan holder, the Department, or an
authoritative el ectroni ¢ database maintained and authorized
by the Department, unless the lender has information
indicating that the borrower does not qualify for the
military active duty student deferment. The lender must
resolve any discrepant information before granting a
military active duty student deferment in this manner.

If the lender grants the military active duty student
deferment using this simplified process, the lender must
notify theborrower that the deferment has been granted and
that the borrower has the option to pay the interest that
accrues on an unsubsidized FFEL P loan or to cancel the
deferment and continue to make payments on the loan.
[8682.210(s)(iii) - (v); §682.210(t)(7)]

11.9
Military Service Deferment

A military service deferment isavail ablefoerto aborrower-s
loan(s}-thatisfirst-dishbursed-on-orafterJuby-1.-2001; while
the borrower is serving on active duty during awar or other
military operation, or a national emergency, or while the
borrower is performing qualifying National Guard duty
during awar or other military operation, or a national
emergency.

[8682.210(t)(1); HEA 428(b)(1)(M); DCL GEN-06-02;_
DCL FP-08-01]

Payments made by or on behalf of aborrower during a
period for which the borrower qualified for a military
service deferment are not refunded.

[8682.210(1)(5)

include October 1, 2007, or begin on or after that date,
during which a borrower is serving in one of the following
capacities:

+  Onactiveduty during awar or other military operation,
or anational emergency.

+  Onquaifying National Guard duty during a war or
other military operation, or a national emergency.
[HEA 428(b)(1)(M); §682.210(t)(1) - (4); DCL GEN-
06-02; DCL GEN-08-01]

Definitions Applicable to Military Service Deferment

In the context of the military service deferment, the
following definitions apply:*

«  Active duty means serving in full-time duty in the
active military service of the U.S,, not including
training or attendance at a service school.

- Military operation means a contingency operation in
which amember of the Armed Forcesis, or may
become, involved in military actions, operations, or
hostilities against an enemy of the U.S. or against an
opposing military force; or resultsin the call or order
to, or retention on, active duty of members of the
uniformed services under 10 U.S.C. 688, 12301(a),
12302, 12304, 12305, or 12406, 10 U.S.C. chapter 15,
or any other provision of law during awar or during a
national emergency declared by the president or
Congress.

- National emergency means a national emergency by
reason of certain terrorist attacks declared by the
president on September 14, 2001, or subsequent
national emergencies declared by the president by
reason of terrorist attacks.
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11.9.B Deferment Documentation—Military Service

«  Qualifying National Guard duty means training or
other duty, other than inactive, performed by amember
of the U.S. Army National Guard or the Air National
Guard on full-time National Guard duty as called to
service authorized by the president or the secretary of
defense. Thetraining or other duty must be performed
for more than 30 consecutive days in connection with
awar or other military operation, or a national
emergency as declared by the president and supported
by federal funds.

«  Serving in active duty means service by an individual
who is a Reserve of an Armed Force ordered to active
duty under section 10 U.S.C. 12301(a), 12301(g),
12302, 12304, or 12306, or any retired member of an
Armed Force ordered to active duty under 10 U.S.C.
688, for service in connection with awar or other
military operation or national emergency, regardl ess of
the location at which the active duty serviceis
performed. This also includes any other member of an
Armed Force on active duty in connection with such
emergency or subsequent actions of conditions who
has been assigned to a duty station at alocation other
than where the member is normally assigned.

Not all active duty military personnel are eligible for the
military deferment. A borrower who does not qualify for
this deferment may be eligible for the Armed Forces
deferment (see subsection 11.3.A for the Armed Forces
deferment eligibility criteria).

A borrower isnot eligiblefor arefund of any loan payments
made prior to the time the deferment is granted.
[HEA 428(b)(1)(M); DCL GEN-06-02]

11.9.B
Deferment Documentation—Military
Service

A borrower or aborrower’ srepresentative “must request the

deferment and provide thelender with documentation of his
or-herthe borrower’s active duty status. The documentation
must include a copy of the borrower’s military orders, or a
written statement from the borrower’s commanding or
personnel officer that the borrower is serving on active duty
during awar or other military operation, or a national
emergency, or that the borrower is performing qualifying
National Guard duty during awar or other military

L Policy 1048 (Batch 150), approved April 17, 2008
2 Policy 1008 (Batch 147), approved February 21, 2008

operation, or a national emergency, as those terms are
defined in Subsection 11.9.A. The lender may also grant a
borrower a deferment using the simplified deferment
processing outlined in Subsection 11.9.D.°

[HEA §4428(b)(1)(M); §682.210(t)(7); DCL GEN-06-02;_
DCL FP-08-01]

If aborrower’s military deferment eligibility expired dueto
the previous 3-year limitation and the borrower was still
serving on qualifying active duty service on or after
October 1, 2007, alender may grant expanded deferment
benefits without receiving a new deferment request from
the borrower or borrower's representative. If adeferment is
granted in this manner, the lender must notify the borrower
of the additional benefits and provide the borrower the
opportunity to decline the deferment.

[DCL GEN-08-01]°

If alender grants amilitary deferment based on a request
from the borrower’s representative, the lender must notify
the borrower that the deferment has been granted and that
the borrower has the option to cancel the deferment and
continue to make payments on the loan. The lender may
also notify the borrower’s representative of the outcome of
the deferment request.

[§682.210(t)(7)]°

11.9.C
Length of Deferment—Military Service

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by

certified to end or actually ends.
[HEA 428(b)(1)(M); 8§682.210(t); DCL GEN-06-02]

For a borrower whose gualifying service includes
October 1, 2007, or begins on or after that date, the
deferment is extended for an additional 180 days after the
date the borrower is demobilized from that qualifying
service. The additional 180-day deferment isavailableto a
borrower each time a borrower is demobilized from
qualifying active duty service. The additional 180-day
deferment period may not be granted unless the lender
receives documentation of the date the borrower was
demohilized from qualifying service.

[§682.210(t)(2); DCL FP-08-01]’

Policy 1048 (Batch 150), approved April 17, 2008

Policy 1008 (Batch 147), approved February 21, 2008
Policy 1048 (Batch 150), approved April 17, 2008
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11.9.D Simplified Deferment Processing

11.9.D
Simplified Deferment Processing

A lender may grant an eligible borrower amilitary
deferment based on information that the borrower has been

granted amilitary deferment by another FFEL P loan holder

or the Department (for a Direct loan) for the same time
period. The borrower, or the borrower’s representative,
must request the deferment either verbally or in writing but

does not have to provide a completed military deferment
form.

In granting the deferment in this manner, the lender may
rely in good faith on theinformation obtained from another

FFELP loan holder, the Department, or an authoritative
electronic database maintained and authorized by the
Department, unless the lender has information indicating
that the borrower does not qualify for the military
deferment. The lender must resolve any discrepant
information before granting a military deferment in this
manner.

If the lender grants the military deferment using this
simplified process, it must notify the borrower that the
deferment has been granted and that the borrower hasthe
option to pay the interest that accrues on an unsubsidized
FFELP loan or to cancel the deferment and continue to
make payments on the loan.

[8682.210(s)(1)(iii) - (V)]*

11.10
National Oceanic and Atmospheric
Administration Corps Deferment

A National Oceanic and Atmospheric Administration
Corps deferment is available to a borrower who is engaged
in active duty service in the National Oceanic and
Atmospheric Administration Corps (NOAA).

11.10.A
Eligibility Criteria—NOAA

This deferment is available only if the borrower has an
outstanding balance on aFFEL P loan that was made before
July 1, 1993, or the borrower had an outstanding balance on
aFFELP loan made before July 1, 1993, when he or she
obtained aloan disbursed on or after July 1, 1993.

L Policy 1033 (Batch 149), approved April 17, 2008

To qualify for this deferment, a borrower must request it
and provide the lender with a statement from an authorized
official of the NOAA Corps certifying:

«  That theborrower ison active duty statusinthe NOAA
Corps.

«  The date on which the borrower’s service began.

«  The date on which the borrower’s service is expected
to end.

11.10.B
Deferment Documentation—NOAA

If aborrower requests aNOAA deferment, the lender
should forward to the borrower the following common
deferment form:

PUB
Public Service Deferment Request

11.10.C
Length of Deferment—NOAA

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends no later than 3 years after
the date on which it began, or the date on which the
borrower’s qualifying serviceis certified to end or actually
ends, whichever is earlier. A borrower may be granted a
maximum of 3 years of deferment for any combination of
service in the U.S. Armed Forces, U.S. Commissioned
Corps of Public Health, and NOAA.

[8682.210(p)]

11.11
Parental Leave Deferment

A parental leave deferment is available to a borrower who
is pregnant or caring for his or her newborn or newly
adopted child.

11.11.A
Eligibility Criteria—Parental Leave

This deferment is available only if the borrower has an
outstanding balance on a FFEL P loan that was made before
July 1, 1993, or the borrower had an outstanding balance on
a FFELP loan made before July 1, 1993, when he or she
obtained aloan disbursed on or after July 1, 1993.

Chapter 11: Deferment and Forbearance—April 2008
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11.14.A Eligibility Criteria—Rehabilitation Training Program

11.14.A
Eligibility Criteria—Rehabilitation Training
Program

To qualify for this deferment, a borrower must request it
and provide the lender with written certification from the
rehabilitation agency that:

«  Theborrower—or the dependent student in the case of
aparent PLUS loan, where applicable—is either
receiving or scheduled to receive rehabilitation
training services from the agency.

«  Therehabilitation training program is licensed,
approved, certified, or otherwise recognized as
providing rehabilitation training to qualified
individuals by astate agency responsiblefor vocational
rehabilitation, drug abuse treatment, mental health
services, or alcohol abuse treatment programs, or by
the Department of Veterans Affairs.

«  Therehabilitation training program will provide the
borrower or dependent student with rehabilitation
services under awritten plan that:

— Isindividualized to meet the borrower’s or
dependent student’s needs.

—  Specifies the date on which the servicesto the
borrower or dependent student are expected to
end.

— Isstructured in away that requires a substantial
commitment by the borrower or dependent student
to his or her rehabilitation. A substantial
commitment is defined as a commitment
demanding time and effort that would normally
prevent an individual from engaging in full-time
employment, either because of the number of
hours that must be devoted to rehabilitation or
because of the nature of the rehabilitation. For
these purposes, full-time employment is defined
as at least 30 hours of work per week that is
expected to last at least 3 months.

11.14.B
Deferment Documentation—Rehabilitation
Training Program

If aborrower requests a rehabilitation training program
deferment, the lender should forward to the borrower the
following common deferment form:

EDU
Education Related Deferment Request

If aPLUS borrower requests a rehabilitation training
deferment based on the participation in aqualified training
program by the dependent student for whom the parent
borrowed a PLUS loan, the lender should forward to the
borrower the following common deferment form:

PLUS
PLUS Borrower with Dependent Student Deferment
Request

11.14.C
Length of Deferment—Rehabilitation
Training Program

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends when the borrower

compl etes the program or withdraws, whichever is earlier.
[8682.210(e) and (s)(4)]

11.14.D
Simplified Deferment Processing

A lender may grant an €eligible borrower arehabilitation
deferment based on information that the borrower has been
granted a rehabilitation training deferment by another
FFEL Ploan holder or the Department (for aDirect |oan) for
the same time period. The borrower must request the
deferment either verbally or in writing but does not have to
provide a compl eted rehabilitation deferment form.

In granting the deferment in this manner, the lender may
rely in good faith on the information obtained from another
FFEL P loan holder, the Department, or an authoritative
electronic database maintained and authorized by the
Department, unless the lender has information indicating
that the borrower does not qualify for the rehabilitation
training deferment. The lender must resol ve any discrepant
information before granting a rehabilitation training
deferment in this manner.*

! Policy 1033 (Batch 149), approved April 17, 2008
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11.15 Tax-Exempt Organization Volunteer Deferment

If the lender grants the rehabilitation training deferment
using this simplified process, it must notify the borrower
that the deferment has been granted and that the borrower
has the option to pay the interest that accrues on an
unsubsidized FFELP loan or to cancel the deferment and
continue to make payments on the loan.
[§682.210(s)(1)(iii) - (V)]*

11.15
Tax-Exempt Organization Volunteer
Deferment

A tax-exempt organization volunteer deferment isavailable
to aborrower who is engaged in full-time paid volunteer
service with atax-exempt organization that the U.S.
Department of Education has determined to be comparable
to service as a Peace Corps or ACTION volunteer.

11.15.A
Eligibility Criteria—Tax-Exempt
Organization Volunteer

This deferment is available only if the borrower has an
outstanding balance on a FFEL P loan that was made before
July 1, 1993, or the borrower had an outstanding balance on
aFFELP loan made before July 1, 1993, when he or she
obtained aloan disbursed on or after July 1, 1993. The
deferment is also available to a PLUS borrower if that
borrower hasaPLUSloan first disbursed before August 15,
1983.

To qualify for this deferment, a borrower must request it
and provide the lender with a statement from an official of
the volunteer program certifying:

«  That the borrower has agreed to serve on afull-time
basisfor at least one year.

+  That the borrower serves as a volunteer in an
organization that is exempt from taxation under
Section 501(c)(3) of the Internal Revenue Code of
1986.

«  That the borrower provides service to low-income
persons and their communities to assist themin
eliminating poverty and poverty-related human, social,
and environmental conditions.

L Policy 1033 (Batch 149), approved April 17, 2008

«  That the borrower’s compensation—including a
subsistence allowance, necessary travel expenses, and
stipends—does not exceed the federal minimum wage,
except that the tax-exempt organization may provide
health, retirement, and other fringe benefits to the
volunteer that are substantially equivalent to the
benefits offered to other empl oyees of the organi zation.

«  That the borrower, as part of hisor her duties, does not
give religiousinstruction, conduct worship services,
engage in religious proselytizing, or engage in fund-
raising to support religious activities.

«  The date on which the borrower’s service began.

«  The date on which the borrower’s service is expected
to end.

11.15B
Deferment Documentation—Tax-Exempt
Organization Volunteer

If aborrower requests a tax-exempt organization volunteer
deferment, the lender should forward to the borrower the
following common deferment form:

PUB
Public Service Deferment Request

11.15.C
Length of Deferment—Tax-Exempt
Organization Volunteer

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends no later than 3 years after
the date on which it began, or the date on which the
borrower’s commitment is certified to end or actually ends,
whichever is earlier.

[8682.210(m)]

11.16
Teacher Shortage Area or Targeted Teacher
Deferment

A teacher shortage area deferment (also called atargeted
teacher deferment) is available to a borrower who is
teaching full timein a public or nonprofit private
elementary or secondary school in ateacher shortage area
defined by the Department, as recommended by the chief
state school officer of the state.
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11.18.D Simplified Deferment Processing

«  The 6-month period of deferment expires before the
borrower submits an extension request.
[8682.210(h); Appendix A of DCL 96-L-186/96-G-
287]

If the borrower is eligible to receive a 6-month post-
deferment grace period on hisor her loan (see subsection
11.1.H), alender may grant only one such grace period
following one unemployment deferment period—
regardless of how many periods of unemployment
deferment the borrower isgranted. Thisgrace period should
be provided only following the initial unemployment
deferment period.

[HEA 428(b)(1)(M)(ii); 8682.210(a)(5) and (h) and (s)(5)]

11.18.D
Simplified Deferment Processing

A lender may grant an eligible borrower an unemployment

deferment based on information that the borrower has been

granted an unemployment deferment by another FFELP
loan holder or the Department (for a Direct loan) for the
sametimeperiod. The borrower must request the deferment

either verbally or in writing but does not have to provide a

completed unemployment deferment form.

In granting the deferment in this manner, the lender may
rely in good faith on the information obtained from another

FFELP |oan holder, the Department, or an authoritative
electronic database maintained and authorized by the
Department, unless the lender has information indicating
that the borrower does not qualify for the unemployment
deferment. The lender must resolve any discrepant
information before granting an unemployment defermentin

this manner.

If thelender grantsthe unemployment deferment using this

simplified process, it must notify the borrower that the
deferment has been granted and that the borrower has the
option to pay the interest that accrues on an unsubsidized
FFELP loan or to cancel the deferment and continue to
make payments on the loan.

[§682.210(s)(1)(iii) - (V)]*

11.19
Working Mother Deferment

A working mother deferment isavailableto aborrower who
is the mother of a preschool-age child when the mother is
entering or reentering the work force. A preschool-age
child isdefined as one who is not yet enrolled in first grade
or ahigher grade in elementary schoal.

L Policy 1033 (Batch 149), approved April 17, 2008

11.19.A
Eligibility Criteria—Working Mother

This deferment is available only if the borrower has an
outstanding balance on a FFEL P loan that was made before
July 1, 1993, or the borrower had an outstanding balanceon
a FFELP loan made before July 1, 1993, when he or she
obtained aloan disbursed on or after July 1, 1993.

To qualify for this deferment, a borrower must request it
and provide the lender with:

« A statement that she isthe mother of a preschool-age
child; that she entered or is reentering the work force
no more than one year before the beginning date of the
period for which the deferment is being sought; and
that sheis currently employed full time (at least
30 hours of work per week that is expected to last at
least 3 months) in a position for which she receives
wages of no more than $1.00 per hour more than the
minimum wage.

«  Documentation of the child’'s age (such as abirth or
baptismal certificate).

«  Documentation of wages (such as a pay stub).

11.19.B
Deferment Documentation—Working
Mother

If aborrower requests aworking mother deferment, the
lender should forward to the borrower the following
common deferment form:

PLWM
Parental Leave/Working Mother Deferment Request

11.19.C
Length of Deferment—Working Mother

The deferment begins on the date the condition entitling the
borrower to the deferment first existed, as determined by
the lender. The deferment ends no later than 12 months
after the date on which it began, or the date on which the
borrower no longer qualifies for the deferment (for
example, when a borrower achieves a salary that would
exceed the hourly minimum wage plus $1.00), whichever is
earlier.

[8682.210()]
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11.20.J Establishing Repayment after Forbearance

«  That the borrower or endorser may opt to discontinue
the forbearance at any time.

This notification requirement does not apply to the
postponement of interest payments during a deferment
period, a period of forbearance for an internship or
residency, or a period of mandatory administrative
forbearance. (See subsection 11.24.B for information
regarding required notification for internship and residency
forbearance. See section 11.22 for information regarding
required notification for mandatory administrative

federal regulations permit the lender to extend the first due
date an additional 30 days beyond the standard 60-day
limit, if the extension is necessary to permit the lender to
comply with requirementsthat the repayment disclosure be
sent to the borrower no less than 30 days before the first
payment on the loan is due.

A borrower must be notified of any interest capitalized due
to the forbearance. The notice should include the new
principal balance and any other repayment term changes
(such as a new monthly payment amount) resulting from

forbearance.)
[8682.211(e)]

11.20.J

Establishing Repayment after Forbearance

the interest being capitalized. The lender may develop its
own format for disclosing such information or may use a
repayment schedule and disclosure form provided by a
guarantor. For more information on disclosure of
repayment terms, see section 10.7.

[8682.205(c); §682.209(a)(3)(ii)(B)]

A borrower’s first payment due date after an authorized
forbearance generally must be no later than 60 days after
the date that the forbearance expires. For a Stafford loan,

Forbearance Eligibility Chart

TYPE

Discretionary

Financial difficulties due to personal problems when the
borrower is unable to make regularly scheduled payments1

Reduced-Payment Forbearance®
Mandatory
Medical or Dental Internship/Residency® 3

Department of Defense Student Loan Repayment Programs®

National Service? 3

Figure 11-2
LENGTH

The period established in the terms of the forbearance agreement (not to exceed 12-month increments);
no maximum

12-month increments (or a lesser period equal to actual period during which the borrower is eligible); no
maximum

Child Care Provider Loan Forgiveness % >—Note: Contingent
upon funding by Congress.

Period while borrower maintains forgiveness eligibility. 12-month increments

Debt Exceeds Monthly Income® ®

12-month increments; 3 years maximum

Teacher Loan Forgiveness® >
Mandatory Administrative
Local or National Emergency7

Military Mobilization®

Designated Disaster Area’

Period while borrower maintains forgiveness eligibility. 12-month increments

Period specified by the Department or guarantor plus 30 days following the period

Repayment Accommodation

3-year maximum for variable interest rate; 5-year maximum for income-sensitive repayment

Death

Date lender receives reliable notification of death to date lender receives death certificate or other
acceptable documentation, not to exceed 60 days

Teacher Loan Forgiveness® ®

The period while the lender is awaiting a completed loan forgiveness application, not to exceed 60 days

Date lender receives a completed loan forgiveness application to date lender receives either a denial or
the loan forgiveness amount from the guarantor
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11.20.J Establishing Repayment after Forbearance

TYPE
Administrative
Borrower Ineligible for Deferment®

LENGTH

Beginning date to ending date of the ineligible deferment

Delinquency before a Deferment or Certain Forbearances®

First date of overdue payment to the day before the beginning date of deferment or other forbearance
type

Late Notification of Out-of-School Dates®

Date borrower should have entered repayment to date first or next payment was established

Bankruptcy Filing®

The earlier of the first date of overdue payment or receipt of reliable information that the borrower has
filed bankruptcy to date of discharge determination or repurchase

Total and Permanent Disability®

Date lender receives physician’s written request for additional time to date lender receives a complete,
deeumentation-certified loan discharge application or other form(s) approved by the Department, if the

borrower submits the certification to the lender within 90 days of the date the physician certified the
application, not to exceed 60 days*

For a non-disabled comaker, the earlier of the date that the lender receives the loan discharge application
or the date the lender receives notice from the guarantor that one comaker is totally and permanently
disabled, to the date that the lender receives notice of the final discharge determination.

Spouses and Parents of September 11, 2001, Victims®

60 days from date application sent to borrower if application is not received by lender, and from date
guarantor receives documentation to date of determinationt

Repurchase of a Non-Bankruptcy Claim®

The period that the loan was held by the guarantor due to a claim purchase

Death

Date after mandatory administrative forbearance due to reliable notification of death ends to date lender
receives death certificate or other acceptable documentation, not to exceed 60 days

Closed School

Period of unofficial closure notice as specified by guarantor

Closed School or False Certification®

60 days from date application sent to borrower if application is not received by lender, and from date
guarantor receives documentation to date of determination

False Certification—Identity Theft®

Date eligibility requirements sent to individual to date request and documentation returned, not to exceed
60 days; and from date guarantor receives documentation to date of determination

Delinguency after Deferment or Mandatory Forbearance®

Deferment or mandatory forbearance end date to establishment of next payment due date

Documentation Collection and Processing®

Date borrower requests deferment, forbearance, change in repayment plan, or loan consolidation to date
supporting documentation is processed by lender, not to exceed 60 days

Unpaid Refund Discharge

60 days from date application sent to borrower if application is not received by lender, and from date
guarantor receives documentation to date of determination

The period during guarantor review and ending on the date lender receives the guarantor’s determination
for a borrower who requests a review of a denial determination

Unpaid Refund®

End date of initial 60-day mandatory administrative forbearance to receipt of completed discharge
request, and during period of determination of discharge eligibility

New Out-of-School Dates after Conversion®

Original repayment start date to adjusted start date

Loan Sale or Transfer®

First date of delinquency to date loan is sold or transferred, if the loan is less than 60 days delinquent

Ineligible Summer Bridge Extension®

Day after expiration of borrower’s last in-school deferment to the 30th day after fall classes begin

Cure®

Date of earliest unexcused violation to date lender receives a full payment or new signed repayment
agreement

Natural Disasters, Local or National Emergency, Military
Mobilization®

From date borrower affected, not to exceed 3 months for each occurrence

Repayment Alignment-SLS/Stafford”

* Policy 1040 (Batch 150), approved April 17, 2008
T Policy 1024 (Batch 149), approved April 17, 2008

First payment due date to last day of the longest applicable Stafford loan grace period

Note: For detailed information about each forbearance situation, refer to the applicable subsection.

i

and the terms of the forbearance agreement.
For borrowers only.

w N

are required.
A request is required.

o

Lender must document the borrower’s request, the reason for the forbearance,

A request and supporting documentation from the authorized official(s)
indicating the beginning and ending dates, and a verbal or written agreement

A request and supporting documentation of monthly income and monthly

o

Lender must notify the borrower (or individual or endorser, if applicable) and
document the beginning and ending dates and reason for the forbearance in
borrower history record.

Notice from the Department or guarantor is required.

Documentation showing borrower is subject to a military mobilization is
required.

A request and a completed FFELP Child Care Provider Loan Forgiveness
Forbearance Form are required.

~

©

payments on Title IV education loan obligations, and a verbal or written

agreement are required.

32

Chapter 11: Deferment and Forbearance—April 2008



11.21.D False Certification as a Result of the Crime of Identity Theft

11.21.D
False Certification as a Result of the Crime
of Identity Theft

If aguarantor or the Department notifies alender, or the
lender receives reliable information from another source
(such asatelephone call or letter from theindividual named
as the borrower) that an individual may be eligible for a
false certification loan discharge as a result of the crime of
identity theft, the lender must grant an administrative
forbearance on any potentially eligibleloan for aperiod not
to exceed 60 days, beginning no earlier than the date that
the loan discharge eligibility requirements are sent to the
individual. If the individual failsto return the discharge
documentation within the required time frame, the lender
must end the administrative forbearance and the loan’s
delinquency resumes at the point at which collection
activity was suspended.

[8682.211(f)(7); §682.402(e)(12)]

If alender receives avalid identity theft report (as defined

in Section 603(g)(4) of the Fair Credit Reporting Act) or
notification from acredit bureau that aborrower’sloan may

have been theresult of the crime of identity theft, thelender

may grant an administrative forbearance for aperiod not to

exceed 120 days while the lender determines the lega
enforceability of the loan.

[§682.211(f)(6)]*

In addition, the lender may grant an administrative
forbearance for periods needed by the Department or the
guarantor to determine the individual’s dligibility for
discharge because of false certification as aresult of
identity theft (see subsection 13.8.E for information
regarding false certification loan discharge as a result of
identity theft). If the discharge is denied, the lender must
resume collection activity on the loan within 30 days of the
lender’sreceipt of the denia notice from the guarantor. The
lender may capitalize interest accrued during the
forbearance period and the loan’s delinquency resumes at
the point at which collection activity was suspended.
[8682.402(e)(7)(ii)]

Thelender must clearly indicatein the servicing history that
an administrative forbearance was granted due to the
borrower’s potential eigibility for loan discharge for false
certification as aresult of the crime of identity theft.

L Policy 1026 (Batch 149), approved April 17, 2008

11.21.E
Cures

The lender may grant an administrative forbearance from
the date of the earliest unexcused violation to the date the
lender receivesafull payment or new repayment agreement
that is signed by the borrower to reinstate the guarantee on
the loan.

11.21.F
Death

If alender receives reliable but unofficial notification of a
borrower’s death, or the death of a student for whom a
PLUS loan was made in the case of aPLUS loan or a
Consolidation loan that paid in full aPLUS loan, the lender
must suspend collection activity on the loan for a period of
up to 60 days, until the lender receives documentation of
the death. If the lender needs time in addition to theinitial
60-day mandatory administrative forbearance period to
obtain documentation of the death, the lender may grant an
administrative forbearance on the loan for up to an
additional 60 days, for atotal suspension of collection
activity of upto 120 days. Thisforbearance doesnot require
awritten request but the lender must send a natice to the
borrower’s or endorser’s address stating that such a
forbearance was granted.

See subsection 11.23.A for mandatory administrative
forbearance requirements regarding death discharges. See
subsection 13.8.C for information on claim filing
proceduresfor loansthat are eligiblefor discharge or partial
discharge due to a borrower’s death, or the death of a
student for whom a PLUS loan was made in the case of a
PLUSIoan or aConsolidation loan that paid in full aPLUS
loan.

[8682.211(f)(6); §682.402(b)(3)]

11.21.G6
Delinquency before a Deferment or Certain
Forbearances

A lender may process an administrative forbearance to
resolve an outstanding delinquency that precedes any of the
events listed below. The forbearance may be granted from
the date on which the borrower’s delinquency began and
may be extended through the day before the first date on
which the borrower is eligible for:

« A deferment.
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11.21.M New Out-of-School Dates after Conversion to Repayment

11.21.M
New Out-of-School Dates after Conversion
to Repayment

If a Stafford, PLUS, SL S, or Consolidation loan isin
repayment, and thelender receivesanew out-of-school date
or deferment end date showing that the borrower should
have entered repayment earlier than was previously
reported, the lender may apply an administrative
forbearance between the original repayment start date and
the adjusted date. The lender may not use administrative
forbearance to resolve a delinquency that existed on the
loan before theinformation wasreceived. After thelender’'s
adjustments, the loan should retain the status that was
applicable before the new information was received;
further, due diligence must continue on the loan.

11.21.N
Repayment Alignment

A borrower with one or more Stafford loans that have not
entered repayment and one or more SLSloansiseligibleto
have the repayment period start dates on these loans
aligned. A borrower’s request for aligned repayment may
be made verbally or in writing. A separate request is
unnecessary when the borrower has signed the Stafford
loan Master Promissory Note, which authorizes the lender
to align repayment of the borrower’s Stafford and SLS
loans.

If repayment alignment is requested by an eligible
borrower, the lender must align the repayment of the
borrower's SLS loan(s). If the SLSloan is not eligible for
deferment, the lender must apply an administrative
forbearance to postpone repayment until the end of the
grace period on the borrower’s Stafford loan. If the
borrower has multiple Stafford loans that have not yet
entered repayment and those |oans have grace periods that
aredifferent in length, the lender must postpone repayment
of the SLS loan(s) until the end of the longest applicable
Stafford loan grace period. In addition, alender may apply
an administrative forbearance to a Stafford loan(s) that has
entered repayment in order to align the repayment of all the
borrower’s Stafford and SL S loans.

For moreinformation on aligning the repayment of Stafford
and SL S loans and on required borrower notifications, see
subsection 10.4.C.

[8682.209(a)(2)(iii); DCL 96-L-186/96-G-287, Q& As#19
and #24]

11.21.0
Repurchase of a Non-Bankruptcy Claim

In the case of arepurchase, thelender may administratively
forbear the loan during the period the loan was held by the
guarantor due to a claim purchase. The capitalization may
includeinterest accrued from the date of the claim payment
through the repurchase date. The lender must document
that the capitalization was the result of arepurchase. If the
repurchase is due to the loan’s loss of guarantee, see
subsection 13.3.D.

11.21.P
Spouses and Parents of September 11,
2001, Victims

If alender receives information from a borrower or a
borrower’s representative that the borrower claimsto
qualify for discharge under the spouses and parents of
September 11, 2001, victims (September 11, 2001)
discharge provisions, the lender must grant aforbearance
for the borrower, or any endorser as applicable, on the
borrower’s eligible loan(s). The lender must advise the
borrower, or the borrower’s representative, to submit a
L oan Discharge Application: Spouses and Parents of
September 11, 2001, Victims form and all required
documentation.

[8682.407(c)(2)]

If the lender determines that the borrower does not qualify

for adischarge, or the lender does not receive the required

documentation within 60 days of the notification that the
borrower claimsto qualify for the discharge, the lender
must resume collection. The lender is considered to have
exercised forbearance from the date of the borrower’s
notification. The lender may capitalize any interest accrued

and not paid during the forbearance period.

[8682.407(c)(3)]

If the lender receives the required documentation and
determines that the borrower qualifies for a discharge, the
lender must file a discharge claim with the guarantor and
the lender must continue the forbearance until the date that

the guarantor makes the discharge determination.
§682.407(c)(N]*

! Policy 1024 (Batch 149), approved April 17, 2008
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11.21.Q Total and Permanent Disability

11.21.Q
Total and Permanent Disability

If the lender receives reliableinformation indicating that a
borrower has becometotally and permanently disabled, the

Department—whmhever—rseamer must continue coIIectron

activitiesuntil it receives either the certification of total and
permanent disability from aphysician or aletter from a
physician stating that the borrower has requested the
certification and that the physician needs additional timeto
determine if the borrower is totally and permanently
disabled.

If the lender is-advised-by-receives awritten request from
the borrower’s physician (who is a doctor of medicine or
osteopathy and islegally authorized to practice in a state)
that additional time is needed either to determineif the
borrower istotally and permanently disabled or to complete
the borrower’s discharge documentation, the lender must
grant an administrative forbearance to the borrower and, if
applicable, the endorser. This period of required
administrative forbearance-which cannot exceed 60 days
from the date the lender receivesthe physician’srequest for
add|t|onal t| me—rsmedd%en%e&he@ptrenal—penedref—

3 ussed-above. The lender
may not require the borrower to submit arequest for the
forbearance. For more information on the suspension of
collection activities in the event of the total and permanent
disability of aborrower, see Subsection 13.8.G.

[§682- 20 H(EX5):-§682.402(c) (5) ()]

If acomaker of ajoint Consolidation loan or PLUS loan
appliesfor atotal and permanent disability loan discharge,
the lender must continue servicing the loan for the non-
disabled comaker. The lender must protect the status of the
loan during the conditional discharge period so that theloan
does not become delinquent or more delinquent. The lender
may apply an administrative forbearance on the entireloan
if the non-disabled comaker is not eligible for or does not
choose another repayment option, deferment, discretionary
forbearance, or reduced-payment forbearance. The
administrative forbearance may not begin prior to the date
the lender receives the disabled comaker’s loan discharge
application, or the date the lender receives the notification
from the guarantor that one comaker istotally and
permanently disabled, whichever isearlier. The
forbearance ends on the date that the lender receives notice
of the disabled comaker’s final discharge determination.

L Policy 1040 (Batch 150), approved April 17, 2008

11.21.R
Unpaid Refund Discharge

If aguarantor or the Department notifies alender, or the
lender receives reliable information from another source
(such as atelephone call or letter from the borrower) that a
borrower may be eligible for an unpaid refund loan
discharge, the lender must grant an administrative
forbearance on any affected loan. If an unpaid refund loan
discharge may be applicable to any underlying loan(s) of a
Consolidation loan, the lender must suspend collection
activity and grant this forbearance on the entire
Consolidation loan. A lender must forbear payments of
principal and interest that are delinquent or that would be
due during al of the following periods.

+  The period beginning on the date the lender or
guarantor sends the borrower an unpaid refund loan
discharge application and ending on either of the
following:

—  Thedate that the lender receives the guarantor’s
determination, if the borrower returns the
discharge application within 60 daysfrom the date
the lender or guarantor sent the application.

— The60th day, if the borrower does not return the
discharge application within 60 daysfrom the date
the lender or guarantor sent the application. See
below for more information about forbearance a
lender may grant when the lender receives a
compl eted discharge application after thisinitial
60-day period.

+  The period beginning on the date the lender receives
notification from the guarantor of the borrower’s
request for areview of adenial determination and
ending on the date that the lender receives the
guarantor’s determination.

If the lender receives the borrower’s unpaid refund
discharge application more than 60 days from the date on
which thelender or guarantor sent thedischarge application
to the borrower, the lender may grant an additional
administrative forbearance on any affected loan. This
forbearance may cover the period from the end of theinitial
60-day administrative forbearance to the receipt of the
completed discharge application.

Chapter 11: Deferment and Forbearance—April 2008
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12.1 Collection Philosophies, Goals, and Minimum Standards

Chapter 12 identifies the minimum due diligence
requirements to which lenders must adhere in order to
retain the guarantee on the loan. Due diligence is the term
used to describe the required activities and timelines
applicable to the collection of FFELP loans.

Compliance with due diligence requirementsis crucial;
failure to meet these requirements within their respective
time frames may result in an inability to collect the loan,
rejection of alender’s claim, cancellation of the guarantee
on the loan, or areduction of the interest that would
normally be paid at the time of claim purchase. Except as
detailed in subsection 12.4.B and as noted otherwise
throughout this chapter, due diligence requirements
described in this chapter are for loans with monthly
repayment obligations. Lenders with loans with repayment
obligations less frequent than monthly should contact their
guarantor with questions regarding the unique servicing
requirements for theseloans. (See section 1.5 for guarantor
contact information.)

[8682.401(b)(19)]

The lender must adhere to the federal requirements to
ensure prompt collection of any delinquent loan payments
and to preserve the guarantee on the loan. These
requirements preempt any state lav—including state
statutes, regulations, or rules—that would conflict with or
hinder alender’s satisfaction of the requirements or
frustrate the purposes of these requirements. However,
these requirements do not preempt the provisions of the
Fair Credit Reporting Act (FCRA) that providerelief toa
borrower while alender determinesthelegal enforceability

of aloan after receiving avalid identity theft report or

notification from acredit bureau of an alleged identity theft.

[§682.411(0)]*

Any reference to aborrower in this chapter also refersto
any applicable comaker—one of two PLUS borrowerswho
arejointly and severaly liable for repayment (as applicable
to aPLUSIoan made prior to April 16, 1999) or one of two
Consolidation loan borrowerswho are jointly and severally
liable for repayment (as applicable to a Consolidation loan
made from an application received by the consolidating
lender prior to July 1, 2006). Therefore, due diligence
activitiesrequired for the borrower are aso required for the
comaker. For example, if the lender is required to send a
letter at a certain point of delinquency, it must send the
same letter to both borrowers. Failure to perform collection
activities on one or both comakersis aviolation of due
diligence provisions and will result in interest penalties or
the loss of the loan’s guarantee.

[8682.507(a)(2)]

L Policy 1027 (Batch 149), approved April 17, 2008

Endorser requirements differ from those for borrowers and
comakers, and are identified in each applicable section and
highlighted in subsection 12.4.E.

12.1
Collection Philosophies, Goals, and
Minimum Standards

The lender’s collection practices must focus on preventing
the default of its delinquent and ineligible borrower loans.
The lender should devel op a systematic and thorough
approachto collecting onitsloans, using, at aminimum, the
due diligence standards prescribed in this chapter. In
addition, the lender may use its own consumer |oan
collection practices. Lenders are strongly encouraged to
develop standards that are in the best interest of both
borrowers and the FFELP.

[8682.208(c)]

12.2
Situations Requiring Collection Activities

The collection activities that are known as “ due diligence’
in the FFEL P must be performed in the following
situations:

« A borrower is delinquent in making payments.

« A lender is unable to determine the address of a
borrower whose loan is delinquent.

« A borrower isdetermined to beindligible for aloan
(due to the borrower’s or student’s error).

A loan is considered delinquent if the lender has not
received aborrower’s payment by the day after the payment
duedate. A lender must ensure that the due date of thefirst
payment is established according to the requirements
described in section 10.5.

[8682.411(b)]
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12.4.F Ineligible Borrower Due Diligence

Releasing the Endorser

A lender may release an endorser from hisor her repayment
obligation on aloan in any of the following cases:. If the
loan isonly partially discharged, the endorser remains
obligated for the undischarged portion of the loan.*

The borrower receives a spouses and parents of
September 11, 2001, victims discharge.?

« Areleaseisprovided in writing before the loan
becomesdelinquent, and the endorser was not obtained
due to a PLUS loan borrower’s adverse credit.

«  Theborrower dies or the student for whom a parent
obtained a PLUS loan dies.
[8682.402(b)(1) and (4)]

The borrower receives afinal determination of total
and permanent disability loan discharge.

[8682.402(c)]

Theloan is discharged on the basis of undue hardship

as aresult of an adversary proceeding filed by the
endorser before a bankruptcy court.

[8682.402(f)]

The borrower receives aloan discharge based on the
dependent student’s inability to complete a course of
study because the school closes, or due to the false
certification of the loan by the school.

[8682.402(d) and (e)]

Theloan is partially or completely discharged due to

an unpaid refund.
[8682.402(1)]

«  Theendorser dies, and the lender receives evidence of
the endorser’s death, such as a copy of the death
certificate or other proof of the endorser’sdeath that is
acceptable under applicable state law.

The endorser becomes totally and permanently
disabled after the loan becomes delinquent.

. Atthediscretion of the guarantor.®

L Policy 983 (Batch 144), approved November 15, 2007
2 Policy 1024 (Batch 149), approved April 17, 2008
8. Policy 983 (Batch 144), approved November 15, 2007

12.4F
Ineligible Borrower Due Diligence

If aborrower isresponsiblefor hisor her ineligibility for all
or aportion of aloan, the due diligence requirements
outlined in this subsection apply. However, if it is
determined that a borrower isineligible for aloan dueto a
school’s or lender’s error, the borrower should not be
penalized, nor should thelender fileaclaim on theloan. For
information on determining which party is responsible for
aborrower’s ineligibility, see section 5.16.

The lender must—within 60 days of determining that a
borrower isineligible for aloan due to his or her own
error—mail afinal demand letter to the borrower. This
letter must require the borrower to repay:

«  Thefull principal amount of the ineligible portion of
the loan.

«  All outstanding accrued interest on theineligible
portion of the loan.

+  Any interest benefits paid on the ineligible portion of
the loan.

+  Any special allowanceoriginaly billed by thelender or
paid by the Department on the ineligible portion of the
loan.

[8682.412(c)]

Thelender must refund to the Department interest benefits
on theineligible portion of the loan, regardless of whether
they wererepaid by the borrower. If the borrower repaysthe
amount of specia alowance on the ineligible portion, the
lender must forward the funds to the Department.
[8682.412(d)]

The lender must allow an ineligible borrower at least 30
days after the date the final demand letter is mailed to
respond. If, at the end of the 30-day time frame, the
borrower failsto comply with the terms of thefinal demand
letter, the lender must:

+  Treat theloan asthough it werein default. The entire
loan isconsidered defaulted—even if the borrower was
ineligible for only a portion of it.

«  Cancel any pending disbursement(s).

«  Refund all interest benefits paid on theineligible
portion of the loan.

Chapter 12: Due Diligence in Collecting Loans—April 2008
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13.1.D Claim File Documentation

3. Assignment of a Loan Closed School Claims, False Certification Claims, and

Unpaid Refund Discharges

The claim file must contain the holder’s original

assignment of aloan to the guarantor. A lender using Documentation requirements for closed school and false

the Claim Form, which contains the assignment certification claims are outlined in subsections 13.8.B and

language, need not provide additional information or 13.8.D, respectively. Documentation requirements for

certificationswhenfilingaclaimin order toassignthe  unpaid refund discharges are outlined in subsection 13.8.H.

loan. A lender using an electronic claim filing process

should work directly with the guarantor to develop an Ineligible Borrower Claims

accurate, timely assignment process that corresponds

with the claim filed. For an ineligible borrower claim, the lender is required to
submit only items 1 through 3 of the preceding list. The

If the ownership of theloan was previously assignedto  lender must also provide the month, day, and year the final

the current holder from another holder, theholder must ~ demand letter was mailed and reasonable documentation

document all prior assignments, as applicable, andthe  supporting the borrower’sineligibility for theloan, such as

lender’s assignment of the note to the guarantor. Each an affidavit or |etter from the school or astatement fromthe

prior assignment may be stamped, typed, or written lender clearly stating the facts and allegations.

directly on the back of the note, or may beintheform  [8682.412]

of aletterhead assignment or otherwise through an

agreement with the guarantor. Additional Documentation Requirements
4. Out-of-School Date Information Bankruptcy Claims
Documentation supporting the lender’s out-of-school ~ For abankruptcy claim, the lender must submit—in
date must be included as part of the claim addition to the preceding items 1 through 5—notification of

documentation only if the lender is aware that itsout-  the-bankruptey filing, such as the Notice of the First -
of-school date is different from the out-of-school date ~ Meeting of Creditors (the Notice) or other proof of filing

on the guarantor’s file. directly received from the borrower’s attorney, the
bankruptcy court, or from another source; a copy of the
5. Cure Documentation Proof of Claim filed by the lender, if required; an-original-
assignment-of- the Proof-of Claim,-frequired:-and all other
If the loan’s guarantee is lost and subsequently pertinent documents sent to or received from the
reinstated, the lender must include in any claim filed bankruptcy court.

subsequent to the reinstatement the curing instrument  [8682.402(g)(1)(v)(A)]*
or alegible copy of the curing instrument. Examples of

acuring instrument include a new repayment Death Claims

agreement signed by the borrower or a copy of a

payment. In the case of an intensive collection For adeath claim, the lender must submit—in addition to

activities (ICA)/location cure, the claim file must the preceding items 1 through S—an original or certified

include acceptable evidencethat the borrower hasbeen  COPY, Or an accurate and complete photocopy of the original

located as detailed in section 14.6. For additional or certified copy, of the death certificate (see Subsection

information regarding acceptable documentation to 13.8.C). The use of afax or electronic version of the death

show that an ICA/location cure has been completed, certificate is not permitted. In the event of an exceptional

see section 14.6. circumstance and on a case-by-case basis, the lender must

submit other reliable documentation approved by the

Guarantors may require lenders to provide additional guarantor’s CEO.

information or documentation, for exampleif theborrower  [8682.402(9)(1)(ii1)]?
disputes the loan amount or a school disputes its cohort
default rate.

! Policy 1010 (Batch 147), approved February 21, 2008
2 Policy 996 (Batch 149), approved April 17, 2008
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13.1.E Missing Claim File Documentation

Total and Permanent Disability Claims

For atotal and permanent disability claim, the lender must
submit—in addition to the preceding items 1 through 5—a
completed Loan Discharge Application: Total and
Permanent Disability or other form(s) approved by the
Department. The lender must also submit arecord of any
payments received after the date-as-certified-by the
physician completed and certified the discharge
application;-that-the berrower-became unable to-work-and-
earn-money.

[8682.402(c)(5)(vii); §682.402(g)(1)(iv)]*

Some guarantors have additional or alternate requirements.
These requirements are noted in appendix C.

13.1.E
Missing Claim File Documentation

If alender submits aclaim file with any required
documentation missing or incomplete, or if the guarantor
determines that more information is needed to process the
claim, the guarantor may attempt to obtain the necessary
documentation or return the claim file to the lender with a
request for the missing documentation.

To expedite the claim filing process and avoid the return of
claim files to the lender, the guarantor may use a fax
machine to request and receive missing information from
lenders. The types of documentation that may be
transmitted and received by fax include, but are not limited
to, the application, promissory note, promissory note

| assignment, specialty claim documentation, payment
history information, deferment or forbearance
documentation, and missing collection history. In the case
of documentation where an original or true and exact copy,
or an accurate and complete photocopy of the original or
certified copy, may be required (such as the promissory
note and death certificate), the lender may fax a copy of the
document so that the guarantor can continue processing the
claim. However, the lender must, within the time frame
established by the guarantor, forward the original
document—or a copy certified as true and exact, or an
accurate and compl ete photocopy of theoriginal or certified
copy,—to the guarantor to avoid afuture claim return.

A Lenders may contact individual guarantors for
information on faxing claim file documentation. See
Section 1.5 for contact information.?

L Policy 1040 (Batch 150), approved April 17, 2008
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If alender is unable to provide requested documentation,
the loan may be subject to interest penalties or due
diligence violations. If alender is unable to provide
accurate payment information, as required on the Claim
Form, the guarantee on theloan may be canceled. However,
the lender may attempt to have the loan’s guarantee
reinstated in many cases by following the applicable cure
procedures (see section 14.5).

In some cases, an indemnification agreement will be
accepted if alender is unable to provide required
documentation for claim filing.

A Lendersmay contact individual guarantors for
information on the use of indemnification agreements
to substitute for documents required in the claim file.
See section 1.5 for contact information.

13.1.F
Missing Payment History

A guarantor views aperiod of missing payment history asa
serious due diligence violation that must be cured,
regardless of the length of the period. A loss of guarantee
on aloan will result during any period for which al, or a
portion of, the payment history is missing. For more
information on this violation and how it may be cured, see
subsections 14.1.C and 14.5.C, respectively.

13.2
Claim Returns

A guarantor will return (send back) a claim to the lender
under certain circumstances. The guarantor will notify the
lender of thereason for thereturn. Most claim returns occur
for one or more of the following reasons:

«  Thelender incursaviolation(s) that resultsin aloss of
guarantee on the loan.

«  The claim package contains inadequate
documentation.

. The borrower isfound not to be in adefault status.

«  Thelender isunable to provide sufficient
documentation to justify the claim.

«  Theborrower isactualy eligible for aloan when a
lender incorrectly determines that he or sheis
ineligible, or if ineligible, isnot ineligible solely dueto

6
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13.8.C Death

notify the borrower of the application of therefund to repay
the defaulted loan(s). The guarantor will refund to the
borrower any payment exceeding the remaining balance of
the defaulted loan.

If an underlying loan is determined to be eligible for
discharge, the claim amount paid to the holder of the
Consolidation loan will include the sum of the following:

«  Theamount paid by the consolidation lender to the
prior loan holder.

«  Interest on the amount paid to the prior loan holder
accrued from the date of consolidation through the date
of discharge.

«  Theamount of al payments made by or on behalf of
the borrower on each of the underlying loans that are
determined eligible for discharge, less any payments
received from athird-party source (e.g., atuition
recovery plan).

The Consolidation loan holder must apply any claim
payment amount received from the guarantor to the
remaining balance of the Consolidation loan. If applying
the claim payment results in the Consolidation loan being
paid in full, any excess funds must be refunded to the
borrower.

The guarantor will notify the lender and the borrower that
the loan obligation has been discharged.

13.8.C
Death

If aborrower of aloan for which thereis no comaker dies,
his or her loan is discharged. In the case of aPLUS loan
obtained for a dependent student, the parent borrower’s
loan is discharged if the student dies. Any endorser is
released from his or her repayment obligation upon the
discharge of aloan.

[8682.402(b)(1)]

If aloan is made to two borrowers as comakers, theloan is
discharged if both comakers have died or if one comaker
has died and the other comaker hashad hisor her obligation
to repay the loan discharged on another basis (such as
bankruptcy or total and permanent disability). For aPLUS
loan, if only one comaker dies and his or her obligation to
repay the loan is discharged, the surviving comaker is
obligated to repay the entire PLUS loan balance. For a
Consolidation loan, the portion of the loan attributable to
the comaker who has died is discharged. The surviving

comaker is obligated to repay the remaining Consolidation
loan balance.
[8682.402(8)(2) and (3)]

The underlying portion of a Consolidation |oan attributable
toaPLUSIoan obtained for adependent student iseligible
for discharge if that student dies. The borrower of the
Consolidation loan (or both comakersin the case of ajoint
Consolidation loan made to a married couple) is obligated
to repay the remaining Consolidation loan balance.
[8682.402(b)(6)]

Discharge When Guarantee Is Lost

If there have been servicing errors on aloan such that the
loan haslost its guarantee, those violations must have been
cured before the date the lender determines that the
borrower or dependent student died. If the violations were
not cured before the date of the death, the lender must
discharge the loan—even though the balance will not be
reimbursed by the guarantor.

[8682, Appendix D, |.E.2.]

Suspending Collection

If alender receivesreliable but unofficial notification of a
borrower’s death, or the death of a student for whom a
PLUS loan was made in the case of aPLUS loan or
Consolidation loan that paid in full aPLUSloan, thelender
must suspend collection activity on the loan for up to 60
daysand diligently attempt to obtain an original or certified
copy, or an accurate and compl ete photocopy of theoriginal

or certified copy, of the death certificate. In the event of an
exceptional circumstance and on a case-by-case basis, the
guarantor’s CEO may approve a discharge based on other
reliable documentation. If additional timeis needed to
obtain this documentation, collection activity may be
suspended for up to an additional 60 days, for atotal
suspension of up to 120 days. If documentation is not
received, thelender should treat the period of suspension as
though a forbearance had been granted. A signed
forbearance agreement is not required for this period. The
delinquency status, if any, that existed on the loan before
the lender suspended its collection activity remains. The
lender must resume collection activity immediately at the
level of delinquency at which it was suspended.
[8682.402(b)(3)]

After receiving an original or certified copy, or an accurate
and complete photocopy of the original or certified copy,’
of the borrower’s or student’s death certificate or
notification of discharge approval from the guarantor, the
lender may not attempt to collect on aloan or the

1 Policy 996 (Batch 149), approved April 17, 2008 |
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13.8.D False Certification by the School

discharged portion of aloan from the borrower, the
borrower’s estate, or any endorser.
[8682.402(b)(4)]

Treatment of Payments

Payments received from the borrower or the borrower’s
estate or paid on behalf of the borrower after the date of the
borrower’s or student’s death must be returned to the
sender. If payments are received and the lender has no
indication of an address or party to which payments may be
returned, the lender may apply those paymentsto the loan,
but must document the special circumstances. The lender
may capitalize the outstanding accrued interest for the
period represented by payments that were made but
subsequently returned.

[8682.402(b)(5)]

Disbursements That Are Not Consummated at the Time of
the Borrower’s or Student’s Death

A Stafford or PLUS loan disbursement that is
unconsummated when the borrower—or the dependent
student for whom a parent borrows a PLUS loan—diesis
not insured. If alender learnsthat a borrower—or astudent,
as applicable—died before aloan disbursement is
consummated, the lender must cancel all remaining
disbursements of the loan. If after making aloan
disbursement to a school, the lender learns that the
borrower—or student, as applicable—died before a
disbursement is consummated, the lender must contact the
school and request an immediate repayment of the
unconsummated funds. The school must comply with any
request from alender to return funds that were disbursed to
the school after the borrower’s or student’s death. See
subsection 7.7.L for information about consummated and
unconsummated disbursements. See subsection 8.9.D for
information about returning loan funds for a deceased
borrower.

Timely Filing Deadline for Death Claims

A lender must file adeath claim within 60 days of receiving
an original or certified copy, or an accurate and complete
photocopy of the original or certified copy, of the death
certificate. If alender discoversthat it hasonfilea
photocopy of a death certificate for an account that was
never submitted as a death claim or was denied as a death
claim (because at the time of original receipt, copies were
not acceptable proof of the borrower's death), the lender
must file the death claim within 60 days of that discovery.
In the event of an exceptional circumstance and on a case-
by-case basis, the guarantor’'s CEO may approve a
discharge based on other reliable documentation.
[§682.402(b)(2) and (g)(2)(i)]*

If adeath claim is not filed by the 60th day, the guarantor
will still purchase the claim—unless the lender incurred
duediligence or timely filing violations that were not cured
before notification of the borrower’s death and the
violations were based on an earlier delinquency and
resulted in cancellation of the guarantee on the loan.
However, the claim will be subject to an interest penalty,
and the lender will berequired to repay all interest benefits
and special allowance payments for amounts received or
otherwise payable after the expiration of the 60-day filing
deadline. (See section 14.4.)

[8682.402(9)(2)(1)]

13.8.D
False Certification by the School

A borrower who meets all of the requirements that pertain
to aparticular type of false certification loan discharge as
outlined in this subsection is eligible to have his or her
applicable loan(s) discharged. A borrower qualifiesfor a
false certification loan discharge of the loan, in full or in
part, if the borrower—or the student for whom a parent
obtained aPLUS|oan—received any part of the proceeds of
aFFELPloanonor after January 1, 1986, to attend aschool
that did any one of the following:

«  Admitted the student on the basis of hisor her ability
to benefit from itstraining, even though the student did
not meet the applicabl e requirements for admission on
the basis of ahility to benefit.

«  Signed the borrower’s name on the application and/or
promissory note without his or her authorization,
unlessthe borrower intended to obtain theloan and the
student for whom the loan was made benefited from
the proceeds of the loan.

»  Endorsed the borrower’s name on the loan check or
signed the authorization for electronic funds transfer
(EFT) or master check without the borrower’s
authorization—unless the student for whom the loan
was made received the proceeds of the |oan either by
actual delivery of the loan funds or by a credit in the
amount of the contested disbursement to charges owed
to the school for the portion of the educational program
completed by the student.

If the guarantor determines that a borrower iseligible for a
loan discharge or adischarge of one or more disbursements
of aloan, the discharge cancels the obligation of the
borrower to repay the applicable outstanding principal,
accrued interest, collection costs, and late fees. It also
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13.8.E False Certification as a Result of the Crime of Identity Theft

On the same date that the guarantor pays the claim, it will
refund to the borrower all borrower payments made on the
loan, minus any funds received from athird-party source.
For an eligibleloan that was previously paidin full by or on
behalf of the borrower, the guarantor will notify the lender
that the loan obligation is discharged and will refund to the
borrower payments made on the loan, minus any funds
received from athird-party source.

13.8.E
False Certification as a Result of the Crime
of Identity Theft

Anindividual may obtain afalse certification loan
discharge on aloan(s) disbursed on or after January 1, 1986,
if theindividual’s eligibility to receive the loan was falsely
certified as aresult of a crime of identity theft. For the
purposes of false certification loan discharge, the term
“individua” includes all endorsers on aloan.
[8682.402(e)(1)(i)]

If the guarantor determinesthat anindividual iseligiblefor
aloan discharge, the discharge cancel sthe obligation of the
individual to repay the applicable outstanding principal,
accrued interest, collection costs, and late fees. It also
qualifies the individual for reimbursement of any amounts
paid voluntarily or through forced collection on the amount
discharged. The lender and guarantor must ensure that the
dischargeisreported to credit bureaus such that any adverse
or inaccurate credit history associated with the amount
discharged is removed.

[§682.402()(2)]*

An individual may initiate the discharge process based on
fal se certification asaresult of the crime of identity theft by
reguesting the discharge and providing the lender or
guarantor with all of the required documentation.

If the lender receives preliminary notification that the loan
was falsely certified, the lender must send information
explaining theloan discharge eligibility requirementsto the
individual. If the guarantor receives the preliminary
notification that the loan wasfa sely certified, the guarantor
may send the information explaining the loan discharge
eligibility requirements to the lender to forward to the
individual. In other cases, the guarantor may send the
information explaining the loan discharge eligibility
requirements directly to a potentially eigible individual
and notify the lender of the potential discharge. In such
cases, the guarantor also may request that the individual
return the required documentation to the guarantor for a

L Policy 1027 (Batch 149), approved April 17, 2008

determination of eligibility. The guarantor will notify the
lender of the individual’s eligibility for the loan discharge.
[8682.402(e)(12)]

Suspending Collection Activity

If aguarantor notifies alender, or the lender receives
reliable information from another source (such asa
telephone call or written correspondence from the
individual) that an individual may be eligible for afalse
certification loan discharge, the lender must immediately
suspend all collection activity and must grant an
administrative forbearance on any affected loan.
[8682.402(e)(12)(i)]

The lender must grant an administrative forbearance on al
loans that are potentially eligible for discharge. The
forbearance may begin no earlier than the date that
information explaining the loan discharge eligibility
requirements is sent to the individual. The lender must
resume collection activitiesif theindividual failstoreturna
discharge request and the required documentation within
60 days after the date the information is sent to the
individual. The lender must resume collection activities
within 30 days from receiving notification that the loan is
ineligible for false certification loan discharge. The lender
may capitalize the interest accrued during the
administrative forbearance period.

[8682.402(e)(12)(i)]

If alender receives avalid identity theft report (as defined
in Section 603(g)(4) of the Fair Credit Reporting Act) or
notification from acredit bureau that aborrower’sloan may
have been theresult of the crime of identity theft, thelender
may grant an administrative forbearance for aperiod not to
exceed 120 days while the lender determines the legal
enforceability of the loan.

[§682.211(f)(6)]?

Notifying the Individual

Within 30 days of the date the lender receives information
that the individual may be eligible for a false certification
loan discharge, the lender must send information to the
individual regarding how to request theloan discharge. The
lender must provide the following information to
potentially eligible individuals:

«  Eligibility requirements for false certification loan
discharge as aresult of the crime of identity theft.
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13.8.E False Certification as a Result of the Crime of Identity Theft

«  Appropriateinstructions for sending a signed request
for loan discharge and all required documentation to
the lender, including instructions that the
documentation must be submitted to the lender within
60 days.

«  Anexplanation of the administrative forbearance
applied to each potentialy eligible loan(s) and the
effect of the capitalization of interest accrued during
the forbearance period.

[8682.402(e)(12)(i)]
Eligibility Criteria

Anindividual qualifiesfor loan discharge if the individual
does al of the following:

+  Certifiesthat he or she did not sign the promissory
note, or that any other means of identification used to
obtain the loan were used without the authorization of
theindividual.

«  Certifiesthat he or she did not knowingly receive or
benefit from the proceeds of the loan that had been
made without the individual’s authorization.

«  Providestothelender acopy of alocal, state, or federal
court verdict or judgment that conclusively determines
that the individual who is named as the borrower or
endorser of the loan was the victim of a crime of
identity theft by a perpetrator named in the verdict or

judgment.

[§682.402(€)(3)(V)]

If thejudicial determination of the crime does not expressly
state that the loan was obtained as a result of the crime, the
individual must provide al of the following:

- Fivedifferent samples of his or her signature, two of
which must be no more than one year before or one
year after the date of the contested signature, or other
means of identification of theindividual, asapplicable,
corresponding to the means of identification used
falsely to obtain the loan.

« A statement of facts that demonstrates that eligibility
for the student loan in question was falsely certified.

[§682.402(€)(3)(V)]

L Policy 1027 (Batch 149), approved April 17, 2008

For the purposes of this subsection, identity theft is
considered to be the unauthorized use of the identifying
information of another individual that is punishable under
18 U.S.C. 1028, 1029, or 1030, or substantially comparable
state or local law. Identifying information includes, but is
not limited to, any of the following elements:

. Demographic data such as name, SSN, date of birth,
official state or government issued driver’s license or
identification number, alien registration number,
government passport number, or employer or taxpayer
identification number.

«  Unigquebiometric data, such asfingerprints, voiceprint,
retina or irisimage, or unique physical representation.

+  Unique electronic identification number, address, or
routing code.

«  Telecommunication identifying information or access
device[as defined in 18 U.S.C. 1029(e)].

[8682.402(e)(14)(i) and (ii)]
Processing the Discharge

If an individua returnsto the lender arequest for loan
discharge and all of the required documentation, the lender
must fileaclaim with the guarantor. If anindividual returns
to the guarantor aloan discharge request and al of the
required documentation, the guarantor will review the
documentation and determinetheindividua’sédligibility for
false certification loan discharge. The guarantor will notify
the lender that either the individual qualifies for the loan
discharge and the lender must file afalse certification loan
discharge claim, or the individual does not qualify for loan
discharge and the lender must resume applicable collection
activity.

[8682.402(e)(7)(i) and (ii); 8682.402(€)(12)(iii)]

If an individual submitsincomplete documentation, the
lender or guarantor must send theindividual an explanation
of why the documentation isincomplete. If theindividual’s
signatureis missing, the lender or guarantor must return the
request to the individual. The lender or guarantor must
document the loan history accordingly. In either situation,
the administrative forbearance period described previously
in this subsection must not exceed atotal of 60 days from
the date on which the loan discharge information was
originally sent to the individual.

If an individua fails to submit complete |oan discharge
documentation within 60 days of being notified of that
option, the lender must resume collection activity on the
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13.8.F Spouses and Parents of September 11, 2001, Victims

13.8.F
Spouses and Parents of September 11,
2001, Victims

The Third Higher Education Extension Act (THEEA) of
2006, providesfor loan dischargefor spouses and parents of

obligation of aparent incurred on behalf of an eligible
public servant, the procedures and documentation
requirements are the same as those for the parent of an
eligible victim.

[8682.407(b)(3)(i) and (ii); §682.407(b)(4)]

Applicable Definitions

eligible public servants and certain other eligible victims of

the September 11, 2001, terrorist attacks. The dischargeis

available to the spouses and parents of eligible public
servants and eligible victims who died or became
permanently and totally disabled due to physical injuries
suffered in the attacks. The discharge is authorized for
FFEL P loan amounts which were owed on September 11,
2001, and Consolidation loans incurred to pay off loan
amounts that were owed on September 11, 2001. The
statute does not authorize arefund of payments made by a

borrower prior to the date the loan is discharged.

[8682.407(b)]

To qualify for the discharge, the borrower or the borrower’s

representative must submit a Loan Discharge Application:

Spouses and Parents of September 11, 2001, Victims form

and all required documentation to the lender.
[8682.407(c)(2) and (4)(i1)]

Eligibility Requirements

A borrower’s obligation to make further payments on their

Solely in the context of the September 11, 2001, loan
discharge, the following definitions apply:

Eligible public servant means an individual who served as
apoliceofficer, firefighter, other rescue or saf ety personnel,
or as amember of the Armed Forces, and died or became
permanently and totally disabled due to physical injuries
suffered in the terrorist attacks on September 11, 2001.

[8682.407(a)(1)]

Eligible victim means an individual who died or became
permanently and totally disabled due to physical injuries
suffered in the terrorist attacks on September 11, 2001.

[8682.407(a)(2)]

Eligible parent means a borrower who owes a FFELP
PLUS loan incurred on behalf of an eligible public servant
or eligible victim or if the parent owes a FFELP
Consolidation loan that was used—in whole or in part—to
repay a FFELP or FDLP PLUS loan incurred on behalf of
an eligible public servant or eligible victim.

own loansis discharged if the borrower was, at the time of

[8682.407(3)(3)]

the terrorist attacks on September 11, 2001, and currently
is, the spouse of an eligible public servant, unless the
eligible public servant has died. If the éligible public
servant hasdied, the borrower must have been the spouse of

Died dueto injuries suffered in the terrorist attacks on
September 11, 2001, means the individual was present at
the World Trade Center in New York City, New York; at the

the eligible public servant at the time of theterrorist attacks

Pentagon in Virginig; or at the Shanksville, Pennsylvania

and until the date the eligible public servant died.
[8682.407(b)(1)]

A borrower’s obligation to make further payments towards

the portion of ajoint Consolidation |oan attributable to the

dligiblevictimisdischarged if the borrower was, at thetime

site at the time of or in the immediate aftermath of the
terrorist-related aircraft crashes on September 11, 2001,
and the individual died as adirect result of these crashes.

[8682.407(a)(4)]

Became permanently and totally disabled due to injuries

of the terrorist attacks, and currently is, the spouse of an

suffered in the terrorist attacks on September 11, 2001,

eligible victim, unlessthe eligible victim has died. If the

meanstheindividual was present at the World Trade Center

eligible victim has died, the borrower must have been the

in New York City, New York; at the Pentagon in Virginia;

spouse of the eligible victim at the time of the terrorist
attacks and until the date the eligible victim died.

[8682.407(b)(2)]

The obligation of a parent borrower and any endorser to

or at the Shanksville, Pennsylvania site at thetime of or in
theimmediate aftermath of the terrorist-related aircraft
crashes on September 11, 2001, and the individual became
permanently and totally disabled as a direct result of these
crashes.

make any further paymentson a PLUS loan incurred on

[8682.407(3)(5)]*

behalf of an eligible public servant or éligiblevictim is
discharged. The obligation of the parent borrower to make

any further payments towards the portion of a
Consolidation loan that repaid a FFELP or FDLP PLUS
loan incurred on behalf of an eligible public servant or
eligible victim is also discharged. In the case of an
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13.8.F Spouses and Parents of September 11, 2001, Victims

Anindividual is considered permanently and totally
disabled for this discharge if each of the following criteria

iS met:

The disahility isthe result of aphysical injury to the
individual that was treated by a medical professional
within 72 hours of the injury having been sustained or

within 72 hours of the individual's rescue.

Thephysical injury that caused the disability isverified

by contemporaneous medical records created by or at
thedirection of the medical professional who provided

the medical care.

Theindividual is unable to work and earn money due
to the disability and the disability is expected to
continue indefinitely or result in death.

If the physical injuries suffered due to the terrorist-related
aircraft crashes did not make the individual permanently
and totally disabled at the time of or in the immediate
aftermath of the attacks, the individual may be considered

to be permanently and totally disabled if the individual’s
medical condition has deteriorated to the extent that the
individual is permanently and totally disabled.

[8682.407(a)(5)

I mmediate aftermath for an eligible victim meansthe
period of time from the aircraft crashes until 12 hours after

the crashes. Immediate aftermath for an eligible public
servant means the period of time from the aircraft crashes
until 96 hours after the crashes.

[8682.407(a)(6)

Present at the World Trade Center in New York City, New
York; at the Pentagon in Virginia; or at the Shanksville,
Pennsylvania site means physically present at the time of
the terrorist-related aircraft crashes or in the immediate
aftermath at any one of the following sites:

In the buildings or portions of the buildings that were
destroyed as aresult of the terrorist-related aircraft
crashes.

In any area contiguous to the crash site that was
sufficiently close that there was a demonstrabl e risk of

physical harm resulting from the impact of the aircraft

or any subsequent fire, explosions, or building
collapses. Generdly, thisincludes the immediate area

inwhich theimpact occurred, fire occurred, portions of

buildings fell, or debrisfell upon and injured persons.

On board American Airlinesflights 11 or 77 or United

Airlinesflights 93 or 175 on September 11, 2001.
[8682.407(a)(7)

Discharge Documentation

A borrower or the borrower’s representative must provide
the lender with certain documentation in order for the
lender to process the loan discharge.

Documentation for death of an eligible public servant

Documentation that an eligible public servant died due to
physical injuries suffered in the terrorist attacks on
September 11, 2001, must include a certification from an
authorized official that theindividual was a member of the
Armed Forcesor employed asapolice officer, firefighter, or
other safety or rescue personnel, and was present at the
World Trade Center in New York City, New York; at the
Pentagon in Virginig; or at the Shanksville, Pennsylvania
site at the time of the terrorist-related aircraft crashesor in
the immediate aftermath of these crashes.

In addition, the borrower must provide either of the
following:

. Evidencethat theindividua isincluded on an official
list of the individuals who died in the terrorist attacks.

- |Iftheindividual isnotincluded on an official list of the
individuals who died in the terrorist attacks, the
borrower must provide all of the following
documentation:

— Anorigina or certified copy, or an accurate and
compl ete photocopy, of the original or certified
copy of theindividua’s death certificate. If the
individual owed a FFELP, FDLP, or Perkinsloan
at the time of the terrorist attacks, documentation

that the individual’s |oans were discharged by the

lender, the Secretary, or theinstitution dueto death

may be substituted for the death certificate.

— A certification from a physician or amedical
examiner that the individual died dueto injuries
suffered in the terrorist attacks.

[8682.407(d)(1)-(3)]

If the borrower isthe spouse or parent of an eligible public
servant and has been granted adischarge on another FFELP
loan, a FDLP loan, or a Perkins loan because the digible
public servant died dueto injuries suffered in the terrorist
attacks, documentation of the discharge may be used as an

alternative to the documentation required in the preceding

paragraph.
[§682.407(d)(6)]*
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13.8.F Spouses and Parents of September 11, 2001, Victims

Under exceptional circumstances and on a case-by-case

Documentation for a permanently and totally disabled

basis, the determination that an eligible public servant died

eligible public servant

duetoinjuries suffered in theterrorist attacks may be based

on other reliable documentation approved by the chief
executive officer of the guarantor.

[8682.407(d)(8)]

Documentation for death of an eligible victim

Documentation that an eligible victim died due to injuries

Documentation that an eligible public servant became
permanently and totally disabled due to physical injuries
suffered in the terrorist attacks on September 11, 2001,
must include all of the following:

- A certification from an authorized official that the
individual was a member of the Armed Forces or

suffered in the terrorist attacks on September 11, 2001,
must include the victim being named on an official list of
the individuals who died in the terrorist attacks.

If thedigiblevictimisnot included on an official list of the

individuals who died in the terrorist attacks, the borrower
must provide all of the following documentation:

An original or certified copy, or an accurate and
compl ete photocopy, of theoriginal or certified copy of

theindividual’ sdeath certificate. |f theindividual owed

aFFELP, FDLP, or Perkinsloan at the time of the
terrorist attacks, documentation that the individual’s
loans were discharged by the lender, the Secretary, or
the institution due to death may be substituted for the
death certificate.

A certification from aphysician or amedical examiner

that the individual died dueto injuries suffered in the
terrorist attacks.

A certification signed by the borrower that the eligible

victim was present at the World Trade Center in New
York City, New York; at the Pentagonin Virginia; or at

the Shanksville, Pennsylvania site at the time of the
terrorist-related aircraft crashes or in the immediate
aftermath of these crashes.

[8682.407(d)(4)-(5)]

Under exceptional circumstances and on a case-by-case
basis, the determination that an eligible victim died due to

injuries suffered in the terrorist attacks may be based on
other reliable documentation approved by the chief
executive officer of the guarantor.

[8682.407(d)(8)]

employed asapolice officer, firefighter, or other safety
or rescue personnel, and was present at the World
Trade Center in New York City, New York; at the
Pentagon in Virginia; or at the Shanksville,
Pennsylvania site at the time of the terrorist-related
aircraft crashes or in the immediate aftermath of these
crashes.

«  Copies of contemporaneous medical records created
by or at the direction of a medical professiona who
provided medical caretotheindividual within 72 hours
of theinjury having been sustained or within 24 hours
of the individual’s rescue.

[8682.407(a)(5)]

« A certification by aphysician that the individual
became permanently and totally disabled due to
physical injuries suffered in the terrorist attacks. The
physician must be a doctor of medicine or osteopathy
and legally authorized to practice in a state.

[8682.407(e)(1)]

If the borrower is the spouse or parent of an eligible public
servant and has been granted adischarge on another FFELP
loan, aFDLP loan, or a Perkins loan because the eligible
public servant became permanently and totally disabled due
to physical injuries suffered in the terrorist attacks,
documentation of the discharge may be used as an
alternative to the documentation required in the preceding

paragraph.
[8682.407(e)(3)]

Documentation for a permanently and totally disabled
eligible victim

Documentation that an eligible victim became permanently
and totally disabled due to physical injuries suffered in the
terrorist attacks must include all of the following:*

« A certification signed by the borrower that the eligible
victim was present at the World Trade Center in New
York City, New York; at the Pentagonin Virginig; or at
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13.8.F Spouses and Parents of September 11, 2001, Victims

the Shanksville, Pennsylvania site at the time of the

To establish that the disability of the eligible public servant

terrorist-related aircraft crashes or in theimmediate

or eligible victim is due to physical injuries suffered in the

aftermath of these crashes.

Copies of contemporaneous medical records created
by or at the direction of a medical professional who
provided medical careto theindividual within 72 hours

of theinjury having been sustained or within 24 hours

of the individual’s rescue.

[8682.407(a)(5)

A certification by a physician that the individual
became permanently and totally disabled due to
physical injuries suffered in the terrorist attacks. The
physician must be a doctor of medicine or osteopathy
and legally authorized to practice in a state.

[8682.407(e)(1)

If the borrower isthe spouse or parent of an eligible victim

and has been granted a discharge on another FFEL P loan,
or aFDLP loan because the eligible victim became totally

and permanently disabled due to physical injuries suffered

in theterrorist attacks, documentation of the discharge may

be used as an aternative to the documentation required in
the preceding paragraph.
[8682.407(e)(4)

Additional documentation

A lender or guarantor may require the borrower to submit
additional information that it deems necessary to determine

the borrower’s eligibility for adischarge.

[8682.407(f)(1)]

To establish that the éligible public servant or eligible
victim was present at the World Trade Center in New York

City, New York; at the Pentagon in Virginia; or at the
Shanksville, Pennsylvaniasite such additional information

may include but is not limited to any one of the following:

«  Records of employment.

Contemporaneous records of afederal, state, city, or
local government agency.

An affidavit or declaration of the éligible victim’'s or
eligible public servant’s employer.

A sworn statement (or an unsworn statement
complying with 28 U.S.C. 1746) regarding the
presence of the eligible public servant or digible
victim at the site.

[8682.407(f)(2)]

terrorist attacks, such additional information may include
but is not limited to any one of the following:

«  Contemporaneous medical records of hospitals,
clinics, physicians, or other licensed medical
personnel.

- Registries maintained by federal, state, or local
governments.

«  Records of al continuing medical treatment.

[8682.407(f)(3)

To establish the borrower’s relationship to the eligible
public servant or eligible victim, such additiona
information may include but isnot limited to any one of the

following:

- Copiesof relevant legal recordsincluding court orders,

letters of testamentary or similar documentation.

«  Copiesof wills, trusts, or other testamentary
documents.

- Copies of approved joint Consolidation loan
applications or approved FFELP or FDLP PLUS loan

applications.
[8682.407()(4)

Discharge Limitations

Each of thefollowing loansthat had an outstanding balance

owed on September 11, 2001, are eligible for discharge:

Federal SLS.
«  Federal Stafford.

Federal PLUS.

Federal Consolidation.

Federal Consolidation loans incurred to repay FFELP,

FDLP, and Perkins loan amounts that were owed on

September 11, 2001, are also eligible for discharge.
§682.407(g)(1)]*
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13.8.F Spouses and Parents of September 11, 2001, Victims

Eligibility for adischarge under the provisionsapplicableto

of September 11, 2001, Victims form and all required

the September 11, 2001, loan discharge does not qualify a

documentation.

borrower for arefund of any payments made on the
borrower’s loan prior to the date the loan was discharged.
[8682.407(9)(2)(i)]

A borrower may apply for apartial discharge of ajoint
Consolidation loan due to death or total and permanent
disahility as described in Subsection 13.8.C. If a borrower

[8682.407(c)(2)]

If the lender determines that the borrower does not qualify
for adischarge, or does not receive the required
documentation within 60 days of the notification that he or
she claimsto qualify for the discharge, the lender must
resume collection and shall be deemed to have exercised

is granted a partial discharge under those provisions, the

forbearance of payment of both principal and interest from

borrower may qualify for refund of payments made after

the date of the borrower’s notification. The lender may

the date the borrower died or was certified astotally and

capitalize any interest accrued and not paid during this

permanently disabled by aqualified physician.
8682.407(g)(2)(ii

A borrower may apply for adischarge of aPLUS loan due

period.
[8682.407(c)(3)]

Processing an Approved Discharge

to the death of the student for whom the borrower received

the PLUS loan under the provisions described in
Subsections 13.8.C and 13.8.G, respectively. If the
borrower isgranted a discharge under these provisions, the

borrower may qualify for arefund of paymentsin
accordance with those provisions.
[8682.407(9)(2)(ii)]

A determination by alender or a guarantor that an eligible

public servant or eligible victim became permanently and
totally disabled due to physical injuries suffered in the
terrorist attacks for purposes of this discharge does not
qualify the eligible public servant or the eligible victim for

adischarge based on total and permanent disability as
described under Subsection 13.8.G.

[8682.407(0)(3)]

The spouse of an eligible public servant or éigible victim
may not receive a September 11, 2001, loan dischargeif the

eligible public servant or éligiblevictim has been identified

asaparticipant or conspirator intheterrorist-related aircraft

crashes that occurred on September 11, 2001. Further, an
eligible parent may not receive a discharge on a FFELP
PLUS oan or aConsolidation |oan that was used to repay a

If alender determines that the borrower qualifiesfor a
discharge, the lender must file a discharge claim within
60 days of the date that the lender determines that the
borrower qualifiesfor adischarge.

[8682.407(c)(5)]

For a September 11, 2001, discharge claim, any failure by
the lender to satisfy due diligence requirements prior to the
filing of the claim that would have resulted in the loss of
reinsurance on the loan in the event of default are waived,
provided the loan was held by an eligible loan holder at all
times.

[8682.407(c)(12)]

Claim File Documentation

The lender must provide the guarantor with all of the
following claim documentation:

- Theapplication, if a separate |loan application was
provided to the lender.

«  The completed loan discharge form and all

FFELP or FDLP PLUS loan incurred on behalf of an
individual who has been identified as a participant or
conspirator in therelated aircraft crashes on September 11,

2001.
[8682.407(0)(4)]

Suspending Collections

When alender receives information from aborrower or the

borrower’s representative that the borrower claimsto
qualify for adischarge, the lender must suspend collection

activity on the borrower’s eligible loan(s). The lender must

advise the borrower, or the borrower’s representative, to
submit aLoan Discharge Application: Spouses and Parents

accompanying documentation supporting the
discharge request that formed the basis for the
determination that the borrower qualifiesfor a

discharge.
[§682.407(c)(4)]*

The guarantor will review adischarge claim promptly. If
the guarantor determinesthat the borrower does not qualify
for adischarge, the guarantor must return the claim to the
lender with an explanation of the basisfor the guarantor’s
denial of the claim. Upon receipt of the returned claim, the
lender must notify the borrower that the application for the
discharge has been denied, provide the basisfor the denial,
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13.8.G Total and Permanent Disability

and inform the borrower that the lender will resume
collection on the loan. The lender is considered to have
exercised forbearance until the next payment due date. The

lender may capitalize any interest accrued and not paid
during the forbearance period.

[8682.407(c)(7)

If the guarantor determinesthat the borrower qualifiesfor a

discharge, the guarantor will pay the claim no later than
90 days after the claim was received by the guarantor.

[8682.407(c)(8)

Denying the Discharge

If the lender determines that the borrower does not qualify

for adischarge, or thelender doesnot receive the completed

discharge reguest form from the borrower within 60 days of

the borrower or borrower’s representative notifying the
lender that the borrower claimsto qualify for a discharge,
the lender shall resume collection and shall be deemed to
have exercised forbearance of payment of both principal
and interest from the date the lender was notified.

The lender must notify the borrower that the discharge has

been denied, providethe basisfor thedenial, and inform the

borrower that the lender will resume collection on the loan.

Thelender may capitalize any interest accrued and not paid

during this period.
[8682.407(c)(3)

Claim Payment

The claim payment amount includes the sum of the
remaining principal balance and interest accrued on the
loan, unpaid collection costs incurred by the lender and
applied to the borrower’s account within 30 days of the date

those costswere actually incurred, and unpaid interest up to

the date the lender should have filed the claim.

In the case of a partial discharge of a Consolidation loan,
the claim payment includes the amount specified in the
preceding paragraph for the portion of the Consolidation
loan attributable to the eligible victim or eligible public
servant.

[8682.407(c)(9)

The amount payable on an approved claim includes the
unpaid interest that accrues during each of the following

periods:

«  During the period before the claim isfiled, not to
exceed 60 days from the date the lender determines
that the borrower qualifies for a discharge.

«  During aperiod not to exceed 30 days following the
date the lender receives a claim returned by the
guarantor for additional documentation necessary for
the claim to be approved by the guarantor.

«  During the period reguired by the guarantor to approve
the claim and to authorize payment or to return the
claimtothelender for additional documentation, not to

exceed 90 days.
[8682.407(c)(10)]

Notifying the Borrower and Any Endorser

After being notified that the guarantor has paid adischarge
claim, the lender must notify the borrower that the loan has
been discharged, or partialy discharged in the case of a
Consolidation loan. Except in the case of a partialy
discharged Consolidation |oan, thelender must returnto the
sender any payments received by the lender after the date
the guarantor paid the discharge claim and notify the
borrower and any endorser that thereis no further
obligation to repay the loan(s).

[§682.407(c)(11)]*

13.8.G
Total and Permanent Disability

If any party to aloan claimsto be totally and permanently
disabled, the lender must request that party to provide
certification of the disability from a physicianwhoisa
doctor of medicine or osteopathy and is legally authorized
to practicein a state. An eligible party includes any one of
the following:”

« A borrower.

. One of two comakerson a PLUS or Consolidation
loan.

« Anendorser, if the lender is pursuing collection
activities against the endorser.
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13.8.G Total and Permanent Disability

TFhelendermayrequest thattThe borrower’s, comaker’s, or
endorser’s representative may provide the physician’'s
certification if the borrower, comaker, or endorser isunable
to do so. The borrower, comaker, or endorser, or hisor her
representative, must submit a completed Loan Discharge
Application: Total and Permanent Disability or other
form(s) approved by the Department. The physician’s
certification must irelude the-date state that the borrower,
comaker, or endorser became-is unable to work and earn
money because of an injury or illnessthat is expected to
continue indefinitely or result in death. The borrower must

submit the certification to the lender within 90 days of the
date that the physician completed and certified the
discharge application. If the lender receives the discharge
application after this 90-day time frame, the borrower must

have the physician complete a new application and the
borrower must submit the application to the lender within
90 daysof the physician’scertification of the new discharge

application.
[8682.402(c)(2)]

Suspending Collection

If alender receives reliable-information indicating that a
borrower or one of two comakerson aPLUS or
Consolidation loan has become totally and permanently
disabled, the lender may-apply-an-administrative-

ferbearance-thelender-must continue collection activities
until it receives the physician’s certification—or until it
receives a written request from the physician requesting
additional time to determine whether the borrower or
comaker istotally and permanently disabled. If the lender
receivesreliableinformation indicating that an endorser has
become totally and permanently disabled, the lender may
not apply an administrative forbearance to the PLUS loan-

pendingreceipt-of-the required-forms.
[8682-211F)(10):-§682.402(c)(35)(1)]*

If the lender receives awritten request from the borrower’s
or comaker’s physician requesting additional time to make
adetermination, thelender must suspend collection activity
on the loan for up to 60 days or until the certification is
received, whichever is earlier. If the lender determines that
the borrower or comaker does not meet the definition of
totally and permanently disabled, or if the lender does not
receive the physician’s certification of total and permanent
disability within 60 days of the receipt of the physician’s
written request for additional time, the lender must resume
collection activity and treat the loan as though forbearance
had been granted during this period. A signed forbearance

L Policy 1040 (Batch 150), approved April 17, 2008

agreement is not required for this administrative
forbearance period. The delinquency status, if any, that
existed on the loan before the lender suspended its due
diligence remains. The lender must resume due diligence
immediately at the level of delinquency at which it was
suspended. For more information on the use of
administrative forbearance in conjunction with thelender’s
receipt of aphysician’swritten request for additional time,
see subsection 11.21.Q.

[8682.402(c)(5)]

For a comade Consolidation loan on which one comaker’'s
loan discharge application will not result in the discharge of
the entire loan balance, the lender must continue to service
the portion of theloan that isnot eligiblefor loan discharge.
The lender must ensure that when the comaker who is
claiming to be totally and permanently disabled resumes
repayment on the remaining balance of the loan, the loan
itself has not become delinquent or more delinquent during
the conditional discharge period. The lender may apply an
administrative forbearance to the entire Consolidation loan
for the conditional discharge period, after first exploring
with the non-disabled comaker any other available options,
such as alternative repayment agreements, deferment,
discretionary forbearance, or reduced-payment
forbearance.

For acomade PL USIoan on which one comaker isapplying
for loan discharge, the lender must continue to collect on
the full balance of the loan from the non-disabled comaker.
The lender must ensure that the loan status does not
deteriorate during the conditional discharge period, and
should work with the non-disabled comaker to discuss
deferment options or to negotiate forbearance terms. The
lender may apply an administrative forbearance to the
entire loan balance if the non-disabled comaker is not
eligible for other repayment options or does not choose to
defer or forbear the loan. The administrative forbearance
may be applied only for the time period that the
nondisabled comaker is solely responsible for the loan’s
repayment and may not begin earlier than the date the loan
holder receives the disabled comaker’s loan discharge
application, or the notification from the guarantor that a
loan discharge application was submitted to the guarantor,
whichever is earlier. The administrative forbearance may
not end later than the date the lender receives notification of
the final discharge determi nation.”

For aPLUSIoan on which the endorser isapplying for loan
discharge, the lender may not collect from the endorser but
must continue to collect the entire loan amount from the
borrower.

2 Policy 995 (Batch 146), approved January 17, 2008
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13.8.G Total and Permanent Disability

General Requirements for Total and Permanent Disability
Loan Discharge

If adoctor of medicine or osteopathy, legally authorized to
practice in a state, certifies that the borrower, the comaker,
or the endorser on aPLUS loan is totally and permanently
disabled, the borrower’s, comaker’s or endorser’s
obligation to repay all or aportion of the loan may be
discharged. If a comaker on ajoint Consolidation loan is
determined to be totally and permanently disabled, the
disabled comaker’s underlying loans are discharged but the
disabled comaker and the non-disabled comaker both
remain jointly and severaly liable for repayment of the
balance of the loan. For a comade PLUS loan, if one
comaker is determined to be totally and permanently
disabled, that comaker’s obligation on theloan is
discharged and the non-disabled comaker assumes
responsibility for repayment of the entire loan balance. If
thelender has begun collection activitieswith respect to the
endorser’sobligation onaPLUSIloan, and if theendorser is
determined to be totally and permanently disabled, the
endorser’s obligation on the loan is discharged and the
primary borrower assumes sole responsibility for
repayment of the entire loan balance.

[8682.402(a)(2) and (3)]

For these purposes, a borrower, comaker, or endorser is
considered totally and permanently disabled if he or sheis
unable to work and earn money because of an injury or

illness that is expected to continuei ndeflnltely or result in

[§682.200(b)4024SHA) i)

If a borrower, comaker, or endorser receives anew loan
under the Perkins, FFELP, or Direct Loan Program (with
the exception of a Consolidation loan that does not include
any loans that are in a conditional discharge status) within
3yearsof the date the physician completed and certified the

discharge application stating that he or she becameis

unable to work and earn money, the borrower, comaker, or
endorser is not eligible for discharge on the loan on which
he or sheisasignatory or any loan made prior to that date.
If aFFEL Ploan was certified prior to the date the physician

certified the discharge application, any proceeds of theloan

that will be or are disbursed after the date of the physician’s

certification must be canceled, or if the disbursement is
made, must be returned to the holder within 120 days of the

disbursement date(s) for the borrower to preservehisor her

discharge eligibility. The Fhis-3-year period, i.e., the

conditional di scharge period, begins on the date the-

earwmeney—aseemiled—bythe physu cian comgl etes and

certifies the discharge application. The lender must review
its records for any new loan(s) or disbursements of prior
loans made to the borrower, comaker, or endorser en-or-
after the date the physician certified the discharge
application stating that he or she became-istotally and
permanently disabled. If the lender’s records indicate (or
the lender is otherwise aware) that a new loan(s) was made
during the 3-year conditional discharge period, the lender
must deny the discharge and inform the borrower, comaker,
or endorser. If any FFEL P loan was certified prior to the
date the physician certified the discharge application, any
proceeds of the loan that are disbursed after the date of the
physician’s certification must be returned to the holder
within 120 days of disbursement or the lender must deny
the discharge and inform the borrower, comaker, or

endorser. For information regarding aborrower’seligibility
for anew loan(s) after the conditional period, see Section
5.4.

[8682.402(c)(24)(ii)(B) & (C); 8682.402(c)(5)(vi)(B)]

Discharge When Guarantee Is Lost

If there have been servicing errors on the loan such that the
loan has lost its guarantee, and those violations were not
cured before the date the lender determined that the
borrower was totally and permanently disabled, the lender
must discharge the loan—even though the balance will not
be reimbursed by the guarantor.

[8682, Appendix D, I.E.2]
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13.8.G Total and Permanent Disability

Conditional Discharge Due to Total and Permanent Disability

Total and permanent disability loan discharge
determinations made by the lender on or after July 1, 2002,
and subsequently paid as a claim by the guarantor, may be
permanently assigned to the Department. The Department
then determines if the certification and information
provided by the borrower, comaker, or endorser support the
conclusion that he or she meets the criteriafor atotal and
permanent disability loan discharge. If the Department
determines that the certification and information provided
by the borrower, comaker, or endorser do not support the
conclusion that he or she meetsthe criteriafor atotal and
permanent disability loan discharge, the Department
notifies the borrower, comaker, or endorser that the
application for atotal and permanent disability loan
discharge has been denied and that the loan is due and
payable under the terms of the promissory note.

If the Department makes an initial determination that the
borrower, comaker, or endorser is totally and permanently
disabled, the Department sendsnotification to the borrower,
comaker, or endorser that the |oan—or the comaker’s or
endorser’s obligation on the loan—isin a conditionally
discharged status and that the conditional discharge period
will last for up to 3 years after the date the physician
completed and certified the discharge applicationthat-he-or

Department'sinitial-determination;-and-identifies the
following conditions that apply during the 3-year

conditional discharge period:

The disabled borrower, comaker, or endorser is not
required to make any payments on the loan.

«  Thedisabled borrower, comaker, or endorser is not
considered delinquent or in default on the loan, unless
he or she was delinquent or in default at the time the
conditional discharge was granted.

«  Thedisabled borrower, comaker, or endorser must
promptly notify the Department of any changesin
address or phone number.

+  Thedisabled borrower, comaker, or endorser must
notify the Department if his or her annual earnings
from employment exceed 100 percent of the poverty
line for afamily of two.

«  Thedisabled borrower, comaker, or endorser must
provide the Department, upon request, with additional
documentation or information related to his or her

eligibility for atotal and permanent disability loan
discharge.
[8682.402(c)(14)]

+  Thedisabled borrower, comaker, or endorser must
provide the Department, upon request, with additional
medical evidenceif the Department determinesthat the
borrower’s, comaker's, or endorser’s application does
not conclusively prove that the borrower, comaker, or
endorser is disabled. As part of thisreview or at any
time through the end of the conditional discharge
period, the Department may arrange for an additional
review of the borrower’s, comaker’s, or endorser’s
condition by anindependent physician at no expenseto

the applicant.
[8682.402(c)(4)(V)]

«  Thedisabled borrower, comaker, or endorser must not
receive anew loan under the Perkins, FFEL, or Direct
Loan Programs, except for a FFELP or Direct
Consolidation loan that does not include any loansthat
arein aconditional discharge status.
[8682.402(c)(1)(ii)(B)]

- |f any FFEL P loan was certified prior to the date the
physician certified the discharge application, any
proceeds of the loan that are disbursed after the date of
the physician’s certification must be returned to the
holder within 120 days of the disbursement date(s) to
preserve the borrower’s discharge eligibility.

§682.402(c)(4)()(C)]*

The Department also notifies the disabled borrower,
comaker, or endorser, for those loans assigned to the
Department, that if at any time during the 3-year
conditional discharge period he or she does not continue to
meet the eligibility requirements for atotal and permanent
disability discharge, the Department or the loan holder, as
applicable, will resume collection activity on the loan but
will not require the borrower to pay any interest that
accrued on the loan from the date of the initial
determination of total and permanent disability through the
end of the conditional discharge period.

[8682.402(c)(16)]

NSLDS Reporting during the Conditional Period for Comade
Loans

In caseswhere acomaker of ajoint Consolidation or PLUS
loan has applied for atotal and permanent disability loan

discharge, the lender must ensure accurate reporting to the
guarantor for NSLDS purposes. The lender must report the
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13.8.G Total and Permanent Disability

correct status of the non-dischargeable portion to the
guarantor for subsequent reporting to the NSLDS in a
timely manner. The NSLDS currently reports joint
Consolidation loans and comade PLUS loans under one
primary borrower only. However, to ensure proper
reporting during the conditional discharge period, the
lender should report the non-dischargeable portion under
the non-disabled borrower’s name and Social Security
number (SSN) to the guarantor. If the borrower on record
with the guarantor and the NSL DSisthe disabled borrower,
the guarantor’s records and the NSLDS must be updated to
reflect the non-disabled borrower asthe borrower of record.
If the discharge is denied, the lender may resume reporting
the full balance of the loan under the borrower currently
being reported. If afinal discharge is granted, the lender
continues to report the non-discharged portion of the
Consolidation loan under the non-disabled borrower’s
name and SSN.

Total and Permanent Disability Loan Discharge Payment

Federa regulations require a guarantor to determine if the
borrower, comaker, or endorser meetstheeligibility criteria
for atotal and permanent disability (TPD) discharge. If the
guarantor determines that the borrower, comaker, or
endorser meets the criteria, the guarantor will take the
following action, as appropriate:

«  For aloan made solely to the borrower, or aPLUS|oan
with an endorser where the borrower is the party
applying for the loan discharge, the guarantor will pay
thelender the remaining balance on theloan and assign
the loan to the Department.

«  For acomade (spousal) Consolidation loan, the
guarantor will pay the lender the amount that
represents the disabled comaker’s portion of the
Consolidation loan. The guarantor will forward the
disability documentation to the Department for
determination of the final discharge eligibility.

«  Foracomade PLUS loan or aPLUS loan with an
endorser where the endorser is the party applying for
the loan discharge, the guarantor will forward the
documentation to the Department for a determination
of final discharge eigibility. The guarantor will not
remit a claim payment to the lender.

Timely Filing Deadline for Total and Permanent Disability
Claims

A lender must file a disability claim within 60 days of
receiving a compl ete loan discharge application or other
form(s) approved by the Department. If adisability claimis

not filed by the 60th day, the guarantor will still purchase
the claim—unless prior servicing violationswere not cured
appropriately. However, the claim will be subject to an
interest penalty, and the lender will be required to repay all
interest benefits and special allowance payments for
amounts received or otherwise payabl e after the expiration
of the 60-day deadline.

[8682.402(9)(2)(1)]

Some guarantors have additional or alternative
requirements. These requirements are noted in appendix C.

Notification Requirements after Claim Filing or Filing of a
Partial Discharge Request

After alender receives payment of atotal and permanent
disability claim, the lender must notify the borrower that
the loan will be assigned to the Department for
determination of discharge eligibility and no payments are

due on the loan. The notification must also inform the
borrower that, to remain digible for final discharge, he or
she cannot earn income from employment exceeding the
poverty line for afamily of two, receive any new Title IV
loans (with the exception of aFFELP or Direct
Consolidation loan that does not include loansto be
discharged), and must ensure the full amount of any

Title 1V loan made on or after the date the physician
completed and certified the discharge application is
returned to the holder within 120 days of the disbursement

date.
[§682.402(c)(5)(vi)]*

After the lender receives payment of atotal and permanent
disability claim for aloan made solely to asingle borrower
or for aportion of a Consolidation loan attributable to a
comaker, the lender must notify the borrower or comaker
that the loan or aportion of the loan will be assigned to the
Department for determination of eligibility for atotal and
permanent disability loan discharge. After the lender
receives notification from the guarantor that the loan
discharge application has been forwarded to the
Department for a determination of total and permanent
discharge eligibility, the lender must notify the PLUS loan
borrower that the comaker’s or endorser’s discharge
application has been forwarded to the Department.
[8682.402(c)(8)]

If the guarantor determines that the borrower, comaker, or
endorser is not eligible for loan discharge, the guarantor
will notify the lender with an explanation of the reason for
the denial. The lender must notify the borrower, comaker,
or endorser that the application for a disability discharge
has been denied, provide the basis for the denial, and
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13.8.H Unpaid Refund

inform the borrower, comaker, or endorser that the lender
will resume collection activities on the loan.
[8682.402(c)(7)]

Resuming Loan Servicing on Comade or Endorsed Loans

If the Department grants afinal discharge to acomaker for
aportion of a Consolidation loan, the lender must resume
collection activities on the remaining loan balance,
collecting that balance from both the disabled and non-
disabled spouses. If the Department denies the final 1oan
discharge, the lender must refund to the guarantor the
amount of the discharge payment previously received and
return the loan to repayment with the corrected loan
balance. No interest accrues on the disabled comaker’s
portion of the loan during the conditional discharge period.

If the Department grants afinal dischargeto acomaker of a
PLUSIoan, thereisno reduction of theloan’s principal and
the lender must resume loan collection activities on the full
loan amount. The disabled comaker’s obligation ontheloan
is discharged and the lender may bill only the non-disabled
comaker. If the Department denies the final discharge, the
lender must resume collection activities with both
comakers.

If the Department grants afinal discharge for aPLUS loan
endorser, the endorser’s obligation on theloanisdischarged
and the primary borrower assumes sole responsibility for
repayment of the entire loan balance. If the Department
denies the final discharge, the lender may resume billing
both the borrower and endorser, as appropriate.

Treatment of Payments
If the lender receives a payment from or on behalf of the

borrower after atotal-and-permanent-disability-claim-has
beenfiledthe date the physician completed and certified the

discharge application but before the lender receives the
claim payment, the lender must hold the berrower's-
payment. After the lender receives the claim payment, the
lender must forward the berrewerpayment to the guarantor.
[8682.402(c)(95)(viii)]

If the borrower satisfies the criteriafor atotal and
permanent disability loan discharge during and at theend of

the conditional discharge period, the balance of theloanis

discharged at the end of the conditional discharge period
and any payments received after the date that the physician

completed and certified the borrower’s loan discharge
application are returned by the Department to the person
who made the payments on the loan.
[8682.402(c)(4)(iii)]*

L Policy 1040 (Batch 150), approved April 17, 2008

13.8.H
Unpaid Refund

The Higher Education Act providesrelief for borrowers
who are entitled to, but did not receive, refunds from their
respective schools. Borrowers who meet the criteria
outlined in this subsection may be eligible to have aloan
discharged, in full or in part.

To qualify for an unpaid refund loan discharge, a borrower
must complete, certify, and submit to his or her lender or
guarantor aLoan Discharge Application: Unpaid Refund
which includes a sworn statement (notarization is not
reguired), made under penalty of perjury, that declaresthe
following:

«  That the borrower (or the student for whom a parent
obtained a PLUS loan) received any part of the
proceeds of the FFELP loan on or after January 1,
1986, to attend school .

[8682.402(1)(4)(1)(A)]

+  That the borrower (or the student), within atime frame
that entitled the borrower to arefund, withdrew from,
was terminated from, or did not attend the school.
[8682.402(1)(4)()(B)]

«  That the borrower (or the student) did not receive the
benefit of arefund to which the borrower was entitled
either from the school or from athird party, such asa
holder of a performance bond or atuition recovery
program.

[8682.402(1)(4)(iI)(C)]

«  Whether the borrower has any other discharge
application pending for thisloan, in full or in part.
[8682.402(1)(4)(ii)]

«  That the borrower agrees to provide, upon request by
the Department or the Department’s designee other
documentation reasonably available to the borrower
demonstrating that the borrower meets the
qualifications for an unpaid refund discharge.
[8682.402(1)(4)(iii)(A)]

«  That the borrower agrees to cooperate with the
Department or the Department’s designeein
enforcement actions and to transfer to the Department
any right to recovery against a third party.
[8682.402(1)(4)(iii)(B)]

«  That the information provided on the discharge
application is true and accurate.
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13.8.H Unpaid Refund

Timely Filing Deadlines for Claims and Discharges* Figure 13-4

Default Claim (Subsection 13.6.A)

Loans with monthly installments:
< Onor after the 271st day of delinquency but no later than the 360th day of delinquency.

Loans with installments less frequent than monthly:
e Onor after the 331st day of delinquency but no later than the 420th day of delinquency.

Ineligible Borrower Claim (Subsection 13.6.B)
On or after the 31st day and no later than the 120th day after the date on which the final demand letter is mailed to the borrower.
Bankruptcy Discharge (Subsection 13.8.A)

e For filing a bankruptcy claim and proof of claim, the earlier of:

Within 30 days after the lender’s receipt of Notice of the First Meeting of Creditors, or other confirmation issued by the
debtor’s attorney or the bankruptcy court.

Within 30 days after receiving the guarantor’s instruction to file a bankruptcy claim.

« Inresponse to a borrower’s filing of an undue hardship petition (adversary complaint), the earlier of:
Within 15 days of receiving the petition.
Within 15 days of the date on which the guarantor instructs the lender to file a bankruptcy claim.

< Inresponse to the lender’s receipt of an extension from the bankruptcy court regarding the undue hardship petition (adversary
complaint), the later of:
— 25 days before the expiration of any extension received.
—  Within 15 days of the date that the guarantor instructs the lender to file a bankruptcy claim.

< If a borrower defaults and then files a bankruptcy petition, the earlier of:
—  Within 90 days of receiving notification of the bankruptcy’s conclusion or reversal.
—  The 360th day of delinquency.

Closed School or False Certification Discharge (Subsections 13.8.B and 13.8.D)

< Within 60 days of receiving a completed request from the borrower, or
< |f the guarantor receives a request directly from the borrower, within 60 days of the guarantor’s instruction to file a claim.

Death Discharge (Subsection 13.8.C)

Within 60 days of receiving an original or certified copy, or an accurate and complete photocopy of the original or certified copy, of
the death certificate. Within 60 days of redetermining that a lender had a photocopy of a death certificate in the borrower’s file for
an account that was never submitted as a death claim or was denied as a death claim because at the time, copies were not
acceptable proof of the borrower’s death.*

Spouses and Parents of September 11, 2001, Victims (Subsection 13.8.F)

Within 60 days of the lender’s determination that the borrower qualifies for discharge.

Total and Permanent Disability Discharge (Subsection 13.8.G)
Within 60 days of receiving a complete loan discharge application or other form(s) approved by the Department.
Unpaid Refund Discharge (Subsection 13.8.H)

Once the lender determines that the borrower’s discharge request is complete, it must send the completed request and other
required information to the guarantor.

* Policy 996 (Batch 149), approved April 17, 2008
T Policy 1024 (Batch 149), approved April 17, 2008
* See each referenced subsection for the comprehensive requirements applicable to each type of claim or discharge.
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14.1.D Violations Due to Gaps in Due Diligence

14.1.D
Violations Due to Gaps in Due Diligence

Intervals between collection activities are called gaps.
Permitting too long of a period between collection
activities—thus, too long of a“ gap”—creates aviolation
for which the lender may incur penalties, which may
include the loss of the loan’s guarantee.

Due diligence gaps may occur beginning the day after one
of the following dates:

The payment due date of the loan, unless the
borrower’s address is unknown.
[8682.411())(1)()]

The date the last payment was received on aloan that
remains delinquent.
[8682.411(j)(1)(ii)]

The date the lender receives anew valid address for a
delinquent borrower.
[8682.411(j)(1)(iii)]

Due diligence gaps end on the earliest of:

The day on which the lender receives the first
subsequent payment on behalf of the borrower.
[8682.411(j)(2)(i)]

The day the lender receives a completed request for a
deferment or forbearance.
[8682.411(j)(2)()]

Theday onwhich thelender beginsthefirst subsequent
collection activity, including skip tracing activities to
obtain avalid address or telephone number for the
borrower.

[8682.411(j)(2)(ii)]

The day on which the lender receives written
communication from the borrower relating to the
borrower’s account.

[8682.411(j)(2)(iii)]

The date the loan defaults.
[8682.411(j)(2)(iv)]

The date the lender receives a new valid telephone
number for a delinquent borrower.
[DCL 96-L-186/96-G-287, Q& A #58]

The date the last collection activity, including skip
tracing efforts, was performed.
[8682.411(j))(1)(iv)]

The date on which the lender received notice of a
dishonored check that had been submitted as payment
on the borrower’s account.

[8682.411(j)(1)(V)]

The ending date of an authorized deferment or
forbearance period on a delinquent loan.
[8682.411(j)(1)(vi)]

The date the lender determined that it no longer had a
valid address.
[8682.411(j)(1)(vii)]

A gap of 46 days or more (61 days or more in the case of a

transfer) between collection activities will result in the

cancellation of the guarantee on the loan. The cancellation

is effective from the date of the earliest unexcused
violation.
[8682, Appendix D, 1.C.2.d.]

14.2
Timely Claim Filing Violations

Lenders are required to file claims within prescribed time

frames, based on type of claim being filed. A lender will
incur atimely filing violation if it fails to submit:

A default claim by the 360th day of delinquency.
[8682.406(a)(5)]

A desath claim within 60 days after receiving the
borrower’s or student’s death certificate or other
documentation supporting the discharge request that
formed the basis for the determination of death.
[8682.402(9)(2)(7)]

Spouses and parents of September 11, 2001, victims

discharge claim within 60 days of determining the

borrower qualifiesfor the diszr:harge.l

! Policy 1024 (Batch 149), approved April 17, 2008
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14.3.C Determining the Date of the Earliest Unexcused Violation

lender must discharge theloan even though theloan balance
will not be reimbursed by the guarantor.
[8682, Appendix D, I.E.2]

Ineligible Borrower Claims

For ineligible borrower claims, due diligence is monitored
from the date the lender receives notification that a
borrower isineligible (see subsection 12.4.F). Therefore,
no penalties will be assessed for any due diligence
violations preceding notification of ineligibility.

See subsection 14.4.A for information on timely filing
violations.

Spouses and Parents of September 11, 2001, Victims Claims

For a spouses and parents of September 11, 2001, victims
claim, any failure by the lender to satisfy due diligence
reguirements prior to thefiling of the claim that would have

resulted in the loss of reinsurance on the loan in the event
of default are waived, provided the loan was held by an
eligible loan holder at all times."

Total and Permanent Disability Claims

For atotal and permanent disability claim, due diligence
activities required before the date the lender determined
that the borrower became totally and permanently disabled
arereviewed and penaltiesassessed according to subsection
14.3.A. If there are violations sufficient to result in the loss
of the loan’s guarantee and the guarantee is not reinstated
before the date the lender determined that the borrower
became totally and permanently disabled, the lender must
discharge the loan even though the loan balance will not be
reimbursed by the guarantor.

[8682, Appendix D, |.E.2]

14.3.C
Determining the Date of the Earliest
Unexcused Violation

If the guarantee on aloan is canceled because of adue
diligence violation, the cancellation date will be the date of
the earliest unexcused violation. The date of the earliest
unexcused violation is:

«  The46th day after the last collection activity in cases
where alender permitsagap in collection activities of
46 or more days.
[DCL 96-L-186/96-G-287, Q& A #68]

L Policy 1024 (Batch 149), approved April 17, 2008

«  The271st day of delinquency if there exist three or
more due diligence violations of 6 days or more.
[DCL 96-L-186/96-G-287, Q& A #68]

«  The4é6th day after the latest date on which thefirst due
date could have been established in cases where a
lender failed to establish atimely first payment due
date (see section 10.5 for information on establishing
first payment due dates).

[DCL 96-L-186/96-G-287, Q& A #68]

The day after the latest date on which the claim could
havebeenfiledif thelender doesnot fileaclaimwithin
the prescribed time frames.

[DCL 96-L-186/96-G-287, Q& A #68]

Once the guarantee is lost, the lender must refund to the
Department interest benefits and special alowance
payments received on the loan since the date of the earliest
unexcused violation. In other words, thelender must refund
those interest benefits and special allowance payments
received since the end of the delinquency period during
which the lender first failed to perform timely arequired
collection activity.

[8682, Appendix D]

14.4
Penalties for Timely Claim Filing Violations

Timely claim filing isimportant in facilitating the
collection of defaulted FFEL P loans and the orderly
disposition of other claims. Accurate and timely records on
aborrower’s repayment history can impact a borrower’s
eligibility for future federal student aid, licenses, income
tax refunds, and other significant benefits. Therefore, in
order to protect borrowers as well as the federal fiscal
interest and overall program integrity, lenders can be
assessed penalties up to and including loss of the guarantee
on aloan for failing to submit claim records on time.

14.4.A
Original Filing Deadline

Bankruptcy Claims

Failure to submit a bankruptcy claim by the end of the
applicable 30-day, 15-day, or 25-day filing deadline will
result in permanent cancellation of the guarantee on the
loan—unless the lender can demonstrate that (a) the
bankruptcy action has concluded and the loan was not
discharged, or (b) the bankruptcy action in which the loan
was previously discharged has been reversed or dismissed.
In either case, the lender need not cure the violation. The
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14.4.B Refile Deadline

the date it determined that the borrower became disabled,
the guarantee on the loan cannot be reinstated. The lender
also must not attempt to collect on the loan.
[8682.402(h)(3)]

14.4.B
Refile Deadline

Bankruptcy Claims

Failureto refile abankruptcy claim by the 30th day after the
lender’s receipt of the original return described in
subsection 13.2.A will result in loss of eligibility for
interest, interest benefits, and specia allowance payments
beyond such 30th day, provided the late refiling has not
resulted in the guarantor missing any court-established
deadlines for bankruptcy activity. If the late refiling has
resulted in the guarantor missing any court-established
deadlines for bankruptcy, the result will be permanent
cancellation of the guarantee on theloan—unlessthe lender
can demonstrate (a) that the bankruptcy action has
concluded and the loan was not discharged or (b) that the
bankruptcy action in which the loan was previously
discharged has been reversed or dismissed. In either case,
the lender need not cure the violation; however, the loan is
not eligiblefor interest or special allowance from thetimely
refiling deadline through the date the bankruptcy action was
discharged, dismissed, or reversed. The lender must return
the loan to the status that would have existed had the
bankruptcy action not occurred and resume servicing the
loan. If the loan is returned to repayment status, the lender
should grant an administrative forbearance on the loan to
resolve any delinquency that exists at the time the loan
reenters repayment.

[8682.302(d)(1)(vii); 8682, Appendix D, 1.E.2]

Closed School, Death, False Certification, Ineligible
Borrower, Spouses and Parents of September 11, 2001,

Victims, and Total and Permanent Disability Claims

Failure to refile a closed school, death, false certification,
ineligible borrower, spouses and parents of September 11,
2001, victims, or total and permanent disability claim by
the 30th day after the lender’s receipt of the original return
will result inlossof eligibility for interest, interest benefits,

L Policy 1005 (Batch 147), approved February 21, 2008

and special allowance payments beyond such 30th day. If
the lender does not refile the claim by the 60th day, the
guarantor will pay the claim, but the lender’s eligibility for
interest subsidy and special alowance will end as of the
30th day after the lender’s receipt of the original return.
[§682.302(d)(1)(vii)]?

A second or subsequent return by the guarantor for the
same reason, will result in loss of eligibility for interest,
interest benefits, and special alowance payments beyond
the 30th day after the lender’s receipt of the original return.

EXAMPLE

The lender receives a claim returned by the guarantor
for amissing promissory note. The lender refilesthe
claim to the guarantor 15 days after its receipt of the
returned claim, but fails to include the missing
promissory note. The guarantor returnsthe sameclaim
a second time for the missing promissory note. The
lender refiles the claim to the guarantor 20 days after
itsreceipt of thereturned claim, thistimeincluding the
requested promissory note. In this case, the lender has
incurred lossof eligibility for interest, interest benefits,
and special allowance payments beyond the 30th day
after the lender’s receipt of the original return.

A second or subsequent return by the guarantor for a
different reason will result in no loss of eligibility for
interest, interest benefits, and specia allowance payments
provided the lender refiles the claim on or before the 30th
day after the lender’s receipt of such second or subsequent
return.

EXAMPLE

The lender receives a claim returned by the guarantor
for documentation to support the borrower’s total and
permanent disability. The lender refiles the claim with
the supporting documentation to the guarantor 15 days
after its receipt of the returned claim. The guarantor
returns the same claim a second time for amissing
promissory note. The lender refiles the claim with the
reguested promissory note to the guarantor 20 days
after its receipt of the returned claim. No loss of
eligibility for interest, interest benefits, and special
alowance paymentsisincurred for timely
resubmission of the first and second returns.

Default Claims

Therefiling of a default claim on the 31st through the 60th
day inclusive after thelender’sreceipt of the original return
will resultinloss of eligibility for interest, interest benefits,
and special allowance payments beyond the 30th day after

2 Policy 1024 (Batch 149), approved April 17, 2008
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15.2 Borrower Eligibility and Underlying Loan Holder Requirements

« A borrower must certify that he or she does not owe a
refund on a Pell, SEOG, or LEAP grant and that all
loans being consolidated were used to finance the
education of the borrower or the borrower’s child.

« A borrower may request consolidation from any
participating consolidation lender, regardless of
whether the consolidating lender is a holder of any of
the borrower’s loans.

[HEA 428C(b)(1)(A); §682.102(d)]

« A guarantor will guarantee a Consolidation loan only
if the borrower has one or more active loans currently
held or guaranteed by that guarantor, except as
otherwise agreed on a case-hy-case basis by the lender
and guarantor. The borrower may choose not to include
the active |oan that was issued under that guarantee in
the Consolidation loan.

For purposes of this policy, an active loan is any loan that
has not been paid in full, canceled, discharged (e.g., dueto
death, spouses and parents of September 11, 2001, victims,

disability, closed school, or false certification), or
subrogated by the Department. However, asubrogated loan
may beincluded in aConsolidation loan if the borrower has
another active loan guaranteed or held by the consolidating
guarantor that has not been subrogated. A defaulted loan
that if till held by the consolidating guarantor is an active
loan.

If aConsolidation loan isguaranteed and the guarantor later
determinesthat it was not the guarantor or holder of at least
one of the borrower’s active loans, the guarantor reserves
the right to notify the lender that the guarantee on the
Consolidation loan is not valid. The lender may attempt to
transfer the loan to an appropriate guarantor or the
guarantee may be revoked. If the guarantee is revoked, all
interest benefits and special allowance collected on that
loan from the date of disbursement must be refunded.

Some guarantors have additional eligibility requirements
and restrictions on Consolidation loans. These
requirements and restrictions are noted in appendix C.

| L Policy 1024 (Batch 149), approved April 17, 2008

Obtaining a Subsequent Consolidation Loan

A borrower who currently has either a Federal or a Direct

Consolidation loan is not eligible for a subsequent Federal
or Direct Consolidation loan unlessthe borrower meetsone
of the following conditions:

- Theborrower hasobtained-anea-is consolidating an
eligible loan(s) obtained before or after the date the
existing Consolidation loan was made to form a
separate Consolidation loan.

«  Theborrower is consolidating an existing
Consolidation loan with at |east one other eligibleloan,
including another eligible Consolidation loan,
regardless of whether that eligible loan was made
before or after the date the existing Consolidation loan
was made.

[HEA 428C(8)(3) and (8)(4); §682.201(e)(2) and (3);
DCL GEN-06-20/FP-06-16]

A borrower who currently hasaFederal Consolidation |oan
and does not meet one of the above conditionsis not
eligible for a subsequent Federal Consolidation loan, but
may be eligible for a subsequent Direct Consolidation loan
if the borrower meets one of the following conditions:

«  The borrower’s consolidation loan holder has
requested default aversion assistance from the
guarantor, and the borrower is seeking an income-
contingent repayment schedule.

«  Theborrower hasfiled an adversary complaint in a
bankruptcy proceeding and is seeking an income-
contingent repayment schedule.

[HEA 428C(a)(3)(B)(l); DCL GEN-06-20/FP-06-16]

If the borrower meetsall eligibility requirements, any or all
outstanding eligible loans may be consolidated, including

existing Consolidation loans and loans made before or after
any existing Consolidation loan.

[§682.20146)(e)(2) and (3)]2
Loans That May Be Consolidated

A borrower may consolidate one or more of the following
types of federal education loans:

+  FFELPloans(Stafford, PLUS, SLS, and Consolidation
Ioanss).

2 policy 1022 (Batch 148), approved March 20, 2008
3. A borrower may not reconsolidate a single Consolidation loan.
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15.5.E Forbearance

disbursed on or after July 1, 1993, to a borrower with any
outstanding FFEL P loans at the time of consolidation that
were first disbursed before July 1, 1993:

« In-School Deferments

When the borrower is enrolled at an eligible school as
afull-time or half-time student (see section 11.6).

«  Education-Related Deferments

When the borrower is engaged in an eligible graduate
fellowship program (see section 11.5) or rehabilitation
training program (see section 11.14).

- Temporary Total Disability Deferments

When the borrower is temporarily totally disabled or
unable to secure employment because he or sheis
caring for a spouse or other dependent who is
temporarily totally disabled (see section 11.17).

«  Unemployment Deferments

When the borrower is conscientiously seeking, but
unable to secure, employment (see section 11.18).
[8682.210]

A lender must establish afirst payment due date that is no
more than 60 days after the last day of a deferment period
(see subsection 15.5.A).

[8682.209(a)(3)(ii)(B)]

15.5.E
Forbearance

Federal Consolidation loan borrowers remain eligible for
all types of forbearance. Forbearance provisions for
Consolidation loan borrowers are the same as those for
Stafford, PLUS, and SL S loan borrowers (see section
11.20).

A lender must establish afirst payment due date that is no
more than 60 days after the last day of aforbearance period
(see subsection 15.5.A).

[8682.209(a)(3)(ii)(B)]

15.5.F
Delinquency, Claim Filing, Loan
Forgiveness, and Discharge

The due diligence, and default and bankruptcy claim filing
reguirements for aFederal Consolidation loan areidentical
to those applicable for other FFELP loans. Loan
forgiveness and discharge provisions, and discharge claim
filing requirements, however, may be different for a
Consolidation loan, as follows:

+  For Consolidation loan discharge provisions due to
closed school and false certification, see subsections
13.8.B and 13.8.D, respectively.

«  For Consolidation loan forgiveness due to teacher loan
forgiveness, the Consolidation loan must not include a
FFELP or FDLP loan that was first disbursed before
October 1, 1998. See subsection 13.9.B for teacher
loan forgiveness provisions for Consolidation loans.

«  For Consolidation loan discharge provisions due to an
unpaid school refund, see subsection 13.8.H.

«  For Consolidation loan discharge provisionsdueto the
death of one spousein the case of ajoint Consolidation
loan, or for the portion of a Consolidation loan
attributable to an underlying PLUS|oan that was made
for adependent student who dies, see subsection
13.8.C.

[8682.402(a)(2) and (b)(6)]

«  For Consolidation loan discharge provisions due to
spouses and parents of September 11, 2001, victims
discharge, see Subsection 13.8.F.

«  For Consolidation loan discharge provisions due to
total and permanent disability, the borrower must be
considered totally and permanently disabled according
to FFEL P discharge criteriaon all underlying loans
included in the Consolidation loan—including any
non-FFELP loans. The loan origination dates of the
underlying loans will be used in determining a
borrower’s eligibility.

If a Consolidation loan is made jointly to two spouses
as comakers, the portion of the Consolidation loan

attributable to one of the spouses may be discharged if
that spouse becomestotally and permanently disabled.
See subsection 13.8.G for moreinformation regarding

! Policy 1024 (Batch 149), approved April 17, 2008
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15.5.G Paid-in-Full Loans

the discharge of all or aportion of aConsolidation loan
due to total and permanent disability.
[8682.402(a)(2) and (c)(1)(iv)]

15.5.G
Paid-in-Full Loans

When a Federal Consolidation loan is paid in full by the
borrower, thelender must either return the origina or atrue
and exact copy of the promissory note to the borrower, or
notify the borrower that the loan ispaid in full.
[8682.414(a)(5)(iii)]

L endersmust retain acopy of the promissory noteand other
key loan documents—as well as a copy of the loan
servicing history—for aperiod of not lessthan 3 years after
the date on which the loan is paid in full by the borrower
and not less than 5 years after the date the lender receives
payment in full from any other source. In addition, the
lender must report to the guarantor the paid-in-full status of
the loan. See Subsection 3.4.A for information on
recordkeeping and Section 3.5 for information on lender

reporting.
[§682.414(a)(2); §682.414(a)(5)]*
15.6

Interest Benefits and Special Allowance

Interest Benefits

A Federal Consolidation loaniseligible for federal interest
subsidy during periods of deferment if the loan was made
from an application received by the lender between
January 1, 1993, and August 9, 1993, inclusive, excluding
any portions derived from HEAL loans.
[8682.301(a)(3)(i)]

A Federal Consolidation loan made from an application
received by the lender between August 10, 1993, and
November 12, 1997, inclusive, is eligible for interest
subsidy during periods of deferment only if all underlying
loans are subsidized Stafford loans.

[8682.301(a)(3)(ii)]

A Federal Consolidation loan made from an application
received by the lender on or after November 13, 1997, is
eligible for interest subsidy during authorized periods of
deferment on any portion of the Consolidation loan that
paid an underlying subsidized FFEL Ploan or an underlying
subsidized Direct loan. The borrower is responsible for

L policy 1038 (Batch 150), approved April 17, 2008

interest payment during periods of authorized deferment on
all other portions of a Consolidation loan.
[8682.301(a)(3)(iii)]

See appendix A for more information on interest benefits.
Special Allowance

The formulafor calculating the applicable special
allowance rate on a Federal Consolidation loanis
determined based on when the |oan was made or, as
applicable, when the application was received by the
consolidating lender. For example, a Consolidation loan
made on or after October 1, 1992, from an application
received by the consolidating lender before January 1,
2000, would be eligible for special allowance based on the
applicable T-bill rate plus 3.10%. A Consolidation loan
made from an application received by the consolidating
lender on or after January 1, 2000, is eligible for special
allowance based on the applicable 3-month commercial
paper rate plus 2.64%. See subsection A.2.A for more
information on special alowance formula components and
the factors that affect the calculation of special allowance
for Consolidation loans.

[8682.302(c)]

The portion of aConsolidation loan attributableto aHEAL
loanisnot eligible for special allowance.
[HEA 428C(d)(3)(A)]

15.7
Interest Payment Rebate Fee

Each month, a holder must remit to the Department an
interest payment rebate fee for al of its Federal
Consolidation loans made on or after October 1, 1993. For
loans made on or after October 1, 1993, from applications
received prior to October 1, 1998, and after January 31,
1999, thisfee is equal to 1.05% per annum of the unpaid
principal and accrued interest of the loans. For |oans made
from applications received during the period beginning
October 1, 1998, through January 31, 1999, inclusive, this
feeisequal to 0.62% per annum of the principal and
accrued interest of the loans.

[428C(f)]

Calculating the Fee

To calculate the monthly interest payment rebate fee for
loans made on or after October 1, 1993, from applications
received prior to October 1, 1998, and after January 31,
1999, the holder should multiply the sum of unpaid
principal and interest balances of the applicable loans—as
of the end of the month—by 0.0875% (0.000875).
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17.3.B The On-Site Review

17.3.B For Schools

The On-Site Review +  Admissions requirements

«  Enrollment agreements and contracts

«  Statements of selective service registration

«  Statements of educational purpose

«  Citizenship status

«  Pel grant eigibility

«  Financia Aid Transcripts (FATS)

«  Verification and certification process, if required

«  Student budget and cost of attendance (COA)
calculation

«  Satisfactory academic progress (SAP) standards/

The on-site review has three key components: the entrance
interview, the review of borrower files and supporting
documentation, and the exit interview.

Entrance Interview
During the entrance interview, the school, lender, or

servicer isinformed about the review process and given the
opportunity to present questions or concernsto the

reviewer(s). enforcement

+  Leavesof absence
A school should ensure that representatives from its - FFELPloan check processing procedures
financial aid, admissions, registrar’s, and bursar’s or - EFT and master check procedures

business offices are present at the entranceinterview. These  +  Determination of withdrawal dates
officials also should be available during the on-sitereview ~ +  Refund calculation and notification

of borrower files and at the exit interview to answer +  Entrance and exit counseling
questions or supply additional material if necessary. «  Withdrawal rate
+  Enroliment Reporting
A lender should ensure that individuals representing the - National Student Loan Data System (NSLDS) rosters,
areas of loan processing, disbursement, repayment reporting, and procedures
servicing, due diligence, collections, claim filing, and . Overall administrative capability
Lender’s Interest and Special Allowance Request and . Separation of duties
Report (LaRS report) billing are available during the . Adequacy of staffing

entrance, on-site, and exit phases of the review. . Financia responsibility

«  Prior program review findings

«  Attendance records

« Loaninformation and supporting documentation

) .
St ) ot . Y
pProceduresfor confirming astudent borrower’sdesire
to receive aloan under the multi-year feature of the

A servicer should ensure that representatives of each
function that it performs for clients are available.

Review of Borrower Files and Other Documentation

The on-site review of selected borrower files, and of all
materials and procedures related to the entity’s

participation in the FFELP, is performed to evaluate Ml

compliance with federal regulations and adherence to - Federal PLUS Loan Application and Master
guarantor policy. The review is also undertaken to identify Promissory Note (PLUS MPN) procedures for

areas where additional training or corrective action may be obtaining the requested loan amount from the parent
appropriate. During the review of borrower files and other borrower.

documentation, entity representatives may be informed of
major concerns and issues needing clarification.

Following are several key items to be reviewed for each
type of entity. A guarantor may choose to review other
items not included on these lists.
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17.3.C Program Review Report

For Lenders

«  Loan amounts

«  Interest rates

«  Disbursement procedures

.  Disclosures of rights and responsihilities

+  PLUSIoan credit checks

«  Out-of-school dates

« NSLDSLender Manifest, error reports, unreported
loan reports, and procedures

«  Conversion of loans to repayment

«  Application of prepayments and refunds

«  Deferments and forbearances

«  Interest accrual and capitalization

. Duediligence

«  Skiptracing

« Clamfiling

« LaRSreports

«  Reconciliation of loan sales/acquisitions

«  Prior program review findings

«  Loan information and supporting documentation

+  Federad Stafford Loan-Master Promissory-Note-

pProceduresfor confirming astudent borrower’sdesire

to receive aloan under the multi-year feature of the
MPN.*

«  Federal PLUS Loan Application and Master
Promissory Note (PLUS MPN) procedures for
obtaining the requested loan amount from the parent
borrower.

For Servicers

«  Prior program review findings

« Audited financia statements

«  System of control

«  Functions noted for schools and lendersin the
preceding lists, if performed by the servicer

Exit Interview

The exit interview is used to inform the school, lender, or
servicer of any concerns or findings of nhoncompliance. In
addition, the exit interview allowsthe entity an opportunity
to clarify remaining issues and pose questions or concerns
about the review. Generally, information discussed during
the exit interview will beincluded in the final program
review report issued by the guarantor.

L Policy 1029 (Batch 149), approved April 17, 2008

17.3.C
Program Review Report

The program review report is written by the guarantor and
issued to the school, lender, or servicer. The report
identifies all borrower files reviewed, any findings of
noncompliance, and any required corrective actions. The
report also may list recommendations in the case of
findingsthat may not warrant corrective action, but that the
entity should address nonethel ess.

A school, lender, or servicer must complete all required
actionsnoted inthereport by thedateindicated. In addition,
the entity must prepare and submit a response to the
program review report to the guarantor by the dateindicated
in the report. If the report notes liability due as aresult of
the review, the entity isinstructed how to make payment
and isinformed of the date by which the payment is due.

Common Findings

Schools, lenders, and servicers should perform internal
audits—and obtain, as applicable, alender’s or servicer’'s
audit—to assess compliance in the following areas.
Following are the most common program review findings
for schools, lenders, and servicers. These are the areas that
most frequently result in problems or liabilities (see
sections 3.8 and 4.8 for additional information).
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A.2 Special Allowance and Excess Interest

«  Six months before the date the lender receives the
required borrower request and documentation of
eligibility for the deferment.

[8682.210(a)(3); §682.210(h)(1) and (2);
8682.301(8)(3)]

Ending Date

The Department’sobligationto pay federal interest benefits
ends on the earliest of the following dates, as applicable:

«  Thedatetheloanisfully repaid.
[8682.300(b)(2)(i)]

.  Thedate the borrower defaults.
[8682.300(b)(2)(iii)]

«  Thedate the lender receives notice of the guarantor’s
determination that the loan is eligible for discharge
under closed school, false certification, spouses and
parents of September 11, 2001, victims, or unpaid
refund provisions. If only a portion of the loan is
discharged, the remaining portion of the loan remains
eligible for interest benefits.

[§682.300(b)(2)(viii)]*

«  Thedate the lender receives claim payment on the
loan.
[8682.300(b)(2)(iv)]

«  Thedate the loan is discharged by a bankruptcy court.
[8682.300(b)(2)(v)]

«  Thedate the lender determines that the borrower has
died or become totally and permanently disabled.
[8682.300(b)(2)(vi)]

«  Thedateof disbursement for any portion of theloan for
which aborrower isfound to be ineligible (see section
5.16).

[8682.300(b)(3)]

«  Thedatetheloan, or any portion of the |oan, ceasesto
be guaranteed or losesits eligibility for reinsurance—
regardless of whether the lender has filed a claim with
the guarantor.

[8682.300(b)(2)(vii)]

The date the lender determinesthe loanislegaly
unenforceable based on the receipt of avalid identity
theft report.2 If, within 3 years of this date, alender
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receives evidence that the loan was made as the result
of the crime of identity theft, the lender may submit a
claim and receive federal interest benefits and special
allowance payments that would have accrued on the
loan. See Subsection 13.8.E for more information on
loan discharge as aresult of the crime of identity theft.
[§682.208(b)(4);2 §682.300(b)(2)(ix)]*

. Thedate of disbursement, if aloan is unconsummated.
[8682.300(b)(2)]

For loans first disbursed on or after October 1, 1992, a
lender may not hill for interest benefits on an
unconsummated subsidized Stafford loan. A loanis
considered unconsummeated if it isdisbursed, but the check
is not cashed—or, in the case of funds disbursed by EFT or
master check, the funds are not rel eased to the borrower
from the school’s account—within 120 days of the date on
which the check was cut or the EFT/master check funds
were sent to the school. If aloan is unconsummated, the
lender must discontinue its current billing on the loan and
refund interest benefits that have already been paid.
[8682.300(c)]

A.2
Special Allowance and Excess Interest

A lender may receive special allowance payments on most
FFEL P loans. The Department pays special allowanceon a
loan for any quarter in which the applicable calculation for
that type of loan yields a positive number.

Special allowance is not paid on the following:

«  Unconsummated loans.
[8682.302(b)(3)]

- Nonsubsidized Stafford loansfirst disbursed on or after
October 1, 1981, for periods of enrollment beginning
before October 1, 1992.

[8682.302(b)(1)]

«  Any portion of a Consolidation loan derived from an
underlying HEAL loan.
[HEA 428C(d)(3)(A)]

For aloan first disbursed on or after April 1, 2006, the
Department will collect excess interest for quartersin
which the applicable interest rate on the |oan exceeds the
specia allowance support level (see subsection A.2.A).

2 policy 1027 (Batch 149), approved April 17, 2008
8 Policy 1026 (Batch 149), approved April 17, 2008
4 Policy 1027 (Batch 149), approved April 17, 2008
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A.2.A Special Allowance and Excess Interest Rates

The formulas used to cal culate special allowance and
excessinterest, which are exhibited on the following pages,
are based on the maximum applicable interest rates
specified in law for each category of loan. If alender
charges a borrower an interest rate that is less than the
statutory maximum rate applicable to that loan, the lender
must report the loan at the statutory rate for special
allowance purposes.

Variable-rate PLUS or SLS loans first disbursed before
July 1, 1994, and PLUS loans first disbursed on or after
July 1, 1998, or on or after January 1, 2000, for any period
prior to April 1, 2006, are eligible for special alowance
only when the following criteria are met:

«  Theloanisaccruing at the maximum interest rate
specified in law for such aloan (also called the cap).

« Theinterest rate for each July 1 to June 30 period, as
calculated prior to applying the interest rate maximum
(or cap), exceeds the maximum interest rate for the
loan.
[HEA 438(b)(2)(I)(v); §682.302(b)(2)]

A2A
Special Allowance and Excess Interest
Rates

Special Allowance Rates

The amount of special allowance that is payable on an
eligibleloan isdetermined by multiplying the average daily
balance of principal and capitalized interest on the loan by
the applicable special allowance rate. Specia allowance
rates are calculated and published quarterly by the
Department. The formulas used to calculate these rates are
exhibited on thefollowing pages. Thefollowing factorsare
considered in the calculation of special allowance rates for
aloan:

«  Theaverage of the bond equivalent rates of the quotes
of the 3-month commercial paper (financial) ratesin
effect for each of the daysinthe quarter (also called the
3-month commercial paper rate) for Stafford and
PLUSloansfirst disbursed on or after January 1, 2000,
and for Consolidation loans made from applications
received by lenders on or after January 1, 2000.

«  Theaverage bond equivalent rate of the 91-day
Treasury billsauctioned during the quarter (also called
the T-bill rate) for Stafford and PLUS loans first
disbursed prior to January 1, 2000, and for
Consolidation loans made from applications received
by lenders before January 1, 2000.

« A factor prescribed by law for each category of loans.
Thisfactor is added to the applicable T-bill rate or 3-
month commercia paper rate for the quarter.

«  Theapplicable statutory interest rate for theloan. This
rate is subtracted from the sum of the appropriate
factor and the applicable T-bill rate or 3-month
commercial paper rate.

The special allowance factor for aloan first disbursed on or
after October 1, 2007, isbased on whether or not the lender
qualifies as an eligible not-for-profit holder. Asit relatesto
special allowance payments on loans first disbursed on or
after October 1, 2007, alender is considered to be an
eligible not-for-profit holder if the lender was an active,
eligible lender and met any one of the following conditions
on September 27, 2007:

- Thelender isastate, or a political subdivision,
authority, agency, or other instrumentality of such,
including those entities that are eligible to issue tax-

exempt bonds.

. Thelender isaqualified scholarship funding
corporation established by a state or one or more
political subdivisions, that has not el ected to cease
status as a qualified scholarship funding corporation.
[150(d)(2) and (3) of the Internal Revenue Code of

1986

«  Thelender isatax-exempt organization asdescribedin
section 501(c)(3) of the Internal Revenue Code of
1986.

. Thelender is acting as trustee on behalf of a state,
political subdivision, authority, agency,
instrumentality, or other entity, regardless of whether
that entity isan dligiblelender asdefined by the Higher
Education Act (HEA) of 1965, as amended.

[HEA 435(p)(1); 8682.302(f)(3)(i), (ii) and (v); DCL FP-
07-12

The state may waive the above requirements for a new
eligible not-for-profit holder that it determinesto be
necessary to fill apublic purpose of that state. A state may
not waive any requirements for trustees.

[HEA 435(p)(2)(A)(ii); DCL FP-07-12]*
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A.2.A Special Allowance and Excess Interest Rates

A lender is not considered to be an eligible not-for-profit Not-For-Profit Holder Designation
holder if any of the following conditions occur:

In order for alender to be designated as a not-for-profit

+  Thelender isaschool lender. holder (directly or through an €ligible lender trustee) for
purposes of special allowance payments, two certifications
«  Thelender (directly or through an eligible lender must be submitted to the Department: a certification signed
trustee) is owned or controlled, inwhole or inpart, by by the entity’s chief executive officer (CEO) and a
afor-profit entity. certification signed by external legal counsel. For

additional information on these certifications, refer to Dear
Colleague Letter FP-07-12 dated December 28, 2007.1

The lender (directly or through an ligible lender
trustee) is not the sole owner of the beneficial interest
in, and the income from aloan.

[HEA 435(p)(2)(B) and (C); 8682.302(f)(3)(iii); DCL FP-
07-12]

An dligible not-for-profit holder, regardless of whether that
entity is an eligible lender as defined by the HEA, is not
considered to be owned or controlled by afor-profit entity,
and will not lose its status as sole owner of beneficial
interest in and income from aloan by granting security
interest in, or using aloan or income from aloan as
collateral, to secure a debt obligation for which the not-for-
profit holder isthe issuer of the debt obligation.

[HEA 435(p)(2)(E); §682.302(f)(3)(vi); DCL FP-07-12]

If aspecial alowance rate calculation resultsin a negative
number on aloan first disbursed prior to April 1, 2006,
special alowancewill not be paid for that 1oan type for that
quarter. If aspecial allowance rate calculation resultsin a
negative number on aloan first disbursed on or after

April 1, 2006, the lender must remit the excess interest to
the Department.

The amount of each quarterly special allowance payment
will vary according to thetype of loan, the datetheloan was
disbursed, the loan period, and, in some cases, the number
of quarters for which the loan has been outstanding, or the
loan’s status.

[8682.302(c)]

If an eligible not-for-profit holder sellsaloan to alender
that does not qualify as an eligible not-for-profit holder, the
special allowance payment for that loan will be calculated
using the special allowance factor prescribed for alender
that does not qualify as an eligible not-for-profit holder
beginning on the date the loan is sold.

[HEA 435(p)(3); 8682.302(f)(4); DCL FP-07-12]
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A.2.A Special Allowance and Excess Interest Rates

Special Allowance Formulas Figure A-1

FORMULA 1
ELIGIBLE NOT-FOR-PROFIT HOLDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.34% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

OTHER ELIGIBLE LENDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.19% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

= Stafford loans first disbursed on or after October 1, 2007, when such loans are in periods of in-school, grace, or
deferment (during all other periods, special allowance is calculated using Formula 2 below).

FORMULA 2
ELIGIBLE NOT-FOR-PROFIT HOLDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.94% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

OTHER ELIGIBLE LENDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.79% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

= Stafford loans first disbursed on or after October 1, 2007, except when such loans are in periods of in-school,
grace, or deferment (in which case special allowance is calculated using Formula 1 above).

FORMULA 3
NOT-FOR-PROFIT HOLDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.94% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

FOR-PROFIT LENDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.79% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

« PLUS Loans first disbursed on or after October 1, 2007.

FORMULA 4
ELIGIBLE NOT-FOR-PROFIT HOLDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.24% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

OTHER ELIGIBLE LENDERS
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.09% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

« Consolidation loans first disbursed on or after October 1, 2007.

FORMULA 15
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.74% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

» Stafford loans first disbursed on or after January 1, 2000, when such loans are in periods of in-school, grace, or
deferment (during all other periods, special allowance is calculated using Formula 26 below).

FORMULA 26
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.34% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

« Stafford loans first disbursed on or after January 1, 2000, except when such loans are in periods of in-school,
grace, or deferment (in which case special allowance is calculated using Formula 45 above).
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A.2.A Special Allowance and Excess Interest Rates

FORMULA 37
(AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.64% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

e PLUS loans first disbursed on or after January 1, 2000.
= Consolidation loans made from applications received by lenders on or after January 1, 2000.

FORMULA 48
(AVERAGE 91-DAY T-BILL + 2.2% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

« Stafford loans first dishursed on or after July 1, 1998, but before January 1, 2000, when such loans are in periods
of in-school, grace, or deferment (during all other periods, special allowance is calculated using Formula 59
below).

FORMULA 59
(AVERAGE 91-DAY T-BILL + 2.8% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

« Stafford loans first disbursed on or after July 1, 1998, but before January 1, 2000, except when such loans are in
periods of in-school, grace, or deferment (in which case special allowance is calculated using Formula 48 above).

FORMULA 610
(AVERAGE 91-DAY T-BILL + 2.5% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

« Stafford loans first disbursed on or after July 1, 1995, but before July 1, 1998, when such loans are in periods of
in-school, grace, or deferment (during all other periods, special allowance is calculated using Formula 711-erthe-

follewing-page below).

FORMULA #11
(AVERAGE 91-DAY T-BILL + 3.1% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

e Subsidized and unsubsidized Stafford loans first disbursed on or after July 1, 1995, but before July 1, 1998, except
when such loans are in periods of in-school, grace, or deferment (in which case special allowance is calculated
using Formula 610-enthe-previeuspage above).

e Subsidized Stafford loans first disbursed on or after October 1, 1992, but before July 1, 1995.

e Unsubsidized Stafford loans first disbursed on or after October 1, 1992, but before July 1, 1995, for periods of
enroliment beginning on or after October 1, 1992.

e PLUS loans first disbursed on or after October 1, 1992, but before January 1, 2000.

e SLSloans first disbursed on or after October 1, 1992.

= Consolidation loans made on or after October 1, 1992, from applications received by lenders before January 1,
2000.

FORMULA 812
(AVERAGE 91-DAY T-BILL + 3.25% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

* Subsidized Stafford loans first disbursed on or after November 16, 1986, but before October 1, 1992.

= Unsubsidized Stafford loans first disbursed before October 1, 1992, for periods of enroliment beginning on or after
October 1, 1992.

* Variable rate PLUS/SLS loans first disbursed before October 1, 1992.

e Fixed rate PLUS/SLS loans first disbursed on or after November 16, 1986, but before July 1, 1987.

* Subsidized Stafford loans and fixed-rate PLUS/SLS loans first disbursed on or after October 17, 1986, but before
November 16, 1986, for periods of enrollment beginning on or after November 16, 1986.

« Consolidation loans made on or after November 16, 1986, but before October 1, 1992.
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A.2.A Special Allowance and Excess Interest Rates

FORMULA 913

(AVERAGE 91-DAY T-BILL + 3.5% — APPLICABLE INTEREST RATE OF THE LOAN) + 4

* Subsidized Stafford loans and fixed-rate PLUS/SLS loans first disbursed on or after October 17, 1986, but before
November 16, 1986, for periods of enrollment beginning before November 16, 1986.
* Subsidized Stafford loans and fixed-rate PLUS loans first disbursed on or after October 1, 1981, but before October

17, 1986.

« Consolidation loans made on or after October 1, 1986, but before November 16, 1986.

FORMULA 1014

(AVERAGE 91-DAY T-BILL + 3.5% — APPLICABLE INTEREST RATE OF THE LOAN)

This amount should be rounded up to the nearest 1/8 of 1%*, and the result should be divided by 4.

« Subsidized and Nonsubsidized Stafford loans, and fixed-rate PLUS loans, first disbursed before October 1, 1981.

| * Decimal equivalents are: 0.125, 0.250, 0.375, 0.500, 0.625, 0.750, 0.875, or the next whole percent.

Examples of Special Allowance Calculations

EXAMPLE 1

A subsidized Stafford loan is first disbursed on or after
July 1, 1994, but before July 1, 1995, and is currently
accruing interest at 8.25%. Special allowance for this loan
is calculated using Formula #11.

If the average 91-day T-bill bond equivalent rate for the
preceding quarter is 5.79%, the quarterly special
allowance rate for the loan is calculated as follows:

(5.79% + 3.10% - 8.25%) + 4 = 0.16%
If the loan has an average daily balance for the quarter of
$3,000, applying the above rate yields the following

quarterly special allowance amount:

0.0016 X $3,000 = $4.80

Figure A-2

EXAMPLE 2

A Stafford loan is first disbursed to a borrower on or after
October 1, 1992, but before July 1, 1994. The borrower
has an outstanding loan that was first disbursed at a 9%
interest rate on or after January 1, 1981, but before
October 1, 1981. The new loan currently accrues interest
at 8.92% because it has been converted to an annual
variable interest rate as a result of excess interest
provisions. Special allowance for the new loan is
calculated using Formula %11 (special allowance for the
previous loan is calculated using Formula 4814).

If the quarterly average 91-day T-bill bond equivalent rate
for the preceding quarter is 5.79%, the quarterly special
allowance rate for the loan is calculated as follows:

(5.79% + 3.10% — 8.92%) + 4 = —0.0075%
Because the special allowance rate calculation resulted in

a negative 0.0075%, special allowance is not paid for this
loan for this quarter.*
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A.2.A Special Allowance and Excess Interest Rates

Excess Interest Formulas Figure A-3

FORMULA 1
ELIGIBLE NOT-FOR-PROFIT HOLDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.94%*) + 4

OTHER ELIGIBLE LENDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.79%*) + 4

= Stafford loans first disbursed on or after October 1, 2007, when such loans are in repayment.

FORMULA 2
ELIGIBLE NOT-FOR-PROFIT HOLDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.34%*) + 4

OTHER ELIGIBLE LENDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.19%*) + 4

= Stafford loans first disbursed on or after October 1, 2007, when such loans are in an in-school, grace, or deferment
period.
FORMULA 3

ELIGIBLE NOT-FOR-PROFIT HOLDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.94%*) + 4

OTHER ELIGIBLE LENDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.79%*) + 4

 PLUS Loans first dishursed on or after October 1, 2007.

FORMULA 4
ELIGIBLE NOT-FOR-PROFIT HOLDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.24%*) + 4

OTHER ELIGIBLE LENDERS
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.09%*) + 4

= Consolidation loans first disbursed on or after October 1, 2007.

FORMULA 15
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.34%*) + 4

« Stafford loans first disbursed on or after April 1, 2006, and prior to October 1, 2007, when such loans are in repayment.

FORMULA 26
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 1.74%*) + 4

« Stafford loans first disbursed on or after April 1, 2006, and prior to October 1, 2007, when such loans are in an in-school,
grace, or deferment period.

FORMULA 37
(APPLICABLE INTEREST RATE OF THE LOAN — AVERAGE 3-MONTH COMMERCIAL PAPER RATE + 2.64%*) + 4

« Consolidation and PLUS loans first disbursed on or after April 1, 2006, and prior to October 1, 2007.

* The average of the bond equivalent rates of the quotes of the 3-month commercial paper (financial) rates in effect for
each of the days in the quarter (also called the 3-month commercial paper rate) as reported by the Federal Reserve in
Publication H-15 for each quarter plus the indicated percentage is known as the special allowance support level.*
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A.2.A Special Allowance and Excess Interest Rates

Example of Excess Interest Calculations Figure A-4

A PLUS loan is first disbursed on October 2, 2006, and is If the loan has an average daily principal balance for the
accruing interest at 8.5%. Excess interest for this loan is quarter of $1,000, applying the above rate yields the
| calculated using Formula 37.! following quarterly excess interest amount;

For the quarter ending December 31, 2006, the average 3- 0.0012 X $1,000 = $1.20
month commercial rate is 5.38%. The special allowance

support level is 8.02% (5.38% + 2.64%). The quarterly

excess interest rate is calculated as follows:

(8.50% — 8.02%) ~ 4 = 0.12%

| L Policy 1034 (Batch 149), approved April 17, 2008
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A.2.B Termination of Special Allowance

A2.B
Termination of Special Allowance

The Department’s obligation to pay special allowance for
an eligible loan ends on the earliest of the following dates,
as applicable:

The date the loan isfully repaid.
[8682.302(d)(1)(i)]

«  Thedate the lender receives a claim payment on the
loan.
[8682.302(d)(2)(iii)]

«  Thedatetheloan, or any portion of the loan, ceasesto
be guaranteed or losesits reinsurability—regardl ess of

whether the lender hasfiled a claim with the guarantor.

[8682.302(c))(1)(iv)]

« 30 days after the date the lender receivesaclaim
returned solely due to inadequate documentation,
unless the claim is resubmitted with al required
documentation within 30 days.
[8682.302(d)(1)(vii)]

- 60 days after the date the borrower defaulted on the
loan, unlessthelender hasfiled aclaimand all required
documentation with the guarantor on or beforethe 60th
day.

[8682.302(d)(1)(V)]

«  Thedate the lender receives a claim payment for the
loan or the 90th day (plusa5-day mail time allowance)
after the date on which thelender filesaclaim with the
guarantor, whichever is earlier. The lender may be
required to readjust special allowance billing if it
receivesinformation from the guarantor specifying the
date on which the guarantor received the claim. If such
information is recelved, the lender must ensure that
specia alowanceis not billed beyond the 90th day
following the date the guarantor received the claim.
[8682.302(d)(3); §682.413]

«  Thedate of disbursement, for any portion of the loan
for which a borrower is found to be ineligible and the
borrower repays the special allowance to the lender
(see section 5.16).

[8682.412(d)(1)]

«  For aloanfirst disbursed prior to October 1, 1992, the
date the lender receives a returned, uncashed
disbursement check for the loan.

[8682.302(d)(1)(ii)]

«  For aloan first disbursed prior to October 1, 1992, the
120th day after the disbursement date if the
disbursement check has not been cashed or the EFT/
master check funds have not been released from the
school’s account to the borrower by that date.
[8682.302(d)(1)(vi)]

- For aloan first disbursed on or after October 1, 1992,
the date of disbursement (retroactive), if aloanis
unconsummated.

[8682.302(d)(2)]

« Thedate thelender determinestheloan islegally
unenforceable based on the receipt of avalid identity
theft report.” If, within 3 years of this date, alender
receives evidence that the |oan was made as the result
of the crime of identity theft, the lender may submit a
claim and receive federal interest benefits and specia
allowance payments that would have accrued on the
loan. See Subsection 13.8.E for more information on
loan discharge as a result of the crime of identity theft.
[§682.208(b)(4);? §682.302(d)(1)(viii)]®

For loans first disbursed on or after October 1, 1992, a
lender may not bill for special allowance on an
unconsummated loan. A loan is considered
unconsummated if it is disbursed, but the check is not
cashed—or, inthe case of fundsdisbursed by EFT or master
check, the funds are not released to the borrower from the
school’ s account—within 120 days of the date on which the
check was cut or the EFT/master check funds were sent to
the schoal. If aloan is unconsummated, the lender must
discontinue billing on the loan and must refund special
allowance payments that have already been received.
[8682.302(d)(2)]
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BBAY: See Borrower-Based Academic Year

Blanket Endorsement: A separate form indicating the
transfer of contract rights and ownership of a group of
loans. If ablanket endorsement is used to indicate
ownership change, a copy of the endorsement must be
placed in the borrower file of each loan purchased by the
lender or secondary market.

Borrower: Anindividual to whom aFFELP loan is made.
See chapters 5 and 15 for more information about borrower
eligibility requirements and types and amounts of FFELP
loans.

Borrower-Based Academic Year: (BBAY) An academic
year that isindividualized per borrower and generally
“floats” with the borrower’s attendance and progress of a
student, or agroup of students, in aprogram of study for the

purpose of determining Stafford annual loan limit

frequency. FGFbGFFGWGFSGHFGH-GGHH—GI-@Gk—hOHFaHd—HGH-

between aBBAY for a standard term-based credit-hour
program, and a BBAY for a clock-hour, non-term-based
credit-hour, or a nonstandard term-based credit-hour
program. For additional information, see Section 6.1,
Figure 6-2, and the-2006-2007-Federal- Student-Aid-

Handbookolume-3-Chapter-4,pp—3-66-t0-3-67 07-08
FSA Handbook, Volume 3, Chapter 5, pp. 3-78 to 3-84 and

p. 3-86.1

Borrower-Specific Defer ment: Refersto the federal
requirement that eligibility for adeferment be applied to all
of aborrower’sloans, rather than to each separate loan. For
example, a borrower who has used the maximum

24 months of internship deferment is not entitled to an
additional internship deferment.

Branch Campus. A permanent location of aschool that is
geographically apart and independent of the main campus;
that offers courses leading to a degree, certificate, or other
recognized educational credential; that has its own faculty
and administration or supervision; and that has its own
budgetary and hiring authority. A branch campusisone
type of “additional location” at which schools may offer
instruction to students. A school must establish eligibility
for each of itslocations. See subsections 4.1.A and 4.1.C.
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Campus-Based Programs. The Federal Perkins Loan,
Federal Work-Study, and Federal Supplemental
Educational Opportunity Grant programs. These programs
are administered by a school’sfinancia aid office. A
student’sfinancial aid package may contain aid from oneor
more of these programs.

Cancellation (of a Guarantee): The revocation of aloan
guarantee, which occursif any of the following conditions
exist:

+  Noloan proceeds were disbursed or delivered to the
borrower.

+  Thelender check(s) was never cashed.

+  None of the loan proceeds were negotiated within
120 days of the date on which they were disbursed.

«  EFT and master check loan proceeds in the school’s
account are not delivered to the borrower within
120 days after being transferred to the account.

+ Theloanisrepaidin full within 120 days of fina
disbursement.

The guarantee is not lost on the remainder of the loan if
one disbursement is canceled.

Capitalization: Anincreasein the principal balance of a
Stafford, SLS, PLUS, or Federal Consolidation |oan that
occurs when alender adds the interest accrued on the loan
to the outstanding principal balance.

Capitalized Interest: Accrued interest added to the
borrower’s outstanding principal . Subsequent interest
accrues on the new total principal balance, which includes
any capitalized interest.

Certification: Theact of attesting that somethingistrue or
meets a certain standard. For example, the school certifies
the borrower’s eligibility for aloan and, if applicable,
interest benefits. The borrower completes an application,
promissory note, or deferment form, thereby certifying that
certain eligibility criteria have been met.

CFR: See Code of Federal Regulations
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Confirmation (asit relatesto the Stafferd-M PN): A
process by which the school; or lender, prior to disbursing a
|oan, erguarantor{en-behaf-of the scheol-er-lender)-
advises the borrower of the proposed loan types and
amounts. The borrower may accept the loan(s) passively
(by taking no action) or affirmatively (by notifying the
school in writing or electronically of his or her acceptance
of the loan(s) or any changes he or she wishes to make to
the loan types or amounts)musﬂakeaeﬂent&eenﬂ%m%he

Consummated Loan: A loan for which a disbursement
check has been negotiated or EFT or master check funds
have been delivered to the borrower. For example, the loan
would be considered consummated if the borrower had
cashed the check, if an individual check, or the school had
applied the proceedsto the student’s account, if included in
amaster check or EFT transmission before the school
returned the proceeds to the lender. See Unconsummated
Loan.

Correspondence Study: A home-study coursein which
the school providesinstructional materials, including
examination on those materials, to students who are not
physically attending classes at the school. If acourseisa
combination of correspondence work and residential
training, the entire course is considered correspondence
study. See subsection 4.1.D and section 5.12 for more
information.

Cosigner: A signer of apromissory notewhois
secondarily liable for aloan obligation. Thistermisno
longer used in federal regulations. See also Endorser.

Cost of Attendance: (COA) An estimate of the student’s
educational expenses for the loan period. See section 6.5.

Cost of Education: See Cost of Attendance

Cost-L ess-Aid: A figure calculated by deducting all
financial assistance the student has been or will be awarded
for the loan period from the cost of attendance for the same
loan period.

Cumulative Loan Limit: See Aggregate Loan Limit

Cure: Reinstatement of aloan’s guarantee upon
completion of a prescribed series of loan collection
activities; also the process by which the loan’s guarantee is
reinstated.
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Curing Instrument: Documentation the lender must
obtain and retain to substantiate a cure. Examples of a
curing instrument include, but are not limited to, asigned
repayment agreement, evidence of one full payment
received from or on behalf of the borrower, or
documentation of the activities performed in an Intensive
Collection Activities (ICA) cure.

D
DAA: See Default Aversion Assistance

DCL: See Dear Colleague Letter

Deactivation: Loss of €igibility for alender to participate
in the FFELP. The Department will notify lendersthat have
failed to submit a Lender’s Interest and Special Allowance
Request and Report (LaRS report) for two consecutive
quarters that they are candidates for deactivation.

Dear Colleague Letter: (DCL) A communication fromthe
Department that explains and clarifies the Department’s
guidance regarding federal regulations and statutes.

Dear Partner Letter: (DPL) A communication from the
Department that explains and clarifies the Department’s
guidance regarding federal regulations and statutes.

Debt-Management Counseling: Counseling providedtoa
student about debt and accumulated indebtedness.

Fete#edieeasem%eeunselmg—See Subsect| ons4. 4 B and
4.4.C2

Default: Thefailure of aborrower (or endorser or comaker,
if any) to make installment payments when due, provided
that this failure persists for the most recent period of

270 days (for aloan repayable in monthly installments) or
the most recent 330-day period (for aloan repayablein less
freguent installments). A loan also may be considered in
default if the borrower (or endorser or comaker, if any) fails
to meet other terms of the promissory note or other written
agreement(s) with the lender under circumstances where
the Department or guarantor of the loan reasonably
concludes that the borrower no longer intends to honor the
borrower’s obligation to repay the loan. See section 13.6.

Default Aversion Assistance: (DAA) The help provided
to alender by the guarantor in order to prevent adelinquent
loan from defaulting. See section 12.5.
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Default Aversion Assistance Request Period: Theperiod
during which alender must submit a request for default
aversion assistance from aguarantor. This period beginsno
earlier than the 60th day and ends no later than the 120th
day of the borrower’s delinquency.

Deferment: A period of time during repayment in which
the borrower, upon meeting certain conditions, is not
required to make payments of loan principal. See chapter
11.

Delayed Delivery: The federally mandated delay in the
school’sdelivery of thefirst disbursement of loan fundsfor
first-year, first-time undergraduate Stafford |oan borrowers.
Schools subject to delayed delivery must delay the delivery
of thefirst disbursement until the student completesthefirst
30 days of hisor her program of study. For more
information on delayed delivery provisions, see subsection
8.7.D.

Delayed Disbursement: The federally mandated delay of
thefirst disbursement of loan fundsfor first-year, first-time
undergraduate Stafford loan borrowers. The school is
prohibited from scheduling the first disbursement of aloan
to these students earlier than:

«  The 28th day of thefirst payment period if theloanis
disbursed by EFT or master check.

«  Thefirst day of the first payment period if the loan is
disbursed by individual check.

See subsection 8.7.D.

Delinquency: A period that begins on the day after the due
date of a payment when the borrower fails to make the
equivalent of one full payment. See section 12.2.

Department, the: TheU.S. Department of Education or an
official or employee of the Department acting for the
Department under a delegation of authority.

Dependent Student: A student who does not meet the
eligibility requirements for an “Independent Student,”
under the Higher Education Act of 1965, as amended. See
Independent Student.

Diligent Effort: An attempt to perform arequired activity
in a matter that complies with federally mandated
procedures and requirements. See chapter 10.

Disability: A medically determined condition that renders
aperson unable to work and earn money, or, in Some cases,
to attend school. A borrower (or his spouse or dependent) is
considered to be temporarily totally disabled if the

condition is expected to be of a short and finite duration
(see section 11.17); aborrower is considered totally and
permanently disabled if this condition is expected to
continue for along or indefinite period of time, or to result
in death (see subsection 13.8.G).

Disbursement: Thetransfer of loan proceeds by individual
check, master check, or electronic fundstransfer (EFT) by
alender to aborrower, a school, or an escrow agent (see
section 7.7). For a Consolidation loan, disbursement isthe
transfer of borrower loan proceeds from the consolidating
lender to the current holder of the loan being consolidated
(see section 15.4).

Disbursement Date: For aloan disbursed by check or
draft, the date the check or draft isissued. For aloan
disbursed by electronic funds transfer (EFT) or wire
transfer, the date the funds are transferred from the lender
to the school or escrow agent.

Discharge: Therelease of aborrower or any comaker from
al or aportion of his or her loan obligation, as applicable,
due to bankruptcy, school closure, death, spouses and
parents of September 11, 2001, victims, total and
permanent disability, an unpaid refund by the school, or the
schocil 'sfalse certification of a FFELP loan. See Section
13.8.

Documentation: A written or printed paper, a supporting
reference, or arecord that can be used to furnish evidence,
proof, or information.

DPL: See Dear Partner Letter

Dual-Program Cohort Default Rate: For a school that
has former students entering repayment in afiscal year on
both FFELP and FDLP loans, the Department calculates a
dual-program cohort default rate. See section 16.2 for
calculation formulas.

Due Diligence: The procedures required for attempting to
satisfactorily resolve adelinquency and prevent adefault in
accordance with federal regulations. The lender must
document the performance of these attempts, and the
attempts must be at least asforceful asthose generally used
for consumer loans. See chapter 12.
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Economic Hardship: A period during which the borrower
isworking full time but is earning an amount that does not
exceed the greater of the minimum wage or 150% of the
poverty line for-afamily-of two the borrower’s family size.
Economic hardship also exists if aborrower’s monthly
payments on federal education loans are equal to or greater
than 20 percent of the borrower’s monthly income, as
defined in FFELP regulations.”

EFA: See Estimated Financial Assistance
EFC: See Expected Family Contribution

Effective Commercial Skip Tracing: Techniques used to
locate a person whose address is unknown. Examples of
these techniques may include contacting an endorser (e.g.,
tolocate aborrower), aborrower (e.g., to locate an endorser
or comaker), arelative, areference, individuas, entity
identified in aborrower’sloan file, Directory Assistance or
a comparable service; attempting to contact the person by
calling the last known telephone number; performing a
Social Security number search viaacredit report; reviewing
city directories; processing information contained on the
current credit report; or checking with a state licensing
agency, atrade association, or amotor vehicle bureau (see
section 12.7 for address skip tracing requirements). See
also Skip Tracing.

EFT: See Electronic Funds Transfer

Electronic Funds Transfer: (EFT) The electronic
transfer of Stafford or PLUSoan proceeds from the lender
to an account at the school or the school’s financial
institution. See subsection 7.7.D.

Electronic Signature: Information in electronic format
that isattached to or logically associated with an electronic
record and used by a person with the intent to sign the
electronic record.

Eligibility Letter: A term used to describe the materials
the Department’s Institutional Participation Division sends
to aschool that has received federal approval for
participationintheTitle IV programs. The“letter” includes
an Approval Notice and a copy of the school’s Program
Participation Agreement (PPA).

Eligible Borrower: A borrower or potential borrower who
meets federal eligibility criteriafor a Federal Stafford loan
or, in the case of a parent borrower, a Federal PLUS |oan.
See sections 5.1 and 5.2 for specific criteria.

L Policy 1047 (Batch 150), approved April 17, 2008

Eligible Not-For-Profit Holder: Asit relates to special
allowance payments on loans first disbursed on or after
October 1, 2007, a holder of aloan that is:

- A dtate, or political subdivision, authority, agency, or
other instrumentality of such, including those lenders
that are eligible to issue tax-exempt bonds.

- A qualified scholarship funding corporation
established by a state, or one or more politica
subdivisions, that has not elected to cease statusas a
qualified scholarship funding corporation.

« A tax-exempt organization as described in section
501(c)(3) of the Internal Revenue Code of 1986.

- A trustee acting on behalf of astate, political
subdivision, authority, agency, instrumentality, or other

entity, regardless of whether that entity isadligible
lender asdefined by the Higher Education Act of 1965,

as amended.?

Eligible Student: A student who meets federal student
digibility criteria. See subsection 5.1.B. for specific
criteria.

Emergency Action: A special action taken by the
guarantor or the Department to temporarily immediately
suspend a school, lender, or servicer from participation in
the guarantor’s programs prior to the initiation of formal
Limitation, Suspension, and Termination procedures.

See subsection 18.1.D.

Endorser: A signer of a promissory notewho is
secondarily liable for aloan obligation, i.e., who agrees to
pay if the borrower does not. A lender may requireaPLUS
borrower with adverse credit to obtain a creditworthy
endorser in order to receive the loan.

Enrolled: The status of a student who has met either of the
following requirements:

«  Completed the registration requirements (except for
the payment of tuition and fees) at the school the
student is attending.

«  Been admitted into an educational program offered
predominantly by correspondence and has submitted
one lesson, completed by the student after acceptance
for enrollment and without the help of arepresentative
of the school.
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Enrollment Reporting: The method by which schools
confirm and report to the National Student Loan Data
System (NSLDS) the enrollment status of attending
students who receive Title IV loans. This process was
formerly known as the Student Status Confirmation Report
(SSCR).

Entity: For purposes of this manual, any organization,
institution, government agency, nonprofit corporation, or
other group that participatesin federa student financial aid
programs.

Entrance Counseling (or Entrance Interview): See-

DBebt-Management-Counseling-Required counseling that

must be provided to afirst-time Stafford borrower or afirst-

time graduate or professional student PLUS borrower. The

school must conduct counseling in person, by audiovisual
presentation, or by interactive electronic means. See
Subsection 4.4.B.

Escrow Agent: A guarantor or other eligible lender that
receives the proceeds of a FFELP loan as an agent of an
eligible lender for the purpose of transmitting those
proceeds to the borrower or the borrower’s school.

Estimated Financial Assistance: (EFA) The school’s
estimate of the amount of financial assistance from federal,
state, institutional, or other sourcesthat a student (or parent
on behalf of a student) will receive for a period of
enrollment. Thismay includeveterans’ and national service
awards and benefits (except when determining eligibility
for a subsidized Stafford Loan), scholarships, grants,
financia need-based employment, or loans. EFA does not
include Federal Perkinsloansor Federal Work-Study funds
that the student has declined or certain loansused to replace
the expected family contribution. See section 6.7.

Exceptional Performer: A designation conferred upon a
qualified lender, servicer, or guarantor by the Department
of Education for an exceptional level of performancein
servicing FFELP loans, if the lender, servicer, or guarantor
requests such status and meets al statutory and regulatory
requirements.-See-section-3.9-for-merenformation: This
designation was eliminated on October 1, 2007, per
statutory changes from the College Cost Reduction and
Access Act (PL. 110-84). See History Appendix for more
information.”

Excess Interest Rebate: See Windfall Profits
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Exit Counseling (or Exit Interview): SeeDebt-
Management-Counseling-Required counseling that must be
provided to Stafford |oan borrowers shortly before
graduating or ceasing at least half-time enrollment. The
school must conduct counseling in person, by audiovisual
presentation, or by interactive electronic means. See
Subsection 4.4.C.3

Expected Family Contribution: (EFC) The amount a
student and the student’s spouse or family are expected to
pay toward the student’s cost of attendance. The Federal
Need Analysis Methodol ogy must be used to calcul ate the
EFC. See section 6.6.

Extended Repayment Schedule: A repayment schedule
availableto a“ new borrower” on or after October 7, 1998,
with outstanding principal and interest in FFELP loans
totaling more than $30,000. An extended repayment
schedule may provide for standard or graduated
installments over a period not to exceed 25 years.

F
FAA: See Financial Aid Administrator

FAFSA: See Free Application for Federal Student Aid
FAT: See Financial Aid Transcript
FDLP: See Federa Direct Loan Program

Federal Consolidation L oan Application and
Promissory Note: A common form that aborrower—or, as
applicable, spouses as comakers—must compl ete to apply
for a Federal Consolidation loan. For more information
about Federal Consolidation loans, see chapter 15.

Federal Default Fee: A fee collected by the guarantor
either by deduction from the proceeds of the loan or from
other nonfederal sources. The Higher Education Act
reguiresthat thisfee equal one percent of theloan principal.
This fee replaced the guarantee fee. See section 7.8.

Federal Direct Loan Program: (FDLP) A student loan
program authorized on July 23, 1992, by Title!V, Part D, of
the Higher Education Act. The Federal Direct Loan
Program offers Federal Direct (Subsidized) Stafford loans,
Federal Direct Unsubsidized Stafford loans, Federal Direct
Consolidation loans, and Federa Direct PLUS loans. The
FDLP issimilar to the FFELP, except that funding comes
directly from the U.S. Treasury rather than from private
lending institutions.

8 Policy 1028 (Batch 149), approved April 17, 2008
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student must include financial information on the student’s
household so that the expected family contribution can be
calculated. See section 6.6.

Freely Associated States: The Republic of the Marshall
Islands, the Federal States of Micronesia, and the Republic
of Palau. See also State.

FTP: SeeFile Transfer Protocol

Full-Time Student: An enrolled student enroHed-in-an-
nstitution-of-higher-education-(other than a student
enrolled in aprogram of study by correspondence) who is
carrying a full academic workload as determined by the
school under standards applicableto all studentsenrolledin
that-student s-particular-the same program of study. The
student’s workload may include any combination of
courses, work, research, or specia studies, whether or not
for credit, that the school considers sufficient to classify the
student asafull-time student. See Section 6.9 for adetailed
definition of afull-time student that includes credit- and
clock-hour requirements.t

Funds: Any monies (including checks, drafts, or other
instruments); any commitment to provide money; or any
commitment of insurance that has been, or may be,
provided under the guarantor’s programs to a borrower
enrolled at and attending a participating school, or a
borrower accepted for enrollment at a participating school.

G

Gap: A period during the servicing of aloan in repayment
when due diligence activities are required by regulations
but no due diligence activities (collection activities) are
performed. For aloan serviced under regulations published
December 18, 1992, a gap greater than 45 days (greater
than 60 daysin the case of atransfer) resultsin the loss of
the loan’s guarantee.

Previously, the term “gap” was defined in Appendix D of
34 CFR 682, and was applicable to loans serviced under
due diligence provisions published November 10, 1986.
For loans serviced under these “old” due diligence
provisions, agap in duediligence activitiesdid not result in
aloss of the loan's guarantee unless the lender had
committed a violation of at least one due diligence
requirement.

[8682.411(j); 8682, Appendix D; Appendix A of

DCL 96-G-287/96-L-186]

Grace Period: The period that begins the day after a
Stafford loan borrower ceases to be enrolled at least half
time at an eligible school, ends the day before the

L Policy 1031 (Batch 149), approved April 17, 2008

repayment period begins, and during which payments of
principal are not required. For a borrower with a Stafford
loan that has not yet entered repayment who also has an
SLSloan, the grace period for the SLSloan is the
equivalent of the grace period for the Stafford loan if the
borrower requests grace on his or her SLS loan(s)

(see section 10.3).

Grad PLUS Loan: A PLUS loan made to a graduate or
professional student.

Grade Level: A student’'sacademic classlevel, ascertified
by a school official. Undergraduate students are 01
(freshman/first year) through 05 (fifth year/other
undergraduate); graduate and professional studentsare A
(first year) through D (fourth year and beyond).

Graduate or Professional Student: A student who:

« Isenrolled in aprogram or course above the

baccalaureate level at-an-institution-of-higher-
edueation;-or enrolled in a program leading to a first

professional degree at an eligible school.

«  Hascompleted the equivalent of at least three years of
full-time study at-ap-astitution-of-highereducation an
eligibleschooal, either before entrance into the program
or as part of the program itself, e.g., adual degree
program that alows an individual to complete a
bachel or’s degree and either agraduate or professional
degree within the same program. A student is
considered an undergraduate student for at least the
first 3 years of adual degree program. The school
defines the point at which a student enrolled in adual-
degree program is considered a graduate student after
thefirst 3 years. For example, in a 5-year program
leading to a graduate degree, the school may definea
student as agraduate student after thefirst 3 or 4 years

of the program.
[07-08 FSA Handbook, Volume 3, Chapter 5, p. 3-91]

+ Isnot receiving Title IV aid as an undergraduate
student for the same period of enrollment.?

Graduated Repayment Schedule: A repayment schedule
under which the amount of the borrower’s installment
payment is scheduled to change (usually by increasing in
two or moreincrements) during the course of the repayment
period. The graduated repayment schedule cannot exceed
10vyears(or 25 yearsfor borrowerseligible for an extended
repayment schedule), excluding in-school, grace,
deferment, or forbearance periods.

2 Policy 1035 (Batch 149), approved April 17, 2008
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Guarantee: A conditional legal obligation, asdefinedinan
agreement by and between a guarantor and alender, for the
guarantor to reimburse thelender for some portion of aloan
that is not repaid by the borrower due to default, death,
disability, bankruptcy, borrower ineligibility, false
certification of borrower €eligibility, or school closure.

Guar antee Disclosure; The form used by the guarantor
that serves as evidence that the loan identified on the form
has been insured (guaranteed) under the guarantor’s
program (see also Guarantee). The form also provides
relevant loan data, which may include the loan amount,
interest rate, guarantee and origination fees (if applicable),
and projected maturity date. See section 6.20.

Guar antee Fee: A fee the guarantor was permitted to
charge on aloan disbursed on or after July 1, 1994, and for
which the date of guarantee of principa was before July 1,
2006. The Higher Education Act limited thisfeeto no more
than one percent of the principal. Thisfee was replaced by
the federal default fee.

Guarantor (or Guaranty Agency): A state or private
nonprofit organization that has an agreement with the U.S.
Secretary of Education to administer aloan guarantee
program under the Higher Education Act.

Guaranty Agency: See Guarantor (or Guaranty Agency)

H
Half-Time Student: A student enrolled in an

undergraduate program who is—3)}-enrcHed-ina

participating-school:{(2) carrying an academic workload
that ameuntste-includes at least half of the academic

workload of athe applicable regulatory minimum full-time-
student enrollment standard for that program;-as-
Half-time enrollment for a graduate or professional
program must include at least half of thefull-time academic
workload defined by the school for the graduate or
professional students enrolled in that program. A student
enrolled solely in an eligible program of study by
correspondence is never considered more than a half-time
student, even if the student is enrolled in enough
correspondence coursework to be considered full time. See
Section 6.9 for more information.*

HEA: The Higher Education Act of 1965, as amended.

Hearing: The orderly presentation of arguments and
evidence before a Hearing Officer.

L Policy 1031 (Batch 149), approved April 17, 2008

Hearing Officer: A person with no prior involvement in a
dispute under the Limitation, Suspension, and Termination
procedures outlined in chapter 18 of this manual. The
Hearing Officer for any hearing will be selected by the
guarantor.

Holder: An eligible lender owning a FFELP loan. A
federal or state agency or an organization or corporation
acting on behalf of such an agency and acting asa
conservator, liquidator, or receiver of an eligiblelender may
also be considered a holder.

ICA/L ocation Cure Procedure: See Intensive Collection
Activities

Incarcerated: The status of a student or borrower who is
serving a criminal sentence in afederal, state, or local
penitentiary, prison, jail, reformatory, work farm, or other
similar correctional institution. A student or borrower who
isliving in ahalfway house or in home detention or who has
been sentenced to serve only weekendsis not considered to
be incarcerated.

Income-Contingent Repayment Schedule: A repayment
schedule for some FDLP loans under which the borrower’s
monthly payment amount is adjusted annually, based on the
total amount of the borrower’s Direct |oans, the borrower’s
family size, and the Adjusted Gross |ncome reported on the
borrower’s most recent income tax return. In the case of a
married borrower, who files ajoint income tax, the AGI
includes the spouse’s income.

Income-Sensitive Repayment Schedule: A repayment
schedule for some FFEL P loans under which the
borrower’s monthly payment amount is adjusted annually,
based solely on the borrower’s expected total monthly gross
income received from employment and other sources
during the course of the repayment period.

Independent Student: A student who meets one or more
of the criterialisted on the Free Application for Federal
Student Aid (FAFSA) that classify astudent asindependent
for Title IV purposes. A student also may be classified as
independent if afinancial aid administrator determinesand
documents that the student is independent based on his or
her professional judgment of the student’s unusual
circumstances. See section 6.8 for additional information
regarding the determination of a student’s dependency
status.
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Preaccredited School: A public or private nonprofit
school that is progressing towards accreditation within a
reasonable period of time, as certified by an accrediting
agency. The status must be recognized by the Department
for purposes of Title IV program €ligibility. See also
Accrediting Agency.

Preclaim Assistance: See Default Aversion Assistance

Prehearing Conference (asused in chapter 18): Contact
by any method, including telephone, between the partiesfor
the purpose of settling or narrowing a dispute related to
limitation, suspension, and termination proceedings.

Prepayment: A payment received when the borrower is
not required to make either principal or interest payments,
when aborrower isrequired to make interest payments, but
previously authorized the lender to capitalize accruing
interest; or when the borrower makes a payment that is
greater than the amount of the borrower’s regular
installment or the amount due. See subsection 10.11.B. for
more information on prepayments.

Principal Balance: The outstanding amount of the loan,
on which the lender chargesinterest. Astheloanisrepaid,
aportion of each payment is used to satisfy interest that has
accrued, and the remainder of the payment is used to reduce
the outstanding principal balance.

Professional Degree: A degree that signifies both
completion of the academic requirements for beginning
practice in agiven profession and alevel of professional
skill beyond that normally required for abachel or’sdegree.

Professional licensureisalso generally required. Examples

of aprofessional degree include, but are not limited to:
Pharmacy (Pharm. D.), Dentistry (D.D.S. or D.M.D.),
Veterinary Medicine (D.V.M.), Chiropractic (D.C. or
D.C.M.),Law (L.L.B. or J.D.), Medicine (M.D.),
Optometry (O.D.), Osteopathic Medicine (D.0O.), Podiatry

(D.PM., D.P, or Pod. D.), and Theology (M. Div. or
M.H.L)).

Professional Judgment: The flexibility givento a
financial aid administrator (FAA) under the Higher
Education Act to make adjustmentsto student eligibility for
federal aid on a case-by-case basis. See subsections 6.5.D
and 6.6.B.

Professional Student: See Graduate or Professional
Student, and Professional Degree.!

L Policy 1035 (Batch 149), approved April 17, 2008

Program of Study: A Department-authorized
postsecondary educational program that |eads to a degree,
certificate, or other educational credential.

Program Participation Agreement: (PPA) Anagreement
that a school and the U.S. Department of Education must
sign, permitting participation in one or more of the Title IV
federal student aid programs. This agreement also states
that theinitial and continued eligibility to participatein the
Title IV federal student aid programs is conditional upon
compliance with the provisions of applicable laws and
program regulations. The agreement includes a school’s
participation in the following federal programs: Federa
Pell, Federal Supplemental Educational Opportunity Grant,
Federal Work-Study, Federal Family Education Loans, and
Direct Loans.

Program Review: A comprehensive review of alender’s,
school’s, or servicer's administrative procedures for
handling Federal Stafford, PLUS, SLS, and Consolidation
loans. The review is conducted to ensure that those
procedures are in compliance with federal regulations and
with the guarantor’ policies and procedures. Chapter 17
addresses several aspects of program reviews.

Promissory Note: A legally binding agreement the
borrower signsto obtain aloan under the FFELP, in which
the borrower promises to repay the loan, with interest, in
periodic installments. The agreement also includes
information about any grace period, deferment, or
cancellation provisions and the student’s rights and
responsibilities with respect to the loan.

Proration: A reduction of the standard annual loan limit
for an undergraduate student. Proration of the loan amount
isrequired if the student’s program or the remainder of the
student’s program is less than a full academic year in
length.

Proportional Proration: A required calculation
performed to determine the applicable annual Stafford loan
limit for an undergraduate student whose program of study
islessthan an academic year, or whose remaining program
of study islessthan an academic year. See Figure 5-1.

Q

Qualified Education Benefit: Refersto qualified tuition
programs (e.g., 529 prepaid tuition plans and savings
plans), prepaid tuition plans offered by a state, and
Coverdell education savings accounts.
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Repurchase (of a Claim): A lender’s purchase back from
the guarantor of aloan on which aclaimwasfiled and paid,
if that purchase occurs more than 30 days after the lender
receives the claim payment (see section 13.5).

Return of Title 1V Funds. The federally mandated
process by which aschool cal cul ates the amount of federal
fundsto be returned for aTitle 1V aid recipient who
withdraws or who ceases attendance during a payment
period or period of enrollment. The cal culations may result
in areduction of the student’s Title IV loan and grant aid to
reflect the percentage of the payment period or period of
enrollment that the student attended, if he or she attended
60% or less of the period. Based on these calculations, the
school and the student may be required to return
“unearned” federal assistance. See section 9.5.

Roalling Delinquency: A delinquency that occurs
whenever the delinquent status of aloan isincreased or
reduced but not completely eliminated as result of a
payment, the reversal of a payment, a deferment or
forbearance, or the receipt of anew out-of-school date. See
subsection 12.3.E.

Rule of 78s: A procedure for calculating the outstanding
principal balance of aloan that is prohibited for loans made
to a borrower who entered repayment on or after June 26,
1987. Seventy-eight is the sum of the digits from one to
twelve (the number of monthsin a one-year installment
contract).

S
SAP: See Satisfactory Academic Progress

SAR: See Student Aid Report
SAY: See Scheduled Academic Year

Satisfactory Academic Progress. (SAP) The level of
academic progress required of a student by the Higher
Education Act in order to receive Title 1V aid, including
Federal Stafford, PLUS, or SLSloans. Each school must
establish a standard for evaluating a student’s efforts to
achieve an educational goa within a given period of time.
In making this evaluation, the school must establish the
normal time frame for completion of the course of study in
which the student is enrolled, and amethod, such as grades
or work projects completed, to measure the quality of the
student’s performance. Students enrolled in an
undergraduate program who are enrolled beyond the
school’s maximum time frame for program completion are
not eligible for additional Title IV assistance. A school’s
maximum time frame for program completion cannot
exceed 150% of the published program length.

Satisfactory Repayment Arrangement: A specified
number of consecutive, on-time, voluntary, reasonable and
affordable full monthly payments made by a borrower to
the holder of any loan or loans in default. Satisfactory
repayment arrangements may be established by aborrower
either to regain eligibility for Title IV funds or to
consolidate a defaulted loan. The loan holder’s
determination of a“reasonable and affordable” payment
amount is based on the borrower’s total financial
circumstances. “Voluntary” payments are payments made
directly by the borrower, and do not include payments
obtained by state offsets or federal Treasury offset,
garnishment, or income or asset execution. An “on-time”
payment is a payment received by the guarantor within 15
days before or after the scheduled due date. See subsection
5.2.E for moreinformation on regaining eligibility for Title
IV funds. See section 15.2 for more information on
consolidating a defaulted loan.

Scheduled Academic Year: (SAY) The “fixed” academic
period, as published in a school’s printed materials, that
generally begins and ends at the same time each year
according to an established schedule. The SAY isthe
academic period to which the statutory definition of an
academic year must be applied and must meet the statutory
reguirements of an academic year as defined by the
Department. Schools may not use a SAY for borrowers
enrolled in clock-hour and non-term-based credit-hour
programs of study. The summer term may be treated as an
add-on at the beginning (leader) or end (trailer) of the SAY.
For additional information, see section 6.1 and the 2006-
2007 Federal Student Aid Handbook, Volume 3, Chapter 4,
p. 3-67.

School: An ingtitution of higher education, a proprietary
ingtitution of higher education, or a postsecondary
vocational school declared eligible by the U.S. Department
of Education to participate in one or more Title IV
programs. Some guarantors may require schools to
complete a separate agency-specific participation
agreement. See Participating School.

School-Affiliated Organization: Any organization that is

directly orindirectly related to aschool, and includes, but is

not limited to, dlumni organizations, foundations, athletic
organizations, and social, academic, and professional
organizations.*

School Lender: A school, other than a correspondence
school, that has been approved asalender under the FFELP
and has entered into a contract of guarantee with the
Department or a similar agreement with a guarantor.

! Policy 1049 (Batch 150), approved April 17, 2008
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Undergraduate Student: A student enrolled at an eligible

school who:-ts-enreHed-at-a-school-inr-a-course-of-study,-at-

- Isenrolledin afour or five year program that is
designed to lead to an undergraduate degree. A student

enrolled in aprogram of any other longer lengthis
considered an undergraduate student for only the first

four years of that program.

Has compl eted a baccalaureate program of study and
who is subsequently compl eting state-required teacher

certification or recertification coursework.

Is enrolled in a dual-degree program that allows an
individuals to complete a bachelor’s degree and either

agraduate or professional degree within the same
progran. A student is considered an undergraduate
student for at |east thefirst three years of adual degree

program.*

Undue Hardship (Adversary Complaint) Petition:
A motion to have aloan discharged in abankruptcy caseon
the grounds of undue hardship. See subsection 13.8.A.

Unknown Telephone Number: Thelack of any telephone
number assigned to a particular borrower, endorser, or
reference.

Unsubsidized L oan: A non-need-based loan such as an
unsubsidized Federal Stafford loan or aFederal PLUS|oan.
The borrower isresponsible for paying the interest on an
unsubsidized loan during in-school, grace, and deferment
periods, in addition to repayment periods.

U.S. Citizen or National: The term “citizen” includes all
native or naturalized persons who owe allegiance to the
United States and are entitled to protection by it. The U.S.
includes the fifty states, the District of Columbia, Guam,
Northern Mariana Islands, Puerto Rico, and the Virgin
Islands. The term “national” includes all U.S. citizens and
citizens of American Samoaand Swain’s |dand.

v

Variable Interest Rate: Aninterest rate that changes,
usually annually, according to prescribed methods (see
sections 7.4 and 7.5).

L policy 1035 (Batch 149), approved April 17, 2008

Variable Interest Rate Conversion: The conversion of a
fixed interest rate to an annually variable interest rate,
which carries afederally mandated cap.

Verbal Request: A request that is made orally, as opposed
to inwriting.

Verification: A school’s procedure for checking the
accuracy of information reported by the student on the
FAFSA. Verification may include requesting a copy of the
tax returnsfiled by the student and, if applicable, the
student’s parents. See subsection 6.6.A.

w

Week of Instruction: Any period of 7 consecutive daysin
which the school provides at least one day of regularly
scheduled instruction or examinations, or, after the last
scheduled day of classes for aterm or payment period, at
least one day of study for final examinations. Instructional
time does not include periods of orientation, counseling,
vacation, or homework.

Windfall Profits: Rebate of excessinterest for Stafford
loans first disbursed before July 1, 1992, or first disbursed
to a“new borrower” on or after July 23, 1992, and before
October 1, 1992, asrequired by the Technical Amendments
of 1993. If aloan’s fixed interest rate exceeds the current
average of bond equivalent rates of 91-day Treasury bills
plus afactor (3.25% or 3.10%) for a particular quarter, the
lender must cal cul ate an adjustment to excess interest and
rebate the difference to the borrower’s account based on a
federally prescribed formula. See “Handling Excess
Interest Rebates’ in subsection 10.9.C, and section H.2 of
appendix H.

Withdrawal Date: The date the student withdraws, as
determined by the school. The requirementsthat the school
must follow for determining the student’s withdrawal date
depend upon whether the school is required to take
attendance. See section 9.4.

Write-Off: A loan amount for which there has been atotal
cessation of collection activity.
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H.1 History of the FFELP and the Common Manual

H.1
History of the FFELP and the Common
Manual

Today's education loan program is the result of along
evolutionary process that began with the enactment of the
Higher Education Act in 1965. By law, the Act must be
reviewed and reauthorized every 5 years, and the review
often results in changes (amendments) to the law. Some
reauthori zations have resulted in subtle changes; others
have dramatically revised the program. Following isa
chronology of milestones in the evolution of education
loans. Thisinformation pertains to Federal Stafford (once
called GSL) loans unless otherwise specified.

1965

November 8, 1965

The Higher Education Act of 1965 is signed into law. The
Act requiresthe periodic reexamination and reauthorization
of its congressional mandate. Reauthorizations must occur
every 5 years, or loans may no longer be made under the
program.

Interest subsidy: Thenew law providesan in-school interest
subsidy of 5%, paid by the federal government for families
with annual incomes less than $15,000. A 3% interest
subsidy is paid for periods during which theloan isin
repayment. Nonsubsidized |oans are available for students
with annual family incomes of more than $15,000.

1967

July 2, 1967

Aggregateloan limit: Aggregateloan limitsareincreasedto
$9,000.

Annual loan limit: Annual loan limits are increased to
$1,500.

August 10, 1967

Interest rates: Interest rates increase to 6% for families
earning less than $15,000 in annual income.

Loan guarantee: The guarantee amount isincreased from
80% to 90% of unpaid principal and interest.

1968

August 3, 1968

Interest rates: Interest rates increase from 6% to 7% for
families with less than $15,000 annual income.

October 16, 1968

Eligibility—lender: Interstatelendersare permitted to make
loans under the Federally Insured Student Loan Program
(FISLP).

December 15, 1968

Interest subsidy: Interest subsidy for loansin repayment is
eliminated.

1969

August 1, 1969

Foecial allowance: Specia allowance is authorized for
lenders to ensure they receive a market-rate yield on their
student loans. Special allowance yields no more than 3%

per year based on the outstanding principal balance of
eigible loans.

1972

June 23, 1972
Amendments to the Higher Education Act are signed into
law. The Student Loan Marketing Association (Sallie Mag)
is authorized.

July 1, 1972

Interest subsidy: Interest subsidy isdetermined based on an
evaluation of family income and resources.

Need analysis: A needstest is established.
August 18, 1972

Interest subsidy: Interest subsidy is reinstated for students
whose families have annual incomes of $15,000 or less.

October 1, 1972

Repayment terms. The maximum repayment period of 63
monthsisincreased to 120 months.
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1973

March 1, 1973

Interest subsidy: Eligibility for interest subsidy is
determined by an evaluation of family income and
resources.

Need analysis: Need analysisisrequired again.
June 1, 1973

Aggregate loan limit: Aggregate loan limitsincreaseto
$7,500 for undergraduate students and $10,000 for graduate
students (including undergraduate aggregates).

Annual loan limit: Annual loan limitsincreaseto $2,500 for
third- and fourth-year undergraduate students and for
graduate students. Loan limits are $1,000 for first-year
students and $1,500 for second-year students.

1974

June 2, 1974

Eligibleborrower: Undergraduate studentsenrolled at least
half time, but less than full time, are eligible borrowers.

Interest subsidy: Eligibility for interest subsidy is returned
to students whose families have annual incomes of $15,000
or less.

Need analysis: Need analysisis required for families

earning more than $15,000 and for loan amounts exceeding
$2,000.

1976

March 1, 1976

Annual loan limit: Graduate students may receive a student
loan of up to $2,500.

Eligibility — borrower and student: Graduate students
enrolled at least half time, but less than full time, are
eligible borrowers.

October 1, 1976
Deferment: “New borrowers’ are eligible for a one-year

unemployment deferment, which is subsidized if the
borrower otherwise qualifies for interest subsidy.

Disbursement rules: Disbursement checks must be
endorsed by the borrower. Lenders may make checks
copayable to both the borrower and the school. Multiple
disbursement of loan funds is encouraged.

Interest subsidy: Lenders are permitted to bill for interest
subsidy on the full loan amount from the date of the first
disbursement (even if the second disbursement was not
made yet), provided the lender has signed a Multiple
Disbursement Agreement with the Department.

Soecial allowance: Lendersare permitted to bill for special
allowance on the full loan amount from the date of thefirst
disbursement (even if the second disbursement was not
made yet), provided the lender has signed a Multiple
Disbursement Agreement with the Department.

October 12, 1976

Amendments to the Higher Education Act are signed into
law, with provisions effective January 1, 1977.

November 12, 1976

Need analysis: For loan terms beginning on or after
November 11, 1976, need analysisis required only for
subsidized loans for borrowers whose families report
adjusted gross incomes of $25,000 or more, regardless of
the loan amount being requested.

1977

January 1, 1977

Soecial allowance: Specia allowance is authorized for all
loans disbursed between November 8, 1965, and August 1,
1969, for which balances remained outstanding. Special
allowance payments for these loans are in addition to
paymentsfor other loans previously considered eligible for
specia allowance.

May 20, 1977

Aggregateloan limit: For loan periods beginning on or after
July 1, 1977, aggregate limits are increased to $7,500 for
undergraduate borrowing and $15,000 for cumulative
graduate and undergraduate borrowing.

Annual loan limit: For loan periods beginning on or after
July 1, 1977, annual loan limits are increased to $2,500 for
undergraduate students and $5,000 for graduate and
professional students.
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September 30, 1977

Bankruptcy: Bankruptcy discharge of student loansis
prohibited for thefirst 5 years after the borrower graduates
or withdraws from school, unless the borrower proves that
payment of the loan would present an undue hardship.

December 1, 1977

Soecial allowance: Special allowance payments become a
derivative of the Treasury-bill formula, yielding no more
than 5% annually based on a quarterly determination.

1978

November 1, 1978

Deferment: The rehabilitation deferment is established for
borrowers in rehabilitation training programs for disabled
individuals.

Interest subsidy: All loans disbursed on or after
November 1, 1978, qualify for interest benefits regardless
of family income.

Soecial allowance: Special allowance is paid on both the
subsidized and nonsubsidized |oans.

November 6, 1978

Bankruptcy: The prohibition against the bankruptcy
discharge of student loans that have been in repayment for
lessthan 5 yearsis repealed.

1979

July 1, 1979

Foecial allowance: The annual cap on special allowanceis
eliminated. Yield floats with the Treasury-bill (T-bill)
formula (T-bill plus 3.5%).

October 1, 1979

Bankruptcy: Bankruptcy Reform Act is effective. The
prohibition against the discharge of a student loan in
bankruptcy during thefirst 5 years of repayment is
reinstated. Loans may be discharged in the first 5 years of
repayment only if the repayment of the loan would present
an undue hardship to the borrower.

1980

November 3, 1980

Education Amendments of 1980 are signed; provisions are
effective January 1, 1981.

Soecial allowance: Specia allowance paid on loans made
or purchased with tax-exempt funds is reduced by half,
effective for loans disbursed on or after October 1, 1980.

1981

January 1, 1981

Aggregate loan limit: Aggregate loan limits are revised to
$15,000 for independent undergraduate students, $12,500
for dependent undergraduate students, and $25,000 for
graduate students (including undergraduate |oans).

Annual loan limit: Annual loan limits increase to $3,000
per year for independent undergraduate students, $2,500 for
dependent undergraduate students, and $5,000 for graduate
students.

Deferment: Deferments are authorized for medical
internship or residency, servicein a nonprofit agency,
service as an officer in the Commissioned Corps of Public
Health, and temporary total disability.

Grace period: Loansto “new borrowers’ with loan periods
beginning on or after January 1, 1981, and applicable
interest rates of 9% are eligible for a 6-month grace period.

Interest rates: The applicable interest rate is 9% for “new
borrowers” with loan periods beginning on or after
January 1, 1981. New PLUS and ALAS loans have an
applicable interest rate of 9%.

Loan types: Parental Loans for Undergraduate Students
(PLUSIoans) and Auxiliary Loans for Students (ALAS)
loans are established.

Post-deferment grace period: Loans with a deferment end
date on or after January 1, 1981, are eligible for a 6-month
post-deferment grace period.

August 23, 1981
Origination fee: Effectivefor subsidized loansonwhichthe

lender provided the borrower’s promissory note on or after
August 23, 1981, an origination fee of 5% is assessed. The
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fee may be deducted from the loan’s proceeds by the lender
and must be paid to the Department quarterly viathe
ED Form 799.

October 1, 1981

Post-deferment grace period: Post-deferment grace periods
are eliminated for loans first disbursed on or after
October 1, 1981.

Need analysis. Need analysisis reinstated for borrowers
with annual family incomes exceeding $30,000.

October 1, 1981

Aggregateloan limit: Aggregateloan limitsare $12,500 for
undergraduate students and $25,000 for graduate students
(including undergraduate loans).

Annual loan limit: Annual loan limitsarerevised to remove
the difference between independent and dependent
borrowers. Limits of $2,500 and $5,000 apply for
undergraduate and graduate students, respectively. ALAS
loan limits for undergraduate students permit an annual
maximum of $2,500 through combined GSL and ALAS
borrowing. Graduate and professional students may borrow
up to $3,000 annually in ALAS, in addition to their $5,000
GSL maximum.

Interest rates: PLUS/ALAS interest rate increases to 14%.

Repayment terms: The minimum monthly payment amount
increases from $30 to $50 for loans first disbursed on or
after October 1, 1981.

Special allowance: Nonsubsidized |oans disbursed on or
after October 1, 1981, are no longer eligible for special
allowance. Special allowance for loansfirst disbursed on or

after October 1, 1981, is cal culated without rounding up to
the nearest eighth of a percent.

1982

November 1, 1982

Interest rates; PLUS/ALAS interest rates are reduced to

12% for loansfirst disbursed on or after November 1, 1982.

1983

July 24, 1983

Eligibility — borrower and student: Students must meet
Selective Service Registration requirements to receive
Title IV funds on or after July 24, 1983.

August 1, 1983

Eligibility — borrower and student: For applications
certified on or after August 1, 1983, the financia aid
administrator may not certify an application for any student
unless the Statement of Registration Complianceis
presented with the application.

August 15, 1983

Deferment: PLUS borrowers with loans first disbursed on
or after August 15, 1983, are not eligible for deferment of
their loans.

September 13, 1983

Interest rates: The applicable interest rate for new GSL
borrowers with loan periods beginning on or after
September 13, 1983, is reduced to 8%.

1986

March 1, 1986

Origination fee: Loansfirst disbursed on or after March 1,
1986, and before October 1, 1986, are subject to the
provisions of sequester. Origination fees are increased to
5.5% of theloan’s principal balance.

Foecial allowance: Due to the sequester, lenders must
collect areduced specia allowance on new loans for four
consecutivereporting quartersbeginning with thequarter in
which the loan was first disbursed.

April 7, 1986

The Consolidated Omnibus Budget Reconciliation Act
(COBRA) of 1985 issigned into law.

Consolidation loans: Consolidation loans are authorized to
permit a borrower to combine multiple obligationsinto a
single debt.

Credit bureau reporting: Credit bureau reporting is
required for all lenders and guarantors.
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Disbursement rules: GSL and ALAS disbursement checks
must be mailed directly to the school.

Default: The statutory default date is extended from 120
days delinquent to 180 days delinquent.

Eligibility —borrower and student: Schoolsmust determine
astudent’s eligibility for Pell grant funding before
certifying a GSL application.

Interest rates. The interest rate for the newly authorized
Consolidation loansis the greater of 9% or the weighted
average interest rate of the loans being consolidated,
rounded to the nearest whole percent, effectively
establishing a 9% minimum interest rate.

Lender of Last Resort: Guarantors must ensure that a
Lender of Last Resort Program is available to borrowersin
each state.

May 15, 1986

Eligibility — borrower and student: Schools, lenders, and
guarantors are prohibited from certifying, approving, or
guaranteeing an application if the borrower advises that he
or she has a student loan in default.

July 1, 1986

Disbursement rules: All GSL and ALAS loans first
disbursed on or after July 1, 1986, must be multiply
disbursedif theloan amount is$1,000 or moreand thereare
more than 180 days remaining in the |oan period after the
date of first disbursement.

Eligibility — borrower and student: Students may not
receive additional TitlelV assistanceif they have defaulted
onaTitlelV loan.

Origination fee: The origination fee must be deducted
proportionately from each disbursement of a GSL loan.

October 17, 1986

The Higher Education Amendments of 1986 aresigned into
law and reauthorize the program through 1991.

Aggregateloan limit: The aggregate loan limit for PLUS or
SLSloansis $20,000.

Annual loan limit: The annual loan limit for PLUS or SLS
loansis $4,000.

Deferment: Eligibility for an unemployment deferment is
extended from 12 to 24 monthsfor GSL, SL S, and PLUS
loan borrowers.

Disbursement rules: Multiple disbursements are no longer
required for SLSloans. GSL multiple disbursement
reguirements are revised. Lenders must disburse loansin
two or more installmentsif the loan amount is more than
$1,000 or if the loan period for which the loan isintended
ends more than 180 days from the scheduled date of the
first disbursement. The second disbursement may not be
made before the midpoint of the period of enrollment,
except as necessary to coincide with the start of the next
quarter, trimester, or semester. Loans to borrowers
attending foreign schools are exempt from multiple
disbursement requirements.

Eligibility — borrower and student: Parents may borrow
PLUS funds for dependent undergraduate or dependent
graduate students.

Exit counseling: Schools must perform exit counseling for
al student borrowers.

Interest payment and capitalization: Interest accruing
during in-school or other deferred periods on PLUS and
SL Sloansispayablein monthly or quarterly installmentsor
may be capitalized no more frequently than quarterly.

Interest rates. The PLUS/SLS interest rate becomes a
variable rate, not to exceed 12%.

Loan types: The ALAS Program is replaced with the SLS
Program. PLUS and SL Sloansareto be administered under
Separate programs.

Need analysis: GSL applications are subject to uniform
methodology and need analysis, regardless of family
income.

Refinancing (PLUS and SLSloans): A borrower may
refinance afixedinterest rate PLUS or ALAS/SL Sloan that
isdisbursed prior to July 1, 1987, to obtain a variable
interest rate. If the lender deniesthe borrower the option of
refinancing his or her eligible PLUS or SLS loan(s) to
secure avariable interest rate, the borrower may apply to
another lender for anew loan that paysthe loan held by the
original lender in full. Under this option, the lender making
the new loan must send the proceeds of the new loan to the
current holder to retire the borrower’s original debt.

Reinsurance: Guarantors are required to pay the
Department a reinsurance fee on loans guaranteed to help
defray the cost of defaullts.
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Repayment terms: The 15-year limit on the repayment term
of aGSL loan is eliminated.

November 16, 1986

Secial allowance: Special alowance for loans with
periods of enrollment beginning on or after November 16,
1986, is reduced to the T-hill plus 3.25%.

December 26, 1986

Deferment: Unemployment deferment requests must list
three contacts and be reaffirmed every 3 months. An
unemployment deferment may be backdated no more than
60 days from the date on which the lender receives the
form. Other deferments may be backdated no more than

6 months from the date the lender receives the form.

Delivering loan funds: Schools may credit a student’sloan
proceeds to his or her account no more than 21 days before
thefirst day of the period of enrollment for which the funds
are intended. Checks may be released to the borrower no
more than 10 days before the start of the period of
enrollment for which the funds are intended.

Origination fee: Lenders must refund origination fees for
disbursements on which the loan proceeds are returned or
the disbursement is paid in full within 120 days of the date
on which the funds are disbursed.

Refunds: A school must make refundsto studentswithin 30
days of thedatethe school determinesthat the student islast
enrolled at least half time.

1987

January 1, 1987

Aggregate loan limit: Aggregate loan limitsincreaseto
$17,250 for undergraduate borrowing and $54,750 for
combined undergraduate and graduate borrowing.

Annual loan limit: Annual loan limitsincreaseto $2,625 for
the first two years of undergraduate study, $4,000 for any
subsequent years of undergraduate study, and $7,500 for
graduate study.

March 10, 1987
Bankruptcy: Lenders must file abankruptcy claim no more

than 30 days after learning that a borrower has filed for
bankruptcy protection.

Disclosure requirements: Lenders must provide a“Plain
English Disclosure” to borrowers before disbursing loan
funds for periods of enrollment beginning on or after
January 1, 1987.

Due diligence: New due diligence requirements are
effectivefor loanswith afirst day of delinquency on or after
March 10, 1987.

June 3, 1987

The Higher Education Technical Amendments of 1987 are
signed into law.

Disbursement rules: Disbursements for students attending
foreign schools may be made directly to the borrower.
Multiple disbursement requirements are returned to
previouslevels, so that the lender must disburse any loan of
$1,000 or more in two or more installments.

June 26, 1987

Interest rates: Interest may not be calculated on any loan
entering repayment using the Rule of 78s.

July 1, 1987

Deferment; New deferment provisions are introduced for
“new borrowers” with loansmadefor periods of enrollment
beginning on or after, or for loans disbursed on or after,
July 1, 1987. Deferments are made available for periods of
at least half-time enrollment (for borrowers with another
GSL or SLSloan for the loan period for which they are
applying for the deferment), temporary total disability of
dependentsor spouses, parental leave, and mothersentering
or reentering the work force. PLUS loans may be deferred
based on the status of the dependent student for whom the
parent has obtained aloan. All PLUS loans for that parent
may be deferred based on the status of a single dependent
student. New PLUS loans disbursed for periods of
enrollment beginning on or after July 1, 1987, are eligible
for new deferment types: half-time enrollment deferment if
the parent or dependent student for whom the parent
borrowed is enrolled at least half time, National Oceanic
and Atmospheric Administration (NOAA) Corps
deferment, teacher shortage deferment, parental leave
deferment, and working mother deferment.

Eligibility — borrower and student: Students must be
enrolled in adegree or certificate program to receive GSL,
SLS, or PLUS loan fundsiif the funds are intended for
periods of enrollment beginning on or after July 1, 1987. A
student enrolled in acourse of study that isaprerequisiteto
adegree or certificate program iseligible for oneloan for a
12-month period. A dependent student is eligible for an

L]
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SLSloan if the financial aid administrator determines that
exceptional circumstances preclude the parent(s) from
borrowing under the PLUS program.

Guaranteefee: All loansare subject to aguarantee fee of no
more than 3% of the principal balance, collectable by the
guarantor.

Interest rates: PLUS and SLSloans first disbursed on or
after July 1, 1987, accrue interest at avariable rate that is
subject to change each July 1.

Joecial allowance: Lenders receive special allowance
payments when the T-bill rate plus applicable factor
exceeds 12%.

October 20, 1987

Origination fee: GSL loans are placed under sequester.
Origination fees are increased to 5.5%.

Special allowance: Dueto the sequester, specia allowance
yields are reduced for new loans for thefirst four reporting
guarters following the one in which the loan was first
disbursed.

December 26, 1987

Origination fee: The sequester action is rescinded
retroactive to October 20, 1987. Lenders are required to
refund to borrowersthe additional 0.5% origination feethat
was collected under the terms of the sequester.

1988

March 11, 1988

Cure: The Department publishes cure procedures for
violations of due diligence or timely filing provisions.

July 1, 1988

Excess interest rebate: For loans accruing interest at the
new “split 8%/10%” interest rates, if the T-bill rate plus
3.25% isless than the applicable 10% rate, the lender is
required to return (rebate) earnings to the borrower at the
end of the year in which those “excess’ earnings are
received.

Interest rates: Interest rates for “new borrowers’ with
Stafford loansfirst disbursed for periods of enrollment
beginning on or after July 1, 1988, are 8% for the in-school
and grace periods, and for thefirst 48 months of repayment.
Interest rates increase to 10% on the first day of the 49th
month of repayment.

Interest subsidy: Lenders may no longer use the average
quarterly balance in billing for interest benefits.

Loan types: The GSL program is renamed the Stafford
Loan Program.

Soecial allowance: Lenders may no longer use the average
quarterly balance in billing for special allowance.

July 18, 1988

Eligibility — borrower and student: Students enrolled at
least half time in ateacher certificate program are eligible
to borrow up to $4,000 per year in Stafford loans.

August 17, 1988

Eligibility — borrower and student: For loans on which the
applicationiscertified on or after August 17, 1988, schools
must determinethe applicant’seligibility for Pell grantsand
Stafford loans before certifying an SLS application. If the

borrower is eligible for a Pell grant or Stafford loan, he or

she must apply for it.

October 1, 1988

Disbursement rules: SLS loansfirst disbursed on or after
October 1, 1988, must be multiply disbursed if the loan
balance is more than $1,000 or the loan period ends more
than 180 days after the date of the first loan disbursement.

Repayment start: SLSloan repayment begins no more than
60 days after the date the loan is fully disbursed.

1989

July 20, 1989

Delivering loan funds: Schoolswith cohort default rates of
more than 30% must delay delivery of loan fundsto “new

borrowers’ for at least 30 daysfollowing thefirst day of the
period of enrollment for which the loan is intended.

Refunds: A school must make refunds within 60 days of the
date the school determines that the student has dropped to
less-than-half-time attendance.

August 24, 1989

Entrance counseling: Schools must provide entrance
counseling for all first-time borrowers.
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October 1, 1989

Origination fee: Loansfirst disbursed on or after October 1,
1989, but before January 1, 1990, are subject to sequester.
Origination fees of 5.5% must be paid to the Department.

Foecial allowance: Dueto the sequester, special allowance
isreduced for new loansfor thefirst four reporting quarters,
beginning with the quarter in which the loan wasfirst
disbursed.

November 21, 1989

Department of Labor, Health and Human Services,
Education, and Related Agencies Appropriations Act of
1990 issigned into law.

Refunds: Schools with cohort default rates exceeding 30%
must implement a pro ratarefund policy for al TitlelV aid
recipients.

December 19, 1989

The Omnibus Budget Reconciliation Act of 1989 (OBRA)
issigned into law.

Delivering loan funds: Schools must withhold and returnto
the lender any disbursement exceeding the amount of the
assistance for which the student is eligible. Provisions are
applicableto Stafford and SLS1oan proceeds not delivered
to students as of December 19, 1989, for periods of
enrollment beginning on or after January 1, 1990. Schools
must delay the delivery of SLS proceeds to first-time
borrowerswho arefirst-year studentsuntil 30 days after the
start of the loan period for which they are intended.

Late disbursement/post-withdrawal disbursement: For
disbursements made on or after December 19, 1989, for
loan periods beginning on or after January 1, 1990, late
second disbursements of Stafford and SLSloans are
prohibited. For loans delivered on or after December 19,
1989, for periods of enrollment beginning on or after
January 1, 1990, schools may not deliver late first
disbursements of SL S proceedsif the student did not
complete the first 30 days of the period of enrollment for
which the funds are intended.

1990

January 1, 1990

Annual loan limit: Annual loan limits for SLS loans are
reduced for first-time borrowers. SLS annual loan limits of
$4,000 are restricted to periods of one academic year or

9 months, whichever islonger. SLS annual limits are

prorated at $2,500 for borrowers who attend at least two-
thirds of an academic year but less than afull academic
year; $1,500 for borrowers who attend between one-third
and two-thirds of an academic year; and to $0 for borrowers
who attend less than one-third of an academic year.

Deferment: Individuals serving in medical internships and
residencies, except those serving in dental programs, are
ineligible for in-school deferments.

Disbursement rules; Lenders must delay the disbursement
of SLSfunds. For loans guaranteed on or after January 1,
1990, lenders must make Stafford and SLSloansin
multiple disbursements, regardless of the loan amount or
the length of the period of enrollment for which the funds
areintended.

Eligibility — borrower and student: Borrowers may no
longer borrow Stafford or SLS loans for enrollment in an
internship or residency program.

Federal reporting: Lenders must use the newly revised ED
Form 799tofilefor special allowance and interest benefits,
pay origination fees, and provide information that
previously was included in the annual Call Report. Any
filing for benefits on or after January 1, 1990, must be on
the new form and in the new format, regardless of the
quarter for which it is applicable.

Forbearance: Lenders must grant forbearance to interns
and residents.

Loan certification: Schoolswith cohort default rates of
30% or more may no longer certify SLS loan applications.

March 1, 1990

Disbursement rules: For loans certified on or after March 1,
1990, with loan periods beginning on or after January 1,
1990, schools must determine the disbursement dates for
the loans, and lenders may not disburse funds before the
first date on which the school has requested disbursement
of the funds.

June 5, 1990

Refunds: Schools with cohort default rates of 30% or more
must institute a pro rata refund policy.

November 5, 1990

The Omnibus Budget Reconciliation Act (OBRA) of 1990
issigned into law.
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Bankruptcy: Student loans are determined to be
nondischargeable for borrowers filing for protection under
Chapter 7 or 13 bankruptcy within 5 years of the date the
loan entered repayment, excluding periods of deferment
and forbearance.

Due diligence: For delinquencies beginning on or after
November 5, 1990, guarantors must provide preclaim
assistance on accounts that are less than 120 days
delinquent and must provide supplemental preclaim
assistance (SPA) on loans that are more than 120 days
delinquent. The Department compensates the guarantor for
each loan on which SPA is requested and for which the
default claim is not filed within 150 days.

Loan certification: Theminimum loan period for SLSloans
isreduced to 7 months or the length of the school’s
academic year, whichever islonger.

1991

January 1, 1991

Delivering loan funds. Schools must delay for 30 days the
release of Stafford loan fundsto borrowerswho are entering
thefirst year of an undergraduate program and who have
not previously obtained a Stafford or SLS loan.

Eligibility — borrower and student: Students applying for
TitlelV funds must have a high school diplomaor GED, or
must pass an independently administered ability-to-benefit
test for periods of enrollment beginning on or after
January 1, 1991.

Post-deferment grace period: Military personnel servingin
Operations Desert Shield/Desert Storm are authorized to
receive a 6-month post-deferment grace period following
either aperiod of military deferment, or a period of in-
school deferment if the borrower previously received a
military deferment for such service. This one-time benefit
isavailable for the period from April 9, 1991, to
September 30, 1997.

Satute of limitations: The statute of limitations for
enforcement of guaranteed student loansis eliminated.

April 9, 1991

Deferment: For active duty status in connection with a
military mobilization, the lender is permitted to accept,
during specific emergency periods, the borrower’s request
for the deferment and the supporting documentation from a
close family member or an individual in aposition to know
the borrower’s military status (such as the borrower’s
commanding officer). In the case of a deferment on behal f

of aborrower serving in Operation Desert Shield or Desert
Storm, the lender is permitted to grant the deferment
retroactive to the date the borrower was mobilized—even if
that resultsin backdating the deferment more than

6 months. Furthermore, if a borrower has used the entire
36-month Armed Forces deferment eligibility before being
mobilized, the borrower or a close family member has the
option of requesting an emergency administrative
forbearance.

May 28, 1991

Bankruptcy: Student loansthat arein repayment for 7 years
or less from the date the loan first entered repayment
through the date of abankruptcy action—excluding periods
of deferment and/or forbearance—are considered to be
nondischargeabl e under bankruptcy provisions.

July 1, 1991

Eligibility — school: Schools with cohort default rates of
35% or morefor the most recent threefiscal yearsfor which
rates are available are ineligible to participate in the GSL
Program. In Fiscal Year 1993, the rate dropsto 30%.

November 15, 1991

The Emergency Unemployment Compensation Act of 1991
issigned into law. However, provisions are never enforced
based on guidance received from the Department, pending
regulations. The Higher Education Amendments of 1992
later repeal all but two provisions applicable to student
loans.

1992

July 23, 1992

TheHigher Education Amendmentsof 1992 aresigned into
law.

Aggregate loan limit: Aggregate loan limits on Stafford
loans are revised to $23,000 for undergraduates and
$65,500 for graduate students (including undergraduate
loans). SL S aggregate loan limits are revised to $23,000 for
undergraduate borrowing and $73,000 for combined
graduate and undergraduate borrowing. These provisions
became effective October 1, 1992.

Annual loan limit: The annual loan limit on Stafford loans
of $2,625 for the first year of full-time undergraduate study
must be prorated for some students. Annual loan limits for
SL S loans of $4,000 for first- and second-year full-time
enrollment must be prorated for some students. These
provisions became effective October 1, 1992.
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Audit: Guarantors must require an annual compliance audit
from each lender in the FFELP. The lender’s first audit
under this requirement isto have covered the lender’s first
fiscal year that began after July 23, 1992. Submission of the
audit report is required within six months after the end of
the audit period.

Closed school loan discharge: Loansmay beforgivenif the
school for which the borrower obtained the loan closed
before the borrower’s program of study was complete.

Common forms: The Department, in cooperation with
industry participants, is required to develop common loan
applications and promissory notes, deferment forms, and
reporting formats.

Exceptional performance: A program to encourage
superior servicing performance for lenders, servicers, and
guarantorsisinitiated. For lenders and servicers that
receive an exceptional performer designation, guarantors
pay 100% of the principal and interest due on loansfiled as
claims during the period the lender or servicer is
designated. Lenders or servicers are not penalized for
inadvertent omissions of due diligence or timely filing
violations. For guarantors designated as exceptional
performers, the Department pays 100% of the applicable
rate payable onloansfiled for reinsurance during the period
the guarantor is designated (note that criteriafor
exceptional performers are not defined in regulation until
July 1995).

Excessinterest rebates: Lenders must rebate excessinterest
on Stafford loans first disbursed at afixed rate on or after
July 23, 1992, regardless of that rate. Rebates to “new
borrowers’ with loans at the 8%/10% rate are applicable
when the T-bill rate plus 3.25% is less than the applicable
interest rate. Rebates are applicable for the new 8%/10%
[oan only when the loan reaches the 10% accrual period.
For loansfirst disbursed to borrowers with outstanding
loans on or after July 23, 1992, the rebate is applicable
when the T-bill rate plus 3.10% is less than the loan’s
applicableinterest rate. For second or subsequent |oansfirst
disbursed at 8%/10% on or after July 23, 1992, therebateis
applicable both to the 8% period and the 10% period.

False certification: Loans may be forgiven if the school
falsely certified the loan application.

Forbearance: Borrowers participating in medical
internship or residency programs may request and the
lender must grant a period of forbearance when the
borrower has expended his or her entire deferment period
for internship or residency. Lenders may extend
forbearance on loans without a borrower’s request (grant

administrative forbearance) in prescribed instances, such as
aperiod of delinquency preceding an authorized period of
deferment.

Interest subsidy: The lender may not bill for interest on a
subsidized Stafford loan that is disbursed by check earlier
than 10 days before the first disbursement of the loan or
earlier than 3 daysbeforethefirst disbursement of funds by
EFT. In this case only, the term “disbursement” isintended
to mean delivery to the borrower.

Loan sales or transfers. Borrowers must be notified of the
saleor transfer of their loan to another holder or servicer no
more than 45 days from the date the new holder or servicer
obtains legal right to receive payments on the loan.
Specifically defined information must be included in
noticesto the borrower, and the notice must be provided by
both the seller and holder, or by the previous servicer and
new servicer. Lenders may not sell or transfer ownership of
aloanthat isnot yet fully disbursed if the transaction would
cause achangein the party to which the borrower will send
payments.

Loan types: The GSL Program is renamed the Federal
Family Education Loan Program (FFELP). The Stafford
Loan Program is renamed the Federal Stafford Loan
Program, the SL S Program is renamed the Federal SLS
Program, and the PLUS L oan Program is renamed the
Federal PLUS Loan Program.

Negotiated rulemaking: The Department is required to
devel op regulations from these amendmentsin anegotiated
rulemaking processwith the student |oan industry and other
interested participants.

PLUScredit check: Lendersmust perform acredit check on
PLUSoan applicantsand may not makeloansto borrowers
determined to have adverse credit unless they determine
that mitigating circumstances apply.

Rehabilitation of defaulted loans: All guarantors must
provide for the rehabilitation of defaulted |oans by the
borrower’smaking 12 consecutive, on-time, reasonableand
affordable payments. In addition, the borrower’s defaulted
loans must be purchased by an eligible lender. There are no
federal restrictions that prohibit aloan from being
rehabilitated more than once.

Reinstatement of Title 1V eligibility: A borrower may have
his or her eligibility for additional Title IV funding
reinstated if the borrower makes six consecutive, on-time,
reasonable and affordable payments on his or her defaulted
loan.
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Repayment terms: The $600 joint minimum annual
payment amount for married couplesis deleted. A new
clause advises that the minimum payment is the amount of
interest that is due and payable. Lenders must offer to
borrowerswho have both Stafford and SLSloansthe option
of deferring the repayment start date of the SLS loansto
coincide with the repayment start date of the Stafford loans.
Interest onthe SL Sloans continuesto accrue and is payable
by the borrower in monthly or quarterly installments, or
may be capitalized.

Third-party servicer: The Department is authorized to
regulate third-party servicers.

October 1, 1992

Consummated |oan: For subsidized Stafford loans first
dishursed on or after October 1, 1992, lenders may not hill
the Department for interest or special allowance payments
on loans for which the disbursement check is not cashed or
the funds delivered by EFT are not delivered to the student
within 120 days of the date of disbursement. Such loansare
considered unconsummated.

Delivering loan funds: The school must confirm the
eligibility of the dependent student for whom the parent is
borrowing before delivering PLUS loan funds.

Dishursement rules. PLUSIoans must be disbursed by EFT
or by acheck that is copayable to the borrower and the
school and must be sent to the school.

Interest rates: Interest rates on Stafford loans arerevised to
avariable interest rate based on the 91-day T-hill rate plus
3.1%, capped at 9% for loans first disbursed to “new
borrowers’ who have no outstanding balance on any
FFELP loan on or after October 1, 1992. Interest rates on
Sl Sloansarerevised to avariablerate, calculated at the 52-
week T-bill rate plus 3.1%, capped at 11%. Interest rateson
PLUS loans are revised to a variable rate based on the 52-
week T-bill plus 3.1%, capped at 10%.

Loan types: Effective for periods of enrollment beginning
on or after October 1, 1992, unsubsidized Stafford loansare
authorized with provisions paralleling those for subsidized
Stafford loans, except that interest during in-school, grace,
and deferred periodsis not paid by the Department. The
program providesloans for studentswho do not qualify for
asubsidized Stafford loan or who qualify for only a part of
the annual subsidized loan amount. Borrowers pay a
combined origination fee/guarantee fee of 6.5%, al of
which is paid to the Department. Guarantors are prohibited
from collecting guarantee fees on unsubsidized Stafford
loans.

Origination fee: Lenders must charge SLS and PLUS loan
borrowers an origination fee of 5% on al loans with first
disbursements on or after October 1, 1992, with the fee
being deducted proportionally from each loan
disbursement.

1993

January 1, 1993

Consolidation loans. Married couples may consolidate
their loansinto a single Consolidation loan if they agree to
bejointly and severally liable for the obligation, regardless
of future marital status. Effective for applications received
on or after January 1, 1993, the Consolidation minimum
loan amount is increased to $7,500 and periods during
which the borrower qualifies for a deferment are
subsidized. A Consolidation loan borrower may add other
eligible loans to a preexisting Consolidation loan for a
period of up to 180 days from the date the Consolidation
loan is made.

Repayment terms: Lenders must offer Consolidation loan
borrowersthe option of repaying their loanswith graduated
or income-sensitive repayment provisions.

February 1, 1993

Foecial allowance: Provisionsfor loans made or purchased
with tax-exempt obligations are modified.

April 16, 1993

Common forms: The Department issues a Dear Guaranty
Agency Director Letter announcing the approval of the
common application and promissory notethat combinesthe
Federa Stafford and Federal Unsubsidized Stafford or
Federal SLSloaninto asingleform. Schoolsarerequiredto
use the common application and promissory note for loans
certified on or after January 1, 1994.

July 1, 1993

Aggregateloanlimit: Aggregateloan limitsfor PLUSIoans
are effectively negated.

Annual loan limit: Stafford annual loan limitsarerevised to
$3,500 for the second year of study. SLS annual loan limits
for subsequent years of undergraduate enrollment (beyond
the second year) are increased to $5,000 effective July 1,
1993. SLS annual limits for graduate and professional
students are $10,000. Annua limitsfor PLUS loans are
revised to the cost of attendance minus other aid, effective
for loansfirst disbursed on or after July 1, 1993.
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Deferment: For “new borrowers’ on or after July 1, 1993,
deferments are limited to in-school (including periods
during which the borrower is enrolled at least half time),
graduate fellowship or rehabilitation training,
unemployment (not to exceed 36 months), and periods
during which the borrower is experiencing economic
hardship that would preclude making student loan
payments. For PLUS loans first disbursed to “new
borrowers’ on or after July 1, 1993, borrowers may no
longer defer their PLUS loan based on the status of the
dependent student.

Eligibility — schools: For fiscal year 1993, schools with
default rates exceeding 30% for the three most recent fiscal
years for which datais available are not eligible to
participate in the FFELP. For subsequent years, the default
rate may not exceed 25%.

Repayment terms: Lenders must offer new SLS and
Stafford loan borrowers graduated or income-sensitive
repayment schedules.

August 10, 1993

The Student Loan Reform Act of 1993, a part of the
Omnibus Budget Reconciliation Act, is signed.

Interest subsidy: Consolidation loans made from
applications received on or after August 10, 1993, are
eligible for interest subsidy during authorized periods of
deferment only if al underlying loans are subsidized
Stafford loans.

Loan types: The Federal Direct Loan Demonstration
Program authorized under the Higher Education
Amendments of 1992 is replaced with an expanded pilot.

October 1, 1993

Annual loan limit: Stafford annual loan limitsare increased
to $8,500 for graduate and professional students.

Disbursement rules: PLUS loans first disbursed on or after
October 1, 1993, must be multiply disbursed under the
same conditions as SL S loans.

Lender fee: Lenders must pay a 0.5% fee for all FFELP
loans disbursed on or after October 1, 1993. Thisfee may
not be passed on to the borrower. Lenders of Consolidation
loans must pay the Department monthly consolidation fees
of 1.05% of the total outstanding loan balance of
Consolidation loans (principal and interest) made on or
after October 1, 1993. This fee may not be passed on to the
borrower.

Loan guarantee: Loans first disbursed on or after
October 1, 1993, are insured at 98% of the principal and
outstanding interest filed as a claim by the lender.

Reinsurance: The reinsurance fee paid by guarantorsto the
Department is eliminated for loans first disbursed on or
after October 1, 1993. Loans first disbursed on or after
October 1, 1993, arereinsured at amaximum of 98% of the
principal and interest filed with the Department by the
guarantor.

1994

April 29, 1994

Closed school 1oan discharge: A borrower may be eligible
for aclosed school 10an discharge as long as the borrower
did not transfer any portion of the academic credits or clock
hours earned at the closed school through a teach-out at
another school.

July 1, 1994

Additional unsubsidized Safford funding: If a school
certifiesaPLUS loan for an eligible parent and the parent
dies during the loan period, the parent’s death creates a
sufficient “exceptional circumstance” to permit the school
to certify additional unsubsidized Stafford loan funds for
the student for the current academic year, not to exceed the
student’s additional unsubsidized Stafford loan limit. Any
eligible PLUS loan proceeds delivered prior to the date of
the parent borrower’s death must be included in the
estimated financial assistance used in determining the
student’seligibility for the additional unsubsidized Stafford
loan funds.

Annual loan limit: Loan limits for unsubsidized Stafford
loansfor independent students (and students whose parents
are unableto receive aPLUS |oan) areincreased to $6,625
for first year enrollment (a$4,000 increase), $7,500 for
second year enrollment (a $4,000 increase), and $10,500
for subsequent years of undergraduate enrollment (2 $5,000
increase). Graduate annual loan limits are increased to
$18,500 (a $10,000 increase). Borrowers are dligible for
these increased limits to the extent that they exceed the
amount of funds received under the subsidized Federal
Stafford Loan Program.

Consolidation loans. Consolidation loans are no longer
subject to a minimum loan amount.

Interest rates: Interest rates for Stafford loans first
disbursed on or after July 1, 1994, are variable rates,
calculated at the T-bill rate plus 3.10%, capped at 8.25%.
Stafford loan interest rates for “repeat borrowers’ are no
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longer tied to the rate at which the borrower previously
received his or her loan. Interest rates for PLUS loans are
revised to the T-hill rate plus 3.1%, capped at 9%. The
annual interest rate for Federal Consolidation loans made
on or after July 1, 1994, and for which the lender received
the consolidation application prior to November 13, 1997,
is the weighted average rate of al loansincluded in the
consolidation rounded up to the nearest whole percent. The
9% minimum annual interest rate is no longer applicable.

Leave of absence: Studentsin an approved leave of absence
are considered to be withdrawn for purposes of calculating
refunds and determining continuous in-school status. For
deferment purposes, students are considered to be enrolled
during the leave.

Loan types: The Federal SLS Loan Program is eliminated.
As aresult, independent undergraduate students (and
dependent students whose parents are unable to obtain
PLUS loans) are offered additional unsubsidized Stafford
loan eligibility equal to the prior SLS annual and aggregate
[oan limits.

Origination fee: Origination feesfor all FFELP loans first
disbursed on or after July 1, 1994, are 3%. Guarantors are
prohibited from collecting guarantee fees exceeding 1%.
The combined origination/guarantee fee for unsubsidized
Stafford loans is revoked.

Repayment terms: Repayment schedules for loans with
original balances of less than $7,500 may not exceed 10
years.

October 20, 1994

President Clinton signsinto law the Improving America’s
School Act of 1994 (PL. 103-382), which alows Nursing
Student Loans to be included in a Consolidation loan and
changes the record retention requirements for schools.

Consolidation loans. Borrowers are able to consolidate
Nursing Student L oans into a Consolidation loan that is
made on or after October 20, 1994. A borrower may not
retroactively add those |oans to a Consolidation loan made
before October 20, 1994.

Record retention: All required recordsrelating to a student
or parent borrower’s eligibility for, and participationin, the
FFEL P must be kept for 3 years after the end of the award
year inwhich the student last attended the school . An award
year is the period between July 1 of agiven calendar year
and June 30 of the following calendar year. In addition, a
school must keep copies of all reports (such asits SSCRs)
and formsused by the school to administer FFEL Ploansfor
3 years after the end of the award year in which those

records were submitted. Any records relating to aloan,
claim, or expenditure questioned in an audit, program
review, investigation, or other review must be retained until
the later of the resolution of the question or the end of the
retention period applicable to the record. Schools are
encouraged to keep records longer than the minimum 3-
year period to aid in their defense of cohort default rate
appeals, claims of false certification, or other borrower
defenses. These requirements are effective for any record
that meets the 3-year retention requirement on or after
October 20, 1994.

1995

March 1995

Audit: The Department publishes an audit guide on annual
compliance audits. The following provisions are included
intheinitial instructions published with the audit guide for
lenders:

- Forinitial audits, alender with afiscal year ending July
23 through December 31 isrequired to choose between
having separate audits for fiscal years 1993 and 1994
or acombined audit for the two years.

« Theinitia audit for alender with afiscal year ending
January 1 through July 22 must cover fiscal year 1994.

«  Alender with afiscal year ending January 1 through
March 31 may choose to have acombined initial audit
for fiscal years 1994 and 1995.

July 1, 1995

Bankruptcy: Borrowers who have had previous FFELP
loans discharged in bankruptcy are no longer required to
reaffirm the old debt to be eligible to borrow additional
FFELP funds.

Deferment: Eligibility criteriafor the economic hardship
deferment are revised. Regulations require that deferments
be administered as borrower-specific provisions so that the
borrower may use those deferment entitlements on which
timelimits are placed only for the maximum time frame on
al their FFEL P loans, regardless of when those loans are
made. Thus, a borrower who receives aloan and defersit
based oninternship for 20 months, then takes asecond loan,
iseligiblefor only 4 months of internship deferment on that
second loan.

Eligibility — school: When a school begins participation in
any Title IV program, the school isrequired to send at least
two representatives, including both its president or chief
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executive officer (CEO) and financial aid administrator
(FAA), to the Department’s Fundamentals of Title IV
Administration Training workshop. Also, if a school
changes ownership, structure, or governance, its
representatives must attend the training. The training must
be completed up to 12 months prior to but no later than
12 months after the school executes its Program
Participation Agreement (PPA) or experiences a changein
ownership, structure, or governance.

The CEO may designate another school executive-level
officer to attend the training in lieu of the CEO. The school
may request from the Department a waiver of the training
requirement for the FAA and/or the CEO. The Department
may grant or deny the waiver for the required individual,
require another official to take the training, or require
alternative training.

A school seeking to participate for the first timein aTitle
IV program must not have awithdrawal rateduring itslatest
completed award year that exceeds 33% of its regular,
undergraduate students. The school must includein its
withdrawal calculation every regular student who was
enrolled during the latest completed award year except a
student who, during that period, meets established criteria.

Exceptional performance: Exceptional performer criteria
aredefined, permitting somelendersand lender servicersto
obtain a performance rating that will result in their
receiving 100% reimbursement on claims submitted—
regardless of the disbursement date of the loansincluded in
the claims.

Interest rates: Interest rates on Stafford loans are revised;
lendersearninterest at onerate (T-bill plus 2.5%) during in-
school, grace, and deferred periods, and ahigher rate (T-bill
plus 3.1%) during periods of repayment.

Leave of absence: Leave of absence provisions are
reinstated, but are limited to no more than a 60-day period.
The student is considered to be enrolled for purposes of
enrollment verification and refunds. For a one-year
period—July 1, 1994, through July 1, 1995—studentsin an
approved leave of absence were considered to be
withdrawn for purposes of calculating refunds and
determining continuous in-school status. For deferment
purposes, students were considered to have remained
enrolled during the leave.

PLUS credit check: A PLUS loan applicant with adverse
credit history may obtain acreditworthy endorser to receive
aPLUSIloan. A PLUS|oan applicant is considered to have
adverse credit if, among other conditions, the applicant had
any debt discharged in bankruptcy during the 5-year period
before the date of the applicant’s credit report.

Origination fee: Loans on which origination fees are not
paid promptly by the originating lender are deemed to be
non-reinsured. Thelender or holder may not collect interest
benefits or special allowance on the loans.

Repayment start: Lenders may offer a postponement of
repayment start on SL S loans that is consistent with the
grace on a borrower’s Stafford loan. Previously, borrowers
with both Stafford and SL Sloans entering repayment could
postpone the beginning of their SLS repayment only for 6
months without requesting aforbearance for the additional
months that coincided with their Stafford grace period.

Secial allowance: Special alowance rates on Stafford
loans are revised; lenders earn interest at one rate (T-bill
plus 2.5%) during in-school, grace, and deferred periods,
and a higher rate (T-bill plus 3.1%) during periods of

repayment.
September 30, 1995

Audit: A lender must completeitsinitial audit (or audits) by
September 30, 1995. If the lender is required to submit an
audit report, thereport must be submitted to the Department
by September 30, 1995. The deadline for the compl etion of
the audit is extended to June 30, 1996, for any audit period
in which alender originated or held FFELP loans totaling
$5 million or less.

November 29, 1995

The Department publishesfinal regulationson the Equity in
Athletics Disclosure Act, effective July 1, 1996.

December 1, 1995

The Department publishes final regulations on default
prevention, parity with the FDLP, the Student Right-To-
Know Act, regulatory reform, and ability-to-benefit,
effective July 1, 1996.

1996

March 1, 1996

Dear Colleague Letter 96-G-287/96-L-186 lifts the
Department’s waiver of enforcement of the lender due
diligence provisionsin 34 CFR 682.411, published in the
December 18, 1992, Federal Register and clarifies policy
changes pertaining to lender due diligence.
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April 1, 1996

The Common Manual—Unified Sudent Loan Policy, which
contains both federal and guarantor policies, is adopted by
23 guarantors. The Common Manual was developed from
inception to publication in less than one year.
Acknowledgment for this accomplishment is due to many
individuals and their organizations:

«  Tothe staff of participating guarantors for their time,
patience, and long hours spent going through severa
drafts and compromising on sensitive issues.

«  To National Student Loan Program (NSLP), the
Montana Guaranteed Student Loan Program
(MGSLP), and the Northwest Education Loan
Association (NELA) for providing administrative
leadership and support throughout the devel opment of
the manual.

«  Tothelowa College Student Aid Commission for
guiding the manual through the various draft stages,
receiving numerouseditsfrom the guarantorsinvol ved,
and compiling and inserting the edits into areadable
format.

«  ToTGandtheOregon Student Assistance Commission
for performing fina editing on the manual.

«  To USA Funds, Inc., for providing its December 1994
manual as the foundation for this manual, performing
final editing on the text, and preparing the manual for
publication.

It isin the spirit of partnership and cooperation that this
manual was created.

July 1, 1996

Ability to benefit: Ability-to-benefit (ATB) students may
receive Title 1V funds if they obtain passing scores on
independently administered tests approved by the
Department; obtain passing scores on Department-
approved state tests; or enroll in schools that participate in
state processes that have been approved by the Department.
Thisprovisioniseffectivefor loan applicationscertified for
the 199697 award year and thereafter.

Aggregate loan limit: For purposes of determining if a
borrower has exceeded the aggregate | oan limit, a school or
lender may make certain assumptions about the underlying
Stafford loans (subsidized vs. unsubsidized) in a
Consolidation loan.

Annual loan limit: For loan periods beginning on or after
July 1, 1996, certain health profession students who attend
eligible HEAL participating schools and who have not
borrowed under the HEAL program prior to October 1,
1995, are eligible to borrow unsubsidized Stafford loansin
excess of annual and aggregate limits. To be eligible, a
school must have disbursed HEAL loansin federal fisca
year 1995 (October 1, 1994, through September 30, 1995)
and must not have subsequently withdrawn fromthe HEAL
program.

Bankruptcy: If aborrower files for bankruptcy, alender
should not make any disbursement on any loan for which
the borrower applied and that is approved before the
borrower’s bankruptcy filing. Any funds disbursed but not
yet delivered by the school should be recalled. Loans
scheduled to be disbursed after the date of the bankruptcy
filing should be canceled. These changes apply to
disbursements made on or after July 1, 1996.

Any period of administrative forbearance that is applied in
conjunction with a cure period must be included in the
calculation of the 7-year repayment period for the purpose
of determining dischargeability of aloan in bankruptcy. If a
bankruptcy claimis not filed in atimely manner, alender
need not perform cure activities. Thelender may consider a
loan to have regained reinsurance if the lender is resuming
servicing after receiving notice that the loan was not
discharged in bankruptcy or that the bankruptcy action was
reversed or dismissed. These changes apply to bankruptcy
notifications received by the lender on or after July 1, 1996.

Claim payment: For a non-default claim, the guarantor
purchases all interest that accrues from the interest-paid-
through date through the date the guarantor paysaclaim (if
the lender does not incur any penalties for due diligence
violations or for failure to meet timely filing or refiling
deadlines). Thisappliesto claimsreceived by the guarantor
on or after July 1, 1996.

Claims —returned and refiled: Resubmission of aclaimon
the 31st day through the 60th day, inclusive, after the
guarantor returns the claim to the lender will result in loss
of eigibility for interest, interest benefits, and special
alowance payments beyond the 30th day after the return.
Thisappliesto returned claimsreceived by the lender on or
after July 1, 1996.

Cohort default rates. The defaulted loan of a student who
attended and borrowed at more than one school isattributed
to the respective schools at which the student received a
loan that entered repayment for the fiscal year. A weighted
average cohort default rate is required for schools with
borrowers entering repayment in both FFELP and FDLPin
the same fiscal year; the formula used to calculate the rate
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depends on the type of school and the number of students
entering repayment. Rehabilitated FFELP or FDLP loans
are not considered to be in default for purposes of cohort
default rate calculations. “Enclosure B,” which outlines
cohort default rate appeal procedures, is renamed the
“Official Cohort Default Rate Guide.” Schools are no
longer required to notify the Department of their intent to
appeal cohort default rates. The criteriafor appealing a
school’s cohort default rate were expanded. A school’s
chief executive officer (CEO) must provide a certification,
under penalty of perjury, that al information submitted by
the school in support of its cohort default rate appeal istrue
and correct. For a cohort default rate appeal based on
exceptional mitigating circumstances, aschool must submit
an independent auditor’s opinion regarding the CEO’s
assertion that the information contained in the school’s
appeal is complete and accurate. Implementation of a
default management plan or Appendix D isno longer a
requirement for schools with cohort default rates greater
than 20%. Implementation of Appendix D may not be used
asadefense to loss of eligibility for schools with FFELP
cohort default rates greater than 40%.

Consolidation loans: A borrower may consolidate
defaulted loans by agreeing to repay the Consolidation loan
under an income-sensitive repayment schedule. This
applies to Consolidation loan applications received on or
after July 1, 1996.

Credit bureau reporting: Lenders are strongly encouraged
towait until aborrower isat |east 60 days delinquent before
reporting a delinquency to a credit bureau. This appliesto

credit bureau reporting on or after July 1, 1996.

Cure: These changes are enforced for loans on which the
first day of delinquency on the “oldest outstanding due
date” is after July 1, 1996.

«  Definesthe earliest unexcused violation based on the
type of violation causing the loss of the loan’s
guarantee.

«  Codifiesthat alender must complete the prescribed
cure activities and reinstate aloan’s guarantee within a
specific 3-year time frame.

«  Thelender must complete the intensive collection
activities (ICA)/location cure procedure (that is, the
default claim must have been filed) by the 3-year
deadline.

Data matches: The Department will perform a data match
with the Social Security Administration to confirm claims
of U.S. citizenship made on the FAFSA. The Department

also will conduct adatamatch with the Selective Serviceto

verify amale student’ sregistration status. These provisions
are applicable to loans certified for periods of enrollment
beginning on or after July 1, 1996. For loan applications
certified for the 199697 award year and after, the
Department will conduct a data match with the Social
Security Administration to verify the Social Security
number a student provides on the FAFSA.

Deferment: A borrower who has defaulted on aloan is not
eligiblefor adeferment unlessthe borrower makes payment
arrangements acceptabl e to the lender to resolve the default
prior to payment of the default claim by the guarantor. This
applies to deferment requests received by the lender on or

after July 1, 1996.

To obtain an unemployment deferment, a borrower may
provide thetitles (in lieu of the names) of the six persons
contacted in an attempt to secure employment. Thisapplies
to unemployment deferments granted by the lender on or
after July 1, 1996.

Delivering loan funds: The following changes apply to
funds credited to the student’s account on or after July 1,
1996:

+ A school may use Stafford or PLUS loan proceeds to
pay minor prior-year charges that do not exceed $100;
loan proceeds can be applied to prior-year chargesthat
exceed $100 if doing so will not prevent the student
from paying his or her current year costs.

Disability discharge (total and permanent): Within 30 days
of receiving payment of a disability discharge claim, the
lender is required to return to the sender any payments
received from, or on behalf of, aborrower after the date a
physician certifies that the borrower istotally and
permanently disabled. This appliesto total and permanent
disability claimsfiled by the lender on or after July 1, 1996.

Disclosures: Beginning with the 1996-97 award year
schools must disclose completion/graduation and transfer-
out rates to current and prospective students.
Correspondence schools are no longer required to provide
prospective students with a schedule for submission of
lessons for courses of study beginning on or after July 1,
1996.

Duediligence: A lender must give the borrower 30 days
from the date the final demand letter is mailed to repay
principal and interest, plus interest and special allowance
paid by the Department, on any portion of aloan that is
ineligible. Thisappliesto final demand letters mailed on or
after July 1, 1996.
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Thefollowing changes are enforced for loans on which the
first day of delinquency on the “oldest outstanding due
date” isafter July 1, 1996. The “oldest outstanding due
date” isthe date from which the current 180-day due
diligence counter is based and is sometimes referred to as
the “latest,” “current,” or “next” due date. The following
provisions are included:

- Permitslendersto substitute forceful collection letters
for telephone contacts with borrowers who are
incarcerated or live outside a state, Mexico, or Canada.

«  Replaces 30-day buckets with new due diligence
windows of 1-10 days delinquent and 11-180 days
delinquent.

+ Reqguiresafina demand lette—which givesthe
borrower 30 days to bring the loan out of default—on
or after 151st day of delinquency (was day 151-180).
An exception is permitted if the borrower’s addressis
unknown and remains unknown after the lender has
exhausted all required skip tracing activities. In such
instances, the lender is excused from sending the
borrower afinal demand letter, unless avalid address
for the borrower is obtained on or before the 150th day
of delinquency (the 210th day for loans payablein
installments less frequent than monthly).

«  Establishescollectionrulesfor arolling delinquency or
special occurrenceif 1-10 days delinquent, 11-90
days delinquent, 91-120 days delinquent, or morethan
120 days delinquent, as aresult of the event.

- Permitsalender to continue collection efforts required
in the 11-180 days of delinquency after sending the
final demand | etter to the borrower. Specifiesthat those
collection efforts should be restricted to diligent
telephone efforts.

+  Requiresalender to perform telephone skip tracing
activitiesif the lender discovers—even on the last
required attempt to make adiligent effort to contact the
borrower—that the telephone number isinvalid.

« Clarifiesthat at least one diligent effort to contact the
borrower by telephone must occur on or before the
90th day of delinquency.

«  Definesgap in collection activity.

- Definesdiligent effort for telephone contacts.

Defines telephone and address skip tracing
reguirements and establishes time frames.

Prescribes due diligence requirements for endorsers.

Preempts any state law conflicting with lender
collection requirements.

Defines “made-up” collection activity.

If alender determinesthat it does not know the current
telephone number for adelinquent endorser, the lender
must diligently attempt to obtain avalid telephone
number through the use of normal commercial skip
tracing techniques. If the lender determinesthat a
delinquent endorser’s telephone number is incorrect
after it sends the final demand letter, the lender need
not attempt to find a valid telephone number.

For delinquent borrowers, alender’s skip tracing
techniques must include an inquiry to directory
assistance or acomparable service.

A due diligence gap starts the day after the date the
lender receives a new correct telephone number for a
delinquent borrower.

Eligibility — borrower and student: For loans certified for
periods of enrollment beginning on or after July 1, 1996:

A stepparent is eligible for aPLUS |oan if the
stepparent’s income and assets have been taken into
account when cal culating a dependent student’s EFC.

Secondary confirmation of an applicant’s eligible
noncitizen statusis not required if the status was
confirmed in a previous award year or if the school
does not have conflicting information or reason to
believe that the applicant’s claim of citizenshipis
incorrect.

If aparentisdenied aPLUS|oan dueto adverse credit,
thisdenia can be considered “exceptional
circumstances.” Only one parent need be denied a
PLUSIoan and the student’s family must be otherwise
unable to provide the expected family contribution in
order for a dependent student to be eligible for an
additional unsubsidized Stafford loan; however, if any
of the student’s parents subsequently becomes eligible
for aPLUS loan, undelivered disbursements of the
additional unsubsidized Stafford loan must be
canceled.
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For loan applications certified for the 199697 award year
and after, students who enroll in service academies but
withdraw before graduating (under any circumstances
except a dishonorable release) are considered veterans for
purposes of determining dependency status.

For loan applications certified on or after July 1, 1996, a
student borrower seeking a Stafford loan or a student for
whom a PLUS loan is being obtained must not have
property subject to ajudgment lien for a debt owed to the
United States.

A student may self-certify that he or she has at least ahigh
school diploma or the recognized equivalent of a high
school diploma, or has completed a secondary school
education in ahome-schooled setting.

A student isrequired to update his or her dependency status
if it changes during the award year regardless of whether
the student is selected for verification. The only exception
isif the student’s dependency status changes astheresult of
achange in marital status. If the student’s last remaining
parent diesafter the student submitsthe FAFSA, the student
must update his or her dependency status on the Student
Aid Report (SAR) and report income and assets as an
independent student.

A borrower isineligible for a FFELP loan if the borrower
has had a prior FFELP loan partially or totally written off
by aguarantor. To become eligibleto receive anew FFELP
loan, aborrower must reaffirm the written-off |oan, provide
confirmation of that reaffirmation to the school, and be
otherwise éligible for the loan. A borrower whose prior
FFELP loan has been partially or totally written off by a
lender is not required to reaffirm the written-off loan as a
condition of eligibility.

Eligibility—school: A school will lose FFELP eligibility 30
calendar days after the date it receives notification that its
three most recent cohort default rates are 25% or greater—
unless an appeal isfiled. Limitation, suspension, and
termination actions may be taken against a school with any
combination of a FFELP, FDLP, or a weighted average
cohort default rate that is equal to or greater than 25%.

Endorser: An endorser isreleased from his or her
repayment obligation if (1) the borrower dies or (2) on or
after July 23, 1992, the student for whom a parent received
aPLUSIloandies, or (3) theloanisdischarged for any other
reason. This applies to death certificates received by the
lender on or after July 1, 1996.

FAFSA: The Statement of Educational Purpose has been
added to the FAFSA.

Forbearance: A lender may apply an administrative
forbearance if aborrower requests repayment alignment of
his or her Stafford and SL S loans. This change appliesto
loans that are eligible for repayment alignment on or after
July 1, 1996.

A lender may grant an administrative forbearance to a
borrower to cover any period of delinquency that exists
after the close of a period of deferment or mandatory
forbearance. This appliesto all deferments and mandatory
forbearances with end dates on or after July 1, 1996.

Foreign school: Foreign schools must comply with federal
regulations, unless exempted by the Department.

Guarantee fee: A lender must refund a prorated portion of
the guarantee fee to the borrower’s account if aloan or a
portion of aloan is returned by the school to the lender on
or after July 1, 1996. Lenders are encouraged to use a
standard refund formula.

Late disbursement/post-withdrawal disbursement: If a
lender makes a late disbursement 61-90 days after the
borrower is no longer enrolled at least half time, it isthe
school’s responsibility to determine and document that
exceptional circumstances exist. This appliesto loan funds
delivered by the school on or after July 1, 1996.

Loan amount: Once a prorated loan amount has been
certified, the school need not recal culate the borrower’s
digibility if the number of hours for which the student is
enrolled changes. This change is applicable to loans
certified for periods of enrollment beginning on or after
July 1, 1996.

Loan certification: For loan applications certified on or
after July 1, 1996:

+ A school may certify aloan for the entire academic
year in which aborrower regains Title IV digibility
after default.

« A school may certify a PLUS application before the
FAT or equivalent datais received.

A school is prohibited from charging afee for completing
or certifying any FFEL P document or for providing any
information necessary to receive a FFEL P loan or program
benefit.

After aschool has certified a Stafford loan, the loan
certification cannot be changed to reflect achangein
dependency status. However, the school may use the
updated status to recal culate the expected family
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contribution and certify additional loansif the student
qualifies. The schooal is liable for any overpayment of
Stafford loan funds due to recal culation errors.

Notices and authorizations: When a school notifiesa
borrower by el ectronic meansthat |oan fundswere credited
to the student’s account, the borrower must confirm receipt
of that notice.

NSLDS. The Department issues Dear Colleague Letter
GEN-96-13 to announce the availability of the National
Student Loan Data System (NSLDS) to meet the regulatory
requirements for obtaining financial aid transcript (FAT)
information for purposes of determining student eligibility
for Federa Title IV student assistance. Effective with the
implementation of NSLDS reporting, applicable
procedures may be included by the guarantor in a school
program review. Beginning with the 1996-97 award year,
schools may access the NSLDS to obtain financial aid
transcript data.

For each transfer student applying for Title 1V aid, aschool
must obtain and evaluate financial aid transcript (FAT) data
from the National Student L oan Data System (NSLDS) for
each school the student attended previously. A school is
required to complete and return paper FATswhen requested
to do so by another school. A school may certify or decline
to certify a Stafford or PLUS loan application and
promissory note, but may not rel ease the proceeds of any
Stafford or PLUS loan before receiving and eval uating data
from NSLDS or a paper FAT, as applicable. Thischangeis
effectivefor FAT datarequested by schoolsfor the 1996-97
award year and after.

In determining whether a student has ever defaulted on any
Title IV loan, schools may rely on NSLDS financia aid
history information (or transcripts from other schoolsinthe
case of amid-year transfer student) and on information
provided by the student or parent borrower during the
application process, unless the school receives conflicting
information. The school must reconcile al conflicting
information before delivering any funds. This changeis
effective for FAT information regquested by schools for the
1996-97 award year and after.

Origination fee: A lender must refund a prorated portion of
the origination fees to the borrower’s account if aloan or a
portion of aloan is returned by the school to the lender on
or after July 1, 1996. Lenders are encouraged to use a
standard refund formula.

Payment application: A lender may credit an entire
payment first to any late charges or collection costs, then to
any outstanding interest, and then to outstanding principal .
Unless the borrower requests otherwise, a payment that

equals or exceedsthe regularly scheduled payment amount
must be applied to future installments. A borrower’s due
date may be advanced if the payment received iswithin
$5.00 of the amount due; thistolerance cannot be applied to
acuring payment. These changes apply to payments
received on or after July 1, 1996.

Record retention: Schoolsmust retain any recordsrelated to
unresolved audits that begin or are in progress on or after
July 1, 1996.

Refunds: A school must pay refundsto lenders within 60
days of the date that the student withdraws or isexpelled. If
a student does not return to school at the expiration of an
approved leave of absence, the refund must be sent within
30 days of the date the leave of absence expires or the
student notifies the school that he or she will not be
returning, whichever is earlier. This appliesto refunds for
students who withdraw, are expelled, or do not return from
leaves of absence on or after July 1, 1996.

Repayment start date: A 30-day extension of the first
payment due date for a SLS loan is permitted if an
extension is necessary for the lender to comply with the
reguirement that the payment disclosure be sent to the
borrower no less than 30 days before the first payment is
due. The 30-day extension had previously only applied to
Stafford loans. This change applies to loans that enter or
reenter repayment on or after July 1, 1996.

Changescodify the Dear Colleague Letter 88-G-138ruleto
set the first due date within 45 days or within 75 days for
late notification or early withdrawal.

Repayment terms: A lender may apply an administrative
forbearance if aborrower regquests repayment alignment of
his or her Stafford and SL S loans. To align repayment of
Stafford and SL S loans, the borrower need only have one
Stafford loan that has not yet entered repayment. Thelength
of the postponed SL S repayment period is determined by
the Stafford loan with the longest applicable grace period.
These changesapply toloansthat areeligiblefor repayment
alignment on or after July 1, 1996.

Satus changes and reporting: Upon request, aschool must
promptly provide the Department, a lender, or a guarantor
with any information it has regarding the address, name,
employer, and employer address of any borrower who
attends or has attended the school. This applies to changes
reported to the school by the student or another reliable
source on or after July 1, 1996.

For deferment and enrollment status reporting purposes, if
a student does not return for the next scheduled term
following asummer break or summer bridge deferment, the
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school must determinethe student’swithdrawal date within
30 days after the first day of the next scheduled term. This
appliesto scheduled terms that begin on or after July 1,

1996, for students who fail to return from a summer break.

August 22, 1996

Eligibility — borrower and student: Noncitizen eligibility
requirements are modified based on the Personal
Responsibility and Work Opportunity Reconciliation Act
of 1996 (effective August 22, 1996). Further guidance was
subsequently provided by the Department of Education in
DCL GEN-98-2. The new €ligibility criteriafor FFELP
borrowersincludes noncitizens with a Departure Record (1-
94) from the U.S. Immigration and Naturalization Service
(INS) indicating one of the following statuses:

« Alien paroled into the U.S. for at least one year.

«  Alien granted a stay of deportation [pursuant to 8
U.S.C. section 1253(h)] due to fear of persecution on
account of race, religion, or political opinion.

«  Conditional Entrant (valid if 1-94 was issued before
April 1, 1980).

The changes indicate the elimination of eligibility for
certain categories of noncitizens previously determined to
be eligible: Temporary Resident, Indefinite Parolee,
Humanitarian Parolee, and Cuban-Haitian Entrant.
Acceptabledocumentation for determining U.S. citizenship
status includes a U.S. passport.

Delivering loan funds: A school may deliver fundsto an
otherwise eligible student pending INS response to
secondary confirmation, provided at |east 15 business days
have elapsed since the school submitted the documentation
to INS. Citizens of the Federated States of Micronesia, the
Republic of the Marshall Islands, and Palau are not eligible
for FFELP funds at any participating school, but may be
eligible for other types of Title IV aid. These changes are
effective for loan applications certified by the school on or
after August 22, 1996.

September 1, 1996

Bankruptcy: If thelaterefiling of abankruptcy claim results
in aguarantor’s missing any court-established deadlines,
the result will be permanent cancellation of the guarantee
on theloan, except in limited circumstances. Thisappliesto
returned claims received by the lender on or after
September 1, 1996, unless implemented earlier by the
guarantor.

Consolidation loans: A PLUS borrower may consolidate
his or her PLUS loansiif the dependent student for whom
the parent has borrowed is enrolled at least half time. This
applies to Consolidation loan applications received by the
lender no later than September 1, 1996.

NSLDS: The Department issues Dear Colleague Letter
GEN-96-17/96-L.-189/96-G-291 that describesthe
implementation of the Student Status Confirmation Report
(SSCR) function of the National Student Loan Data System
(NSLDS). The guarantor is no longer responsible for the
distribution and collection of SSCRs once the school
receives aletter from the Department confirming the
school’s successful SSCR testing with the NSLDS. The
Department, viathe NSLDS, is responsible for ensuring
that SSCR information is distributed to the appropriate
guarantor and, in some cases, lenders. Thischangeis
effective on and after the date the school receives aletter
from the Department indicating that the school has
successfully tested its SSCR process through the NSLDS.

Satus changesand reporting: A guarantor will assumethat
the lender’s receipt date of enrollment information isthe
day a guarantor successfully transmits such information
electronically to the lender. If an enrollment update report
is generated in the last 7 days of the month, the lender
receipt date is assumed to be no later than 5 days after the
end of the month. These changes apply to enrollment
information generated by the guarantor on or after
September 1, 1996.

Enrollment information must be reported whenever the
enrollment status for an individual student changes. The
enrollment status changesthat must be reported include any
change that the school is required to report through
enrollment reporting. Examples of enrollment changes that
aschool isrequired to report include a change from full-
time to half-time status, a change from half-time to less-
than-half-time status, a withdrawal, a graduation, or an
approved leave of absence that complies with Title 1V
requirements. If a student’s enrollment status changes and
the school does not expect its NSLDS enrolIment reporting
to be completed within the next 60 days, the school must
submit an ad hoc report within 30 days. These changes
apply to school enrollment reporting beginning in
September 1996.

Reinstatement of Title 1V eligibility: A borrower who
reguests reinstatement of Title 1V eligibility, but is not
requesting a new loan, is allowed to make the six required
payments either before or after requesting reinstatement; at
least one payment must be made by the borrower at or after
the time of the request. This appliesto loan applications

20 Appendix H: History of the FFELP and the Common Manual—April 2008


http://ifap.ed.gov/dpcletters/doc0468_bodyoftext.htm
http://ifap.ed.gov/dpcletters/doc0090_bodyoftext.htm
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=browse_usc&docid=Cite:+8USC1253
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=browse_usc&docid=Cite:+8USC1253
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=104_cong_public_laws&docid=f:publ193.104
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=104_cong_public_laws&docid=f:publ193.104
http://frwebgate.access.gpo.gov/cgi-bin/getdoc.cgi?dbname=104_cong_public_laws&docid=f:publ193.104

H.1 History of the FFELP and the Common Manual

certified by the school or requestsfor reinstatement of Title
IV eligibility received from the borrower on or after
September 1, 1996.

November 1996

Audit: The Department announces the deadline for the
completion of the lender audit isextended to June 30, 1998,
for any audit period in which alender originated or held
FFELP loans totaling $5 million or less.

November 27, 1996

The Department publishes final regulations on regulatory
relief, record retention, conflict of interest, and guarantor
and lender due diligence, effective July 1, 1997.

November 29, 1996

The Department publishes final regulations on cash
management and financial responsibility for schools,
effective duly 1, 1997.

December 31, 1996

Audit: A lender isrequired to submit the compliance audit
report to the Department if, for thefiscal year being audited,
it made or held:

«  FFELPloanstotaling $10 million or more.

«  Morethan $5 million but less than $10 million in
FFEL P loans and its compliance audit report identifies
findings of noncompliance.

A lender who made or held FFEL Ploanstotaling morethan
$5 million but less than $10 million for the fiscal years
being audited and whose report does not disclose findings
of noncompliance must retain those reports for a period of
5 years and submit them to the Department only if
requested. Historically, meeting the requirement to submit
an annua compliance audit for alender who made or held
lessthan $5 million in FFEL P loans has been delayed. This
is effective for fiscal years ending on or after

December 31, 1996.

1997

January 16, 1997

Annual loan limit: The criteriafor determining annual loan
limits for students taking preparatory coursework are
revised:

« A student who istaking preparatory coursework that
the school has determined and documented to be
necessary for the student to enroll in an undergraduate
program may borrow at the first-year undergraduate
loan level.

« A student who istaking preparatory coursework that
the school has determined and documented to be
necessary for the student to enroll in a graduate or
professional program may borrow at the fifth-year
undergraduate loan level.

These changes are effective for |oan applications certified
by the school on or after January 16, 1997.

February 1, 1997

Duediligence: If al four required diligent effortsto contact
the borrower by telephone have been completed and the
lender subsequently becomes aware it does not have a
correct telephone number for the borrower, the lender is not
reguired to perform telephone skip tracing activities. This
change is effective for borrower telephone numbers
determined by the lender to be invalid on or after
February 1, 1997.

If alender learns that a reference does not know the
borrower’s current whereabouts, does not anti cipate contact
with the borrower in the future, or that the referenceis not
acquainted with the borrower, the lender must note this
information in the loan’s servicing history and is not
required to contact that reference again. This changeis
effective for borrower addresses or telephone numbers
determined by the lender to be invalid on or after
February 1, 1997.

Endorser: If the PLUS loan applicant is required to obtain
an endorser in order to be eligible for the PLUS loan, the
student for whom the PLUS loan is being obtained cannot
serve as the endorser. This appliesto PLUS loan
applications received by the lender on or after

February 1, 1997.
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March 1, 1997

Interest rates: A lender who offersdiscounted interest rates
must notify the borrower that the lower interest rate endson
the date adefault or ineligible borrower claimis purchased
by the guarantor. A lender is required to provide
documentation of this notice if a borrower challengesthe
guarantor or the Department of Education for charging the
applicable statutory maximum interest rates during
postclaim interest accrual. If theissue goesto court and the
court’s decision in favor of the borrower makes the loan
unenforceable at the maximum statutory interest rate, the
lender will be required to repurchase the loan and the
guarantee will be withdrawn permanently. The lender may
be required to reimburse the guarantor for any court costs
or court-imposed fines or penalties. This appliesto loans
beginning repayment at a reduced interest rate on or after
March 1, 1997.

NSLDS Schools that have received aletter from the
Department confirming successful submission of a Student
Status Confirmation Report (SSCR) roster file to the
National Student Loan Data System (NSLDS) are exempt
from the requirement to process SSCR rosters received
directly from guarantors. Schools that have not received a
letter from the Department confirming successful
submission of an SSCR roster file to the NSLDS must
respond both to SSCRroster filesreceived fromtheNSLDS
and SSCRs received from guarantors until otherwise
notified by the Department. These changes are effective for
SSCR roster filesreceived by aschool from the Department
on or after March 1, 1997.

A school may berequired to report achangeinthe student’s
enrollment status that affects the grace period, repayment
responsibility, or deferment privileges of a borrower
through an ad hoc report. An ad hoc report must be
submitted within 30 days unless the school expectsto
submit a Submittal File within the next 60 days.

Reinstatement of Title 1V eligibility: A guarantor will
review the most recent 6-month period to determine
whether aborrower qualifies for reinstatement of Title IV
eligibility. Each of the six required payments must be
received within 15 days of the due date for the 6 months
immediately preceding the date the guarantor receives the
borrower’s new loan application and promissory note or
regquest for reinstatement. This appliesto loan applications
or requests for reinstatement received by the guarantor on
or after March 1, 1997.

Repayment start: For a Stafford loan converted to
repayment on or after March 1,1997, the lender must use
the day-specific method for converting the loan to

repayment.

Social Security Number documentation/reporting: A
passport is no longer accepted as a valid source document
for initiating and reporting a Social Security number
change. A state driver’s license or a state-issued
identification card for those states in which the Socia
Security number islisted on the license or identification
card has been added as a resource document for the
initiating and reporting an Socia Security number change.
Thisappliesto Socia Security number changesinitiated or
reported on or after March 1, 1997.

If aschool becomes aware of any Social Security number
(SSN) change, the school is expected to verify the correct
SSN by obtaining acopy of an acceptabl e source document
from the following list:

«  Socia Security card or other Social Security
Administration document.

« Incometax return or W-2 form.
- Officia military orders, documents, or papers.

« Loan application (if the discrepancy resulted from a
datainput error).

. Statedriver'slicense or state-issued identification card
on which the SSN islisted.

Changes to a student’s SSN must be reported to the
guarantor through NSL DS using the SSCR or an equivalent
process. If the change isto a parent borrower’s SSN, the
school must continue to notify the guarantor directly. If the
guarantor requires the supporting documentation for any
SSN change, the school must provide it. Schools may
contact individual guarantors for more information on
procedures for reporting SSN changes. This changeis
effective for student SSN changesidentified by a school on
or after March 1, 1997.

April 1, 1997

Closed school loan discharge: If aclosed school claim
includes FFEL P loansthat have been paid in full asaresult
of a Consolidation loan, the consolidating lender must
submit the original application and promissory note for the
underlying FFEL P loan(s) assigned to the guarantor.
However, if theloan(s) that qualifiesfor dischargeispaidin
full asaresult of consolidation, or consistssolely of FFELP
loans paid in full by or on behalf of the borrower and the
original or the true and exact copy of the application and
promissory note cannot be located, the guarantor and the
lender must examine their records and any documentation
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submitted by the borrower to determine if the borrower
qualifies for adischarge or refund. This applies for claims
filed by the lender on or after April 1, 1997.

Eligibility — borrower and student: A baptismal certificate
or voter registration card may not be used as acceptable
documents for secondary confirmation of a student’s or
parent’s citizenship. This appliesto citizenship
verifications requested by the school on or after

April 1, 1997.

False certification loan discharge: If afalse certification
claim includes FFEL P loansthat have been paidin full asa
result of a Consolidation loan, the consolidating lender
must submit the original application and promissory note
for the underlying FFEL Ploan(s) assigned to the guarantor.
However, if theloan(s) that qualifiesfor dischargeispaidin
full asaresult of consolidation, or consists solely of FFELP
loans paid in full by or on behalf of the borrower and the
original or the true and exact copy of the application and
promissory note cannot be located, the guarantor and the
lender must examine their records and any documentation
submitted by the borrower to determine if the borrower
qualifies for adischarge or refund. This applies for claims
filed by the lender on or after April 1, 1997.

Forbearance: A lender may grant aforbearance
retroactively to resolve the borrower’s delinquency,
provided the duration of each forbearance agreement does
not exceed the maximum 12-month limit. This changeis
effective for forbearances granted by the lender on or after
April 1, 1997.

May 1, 1997

Bankruptcy: If the lender receives a Notice of the First
Meeting of Creditors (the Notice) or other confirmation
from the bankruptcy court (directly either from the court or
from another source) that a borrower hasfiled for relief
under any chapter of the bankruptcy code, the lender must
cease collection activities and may not file a preclaim
assistance request with the guarantor. Further, if the lender
hasalready filed for preclaim assi stance and receives notice
of any bankruptcy action, the lender must immediately,
within 5 business days of the lender’s receipt of the Notice,
notify the guarantor to cancel preclaim activitiesbased on a
bankruptcy action filed on the borrower’sloans. If the
lender’s failure to comply resultsin the court determining
the loan to be unenforceabl e, the guarantee on the loan will
be permanently canceled. Further, the lender will be
required to reimburse the guarantor for costs associated
with defending itself against contempt of court charges on
the account if those charges are based solely on thelender’'s
failure to comply with these provisions and can be
demonstrated accordingly. In the event the lender receives
notice that the bankruptcy action has ended and the loan

remains enforceable and is deemed nondischargeable; the
bankruptcy caseis dismissed; or dischargeis reversed, the
lender must treat the loan as though it were in forbearance.
This change is effective for loans on which the lender
receives the bankruptcy notification on or after

May 1, 1997.

Consolidation loans: A guarantor will guarantee a
Consolidationloan only if the borrower (or borrowersinthe
case of spouses applying to consolidate their loans) has one
or more active loans currently held by the guarantor except
as otherwise agreed on a case-by-case basis by the lender
and guarantor. Thisis effective May 1, 1997.

Satus changes and reporting: A lender must not adjust the
borrower’s anticipated graduation date (AGD) if the lender
receives enrollment information as part of an in-school
deferment request that is certified for an academic period
that ends earlier than the borrower’s AGD of record and no
conflicting AGD information isincluded on the enrollment
certification. The lender must document that it received
information from the school, but need not report to the
guarantor any information regarding the loan’s status,
except to fulfill the NSLDS lender manifest reporting
reguirements. If thelender receives enrollment information
that is certified for an academic period that ends after the
borrower’'s AGD of record, the lender should adjust the
borrower’s AGD to agree with the information provided on
the enrollment certification. The lender may process the
deferment through the academic period end date certified
by the school or the AGD of record, whichever islater, if the
enrollment verification information used to certify the
borrower’s deferment eligibility does not include an AGD.
This change is effective for in-school deferment requests
received by the lender on or after May 1, 1997.

May 31, 1997

Audit: Delaysin the publication of the servicer audit guide
resulted in the Department allowing servicersto submit the
first audit by May 31, 1997. Periods covered by theinitial

audit depend on when the lender servicer’sfiscal year ends:

«  If thefiscal year ends June 30 through October 31, the
lender servicer may combine the annual compliance
audit for fiscal years 1995 and 1996, or may have
separate audits performed for each of those years.

+ If thefiscal year ends November 1 through
December 31, thelender servicer isrequired to haveits
initial compliance audit performed for fiscal year 1995.

« If thefiscal year ends January 1 through June 29, the
lender servicer isrequired to haveitsinitial compliance
audit performed for fiscal year 1996.
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If alender’s servicer had an independent audit of its
servicing functions performed for fiscal year 1995 and
1996 to support the lender audit requirement, the servicer
may submit those audits to the Department as meeting its
servicer audit requirement for those fiscal years, provided
that those audits meet certain standards. These changes
reflect guidance givenin Dear Colleague Letter (DCL) LS
97-01 and the “Audit Guide: Compliance Audits
(Attestation Engagements) for Lenders and Lender
Servicers Participating in the Federal Family Education
Loan Program,” published December 1996.

June 1, 1997

Eligibility — borrower and student: Effective for loans
certified by the school onor after June 1, 1997, independent
undergraduate borrowers, dependent borrowers whose
parents are unabl e to borrow PLUS loans, and graduate and
professional student borrowers may continue to borrow up
to their individually applicable subsidized and
unsubsidized aggregate |oan limits, regardless of the“ base”
or “additional” unsubsidized |oan amounts borrowed.
Specia calculations are required if a student’s status
changes from independent to dependent or if a dependent
student borrower’s parent, who initially was unable to
borrow aPLUS loan, is later determined eligible. In these
cases, the school must calculate the student’s remaining
aggregate loan eligibility by totaling only those portions of
loans that represent the student’s “base” Stafford loan
amounts. These changes reflect guidance given in Dear
Colleague Letter GEN-97-3.

July 1, 1997

Final regulations on regulatory relief, record retention,
conflict of interest, guarantor and lender due diligence, and
cash management take effect.

Audit: Schools are required to perform both annual
compliance and financial audits based on their fiscal year.
These audits must be submitted within 6 months of the end
of their fiscal year. The financial statement must include a
detailed description of related entities and should list
parties related to the school and details that enable the
Department to readily identify the related entities. A
proprietary school must disclose in afootnoteto its
financial state the percentage of its revenues derived from
Title IV programs during the covered fiscal year. Each
compliance audit must cover al TitlelV transactionsin that
fiscal year and all transactions that occurred since the
period covered by itslast compliance audit. The school
must permit the Department or its authorized representative
accessto any records or documentation that would assist in
thereview of the school’sthird-party servicer’'scompliance
or financial statement audit. Foreign schools also must

submit an audited financial statement of the most recently
completed fiscal year. If aschool receives less than
$500,000 (U.S.) in TitlelV program fundsduring that fiscal
year, its audited financial statement for that year may be
prepared under the auditing standards and accounting
principles of the school’s home country. If aforeign school
receives $500,000 (U.S.) or morein Title IV program funds
during its most recently completed fiscal year, the school
must submit its audited financial statement in accordance
with U.S. federal regulation and satisfy the general
standards of financial responsibility outlined for schoolsin
the United States or must qualify under an alternate
standard of financial responsibility specified in regulation.
These requirements are effective July 1, 1997.

A third-party servicer that contracts with more than one
lender must have performed a compliance audit that covers
the servicer’sadministration of TitlelV programsfor all the
lenders for which it services. This requirement may be
satisfied with asingle audit of all the servicer’sfunctionsif
the audit encompasses all the services provided for the
lenders for which it provides such services. These
provisions are effective July 1, 1997.

Authorizations and certifications: The following changes
areeffectivefor authorizations obtained by aschool to carry
out the activities described under 34 CFR 668.165(b)(1)
beginning on or after July 1, 1997:

«  Schools must obtain written authorization from the
student or parent borrower to perform certain
activities.

- Guidelines for authorization modifications and
cancellations are established.

Consolidation loans: A Federal Consolidation loanis
considered to be disbursed on the date of thefirst individual
or master check, payment advice, or noncash transfer that
transfers funds from the consolidating lender to the holder
of theloansto be consolidated. For fundsdisbursed by EFT,
the Consolidation loan is considered disbursed on the first
datethat fundsaretransferred. If theloan fundsfor multiple
underlying loans are disbursed on multiple days, including
fundsissued through the end of the 180-day add-on period,
those disbursements are considered “ subsequent
disbursements.” The loan’s first disbursement date is used
to determineits terms and conditions. This changeis
effective for Consolidation loans with first disbursements
on or after July 1, 1997.

Lenders must report the making of a Consolidation loan to
the guarantor not more than 60 days following the date on
whichthefundsaredisbursed. If alender addsaloan within
the 180-day add-on period, the lender must report the new
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Consolidation loan information to the guarantor within

60 days of the date on which the additional loan funds are
disbursed or the adjustment is made. Failure to report the
loan timely may result in the loss of the loan’s guarantee.
Thisiseffectivefor Consolidation loans made by the lender
on or after July 1, 1997.

Credit balance: Requirements for delivering of credit
balances are defined effective for loan periods on or after
July 1, 1997. If astudent dies and thereisaTitle IV credit
balance on hisor her account, the school must eliminatethe
credit balance by paying outstanding authorized school
charges, repaying any Title IV grant overpaymentsthat the
student owes for previous withdrawals, and/or returning
any remaining credit balance to the Title IV programs.

Delivering loan funds: Thefollowing changes are effective
for loan proceeds received by the school on or after July 1,
1997. Schools must deliver loan proceeds within specific
time frames after receipt. For EFT or master check
proceeds, the school must deliver the funds directly to the
student, or credit the student’s account at the school within
10 business days after the school’s receipt of the proceeds.

« Latest delivery date and time frame for returning
undelivered proceeds to the lender is defined.

«  Examplesof latest delivery date and deadline for
returning proceeds are provided.

«  Schoolsmust return loan proceedsto the lender within
specific time frames after receipt.

«  Dédlivery date for students who return from aleave of
absence is defined.

«  Dédlivery restrictionsfor schools on the reimbursement
payment method are defined.

The following changes apply to schools that receive loan
proceeds under the reimbursement payment method on or
after July 1, 1997:

«  Criteriafor school certification of the application and
promissory note is explained.

«  Schools must receive approva from the Department
before delivering loan proceeds.

The following change applies to the date, on or after

July 1, 1997, that the Department notifies a school that it
must obtain approval from the Department to certify loan
applications:

. Certification restrictions for schools on the
reimbursement payment method are defined.

The following changes apply to loan proceeds that are
either credited to the student’s account or paid directly to
the student or parent borrower on or after July 1, 1997:

«  Thedelivery date when the school is applying school
funds in advance of receipt of FFELP proceedsis
defined.

«  Therequirements for the notice to the borrower of the
right to cancel are defined.

The following changes apply to students who become
ineligible under 34 CFR 668.164(g)(1) (i.e., student isno
longer enrolled as at least a half-time student for the loan
period) on or after July 1, 1997:

«  Schools may deliver loan proceeds after the end of the
loan period or the date on which the student ceased to
be enrolled at least half time.

«  Schools must deliver alate disbursement no later than
90 days after the earlier of the end of theloan period or
the date the student ceased to be enrolled at |east half-
time.

The following change is effective for payment periods
beginning on or after July 1, 1997:

«  Earliest date the school may directly pay the borrower
or credit the student’s account if the student isin a
clock-hour program or credit-hour program that is not
offered in semester, trimester, or quarter academic
terms is defined.

The following changes are effective for loan periods on or
after July 1, 1997:

«  Reguirements for the receipt and maintenance of loan
proceeds are revised.

«  School requirements for delivery of loan proceeds are
revised.

«  School delivery methods are defined.

«  Delivery restrictions are defined.
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+  Reguirements for delivering of credit balances are
defined.

«  Reqguirements for holding credit balances are defined.

«  Requirements for crediting student accounts are
explained.

«  Thefirst and second disbursement date must be
scheduled on apayment-period basisrather than onthe
basis of period of enrollment.

«  Required notices a school must send to a student are
defined.

The following change is effective on or after July 1, 1997,
for any balances of |oan proceeds:

« A school must pay any remaining loan balance to a
student or parent borrower no later than the end of the
loan period.

Due diligence: Lenders are required to send the first
delinguency natice no later than the 15th day of
delinquency. The content of thisfirst delinguency notice
has been modified to include, at a minimum; lender/
servicer contact information and atelephone number (e.g.,
the name and tel ephone number of the customer service
department). It also must include a prominent statement
informing the borrower that assistance may be available if
the borrower is experiencing difficulty in making a
scheduled payment. Because of the changein the timing of
the first delinquency notice, the time frame for the second
“window” of collection activity will change from the
current 11-180 daysdelinquent period to 16-180 days (16—
240 days delinquent for aloan repayable in installments
lessfrequent than monthly). At least one of the four written
notices or collection letters sent during this period must
include, at a minimum, information regarding deferment,
forbearance, income-sensitive repayment, loan
consolidation, and other available options to avoid default.
The content of at least two of the four collection | etters sent
during the 16-180 day period has al so been modified to add
language to inform the borrower that the guarantor may
also offset other payments made by the federal government
to the borrower and that the guarantor may assign the loan
to the federal government for litigation against the
borrower. This changeis effective for loans on which the
first day of delinquency on the oldest outstanding due date
isafter July 1, 1997. The oldest outstanding due date isthe
date from which the current 180-day due diligence counter
is based and is sometimes referred to as the “latest,”
“current,” or “next” due date. The timing of when alender

may assess a late charge has been changed from 10 daysto
15 days after a payment isdue. Thischangeis effective for
late charges assessed by the lender on or after July 1, 1997.

Electronic processing requirements: A school must

participate in the electronic processes that the Department
provides at no substantial charge to the school. Schools are
not restricted to using only software and services provided
by the Department. This standard is effective July 1, 1997.

Late disbursement/post-withdrawal disbursement: Late
disbursement by the lender and late delivery by the school
is defined for students who become ineligible under

34 CFR 668.164(0)(1) (i.e., student isno longer enrolled as
at least a half-time student for the loan period) on or after
July 1, 1997.

Payment period: Because of possible differencesin
interpretation of the term “first day of classes,” (i.e., first
day of classesfor anindividual student or first day of
regularly scheduled classes) the Common Manual
definition of “payment period” is amended to clarify that
the payment period begins on thefirst day of regularly
scheduled classes. This applies to loan periods beginning
on or after July 1, 1997.

Record retention: A lender is permitted to store records—
except for the promissory note—for each FFELP loan it
holds in hard copy or on microform (e.g., microfilm or
microfiche), computer file, optical disk (e.g., electronic
optical image), CD-ROM, or other imaged media formats
capable of reproducing an accurate, legible, and complete
copy in approximately the same size asthe origina
document. This change is effective for records retained on
or after July 1, 1997.

The Department has consolidated and clarified existing
school record retention rules to reduce the administrative
burden. A school is required to maintain program records,
which document the school’s eligibility administration of
the FFELP, and fiscal records relating to each FFELP
transaction. The school also must keep loan-related records
asfollows:

« A copy of the loan application—or application data, if
submitted electronically to alender or a guarantor—
including the name of the borrower and, for PLUS
loans, the name of the student on whose behalf theloan
was made.

-  The name and address of the lender.
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«  Documentation of each student or parent borrower’s
receipt of FFELP funds, including, but not limited to,
theloan amount, the payment period, and the period of
enrollment for which the loan was intended;
calculations used to determine the loan amount; the
date(s) and amount(s) of each delivery of loan
proceeds by the school to the student or parent
borrower; the date and amount of any refund paid to or
on behalf of the student and the method by which the
refund was calculated; and the payment of any refund
to alender of the Department.

«  The Student Aid Report (SAR) or the Institutional
Student Information Record (1SIR).

«  Documentation of each student or parent borrower’s
digibility for FFEL P funds, such as documentation of
need, cost of attendance, verification, enrollment
status, financial aid history, satisfactory academic
progress (SAP), etc.

«  Theschool’sreceipt date for each disbursement of the
loan.

«  For loans disbursed to the school by copayable check,
the date the school endorsed the check.

- For loansdisbursed by electronic fundstransfer (EFT)
or master check, the student or parent borrower’s
authorization to the school to transfer the initial and
subsequent disbursements of each FFEL P loan to the
student’s school account.

«  Proof that requirements for entrance and exit |oan-
counseling are met.

«  Any required reports or forms and any records needed
to verify data reported in those reports or forms.

- Documentation supporting the school’s cal cul ations of
its completion and graduation rates.

These provisions are effective July 1, 1997.

Refunds: In calculating a pro rata refund for a student who
withdrew from a clock-hour program, the school may
include excused absencesin the number of clock hours
completed by the student as of his or her withdrawal dateif
both of the following conditions exist:

«  Under the school’s written policy the absences do not
have to be made up to compl ete the program.

«  The school documents that the hours actually were
scheduled and missed prior to the student’s
withdrawal.

In addition to the required conditions noted above, the
number of excused absences included as hours compl eted
during the period of enrollment for which the student was
charged must be limited to the least of the following:

«  The number of clock hours permitted under the
excused absence policy of the school’s nationally
recognized accrediting agency.

«  Thenumber of clock hours permitted under the
excused absence policy of the state agency that
licenses or authorizes the school to operate in the state.

«  10% of the number of clock hoursin the period of
enrollment for which the student was charged.

This change is effective for students eligible for pro rata
refunds on or after July 1, 1997.

Reissued disbursements. The following changes are
effective for disbursements reissued by the lender on or
after July 1, 1997:

«  Circumstances in which lenders will reissue loan
proceeds are defined.

«  Regquirements schools must follow when requesting
loan proceeds be reissued are defined.

Satus changes and reporting: A school or the school’s
designated servicer must provide information about
borrowers upon request by the Department, alender, or a
guarantor. Schools or the school’s designated servicer
should respond to such arequest within 30 days. In addition
to providing any information the school has regarding the
last known address, full name, employer, and employer
address of a borrower who attends or has attended the
school, the school now must also provide the borrower’s
telephone number and enrollment information. Thisapplies
to requests for information received by the school on or
after July 1, 1997.

August 5, 1997

President Clinton signsinto law the Taxpayer Relief Act of
1997, providing for the Hope Scholarship Credit, the
Lifetime Learning Credit, and a deduction on interest paid
on student loans and creating the Education Individual
Retirement Accounts (Education IRAS).
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September 18, 1997

Consolidation loans: If there is a data discrepancy on a
Consolidation loan, the lender will be granted an additional
60 days from the date the guarantor rejects the application
(plus 5 days mail time) to provide additional or corrected
information. The guarantor reserves the right to take
appropriate corrective action (including the imposition of
interest penalties) if the lender failsto report the making of
a Consolidation loan, fails to report the disbursement of
additional funds, or failsto report any other adjustment of
the outstanding original balance within 60 days after that
activity occurs. Repeated or intentional noncompliance
(including failureto reconcile) may result in thewithdrawal
of the loan guarantee. This change is effective for
Consolidation loans made by the lender on or after
September 18, 1997.

September 19, 1997

Electronic processing requirements. The Department
publishesin the Federal Register a notice of new
requirements that institutions must follow to bein
compliance with the Department’s administrative standard
for electronic processes.

November 1, 1997

Deferment: To obtain an unemployment deferment or an
extension of an unemployment deferment, aborrower must
request the deferment or extension. If requesting an
extension, this description must document at least six
attempts to secure employment during the period to be
covered by the deferment. An Internet address for the firm
or place of employment (e.g., Website or electronic mail) is
an acceptable addressif the borrower applied electronically
for employment. As an alternative to certifying employer
contacts, alender may accept comparable documentation
that the borrower has used to meet the requirements of the
Unemployment Insurance Service, provided the
documentation shows the same number of contacts and
contains the same information required from the borrower.
In addition, an Internet address for the public or private
employment agency at which the borrower is registered
(e.g., Website or electronic mail) isan acceptable addressiif
the borrower registered electronically with the agency. It
may not be presumed that a borrower has access to an
employment agency based on the borrower’s providing a
firm’sInternet address as part of the documentation that the
borrower attempted to secure full-time employment. This
changeis effective for unemployment deferment requests
received by the lender on or after November 1, 1997.

Endorser: An endorser may be released from his or her
repayment obligation on aloan if the endorser dies and the
lender receives evidence of the endorser’s death, such asa
copy of the death certificate or other proof of the endorser’s
death that is acceptable under applicable state law. This
changeiseffectivefor death certificates or other acceptable
documentation received by the lender on or after
November 1, 1997.

November 13, 1997

President Clinton signsinto law the Emergency Student
Loan Consolidation Act (ESLCA) of 1997 (PL. 105-78).

Consolidation loans: The following provisions of the
Emergency Student Loan Consolidation Act of 1997
(ESLCA) are effective for Consolidation |oan applications
received by the consolidating lender between

November 13, 1997, and September 30, 1998, inclusive:

- Withdrawal of Direct Consolidation L oan
Application

A borrower with a pending application for a Direct
Consolidation loan may apply for a Federal
Consolidation loan, provided that the application for
the Direct Consolidation loan is canceled by the
borrower prior to the date on which the Federal
Consolidation loan is made. The FFELP lender may
rely on the borrower’s statement that any pending
Direct Consolidation loan application has been or will
be canceled.

« Direct LoansEligible for Federal Consolidation

Direct loans may be included in a Federal
Consolidation loan.

«  Non-discrimination in Making Federal
Consolidation loans

Federal Consolidation|oan lendersare prohibited from
discriminating against a Federal Consolidation loan
applicant based on any of the following criteria:

—  Thenumber or types of eligible student loans the
borrower wishes to consolidate.

— Thetype or category of school the borrower
attended.

— Theinterest rate the lender is required to charge
the borrower on the Consolidation loan.
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- Thetypesof repayment schedulesthe lender must
offer the borrower.

These provisions are effective for all Consolidation loan
applicationsreceived by the consolidating lender on or after
November 13, 1997.

Interest rates: For Federal Consolidation loans for which
applications are received by the consolidating lender on or
after November 13, 1997, thevariableinterest rate, adjusted
annually on July 1, is calculated as follows:

«  For portions of the Consolidation loan attributable to
FFELP, FDLP, FISL, Perkins, HPSL, or NSL loans, the
variablerateisbased on the bond equival ent rate of the
91-day Treasury bill, auctioned at the final auction
prior to the preceding June 1st, plus 3.1%, not to
exceed 8.25%.

- For portions of the Consolidation loan attributable to
HEAL loans, the variable rate is based on the 91-day
Treasury bill, auctioned for the quarter ending June
30th, plus 3.0%. (There is no interest rate cap on the
HEAL portion.)

If alender initially calculated the interest rate on
Consolidation loans, made during the subject period, at a
fixed weighted average rate, the lender must convert the
loans from the fixed to the variable rate prior to April 1,
1998, and make appropriate adjustments to the borrower’s
loan. In the conversion process, lenders must recalcul ate, at
the variable rate, the amount of interest which would have
been owed by the borrower on the Consolidation loan from
the date on which the loan was made to the date of rate
conversion and apply any creditsto the borrower’s account.

Theinterest rate applicable on an eligible loan added to a
Federal Consolidation loan during the 180-day add-on
period (except HEAL) isthe variable interest rate
applicable to the FFELP, FDLP, FISL, Perkins, HPSL, or
NSL portion of the Federal Consolidation loan. Theinterest
rate on HEAL |loans added to a Federal Consolidation loan
during the 180-day add-on period is the variable interest
rate applicable to the HEAL portion of the Federal
Consolidation loan.

Interest subsidy: Effective for all Consolidation loan
applicationsreceived by the consolidating lender on or after
November 13, 1997, during a period of authorized
deferment, interest subsidies will be paid by the
Department on the portion of a Federal Consolidation loan
that repaid a subsidized Federal Stafford or subsidized
Federal Direct Stafford loan.

November 25, 1997

Financial responsibility standards — school: The
Department publishesfinal regul ations on the standardsand
provisions of financial responsibility for schools. Changes
will be effective July 1, 1998.

November 28, 1997

The Department publishes final “parity” regulations to
eliminate certain differencesin the requirements of the
FFELP and FDLP and to reduce the regulatory burden on
schools. Changes will be effective July 1, 1998.

December 17, 1997

Common forms: The Department formally grants approval
of the “Addendum to the Federal Family Education Loan
(FFEL) Program Consolidation Application and
Promissory Note.” This addendum reflects the changed
terms and conditions of the ESL CA of 1997.

1998

January 1, 1998

Aggregate loan limit; A Stafford aggregate loan limit does
not include the amount of capitalized interest or collection
costs that were added to the balance of any of the
borrower’s prior loans. This applies to loan applications
certified by the school on or after January 1, 1998.

Deferment: An in-school deferment will remain in effect
until the student ceasesto be enrolled full time, or for “new
borrowers on or after July 1, 1993,” enrolled at least half
time. In the event that the lender receives new enrollment
verification information that indicates the borrower has
been or will be continuously enrolled, anew deferment
reguest is not required to extend the period of in-school
deferment. A new deferment request isrequired only if the
borrower has not been continuously enrolled or if a
previous deferment isterminated at the borrower’s request.
This change is effective for enrollment verification
information received by the lender on or after

January 1, 1998.

If aborrower, residing on aU.S. military base or embassy
compound in aforeign country because hisor her spouseis
stationed there, requests an unemployment deferment, he or
she must provide documentation, equivalent to that
required of borrowers residing in the U.S., describing the
borrower’s conscientious search for full-time employment.
However, when identifying employment contacts, the
“name of the firm” may be, for example, the U.S. military
base employment office or U.S. embassy personnel office.
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These borrowers are not required to comply with the
requirement that they document further attempts to secure
employment during the period of certification, if the
borrower has sought employment with the U.S. military
base employment office, theU.S. embassy personnel office,
or the equivalent. This appliesto unemployment deferment
requests received by the lender on or after January 1, 1998.

A borrower who is newly self-employed may not be ableto
provide traditional documentation of income for an
economic hardship deferment. Instead, the borrower must
provide the lender with a self-certifying statement of
projected monthly income from all sources. In addition, the
borrower must provide documentation of the newly formed
business and documentation of the borrower’sinvolvement
in that business. This change is effective for deferment
requests received by the lender on or after January 1, 1998.

Due diligence: For loans with a monthly repayment
obligation, lenders must send the borrower at least four
written notices or collection letters during the 16-180 days
delinquency period, informing the borrower of the
delinquency and urging the borrower to make payments.
The required notices or collection letters sent during this
period must include, at a minimum, information regarding
deferment, forbearance, income-sensitive repayment, loan
consolidation, and other available options to avoid default.
This change became effective on January 1, 1998.

Electronic processing requirements. All schools that
participateinthe Title IV programs must also participatein
the Title IV Wide Area Network (T1V WAN). Also, for the
1998-99 processing year and beyond, schools must achieve
aspecified level of electronic on-line accessto the National
Student Loan Data System (NSLDS).

Forbearance: If alender grants a deferment based on the
borrower’s certification and documentation received and,
after approving the deferment, the lender receives
information indicating that the borrower did not qualify for
all or aportion of the deferment, the portion of the
deferment for which the borrower did not qualify must be
canceled. Thelender may grant administrative forbearance
to cover delinquent payments resulting from the
cancellation of all or part of the deferment. This changeis
effectivefor deferment requestsreceived by thelender on or
after January 1, 1998.

Loan amount — adjustment: After the loan is guaranteed,
the school may identify a need to change (increase or
decrease) a borrower’s loan amount or to revise the
allocation of the student’s |oans between subsidized
Stafford funds and unsubsidized Stafford funds. Changesin
the loan amount may be made without obtaining a new
application and promissory note, provided any increased

loan amount will not exceed the amount requested by the
borrower on the application and promissory note.
Reallocations of subsidized and unsubsidized funds may be
made without a new application and promissory note,
provided the student requested both subsidized and
unsubsidized loan funds. Such loan adjustments or
reallocations may occur before any disbursement is made
on the loan, after the first disbursement is made, or even
after the final scheduled disbursement is made. In some
instances aloan adjustment, made after thefirst or
subsequent disbursements have been made, may resultina
single disbursement that exceeds half of the total loan
amount. When that excessis clearly documented as aloan
increase or reallocation of funds, it is permissible. This
policy is effective for adjustment requests received by the
guarantor on or after January 1, 1998, unless the guarantor
implements this policy earlier.

Record retention: All lender records must beretrievable in
acoherent hard copy format or in other mediaformats such
as microform, computer file, optical disk, or CD-ROM.
Any imaged media format used must be capabl e of
reproducing an accurate, legible, and complete copy in
approximately the same size as the original document, and
must not permit additions, deletions, or changes without
leaving arecord of such additions, deletions, or changes.
The media format must record and maintain the original
document so that it can be certified as atrue copy of the
original in order to be admissible in acourt of law, if such
becomes necessary. If adocument contains a signature,
seal, certification, or any other validating mark, it must be
maintained in original hard copy or in another mediaformat
that can produce a copy of the document (e.g., microform,
optical disk, CD-ROM). Thisappliesto recordsrecorded by
the lender on or after January 1, 1998.

March 1998

Audit: The Department announces the deadline for the
completion of thelender audit isextended to June 30, 1999,
for any audit period in which alender originated or held
FFELP loans totaling $5 million or less.

May 15, 1998

Annual loan limit; For loan periods beginning on or after
May 15, 1998, the absence of borrowing under the HEAL
program prior to October 1, 1995, was eliminated as an
eligibility requirement for certain health profession
students attending HEAL participating schools to be
considered for unsubsidized Stafford loans exceeding
standard annual and aggregate loan limits.
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June 9, 1998

The president signsinto law the Transportation Equity Act
for the 21st Century, which enacts the Temporary Student
Loan Provisions to amend the Higher Education Act with
respect to the applicable interest rate and special alowance
formulafor Stafford and PLUS loans with afirst
disbursement on or after July 1, 1998, and before

October 1, 1998.

Interest rates: The following interest rate formulas for
Safford and PLUSloans first disbursed on or after July 1,
1998, were not implemented as a result of thislegidation:

« A Stafford loan hasan annual variableinterest rate, not
to exceed 8.25%, regardless of the period of enrollment
or the interest rate on the borrower’s previous loans.
Therate is calculated by adding 1.0% to the bond
equivalent rate of securities with a comparable
maturity as established by the Department.

« A PLUSIoan has an annua variable interest rate, not
to exceed 9%. Therateis calculated by adding 2.1%to
the bond equivalent rate of securitieswith a
comparable maturity as established by the Department.

Foecial allowance: The following special allowance
formulas for Stafford and PLUSIoansfirst disbursed on or
after July 1, 1998, were not implemented as a result of this
legidlation:

«  Thespecia alowancerate for both Stafford and PLUS
loansis calculated using the following formula:

(Bond Equivalent Rate of Securities with a
Comparable Maturity as Established by

the Department + 1.0% — Applicable Interest
Rate of theLoan) +~ 4

July 1, 1998

Cure: In cases when alender performs an ICA/location
cure procedure on aloan for which a preclaim assistance
request has not been submitted in the most recent 180-day
delinquency period, the lender is no longer required to
submit arequest for preclaim assistance after the borrower
has been located and before sending the final collection
letter. This appliesto borrowers located on or after July 1,
1998, unlessimplemented earlier by the guarantor.

Disability discharge (total and permanent): A borrower
must be certified totally and permanently disabled
according to FFELP discharge criteriafor all underlying
loans included in the Consolidation loan—including any

non-FFELP loans. This appliesto Temporary Total and
Permanent Disability Certification Request Forms and
Total and Permanent Disability Cancellation Request
Forms received by the lender on or after July 1, 1998.

Disclosure requirements: The Department of Education
removed the interest rate formulafor Stafford and PLUS
loans first disbursed on or after July 1, 1998, from the
Borrower’s Rights and Responsibilities section of the
common Stafford and PLUS loan application materials.
Lendersare now required to provide the actual interest rate,
including information on the rate’s calculation, in the
initial disclosureto the borrower at or beforethe time of the
first disbursement of a Stafford or PLUS|oan. This change
isenforced for Stafford and PLUS loans first disbursed on
or after January 1, 1999, unless implemented earlier.

Electronic processing requirements. All participating
institutions must have access to the Department’s
Information for Financial Aid Professionals Website (http:/
/ifap.ed.gov) in order to receive regulations, Dear
Colleague Letters, and other important communications.
Also, ingtitutions must be able to submit the Application for
Approval to Participate in Federal Student Aid Programs
(recertification, reinstatement, and changes) through the
Internet and to electronically submit the Fiscal Operations
Report and Application to Participate (FISAP) to the

Title IV Wide Area Network (TI1V WAN). Diskettes are
eliminated.

Eligibility —borrower and student: Stafford loan eligibility
isclarified that if astudent iseligible for a subsidized
Stafford loan in an amount that exceeds $200, the school
must certify an application for a subsidized Stafford loan
prior to certifying an unsubsidized Stafford loan. If the
student is eligible for a subsidized Stafford loan in an
amount of $200 or less the school may include the amount
of subsidized Stafford eligibility in the unsubsidized
Stafford loan. This appliesto loan applications certified by
the school on or after July 1, 1998.

Financial responsibility standards— school: The following
changes are effective for schools that submit audited
financial statements to the Department on or after July 1,
1998. However, schools that do not meet the composite
score standard (see Composite Score below) for fiscal years
that begin between July 1, 1997, and June 30, 1998,
inclusive, may demonstrate that they are financially
responsible by meeting the financial responsibility
standards specified in 34 CFR 668.175(€).
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General School Financial Responsibility
Requirements

In addition to previous financia standards, schools
must also comply with all of the following new
financia responsibility requirements:

—  The school must provide all services described in
its official publications and statements.

- The school must properly administer the Title IV
programsin which it participates.

—  Theschool must meet all of itsfinancia
obligations.

Specific Criteriafor Determining School Financial
Responsibility

To fulfill the new cash reserve requirements, a school
must meet at least one of the following criteria:

—  Theschool satisfies the financial responsibility
standards for public schools.

—  Theschool islicensed to operate in astate that has
a Department-approved tuition recovery fund to
which the school contributes.

—  Theschool demonstrates that it has paid its
refundsin atimely manner for both of the school’s
two most recently completed fiscal years.

A school failing to meet at least one of the criteria
listed must submit an irrevocable letter of credit that is
acceptable and payable to the Department, equal to
25% of the total dollar amount of Title IV program
refunds paid or that should have been paid by the
school in the previousfiscal year.

A public schooal is considered to be financially
responsibleif it meets al of the following conditions;

—  The school notifies the Department that it is
designated as a “public ingtitution” by a
government entity that haslegal authority to make
that designation.

—  Theschool provides aletter from the designating
government entity confirming the school’s status
asa“public institution.”

—  Theschool isnot in violation of any past
performance requirement.

A proprietary or private nonprofit school is considered
to be financially responsibleif it meets the following
conditions:

— Theschool iscurrent in its debt obligations.

—  Theschool’sfinancial statementsdo not contain a
statement in which the auditor has expressed
doubt about the continued existence of the school.

—  Theschool has not violated a Title IV program
reguirement or affiliated persons do not owe a
liability for Title IV program violations.

- The school has sufficient cash reserves to make
required refunds (see Sufficient Cash Reserves
Requirements above).

- Theschool’sEquity Ratio, Primary Reserve Ratio,
and Net Income Ratio yield a composite score of
at least 1.5 (see Composite Score below).

A proprietary school or private nonprofit school that is
not considered to be financially responsible because it
failed to meet any of the five standards of financial
responsibility listed above may begin or continue to
participate in the Title IV programs by qualifying
under an alternative standard, as determined by the
Department.

Composite Score

One of the factors for determining a school’s financial
responsibility is a composite score that indicates the
overall financial status of aparticipating proprietary or
private nonprofit school. The Department uses the
school’s audited financial statements to calculate a
composite score, which is derived from acombination
of the following three ratios:

—  ThePrimary Reserve Ratio, indicating the
measure of aschool’s financial viability and
liquidity.

- The Equity Ratio, measuring the amount of total
resources financed by an owner’sinvestments,
contributions, or accumulated earnings.

—  TheNet Income Ratio, providing adirect measure
of aschool’s profitability and ability to operate
within its means.

L]
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Thethreeratios are adjusted by strength and weighting
factors, and are then added together to arrive at a
composite score.

Schools must satisfy the standards for a public institution
under 34 CFR 668.171(c), be located in a state that has a
tuition recovery fund approved by the Department and to
which the school contributes, or demonstrate that required
refunds by the school have complied with prescribed time
periods during the school’s two most recently completed
fiscal years. This change is effective for guarantor reviews
of aschool’s compliance with federal financial
responsibility standards on or after July 1, 1998.

Guaranteefee: A lender must refund the guaranteefeeor an
appropriate prorated amount of the guaranteefee, and apply
therefund asacredit to the borrower’s principal balance, if
any of the following conditions exist:

«  Theloan or any portion of the loan is returned by the
school to the lender, at any time, to comply with
Title IV program requirements. In the absence of any
required notification from the school, the lender may
assume that the school is returning funds to comply
with these requirements.

«  Thedisbursement check hasnot been negotiated within
120 days of disbursement.

«  Theloan proceeds disbursed by electronic funds
transfer (EFT) or master check have not been released
from the school’s account within 120 days of
disbursement.

Interest rates: For Stafford and PLUS loans first disbursed
on or after July 1, 1998, but before October 1,1998, the
interest rate formulas are prescribed by the Temporary
Student Loan Provisions of the Transportation Equity Act
for the 21st Century. These provisions are as follows:

« A Stafford loan has an annual variableinterest rate not
to exceed 8.25%, regardless of the period of enrollment
or the interest rate on the borrower’s previous loans.
During periodswhen theloan isin an in-school, grace,
or authorized deferment status, the interest is
calculated by adding 1.7% to the bond equivalent rate
of the 91-day Treasury bill auctioned at the final
auction before the preceding June 1. During periods
when the loan isin repayment or forbearance status,
theinterest rateis calculated by adding 2.3% to the 91-
day Treasury bill rate.

« A PLUSIloanhasan annual variableinterest rate not to
exceed 9%. Thevariableratefor each July 1to June 30
period is calculated by adding 3.1% to the bond
equivalent rate of the 91-day Treasury bill auctioned at
the final auction before the preceding June 1.

Origination fee: A lender must refund the origination fee or
an appropriate prorated amount of the origination fee, and
apply the refund as a credit to the borrower’s principal
balance, if any of the following conditions exist:

«  Theloan or any portion of the loan is returned by the
school to the lender, at any time, to comply with
Title IV program requirements. In the absence of any
reguired notification from the school, the lender may
assume that the school is returning funds to comply
with these requirements.

«  Thedisbursement check hasnot been negotiated within
120 days of disbursement.

+  Theloan proceeds disbursed by electronic funds
transfer (EFT) or master check have not been released
from the school’s account within 120 days of
disbursement.

Payment application: If aborrower, who does not have any
loans in repayment, repays or returns any portion of the
disbursement within 120 days of the disbursement, the
lender must apply the funds as a cancellation or partia
cancellation of the loan and refund the guarantee fee and
origination fee or an appropriate prorated amount of the
guarantee fee and origination fee, as applicable. Thelender
must apply the refund of the guarantee fee and origination
fee as a credit to the borrower’s principal balance. The
lender must comply with any borrower request regarding
the application of repaid or returned funds. If a borrower
has any loans in repayment, alender must apply funds that
arerepaid or returned by the borrower within 120 days of
the disbursement according to its normal payment
processing procedures. The lender must comply with any
borrower request that the repaid or returned funds be
applied as acancellation. This clarification is effective for
funds received by the lender on or after July 1, 1998.

Refunds: Refunds are considered timely only if both of the
following conditions are met:

«  Thereviewing entity did not find in the sample of
student records audited for either fiscal year that the
school made late refunds to 5% or more of Title [V
recipients who received or should have received a
refund, or did not find that the school made more than
one late refund in that sample.
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«  Thereviewing entity did not note for either fiscal year
amaterial weakness or areportable condition in the
school’s report on internal controls related to refunds.

Special allowance: For Stafford and PLUS loans first
disbursed on or after July 1, 1998, but before October 1,
1998, the applicable specia alowance formulas are
prescribed by the Temporary Student L oan Provisions of
the Transportation Equity Act for the 21st Century. These
provisions are as follows:

- For Stafford loans only during thein-school, graceand
deferment periods, the annual special allowance rate
equals the average of the bond equivalent rates of the
91-day Treasury bills auctioned during the quarter,

plus 2.5%, less the applicable interest rate on the [oan.

«  For Stafford loans, except during the in-school, grace
and deferment periods, the annual special allowance
rate equals the average of the bond equivalent rates of
the 91-day Treasury bills auctioned during the quarter,
plus 2.8%, less the applicable interest rate on the loan.

«  For PLUS loans, the annual special alowance rate
equalsthe average of the bond equivalent rate on of the
91-day Treasury billsauctioned during the quarter plus
3.1% less the applicable interest rate on the loan.
However special allowance shall not be paid unlessthe
calculated interest rate exceeds the 9% cap.

Variable-rate PLUS or SLS loans first disbursed before
July 1, 1994, and variable-rate PLUS loans first disbursed
on or after July 1, 1998, are eligible for special allowance
only when the following criteria are met:

« Theloanisaccruing at the maximum interest rate
specified in law for such aloan (also called the cap).

« Theinterest rate for each July 1 to June 30 period, as
calculated prior to applying the interest rate maximum
(or cap), exceeds the maximum interest rate on the
loan.

This change, effective for PLUS loansfirst disbursed on or
after July 1, 1998, incorporates the provisions of the Final
Rule changes published in the Federal Register on
November 1, 1999, and subsequent amendments to the
Higher Education Act resulting from the Ticket to Work
and Work Incentives Improvement Act of 1999.

August 5, 1998

Deferment: A borrower whose first disbursement on his or
her oldest outstanding loan is on or after July 1, 1993, is
now eligibleto receive an economic hardship deferment by
providing the lender with documentation from the Peace
Corpsshowing that heor sheisor will be serving asaPeace
Corpsvolunteer. A lender may grant an economic hardship
deferment for up to the full 36-month maximum deferment
period from asingle request. A borrower who qualifiesfor
an economic hardship deferment based on his or her Peace
Corps service is not required to submit income
documentation. This change is effective for economic
hardship deferment requests submitted by eligible Peace
Corps volunteers and received by lenders on or after
August 5, 1998.

September 1, 1998

Common forms: The Department released Dear Colleague
Letter ANN-98-10, which introduced the Master
Promissory Note (MPN) for the Federal Family Education
Loan Program.

The Preclaim Request Form or an equivalent electronic
format is effective for al requestsfiled by lenders. The
Claim Form or an equivalent electronic format is effective
for al claimsfiled by lenders on or after March 1, 2000,
unless implemented earlier by the guarantor. These new
forms require lenders to collect and report data, for loans
first disbursed on or after September 1, 1998.

All loansincluded on the Preclaim Request Form must have
the same |oan type, due date, and interest-paid-through
date. Subsidized and unsubsidized Stafford loans that have
been combined into one repayment schedule may be
combined in one preclaim request.

For all loansfirst disbursed on or after September 1, 1998,
the lender must provide the following information when
reguesting preclaim assistance on the Preclaim Request
Form or in an equivalent electronic format. For loans with
first disbursementsprior to September 1, 1998, if the lender
has the following additional information, it must provide
the information on the request for preclaim assistance:

« Addressand last name, first name, and middleinitial of
two references.

- Full name of the endorser, comaker, or PLUS student
and identifying code.

. Endorser’s, comaker’s, or PLUS student’s Social
Security number.
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«  Endorser’s or comaker’slast-known complete address
and validity of the address, and home telephone
number and validity of the number.

«  Servicer's6-digit servicer ID assigned by the
Department.

The lender must provide other information only if it is
available. The lender may or may not have thisinformation
initsservicing records. A lender that cannot provide this
information is not required to establish areporting
mechanism.

Due diligence:
. Common Skip Tracing Requirements

Unless otherwise noted, the following policies will be
implemented for loans on which a notice of invalid
address or tel ephone number, as applicable, isreceived
on or after September 1, 1998, unlessimplemented
earlier by the guarantor.

—  Simultaneous Address Skip Tracing and
Telephone Due Diligence

During the period the lender is attempting to
obtain avalid address for a borrower, the lender
must continue to perform all telephone due
diligence requirements. The lender may cease
making such callsonly if it determinesthat a
borrower’s telephone number isinvalid, in which
case the lender must perform telephone skip
tracing.

- “Commercia” Skip Tracing Activities

The lender’s skip tracing activities must include
other normal commercial skip tracing activities
that the lender would conduct in pursuit of
information on any other loaninitsconsumer loan
portfolio. Lenders must perform at least two
additional normal commercia skip tracing
activities but are encouraged to pursue al
available sources of information to obtain avalid
address.

- Address Skip Tracing Requirements
Thelender is not required to perform skip tracing
activitiesif both of the following conditions are

met:

—  Thelender hasmailed atimely final demand
letter.

—  Theborrower’sloan becomes delinquent 151
or more days (211 or more days for loans
payable in installments less frequently than
monthly) as aresult of the reversal of a
payment.

Repeating Skip Tracing Activities Not Required

If any address skip tracing activities have been
performed prior to the lender becoming aware of
an invalid telephone number for the borrower, the
lender is considered to have begun telephone skip
tracing activitiesand need not repeat any activities
aready completed. Similarly, if any telephone
skip tracing activities have been performed prior
to thelender becoming aware of aninvalid address
for the borrower, the lender must initiate
additional address skip tracing activitieswithin 10
days of making the determination that it does not
have avalid addressfor the borrower, but need not
repeat any activities already completed when
performing required address skip tracing
activities.

Telephone Diligent Effort Exceptions Modified

A lender isnot required to make diligent effortsto
contact a borrower by telephone in the following
cases:

— Thelender isadvised that the borrower hasno
telephone number or that thereis no
telephone service in the genera geographic
area where the borrower resides and the
lender verifies and documents this
information in the borrower’sfile or in the
servicing history of the loan.

—  The borrower’s telephone number isinvalid
and all required skip tracing activities have
been performed.

Relationship between Endorser Due Diligence
and Borrower Skip Tracing Requirements
Clarified

A diligent effort to contact an endorser on a
delinquent account is sufficient to satisfy both an
endorser due diligence requirement and a
borrower skip tracing requirement, provided the
activity is documented as both in the lender’s
servicing history. If the endorser is contacted, the
lender must discuss both the delinquency of the
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account and the endorser’s obligation to repay the
debt, and must confirm the borrower’s location
and telephone number.

- Final Demand L etter

Lenders must send afinal demand letter to each
delinquent borrower in accordance with appropriate
due diligence requirements. If alender failsto mail a
final demand letter to a borrower in accordance with
due diligence requirements and a“ special occurrence”
or rolling delinquency occurs, the lender is still
required—regardless of the aging of the delinquency—
to send afinal demand letter. There are two exceptions
to this requirement:

—  Theloan becomes 151 days or more delinquent
(211 days or more delinquent for loans payable
less frequently than monthly) and the borrower’s
addressisinvalid and remainsinvalid after the
lender has exhausted all required skip tracing
activities and required diligent efforts.

—  Thelender previously mailed atimely final
demand letter prior to arolling delinquency or a
special occurrence (see subsections 12.3.E and
12.3.F) and the borrower is 151 days or more
delinquent (211 days or more delinquent for loans
payable less frequently than monthly).

These changes are effective for invalid address
notifications received by the lender on or after
September 1, 1998, unlessimplemented earlier by the
guarantor.

«  Preclaims

If alender submitsarequest for preclaim assistance on
which any required information is missing,

incompl ete, or inaccurate, the guarantor may attempt
to obtain the necessary information from its own
system or request the information from the lender. The
lender must provide any requested information or
resubmit any rejected preclaim request within thetime
frame established by the guarantor. If alender isunable
to provide the requested information within the
guarantor’s established time frames, the loan may be
subject toaninterest penalty if aclaimislater filed and
paid. Please refer to additional CCl information under
the August 19, 1999 entry in this appendix.

October 1, 1998

Annual loan limit: The specific prorated subsidized
Stafford loan limits of $1,750, $875, and $0, and the
specific prorated unsubsidized Stafford loan limits of
$2,500, $1,500, and $0, are no longer applicable to first-
and second-year undergraduate studentswhose program, or
remainder of the program, isless than one academic year.
The prorated limits for these students are determined as a
ratio of the student’s program or remainder of the student’s
program (as measured in credit or clock hours) to afull
academic year, multiplied by the applicable annual loan
limit for afull academic year. This change is effective for
loan applications certified by the school on or after
October 1, 1998.

Audit: Generally, alender is exempt from the annual audit
requirement for any fiscal year subject to audit in which the
lender made or held $5 million or lessin FFELP loans. On
October 1, 1998, any lender that made or held morethan $5
million in FFEL Ploans during the fiscal year being audited
isrequired to submit a compliance audit report to the
Department no later than 6 months after the close of the
audit period—regardless of whether the report identifies
findings of noncompliance. This change is enforced as
determined by the Department.

Blanket guarantee: A blanket certificate of loan guarantee
(blanket guarantee) permits alender to make Stafford and
PLUS loans to eligible borrowers without receiving prior
approval from the guarantor. Lenders may contact
individual guarantorsfor information on the availability of,
and participation in, a blanket guarantee program. This
changeis effective for loans originated under a Blanket
Certificate of Loan Guarantee approved by the Department
on or after October 1, 1998.

Cohort default rates: The Higher Education Amendments
of 1998 modified cohort default rate appeal criteria, as
follows:

« If aschool’s cohort default rate or loss of FFELP
eligibility appeal based on exceptional mitigating
circumstances, erroneous data, or improper loan
servicing or collection is unsuccessful, the school is
reguired to pay to the Department the amount of
interest, special allowance, reinsurance, and any
related payments made by the Department (or which
the Department is obligated to make) with respect to
FFEL Ploans made to students attending or planning to
attend the school during the pending appeal.
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