ETT] MANUAL

Unified Student Loan Policy

Summary of Changes Approved August through November 2008

This summary lists changes made since the 2008 Annual Update of the Common Manual was printed.
Change bars denote the latest policy changes, which were approved November 20, 2008.
Changes made before the 2008 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

2.2.C Repayment

Adds the crime of identity theft to the list of eligible
circumstances for which a lender may be eligible for
claim payment for discharge in the FFELP overview in
Chapter 2. Updates the definition of the term
‘discharge’ to include the crime of identity theft.

False Certification as a result of
identity theft loan discharge claims
processed by the lender on or after
September 8, 2006.

1060/152

Chapter 3: Lender Participation

3.5.E Reporting Loan Assignments,
Sales, and Transfers

Clarifies that although the subsidized, unsubsidized,
and HEAL portions of a single Consolidation loan may
appear as separate loan records on the lender’s
system, the lender must ensure that the
Consolidation loan is administered as a single
Consolidation loan. Due diligence must be performed
at a loan level, and should the Consolidation loan
default, all portions of the loan must default on the
same date and be filed in the same claim or at least
simultaneously with the guarantor.

Clarifies that lenders and servicers are expected to
maintain adequate internal controls and procedures
to ensure that all portions of the single Consolidation
loan remain synchronized throughout the life of the
loan, and any re-synchronization occurs in a timely
manner to ensure that the loan maintains a single due
date and amount, and that the guarantor may
examine the lender’s controls, procedures, and
servicing history during a program review.

Consolidation loan applications
received by the lender on or after
November 13, 1997.

991/153

3.5.G NSLDS Reporting

Incorporates the directive from the Department that
strongly encourages monthly reporting of NSLDS data
by a lender or servicer, while retaining the minimum
quarterly reporting requirement.

Publication date of NSLDS Technical
Update 2000-01.

1050/151

Chapter 4: School Participation

4.4.A Recommended Lender Lists

Aligns the Manual with Departmental guidance that
provides additional clarifications regarding
alternatives to a school’s recommended lender list,
and how a school may provide important lender
information to their FFELP applicants.

Information provided by schools
regarding lenders participating with
the school on or after May 9, 2008.

1063/153
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Common Manual Section

Description of Change

Effective Date/Triggering Event

Chapter 5: Borrower Eligibility

5.2.D NSLDS Data Match Clarifies that an individual who is in default on any Retroactive to the implementation of  1056/151
Title IV loan is ineligible to receive any Title IV aid, the Common Manual.
including the benefit of a parent PLUS loan, until the
default is resolved. However, a parent’s unresolved
default on a Title IV loan, including a PLUS loan, does
not adversely impact a dependent student’s eligibility
for other Title IV aid.
5.2.D NSLDS Data Match Adds the crime of identity theft to the list of eligible False Certification as a result of 1060/152
circumstances for which a lender may be eligible for  identity theft loan discharge claims
claim payment for discharge in the FFELP overview in  processed by the lender on or after
Chapter 2. Updates the definition of the term September 8, 2006.
‘discharge’ to include the crime of identity theft.
5.11 Student Enrollment Includes new standards for determining full-time Loans first disbursed on or after 1051/151
Requirements enrollment status for a student enrolled in a July 1, 2008, unless implemented
nonstandard term-based, credit hour program or in earlier by the school on or after
correspondence coursework. Deletes obsolete November 1, 2007.
formulas for determining full-time enrollment status
for students enrolled in a program using both credit
and clock hours. Clarifies that noncredit and reduced-
credit remedial courses must be included when
determining a student's enrollment status, if the
student qualifies for aid for the remedial courses.
5.16 Ineligible Borrowers Aligns the Manual guidance regarding a borrower School determinations that a student  1041/150
5.16.A Ineligibility Based on Borrower whose failure to begin attendance results in the did not begin attendance on or after
Error school being required to return loan funds to the July 1, 2008, unless implemented
5.16.8 Ineligibility Based on School lender. earlier by the school on or after
Error November 1, 2007.
Chapter 6: School Certification
6.9 Defining Enrollment Status Includes new standards for determining full-time Loans first disbursed on or after 1051/151
enrollment status for a student enrolled in a July 1, 2008, unless implemented
nonstandard term-based, credit hour program or in earlier by the school on or after
correspondence coursework. Deletes obsolete November 1, 2007.
formulas for determining full-time enroliment status
for students enrolled in a program using both credit
and clock hours. Clarifies that noncredit and reduced-
credit remedial courses must be included when
determining a student's enrollment status, if the
student qualifies for aid for the remedial courses.
6.11 Loan Limits Revises text to state explicitly that there is no annual ~ Retroactive to the implementation of ~ 1057/151
or aggregate loan limit for a parent or Grad PLUS the Common Manual.
loan. A PLUS loan may not exceed the cost of
attendance minus estimated financial assistance for
the student.
6.11.A Stafford Annual Loan Limits Incorporates increases in the unsubsidized Stafford Stafford loans first dishursed on or 1052/151
Figure 6-4 Stafford Annual and annual loan limits, and the combined Stafford after July 1, 2008, for loan periods
Aggregate Loan Limits for aggregate loan limits, for undergraduate students that include or begin on or after
Undergraduate Students authorized by the ECASLA. JU'y 1, 2008.
6.11.B Stafford Aggregate Loan Limits
6.11.C PLUS Loans for Graduate and ~ Revises text to state explicitly that there is no annual  Retroactive to the implementation of ~ 1057/151

Professional Students

or aggregate loan limit for a parent or Grad PLUS
loan. A PLUS loan may not exceed the cost of
attendance minus estimated financial assistance for
the student.

the Common Manual.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

6.11.D Increased Unsubsidized
Stafford Loan Limits for Health
Profession Students

Incorporates the increase in the Stafford aggregate
loan limit for graduate and professional health
profession students who are eligible for increased
unsubsidized Stafford loans, from $189,125 to
$224,000.

Effective on April 18, 2008.

1053/151

6.15.C PLUS Loan Certification

Revises text to state explicitly that there is no annual
or aggregate loan limit for a parent or Grad PLUS
loan. A PLUS loan may not exceed the cost of
attendance minus estimated financial assistance for
the student.

Retroactive to the implementation of
the Common Manual.

1057/151

Chapter 8: Loan Delivery

8.7 Delivering Loan Funds at Eligible
Schools

Clarifies that there are three exceptions to the general
rule that a student must maintain continuous
eligibility for the loan period certified, and provides

cross-references to explanations of those exceptions.

Retroactive to the implementation of
the Common Manual.

1058/151

8.7.G Delivery to Transfer Students

Incorporates a regulatory change regarding a
school's examination of a transfer student’s financial
aid history, made by the HERA Interim Final Rule,
published July 3, 2006. The school must determine
the amount of any ACG or National SMART grants
awarded and delivered during the award year for the
transfer student prior to the delivery of FFELP funds.

Eligibility determinations made on or
after July 1, 2007, unless
implemented earlier by the school.

1054/151

8.9.B Return of Ineligible Borrower
Loan Funds

Aligns the Manual guidance regarding a borrower
whose failure to begin attendance results in the
school being required to return loan funds to the
lender.

School determinations that a student
did not begin attendance on or after
July 1, 2008, unless implemented
earlier by the school on or after
November 1, 2007.

1041/150

Chapter 9: School Reporting Responsibilities and the Return of Title IV Funds

9.2.A National Student Loan Data
System (NSLDS) Enroliment Reporting

Updates information concerning a school that fails to
provide updated enrollment data to the NSLDS in a
timely manner. Adds technical information regarding
the timing and format of the NSLDS Late Enrollment
Reporting Notification. Defines the date that NSLDS
“created” the school’s Enrollment Reporting Roster
File as the date and time stamp that the NSLDS
enters into the Roster File’s header record.

Eligibility determinations made on or
after July 1, 2007, unless
implemented earlier by the school.

1055/153
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Common Manual Section Description of Change Effective Date/Triggering Event

Chapter 11: Deferment and Forbearance

11.1.A General Deferment Eligibility ~ Clarifies that although the subsidized, unsubsidized, ~ Consolidation loan applications 991/153
Criteria and HEAL portions of a single Consolidation loan may  received by the lender on or after
appear as separate loan records on the lender’s November 13, 1997.

system, the lender must ensure that the
Consolidation loan is administered as a single
Consolidation loan. Due diligence must be performed
at a loan level, and should the Consolidation loan
default, all portions of the loan must default on the
same date and be filed in the same claim or at least
simultaneously with the guarantor.

Clarifies that lenders and servicers are expected to
maintain adequate internal controls and procedures
to ensure that all portions of the single Consolidation
loan remain synchronized throughout the life of the
loan, and any re-synchronization occurs in a timely
manner to ensure that the loan maintains a single due
date and amount, and that the guarantor may
examine the lender’s controls, procedures, and
servicing history during a program review.

11.20 Forbearance Clarifies that although the subsidized, unsubsidized, ~ Consolidation loan applications 991/153
and HEAL portions of a single Consolidation loan may  received by the lender on or after
appear as separate loan records on the lender’s November 13, 1997.

system, the lender must ensure that the
Consolidation loan is administered as a single
Consolidation loan. Due diligence must be performed
at a loan level, and should the Consolidation loan
default, all portions of the loan must default on the
same date and be filed in the same claim or at least
simultaneously with the guarantor.

Clarifies that lenders and servicers are expected to
maintain adequate internal controls and procedures
to ensure that all portions of the single Consolidation
loan remain synchronized throughout the life of the
loan, and any re-synchronization occurs in a timely
manner to ensure that the loan maintains a single due
date and amount, and that the guarantor may
examine the lender’s controls, procedures, and
servicing history during a program review.

iv Summary of Changes Approved August through November 2008



Common Manual Section

Description of Change

Effective Date/Triggering Event

Chapter 12: Due Diligence in Collecting Loans

12.4 Due Diligence Requirements Clarifies that although the subsidized, unsubsidized, ~ Consolidation loan applications 991/153
and HEAL portions of a single Consolidation loan may  received by the lender on or after
appear as separate loan records on the lender’s November 13, 1997.
system, the lender must ensure that the
Consolidation loan is administered as a single
Consolidation loan. Due diligence must be performed
at a loan level, and should the Consolidation loan
default, all portions of the loan must default on the
same date and be filed in the same claim or at least
simultaneously with the guarantor.
Clarifies that lenders and servicers are expected to
maintain adequate internal controls and procedures
to ensure that all portions of the single Consolidation
loan remain synchronized throughout the life of the
loan, and any re-synchronization occurs in a timely
manner to ensure that the loan maintains a single due
date and amount, and that the guarantor may
examine the lender’s controls, procedures, and
servicing history during a program review.
12.4.A Due Diligence Requirements  Specifies that a diligent effort is one successful Retroactive to the implementation of  1059/151
for Loans with Monthly Repayment contact or two attempts to contact the borrower or the Common Manual.
Obligations endorser by telephone. Each effort consists of one
12.4.B Due Diligence Requirements ~ successful contact or two attempts to contact the
for Loans with Repayment Obligations ~ borrower or endorser on different days and at
Less Frequent Than Monthly different times.
12.4.D Contact by Telephone
12.4.E Endorser Due Diligence
12.7.C Required Address Skip Tracing
Activities
12.8.A Telephone Skip Tracing
Activities
Chapter 13: Claim Filing, Discharge, and Forgiveness
13.1.A Claim Filing Requirements Clarifies that although the subsidized, unsubsidized,  Consolidation loan applications 991/153

and HEAL portions of a single Consolidation loan may
appear as separate loan records on the lender’s
system, the lender must ensure that the
Consolidation loan is administered as a single
Consolidation loan. Due diligence must be performed
at a loan level, and should the Consolidation loan
default, all portions of the loan must default on the
same date and be filed in the same claim or at least
simultaneously with the guarantor.

Clarifies that lenders and servicers are expected to
maintain adequate internal controls and procedures
to ensure that all portions of the single Consolidation
loan remain synchronized throughout the life of the
loan, and any re-synchronization occurs in a timely
manner to ensure that the loan maintains a single due
date and amount, and that the guarantor may
examine the lender’s controls, procedures, and
servicing history during a program review.

received by the lender on or after
November 13, 1997.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

13.8.E False Certification as a Result  Relocates current Manual text regarding the loss of ~ False Certification as a result of 1066/153
of the Crime of Identity Theft insurance as a result of the crime of identity theft and  identity theft loan discharge claims
the refunding of interest benefits and special processed by the lender on or after
allowance to a more appropriate subsection of the September 8, 2006.
Manual.
13.9.B Teacher Loan Forgiveness Aligns the Manual with Departmental clarifying Teacher Loan Forgiveness discharge  1065/153
Program guidance that states in the case of a borrower who determinations made after
has taught more than 5 years, any consecutive 5-year  October 8, 1998.
period of qualifying service may be counted for
teacher loan forgiveness purposes.
Chapter 14: Violations, Penalties, and Cures
14.1.E Violations and Cures Clarifies that although the subsidized, unsubsidized,  Claims filed by the lender on or after ~ 997/153
Associated with Unsynchronized and HEAL portions of a single Consolidation loan may  January 1, 2009, unless
Servicing of a Consolidation Loan with ~ appear as separate loan records on the lender’s implemented earlier by the
Multiple Loan Records system, the lender must ensure that the guarantor.
Consolidation loan is administered as a single
Consolidation loan. If a lender fails to perform due
diligence activities on a single payment due date and
amount, the lender may incur due diligence violations
and penalties sufficient to cause a loss of guarantee
on the loan. Also clarifies what a lender may do to
cure these violations.
Chapter 15: Federal Consolidation Loans
15.1.A Agreement to Guarantee Clarifies that although the subsidized, unsubsidized, ~ Consolidation loan applications 991/153
Federal Consolidation Loans and HEAL portions of a single Consolidation loan may  received by the lender on or after
15.2 Borrower Eligibility and appear as separate loan records on the lender’s November 13, 1997.
Underlying Loan Holder Requirements system, the lender must ensure that the
15.4 Disbursement Consolidation loan is administered as a single
' . : lidation loan. Due dili rf
15.5.A Establishing the First Payment Consolidation loan. Due diligence mus_t be_z performed
Due Dat at a loan level, and should the Consolidation loan
ue ba e. . default, all portions of the loan must default on the
15.5.8 Disclosing Repayment Terms  same date and be filed in the same claim or at least
simultaneously with the guarantor.
Clarifies that lenders and servicers are expected to
maintain adequate internal controls and procedures
to ensure that all portions of the single Consolidation
loan remain synchronized throughout the life of the
loan, and any re-synchronization occurs in a timely
manner to ensure that the loan maintains a single due
date and amount, and that the guarantor may
examine the lender’s controls, procedures, and
servicing history during a program review.
Chapter 17: Program Reviews
Introduction Moves the CRI information from Appendix F to January 1, 2008. 1062/152
Chapter 17, and updates the information to include
ED’s approval of the CRI process.
Appendix F: FFELP Community Initiatives
Common Review Initiative (CRI) Moves the CRI information from Appendix F to January 1, 2008. 1062/152
Chapter 17, and updates the information to include
ED’s approval of the CRI process.
Appendix G: Glossary
Academic Competitiveness Grant Includes glossary definitions for the ACG and National ~ July 1, 2006. 1061/152

SMART Grant programs.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

Diligent Effort Specifies that a diligent effort is one successful Retroactive to the implementation of  1059/151
contact or two attempts to contact the borrower or the Common Manual.
endorser by telephone. Each effort consists of one
successful contact or two attempts to contact the
borrower or endorser on different days and at
different times.
Discharge Updates the definition of the term ‘discharge’ to False Certification as a result of 1060/152
include the crime of identity theft. identity theft loan discharge claims
processed by the lender on or after
September 8, 2006.
Full-Time Student Includes new standards for determining full-time Loans first disbursed on or after 1051/151
enrollment status for a student enrolled in a July 1, 2008, unless implemented
nonstandard term-based, credit hour program or in earlier by the school on or after
correspondence coursework. Deletes obsolete November 1, 2007.
formulas for determining full-time enroliment status
for students enrolled in a program using both credit
and clock hours. Clarifies that noncredit and reduced-
credit remedial courses must be included when
determining a student's enrollment status, if the
student qualifies for aid for the remedial courses.
National Science and Mathematics Includes glossary definitions for the ACG and National ~ July 1, 2006. 1061/152
Access to Retain Talent Grant SMART Grant programs.
Pell Grant Adds a cross-reference to the FSA Handbook to the July 1, 2006. 1061/152
existing Pell Grant glossary definition.
Appendix H: History of the FFELP and the Common Manual
H.4.C Higher Education Hurricane Aligns the Manual with regulatory and statutory For the 3-month administrative 1064/153

Relief Act Waivers
H.4.D Disaster Waivers

waivers that are still in effect for students, borrowers,
schools, and lenders affected by a hurricane or other
disaster per Departmental guidance.

forbearance, August 5, 1999. For the
Title IV grant overpayment waiver,
November 9, 2005. For all other
waivers, February 24, 2004.

L]
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3.5.E Reporting Loan Assignments, Sales, and Transfers

«  Thedatethe loan is 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 aloan discharged due to a
closed school or false certification. For more
information on closed school and false certification
claims, see Subsections 13.8.B, 13.8.D, and 13.8.E.
[8682.402(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 anational 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 requests that the lender provide
information on the repayment status of his or her loan to 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 al 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 a result 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. FFEL P credit bureau reporting
requirements do not preempt the provisions of the Fair
Credit Reporting Act (FCRA) that providerelief to a
borrower while alender determinesthelegal enforceability
of aloan after receiving a valid identity theft report or
notification from acredit bureau of an alleged identity theft.
See Subsection 13.8.E for more information on loan
discharge as aresult of the crime of identity theft.
[8682.208(b)(3); 682.411(0)(2)]

3.5.D
Reporting Loan Information

A lender must report enrollment and loan status
information, or any FFEL P loan-related data to the
guarantor or to the Department, as applicable, by the
deadline established by the Department. A guarantor will
accept a status change in any form or medium—as long as
it includes the borrower’s name and Social Security
number, status change and effective date, loan account
number or D number, and any other pertinent information.

A Lenders may contact individual guarantors for more
information on reporting loan status changes. See
Section 1.5 for contact information.

For information on lender reporting of enrollment changes,
see Subsection 10.1.B.

Some guarantors have additional or aternate requirements.
These requirements are noted in Appendix C.

3.5.E
Reporting Loan Assignments, Sales, and
Transfers

If aloan holder assignsor sellsaloan, either the assignee or
the assignor on behalf of the assignee must notify the
guarantor of the change within 45 days of the assignment or
sale. The notification should provide the new holder's
name, lender identification number (L1D), address, and
telephone number. A holder with more than one lender
identification number must notify the guarantor if it
changes aloan from one of its LIDs to another of its LIDs.
[8682.208(e)(4)]

If aholder transfers the servicing on aloan from one entity
to another, the holder must report the change to the
guarantor within 45 days of the transfer.

The assignment, sale, or transfer of aloan should be
reported on the appropriate guarantor form or by an
equivalent electronic process. If the holder wants to report
an assignment, sale, or transfer using its own form or
process, the format must contain all data elementsrequired
by the guarantor. If one holder acquiresthe entire portfolio
of another holder dueto amerger, acquisition, bank closing,
or similar situation, it may not need to compl ete aguarantor
form or list each of theloans being sold, but may work with
the guarantor to establish an efficient and effective method
of ensuring that the guarantor’s records are updated to
reflect the most current holder information.

Chapter 3: Lender Participation—November 2008
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http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=208&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=402&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=208&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=208&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=208&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=208&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=410&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=411&TYPE=TEXT
http://www.ftc.gov/os/statutes/fcradoc.pdf
http://www.ftc.gov/os/statutes/fcradoc.pdf

3.5.F Reporting Social Security Number, Date of Birth, and First Name Changes or Corrections

A consolidating lender must report the assignment, sale, or

transfer transaction simultaneously for the entire
Consolidation loan, evenif thelender establishes morethan

asingle loan servicing record for the subsidized,
unsubsidized, and HEAL portions of the loan.

A Lenders may contact individual guarantors for more
information on alternative reporting options. See
Section 1.5 for contact information.

Loansthat are sold or transferred should not be reported to
aguarantor as paid in full.

3.5.F

Reporting Social Security Number, Date of
Birth, and First Name Changes or
Corrections

At any time during the life of the loan, if alender becomes
aware of adiscrepancy in aborrower’s Social Security
number (SSN), date of birth, or first name, or it discovers
that it had previously reported an incorrect SSN, date of
birth, or first name, the lender must report the correct
information to the guarantor and appropriate credit
reporting agencies.

The lender must retain a copy of the document
substantiating the SSN, date of birth, or first name change
or correction. This documentation may be requested in a
program review or may be required in a claim submission.
The guarantor reserves the right to request this or other
supporting documentation or information before changing
a Social Security number, date of birth, or first name on its
system.

If alender identifies an SSN, date of birth, or first name
discrepancy, exhausts its efforts to verify the correct
information, and fails to obtain a copy of an acceptable
source document, the lender should notify the guarantor of
the discrepancy. The guarantor may be able to offer
assistance.

If alender learnsthat the SSN, date of birth, or first nameis
incorrect due to a data entry error, the lender may change
the incorrect information using the original documentation
submitted. The lender must document the reason it made
the change.

L Policy 991 (Batch 153), approved November 20, 2008

Acceptable Source Documents for Reporting Social Security
Number (SSN) Changes

A guarantor considers any of the following documents a
valid source for reporting an SSN change:

«  Socia Security card or other Social Security
Administration document.

«  W-2form.

+  Unexpired U.S. military ID.

- If the discrepancy resulted from a data input error, the
loan application, the Master Promissory Note (MPN),

or the loan certification.

. Statedriver'slicense or state-issued identification card
on which the SSN islisted.

Acceptable Source Documents for Reporting the Correction
of a Date of Birth

A guarantor considers any of the following documents a
valid source for reporting the correction of adate of birth:

+  Birth certificate.

+  Current driver’slicense (if it contains a birth date).
. StateID (if it contains a birth date).

+  Passport.

+  Unexpired U.S. military ID.

Acceptable Source Documents for Reporting a First Name
Change

A guarantor considers any of the following documents a
valid source for reporting afirst name change:

Court order.
«  Marriage certificate.

. Certificate of Naturalization.

16
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4.4 Providing Information to Students

4.4
Providing Information to Students

Federal regulations outline specific information that the
school must provide to prospective students and their
parents, to enrolled students, and in some cases, to school
employees and prospective employees. Generally, this
information is provided by a school’s financial aid office.
This information includes general consumer information
such as graduation and transfer-out rates, campus crime
statistics, and entrance and exit counseling for student
borrowers.

For more information on the responsibilities of afinancial
aid office with respect to providing this information, the
school may refer to §682.604 and §668.42, as well asthe
08-09 FSA Handbook, Volume 2, Chapter 6, pp. 2-78 to 2-
84.

4.4 A
Recommended Lender Lists

A school may provide to students and their parents alist of
recommended FFEL P lenders. If a school chooses to
provide such alist, the list must:

«  Not be used to deny or otherwise impede a borrower’s
choice of lender.

«  Contain at least three unaffiliated lenders that will
make loans to borrowers or students attending the
school. The lender affiliation provision does not
include entities that are involved in post-disbursement
activities, which a school has no ability to monitor or
control. For the purposes of this subsection, alender is
affiliated with another lender if any of the following
criteriaapplies:

—  Thelenders are under the ownership or control of
the same entity or individuals.

— 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 schooal, financial or
other benefits to the school in exchange for inclusion
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onthelist or any promise that a certain 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 the list, the method and criteria
used by the school in selecting any lender that it
recommends.

«  Provide comparative information to prospective
borrowers about interest rates and other benefits
offered by the lenders.

+  Include aprominent statement in any information
related to its list of lenders, advising prospective
borrowers that they are not required to use one of the
school's recommended lenders.

«  For first-time borrowers, not assign, through award
packaging or other methods, a borrower’sloan to a
particular lender.

«  Not cause unnecessary certification delays for
borrowers who use a lender that has not been
recommended by the school.

«  Update any list of recommended lenders and any
information accompanying such alist no less often
than annually.

[8682.212(h)]

A school that chooses not to publish a recommended
lenders list, or that has not been able to identify three or
more unaffiliated than-onelenders to make loans to its
students and parents-berrowers, may stit-provide
aternative information to assist the-berrewers-its students
and/or parents with their choice of lender. The school may
provide either of the following:

- Thenamesof lendersthat have indicated awillingness
to make loans to students and their parents for

attendance at the school . Atthe student's-or parent's
request;-the-school-may-provide the names

« A comprehensive list of lenders that have made loans
inthe past threeto five years (or some other timeframe
established by the schoal) to studentsand parentsat the
school and that have indicated a willingness to
continue to make FFEL P loans, as long as the lenders
did not provide any prohibited inducement to the
school to secure loan applications.”
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4.4.B Consumer Information

When providing either type of lender thisinformationtethe
FFELPstudent-orparent-berrowers, the school must not
provide any additional information about any lender on the
list it offers, must make clear that it is not endorsing any
lender, and must clearly state that the student and/or parent
FFELPberrewer-may choose any FFELP lender that will
make |oans for attendance at that school.*

4.4.B
Consumer Information

A school participating in any Title IV program must
provide annually to all enrolled students—and to
prospective students, upon request—consumer information
concerning the school and any financial assistance available
to students attending the school, along with the school’s
completion or graduation rate and its transfer-out rate. A
school must also provide consumer information to
employees and prospective employees and provide certain
related reports (e.g., crime statistics reports).

The school’s written student consumer information and
related reports must adhere to regulatory requirements, as
outlined in Subpart D (Institutional and Financial
Assistance Information for Students) of the Student
Assistance General Provisions. Schools should refer to
§668.41 through §668.48. Schoolsal so may wish to consult
other Department of Education publications, such as the
07-08 FSA Handbook, Volume 2, Chapter 6 for more
information on student consumer information
requirements.

Student consumer information must be made available to
all currently enrolled students and prospective students.
Regulations define a prospective student as an individual
who has contacted an eligible school to request information
about admission to the school. The information must be
made available prior to the student’s enrolling or entering
into any financial obligation with the school. An Internet
Website may be used to provide information to prospective
students; however, an Intranet Website may not be used.
For enrolled students, the information may be made
availablethrough an Internet Website or an Intranet Website
that isreasonably accessibleto the individualsto whom the
information must be disclosed.

[8668.41]

When aschool participating in any Title IV program offers
apotential student athlete athletically related student aid,
the school must provide the potential student athlete—and
his or her parents, high school coach, and guidance
counsel or— information on completion or graduation rates
and transfer-out rates for student athletes, following the
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reguirements of 34 CFR 668.48. The school also must
submit the report produced to provide information to these
students to the Department by July 1 of each year. Schools
should refer to 34 CFR 668.41(b) and (f) and 668.48 for
information on disclosure requirementsfor student athl etes.
A school’s responsibilities may be satisfied if all of the
following criteria are met:

«  Theschool isamember of anational collegiate athletic
association.
[8668.41(f)(1)(ii)(A)]

«  Theassociation compiles data on behalf of its member
schools, which the Department determinesis
comparable to those required in §668.48.
[8668.41(f)(1)(ii)(B)]

«  Theassociation distributes the data to all secondary
schoolsin the United States.
[8668.41(f)(1)(ii)(C)]

A school must prepare or reviseinformation for each award
year in which it participatesin any Title [V program. In
developing student consumer information, schools new to
Title IV programs may find it helpful to review other
schools’ catal ogs. However, each school remainsultimately
responsiblefor the accuracy and compl eteness of itsstudent
consumer information.

Financial Assistance Information

A school must provide financial assistance information
regarding its programs, including a description of all
federal, state, local, private, and institutional aid programs
to enrolled and prospective students. For each listed
financial aid program, the school’s student consumer
information must include, but isnot limited to, descriptions
of:

[8668.42(a)]

+  Theprocedures (including deadlines) and forms a
student must use to apply for assistance.
[8668.42(b)(1)]

«  Therequirements used in determining whether a
student is eligible for aid.
[8668.42(b)(2)]

«  Thecriteriaused by the school to select financial aid
recipients from the group of eligible applicants.
[8668.42(b)(3)]

«  Thecriteriaused in determining the amount of a
student’s award.
[8668.42(b)(4)]
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9.2.A National Student Loan Data System (NSLDS) Enroliment Reporting

Schools that do not respond to Enrollment Reporting
requests within 30 days of receipt are not in compliance
with Enrollment Reporting requirements.

[Student Financial Aid Handbook for Foreign Schools;
January 9, 2002, E-Announcement “New NSLDS
Enrollment Reporting”]

9.2.A
National Student Loan Data System (NSLDS)
Enrollment Reporting

Enrollment Reporting, previously called the Student Status
Confirmation Report (SSCR), is afunction of the National
Student Loan Data System (NSLDS). Schools that have
received aletter from the Department confirming
successful submission of an enrollment Roster File to the
NSLDS are exempt from the requirement to provide
enrollment information directly to guarantors. Schools that
have not received a letter from the Department confirming
successful submission of an enrollment Roster File to the
NSLDS must respond both to enrollment rosters received
fromthe NSL DS and guarantors until otherwise notified by
the Department.

[DCL GEN-97-9]

A Questions concerning the proper completion and
submission of enrollment data to the guarantor should
be directed to the guarantor that prepared the paper
roster. See Section 1.5 for contact information.

The accuracy of aTitle IV student loan record depends on
the accuracy of the data reported by the school and other
entities. An NSLDS record must be accurately matched
with the school’s enrollment record. If one or more of the
student identifiers provided by the NSLDS differswith the
information in the school’srecords and if the school is sure
that its student identifiers are correct based on areliable
source or documentation in its records, the school must
contact the guarantor to correct the identifiers.

The school should review, update, or verify a student’s
enrollment status and other information with information
that appears on the Roster File. The school updatesNSLDS
enrollment information through the following two
methods:

. Batch Method: This method allows a school to receive
and process a single electronic enrollment Roster File
and transmit the enrollment databack tothe NSLDS as
asinglefile.

«  Online Method: Thismethod allowsaschool to update
enrollment data directly on the NSLDS Website
screens.

[NSLDS Enrollment Reporting Guide, October 2006,
Chapter 1, Section 1.3]

The NSLDS generates an enrollment Roster File for each
school up to six times per year on a schedule chosen by the
school. A school may select its schedule using the
Enrollment Reporting Schedule Web page on the NSLDS
Website. The Department recommends that schools
schedule enrollment reporting cycles every other month
during the academic year to eliminate the need for ad hoc
reporting (i.e., specific reporting outside a school’s normal
cycle) of enrollment information.

The NSLDS transmits an electronic Roster File to the
school or the school’s designated servicer on the day of the
month designated by the school’s Enrollment Reporting
Schedule. For each student listed on the enrollment Roster
File, a school must confirm or update the enrollment status
and return the updated roster—called the Submittal File—
tothe NSLDSwithin 30 days of the date the Roster Filewas
created. The date the Roster Filewas created islocatedin a
date and time stamp that the NSLDS entersinto the Roster
File's header record. To reduce response time, schools that
employ third-party servicers may opt to synchronize the
transmittal of the NSLDS roster with the delivery of the
school file to the third-party servicer. Schools may also
complete responses to the Roster File online, eliminating
the need to return a Submittal File.

[8682.610(c)(1); NSLDS Enrollment Reporting Guide,
February 2008, Chapter 1, Section 1.3, p. 3; Section 1.8, p.

10; Section 3.2.4, p. 71; and Appendix A, Section A.4.1, p.
113)

The NSLDS processes the file and returns an
Acknowledgement/Error File that includes a count of
accepted records and any record errors. Schools must
correct errors and return the corrections within 10 days of
the school’s receipt of the Acknowledgement/Error File.
The Acknowledgement/Error File may not indicate an
error, but serves as confirmation that the Submittal File was
received and processed by the NSLDS. The school must
retain arecord of thefile for audit purposes.

[NSLDS Enrollment Reporting Guide, October 2006,
Chapter 1, Section 1.2]
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9.2.A National Student Loan Data System (NSLDS) Enroliment Reporting

A school Scheelsthat fails to return-theirprovide updated
enrollment datato the NSL DS either by the online method
or thereturn of its Submittal Filewithin 30 dayseffromthe
date H-was-ereated-the NSLDS created the school’s
Enrollment Report| ng Roster Fil e#eeeweasen&e#

the%ubmmal—l;lmaunordeadhne isconsi dered Iate. The

NSLDSsendsal ate Enrollment Reporting Notificationvia
electronic mail if the NSLDS does not receive the school’s
enrollment status updates within 37 days of the date the
NSLDS created the school’s Enrollment Reporting Roster
File. This electronic mail notification is sent to the
enrollment reporting contact and primary contact
designated by the school, and to the school’s chief executive
officer or president.

[NSLDS Enrollment Reporting Guide, February 2008,
Chapter 1, Section 1.8, p. 10; NSLDS Newsletters #16 and

#17)

If the-a school uses a servicer to submit the-Enrollment
Reporting files, the school remains responsible for timely
and accurate reporting. The NSLDS does not send a Late
Enrollment Reporting Natification to aschool’sservicer. A
school Seheelsthat does not comply with the Submittal
File return requirements may lose eligibility for Title IV
student-aid or may have fines imposed.

[NSLDS Enrollment Reporting Guide, February 2008,
Chapter 1, Section 1.8, p. 10]*

The school’s enrolIment roster will include the student’s
enrollment status. The school must report any changesto
enrollment statuses provided on the Roster File including
the effective date of any change and the anticipated
graduation date. The school must then return the enrollment
datatothe NSL DS, which forwards enrollment information
to al guarantors. The guarantor will forward any updated
enrollment information to the appropriate lenders or
servicers. The NSLDS may also send enrollment
information directly to certain FFEL P lendersand servicers
at the same time it sends information to guarantors. The
NSLDS natifies guarantors of those lenders and servicers
receiving enrollment information directly fromthe NSLDS.
[8682.401(b)(20); DCL G-00-329/L-00-223; NSLDS
Enrollment Reporting Guide, October 2006, Chapter 1,
Section 1.2.2]

Schools also should note the following additional
instructions:

«  Each student’s enrolIment status should be verified
through his or her expected graduation (compl etion)
date, rather than through the end of the current
academic period (such as a semester end date).

« If astudent drops to less-than-half-time enrollment,
withdraws, or graduates and later reenrolls (on at least
a half-time basis) at the same school after the school
has reported the student’s drop, withdrawal, or
graduation on the Submittal File, the school should
promptly report the student’s reenrollment to the
NSLDS to ensure that the student isincluded on the
school’s future rosters. Otherwise, the student will not
reappear on aRoster File, and the school will be unable
to reverify the student’s enrolled status.

« A student need not attend a summer session to
maintain continuous enrollment—unless the period of
time that the student is not enrolled would exceed the
length of the student’s grace period (6 to 12 months, as
applicable). If the student intends to continue
enrollment on at least a half-time basis during the
following fall semester, the school must not report the
student as withdrawn when the student does not attend
summer school—unless the summer session is part of
the school’s standard academic year or the school has
information to indicate that the student will not return.

«  If thestudent wasenrolled previously at the school, but
isnot currently enrolled, the school should providethe
borrower’s last date of at least half-time attendance.
The school should not report the student as never
attended or no record found. If the school has
additional information about the student (for example,
the student is deceased), the school must include this
information on the Submittal File. If the SSN is
inconsistent with the school’s records, the school
should continue to verify the enrollment status and
report the SSN discrepancy to the guarantor.

+  When reporting a student’s status as no record found,

the school must verify that it has no information for the
student (i.e., the student never registered nor enrolled
and the school never certified a FFELP loan).

«  When reporting a student’s status as never attended,

the school must verify that the student on whose behal f
a Stafford or PLUS loan was made enrolled in school
but never attended classes. The school should not
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11.1.A General Deferment Eligibility Criteria

based solely on the non-disabled comaker’s deferment
eligibility. The deferment period for the non-disabled
comaker may not begin prior to the date the lender
receives the disabled comaker’s loan discharge
application, or the notification from the guarantor that
aloan discharge application was submitted to the
guarantor, whichever is earlier. The deferment ends on
the date that the non-disabled comaker’s deferment
eligibility ends, or the date on which the lender
receives notice of the final discharge determination for
the disabled comaker, whichever is earlier.

Theloan holder may apply an administrative
forbearance to any delinquency that exists prior to the
start date of the deferment or, if thelender is processing
the deferment retroactively, the forbearance may also
be used to satisfy any delinquency that remains after
the end date of the deferment. The administrative
forbearance may be applied only for the time period
that the nondisabled comaker is solely responsible for
theloan’srepayment and may not begin earlier than the
date the loan holder receives either 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 thelender receives notification of the
final discharge determination. The deferment and any
associated administrative forbearance may cover a
period less than, but never more than, the period of
time the disabled comaker is granted a conditional
discharge.

Endorsers are not entitled to deferment. If an endorser
isrepaying the loan and has temporary difficulty in
continuing repayment, he or she may request a
forbearance.

[8682.211(a)(1); §682.211(b)(1)]

A consolidating lender must grant a deferment on the
entire Consolidation loan, evenif thelender establishes

more than a single loan servicing record for the
subsidized, unsubsidized, and HEAL portions of the
loan. The deferment must be applied for the same
period of time to each portion of the loan.

In most cases, the borrower must request a deferment,
either verbally or in writing, and provide the lender
with documentation necessary to support the
borrower’s eligibility for the deferment. However, if at
any time during the collection efforts the lender
becomes aware of circumstances indicating that the
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borrower may qualify for adeferment, the lender must
explain the deferment criteriaand make the deferment
option available to the borrower. Deferment eligibility
criteria and documentation are outlined under each
deferment typein Sections 11.2 to 11.19.
[8682.210(a)(4)]

« A delinquent borrower whose loan is not in default
must be granted a deferment if the borrower iseligible
for the deferment. See Subsection 11.1.F for more
information on deferments and delinquent loans.
[8682.210(a)(7)]

« A borrower whose loan isin default must be granted a
deferment if the borrower’sdeferment eligibility began
beforethe date of default. A borrower isnot eligiblefor
deferment of aloan that isin default if his or her
deferment eligibility begins after the date of default,
unless the borrower makes payment arrangements
acceptable to the lender to resolve the default prior to
the payment of a default claim by a guarantor. See
Subsection 11.1.G for more information about
deferment of defaulted loans.

[8682.210(a)(8)]

Borrower-Specific Deferments

The Department hasindicated that defermentsgenerally are
borrower-specific—not |oan-specific. Thismeansthat time
limits should generally be enforced for each borrower,
rather than for a borrower’s individual loans or groups of
loans (see Example 1 below). However, if al of the
borrower’s loans are paid in full (except through
consolidation) and the borrower subsequently obtains a
new loan, the borrower is eligible for all deferments
applicable to that 1oan, despite any previous periods of
deferment (see Example 2 below).

Example 1

A borrower has used 36 months of unemployment
deferment on loans A and B, then obtains additional
loans before paying loans A and B in full. The
borrower is not eligible for an unemployment
deferment on the additional loans, even if loans A and
B are subsequently paid in full.

Example 2

A borrower has used 36 months of unemployment
deferment on loans A and B, then pays both loansin
full. After both loans are paid in full, the borrower
obtains new loans. The borrower is eligible for an
additional 36 months of unemployment deferment on
the new loans.

[8682.210(a)(1)(ii)]
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11.19 Working Mother Deferment

deferment. The lender must resolve any discrepant
information before granting an unemployment deferment in
this manner.

If thelender grants the 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.

[8682.210(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.

11.19.A
Eligibility Criteria—Working Mother

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
a FFEL P 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 is the 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 aposition 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 a birth 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()]

11.20
Forbearance

Forbearanceisatool lenders can useto assist borrowersin
meeting their loan repayment obligations. By granting
forbearance, alender permits atemporary cessation of
payments, allows an extension of time for making
payments, or temporarily accepts smaller payments than
were previously scheduled. A lender isencouraged to grant
aforbearance to prevent the borrower or endorser from
defaulting on the repayment obligation or to permit the
borrower or endorser to resume honoring the loan
obligation after default. The lender may grant forbearance
to borrowers or endorsers only if the lender reasonably
believes, and documents in the borrower’sfile, that the
borrower or endorser intends to repay the loans, but due to
poor health or other acceptable reasons, is currently unable
to make payments. The lender also may grant forbearance
if the principal payments have been deferred, but the
Department doesnot pay interest benefits on the borrower’s
behalf.

Theterms of aforbearance agreement between alender and
borrower or endorser may require the borrower or endorser
to make reduced payments during the forbearance. For
more information on reduced-payment forbearance, see
Subsection 11.22.A.
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11.20.C Forbearance Length

If two individuals are jointly liable for repayment of a
PLUS loan or Consolidation loan, alender may grant
forbearance on repayment of the loan only if the ability of
each individual to make scheduled payments has been
impaired based on the same or differing conditions—except
in cases when one comaker has applied for atotal and
permanent disability loan discharge (see Subsection
11.20.F, Forbearance of a Loan for a Comaker during the
TPD Conditional Period).

[8682.210(a)(3)]

A consolidating lender that establishes more than asingle
loan servicing record for the subsidized, unsubsidized, and

HEAL portions of the Consolidation loan, must grant a
forbearance on the entire loan. The forbearance must be
applied for the same period of time to each portion of the
loan.

If alender denies aborrower’s request for forbearance, the
lender must document the reason for denial in the
borrower’sfile or the servicing history of the loan (see
Subsection 3.4.A).

A lender may not charge an administrative or other feein
connection with granting forbearance on aloan. A lender
also is prohibited from reporting to credit bureaus any
adverse information regarding the repayment status of a
loan solely as aresult of granting forbearance to the
borrower.

[8682.211]

A lender should use forbearance as atool to bring a
delinquent or defaulted loan current. The lender should not
grant any discretionary forbearance that will result in the
borrower remaining delinquent. However, this restriction
does not apply if, for example, the loan exits the
forbearance with a delinquent status due to a nonsufficient
funds (NSF) payment that was made before the forbearance
was granted. For more information on granting a
forbearance on a delinquent or defaulted loan, see
Subsections 11.20.G and 11.20.H.

[HEA 8§428(c)]

11.20.A
Forbearance Types

There are four types of forbearance available to borrowers
and, in some cases, endorsers:

«  Administrative forbearance (see Section 11.21).

«  Discretionary forbearance (see Section 11.22).
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+  Mandatory administrative forbearance (see Section
11.23).

«  Mandatory forbearance (see Section 11.24).

Figure 11-2, the Forbearance Eligibility Chart, may help
schools and lenders identify general information about
discretionary, administrative, mandatory, and mandatory
administrative forbearances, including situations in which
these forbearance types may be used by a borrower and an
endorser, if applicable. The chart also providesinformation
about thelength of the forbearance and general information
about required documentation. For detailed information
about each forbearance, see the applicable section.

11.20.B
Documentation Required for Authorized
Forbearance

In cases where a forbearance agreement isrequired, a
lender and a borrower may agree to the terms of the
forbearance verbally or in writing. A lender that grants a
forbearance based on a written agreement with the
borrower may use any form or format that is acceptable to
the guarantor, and the lender must retain a copy of the
agreement. A lender that grants a forbearance based on a
verbal agreement with the borrower must send a notice
confirming the terms of the forbearance agreement to the
borrower within 30 days of the date that agreement was
made and record the forbearance termsin the borrower’s
file. In order to grant aforbearance after the date of default
based on either averbal or awritten agreement with the
borrower, the lender must also obtain anew signed
agreement to repay the debt (see Subsection 11.20.H). For
each forbearance period, regardless of whether an
agreement is required, the lender must document in the
borrower’sfile or the loan’s servicing history the
forbearance beginning and ending dates and the reason for
granting forbearance.

[HEA 8423(c)(3)(A) and (c)(10); §682.211(b)(1);
§682.211(d); §682.414(a)(4)(ii)(G)]

11.20.C
Forbearance Length

With the exception of administrative and mandatory
forbearances that are not subject to a maximum time frame
or are subject to other regulatory time frames (see Sections
11.21, 11.23, and 11.24), alender may grant asingle
forbearancefor upto oneyear at atimeif both the borrower
or endorser and thelender agree. Thisoneyear includesany
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12.4 Due Diligence Requirements

12.4
Due Diligence Requirements

To satisfy due diligence requirements, alender must
perform the collection activities specified in the schedules
in Subsections 12.4.A and 12.4.B. A lender may perform
therequired activitiesin the manner that is most effective—
provided the minimum number of written contacts and
telephone attempts are made and no gap of greater than
45 days (60 days in the case of aloan sale or transfer) in
activity occurs through the 270th day of delinquency
(330th day for loans with repayment obligations less
frequent than monthly). A violation occursif alender fails
to complete any of the required activities within the
corresponding time frame or if the lender permits a gap of
greater than 45 days (60 daysin the case of aloan sale or
transfer) between activities. If aviolation occurs, thelender
may incur interest penalties or jeopardize the guarantee on
the loan. If the guarantee on aloan islost, the lender also
loses the right to collect interest benefits and special
allowance payments otherwise payable by the Department
from the date of the earliest unexcused violation. See
Chapter 14 for more information regarding violations and
the assessment of penalties.

[8682.411(b)(2); 8682.411(k); 8682, Appendix D; DCL
FP-04-08]

A consolidating lender must perform due diligence
activities at the loan level, even if the lender establishes
more than asingleloan servicing record for the subsidized,
unsubsidized, and HEAL portions of theloan. That is, the
lender must perform due diligence activities required for
the single payment due date and amount disclosed for the
single Consolidation loan that contains multiple loan
servicing records. If the lender failsto perform due
diligence activities on a single payment due date and
amount, or failsto grant deferment or forbearance for a
single Consolidation loan that contains multiple loan
servicing records, the lender may incur due diligence
violations sufficient to cause aloss of guaranteeontheloan.

(See Subsection 14.1.E “Violations and Cures Associated
with Unsynchronized Servicing of a Consolidation Loan
with Multiple Loan Records”)*

5-Day Tolerance

A lender is permitted a 5-day tolerance at the end of each
time frame during which due diligence activities are
required. This permits the lender to perform, without
penalty, some activities later than prescribed. Thereisno 5-
day tolerancefor ICA/location cureduediligence activities.
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In addition, the 45-day maximum period between due
diligence activitiesis not extended by the 5-day tolerance.
[8682, Appendix D]

Telephone and Address Skip Tracing

If alender has avalid address for a borrower, but does not
have his or her valid telephone number, the lender must
make diligent attempts to obtain a telephone number (as
described in Section 12.8) and continue to fulfill other due
diligence reguirements, such as sending letters or notices
and requesting default aversion assistancein atimely
manner.

[8682.411(i) and (m)]

If aloan is delinquent and the borrower’s or endorser’s
address is unknown, alender must perform skip tracing
activities (as described in Section 12.7) instead of normal
collection activities for the individual whose addressis
unknown. Due diligence activities must continue for the
individual whose addressis known. If the lender initiates
and exhausts its efforts to locate the borrower or endorser
before aloan becomes delinquent, the lender isnot required
toinitiate new skip tracing activitiesunlessanew addressis
obtained and the borrower or endorser subsequently
becomesa* skip” beforethe date on which thefinal demand
letter is mailed.

[8682.411(h); DCL 96-L-186/96-G-287, Q& As#59 and
#60]

Interest-Only Payments and Reduced-Payment
Forbearances

For loans on which payments of interest are due, alender
may scheduleaborrower for interest-only payments—if the
borrower requests such payments. This applies during in-
school and grace periods, during deferment, and during
forbearance for periods of required medical or dental
internship. If aborrower fails to make scheduled interest-
only payments, the only activities required of lenders for
the period during which an interest-only payment is
delinquent are those outlined in Subsection 10.10.C.

If the borrower fails to make interest-only payments as
scheduled and his or her address is not valid, the lender
need not send the notice that is otherwise required, but may
capitalize the delinquent interest (see Subsection 11.20.J
for information regarding the required notice).
[8682.202(b)(6)]

A lender may file adefault claim solely on the basis of
delinquent interest-only paymentsonly if the paymentsare
the result of an income-sensitive repayment schedule or a
reduced-payment forbearance (see Subsection 13.6.A).

4
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13.1.A Claim Filing Requirements

Chapter 13 describes the policies governing filing aclaim
with a guarantor and requesting loan discharge or loan
forgiveness. This chapter discusses the policies related to
and the documentation required for default claims, as well
as for the various loan discharge types—closed schoal,
death of aborrower or astudent for whom aPLUSI|oan was
obtained, false certification, total and permanent disability,
and unpaid refund. Bankruptcy claim filing procedures are
also covered, as well as a description of the procedures for
the Teacher Loan Forgiveness Program and the Loan
Demonstration Program for Child Care Providers.

13.1
Claim Filing

Lenders must adhere to the following requirements for all
claimtypes. Compliancewith these requirementsiscrucia;
failureto comply may result inthe cancellation of theloan’s
guarantee.

[8682.401(b)(19)]

13.1.A
Claim Filing Requirements

A lender must file each claim according to the policies and
deadlines pertaining specifically to the type of claim being
filed (for more information on these policies and deadlines,
see each specific claim typein Sections 13.6 and 13.8). The
lender’s claim files must be accurate and must include all
documentation specified in Subsection 13.1.D.

If alender submits a claim with any required
documentation that is missing, incomplete, or inaccurate,
the guarantor may attempt to obtain the necessary
information from its own system or request theinformation
from the lender. The lender must provide the requested
information and, if applicable, refile the claim by therefile
deadline (refer to Subsection 13.2.A).

For claim filing purposes, including loan discharges, all
loan records related to a single Consolidation loan
promissory note must be filed as one claim package or at
the same time with the guarantor based on asingle payment

due date and amount. Although the subsidized,
unsubsidized, and HEAL portions of asingle Consolidation

loan may appear as separate |oan servicing records on the
lender’s system, the lender must ensure that the
Consolidation loan is administered asasingle
Consolidation loan. A guarantor may return aclaim and
impose a penalty up to and including the loss of the loan’s

guaranteeif it identifiesthat theloan has been serviced with

different interest rates, except for the underlying portion of

a Consolidation loan attributable to aHEAL loan, or
payment due dates. The lender may correct theloan, as

appropriate, and resubmit the claim. (See Subsection
14.1.E “Violations and Cures Associated with
Unsynchronized Servicing of a Consolidation Loan with
Multiple Loan Records.”)

A Lenders may contact individual guarantorsfor more
information on claim filing requirements for
Consolidation loans with multiple loan servicing
records.’

A Some guarantors offer services that enable lenders to
file claims electronically. Lenders may contact
individual guarantors for more information on such
services. See Section 1.5 for contact information.

Claim Form

The Claim Form is designed to be used by alender to
request claim reimbursement. All loans included on the
Claim Form must have the same loan type (i.e., Stafford,
PLUS, SLS, or Consolidation), due date, interest-paid-
through date, lender ID, and, if available, claim review
status.

The Claim Form and instructions include three separate
claim-filing statuses. exceptiona performer status,
standard review status, and program review status. The
claim-filing status the guarantor or Department assigns
determines both the method by which the lender’s claims
will be reviewed and paid and the documentation and
information the lender will be required to providein the
claimfile.

The claim review statuses are defined as follows:

«  The Exceptional Performer Satusis defined in
regulation and assigned by the Department. Lenders
designated as exceptional performers may file claims
using documentation requirements outlined in
Subsection 13.1.D. Such claims are not subject to
additional review for due diligence, conversion to
repayment, or timely filing requirements—except as
determined to be necessary by the guarantor or the
Department as part of the general program oversight
responsibility. Bankruptcy claims filed by alender
designated as an exceptiona performer are subject to
review for the lender’s compliance with standard
bankruptcy policies and requirements. The lender’s
failureto comply with those requirementsmay resultin
the guarantor’s return of the bankruptcy claim to the
lender, or, if the claim has been purchased, the lender’s
repurchase of the loan(s). (See Subsection 13.8.A for
more information regarding bankruptcy servicing
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13.8.E False Certification as a Result of the Crime of Identity Theft

forbearance on the loan(s) beginning on the date on which
the lender suspended collection activity. The lender may
capitalize unpaid interest that accrues during the
forbearance period.

[8682.402(e)(12)(ii)]

Anindividual’srequest for loan discharge cannot be denied
solely due to the individual’s failure to return the request
and required documentation within 60 days. If the lender
receives complete documentation from the individua at a
later date, the lender must process the loan discharge
request and if the individual appearsto qualify for the loan
discharge, file a claim with the guarantor.
[8682.402(e)(6)(V)]

Loss of Insurance

If aloan was made as aresult of the crime of identity theft

that was committed by an employee or agent of the lender,

or if at thetime the loan was made, an employee or agent of

thelender knew of theidentity theft of theindividual named

as the borrower or endorser on the loan, the loan is not
insured and the holder must refund to the Department any
amounts received asinterest benefits and special allowance

payments with respect to the loan.
[§682.402(e)(1)(iii)]*

Claim Filing Requirements

A lender must file afalse certification loan discharge claim
within 60 days of receiving complete loan discharge
documentation from the individual o, if the guarantor has
obtained the discharge documentation directly from the
individual, within 60 days from the date of the guarantor’'s
notification to file afal se certification loan discharge claim.
Failure to meet thistimely filing deadline may result in an
interest penalty.

[8682.402(e)(12)(iii)]

A lender facilitates the timely and accurate processing of a
false certification loan discharge claim by ensuring that
completeloan discharge documentation from theindividual
is submitted with each claim.

Thelender must forward to the guarantor within 30 days of
receipt any paymentsit receives after the claim has been
filed.

[8682.402(e)(12)(iii)]
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Claim Filing Documentation

Thelender must submit all of the following documentation
to the guarantor:

«  The Claim Form, completed according to the
instructions that accompany that form.

«  Theindividua’ssigned request for loan discharge and
all required documentation provided by theindividual,
unless the individual submitted this information
directly to the guarantor.

«  Theloan application, if aseparateloan application was
provided to the lender, and the promissory note (or a
true and exact copy of the promissory note), assigned
to the guarantor. If the original or copy of the loan
application or promissory note cannot be located, the
guarantor and the lender must examine their records
and any documentation submitted by the individual to
determine whether the individual qualifiesfor a
discharge. If the MPN is signed by athird party with
power of attorney (POA) for the individual, the lender
must also submit a copy of the applicable POA
document.

«  Thetotal amount of payments made by the individual
or on behalf of theindividual. Thistotal should be
provided on the Claim Form. If the total amount of
payments made by or on behalf of the individual isnot
available, the lender must clearly explain why this
information is not provided on the Claim Form.

«  Thetotal of any paymentsthelender isaware of having
received from athird-party source. These amounts
must beincluded inthetotal amount of principal repaid
on the Claim Form and must not beincludedinthetotal
amount of payments made by or on behalf of the
individual .

«  Supporting documentation not required for claim
submission must be retained by the lender in
accordancewith federal record retention requirements.
(See Subsection 3.4.A for information on lender record
retention requirements.)

[8682.402(€)(12)(iv)]

Some guarantors have additional documentation
reguirements. These requirementsare noted in Appendix C.
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13.8.F Spouses and Parents of September 11, 2001, Victims

interest accrued during the forbearance period. The lender
must also notify the borrower that the loan discharge was
denied and the reason for that denial.

Claim Payment

The guarantor will pay an eligible claim within 30 days of
approving the loan discharge application if the lender files
the claim based on false certification asaresult of the crime

of identity theft.

13.8.F
Spouses and Parents of September 11,
2001, Victims

The Third Higher Education Extension Act (THEEA) of
2006, providesfor loan discharge for spouses and parents of
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, Victimsform
and all required documentation to the lender.
[8682.407(c)(2) and (4)(ii)]

Eligibility Requirements

A borrower’s obligation to make further payments on their
own loansis discharged if the borrower was, at the time of
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 eligible public
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servant hasdied, the borrower must have been the spouse of
the eligible public servant at thetime of the terrorist attacks
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
digiblevictimisdischargedif the borrower was, at thetime
of the terrorist attacks, and currently is, the spouse of an
eligible victim, unless the eligible victim has died. If the
eligible victim has died, the borrower must have been the
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
make any further payments on a PLUS loan incurred on
behalf of an eligible public servant or eligiblevictim 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
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); 8682.407(b)(4)]

Applicable Definitions

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 safety 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 eigible victim.
[8682.407(a)(3)]
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13.9.B Teacher Loan Forgiveness Program

borrower a forbearance unless the borrower qualifies for a
deferment.
[HEA 8428K(d)(1) and (f)]

Receipt of abenefit under this program does not entitle the
borrower to arefund of payments made on the loan.

[HEA 8428K (d)(2); Federal Register dated August 29,
2002]

13.9.B
Teacher Loan Forgiveness Program

The Teacher Loan Forgiveness Program is intended to
encourage individual sto enter and continue in the teaching
profession in certain eligible elementary and secondary
schoolsthat servelow-incomefamilies. Theamount of loan
forgiveness for which aborrower is eligible depends on all
of the following criteria

«  When the borrower begins his or her qualifying
teaching service.

«  The borrower’s quaifications.
«  The subject areain which the borrower teaches.

Under this program, the Department repays a maximum of
$5,000 or $17,500, as applicable, (combined total for loans
obtained under both the FFELP and FDLP) of a qualified
borrower’s Stafford loan obligations, and Consolidation
loan obligations to the extent that a Consolidation loan
repaid a borrower’s qualifying Stafford loan(s). No
borrower may receive benefit for the same teaching service
under both the Teacher L oan Forgiveness Program and
subtitle D of Title! of the National and Community Service
Act of 1990 (AmeriCorps).

[8682.215(a) and (c)(9); GEN-05-02/FP-05-02]

A borrower who completes the qualifying teaching service
may request |oan forgiveness by completing a Teacher Loan
Forgiveness Application and forwarding it to the lender or
guarantor. The lender must forward the borrower’s
completed |oan forgiveness application, including any
supporting documentation, to the guarantor no later than
60 days after its receipt. The guarantor determines the
borrower’s dligibility for loan forgiveness and advises the
lender of its determination. The lender must notify the
borrower of the guarantor’s determinati on within 30 days of
receiving that determination. If loan forgivenessis granted
and the borrower has an outstanding loan balance, the
lender also must provide the borrower with information
regarding any new repayment terms.

[8682.215(f)(2) and (4)]

Unless instructed otherwise by the borrower, the lender
must apply ateacher loan forgiveness payment received on
the borrower's behalf first to any outstanding unsubsidized
Federal Stafford loan balances, next to any outstanding
subsidized Federal Stafford loan balances, and then to any
eligible outstanding Federal Consolidation loan balances.
[8682.215(f)(5)]

Receipt of abenefit under this program does not entitle the
borrower to arefund of any payments made on the loan(s).
[8682.215(d)(3)]

Eligibility Criteria

To be eligible for loan forgiveness under this program, a
borrower must meet all of the following criteria

«  Theborrower must have had no outstanding balanceon
aFFELP or FDLP loan on October 1, 1998, or had no
outstanding balanceon aFFEL P or aFDLPloan onthe
date he or she obtained a loan after October 1, 1998.

«  Theborrower must have been employed as afull-time
teacher for 5 consecutive, complete academic years at
aqualifying school (see definition of qualifying school
below) or a combination of qualifying schools, as
certified by the chief administrative officer(s) at the
school(s).

- Any consecutive 5-year period of qualifying
service may be counted for teacher loan
forgiveness purposes.

See Section H.4 for information about a statutory or
regulatory waiver authorized by the HEROES Act that
may impact these requirements.

«  If theschool wherethe borrower isemployed meetsthe
eigibility criteriaof aqualifying school for any year of
the borrower’s employment, all subsequent years
continue to qualify the borrower even if the school
does not meet the criteria. However, if the borrower is
initially employed by a school that does not meet the
criteriaand the school later qualifies, the borrower's 5
qualifying years of service begin when the school
meets the eligibility criteria.
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13.9.B Teacher Loan Forgiveness Program

« A borrower whoisin default on aloan(s) for which the
borrower seeks forgiveness must have made
satisfactory repayment arrangements on the defaulted
loan(s) to reinstate Title 1V aid eligibility. See
Subsection 5.2.D.

«  Theloan for which forgiveness is sought must have
been made before the end of the 5th year of qualifying
teaching service.

[§682.215(a)-and{c)8)]*
Interruptions in Qualifying Teaching Service

A lender should not consider the time that a borrower ison
active duty as aresult of amilitary mobilization as an
interruption in the borrower’s qualifying teaching service.
This appliesto a borrower who is a member of areserve
component of the Armed Forcesand is called or ordered to
active duty for more than 30 days, and to aborrower who is
aregular active duty member of the Armed Forcesand is

reassigned to adifferent duty station for more than 30 days.

Completion of one-half of an academic year is considered
to be one academic year if the borrower’s employer
considers the borrower to have fulfilled his or her contract
requirements for the academic year for the purposes of
salary increases, tenure, and retirement, and the borrower is
unable to compl ete the academic year due to any one of the
following:

« A return to postsecondary education on at least a half-
time basisin aprogram directly related to the
borrower’s teaching service.

« A condition covered under the Family and Medical
Leave Act of 1993.

«  Anorder to active duty statusfor more than 30 daysas
amember of areserve component of the Armed
Forces.

An interruption in the borrower’s teaching service for any
one of the above reasons (even if not counted as part of an
eligible academic year for the purpose of the forgiveness),
along with thetimerequired to return to qualifying teaching
service at the beginning of the next regularly scheduled
academic year, is not considered an interruption in the
required 5 consecutive years of service.

[8682.215(c)(7)]

L Policy 1065 (Batch 153), approved November 20, 2008

Loan Forgiveness Amounts

The total amount of loan forgiveness applicableto a
borrower’s outstanding eligible loans depends on when the
borrower begins his or her period of teaching service and
the type of teaching service the borrower performs.

For aborrower who begins a period of qualifying teaching
service prior to October 30, 2004, the borrower may be
eigiblefor loan forgiveness of amaximum of up to $5,000
if heor sheiseither:

« A full-time elementary school teacher who
demonstrates knowledge and teaching skillsin
reading, writing, mathematics, and other areas of the
elementary school curriculum.

« A full-time secondary school teacher teachingin a
subject areathat is relevant to his or her academic
major.

A borrower may also complete the 5-year teaching service
regquirement by combining years of full-time service at
qualifying elementary and secondary schoolsin order to
qualify for teacher loan forgiveness, provided that he or she
isotherwise eligible.

For a borrower who begins a period of qualifying teaching
service prior to October 30, 2004, the borrower may be
eligible for up to $17,500 in loan forgiveness (less any
forgiveness amount received under the previous criteria) if
the borrower has completed the period of qualifying
teaching serviceasahighly qualified full-time mathematics
or science teacher in a qualifying secondary school or as a
highly qualified special education teacher.

For a borrower who began a period of teaching service on
or after October 30, 2004, his or her loans may be eligible
for loan forgiveness of either:

+ A maximum of $5,000 for teaching as ahighly
qualified, full-timeteacher in an eligible elementary or
secondary school.

« A maximum of $17,500 for teaching as a highly
qualified full-time mathematics or science teacher in
an eligible secondary school or as ahighly qualified
special education teacher.

[8682.215(d); GEN-05-02/FP-05-02]

A borrower may also complete the 5-year teaching service
requirement by combining years of full-time service at
qualifying elementary and secondary schoolsin order to
qualify for teacher |oan forgiveness, provided that he or she
is otherwise eligible.
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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 a violation
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)]

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)]

«  Theending 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)]

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)]

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.]

14.1.E

Violations and Cures Associated with
Unsynchronized Servicing of a
Consolidation Loan with Multiple Loan
Records

Although the subsidized, unsubsidized, and HEAL portions
of asingle Consolidation loan may appear as separate |oan
servicing records on the lender’s system, the lender must
ensure that the Consolidation loan is administered asa
single Consolidation loan.*
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14.2 Timely Claim Filing Violations

If the lender fails to perform due diligence activitieson a
single payment due date and amount, or fails to grant
deferment or forbearance for the single Consolidation loan

that contains multiple loan servicing records, the lender
may incur due diligence violations sufficient to cause aloss

of guarantee on the loan. If this occurs, due diligence
activities will be reviewed and penalties assessed in
accordance with Sections 14.3 and 14.4. For purposes of
assessing due diligence violations on an unsynchronized
Consolidation loan, the servicing of the single
Consolidation loan is reviewed as follows:

If the guarantor cannot determine the correct due date

or cannot confirm that the loan is in default, the claim

may bereturned tothelender. Refer to Section 13.2for

more information on claim returns.

If the guarantor determines aloan to be otherwise
eligible for claim payment, the guarantor may return
the claim for the lender to make the necessary
corrections and resubmit the claim to include all
portions of the loan, the correct due date, and the

270 days of servicing detail. Upon receipt of the
resubmitted claim, the guarantor will review the
conversion to repayment and all due diligence activity

based upon the correct due date. Thisincludes
reviewing due diligence activity performed on all
portions of the single Consolidation loan.

Based upon the due diligence review of the single
Consolidation loan, penalties for any violations
identified will be assessed in accordance with Section

14.3 or 14.4, as applicable.

Depending upon the level of any penalty that may be
assessed, thelender may curetheloan by following the

appropriate procedure in Section 14.5 or 14.6, as
applicable.

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)]

L Policy 997 (Batch 153), approved November 20, 2008

« A death 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)(1)]

«  Spouses and parents of September 11, 2001, victims
discharge claim within 60 days of determining the
borrower qualifies for the discharge.

« A disability claim within 60 days after receiving a
complete loan discharge application or other form(s)
approved by the Department.

[8682.402(9)(2)(1)]

« A bankruptcy claim within 30 days after receiving
notification that the borrower has filed a bankruptcy
petition—unless the lender receives information
indicating that the loan may be determined to be
dischargeable due to undue hardship. If the loan is
dischargeable due to undue hardship, the lender must
fileabankruptcy claimwithin 15 daysof receiving that
notification or, if the lender secured an extension of
time within which to respond, 25 days before the
expiration of that extended period.
[8682.402(g)(2)(iv)]

« Anineligible borrower claim within 120 days after the
date on which thefinal demand letter was mailed to the
borrower and the borrower did not respond.
[8682.406(a)(5); 8682.412(€)]

« A closed school claim within 60 days after receiving
the borrower’s written request for discharge.
[8682.402(g)(2)(ii)]

« A false certification claim within 60 days after
receiving the borrower’s written request for discharge.
[8682.402(g)(2)(iii)]

If aguaranteeis canceled as the result of atimely filing
violation, the cancellation is effective on the date thefiling
deadline expires.

[8682, Appendix D, I.A.]
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15.1.A Agreement to Guarantee Federal Consolidation Loans

Chapter 15 highlights policies and procedures specific to
Federal Consolidation loans. A borrower may obtain a
Consolidation loanto merge several typesof federal student
loans with varying repayment terms into a single loan.

15.1
Lender Participation

To participate in the Federal Consolidation Loan Program,
alender must meet the following requirements:

«  Thelender must bean eligiblelender under the FFELP
(secondary markets may also be considered eligible
lenders).

«  Thelender must sign an agreement to guarantee
Federal Consolidation loans with a guarantor (this
agreement may be a separate agreement or included as
part of other agreements between the lender and the
guarantor).

«  Thelender must maintain a certificate of
comprehensive insurance coverage with the guarantor
providing such coverage.

[HEA 8428C(b)]

Some guarantors have additional or aternate requirements.
These requirements are noted in Appendix C.

A Lenders may contact individual guarantors for
information on whether Consolidation loan
agreements are separate from other lender agreements.
See Section 1.5 for contact information.

15.1.A
Agreement to Guarantee Federal
Consolidation Loans

The agreement to guarantee Federal Consolidation loans
defines the terms and conditions under which the lender
may make guaranteed Consolidation loans. Thisagreement
issimilar to the agreement that the lender must sign to
participate in other loan programs with a guarantor (see
Subsection 3.3.A).

The lender must meet specific requirementsin the
agreement for Consolidation loan guarantees to remain in
effect. By signing the agreement, the lender agrees to meet
the following requirements:

- To exercise reasonable care and diligence in the
making, servicing, and collecting of Consolidation
loans.

«  To comply with all applicable federal and state laws
and regulations—as well as procedures required in
federal regulations, this Manual, guarantor bulletins,
and Consolidation loan forms, applications, and
agreements.

«  Tousean approved Consolidation loan application and
promissory note.
[8682.206(b)]

«  To secure information on the outstanding balance of
each eligible loan to be consolidated before including
it in the Consolidation loan.

[8682.206()]

«  Topay thefull proceeds of each outstanding loanto the
appropriate holder(s).

+ Topay al.0% lender fee to the Department on each
Consolidation loan made. Thisfee may not be charged
to the borrower.

[HEA §438(d)]

«  To promptly provide reports on other information that
may be requested by the guarantor.

«  To pay the Department a monthly rebate fee on
Consolidation loans made on or after October 1, 1993,
and held by the lender at month end (see Section 15.7).
[HEA 8428C(f)]

+  To make Consolidation loans without discriminating
against an applicant. See below for information
concerning nondiscrimination provisions.

[HEA 8428C(b)(6); DCL GEN-98-7/98-L-201/98-G-
307]

Although the subsidi zed, unsubsidized, and HEAL portions
of asingle Consolidation loan may appear as separate |loan
servicing records on the lender’s system, the lender must
ensure that the Consolidation loan is administered asa
single Consolidation loan. Lenders and servicers are
expected to maintain adequate internal controls and
procedures to ensure that all portions of the single
Consolidation loan remain synchronized throughout thelife
of the loan, and any re-synchronization occursin atimely
manner to ensure that the loan maintains a single due date
and amount. The guarantor may examine the lender’s
controls, procedures, and servicing history during a
program review. 1_Lenders must diligently service
Consolidation loans in accordance with provisions
applicableto other FFEL P loans. Any failureto fulfill those
reguirements may result in aloss of the guarantee on the
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Chapter 15: Federal Consolidation Loans—November 2008

1



http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=206&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=206&TYPE=TEXT
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/Int.HEA_CCRAA_tech_corr-PartsBDGI-122107.pdf
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/Int.HEA_CCRAA_tech_corr-PartsBDGI-122107.pdf
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/Int.HEA_CCRAA_tech_corr-PartsBDGI-122107.pdf
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/Int.HEA_CCRAA_tech_corr-PartsBDGI-122107.pdf
http://ifap.ed.gov/dpcletters/doc0460_bodyoftext.htm
http://ifap.ed.gov/dpcletters/doc0460_bodyoftext.htm

15.3.A Providing Consolidation Loan Information

Some guarantors restrict the methods by which a borrower
may become eligible to consolidate adefaulted loan. These
requirements are noted in Appendix C.

It isthe obligation of the consolidating lender to determine
whether the borrower has chosen an income-sensitive
repayment schedule or has made the required monthly
payments to the holder of the defaulted loan.

Satisfactory repayment arrangements for Consolidation
loan eligibility purposes are defined as three consecutive,
on-time (received within 15 days of the due date),
voluntary, full monthly payments. These payments must be
reasonable and aff ordable with respect to the borrower’s
financial situation and must be received by the holder of the
defaulted loan during the three months immediately
preceding the receipt of a consolidating lender’s
verification certificate. Prepayment of future installments
will not be counted in determining whether the borrower
has made three consecutive payments. Income-sensitive
repayment schedule eligibility and terms are outlined in
Subsection 10.8.C.

[8682.200(b); 8682.201(d)(1)(i)(A)(3); 8682.209(a)(6)]

Adding Loans after Consolidation

A borrower may add to any outstanding Consolidation loan
any eligible loans received before or after the date of the
consolidation, provided the borrower makes a request
within 180 days of the date the Consolidation loan is made.
A borrower who wishesto add eligible loansto a
Consolidation loan must complete and return the Request to
Add Loans form to the lender so that it is received by the
lender within 180 days of the date the original
Consolidation loan was made. After the 180-day period, the
borrower may not include additional loansin the
outstanding Consolidation |oan.

A borrower who wantsto add loansto a Consolidation loan
that has been disbursed should provide information
regarding those loansto the lender. If the borrower requests
that aloan be added within the 180-day add-on period, the
consolidating lender is permitted an additional 30 days
beyond the 180-day period to compl ete the disbursement of
the additional loan funds.

[8682.201(e)(1)]

L enders and-berrowers-should note and inform borrowers
that the interest rate and repayment terms on a
Consolidation loan may be affected by adding loans. The
lender must disclose new repayment termsto the borrower,
if the terms of the borrower’s Consolidation loan change
due to the addition of loans within the 180-day add-on
period. A consolidating lender must perform due diligence

activities at aloan level, even if the lender establishes an

additional loan servicing record for the add-on portion of
theloan. That is, the lender must perform due diligence
activities on a single payment due date and amount for the
single Consolidation loan that contains multiple loan
servicing records. (See Section 12.4 for more information
on due diligence requirements.) For portions of the
Consolidation loan attributableto HEAL loans, thevariable
interest rate is based on the average of the 91-day Treasury
bill rate plus 3%, with no cap.

[HEA §428C(c)(1)(D)]*

Some guarantors require lenders to report the adding of
loans to Consolidation loans within specific time frames.
These requirements are noted in Appendix C.

15.3
The Application Process

Neither the guarantor nor the lender may charge the
borrower afederal default fee (or guarantee fee) or
origination feewith theborrower’sapplicationfor aFederal
Consolidation loan. Federal regulations permit guarantors
to charge lenders an administrative fee to cover the costs of
increased or extended liability for Consolidation loans.
This fee may not exceed $50 and may not be passed on to
the borrower.

[8682.401(b)(12); 8682.505(a)]

A Lendersmay contact individual guarantors for further
information on applicable fees. See Section 1.5 for
contact information.

15.3.A
Providing Consolidation Loan Information

The lender is encouraged to provide information to
prospective Consolidation loan borrowers to help them
makeinformed decisionsabout consolidation. Lendersmay
wish to provide the following types of information:

Checklist
Including achecklist can be hel pful in guiding the borrower
through the Consolidation loan application process.
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15.4 Dishursement

Calculating the Weighted-Average Interest Rate

With the exception of any outstanding balance representing
aHEAL loan, the outstanding balance of al eligible loans
to be consolidated are included in the weighted-average
interest rate calculation. A weighted-averageinterest rateis
calculated asfollows:

The following exemplifies a weighted-average interest rate
calculation for aloan application received by the lender on
or after October 1, 1998:

[8682.202(a)(4)(iv)]

Step 1

Multiply the outstanding balance of each loan to be
consolidated by that loan’s current interest rate. A variable
rate loan should be included in the calculation at the rate at
which it is currently accruing.

Outstanding loan balances are $3,500,
$3,200, and $5,500 respectively—for a
total of $12,200. The current interest
rates for the loans are 7%, 5%, and 9%,
respectively.

Example:

$3,500 X .07 = $245
$3,200 X .05 = $160
$5,500 X .09 = $495

Step 2

Add theresults of all calculations made under Sep 1. Then
divide this sum by the outstanding balance of all loans
being consolidated.

$245 + $160 + $495 = $900
$900 + $12,200 = .07377 or 7.377%

Example:

Step 3

Round the result of Sep 2 up to the nearest one-eighth of
one percent, not to exceed 8.25%.

Example: 7.377% isrounded up to 7.5%

A lender may chargethe borrower aratethat islessthan the
statutory maximum. 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.

[8682.202(a)(5)]

A lender must notify the borrower, at the time alower
interest rate is offered, that the lower-rate interest 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 goes to 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.

154
Disbursement

The lender may disburse a Consolidation loan upon
receiving the borrower’s signed application and promissory
note and completed verification certificates from the
holder(s) of all loansto be consolidated. In disbursing the
loan, the consolidating lender must pay to each holder of a
loan that is being consolidated the outstanding principal
bal ance plus any accrued unpaid interest, late charges (as
certified on the verification certificate), and collection
costs, as applicable.

A Consolidation loan is 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 the loans to be
consolidated. For funds disbursed by EFT, the
Consolidation loan is considered disbursed on thefirst date
that funds are transferred. If the loan funds for 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, or the
application receipt date, is used to determine its terms and
conditions.”
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15.5 Repayment

Thefirst disbursement date for the Consolidation loan, or
the application receipt date, establishes the terms and
conditionsfor every loan servicing record established under

asingle promissory note for the borrower. For loan
guarantee purposes, the single Consolidation loan
application and promissory note represents asingle
Consolidation loan. The lender must ensure that all
servicing aspects for the multiple portions of the loan
remain synchronized. Failure to establish and maintain a
singlerepayment schedule, first and next payment due date,

and to consistently apply deferment, forbearance, and loan

discharge provisions may result in the loss of the entire
loan’s guarantee. (See Subsection 14.1.E “Violations and
Cures Associated with Unsynchronized Servicing of a
Consolidation Loan with Multiple Loan Records.”)!

Upon receiving sufficient proceeds from the consolidating
lender, the holder of each loan being consolidated must
promptly apply the proceeds to pay the borrower’s
obligation in full. If proceeds disbursed by the
consolidating lender are not sufficient to pay aloan in full,
the holder should contact the consolidating lender to
resolve the discrepancy.

The holder of aloan that is paid in full by a Consolidation
[oan must promptly make the following notifications:

«  Notify the consolidating lender that the consolidating
funds were received and provide certification that the
underlying loan has been paid in full.
[8682.209(h)(5)]

+  Report the payment in full to at least one appropriate
national credit bureau.
[8682.208(b)(1)]

«  Report to the loan’s guarantor that the loan has been
paid in full by consolidation.
[8682.209(h)(5)]

15.5
Repayment

A Federal Consolidation |oan enters repayment on the date
the loan is disbursed. When establishing the repayment
termsfor aConsolidation loan, thelender must consider the
borrower’s financia ability to repay the loan and ensure
that the terms meet the requirements described in this
section.

[8682.102(e)(5); §682.209(a)(1); §682.209(h)(1)]

L Policy 991 (Batch 153), approved November 20, 2008

Lenders must offer Consolidation loan borrowers the
choice of a standard, graduated, income-sensitive or, if
applicable, an extended repayment schedule. See Section
10.8 and Subsection 10.6.D for more information on these
repayment schedules and minimum payment requirements.
[8682.209(a)(6)]

15.5.A
Establishing the First Payment Due Date

A lender must establish the first payment due date on a
Consolidation loan that is no later than:

«  60daysafter thedate of thelast disbursement that pays
underlying loansin full.
[8682.102(e)(5); §682.209(a)(1); §682.209(h)(1)]

«  60daysafter thelast day of adeferment or forbearance
period, unless the borrower makes a prepayment
during this period that advances the due date (see
Subsections 10.11.B and 10.11.D). For more
information about establishing repayment after a
deferment or forbearance period, see Subsections
11.1.1 and 11.20.J, respectively.
[8682.209(a)(3)(ii)(B)]

A consolidating lender must establish asingle payment due
date and amount for the single Consolidation loan, even if
the lender establishes an additional loan servicing record
for the add-on portion of the loan. In addition, a
consolidating lender must establish a single repayment
schedulewith onefirst payment due date, even if thelender
establishes more than asingle loan servicing record for the
subsidized, unsubsidized, and HEAL portions of the loan.
The lender must ensure that all servicing aspectsfor the
multiple portions of the loan remain synchroni zed.?

15.5.B
Disclosing Repayment Terms

The lender must disclose repayment terms for a Federal
Consolidation loan to the borrower at the timetheloanis
disbursed. For more information on repayment disclosure
reguirements, see Section 10.7.

[8682.205(c)]

If the terms of aborrower’s Consolidation loan change due
to the addition of aloan(s) within the 180-day add-on
period, alender must disclose new repayment terms to the
borrower. A lender may establish anew effective date for a
revised payment amount that is no more than 60 days after
the last disbursement that paid the add-on loan(s) in full.

2 Policy 991 (Batch 153), approved November 20, 2008
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15.5.C Maximum Repayment Period

The lender must disclose to the borrower a single payment

due date and amount for the single Consolidation loan that

contains multiple records.*
[8682.102(e)(5)]

A lender may capitalizethe sum of collection costs assessed
by any previous holders if the borrower has agreed in
writing to have those costs capitalized in the Consolidation
loan. A borrower applying to consolidate any defaulted
loans must agree to the capitalization of collection coststo
qualify for a Consolidation loan.

[8682.202(g); §682.401(b)(27)]

L Policy 991 (Batch 153), approved November 20, 2008

155.C
Maximum Repayment Period

The length of the repayment period for a Federal
Consolidation loan varies according to the sum of the
beginning balance of the Consolidation loan and the
amount of the borrower’s other education loans. Other
education loans are those made to a borrower by an

organi zation under apublic or private student loan program
exclusively for the purpose of financing the borrower’sor a
dependent student’s postsecondary education. For the
purposes of determining the borrower’s repayment terms,
the sum of other education loans may not exceed the
amount of the Consolidation loan and may not include non-
Title IV education loans that are in default. The sum of
other education loans may include any defaulted Title 1V
loans for which satisfactory repayment arrangements have
been made (see Section 15.2).

[8682.209(h)]

Thelender isnot required to verify the balance of any other
education loansthat are used to deter mine the length of the
repayment period for a Federal Consolidation loan.

Maximum Repayment Periods for Consolidation Loans

Sum of Consolidation Loan Balance plus Balances of Other Education Loans

Figure 15-2

Maximum Repayment Period*

Less than $7,500 10 years
$7,500 or more, but less than $10,000 12 years
$10,000 or more, but less than $20,000 15 years
$20,000 or more, but less than $40,000** 20 years
$40,000 or more, but less than $60,000 25 years
$60,000 or more 30 years

*Maximum repayment periods exclude authorized periods of deferment and forbearance. [§682.209(h)(2) and (h)(3)]

**A “new borrower” on or after October 7, 1998, with an outstanding balance of principal and interest in FFELP loans totaling more than $30,000,
may select an extended repayment schedule that allows for a repayment period not to exceed 25 years. [8682.209(a)(6)(ix)]
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H.4.D Disaster Waivers

which the borrower isan affected individual, including
a 3-month transition period that immediately follows,
will not be considered an interruption in the required
service for the borrower to receive loan forgiveness.

22. Consolidating Defaulted Loans (see Section 15.2)

A defaulted Title IV loan is eligible for consolidation
if, at thetime of application for the Consolidation |oan,
the borrower has agreed to repay the Consolidation
loan under an income-sensitive repayment schedul e, or
the borrower has made satisfactory repayment
arrangements. Satisfactory repayment arrangements
for Consolidation loan eligibility purposes are defined
asthree, consecutive, on-time (received within 15 days
of the due date), voluntary, full monthly payments.
These payments must be reasonable and affordable
with respect to the borrower’s financial situation and
must be received by the holder of the defaulted loan
during the 3 monthsimmediately preceding the receipt
of aconsolidating lender’s verification certificate.

For an affected individual who establishesédligibility to
consolidate a defaulted loan by making satisfactory
repayment arrangements, the requirement for
consecutive monthly payments is waived. Guarantors
should not treat any payment missed during the time
that a borrower is an affected individual as an
interruption in the requisite three consecutive,
monthly, on-time payments. When the borrower is no
longer considered to be an affected individual, or ina
3-month transition period that immediately follows,
the required sequence of qualifying payments may
resume at the point they were discontinued as a result
of the borrower’s status.

23. Collection Activities on Defaulted Loans (see
34 CFR 682.410 and the 07-08 FSA Handbook,
Volume 6)

Title IV loan holders must attempt to recover amounts
owed from defaulted loan borrowers.

The provisions that require collection activities on
defaulted Title IV loans are waived for the time period
during which the borrower is an affected individual .
Collection activities may cease upon notification by
the borrower, a member of the borrower’s family, or
another reliable source that the borrower is an affected
individual. The loan holder is not required to obtain
evidence of the borrower’s status as an affected
individual. Collection activities must resume after the
borrower has notified the loan’sholder that he or sheis
no longer an affected individual, and must include the

3-month transition period that immediately follows.
The loan holder must document in the loan file the
reason that it suspended collection activities.

Documentation Requirements

A school, lender, or guarantor must document the
application of awaiver or modification in such away that it
can report to the Department, upon request, the effect of the
waivers and modifications.

H.4.C
Higher Education Hurricane Relief Act
Walivers

The Higher Education Hurricane Relief Act of 2005 (P.L.
109-148) authorized the Department to waive or modify
any statutory or regulatory provision applicable to the
Title IV programs, or any student or institutional eligibility
provisionin the HEA, as the Department deems necessary
in connection with a Gulf hurricane disaster.

Based on this authority, on February 23, 2006, the
Department published Electronic Announcement #9 and
Electronic Announcement #12, stating that hurricane-
tmpacted-affected schools that were in possession of Title
IV funds that were awarded to students enrolled for an
academic period that was disrupted by Hurricane Katrinaor
Hurricane Ritawill, generally, not be required to return
those funds for students who withdrew or who never began
attendance. For the purposes of thisrelief, an hurricane-
impaeted-affected school is a school with amain campus
that ceased on-campus operations for more than thirty days
asaresult of Hurricane Katrina or Hurricane Rita, as
determined by the Department.

See Subsection H.4.D for additional waiverspertainingtoa
student or borrower who is affected by ahurricane or other
disaster.

H.4.D
Disaster Waivers

In DCL GEN-04-04 posted on February 24, 2004, the
Department issued general guidance for helping Title IV
participants affected by a disaster. This guidance
supplementsthe FSA Handbook and Disaster L etter 99-28,
published August, 5, 1999, which provided separate
guidance on the treatment of borrowers who have been
affected by adisaster.’
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H.4.D Disaster Waivers

The Pdll Grant Hurricane and Disaster Relief Act (P.L. 109-

Verification

66) and the Student Grant Hurricane and Disaster Relief
Act (PL. 109-67) authorized the Department to provide a
waiver of astudent’s Title IV grant overpayment if the
student withdrew from a school because of amajor disaster.

On November 9, 2005, the Department issued DCL GEN-
05-17, toimplement the Title IV grant overpayment waiver.

On June 24, 2008, the Department issued GEN-08-10 to
remind Title IV participantsthat the waiversfirst published

in DCL GEN-04-04 and DCL GEN-05-17 remain in effect.

Unless stated otherwise, this regulatory relief appliesto all

Title 1V recipients and their families who, at thetime of a
disaster, were residing in, employed in, or attending a
school located in afederally-declared disaster area. This
relief also applies to schools that are located in such areas.

Federally-declared disaster designations are available on
the Federal Emergency Management Agency’s (FEMA)
Website.

A school or lender that deviates from otherwise required
actions on the basis of these waivers must document that
fact and indicate what alternative procedures were
followed.

Schools should consult DCL. GEN-04-04 for additional
information about waivers that are specific to the Federal
Pell Grant, Campus-Based, and Federal Direct Loan

Programs.

Need Analysis

A financial aid administrator (FAA) will not count special
financial relief aid (for example, grants or low-interest
loans) that avictim of adisaster received from the federal
government or from astate as estimated financial assistance

(EFA) or income for the purpose of calculating a student’s

expected family contribution (EFC).

Professional Judgment

An FAA may exercise professional judgment to make
adjustmentsto the cost of attendance (COA) or to thevalues

of the items used in calculating the EFC to reflect a
student’s special circumstances (see Subsections 6.5.D and

6.6.B). The Department encourages an FAA to use
professional judgment in order to reflect more accurately
the financial need of students and familieswho are affected

by adisaster. The FAA still must make adjustmentson a
case-by-case basis and clearly document the student’sfile
with the reason(s) for any adjustment.

A school isnot required to compl ete verification during the

award year for Title 1V federal student aid applicants
selected for verification whose records were lost or
destroyed because of adisaster. A school must document
when it does not perform verification for this reason.

Recordkeeping Requirements for Schools

A school that is affected by adisaster isrequired to attempt

to reconstruct Title IV federal student aid records that are
lost because of the disaster. (See Section 4.5 and the 08-09

FSA Handbook, Volume 2, Chapter 9 for moreinformation

about required records that a school must maintain.)
However, a school will not be held responsible for records

and documentation that, because of disaster damage,
cannot be reconstructed. The school must document that
the records were |lost due to a disaster.

Disbursement of FFELP Loan Proceeds

A lender isnot required to disburse FFEL Ploan proceedsto

a school according to the school’s original disbursement
scheduleif thelender has been informed that the school has

delayed or will delay opening for a scheduled term, or has

ceased operations for an undetermined period of time
because the school was affected by adisaster. Such aschool

should request arevised disbursement date(s), and the
lender should await a revised disbursement schedule from
the affected school. A loan holder may revise information
on the loan period and graduation date on aloan record
related to the revised disbursement schedule as the
information becomes available from the school. In this
case, neither the school nor the lender should require a
borrower to reapply for aloan.

Credit Balances

If aTitleV credit balance exists for any reason when a
student withdraws, including as a result of the school’s
policy for refunding institutional charges, that credit
balance must first be applied to any Title IV grant
overpayment that exists as aresult of the student’s
withdrawal. However, if aschool grants awaiver of any
Title IV grant overpayment that exists as aresult of the
student’s withdrawal, the school must not apply any

Title IV credit balance toward the grant overpayment. See
“Grant Overpayment Waiver” below.!
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H.4.D Disaster Waivers

Satisfactory Academic Progress

If astudent failsto meet a school’s satisfactory academic

Institutional Charges and Refunds

A school is strongly encouraged to provide afull refund of

progress standards due to a disaster, the school should
suspend the satisfactory academic progress standards for

tuition, fees, and other institutional charges, or to provide a
credit in a comparable amount against future charges for a

that student in accordance with its policies for satisfactory

student who withdraws from school as a direct result of a

academic progress appeal s due to mitigating
circumstances. (For more information, see the 2008-09
FSA Handbook, Volume 2, Chapter 10, pp. 2-127 and 2-

disaster. The Department urges a school to consider
providing easy and flexible re-enrollment optionsto such a
student. However, before a school makes a refund of

130.) The school must document in the student’sfile that a

ingtitutional charges, it must perform the required return of

disaster constituted the mitigating circumstances that
caused the student’s failure to maintain satisfactory
academic progress.

Enrollment Reporting

If, as adirect result of adisaster, aschool is unable to
complete and return its Enrollment Reporting Submittal
File to the National Student Loan Data System (NSLDS)
according to the school’s established schedule, the school
must contact the NSLDS Customer Service Center (see
Section D.6) to modify itsreporting schedule. A school that

Title IV funds calculation based upon the originally
assessed institutional charges (see Subsection 9.5.A). After
determining the amount that the school must return to the
Title 1V programs, any reduction of institutional charges
should take into account the funds that the schoal is
required to return. The Department does not expect that a
school would both return fundsto the TitlelV programsand
also provide arefund of those same funds to the student.

Grant Overpayment Waiver

A withdrawn student is not required to repay aTitle IV

uses a servicer to report enrollment information to the
NSL DS should contact its servicer to determine whether

grant overpayment if the circumstances of the student’s
withdrawal meet all of the following conditions:

the school’s enrollment reporting data submission schedule

should be adjusted. If a school receives awarning letter
from NSL DS regarding missed reporting deadlines, it
should contact NSLDS Customer Service to ensure that
reporting schedule modifications have been made.

In-School Period

A Staffordloan borrower who wasin anin-school period on

the date the borrower’s attendance at a school was
interrupted due to a disaster should be continued in anin-
school status until such time as the borrower withdraws or

re-enrollsin the next regular enrollment period, whichever

isearlier. This period of disaster-related nonattendance
should not result in a borrower entering or using any of his

or her grace period. This guidance does not affect the way

aschool should report aborrower’s enrollment statuson its

Enrollment Reporting Submittal File (see Section 9.2).

Leaves of Absence

A school is not required to collect awritten request for an
approved |eave of absence from a student who was directly

affected by adisaster. A school’s documentation of its
decision to grant the leave of absence must include the
reason for the leave of absence and the reason for waiving

the required written request. For more information about
the requirements for an approved leave of absence, see
Section 9.3.

«  Thestudent wasresiding in, employed in, or attending
aschool that islocated in afederally-declared disaster
area.

«  The student withdrew because of the impact of the
disaster on the student or the school.

«  The student’s withdrawal occurred within the
academic year during which the federal disaster
designation occurred or during the next succeeding
academic year, beginning with any academic year that
occurs, in whole or in part, with the 2005-06 award
year.

A school that waives a student’s grant overpayment under
these conditionsis not required to notify the student or the
NSLDS of the overpayment, or refer any portion of the
overpayment to the Department. In addition, a school must
not apply any Title IV credit balance toward the grant
overpayment.

In addition to documenting the application of thiswaiver in
the student’s file, a school must also document the amount
of any overpayment that has been waived."
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H.4.D Disaster Waivers

Deferment — In-School

A loan holder must treat aloan that wasin an in-school
deferment status on the date disaster conditionsinterrupted
normal operations at aschool asif theloan continuesin an
in-school deferment until such time as the borrower
withdraws or re-enrolls at the next regular enrollment
period, whichever isearlier. The borrower, amember of the
borrower’s family, or another reliable source should notify
the loan holder(s) of the borrower’s status. This guidance
does not affect the way a school should report aborrower’s
enrollment status on its Enrollment Reporting Submittal
File (see Section 9.2).

Administrative Forbearance

A loan holder may grant an administrative forbearance for
up to 3 months to a borrower who has been adversely
affected by a disaster. See Subsection 11.21.L.

Other Regulatory Requirements

A school that is affected by a disaster should contact the
appropriate School Participation Team (see Section D.1) to
address case-by-case concerns about the following
regulatory requirements.

Credit balances.

Notices and authorizations.

Borrower request for loan cancellation.

Time framesfor delivery or return of FFELP funds.

Institutional digibility.

Financial responsihility.

Administrative capability.

L ate disbursements.

«  Return of Title 1V funds deadlines and time frames,
including the time frame for allowing a student, or
parent borrower, to respond to the offer of a post-
withdrawal disbursement.’
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