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ETT] MANUAL

Unified Student Loan Policy

Summary of Changes Approved September through November 2009

This summary lists changes made since the 2009 Annual Update of the Common Manual was printed.
Change bars denote the latest policy changes, which were approved November 19, 2009.
Changes made before the 2009 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

2.1.B Types of Loans Available Removes the terms “creditworthy” and Retroactive to the implementation of  1144/161
2.2.A Origination “creditworthiness” and replaces them with the Common Manual.
terminology related to not having adverse credit in the
context of an applicant’s or endorser’s eligibility for a
PLUS loan. Also removes the term “creditworthiness”
and replaces it with “credit standards” in the context
of a lender’s independent credit criteria for a Stafford
or PLUS applicant. In addition, the text describing
existing policy that any debt discharged in bankruptcy
during the 5-year period before the date of the credit
report must be considered in determining a PLUS
applicant’s adverse credit was added to
Subsection 7.1.C.
2.3.C Common Forms States that a lender must submit a completed FFELP  Claims filed by the lender on or after  1136/160
Ineligible Borrower and Identity Theft Supplemental ~ January 1, 2010, unless
form to accompany the FFELP Claim Form to support  implemented earlier by the lender.
and provide additional information and
documentation necessary to request claim
reimbursement for an ineligible borrower discharge
or a discharge due to false certification as a result of
a crime of dentity theft.
2.3.C Common Forms States that a lender must provide certain electronic ~ Total and permanent disability 1142/161
signature and disbursement information when filinga  claims that are not based on a
total and permanent disability claim that is not based  determination by the Department of
on a determination by the Department of Veterans Veterans Affairs and that are filed by
Affairs (VA). The required information must be the lender on or after January 1,
submitted via the FFELP Assignment Support 2010, unless implemented earlier by
Supplemental Form (TPD-Specific worksheet). the guarantor.
Chapter 3: Lender Participation
3.4.C Permitted and Prohibited Permits a lender to provide entrance counseling Entrance counseling provided by a 1137/160
Activities services. The school’s staff must be in control of the  lender on behalf of a school on or
counseling, whether in person or via electronic after August 14, 2008.
capabilities. The counseling must not promote the
products and services of any specific lender.
3.5.F Reporting Social Security Permits a U.S. passport card as an acceptable Publication of the 09-10 FSA 1148/162

Number, Date of Birth, and First Name
Changes or Corrections

document to confirm a student’s or borrower’s
citizenship, or to correct a date of birth or first name.

Handbook, Volume 1, for citizenship
verification. June 1, 2009, for
correction of a first name change or
date of birth.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

Chapter 5: Borrower Eligibility

5.2.A Citizenship Data Match

Permits a U.S. passport card as an acceptable
document to confirm a student’s or borrower’s
citizenship, or to correct a date of birth or first name.

Publication of the 09-10 FSA
Handbook, Volume 1, for citizenship
verification. June 1, 2009, for
correction of a first name change or
date of birth.

1148/162

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

Figure 5-1 Effect of Title IV Loan
Status on Student Aid Eligibility

States that in addition to current requirements, a
borrower whose prior Title IV loan(s) is in a conditional
discharge status due to an initial determination that
the borrower is totally and permanently disabled must
do the following before a school may certify a new
Stafford or PLUS loan for the borrower: Submit a
request to the Department’s Conditional Discharge
Disability Unit indicating that the loan(s) that is
currently in a conditional discharge status be returned
to repayment status and advise the school that the
process of returning the conditionally discharged debt
to repayment status has been initiated.

Revised policy also states that before a school may
certify a new loan for a borrower whose prior Title IV
loan(s) is in a conditional discharge status due to total
and permanent disability, the school must confirm
that the borrower has initiated the process to return
the conditionally discharged debt to repayment
status. The school also must determine whether the
status of the loan (default or non-default) will trigger
additional requirements before it certifies a new loan
for the borrower.

Revised policy also states that a school must not
deliver any new loan funds until it confirms that the
conditionally discharged loan(s) has been returned to
repayment status.

New loan requests received by a
school on or after August 28, 2009.

1149/162

Chapter 6: School Certification

6.7 Determining the Amount of
Estimated Financial Assistance (EFA)

Excludes all federal veterans’ education benefits from
estimated financial assistance (EFA) for determining
eligibility for a Stafford or PLUS loan. Revised policy
provides an updated list of federal veterans’
education benefits that are excluded.

July 1, 2009

1138/160

6.11.A Stafford Annual Loan Limits

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

Deletes reference to the bachelor of pharmacology
and graduate of allied health programs as those for
which an enrolled student may receive increased
unsubsidized Stafford loan limits available to health
profession students.

For deletion of the bachelor of
pharmacology program, publication
date of the 07-08 FSA Handbook.

For deletion of the graduate of allied
health program, publication date of
the 00-01 FSA Handbook.

1145/161

Figure 6-4 Stafford Annual and
Aggregate Loan Limits for
Undergraduate Students

Corrects Figure 6-4 to indicate that proration is “not
applicable” to the base Stafford annual loan limit for a
student enrolled in a period of teacher certification
coursework or graduate preparatory coursework that
is less than an academic year in length.

Publication date of Volume 8 of the
02-03 FSA Handbook.

1152/162

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

Deletes the reference to a student receiving a Health
Education Assistance Loan Program (HEAL) loan for
any portion of the same loan period as the increased
unsubsidized Stafford annual loan limit available to a
health profession student.

October 1, 1998

1139/160
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Common Manual Section Description of Change Effective Date/Triggering Event

6.11.E Exceeding Loan Limits Clarifies that even after a school documents that a Retroactive to the implementation of  1153/162
Stafford borrower who inadvertently exceeded an the Common Manual.
annual or aggregate loan limit has taken one of the
necessary actions to regain Title IV eligibility, the
borrower may not be eligible to receive additional
Stafford loan funds, depending on the circumstances,
and provides examples.

6.11.F Prorated Loan Limits Provides an illustrative chart outlining the process for  Not Applicable. 1155/162
when and how a school must calculate prorated
undergraduate Stafford annual loan limits.

6.15 School Certification of the Loan  States that in addition to current requirements, a New loan requests received by a 1149/162
borrower whose prior Title IV loan(s) is in a conditional ~ school on or after August 28, 2009.
discharge status due to an initial determination that
the borrower is totally and permanently disabled must
do the following before a school may certify a new
Stafford or PLUS loan for the borrower: Submit a
request to the Department’s Conditional Discharge
Disability Unit indicating that the loan(s) that is
currently in a conditional discharge status be returned
to repayment status and advise the school that the
process of returning the conditionally discharged debt
to repayment status has been initiated.

Revised policy also states that before a school may
certify a new loan for a borrower whose prior Title IV
loan(s) is in a conditional discharge status due to total
and permanent disability, the school must confirm
that the borrower has initiated the process to return
the conditionally discharged debt to repayment
status. The school also must determine whether the
status of the loan (default or non-default) will trigger
additional requirements before it certifies a new loan
for the borrower.

Revised policy also states that a school must not
deliver any new loan funds until it confirms that the
conditionally discharged loan(s) has been returned to

repayment status.
6.15.D Additional Unsubsidized Clarifies that if a parent is approved for a PLUS loan,  Publication date of Volume 3 of the =~ 1150/162
Stafford Loan Certification for a the student is not eligible for the additional 06-07 FSA Handbook, unless
Dependent Student unsubsidized Stafford loan funds available to an implemented earlier by the

independent student. guarantor.
6.16 Applying for Federal Stafford and ~ Removes the terms “creditworthy” and Retroactive to the implementation of  1144/161
PLUS Loans “creditworthiness” and replaces them with the Common Manual.

terminology related to not having adverse credit in the
context of an applicant’s or endorser’s eligibility for a
PLUS loan. Also removes the term “creditworthiness”
and replaces it with “credit standards” in the context
of a lender’s independent credit criteria for a Stafford
or PLUS applicant. In addition, the text describing
existing policy that any debt discharged in bankruptcy
during the 5-year period before the date of the credit
report must be considered in determining a PLUS
applicant’s adverse credit was added to

Subsection 7.1.C.
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Common Manual Section Description of Change Effective Date/Triggering Event

Chapter 7: Loan Origination

7.1.A General Determinations Removes the terms “creditworthy” and Retroactive to the implementation of  1144/161
7.1.B Creditworthiness “creditworthiness” and replaces them with the Common Manual.
7.1.C Effect of Bankruptcy on terminology relate_d to not having adverse_ c_re_qn in the
Creditworthiness context of an applicant’s or endorser’s eligibility for a

I PLUS loan. Also removes the term “creditworthiness”
7.2.A Lender Responsibilities under a AR o
Master Promissory Note and replac?s'lt with “credit sta'nda.rds. in the context

of a lender’s independent credit criteria for a Stafford

or PLUS applicant. In addition, the text describing
existing policy that any debt discharged in bankruptcy
during the 5-year period before the date of the credit
report must be considered in determining a PLUS
applicant’s adverse credit was added to
Subsection 7.1.C.

| Chapter 8: Loan Delivery

8.2.C School’s Notice of Credit to Clarifies that a school must honor a borrower’s Loans disbursed on or after July 1,  1154/162
Student’s Account cancellation request when that request is received 2008, unless implemented earlier by
8.2.D School’s Notice of Borrower's within certain time frames after the school sends a the school on or after November 1,
Right to Cancel Loan Disbursed by EFT  notice advising the borrower of the right to cancel the  2007.
or Master Check loan. Notice of the right to cancel the loan is part of
the notice of credit to the student’s account.

8.7 Delivering Loan Funds at Eligible  States that in addition to current requirements, a New loan requests received by a 1149/162
Schools borrower whose prior Title IV loan(s) is in a conditional ~ school on or after August 28, 2009.

discharge status due to an initial determination that

the borrower is totally and permanently disabled must

do the following before a school may certify a new

Stafford or PLUS loan for the borrower: Submit a

request to the Department’s Conditional Discharge

Disability Unit indicating that the loan(s) that is

currently in a conditional discharge status be returned

to repayment status and advise the school that the

process of returning the conditionally discharged debt

to repayment status has been initiated.

Revised policy also states that before a school may
certify a new loan for a borrower whose prior Title IV
loan(s) is in a conditional discharge status due to total
and permanent disability, the school must confirm
that the borrower has initiated the process to return
the conditionally discharged debt to repayment
status. The school also must determine whether the
status of the loan (default or non-default) will trigger
additional requirements before it certifies a new loan
for the borrower.

Revised policy also states that a school must not
deliver any new loan funds until it confirms that the
conditionally discharged loan(s) has been returned to
repayment status.

L]
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Common Manual Section

Description of Change

Effective Date/Triggering Event

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

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

States that when the school becomes aware of a
discrepancy with a student’s or parent borrower’s
Social Security Number (SSN), date of birth, or first
name, the school must attempt to obtain
documentation of the correct SSN, date of birth, or
first name. The school must notify the guarantor of
any change made to the SSN, date of birth, or first
name as a result of obtaining documentation, and
must notify the lender of any change to the SSN.
Revised policy also states that if the school is unable
to obtain a copy of an acceptable source document to
resolve the discrepancy of an SSN, it must notify both
the lender and guarantor. The school must also
instruct the lender to cease disbursement, and the
school may not deliver FFELP funds to the student
until the school determines the correct SSN.

July 1, 1996

1140/160

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

Permits a U.S. passport card as an acceptable
document to confirm a student’s or borrower’s
citizenship, or to correct a date of birth or first name.

Publication of the 09-10 FSA
Handbook, Volume 1, for citizenship
verification. June 1, 2009, for
correction of a first name change or
date of birth.

1148/162

Chapter 10: Loan Servicing

10.8.D Income-Based Repayment
Schedule

States that for purposes of determining whether a
borrower has a partial financial hardship (PFH) under
IBR, the borrower may provide the lender with either
a signed copy of the page(s) of the borrower’s most
recent federal income tax return that contains the
borrower’s adjusted gross income (AGI), or the tax
transcript information from the Internal Revenue
Service (IRS) that contains the AGI and other tax
return information. The policy further explains that to
obtain a tax transcript from the IRS, the borrower may
either submit a signed consent form (IRS Form 4506-
T) directly to the lender (which will then forward it to
the IRS), or the borrower may submit the 4506-T form
directly to the IRS and request that the information be
sent directly to either the lender or the borrower.

Income-based repayment (IBR) plan
requests received by the lender on or
after July 1, 2009.

1143/161

Chapter 11: Deferment and Forbearance

Figure 11-1 Deferment Eligibility Chart

Incorporates into the Deferment Eligibility Chart,
Figure 11-1, the new in-school and post-enroliment
deferment options for parent PLUS and Grad PLUS
borrowers whose loans were first disbursed on or
after July 1, 2008.

PLUS loans first disbursed on or after
July 1, 2008.

1151/162

Chapter 13: Claim Filing, Discharge, and Forgiveness

13.1.D Claim File Documentation

Requires a lender to provide to the guarantor
documentation supporting the granting of a reduced
interest rate under the Servicemembers Civil Relief
Act if, at the time the lender files a claim with the
guarantor, the borrower, comaker, or endorser is
receiving this benefit. This documentation includes
the borrower’s written request for the reduced
interest rate and the applicable military orders.

Claims filed by the lender on or after
January 1, 2010, unless
implemented earlier by the lender.

1135/160

Summary of Changes Approved September through November 2009



Common Manual Section

Description of Change

Effective Date/Triggering Event

13.1.D Claim File Documentation

States that a lender must submit a completed FFELP
Ineligible Borrower and Identity Theft Supplemental
form to accompany the FFELP Claim Form to support
and provide additional information and
documentation necessary to request claim
reimbursement for an ineligible borrower discharge
or a discharge due to false certification as a result of
a crime of dentity theft.

Claims filed by the lender on or after  1136/160
January 1, 2010, unless

implemented earlier by the lender.

13.1.D Claim File Documentation

States that a lender must provide certain electronic
signature and disbursement information when filing a
total and permanent disability claim that is not based
on a determination by the Department of Veterans
Affairs (VA). The required information must be
submitted via the FFELP Assignment Support
Supplemental Form (TPD-Specific worksheet).

Total and permanent disability 1142/161
claims that are not based on a

determination by the Department of

Veterans Affairs and that are filed by

the lender on or after January 1,

2010, unless implemented earlier by

the guarantor.

13.8.G Total and Permanent Disability

States that in addition to current requirements, a
borrower whose prior Title IV loan(s) is in a conditional
discharge status due to an initial determination that
the borrower is totally and permanently disabled must
do the following before a school may certify a new
Stafford or PLUS loan for the borrower: Submit a
request to the Department’s Conditional Discharge
Disability Unit indicating that the loan(s) that is
currently in a conditional discharge status be returned
to repayment status and advise the school that the
process of returning the conditionally discharged debt
to repayment status has been initiated.

Revised policy also states that before a school may
certify a new loan for a borrower whose prior Title IV
loan(s) is in a conditional discharge status due to total
and permanent disability, the school must confirm
that the borrower has initiated the process to return
the conditionally discharged debt to repayment
status. The school also must determine whether the
status of the loan (default or non-default) will trigger
additional requirements before it certifies a new loan
for the borrower.

Revised policy also states that a school must not
deliver any new loan funds until it confirms that the
conditionally discharged loan(s) has been returned to
repayment status.

New loan requests received by a 1149/162

school on or after August 28, 2009.

Chapter 15: Federal Consolidation Loans

15.3.C Reviewing the Loan
Verification Certificate

States that a joint Consolidation loan cannot be
reconsolidated under either the the FFELP or the
Direct Loan Program. Revised policy also specifies
that an existing single Federal Consolidation loan may
be reconsolidated under the Direct Loan Program
without adding other eligible loans under certain
situations listed in Section 15.2.

Loan verification certificates 1141/160
received by the lender on or after

August 14, 2008.

Appendix G: Glossary

Additional Unsubsidized Stafford Loan

Aligns the definition of “Additional Unsubsidized
Stafford Loan” with the loan limits in
Subsection 6.11.A and Figure 6-4.

Stafford loans first disbursed onor ~ 1147/161
after July 1, 2008, for loan periods
that include or begin on or after

July 1, 2008,

Summary of Changes Approved September through November 2009
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Common Manual Section Description of Change Effective Date/Triggering Event

Endorser Removes the terms “creditworthy” and Retroactive to the implementation of  1144/161
“creditworthiness” and replaces them with the Common Manual.
terminology related to not having adverse credit in the
context of an applicant’s or endorser’s eligibility for a
PLUS loan. Also removes the term “creditworthiness”
and replaces it with “credit standards” in the context
of a lender’s independent credit criteria for a Stafford
or PLUS applicant. In addition, the text describing
existing policy that any debt discharged in bankruptcy
during the 5-year period before the date of the credit
report must be considered in determining a PLUS
applicant’s adverse credit was added to
Subsection 7.1.C.

Estimated Financial Assistance (EFA)  Excludes all federal veterans’ education benefits from ~ July 1, 2009 1138/160
estimated financial assistance (EFA) for determining
eligibility for a Stafford or PLUS loan. Revised policy
provides an updated list of federal veterans’
education benefits that are excluded.

Appendix H: History of the FFELP and the Common Manual

H.1 History of the FFELP and the Removes the terms “creditworthy” and Retroactive to the implementation of ~ 1144/161
Common Manual “creditworthiness” and replaces them with the Common Manual.

terminology related to not having adverse credit in the

context of an applicant’s or endorser’s eligibility for a

PLUS loan. Also removes the term “creditworthiness”

and replaces it with “credit standards” in the context

of a lender’s independent credit criteria for a Stafford

or PLUS applicant. In addition, the text describing

existing policy that any debt discharged in bankruptcy

during the 5-year period before the date of the credit

report must be considered in determining a PLUS

applicant’s adverse credit was added to

Subsection 7.1.C.

L]
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1.2 About the Manual

1.1
Introduction

The Common Manual: Unified Sudent Loan Policy isan
introduction to and overview of participation in the Federal
Family Education Loan Program (FFELP). Itisdesigned to
help train new financial aid and student loan personnel and
to assist the experienced officer in finding answers to
guestions about federal regulations and guarantor policy.

Where possible, the guarantorsthat have participated in the
development and distribution of thisManual have agreed to
adopt uniform policies. In afew cases, some guarantors
have policiesthat are different from the uniform policies
outlined in this Manual. Placesin this Manual where such
exceptions exist include a cross-reference to Appendix C,
which detail s guarantor-specific policies.

The FFELP is based on a partnership among schoals,
lenders, guarantors, and thefederal government. Thefailure
of any one member of this group to carry out its
responsibilities—asoutlined in either federal regulationsor
this Manual—directly affects other participants' ability to
meet their obligations. By becoming familiar with this
Manual, participants can gain an appreciation for the rules
and restrictions under which their counterparts operate.

1.2
About the Manual

The Common Manual is divided into eighteen chaptersand
nine appendices.

Chapters

Overview

About the FFELP

Lender Participation

School Participation

Borrower Eligibility

School Certification

Loan Origination

Loan Delivery

School Reporting Responsibilities and the Return
of Title IV Funds

10 Loan Servicing

11 Deferment and Forbearance

12 Due Diligence in Collecting Loans

13 Claim Filing, Discharge, and Forgiveness
14 Violations, Penalties, and Cures

15 Consolidation Loans

16 Cohort Default Rates and Appeals

17 Program Reviews

18 Limitation, Suspension, and Termination

© 00O ~NO OB~ WN P

Appendices
A Interest Benefits and Specia Allowance
B PLUS/SLSRefinancing
C Guarantor-Specific Information
D U.S. Department of Education Contact
Information
E Guarantor Bulletins
F FFELP Community Initiatives
G Glossary
H History of the FFELP and the Common Manual
I Index

Sections and Subsections

All of the chapters and afew of the appendices are divided
into numbered sections; in many cases, these sections are
further divided into subsections. Both of these levels of
organization are reflected in the table of contents that
accompani es each chapter and most appendices. Additional
unnumbered subheadings may be included within sections
or subsections, but are not included in the table of contents.

For example:
+  Chapter 4 addresses school participation in the FFELP.

«  Section 4.4 outlines school requirementsfor providing
information to students.

«  Subsection 4.4.A covers recommended lender lists;
Subsection 4.4.B, student consumer information;
Subsection 4.4.C, entrance counseling; and Subsection
4.4.D, exit counseling.

Citations

Citations are provided throughout the Manual to federa
statute, regulations, and other U.S. Department of
Education publications. Unless otherwise noted, all
regulatory references areto Title 34 of the Code of Federal
Regulations (34 CFR). Thefollowing examplesreflect how
citationsin this Manual are treated:

[HEA 8427A(f)]  Section 427A(f) of the Higher
Education Act of 1965, as amended,
TitlelV, Part B

[8682.209] Section 682.209 of Title 34 of the
Code of Federal Regulations (34 CFR)

[DCL GEN-06-05] April 2006 Dear Colleague Letter
GEN-06-05
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http://www.access.gpo.gov/cgi-bin/cfrassemble.cgi?title=200334
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http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=209&TYPE=TEXT
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http://ifap.ed.gov/dpcletters/GEN0605.html
http://ifap.ed.gov/dpcletters/GEN0605.html
http://ifap.ed.gov/dpcletters/GEN0605.html
http://ifap.ed.gov/dpcletters/GEN0605.html

1.3 Using, Duplicating, and Reprinting of Portions of the Common Manual

In the electronic versions of the Common Manual, the
Electronic Common Manual (ECM) and the Integrated
Common Manual (ICM), each citation contains ahyperlink
to its source document on the Internet.

Guarantor Contact Information

Section 1.5 of thischapter listsdetailed contact information
for guarantors using the Common Manual. Included are
addresses, telephone and fax numbers for various
departments of each guarantor, and, in some cases, Internet
addresses.

A Thissymbol marks areasin the text of this Manual
where guarantors may have specific procedures for
implementing apolicy. A school or lender may wishto
contact aguarantor for moreinformationif not familiar
with that guarantor’s procedure.

Updates

Both the terms and conditions and administration of loans
made under the FFEL P—which consist of Federal Stafford
loans (both subsidized and unsubsidized), Federal PLUS
loans, and Federal Consolidation loans—routinely change
through legislation, federal regulations, and guarantor
policies. As the Common Manual Governing Board
approvesnew policy languageto incorporate these changes,
the Manual and itstext are updated in an el ectronic version
called the Integrated Common Manual (ICM). TheICM is
located on the Common Manual Website
(www.commonmanual .org), and on many guarantor
Websites.

The paper and e-Collection CD-ROM versions of the
Manual are updated and distributed annually. A school or
lender may request copies of either version of the Manual
by contacting its primary guarantor.

As a supplement to the Manual, guarantors periodically
provide bulletins or newd etters to participants, explaining
changesto the Manual. This bulletin language may also be
found on the Common Manual Website and on many
guarantor Websites.

Also, it is essential that lenders and schools note guidance
given in Dear Colleague Letters/Dear Partner Letters and
Q&A Newsletters published by the U.S. Department of
Education (the Department). Copies of these reference
materials may be secured from the Department’s
Information for Financial Aid Professionals (IFAP)
Website (www.ifap.ed.gov) and kept in Appendix E of this
Manual (see Section 2.3, Other FFELP Resources, for
more information).

1.3
Using, Duplicating, and Reprinting of
Portions of the Common Manual

Guarantors, guarantors’ subcontractors, and other members
of the higher education and student loan industries may use,
duplicate, or reprint thetext, graphics, or other information
included in the Common Manual for purposes of providing
information to their clientele without obtaining the oral or
written permission of the Common Manual Governing
Board. All users must include a citation referencing the
Common Manual as the source when using the information
in this manner.

Individuals or organizations not directly affiliated with the
higher education or student loan industries must obtain the
written permission of the Governing Board prior to using,
duplicating, or reprinting any of the information contained
in the Common Manual. These individuals or groups must
provide the Governing Board with a written statement of
purpose for using or reprinting information from the
Common Manual. An individual or group should contact
any guarantor and request to speak with the guarantor’s
Common Manual Governing Board representative for
information regarding the procedure for obtaining such
permission. (See Section 1.5 for guarantor contact
information.)

1.4
Disclaimer

This Manual has been developed in cooperation with
numerous guarantors, lenders, schools, and others vitally
interested in the needs of students seeking accessto higher
education. Schools, lenders, and servicers are responsible
for administering the provisions of the Federal Family
Education L oan Program (FFEL P) under thefederal Higher
Education Act of 1965, as amended, and applicable state
and federal laws and regulations. Revisionsto law and
regulatory guidance will supersede guidance provided in
thisManual. The guarantor will endeavor to notify users of
the Manual of these changes as they occur.

Guidance provided in thisManual hasbeen developed asan
aid to compliance, but users of this Manual should consult
their own legal counsel and the U.S. Department of
Education (the Department) when determining
applicability or construction of federal or state law and
regulatory requirements. This Manua is not intended as
legal adviceinany manner, and no user of thisManual shall
be entitled to rely on this Manual as abasisfor any claim
against the Department or the guarantorsthat have endorsed
thisManual for usein the student |oan community. Further,

2
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1.5 FFELP Guarantors and Contact Information

no representations or warranties are made or intended by
any of the participating guarantors as to the interpretations,
construction, or enforcement practices of the Department
under the FFELP.

Descriptions of guarantor policies, practices, and
procedures in this Manual are provided for the use of
participating lenders and schools based upon information
and materials available to all FFELP participants. If
additional information or clarification is needed on a
specific guarantor’ s policies, practices, and procedures, that
guarantor should be consulted.

Failure by any program participant to comply with FFELP
statutory and regulatory requirements or a guarantor’'s
policies, practices, or procedures may result in the denial of
claims or other adverse action.

Users of this Manual hereby expressly release and hold
harmless the participating guarantors from any and all
claims, causes of action, judgments, and administrative
actions arising out of the use of, or reliance upon, the
Manual asto any and all claims or suits or actions brought
by private parties and any and all legal and administrative
actions or proceedings of the Department or any state
agencies.

1.5
FFELP Guarantors and Contact Information

This Manual is designed to be as complete as possible.
However, there may be occasions when the information
contained in the Manual does not adequately address a
situation. A guarantor may be contacted for further
clarification whenever such situations occur. Below isalist
of FFELP guarantors and their assigned federal guarantor
identification numbers.

FFELP Guarantors and Guarantor Identification Numbers
American Education Services (AES) (Pennsylvania Higher Education
Assistance Agency) (742)

American Student Assistance (ASA) (725)

California Student Aid Commission (CSAC)/EDFUND (706)
College Assist (708)

Connecticut Student Loan Foundation (CSLF) (709)

Education Assistance Corporation (EAC) (South Dakota) (746)
Educational Credit Management Corporation (ECMC) (951)

Finance Authority of Maine (FAME) (723)

Florida Department of Education, Office of Student Financial Assistance
(7112

Georgia Higher Education Assistance Corporation (713)

Great Lakes Higher Education Guaranty Corporation (755)

Ilinois Student Assistance Commission (717)

lowa College Student Aid Commission (ICSAC) (719)

Kentucky Higher Education Assistance Authority (KHEAA) (721)
Louisiana Student Financial Assistance Commission (LASFAC) (722)
Michigan Higher Education Assistance Authority (726)

Missouri Department of Higher Education Student Loan Program (729)
Montana Guaranteed Student Loan Program (MGSLP) (730)

National Student Loan Program (NSLP) (731)

New Hampshire Higher Education Assistance Foundation (NHHEAF)
(733)

New Jersey Higher Education Student Assistance Authority (734)
New Mexico Student L oan Guarantee Corporation (NMSLGC) (735)
New York State Higher Education Services Corporation (HESC) (736)
North Carolina State Education Assistance Authority (737)

Northwest Education Loan Association (NELA) (753)

Oklahoma State Regents for Higher Education (740)

Rhode Island Higher Education Assistance Authority (RIHEAA) (744)
South Carolina Student Loan Corporation (745)

Student L oan Guarantee Foundation of Arkansas (SLGFA) (705)
Student Loans of North Dakota (SLND) (738)

Tennessee Student Assistance Corporation (747)

TG (748)

United Student Aid Funds, Inc. (800)

Utah Higher Education Assistance Authority (UHEAA) (749)
Vermont Student Assistance Corporation (VSAC) (750)

Guarantor Contact Information

The following pages provide contact information for each
of these guarantors. Included are addresses, telephone and
fax numbers for various areas of each guarantor, and, in
some cases, Internet addresses.
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1.5 FFELP Guarantors and Contact Information

American Education Services (AES)
(Pennsylvania Higher Education Assistance Agency)

1200 North Seventh Street « Harrisburg, PA 17102-1444

Questions Regarding

AES - Delaware

AES - West Virginia

Application Processing

Bankruptcy

Claims Processing
Operations

Compliance Policy

Customer Services

Default Collections

Default Prevention

Financial Aid Services
(Electronic Data Exchange &
Need Analysis & Packaging)

Financial Aid Training
Program

Fraud/Investigations
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WWW.aesSuccess.org

Department

Education Services Group

Education Services Group

Loan Guaranty Services

Loan Assets Management

Loan Assets Management

Legal & Compliance Services

Multiple Departments

Loan Assets Management

Loan Assets Management

Education Services Group

Education Services Group

Legal & Compliance Services

Telephone Number

800-292-7935
302-577-5255
Fax: 302-577-6765

800-437-3692
304-345-7211
Fax: 304-345-7215

Students (Corrections/Appeals)
800-692-7392

email: studentloans@aesSuccess.org*
Lender & Schools

800-443-0646

Fax: 717-720-3907

email: loanhelp@aesSuccess.org*

800-892-7576

717-720-2400

Fax: 717-720-3908

email: claimsinfo@aesSuccess.org*

800-892-7576

717-720-2400

Fax: 717-720-3908

email: claimsinfo@aesSuccess.org*

717-720-2740
Fax: 717-720-3933
email:cmpolicy@aesSuccess.org*

Students & Parents
800-692-7392
Lenders & Schools
800-443-0646

800-233-0751

717-720-3400

Fax: 717-720-3909

email: default@aesSuccess.org*

800-443-0646 - Option 8
717-720-3400

Fax: 717-720-3909

email: deftprev@aesSuccess.org*

800-443-0646 - Option 4, Option 2
Fax: 717-720-3904
email: datalink@aesSuccess.org*

800-443-0646 Option 4,
Option 3

Fax: 717-720-3904

email: pfat@aesSuccess.org*

717-720-2740
Fax: 717-720-3933


www.aesSuccess.org

1.5 FFELP Guarantors and Contact Information

American Education Services (AES)

(Pennsylvania Higher Education Assistance Agency) (continued)

Questions Regarding

Lender Manifest/NSLDSLoan Guaranty Services

Loan Consolidation

Loan Forgiveness

Loan Origination

Loan Servicing

Meteor

NSLDS

Ombudsman

OneLINK/eCourier
(Automated Loan
Processing Services)

Ordering Program Materials

Program Review/
Institution Eligibility

Skiptracing for Delinquent
or Defaulted Loans

Student Status
Confirmation Report

Department

Network Consolidation

Loan Operations

Loan Operations

Customer Service

Industry Initiatives

Loan Guaranty Services

Loan Operations

Education Services Group

Loan Guaranty Services

Legal & Compliance Services

Loan Assets Management

Loan Guaranty Services

Telephone Number

800-443-0646
Fax: 717-720-3909
email: nslds@aesSuccess.org*

800-338-5000
Fax: 717-720-3910
email: network@aesSuccess.org*

Students & Parents
800-692-7392

Financial Aid Administrators
888-443-0646 Option 3

800-343-1809
Fax: 717-720-3934
email: aeslo@aesSuccess.org*

800-233-0557 (U.S. & Canada)
717-720-3100 (International)
Borrowers

Fax: 717-720-3916

Schools

Fax: 717-720-3920

email: aescs@aesSuccess.org*

717-720-2711
email: amarsh@aesSuccess.org*

800-443-0646
Fax: 717-720-3909
email: nslds@aesSuccess.org*

717-720-2614
Fax: 717-720-7578
email: rking@aesSuccess.org*

800-443-0646 - Option 4, Option 1
Fax: 717-720-3904
email: onelinkservices@aesSuccess.org*

800-443-0646
Fax: 717-720-3645
email: loanhelp@aesSuccess.org*

717-720-2740
Fax: 717-720-3933

866-288-0026

717-720-3400

Fax: 717-720-3909

email: locate@aesSuccess.org*

800-443-0646
Fax: 717-720-3909
email: nslds@aesSuccess.org*

*Email is not a secure method of communication because it may be intercepted by third parties. Please do not include any sensitive or private
information in your email correspondence directed to AES.
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1.5 FFELP Guarantors and Contact Information

American Student Assistance
100 Cambridge Street, Suite 1600

Questions Regarding

ASA Conference Information
ASA Direct
Application Processing
Claims Processing
CommonLine Registration
Cumulative Borrower Reports
Debit Roster
Defaulted Loans
Advice
Aversion
Bright Beginnings
Bankruptcy
Collection Agencies
Collections
Loan Discharges/Forgiveness
Consolidation
Invalid Default/Disputes
Payment Arrangements and Solutions
Rehabilitation
Deferments/Forbearance
Disbursement Information
DOR/TOP Tape Process

EFT Questions

Entrance/Exit Counseling
FASTFUND Questions

Guarantee Status

Guarantee Fee Billing

Late Disbursements

Lender Manifest Tape Processing
Lender/School Reviews

Legislative

Loan Denials

National Clearinghouse Processing
NSLDS Resolution (borrowers)
NSLDS Conflicts/Resolution (guarantors/lenders)
NSLDS Monthly Submittal (tape)
Ombudsman

Partial Payments/Cancellations
Privacy Questions

Policy Questions

Product/Services Information
Regulatory/Statutory Questions
Repayment Information

Student Status Verification
Treasury Offset

Wage Garnishments

Chapter 1: Overview—November 2009

Boston, MA 02114
800-999-9080
WWW.amsa.com

Contact/Name Division

Marketing

Call Center

Call Center

Claims Department
School Management
Call Center

School Management

Payment Advisory Services
Repayment Assistance
Payment Solutions
Specialized Payment Solutions
Agency Relations

Payment Solutions
Borrower Advocacy Unit
Agency Relations

Borrower Advocacy Unit
Payment Solutions

Agency Relations
Repayment Assistance

Call Center

Support Processing

Call Center

School Management
Lender/Servicer Relations
Call Center

Lender/Servicer Relations
Call Center

Lender/Servicer Relations
Lender/ School Review Dept.

Legislative

Call Center

Business Analysis

Call Center

Borrower Advocacy

Business Analysis
Ombudsman

Call Center

Privacy Department
Regulatory Compliance Dept.
Business Development
Regulatory Compliance Dept.
Borrower Counseling Group
Call Center

Borrower Advocacy Unit
Specialized Payment Solutions

Phone

800-999-9080 ext. 4207
800-999-9080
800-999-9080
800-999-9080 ext. 4657
800-999-9080 ext. 4630
800-999-9080
800-999-9080 ext. 5009

800-343-2120
800-343-8883
800-343-2120
800-343-2120
800-343-2120
800-343-2120
800-343-2120
800-343-2120
800-343-2120
800-343-2120
800-343-2120
800-343-8883
800-999-9080
800-999-9080 ext. 4529
800-999-9080 ext. 4240
800-999-9080
800-999-9080 ext. 4630
800-999-9080 ext. 4641
800-999-9080
800-999-9080 ext. 4641
800-999-9080 ext. 5001
800-999-9080
800-999-9080 ext. 4573 or
800-999-9080 ext. 4575
800-999-9080 ext. 3027
800-999-9080
800-999-9080
800-999-9080
800-999-9080 ext. 5008
800-999-9080
800-999-9080 ext. 4512
800-999-9080
800-999-9080 ext. 3027
800-999-9080 ext. 3027
800-999-9080 ext. 6233
800-999-9080 ext. 3027
866-493-5563
800-999-9080
800-343-2120
800-343-2120


www.amsa.com
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1.5 FFELP Guarantors and Contact Information

California Student Aid Commission (CSAC)/EDFUND

U.S. Mail:
P.0. Box 419045
Rancho Cordova, CA 95741-9045

Overnight Mail;
3300 Zinfandel Drive
Rancho Cordova, CA 95670

Question Regarding

Loan Processing

Contact

Guarantee Services Department

Telephone Number

(866) 222-2680

(Lender/School Inquiries Only) Fax  (916) 526-7937
Bankruptcy ECMC - Bankruptcy Department (651) 221-0566
Claims (All types) Claim Adjudication Unit (916) 526-7363
Fax  (916)526-7384

Claim Averts/Recalls Claim Adjudication Unit (916) 526-7381
Fax  (916) 526-7393

Closed School (Borrowers) Post Default Services (800) 367-1590
Fax  (916) 526-7277

Default Collections Internal Collections Unit (800) 367-1589
Fax  (916)526-7517

Default Prevention Default Prevention Unit (800) 298-9490
Fax  (916) 526-7392

Disclosure Reprints Guarantee Services Department (877) 233-3863
Fax  (916) 526-7937

EFT (Lender) Lender Services Unit (916) 526-8047
Fax  (916)526-7315

EFT (School) School Services Unit (866) 222-2680
Fax  (916) 526-8497

False Certification (Borrowers) Post Default Services Unit (800) 367-1590
Fax  (916) 526-7277

False Certification (Schools & Lenders) Post Default Services Unit (916) 526-8265
Fax  (916) 526-7277

FAPS Information Line (916) 526-8260
Forms and Publications Shipping Center (916) 526-7282
Fax  (916)526-8838

Fraud Office of the Inspector General (800) 647-8733
Grant Inquiries (Students) Grant Programs Customer Service (888) 224-7268
Grant Inquiries (Schools/Lenders) Grant Programs Customer Service (888) 294-0153
Information Security/Access Information Security Unit (916) 526-8148
Fax  (916) 526-8147

IRS/FTB Offset Post Default Services Unit (800) 367-1590
Lender Electronic Testing Lender Services Unit (916) 526-8047
Fax  (916) 526-7315

Lender Manifest Guarantee Services Unit (916) 526-8228
(877) 233-3863

Fax  (916) 526-7937

Loan Status Inquiries (Borrowers) Customer Services Unit (916) 526-8424
(888) 274-0105

Fax  (916) 526-7937
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1.5 FFELP Guarantors and Contact Information

California Student Aid Commission (CSAC)/EDFUND

Question Regarding Contact Telephone Number

Loan Status Inquiries Customer Services Unit (916) 526-8228
(Schools and Lenders) (877) 233-3863

Fax  (916) 526-7937
Policy/Procedures/Reports (Lenders) Lender Services Unit (916) 526-8047

Policy/Procedures/Reports (Schools) School Services Unit (866) 222-2680
Fax  (916) 526-8497

Regional Offices

Sacramento (916) 526-3833
Fax  (916) 526-8027

Arizona (877) 685-9036
Fax  (480) 968-4273

Washington (877) 685-9035
Fax  (206) 575-4495

Eastern Region (866) 353-4686
Fax (727)576-4736

Repurchases Claim Adjudication Unit (916) 526-8936
Fax  (916) 526-7384
Telecommunications Help Desk (916) 526-7200
Fax  (916) 526-7225
Training (Schools and Lenders) Lender Relations Unit (916) 526-7321
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1.5 FFELP Guarantors and Contact Information

College Assist

999 18th Street, Suite 425
Denver, CO 80202-2440
Telephone Number: (303) 305-3000
Fax: (303) 305-3505
Website: www.college-assist.com

General & Student Information
College Assist Main Number

Loan Application Questions
Toll-free

Default Aversion Assistance
Toll-free

Borrower Loan Repayment Questions
Toll-free

Loan Default Questions
Toll-free

School & Lender Contact Information

Loan Processing Questions
Toll-free
Fax number

Claim Questions

Colorado Servicing Consortium Main Number

Compliance, Training & Investigations

Contracts for Lenders & Schools
Foreign School Processing
Forms/Supplies (to order)
Information Services Help Desk
NSLDS

Ombudsman

Phone Number
1-303-305-3000

1-303-305-3500
1-800-727-9834

1-303-305-3355
1-800-825-2520

1-303-305-3050
1-800-727-9834

1-303-305-3333
1-800-333-2858

1-303-305-3555
1-800-727-9834
1-303-305-3442

1-303-305-3372
1-303-305-3345

1-888-696-5660

1-303-305-3312
1-303-305-3308

1-303-305-3493
1-303-305-3294
1-303-305-3488
1-303-305-3323
1-303-305-3399
1-303-305-3274

E-mail Address
askops@college-assist.com

askops@college-assist.com

repayHelp@college-assist.com

n/a

solutions@college-assist.com

askops@college-assist.com

n/a

n/a

compliance@college-assist.com

n/a
askops@college-assist.com
n/a
helpdesk@college-assist.com
n/a

n/a
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1.5 FFELP Guarantors and Contact Information

Connecticut Student Loan Foundation
CSLF

525 Brook Street, Rocky Hill, CT 06067
Telephone Numbers: (800) 237-9721 or (860) 257-4001

Fax Number: (860) 563-3247
http://www.cslf.com

Question Regarding Contact/Division Extension
Academic Services Academic Services 283/227
Application Processing Customer Service 442
Borrower Inquiries Customer Service 442
Claim Averts/Recalls Guarantee Operations/Claims 258
Claims Issues Guarantee Operations/Claims 211
Closed Schools Guarantee Operations/Claims 211
Cohort Default Issues Guarantee Operations 494
Compliance Issues Audit & Compliance Evaluations 233
Default Services Default Services 595
DAAR Guarantee Operations 211

EFT (School) Academic Services 283/227
Electronic Products & Interfaces Academic Services 283/227
Entrance/Exit Interview Information Academic Services 283/227
Forms & Publications Academic Services 283/227
Guarantee Fee Billing Guarantee Operations 275
Loan Adjustments Guarantee Operations 275/221
Loan Status Inquiries Guarantee Operations 442
NSLDS Operations Guarantee Operations 494
NSLDS Technical Issues Programming 214
Regulations & Laws Legal Department 366/224
Secondary Market Lender Servicing 283
SSCR/Enrollment Verification Guarantee Operations 494
State & Treasury Offset Default Portfolio Management 291
System Operations Academic Services 283/227
Technical Assistance Academic Services 283/227
Training Training 347

Chapter 1: Overview—November 2009

13


http://www.cslf.com

This page intentionally left blank.



1.5 FFELP Guarantors and Contact Information

Question Regarding

Application Corrections
Application Processing
Bankruptcy
Cancellations

Claim Processing

Cohort Default Rate

Cure Procedures

Default Prevention Information
Deferment Eligibility
EASCI Lender Servicing
Financial Aid Services
Lender Manifest
Ordering Supplies
Program Reviews
Repayment Provisions
System Operations
Technical Assistance
Training

Verification of Enrollment

Web Page

Education Assistance Corporation (EAC)

115 First Avenue S.W.
Aberdeen, SD 57401

Telephone Number: (800) 592-1802

(605) 225-6423

Fax Number: (800) 354-7070

(605) 225-5722

Contact/Division

Guarantor & Lender Services
Guarantor & Lender Services
Claims

Guarantor & Lender Services
Claims

Default Prevention

Claims

Default Prevention

Claims

EASCI

Financial Aid Services
Guarantor & Lender Services
Mailroom

Program Review

Default Prevention
Information Systems
Information Systems
Business Development

Guarantor & Lender Services

Telephone Number
(800) 592-1802, press 1

(800) 592-1802, press 1
(800) 874-8982
(800) 592-1802, press 1
(800) 874-8982
(800) 874-8982
(800) 874-8982
800) 874-8982
800) 874-8982
800) 458-4011
800) 874-9033

(800)

(800)

(800)

(800)

(800) 592-1802, press 3
(800) 592-1802, ext. 4302
(800) 592-1802, ext. 4308
(800) 874-8982

(800) 592-1802

(800) 592-1802

(800) 592-1802, ext. 4391
(800) 592-1802, press 1

WWW.eac-easci.org
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1.5 FFELP Guarantors and Contact Information

Educational Credit Management Corporation (ECMC)

WWW.ecmc.org

VIRGINIA MINNESOTA OREGON
7325 Beaufont Springs Drive, Suite 200 1 Imation Place 1500 Valley River Drive, Suite 190
Richmond, VA 23225 Building 2 Eugene, OR 97401
Toll Free 1-888-775-3262 Oakdale, MN 55128 Toll Free 1-888-323-3262
Local 804-267-7100 Toll Free 1-888-221-3262 Local 541-984-2450
TDD/TTY 804-267-7104 Local 651-221-0566 TDD/TTY 541-984-2496
Main Fax 804-267-7159 TDD/TTY 651-325-3035 Main Fax 541-984-2468
Main Fax 651-325-3495

Questions Regarding

Application Processing

AWG Hearings

Bankruptcy Processing

Bankruptcy Transfers

Department/Contact

Eastern Region
Western Region
Donna Quigley

Kathy Sizemore

Mike Helderman
Jay Worthington

Jan Jacobson
Mary Sandness

Sue Rehak
Jan Jacobson

Phone Number

888-775-3262
888-323-3262
651-325-3314
651-325-4073

804-267-7107
804-267-7108

651-325-3486
651-325-4080

651-325-3301
651-325-3486

E-Mail Address

customersupport@ecmc.org

dquigley@ecmc.org
ksizemore@ecmc.org

mhelderman@ecmc.org
jworthington@ecmc.org

jjacobson@ecmc.org
msandness@ecmc.org

srehak@ecmc.org
jjacobson@ecmc.org

CAM Rebecca McCord 651-325-3333 rmccord@ecmc.org
Kathy Sizemore 651-325-4073 ksizemore@ecmc.org
Claims Tulana Hackett 651-325-3316 thackett@ecmc.org

Closed Schools

Tony Latessa
Mary Sandness

Norm Kosin

651-325-4036
651-325-4080

804-267-7136

tlatessa@ecmc.org
msandness@ecmc.org

nkosin@ecmc.org

Collections Borrower Information 800-780-7997
Jon Gargaro 651-325-3220 jgargaro@ecmc.org
Mike Heffernan 651-325-4090 mheffernan@ecmc.org
Compliance Matt Mikulski 651-325-3010 mmikulski@ecmc.org
Mike Hawkes 804-267-7101 mhawkes@ecmc.org
Consolidation Loans Rebecca McCord 651-325-3333 rmccord@ecmc.org

Default Aversion Assistance Requests

Kathy Sizemore

Nancy Brown

651-325-4073
804-267-7112

ksizemore@ecmc.org

nbrown@ecmc.org

- Requests and Aversions Jay Worthington 804-267-7108 jworthington@ecmc.org
Default Prevention Jay Worthington 804-267-7108 jworthington@ecmc.org
ECMC Foundation March Kessler 505-428-2121 mkessler@ecmc.org
Electronic Data Exchange Rick Tonn 651-325-3318 rtonn@ecmc.org

Paul Perea 651-325-3020 pperea@ecmc.org

Grace Period Counseling

Mike Helderman
Jay Worthington

804-267-7107
804-267-7108

mhelderman@ecmc.org
jworthington@ecmc.org
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1.5 FFELP Guarantors and Contact Information

Educational Credit Management Corporation (ECMC)

Questions Regarding

Lender Billing

Meteor
Newsletter/Publications

NSLDS Lender Manifest Processing

Ombudsman

Privacy
Product Development
Public Information

Records

Regulatory Interpretation

Sales and Marketing

Supply Requests

Training and Financial Awareness

L]
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Department/Contact
Donna Quigley

Kathy Sizemore

Kathy Sizemore

Geri Gjesdahl

Rebecca McCord
Kathy Sizemore

Diane Zitur
Mike Heffernan

Laurie Huusko
Ann Altman
Dick Boyle

Jeff Jones
Cheryl Farmer

Laurie Huusko
Mike Hawkes

Dave Hawn - National

Willy Carey — Southern Region

Roy Chernikoff — Eastern Region
Kathy McCutchen — Western Region
Jolene Burke — Central Region

Della Delaney

Paula Craw

Phone Number

651-325-3314
651-325-4073

651-325-4073
651-325-4071

651-325-3333
651-325-4073

651-325-3015
651-325-4090

651-325-3090
651-325-4077
651-325-3353

651-325-3310
804-267-7103

651-325-3090
804-267-7101

651-325-3551
804-267-7117
804-267-7104
541-984-2464
804-267-7146

804-267-7127
804-267-7114

E-Mail Address
dquigley@ecmc.org
ksizemore@ecmc.org
ksizemore@ecmc.org
gjesdahl@ecmc.org

rmccord@ecmc.org
ksizemore@ecmc.org

dzitur@ecmc.org
mheffernan@ecmc.org

lhuusko@ecmc.org
aaltman@ecmc.org
boyle@ecmc.org

jjones@ecmc.org
cfarmer@ecmc.org

Ihuusko@ecmc.org
mhawkes@ecmc.org

dhawn@ecmc.org
wcarey@ecmc.org

kmccutchen@ecmc.org
jburke@ecmc.org

darnold@ecmc.org

pcraw@ecmc.org



1.5 FFELP Guarantors and Contact Information

Question Regarding

Account Update File for Lenders
Claims

CommonLine

Compliance Services
Consolidation

Contracts

Customer Assistance

Default Prevention

Foreign School Applications
NSLDS

Ombudsman

Post Claims Assistance
Pre-Claims Assistance
Regulatory/Policy Questions

SSCR

Finance Authority of Maine (FAME)

5 Community Drive
P.0. Box 949
Augusta, ME 04332-0949
(800) 228-3734
(207) 623-3263
Fax (207) 623-0095
www.famemaine.com

OR
Guarantor Servicer: Sallie Mae
PO Box 6180
Indianapolis, IN 46206-6180
(800) 428-9250

Contact

Indianapolis, IN
Indianapolis, IN
Indianapolis, IN
Augusta, ME
Augusta, ME
Augusta, ME

Augusta, ME
Indianapolis, IN

Augusta, ME
Augusta, ME
Indianapolis, IN
Augusta, ME
Indianapolis, IN
Indianapolis, IN
Augusta, ME

Indianapolis, IN

Telephone Number

(800) 348-4606

(800) 428-9250, ext. 86937

(800) 348-4606
800) 228-3734
800) 228-3734
800) 228-3734

228-3734
272-4665

00 o
o O

0
8

(800)
(800)
(800)
(800)
(888)
(800) 228-3734
(800) 228-3734
(888) 272-4665
(800) 228-3734
(800) 635-3786
(800) 635-3743
(800) 228-3734

(888) 272-4665
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1.5 FFELP Guarantors and Contact Information

Florida Department of Education
Office of Student Financial Assistance

Post Office Box 7019
Tallahassee, Florida 32314-7019

1940 Monroe Street, Suite 70
Tallahassee, Florida 32303-4759

Telephone: (850) 410-5200
FAX: (850) 488-3612

For Questions Regarding Contact Telephone Number

Application Processing/Rejects
Bankruptcy

Claims

Closed School/False Certification
Cohort Default Rate
Collections

Common Manual
Consolidation

Customer Service

Default Aversion
Disability/Death

Foreign Schools

Fraud

Lender and School Agreements
Lender and School Reviews
Outreach Representatives
NSLDS & Clearinghouse

Policy and Procedures

Record Maintenance/Fees
Rehabilitation

Repurchase

Systems

Training

Treasury Offset

L]
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Allie Willis

Susan Sheard
Donnie Kershaw
Judith Royce
Jeanie Carter
LouAnne Standley
Reitha Scott

Gloria Gilliam

Jeanie Carter
Annie Fedd
Allie Gamble
Judith Royce
Onaleah McClellan
Judith Royce
Lori Auxier
Joe Chulak
Reitha Scott
Gloria Gilliam
Annie Fedd
Dottie Kirkland
Janet Long
Kelly Harrison

Heather Johnson

(850) 410-5243
(850) 245-1981
(850) 245-1966
(850) 410-6847
(850) 410-5227
1-800-262-6732
(850) 410-6846
(850) 245-1834
1-800-366-3475
(850) 410-5227
(850) 245-1954
(850) 410-5243
(850) 410-6847
(850) 410-6852
(850) 410-6847
(850) 212-2997
(850) 245-1833
(850) 410-6846
(850) 245-1834
(850) 245-1954
(850) 245-1986
(850) 245-1813
(850) 410-6820

(850) 245-1978
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1.5 FFELP Guarantors and Contact Information

Georgia Higher Education Assistance Corporation

2082 East Exchange Place
Tucker, Georgia 30084
(770) 724-9000
1-800-505-GSFC

www.gsfc.org

Questions Regarding Contact/Division Telephone Number
Borrower Inquiries for 1-800-505-4732
Loan Originations & Origination Services or 770-724-9000
Disbursement status
Lender Services Lender Relations 1-800-505-4732
Direct School Line School Relations Specialist 1-800-414-3080
Lender Disbursement/Funds Accounting Services 770-724-9116
Transfer
Guarantor Information Financial Aid Operations 770-724-9066
NSLDS Lender Manifest Data Integrity & System Management 770-724-9167
NSLDS SSCR Data Integrity & System Management 770-724-9210
Ombudsman Program Administration 1-877-813-1327
Cohort Default Rate Appeals Program Administration 1-800-414-3080
(option 3)
Closed Schools Program Administration 1-877-813-1327
Default Prevention Client Services 770-724-9083
Claims Information Claims & Review 770-724-9140
Default Loans Default Collections 770-724-9151
Program Inquiry Program Administration 1-800-414-3080
(option 3)
SCHOLARNet Help Desk 770-724-9327
Outreach Staff Client Services 770-724-9071
Website GACollege411 1-800-505-4732 or

770-724-9000
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1.5 FFELP Guarantors and Contact Information

Great Lakes Higher Education Guaranty Corporation

444 Cedar Street, Ste. 600
St. Paul, MN 55101

Questions Regarding
Bankruptcy

Claims Processing
Consolidation

Customer Relations
Default

Default Aversion
Deferment / Forbearance

Default Management Resources

Forms / Supply Requests

Great Lakes Educational
Loan Services, Inc.

Guarantor Policy

Guaranty/Federal Default Fee
Billing
Loan Origination

NSLDS
Ombudsman

Outreach

Product Support
Products / Services

Regulation Assistance

Student Status Confirmation
Teacher Loan Forgiveness

mygreatlakes.org

Minnesota

Contact / Division
Claims Examination

Claims Examination

Default Collections

Lenders & Schools
Borrowers

Lenders & Schools
Product Development & Marketing

Customer Service

Customer Service - Borrowers
Lender Reports & Reporting

Portfolio Conversions

Policy & Regulatory Compliance

Guaranty Financial Services

Loan Operations

Guaranty Financial Services
Policy & Regulatory Compliance

Outreach & Access Awareness

Technical Support
Customer Relations
Customer Relations

Loan Status Processing
Claims Examination
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Ohio
4689 Hilton Corporate Drive
Columbus, OH 43232

MI & OH
MN

WI & all other areas

Borrower Customer

Service
School & Lender
Customer Service

MI & OH Processing
MN & Western State

Processing

WI & Eastern State
Processing

Wisconsin

2401 International Lane

Madison, WI 53704

Telephone No.
(608) 246-1603

Fax
(866) 695 4178

claimexaminationfaxes@glhec.org

(608) 246-1603

(866) 695 4178

claimexaminationfaxes@glhec.org

(800) 950-0152

(608) 246-1540

consolidation@glhec.org

(800) 236-0051
slsrs@glhec.org

(800) 354 6980

(800) 756-4989
(800) 236-2700

(866) 632-0590

(866) 678-5599

(608) 246-1646
(888) 715-2725

repaymentsolutions@glhec.org

(800) 236-5900
(608) 240-1375

guarantyproducts@glhec.org

(800) 950-0134
(800) 676-8732
(800) 236-5900
(

800) 236-4300
(608) 246-1640

(614) 755-7414
(651) 290-8799
(608) 246-1618

(608) 246-1608
(608) 246-1619

lenderreporting@glhec.org

(608) 246-1675

(608) 240-1212
policy@glhec.org

(608) 246-1659

(800) 247-0462

(800) 472-3398

(608) 246-1545
(866) 486-7140

(608) 246-1694
(866) 678-5951

(608) 246-1434

(614) 755-7414
(651) 290-8799

(608) 246-1618

(608) 246-1434
(800) 749-8537

ombudsman@glhec.org

(800) 640-3028

outreachandaccess@glhec.org

(800) 824-8725
(800) 236-0051

(800) 236-0051
slsrs@glhec.org

(608) 246-1565

(608) 246-1698
TLF@glhec.org

(651) 556-1333
(866) 632-0590
608) 246-1668

(608) 246-1694
(866) 695-4178
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1.5 FFELP Guarantors and Contact Information

[llinois Student Assistance Commission

1755 Lake Cook Road
Deerfield, IL 60015
Telephone Number (800) 899-ISAC(4722)
Web Address: www.collegezone.com

Questions Regarding Contact Phone Number - E-Mail Address

Lender Inquiries Lender Services 800.477.4411  lenderservices@isac.org

e Common Account Maintenance
«  Electronic Loan Processing

e Guarantee Processing

e Late Dishursement

e Lender Training

* Loan Consolidation

e NSLDS - Lender Manifest

e Policy Questions

* Regulatory Interpretation

School Inquiries School Services 866.247.2172  schoolservices@isac.org

*  Application Processing

«  Disbursement Information

«  Foreign School Loan Processing
e Guarantee Status

«  Policy Questions

e Regulatory Interpretation

e School Training

Borrower Inquiries College Zone Counselors 800.899.4722  collegezone@isac.org

e Application Processing

«  Disbursement Information
e  Guarantee Status

*  Repayment Information

Default Prevention

e  Default Aversion Assistance DP Counselors 800.899.4722
e Qutreach Services DP Outreach 800.899.4722

Defaulted Loans

e Collections Debt Management 800.934.3572
«  Consolidation, Rehabilitation, and Accounting 800.934.3572
Repurchases
e Claim Inquiries Claims Services 800.477.4411  lenderreimbursement@isac.org
Secondary Market Illinois Designated www.idapp.com

Account Purchase
Program - IDAPP

«  Borrower Repayment 800.366.5755
«  Loan Origination 800.961.IDAP (4327)
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1.5 FFELP Guarantors and Contact Information

lowa College Student Aid Commission (ICSAC)

Question Regarding

Application Processing
Bankruptcy

Claims Processing

Cohort Default Rate Appeals
Collections/Defaulted Loans
Customer Service

Default Aversion Assistance
Default Prevention
Disbursement Information
Financial Literacy

Guarantee Processing

Late Dishursement

Lender Participation
Lender/School Relations
Lender/School Reviews
National Student Clearinghouse
National Student Loan Data System
Partial Payments/Cancellations
Publications and Brochures
Regulatory/Policy Questions
Scholarships/Grants

Software Support

Status Changes

200 10th St Fl 4
Des Moines, 1A 50309-3609

Telephone Number: (877) 272-4456

Fax Number: (515) 725-3401

Website: www.iowacollegeaid.gov

Contact/Division

iLINK Service Center
Borrower Services Division
Claims Department

Claims Department
Borrower Services Division
Information Service Center
Borrower Services Division
Borrower Services Division
iLINK Service Center
Marketing and Communications
iLINK Service Center

iLINK Service Center
Information Service Center
Marketing and Communications
Compliance

Information Service Center
Information Service Center
iLINK Service Center
Information Service Center
Policy Analyst

Program Administration
iLINK Service Center

iLINK Service Center

Telephone Number

(800) 833-4876
(800) 383-4222
(877) 272-4456
(877) 272-4456
(800) 383-4222
(877) 272-4456
(800) 383-4222
800) 383-4222
800) 833-4876
877) 272-4456
800) 833-4876

(800)

(800)

(877)

(800)

(800) 833-4876
(877) 272-4456
(877) 272-4456
(877) 272-4456
(877) 272-4456
(877) 272-4456
(800) 833-4876
(800) 383-4222
(877) 272-4456
(877) 272-4456
(800) 833-4876
(800)

800) 833-4876

Chapter 1: Overview—November 2009

29


www.iowacollegeaid.gov

This page intentionally left blank.



1.5 FFELP Guarantors and Contact Information

Kentucky Higher Education Assistance Authority (KHEAA)

P.0. Box 798
Frankfort, KY 40602-0798
(502) 696-7200
(800) 928-8926
Web Site: www.kheaa.com
E-mail Inquiries: inquiries@kheaa.com

Fax Numbers:

Alabama Office: (334) 265-9750
Executive Office: (502) 696-7496
Financial Affairs: (502) 696-7425
Guarantee Services: (502) 696-7305
Legal Services: (502) 696-7293
Information Systems: (502)696-7345
Student Services: (502) 696-7373

Questions Regarding Telephone Number
800) 721-9720
800) 617-2699
800) 928-8926
800) 928-8926

800) 617-2699

Alabama Student Loan Program
Application Processing
Borrower Inquiries

Business Development

Change Processing-Cancellations/Refunds

Claims

Compliance/Policy

Consolidation

Contracts

Customer Relations

Default Appeals

Default Aversion

Default Collections

Forms

Guarantee Services

IRS Offsets

Lender Manifest

Lender Operational Support

502) 696-7227
800) 928-8926
800) 617-2699
800) 928-8926
800) 928-8926
800) 928-8926
800) 928-5327
800) 928-4241

800) 617-2699
800) 928-8926
800) 928-8926
800) 617-2699

NSLDS 800) 928-8926
Ombudsman 800) 928-8926
Originations and EFT 800) 564-6068

Outreach Services

Publication and Outreach

Repurchases
SSCR
Technical Support

Training

800) 928-8926
800) 928-8926
800) 928-8926
800) 928-8926
800) 818-2678

(
(800)
(800)
(800)
(800)
(502)
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800) 928-8926
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800)
(800) 928-8926
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1.5 FFELP Guarantors and Contact Information

Louisiana Student Financial Assistance Commission (LASFAC)
Louisiana Office of Student Financial Assistance (LOSFA)
P. 0. Box 91202, Baton Rouge, LA 70821-9202

1885 Wooddale Boulevard, Baton Rouge, LA 70806
Telephone Number: (800) 259-5626 or (225) 922-1012

Questions Regarding

Applications
Bankruptcies

Cancellations

Fax Number: (225) 922-1089
www.osfa.state.la.us

Contact/Division

School and Lender Section
Legal

Loan Administration

Telephone Number

225) 925-7727
225) 922-1034
225) 922-1030

Claim Processing Claims 225) 922-1072
Cohort Default Rate Appeals Compliance
Cure Procedures Claims 225) 922-1072

Default Prevention Information
Deferment and Forbearance
Guarantee Fee Billing/Refunds
Lender Manifest/Status Changes
Litigation

Loan Consolidation

NSLDS

Ordering Supplies
Post-Claims Information
Program Reviews
Regulatory/Policy

Student Status Confirmation

Technical Assistance

Training

Default Prevention
Default Prevention
Loan Administration
Loan Administration
Legal

Loan Administration
Loan Administration
School and Lender Section
Collections
Compliance

Policy Analyst

Loan Administration

Compliance
Policy Analyst

School and Lender Section

225) 922-1076
225) 922-1076

(
(
(
(
(225) 922-0584
(
(
(
(225) 922-1030

)
)
)
)
)
)
)
)

(225) 922-1016
(225) 922-1133
225) 922-1016
225) 922-1029
225) 925-7727
225) 922-1086

225) 922-1136

922-1021
922-1093

NN
o1 o1

)
)
)
)

225) 922-1021
)
)
25)
25)
)

(
(
(
(
(
(225) 922-1093
(
(
(
(

225) 925-7727
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1.5 FFELP Guarantors and Contact Information

Michigan Higher Education Assistance Authority (MHEAA)

1-800-MGA-LOAN
(1-800-642-5626)

MICHIGAN GUARANTY

AGENCY
P.0. Box 30047
Lansing, Michigan 48909-7547

Email Address
mga@michigan.gov

Web Site
www.MGALOAN.com

Fax Numbers

517-241-0155
517-241-0155
517-636-0655
517-335-5983
517-241-0155
517-335-5983
517-241-0155
517-241-0155

Administration
Audit/Program Review
Claims and Collections
Customer Services
Guaranty Services
Lender Services
Outreach Services
School Services

A call to the above telephone numbers originating from a touch-tone telephone can be routed automatically by following the instructions you will hear.
ADDRESS UPDATE

Customer Services.. 1-888-272-5543
Lender Services ........ccoeeennas 36076
School Services

BANKRUPTCY

Lender or Borrower ................... RitaRaY ..ovviieccceee 60614
SChOOI ..o Customer Services-Lansing......77009
BORROWER DEBT

MANAGEMENT REPORT........... School Services..........ooeveunnn. 36074
CLAIMS

Disability and Bankruptcy.......... Tom Montgomery
Repurchase........cccouevrereennnnnne Tom Montgomery

Resubmission .........c.cccoevvine. Tom Montgomery

Returned or Rejected Claims..... Tom Montgomery
Supplemental Payment RequestsTom Montgomery ................... 60613
CLOSED SCHOOLS .......ccevvvnnes Michelle Spitzley ..........cccounve.. 60828
COLLECTIONS

Borrower Account Status .......... COlIECtioNS ... 60600
Elgibility «..cvveeeeeieee Collections ........ccceueececnccennn. 60600
COMMONLINESM .....ooooooo.. Flora BolS..........vvvvvvereeeeeeeee 52882
CommonLineSM is a service mark of the National Council of Higher Education Loan Programs.
CUSTOMER SERVICES

Borrower Record Inquires.......... Customer Services .. 1-800-824-7044
Consolidation Questions............ Customer Services-Lansing......77009

General Program Questions....... Customer Services .. 1-800-824-7044
Loan Processing and Status ...... Customer Services .. 1-800-824-7044

NSLDS ISSUES ...cvvviiiiiinns Customer Services-Lansing......77009
Special Projects .........ccoeeeeeene. Customer Services-Lansing......77009
COHORT DEFAULT RATES

Dan Tryon

Dan Tryon

Dan Tryon

Collections
DEFAULT PREVENTION ............ (Borrowers call)....... 1-800-635-3786
Delinquent Loans............c......... Default Prevention... 1-317-578-6916
LRA ReSCINAS.......ccevririrerirnnn, Default Prevention... 1-317-578-6916
DEFERMENTS .....ccooovvvviviviine Customer Services-Lansing......77009
EDUCATIONAL LOAN NOTES .... Jim Peterson.........cccoooveeevennen. 36944
EFT (Electronic Funds Transfer). Jim SWisK ............cccccovveerennen 37121
ENTRANCE/EXIT INTERVIEW INFORMATION
Borrower Debt Management ReportSchool Services................... 36074
Brochures and Forms................ School Services
Videotapes.......coovvvririnininins School Services
FOREIGN SCHOOLS................... Customer Services.. 1-800-824-7044
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FORMS AND SUPPLIES

Loan FOrms ........cccvvererenennennn Mail ROOM ... 60607
General Financial Aid ................ Outreach Services............c...... 37054
FRAUD

False Certification..................... Sam Duncan .........cocovvvervrenenne 56770
LENDER AND SCHOOL

AUDITS AND REVIEWS............. Sam DUNCan ........cocvvvvviireenenns 56770
LENDER SERVICES

Electronic Processes................. Lender Services.........ccccoveeunn.
Issues/Concerns........... Lender Services......

Lender Agreements Lender Services......

Loan Discharges...........ccceeveee. Michelle Spitzley

Teacher Loan Forgiveness......... Michelle Spitzley

Total and Permanent Disability.. Tom Montgomery..................... 60613
LOAN PROCESSING

Borrower Record Inquiries ........ Customer Services...1-800-824-7044
Consolidation Questions............ Customer Services-Lansing ..... 77009

General Program Questions ...... Customer Services...1-800-824-7044
Loan Processing and Status...... Customer Services...1-800-824-7044

NSLDS ISSUES .....ocvvveeererenens Customer Services-Lansing ..... 77009
Special Projects.........cccovvvvenanae Customer Services-Lansing ..... 77009
NSLDS QUESTIONS.................. Customer Services-Lansing ..... 77009
OUTREACH SERVICES

College Goal Sunday................. Peggy LaFleur..........ccccccoeeunee. 38319

Early Awareness Initiatives ....... Peggy LaFleur.....
Financial Aid Presentations....... Peggy LaFleur.....
HS Counselor Videoconference . Peggy LaFleur.....
Postsecondary Handbook.......... Patty Hill .............

Paying for College in Michigan .. Betty Calloway 39639
POLICY &

REGULATION QUESTIONS......... Dan TrYoN ...coveeerrcereeninireeens 34981
REHABILITATION ....c.covevvenee. CollECtioNS.....cvvveveeiciere i 60600
REPORTS

Lender.......ovvvvieveivireeinirenenans Lender Services.........oouverennnn. 36076
SChOOl ... School Services ........ocoovvvevvene. 36074
SCHOOL SERVICES

Electronic Processes................. School Services

Issues/Concerns School Services

Loan Processing Scenarios ...... School Services

Site VISItS ..ovveveeeeeceeeeeecien School Services

SSN DISCREPANCIES

Lender or Borrower................... Teresa Phelps .........ccccvvevivinaee 60606
SChOO .. Customer Services-Lansing ..... 77009
TRAINING/WORKSHOPS

SChOOL....vovvciicceeeeees School Services ..........ovvvvevenene 36074
WEB SITE......covoiiriviereicieienns Jim Peterson........ccoevvevviverenns 36944
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1.5 FFELP Guarantors and Contact Information

Missouri Department of Higher Education (MDHE)

Main Telephone Number: (573) 751-2361

Student Loan Program

3515 Amazonas Drive
Jefferson City, MO 65102

Information Center: (800) 473-6757 or (573) 751-3940

Department
Administration

Administrative Wage Garnishment

Fax Number: (573) 751-6635
http://www.dhe.mo.gov

ATOM (Automated Transfer of Money) disbursement clearinghouse

Attorney
Audits
Claims

Client Services
St. Louis Territory
Southern Territory
North and northeastern Territory

Western Territory

Compliance

Disputes

Information Center

Loan Services
Policy

Default Aversion

Operations

Recovery

Fax

Fax

Fax

Fax

Fax

Telephone Number

(573) 751-2361

(573) 751-3940
(800) 473-6757

(573) 526-7356
(573) 526-7730

(573) 751-2361
(573) 751-1797
(800) 824-4893

(314) 607-4447
(573) 751-6635

(417) 425-8814
(573) 751-6635

(573) 291-9149
(573) 751-6635

(816) 806-1143
(573) 751-6635

(573) 751-1767

(800) 824-4893
(573) 751-3940

(800) 473-6757
(573) 751-3940

(800) 824-4893
(573) 751-1767

(800) 473-6757
(573) 751-3940

(800) 824-4893
(800) 824-4893

L]
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1.5 FFELP Guarantors and Contact Information

Mailing Address:

PO Box 203101
Helena, MT 59620-3101

Questions Regarding

Applications
Compliance
Dishursements
Loan Consolidation

Default Prevention

Default Resolution:
Loan Default
Loan Rehabilitation
Subrogation
Wage Garnishment

Administration
Scholarships/Grants

Telephone Number: (406) 444-6594
Fax Number (406) 444-1869
Website: www.mgslp.state.mt.us
Contact/Division

Customer Support
E-mail: custserv@mgslp.state.mt.us
E-mail: disb@mgslp.state.mt.us

E-mail: defaultprev@mgslp.state.mt.us

Default Resolution
E-mail: postclaims@mgslp.state.mt.us

E-mail: custserv@mgslp.state.mt.us

Street Address:

2500 Broadway
Helena, MT 59601-4989

Montana Guaranteed Student Loan Program (MGSLP)

Telephone Number
(800) 537-7508

(877) 293-8946 (Toll Free)
(800) 322-3086

(406) 444-6594
(406) 444-0638
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1.5 FFELP Guarantors and Contact Information

National Student Loan Program (NSLP)

Street: 1300 “0” Street, Lincoln, NE 68508

Mailing: P O Box 82507
Lincoln, NE 68501-2507

Telephone Number: (800)735-8778 or (402)475-8686

Question Regarding

Application Processing

Claim Filing and Review
Customer Service

Closed School Discharge

Cohort Default Rate Appeals
Collection of Defaulted Loans
Default Aversion Assistance
Electronic Loan Processing (ELITE, CommonLine)
Electronic Products and Interfaces
False Certification

Financial Literacy

Form and Publication Order
Federal Default Fee Billing
Guarantee Processing

Guarantee Status

Lender Participation
Lender/School Relations

Lender and School Reporting
Lender/School Reviews
Lender/School Training

National Student Clearinghouse
National Student Loan Data System
Ombudsman

Policy Inquiries (Lender)

Policy Inquiries (School)

School Participation

Student Status Change Reporting
Teacher Loan Forgiveness

Unpaid Refund

Fax Number: (402)479-6658
E-mail address: nslpcs@nslp.org

Contact/Division

Customer Service

Claims

Customer Service

Policy, Research, and Education
Policy, Research, and Education
Collections

Default Aversion

Staci Stewart/Product Support
Staci Stewart/Product Support
Policy, Research, and Education
Financial Literacy

Customer Service

Accounting and Finance
Customer Service

Customer Service

Business Development

Business Development

Customer Service/Account Administration

Policy, Research, and Education
Marketing

Account Administration
Account Administration

Policy, Research, and Education
Policy, Research, and Education
Policy, Research, and Education
Customer Service

Account Administration

Policy, Research, and Education

Policy, Research, and Education

Telephone Extension
6300

6855
6300
6411
6859
6380
6800
6950
6950
6411
6858
6300
6637
6300
6300
6877
6877
6300 or 6101
6706
6823
6101
6101
6411
6706
6706
6300
6101
6410
6411
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1.5 FFELP Guarantors and Contact Information

New Hampshire Higher Education Assistance Foundation

P.0. Box 877
4 Barrell Court
Concord, NH 03302-0877
(603) 225-6612 ~ (800) 525-2577
www.nhheaf.org

Loan Origination Department Compliance Department
(603) 225-6612 ext. 6600 (603) 225-6612, ext. 120
Fax: (603) 227-5402 Fax: (603) 227-5411
loanprocessing@gsmr.org compliance@gsmr.org
Claims & Recoveries Department Human Resources Department
(603) 225-6612 ext. 6003 (603) 225-6612 ext. 125
Fax: (603) 227-5403 Fax: (603) 225-7469

claims@gsmr.org hr@gsmr.org
Information Services Center for College Planning
Technical Help Desk (603) 225-6612 ext. 119
(603) 225-6612 ext. 100 Fax: (603) 228-6726

collegeplanning@nhheaf.org
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1.5 FFELP Guarantors and Contact Information

New Jersey Higher Education Student Assistance Authority

4 Quakerbridge Plaza
P. 0. Box 540
Trenton, NJ 08625

Telephone Number: 800-792-8670
Fax Number: 609-588-2390
Web address: www.hesaa.org

Audits & Quality Assurance Unit:
LaRS Reporting
Program Review

Client Services Unit:

(800)792-8670 Ext. 4026
(800)792-8670 Ext. 4026

Application Processing (800)792-8670

The Authority Newsletter (800)792-8670 Ext. 3214
Lender/School Relations (800)792-8670 Ext. 4486
Training (800)792-8670 Ext. 4486

Governmental Relations & Legal Affairs:
Compliance Issues
Regulatory Interpretation

Loan Processing Unit:

Alternative Loan Program (NJCLASS)
CommonLine

Lender of Last Resort/Special Loan Unit
NSLDS

NSLDS Lender Manifest

Enrollment Reporting

Ombudsman Unit:
Closed School
False Certification
Ombudsman
Unpaid Refund

Preclaim/Claim Unit:

DAA Requests and Claim Submittal
Cohort Default Rate Appeals

Default Prevention and Financial Literacy

Post-Default Collections/Servicing Unit:
Default Collections
Reinstatement/Rehabilitation
Bankruptcy

NJCLASS Servicing

Research Unit and Policy Analysis:
Research & Statistics

(800)792-8670 Ext. 7121
(800)792-8670 Ext. 7121

(800)792-8670 Ext. 4020
(800)792-8670 Ext. 3219
(800)792-8670 Ext. 3744
(800)792-8670 Ext. 3223
(800)792-8670 Ext. 3223
(800)792-8670 Ext. 4600

(800)792-8670 Ext. 3351
(800)792-8670 Ext. 3351
(800)792-8670 Ext. 3351
(800)792-8670 Ext. 3351

(800)792-8670 Ext. 3240
(800)792-8670 Ext. 4029
(800)792-8670 Ext. 3236

(800)792-8670 Ext. 3310
(800)792-8670 Ext. 3310
(800)792-8670 Ext. 3882
(800)792-8670 Ext. 3310

(800)792-8670
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1.5 FFELP Guarantors and Contact Information

New Mexico Student Loan Guarantee Corporation (NMSLGC)

7400 Tiburon NE
P O Box 92230
Albuguerque, NM 87199-2230
Telephone Number: (505) 345-8821
(800) 279-3070
Fax Number: (505) 344-3631

Question Regarding Telephone Number
Administration (505) 345-8821 Ext. 1012
Claims (505) 345-8821 Ext. 1361
Compliance and Program Review (505) 345-8821 Ext. 1360
Customer Assistance for Schools and Lenders (505) 279-3070 Ext. 1471
Customer Assistance for Students (505) 279-3070 Ext. 1471
Customer Service and Training (505) 345-8821 Ext. 1351
Default Prevention & Aversion (505) 345-8821 Ext. 1370
NSLDS (505) 345-8821 Ext. 1351
Post Claim: (505) 345-8821 Ext. 1361

Loan Rehabilitation

Subrogation

Wage Garnishment
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1.5 FFELP Guarantors and Contact Information

New York State

Higher Education Services Corporation (HESC)

GENERAL TELEPHONE NUMBERS

99 Washington Ave.
Albany, NY 12255

General Information - Application Status, Loan Processing

Default Prevention and Collection

GUARANTEE OPERATIONS
Director

Assistant Director

Loan Processing

Loans EFT

NSLDS/Lender Manifest
Student Certification

Renewed Eligibility for Financial
AID/Title IV Aid (REFA, RETA)

School Information Update

COLLECTION DEFAULT MANAGEMENT

Assistant Vice President

Director

Lender and School Information and Assistance Unit
Default Repurchases

Litigation and Vendor Collection

COLLECTION SUPPORT & REPORTING
Director

Default Finance

DAAR/Claim

Rehabilitation

Disability

BUREAU OF REGULATORY COMPLIANCE
Director
Regulatory Compliance

OFFICE OF COUNSEL
Deputy Counsel

Bankruptcy

CUSTOMER RELATIONS
College and University Relations
Regional Service Managers
Training and Outreach

Priority Services

(866) 431-HESC
(800) 666-0991

(518) 402-3357
(518) 408-3314
(518) 473-5414
(518) 473-4222
(518) 486-7403
(518) 483-2159
(518) 486-5366
(518) 474-2211

(518) 402-1478
(518) 402-1478
(800) 666-0991
(800) 666-0991
(800) 666-0991

(518) 402-1305
(518) 402-1311
(518) 402-1219
(518) 402-1370
(518) 402-1258

(518) 473-1575
(518) 473-3986

(518) 474-3219
(518) 473-1581

(518) 473-0842
(518) 474-3986
(518) 402-6429
(518) 473-0480
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1.5 FFELP Guarantors and Contact Information

North Carolina State Education Assistance Authority
Guarantee Agency

Inquiries Concerning Students, Schools, Lending and Servicing Prior to Default, Contact

College Foundation Inc.
PO Box 41966
Raleigh, NC 27629-1966
Telephone Number: 919/834-2893
866/866-2362
Fax: 919/821-3139

Prior to Default

Question Regarding Contact/Division Telephone Number
School Inquiries:
Adjustments Loan Origination 800/532-2832 or 919/834-2893
Application Processing Loan Origination 800/532-2832 or 919/834-2893
Deferments/Forbearance Repayment Services 866/866-2362 or 919/834-2893
Electronic Services Electronic Specialist 800/532-2832 or 919/834-2893
Clearinghouse Repayment Services 800/532-2832 or 919/834-2893
CommonLine Electronic Specialist 800/532-2832 or 919/834-2893
EFT Electronic Specialist 800/532-2832 or 919/834-2893
NSLDS Repayment Services 800/532-2832 or 919/834-2893
NC National College Savings Program Information Call Center 800/600-3453 or 919/834-2893
NC Student Incentive Grant Grant Coordinator 800/532-2832 or 919/834-2893
Repayment Special Collections 866/866-2362 or 919/834-2893
School Services:
General Information Information Call Center 800/532-2832 or 919/834-2893
Exit Counseling Information Call Center 800/532-2832 or 919/834-2893
Publications Information Call Center 800/532-2832 or 919/834-2893
Policy/Regulation Inquiries Information Call Center 800/532-2832 or 919/834-2893
Student Status Verification Repayment Services 800/532-2832 or 919/834-2893
Borrower Inquiries:
Prior to Repayment Information Call Center 866/866-2362 or 919/834-2893
Repayment Collection Services 866/866-2362 or 919/834-2893

For Default Aversion Assistance and Inquiries After a Borrower Has Gone Into Default, Contact

North Carolina State Education Assistance Authority
PO Box 14002
Research Triangle Park, NC 27709-4002
800/544-1644
Fax: 919/549-8481

Default Aversion Assistance Claims Processing and Default Aversion 800/700-1775 ext. 4623
After Default

Question Regarding Contact/Division Telephone Number
Compliance School Questions Administrative Services 919/248-4637

Loans in Default Default Recovery 800/544-1644
Accounts in Litigation Legal Affairs 800/544-1644

NSLDS Administration 919/248-4646

Lender Relations/Customer Service Ombudsman 919/248-4646 ext. 4626
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1.5 FFELP Guarantors and Contact Information

Topic

LENDER AND SCHOOL QUESTIONS

Application Processing

Assistance Using NELA Services
Claims Processing

Default Repayment

Disbursement Processing

Ordering NELA Forms and Brochures

Help for Borrowers, Students and Parents
Information for Schools and Lenders Regarding NELA

IRS Offset

Lender Relations

Loan Refunds

Lender Sales

Loan Repayment Information
NSLDS Reporting

Policy and Compliance Schools
Repayment Assistance
Rehabilitation Loan Assistance
School Relations

Training

Wage Garnishment

BORROWER QUESTIONS

Application, Disbursement and Loan History
Borrowers with Delinquency Reported by Lenders

Defaulted Loans
Borrower Advocate
Privacy Policy

Northwest Education Loan Association

190 Queen Anne Avenue North
Suite 300
Seattle WA 98109

Main NELA Telephone Numbers
(206) 461-5300
(800) 562-3001
Fax: (206) 461-5449

WWW.NELA.NET

Department

Loan Origination

Account Management

Claims

Default Repayment

Fee and Service Billing

Forms and Brochure Orders
Loan Information Unit

Client Services

Repayment Operations

Client Services

Loan Refund

Status Management/Enroliment
Loan Information Unit

Status Management/Enroliment
Policy and Program Assistance
Repayment Assistance
Repayment Operations

Client Services

Training

Repayment Operations

Loan Information
Pre-Claim Assistance
Default Repayment

Quality Assurance

Extension

Ext. 7280
Ext. 5458
1-800-428-9250
1-800-331-2314
Ext. 5418
Ext. 7228
Ext. 5470
Ext. 5368
1-800-331-2314
1-888-758-2012
Ext. 7280
1-888-272-5543
Ext. 5470
1-888-272-5543
Ext. 5325
1-800-635-3743
1-800-331-2314
Ext. 5368
Ext. 5459
1-800-331-2314

(800) 979-4441
(800) 552-6642
(800) 635-3743
(800) 331-2318
(800)

800) 562-3001 Ext 5325
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1.5 FFELP Guarantors and Contact Information

Oklahoma State Regents for Higher Education
Oklahoma Guaranteed Student Loan Program

http://www.ogslp.org
Mailing Address: Street Address:
P.0. Box 3000 421 NW 13th Street, Suite 250
Oklahoma City, OK 73101-3000 Oklahoma City, OK 73103-3710

Telephone Number: (405) 234-4300
1-800-247-0420
Fax Number: (405) 234-4390
TDD Number: 1-800-522-8506

Question Regarding

Administrative Wage Garnishment
Application Processing
Bankruptcy

Claim Processing

Cohort Default Rates

Cohort Default Rate Challenges

Compliance

Customer Service - Schools/Lenders

Customer Service - Students

Default Prevention Training - Schools

Deferments and Forbearance
Defaulted Loans

Disbursement Information
Disbursement Services

Early Assistance

Electronic Products and Services
False Certification

Fee Billing

Forms, Supplies, & Publications
Guarantee Status

Interest Rates

IRS Offset

Late Dishursement

Legal Counsel

Legal Account Litigation & Bankruptcy

(Continued on next page)
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Contact/Division

Recoveries

Loan Services
Claims Review
Claims Review

Default Prevention

Policy, Compliance, & Training

Policy, Compliance, & Training
School & Lender Support Services
Customer Service

Early Assistance

Default Prevention

Recoveries

Loan Services

Loan Services

Early Assistance

School & Lender Support Services
Policy, Compliance, & Training
Accounting

Customer Service

Loan Services

Loan Services

Recoveries

Loan Services

Legal Counsel, OSRHE

Legal

Telephone Number
1-800-777-3394

1-800-442-8642 ext. 4330
1-800-247-0420 ext. 4332
1-800-247-0420 ext. 4332

1-800-358-5460 ext. 4358 /
wsparks@ogslp.org

1-800-247-0420 ext. 4296 /
mmccreary@ogslp.org

1-800-247-0420 ext. 4432
1-800-247-0420 ext. 4329
1-800-442-8642
1-800-358-5460
1-800-358-5460
1-800-522-8022
1-800-442-8642 ext. 4330
1-800-442-8642 ext. 4330
1-800-358-5460
1-800-247-0420 ext. 4329
1-800-247-0420 ext. 4487
1-800-247-0420 ext. 4251
1-800-442-8642 ext. 4329
1-800-442-8642 ext. 4330
1-800-442-8642 ext. 4330
1-800-522-8022
1-800-442-8642 ext. 4330
405-225-9115
1-800-247-0423
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Oklahoma State Regents for Higher Education
Oklahoma Guaranteed Student Loan Program

Question Regarding

Lender of Last Resort
Lender/School Training
Loan Consolidation

NSLDS

Ombudsman
Policy/Regulatory Questions
Potential Fraud

Pre-Claims Information
Program Reviews
Repayment Information
Repurchase

Rehabilitation

School Closure

Special Allowance

Student Status Confirmation Report

Teacher Loan Forgiveness

Unpaid Refund

Contact/Division

School & Lender Support Services
Policy, Compliance, & Training
Loan Services

Loan Services

Policy, Compliance, & Training
Policy, Compliance, & Training
Policy, Compliance, & Training
Default Prevention

Policy, Compliance, & Training
Early Assistance

Accounting

Recoveries

Policy, Compliance, & Training
Policy, Compliance, & Training

Loan Services

Policy, Compliance, & Training

Policy, Compliance, & Training

Telephone Number
1-800-247-0420 ext. 4329

1-800-247-0420 ext. 4288
1-800-442-8642 ext. 4330

1-800-247-0420 ext. 4347 /
Ivanburen@ogslp.org

1-800-247-0420 ext. 4487
1-800-247-0420 ext. 4432
1-800-247-0420 ext. 4432
1-800-358-5460

1-800-247-0420 ext. 4487
1-800-358-5460

1-800-247-0420 ext. 4450
1-800-522-8022

1-800-247-0420 ext. 4487
1-800-247-0420 ext. 4432

1-800-442-8642 ext. 4347 /
Ivanburen@ogslp.org

1-800-247-0420 ext. 4296
1-800-247-0420 ext. 4487
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1.5 FFELP Guarantors and Contact Information

Rhode Island Higher Education Assistance Authority (RIHEAA)

Questions Regarding

Appeals

Applications Processing
Claims

Deferments

Forbearance

Disbursement Information
Guarantee Status

Late Dishursement

Late Guarantee
Lender/School Reviews
Lender/School Training
Loan Consolidation

Loan Denials

Loan Updates/Changes
Ombudsman

PLUS/SLS Refinance Loans
Partial Payments/Cancellations
Payment Arrangements/Defaults
Policy Questions
Regulatory Interpretation
Repayment Information

Student Status Verification

560 Jefferson Boulevard
Warwick, RI 02886
(401) 736-1100
FAX (401) 737-8838

Contact Name/Division

Clordine Cox

Guarantee Service Dept.
Clordine Cox

Guarantee Service Dept.
Guarantee Service Dept.
Guarantee Service Dept.
Guarantee Service Dept.
Diane Carlin

Guarantee Service Dept.
Nancy Dooley

Gregory Silva
Guarantee Service Dept.
Guarantee Service Dept.
Diane Carlin

Diane Carlin

Guarantee Service Dept.
Diane Carlin

Clordine Cox

Nancy Dooley

Nancy Dooley
Guarantee Service Dept.

Guarantee Service Dept.

Phone
401-736-1130

401-736-1160
401-736-1130
401-736-1160
401-736-1160
401-736-1160
401-736-1160
401-736-1162
401-736-1160
401-736-1161
401-736-1169
401-736-1160
401-736-1160
401-736-1162
401-736-1162
401-736-1160
401-736-1162
401-736-1121
401-736-1161
401-736-1161
401-736-1160
401-736-1160
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1.5 FFELP Guarantors and Contact Information

South Carolina Student Loan Corporation

P.0. Box 21487
Columbia, S.C. 29221
Telephone Number: (803) 772-9480
Fax Number: (803) 772-9410

Questions Regarding Telephone Number
Customer Assistance for Schools (800) 488-9875
Customer Assistance for Students
Application Processing (800) 347-2752
Repayment Information (800) 347-2752
Defaulted Loans (800) 347-2752
All other areas (803) 798-0916
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1.5 FFELP Guarantors and Contact Information

Student Loan Guarantee Foundation of Arkansas (SLGFA)

10 Turtle Creek
Little Rock, Arkansas 72202-1884
Telephone Number:  (800) 622-3446
(501) 372-1491
Fax Number: (501) 688-7675
www.slgfa.org

Question Regarding Contact/Division Telephone Number*

Bankruptcy Repurchase/Status Records and Reporting Department ext. 643
Borrower Debt Management Reports School & Lender Services Department ext. 637
Brochures & Publications School & Lender Services Department ext. 629
Claims Aversion Claim Management Department ext. 680
Claims Processing Claim Management Department ext. 640
Closed School Claim Management Department ext. 641
Cohort Rate Appeals Training and Technical Assistance Department ext. 609
Compliance & Regulatory Training Training & Technical Assistance Department ext. 636
Contracts & Agreements School & Lender Services Department ext. 633
Corporate Communications School & Lender Services Department ext. 633
DAAR Submissions, Updates/Resolutions Loan Maintenance Department ext. 665
Default Collections Records and Reporting Department ext. 639
Default Fee Billing Records Management ext. 612
Default Prevention Assistance Default Prevention Department ext. 690
Default Repurchases Records and Reporting Department ext. 643
Disbursement Services Lender Funds Department ext. 612
Electronic Application Processing Loan Maintenance Department ext. 665
FFELP Forms Office Administration Department ext. 650
Guarantee Operations/Processing Loan Maintenance Department ext. 665
IRS Offset Records and Reporting Department ext. 639
Legislative Information Policy & Compliance Division ext. 638
Loan Adjustments Caller Information & Assistance Department ext. 661
Loan Rehabilitation Records and Reporting Department ext. 639
Loan Updates/Changes Caller Information & Assistance Department ext. 661
NSLDS Reporting Caller Information & Assistance Department ext. 654
Products and Services School & Lender Services Department ext. 629
Program Review/Compliance Training & Technical Assistance Department ext. 636
Wage Garnishment Records and Reporting Department ext. 639

* Extensions may be reached via the (800) number. To reach an extension directly, dial (501) 688-7 and
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1.5 FFELP Guarantors and Contact Information

Student Loans of North Dakota (SLND)

SLND-Administration

Director

Student Loan Regulatory Supervisor
Compliance Officer

Administrative Assistant

SLND-Guarantor

Associate Director

Program Reviews

Claim Processing / NSLDS
Data Processing Coordinator

Processing:
Applications, cancellations and

disbursements for lenders and schools,
federal default fee billing

Applications, cancellations and
disbursements for lenders and schools

Loan status changes, deferments, loan
transfer statements, repayment manifests
and updates to enrollment status for
lenders and schools

Collections:
Supervisor
Default Aversion

Wage Garnishments
Bankruptcy

Skip Tracing

Loan Rehabilitation

College Information Service
1-800-554-2717

Manager

P.0. Box 5524
Bismarck ND 58506-5524

Telephone Number: (800)472-2166

TDD: (800)643-3916
Fax Number: (701)328-5716

Website: mystudentloanonline.nd.gov

Julie Kubisiak............... 1-701-328-5621
John Kramer ........cccceeeveerinenen. 328-5726
Rhonda Mendieta..........c......... 328-5751
Karen Keller .......ccoovveeennnen. 328-5791
Wally Erhardt ..........covvvvrinnnns 328-5654
Char Feist ......ccovrvrrrrireeeienen, 328-5753
Diane Sperle ........ccccovvvriririnnn. 328-5669
Marla Belohlavek .................... 328-5628
Holly Schirado.........c.cocvvveunen. 328-5683
Lynnette ENNeN ........cccceveeennee 328-5717
Elaine Fischer...........ccovveveienen. 328-5754
Jeanne Thomas .......cccceevrvvenen. 328-5755
David Plum .......cccvvvirirrinn, 328-5707
Eric Wingenbach...................... 328-5680
Mary Kraft......ccooieeceririinnnnn, 328-5655
Kristi Blumhagen..................... 328-5662
Elaine Schlinger ..........cccovueen. 328-5708
Terry Krueger......ccoevvvevnnnnnn 328-5765
Julie Ternes .....ccovvvveeeinenen, 328-5744
James Barnhardt .............c..... 328-5882

E-mail Address

jkubisiak@nd.gov
jikramer@nd.gov
rmendieta@nd.gov
kkeller@nd.gov

werhardt@nd.gov
cfeist@nd.gov
dsperle@nd.gov
mbelohlavek@nd.gov
hschirado@nd.gov

lyennen@nd.gov

efischer@nd.gov

jthomas@nd.gov

dplum@nd.gov
ewingenbach@nd.gov
makraft@nd.gov

kblumhagen@nd.gov
easchlinger@nd.gov
tgkrueger@nd.gov
jaternes@nd.gov

jbarnhardt@nd.gov
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1.5 FFELP Guarantors and Contact Information

Questions Regarding

Application Processing
Disbursement Information
Foreign School Applications
Guarantee Status

Late Dishursement
Lender/School Reviews
Loan Consolidation

Ordering Supplies

Payment Arrangements/Defaulted Loans

Refunds/Cancellations

Regulatory/Policy Questions

Status Changes

Tennessee Student Assistance Corporation

1950 Parkway Towers
404 James Robertson Parkway
Nashville, TN 37243-0820
Telephone Number (615) 741-1346
Fax Number (615) 741-6101

Contact/Division

GuaranTec, LLP
GuaranTec, LLP

TSAC Loan Division
GuaranTec, LLP

TSAC Loan Division

TSAC Compliance Division
GuaranTec, LLP
GuaranTec, LLP
GuaranTec, LLP
GuaranTec, LLP

TSAC Compliance Division

GuaranTec, LLP

Telephone Number

(800) 257-6528
(800) 257-6528
(615) 741-1346
(800) 257-6528
(615) 741-1346
(615) 532-3499
(800) 257-6528
(904) 281-7027
(800) 257-6528
(800) 257-6528
(615) 532-3499
(800) 257-6528
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1.5 FFELP Guarantors and Contact Information

TG
www.tgslc.org
U.S. Mail: Overnight Mail: Visitors:
P.0. Box 83100 3500 Wadley Place, Bldg. C, Ste. 303 301 Sundance Parkway

Round Rock, TX 78683-3100 Austin, Texas 78728-1244 Round Rock, TX 78681

Question Regarding

Adventures In Education (AIE.org)
Annual Report

Application Processing Resolution

Applications with Prior Defaults
Guarantee Inquiries
Reinstated Eligibility

Bankruptcy
Borrower Support

CAM
Claims
Consolidation Loan Reporting
DAARs

Cancellations
Claims
Closed School Discharge

Cohort Default Information /
Rate Appeals

Collections

Community Colleges - Financial Aid
Policy

Consolidation
Processing Information
Borrower Information

Cures / Rejects / Recalls
Status Inquiries

Default Aversion Assistance
Deferments / Forbearances
Demographic Updates

Enrollment Management Services
Enrollment Management Journal

False Certification
Fee Billings / Loan Disbursement Reporting

Financial Literacy Programs
Positive+Balance Community

Forms / Publications
Interest Rates
Internal Audit

Continued on Next Page...

Telephone Number: Direct (512) 219-5700; Toll Free (800) 252-9743
E-mail: relationship.management@tgslc.org; TG Staff firstname.lastname@tgsic.org
Fax Number: (512) 219-4989

Contact / Division
Communications
Communications

Loan Guarantee Operations

Customer Assistance
Collections

Collections

Customer Assistance

Claims
Loan Guarantee Operations
Default Prevention

Loan Guarantee Operations
Claims
Customer Assistance

Compliance Administrative Operations

Collections

Center for Financial Aid Policy in
Community Colleges

Loan Guarantee Operations
Customer Assistance

Claims
Customer Assistance

Default Prevention
Customer Assistance
Loan Guarantee Operations

Educational Alliances
Communications

Compliance Administrative Operations
Accounting

Default Prevention
Communications

Communications
Customer Assistance

Internal Audit

Telephone Number / E-mail

(800) 252-9743, ext. 4732; communications@tgslc.org
(800) 252-9743, ext. 4732; communications@tgslc.org

(800) 446-5616; Igo.helps@tgslc.org

800) 845-6267; cust.assist@tgslc.org
800) 222-6297; collections@tgslc.org

(
(
(800) 222-6297; collections@tgslc.org
(800) 845-6267; cust.assist@tgslc.org

252-9743, ext. 4779

(800
0) 446-5616; Igo.helps@tgslc.org

8

(80
(800) 446-5616; Igo.helps@tgslc.org
(800) 252-9743, ext. 4779
(

800) 845-6267; cust.assist@tgslc.org
(800) 252-9743, ext. 4701

(800) 222-6297; collections@tgslc.org

(800) 252-9743, ext. 6780

800) 446-5616; Igo.helps@tgslc.org
800) 845-6267; cust.assist@tgslc.org

(

(

(800) 252-9743, ext. 4791

(800) 845-6267; cust.assist@tgslc.org
(

800) 338-4752; prevent.default@tgslc.org

(800) 845-6267; cust.assist@tgslc.org
(800) 446-5616; Igo.helps@tgslc.org
(800) 252-9743, ext. 4914
(800

800) 252-9743, ext. 4775

800) 252-9743, ext. 4642
800

800) 252-9743, ext. 4546; communications@tgslc.org

(
(800) 845-6267; cust.assist@tgslc.org
(800) 252-9743, ext. 4616

)
)

(800) 252-9743, ext. 4706; prevent.default@tgslc.org
)

) 252-9743, ext. 4732; communications@tgslc.org

(
(800) 252-9743, ext. 4566; acct.processing@tgslc.org
(
(

) 252-9743, ext. 4732; communications@tgslc.org

Fax Number

(512) 219-4850
(512) 219-4850
(512) 336-4777

(512) 219-4633
(512) 219-4739

(512) 219-4829

(512) 219-4514
(512) 336-4777
(512) 336-6581

(512) 336-4777
(512) 219-4514
(512) 219-4633
(512) 219-4619

(512) 219-4739
(512) 219-2923

(512) 336-6652

(512) 336-4777
(512) 219-4633

(512) 219-4514
(512) 219-4633
(

512) 219-4630
(512) 219-4633
(512) 336-4777

(512) 219-4989
(512) 219-4850

(512) 219-4619
(512) 219-4513

(512) 336-6517
(512) 219-4850

(512) 219-4850
(512) 219-4633
(512) 219-4619
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1.5 FFELP Guarantors and Contact Information

TG

Question Regarding Contact / Division Telephone Number / E-mail Fax Number

FFELP Investigations / Compliance Administrative Operations (800) 252-9743, ext. 4782 (512) 219-4619
Potential Fraud (FFELP)

Legislative / Congressional Relations ~ Congressional/Legislative Liaison (800) 252-9743, ext. 4503; george.torres@tgslc.org  (512) 219-4932

Lender of Last Resort Loan Guarantee Operations (800) 446-5616; Igo.helps@tgslc.org (512) 336-4777
Lender Support (non-technical) Customer Assistance (800) 845-6267; cust.assist@tgslc.org (512)219-4633
Lottery Garnishment Collections (800) 222-6297; collections@tgslc.org (512) 219-2929
Media and Public Information Communications (800) 252-9743, ext. 4990; communications@tgslc.org (512) 219-4850
National Student Loan Data System Data Reporting (800) 801-8416; good.data@tgslc.org (512) 219-4641

Lender Manifest
Electronic Enrollment Reporting

Newsletters Communications (800) 252-9743, ext. 4732; communications@tgslc.org (512) 219-4850
Shoptalk Online Communications (800) 252-9743, ext. 4732; communications@tgslc.org (512) 219-4850
TG Connection Communications (800) 252-9743, ext. 4732; communications@tgslc.org (512) 219-4850

Ombudsman Office of the President (800) 252-9743, ext. 4502 (512) 219-4603
Participation Agreements Compliance Administrative Operations (800) 252-9743, ext. 4701 (512) 219-4619
Person Loan Disbursement Changes Loan Guarantee Operations (800) 446-5616; Igo.helps@tgslc.org (512) 336-4777
Professional Licensing Renewals Collections (800) 222-6297; collections@tgslc.org (512) 219-4741
Program Reviews / Audits Program Review (800) 252-9743, ext. 4774 (512) 219-2849
Public Benefit Programs Educational Alliances (800) 252-9743, ext. 4518 (512) 219-4989
Rehabilitations Collections (800) 222-6297; collections@tgslc.org (512) 219-2923

(512) 219-4739
Repurchases Collections (800) 222-6297; collections@tgslc.org (512) 219-2929
Research and Statistical Reports Research and Analytical Services (800) 252-9743, ext. 4504 (512) 219-4932
School Support (non-technical) Customer Assistance (800) 845-6267; cust.assist@tgslc.org (512) 219-4633
Speakers Bureau Learning and Development (800) 252-9743, ext. 4650 (512) 219-4508
Special Allowance Rates Lender Relationships (800) 892-1357; lenderrequests@tgslc.org (512) 219-4633
TG Online (www.tgslc.org) Communications (800) 252-9743, ext. 4732; communications@tgslc.org (512) 219-4850
Teacher Loan Forgiveness Customer Assistance (800) 845-6267; cust.assist@tgslc.org (512) 219-4633
Technical Support Product Support (800) 332-1455; product.support@tgslc.org (512) 219-4641

Texas Awareness Initiatives

Events / Product Orders Educational Alliances (800) 252-9743, ext. 4784 (512) 219-4989
Training - Products Product Training (800) 252-9743, ext. 4758 (512) 219-4525
Treasury Offset Collections (800) 222-6297; collections@tgslc.org (512) 219-4741
Unpaid Refunds Compliance Administrative Operations (800) 252-9743, ext. 4775 (512) 219-4619
Wage Garnishment Collections (800) 222-6297; collections@tgslc.org (512) 219-4741
Web Sites Communications (800) 252-9743, ext. 4732; communications@tgslc.org (512) 219-4850
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1.5 FFELP Guarantors and Contact Information

United Student Aid Funds, Inc.

(USA Funds)

www.usafunds.org

Mailing Address
P. O. Box 6028

Indianapolis, IN. 46206-6028

USA Funds:

Topic Contact

General Assistance General Assistance 866-329-7673

Compliance Operations Compliance Issues 317-806-1256
Program Reviews
Cohort Default Rates

Unpaid Refund

Phone Number/E-Mail

Location

Crosspoint Plaza One

10475 Crosspoint Boulevard
Suite 230

Indianapolis, IN. 46256-3323

Fax Number

317-806-1207

317-806-1207

317-806-0151

Investigations Fraud and abuse 866-329-7673
False Certification

Loan Policy Internet Inquiries askpolicy@usafunds.org
Policy Inquiries 317-806-1251
Regulatory Inquiries
Common Manual Inquiries

Ombudsman Official Inquiries 317-806-1265

Guarantor Servicer; Sallie Mae (www.salliemae.com):

Indiana
Mailing: P.O. Box 6180
Indianapolis, IN 46206-6180

Florida
Mailing: P.O. Box 147020
Gainesville, FL 32614-7020

Location: 3011 SW Williston Rd.
Suite 101
Gainesville, FL 32608

Location: 11100 USA Parkway
Fishers, IN 46037-9203

www.salliemae.com
Guarantee Information
Disbursement Information
Account Information
Online News
Interactive Calculators

Claims

Cures, Rejects & Recalls
Closed School Discharge
Teacher Loan Forgiveness

Claim Management

General Information
Status of Applications
Loan Status Updates

Customer Assistance
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800-428-9250 Ext. 86937

888-272-4665 School/Lender
888-272-5543 Borrower

317-806-1207

Arizona
Mailing: P.O. Box 16522
Mesa, AZ 85211-6522

Location: 1001 W. Southern Ave
Mesa, AZ 85210-4905

317-578-6289

800-468-7789


www.usafunds.org
www.salliemae.com
www.salliemae.com

1.5 FFELP Guarantors and Contact Information

Topic

Default Prevention

Electronic Services

Default Fee Operations

Loan Consolidation

Loan Disbursement

Marketing

School/Borrower
Post-Claim Support

USA Funds University

United Student Aid Funds, Inc. (USA Funds)

Contact

Delinquent Accounts
Default Aversion

WhizKid™ Support
CommonLine Support

System Information
Operational Information

Applications/Information

Electronic funds transfer
(WhizFund™)

Products & Services

Post Claim Assistance

School and Lender
Training

(continued)

Phone Number/E-Mail

800-635-3786
800-635-3783 (Spanish)

800-348-4606

800-428-9250 Ext. 84909
800-428-9250 Ext. 87105

800-448-3533

888-272-4665 School/Lender
888-272-5543 Borrower

866-497-8723 Option 5

800-331-2314

866-497-8723 Option 5

Fax Number

800-220-2008

317-578-6829

317-594-1041

317-598-4175

800-468-7789

317-806-4987

317-595-1265

317-806-4987

70

Chapter 1: Overview—November 2009



1.5 FFELP Guarantors and Contact Information

Utah Higher Education Assistance Authority (UHEAA)

Board of Regents Building, The Gateway
60 South 400 West
Salt Lake City, UT 84101-1284

Mailing address;
P.0. Box 45202
Salt Lake City, UT 84145-0202

Telephone Number: (800) 418-8757 or (801) 321-7200
Fax Number: (801) 321-7299

Website: www.uheaa.org
E-mail: uheaa@utahsbr.edu

Function Telephone Number
Accounting and Finance Branch (801) 321-7286
Borrower Services Group (801) 321-7294
Claims Review Group (801) 321-7225
Compliance and Program Review Team (801) 321-7177
Loan Management Services Group (Default Prevention) (801) 321-7246
Loan Purchase Program Oversight and Coordination Branch (801) 321-7295
Account Services Group (801) 321-7236
Policy and Development Division (801) 321-7166
Postclaim Services Group (801) 321-7272

L]
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1.5 FFELP Guarantors and Contact Information

Vermont Student Assistance Corporation (VSAC)

EDUCATION LOAN SERVICES (1-800-642-3177)

School Services

Compliance
Borrower Services

PLUS Applicant Credit Review

10 East Allen Street
P.0. Box 2000
Winooski, Vermont 05404-2601
(802) 655-9602
1-800-642-3177
FAX: (802) 654-3765
TTD: (802) 654-3766
TTD in State: 1-800-281-3341
Web Site: www.vsac.org

Contact

School Services Phone Group
Jason Stuart Walt

Jaye O'Connell

Loan Customer Service Counselors

PLUS Credit Counseling Team

DEFAULT AVERSION AND COLLECTIONS (1-800-642-3177)

Program Policies and Issues

Specialized Programs for Defaulted Borrowers
(Loan rehabilitation, Loan consolidation,

Renewed Title IV Eligibility)
Default Aversion Issues

GRANTS (1-800-882-4166)

Policies and Operations

SCHOLARSHIPS (1-888-253-4819)

Operations, Policies & Procedures

OUTREACH SERVICES (1-800-642-3177)

Policies and Programs

Contact

Linda Viau
Rose Bean

Christine Quinn-Kuck

Contact
Marcia Corey

Contact
Marjorie RW Lemay

Contact
Carol Bokan

Phone/Ext/Internet

1-888-307-8722
Ext. 375 waltj@vsac.org

Ext. 388 oconnell@vsac.org

1-800-798-VSAC (1-800-798-8722)
Info@vsac.org
Ext. 6525

Phone/Ext/Internet

Ext. 223 viau@vsac.org
Ext. 278 bean@vsac.org
Ext. 211 kuck@vsac.org

Phone/Ext/Internet
Ext. 206 corey@vsac.org

Phone/Ext/Internet
Ext. 243 lemay@vsac.org

Phone/Ext/Internet
Ext. 690 arner@vsac.org
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2.1.B Types of Loans Available

2.1
The Federal Family Education Loan Program
(FFELP)

Chapter 2 provides general information about the FFELP,
the types of loansthat are availablein the program, and the
various stages that comprise the “life” of a FFELP loan.
This chapter also lists other resources a school, lender, or
servicer may wish to consult for moreinformation about the
FFELP.

2.1.A
Overview

The Federal Family Education Loan Program (FFELP) is
authorizedin Part B of TitlelV of the Higher Education Act
of 1965, as amended. Under the FFELP, students and their
parents can obtain low-cost education loans to help pay for
the cost of higher education.

FFEL P loans are made to students and parents by lenders.
Thelender cannot requirethe borrower to provide collateral
for theloan—and, in most cases, thelender does not require
the borrower to be creditworthy. To protect the lender from
loss in the event of the borrower’s death, disability,
bankruptcy, or default, the loan is guaranteed by a
guarantor. In certain circumstances, the lender also is
protected if the student attends a school that closes or if the
school falsely certifies the borrower’s |oan.

Guarantors are reinsured under a common participation
agreement with the U.S. Department of Education (the
Department). However, the Department is authorized to
enter into individual agreements, called Voluntary Flexible
Agreements (VFAS), with selected guarantors. VFAs
include waivers of certain regulations and may create
unique servicing requirements for schools, lenders, and
guarantors. Guarantors participating under VFAswill work
with their school and lender partners to address the special
requirements for servicing loans under their guarantee.
[HEA 8427(a)(2)(A); HEA 8428(b) and (c); HEA 8428A]

Some guarantors have entered into VFAs. Contact your
guarantor for more information.

2.1.B
Types of Loans Available

All FFELP loans have flexible terms—both during the
period when the student is in school and during the period
when the loan must be repaid. During repayment, a
borrower may be entitled to defer payments on theloan in
certain circumstances, such as during periods of
unemployment, economic hardship, or further study.

There are several types of education loans currently offered
by lenders under the FFELP:

+ A subsidized Federal Stafford loan isavailableto an
eligible student attending a participating
postsecondary school. A student who demonstrates
financial need is eligible to have the federal
government pay the interest on the loan to the lender
until repayment of the loan begins and during any
deferment periods. The student is allowed a grace
period (usually six months) after leaving school or
dropping below half-time enrollment before
repayment begins. Repayment of a Stafford loan is
scheduled over amaximum period of 10 years.
However, the repayment period may be longer than
10 years under an income-based repayment plan. For a
borrower eligiblefor an extended repayment schedul e,
the maximum repayment period is 25 years. (See
Section 10.8).

« Anunsubsidized Federal Staffordloanisavailableto
an eligible student attending a participating
postsecondary school. A student who does not
demonstrate sufficient financial need istypically
eligible for an unsubsidized Stafford loan. An
unsubsidized Stafford loan can also be used to
supplement a subsidized Stafford loan. An
unsubsidized Stafford |oan borrower does not have any
interest paid on his or her behalf by the federal
government; such aborrower isresponsiblefor paying
to the lender all interest that accrues on the loan from
the time the loan is disbursed until it ispaid in full.
Otherwise, the terms of an unsubsidized Stafford loan
are the same as those for a subsidized Stafford loan.
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2.2 The Life of a FFELP Loan

« AFederal PLUSIoan isavailableto an eligible parent
of adependent undergraduate student attending a
participating postsecondary school and to an eligible
graduate or professional student enrolled inan eligible
graduate or professional program at a participating
school. A PLUS loan borrower must not have adverse
credit or must obtain an ereditworthy-endorser without
adverse credit to be eligible for the loan. The borrower
isresponsible for paying to the lender the interest that
accrues on theloan from the time the loan is disbursed
until it ispaidin full. Repayment of aPLUS loanis
scheduled over a maximum period of 10 years.
However, the repayment period on a Grad PLUS loan
may be longer than 10 years under an income-based
repayment plan. For a borrower eligible for an
extended repayment schedul e, the maximum
repayment period is 25 years. (See Section 10.8).%

+ A Federal Consolidation loan isavailableto a
borrower who wants to combine his or her outstanding
education loans into asingle loan with asingle
monthly payment. In most cases, the borrower is
responsible for paying to the lender the interest that
accrues on the loan until the loan is paid in full.
Consolidation loans usually have alonger repayment
period and alower monthly payment than is available
on the underlying education loans.

Before July 1, 1994, Federal SL Sloanswere available to
eligible students attending participating postsecondary
schools. An SLS borrower must pay to the lender al
interest that accrues on the loan from the time the loan is
disbursed until it ispaid in full. The Federal SLS Loan
Program was discontinued effective July 1, 1994. At the
sametime, loan limits on unsubsidized Stafford loans were
increased by the amounts previously availableto SLS
borrowers. All SLSloansfirst disbursed before July 1,
1994, retain the terms and conditions established under the
Federal SLS Loan Program.

More information about each of these types of loans, the
process aborrower followsto obtain aloan, theterms of the
loan, and how schools and lenders are to handle FFEL P
loansisincluded in this Manual.

| * Policy 1144 (Batch 161), approved October 15, 2009

2.2
The Life of a FFELP Loan

Thelifeof aFFEL Ploan beginswith the borrower’ sregquest
for aloan and the school’s certification of the borrower’s
eligibility. It endswhentheloanispaidin full—or when the
outstanding loan amount is fully discharged or forgiven.
The life of a Stafford or PLUS loan spans three phases:

Phase 1: Origination
The school certifies the applicant’s digibility, and the
lender approves the loan and applies for the guarantee.

Phase 2: The Interim Period

The school and lender manage the loan while the
borrower or student isin school, and during any grace
period to which the borrower is entitled.

Phase 3: Repayment

The lender maintains, or services, the loan from the
time the borrower is to begin making payments on the
loan until theloan ispaid in full by the borrower, paid
in full by consolidation, paid by the guarantor asa
claim, or fully discharged or forgiven.

During these three phases, the school and lender each have
responsibilities for ensuring that the loan is handled

properly.

Thethree flow charts on the following pages depict thelife
of a Stafford loan and the life of aPLUS loan.

2
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2.2 The Life of a FFELP Loan

The Life of a Stafford Loan Figure 2-1

Applicant submits
Free Application for Federal
Student Aid (FAFSA)

Y Y

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

Phase 1
Origination

Applicant completes Federal
Stafford Loan Master
Promissory Note and submits
to school, lender, or guarantor

Y

Guarantor reviews loan
information, guarantees
loan, and notifies lender

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

Lender provides disclosure to
borrower and sends
dishursement to school

Y

Gchool releases proceeds

School returns

to the borrower proceeds to the lender

Lender cancels loan and
notifies guarantor

Phase 2 ¢

Interim Period Borrower enters grace
period upon dropping
below half-time status

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

v

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

Y Y VY Y ¥ ¥ ¥V _y ¥

Borrower Borrower files | | Borrower dies Borrower Borrower Borrower Borrower Borrower Borrower
becomes Chapter 12 or becomes totall applies or is | |applies for false| | applies or is applies for the applies or is
delinquent and| | 13 bankruptcy and determined certification determined Teacher Loan determined
defaults or hardship permanently eligible for discharge eligible for Forgiveness eligible for
petition disabled closed school unpaid refund Program spouses and
discharge discharge parents of
victims of
September 11,
2001, dischargd

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

after claim/discharge/forgiveness.

Y

Lender files claim/discharge/

forgiveness with the guarantor
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2.2 The Life of a FFELP Loan

The Life of a Parent PLUS Loan Figure 2-2

Phase 1
Origination

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

Y

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

Y

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

guarantees loan, and
notifies lender and school

Y

Lender provides disclosure
to borrower and sends
disbursement to school

School releases proceeds School returns proceeds Lender cancels loan and
to the borrower to the lender notifies guarantor

Borrower enters
repayment status when
the loan is fully disbursed

Y

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

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

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

Phase 3
Repayment

Borrower may become
eligible for deferment
or forbearance

||

Y

Y

Y

Y

Y

Y

Y

Y

Borrower
becomes
delinquent and
defaults

Borrower files
Chapter 12 or 13
bankruptcy or
hardship petition

Borrower or
student dies

Borrower
becomes totally
and permanently

disabled

Borrower applies
or is determined
eligible for closed
school discharge

Borrower applies
for false
certification
discharge

Borrower applies|
or is determined
eligible for unpaid
refund discharge

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

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

after claim/discharge.

v

/

Lender files claim/

discharge

/
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2.2 The Life of a FFELP Loan

The Life of a Grad PLUS Loan Figure 2-3

Phase 1

Origination School certifies

loan eligibility and sends loan

information to lender or
guarantor
Applicant submits a Free Application
for Federal Student Aid (FAFSA)
+ Lender reviews credit
history and loan information,
School determines Federal approves loan, and applies
Stafford loan maximum for guarantee
eligibility
. Guarantor reviews loan
Applicant completes a Federal PLUS . . .
R information (and in some
Loan Application and Master . -
| instances credit history), |-———

Promissory Note (PLUS MPN) and

. uarantees loan, and
submits to school, lender, or guarantor g

notifies lender and school

¢

Lender provides disclosure
to borrower and sends
disbursement to school

School returns proceeds
to lender (if loan is
reduced, canceled or
declined)

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

Lender cancels loan and
notifies guarantor

School releases proceeds
to the borrower

Phase 3 Borrower enters
Repayment repayment status when
Borrower is ellglble for an in- / the loan is fU”y disbursed
school deferment if enrolled at
least half time; and may become
eligible for other deferments or Borrower pays loan in full
forbearances during the or loan is paid in full by
repayment phase consolidation
Borrower Borrower files Borrower dies Borrower Borrower applies Borrower applies| | Borrower applies
becomes Chapter 12 or 13 becomes totally or is determined for false or is determined
delinquent and bankruptcy or and permanently| eligible for closed certification eligible for unpaid
defaults hardship petition disabled school discharge discharge refund discharge

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

2.2.A
Origination

Schools, lenders, and guarantors collaborate to establish the
most efficient processes to originate both Stafford and
PLUS loans using the most up-to-date technologies and
tools to expedite the loan process and deliver loan funds
promptly to student and parent borrowers. These processes
vary depending on electronic services and other
arrangements among these parties. Current application and
promissory note processes are:

«  TheFedera Stafford Loan Master Promissory Note
(Stafford MPN) is the student borrower’s promise to
repay thefunds and providesimportant language about
the student borrower’s rights and responsibilities with
respect to obtaining and repaying theloan. Becausethe
Stafford MPN isonly apromissory note, the borrower
application and school certification processes are
separate. To obtain a Stafford loan, the student must
submit a completed Free Application for Federal
Student Aid (FAFSA). Before a Stafford loan is
disbursed under the multi-year feature of the MPN, the
school or the lender must complete either the
notification or the confirmation process described in
Subsection 8.2.B.

[DCL GEN-02-10Q]

«  TheFederal PLUS Loan Application and Master
Promissory Note (PLUS MPN) isasingle form used
concurrently as aborrower’s application for the loan
and the borrower’s promise to repay the funds. A
parent borrower must complete aseparate PLUS MPN
for each dependent student for whom he or she wishes
to borrow. Before each PLUS loan is disbursed, the
borrower must indicate the amount he or she wishesto
borrow (the requested loan amount). The requested
loan amount may be obtained by either the school or
the lender depending on the process agreed to by the
parties. The school certification and the process for
obtaining the borrower’s requested |oan amount may
be separate processes.

[DCL GEN-03-03; DCL FP-06-05]

Both the Stafford MPN and the PLUS MPN have a multi-
year feature that permits aborrower to sign one promissory
note for multiple loans. All schools located in the United
States, unless notified otherwise by the Department, may
use the Stafford MPN and the PLUS MPN as multi-year
notes. Schools located outside of the United States, unless
specifically authorized by the Department to offer the
multi-year feature, must use a separate Stafford MPN and
PLUS MPN for each academic year.

There are instances, however, when the borrower may have
to complete anew MPN for each new academic year. (See
Section 6.16 for more information about applying for
Stafford and PLUS loans and when anew MPN isrequired.
See Subsection 7.2.B for information regarding transfer
students and MPNSs).

The lender must verify that each loan is supported by a
signed MPN and that the lender’s ability to make
subsequent loans has not expired or been revoked (see
Section 7.2).

School Certifies Loan Eligibility

For a Stafford loan, the school certifies:

«  Thestudent's eligibility.

«  The maximum amount of |oan for which the applicant
iseligible.

«  The maximum amount of loan on which the
Department will pay interest benefits, if applicable.

«  Theloan period, enrollment status, grade level, and
anticipated graduation date.

- A recommended disbursement schedule for the loan.

«  Other information used by the lender to determine
whether to make the loan.

For aparent PLUS loan, the school certifies the preceding
information and the parent’s eligibility for the loan.

For a Grad PLUS loan, the school certifies the preceding
information and the student’s eligibility for the loan.

The school sends the loan certification to the lender or to
the guarantor on the lender’s behalf. Usually, loan
certification information is transmitted electronically.

For more information on eligibility requirements and the
school’s certification of aloan, see Chapters 5 and 6.

6
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2.2.A Origination

Lender Reviews and Approves the Loan

After the school certifies eligibility, the loan applicant
submits—or directs the school to submit—the [oan
information to an eligible lender of the applicant’s choice.
The lender is responsible for reviewing the loan
information to determine whether aloan should be made
based on its lending practices.

In determining borrower eligibility, the lender generally
reliesin good faith on information provided by the school,
the applicant, and, for PLUSIoans, the student. ForaPLUS
loan, the lender must also determine whether the applicant
iscreditworthy-has adverse credit by obtaining and
reviewing acredit report. If the lender determines that the
loan information is complete and that the applicant is
eligible for aloan, the loan information is submitted to the
guarantor for guarantee.®

The guarantor often reviews and approves the loan on a
lender’s behalf, where such arrangements have been made
between the guarantor and the lender.

For more information on how the lender reviews and
approves the loan, see Chapter 7.

Guarantor Reviews and Guarantees the Loan
Upon receiving the loan information, the guarantor:

+  Reviewsthe applicant’s eligibility based on the loan
information provided to determine if the record is
complete, legible, and consistent with other
information in its records.

«  Enterstheloaninformation onitssystemto processthe
guarantee.

If the loan information indicates that the applicant is
eligible, the guarantor notifies the lender that the loan has
been guaranteed. When the loan is guaranteed, the
guarantor produces a guarantee disclosure to provide the
borrower and lender with important information about the
loan. Information on the guarantee disclosure includes the
loan amount, interest rate, scheduled disbursement dates,
and loan fees. Many guarantors al so notify the school when
the loan is guaranteed.

For more information on how the guarantor reviews and
processes aloan for guarantee, see Chapter 6.

L Policy 1144 (Batch 161), approved October 15, 2009

Lender Disburses the Loan

The lender compares the guarantee disclosure to the
borrower’s loan information. If the datais consistent, the
lender keeps arecord of the guarantee and provides an
accurate disclosure to the borrower on or before the date of
thefirst disbursement.

The lender disburses the |oan proceeds to the borrower
according to the dates reflected on the guarantee disclosure
and sends the loan proceeds to the school (unless the
borrower is attending aforeign school or studying abroad).
The lender may disburse the loan by issuing an individual
check, by sending a master check that combines the loan
proceeds of several borrowers into a single check, or by
transmitting the loan funds via electronic funds transfer.

Thelender may make arrangementswith adisbursing agent
to disburse the loan on the lender’s behalf.

For more information on disbursement, see Chapter 7.
School Delivers the Loan Proceeds to the Borrower

The school delivers the loan proceeds to the borrower
promptly after verifying that the borrower remains eligible
for the loan. The school credits the funds to the student’s
account or delivers the funds to the borrower, as
appropriate. At the borrower’s written request, a school
may also retain and deliver funds periodically to help the
student manage his or her loan funds and attendance costs.

Sometimes, a borrower receives additional financial aid
after his or her digibility for a Stafford or PLUS |oan has
been certified by the school. When this happens, an
overaward may occur. Under certain circumstances, the
school must return all or a portion of the undelivered
Stafford or PLUS disbursements to the lender to reduce or
eliminate the overaward.

If the borrower haslost digibility for the Stafford or PLUS
loan, the school must promptly return any undelivered
proceeds to the lender. Typically, the loan disbursement is
then canceled by thelender. Under certain circumstances, a
borrower may still be able to obtain the loan proceeds as a
|ate disbursement.

For more information on school delivery of loan proceeds,
see Chapter 8.
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2.2.B The Interim Period

2.2.B
The Interim Period

In-School and Grace Periods

Each student who borrows a Stafford loan is entitled to an
“interim period.” This period includes the time when the
student isin school and the grace period before the student
isrequired to begin making payments. During thein-school
and grace periods on a subsidized Stafford loan, the federal
government paystheinterest duethelender on behalf of the
student. During the in-school and grace periods on an
unsubsidized Stafford loan, the lender is responsible for
collecting or capitalizing interest due from the student.

Thein-school period isthe period during which the student
isenrolled at least half time in school. During this period,
the school—in addition to providing the education or
training that the student paid for—keeps track of and
reports on the student’s enrolIment status, anticipated
graduation date, and changes in address.

After the student leaves school or dropsto less than half-
time enrollment, the grace period on a Stafford loan begins.
During the grace period, the lender begins preparing for the
student to enter repayment on his or her Stafford loan.

The lender may arrange with other program participants to
servicetheloan on the lender’ sbehalf or may chooseto sell
the loan to another lender or secondary market.

Theinterim period is not applicable on PLUS loans. A
PLUS loan borrower enters repayment immediately upon
full disbursement of the loan. The borrower may postpone
payment of principal onaPLUSloanif heor sheiseligible
for adeferment. The lender isresponsible for collecting or
capitalizing interest due from the borrower during the
deferment period.

For more information on school and lender responsihilities
during the interim period, see Chapter 10.

Student Leaves School

If the student leaves school before the end of the loan
period, the school may need to refund tuition and fees. The
school must determine whether any portion of therefundis
due the student, then promptly send the refund to the lender
of the Stafford or PLUS loan, as applicable.

When the student leaves school or drops to less than half-
time enrollment, the school must provide the student with
exit counseling information. The school also must report
the student’s last date of at |east half-time enrollment to the
guarantor and/or lender. Thelender creditsany refund from
the school and records the student’s | ast date of attendance.

For more information on the school’ s responsibilities when
the student leaves school, see Chapter 4.

Occasionally, astudent or parent borrower may repay some
or al of hisor her loan early. The lender treats any fundsit
receives before repayment is scheduled to begin asa
prepayment and generally applies them to the principal
balance of the student or parent borrower’s loan.

For more information on prepayments, see Chapter 10.

School’s Responsibilities during the Interim Period

The school’s responsihbilities during the interim period
include:

«  Monitoring and reporting the student’s enrolIment
status to the guarantor or lender.

+  Reporting demographic datato the guarantor or lender.

«  Providing exit counseling information to the student.

«  Reporting required information to the guarantor.

«  Calculating any refunds due the student and providing
them to the lender of the Stafford or PLUS loan, as

applicable.

For more information on the school’s responsibilities, see
Chapter 4.
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2.2.C Repayment

Lender’s Responsibilities during the Interim Period

The lender’s responsibilities during the interim period
include:

+  Reporting disbursements made.

«  Remitting federal default fees (formerly guarantee
fees) to the guarantor.

« Accruing, collecting, or capitalizing interest due onthe
loan.

«  Monitoring changes in student enrollment status.

«  Monitoring student and borrower demographic data.
+  Reporting loan status information to the guarantor.

«  Reporting loan information to a credit bureau.

«  Reporting disbursement and loan information to the
Department.

.  Caollecting, reporting, and paying origination fees to
the Department.

+  Reguesting interest and special allowance benefits
from the Department.

The lender may arrange to have other program participants
service loans on the lender’s behalf.

For more information on the lender’s responsibilities, see
Chapters 3, 7, and 10, and Appendix A.

2.2.C
Repayment

Borrower Enters Repayment

A Stafford loan borrower enters repayment when the grace
period ends. A PLUSIoan borrower entersrepayment at the
time the loan is fully disbursed.

The lender must notify the borrower of the terms and
conditions for repayment of the loan before payments are
scheduled to begin. Theseterms and conditionsinclude the
total amount to be repaid, the number of payments, the
payment amount, the interest rate, the payment due date,
and any interest amounts that are being capitalized.
Borrowers are responsible for paying the interest that
accrueson their loansduring repayment. A Stafford, PLUS,
or SLSloan borrower may consolidate two or more
education loans into one debt. Consolidation can help the
borrower more easily manage his or her debts, and may
lower the total monthly payment on those debts.

During the repayment period, the lender is responsible for:
«  Notifying the borrower of his or her repayment terms.
«  Converting the loan to repayment.

«  Collecting and applying loan payments.

«  Processing deferments and forbearances.

+  Reporting loan status changes to the guarantor.

+  Reporting loan information to the Department.

+  Reporting loan information to anational credit bureau.

+  Reguesting interest and specia allowance payments
from the Department.

Thelender may arrange to have other program participants
service loans on the lender’s behalf.

For more information on how the lender converts loans to
repayment and servicesloans during the repayment period,
see Chapter 10.
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2.2.C Repayment

Deferment and Forbearance

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

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

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

For more information on deferment and forbearance, see
Chapter 11. For information on interest subsidies, see
Appendix A.

Borrower Pays the Loan in Full

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

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

Borrower Does Not Pay the Loan in Full

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

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

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

«  Theborrower failsto repay the loan when it is due.

«  Theborrower or student dies before the loanispaidin
full.

«  Theborrower becomes totally and permanently
disabled.

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

«  Theborrower filesfor debt collection protection under
bankruptcy laws.

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

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

«  Theschool falsaly certifies the borrower’s eligibility
for the loan.

«  Theborrower qualifies for loan discharge due to the
crime of identity theft.

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

For more information on the lender’s responsibilities when
the borrower is unwilling or unable to make payments, see
Chapters 12 and 13.
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2.3.A Federal Statute, Regulations, and Dear Colleague Letters/Dear Partner Letters

2.3
Other FFELP Resources

FFEL P participants may consult several resourcesfor more
information on the program:

+  TheU.S. Department of Education provides several
publications on various aspects of the FFEL P. Many of
these publications are described in the following two
subsections. A guarantor can provide many of the
resources listed or can assist a school or lender in
locating them. See Chapter 1 for information on
contacting guarantors.

Schools and lenders al'so may consult the Department
for guidance or additional reference materials. Contact
information for the Department’s regional officesis
included in Appendix D.

«  Severa student loan organizations make FFELP
information available. Schools and lenders may
contact guarantors for more information about these
organi zations and the publications they offer.

2.3.A
Federal Statute, Regulations, and Dear
Colleague Letters/Dear Partner Letters

FFEL P guidance for schools, lenders, servicers, and
guarantorsisincluded in amendments to the Higher
Education Act, the federal student aid regulations, and the
Department’s Dear Colleague Letters/Dear Partner
Letters. These are essential references for schools and
lenders that participate in the FFELP.

The Higher Education Act of 1965, as Amended

This statute governs student financial aid programs. Like
any other law, the Act isamended by Congressional action
and the amendments are signed into law by the president.
This document is updated periodically by the
Superintendent of Documents. A program participant may
obtain a copy of the Act asfollows:

Contact:

Congressional Desk

U.S. Superintendent of Documents
Washington, DC 20202

Phone (202) 512-1808

Request:
Volume I11 Higher Education
Compilation of Federal Education Laws

Electronic Copy:
Available for download at www.ifap.ed.gov

Federal Student Aid Regulations

Title 34 of the Code of Federal Regulations (34 CFR)
contains many of the regulations that govern the student
financial assistance programs authorized by the Higher
Education Act. The Department publishes regulations that
govern how schools, lenders, servicers, and guarantors
administer the federal student aid programs. Regulations
are updated annually on July 1. Federal regulations may be
ordered as follows:

Contact:

U.S. Superintendent of Documents
Washington, DC 20202

Phone: (202) 512-1800

Request:
34 CFR Part 400 to End

Electronic Copy:
Available for download at www.ifap.ed.gov

Another publication—entitled Compilation of Student Aid
Regulations 34 CFR—and copies of individual chapters of
the federal regulations are avail able from the Department.
Copies may be requested by calling (800) 4-FED-AID.

Dear Colleague Letters (DCLs)/Dear Partner Letters (DPLS)

Theselettersare sent by the Department to schools, lenders,
servicers, and guarantors to provide interpretive guidance
about student financial assistance programs. Typically, the
letters are issued by the Department to provide interim
guidance after Congress amends the Higher Education Act
until the Department publishes regulations. To obtain a
DCL/DPL, aprogram participant may call the Department
at (800) 4-FED-AID or may contact aguarantor. Electronic
copies are available for download at www.ifap.ed.gov.

Regulatory Waivers

Occasionally, the Secretary uses his or her authority under
8432(a)(6) of the Higher Education Act of 1965, as
amended, and §682.406(b) and 8682.413(f) of the
regulations, to provide relief to FFEL P borrowers, schools,
lenders, or guarantors from certain regulatory provisions.
For example, if an area has been designated a disaster area

Chapter 2: About the FFELP—November 2009
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2.3.B U.S. Department of Education Publications

by the president of the United States or Mexico, the prime
minister of Canada, or agovernor of a state, certain
regulations may be waived. The Department will issue
guidance to notify program participants of the regulations
being waived. This guidance will specify time frames and
other conditions applicable to these waivers, such as
military mobilizations.

2.3.B
U.S. Department of Education Publications

The following Department publications are available upon
request by calling the Federal Student Aid Customer
Service Call Center at (800) 433-7327. Some of these
publicationsare also availablefor download on the Internet.
See each publication below for its applicable Website.
Additional Department publications are available from the
Information for Financial Aid Professionals (IFAP)
Website at www.ifap.ed.gov.

Federal Sudent Aid Handbook

This publication provides guidance to schools and lenders
that offer federal student aid to studentsand borrowers. Itis
updated annually by the Department. The current and
archived versions of the Federal Student Aid Handbook
(FSA Handbook) are available for download fromthe IFAP
Website at www.ifap.ed.gov.

Application and Verification Guide

This publication isacomponent of the FSA Handbook and
isintended for financial aid administrators (FAAS) to help
students begin the student aid process. It contains guidance
on filing the Free Application for Federal Student Aid
(FAFSA), verifying information, and making corrections
and other changes to the information reported on the
FAFSA. Thispublication is available as part of the latest
version of the FSA Handbook, which is available for
download from the IFAP Website at www.ifap.ed.gov.

Cohort Default Rate Guide

Thispublicationisthe primary resource used by the student
loan community to enhance understanding and application
of cohort default rate regulations and their associated
processes. It includes the deadlines and processes for
challenging a draft cohort default rate or for requesting an
adjustment to or appealing official cohort default rate data.
Thisguide combinesthe previous Draft and Official Cohort
Default Rate Guides into one comprehensive publication.
The Cohort Default Rate Guide is available for download
from the IFAP Website at www.ifap.ed.gov.

Expected Family Contribution Formula Worksheets and
Tables

This publication is provided to inform schools of how the
expected family contribution (EFC) is calculated for
students and families when they apply for student financial
aid. It is generally published annually. The current and
archived versions of the Expected Family Contribution
Worksheets and Tables are avail able for download from the
IFAP Website at www.ifap.ed.gov.

Counselors and Mentors Handbook on Federal Sudent Aid

This publication provides information to help high school
counselors, TRIO and GEAR UP staff, and other mentors
advise students about financial aid for postsecondary
education. It is generally published annually. The current
and archived versions of the Counselors and Mentors
Handbook on Federal Student Aid are available for
download from the IFAP Website at www.ifap.ed.gov.

Audit Guide (School)

This publication is provided to assist schools in preparing
for required audits of their student loan programs. The
latest version of the publication is available for download
from the IFAP Website at www.ifap.ed.gov/iposguidance/
attachments/PRGall.pdf.

Audit Guide (Lender)

This publication is updated periodically by the Department
to assist lendersin preparing for required audits of their
student loan programs. The latest version of the publication
is available for download from the Department’s Financia
Partners Website at www.fp.ed.gov/fp/attachments/
publications/L SRGuide326041.doc.

LaRS External User Guide

This publication is provided to assist lendersin reporting
loan information and collecting interest benefitsand special
allowance payments on FFEL P loans using the Lender’s
Interest and Specia Allowance Request and Report (LaRS
report). This document is available for download from the
Department’s Financial Partners Website at
www.fp.ed.gov/PORTA L SWebA pp/fp/proj1.jsp.

The Blue Book

This publication provides guidance to those offices and
individual s responsible for managing, keeping records of,
accounting for, and reporting on the use of federal funds at
ingtitutions that participate in the Title IV programs. The
Blue Book isavailablefor download from the IFAP Website
at www.ifap.ed.gov.
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2.3.C Common Forms

2.3.C
Common Forms

The 1992 Reauthorization of Title IV of the HEA required
the Department, in cooperation with industry participants,
to develop common loan applications and promissory
notes, deferment forms, and reporting formats.

Common forms for the FFEL P generally are devel oped
through a collaborative effort led by the Program
Operations Committee of the National Council of Higher
Education Loan Programs (NCHELP) and, ultimately, the
Department and the Office of Management and Budget
(OMB).

NCHELP's Program Operations Forms subcommittee
coordinates forms development, and various NCHEL P
Program Operations subcommittee workgroups to develop
the forms and circul ate them to the NCHEL P membership
and other industry entities that represent schools, lenders,
and other financia aid constituencies for initial comment.
After the forms are reviewed and approved, the forms are
submitted to the Department for its consideration and
approval.

The Department reviews the forms, looking especially at
regulatory and legal compliance, risk, and overall
consistency with the goals of the Title IV programs, and
revises the forms, if needed.

The Department submits forms designed to collect
information to the OMB for review and approval. This
process includes publication of notices in the Federal
Register (typically two) that make the forms available for
public comment. The first comment period is for 60 days
and the second isfor 30 days. After the Department and the
OMB receive and review the comments and make any
adjustments, the OMB assigns a control number and an
expiration date to theforms, and the Department announces
approval to the community.

Approved common forms are reviewed at least every
3 yearsfor updates and revisions. The revision process
follows the same general flow as that used for new forms.

Default aversion and claim forms listed later in this
subsection are developed and updated by NCHELP. The
Department does not participate in the development or
update of these forms, and thus the forms are not subject to
OMB review or approval.

Thefollowingisalist of the common formsthat areused in
the FFELP. The most current forms may be found on the
NCHELP Website (www.nchel p.org) as well as on many
guarantor Websites.

Loan Origination Forms

«  Federa Stafford Loan Master Promissory Note

+  Addendum to the Federal Stafford Loan Master
Promissory Note

+  Federal Stafford Loan Plain Language Disclosure

+  Federal Stafford Loan School Certification

«  Federal PLUS Loan Application and Master
Promissory Note

+  Addendum to the Federal PLUS L oan Application and
Master Promissory Note

«  Federal PLUS Loan Plain Language Disclosure

+  Federal PLUS Loan Information and School
Certification

+  Endorser Addendum to Federal PLUS Loan
Application and Master Promissory Note

«  Federal Consolidation Loan Application and
Promissory Note

+  Addendum to the Federal Consolidation Loan
Application and Promissory Note

+  Federal Consolidation Loan Verification Certificate

+  Requestto Add Loansto aFederal Consolidation Loan
(180-Day Add-On Provision)

« Additional Loan Listing Sheet for Federal
Consolidation Loan Application and Promissory Note

Return of Title IV Funds Worksheets

+  Treatment of Title IV Funds When a Student
Withdraws from a Credit-Hour Program

«  Treatment of Title IV Funds When a Student
Withdraws from a Clock-Hour Program

+  Information Required When Referring Student
Overpayments due to Withdrawal to Borrower
Services—Collections
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2.3.C Common Forms

Deferment Forms

« SCH In-School Deferment Reguest

-  EDU Education Related Deferment Request

- PUB Public Service Deferment Request

- TDIS Temporary Total Disability Deferment
Request

«  UNEM Unemployment Deferment Request

«  PLWM Parenta Leave/Working Mother Deferment
Request

« HRD  Economic Hardship Deferment Request and
Worksheets

« PLUS PLUSBorrower with Dependent Student
Deferment Request

« MIL Military Deferment Request

Default Aversion Forms

- Default Aversion Assistance Request Form

Claim Forms

« ClamForm

«  Supplemental Claim Form

+  Reguest for Reimbursement Due to Partial Discharge
of aFederal Consolidation Loan

«  FFELP Teacher Loan Forgiveness Request Form

. FFELP Indligible Borrower and Identity Theft

Supplemental Form*

FFEL P Assignment Support Supplemental Form

(TPD-Specific worksheet)?

Loan Discharge/Forgiveness Forms

«  Loan Discharge Application: School Closure

«  Loan Discharge Application: False Certification of
Ability to Benefit

«  Loan Discharge Application: False Certification
(Disgualifying Status)

«  Loan Discharge Application: False Certification
(Unauthorized Signature/Unauthorized Payment)

- Discharge Application: Total and Permanent Disability

«  Loan Discharge Application: Unpaid Refund

«  Loan Discharge Application: Spouses and Parents of
September 11, 2001 Victims

«  Teacher Loan Forgiveness Application

«  Teacher Loan Forgiveness Forbearance Form

L Policy 1136 (Batch 160), approved September 17, 2009
2 Policy 1142 (Batch 161), approved October 15, 2009
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3.1 Eligible Lenders

Chapter 3 explainstheeligibility requirements, restrictions,
and responsihilities of lenders participating in the Federal

(3) Thelender isabank [as defined in section
3(a)(1) of the Federal Deposit Insurance Act]

Family Education Loan Program (FFELP). Additional
information on lender participation in the Federal

Consolidation Loan Program is contained in Chapter 15.

3.1
Eligible Lenders

Eligible lenders participate in the FFELP on a voluntary
basis. An eligible lender can be any of the following:

A national or state chartered bank, mutual savings

bank, savingsand loan association, stock savingsbank,
or credit union. To be considered eligibleto participate

in the FFELP, the lender must meet both of the
following criteria
[HEA 8435(d)(1)(A); §8682.200(b)]

—  Thelender is subject to examination and

supervisioninitscapacity asalender by an agency

of the United States or the state in which its
principal place of operation is established.
[HEA 8435(d)(1)(A)(i); 8682.200(b)]

—  Thelender does not have as its primary consumer
credit function the making or holding of FFELP
loans to students and parents. FFELP loans may

not represent more than 50% of the lender’s

consumer credit loan portfolio (including home
mortgages). Loansheld in trust by atrustee lender

are not considered part of the trustee lender’s

consumer credit function. A lender isexempt from
this requirement in any one of the four following

scenarios:

(1) Thelender isabank wholly owned by astate,
or abank that is subject to examination and
supervision by an agency of the United States;
makes student loans as a trustee pursuant to

an express trust; has operated as a lender
under the loan programs before

January 1, 1975; and has met these
requirements before the enactment of the
Higher Education Amendments of 1992.

(2) Thelender isasingle, wholly owned
subsidiary of abank holding company that

does not have asits primary consumer credit

function the making or holding of student
loans.

that isawholly owned subsidiary of atax-
exempt, nonprofit foundation [asdescribed in
section 501(c)(3) of Internal Revenue Code of
1986, and exempt from taxation under section
501(c)(1) of the Code], for purposes of
making FFELP loans only to undergraduate
students age 22 or younger, provided the
bank’s FFEL P portfolio does not exceed

$5 million.

(4) Thelender isanational or state chartered
bank, or credit union, with assets of lessthan
$1 billion.

[HEA 8435(d)(1)(A)(ii); 8682.200(b)]

A pension fund, asdefined inthe Employee Retirement
Income Security Act.
[HEA 8435(d)(1)(B); §682.101(a); §682.200(b)]

An insurance company that is subject to examination
and supervision by an agency of the United States or a
State.

[HEA 8435(d)(1)(C); §682.101(a); §682.200(b)]

A single state agency or a single nonprofit private
agency designated by the state.
[HEA 8435(d)(1)(D); §8682.101(a); 8§682.200(b)]

The Student L oan Marketing Association (SallieMae),
for purposes of making refinanced PLUS and SLS
loans, Federal Consolidation loans, and loans made
under Lender of Last Resort provisions—and for the
purpose of purchasing and holding loansmade by other
eligible lenders.

[HEA 8435(d)(1)(F) and (G); 8682.200(b)]

A Rura Rehabilitation Corporation that has received
federal funds under P.L. 499-81.
[HEA 8435(d)(1)(1); §682.200(b)]

A state agency functioning as a secondary market, for
purposes of purchasing and holding loans made by
other eligible lenders.

[HEA 8435(d)(1)(F); §682.101(a)]

A nonprofit private agency functioning in any state as
a secondary market, for purposes of making Federal
Consolidation loans.

[HEA 8§435(d)(1)(J); §682.101(a)]
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3.2 Schools Acting as Lenders and Eligible Lender Trustee Relationships

« A consumer finance company subsidiary of a national
bank that, on October 7, 1998, acted asasmall business
lending company (as defined in regulations prescribed
by the Small Business Administration) through one or
more subsidiaries. The bank’s direct and indirect
subsidiaries together must not have as their primary
consumer function the making or holding of education
loans.

[HEA 8435(d)(1)(K); §8682.200(h)]

A guarantor, for purposes of making loans permitted
by the Higher Education Act, Sections 428(h) and
428()).

[HEA 8435(d)(1)(H)]

An eligible school (see Section 3.2).
[HEA 8435(d)(1)(E); §682.101(a)]

Any of the preceding entities may be further regulated or
defined by statelaw, as applicable. For example, Texas state
law and practice impose certain additional eigibility
requirements on some lenders.

3.2
Schools Acting as Lenders and Eligible
Lender Trustee Relationships

Special rules apply for aschool that acts as alender or for
any party in an Eligible Lender Trustee (ELT) relationship.

Schools Acting as Lenders

An eligible school may act as alender under the Federal
Stafford Loan Program if it meets all digibility
requirements applicable as of February 7, 2006, and made
itsfirst loan under the FFEL P on or before April 1, 2006. In
addition, in order to continue to participate, the eligible
school must meet al of the following criteria:

The school makesloansonly to studentsenrolled at the
school.
[HEA 8435(d)(2)(A)(iii)(111); 8682.601(a)(3)(iii)]

«  The school makes only subsidized and unsubsidized
Stafford loans.
[HEA 8435(d)(2)(A)(iii)(I1); 8682.601(a)(3)(ii)]

The school makes loans to only graduate and
professional students.

[HEA 8435(d)(2)(A)(iii)(1) and (I11);
§8682.601(a)(3)(i)]

The school employs at least one person whose full-
time responsibilities are limited to the administration
of the school’s financial aid programs for students
attending that school.

[HEA 8435(d)(2)(A)(i); 8682.601(a)(1)]

The school offersan origination fee and/or interest rate
that islower than the statutory maximum for that fee or
rate.

[HEA 8435(d)(2)(A)(v); 8682.601(a)(5)]

The school usesthe proceeds from itsinterest benefits
and special allowance payments from the Department
and from interest paymentsfrom its borrowers, aswell
asthe proceeds from the sale or other disposition of its
loans (exclusive of return of principal, any financing
costs incurred by the school to acquire funds to make
theloans, and the cost of charging origination feesand/
or interest rates that are lower than the statutory
maximum for those fees or rates), for need-based grant
programs, except for reimbursement of reasonable and
direct administrative expenses. Administrative
expenses do not include costs associated with securing
financing or offering reduced origination fees, interest
rates, or federal default feesto the school’s borrowers.
The school must demonstratethat fundsfor need-based
grants are used to supplement, rather than replace, the
non-federa funds the school would otherwise use for
need-based grant programs.

[HEA 8435(d)(2)(A)(viii); HEA 8435(d)(2)(B) and
(C); 8682.601(a)(8), (b), and (c)]

The school is not a home-study school.
[HEA 8435(d)(2)(A)(ii); 8682.601(a)(2)]

The school does not have a cohort default rate that
exceeds 10%.
[HEA 8435(d)(2)(A)(vi); 8682.601(a)(6)]

The school awards any contract for financing,
servicing, or administration of its FFELP loans on a
competitive basis.

[HEA 8435(d)(2)(A)(iv); 8682.601(a)(4)]

The school submitsto the Department an annual lender
compliance audit for each fiscal year in which the
school engagesin activities as an eligible lender. This
reguirement applies regardless of the size of the
school’s loan portfolio or annual 1oan volume. (See
Subsection 3.8.A for more information regarding the
annual compliance audit.)

[HEA 8435(d)(2)(A)(vii); 8682.601(a)(7)]
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3.2 Schools Acting as Lenders and Eligible Lender Trustee Relationships

«  The school submitsto the Department an annual audit
of itslending function to document that the school’s
revenue from lending (special allowance payments,
interest payments received from students and the
Department, proceeds from any loan sale, etc.) is used
to provide need-based grants and that the school
applies only areasonable portion of this revenue
toward direct administrative expenses. The purpose of
the program audit isto ensurethat the revenue fromthe
loan portfalio is used to supplement and not supplant
federal and nonfederal funds that would otherwise be
directed to need-based grant programs.

[HEA 8435(d)(8)]

Eligible Lender Trustee (ELT) Relationships

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

[8682.602(a)]

The partiesinvolved in the ELT relationship must meet the
following eligibility requirements:

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

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

- Must not be ahome study school.

- Must have a cohort default rate of 10% or less.

— May lend only to its own students.

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

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

—  Must use the proceeds from interest payments
from borrowers, interest subsidy and special
allowance paymentson theloansmadeand heldin
trust, and proceeds from the sale or other
disposition of the loans, (exclusive of return of
principal, any financing costs incurred by the
school to acquire funds to make the loan, and the
cost of charging an origination fee and/or interest
rate that is lower than the statutory maximum for
that feeor rate), for need-based grantsif the school
receives these proceeds directly or indirectly.
[8682.602(b)(1)]

+ A “school-affiliated organization” is defined as any
organization that isdirectly or indirectly related to the
school, and includes, but is not limited to, an alumni
organization, foundation, athletics organization, and
social, academic, and professional organizations. An
organization affiliated with the school and involved in
an ELT relationship:

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

- Must use the proceeds from interest payments
from borrowers, interest subsidy and special
allowance paymentsontheloansmadeand heldin
trust, and proceeds from the sale or other
disposition of the loans, (exclusive of return of
principal, any financing costs incurred by the
school to acquire funds to make the loan, and the
cost of charging an origination fee and/or interest
rate that is lower than the statutory maximum for
that feeor rate), for need-based grantsif the school
receives these proceeds directly or indirectly.
[8682.602(b)(2)]

« Ancé€ligiblelender acting as atrustee:

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

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

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

— Must ensure that ELT loans are included in the
annual lender compliance audit.
[8682.602; DCL GEN-06-21]
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3.3 Participation and Guarantees

- Must submit to the Department an annual program
audit of its lending function that focuses on
ensuring that the revenuefrom itslending function
(special allowance payments, interest payments
received from students and the Department,
proceeds of any loan sale, etc.) is used to provide
need-based grants and that the school appliesonly
areasonable portion of this revenue to direct
administrative expenses. The purpose of the
program audit is to ensure that the revenue from
the loan portfolio is used to supplement and not
supplant federal and nonfederal funds that would
otherwise be directed to need-based grant
programs.

[HEA 8435(d)(8)]

3.3
Participation and Guarantees

Before making FFEL P loans to borrowers, lenders must
enter into agreements with guarantors and receive U.S.
Department of Education approval to participate (see
Subsections 3.3.A and 3.3.B).

During the course of program participation, |oans made by
alender may undergo changes in ownership, servicing, or
even guarantee. Such changes are subject to therestrictions
outlined in Subsection 3.3.C.

3.3.A
Approval for Participation

A lender must meet the following requirements to
participate in the FFEL P under a guarantor’s loan
programs:

«  Thelender must meet the federal and state definitions
of an ligible lender.

«  Thelender must execute an agreement to guarantee
loans with the guarantor and meet any other guarantor
requirements (see Subsection 3.3.B).

-  Thelender must obtain alender identification number
(LID) from the Department.

A lender that is obtaining an L1D for the first time requests
its number through the guarantor. The lender must provide
the guarantor with its name, address, and employer
identification number (the 9-digit identification number
assigned to the lender by the Internal Revenue Service for
reporting federal income taxes withheld). The Department

will issue an LID after receiving thisinformation from the
guarantor. The lender must useitsLID on al forms and
reports submitted to the Department or the guarantor.

Upon receiving a confirmation letter of the assigned LID,
the Department will forward a Lender Participation
Questionnaire (LPQ) to the lender. The lender must
complete and return the LPQ to the Department. Once the
lender receives confirmation from the Department that its
LPQ has been approved, the lender is eligible to begin
making Stafford and PLUS loans.

An insurance company that participates asalender in a
guarantor’sprogram must agree not to require aborrower to
purchase an insurance policy asaprerequisitefor receiving
aFFELP loan.

A school that participates as alender must agree to comply
with all requirements associated with participation in the
FFELP as alender.

[8682.601(a)(1) through (9)]

Some guarantors have One-Lender and One-Holder Rules.
These requirements are noted in Appendix C.

3.3.B
Agreement to Guarantee Loans

A lender must meet the guarantor’s eligibility requirements
and execute an agreement to guarantee loans with that
guarantor. The agreement defines the terms and conditions
of the lender’s participation in the FFEL P under the
guarantor’s loan programs. A separate agreement may be
required for each program in which alender participates.

A lender al'so may execute other agreements or addenda to
take advantage of various products and services offered by
the guarantor to simplify loan origination.

Blanket Certificate of Loan Guarantee Program

The Higher Education Amendments of 1998 authorized the
creation of a Blanket Certificate Guarantee Program.

A blanket certificate of loan guarantee (blanket guarantee)
permits alender to make Stafford and PLUS loans to
eligible borrowers without receiving prior approva from
the guarantor.

[HEA 8428(n)]

A Lenders may contact individual guarantors for
information on the availability of, and participation in,
ablanket guarantee program.

4
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3.4 Lender Responsibilities and Standards

Some guarantors have specia requirements for blanket
guarantee programs. These requirements are noted in
Appendix C.

See Subsection 15.1.B for information on the use of blanket
guarantee for Federal Consolidation loans.

3.3.C
Transfer of Loan Guarantee

There are generally two types of guarantee transfers. In
some cases, aborrower requests that aloan’s guarantee be
transferred from one guarantor to another in order to have
all of hisor her loans administered under asingle guarantor.
In other cases, lenders may reguest the change of guarantee
based on changesin servicer or guarantor relationships.

Inthe case of aborrower-requested guarantee transfer, such
transfer may occur only if the borrower’s request is
obtained in writing, and the holder and both guarantors
agree to the transfer. In the case of aloan made to two
borrowers as comakers, both borrowers must request the
transfer in writing.

A guarantor will not accept a borrower-requested transfer
of guarantee on any loan for which any of the following
conditions exist:

«  Theloan reflects or should reflect a stay of collection
activities based on the borrower’s filing of a
bankruptcy action.

«  Theloan is 30 or more days delinquent.

«  Theloaniscurrently filed as aclaim with the
transferring guarantor.

- Thelender does not know the current address of the
borrower.

The lender must certify in writing to the guarantor
accepting the transfer that, according to its records at the
time of transfer, none of these conditions exist for the loan
being transferred.

A guarantee may be transferred without the borrower’s
request only with the prior approval of the Department, the
loan’s holder, and both guarantors.

Prior to any guarantee transfer, the lender of the loan must
have an active agreement with the guarantor accepting the
transfer. The lender also must obtain in writing the
borrower’s request or the Department’s approval, as
applicable, and supply the guarantor accepting the transfer

with copies of those documents, if required by that
guarantor. Guarantee fees paid on the loan will not be
transferred.

3.4
Lender Responsibilities and Standards

To maintain itseligibility to participatein the FFEL P under
aguarantor’s programs, alender must administer its loan
portfolio in compliance with the following:

«  TheHigher Education Act of 1965, as amended.
«  Federal regulations promulgated by the Department.

«  Federal directives, including Department guidance
such as Dear Colleague Letters/Dear Partner Letters.

«  Guarantor policies, as outlined in this Manual .

«  Other requirements and procedures provided by the
guarantors with which the lender participates.

If alender failsto comply with any of the preceding
requirements, a guarantor may limit, suspend, or terminate
the lender’s eligibility to participate in the guarantor’s
programs (see Chapter 18).

General Responsibilities

A lender isrequired to respond to any inquiry from a
borrower or endorser on aloan within 30 days of the date
on which the lender receives the inquiry. If a borrower
disputes the terms of aloan in writing, and the lender does
not resolve the dispute, the lender must provide the
borrower with information regarding an appropriate
guarantor contact for the resolution of the dispute.
[8682.208(c)(1) and (c)(3)(i)]

If alender delegates the making, servicing, collection, or
assignment of itsloansto any servicer or other party, the
lender must ensure that the other entity meets all
reguirements described in this section.

[8682.203(a)]

A lender that holdsloansas atrustee assumesresponsibility
for complying with all statutory, regulatory, and guarantor
reguirements imposed on any other holders of aloan.
[8682.203(b)]
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3.4.A Recordkeeping Requirements

Standards for Electronic Signatures

DPL GEN-01-06 provides voluntary standards associated
with the use of electronic signaturesin electronic student
loan transactions. These voluntary standards establish safe
harbor provisions that the lender may implement as
protection from the loss of guarantee, federal interest
benefits, and special alowance paymentsif aloanis
determined to be legally unenforceabl e based solely on the
processes used for the electronic signature or related
records. If alender’sprocessesfor el ectronic signaturesand
related records do not satisfy these standards and aloan is
held by a court to be unenforceable based solely on these
processes, the Department will determine on acase-by-case
basis whether federal benefits will be denied or paid.

Because students attending eligible foreign schools may
receive FFEL P loan proceeds directly, the safe harbor
provisionsdo not apply to loans made to students attending
foreign schools.

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

3.4.A
Recordkeeping Requirements

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

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

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

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

Required Records

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

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

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

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

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

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

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

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

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

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

« A record of each disbursement of loan proceeds.
[8682.414(a)(4)(ii)(D)]

6
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3.4.A Recordkeeping Requirements

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

«  Documentation supporting any Socia Security number
change.

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

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

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

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

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

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

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

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

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

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

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

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

« Audit trails sufficient to support the lender’s payment
of origination fees and billings of interest benefits and
special alowance to the Department.

[8682.305(c); §682.414(a)(4)(iv)]

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

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

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

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

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

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

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

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

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

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

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

- Documentation supporting the lender’s
authentication and electronic signature process.
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3.4.B Loan Assignment, Sale, or Transfer

—  All other documentary and technical evidence
requested by the Department to support the
validity or the authenticity of the electronically
signed promissory note.

«  Testimony by an authorized official or employee of the
lender, if necessary to ensure admission of the
electronic records of the loan or loans in the litigation
or legal proceeding to enforce the loan or loans.

The holder of the original electronically signed promissory
note is responsible for ensuring that all parties entitled to
accessto the electronic loan record, including the guarantor
and the Department, have full and complete access to that
record until al the loans made on the note have been
satisfied.

[8682.414(a)(6)(1)]

Record Retention Time Frames

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

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

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

A lender that sells aloan to another lender remains subject
to the 5-year minimum retention requirement for all
documentation generated through the date it sells the loan.
A lender that purchases aloan from another lender is
subject to the 5-year minimum retention requirement for al
documentation generated from the time of the loan’s
origination through the date the purchasing lender no
longer holdstheloan. The holder of theoriginal promissory
note must retain an el ectronically signed promissory noteor
MPN for at least 3 years after theloan or all theloans made
using the note have been satisfied.

[8682.414(a)(4)(iii); §682.414(a)(5)(iv)]

When aloanispaidin full by the borrower, the lender must
either return the original or atrue and exact copy of the
promissory noteto the borrower, or notify the borrower that
theloanispaidinfull. A copy of the promissory note must
beretained for aperiod of not lessthan 3 yearsafter the date
theloan ispaidin full by the borrower, or not less than

5 years after the date the lender receives payment in full
from any other source. In the case of an electronically
signed promissory note, the holder must retain the original
promissory note or MPN for at least 3 years after the loan

or al the loans made using the note have been satisfied.
Documentation of any paid-in-full notice sent to the
borrower also must be retained for a period of not lessthan
3yearsafter thedatetheloanispaidin full by the borrower.
[8682.414(a)(5)(iii) and (iv)]

3.4.B
Loan Assignment, Sale, or Transfer

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

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

Loan Assignment and Sale

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

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

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

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

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

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

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

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

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

- The€effective date of the loan’s assignment, sale, or
transfer.
[HEA 8428(b)(2)(F)(i)(V)]

«  Thedate on which the current holder or servicer will
stop accepting payments and the date on which the new
holder or servicer will begin accepting payments.
[HEA 8428(b)(2)(F)(i)(VI1) and (VI11)]

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

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

Loan Transfer

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

«  The name of the new servicer, if applicable.
«  Thetelephone humber and address of the servicer or

branch to which the borrower’s subsequent payments
or communications should be sent.

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

Documentation Requirements

Although guarantors do not require that acopy of the notice
of loan saleor transfer beincluded in aclaimfile, thelender
must be able to provide evidence that the notice was
provided to the borrower. For this reason, the lender must
retain arecord of the noticefor at least 3 years after the date
theloan ispaid in full by the borrower or 5 years after the
date the lender receives payment in full from any other
source. This record may be stored on microform, optical
disk, or other machine-readable format, and must be
available for program compliance reviews.
[8682.414(a)(4)(ii)(H) and (iii); 8682.414(a)(5)(i)]

3.4.C
Permitted and Prohibited Activities

Permitted Activities

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

«  Technical assistance to a school that is comparable to
the kinds of technical assistance provided to a school
by the Department under the Federal Direct Loan
Program, as identified by the Department in public
announcements, such as a noticein the Federal
Register.

[HEA 8435(d)(5); 8682.200(b) definition of lender
B (i) (A)]

- Entrance and Eexit counseling services, aslong asthe
school’sstaff isin control of the counseling, whether in
person or via electronic capabilities, and such
counseling does not promote the products and services
of any specific lender.

[HEA §435(d)(54G)(E) and (F)]*

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

L Policy 1137 (Batch 160), approved September 17, 2009
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3.4.C Permitted and Prohibited Activities

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

«  Toll-free numbersfor use by a school or othersto
obtain information about FFEL P loans.

«  Freedatatransmission service for aschool to usein
€l ectronically submitting applicant loan information or
student status information or confirmation data.

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

« A reduced interest rate.

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

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

«  Other benefits to a borrower under a repayment
incentive program that requires, at a minimum, one or
more scheduled paymentsin order to receive or retain
the benefit.

«  Benefits under aloan forgiveness program for public
service or other targeted purposes approved by the
Department, provided these benefits are not marketed
to secure loan applications or |oan guarantees.

+  Itemsof nominal value to schools, school-affiliated
organizations, and to borrowersthat are offered asa
form of generalized marketing or advertising, or to
create good will.

«  Other servicesidentified by the Department through a
public announcement, such as a notice in the Federal
Register.

[8682.200(b)]

The referencesto “applications’ above includes the Free
Application for Federal Student Aid (FAFSA), and FFELP
Master Promissory Notes and application and promissory
notes.

[8682.200(b) definition of lender (5)(iii)(B)]

Prohibited Activities

The following activities are prohibited by federal
regulations and may result in aloss of the lender’s FFEL P
eligibility:

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

[8682.212(a)]

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

—  The maintenance of a compensating balance with
alender by or on behalf of a school.
[8682.212(b)(2)]

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

[8682.212(b)(3)]

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

[8682.212(b)(4)]

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

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

»  Refusing to make, purchase, consolidate, or refinance
aloan because of the borrower’s race, national origin,
religion, sex, marital status, age, or disability.

«  Offering—directly or indirectly—points, premiums,
payments (including payments for referrals and for
processing or finder fees), prizes, stock or other
securities, travel, entertainment expenses, tuition
payment or reimbursement, the provision of
information technology equipment at bel ow-market
value, additional financial aid funds, or other
inducements to any school or any employee of the

10
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3.4.C Permitted and Prohibited Activities

school to secure applications for FFELP loans or to
secure FFELP loan volume. Thisincludes but is not
limited to:

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

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

- Paymentsor other benefits provided to astudent at
apostsecondary school who acts as the lender’s
representative to secure FFEL P loan applications
fromindividual prospective borrowers, unlessthe
student is also employed by the lender for other
purposes and the student has made all appropriate
disclosures regarding employment with the lender.
[HEA 8435(d)(5)(G); §8682.200(b) definition of
lender (5)(1)(A)(3)]

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

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

- Compensating a school financial aid office
employee or a school employee who has
responsibilities with respect to the school’s
student loans or other financial aid for service on
an advisory board, commission, or group
established by alender or group of lenders, except
that alender may reimburse such an employeefor
reasonable expenses incurred in that service.
[HEA 8435(d)(5)(D)]

- Payment of conference or training registration,
transportation, and lodging costs for an employee
of aschool or school-affiliated organization.

Chapter 3: Lender Participation—November 2009

- Payment of entertainment expenses, including

expenses for private hospitality suites, tickets to

shows or sporting events, meals, acoholic

beverages, and any lodging, rental, transportation,

and other gratuities related to lender-sponsored

activities for employees of a school or a school-

affiliated organization.

- Philanthropic activities, including providing

scholarships, grants, restricted gifts, or financial

contributions in exchange for FFELP loan
applications or application referrals, or for a

specified volume or dollar amount of FFEL Ploans

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

- Staffing services to a school, except for services

provided to participating foreign schools at the
direction of the Department, as a third-party

servicer or otherwise on more than a short-term,
emergency, non-recurring basis to assist a school

with financial aid-related functions. The term

“emergency basis’ for the purpose of providing
staffing support means only in the instance of a

state- or federally-declared natural disaster, a
federally-declared national disaster, and other

localized disasters and emergencies identified by

the Department.
[HEA 8435(d)(5)(A); §682.200(b)]

Performing for a school or paying, on behalf of a

school, another person to perform any function that the

school isrequired to perform under any Title IV
program. A lender may participatein personin a

school’s required entrance and exit counseling aslong

asthe school’s staff isin control of the counseling,

whether in person or via electronic capabilities, and

such counseling does not promote the products or
services of any specific lender.

[HEA 8435(d)(5)(E) and (F); HEA
§487(e)(2)(B)(ii)(1V); §682.200(b) definition of
lender (5)(ii)(B)]*

Conducting unsolicited mailings, by mail or
electronically, of student loan application formsto
potential borrowers (i.e., students enrolled in

secondary or postsecondary schools and their family

members), unless the lender has previously made a
FFELP loan to the student or the student’s parent.

[HEA §435(d)(5)(B); §682.200(b) definition of lender

©)()(B)]

! Policy 1137 (Batch 160), approved September 17, 2009
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3.4.D Borrower Defenses

- Entering into any type of consulting arrangement or
other contract, with an employee in the financia aid
office of aschool or an employee who has
responsibilities with respect to student loans or other
financia aid at the school, to provide servicesto the
lender.

[HEA 8435(d)(5)(C)]

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

[HEA 8435(d)(5)(H); 8682.200(b) definition of lender

G)(H(C]

«  Engaging in fraudulent or misleading advertising with
respect to its FFELP activities.
[HEA 8435(d)(5)(1); 8682.200(b) definition of lender

®)(H(D)]

- Discounting the saleor transfer of notes, or any interest
in notes, if the underlying FFEL P loans were made by
aschool or lender having common ownership with a
school—except when purchased by a state agency
functioning as a secondary market, or in other
circumstances approved by the Department.
[8682.212(c)]

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

The referencesto “applications’ above includes the Free
Application for Federal Student Aid (FAFSA) and FFELP
Master Promissory Notes, and application and promissory
notes.

[8682.200(b) definition of lender (5)(iii)(B)]

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

[8682.200(b) definition of lender (5)(iii)(C)]

These prohibitions do not preclude alender—when buying
loans that were originally made by a school—from
obtaining awarranty from the seller to cover future
reductions by the Department or a guarantor in computing
the amount of loss payable on default claims caused by a
seller’s or previous holder’s act or failure to act.

If warranted, the Department or a guarantor will notify a
lender that an action is pending to limit, suspend, or
terminate its eligibility to participate in the FFELP. In any
such action, if the Department, its designee, or Hearing
Officer finds that the lender offered or provided payments
or activitiesthat violate the inducement provisionslistedin
this subsection under Prohibited Activities, the Department
or the Hearing Officer will apply arebuttable presumption
that the payments or activities were offered or provided to
secure FFEL P loan applications or FFEL P loan volume. To
reverse this presumption, the lender must present evidence
that the activities or paymentsin which the lender engaged
were provided for areason unrelated to securing FFELP
loan applications or FFEL P loan volume. For more
information on limitation, suspension, and termination
actions, see Chapter 18.

[8682.705(b) and (c); §682.706(a) and (d)]

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

3.4.D
Borrower Defenses

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

Theloan was made by the school or a school-affiliated
organi zation.

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

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

«  Theloan was made for attendance at a school that was
affiliated by common control, contract, or other
business with the originating lender.
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3.5.A Federal Origination Fee and Lender Fee

3.4.E
Charges to Borrowers

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

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

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

«  Capitalized interest.
[8682.202(b)]

« Latecharges.
[8682.202(f)]

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

[8682.202(g)(1)]

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

[8682.202(h)]

If aborrower refinances afixed interest rate PLUS or SLS
loan to obtain avariableinterest rate, the lender may charge
the borrower afee of up to $100 to cover the costs of
conversion. For moreinformation on refinancing PLUSand
SLSloans, see Appendix B.

[8682.202(e)]

Nonpermissible Charges

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

- Additiona feesfor making aloan, such as lender
application fees or the cost of credit checks performed
on a borrower (federally authorized guarantee and
origination fees are permissible).

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

[8682.202(9)(2)]

35
Lender Reporting

A lender must comply with all the reporting requirements
outlinedinthissection. A lender al so must comply with any
applicable consumer |oan reporting requirements, as
outlined in various federal and state laws.

3.5.A
Federal Origination Fee and Lender Fee

This subsection contains information on two fees that a
lender isrequired to pay to the Department. Oneisafederal
origination fee that alender must pay for each Stafford and
PLUS loan it originates; the other isalender fee that a
lender must pay for each FFELP loan it originates.

Assessing the Origination Fee
Safford Loans

A Stafford loan first disbursed on or after July 1, 1994, but
before July 1, 2006, is subject to a maximum 3% federal
origination fee. Beginning July 1, 2006, the maximum
origination fee that alender may charge to a Stafford loan
borrower will change annually through July 1, 2010, as
follows:

- A Staffordloan first disbursed on or after July 1, 2006,
will have a maximum fee of 2%.

« A Stafford loan first disbursed on or after July 1, 2007,
will have a maximum fee of 1.5%.

- A Stafford loan first disbursed on or after July 1, 2008,
will have amaximum fee of 1%.

« A Stafford loan first disbursed on or after July 1, 2009,
will have a maximum fee of 0.5%.

- A Staffordloan first disbursed on or after July 1, 2010,
will have no origination fee (the fee will be
eliminated).

The lender must pay to the Department the maximum
applicable origination fee for each Stafford loan that it
makes, regardless of whether the lender requires the
borrower to pay al or a portion of the fee. Remitting the
origination fee payment is generally the responsibility of
the originating lender. Before purchasing aloan, alender
should obtain confirmation that the origination fee hasbeen
paid.

Chapter 3: Lender Participation—November 2009
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3.5.A Federal Origination Fee and Lender Fee

PLUSLoans

A PLUS loan first disbursed on or after July 1, 1994, is
subject to a 3% federal origination fee. The lender must
charge the full 3% origination fee to any PLUS loan
borrower. The reductions in the Stafford |oan origination
fee are not applicable to PLUS|oans made either to parents
or to graduate and professional students.

The lender must pay to the Department the full origination
fee that it charges to the borrower for each PLUS loan that
it makes. Remitting the origination fee payment isgenerally
the responsibility of the originating lender. Before
purchasing aloan, alender should obtain confirmation that
the origination fee has been paid.

[8682.202(c)(1) and (5)]

Charging a Lesser Origination Fee

The lender may reduce or waive the origination fee it
charges its Stafford borrowers, but must ensure that
origination fees are assessed equally to all Stafford
borrowers who reside in a particular state or attend school
inthat state. The exception to thisruleisthat thelender may
chargealesser feeto a Stafford borrower who demonstrates
“greater financial need” based on any one of the following
qualifications:

[8682.202(c)(2)]

«  Theborrower’s expected family contribution (EFC),
used to determine loan eligibility, is equal to or less
than the maximum qualifying EFC for a Federal Pell
grant at the time the loan is certified.
[8682.202(c)(2)(i)]

«  Theborrower qualifies for a subsidized Stafford loan.
[8682.202(c)(2)(i)]

«  Theborrower meets a comparable standard approved
by the Department.
[8682.202(c)(2)(ii)]

If alender charges alesser origination fee to a Stafford
borrower who has been determined by the lender to have
“greater financial need,” the lender must charge all such
borrowers who reside in that state or attend school in that
state an origination fee that is calculated at the same
percentage rate. In addition, if the lender charges the
borrower alesser origination fee on an unsubsidized
Stafford loan, the lender must charge that borrower an
origination feethat iscalculated at the same percentagerate
on a subsidized Stafford loan.

[8682.202(c)(3) and (4)(ii)]

Lenders should note that the regulations consider either of
the following to be asingle lender for purposes of charging
alesser origination fee to qualifying borrowers:

«  All lenders under common ownership, including
ownership by a common holding company, that make
loans to borrowersin aparticular state.
[8682.202(c)(4)(i)(A)]

+  Any beneficial owner of loansthat providesfundsto an
eligible lender trustee to make loans on the beneficia
owner's behalf in aparticular state.
[8682.202(c)(4)(i)(B)]

Lender Fee

In addition to the origination fee, lenders are charged a
lender fee based on the principal amount of each FFELP
loan made. Thisfeeispaid to the Department and cannot be
charged to the borrower. For loansfirst disbursed on or after
October 1, 1993, and prior to October 1, 2007, the lender
feeis 0.5% of the principal loan amount. For loans first
disbursed on or after October 1, 2007, thelender feeis 1.0%
of the principal loan amount.

[HEA 8438(d); 8682.305(a)(3)(ii)]

Fee Reporting and Payment

Thelender reportsthe amount of origination and lender fees
due each quarter on the Lender’s Interest and Special
Allowance Request and Report (LaRS report).

The reporting of both fee categories results in an offset to
the amount of quarterly interest benefits and special
allowance payments to which the lender would otherwise
be eligible. If fees are owed, the lender must submit the
LaRS report to the Department even if the lender is not
owed or does not wish to receive interest benefits or special
alowance payments. For more information on processing
federal origination fees, see Subsection 7.9.A. For more
information on the LaRS report, see Appendix A.
[8682.305(a)(1); DCL 93-L-161/93-G-246/93-S-71; DCL
FP-06-01; DCL FP-07-11]

Deactivation for Failure to Pay Origination Fees

A lender that failsto report and pay origination feesmay be
deactivated from participation in the FFELP. If the lender
failsto submit aLaRS report for two consecutive quarters,
the Department will notify the lender that it is a candidate
for deactivation. The lender will be provided 60 daysto
respond to the pending action. A lender that does not
successfully resolve reporting and payment issues with the
Department within 60 days will have its six-digit lender
identification number (L1D) deactivated in the
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3.5.C Reporting to Consumer Reporting Agencies

Department’s Interest Payment Subsystem. The
Department also will instruct guarantors to stop
guaranteeing new FFEL P loans for the deactivated LID.

Loans on which origination fees have not been paid are
ineligible for claim payment. In addition, the Department
will not pay interest benefits or special allowance on any
part of alender’s portfolio from the date on which the
lender is deactivated until the date on which the lender is
reactivated.

To haveits LID reactivated, a deactivated lender must
submit payment for all outstanding federal origination fees
to the Department, along with aletter certifying that all
origination fees have been paid. After reactivation, the
lender may not retroactively bill for interest benefits and
specia allowance payments for the period of deactivation.
[DCL 94-L-170/94-G-262]

For more information on deactivation and additional
requirements for reactivation, see Subsection A.3.D.

3.5.B
Interest Benefits and Special Allowance
Reporting

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

35.C
Reporting to Consumer Reporting Agencies

A lender must report information on each FFELP loan it
makes or holdsto all national consumer reporting agencies.
The lender must report al of the following information
within the specified time frames, as applicable:

[HEA 8430A(a); §682.208(b)(1)]

« Theloanis an education |oan.
[HEA 8430A(a)]

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

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

«  Therepayment status of loans, including delinquent
loans, not to affect any otherwise applicable provisions
of the Fair Credit Reporting Act. The minimum
frequency with which alender must report status
changesto al national consumer reporting agenciesis
quarterly. To avoid unnecessarily confusing the
borrower and damaging the borrower’s credit history, a
lender is strongly encouraged to wait until a borrower
isat least 60 days delinquent before reporting the
delinquency to the consumer reporting agencies.
[8682.208(b)(1)(iii); DCL 96-L-186/96-G-287,

Q&A #16]

The date the loan is paid in full by or on behalf of the
borrower (to be reported within 90 days of the date the
loanispaidin full).
[8682.208(b)(1)(iv)]

«  Thedate theloan is discharged due to the borrower’s
death, disability, bankruptcy, or discharged under the
spouses and parents of victims of September 11, 2001,
provisions (to be reported within 90 days of the date
the loan is discharged).

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

The date the 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
consumer reporting agency remove any negative or
inaccurateinformation regarding aloan discharged due
to aclosed 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 all national
consumer reporting agencies 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 loanto a
consumer reporting agency, the lender must do so within
30 days of therequest. If aconsumer dispute has been filed
with aconsumer reporting agency, the lender must respond

Chapter 3: Lender Participation—November 2009
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3.5.D Reporting Loan Information

to aborrower’sor endorser’srequest for information within
30 days.
[8682.208(c)(1)]

A guarantor will report each loan it purchases as a default
claim to al national consumer reporting agencies.
[8682.410(b)(5)]

If alender receives avalid identity theft report or
notification of an alleged identity theft from a consumer
reporting agency, the lender must suspend reporting on the
loan to the consumer reporting agency for a period not to
exceed 120 days while the lender determines the legal
enforceability of theloan. If alender determinesthat aloan
does not qualify for afase certification loan discharge asa
result of the crime of identity theft, but the lender till
determines the loan to be legally unenforceable, the lender
must notify the consumer reporting agency of the
determination. FFEL P consumer reporting requirementsdo
not preempt the provisions of the Fair Credit Reporting Act
(FCRA) that provide relief to a borrower while alender
determinesthe legal enforceability of aloan after receiving
avalid identity theft report or notification from aconsumer
reporting agency 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)]

35D
Reporting Loan Information

A lender must report enrollment and loan status
information, or any FFEL P loan-related datato 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, |oan account
number or ID number, and any other pertinent information.

A Lendersmay 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 alternate 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 changewithin 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 LIDsto 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 elements required
by the guarantor. If one holder acquires the 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.

A consolidating lender must report the assignment, sale, or
transfer transaction simultaneously for the entire
Consolidation loan, evenif the lender 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 paidin full.

16

Chapter 3: Lender Participation—November 2009


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

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 previoudly 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.

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 Socia Security
Administration document.

«  W-2form.
«  Unexpired U.S. military ID.
«  If thediscrepancy resulted from a datainput error, the

loan application, the Master Promissory Note (MPN),
or the loan certification.
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. Statedriver'slicense or state-issued identification card

on which the SSN islisted.
Some guarantors have alternative requirements regarding
acceptabl e source documents. These requirements are

noted in Appendix C.

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 a date of birth:

«  Birth certificate.
«  Current driver’slicense (if it contains a birth date).
«  StateID (if it contains a birth date).

«  U.S. Passport or passport card (current or expi red).

«  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 a first name change:

«  Court order.
«  Marriage certificate.
«  Certificate of Naturalization.

Acceptable Source Documents for Reporting the Correction
of a First Name

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

«  Socia Security card.

+  Current driver'slicense.
«  Birth certificate.

« StatelD.

+ U.S. Certificate of Naturalization (Form N-550 or N-
570).

L Policy 1148 (Batch 162), approved November 19, 2009



3.5.G NSLDS Reporting

«  Court order.
«  Marriage certificate.
«  W-2Form.

«  U.S. Passport or passport card (current or expi red).t

«  Unexpired U.S. military ID.

« U.S. military discharge papers (Form DD214).

«  U.S. Certificate of Citizenship (Form N-560 or N-561).

«  Alien Registration Card (Form I-551 or 1-151).

356
NSLDS Reporting

The National Student Loan Data System (NSLDS) isa
national database of information on Title 1V aid, including
FFELP loans. The NSLDS was devel oped to provide loan-
level information on Title IV loans and to provide an
integrated view of other Title IV programs. The overall
goals of the NSLDS are to improve the quality and
accessibility of student aid data, reduce the burden of
administering Title IV aid, and minimize abuse within the
aid programsthrough accurate tracking of funds awarded to
assist the postsecondary students for whom the programs
were designed.

A lender must report NSLDS data on each FFELP loan it
holds to the appropriate guarantor. A lender is strongly
encouraged to report this data on amonthly basis, but must
report it at least quarterly. A lender may arrange for a
designated servicer to report on its behalf.

A lender may report NSLDS datato the guarantor using the
NSLDS Lender Manifest, acommon report format
developed by the National Council of Higher Education
Loan Programs (NCHEL P). The lender reporting
requirement may also be met through the Common
Account Maintenance (CAM) process if the guarantor
agrees and the lender provides all the required data,
including any resubmission that may be necessary as the
result of an error. The lender and guarantor may agree to
another format, in which case the guarantor may opt to
discontinue the NSLDS Lender Manifest reporting
requirement. Although the NSLDS Lender Manifest record
layout will be used throughout the program, specific data
requirements may vary slightly among guarantors.

L Policy 1148 (Batch 162), approved November 19, 2009

Instructions for the NSLDS Lender Manifest provide
completedetailson lender reporting requirements. A lender
will receive reporting instructions from each guarantor
represented inits portfolio of FFELPloans. Itiscritical that
the lender review each guarantor’s instructions carefully;
the required frequency of reporting and requirements for
reporting certain fields may vary among guarantors.
[8682.201(i); DCL 95-L-177; NSLDS Technical Update
for Lenders and Lender Servicers 2000-01]

3.5.H
Reporting Loans Paid in Full

A lender must report promptly to the guarantor each loan
that ispaid in full, including the date that the loan was paid
in full. The transaction must be reported on the appropriate
guarantor form or by an equivalent tape or electronic
exchange. If the lender wantsto report aloan that has been
paid in full using its own form or listing, the format must
contain all data elements required by the guarantor.

If aloanispaidinfull asaresult of the borrower obtaining
a Consolidation loan, the lender must note thisin its
reporting and provide the date on which the loan was paid
in full by consolidation. A guarantor must differentiate
between loans paid in full by consolidation and those paid
infull by another source (such as borrower payments) inits
National Student Loan Data System (NSLDS) reporting.
The guarantor relies on the lender’s report to ensure the
accuracy of this distinction.

When aloanis paid in full by the borrower or another

source, the lender must notify the borrower that the loan is
paidinfull. Thelender must report the paid-in-full statusto
at least one credit bureau, as required in Subsection 3.5.C.

3.6
Third-Party Servicers

A third-party servicer isany organization or individual that
entersinto acontract with alender to administer any aspect
of thelender’ sFFEL P activitiesasrequired under any of the
following:

« A statutory provision of, or applicable to, Title IV of
the Act.

«  Aregulatory provision prescribed under Title1V of the
Act.

+  Anarrangement, agreement, or limitation with the
Department or guarantor entered into under the
authority of statutes applicableto Title IV of the Act.

18
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3.6.B Financial Responsibility

Some examples of activities athird-party servicer may
perform on alender’s behalf include originating,
monitoring, processing, servicing, and collecting loans, and
billing for interest benefits and special allowance.
[8682.200(b)]

Lender Requirements

A lender that contracts with a third-party servicer must
meet the following requirements:

«  Thelender may not enter into a contract with athird-
party servicer that the Department has determined does
not meet the administrative capability and financial
responsibility requirements for third-party servicers.

«  Thelender must providethe Department with the name
and address of each third-party servicer with which the
lender enters into a contract. The lender must provide
acopy of its contract with the third-party servicer, if
the Department requests it.

[8682.416(f)]

Servicer Requirements

If athird-party servicer performs, on behalf of alender, any
activity for which the records identified under the
recordkeeping requirements section of this chapter (see
Subsection 3.4.A) are relevant, the servicer must maintain
completeand accurate records pertaining to the servicing of
each loan in its portfolio. The records must be maintained
in asystem that allows ready identification of each loan’s
current status.

[8682.416(f)]

A third-party servicer may be subject to mandatory annual
audits. For more information on audit requirements for
servicers, see Subsection 3.8.B.

In addition, the Department may review athird-party
servicer to determine whether it meets the administrative
capability and financial responsibility standardsoutlinedin
the following Subsections 3.6.A and 3.6.B.

[8682.416(c)]

3.6.A
Administrative Capability

A third-party servicer is considered administratively
capable if it meets the following criteria outlined by the
Department:

«  Theservicer provides the services and administrative
resources necessary to fulfill its contract with alender
and conducts all of its contractual obligations
applicable to the FFEL P in accordance with program
regulations.

[8682.416(a)(1)]

«  The servicer has business systems (automated and/or
manual) that are capable of meeting the requirements
of the Act and federal regulations, with respect to the
FFELP.

[8682.416(a)(2)]

«  The servicer has adequate personnel, who are
knowledgeabl e about the FFELP.
[8682.416(a)(3)]

3.6.B
Financial Responsibility

A third-party servicer isconsidered financially responsible
if it meets the following criteria outlined by the
Department:

«  The servicer provides the services described in its
official publications and statements.
[8668.15(b)(1); §682.416(b)]

+  Theservicer provides the administrative resources
necessary to comply with the program requirements.
[8668.15(b)(2); §682.416(b)]

«  Theservicer meetsal of itsfinancial obligations,
including refundsit is required to make (if applicable)
and payments owed to the Department for program
liabilities and debts.

[8668.15(b)(3); §682.416(b)]

«  Theserviceriscurrent onitsdebt payments. A servicer
isnot considered current if it isin violation of any loan
agreement at the end of itsfiscal year, asdisclosedina
note to its audited financial statements. A servicer is
not current if it fails to make a payment in accordance
with existing debt obligations for more than 120 days,

Chapter 3: Lender Participation—November 2009
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3.6.B Financial Responsibility

and at least one creditor has filed suit to recover those
funds.
[8668.15(b)(4); §682.416(b)]

For-Profit Servicers

A for-profit servicer must meet the following criteria—in
addition to the general criterianoted at the beginning of this
subsection—in order to be considered financially
responsible:

« Theservicer had an acid test ratio of at least 1:1 at the
end of itslatest fiscal year. Thisratio is determined by
adding the servicer’s cash, cash equivalents, and
current accounts receivable—excluding any unsecured
or uncollateralized related party receivables—and
dividing the total by the sum of total current liabilities.
[8668.15(b)(7)(i)(A); §682.416(b)]

«  Theservicer has not had operating losses in either or
both of its two most recent fiscal yearsthat, in sum,
result in a decrease in tangible net worth in excess of
10% of the servicer’s net worth at the beginning of the
first year of the two-year period.

[8668.15(b)(7)(i)(B); 8682.416(b)]

«  Theservicer had apositive net worth for itslatest fiscal
year.
[8668.15(b)(7)(1)(C); §682.416(b)]

«  The servicer can demonstrate to the Department’s
satisfaction that it has debt obligations (without
insurance, guarantee, or credit enhancements) that are
currently issued and outstanding and that are listed at
or above the second highest rating level of credit
quality given by a nationally recognized statistical
rating organization.

[8668.15(b)(7)(ii); §682.416(b)]

Nonprofit Servicers

A nonprofit servicer must meet the following additional
criteria—in addition to the general criteria noted at the

beginning of this subsection—in order to be considered
financially responsible:

«  Theservicer preparesaclassified financia statementin
accordance with generally accepted accounting
principlesor providestherequiredinformationin notes
to financial statements.

[8668.15(b)(8)(i)(A); 8682.416(b)]

«  Theservicer had an acid test ratio of at least 1:1 at the
end of itslatest fiscal year. Thisratio is determined by
dividing the servicer’s cash, cash equivalents, and
current accounts receivable—excluding any unsecured
or uncollateralized related party receivables—by the
sum of total current liabilities.

[8668.15(b)(8)(i)(B); §682.416(b)]

«  Theservicer had, at the end of its latest fiscal year,
either a positive unrestricted fund balance or positive
unrestricted net assets—or the servicer has not had an
excess of current fund expenditures over current fund
revenues over both of itstwo latest fiscal years that
resultsin a decrease exceeding 10% of either the
unrestricted current fund balance or the unrestricted
net assets at the beginning of the first year of the two-
year period.

[8668.15(b)(8)(1)(C)(1) and (2); 8682.416(b)]

+  The servicer can demonstrate to the Department’s
satisfaction that it has currently issued and outstanding
debt obligations (without credit enhancements) at or
above the second highest credit rating level.
[8668.15(b)(8)(ii); §682.416(b)]

Public Servicers

A public servicer must meet the following additional
criteria—in addition to the general criteria noted at the
beginning of this subsection—in order to be considered
financially responsible:

«  Theservicer hasitsobligations backed by the full faith
and credit of a state or an equivalent governmental
entity.

[8668.15(b)(9)(i); §682.416(b)]

«  Theservicer hasapositive unrestricted fund balance, if
reporting under the Single Audit Act.
[8668.15(b)(9)(ii); §682.416(b)]

+  Theservicer hasapositive unrestricted current balance
in the state’'s higher education fund, as presented in the
general purpose financia statements.
[8668.15(b)(9)(iii); §682.416(b)]

The servicer submits to the Department a statement
from the Auditor General indicating that the servicer
has, in the past year, met all of itsfinancial obligations
and continues to have sufficient financial resourcesto
meet its financial obligations.

[8668.15(b)(9)(iv); §682.416(b)]
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3.7.A Eligible Lenders

«  The servicer can demonstrate to the Department’s
satisfaction that it has currently issued and outstanding
debt obligations (without credit enhancements) at or
above the second highest credit rating level.
[8668.15(b)(9)(v); §682.416(b)]

Criteria For Determining That A Servicer Is Not Financially
Responsible

A third-party servicer is not considered financially
responsible if any of the following criteria apply:

Any individual affiliated with the servicer (as defined
below) has been convicted of—or has pled nolo
contendere or guilty to—a crime involving the
acquisition, use, or expenditure of federal, state, or
local government funds, or has been administratively
or judicialy determined to have committed fraud or
any other material violation of law involving such
funds. An affiliated individual can be:

— The servicer's owner, mgjority shareholder, or
chief executive officer.

- Any person employed by the servicer in acapacity
that involves the administration of a Title IV
program or receipt of Title 1V funds.

- Any person or entity—or officer or employee of
an entity—with which the servicer contractsto
administer any portion of the Title IV program or
receive Title IV program funds.
[8682.416(d)(1)(i)]

The preceding requirement does not apply if any of the
following has occurred:

—  Thefundsthat were fraudulently obtained—or
criminally acquired, used, or expended—have
been repaid to the United States, and any related
penalty has been paid.

[8682.416(d)(1)(i)(A)]

- The personswho were convicted of—or who pled
nolo contendere or guilty to—a crime involving
the acquisition, use, or expenditure of the funds
are no longer incarcerated for that crime.
[8682.416(d)(1)(i)(B)]

- Atleast five years have elapsed from the date of
the conviction, nolo contendere plea, guilty plea,
or administrative or judicial determinations.
[8682.416(d)(1)(i)(C)]

«  Theservicer, or any principal or effiliate of the
servicer, is debarred or suspended under Executive
Order 12549 or isengaging in any activity that is cause
for debarment or suspension.

[8682.416(d)(1)(ii)(A) and (B)]

«  Upon learning of acornviction, plea, or administrative
or judicial determination described previoudly in this
subsection, the servicer does not promptly remove the
person, agency, or organization from any involvement
in the administration of the servicer’s participation in
Title IV programs, including, as applicable, the
removal or elimination of any substantial control over
the servicer.

[8682.416(d)(2)]

3.7
Lender of Last Resort

Lender of Last Resort (LLR) programs are authorized by
the Act and federal regulationsto facilitate full accessto
postsecondary education for all eligible students. The
principal guarantor for each state is responsible for
developing rules and procedures for its LLR Program.
[8682.401(c)(4)]

3.7.A
Eligible Lenders

The following entities may make LLR loansin any given
state:

The designated guarantor of FFELP loans in the state.

« AndligibleFFELPIlender that isan agency of the state,
or anonprofit private agency designated by the state.

Any €eligible FFEL P lender, through arrangement with
either of the eligible entities identified above.
[HEA 8435(d)(1)(D); 8682.401(c)(1)]
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3.7.B Benefits of Participation

3.7.B
Benefits of Participation

A lender that makes LLR loans receives the following
benefits:

+ LLRloansare eligible for 100% insurance coverage.

«  Defaultson LLR loans will not be counted in the
lender’s cohort default rate calculation.
[DCL 93-L-161; DCL 94-L-165]

3.7.C
How the LLR Program Works

A student or parent may request assi stance under the lender
of last resort (LLR) program if the student or parent isan
eligible FFEL P borrower and has been otherwise unableto
obtain aStafford or PLUS|o0an, as applicable, from another
eigible lender for the same period of enroliment. An
eligible student or parent borrower who requests assistance
under the LLR program may be referred to the designated
guarantor in the student’s state of residence or to the
designated guarantor in the state where the student is
attending school.

[8682.401(c)(3); DCL GEN-08-08]

Within 60 days of receiving a complete request from the
borrower for an LLR loan, the guarantor must respond to
the borrower with an approval or denial. If theLLR loanis
approved, the guarantor will either serve as the lender or
designatean eligiblelender to makethe LLR loan. A lender
under the LLR program may refuse to make aloan if the
borrower fails to meet the lender’s credit standards.
[8682.401(c)(4)(v); 08-09 FSA Handbook, Volume 4,
Chapter 1, p. 4-8]

The LLR isrequired to charge the applicable statutory
maximum interest rate and origination and federal default
fees to students and parents borrowing under the LLR
program. The LLR is not permitted to offer tothe LLR
borrowers other loan terms or conditions that are more
favorable than those explicitly provided in statute and
regulation. A lender that provides LLR loansis prohibited
from marketing those loans and from violating the
prohibited inducement provisions (see Subsection 3.4.C).
[DCL GEN-08-08]

If the LLR chooses to cease its participation asan LLR, it
must provide at least 60 days' notice to the designated
guarantor of itsintent to cease LLR operations and that it
will ensure that all loans made under the LLR designation

arefully disbursed prior to the date on which it ceasesLLR
operations. The lender must continue to accept additional
certifications under the LLR provisions during this 60-day
period.

[DCL GEN-08-05]

For More Information

A A lender may contact individual guarantors for more
information on specific LLR operating procedures. See
Section 1.5 for contact information.

3.8
Independent Audits

Lenders, secondary markets, and third-party servicers must
undergo independent compliance audits to continue
eigibility to participate in the FFELP. These audits, which
arerequired by federal law and regulation, are described in
this section.

[HEA 8428(b)(1)(V); §682.305(c)]

3.8.A
Annual Compliance Audits

Except as provided below, alender that makes or holds
FFELP loans is subject to a compliance audit at least once
ayear. The audit must be conducted on a fiscal-year basis
by a qualified independent organization or person, in
accordance with standards established for the audit of
governmental organizations and programs by the U.S.
Comptroller General. The audit must cover the period since
the most recent audit.

[8682.305(c)(1)]

The audit must examine the lender’s compliance with the
Act and applicable regulations and must examine the
lender’s financial management of its FFEL P activities. If
the lender is required to submit the audit report to the
Department, the report must be submitted no later than 6
months after the close of the audit period.
[8682.305(c)(2)(i) through (iv)]

For each fiscal year beginning on or after July 1, 2006, a
school lender must submit an annual compliance audit that
includesits FFELP lending activities regardless of the size
of the school’s loan portfolio or annual loan volume. A
school lender subject to the Single Audit Act isrequired to
includeits FFEL P lending activitiesin the annual audit and
toincludeinformation on those activitiesin the audit report,
whether or not thelending activities or the student financial
aid programs are considered a “ major program” under the

22

Chapter 3: Lender Participation—November 2009


http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=305&TYPE=TEXT
http://www.ifap.ed.gov/dpcletters/050508GEN0805.html
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/BlacklineHEATitle%20IV-BDGI100908.pdf
http://www.ifap.ed.gov/dpcletters/061908GEN0808.html
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/BlacklineHEATitle%20IV-BDGI100908.pdf
http://www.ifap.ed.gov/dpcletters/061908GEN0808.html
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=401&TYPE=TEXT
http://ifap.ed.gov/sfahandbooks/attachments/0809Vol4Ch1.pdf
http://ifap.ed.gov/sfahandbooks/attachments/0809Vol4Ch1.pdf
http://nchelp.org/elibrary/DearPartnerLetters/Lender/1993/93-l-161.pdf
http://nchelp.org/elibrary/DearPartnerLetters/Lender/1994/94-L-165.pdf
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=401&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=305&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=305&TYPE=TEXT

3.8.B Third-Party Servicer Audits

Single Audit Act. Other school lenders must arrange for a
separate audit of their lending activities using the Lender
Audit Guide.

[HEA 8435(d)(2)(A)(vii); 8682.601(a)(7)]

A lender isrequired to submit the compliance audit report
to the Department if, during the fiscal year being audited, it
made or held more than $5 million in FFELP loans.
Generally, alender is exempt from the annual audit
requirement for any fiscal year subject to audit inwhich the
lender made or held $5 million or lessin FFELP loans.
[8682.305(c)(1)]

An eligible lender that is a bank as defined in section
3(a)(1) of the Federal Deposit Insurance Act, isawholly
owned subsidiary of atax-exempt nonprofit foundation [as
described in 8501(c)(3) of the Internal Revenue Code of
1986, and exempt from taxation under 8501(c)(1) of the
Code], makes FFEL P loans only to undergraduate students
who are age 22 or younger, and hasaFFEL P portfolio of $5
million or less, must submit the results of an audit annually.
[HEA 8428(b)(1)(U); HEA 8435(d)(L)(A)(ii)(111)]

Audit Requirements for Lenders That Do Not Make or
Purchase Loans with Tax-Exempt Obligations

If alender does not make or purchase FFEL P loans with
tax-exempt obligations, its annual compliance audit must
be conducted in accordance with the Government Auditing
Sandardsissued by the U.S. General Accounting Office
(GAO).

If the lender is a governmental entity, the audit must be
conducted in accordance with 31 U.S.C. 7502 and 34 CFR
Part 80.26.

[8682.305(c)(2)(V)]

If the lender is a nonprofit organization, the audit must be
conducted in accordance with OMB Circular A-133, Audit
of Institutions of Higher Education and Other Nonprofit
Institutions, asincorporated in 34 CFR Part 74.26. If a
nonprofit lender qualifies for and chooses the option of a
program-specific audit as provided for in Circular A-133,
the program-specific audit must be an independent annual
compliance audit conducted by a qualified independent
organization or person.

[8682.305(c)(2)(V)]

If alender already has been audited in accordance with
31 U.S.C. 7502 for other purposes, the Department may
determine that the lender has met the independent
compliance audit requirements if the lender submits the
results of the audit to the Department for review.
[8682.305(c)(2)(vii)]

Specific audit procedures are contained in the audit guide

developed and published annually by the Department. For
information on how to obtain an audit guide, see Subsection
2.3.B.

Audit Requirements for Authorities That Make or Purchase
Loans with Proceeds of Tax-Exempt Obligations

Anaudit for agovernmental entity that makes or purchases
FFEL P loans with tax-exempt obligations must be
conducted in accordance with 31 U.S.C. 7502 and 34 CFR
Part 80, Appendix G.

[8682.305(c)(2)(v)]

An audit for anonprofit organization that makes or
purchases FFEL P loans with tax-exempt obligations must
be conducted in accordance with OMB Circular A-133 and
any supplementary compliance guidelines issued by OMB
and the Department. If the organization qualifies for and
chooses the option of a program-specific audit as provided
for in Circular A-133, the audit must be conducted in
accordancewith the Government Auditing Standardsissued
by the U.S. General Accounting Office (GAO) and the
provisions outlined in the Department’s applicable audit
guide.

[8682.305(c)(2)(v)]

Audits of governmental entities or nonprofit organizations
must be submitted to the appropriate regiona office of the
Department.

3.8.B
Third-Party Servicer Audits

A third-party servicer must arrange for an independent
audit of the administration of its FFEL P portfolio—unless
the servicer contracts with only one lender and the lender’s
compliance audit involves every aspect of the servicer's
administration of its FFELP portfolio. A third-party
servicer that contractswith more than onelender must have
performed a compliance audit that coversthe servicer’'s
administration of Title IV programs for all the lenders for
which it services. Thisrequirement may be satisfied with a
single audit of al the servicer's functions if the audit
encompasses al the services provided for the lenders for
which it provides such services. An audit of athird-party
servicer must meet the following requirements:
[8682.416(€)(1)]

«  Theaudit must examinethe servicer’scompliancewith
the Act and applicable regulations.
[8682.416(€)(2)(1)]
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3.8.B Third-Party Servicer Audits

«  Theaudit must examine the servicer's financia
management of its FFEL P activities.
[8682.416(e)(2)(ii)]

«  Theaudit must be conducted in accordance with the
Standards for Audit of Governmental Organizations,
Programs, Activities, and Functions issued by the
U.S. General Accounting Office (GAO).
[8682.416(e)(2)(iii)]

« If the servicer isagovernmental entity, the audit must
be conducted in accordance with the Single Audit Act.
[8682.416(e)(3)]

«  If the servicer is anonprofit organization, the audit
must be conducted in accordance with
OMB Circular A-133.
[8682.416(€)(4)]

An audit must be completed annually and submitted no
later than 6 months after the end of the servicer’sfiscal year.
[8682.416(€)(2)(iv)]

Lenders and servicers should consult the Audit Guide:
Compliance Audits (Attestation Engagements) for Lenders
and Lender Servicers Participating in the Federal Family
Education Loan Program, published December 1996 for
information about audit requirements.

24 Chapter 3: Lender Participation—November 2009


http://www.whitehouse.gov/omb/circulars/a133/a133.html
http://fp.ed.gov/fp/attachments/fms_data_nslds/lsguide.pdf
http://fp.ed.gov/fp/attachments/fms_data_nslds/lsguide.pdf
http://fp.ed.gov/fp/attachments/fms_data_nslds/lsguide.pdf
http://161.203.16.4/d48t13/136670.pdf
http://161.203.16.4/d48t13/136670.pdf
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=416&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=416&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=416&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=416&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=416&TYPE=TEXT

School Participation

4.1

4.1.A
4.18B
4.1.C
41D
4.1E

4.2
4.2.A
42.B

4.3

4.3.A
43.B
43.C
43D

4.4

4.4.A
4.4B
44.C
4.4.D

4.5
4.6
4.7
4.8

INSEIEULIONAT EIGIDIITY .eveveeecee bbbttt e 1
EStabliShing EIGIDIITY ...cvieeeeie e ettt bbb s 1
Written Agreements DEIWEEN SCROOIS ..o b 4
Maintaining ENGIDIIILY .........ovieeiiieei ettt bbb et 5
LOSS OF EGIDIILY ...ttt bbb ettt et 10
SCNOOI COUR OF CONTUCT ...ttt b bbbt 11
Administrative Capability STANAAITS ..o 12
Financial Aid Administrator RESPONSIDIlITIES .......c.coiiiiiriiiiieicet e e 13
Financial Aid AdMINISLrAtor TFAINMING ........oveiriiiee ettt bbb e 13
Financial Responsibility STANGAITS ..........ouciriei bbb 14
General School Financial Responsibility REQUIFEMENLS .........ccoouiiiiiiiiieice e e 14
Specific Criteria for Determining School Financial ReSpoNSIDIlILY ..........c.oeoeiiriireiiiiii e 16
Sufficient Cash RESEIVE REQUIFEMENTS ......c.ooiiiieiiieiieiee ettt bbb e 16
COMPOSIEE SCOME ...ttt ettt s et b et b b s £t b e bt e b e st e b et e Rt et e bt e b e e en b ebene e b ebenes 17
Providing INfOrmMation t0 STUABNES ......c.oviuiuiiiieice ettt e 19
RECOMMENAEA LENUET LISES ...ttt bbb bbb b 19
CONSUMET INFOMMATION ....viiiieicteee ettt ettt bbbttt e 20
ENErANCe COUNSEIING ...vcuivieeieiieeeeet ettt et etttk ettt e eb s 24
EXIE COUNSEIING vttt £tttk ettt b e e b ene s 26
Recordkeeping REGUITEMENTS ........ciiiiieiieisieiie ettt ettt bbb ettt et s 28
TRIF-PAITY SEIVICETS ..ottt b bbbttt bbb e 30
QuAlity ASSUFANCE PrOGIAM ......iuiuiiiieiiiite ettt ettt bbbttt e 30

INAEPENAENE AUILS ...ttt bbbt b bbbttt n e ee b ebene e 31



This page intentionally left blank.



4.1.A Establishing Eligibility

Chapter 4 outlines general requirements for schools
participating in the Federal Family Education Loan
Program (FFELP). These procedures and criteriareflect
both federal regulations and guarantor policies. Although
SLSloans are no longer being made, information on them
isincluded in some sections for reference.

In addition to meeting the terms and conditions of its
Program Participation Agreement (PPA) with the
Department, a participating school must comply with:

« 34 CFR Part 99 (Family Educational Rights and
Privacy), 34 CFR Part 600 (Ingtitutional Eligibility),
34 CFR Part 668 (General Provisions), and 34 CFR
Part 682 (FFELP)—as well as other Department
directives.

«  Statelicensing requirements.
«  Guarantor policies, procedures, and requirements.
« Accrediting agency requirements.

«  All other related requirementsfor schools, as specified
in the Higher Education Act of 1965, as amended.

A participating foreign school is required to comply with
the provisions of the regulations, except to the extent that
the Department states in the regulations, or in other official
publications or documents, that foreign schools are exempt
from certain provisions.

[8682.611]

4.1
Institutional Eligibility

Thefollowing types of schools may apply for participation
as an dligibleinstitution of higher education:

«  Public or private nonprofit institutions of higher
education.
[8600.4]

«  Proprietary ingtitutions of higher education (private
and for-profit).
[8600.5]

«  Public or private nonprofit postsecondary vocational
institutions.
[8600.6]

In addition, aschool’sbranch campus may seek designation
asamain campus or freestanding ingtitution if the branch
campus has been in existence for at least two years
following certification as a branch campus by the
Department.

[8600.8]

4.1.A
Establishing Eligibility

To participate in any Title IV program, a school must
establish its eligibility under the Higher Education Act of
1965, as amended, in accordance with the procedures
specified by the Department. These procedures are as
follows:

«  Theschool must submit an Application for Approval to
Participate in the Federal Student Financia Aid
Programs (E-App) to the Department to request a
determination that it qualifies asan eligible institution.
[8600.20(a); GEN-05-14]

«  The school must include in the E-App arequest for
certification to participate in the program and must
submit all the documentation indicated on that
application. To be certified for participation, a school
must meet the following standards:

—  The school must meet the qualifications of an
eligible institution (see Section 4.1).

—  The school must meet administrative capability
and financia responsibility requirements (see
Sections 4.2 and 4.3).

-  If the school is participating for the first timein
Title 1V programs, and it has not requested and
been granted atraining waiver, designated school
administrators defined by the Department must
complete Title 1V training within 12 months after
the school executes the Program Participation
Agreement (PPA). A school that is currently
participating in some Title IV programsis not
required to have certification training if it is only
requesting approval to participate in additional
Title 1V programs.

[8668.13(a)]
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4.1.A Establishing Eligibility

By entering into a Program Participation Agreement (PPA),
the school agreesto comply with all requirements specified
in statute and federal regulations, including, but not limited
to:

«  Theschool will not charge a student afee for
processing or handling any application, form, or data
required to determine the student’s eligibility for
assistance, including the amount of the Title IV
assistance.

[8668.14(b)(3)]

«  Theschool will inform eligible Stafford and PLUS
loan borrowers of the availability of state grant
assistance from the statein which the school islocated,
and will inform out-of-state borrowers of the source of
information for assistance in the student’s home state.
[8668.14(b)(11)]

«  Theschool will not certify aloan that exceeds the
borrower’s digibility.
[8668.14(b)(8)]

«  Theschool will submit all required reports within the
time frames specified.
[8668.14(b)(7)]

«  If theschool advertises job placement rates asameans
of attracting studentsto enroll, the school will make
availableto all prospective students—at or before the
time of application for admission—the most recent
data concerning employment statistics, graduation
statistics, and any other information necessary to
substantiate these advertisements.

[8668.14(b)(10)]

«  Theschool will operate a drug abuse prevention
program that is available to any officer, employee, or
student of the school.

[8668.14(C)]

« A school located in a state not covered by section 4(b)
of the National Voter Registration Act (commonly
known asthe Motor Voter Registration Act) isrequired
to make a good faith effort to distribute a mail voter
registration form to each enrolled student physically in
attendance at the school and to make the formswidely
available. The school must request the voter
registration forms from its state 120 days prior to the
voter registration deadline. Schools are not held liable
for compliance with this requirement if the state does
not provide a sufficient quantity of forms within 60
days prior to the voter registration deadline. This

reguirement includes el ectionsfor astate’sgovernor or
other chief executive, or for federa office elections.
[8668.14(d)]

A school seeking to participate for the first timein the
FFEL P must use a default management plan approved
by the Department for at least the first two years of its
participation in the FFELP if the owner of the school
owns or owned any other school that had a cohort
default rate greater than 10%.

[8668.14(b)(15)]

A school seeking to participate for thefirst timein a
Title IV program must not have a withdrawal rate
during its latest completed award year that exceeds
33% of itsregular, undergraduate students. The school
must include in its withdrawal calculation every
regular student who was enrolled during the latest
completed award year except astudent who during that
period meets both of the following criteria

—  The student withdrew, dropped out, or was
expelled from school.
[8668.16(1)(1)]

—  The student was entitled to receive and did
receive—in atimely manner—arefund of 100%
of the tuition and fees.

[8668.16(1)(2)]

A FFELP-participating school undergoing a change of
ownership that results in a change in control may be
required to use adefault management plan approved by
the Department for at least thefirst two yearsfollowing
the change (see Subsection 4.1.C for more
information).

[§668.14(b)(15); GEN-05-14]

The school will not impose any penalty—such as
assessing late fees, denying accessto classes, libraries,
or other school facilities, or requiring the student to
borrow additional funds for which interest or other
charges are assessed—on any student because of the
student’s inability to meet his or her financial
obligations to the school as aresult of the delayed
disbursement of Title IV loan proceeds due to
compliancewith statutory and regulatory requirements
applicable to the Title IV programs, or delays
attributable to the school.

[8668.14(b)(21)]
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4.1.A Establishing Eligibility

«  Theschool will not provide any commission, bonus, or
other incentive payment to a person or entity engaged
in student recruitment or admission activitiesor in
making decisions regarding the awarding of Title IV
aid, based directly or indirectly upon the success of
securing enrollments or financial aid. This prohibition
does not apply to the recruitment of foreign students
residing in foreign countries who are not eligible to
receive Title 1V aid. (See subheading “ Permissible
Incentive Compensation” later in this subsection for a
list of permissible activities that do not violate this
provision).

[8668.14(b)(22)(i)]

«  Theschool will not request or accept from any lender
any offer of fundsto be used for private education
loans, including funds from an opportunity pooal, to
students in exchange for the school providing
concessions or promises to the lender, including the
following:

— A specified number of FFELP loans made,
insured, or guaranteed.

- A specified volume of FFELP loans.

— A preferred lender arrangement for FFEL P loans.
[HEA 8487(e)(5)]

«  The school will develop, publish, administer, and
enforce a school code of conduct that meets the
minimum requirements described in Subsection 4.1.E.
The code of conduct will apply to the school’s officers,
employees, and agents, and each institution-affiliated
organization that has a preferred lender arrangement
for the purpose of offering FFEL P or private education
loans. The school, and any institution-affiliated
organizationsthat hasaWebsite, must publish the code
prominently on its Website. Also, the school must
annually inform any of its officers, employees, and
agents who have responsibilities with respect to
education loans of the code’s provisions.

[HEA 8§151(5); HEA §487(a)(25); DCL GEN-08-
12/FP-08-10]

The Department will notify aschool in writing whether the
school qualifiesinwholeor in part asan eligible institution
of higher education. The school aso is notified of the
Title IV programsin which it is eligible to participate.

If only a portion of the school qualifies as an eligible
ingtitution of higher education, the Department will specify
in the notice each location and/or educational program that
qualifies.

Upon being approved by the Department, aschool becomes
eligible to apply for participation in the FFEL P with the
guarantor. For any school, the guarantor must be satisfied
that the school has the ability to properly administer the
FFEL P according to federal regul ations and the guarantor’s
policies before it will approve the school for participation
under its guarantee.

A Schools may contact individual guarantors for more
information on specific eligibility procedures and
required supporting documentation. See Section 1.5
for contact information.

A school may participate in the FFELP and the Federal
Direct Loan Program (FDLP) at the sametime. However, a
school is prohibited from certifying loans of the same type
(beit Stafford or PLUS) under each program for the same
student for the same period of enrollment. A school may,
though, certify a PLUS loan under either program, and a
Stafford loan under the other program, when the loans
benefit the same student for the same period of enrollment.
For example, the school may certify a Stafford loan under
the FFELP and a PLUS loan under the FDLP for the same
student for the same period of enrollment.

[HEA 8454(a)(4); 07-08 FSA Handbook, Volume 3,
Chapter 5, p. 3-78]

Permissible Incentive Compensation

The following are examples of compensation incentives
that a school may offer that have been approved by the
Department (a school is not limited to offering only these
compensation plans, however):

«  Fixed compensation (annual salary or hourly wage), as
long asit is not adjusted more than twice during any
12-month period (with the exception of a cost of living
increase that is paid to substantially all full-time
employees) and any adjustment is not based solely on
thenumber of studentsrecruited, admitted, enrolled, or
awarded financia aid.

[8668.14(b)(22)(i1)(A)]

«  Compensationto recruitersbased on the recruitment of
students who enroll only in non-Title |V programs.
[8668.14(b)(22)(ii)(B)]
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4.1.B Written Agreements between Schools

«  Compensation to recruiters who arrange contracts
between the school and an employer whose empl oyees
enroll at the school and for whom the employer pays
(directly or by reimbursement) 50% or more of the
tuition and fees charged to its employees. This
compensation cannot, however, be based on the
number of employees who enroll at the school or the
revenue they generate. The recruiters also may not
have contact with the employees.
[8668.14(b)(22)(ii)(C)]

«  Compensation paid as part of a profit-sharing or bonus
plan that is substantially the same amount or the same
percentage of salary or wages, and is madeto al or
substantially al of the school’s full-time professional
and administrative staff. Such payments may be
limited to all or substantially all of the full-time
employees at one or more organizational levels at the
school. The organizational level, however, may not
consist predominantly of recruiters, admissions staff,
or financia aid staff.

[8668.14(b)(22)(ii)(D)]

«  Compensation based on students who successfully
complete their educational programs or one academic
year of their educational program, whichever isshorter.
For this purpose, successful compl etion of an academic
year means the student has earned at |east 24 semester
or trimester credit hours or 36 quarter credit hours, or
has successfully completed at least 900 clock hours of
instruction at the school.

[8668.14(b)(22)(ii)(E)]

«  Compensation paid to employeeswho perform clerical
“pre-enrollment” duties, such as answering telephone
cals, referring inquiries, or distributing school
materials.

[8668.14(b)(22)(ii)(F)]

. Compensationtomanagerial or supervisory employees
who do not directly manage or supervise employees
who are directly involved in recruiting or admissions
activities or the awarding of Title IV program funds.
[8668.14(b)(22)(ii)(G)]

«  Token giftsawarded to the school’s students or alumni,
provided the gifts are not in the form of money. No
more than one gift may be provided annually to an
individual, and the cost of the gift can be no more than
$100.

[8668.14(b)(22)(ii)(H)]

«  Profit distributions based proportionately on an
individual’s ownership interest in the school.
[8668.14(b)(22)(ii)(1)]

«  Compensation paid for Internet-based recruitment and
admission activitiesthat provide information about the
school to prospective students, refer prospective
studentsto the school, or permit prospective studentsto
apply for admission on-line.

[8668.14(b)(22)(ii)(J)]

«  Paymentsto third parties, including tuition sharing
arrangements, that deliver various services to the
school, provided that none of the servicesinvolve
recruiting or admission activities or the awarding of
Title IV program funds.

[8668.14(b)(22)(ii)(K)]

«  Paymentsto third parties, including tuition sharing
arrangements, that deliver various services to the
school, even if one of the servicesinvolves recruiting
or admission activities or the awarding of Title IV
program funds, provided that the individual does not
receive a commission, bonus, or other incentive
payment based directly or indirectly upon the success
of securing enrollments or financial aid.
[8668.14(b)(22)(ii)(L)]

4.1.B
Written Agreements between Schools

A written agreement may be made between two or more
eligible schools, or between eligible and ineligible schools,
in which one school agreesto have a portion or al of its
educational program provided at or by the other school(s).
In addition, a school may enter into a single written
agreement with a study-abroad organization that represents
one or more foreign schools rather than a separate
agreement with each individual foreign school that its
students attend.

[8668.5]

A student may take courses at a school that is party to the
contract and have those courses count toward the degree or
certificate that is granted by the home school. The
agreement appliesto any courses for which a student has
been certified as eligible for Title 1V assistance.

An eligible school must award credit to studentsin any
contracted portion of the program on the same basis asif it
provided that portion itself.
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4.1.C Maintaining Eligibility

If the agreement is with an ineligible school, one of the
following criteria must be met:

«  The contracted portion of the program provided by the
ineligible school must not exceed 25% of the student’s
total program of study.

[8668.5(c)(3)(i)]

«  Thecontracted portion of the program must not exceed
50% of the total program of study if the ineligible
school is not owned or controlled by the same
individual or company as the eligible school and the
eligible school’saccrediting agency or the state agency
that approves public postsecondary vocational
education determines that the written agreement isin
accordance with the agency’s standards.
[8668.5(c)(3)(ii)]

Also, theingligible school must not have been terminated
from participation in Title IV programs and may not have
withdrawn from participation in Title IV programs under a
termination, show-cause, suspension, or similar
proceeding.

[8668.5(c)(1)]

The contracted portion of an educational program may
cover many situations—for example, a study-abroad
program, or a cosmetology training program given wholly
by anineligible cosmetology school under contract with an
eligible community college, postsecondary vocational
school, or technical school. A baccalaureate institution
does not jeopardize its eligible programs if no more than
one academic year is spent by students at an ineligible
institution, such asaforeign school under the junior-year-
abroad concept. At predominantly associate degree—
granting institutions, eligible programs are not jeopardized
if students spend no more than one semester or one quarter
(25% of thetotal program of study) studying under contract
at an ineligible institution.

A school may contact the Department’s Institutional
Participation Division for adetermination of the eligibility
of aprogram based on a written agreement.

The content of awritten agreement may vary widely,
depending on the interests of the schools involved and the
accrediting agency or state agency standards. Certain
information should be included in al agreements: which
school will consider the student enrolled; how much the
student’stuition, fees, and room and board will cost at each
school; what the student’s enrolIment status will be at each
school; and how reporting the student’s enrollment status
will be handled. Procedures for calculating financial aid
awards, disbursing aid, keeping records, processing

refunds, and completing the calculations for the return of
Title IV funds aso should be included in the agreement.
The school that the student pays is responsible for issuing
refundsand returning Title 1V fundsto the appropriate Title
IV loan and grant programs. Additional information on
written agreements between schools can be found in

34 CFR 668.5(d) and in the 07-08 FSA Handbook,
Volume 2, Chapter 7, pp. 2-89 to 2-92.

Upon request, aschool must provideto the guarantor—in a
timely manner—copies of any written agreement between
one of its eligible schools and another organization where
the other organization provides al, or part of, the
educational program for students enrolled in the school.

4.1.C
Maintaining Eligibility

To maintain its eligibility to participate, a school must
continue to meet al schooal eligibility requirements and
must administer itsloan programs in accordance with all
requirements outlined in federal law and regulation, aswell
asin guarantor policies and procedures. A guarantor
reserves the right to limit, suspend, or terminate a school’s
eligibility for failure to meet these requirements (see
Chapter 18).

Reporting Requirements

A school must report to the Department viathe Application
for Approval to Participatein the Federal Student Financia
Aid Programs (E-App) and report in writing to each
applicable guarantor no later than 10 days after any of the
following occurs:

«  The school undergoes a change in the person(s)
exercising substantial control or the person designated
asits Title IV program administrator.

[8600.21(a)(6) and (7)]

«  Theschool changesitsname or address, or the name or
address of another |ocation of the school whereit offers
at least 50% of an educational program.
[8600.21(a)(1) and (2)]

«  The school establishes or closes alocation of the
school at which it offersat least 50% of an educational
program. (See subheading “ School and Program
Eligibility at Additional Locations’ later in this
subsection.)

[8600.21(a)(3) and (8)]
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4.1.C Maintaining Eligibility

«  The school decreasesitslevel of program offerings
(e.g., drops graduate programs).
[8600.21(a)(5)]

The school changes the way it measures program
length (such as changing from clock hours to credit
hours).

[8600.21(a)(4)]

A public school undergoes a change in governance.
(See subheading “Change in Governance for a Public
School” later in this subsection.)

[8600.21(a)(9)]

A school’sdligibility does not automatically continueif the
preceding types of changes occur. The Department will
notify the school if any reported change affectsits
eigibility and will provide the effective date of such a
changein digibility.

[8600.21(e)]

A school’sfailure to inform the Department and each
applicable guarantor of any of the preceding changes may
result in adverse action against the school, including | oss of
eligibility.

[8600.21(c)]

Change of Ownership or Status

If aschool experiencesachangein ownership that resultsin
achange in control, and atraining waiver has not been
requested and granted, designated school administrators
defined by the Department must complete Title IV training
within 12 months after the school executes the Program
Participation Agreement (PPA).

[8668.13(a)(2)]

When a private nonprofit, private for-profit, or public
school experiences a change of ownership that resultsin a
change of control or a school changes status as a nonprofit,
for-profit, or public school, the school’s PPA with the
Department expires immediately. Such schools cease to
qualify as eligible schools for participation in Title IV
programs and, unless the Department issues a provisional
extension of certification as described below, may not
disburse Title IV funds until eligibility has been
reestablished.

[8600.20(b)(2)(ii) and (iii); 8600.20(f)(2); §600.31]

To continue eligibility to participatein Title |V programs, a
school experiencing such a change in ownership or status
must submit an E-App so that it isreceived by the

Department no later than 10 business days after the change.
The application must include the following documentation:
[8600.20(g)(1)]

Any required and fully completed Department forms.
[8600.20(9)(2)]

Required documentation of state licensing approval.
[§600.20(9)(2)(1)]

Required documentation of accrediting agency
approval.
[8600.20(g)(2)(ii)]

- Audited financia statements of the school’s two most
recently completed fiscal years.
[8600.20(g)(2)(ii1)]

Audited financial statements of the new owner’s two
most recently completed fiscal years or equival ent
information for the new owner that is acceptable to the
Department.

[8600.20(9)(2)(iv)]

If the Department approves a provisional PPA for the
school, the provisional PPA extends the terms and
conditions of the PPA that were in effect for the school
before the change. The provisional PPA expires on the
earlier of:

The date on which anew PPA is signed with the
Department.
[8600.20(h)(2)(i)]

«  The date on which the school is notified by the
Department that its application is denied.
[8600.20(h)(2)(ii)]

The last day of the month following the month in
which a change of ownership occurred, unless the
Department extends the provisional PPA on a month-
to-month basis, based on criteria described bel ow.
[8600.20(h)(2)(iii)]

The Department will extend the provisional PPA on a
month-to-month basis if, prior to the expiration date, the
school provides the Department with the following:

+ A*“sameday” balance sheet that shows the school’s
financial position as of the date of the ownership
change, prepared in accordance with Generally
Accepted Accounting Principles (GAAP) and
Generally Accepted Government Auditing Standards
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4.1.C Maintaining Eligibility

(GAGAYS), as published by the U.S. General
Accounting Office.
[8600.20(h)(3)(i)]

Documentation of state licensing approval, if not
aready provided.
[8600.20(h)(3)(ii)]

Documentation of accrediting agency approval, stating
that accreditation is continued under the change, if not
aready provided.

[8600.20(h)(3)(iii)]

A default management plan, unless the school is
exempt from providing the plan.
[8600.20(h)(3)(iv); §668.14(b)(15); GEN-05-14]

In addition to reestablishing or continuing eligibility with
the Department, the school will aso be required to
reestablish eligibility with each applicable guarantor.

Change in Governance for a Public School

A change in governance for a public school is not
considered to be a change of ownership that resultsin a
change in contral, if the school remains a public school
after the change and the new governing authority isin the
same state and has acknowledged the school’s continued
responsibilities under its PPA. No later than 10 days after a
change in governance, public schools must report the
change to the Department and each applicable guarantor.
[8600.21(a)(9); §600.31(c)(7)]

Eligibility for New or Modified Program of Study

When an eligible school addsanew educational program or
substantially modifies an existing program, eligibility may
not extend automatically to the new program. Instead, the
school may be required to apply for approval by the
Department to provide Title1V fundsto studentsenrolledin
the new program, which must meet al digibility
requirements. Before adding a new program of study, the
school should contact the Department for guidance.
[8600.10(c)(1)]

The school is ultimately responsible for ensuring that a
program is eligible before awarding Title IV funds to
students in the program. The school needs to ensure that
program length and admissions criteria comply with

Title IV requirements, that a degree or certificateis
awarded upon completion, that the program is authorized
by the appropriate state agency, and that it isincluded under
the notice of accreditation from a nationally recognized
accrediting agency.

A school isnot always required to notify the Department of
the addition of new programs. The school itself may
determine the program’s eligibility in either of the
following cases:

[8600.10(c)(2)]

The additional program leads to an associate,
bachelor’s, professional, or graduate degree, and the
Department has already approved the school for
programs at that level.

[8600.10(c)(2)(i)]

The additional program prepares students for gainful
employment in the same or arelated recognized
occupation as an educational program that the
Department has designated as eligible at the school,
and the added program is at |east 8 semester hours,
12 quarter hours, or 600 clock hoursin length.
[8600.10(c)(2)(ii)]

If aschool determinesincorrectly that an additional
program of study satisfieseligibility requirementsand does
not apply to the Department for approval, the school is
liable for repayment of all Title 1V funds received by the
school for the ineligible program as well asfor al funds
received by or on behalf of students enrolled in the
ineligible program of study from the date of the school’s
addition of the program.

[8600.10(c)(3)]

Eligible Programs

To quaify asan eligible institution of higher education, a
school must offer at least one eligible program, although
not all programs at an ingtitution may be eligible. A school
may offer programs that meet different eligible-program
definitions.

A school may use direct assessment instead of credit hours
or clock hours, as a measure of student learning. The
assessment must be consistent with the school’s or
program’s accreditation. The Department must determine
whether such aprogram is an eligible program for Title IV
purposes.

[HEA 8481(b)(4); DCL GEN-06-05]
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4.1.C Maintaining Eligibility

A public or private nonprofit institution of higher education
must meet the eligibility requirements noted in the
introduction to Chapter 4, must be anonprofit school, must
meet academic-year requirements (see Section 6.1), and
must offer one or more of the following:

« A program that leads to an associate, bachelor’s,
professional, or graduate degree.
[8668.8(c)(1)]

« A program of at least two academic yearsin duration
that is acceptable for full credit toward a bachelor’'s
degree.

[8668.8(c)(2)]

« A program of at least one academic year in duration
that leads to a certificate, degree, or other recognized
credential and that prepares students for gainful
employment in a recognized occupation.
[8668.8(c)(3)]

Proprietary institutions of higher education and public and
private nonprofit postsecondary vocational institutions
must meet al eligibility criteriain theintroduction to
Chapter 4; must providetraining for gainful employment in
arecognized occupation; must have been legally authorized
to give (and have been giving) postsecondary instruction for
at least two consecutive years; and must offer one of three
types of eligible programs:

« A program that provides at least 600 clock hours,
16 semester or trimester hours, or 24 quarter hours of
undergraduate instruction offered during a minimum
of 15 weeks, beginning on the first day of classes and
ending on the last day of classes or examinations. The
program may admit as regular students persons who
have not completed an associate degree or the
equivalent.
[8668.8(d)(1)]

« A program that provides at |least 300 clock hours,
8 semester or trimester hours, or 12 quarter hours of
instruction offered during a minimum of 10 weeks,
beginning on thefirst day of classes and ending on the
last day of classes or examinations. The program must
beagraduate or professional program or must admit as
regular students only persons who have completed an
associate degree or the equivalent.
[8668.8(d)(2)]

« A “short-term” program that provides at least 300 but
less than 600 clock hours of instruction during a
minimum of 10 weeks, beginning on the first day of
classes and ending on the last day of classes or

examinations. The program must admit as regular
students some persons who have not completed an
associate degree or the equivalent. These programsare
eligibleonly for FFEL P purposes. Theinstitution must
have a substantiated completion rate and a placement
rate of at least 70%. The number of clock hours
provided in the program must not exceed by morethan
50% the minimum number of clock hours required for
training in the recognized occupation for which the
program prepares students, as established by the state
in which the program is offered, if the state has such a
requirement, or as established by any federal agency.
(See the 07-08 FSA Handbook, Volume 2, Chapter 4,
pp. 2-42 to 2-43, and §668.8(c) through (g) for more
information on completion rate and placement rate
calculations.)

[8668.8(d)(3)]

Programs that qualify at an otherwise eligible proprietary
institution or a postsecondary vocational institution are
reguired to have aminimum number of weeksof instruction
(see Section 6.2 for determining the period of enrollment).
A “week of instruction” isany period of 7 consecutive days
in which the school provides for at least one day of
regularly scheduled instruction, examinations, or
preparation for final examinations. Any timeframe allotted
to preparation for final examinations must occur after the
last scheduled day of classes for the term or payment
period. Instructional time does not include periods of
orientation, counseling, vacation, or homework.
[8668.3(b); 8668.8(h)(2) and (3)]

Eligibility of Credit-Hour Programs

Schools that measure progressin credit hours must
determine the Title IV digibility of their undergraduate
programs using the formulas listed bel ow, except in the
following cases:

+ Theprogramisat least 2 academic yearsin length and
provides an associate, bachelor’s, or professional
degree or the equivalent, as determined by the
Department. (Note: This exception does not permit a
school to ask for a determination that a nondegree
program is equivalent to a degree program).
[8668.8(k)(1)]

«  Each course within the program is acceptable for full
credit toward that school’s associate, bachelor’s, or
professional degree, or adegree that the Department
has determined to be equivalent at the school, and the
degree requires at least 2 academic years of study.
[8668.8(k)(2)]
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4.1.C Maintaining Eligibility

«  Theprogramisoffered by apublic or private nonprofit
hospital-based school of nursing that awards adiploma
at the completion of the program.

[8668.9(b)]

If the program does not meet one of the preceding three
criteria, the school must use the appropriate formula, as
follows. Clock hoursused in the formulamust comply with
the regulatory definition.

To determine the number of credit hoursin aprogram for
Title 1V digibility purposes, schools must use the
appropriate formula, as follows:

For programs measured in semesters or trimesters

Number of clock hours in the credit-hour program
30

For programs measured in quarters

Number of clock hours in the credit-hour program
20

[§668.8(1)]

The school must use the resulting number of equivalent
credit hoursto determine if a program is eligible under the
program requirements. For aprogram to qualify aseligible
by providing at least 16 semester or trimester credit hours
or 24 quarter credit hours, the program must include at | east
480 clock hours of instruction. For aprogram to qualify as
eligible by providing at least 8 semester or trimester credit
hours or 12 quarter credit hours, the program must include
at least 240 clock hours of instruction.

A program that fails to include the minimum number of
equivalent semester, trimester, or quarter credit hours of
instruction does not qualify as an eligible program
regardless of whether the Department previously
designated that program as an eligible program. A school
may not deliver the proceeds of any loan to a student
enrolled in such aprogram regardless of when that program
began. The school must return to the lender any loan funds
delivered to or on behalf of students enrolled in a program
that does not qualify as an eligible program.

[DCL GEN-95-38; 07-08 FSA Handbook, Volume 2,
Chapter 4, pp. 2-47 to 2-48]

School and Program Eligibility at Additional Locations

The eligibility of a school and its programs does not
automatically include each separate location of the school.
When aschool adds alicensed and accredited |ocation that
offers at least 50% of an educational program, the school

must report specific information to the Department by
submitting an E-App and other required documentation.
Further information on these requirements can be found in
8600.20 and in the 07-08 FSA Handbook, Volume 2,
Chapter 5, pp. 2-61 to 2-62. Generally, after reporting to the
Department, a school may immediately deliver Title IV
funds to eligible students attending the added location.
However, aschool must have approval from the Department
before it can deliver Title IV funds to eligible students
attending the added location if any of thefollowing criteria

applies:

«  Theschool isprovisionaly certified.
[8600.20(c)(2)(i)]

«  Theschool isonthereimbursement or cash monitoring
system of payment.
[8600.20(c)(2)(ii)]

«  The school has acquired the assets of another school
that provided educational programs at that location
during the preceding year, and the other school
participated in Title IV programs during that year.
[8600.20(c)(2)(iii)]

«  Theschool would be subject to aloss of digibility due
toits cohort default rateif it adds the location.
[8600.20(c)(1)(iv)]

«  The school has been notified by the Department that it
must apply for approval of an additional location.
[8600.20(c)(1)(V)]

Eligibility Change for Branch Campus

If aschool wishesto convert an eligiblelocationto abranch
campus, the school must apply to the Department and wait
for approval before making such a conversion. While
waiting for such approval, the school may continue to
deliver Title |V funds to students attending that location.
[8600.20(c)(5); §600.20(f)(4)]

If aschool’s branch campus is accredited separately, and
the school wants the branch campus to be granted separate
eligibility and be separately funded, the branch campus of
the school must bein existencefor at least 2 yearsfollowing
certification by the Department as a branch campus. The
school’s branch campus may then seek designation as a
main campus or freestanding institution by following the
procedures in Subsection 4.1.A on establishing eligibility.
[8600.8]
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4.1.D Loss of Eligibility

Increase in Level of Program Offering

A school must apply to the Department for approval to
increase itslevel of program offering (e.g., offering
graduate degree programs when it previously offered only
baccal aureate degree programs). The school must obtain
the Department’s approval before delivering Title IV funds
to students enrolled in the new programs at the increased
level.

[8600.20(c)(2); 8600.20(f)(3)]

4.1D
Loss of Eligibility

If aschool ceasesto meet any Title 1V digibility
requirement, the school must immediately provide written
notice to the Department and each applicable guarantor.

A school’s eligibility remainsin effect until termination by
the Department or a guarantor—or until the effective date
of aloss of eligibility for any of the following reasons:

The school permanently closes.
[8600.40(a)(1)(ii)]

«  Theschool’s eigibility expires.
[8600.40(a)(1)(iv)(A)]

«  Theschool’s provisional eligibility is revoked.
[8600.40(a)(1)(iv)(B)]

«  Theschool, one or more of its owners, or its chief
executive officer has pled nolo contendere to, or is
found guilty of, acrimeinvolving the acquisition, use,
or expenditure of Title IV funds—or has been
judicialy determined to have committed fraud
involving Title IV funds.

[8600.7(a)(3)]

«  Theschool losesits licensure or accreditation.
[8600.11(c); 8600.41(a)(ii)(C) and (D)]

«  Theschool undergoes achange of ownership resulting
in a change of control.
[8600.31(a)(1)]

«  Theschool stops providing educational programsfor a
reason other than a normal vacation period or natural
disaster that directly affects the school or its students.
[8600.40(a)(1)(iii)]

«  Theschool or acontrolling affiliate of the school files
for bankruptcy or isforced into bankruptcy by its
creditors.

[8600.7(a)(2)(A) and (B)]

«  The school’s accreditation is no longer recognized by
the Department because the school does not agree to
submit any dispute involving the final denial,
withdrawal, or termination of its accreditation or
preaccreditation to initial arbitration before initiating
any other legal action.

In addition, a school ceases to satisfy the definition of an
eligibleinstitution for participationin Title 1V programsif,
during the school’s latest complete award year, any of the
following conditions apply:

«  More than 50% of the courses offered by the school
were offered as correspondence courses—unless the
school isexempt under the Carl D. Perkins Vocational
and Applied Technology Education Act.
[8600.7(8)(1)(1)]

«  The percentage of the school’s regular enrolled
students who were enrolled in correspondence courses
is50% or more. A regular student isonewho is
enrolled or accepted for enrollment at the school for
the purpose of obtaining a degree, certificate, or other
recognized educational credential offered by the
school. A school isexempt from thisruleif it offersa
two-year or four-year degree program and the students
enrolled in the correspondence courses receive no
more than 5% of thetotal of TitlelV fundsreceived by
all students at the school. The school also is exempt if
itiseligible under the Carl D. Perkins Vocational and
Applied Technology Education Act.

[8600.7(a)(1)(ii)]

«  The percentage of the school’s regularly enrolled
students who are incarcerated is more than 25%. The
Department may waive thisruleif the school isa
nonprofit institution that provides 2-year or 4-year
educational programsfor which it awards an associate
or bachelor’s degree, or a postsecondary diploma.
[8600.7(a)(1)(iii) and (c)]

+  The percentage of the school’s regularly enrolled
studentswho had neither a high school diplomanor the
recognized equival ent of ahigh school diplomaismore
than 50%, and the school does not provide a 2-year or
4-year degree program. A nonprofit school may be
exempt from this ruleif it demonstratesto the
Department that it exceeds the 50% threshold because
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4.1.E School Code of Conduct

it serves, through government contracts, significant
numbers of such students. No more than 40% of the
school’stotal enrollment may consist of students who
lack a high school diploma, or its equivalent, and who
are not served through the government contracts.
[8600.7(a)(1)(iv) and (d)]

90/10 Rule for Proprietary Schools

Federal regulations stipulate that proprietary schools must
receive no more than 90% of their revenues from Title IV
funds. If aschool failsto meet this requirement, it is
ineligible to participate in all Title 1V student assistance
programs. Thisrequirement isknown asthe 90/10rule. The
formulafor determining the revenue percentagesisfoundin
34 CFR 600.5(d).

The determination of whether a proprietary school meets
this requirement is based on the school’s most recently
completed fiscal year. A school that failsto satisfy the
90/10 rule during its most recently completed fiscal year
loses its eligibility on the last day of that fiscal year.

A school has 90 days after the end of its most recently
completed fiscal year to report to the Department and each
applicable guarantor that it did not satisfy the 90/10 rulefor
that period.

If aschool determinesthat it did satisfy the 90/10 rule
during its most recently completed fiscal year, it must have
the independent certified public accountant who prepares
itsaudited financial statement report on the accuracy of the
school’s cal cul ation—based on performing an agreed-upon
procedure attestation engagement. The report must be
included as part of the audited financial statement.
[8600.5(a)(8); §600.5(d)—(g); 8600.40(a)(2); 8668.15]

Close-Out Procedures

When a schoal closes or otherwise loses its dligibility for
continued participation, federal regulations require that the
school perform aseriesof close-out procedures. The school
aso isrequired to implement the close-out procedures of
the appropriate state licensing authority.

[8600.5; 8600.7; 8600.40; 8668.26]

Delivery of Proceeds in Cases of Loss of School Eligibility

A school’sloss of eligibility impactsits ability to deliver
Title 1V funds to students. See Subsection 7.7.H and
Section 8.11 for additional information regarding the
disbursement and delivery of funds in the case of loss of
school eligibility or certification.

4.1.E
School Code of Conduct

As part of a Program Participation Agreement (PPA), the
school that has a preferred lender arrangement for the
purpose of offering FFELP or private education loans must
develop, publish, administer, and enforce acode of conduct
that appliesto the officers, employees, and agents of the
school.

The code of conduct must include the following:

« A ban on revenue-sharing arrangements. A school may
not enter into arevenue-sharing arrangement with any
lender. A revenue-sharing arrangement is defined as
any arrangement between a school and alender under
which the lender makes Title IV loans to students
attending the school (or to the families of those
students), the school recommends the lender or the
loan products of thelender and, in exchange, thelender
pays afee or provides other material benefits,
including revenue or profit-sharing, to the school or to
its officers, employees, or agents.

[HEA 8487(e)(1); DCL GEN-08-12/FP-08-10]

« A giftban. An employee of aschool financia aid office
may not receive gifts from alender, servicer, or
guarantor. An officer, employee, or agent of aschool’s
financial aid office or aschool officer or agent who has
responsibilities with respect to education loans may
not solicit or accept any giftsfrom alender, servicer, or
guarantor. A “gift” is defined as any gratuity, favor,
discount, entertainment, hospitality, loan, or other item
having monetary value of more than a de minimus
amount. Exceptions to this gift ban include the
following:

—  The school may accept brochures, workshops, or
trainings using standard materials relating to a
loan, default aversion and prevention, or financial

literacy.

—  The school may accept food, training, or
informational material provided as part of a
training session designed to improve the service of
alender, guarantor, or servicer if thetraining
contributesto the professional development of the
school’s officer, employee or agent.

Chapter 4: School Participation—November 2009
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4.2 Administrative Capability Standards

—  The school may accept favorable terms and
benefits on an education |oan provided to astudent
employed by the school if thosetermsand benefits
are comparableto those provided to all studentsat
the school.

— A lender or guarantor may conduct entrance and
exit counseling at aschool, aslong asthe school’s
staff arein control of the counseling and the
counseling does not promote the services of a
specific lender.

- Theschool may accept philanthropic
contributions from alender, guarantor, or servicer
that are unrelated to education loans or any
contribution that is not made in exchange for
advantage related to education loans.

—  The school may accept education grants,
scholarships, or financial aid funds administered
by or on behalf of a state.

[HEA 8487(e)(2); DCL GEN-08-12/FP-08-10]

« A school officer, employee, or agent working in the
school’sfinancial aid office or who hasresponsibilities
with respect to education loans may not accept from a
lender, or affiliate of any lender, any fee, payment, or
other financial benefit as compensation for any type of
consulting arrangement or contract to provide services
to or on behalf of alender relating to education loans.
[HEA §487(e)(3); DCL GEN-08-12/FP-08-10]

« A school may not assign, through award packaging or
other methods, alender to afirst-time borrower. In
addition, the school may not delay or refuse to certify
aloan based on the borrower’s choice of a particular
lender or guarantor.

[HEA §487(e)(4); DCL GEN-08-12/FP-08-10]

« A school may not request or accept fundsfrom alender
for private education loans, including funds for
opportunity pool loans to its students, in exchange for
providing concessions or promises to the lender for a
specific number of FFEL P loans made, insured, or
guaranteed; a specified loan volume; or a preferred
lender arrangement.

[HEA 8487(e)(5); DCL GEN-08-12/FP-08-10]

« A school may not request or accept assistance from a
lender with call center or financial aid office staffing.
However, aschool can receive assistance from alender
in the form of professional development training,
educational counseling materials aslong asthe

materialsidentify the lender that assisted in preparing
the materials, and short-term non-recurring staffing
assistance during emergencies or disasters.

[HEA 8487(e)(6); DCL GEN-08-12/FP-08-10]

«  Any employee of the school’s financial aid office or
who has responsibilities with respect to education
loans or financial aid that serves on an advisory board,
commission, or group established by alender or
guarantor, or group of lenders or guarantors, is
prohibited from receiving anything of value for the
service except for reimbursement of reasonable
expenses incurred by the employee for service on the
board.

[HEA 8487(e)(7); DCL GEN-08-12/FP-08-10]

4.2
Administrative Capability Standards

Both guarantors and the Department require, asacondition
of administrative capability, that a school designate a
capableindividual to administer and coordinate the FFEL P
with the school’s other federal and nonfederal aid
programs. The school must ensure that an adequate number
of qualified personnel are available to administer the loan
programs, as outlined in federal regulations.

To effectively manage these programs, a school may
contract with consultants or third-party servicers. A school
that contractswith an outside consultant or servicer remains
responsible for the proper administration of the programs.
The school cannot delegate this responsibility and remains
accountable if the consultant or servicer mismanages the
programs. The use of a consultant or servicer does not
relieve the school of itsresponsibilities to counsel students
on their rights and responsibilities or to provide students
with the required exit counseling on loan repayment and
debt management.

A school must demonstrate that it is capable of adequately
administering the FFEL P by meeting the following
additional requirements:

«  Theschool must administer the FFEL P with adequate
checks and balances as well as adequate internal
controls.

«  The school must divide the functions of authorizing
payments and delivering FFEL P funds.

«  The school must establish and publish standards for
measuring satisfactory academic progress (SAP).
These standards must, at a minimum, conform to the
standards detailed in the federal regulations.
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4.2.B Financial Aid Administrator Training

«  The school must provide required program and fiscal
reportsin atimely manner.

«  Theschool must show no evidence of significant
problems as determined in a program review.

«  Theschool must participate in the electronic processes
that the Department provides at no substantial charge
to the school. These processes will be identified in
notices published in the Federal Register. The
Department expects to provide these notices annually.
Schools are not restricted to using only software and
services provided by the Department.

[8668.16; §682.203(a)]

4.2.A
Financial Aid Administrator Responsibilities

A capable financial aid administrator (FAA) makes
effective use of the various types of financial assistance
(federal, institutional, state, private) available to the
school’s students. An FAA's other responsibilities include:

«  Ensuring that the Federal Stafford and PLUS Loan
Programs at the school are administered according to
federal regulations and guarantor policies.

«  Ensuring that each borrower receives adequate
financial aid and debt management counseling.

«  Ensuring that each student’s need-based financial aid
does not exceed the student’s need.

«  Ensuring that each student’sfinancial aid package does
not exceed the student’s cost of attendance.
[8682.603(e)(2)]

To fulfill his or her responsibilities, an FAA must
communicate effectively with other school offices (such as
the admissions office, the bursar’s office, and the veterans
affairs office). School administrators facilitate effective
financial aid administration by ensuring that
communication between these offices is open and timely,
and that all relevant information is shared. A school is
expected to have written procedures or information
indicating the responsibilities of the various offices with
respect to the approval, disbursement, and delivery of
Title IV program assistance. To properly package student
financial aid, the FAA must have coordinating—but not
necessarily controlling—authority for al financial aid
programs offered by the school.

A list of financia aid publications that may assist an FAA
in maintaining an effective program isincluded in Section
2.3.

To effectively manage the school’s programs, an FAA must
be supported by an adequate number of qualified staff
members. The number of staff members required depends
on the number of students to be counseled, the number of
applications to be evaluated and processed, the amount of
funds to be administered, and the type of financial aid
delivery system used by the school. A school’sfinancial aid
office must be staffed adequately to assist studentsin
applying for aid and to answer questions during standard
business hours. The functions of authorizing payments and
disbursing or delivering funds must be separated so that no
office has responsibility for both functions with respect to
any student receiving Title IV aid. The two functions must
be carried out by at least two organizationally independent
individuals who are not members of the same family.
Adequate staffing at one school may be considered
inadequate at another. A guarantor will evaluate the
adequacy of aschool’s staffing and the availability of its
personnel during any program review it conducts.
[8668.16(b) and (c)]

4.2.B
Financial Aid Administrator Training

When a school begins participation in any Title IV
program, the school is required to send at least two
representatives, including both its president or chief
executive officer (CEO) and financial aid administrator
(FAA), to the Department’s Fundamental s of Title IV
Administration Training workshop. Also, if a school
changes ownership, structure, or governance, its
representatives must attend the training (see Subsection
4.1.C). Thetraining must be completed up to 12 months
prior to but no later than 12 months after the school
executes its Program Participation Agreement (PPA) or
experiences a change in ownership, structure, or
governance.

The CEO may designate another school executive-level
officer to attend the training in lieu of the CEO. However,
the attending FAA must be the person designated by the
school to be responsible for administering the Title IV
programs at the school. If the school uses a consultant to
administer the Title IV programs, the consultant must
attend the training as the school’s FAA. However, the
Department strongly recommends that a financial aid
employee from the school attend thetraining a ong with the
consultant.

Chapter 4: School Participation—November 2009
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4.3 Financial Responsibility Standards

The school may request from the Department a waiver of
the training requirement for the FAA and/or the CEO. The
Department may grant or deny the waiver for the required
individual, require another official to take the training, or
require aternative training.

[8668.13(a)(2) and (3)]

Each school is strongly encouraged to develop afinancial
aid policy and procedures manual that outlines the forms
and procedures used in administering Title IV programs. A
publication provided by the Department—the FSA
Handbook—can assist inthetraining of an FAA or financial
aid staff and can serve as areference guide for the school.
The Department makes this and other publications
availableto schools participating in Title IV programs. For
more information on available publications and how to
order them, see Subsection 2.3.B.

An FAA may obtain additional information or assistance
from any of the following sources:

« Atraining conference provided by the Department or a
guarantor.

«  Theschool’sstate, regional, or national associations of
financial aid professionals.

«  Theappropriate U.S. Department of Education
regional office (see Appendix D for contact
information).

«  Guarantor newsletters.

«  Guarantor customer assistance units (see Section 1.5
for contact information).

«  Thefinancia aid publications listed in Section 2.3 of
this Manual.

4.3
Financial Responsibility Standards

Federal regulations require that a school meet all of the
following financial responsibility criteria:

«  Theschool must provide all services described in its
official publications and statements.

«  Theschool must properly administer the Title IV
programsin which it participates.

«  The school must meet all of itsfinancial obligations.
[8668.171(a)]

4.3.A
General School Financial Responsibility
Requirements

Financial Statements and Audit Requirements

Each year, aschool is required to submit to the
Department—for the school’s most recently completed
fiscal year—a financia statement prepared on an accrual
basisaccording to generally accepted accounting principles
and audited by an independent auditor or a government
auditor. The financial statement must be prepared in
accordancewith generally accepted auditing standards and,
if applicable, other guidance contained in the Office of
Management and Budget Circular A-133 or in the Office of
the Inspector General’s audit guides. The audited financial
statement and the compliance audit report may be separate
reports prepared by different auditors, provided that both
are conducted on afiscal-year basis and are submitted
together. The Department also may request other
documentation that it believesis necessary to make a
determination of financial responsibility. Asapart of its
financia statement, the school must include a detailed
description of related entities (as defined in the Statement
of Financial Accounting Standards) and should list parties
related to the school and details that would enable the
Department to readily identify the related entities. The
Department also may require the submission of additional
financial statements that define the school’s financial
relationships to related entities that have the ability to
significantly influence or control the school. A proprietary
school must disclose in afootnoteto itsfinancial statement
the percentage of its revenues derived from Title IV
programs during the covered fiscal year.

[8668.23(a)(4); §668.23(d)(1), (2), and (4)]

A school’s financial statement must be submitted annually
within 6 months of the end of its fiscal year. The
Department may request more frequent filings or, with
good cause, may extend the filing deadline.
[8668.23(a)(4)]

In addition, each year a school must submit to the
Department a compliance audit of its administration of
Title IV programs, conducted on afiscal-year basis by an
independent auditor. The compliance audit must be
submitted to the Department not more than 6 months after
the end of the school’s fiscal year. The compliance audit
must cover all Title 1V transactions in that fiscal year and

14
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4.3.A General School Financial Responsibility Requirements

all transactionsthat occurred sincethe period covered by its
last compliance audit. It must be conducted in accordance
with generally accepted standards for compliance audits
and procedures for audits contained in the Department’s
audit guide. The Department may also require the school to
provide copies of its compliance audit report to guarantors,
eligible FFELP lenders, state agencies, the Secretary of
Veterans' Affairs, or nationally recognized accrediting
agencies.

[8668.23(b)]

A school participating in a Title IV program is required to
submit audited financial statements and compliance audits
to the Department electronically through eZ-Audit.

A nonprofit or public school must submit copies of the A-
133 reports in writing to the Federal Audit Clearinghouse,
in addition to submitting the A-133 reportsto the
Department through eZ-Audit.

[07-08 FSA Handbook, Volume 2, Chapter 12, pp. 2-147 to
2-157]

Schools that have a compliance or financial audit
performed must allow the Department or its authorized
representative access to records, audit work papers, and
other documents necessary to review the audit, including
theright to obtain copies of those records, work papers, and
documents. The school must also require the auditor to
permit the Department or its authorized representative
access to its records and papers regarding the school’s
audit. In addition, the school must permit the Department or
its authorized representative access to any records or
documentation that would assist in the review of athird-
party servicer’'s compliance or financial statement audit.
[8668.23(e)]

A foreign school must also submit an audited financial
statement of the most recently completed fiscal year. If the
school received less than $500,000 (U.S)) in Title IV
program funds during that fiscal year, its audited financial
statement for that year may be prepared under the auditing
standards and accounting principles of the school’s home
country. If the foreign school received $500,000 (U.S.) or
more in Title IV program funds during its most recently
completed fiscal year, the school must submit its audited
financial statement in accordance with U.S. federal
regulation and satisfy the general standards of financial
responsibility outlined for schoolsin the United States, or
must qualify under an alternate standard of financial
responsibility specified in regulation.

[8668.23(d)(3); §668.175]

Past Performance Requirements

A school isnot considered financially responsibleif one or
more of the following situations exist:

+ A person who exercises substantial control over the
school, or any member of that person’s family, owesa
liability payment for aviolation of aTitle IV program
requirement or has exercised substantial control over
another school or athird-party servicer that owes a
liability payment for aviolation of aTitle IV program
reguirement. However, if the party to whom the
liability was assessed is making paymentsin
accordance with arepayment agreement, this factor is
not considered to reflect alack of financial
responsibility.

«  Theschool iscurrently limited, suspended, or
terminated as a participating FFEL P school by the
Department or by aguarantor, or the school has entered
into a settlement agreement to resolve such an action
within the preceding 5 years.

«  Theschool hashad an audit or program review finding
in its two most recent audits or program reviews that
resulted in the assessment of liabilities exceeding 5%
of the funds received by that school under Title IV for
any award year covered by that audit or program
review.

«  The school has been cited during any of the preceding
5yearsfor failure to submit acceptable, timely audit
reports as required in program regulations.

+  Theschool hasfailed to satisfactorily resolve
compliance problemsidentified in aprogram review or
audit.

[8668.174]

Administrative Actions

If the Department determinesthat aschool isnot financially
responsible, or if aschool does not submit its financial
statements and compliance audits within the required time
frame, the Department may initiate an action to fine the
school or to limit, suspend, or terminate the school’s
participation in Title IV programs.

[8668.171(a), (b), (d), and (e); 8668.172]
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4.3.B Specific Criteria for Determining School Financial Responsibility

4.3.B
Specific Criteria for Determining School
Financial Responsibility

Public Schools

Generally, apublic school is considered to be financially
responsibleif all of the following conditions are met:

«  Theschool notifiesthe Department that it isdesignated
asa“publicinstitution” by agovernment entity that has
legal authority to make that designation.

«  Theschool provides aletter from the designating
government entity confirming the school’s status as a
“public ingtitution.”

«  Theschool isnot in violation of any past performance
requirement.
[8668.171(C)]

Proprietary Schools and Private Nonprofit Schools

Generally, aproprietary school or private nonprofit school
is considered to be financially responsibleif all of the
following characteristics apply:

«  Theschool is current in its debt obligations.

«  Theschool’sfinancial statements do not contain a
statement in which the auditor has expressed doubt
about the continued existence of the school.

«  Theschool has not violated a Title IV program
requirement or affiliated persons do not owe aliability
for Title IV program violations.

«  Theschool has sufficient cash reserves to make
required refunds (see Subsection 4.3.C).

«  Theschool’sEquity Ratio, Primary Reserve Ratio, and
Net Income Ratio yield a composite score of at |east
1.5 (see Subsection 4.3.D).
[8668.171(b) and (d)]

A proprietary school or private nonprofit school that is not
considered to be financially responsible because it failed to
meet any of the standards of financial responsibility listed
above may begin or continue to participate in the Title IV
programs by qualifying under an alternative standard, as
determined by the Department.

[8668.175]

4.3.C
Sufficient Cash Reserve Requirements

A school is considered to have sufficient cash reservesto
make required returns of unearned Title |V fundsif the
school meets at least one of the following criteria:

«  Theschool satisfies the financial responsibility
standards for public schools.

« Theschool islocated in, and islicensed to operatein,
astatethat hasaDepartment-approved tuition recovery
fund to which the school contributes.

- The school demonstrates that it returns unearned
Title IV fundsin atimely manner for students who
withdraw from the school. For moreinformation onthe
timely return of unearned Title 1V funds, see
Subsection 9.5.B.

[8668.171(b)(2); 8668.173(a)]

Compliance Threshold

A school failsto demonstrate that it has sufficient cash
reserves for the timely return of unearned Title 1V fundsif,
in acompliance audit conducted by an independent auditor
or by the Office of the Inspector General, or in a program
review conducted by the Department or a guarantor, the
auditor or reviewer finds one of the following:

«  The sample of student records audited or reviewed
shows that the school did not return unearned Title IV
funds timely for 5% or more of the studentsin the
sample. For purposes of determining this compliance
threshold percentage, the sample includes only
students for whom the school was required to return
unearned funds during the most recently completed
fiscal year. The Department does not consider a school
to be out of complianceif it is cited becauseit did not
return unearned funds in atimely manner for one or
two students or for less than 5% of the studentsin the
sample.

«  Thereview reveals a material weakness or reportable
condition in the school’s report on internal controls
relating to the return of unearned Title IV funds.

If afinding in an audit or review shows that the school
exceeded the 5% compliance threshold for either of itstwo
most recently completed fiscal years, and if the school
satisfies the sufficient cash reserve standard only by its
timely return of unearned Title IV funds, the school must
submit an irrevocable letter of credit acceptable and
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4.3.D Composite Score

payable to the Department. The letter of credit must equal
25% of the total amount of unearned Title IV fundsthat the
school was required to return during the school’s most
recently completed fiscal year. The school must submit the
letter to the Department no later than 30 days after the
earliest of the following:

The date the school isrequired to submit its
compliance audit.

«  The date the Office of the Inspector General issues a
final audit report.

«  Thedate the designated Department official issuesa
final program review determination.

«  Thedatethe Department issues apreliminary program
review report or draft audit report, or aguarantor issues
apreliminary report, showing that the school did not
return unearned funds for more than 10% of the
sampled students.

«  Thedate the Department sends a written notice to the
school requesting a letter of credit that explains why
the school has failed to return unearned fundsin a
timely manner.

Exceptions to Letter of Credit Requirement

A school that is otherwise required to submit an irrevocable
letter of credit acceptable and payable to the Department
may be eligible for an exception if one of the following
situations exists:

. Thecalculated amount of unearned Title 1V fundsthat
were not returned timely is less than $5,000 and the
school can demonstrate that it has cash reserves of at
least $5,000 available at all times. In this situation, the
school is not required to submit the letter of credit.

«  The school submits documents showing that the
unearned Title IV funds were not returned in atimely
manner solely because of exceptional circumstances
beyond the school’s control, and demonstrates that the
school would not have exceeded the 5% compliance
threshold had it not been for these exceptional
circumstances.

«  The school submits documents showing that it did not
fail to make timely refunds of unearned Title IV funds.

In either of the last two instances, the school may delay
submitting the letter of credit and request that the
Department reconsider a finding made in its most recent
audit or review report.

The school’s request for consideration and supporting
documentation must be submitted to the Department no
later than the date the school would otherwise be required
to submit aletter of credit. If the Department deniesthe
school’s request for an exception to the letter of credit
requirement, the school will be notified of the date by
which it must submit the letter of credit.

[8668.15(b)(5); 8668.171(b)(2); 8668.173]

4.3.D
Composite Score

The composite score determinesthe overall financial status
of aparticipating proprietary or private nonprofit school.
The Department uses a school’s audited financial
statements to calculate the composite score, which is
derived from a combination of the following threeratios:

«  ThePrimary Reserve Ratio, indicating the measure of
aschool’s expendable or liquid resourcesin relation to
itsoverall size.

«  The Equity Ratio, measuring the amount of total
resources financed by the owner’sinvestments,
contributions, or accumulated earnings.

«  TheNet Income Ratio, providing adirect measure of a
school’s profitability and ability to operate within its
means.

The three ratios are adjusted by strength factors and
weighting factors and are then added together to arrive at a
composite score. This process permits a meaningful
comparison of the relative financial strength of schools of
different sizesand types. A school’sfinancial responsibility
is determined by this composite score. Composite scores
range from —1.0 to +3.0, with afactor of —1.0 indicating
relative financial weakness and a factor of +3.0 indicating
financial stability. Schools that achieve a composite score
of at least 1.5 are considered financially viable.

The chart on the next page contains the ratios, strength
factors, and weighting factors for calculating a school’s
composite score.

[8668.171; 8668.172]
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4.3.D Composite Score

Calculating the Composite Score for Proprietary Schools and Private Nonprofit Schools Figure 4-1

The following steps illustrate how the Department calculates a school’s composite score.

Step 1: From the school’s financial statement information, calculate three financial ratios.

Ratios Proprietary Schools Private Nonprofit Schools
Primary Reserve Ratio Adjusted Equity Expendable Net Assets
Total Expenses Total Expenses
. . Modified Equity Modified Net Assets
Equity Ratio Modified Assets Modified Assets
Net Income Ratio Income Before Taxes Change in Unrestricted Net Assets
Total Revenues Total Unrestricted Revenues

Step 2: Use the three ratios from step 1 to determine the appropriate strength factor scores.

Proprietary Schools Private Nonprofit Schools

Primary Reserve Ratio x 20 = Strength Factor Score Primary Reserve Ratio x 10 = Strength Factor Score
Equity Ratio x 6 = Strength Factor Score Equity Ratio x 6 = Strength Factor Score

(Net Income Ratio x 33.3) + 1 = Strength Factor Score If Net Income Ratio is positive:

(Net Income Ratio x 50) + 1 = Strength Factor Score

If Net Income Ratio is negative:
(Net Income Ratio x 50) + 1 = Strength Factor Score

If Net Income Ratio is O:
Strength Factor Score = 1

Step 3: Multiply each of the three strength factor scores from step 2 by the appropriate weighting factor.

Primary Reserve Weighting Factor Equity Weighting Factor Net Income Weighting Factor
Proprietary 30% 40% 30%
Private Nonprofit 40% 40% 20%

Step 4: Add the three weighted strength factor scores from step 3 to obtain the composite score.

Composite Score Interpretation
151t03.0 School meets the composite score requirements.
-1.0to 1.4 School does not meet the composite score requirements, but may participate under alternative requirements.

[Appendix A and Appendix B to Subpart L of 8668; DCL GEN-01-02]
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4.4 A Recommended Lender Lists

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 parentsalist 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 |oans 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
individuals 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

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 itslist 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 arecommended lender
list, or that has not been able to identify three or more
unaffiliated lenders to make loans to its students and
parents, may provide aternative information to assist its
students and/or parents with their choice of lender. The
school may provide either of the following:

«  Thenames of lendersthat haveindicated awillingness
to make loans to students and their parents for
attendance at the school.

« A comprehensive list of lenders that have made |oans
inthe past threeto five years (or some other timeframe
established by the schoal) to studentsand parentsat the
school and that have indicated awillingnessto
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 information, the
school must not provide any additional information about
any lender onthelist it offers, must make clear that it is not
endorsing any lender, and must clearly state that the student
and/or parent may choose any FFEL Plender that will make
loans 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 statutory and regulatory
requirements, as outlined in the HEA 8485 and Subpart D
(Institutional and Financial Assistance Information for
Students) of the Student Assistance General Provisions.
(The school should refer to §668.41 through §668.48.) The
school aso may wish to consult other Department of
Education publications, such as the 08-09 FSA Handbook,
Volume 2, Chapter 6 for more information on student
consumer information requirements. The school’s student
consumer information plays an essentia role in ensuring
that prospective students receive enough information about
the school and its programs to make an informed decision
about where the student will pursue his or her
postsecondary education. Auditors and program reviewers
will examine the school’s written student consumer
information for accuracy, completeness, and adherence to
the requirements outlined in federal regulations.

A prospective student isan individual who has contacted an
eligible school to request information about admission to
the school. The school must make information available to
a prospective student prior to the student’s enrolling or
entering into any financial obligation with the school. The
school may use an Internet Website to provide information
to prospective students; however, the school may not use an
Intranet Website. The school may use an Internet Website
or an Intranet Website that is reasonably accessible to the
individuals to whom the information must be disclosed to
provide information to enrolled students.

[8668.41]

Information for Student Athletes Who Are Offered
Financial Aid

When a school participating in any Title [V program offers
apotential student athlete athletically related financial 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
requirements of HEA 8485(e), §668.41(b) and (f), and
8668.48. The school also must submit the report produced
to provide information to these students to the Department
by July 1 of each year. A school’s responsibilities may be
satisfied if all of the following criteria are met:

«  Theschool isamember of anational collegiateathletic
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 8668.48.
[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 revise information for each award
year in which it participatesin any Title IV program. In
developing student consumer information, schools new to
Title 1V programs may find it helpful to review other
schools' catal ogs. However, each school remains ultimately
responsiblefor the accuracy and completeness of itsstudent
consumer information.

Financial Aid Information

A school must provide financia aid information regarding
its programs, including a description of all federal, state,
local, private, and ingtitutional aid programsto enrolled and
prospective students. For each listed financial aid program,
the school’s student consumer information must include,
but is not limited to, descriptions of:

[HEA 8485(a)(1)(A); §668.42(a)]

«  The procedures (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)]
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4.4.B Consumer Information

«  Thecriteria used 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)]

Funding Education Beyond High School: The Guide to
Federal Student Aid, afree booklet published by the
Department, provides schools with an excellent source of
material for developing descriptions of Title IV programs.
A school may obtain copiesby calling (800) 4-FED-AID or
by mailing a request to:

Federal Student Financial Aid Information Center
Federal Student Aid

PO. Box 84

Washington, DC 20044

Student Rights and Responsibilities

A school’s student consumer information must include a
description of student rights and responsibilities
specifically addressing financial aid under the Title IV
programs. This description must include, but is not limited
to, the following:

«  Thecriteriafor continued student eligibility under each
program.
[8668.42(c)(1)]

«  The standards by which the school determines, for the
purpose of awarding financial assistance, whether a
student is making satisfactory academic progress
(SAP), and the criteria that must be met by a student
who has failed to maintain SAP to reestablish
eligibility for assistance.

[8668.42(c)(2)(i) and (ii)]

- Information on how and when a student will receive
financial aid payments.
[8668.42(c)(3)]

«  Thetermsand conditions of any FFELP, FDLP, or
Federal Perkinsloan a student receives as part of a
financial aid package and a sample loan repayment
schedule. Loan terms that should be disclosed include
the interest rate, the total amount that must be repaid,
the regquirements on when repayment must begin, and
thelength of timeallotted for repayment. The necessity
of repaying the loan should be emphasized. Additional

information must be provided during entrance and exit
counseling sessions.
[HEA §485(a)(1)(M); §668.42(c)(4) and (6)]

«  Thegenera conditions and terms applicable to any
employment provided to a student as part of the
student’s financial aid package (for students receiving
aid under the Federal Work-Study Program).
[8668.42(c)(5)]

To assist schools in meeting the student consumer
information requirements, each MPN includes detailed
information on theterms of the borrower’sloan. By signing
the Federal PLUS Loan Application and Master
Promissory Note (PLUS MPN) or the Federal Stafford
Loan Master Promissory Note (Stafford MPN), the
borrower certifies that he or she has read the information
and understands the terms of the loan, including the rights
and responsibilities related to that loan. To ensure that this
information is adequately communicated to the prospective
student or borrower, the guarantor recommends that the
information be summarized in the school’s student
consumer information.

Additional Student Consumer Information

Upon request, a school must make readily available to
enrolled and prospective studentsinformation regarding the
school and its administration and academic standards.
Information about the school must include, but is not
limited to, the following:

«  The cost of attending the school, including:

—  Tuitionand feescharged to full-time and part-time
students.
[8668.43(a)(1)(i)]

- Estimated costs for necessary books and supplies.
[8668.43(a)(1)(ii)]

- Edtimates of typical costs for room and board.
[8668.43(a)(1)(iii)]

—  Estimates of transportation costs for students.
[8668.43(a)(1)(iv)]

- Any additional costs for a particular program in
which a student is enrolled or expresses an
interest.

[8668.43(a)(1)(V)]
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4.4.B Consumer Information

«  Any refund policy with which the school isrequired to
comply for the return of unearned tuition and fees or
other refundable charges paid to the school.
[8668.43(a)(2)]

«  Therequirements and procedures for officially
withdrawing from the school.
[8668.43(a)(3)]

« A summary of the requirements under 8668.22 for the
return of Title 1V loan or grant assistance. For more
information on school requirements for returning
Stafford or PLUS loan funds, see Section 9.5.
[8668.43(a)(4)]

«  Theschool’s current degree programs and other
educational and training programs, and any plans the
school has to improve its academic programs.

[HEA 8485(a)(1)(G); §668.43(a)(5)(i)]

«  Theschool’sinstructional, laboratory, and other

physical facilities that relate to its academic programs.

[8668.43(a)(5)(ii)]

«  The school’s faculty and other instructional personnel.

[§668.43(2) (5)((iii)]

«  Thenames of the school’s accrediting or licensing
organizations and the procedures under which any
current or prospective student may review—upon
request—a copy of the documents describing the
school’s accreditation, approval, or licensing.
[8668.43(a)(6) and (9)]

«  Specid facilitiesand servicesavailableto studentswho
are physically challenged. This information may
include detailed descriptions of al facilities (such as
ramps and special parking arrangements) and services
(such as special tutors, library books in Braille, and
audio-visual materials available). If the school has
chosen not to provide specia facilities or services, the
school may report that no facilities exist to
accommodate students with special needs.
[8668.43(a)(7)]

«  Thetitles of designated school personnel that are
available on afull-time basis to assist students and
prospective students in obtaining consumer
information about the school—with information on
how and where those persons may be contacted.
[8668.43(a)(8); §668.44]

For schools with study-abroad programs, a statement
to the effect that enrollment in the foreign school is
equivaent to enrollment in the home school for
purposes of establishing Title 1V eligibility.
[8668.43(a)(9)]

For schools that use job placement statisticsin
recruiting students, the most recent available data
concerning job placement statistics, graduation
statistics, and any other information necessary to
substantiate the truthfulness of the advertisements.
[8668.14(b)(10)(i)]

The school’s annual security report containing the
school’s security policies and crime statistics. A
foreign school is not required to collect and distribute
areport on campus crime statistics, but must keep a
daily crimelog and make timely warnings of crimesto
the campus community.

[HEA 8485(f)(1); §668.46; DCL GEN-08-12]

The school’s current campus policies regarding
immediate emergency response and evacuation,
including the use of electronic and cellular
communication (if appropriate).

[HEA 8485(f)(1)(J)]

The school’s policies on unauthorized peer-to-peer file
sharing, including disciplinary actions that are taken
against students who use the school’s information
technology system to engage in unauthorized
distribution of copyrighted materials. Annually, a
school must explicitly inform students that a student
may be subject to civil and criminal penalties for
unauthorized distribution of copyrighted material,
including unauthorized peer-to-peer file sharing.
[HEA 8485(a)(1)(P)]

Student body diversity at the school, including
information on the percentage of enrolled, full-time
students who are male, female, receive a Federal Pell
grant, and are a self-identified member of amajor
racia or ethnic group.

[HEA §485(8)(1)(Q)]
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4.4.B Consumer Information

«  From data gathered through alumni surveys, student
satisfaction surveys, the National Survey of Student
Engagement, the Community College Survey of
Student Engagement (as applicable), state data
systems, or other relevant sources:

- Information about employment placement and the
types of employment obtained by graduates of the
school’s degree or certificate programs.

[HEA 8485(a)(1)(R)]

- Thetypes of graduate and professional education
in which graduates of the school’s four-year
degree programs enrolled.

[HEA 8485(a)(1)(9)]

«  Theschool’sannual fire safety report and its campus
fire safety practices and standards. A school must
publish such areport if it maintains on-campus student
housing facilities.

[HEA 8485(a)(1)(T) and 8485(i)]

«  Theretention rate of certificate- or degree-seeking,
first-time, full-time undergraduate students entering
the school.

[HEA 8485(a)(1)(U)]

«  Theschool’s palicies regarding vaccinations.
[HEA 8485(a)(1)(V)]

Drug Conviction Penalty Information

Upon a student’s enrolIment, a school must provide the
student with a separate, clear, and conspicuous written
notice of the penalty (i.e., theloss of Title IV dligibility) if
the student is convicted of a state or federal offense
involving the possession or sale of anillegal drug that
occurred while the student was enrolled in school and
receiving Title 1V aid. See Section 5.8 for detailed
information about the time frame for which a student loses
Title 1V eligibility based on whether the student is
convicted of afirst, second, or third offense for drug
possession, or afirst or second offense for drug sale.
[HEA 8485(k)(1)]

A school must provide a student who loses Title IV
eligibility dueto adrug-related conviction with atimely,
separate, clear, and conspicuous written notice. The notice
must advise the student of hisor her loss of Title IV
eligibility and thewaysinwhich the student may regain that
eligibility (see Section 5.8).

[HEA 8485(k)(2)]

Transfer-of-Credit Policy

A school must publicly disclose its transfer-of -credit
policiesincluding, at a minimum, the criteria the school
uses regarding the transfer of credit earned at another
school and alist of other schools with whom the school has
established an articulation agreement. An articulation
agreement is an agreement among schoolsthat specifiesthe
acceptability of transfer courses toward meeting specific
degree or program requirements. The Department may not
require aschool to establish a particular policy, procedure,
or practice regarding transfer of credit.

[HEA 8485(h); HEA 8486A(a)]

Missing Person Policy

A school that provides on-campus housing must establish a
missing student notification policy for students who reside
in on-campus housing. The policy must, at minimum,
inform each such student of al of the following:

« A student may confidentially register contact
information for an individual the school will contact no
later than 24 hours after the school determines that the
student is missing.

«  The school must notify a custodial parent or guardian
no later than 24 hours after the school determines that
astudent who is under 18 years of age, and not an
emancipated minor, is missing.

+  Theschool will notify the appropriate law enforcement
agency no later than 24 hours after the school
determines that the student is missing.

See HEA 8485(j) for additional information about the
reguirements for a school’s response to a report that a
student residing in on-campus housing is missing.
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4.4.C Entrance Counseling

4.4.C
Entrance Counseling

A school must ensure that entrance counseling is provided
in a simple and understandable manner to al of the
following:

«  Each student borrower who is obtaining hisor her first
Stafford loan, unless he or she has previously received
a Stafford or Direct Stafford |oan.

«  Each graduate or professional student borrower whois
obtaining hisor her first Grad PLUS loan, unlesshe or
she has previously received aPLUS loan, a Direct
PLUSIloan, aGrad PLUSIoan, or aDirect Grad PLUS
loan.

Entrance counseling must be provided at or prior to thetime
of the first disbursement of aloan is released, and may be
conducted by any of the following methods:

«  In-person presentation.

«  Providing counseling materials to the borrower,
including a separate written form that the borrower
must sign and return to the school.

« Interactive electronic means, where the borrower
acknowledges receipt of the information.
[HEA 8485(1)(D)(A)(ii)(111) and (B)]

If entrance counseling is conducted through interactive
electronic means, the school must ensure that each student
borrower receivesthe counseling materials and participates
in and compl etes the counseling. The school must ensure
that an individual with expertisein the TitlelV programsis
reasonably available shortly after the counseling has been
conducted to answer questions regarding these programs.
For students enrolled in acorrespondence program or study
abroad program that the home institution approves for
credit, the school may provide counseling materialsin a
separate written form that the borrower signsand returnsto
the school.

[HEA 8485(1)(A); 8682.604(f)(1) and (2)]

When counseling is conducted by another party, the school
remains responsiblefor ensuring that each student borrower
receives the counseling materials and participatesin and
completes entrance counseling.

[8682.604(f)(3)]

A school must ensure that information on the following
subjectsis provided to afirst-time Stafford borrower who
has not previously received a Stafford or Direct Stafford
loan or to afirst-time Grad PLUS borrower who has not
previously received a Stafford or Direct Stafford loan, a
PLUSor Direct PLUSIoan, or aGrad PLUS or Direct Grad
PLUS loan:

+  Theuse of the Master Promissory Note (MPN). This
may include the multi-year feature and borrower loan
control points (e.g., affirmative or passive
confirmation, cancellation or reduction of the loan
amount, and revocation of the MPN). See Subsection
2.2.A for more information on using an MPN.
[8682.604(f)(1)(i); 8682.604(f)(2)(iii)]

«  The seriousness and importance of the repayment
obligation that the borrower is assuming.
[8682.604(f)(1)(ii); 8682.604(f)(2)(iii)]

+  How interest accrues and is capitalized during periods
when the interest is not paid by either the borrower or
the Department.

[HEA 8485(1)(2)(C)]

« Inthecase of a Grad PLUS loan or unsubsidized
Stafford loan, that the borrower has the option to pay
interest that accrues while the borrower isin school.
[HEA 8485(1)(2)(D)]

«  The effect of accepting the loan on the borrower’s
eigibility for other forms of student financial
assistance.

[HEA 8485(1)(2)(A)]

«  Theschool’s definition of half-time enrollment during
both regular and summer terms and the consequences
of not maintaining half-time enrollment.

[HEA 8485(1)(2)(E)]

«  Theimportance of contacting the appropriate offices at
the school if the borrower withdraws prior to
completing the program so that the school can provide
required exit counseling that will include information
on the borrower’s repayment options and loan
consolidation.

[HEA 8485(1)(2)(F)]

+  Thename and contact information for the individual
the borrower may contact if the borrower has any
questions about the borrower’s rights and
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4.4.C Entrance Counseling

responsibilities, or the terms and conditions of the
loan.
[HEA 8485(1)(2)(K)]

«  Theobligation to repay the full amount of the Stafford
or Grad PLUS loan, even if the student borrower does
not complete the program, is unable to obtain
employment upon completion, does not complete the
program within the regular time frame normally
required for program completion, or is otherwise
dissatisfied with or does not receive the educational or
other services that the borrower purchased from the
school (the school or the school designee must provide
thisinformation to all of the school’sstudent borrowers
except those who receive aloan made or originated by
the schoal).

[HEA 8485(1)(2)(H); 8682.604(f)(1)(iv);
8682.604(f) (2)(iii)]

«  Sample monthly repayment amounts based on arange
of borrower levels of indebtedness or on the average
indebtedness of the |oan types applicable to the
borrower, asfollows:

—  Stafford loan borrowers.

- Student borrowers with Stafford and Grad PLUS
loans at the same school and in the same program
of study at the same school.

[HEA 8485(1)(2)(G)(ii); §682.604(f)(1)(v)]

«  Theavailahility of the National Student Loan Data
System (NSLDS), where and how it can be accessed,
and how the borrower can use the information found
there.

[HEA 8485(1)(2)(J)]

«  Thelikely consequences of default, including adverse
credit reports, federal delinquent debt collection
procedures, federal offset, and litigation.

[HEA 8485(1)(2)(1); 8682.604(f)(1)(ii);
8682.604(f)(2)(iii)]

For a Grad PLUS borrower who has received a prior
Stafford or Federal Direct Stafford loan, a school must
ensure that the following information is provided:

«  Sample monthly repayment amounts based on arange
of borrower levels of indebtedness or on the average
indebtedness of borrowers with Stafford and Grad
PLUS loans at the same school or in the same program
of study at the same school.

« A noticethat includes all of the following information:

—  Themaximum interest rate for a Stafford loan and
the maximum interest rate for aGrad PLUS loan.

— Information regarding the periods when interest
accrues on a Stafford loan and periods when
interest accrues on a Grad PLUS loan.

— Thepoint at which a Stafford loan enters
repayment and the point at which a Grad PLUS
loan enters repayment.

[8682.603(d)(1)(i) through (iii); 8682.604(f)(2)(i)
and (ii)]

A school may provide the information required in this

noticeinitsfinancial aid award letter or by another means.
However, aschool must provide the noticeto a Grad PLUS
borrower who has not requested his/her maximum Stafford
eligibility before the school certifiesa Grad PLUS loan for
the borrower. See Subsection 6.15.C for more information.

A school may provide comprehensive entrance counseling
materials that meet the minimum entrance counseling
requirementsfor Grad PLUS borrowerswith prior Stafford
loansand Grad PLUSIoan borrowerswithout prior Stafford
loans.

[08-09 FSA Handbook, Volume 2, Chapter 6, pp. 2-80 - 81
and 2-84]

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

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

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

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

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

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

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

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

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

«  Anexplanation of loan sales and the servicing of loans.

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

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

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

A school must maintain arecord to substantiate the school’s
compliance with the entrance counseling requirement for
each borrower. For detailed information on entrance
counseling, aschool may consult 8682.604(f) and the 08-09
FSA Handbook, Volume 2, Chapter 6, pp. 2-80 to 81.
[8682.604(f); DCL GEN-98-25/98-G-315/98-L-211; DCL
GEN-99-9]

4.4.D
Exit Counseling

A school must ensure that exit counseling is conducted
shortly before any Stafford or Grad PLUS loan borrower
ceases enrollment on at least a half-time basis. The school
or another party may conduct exit counseling in person, by
audiovisual presentation, or by interactive electronic
means. The school must ensure that an individual with
expertisein the Title IV programsis reasonably available
shortly after the exit counseling has been conducted to
answer the borrower’s questions.

If a borrower withdraws without the school’s prior
knowledge, or failsto complete the required exit
counseling, the school must ensurethat exit counseling was
provided through interactive el ectronic meansor by mailing
written materials to the borrower at his or her last known
address within 30 days after learning that the borrower
withdrew from school or failed to complete the exit
counseling asrequired. For astudent borrower enrolledina
study-abroad program that the home institution approves
for credit, or in acorrespondence program, the school may,
as an dternative to in-person, audiovisual, or interactive

electronic means, provide written exit counseling materials
by mail within 30 days after the student completes the
program.

[8682.604(g)(1)]

When counseling is conducted by another party, the school
remains responsible for ensuring that each borrower
receives the counseling materials and participatesin and
completesexit counseling. A school must maintain arecord
to substantiatethe school’scompliance with exit counseling
requirements for each borrower.

[8682.604(g)(3) and (4)]

The school must ensure that the borrower provides the
school with his or her current name, address, Social
Security number, references, and driver’s license number
and state of issuance (if any). The school also must ensure
that the student borrower provides his or her permanent
address, the name and address of his or her expected
employer (if known), and the address of his or her next of
kin. The school must ensure that thisinformation is
provided to each guarantor listed in the borrower’s records
within 60 days after the borrower provides the information.
[8682.604(g)(2)(vi)]

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

«  The average anticipated monthly repayment amount
based on the borrower’s indebtedness or based on the
average indebtedness of Stafford loans or a
combination of Stafford and Grad PLUS loans,
depending on the types of loans the borrower has
obtained, at the same school or in the same program of
study at the same schooal.

[8682.604(9)(2)(1)]

«  Available repayment schedules including standard,
graduated, extended, income-sensitive, and income-
based, including a description of the different features
of each repayment schedule, sample information
showing the average anticipated monthly payments
under each, and the differenceininterest paid and total
payments under each.

[HEA 8485(b)(1)(A)(i); §682.604(g)(2)(ii); DCL
GEN-08-12/FP-08-10]

«  Debt-management strategies that would facilitate

repayment.
[HEA §485(b)(1)(A)(ii); §682.604(q)(2)(iii)]
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4.4.D Exit Counseling

«  Anexplanation of the borrower’s options to prepay
each loan, pay each loan on a shorter schedule, and
change repayment plans.

[HEA 8485(b)(1)(A)(iii)]

The terms and conditions under which the borrower
may defer or forbear repayment, or obtain afull or
partial discharge, forgiveness, or cancellation of the
principal and interest.

[HEA 8485(b)(1)(A)(iv) and (v); 8682.604(9)(2)(V)]

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

The likely consequences of default, including adverse
credit reports, federal delinquent debt collection
procedures, federal offset, and litigation.

[HEA 8485(b)(1)(A)(vi); §682.604(g)(2)(iv)]

The effects of obtaining a Consolidation loan,
including al of the following:

— Thetotal interest to be paid, the fees to be paid,
and the length of repayment.

- How consolidation affects aborrower’s
underlying loan benefits, including grace periods,
loan forgiveness, cancellation, and deferment
opportunities.

—  That the borrower has the option to prepay the

Consolidation loan or to change repayment plans.

— A statement that borrower benefits vary among
lenders.
[HEA 8485(b)(1)(A)(vii)]

A general description of the types of tax benefits that
may be available to the borrower.
[HEA 8485(b)(1)(A)(viii)]

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

The use of the Federal Stafford Loan Master
Promissory Note (Stafford MPN).
[8682.604(g)(2)(iv)]

«  Theobligation to repay the full amount of the loan—
evenif the borrower has not completed the program, is
unable to obtain employment upon completion, or is
otherwise dissatisfied with or does not receive the
educational or other services the borrower purchased
from the school. (The school or the school designee
must provide thisinformation to all of the school’s
borrowers except those who receive aloan made or
originated by the schoal).

[8682.604(g)(2)(iv)]

«  Theavailahility of Title IV loan information in the
National Student Loan Data System (NSLDS) and how
it can be used to obtain information on the status of the
borrower’sloans. In addition, aschool must ensurethat
the borrower is provided the NSLDS disclosure form
developed by the Department.

[HEA 8485(b)(1)(A)(ix) and §485B(d)(3)]

A copy of the Department’s publication that describes
the federal student aid programs.
[HEA 8485(b)(1)(A)(iv) and §485(d)(1)]

* As of thiswriting, the Department has not informed the
FFELP community which of its publications it intends to
use to fulfill the requirements described in the last two
bullets above.

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

The current name and address of the borrower’s
lender(s).

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

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

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

Additional information that the Department recommends
including in exit counseling can be found in the 08-09 FSA
Handbook, Volume 2, Chapter 6, pp. 2-82 to 2-83.
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4.5 Recordkeeping Requirements

4.5
Recordkeeping Requirements

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

A discussion of the key records a school is required to
maintain for the FFEL P follows. Additional information on
school recordkeeping requirements for al Title 1V
programs—including a comprehensive listing of required
records—can be found in the 08-09 FSA Handbook,
Volume 2, Chapter 9, pp. 2-103 to 2-110. Schools must
maintain any program record that documents compliance
with Title IV program requirements.

Schools should consult state recordkeeping requirementsto
determine whether state requirements supersede these
federa requirements.

Program Records

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

«  Theschool’s digibility to participate in the FFELP.
[8668.24(a)(1)]

«  Thedigibility of the school’s educational programsfor
FFELP funds.
[8668.24(a)(2)]

«  Theschool’s administration of the FFELP in
accordance with all applicable requirements.
[8668.24(a)(3)]

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

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

«  Theschool’s delivery of FFELP funds.
[8668.24(a)(6)]

Fiscal Records

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

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

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

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

Loan-Related Records

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

+ A record of any passive or affirmative confirmation
processes the school used in support of the Master
Promissory Note (MPN). The documentation may be
kept in paper or electronic format. Because this may
affect the enforceability of loans, the documentation
must be retained indefinitely.

[8682.610(b)(6); 08-09 FSA Handbook, Volume 2,
Chapter 9, p. 2-106]

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

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

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

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

«  For loans made using either the Stafford MPN or the
PLUS MPN, a copy of the loan certification—or
certification data, if submitted electronically to a
lender or a guarantor—including the name of the
borrower, and for parent PLUS loans, the name of the

dependent student on whose behalf the loan was made.

[8682.610(b)(1)]

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

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

—  Theloan amount, the payment period, and the
period of enrollment for which the loan was
intended.

[8668.24(c)(1)(iv)(A)]

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

[8668.24(c)(1)(iv)(B)]

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

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

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

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

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

«  Theschool’sreceipt date for each disbursement of the
loan.
[8668.24(c)(1)(iv)(B)]

«  For loans disbursed to the school by copayable check,
the date the school endorsed each check.
[8682.610(b)(3)]

«  For loansdisbursed by electronic fundstransfer (EFT)
or by master check, the student or parent borrower’s
authorization to the school to transfer the initial and
subsequent disbursements to the student’s school
account. For loans made using an MPN, the
authorization for disbursement by EFT or master check
ontheinitial or any subsequent loan isincluded on the
MPN.

[8682.610(b)(5)]

«  Any required reports or forms and any records needed
to verify datareported in those reports or forms.
[8668.24(c)(1)(vi)]

«  Documentation supporting the school’s cal culation of
its completion and graduation rates.
[8668.24(c)(1)(vii); 8682.610; 08-09 FSA Handbook,
Volume 2, Chapter 9, p. 2-107]

Retention Period

A school—and its successor owners, if applicable—must
keep all required records relating to a student or parent
borrower’s eligibility for, and participation in, the FFELP
for 3 years after the end of the award year in which the
student last attended the school. In addition, aschool must
keep copies of al reports and forms used by the school to
administer FFELP loansfor 3 years after the end of the
award year in which those records were submitted. Any
recordsrelating to aloan, claim, or expenditure questioned
in an audit, program review, investigation, or other review
must be retained until the later of the resolution of the
question or the end of the retention period applicableto the
record.

Schools are encouraged to keep records longer than the
minimum 3-year period to aid in their defense of cohort
default rate appeals, claims of false certification, or other
borrower defenses.

[8668.24(e)(2) and (3)]

Media Formats

Records may be kept in hard copy or in other mediaformats
(such as microform, computer file, CD-ROM, or optical
disk). Except for the SAR and ISIR, all records must be
retrievablein acoherent hard-copy format or in other media
formats acceptable to the Department. The SAR must be
maintained in either its original hard-copy format or in an
imaged format. The ISIR, which is an eectronic record,
must be maintained in the same format in which it was
received.
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4.6 Third-Party Servicers

Any imaged mediaformat must be capable of reproducing
an accurate, legible, and complete copy in approximately
the same size as the original document. If a document
contains a signature, seal, certification, or any other
validating mark, it must be maintainedin original hard copy
or in an imaged media format.

[8668.24(d)(3)]

Availability of Records

A school’s (or its designated servicer’s) records must be
made available to the Department, an independent auditor,
the Department’s Inspector General, the Comptroller
General of the United States, or the authorized
representative of any of these entities, the school’s
accrediting agency, or aguarantor. Therecords may be used
to assist any or al of these entitiesin program reviews,
audits, or investigations or to assist in the resolution of
issues and complaints from students, parents, or lenders. If
aschool closes, stops providing al educational programs, is
suspended or terminated, or changes ownership, the
school—or the school’s new owners—must continue to
keep the records required for the applicable 3-year period
and must ensure that access to these records remains open
to the Department or its authorized representative and the
guarantor.

[8668.24(d)(4) and (f)]

4.6
Third-Party Servicers

A school that contracts with a separate party to administer
any aspect of the school’s responsibilities under the Act or
federal regulations will be considered to have athird-party
servicer. Computer providers, software providers, and
empl oyees of the school are not considered to bethird-party
servicers.

A schooal isjointly and severally liable for the actions of a
third-party servicer with which it contracts. Any time a
school entersinto, or significantly modifies, acontract with
athird-party servicer, the school must notify the
Department. The Department may review any contract
between a school and athird-party servicer.

A school may not contract with a third-party servicer that
has one or more of the following characteristics:

«  Theservicer has been limited, suspended, or
terminated by the Department within the preceding
5years.

[8668.25(d)(1)(1)]

«  Theservicer hasfailed to submit required audit reports
in atimely manner during the preceding 5 years.
[8668.25(d)(1)(iii)]

«  Theservicer has paid liabilities that exceed 5% of the
amount of Title 1V funds that are administered by the
third-party servicer, as aresult of the two most recent
Title IV audits.

[8668.25(d)(1)(ii)]

Any contract between a school and third-party servicer
must establish that the third-party servicer will:

«  Comply with all requirements governing the
administration of the Title IV programs.
[8668.25(c)(1)]

+  Refer to the Department any information indicating
that the school may be engaged in fraud or other
criminal misconduct in administering Title IV
programs.

[8668.25(c)(2)]

« Bejointly and severadly liable with the school for the
servicer's violations of program requirements.
[8668.25(c)(3)]

« Return al TitleV funds and records used in
administering the program if the servicer or school
terminates the contract, goes out of business, or files
for bankruptcy.

[8668.25(c)(5)]

Federal regulations require a third-party servicer that
contracts with a school to meet, where applicable, the
financial responsibility standards listed in Section 4.3.
[8668.25]

4.7
Quality Assurance Program

The Department may select schools for voluntary
participation in a Quality Assurance Program (QAP) that
provides participating schools with an alternative
management approach for the administration of Title IV
aid. Participation in the QAP may permit a school to
develop and implement its own comprehensive system to
verify student financial aid application data, and may
exempt the school from certain program and reporting
reguirements. The Department is given the authority to
determine which schools are permitted to participate in the
QAP—and to terminate schools in the QAP that do not

30
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4.8 Independent Audits

continue to meet the requirements of the program. The
Department will select schools based on the school’s
demonstrated institutional performance.

QAP scurrently being tested at various sites.

Contact your guarantor or the Department for more
information on this program.

4.8
Independent Audits

As acondition of participation in the FFELP and several
other Title IV programs, each school and third-party
servicer contracted by the school must undergo annual
financial and compliance audits on afiscal-year basis.
These audits, required by federal law and regulations, must
be conducted by an independent or government auditor that
meets the qualifications and standards specified in the U.S.
General Accounting Office’'s Government Auditing
Sandards and independence standards, including those
related to organizational independence. Both the audited
financial statement and the compliance audit must be
submitted together to the Department within 6 months
following the end of the school’s or servicer’s fiscal year
end. To determine applicable audit requirements and
submission periods, schools and school servicers should
consult the Audit Guide, Compliance Audits (Attestation
Engagements) of Federal Sudent Financial Assistance
Programs at Participating Institutions and OMB Circular
A-133. Copies of the Audit Guide may be obtained by
calling the Department at 800-4-FED-AID. Copiesof OMB
circulars may be obtained from the OMB’s Publication
Office at (202) 395-7332, or in an electronic format from
the White House's Website:

www.whitehouse.gov/omb/circulars/index-
education.html

Waiver of Annual Audit Submission

The Department may waive the annual audit submission
requirement for aforeign school that received less than
$500,000 in Title 1V loansin the award year preceding the
audit period. The Department will notify the school if a
decision is made to exercise this waiver authority.

[HEA 8487(c)(1)(A)(i); DCL GEN-08-12/FP-08-10]

In addition, at the request of a school, the Department may
waivetheannual audit submission requirement if the school
meets all of the following criteria:

« Isnot aforeign school.
[8668.27(c)(1)]

Disbursed less than $200,000 in Title IV program
funds during each of the two completed award years
preceding the school’s waiver request.
[8668.27(c)(2)]

Agreesto keep records relating to each award year in
the unaudited period for 2 years after the end of the
record retention period specified in Section 4.5 for that
award year.

[8668.27(c)(3)]

Has participated in Title IV programs under the same
ownership for at least three award years preceding the
school’s waiver request.

[8668.27(c)(4)]

Isfinancially responsible as defined in Section 4.3 and
doesnot rely on the alternative standards of Subsection
4.3.A to participate in Title IV programs.
[8668.27(c)(5)]

Isnot on the reimbursement or cash monitoring system
of payment.
[8668.27(c)(6)]

Has not been the subject of alimitation, suspension,
fine, termination proceeding, or emergency action
initiated by the Department or a guarantor in the

3 years preceding the school’s waiver request.
[8668.27(c)(7)]

Has submitted its compliance audits and audited
financial statementsfor the previoustwo fiscal yearsin
accordance with and subject to Subsection 4.3.A, and
no individual audit disclosed liabilities exceeding
$10,000.

[8668.27(c)(8)]

Submits aletter of credit equaling 10% of the amount
of TitlelV program fundsthe school disbursed to or on
behalf of its students during the award year preceding
the school’s waiver request. This letter must remainin
effect until the Department has resolved the audit
covering the award years subject to the waiver.
[8668.27(c)(9)]
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4.8 Independent Audits

If the Department grants the waiver, the school will not
need to submit a compliance audit or audited financial
statement until 6 months after one of the following:

Theend of thethird fiscal year following thefiscal year
for which the school last submitted a compliance audit
and audited financial statement.

[8668.27(b)(1)(i)]

The end of the second fiscal year following the fiscal
year for which the school last submitted compliance
and financia statement audits, if the award year in
which the school will apply for recertification ispart of
the third fiscal year.

[8668.27(b)(1)(ii)]
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5.1.A General Borrower and Student Eligibility Requirements

As part of the school’s processing of aborrower’sloan
request, the school is required to certify that the borrower,
or, inthe case of aparent PLUSIoan, both the borrower and
the dependent student, are eligible for FFEL P [oan funds.
Chapter 5 describes the borrower eligibility criteriafor
Federal Stafford and PLUS loans and some of the waysin
which schools may obtain the information necessary to
determine the borrower’s digihility.

5.1
Eligibility Requirements for Stafford and
PLUS Loans

All recipients of Stafford and PLUS loans must meet
certain eligibility criteria. This section outlines the
criteria—those that apply to all students and borrowers,
those that apply specifically to students and student
borrowers, and those that apply specifically to parent
borrowers.

5.1.A
General Borrower and Student Eligibility
Requirements

Each student borrower seeking a Stafford loan or a Grad
PLUS loan, each parent borrower seeking a parent PLUS
loan, and each student for whom a parent borrower is
seeking a PLUS loan must meet the following eligibility
requirements:

«  Theindividual must beaU.S. citizen or national, or
eligible noncitizen, as applicable (see Subsection
5.2.A).

[8668.33(a)]

The individual must provide his or her valid Social
Security number (see Subsection 5.2.B).
[8668.32(i)]

Theindividual must not be in default on any federal
education loan (see Subsection 5.2.D for acceptable
resolutions).

[8668.32(g)(1)]

«  Theindividua must not have been convicted of, or
have pled guilty or nolo contendere to, a crime
involving fraud in obtaining Title IV financial
assistance, unless the student or parent borrower
repaysinfull thefundsthat were obtained fraudul ently
(see Section 5.7 for acceptable resolutions).
[8668.32(m)]

Theindividual must not be liable for an overpayment
nor have exceeded annual or aggregate limitsimposed
on any other Title IV program (see Subsection 5.2.D).
[8668.32(g)(4)]

The individual must not have borrowed in excess of
any annual or aggregate Federal Stafford loan limit
(see Section 6.11).

[8668.32(g)(2)]

«  Theindividua must not have been determined
ineligible—solely due to the individual’s error or asa
result of providing false or misleading information—
for a FFELP loan that has already been obtained (see
Subsection 5.16.A). The individual is entitled to
receive an additional Stafford or PLUS loan only if he
or sherepaysin full any ineligible loan or ineligible
portion of aloan.

[8682.412]

The individual must not have property subject to a
judgment lien for a debt owed to the United States.
[8668.32(g)(3)]

Theindividual must fulfill additional requirements
imposed by the guarantor of aloan for which the
principal and interest have been discharged or written
off (see Section 5.3).

Theindividual must meet the guarantor’ srequirements
with respect to state of residence or regional service
area.

Some guarantors have additional eligibility requirements
for borrowersand students. Theserequirementsarenotedin
Appendix C.
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5.1.B Student Eligibility Requirements

5.1B
Student Eligibility Requirements

In addition to meeting the requirements of Subsection
5.1.A, each student who is seeking a Stafford loan or aGrad
PLUS loan—and each student for whom a parent borrower
is seeking a PLUS loan—must meet the following
eligibility requirements:

«  Thestudent must have—and may self-certify that he or
she has—at least a high school diplomaor the
recognized equivalent of a high school diploma (see
Section 5.9), or the student must meet one of the
following standards:

[8668.32(e)(1)]

—  The student must (a) be beyond the age of
compulsory school attendance in the state in
which the postsecondary school islocated and (b)
pass an independently administered ability-to-
benefit test that has been approved by the
Department (see Subsection 5.10).
[8668.32(e)(2)]

- Thestudent must have—and may self-certify that
he or she has—completed a secondary school
education in a home school setting that is treated
as ahome or private school under applicable state
law. Federal regulations do not require a home-
schooled student to pass an ability-to-benefit test
approved by the Department in order to qualify for
Title IV assistance. An underage home-schooled
student is considered to be beyond the age of
compulsory school attendance in the state in
which the postsecondary school islocated if that
state does not consider the student to be truant
once he or she has completed a home-school
program, or if that state would not require the
student to attend school or continue to be home-
school ed.

[8668.32(e)(4); DCL GEN-02-11]

« Toreceive any Title IV aid with the exception of a
parent PLUS loan, the student must certify, as part of
the Free Application for Federal Student Aid (FAFSA)
filed with the Department, a statement of educational
purpose. To receive a parent PLUS loan without
completing a FAFSA, the student must complete and
submit to the school a separate statement of
educational purpose.

[HEA 8432(m)(1)(C); HEA 8484(a)(4)(A);
8668.32(h)]

The student must be enrolled or accepted for
enrollment on at least a half-time basisin an eligible
program at a participating school. See Section 5.11 for
student enrollment requirements.

[8668.32(a)(1)(i) and (iii)]

The student, if currently enrolled, must be maintaining
satisfactory academic progress (SAP), as determined
by the school according to federal regulations and the
school’s policy. (See Section 8.4 for information on
SAP requirements.)

[8668.32()]

The student must not be servinginamedical internship
or residency program required of doctors of medicine,
osteopathy, and optometry. Studentswho areservingin
an internship as part of any other degree program (e.g.,
adental or veterinary internship) are considered
eligible students for purposes of Stafford loans and
PLUS loans, as applicable.

[8682.201(a)(9); DCL GEN-90-33, Q& A #16]

Unless exempt, a male student must register with the
Selective Service. A female student is exempt from the
Selective Service registration requirement (see
Subsection 5.2.C).

[8668.32(j); 8668.37]

The student must not have fraudulently borrowed a
loan, provided information that caused his or her loan
to exceed applicable annual loan limits during an
academic year, nor knowingly exceeded an aggregate
loan limit for the FFELP, FDLP, or Federal Perkins
Loan Program.

The student must not have had his or her eligibility for
Title 1V aid denied when sentenced by a court due to
conviction of possession or distribution of acontrolled
substance, under the authority of the Anti-Drug Abuse
Act of 1988. A student whose financial aid eligibility
isdenied as part of the penalty for adrug conviction
will be placed on the Department’s Drug Abuse Hold
File at the direction of the Department of Justice. The
student will receive a SAR with no calculated EFC and
acomment instructing him or her to contact the U.S.
Department of Education if the student wishesto
contest the finding.

The student must not have been convicted of astate or
federa offense involving the possession or sale of an
illegal drug that occurred while the student was
enrolled in school and receiving Title 1V aid (see
Section 5.8). Any student who applies for federal
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5.2 Federal Data Matches

student aid and reports such a conviction on hisor her
FAFSA will receive awarning on his or her Student
Aid Report (SAR) indicating that a conviction for the
possession or sale of an illegal drug may result in the
loss of the student’s eligibility for Title 1V aid. [An
illegal drug is a controlled substance as defined in
section 102(6) of the Controlled Substance Act, and
does not include al cohol or tobacco.]

[HEA 8484(r)(1); 8668.40; DCL GEN-06-05]

«  The student must not be incarcerated at the time funds
are disbursed or delivered.
[8668.32(c)(3)]

«  The student must meet other applicable provisions of
this chapter.
[8668.32(K)]

5.1.C

Graduate or Professional Student and
Parent PLUS Loan Borrower Eligibility
Requirements

For purposes of obtaining a PLUS loan, an eligible parent
borrower is a student’s biological or adoptive mother or
father. The spouse of a parent who is remarried isalso an
eligible parent borrower if the spouse’s income and assets
would have been taken into account when calculating a
dependent student’s expected family contribution (EFC).
All of adependent student’s eligible parent borrowers may
borrow separately to provide for the educational expenses
of the student—provided that the combined borrowing of
the parent borrowers does not exceed the calculated cost of
attendance (COA) minus estimated financia assistance
(EFA).

[8668.2(b); §682.201(b)(2); DCL GEN-98-26]

To be eligible for a parent PLUS loan, a parent borrower
must be applying for the loan to pay the postsecondary
educational costs for an eligible dependent undergraduate
student who is enrolled or accepted for enrollment at least
half time at aparticipating school. A parent may not receive
aPLUSoan on behalf of a student serving in a medical
internship or residency program required of doctors of
medicine, osteopathy, and optometry.

[8682.201(c)]

To be dligible for a Grad PLUS loan, a graduate or
professional student borrower must be applying for theloan
to pay educational costsincurred for at least half-time
enrollment in a graduate or professional program at a
participating school. Before applying for a Grad PLUS

loan, the borrower must submit a completed Free
Application for Federal Student Aid (FAFSA) and the
school must determine the student’s maximum eligibility
for subsidized and unsubsidized Stafford |oan funds.
However, the student may decline the Stafford |oan and the
school may not require the student to accept Stafford loan
funds as a condition of applying for a Grad PLUS loan.
[DCL FP-06-05]

Each PLUS loan borrower must certify a statement of
educational purpose. A statement of educational purposeis
included on the Federal PLUS Loan Application and
Master Promissory Note (PLUS MPN). By signing the
PLUS MPN, the borrower certifies that he or she will
comply with the statement of educational purpose.
[8668.32(h); §682.201(b)(1); §682.201(c)(1)(V)]

Each PLUS loan borrower must be determined not to have
adverse credit to be eligible for aPLUS loan (see
Subsections 7.1.B and 7.1.C).

[8682.201(b)(2)]

5.2
Federal Data Matches

When a student submits a completed Free Application for
Federal Student Aid (FAFSA), the Department of
Education assists schoolsin determining a student’s
eligibility as a Stafford loan borrower, a Grad PLUS loan
borrower, or as the dependent student of a parent PLUS
loan borrower. The Department conducts federal data
matches concerning the citizenship, Social Security
number, Selective Serviceregistration, student financial aid
history information, and veteran status that the student
reports or certifies on the FAFSA. In addition, the
Department conducts data matches on individuals
convicted of federal or state drug offenses subject to denial
of benefits under court orders. The results of the data
matches with the Department of Homeland Security,
United States Citizenship and Immigration Service
(USCIS), Socia Security Administration (SSA), Selective
Service System (SSS), National Student Loan Data System
(NSLDS), and Department of Veterans Affairs (VA) are
reported to the school and the student. For more
information about confirming astudent’s citizenship status,
Sacial Security number, Selective Service registration,
student financial aid history information, denia of Title 1V
benefits due to court orders, or veteran status, see
Subsections 5.2.A, 5.2.B,5.2.C, 5.2.D,5.2.E, and 5.2.F.
Schools may also obtain more information about the
Department’ sdatamatchesfrom the 08-09 FSA Handbook,
Application and Verification Guide, Chapter 2, p. AVG-27;
Volume 1, Chapter 1, p. 12; and Volume 1, Chapters 2 to 5,
pp. 1-17 to 1-61.

Chapter 5: Borrower Eligibility—November 2009

3


http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=32&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=32&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://ifap.ed.gov/sfahandbooks/attachments/0809AVGCh2.pdf
http://ifap.ed.gov/sfahandbooks/attachments/0809AVGCh2.pdf
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=2&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://ifap.ed.gov/dpcletters/doc0565_bodyoftext.htm
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/BlacklineHEATitle%20IV-BDGI100908.pdf
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=32&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://ifap.ed.gov/dpcletters/GEN0605.html
http://ifap.ed.gov/dpcletters/FP0605.html
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://ifap.ed.gov/sfahandbooks/attachments/0708FSAHBKVol1Ch1.pdf
http://ifap.ed.gov/sfahandbooks/attachments/0708FSAHBKVol1.pdf
http://ifap.ed.gov/sfahandbooks/attachments/0708FSAHBKVol1.pdf

5.2.A Citizenship Data Match

5.2.A
Citizenship Data Match

Generally, each eligible borrower and student must be a
U.S. citizen or national, aU.S. permanent resident, or an
eligible noncitizen. The Department will verify the
student’s Social Security number and alien registration
number provided on the Free Application for Federal
Student Aid (FAFSA) with the relevant federal agencies.
[8668.33(a)]

Citizensand eligible noncitizensmay beeligiblefor FFELP
funds at participating foreign schools. Citizens of any one
of the Freely Associated States (i.e., the Republic of the
Marshall Islands, the Federated States of Micronesia, and
the Republic of Palau) are not eligible for FFELP funds at
any participating school, but may be eligiblefor other types
of Title 1V aid.

[8668.33(b)(1)]

Information on citizenship status and documentation may
be found in the 08-09 FSA Handbook, Volume 1, Chapter
2, pp. 1-17 to 1-40. Schools are cautioned against
attempting to establish citizenship status without reviewing
this source.

[HEA 8484(g) and (h); 8668.130 through 133; DCL GEN-
92-21 (section XXI1X, subsection k)]

U.S. Citizens and Nationals

If a student indicates on the FAFSA that he or sheisa
U.S. citizen, the Department will verify the student’s
citizenship through a data match with the Social Security
Administration (SSA). If the SSA confirms the student’s
citizenship, the Department will report that confirmation to
the school and to the student. If the Department isunableto
verify a student’s citizenship with the SSA, the student
must verify U.S. citizenship by submitting documentation
to the school. The school must give the student at least 30
days' noticeto produce evidence of U.S. citizenship before
denying Title IV assistance to a student for failure to
establish citizenship.

[8668.33(d)(2)]

If the status of astudent or parent borrower asaU.S. citizen
or aU.S. national must be documented, the following are
permissible forms of certification:

« A copy of the birth certificate showing that the student
or parent borrower was born in the United States.

« A Cetificate of Citizenship (N-560 or N-561) fromthe
U.S. Department of Homeland Security, United States
Citizenship and Immigration Service (USCIS).

+ A Certificate of Naturalization (N-550 or N-570)
issued by the USCI Sthrough afederal or state court, or
through administrative naturalization after December
1990 to those who are individually naturalized.

A Consular Report of Birth Abroad (FS-240), a
Certification of Birth (DS-1350), or a Certificate of
Birth (FS-545) issued prior to November 1990. These
forms are generated by the State Department and
include an embossed seal with the words “ United
States of America’ and “ State Department.”

« A U.S. passport or passport card (current or expi red).t |

If the student or parent borrower submits a citizenship or
naturalization certificate as documentation of hisor her
citizenship status, the school must place a copy of theform
in the student’sfile, demonstrating that proof of citizenship
was obtained (see the 08-09 FSA Handbook, Volume 1,
Chapter 2, p. 1-19).

Eligible Noncitizens

A noncitizen is considered dligible for Stafford and PLUS
loansif he or she meets all other applicable eligibility
criteriaand is one of the following:

+ A U.S. permanent resident alien with a Permanent
Resident Card (Form 1-551 since 1977) or a Resident
Alien Card (Form 1-151 issued prior to June 1978).

« A refugee with an Arrival/Departure Record (CBP
Form 1-94) or the new Departure Record (Form [-94A,
which isused at land border ports of entry) with the
endorsement “Processed for 1-1551. Temporary
Evidence of Lawful Admission for Permanent
Residence. Valid until . Employment
authorized.” The form will have an A-number
annotated on it and is acceptabl e if the expiration date
has not passed. These records are issued by the USCIS
showing one of the following designations (indicating
that the refugeeisin the U.S. for other than a
temporary purpose):

- Refugee.
—  Asylum Granted.

— Alien paroled into the U.S. for at least one year.

L Policy 1148 (Batch 162), approved November 19, 2009 |
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5.2.B Social Security Number Data Match

- Alien granted a stay of deportation [pursuant to
8 U.S.C. 81253(h)] dueto fear of persecution on
account of race, religion, or political opinion.

—  Conditiona Entrant (valid if 1-94 was issued
before April 1, 1980).

« A victim of human trafficking, or one of certain
relatives of such avictim, as certified by the U.S.
Department of Health and Human Services (HHS)
[pursuant to 22 U.S.C. §7101 Victims of Trafficking
and Violence Protection Act].

[DCL GEN-06-09]

A school must verify the digibility of anoncitizen. This
may be done by performing a data match with another
agency, such asthe USCIS. If the student reports on the
FAFSA FASFA-that he or sheisan eligible noncitizen (and,
therefore, could be eligible for federal student aid) and
reports an Alien Registration number, that information is
checked against the database maintained by the USCIS.*
Thisprocessisknown as primary confirmation. If astudent
or parent borrower’s eligible noncitizen statusis not
verified by this procedure, the school must transmit copies
of the student’s or parent borrower’s documentation of
immigration status to the USCIS. This process constitutes
secondary confirmation. For purposes of secondary
confirmation, a school may not require a student or parent
borrower to produce evidence from the USCI S that he or
sheisapermanent resident of the U.S. orisinthe U.S. for
other than atemporary purpose with the intention of
becoming a citizen or permanent resident if both of the
following conditions are applicable:

«  The school determined the student or parent borrower
to be an eligible noncitizen using secondary
confirmation of documents provided in a previous
award year, and those documents have not expired.

«  The school does not have conflicting information or
reason to believe that the student or parent borrower’s
claim of citizenship or immigration statusis incorrect.

An exception to this applies to victims of human
trafficking. If the USCIS does not have the eligibility status
of victims of human trafficking in its system, the student
will fail the data match. The school must collect a copy of
the student’s Certification Letter or Eligibility Letter that
wasissued by the HHS. The school must also call the HHS
Office of Refugee Resettlement to confirm eligibility and
document the date, time, and results of the call.

L Policy 1148 (Batch 162), approved November 19, 2009

A school may not deny eligibility to an applicant based on
immigration status while awaiting primary confirmation
from the USCIS. However, if aloan is guaranteed, the
school must delay the delivery of the loan and any other
Title IV assistance to the applicant until primary
confirmation is received.

A school may deliver fundsto an otherwise eligible student
pending USCIS response to secondary confirmation if at
least 15 business days have elapsed since the school
submitted the documentation to the USCIS. Schools are
reminded that they must reconcile any other inconsistency
in data before releasing FFEL P funds.

The school must retain copies of documentation provided
by an eligible noncitizen. The Permanent Resident Card
(Form 1-551) or aResident Alien Card (Form I-151),
Arrival/Departure Record (CBP Form 1-94) or the new
Departure Record (Form 1-94A), U.S. passport, or other
documentation provided as proof of the student’s or
borrower’s status may be photocopied (front and back) and
placed in the student’s file. Endorsements on the 1-94 or
U.S. passport identifying the individual’s status may be
stamped in rust-colored ink on the original document. If
such endorsements do not photocopy well, they should be
hand copied exactly asthey appear on the original 1-94 or
U.S. passport. As confirmation of the hand-copied
endorsement, both the student and a school official should
initial the endorsement.

[DCL GEN-98-2]

5.2.B
Social Security Number Data Match

When a student submits a Free Application for Federal
Student Aid (FAFSA), the U.S. Department of Education
will conduct a data match with the Socia Security
Administration to verify the student’s Social Security
number (SSN). If the Social Security Administration
confirms that SSN, the Department will notify the school
and the student. If the data match failsto confirm the
student’s SSN, or if the school hasreason to believethat the
verified SSN isinaccurate, the school must give the student
at least 30 days from the date the school is notified of the
results of the data match, or until the end of the award year,
whichever is later, to submit evidence to the school that
verifies the accuracy of the SSN.

[8668.36(a)(1) and (3)]

A school may neither deny, reduce, delay, nor terminate a
determination of astudent’s eligibility for assistance under
the Title IV programsif verification of the student’'sSSN is
pending. The school may not deliver any Title IV program
funds to a student until the school is satisfied that the
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5.2.C Selective Service Registration Data Match

student’s reported SSN is accurate. The school must notify
the Department of the student’s accurate SSN if the student
demonstrates the accuracy of a number other than the
number that the student included on the FAFSA.
[8668.36(a)(4); §668.36(b)(1) and (2)]

See Subsection 8.7.F for information regarding unverified
SSNs.

5.2.C
Selective Service Registration Data Match

Unless exempt, a mal e student must register with the
Selective Service. When amale student submits a Free
Application for Federal Student Aid (FAFSA), the
Department will conduct a data match with the Selective
Service to verify the student’s registration status. The
Department will notify the student and the school of the
results of the data match.

[8668.37(a)(1) and (b)]

If the data match fails to confirm the male student’s
registration, the school must allow the student at least 30
days from the date the school was notified of the results of
the datamatch or until the end of the award year, whichever
islater, to submit evidence to the school that verifies either
(a) that heisregistered with the Sel ective Service or (b) that
thereisavalid reason why he is not required to be
registered with the Selective Service. If the school receives
a student’s response to a failed data match after the end of
the loan period, the school would be unable to certify the
loan—even if the verification documentation was received
within 30 days.

[8668.37]

A female student is exempt from the Selective Service
registration regquirement and is not subject to the
corresponding data match.

For more information on Selective Service registration
requirements, see the 08-09 FSA Handbook, Volume 1,
Chapter 5, pp. 1-57 to 1-61.

5.2.D
NSLDS Data Match

Another data match that is conducted when a student
submits a Free Application for Federal Student Aid
(FAFSA) iswith the National Student Loan Data System
(NSLDS). The Central Processing System (CPS) matches
the student’s information against the NSLDS to seeif the
student isin default on aTitle IV loan, owes aTitle IV
overpayment, or has exceeded applicable Stafford loan

limits. The CPS matches the student’s FAFSA information
with hisor her financial aid history inthe NSLDS database.
The school must resolve any conflict between the NSLDS
and other information prior to delivering Title IV aid. For
more information on the NSLDS, see the 08-09 FSA
Handbook, VVolume 1, Chapter 3 and the NSL DS Reference
provided on the Information for Financial Aid
Professionals (IFAP) Website.

Prior Overpayment

A borrower isineligible for aFFELP loan if he or sheis
liable for an overpayment to any Title IV program. By
certifying a Stafford or PLUS loan, a school certifies that
the student borrower—or the parent or dependent student,
in the case of aparent PLUS loan—does not, to its
knowledge, owe a grant overpayment with an original
balance of more than $50 to agrant program resulting from
areturn of Title IV funds calculation, or of $25 or more
under the Federal PerkinsL oan Program or under aTitlelV
grant program that resulted from a circumstance other than
areturn of Title IV funds calculation. The tolerance does
not apply to the remaining balance of an original
overpayment amount that has been reduced by payments
received to less than the applicabl e tolerance amount. In
this case, even though the remaining balance of the
overpayment is less than the applicable tolerance amount,
theborrower isresponsiblefor repaying the overpayment in
full or making satisfactory arrangements to repay it before
the borrower can regain Title IV digibility.
[8668.22(h)(3)(ii)(B); 8668.32(g)(4); §668.35(¢)(3)]

A school must not certify aloan for aborrower who owesa
grant overpayment for which the original balance exceeded
the applicabl e tolerance amount unless one of thefollowing
OCCurs:

«  The school makes an adjustment to correct the
overpayment in the same award year.

«  The borrower repays the overpayment in full.
[8668.35(€)(1)]

«  The borrower makes satisfactory arrangements with
the schooal or the Department for the repayment of the
overpayment.

[8668.35(€)(2)]

The school must retain documentation that clearly
substantiates its determination that any overpayment has
been resolved. Documentation stating that the reporting
entity has “no record” of the student’s overpayment is not
considered adequate.

[DPL GEN-00-18]
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5.2.D NSLDS Data Match

Prior Default

Anindividual who isin default on any Title 1V loanis
ineligible to receive any Title 1V aid, including the benefit
of aparent PLUS loan, until the default is resolved in one
of the ways described below. However, aparent’s
unresolved default on a Title 1V loan does not adversely
impact a dependent student’s eligibility for Title 1V aid,
except that aschool must not certify aparent PLUSIoan for
the defaulted parent borrower.

[08-09 FSA Handbook, Volume 1, Chapter 3, pp. 1-47 to 1-
48 and Chapter 7, p. 1-74]

In determining whether the student or parent borrower has
ever defaulted on any TitlelV loan, aschool may rely onthe
information provided by the borrower during the loan
process and on NSLDS financia aid history information
unless the school receives conflicting information. The
school must reconcile al conflicting information before
delivering any Title IV fundsto a borrower who has an
unresolved default on a Title IV loan, and must retain
documentation that clearly substantiates its determination
that the borrower’s prior default was resolved.
Documentation stating that the reporting entity has“no
record” of the borrower’s default is not considered
adequate.

[8668.19; DCL GEN-96-13; DPL GEN-00-12; DPL GEN-
00-18]

A borrower who has defaulted on any Title IV loan is
eligible for anew FFELP loan only if each defaulted loan
has been resolved. A defaulted FFEL P loan may be
resolved in one of the following ways:

«  Thedefaulted loanispaidin full.
[8668.35(a)(1)]

«  Thedefaulted loan is discharged or determined to be
dischargeable in a bankruptcy action.
[8668.35(h)]

«  The borrower’s eligibility for Title IV fundsis
reinstated as a result of the borrower making
satisfactory repayment arrangements with the loan
holder (see“ Reinstatement of Title 1V Eligibility after
Default” later in this subsection).

[8668.35(a)(2)]

«  Thedefaulted loan is rehabilitated as a result of the
borrower making ninevoluntary, on-time, full monthly
payments of a reasonable and affordable amount,
during a period of 10 consecutive months, and each

loan is purchased by alender. For more information on
loan rehabilitation, see Section 13.7.
[HEA 8428F(a)(1)(A); 8682.405(a)(2)]

«  Thedefaulted loan is discharged because the student
for whom the Stafford or PLUS loan was obtained was
unable to complete the program of study due to the
school’s closing.

[8682.402(d)]

«  Thedefaulted loan is discharged because the
borrower’s digibility for the loan was falsely certified
by the school.

[8682.402(€)]

«  Thedefaulted loan is discharged because the borrower
is determined to be the victim of the crime of identity
theft.

«  The borrower makes satisfactory repayment
arrangements on the defaulted loan and consolidates
that loan, or the borrower agreesto repay a
Consolidation loan under an income-sensitive
repayment schedule. For more information on
consolidating defaulted loans, see Section 15.2.
[8682.201(c)(1)]

Some guarantors have additional eligibility requirements
and restrictions on Consolidation loans. These
requirements are noted in Appendix C.

Reinstatement of Title IV Eligibility after Default

A borrower with one or more defaulted Title IV loans, or
defaulted Title IV loans for which ajudgment has been
obtained, may have his or her eligibility for Title 1V aid
reinstated by requesting reinstatement and making
satisfactory repayment arrangements, and fulfilling those
arrangementswith the holder of each defaulted |oan or with
the holder of each defaulted loan for which ajudgment has
been obtained.

[8668.35(a) and (b); §682.401(b)(4)]

A borrower who receives loan funds for which he or sheis
ineligible due solely to his or her error may not have

Title 1V eigibility reinstated until the ineligible funds are
repaid in full.

[8682.412]

To have eligibility for Title IV aid reinstated, a borrower
must make six consecutive full monthly paymentsto the
appropriate holder for each defaulted |oan. These payments
must be made on time (within 15 days of the payment due
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5.2.E Department of Justice Data Match

date), voluntarily (directly by the borrower, regardless of
whether thereisajudgment against the borrower), and must
be reasonable and affordable. Any court-ordered payments
or involuntary payments obtained by state offsets or federal
Treasury offsets, wage garnishment, or income or asset
execution will not count toward the six payments required
for reinstatement. A lump sum prepayment of future
installments does not satisfy the requirement for six
consecutive monthly payments and will not reinstate a
borrower’s Title 1V eligibility.

[8682.200(b)]

A borrower may reestablish Title IV digibility only once.
If aborrower hasreestablished hisor her eligibility and then
failsto maintain satisfactory payment arrangements on that
defaulted |oan, or adefaulted loan for which ajudgment has
been obtained, the borrower may not reestablish his or her
eligibility again under these provisions. An opportunity for
reinstatement may be made available to a borrower
regardless of whether any of the borrower’s defaulted loans
have been repurchased by an eligible lender.

[8668.35(c); §682.200(b)]

After aborrower’'s Title 1V digibility isreinstated, the
borrower must continue to maintain satisfactory payment
arrangements on each loan that defaulted in order to
continue to be eligible for additional Title IV funds. A
borrower who makes satisfactory repayment arrangements
on adefaulted loan will regain loan eligibility for the
academic year in which the borrower satisfies the payment
requirementsto regain Title IV eligibility. Accordingly, the
financial ald administrator may certify aloan for the entire
academic year, as long as the student is otherwise eligible.
[8682.200(b)]

To determine whether a borrower qualifies for
reinstatement of Title IV digibility, the guarantor will
review the most recent 6-month period. Each of the six
required payments must be received within 15 days of the
due dates for the 6 months immediately preceding the date
the guarantor receives the borrower’s new |oan request or
request for reinstatement.

[8682.200(b)]

See Section H.4 for information about a statutory or
regul atory waiver authorized by the HEROES A ct that may
impact these requirements.

Documentation Required to Prove Default Resolution

If the school |earns that the borrower has defaulted on a
prior loan, the school must obtain, before awarding
additional Title 1V aid, documentation from the NSLDS,
the borrower, or the holder of theloan, that the borrower has

made the required payments on any defaulted loan(s). The
documentation must include either a written certification
from the guarantor regarding each defaulted loan or
information accessed directly from aloan holder’s database
that aloan shown on the NSLDS as being in default isno
longer in default. Accessto loan data directly from aloan
holder’s database may be facilitated by the use of third-
party Web-based products that display aloan holder’s real-
time data. To be used for purposes of determining a
borrower’s Title IV eligibility, such Web-based products
must obtain data directly from the relevant guarantor’s,
lender’s, or servicer's system and must display the data
without any modification. The school must retain animage
of theinformation it obtainsfrom thereal-time Website that
clearly identifies the borrower, the status of the debt, and
the source of the data. For aguarantor that is not the holder
of the defaulted loan(s) to guarantee a new loan, the school
or the borrower must obtain documentation that the default
hasbeen resolved (such asacopy of theoriginal promissory
note stamped “paid in full,” information accessed directly
from aloan holder’s database, or aletter from the holder of
the defaulted loan(s) stating that the borrower has resolved
the default). The documentation must be included with the
new loan regquest when it is sent to the guarantor for
guarantee processing, unless the information is already
available to the guarantor.

[HEA 8428F(b); §668.35; 8682.200; 8682.401(b)(4); April
1996 Supplement to DCL 96-G-287/96-L.-186, Q& A #6;
NSLDS Newsletter Number 12, June 2006]

A Schools may contact individual guarantors for more
information on documenting and submitting
information regarding aprior loan default. See Section
1.5 for contact information.

52.E
Department of Justice Data Match

A separate data match is performed by the Central
Processing System (CPS) against afile provided by the
Department of Justice (DOJ). This data matching program
provides information regarding individual s convicted of
federal or state offenses involving drug trafficking or
possession of acontrolled substance who have been denied
Title IV program benefits by federal or state courts. This
ensures that federal student aid is not awarded to
individual s subject to denia of these benefits under court
orders. For more information on the DOJ data match, see
the 08-09 FSA Handbook, Volume 1, Chapter 1, p. 1-12.
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5.4.A Conditional Discharge of a Prior Loan Due to Total and Permanent Disability

5.2.F
Department of Veterans Affairs Data Match

If a student has indicated on the Free Application for
Federal Student Aid (FAFSA) that he or sheisan eligible
veteran of the U.S. Armed Forces, the student is considered
to be independent and does not have to provide parental
income and asset information to apply for Title IV aid. The
Central Processing System (CPS) matches data with the
Department of Veterans Affairs (VA) to confirm that an
applicant who states that he or sheis a veteran on the
FAFSA has engaged in active duty in the U.S. Armed
Forces for purposes other than training, or was a cadet or
midshipman at a service academy; and was released under
a condition other than dishonorable. For more information
on the VA data match, see the 08-09 FSA Handbook,

Application and Verification Guide, Chapter 2, p. AVG-27.

5.3
Prior Loan Written Off

A borrower isineligible for a FFELP loan if he or she has
had a prior FFELP loan partially or totally written off by a
guarantor (i.e., the guarantor has stopped all collection
activity on the written-off portion). To become €eligible to
receive anew FFELP loan, a borrower must reaffirm the
written-off loan, provide confirmation of that reaffirmation
to the school, and meet the requirements of Subsection
5.2.D. Reaffirmation is the borrower’s legally binding
acknowledgment of aloan repayment obligation that has
been partially or totally written off and agreement to the
reinstatement of the borrower’s repayment obligation. A
borrower whose prior FFELP loan has been partially or
totally written off by alender isnot required to reaffirm the
written-off loan as a condition of eligibility for a new
FFELP loan.

The reaffirmation may include, but is not limited to, the
following:

«  Making a payment on the loan.
[8682.201(a)(4)(ii)(B)]

- Signing a new repayment agreement or promissory
note that includes the original terms and conditions
applicable to the loan being reaffirmed.
[8682.201(a)(4)(ii)(A)]

The reaffirmed amount must include all principal and
interest accrued on the written-off portion of the loan
through the date on which the borrower reaffirms his or her
commitment to repay the loan. It may also include
collection costs, late charges, and legal costs. Any
outstanding charges, such as interest, collection costs, late

charges, or legal costs, may be capitalized as of the date the
loan is reaffirmed.

[8682.201(a)(4)(i) and (b)(2); DCL 96-L-186/96-G-287,
Q&A #4, #7, #8, #9, and #11]

5.4
Prior Loan Discharge Due to Total and
Permanent Disability

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

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

A borrower whose prior Title IV loan(s) has+eceived-is a
conditionally discharged ef-a-prier-toan-due to an initial
determination that the borrower istotally and permanently
disabled must do al-ef-the following before a school may
certify to-beeligibletoreceiveanew Stafford or PLUS|oan
for the borrower-beforethe end-of the conditional-discharge
period:

«  Submit arequest to the Department’s Conditional
Discharge Disability Unit indicating that the
conditionally discharged loan(s) be returned to
repayment.

- Advise the school that the process of returning the
conditionally discharged |oan(s) to repayment hasbeen
initiated.

Before a school may certify a new loan for a borrower
whoseprior TitlelV loan(s) isconditionally discharged due
to aninitial determination that the borrower istotally and
permanently disabled, the school must confirm that the
borrower has initiated the process to return the
conditionally discharged loan(s) to repayment. The school
also must determine whether the status of the loan (default
or non-default) will trigger additional regquirements before
it certifiesanew loan for the borrower. If theloan(s) wasin
default prior to being conditionally discharged, the school
may be required to document that the borrower has either
made satisfactory repayment arrangements with the loan
holder in order to reinstate Title 1V €eligibility or
rehabilitated the defaulted loan(s) (see Subsection 5.2.D)."

L Policy 1149 (Batch 162), approved November 19, 2009

Chapter 5: Borrower Eligibility—November 2009



http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://ifap.ed.gov/dpcletters/doc0628_bodyoftext.htm
http://ifap.ed.gov/dpcletters/doc0628_bodyoftext.htm
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=682&SECTION=201&TYPE=TEXT
http://ifap.ed.gov/sfahandbooks/attachments/0809AVGCh2.pdf
http://ifap.ed.gov/sfahandbooks/attachments/0809AVGCh2.pdf

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

A borrower must do the following before he or sheis
eligible to receive a new Stafford or PLUS loan:

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

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

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

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

Sign a statement acknowledging that collection
activity will resume on any conditionally discharged
loans] " ool od.
[8682.201(a)(7)(ii)(B)]

The school must not ddliver any new loan funds until it
confirmsthat the conditionally discharged loan(s) has been

returned to repayment.
§682.201(a)(5)]*

If the borrower receives a new loan under the Perkins,
FFELP, or Direct Loan Program (with the exception of a
Consolidation loan that does not include any loans that are
in a conditional discharge status) within 3 years from the
date the physician completes and certifies the discharge
application, the borrower’s conditional dischargeis
terminated and the loan(s) is reinstated to the status it held
prior to theinitial determination. If a FFELP loan was
certified prior to the date the physician certified the
discharge application, any proceeds of such loan that are
disbursed after the date of the physician’s certification must
be returned to the holder within 120 days of the
disbursement date(s) to preserve the borrower’s discharge
eigibility. If the borrower’s conditional dischargeis
terminated, the Department reinstates collection activities
on any loan on which collection activity had been
previously suspended based on an initial determination of
total and permanent disability. (See Subsection 13.8.G for
more information regarding the total and permanent
disability discharge and Appendix G for the definition of
“totally and permanently disabled.”)

[8682.402(c)(4)(i)(B) and (C)]

L Policy 1149 (Batch 162), approved November 19, 2009

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

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

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

Obtain a physician’'s statement certifying that the
borrower may now engage in “ substantial gainful
activity.” For these purposes, “substantial gainful

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

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

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

[8682.201(a)(6)(ii)]

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

A borrower who has had aprior loan discharged dueto total
and permanent disability before July 1, 2001, is not
required to reaffirm the discharged obligation. (See
Subsection 13.8.G for moreinformation regarding total and
permanent disability discharge and Appendix G for the
definition of “totally and permanently disabled.”)

A Schoolsand lendersare strongly encouraged to contact
the guarantor if assistance is heeded to determine or
establish aborrower’'s eligibility after atotal and
permanent disability discharge.
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5.4.B Final Discharge of a Prior Loan Due to Total and Permanent Disability

Effect of Title IV Loan Status on Student Aid Eligibility Figure 5-1

Eligible for FFELP and Eligible for Federal Pell, SEOG,

Loan Status Federal Perkins loans FWS, and LEAP
Defaulted No No
Written off after default Yes! Yes!
Conditional discharge due to total and permanent disability Yes® Yes

Final discharge due to total and permanent disability Yes? Yes

Paid in full after default Yes Yes
Satisfactory repayment arrangements made after default Yes Yes
Compromised after default Yes Yes
Discharged by bankruptcy or determined to be dischargeable in Yes Yes
bankruptcy

1 To be eligible, the applicant must (a) repay each written-off loan in full or (b) reaffirm each Title IV loan obligation with the holder of the note that
was written off and make satisfactory repayment arrangements as part of the reaffirmation (for any loan in default before the write-off).

To be eligible, the applicant must (a) obtain a physician’s statement certifying that the borrower may now engage in substantial gainful activity,
and (b) sign a statement acknowledging that any new loan the borrower receives may not be discharged due to the same or any disability existing
at the time the loan is made, unless the disabling condition substantially deteriorates to the extent that the definition of total and permanent
disability is met, and (c) reaffirm any loan that had been discharged due to total and permanent disability on or after July 1, 2001, but before
July 1, 2002, if the borrower applies for a new loan within three years from the date the borrower became totally and permanently disabled, as
certified by a physician. The borrower must reaffirm the previously discharged loan before receiving a new loan.

[8682.201(a)(6)(i) through (iii); §682.402(c)]

To be eligible, the applicant must (a) submit a request to the Department’s Conditional Discharge Disability Unit indicating that the conditionally
discharged loan(s) be returned to repayment and advise the school that the process of returning the conditionally discharged loan(s) to repayment
has been initiated; (b) obtain a physician’s statement certifying that the borrower may now engage in substantial gainful activity;; are-(sc) sign
a statement acknowledging that any loan that has been conditionally discharged may not be discharged due to the same or any disability existing
at the time the borrower applied for a total and permanent disability discharge or when the new loan is made, unless the disabling condition

substantially deteriorates to the extent that the definition of total and permanent disability is met;; and (ed) sign a statement acknowledging that

collection activity will resume on any conditionally discharged loans-ir-a-cenditional-discharge-period.
§682.201(a)(5); §682.201(a)(6)(i); §682.201(a)(7)(ii)(A) and (B)]*
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5.5 Effect of Exceeding Loan Limits on Eligibility

55
Effect of Exceeding Loan Limits on Eligibility

The school may not, under any circumstances, award
additional Title IV funds for a student who has exceeded
applicable annual or aggregate loan limits. If the school
determines that the student inadvertently violated the
annual or aggregate loan limits, the school must give the
student an opportunity to resolve the excess borrowing
before making afinal determination on the student’s
eligibility for additional Title IV assistance. To resolve
eigibility problems created by the NSLDS reporting of
excessive borrowing by a student, a school can rely upon
either paper documentation or information it accesses
directly from aloan holder’s database. Accessto
information directly from aloan holder’s database may be
facilitated by the use of third-party Web-based productsthat
display aloan holder’'sreal-time data. The school must be
able to verify that the loan being reviewed isthe
problematic loan. The school must retain an image of the
information it obtains from the real-time Website that
clearly identifies the borrower, the status of the debt, and
the source of the data. (See Subsection 6.11.E.)
[8668.35(d); NSLDS Newsletter Number 12, June 2006]

5.6
Effect of Bankruptcy on Eligibility

The Bankruptcy Reform Act of 1994 prevents a school or
lender from denying afederal loan or grant to an applicant
solely because he or she has filed a bankruptcy petition.
Thus, a FFELP applicant is eligible for new loan funds
despite the filing of a bankruptcy petition.

[DCL GEN-95-40]

Loan Certification and Professional Judgment

If the school has information about a previous or pending
bankruptcy action by aStafford or PLUS|oan applicant, the
school may not refuse to certify the loan if the applicant is
otherwiseeligible. Also, the school may not, solely because
of the bankruptcy action, certify aloan for an amount that
isless than the amount for which the applicant would
otherwise be eligible. If circumstances other than the
bankruptcy exist that would cause the school to reduce the
borrower’s loan amount, the financial aid administrator
(FAA) may use professional judgment to refuseto certify a
loan or to lower the loan amount. (See Subsection 6.15.E)
[8682.603(f)]

Reaffirmation

A Stafford or PLUS loan applicant who has had education
loans previoudly dischargedin bankruptcy isnot requiredto
reaffirm those loans to regain Title [V dligibility. If a
borrower defaulted before the bankruptcy action was filed,
and the debt has been discharged or has been determined to
be dischargeable in a bankruptcy action, the borrower is
eligible for additional funds without reinstatement and
without reaffirming the debt.

[DCL GEN-95-40]

5.7
Effect of Fraud on Eligibility

A student or parent borrower who has been convicted of, or
has pled guilty or nolo contendere to, a crime involving
fraud in obtaining Title IV financial assistanceis not
eligible for additional Title 1V funds until the student or
parent borrower, as applicable, repaysin full the funds that
were obtained fraudulently. Title IV grant funds that were
obtained fraudulently must be repaid to the Department;
TitlelV loan fundsthat were obtained fraudul ently must be
repaid to the holder of the loan. The student or parent
borrower’s eligibility under this provision is based on the
certification provided in the Master Promissory Note
(MPN). Regardless of the borrower’s certification on the
MPN, if either the school or the lender has conflicting
information regarding the eligibility of the student or parent
borrower, this discrepancy must be resolved before
additional Title 1V funds may be disbursed or delivered.

5.8
Effect of Drug Conviction on Eligibility

As part of its consumer information disclosure
reguirements, a school must provide a separate, clear, and
conspicuous written notice to the student about the penalty
if the student is convicted of a drug-related offense that
occurred while a student was enrolled in school and
receiving Title IV aid. A school must provide the notice
upon the student’s enrollment at the school.

[HEA 8485(k)(1)]

A student who is convicted of a state or federal offense
involving the possession or sale of anillegal drug that
occurred while the student was enrolled in school and
receiving Title1V aid, isnot eigiblefor TitleIV funds. [An
illegal drug isa controlled substance as defined by

section 102(6) of the Controlled Substance Act and does
not include alcohol and tobacco.] The Department
determines the borrower’s eligibility under this section
based on the student’s self-certification on the Free
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5.8 Effect of Drug Conviction on Eligibility

Application for Federal Student Aid (FAFSA). The school
is notified of the student’s eligibility on the Institutional
Student Information Record (1SIR). However, if the school
has conflicting information regarding adrug conviction that
affects the student’s eligibility, this discrepancy must be
resolved.

[HEA 8484(r)(1); 8668.40(a); DCL GEN-06-05]

Convictionsthat are reversed, set aside, or removed from
the student’s record, or a determination arising from a
juvenile court proceeding, do not affect eligibility and do
not need to be reported by the student.

[8668.40(a)(2)]

A student who is convicted of a drug-related offense that
occurred while the student was enrolled in school and
receiving Title IV aid loses Title 1V €eligibility asfollows:

For the possession of illegal drugs:

- 1lst offense: one year from the date of conviction.

- 2nd offense: two yearsfrom the date of the second
conviction.

— 3rd offense: indefinitely from the date of the third
conviction.
[8668.40(b)(1)]

«  Forthe saleof illega drugs:

- 1lst offense: two years from the date of conviction.

-  2nd offense: indefinitely from the date of the
second conviction.
[8668.40(b)(2)]

A school must provide a student who loses Title IV
eligibility dueto adrug-related conviction with atimely,
separate, clear, and conspicuous written notice. The notice
must advise the student of hisor her loss of Title IV
eligibility and thewaysinwhich the student may regain that
eligibility.

[HEA 8485(k)(2)]

A student may regain eligibility at any time by completing
an approved drug rehabilitation program and by informing
the school that he or she has done so. A student regains
Title IV €igibility on the date he or she successfully
completes the program. A drug rehabilitation program is
considered approved for these purposesif it includes at

least two unannounced drug tests and meets one of the
following criteria:
[8668.40(c)]

The program received or is qualified to receive funds
directly or indirectly under afederal, state, or local
government program.

[8668.40(d)(2)(i)]

The program is administered or recognized by a
federal, state, or local government agency or court.
[8668.40(d)(2)(ii)]

«  The program received or is qualified to receive
payment directly or indirectly from afederally or state-
licensed insurance company.

[8668.40(d)(2)(iii)]

The program administered or recognized by afederally
or state-licensed hospital, health clinic, or medical
doctor.

[8668.40(d)(2)(iv)]

For astudent whose Title IV digibility isreinstated after a
drug conviction, the maximum loan period that a school
may certify is the academic year during which the student
regains eligibility. However, the school may not certify
eligibility prior to the date on which eligibility is regained.
A student who loses eligibility during aloan period is
immediately ineligibleto receive subsegquent disbursements
of FFELPfundsand isrequired to repay any Title IV funds
received after the date heor sheloseseligibility. Schoolsare
not required to recalculate a student’s loan amount.
[8668.40(c)]

Chapter 5: Borrower Eligibility—November 2009

13


http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/BlacklineHEATitle%20IV-BDGI100908.pdf
http://www.nchelp.org/elibrary/BudgetReconciliation&HEAReauthorization/2007HEALegislation/StatutoryMaterials/BlacklineHEATitle%20IV-BDGI100908.pdf
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://frwebgate.access.gpo.gov/cgi-bin/get-cfr.cgi?TITLE=34&PART=668&SECTION=40&TYPE=TEXT
http://ifap.ed.gov/dpcletters/GEN0605.html

5.9 Required High School Diploma or Equivalent

5.9
Required High School Diploma or Equivalent

To be dligible for FFEL P funds, the borrower, or the
dependent student for whom a parent seeks a PLUS loan,
must have a high school diplomaor its equivalent, or must
demonstrate an ability to benefit from a program of study
offered by a school (see Section 5.10 for moreinformation
on ahility-to-benefit provisions). The following are
considered equivalent to a high school diplomafor
establishing Title IV eigibility:

[8668.32(e)(1) and (2)]

+ A General Education Development (GED)
Certificate—or a state certificate issued after a student
passes an approved examination that the state
recognizes as an equivalent to the GED.
[8668.32(e)(3)]

«  Anacademic transcript in arecognized program. A
school may admit alimited number of studentswithout
high school diplomas or equivalent certificates who
have excelled academically in high school and met the
school’s admissions standards. If such a student
completes a program of at least two yearsthat is
acceptable for full credit toward a bachelor’s degree,
the academic transcript for that program would be
considered the equivalent of a high school diploma.
[08-09 FSA Handbook, Volume 1, Chapter 1, pp. 1-5
to 1-6]

5.10
Ability-to-Benefit Provisions

Toreceive Title |V assistance, a student without a high
school diploma or its equivalent must demonstrate the
potential to succeed in (i.e., an ability to benefit from) a
program of study offered by a school. A student who is
admitted on an ability-to-benefit (ATB) basis must meet
one of the following requirements:

[8668.32(e); §682.201(a)(8)]

The student takes—and achieves at |east a passing
scoreasspecified by the U.S. Department of Education
on—an independently administered test that has been
approved by the Department to establish (according to
the Department’s criteria) whether the student has the
ability to benefit from the education or training being
offered. The independent administrator for the ATB
test must bean individual or organization that has been

certified by the test publisher and has no fiscal interest
in the school.
[8668.141(a)(1)]

The student obtains a passing score on a Department-
approved state test or assessment.
[8668.141(a)(1)]

The student is enrolled in an eligible school that
participates in a state-approved testing process that is
approved by the Department.

[8668.141(a)(2)]

The student satisfactorily completes six credit hours or
equivalent coursework that is applicable toward a
degree or certificate offered by the school. The student
isineligibletoreceive TitlelV aid whileearning the six
credit hours or their equivalent.

[HEA 8§484(d)(4); DCL GEN-08-12/FP-08-10]

To determine a student’s dligibility to receive Title IV aid,
a school may accept a passing score on an approved,
properly administered ATB test if the scoreisreceived from
an approved test publisher or assessment center.
[8668.151(a)(2)]

A student should not be considered to have an ability to
benefit if, at thetime of loan certification, the student would
not meet the requirements for employment in the student’s
state of residency in the occupation for which the student is
training. The disqualifying factor may be aphysical or
mental condition, age, criminal record, or any other reason
accepted by the Department. The school will not be held
responsible for improper certification if it could not
reasonably be expected to be aware of the student’s
disqualifying condition.

[8682.402(e)(13)]

5.10.A
Testing ATB Students with Special Needs

If no test can be approved for students with disabilities or
for students for whom English is not their native language
or who are not fluent in English because atest is not
reasonably available, the Department considers the
following tests to be approved tests for purposes of
assessing those students’ ability to benefit:

[8668.149]

For the purpose of testing students with disabilities,
any modified test or testing procedure or instrument
that has been developed for the purpose of evaluating
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5.11 Student Enroliment Requirements

the ability of disabled students to benefit from
postsecondary education. The test must measure both
basic verbal and quantitative skills at the secondary
school level.

[8668.149(a)(1)]

«  For the purpose of testing students for whom English
is not their native language or who are not fluent in
English, any test in the student’s native language or a
language in which the student is fluent, provided the
Department has not approved another test in that
language and the test was not previously rejected from
the approval process by the Department. The test must
measure both basic verbal and quantitative skills at the
secondary school level.

[8668.149(b)]

The passing scores recommended by the test devel oper are
considered passing scores by the Department provided that:

«  For students with disabilities, the test administrator
uses the procedures or instruments for which the test
was designed, and maintains documentation of the
procedures and instruments used in the testing and of
the scores and scoring techniques.

[8668.149(a)(2)(i) and (ii)]

«  For students for whom English is not their native
language or who are not fluent in English, the passing
scores and the methods for determining those scores
are fully documented.

[8668.149(b)(4)]

5.10.B
School Liability in ATB Testing

Regulations stipul ate theinstancesin which aschool will be
assessed aliability based on administration of the ability-
to-benefit provisions. These instances are limited to:

«  Funds disbursed to students whose ahility to benefit
from the course was determined in a test that was
provided by atest administrator that was not
independent of the school at the time the test was
given.

[8668.154(a)]

«  Fundsdisbursed to studentsfor whom the ATB testing
process was compromised by the school in any way.
[8668.154(b)]

+  Funds disbursed to students for whom the school is
unable to document that the students received passing
scores on an approved test.

[8668.154(c)]

511
Student Enrollment Requirements

Each eligible student who is seeking a Stafford loan—or on
whose behalf aPLUS loan is being sought—must meet the
following enrollment requirements:

. The student must not be enrolled in either an
elementary or secondary school.
[8668.32(b)]

+  The student must be enrolled or accepted for
enrollment asaregular student in one of the following:

— Anéligible degree or certificate program on at
least a half-time basis at a participating school
approved by the Department and the guarantor
(except as noted below), or the student’s
coursework is partially or totally offered through
telecommunications subject to the limitations
described in Section 5.12.

[8668.38; §682.201(a)]

— A study-abroad program that is approved for
credit by the participating school at which the
student is enrolled, whether or not the study-
abroad program is arequired part of the student’s
degree program (see Subsection 5.13.B).
[8668.39]

A student who has previously obtained a bachelor’s or
professional degreeiseligiblefor loan assistance, provided
he or she meets all applicable eligibility criteria

There are two exceptions to the FFELP €eligibility
regquirement that a student be enrolled or accepted for
enrollment as aregular student in adegree or certificate
program:

+  Preparatory Coursework
A student who is not enrolled in adegree or certificate
program is eligible for Stafford or PLUS loans for a
period of up to one year if the student istaking
preparatory courses necessary for hisor her enrollment
in an eligible program. The courses must be part of an
eligible program otherwise offered by the school,
although the student does not have to be enrolled in
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5.12 Use of Telecommunications and Correspondence in Programs of Study

that program. For example, a student who has already
received a bachelor’s degree might need an additional
12 hours of specialized undergraduate coursework in
order to enroll in agraduate program. If astudent is
enrolled at least half time in these prerequisite courses
and the courses are part of an eligible program, the
student is eligible for loans for one period of

12 consecutive months, beginning on the first day of
the loan period for which the student is enrolled.
[8668.32(a)(1)(ii)]

«  Teacher Certification or Recertification
A student is exempt from the degree or certificate
program requirement if he or sheisenrolled at least
half timein arequired teacher-certification program,
even though the teacher-certification program does not
lead to a degree or certificate awarded by the school
(e.g., the certificate may instead be granted by the
state). A student whoisnot enrolled inaformal teacher
certification program but who is taking a series of
courses necessary to obtain certification from the state
is also exempt from the degree requirements. The
program, or series of courses, must be required for
elementary or secondary teacher certification or
recertification in the state where the student plansto
teach or inthe state where the student iscompleting the
program or series of courses. This exemption is not
intended to cover optional courses that the student
elects to take for professional recognition or
advancement, nor doesit cover courses that the school
recommends but that are not required for certification
or recertification. In addition, this exemption does not
apply to students seeking a professional credential or
certification that is required for employment as a non-
teaching professiona (e.g., a school administrator,
nurse, or librarian), or to students enrolled in ateacher
certification or recertification course that uses direct
assessment rather than credit hours or clock hours to
measure student progress.

The school must develop a process to identify the
student as pursuing teacher certification or
recertification (e.g., collect awritten statement from
the student or have a special classification assigned by
the school), and must document that the courses are
required by the state for teacher certification or
recertification. A student who isenrolled in ateacher-
certification or recertification program is considered a
fifth-year undergraduate student (see Section 6.11 for
applicable loan limits).

[HEA 8484(b)(4); §668.2; 8668.32(a)(1)(iii); 08-09
FSA Handbook, Volume 1, Chapter 1, p. 1-5]

For moreinformation about defining astudent’s enrolIment
status, see Section 6.9.

5.12
Use of Telecommunications and
Correspondence in Programs of Study

A student’s enrollment in telecommunications or
correspondence courses can affect his or her eligibility for
Stafford loans and Grad PLUS loans, and a parent’s
digibility for parent PLUS loans.

5.12.A
Telecommunications Program of Study

An otherwise eligible student enrolled in a program of
study offered in whole or in part through
telecommunicationsiseligiblefor TitlelV aidif each of the
following applies:

«  Theprogram leads to arecognized certificate, or to an
associate, bachelor’s, or graduate degree.
[HEA 8484(1)(1); DCL GEN-06-05]

«  The school providing the program has been evaluated
by an accrediting agency recognized by the
Department as having the evaluation of distance
education programs within its scope of recognition.
The accrediting agency must determine that the school
has the capability to effectively deliver distance
education programs. Beginning July 1, 2006, the
Department provides an 18-month waiver of the
distance education evaluation component. The waiver
applies to certain distance education programs that
were offered as of July 1, 2006, but for which the
Department did not recognize the accrediting agency
as having the evaluation of distance education
programs within its scope of recognition.

[HEA 8481(b)(3); §668.8(m); DCL GEN-06-05;
GEN-06-17]

If aforeign school offers a program of study that includes
even a single telecommunications course, that program of
study isineligible for Title IV aid. Telecommunications
technologies may be used in the foreign school classroom
to supplement and support instruction offered as part of an
otherwise eligible program, as long as the student and
instructor are physically present in the classroom.
[8600.51(d)(4); 8668.8(m); DCL GEN-06-11]
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5.14.A Financial Aid History for Transfer Students

5.12.B
Correspondence Program of Study

An otherwise eligible student enrolled in a correspondence
courseiseligibleto receive Title IV program assistance
only if the student is enrolled in a program of study that
leads to an associate, bachelor’s, or graduate degree.
[8668.38(a)]

A school isnot eligible to participate in the Title IV
programsif, during its most recently completed award year,
either of the following conditions applies:

«  More than 50% of the school’s courses were
correspondence courses. Thislimitation doesnot apply
to aschool that mainly provides vocational adult
education or job training defined under section
521(4)(C) of the Carl D. Perkins Vocational and
Applied Technology Education Act.

«  50% or moreof the school’sregularly enrolled students
were enrolled in correspondence courses.
[08-09 FSA Handbook, VVolume 2, Chapter 1, pp. 2-8
to 2-11]

5.13
Foreign Schools and Study-Abroad
Programs

Students who participate in programs of study at foreign
schools or in study-abroad programs sponsored by a home
school that isin the United States are eligible for FFELP
loan funds in certain cases.

5.13.A
Study at Participating Foreign Schools

Eligible students and parents of dependent students may
borrow Stafford and PLUS loans for attendance at foreign
schoals, provided the student—or, in the case of a parent
PLUS loan, both the parent and the dependent student—is
any one of the following:

A U.S. citizen or national.
[8668.33(a)(1)]

A permanent resident of the United States.
[8668.33(a)(2)(i)]

« Anédligible noncitizen.
[8668.33(a)(2)(ii)]

Schools located in Canada and Mexico are considered
foreign schools for purposes of establishing eligibility for
Stafford and PLUS loans.

5.13.B
Study-Abroad Programs

A student who is enrolled or accepted for enrollment in a
study-abroad program that is approved by the home school
at which the student is enrolled may be determined eligible
toreceive Stafford loan proceeds. In addition, agraduate or
professional student or the parent of a dependent
undergraduate student may be determined eligible to
receive PLUS loan proceeds for the student’s attendancein
such aprogram. Eligible borrowers may receive Stafford or
PLUS loan funds, as applicable, for a study-abroad
program, even if such a program is not required for the
student’s degree or certificate.

[HEA 8484(0); 8668.39]

5.14
Eligibility Requirements Specific to Transfer
Students

Generadlly, atransfer student is eligible to receive FFELP
loan funds. However, the school must assess a transfer
student’s eligibility for FFEL P loan funds in the context of
funds the student may have borrowed for previous periods
of enrollment at other schools.

5.14.A
Financial Aid History for Transfer Students

For mid-year transfer students applying for Title 1V aid, a
school must request a student’s financial aid history
through the Transfer Monitoring Process with the National
Student Loan Data System (NSLDS). The NSLDS
information will assist the school in making the eligibility
determinations described in this section. Once a school has
reguested information from the NSLDS, it must wait for

7 daysfollowing itsrequest to the NSL DS before delivering
Stafford or PLUS loan proceeds. However, if, before the
end of the 7-day period, the school receives information
from the NSLDS in response to its request or obtains
information itself by directly accessing the NSLDS, the
school may deliver the loan proceeds aslong as the student
is otherwise eligible. The school may certify or declineto
certify a Stafford or PLUS loan before it receives or
accesses updated information from the NSLDS.
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5.14.B Students Who Transfer after Full Disbursement of the Loan

A school isnot required to respond to arequest for a paper
financial aid transcript for either a current-year or prior-
year transfer student unless it is areguest to report
assistance that a student has received through the
Department of Health and Human Services. See Section 8.7
for more information on delivery restrictions for transfer
students.

[DPL GEN-00-12; DPL GEN-01-09; 08-09 FSA
Handbook, Volume 1, Chapter 3, pp. 1-44 to 1-46]

5.14.B
Students Who Transfer after Full
Disbursement of the Loan

If a student transfers to another school after receiving all
disbursements of aloan madefor attendance at the previous
school, the student or parent borrower is generally not
eligible to receive a second loan during the same period of
enrollment. An exceptionto thispolicy ismadeif one of the
following conditions exists:

«  Theborrower did not receive the maximum loan
amount for which he or sheis eligible, in which case
the borrower may receive up to the remaining
eligibility to pay for cost of attendance (COA) at the
new school. See Section 6.1 for more information
regarding a student’s loan eligibility after transferring.

«  The student’sfirst school returned funds for the
student, in which case the borrower may receive up to
the amount of the returned funds plus any remaining
eligibility. Thelender must report the returned fundsto
the guarantor so that a subsequent loan may be
guaranteed.

«  The student advancesto a higher grade level and, asa
result of thegradelevel advancement, becomeseligible
for additional Stafford loan funds.

5.15
Multiple School Enrollment

A student may be enrolled simultaneously on at least ahalf-
time basis at more than one school. In this case, the student
may beeligibletoreceiveaStafford and aGrad PLUS | oan,
if applicable—and the parent of adependent undergraduate
student may be eligible to receive aPLUS |oan—at more
than one school for the same payment period or period of
enrollment. A Stafford or PLUS loan certified by one
school is not included as estimated financial assistance
(EFA) by another school when determining a student or

parent borrower’seligibility for aStafford or PLUSIoan for
the same payment period or period of enrollment.
[08-09 FSA Handbook, Volume 3, Chapter 5, p. 3-90]

It is necessary for the two schools to coordinate with each
other to ensure that the student’s eligibility for a Stafford or
Grad PLUS oan, if applicable—and the parent’s eligibility
for aparent PLUS loan—is properly determined. If one
school has aready certified aloan for the student, the other
school is required to take the following actions:

«  Eliminate the student’s living costs from the cost of
attendance (COA) because those costs were included
in the COA at thefirst school.

«  Ensurethat the student does not receive loan fundsin
excess of the annual Stafford loan limits at that school
and that the total amount of the loans received by the
student for enrollment at both schools does not exceed
the student’s highest applicable annual Stafford loan
limit.

EXAMPLE: A fourth-year student at a 4-year school
may decide to enroll simultaneously in a one-year
computer program at a proprietary school. If the
student requests and receives a $3,000 base Stafford
loan amount for his or her final year of study at the 4-
year school, he or she has remaining base Stafford loan
eligibility of $2,500 as a fourth-year student. If the
student subsequently applies for aid as afirst-year
student at the proprietary school, the student’s base
first-year loan eligibility at the proprietary school must
be adjusted from $2,625 to $2,500 (because the $5,500
maximum base fourth-year loan eligibility from the 4-
year school minus the $3,000 received at the 4-year
school equals the student’s remaining eligibility). In
this case, the student does not exceed annual |oan
limits at either school and the combined total of the
student’s loans does not exceed his or her highest
applicableannual loan limit of $5,500. Inthisscenario,
if the student had borrowed the fourth-year base annual
loan limit at the 4-year school, he or shewould have no
eigibility for a base loan amount at the proprietary
school. Likewisg, if the student borrowed only $1,000
at the 4-year school, he or she would be eligible to
borrow abase loan amount of $2,625 at the proprietary
school (the first-year annual loan limit).

If neither school is aware of the student’s simultaneous
enrollment in two different schools until after both schools
have certified Stafford loans and the student receives |oan
funds in excess of his or her highest applicable annual
Stafford loan limit, the schools must coordinate with each
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5.16.A Ineligibility Based on Borrower Error

other to adjust the student’s aid package at one or both
schools to eliminate the excess loan amount. If neither
school is able to eliminate the excess loan amount, the
excess |oan amount must be reported to the lender. Refer to
Subsection 6.11.E for information regarding borrowers
who exceed annual loan limits.

[08-09 FSA Handbook, Volume 3, Chapter 5, p. 3-78]

5.16
Ineligible Borrowers

A student for whom a Stafford or PLUS loan has been
guaranteed is considered ineligible to receive the loan
proceeds if any of the following occurs:

«  The borrower or student provided false or erroneous
information.

«  The borrower or student did not qualify for all or a
portion of the loan (see Section 5.1 for information
regarding eligibility requirements).

«  Theborrower received federal interest benefits on a
subsidized Stafford loan for which the borrower did
not qualify.

«  Theborrower has been convicted of, or has pled guilty
or nolo contendere, to a crime involving fraud in
obtaining TitleV fundsand has not repaid those funds
infull.

«  Thestudent did not begin attendance in aloan period
or payment period for which the loan funds were
intended and the borrower did not repay 1oan proceeds
he or she received to either the school or the lender. A
student does not begin attendance if the school is
unable to document the student’s attendance in any
class during aloan period or during a payment period
within the loan period.

When alender discovers or is notified by a school or
guarantor at any timethat aborrower wasineligiblefor any
portion of aloan, thelender, in conjunction with the school
and/or guarantor, must determine which party was
responsible for the error: the borrower, the school, or the
lender.

5.16.A
Ineligibility Based on Borrower Error

In some situations, aborrower isconsidered ineligiblefor a
loan due solely to his or her own error. The key factor in
determining whether the borrower is solely responsible for
hisor her ineligibility is whether the borrower provided
false or incorrect information in the loan process,
misrepresented hisor her eligibility, or otherwiseactedina
way that caused the borrower to beineligible for the loan.
Examples of such misrepresentation arethe misreporting of
family size, income, or student or borrower default status.

Failure to Begin Attendance

If FFELP loan funds were delivered to, or on behalf of, a
student who did not begin attendance in aloan period or
payment period for which theloan fundswere intended, the
borrower isineligible for those funds. A student does not
begin attendance if the school is unable to document the
student’s attendance in any class during aloan period, or
during a payment period within the loan period. Below are
examples of situationsin which aborrower is considered
ingligible for loan funds due to borrower error:

«  Theschool delivered loan fundsto, or on behalf of, an
otherwise eligible student as early as 10 days prior to
the beginning of aloan period and the school later
learned that the student did not begin attendancein the
loan period.

«  Theschool delivered loan fundsto, or on behalf of, an
otherwise eligible student asearly as 10 daysprior to a
second or subsequent payment period in the loan
period and the school |ater learned that the student did
not begin attendance in the second or subsegquent
payment period.

«  Thelender directly disbursed funds to a student
enrolled in a study-abroad or foreign school program
and the student did not begin attendance in the loan
period or payment period.

The school will not be assessed any liability for delivering
loan funds unless the school knew, or should have known,
that the borrower was ineligible to receive the funds at the
time they were delivered (see Subsection 5.16.B for more
information about ineligibility due to school error).
However, as soon aspossible, but no later than 30 days after
the date the school becomes aware that the student will not,
or did not begin attendance, the school must return to the
lender all loan funds credited to the student’s account at the
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5.16.B Ineligibility Based on School Error

school and the amount of any payments made directly by,
or on behalf of, the student to the school for theloan period
or payment period, as applicable. See Subsection 8.9.B for
more information about returning ineligible borrower loan
funds.

For loan funds that alender disbursed or aschool delivered
directly to a borrower for aloan period or payment period
in which the student did not begin attendance, the school is
not responsible for returning the funds. However, upon
learning that a student will not, or did not begin attendance,
a school must immediately notify the lender of the
borrower’s receipt of funds for which he or she was not
eligible, including loan funds that alender disbursed
directly to a student enrolled in a study-abroad or foreign
school program. The school should includein its notice to
the lender the student’s withdrawal date, if applicable. For
more information about required enrollment reporting, see
Section 9.2.

The lender will issue afinal demand letter to the borrower
requiring the borrower to repay the full amount of the
ineligible portion of theloan, including interest benefitsand
special allowance the lender billed to the Department. The
lender must allow an ineligible borrower at least 30 daysto
respond from the date the final demand letter is mailed. If,
at the end of the 30-day time frame, the borrower failsto
comply with the terms of the final demand letter, the lender
must treat the entire loan as though it were in default and
file a claim payment request with the guarantor. See
Subsection 12.4.F for more information about alender’s
servicing reguirements on ineligible loans due to borrower
error.

When aborrower is solely responsible for his or her
ineligibility, the borrower is not eligible for interest
benefits, an in-school or grace period, or deferment on the
ineligible loan(s). Additionally, the borrower may not
consolidate or rehabilitate an ineligible loan, and may not
have his or her Title IV eligibility reinstated by making
satisfactory repayment arrangements on an ineligible
amount. The borrower must fully repay the ineligible loan
toregain Title IV digibility. However, aborrower with an
ineligible loan(s) may consolidate another eligible loan(s).
[8682.201(d)(1)(i)(D); §682.201(d)(2)]

5.16.B
Ineligibility Based on School Error

In some cases, aborrower may receiveloan fundsfor which
he or sheisineligible due to aschool error. These errors
may include, but are not limited to:

«  Theschool delivers funds to a borrower who has not
maintained eligibility.

- The school certifies and delivers loan funds in excess
of the borrower’s eligibility.

»  Theschool certifies and deliversloan fundsto an
ingligible borrower (for example, aborrower in default
on another Title 1V loan).

+  Thestudent failsto enroll in a course leading to a
degree or certificate, and the course in which the
student enrollsis not required for teacher certification
or recertification in the state in which the school is
located.

«  Theborrower misrepresents or misreportsinformation
that the school isrequired to verify, and the school fails
to verify the information, resulting in the borrower’s
receipt of funds for which he or sheisineligible.

«  The school knew that a student would not, or did not,
begin attendance during the loan period or a payment
period within the loan period before the school
delivered loan proceeds to, or on behalf of, a student
(e.g., the student notified the school that he or she
would not attend or the school expelled the student).

If the lender discovers that a borrower received aloan, or
portion of aloan, for which the borrower isineligible
because of a school error, the lender should contact the
guarantor. The lender must continue to service theloan in
accordance with regulatory requirements. The guarantor
will investigatethe caseand, if necessary, require the school
to purchase any ineligible portion of the loan from the
lender and repay any interest and special allowance paid by
the Department.

Until the school repaysthe lender, the lender must continue
to service the loan as an eligible FFEL P loan. If the school
isrequired to repay the entire loan amount, the school may
request that the lender assign the loan to the school at the
time the school returns the ineligible loan funds to the
lender.
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5.16.C Ineligibility Based on Lender Error

In these cases, the school must repay the ineligible
disbursed amount plus outstanding accrued interest and
interest benefits or specia allowance payments that the
Department paid to the lender. See Subsection 8.9.B for
detailed information about returning ineligible loan funds
due to schoal error.

5.16.C
Ineligibility Based on Lender Error

If the borrower receives funds for which he or sheis not
eligible dueto alender error, the lender may not hill the
Department for interest or special allowance on the
ineligible portion of the loan, and must refund to the
Department any such amounts already paid. The ineligible
portion of theloan isnot insured by the guarantor. However,
the borrower remains eligible for al benefitsidentified in
the promissory note, including deferment and various
repayment options.

An example of indligibility dueto lender error isthe
disbursement of funds to a student attending aforeign
institution when the lender has received information, prior
to the disbursement of such funds, that the student is no
longer enrolled at least half time.
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6.1.A Minimum Length for an Academic Year

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

6.1
Defining an Academic Year

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

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

[8668.3(b)]

6.1.A
Minimum Length for an Academic Year

The minimum length for an academic year varies,
depending on the level of the program and the method of
measuring progress:

«  For an undergraduate program of study measured in
clock hours, an academic year isa period of at least
26 weeks of instructional time. During this period, a
full-time student isexpected to compl ete aminimum of
900 clock hours.
[HEA 8481(a)(2); 8668.3]

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

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

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

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

—  Theschool submits awritten request to the
Department for a reduced academic year that is
not less than 26 weeks. The request must include
information identifying the program to which the
reduced year will be applied and the number of
weeks that will be included in the proposed
reduced year. The school must demonstrate good
cause for the requested reduction and provide any
other information requested by the Department.
[8668.3(c)(1) and (2)]

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

[8668.3(c)(3)]

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

[8668.3(a); 08-09 FSA Handbook, Volume 3,

Chapter 1, p. 3-2]
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