Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: ED
| ssue: FFEL — Loan Limts

Regul atory Cite: 8§682. 204

Sunmmary of Change: The proposed change would clarify: (1) with
one exception, a borrower who is enrolled in a one-year program
of study may not borrow nore than the anmounts all owed under the
first-year undergraduate annual loan |limts, and (2) with one
exception, a borrower who is enrolled in a two-year program of
study may not borrow nore than the amounts all owed under the
second-year undergraduate loan limts.

Change:

8682.204 Maxi mum | oan anopunts.

(a) Stafford Loan Program annual limts. (1) In the case

of an undergraduate student who has not successfully conpleted
the first year of a program of undergraduate education, the
total amount the student nmay borrow for any academ c year of
study under the Stafford Loan Programin conbination with the
Federal Direct Stafford/ Ford Loan Program may not exceed the
foll ow ng:

(i) $2,625 for a program of study of at |east a full
academ c year in |length.

(ii) For a one-year programof study with |l ess than a ful
academ c year renmining, the anount that is the same ratio to

$2,625 as the--
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Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(iii) For a programof study that is less than a full
academ c year in length, the amount that is the same ratio to

$2,625 as the | esser of the--

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year
or
Nunmber of weeks enrolled

Nunmber of weeks in academ c year

(2) In the case of a student who has successfully
conpleted the first year of an undergraduate program but has not
successfully conpl eted the second year of an undergraduate
program the total amount the student may borrow for any
academ c year of study under the Stafford Loan Programin
conbi nation with the Federal Direct Stafford/Ford Loan Program
may not exceed the foll ow ng:

(i) $3,500 for a program whose length is at least a full
academ c year in |ength.

(ii) For a programof study with Iess than a full academ c
year remmining, an anount that is the sanme ratio to $3,500 as
t he- -

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(3) In the case of an undergraduate student who has
successfully conpleted the first and second years of a program
of study of undergraduate education but has not successfully

conpleted the remai nder of the program the total anount the
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student may borrow for any academ c year of study under the
Stafford Loan Programin conbination with the Federal Direct
Stafford/ Ford Loan Program nmay not exceed the foll ow ng:

(i) $5,500 for a program whose length is at |east an
academ c year in |length.

(ii) For a programof study with Iess than a full academ c
year remmining, an ampunt that is the same ratio to $5,500 as

t he- -

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(4) In the case of a student who has an associ ate or
baccal aureate degree that is required for adm ssion into a
program and who is not a graduate or professional student, the
total amount the student may borrow for any academ c year of
study may not exceed the anmpunts in paragraph (a)(3) of this
section.

(5 In the case of a graduate or professional student, the
total amount the student nmay borrow for any academ c year of
study under the Stafford Loan Program in conbination with any
anount borrowed under the Federal Direct Stafford/ Ford Loan
Program may not exceed $8, 500.

(6) In the case of a student enrolled for no | onger than
one consecutive 12-nmonth period in a course of study necessary
for enrollnment in a programleading to a degree or certificate,

the total amount the student may borrow for any academ c year of

February 25, 2002 DRAFT

PRE- DECI SI ONAL
FOR DI SCLISSI ON PURPOSFS ONI'Y



Page 4 of 9 — FFEL — Loan Limts

study under the Stafford Loan Programin combination with the
Federal Direct Stafford/Ford Loan Program may not exceed the
foll ow ng:

(i) $2,625 for coursework necessary for enrollnment in an
under graduate degree or certificate program

(ii) $5,500 for coursework necessary for enrollnment in a
graduate or professional degree or certificate programfor a
student who has obtained a baccal aureate degree.

(7) I'n the case of a student who has obtained a
baccal aureate degree and is enrolled or accepted for enroll nent
in coursework necessary for a professional credential or
certification froma State that is required for enploynent as a
teacher in an elenmentary or secondary school in that State, the
total amount the student nmay borrow for any academ c year of
study under the Stafford Loan Programin conbination with the
Federal Direct Stafford/ Ford Loan Program may not exceed $5, 500.

(8) Except as provided in paragraph (a)(4) of this section,

an undergraduate student who is enrolled in a programthat is one

academ c year in length may not borrow an anobunt for any academ c

year of study that exceeds the anmpunts in paragraph (a)(1l) of

this section.

(9) Except as provided in paragraph (a)(4) of this section-

(i) An undergraduate student who is enrolled in a program

that is two academ ¢ years in |l ength and who has not successfully
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conpleted the first year of the program may not borrow an anpunt

for any acadeni ¢ year of study that exceeds the anpunts in

paragraph (a)(1) of this section.

(ii1) An undergraduate student who is enrolled in a program

that is two acadenmi c years in |ength and who has successfully

conpleted the first year of the program nay not borrow an anount

for any academ c year of study in the remaining portion of the

programt hat exceeds the anpbunts in paragraph (a)(2) of this

section.

(d) Additional eligibility under the Unsubsidized Stafford

Loan Program In addition to any anount borrowed under

paragraphs (a) and (c) of this section, an independent

under graduat e student, graduate or professional student, and
certain dependent undergraduate students under the conditions
specified in Sec. 682.201(a)(3) may borrow additional anmpunts
under the Unsubsidized Stafford Loan Program The additi onal
anmpunt that such a student may borrow under the Unsubsi di zed
Stafford Loan Programin conbination with the Federal Direct
Unsubsi di zed Stafford/ Ford Loan Program in addition to the
amounts al | owed under paragraphs (b) and (c) of this section for

any academ c year of study--
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(1) In the case of a student who has not successfully
conpleted the first year of a program of undergraduate
education, may not exceed the follow ng:

(i) $4,000 for a program of study of at |east a full
academ c year.

(ii) For a one-year programof study with |less than a ful
academ c year remaining, the amount that is the same ratio to

$4, 000 as the--

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(iii) For a programof study that is less than a full
academ c year in length, an anount that is the same ratio to
$4,000 as the | esser of--

Number of senester, trimester, quarter, or clock hours enrolled

Number of senester, trimester, quarter, or clock hours in acadenic year
or
Nunmber of weeks enroll ed

Nunber of weeks in academ c year

(2) I'n the case of a student who has conpleted the first
year of a program of undergraduate educati on but has not
successfully conpleted the second year of a program of
under graduat e educati on may not exceed the foll ow ng:

(i) $4,000 for a program of study of at |east a full
academ c year in |ength.

(i1) For a programof study with less than a full academ c
year remmining, an amount that is the same ratio to $4, 000 as

t he- -
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Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(3) In the case of a student who has successfully
conpl eted the second year of a program of undergraduate
educati on, but has not conpleted the remai nder of the program
may not exceed the follow ng:

(i) $5,000 for a program of study of at |east a full
academ c year.

(i1i) For a programof study with Iess than a full academ c
year remmining, an amount that is the same ratio to $5,000 as

t he- -

Nunber of semester, trinester, quarter, or clock hours enrolled

Nunber of semester, trinester, quarter, or clock hours in acadenic year

(4) I'n the case of a student who has an associ ate or
baccal aureate degree that is required for adm ssion into a
program and who is not a graduate or professional student, the
total amount the student nmay borrow for any academ c year of
study may not exceed the anmounts in paragraph (d)(3) of this
section.

(5) I'n the case of a graduate or professional student, may
not exceed $10, 000.

(6) In the case of a student enrolled for no | onger than
one consecutive 12-nonth period in a course of study necessary
for enrollnent in a programleading to a degree or a certificate

may not exceed the foll ow ng:
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(i) $4,000 for coursework necessary for enrollment in an
under graduat e degree or certificate program

(ii) $5,000 for coursework necessary for enrollnment in a
graduate or professional degree or certificate programfor a
student who has obtained a baccal aureate degree.

(iii) I'n the case of a student who has obtained a

baccal aureate degree and is enrolled or accepted for enroll nent
in a program necessary for a professional credential or a
certification froma State that is required for enploynment as a
teacher in an elenentary or secondary school in that State,

$5, 000.

(7) Except as provided in paragraph (d)(4) of this section,

an undergraduate student who is enrolled in a programthat is one

academ c year in |length may not borrow an anobunt for any academ c

year of study that exceeds the anpunts in paragraph (d)(1) of

this section.

(8) Except as provided in paragraph (d)(4) of this section-

(A) An undergraduate student who is enrolled in a program

that is two acadenmic years in |Iength and who has not successfully

conpl eted the first year of the program nmay not borrow an anpunt

for any acadeni ¢ year of study that exceeds the anpunts in

paragraph (d) (1) of this section.

(B) An undergraduate student who is enrolled in a program

that is two acadenm c years in |ength and who has successfully
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conpleted the first year of the program nay not borrow an anpunt

for any acadeni ¢ year of study in the remaining portion of the

program t hat exceeds the ampunts in paragraph (d)(2) of this

secti on.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: FED UP #33
| ssue: FFEL - Anticipated G aduation Date

Regul atory Cite: 8682. 209(a) (2)

Summary of Change: The proposed change would clarify that if a
| ender has al ready disclosed repaynent terns to the borrower, it
is not required to change the borrower’s antici pated graduation
date or | ast date of attendance if a new date reported by the
school is in the sane nonth and year as the npost recent date
reported by the school. This proposed change would codify, in
part, existing Departmental policy.

Change:

8682. 209(a) Conversion of a loan to repaynent status.

(vi) The | ender nmust change the borrower’s antici pated

graduation date, or withdrawal date as determ ned in accordance

with 682. 605, based on new i nformation fromthe school, unl ess

t he | ender has al ready disclosed repaynent terns to the

borrower, and the new date is within the sane nonth and year as

t he nost recent date reported by the school
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: FED UP #26
| ssue: FFEL — Repaynment — “Three Tines Rul e”

Regul atory Cite: 8682.209(a)(7)(ii)

Summary of Change: The proposed change woul d give | enders and
borrowers nore flexibility in establishing repaynent schedul es
by allow ng an install ment payment to be up to five tinmes
greater than the snmallest schedul ed install ment paynent.

Change:

§682. 209 Repaynent of a | oan.

(a) Conversion of a loan to repaynent status.

* * * * *

(7) * * * * *
(ii) If a graduated or incone-sensitive repaynent schedul e

is established, it may not provide for any single install nent

that is nore than threefive times greater than any other

install ment. An agreenment as specified in paragraph (c)(21)(ii)

of this section is not required if the schedul e provides for

| ess than the m ni rum annual paynment anount specified in

paragraph (c)(1)(i) of this section.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: 1/ 7/ 02 Suggestion
| ssue: FFEL — Unenpl oyment Def ernment

Regul atory Cite: 682. 210( h)

Sunmary of Change: Sinplifies the unenpl oynent defernent rules,

and clarifies the requirenent that the borrower register with an
enpl oyment agency if one exists within 50 mles of the
borrower’ s address.

Change:

8§682. 210 Defernent.

* %k * % %

(h) Unenpl oynent def ernent.

(1) A borrower qualifies for an unenpl oynent defernment by
provi di ng evidence of eligibility for unenpl oynent benefits to
t he | ender.

(2) A borrower also qualifies for an unenpl oynent defernent

by providing to the | ender a witten——certification that --
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(1 +H) AHH+mngthat—tThe borrower has registered with a

public or private enploynment agency, if one is within a 50-nle

radius of the borrower's permanent or tenporary address,
e I , | add | d F
regist+ration—; and

(ii) For all requests beyond the initial request, the

borrower has made at |east six diligent attenpts to secure full-

tinme enpl oynment.
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(3) For purposes of obtaining an unenmpl oynent defernent
under paragraph (h)(2) of this section, the follow ng rules
apply:

(i) A borrower may qualify for an unenpl oynment defernment
whet her or not the borrower has been previously enpl oyed.

(ii) An unenpl oynment deferment is not justified if the
borrower refuses to seek or accept enploynent in kinds of
positions or at salary and responsibility levels for which the
borrower feels overqualified by virtue of education or previous
experience.

(iii) Full-time enploynment involves at |east 30 hours of

work a week and is expected to | ast at |east three nonths.

(iv) A borrower requesting an initial period of

unenpl oynent defernent is not required to describe his or her

search for full-tine enployment at the time the defernent is

granted. The initial period of unenpl oynent defernment can be

granted for a period of unenpl oynent beginning up to 6 nonths
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before the date the hol der receives the borrower’s request, and

can be granted for up to 6 nonths after that date.

(4) A lender may not grant a defernent based on a single
certification under paragraph (h)(1) or (h)(2) of this section
beyond the date that is six nonths after the date the borrower
provi des evidence of the borrower's eligibility for unenpl oynent
i nsurance benefits under paragraph (h)(1) of this section or the
date the borrower provides the witten——certification under

paragraph (h)(2) of this section.

February 25, 2002 DRAFT
PRE- DECI SI ONAL
FOR NI SCLISSI ON PURPOSFS ONI'Y



Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: 1/ 7/ 02 suggestion
| ssue: FFEL — For bearance Sinplification

Regul atory Cite: 8682. 211(b)- (e)

Sunmary of Change: The proposed change woul d, to the extent
permtted by law, elimnate the requirenent that a borrower or
endorser agree in witing to the terns of the forbearance. It
al so adds a requirenent that, in nost cases, the | ender nust
promptly send a notice to the borrower or endorser confirmng
the ternms of the forbearance.

Change:

8682. 211 For bear ance.

(b) A lender may grant forbearance if-
(1) +The I ender and the borrower or endorser agree s

witi+ng—to the ternms of the forbearance, and the | ender pronptly

sends a notice to the borrower or endorser confirmng the terns

of the forbearancer;

(2) I+n the case of a forbearance granted under paragraphs

(h) (1), (h(2)(i), or (h)(2)(ii)(A) of this section, the | ender

and the borrower or endorser agree in witing to the terns of

t he forbearance; or

(3) Hln the case of forbearance of interest during a

period of deferment, if—-the |ender inforns the borrower at the
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time the defernent is granted that interest paynents are to be
forborne.

(c) A lender may grant forbearance for a period of up to
one year at a tinme if both the borrower or endorser and an
aut horized official of the | ender agree iA—witing—to the terns
of the forbearance.

(d) A guaranty agency nay authorize a | ender to grant
forbearance to permt a borrower or endorser to resune honoring
the agreenment to repay the debt after default but prior to claim
paynment. The terms of the forbearance agreenment in this
situation nust include a new signed agreenent to repay the debt.

(e) Except in the case of forbearance of interest payments
during a defernment period if a forbearance involves the
post ponement of all paynents, the | ender nust contact the
borrower or endorser bytelephone—or—senda—wittennoticeto
the—borrower—or—endorser—at | east once every three nonths during
the period of forbearance to rem nd the borrower or endorser of

t he outstanding obligation to repay.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: 1/ 7/ 02 Suggestion
| ssue: FFEL — Adm ni strative Forbearances

Regul atory Cite: 8§682.211(f)

Sunmary of Change: The proposed change woul d expand a | ender’s

authority to grant admnistrative forbearances for a | ocal or
national emergency, or a mlitary nobilization.

Change:

8682. 211 Forbearance.

(f) Alender may grant forbearance, upon notice to the

borrower or if applicable, the endorser, with respect to paynents

of interest and principal that are overdue or would be due -

(1) * * *x * *

(11) For a period not to exceed 3 nonths fer—aberrower—wheo

s—affectedby—anatural—disaster—when the | ender determ nes

that a borrower’s ability to nake paynments has been adversely

affected by a natural disaster, a |local or national energency as

decl ared by the appropriate governnent agency, or a mlitary

mobi |l i zati on.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: FED UP #52
| ssue: FFEL — Disability Di scharge on Consolidation
Loans

Regul atory Cite: 8682. 402(a) - (b)

Summary of Change: The proposed change would permt a
proportional discharge of a joint Consolidation |loan if one of
t he borrowers would qualify for a discharge. It would also
permt a proportional discharge if a PLUS | oan had been incl uded
in the Consolidation |oan and the student for whomthe PLUS | oan
was obt ai ned dies.

Change:

8682.402 Death, disability, closed school, false certification,

unpai d refunds, and bankruptcy paynents.

(a) Ceneral. (1) Rules governing the paynent of clains
based on filing for relief in bankruptcy, and di scharge of | oans
due to death, total and permanent disability, attendance at a
school that closes, false certification by a school of a
borrower's eligibility for a | oan, and unpaid refunds by a
school are set forth in this section.

(2) If a Consolidation | oan was obtained jointly by a

married coupl e~ the

(—Fhe—ampunt of the Consolidation |oan that is discharged if

one of the borrowers dies or becones totally and pernmanently

di sabled is equal to the portion of the outstandi ng bal ance
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of the Consolidation |oan attributable to any of that borrower’s

| oans that would have been eligible for discharge.

(3) If a PLUS | oan was obtained by two parents as co-

maker s,

couple—and only one of the borrowers dies, becones totally and
permanently di sabl ed, has collection of his or her | oan
obligation stayed by a bankruptcy filing, or has that obligation
di scharged i n bankruptcy, the other borrower remains obligated
to repay the |oan unless that borrower would qualify for

di scharge of the | oan under these regul ations.

(34) Except for a borrower's | oan obligation discharged by
the Secretary under the false certification discharge provision
of paragraphs (e)(1)(ii) of this section, a |loan qualifies for
payment under this section and as provided in paragraph
(h)(1)(iv) of this section, only to the extent that the loan is
| egal |y enforceabl e under applicable | aw by the hol der of the
| oan.

(45) For purposes of this section --

(i) The legal enforceability of a |oan is conclusively

determ ned on the basis of a ruling by a court or admnistrative
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tribunal of conpetent jurisdiction with respect to that |oan, or
aruling with respect to another loan in a judgnent that
collaterally estops the holder fromcontesting the
enforceability of the |oan;

(ii) Aloan is conclusively determned to be legally
unenforceable to the extent that the guarantor determ nes,
pursuant to an objection presented in a proceedi ng conducted in
connection with credit bureau reporting, tax refund offset, wage
garni shment, or in any other adm nistrative proceeding, that the
|l oan is not |egally enforceabl e; and

(iii) If an objection has been raised by the borrower or
anot her party about the I egal enforceability of the | oan and no
determ nati on has been made under paragraph (a)(45) (i) or (ii)
of this section, the Secretary may authorize the paynent of a
clai munder this section under conditions the Secretary
consi ders appropriate. If the Secretary determ nes in that or
any other case that a claimwas paid under this section with
respect to a loan that was not a |legally enforceabl e obligation
of the borrower, the recipient of that paynment nust refund that

amount of the paynent to the Secretary.

(b) Death.
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(6) In the case of a Federal Consolidation Loan that

i ncludes a Federal PLUS or Direct PLUS | oan borrowed for a

dependent who has died, the obligation of the borrower or any

endorser to nmake any further paynments on the portion of the

out st andi ng bal ance of the Consolidation Loan attributable to

the Federal PLUS or Direct PLUS |oan is discharged as of the

date of the dependent’s death.
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Proposed Regul at ory Language

Committee | — Loans
Qui ck Fi x: No
Origin: FED UP #57
| ssue: FFEL - Rei nsurance

Regul atory Cite: 682. 412

Sunmary of Change: The requested change woul d provide for 100
percent reinsurance for ineligible borrower clains.

Change: None.

The Departnment believes that the Hi gher Education Act does not
support a change in the reinsurance percentage. The HEA

provi des that a guaranty agency receives 95 percent reinsurance
on all default clains except for |oans nmade under a | ender of

| ast resort program and |oans transferred froma cl osing
guaranty agency to another agency. See 8428(c)(1l) of the HEA
These limtations are also in the Departnent's regul ations at 34
CFR 8682.404(a). The regulations in 34 C.F.R 8682.412(e),

whi ch establishes the rules for "ineligible borrower"™ clains,
specifically tell the lender to treat the loan as in default and
to file a default claim Thus, these clains are subject to the
95 percent reinsurance level. |t has been proposed to change
the regulations to treat these clains as "special clains" and to
provi de 100 percent reinsurance to the guaranty agency. The HEA
does not authorize the creation of a "special clain category,;
the only claimcategories are default, death, disability, closed
school, false certification and unpaid refund. As the
regul ati ons indicate, the only category that these clains can
fit inis "default" and the clains are subject to the 95 percent
rate.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: FFEL Comrunity
| ssue: FFEL - Promnmi ssory Notes

Regul atory Cite: 682. 414(a) (5)

Sunmary of Change: Allow for the destruction of paper

prom ssory notes when the paper note has been electronically

i mged, provided that adequate neasures are taken in order to
ensure that the inaged notes accurately reflect the informtion
in the docunent, are accessible, and are capabl e of being
reproduced.

Change: None at this tine.

Commttee | felt it would be helpful to know of simlar

i nstances of this proposal in the comrercial |ending industry.
The Committee’s | ender and guaranty agency representatives
agreed to investigate current practices in this area and share
their findings.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: FED UP (not on 12/14/01 list)
| ssue: FFEL — Entrance and Exit Counseling

Regul atory Cite: 8682. 604(f) and (g)

Summary of Change: The proposed changes woul d update the
counseling requirenents, ensure consistency anong the FFEL,
Perkins, and Direct |oan programs, and clarify that parties
ot her than the school may provide the counseli ng.

Change:

8682. 604 Processing the borrower’s | oan proceeds and counseling

borrowers.

(f) Initial counseling. (1) A school nust eenduet—ensure

that initial counseling is conducted with each Stafford | oan

borrower either in person, by audiovisual presentation, or by
interactive electronic neans prior to its release of the first
di sbursenent, unless the student borrower has received a prior

Federal Stafford, Federal SLS, or Direct subsidized or

unsubsi di zed | oan. A school nust ensure that an individual wth

expertise in the title IV progranms is reasonably avail abl e
shortly after the counseling to answer the student borrower's
questions regarding those prograns. As an alternative, in the
case of a student borrower enrolled in a correspondence program

or a student borrower enrolled in a study-abroad programthat
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the home institution approves for credit, the-school—mayprovide

t he counseling may be provided through witten materials, prior

to rel easing those | oan proceeds.

(2) tn—~conduetingthe-The initial counseling—the-school

(ii1) Describe inforeceful—terns—the |ikely consequences

of default, including adverse credit reports, Federal offset,

and litigation; and

(iv) In the case of a student borrower of a Stafford |oan
(other than a |l oan made or originated by the school), enphasize
that the student borrower is obligated to repay the full anount
of the loan even if the student borrower does not conplete the
program is unable to obtain enploynent upon conpletion, or is
ot herwi se dissatisfied with or does not receive the educational
or other services that the student borrower purchased fromthe
school ;

(v) Provide the student borrower with general infornation

with respect to the average indebtedness of student borrowers

who have obtained a Stafford | oan for attendance at that schoo

or in the student borrower's program of study at that school;

and

(vi) Informthe student borrower as to the average

antici pated nonthly repaynent anount for student borrowers based
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on the average i ndebtedness provided under paragraph (f)(2)(v)

of this section.

(3) I f A-sechoelthat—econdyests—initial counseling is

conducted through interactive electronic neans, a school nust

t ake reasonabl e steps to ensure that each student borrower
receives the counseling materials, and participates in and

conpletes the initial counseling.

* * * * *

(g) Exit counseling. (1) A school nust ensure that cenduet

exit counseling is conducted with each Stafford | oan borrower

either in person, by audiovisual presentation, or by interactive

el ectroni c neans. I n each case, the school nust ensure that

copduet—this counseling is conducted shortly before the student

borrower ceases at l|least half-time study at the school. As an
alternative, in the case of a student borrower enrolled in a

correspondence program or a study-abroad programthat the home

institution approves for credit, the-schoolmmy provide—witten

counseling materials may be provided by mail within 30 days

after the student borrower conpletes the program |f a student
borrower withdraws from school w thout the school's prior
know edge or fails to conplete an exit counseling session as

requi red, the school nust previde—ensure that exit counseling is

provi ded through either interactive electronic means or by

mailing witten counseling materials to the student borrower at
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t he student borrower's |ast known address within 30 days after
| earning that the student borrower has w thdrawn from school or

failed to conplete the exit counseling as required.

(2) +h—conducting—the-The exit counsel i ng—the—school

(i1) Review for the student borrower avail able repaynment

options, {e—g——including standard, graduated, and

i ncone-sensitive repaynent plans and | oan consolidation

. : | \

(iii) Suggest to the student borrower debt-nmanagenent
strategi es that the-school—determnes—wul d best—assist

facilitate repaynment by the student borrower;

* * % * %

(v) Review wth the student borrower the conditions under

whi ch the student borrower nmay defer or forbear repaynment or

obtain a full or partial eaneellation—discharge of a |oan;

* * *x k% %

(3) | f A-schoolthat—conduets—exit counseling is conducted

by electronic interactive neans, the school nust take

reasonabl e steps to ensure that each student borrower receives
the counseling materials, and participates in and conpletes the

counsel i ng.
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Proposed Regul at ory Language

Committee | — Loans
Qui ck Fi x: No
Origin: 1/ 7/ 02 suggestion
| ssue: FFEL — Extend the time frame for guaranty
agency review and paynent of disability
cl ai ms.

Regul atory Cite: 682. 402( h)

Summary of Change: Currently, a guaranty agency nust review and
pay a disability claimw thin 45 days. The proposed change
woul d increase this tine period to 90 days.

Change:

8682.402 Death, disability, closed school, false certification,

unpai d refunds, and bankruptcy paynents.

* * *x * %

(h) Paynent of death, disability, closed school, false

certification, and bankruptcy clains by the guaranty agency—

(1) Ceneral. (i) The guaranty agency shall review a death,
bankruptcy, disability, closed school and false certification
claimpromptly and shall pay the | ender on an approved claimthe
anmount of | oss in accordance with paragraph (h)(2) and (h)(3) of
this section-

(A) not later than 45 days after the claimwas filed by the

| ender for death and bankruptcy clainms, and
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(B) not later than 90 days after the claimwas filed by the
| ender for disability, closed school and false certification

cl ai ns.

* * *x * %

(3) Paynent of interest. If the guarantee covers unpaid

interest, the anmobunt payable on an approved claimincludes the
unpaid i nterest that accrues during the follow ng periods:

ok ok k%

(iii) During the period required by the guaranty agency to
approve the claimand to authorize paynent or to return the
claimto the | ender for additional docunentation not to exceed--
(A) 45 days for death or bankruptcy clains; or

(B) 90 days for disability, closed school and false

certification clains.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: Fed Up #35 and #36
| ssue: Late Di sbursements

Regul atory Cite: 668. 164(9g)

Sunmary of Change: The changes to this section would (1)clarify
that an institution nust nake a post-w thdrawal disbursenent, if
applicable, to a student who w thdrew and was subject to the
provi sions of 8668.2, (2) provide that an institution nust offer
a | ate disbursement to a student who conpl eted the paynment or

| oan period, as applicable, (3) allow the subm ssion of a PLUS
application to neet the initial requirenment for eligibility for
a | ate disbursement of a PLUS | oan, and (4) allow, under
exceptional circunstances for a |late di sbursenent to be nade
after the normal 90 day peri od.

Change:

(g) Late di sbursenments -- (1) Ineligible students who may receive
a |late disbursenment. (i) An institution nmay nmake a | ate

di sbursenent under paragraph (g)(2) of this section, if the
student becane ineligible solely because --

(A) For purposes of the Direct Loan and FFEL prograns, the
student is no |longer enrolled at the institution as at |east a
hal f-time student for the | oan period; and

(B) For purposes of the Federal Pell Grant, FSEOG and Federal
Per ki ns Loan prograns, the student is no |longer enrolled at the
institution for the award year.

(ii) Notw thstandi ng paragraph (g)(1)(i) of this section --+

(A | f a student whe—w thdraws froman institution during a

paynment period or period of enrollnment, the institution
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(B) nust make a post-w thdrawal di sbursenent, if

applicable, under the provisions of 8668.22(a); orean

Ry

(9 |f a student graduates or successfully conpletes the

paynent period or period of enrollnent, the institution

nmust, at the student’s or parent’s request, make the late

di sbursenent for the anmpunt the student or parent was

eligible to receive while the student was enrolled at the

i nstitution.

(2) Conditions for |late disbursements. An institution my

di sburse funds under a title IV, HEA programto an ineligible
student and to the parent of an ineligible student as descri bed
in paragraph (g)(1) of this section if, before the date the
student becane ineligible --

(i)(A) The institution received a SAR fromthe student or an I SIR

fromthe Secretary and the SAR or |ISIR has an official expected
fam |y contribution calculated by the Secretary; or:

(B) For a PLUS | oan the student’s parent submtted the | oan

application or otherw se requested the PLUS | oan; and

(ti)(A) For a Direct Loan Program |l oan, the institution created
the electronic origination record for that loan. An institution
may not meke a | ate second or subsequent disbursenment of a D rect
Subsi di zed or Direct Unsubsidized | oan unless the student has
graduat ed or successfully conpleted the period of enrollnent for
whi ch the | oan was i ntended;
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(B) For an FFEL Program |l oan, the institution certified an
application for that loan. An institution my not nmake a | ate
second or subsequent disbursenent of a Stafford | oan unless the

student has graduated or successfully conpleted the period of
enrol I ment for which the | oan was intended;

(C) For a Direct Loan or FFEL Program | oan, the student conpl eted
the first 30 days of his or her programof study if the student

was a first-year, first-tinme borrower as described in 34 CFR
682. 604(c)(5) or 685.303(b)(4);

(D) For a Federal Pell Grant Program award, the institution
received a valid SAR fromthe student or a valid ISIR fromthe
Secretary; and

(E) For a Federal Perkins Loan Program | oan or an FSEOG Program

award, the student was awarded a | oan or grant.

(3) Making a |l ate disbursenent. (i) If a student or a parent

borrower qualifies for a |ate di sbursenent under paragraphs (Qg)
(12) and (23) of this section, the institution --

(+A) Except in the cases described in paragraph (g)(1)(B), Mrmay

make that | ate disbursenent of title IV, HEA program funds only
if the funds are used to pay for educational costs that the

institution determ nes the student incurred for the period in
whi ch the student was enrolled and eligible; and

(B) The institution nust generally make the | ate di sbursenent no

| ater than 90 days after the date it determ nes the student

wi t hdrew as provided under 8668.22 or 90 days after the student

ot herwi se beconmes ineligible under this paragraph.

(ii) On an exception basis, the institution may nmake the |ate

di sbursenent after the end of the applicable 90 day period

provided in paragraph (g)(4)(i) of this section, if the reason
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the | ate di sbursenent was not nmade during that period was not the

fault of the student or parent, and the institution docunents the

reason why the late disbursenent was not made during the

applicable initial 90 day period. {{+H)—Mist—rakethetate
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: FED UP #17
| ssue: FFEL — The proposed change woul d no | onger

entitle a borrower to rehabilitate a

defaul ted FFEL | oan for which a judgnment has
been secured. [This is a conform ng change
to nmake the FFEL regul ati ons consistent with
t he Perkins regul ations.]

Regul atory Cite: §682. 405

Summary of Change: Current FFEL regul ations permt
rehabilitation of a |oan on which a judgnent has been entered if
t he borrower signs a new prom ssory note prior to the sale of
the loan to an eligible | ender. That provision will be del eted.

Change:

8682.405 Loan rehabilitation agreenent.

(a) CGeneral. (1) A guaranty agency that has a basic program
agreenment must enter into a |loan rehabilitation agreement with
the Secretary. The guaranty agency nust establish a | oan
rehabilitation programfor all borrowers with an enforceable
prom ssory note for the purpose of rehabilitating defaulted

| oans, except for | oans for which a judgnent has been obtai ned,

so that the | oan may be purchased, if practicable, by an
eligible | ender and renoved from default status.

(2) Aloan is considered to be rehabilitated only after the
borrower has made one voluntary reasonabl e and affordable full

paynment each nonth and the paynment is received by a guaranty
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agency or its agent within 15 days of the schedul ed due date for
12 consecutive nonths in accordance with this section, and the
| oan has been sold to an eligible |ender.

(3) After the |oan has been rehabilitated, the borrower regains
all benefits of the program including any renmai ni ng defernent
eligibility under section 428(b)(1)(M of the Act, fromthe date

of the rehabilitation.

(b) Terns of agreenent. In the |oan rehabilitation agreenent,

t he guaranty agency agrees to ensure that its | oan
rehabilitation program neets the follow ng requirenents at al
tinmes:

(1) A borrower may request the rehabilitation of the borrower's
defaulted FFEL | oan held by the guaranty agency. The borrower
must nmake one on-time voluntary full paynment each nonth for 12
consecutive nonths to be eligible to have the defaulted | oans
rehabilitated. For purposes of this section, "~ full paynent''
means a reasonabl e and affordabl e paynent agreed to by the
borrower and the agency. The required anount of such nonthly
paynment may be no nore than is reasonable and affordabl e based

upon the borrower's total financial circunmstances. Voluntary

paynments are those made directly by the borrower +egardless—of
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whet-herthere i s—ajudgrentagainst—the borrower, and do not

i nclude paynents obtained by incone tax off-set, garnishnent,

i ncome or asset execution or after a judgnent has been entered

on the | oan. A guaranty agency nust attenpt to secure a | ender

to purchase the | oan at the end of the twel ve-(12-)nonth paynent

peri od.
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