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Information Collection for the

Federal Family Education Loan Program

William D. Ford Federal Direct Loan Program

and

Federal Perkins Loan Program

Loan Discharge Application Documents
A.  Justification
1.
Necessity of Information Collection
The Higher Education Act of 1965, as amended (HEA), established the Federal Family Education Loan (FFEL) Program and the William D. Ford Federal Direct Loan (Direct Loan) Program under Title IV, Parts B and D.  This legislation authorizes the discharge of a borrower’s obligation to repay his or her loan(s) based on a claim of school closure, false certification of student eligibility, and unauthorized payment (unauthorized signature).  The HEA established the Federal Perkins (Perkins) Loan Program under Title IV, Part E.   The Higher Education Amendments of 1998 authorized the discharge of a borrower’s obligation to repay a Perkins Loan based on a claim of school closure.

The collection of this information is necessary for the borrower to request discharge of his or her obligation under these loan programs.  The qualifications and procedures for receiving a discharge of a FFEL loan are contained in 34 CFR 682.402.  The qualifications and procedures for receiving a discharge of a Direct Loan are contained in 34 CFR 685.212;  34 CFR 685.213; and 34 CFR 685.214.  The qualifications and procedures for receiving a closed school discharge on a Perkins Loan are contained in 34 CFR 674.33(g).  These regulations require borrowers who seek discharge of their FFEL , Direct Loan, or Perkins loans to provide their loan holders with certain information in writing.

This supporting statement is for applications that will be used to collect the information that a borrower requesting a loan discharge must provide.  The four loan discharge applications are:

1.
Loan Discharge Application: School Closure

2.
Loan Discharge Application: False Certification of Ability to Benefit

3.
Loan Discharge Application: False Certification (Disqualifying Status)

4.
Loan Discharge Application: Unauthorized Signature/Unauthorized Payment

The discharge applications are designed to be used by student and parent borrowers in the FFEL and Direct Loan programs.  We have revised the closed school discharge application so that it may also be used by Perkins Loan borrowers.  

2.
Purpose and Use of Information Collected
The information obtained via these forms is necessary for eligible lenders or loan holders to determine whether a borrower in the FFEL, Direct Loan, or Perkins Loan programs meets the statutory and regulatory criteria for cancellation of his or her loan(s).  If the information requested on these forms was not collected, the Department of Education (the Department) would not be able to verify that the borrower was entitled to cancellation of the outstanding program loans. 

Justifications for the individual data elements on the five applications are attached as Appendices 1, 2, 3, and 4.  

3.
Consideration of Improved Information Technology
The collection of information does not involve the use of technological processes such as electronic submission of responses.  Such loan discharge applications require borrower’s signatures.  The United States Postal Service, or some other mail delivery service, provides the only currently feasible means for loan holders to send discharge applications to borrowers, and for borrowers to return the completed applications and supporting documents. At the present time, the Department continues to discuss the feasibility of electronic signatures with it’s Office of General Counsel and the Justice Department with the hope that the legal issues surrounding that issue will be resolved in the future.

4.
Efforts to Identify Duplication
Although the loan discharge applications require borrowers to provide some information that is available from other sources, loan holders cannot determine whether a borrower is eligible for discharge based solely on existing records.  In addition, the Department believes it is appropriate that borrowers who are asking to be relieved of the obligation to repay a loan should provide evidence supporting their eligibility for discharge.  This will help protect the interests of both taxpayers and borrowers.  By comparing the information provided by borrowers with information that is already available, and conducting further checks if necessary to resolve discrepancies, the loan holders will be better able to identify fraudulent claims.  In addition, this process will protect the rights of borrowers by ensuring that discharge determinations are based on the most accurate information available.

5.
Burden Minimization as Applied to Small Business
No small businesses are affected by this information collection.

6.
Consequences of Less Frequent Data Collection
A borrower will be required to complete a loan discharge application only one time.

7.
Special Circumstances Governing Data Collection
The collection of this information will be conducted in a manner that does not involve any of the guidelines in 5 CFR 1320.5(d)(2).

8.
Consultations Outside the Agency
The Department has been working in coordination with the National Council on Higher Education Programs to develop the discharge forms.   

9.
Payments or Gifts to Respondents
No payments or gifts will be provided to respondents.

10.
Assurance of Confidentiality
A Privacy Act Notice is included on all documents used for the FFEL, Direct Loan, and Perkins Loan programs.  In this notice, the borrower is informed of the statutory authority to collect the information requested.  Although disclosure of the information is voluntary, the borrower is informed that in order to be considered for a Title IV loan program benefit, the information must be provided.  The information provided is used to verify the borrower’s identity and to determine the borrower’s eligibility for benefits.  The persons and entities to which the information may be disclosed is limited by statute.

11.  Questions of a Sensitive Nature
The applications for loan discharge based on school closure and unauthorized signature do not include any questions sensitive in nature.  However, the false certification discharge applications require the borrower to provide information that might be considered private.  Specifically, one question asks whether there was anything related to physical or mental condition, criminal record, or the student’s age that prevented the student from meeting the legal requirements for employment in the occupation for which the program of study supported by the loan was intended to prepare the student, or which would have prevented the student from enrolling in the program.  This question is necessary in order to establish whether a school falsely certified a borrower’s eligibility under the conditions specified in 34 CFR 685.214(a)(1)(iii) (Direct Loan), and 34 CFR 682.402 (e)(13)(iii)(B) (FFEL).  

12.
Annual Hour Burden for Respondents/Record keepers
The total estimated annual reporting hour burden for this information collection is approximately 27,600 hours.  This represents the total burden hour estimates for all four loan discharge applications.  The burden estimate for each application was calculated as follows:

Loan Discharge Application: School Closure
Estimated annual number of respondents:

  40,360

Number of responses per borrower:


x          1

Hours per response:




x       0.5 (30 minutes)
Annual hour burden:




   20,180 hours

Loan Discharge Application: False Certification

of Ability to Benefit
Estimated annual number of respondents:

    7,430

Number of responses per borrower:


x          1

Hours per response:




x       0.5 (30 minutes)
Annual hour burden:




      3,715 hours

Loan Discharge Application: False Certification

(Disqualifying Status)
Estimated annual number of respondents:

   2,480

Number of responses per borrower:


x          1

Hours per response:




x       0.5 (30 minutes)
Annual hour burden:




      1,240 hours

Loan Discharge Application: Unauthorized Signature/

Unauthorized Payment
Estimated annual number of respondents:

   4,930

Number of responses per borrower:


x          1

Hours per response:




x       0.5 (30 minutes)
Annual hour burden:




  2,465 hours

13.  Annual Cost Burden to Respondents
The primary cost to the respondent is a cost in time - the time needed to collect the information and complete the form.  It is not possible to quantify that cost.  

14.
Estimated Annual Cost to Federal Government
The cost to the federal government is minimal for cancellation requests for the FFEL and Perkins programs as the loan holders distribute the form, collect the information, and process the discharge request forms.

However, for the Direct Loan Program, there is a cost annually to the Federal Government for printing, mailing, and processing the applications:

Printing:
6,300 documents  x  $.10 per form  =        $630.00

Mailing:
6,300 documents  x  $.32 per form  =     $2,016.00

Processing:      6,300 documents  x  $15 per form  =  $   94,500.00
TOTAL:
 $   97,146.00

The $94,500 estimate for processing represents contractor salaries and other processing costs incurred by the Department’s contractor at the Direct Loan Servicing Center.

15.
Reason for Changes to Burden Hour Estimate
The 1998 Amendments to the Higher Education Act authorized the discharge of a borrower’s obligations to repay a Perkins Loan based on a claim of school closure.  We have revised the burden hour estimate to account for Perkins borrowers who may now apply for the closed school discharge.  In addition, because of recent changes to the regulations governing total and permanent disability discharges, we’ve removed the total and permanent disability discharge application, and its attendant burden hours, from this clearance package.  The burden hours for total and permanent disability discharges are now accounted for in a separate clearance package.  

16.
Collection of Information with Published Results
The results of this information collection will not be published.

17.
Approval Not to Display Expiration Date
The Department is not seeking this approval.

18.
Exceptions to the Certification Statement
The Department is not requesting any exceptions to the Certification for Paperwork Reduction Act Submissions of OMB Form 83-1.

B.
Collection of Information Employing Statistical Methods

This collection of information will not employ any statistical methods.

