SUPPORTING STATEMENT

Information Collections Under the Final Regulations Governing the Student Assistance General Provisions, the Federal Perkins Loan Program, the Federal Family Education Loan Program, and the William D. Ford Direct Loan Program.

A.  Justification

1.  Necessity of Information Collected

The Federal Perkins Loan Program (Perkins Loan), the Federal Family Education Loan (FFEL) Program, the William D. Ford Direct Loan (Direct Loan) Program, and the General Provisions final regulations revise current regulations in the areas of program administration.  
These final regulations are a result of regulatory review of the program regulations to reduce administrative burden for program participants, provide benefits to borrowers, and protect the taxpayers' interest. This request is for approval of reporting and recordkeeping requirements contained in the attached final regulations related to the administrative requirements of the Perkins Loan, the FFEL, and Direct Loan programs.  The information collection requirements in these final regulations are necessary to determine eligibility to receive program benefits and to prevent fraud and abuse of program funds.

General Provisions: (OMB control number: 1845-0022)
Sections 668.183 and 668.193 contain information collection requirements and are currently approved by OMB.  We are making the following changes to these sections: 

Sections 668.183 -- Calculating and applying cohort defaults rates and 668.193 -- Loan servicing appeals.

The final regulations eliminate the current provision that includes in the numerator of the cohort default rate calculation for a proprietary, non-degree-granting institution certain Direct Loan borrowers who are repaying under the income contingent repayment plan.  There is no change in the burden hours associated with the affected sections of the regulations as a result of this final change because we calculate cohort default rates.  

Other sections of the general provisions regulations contain information collection requirements and are currently approved by OMB.  These sections are being addressed in a separate clearance package. 

Perkins Loan Program: (OMB control numbers: 1845-0019 and 1845-0023)

OMB control number: 1845-0019

Sections 674.16, 674.19, 674.33, 674.34, and 674.50 contain information collection requirements and are currently approved by OMB under control number 1845-0019.  We are making the following changes to those sections: 

Section 674.16 -- Making and disbursing loans.

In order to provide for the use of a Master Promissory Note (MPN) in the Perkins Loan Program, we are eliminating the regulatory requirement that a Perkins borrower sign a promissory note for each award year.  The adoption of an MPN in the Perkins Loan Program will simplify the loan process by eliminating the need for institutions to prepare, and students to sign, a promissory note each award year.  Because institutional use of the Secretary's promissory note in the Federal Perkins Loan program is considered part of normal business practice in administering the Federal Perkins Loan program, there are no burden hours calculated for this section.

Section 674.19 --Fiscal procedures and records.

The final regulations provide that if a promissory note was signed electronically it must be stored electronically in accordance with the record retention requirements of 34 CFR 668.24(d)(3)(i) through (iv).  This change will not affect the process for retaining records in the Perkins Loan Program.  This provision will not add burden hours associated with this section.

      Sections 674.33 – Repayment.

Current regulations have been modified to specify that an institution's responsibility to coordinate minimum monthly repayment amounts with other institutions begins only when the borrower requests such coordination.  The final regulations will not affect the burden hours associated with this section, because the coordination of minimum monthly accounts is considered to be a normal business practice in the administration of the Perkins Loan Program. 

Section 674.34 -- Deferment of repayment--Federal Perkins loans, NDSLs and Defense loans.

Under the final regulations for economic hardship deferments, the amount of the borrower’s monthly payment on a Federal postsecondary education debt scheduled to be repaid in 10 years or less would be the actual monthly payment amount, instead of a derived amount produced by converting repayment periods of less than 10 years to standard 10‑year repayments.  These revisions and additions do not change the burden hours associated with this section.  

Section 674.50 -- Assignment of defaulted loans to the United States.

 The first change conforms the regulations to the requirement that an institution assign a loan to the Department when it makes a preliminary determination that the borrower qualifies for a total and permanent disability discharge on the loan.  The second change conforms to an earlier change made in §674.13, which provides the Secretary with the discretion to determine the circumstances under which reimbursement to the institution's Federal Perkins Loan fund would be appropriate. We have determined that there are no burden hours associated with this section, because the amendments in this section are technical conforming changes to earlier regulatory changes. 

Sections 674.8, 674.10, 674.13, 674.20, 674.31, 674.35, 674.36, 674.37, and 674.38 contain information requirements and are currently approved by OMB under control number 1845-0019.  We are not making changes to these sections.  We are requesting continued approval of these sections.

Section 673.5 is also cleared under OMB control number 1845-0019.  We are making a change to this section in a separate package under the General Provisions regulations.   We are requesting continued approval of this section.

Sections 675.10, 675.16, 675.19, 675.20, 675.27, 675.34, 675.35, 675.47, 675.48, 676.16, 676.19 also contain information requirements under the General Provisions regulations and are currently approved by OMB under 1845-0019.  We are not making changes to these sections.  We are requesting continued approval of these sections.

OMB control number: 1845-0023

Sections 674.39, 674.42, 674.43, 674.45, and 674.47 contain information collection requirements and are currently approved by OMB under control number 1845-0023.  We are making the following changes to these sections:

Section 674.39 -- Loan rehabilitation.

The final regulations prohibit rehabilitation of loans on which a judgment has been obtained.  Institutions will be partially relieved of the current regulatory burden associated with obtaining a newly signed promissory note from the borrower after rehabilitating the loan.  In addition, an institution will no longer be required to instruct the credit bureau to remove the default from the borrower's credit history. 

Section 674.42 -- Contact with the borrower.

The final regulations would require an institution to only provide, as part of its repayment information disclosure process or during the exit interview, contact information that allow a borrower to request and receive a copy of the borrower's signed promissory note.  The final change reduce burden for institutions. 

The final changes update the counseling requirements to ensure consistency among the FFEL, Perkins, and Direct Loan programs and clarify that parties other than the school may provide the counseling.  There is no change in the burden hours because the current estimate reflects the counseling that must be provided to borrowers regardless of whether a school or a party on behalf of a school provides the counseling.

The final regulations revise the information that must be disclosed to borrowers through counseling to be consistent with the Direct Loan and FFEL programs counseling regulations.  The changes do not change the burden hours associated with this section of the regulations. 

Section 674.43 -- Billing procedures.

The final regulations would make the institution's assessment of late charges optional in the Perkins Loan Program.  An institution that adopts a policy of assessing late charges would be required to assess them to all borrowers with overdue payments.  The final regulation reduce burden hours in this section because some institutions will choose not to adopt a consistent policy of assessing late charges and would not be required to respond to borrower inquiries and complaints concerning the imposition of those charges.  

Section 674.45 -- Collection procedures.

The final regulations governing credit bureau reporting have been revised to clarify that the institution report an account as being in default to a national credit bureau as part of the collection procedures that follow the billing procedures.  Because credit bureau reporting is considered to be a normal business practice in the administration of the Perkins Loan Program, the final regulation would not affect the burden hours associated with this section.

Section 674.47 -- Costs chargeable to the Fund.

The final regulations allow an institution to write-off account balances of less than $25 and, if the borrower has been billed for at least two years, balances of less than $50. These changes make it clear that a borrower whose balance has been written off is relieved of all repayment obligations.  This final regulation reduces burden for institutions because they would no longer be required to pursue collection of defaulted accounts with low balances.  

Sections 674.41, 674.44, 674.48, and 674.49 contain information requirements and are currently approved by OMB under control number 1845-0023.  We are not making changes to these sections.  We are requesting continued approval of those sections.

FFELP:  (OMB control number: 1845-0020)
Sections 682.200, 682.209, 682.210, 682.211, 682.402, 682.405, 682.414, and 682.604 contain information collection requirements and are currently approved by OMB. We are making the following changes to those sections:

Section 682.200 – Definitions.

The final regulations revise the definition of Lender to clarify that loans held in trust are not considered part of the trustee lender’s consumer credit function in determining whether the lender has exceeded the limit of one-half of the lender’s combined consumer credit portfolio.  The revision to the definition does not change the burden hours associated with this section of the regulations.

Section 682.209 -- Repayment of a loan.

The final regulations reduce burden on lenders by permitting them to establish first payment due dates for Stafford loan borrowers within 60 days following certain events instead of within 45 days under current requirements.  As a result of these final regulations, the Stafford loan repayment due dates would be the same as those generally permitted for the PLUS and Consolidation loan programs, although the starting dates that trigger the 60-day deadline are different in the three programs.  Since lenders would, under the final rule, simply re-set their computer systems and send out the same number of billings, there is no significant burden reduction as a result of this change.

Section 682.210 – Deferment.

The final regulations affect the ability of borrowers to qualify for unemployment and economic hardship deferments.  Current regulations require certain borrowers to provide job-search documentation that the lender must evaluate and maintain.  The final regulations permit those borrowers to qualify for an unemployment deferment without providing specific details of their job searches.

For economic hardship deferments, the amount of the borrower’s monthly payment on a Federal postsecondary education debt scheduled to be repaid in 10 years or less would be the actual monthly payment amount, instead of, as under current regulations, a derived amount produced by converting repayment periods of less than 10 years to a standard 10-year calculation.  

These revisions do not change the burden hours associated with this section of the regulations because the burden associated with the current requirement is accounted for under OMB Control Number 1845-0716, the deferment request form that borrowers use to obtain an unemployment deferment.

Section 682.211 – Forbearance.

The final regulations decrease the required frequency of lender contacts with certain borrowers in forbearance from once every 3 months to once every 6 months.  However, to compensate for this less frequent communication, the lender is required to enhance some of the information it provides to the borrower about the status of the borrower’s loan balance.  Taken together, these two changes appear to cancel each other out and result in no net increase in burden to the lender. 

Section 682.402 -- Death, disability, closed school, false certification, unpaid refunds, and bankruptcy payments.

The final regulations specify that if a Consolidation Loan includes a PLUS loan obtained for a student who died, the portion of the Consolidation Loan attributable to that PLUS loan is discharged.  The final regulations also provide for the discharge of the applicable portion of a Consolidation Loan that is obtained jointly by two married borrowers if one of the borrowers dies or becomes totally and permanently disabled.

The final regulations provide that a guaranty agency that is a state agency is not required to file a proof of claim and it may instruct lenders not to file proof of claims on loans that it guaranteed.   

The final regulations change the timeframe in which a guaranty agency must pay a claim to a lender for a disability discharge from 45 days to 90 days.

The revisions to the final regulations do not change the burden hours associated with this section of the regulations.

Section 682.405 -- Loan rehabilitation agreement.


The final regulations prohibit rehabilitation of loans on which a judgment has been secured.  Because guaranty agencies would no longer permit the rehabilitation of these debts, lenders and guaranty agencies would be relieved of the current regulatory burden associated with obtaining a newly signed promissory note from the borrower prior to the sale of a rehabilitated judgment debt.  The final regulations would not greatly affect the burden hours associated with this section as only one guaranty agency is significantly involved in loan rehabilitation at this time.
Section 682.414 -- Records, reports, and inspection requirement for guaranty agency programs.

The final regulations state that if a promissory note was signed electronically it must be stored electronically in accordance with the record retention requirements of 34 CFR 668.24.  The revision is a clarification of current regulations, and has no effect on the burden hours associated with this section.

Section 682.604 -- Processing the borrower’s loan proceeds and counseling borrowers.
The final regulations update the counseling requirements to ensure consistency among the FFEL, Perkins, and Direct Loan programs and clarify that parties other than the school may provide the counseling.  There is no change in the burden hours because the current estimate reflects the counseling that must be provided to borrowers regardless of whether a school itself or a party on behalf of a school provides the counseling.

Sections 682.205, 682.206, 682.207, 682.208, 682.214, 682.215, 682.301, 682.305, 682.401, 682.404, 682.406, 682.409, 682.410, 682.411, 682.417, 682.421, 682.507, 682.508, 682.511, 682.515, 682.601, 682.603, 682.605, 682.610, 682.711, 682.712, and 682.713 contain information collection requirements and are currently approved by OMB.  We are not changing these sections.  We are requesting continued approval of these sections.

 Direct Loan Program: (OMB control number:  1845-0021)

Sections 685.212, 685.220, and 685.304 contain information collection requirements and are currently approved by OMB.  We are making the following changes to those sections:

Section 685.212 -- Discharge of a loan obligation and Section 685.220 –Consolidation. 

The final regulations specify that if a Direct Consolidation Loan includes a PLUS loan obtained for a student who died, the portion of the Direct Consolidation Loan attributable to that PLUS loan is discharged.  The final regulations also provide for the discharge of the applicable portion of a Direct Consolidation Loan that is obtained jointly by two married borrowers if one of the borrowers dies or becomes totally and permanently disabled.  There is no change in the burden hours associated with the affected sections of the regulations as a result of these final regulations because the slight increase in the number of borrowers who will be eligible to apply for these benefits is sufficiently covered by the current burden estimates for the affected sections.

Section 685.304 -- Counseling borrowers.

The final regulations revise the counseling regulations to clarify that a party other than a school may provide counseling to borrowers on a school’s behalf.  This change makes the regulations consistent with longstanding Departmental guidance that has allowed another party to provide counseling for a school, as long as the school ensured that the counseling was provided and included all of the necessary information.  There is no change in the burden hours associated with this section of the regulations as a result of this final change because the current burden estimate reflects the counseling that must be provided to borrowers regardless of whether a school or a party on behalf of a school provides the counseling.

The final regulations also revise the information that must be disclosed to borrowers through counseling to be consistent with the Perkins Loan and FFEL program counseling regulations.  These revisions include two new pieces of information that must be disclosed to borrowers through counseling.  The revisions and additions to the disclosure requirements do not change the burden hours associated with this section of the regulations because they are sufficiently covered by the current burden estimate for the section. 

Section 685.204 contains information collection requirements and is currently approved by OMB.  This section governs deferments under the Direct Loan Program.  We are not proposing changes to this section; however, we are making a change to the regulations in §682.210 that govern unemployment and economic hardship deferments under the FFEL Program.  By cross reference, the regulations in §682.210 govern unemployment and economic hardship deferments under the Direct Loan Program as well.  The burden associated with unemployment and economic hardship deferments under the Direct Loan Program is accounted for under the clearance of the deferment request forms and will be adjusted as necessary when the forms are revised following publication of final regulations.

Sections 685.205, 685.206, 685.209, 685.214, 685.215, 685.216, 685.217, 685.301, 685.302, 685.303, and 685.309 contain information collection requirements and are currently approved by OMB.  We are not making a change to these sections.  We are requesting continued approval of these sections.  

2.  Purpose and Use of Information Collected

    General Provisions: 

   
The information collected, recorded, and/or disclosed in §§668.183 and 668.193 will continue to be used as necessary in the calculation of cohort default rates.  If we did not require the collection, recordation, and/or disclosure of information as specified in §§668.183 and 668.193, we would not be able to calculate cohort default rates.

     Perkins Loan Program:  

The information collected, recorded, and/or disclosed in §§674.16, 674.19, 674.33, 674.34, 674.39, 674.42, 674.43, 674.45, 674.47, and 674.50 will continue to be used as necessary to provide for the making and servicing of Perkins Loans.  If we did not require the collection, recordation, and/or disclosure of information as specified in these sections, the processing of Perkins Loans would not be possible.  
     Federal Family Education Loan Program:   

The Federal Family Education Loan Program loans are maintained by three major groups:  guaranty agencies, lenders, and schools.  Recordkeeping requirements are imposed to assure accountability of program participants for proper program administration and to justify the payment of funds by the federal government.  Not collecting the information described would be likely to result in a loss of billions of dollars of Federal money due to waste, fraud and abuse.

Direct Loan Program:

The information collected, recorded, and/or disclosed in §§685.212, 685.220, and 685.304  will continue to be used as necessary in the discharge of loans, the consolidation of loans, and the provision of counseling to borrowers.  If we did not require the collection, recordation, and/or disclosure of information as specified in §§685.212 and 685.220, borrower eligibility for loan discharge and consolidation would not be possible.  If we did not require the collection, recordation, and/or disclosure of information as specified in §685.304, borrowers would not be properly counseled about the loans they borrow.

3.  Consideration of Improved Information Technology

     General Provisions:

 We maximize the use of available technology in calculating cohort default rates.  This effort extends to requirements that the cohort default rate regulations impose on schools.  


FFELP:

Guaranty agencies conduct business with the Department electronically.  Schools and lenders utilize electronically the National Student Loan Data System to verify accuracy of records.

Perkins Loan Program: 

We continue to revise our regulations so that they allow institutions to maximize the use of available technology in making and servicing Perkins Loans.   

Direct Loan Program:

We continue to maximize the use of available technology in making and servicing Direct Loan Program loans.  This effort extends to requirements that the Direct Loan regulations impose on borrowers and schools.  
4.  Efforts to Identify Duplication
A thorough review of procedures indicates that current requirements are minimal and avoid duplication.  This review was done in conjunction with affected parties who have a vested interest in eliminating duplication.

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

6.   Consequences of Less Frequent Data Collection
Recordkeeping requirements are imposed to assure accountability of program participants for proper program administration and less frequent collection could impair accountability of program participants.

7. Special Circumstances Governing Data Collection

The collection of this information will be conducted in a manner that is consistent with the guidelines in 5 CFR 1320.5(d)(2). 

8.   Consultation Outside the Agency

These regulations were discussed at regulatory negotiated rulemaking meetings of the Department with the financial aid community over a five-month period, as detailed in the preamble to the Notice of Proposed Regulations published August 6, 2002.

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

10. Assurance of Confidentiality 

A Privacy Act Notice is included on the Application Form and Promissory Note.  In this notice, the borrower is informed of the statutory authority for collecting the information requested.  Although disclosure of the information is voluntary, the borrower is informed that in order to be considered for Perkins Loan, FFEL, or Direct Loan Program funds, the information must be provided.  The information provided is used to verify the borrower's identity, to determine the borrower's eligibility to receive an Perkins Loan, FFEL, or Direct Loan Program loan and benefits, to permit the servicing of the borrower's loan(s), and to locate the borrower and collect on the loan(s) if the loan(s) become delinquent or default.  A listing of the persons and entities to which the information may be disclosed and for what purposes the information may be disclosed is also included.

11. Questions of Sensitive Nature
The Department is not requesting any sensitive data.

12.  Annual Hour Burden for Respondents/Recordkeepers.

General Provisions: 

As explained in #1 of this supporting statement, §§668.183 and 668.193 contain information collection requirements and are currently approved by OMB.  The final changes to these sections, however, do not change the burden hours associated with the sections.  Other changes to the current burden estimate for this information collection will be reflected in the separate clearance package for the other NPRM that proposes changes to a larger number of sections under 34 CFR 668.

Perkins Loan Program:

The final changes to 674.39, 674.42, 674.43, and 674.47 changes the burden hours associated with those sections.  Therefore, we are changing the current burden estimate for this information collection as follows:

Section 674.39 -- Loan rehabilitation.

We estimate that 592,000 Perkins Loan borrowers are currently in default.   An estimated 5920 (or 1%) of these borrowers have loans on which a judgment has been obtained.  We estimate that it takes approximately 10 minutes (.167 hours) per rehabilitated loan for the institution to process a new promissory note and to instruct the credit bureau to remove the default from the borrower's credit history.  Therefore, the final change will result in a burden reduction of 989 hours.

Section 674.42 – Contact with the borrower.

Based on the fact that under the current regulations, an estimated 600,000 copies of promissory notes were provided to borrowers at an estimated time of 1 minute (.017 hours) per copy.  We expect that under the final regulations only about 10 percent of the borrowers will request copies of their notes.  Therefore, the final change would result in 540,000 fewer notes needing to be distributed with a burden reduction of 9,180 hours.

Section 674.43 -- Billing procedures.

There are currently an estimated 2000 institutions that participate in the Perkins Loan Program.  We estimate that 200 (or 10%) of these institutions will choose not to assess late charges.  We approximate that, on average, each of those institutions spends one hour per month (12 hours per year) communicating with borrowers about the late charge.  As a result, the final regulations would result in a burden reduction of 2400 hours.

Section 674.47 -- Costs chargeable to the Fund.

We estimate that 592,000 Perkins Loan borrowers are currently in default.   An estimated 5920 (or 1%) of these borrowers would be eligible for write-off under the final regulations.  We estimate that performing collection procedures on an overdue account takes one hour (1.00 hour) per borrower.  Therefore, the final change will result in a burden reduction of 5920 hours.

FFELP:  No change from current inventory.

Direct Loan Program: 

As explained in #1 of this supporting statement, §§685.212, 685.220, and 685.304 contain information collection requirements and are currently approved by OMB.  The final changes to these sections, however, do not change the burden hours associated with the sections.  Therefore, we are not making any changes to the current burden estimate for this information collection.

13. Annual Cost Burden to Respondents

General Provisions:  

This section is not applicable because the final changes to §§668.183 and 668.193 do not change the burden hours associated with the sections.

Perkins Loan Program: 

The costs associated with the burden hour reductions explained in #12 are as follows:

Section 674.39 -- Loan rehabilitation.

989 reduced burden hours X $10 per hour = $9890 reduction

Section 674.42 -- Contact with the borrower.

9,180 reduced burden hours X $10 per hour = $91,800 reduction

Section 674.43 -- Billing procedures.

2400 reduced burden hours X $10 per hour = $24,000 reduction





Section 674.47 -- Costs chargeable to the Fund.

5920 reduced burden hours X $10 per hour = $59,200 reduction
      FFELP:  

      No change from current inventory.

      Direct Loan Program:  

This section is not applicable because the final changes to §§685.212, 685.200, and 685.304 do not change the burden hours associated with the sections.
14.  Estimated Annual Cost to the Federal Government

There are no additional costs to the Federal government as a result of the final regulations.

15. Reasons for Changes to Burden Hour Estimated
Details of regulatory changes are contained in the enclosed regulations.  However, there is no resulting burden hour change in the General Provisions,  FFEL and Direct Loan final regulations.  There are changes to the Perkins Loan regulations.  Details of those changes are provided in #1 and #12 of this supporting statement.

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

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

18.  Exception to the Certification Statement
ED is not requesting any exceptions to the "Certification for Paperwork Reduction Act   Submissions" of OMB Form 83-1.
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