1UE 1404 FAA

§674,53

may qualify for a cancellation by com-
Plving with the requirements of para-
eraph (a) of this section,

(@) A borrower whose defanlted loan
has been accelorated—

(1) May qualify for a loan cancella-
tion for services performed before the
date of acceleration: and

(ii) Cannot qualify for a cancellation
for services performed on or after the
date of acceleration.

() An institution shall grant a re-
quest for cancellation on account of
the death or disability of the borrower
without regard to the repayment gta-
tus of the loan.

(d) Concurrent deferment period. The
Secretary considerg g Perking Loan,
NDSL or Defense Loan borrower's loan
deferment under §674.34(¢) to ran con-
cwrrently with any period for which
cancellation under §§674.59, 674.54,
674,55, 674.56, 874,57, 874,58, 874,59, and
674.60 13 granted.

(2) For loans rmade on or after July 1,
1993, the Secretary considers a bor-
rower's loan deferment under §674.94 to
ran concurrently with any period for
which a c¢ancellation under §8674.53,
674.56, 674.57, or 674.58 is granted.

(e) Nativnal community service. No bor-
rower who hag recelved a benefit under
Bubtitle D of title T of the Nationa) and
Community Service Act of 1990 may re-
céive a cancellation under this subpart.

(Approved by the Office of Managemeont and
Dudget under contrel numner 1645-0019)

(Authority; 20 U.5.C. 425, 1087we)

(52 FR 45758, Dec. 1, 1987. aa umendeq at 53
FR 49147, Deo, 6, 19R9; 59 FR 61413, Nov, an,
1954; 62 I'R. 50848, Sopt. 26, 1997: 84 FR 53313,
Oaov, 28, 1998]

$674.53 Te::her cancellation—Federal
Perkins, NDSL and Defense loans.

&) Cancellation jor Jull-Bme egching
in an elementary or secondary school
serving low-income studenty,

(1)(i) An institution must cancel up
o 100 percent of the outstanding loan
balance on a Federal Perkins loan or
an NDSL made on or after July 23, 1992,
for full-time teaching in a public or
other noapront elementary or sae-
ondary achool.

(i) An institution must cancel up to
100 percent of the outstanding loan bal-
ance on a Federal Perkins, NDSL or
Defense loan made prior to July 23,
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1892, for tenching service performed on

or afler October 7, 1998, if the cancella-

tion benefits provided under this s8¢
tion are not Included in the terms of
the borrower’s promissory note.

(2) The borrower must be téaching
full-time in a public or other nonprofit
elementary or sscondary scheol that

(1) Is in a school distriet that quali-
fied for fundg, in that Vear, under title
I of the Elementary and Secondary
Education Aot of 1065, as amended; and

(ii) Has been selectad by the Sec-
retary based vn a determinstion that
more than 30 percent of the school's
total enrollment is made up of title I
ohlldren.

(3) For each academic vear, the See-
retary notiftes participating institu-
tions of the schools selected under
Daragraph (a) of this section.

(4) (1) The Secretary selects schools
under paragraph (a)(1) of this section
based on a ranking by the State sdu-
catlon agency,

(i1) The State education agency shall
base its ranking of the schoolg on ob-
Jective standards and methods. Thesa
standards must take into account the
numbers and percentages of title I chil-
dren attcnding those schools,

(ii1) For each academic year, the Sec-
retary notifies participating institu-
tions of the schools selected under
paragraph (a) of this section.

(6) The Secretary considers all sle-
mentary and secondary schoola oper-
ated by the Bureau of Indian Affairs
(BIA) or operated on Indian reserva-
tions by Indian tribal groups under
contract with BIA to qualify as schools
serving low-income students.

(6) A teacher, who performs service in
a school that meets the requirement of
paragraph (a)(1) of this section in any
year and {n a subgequent year failg to
meeT these requirements, may con-
tinue to teach in that school and will
be eligible for loan cancellation pursu-
ant to paragraph (a) of this section in
subsequent; years.

(7) If a liat of eligible institutions in
which & teacher performs services
under paragraph (a)(1) of this section is
not available before May 1 of any year,
the Secretary may use the lMat for the
year preceding the Vear for which the
determination is made to make the
service determination.
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teaching service performed on
detober 7, 1990, if the cancella-
efits provided under this sec-
not included in the terms of
iwer’s promiesory note.

3 borrower must be teaching
in a public or other nonprofit
Xy or secondary school that—
n a school district that quali-
undzg, 1n that year, under title
» Elementary and Secondary
n Act of 1965, a8 amended; and
B been selected by the Sec-
ased on a determination that
an 30 percent of the school’s
~ollment is made up of title I

- each acadernic year, the Sec-
1tifies participating institu-
" the schools selected under
ih (a) of this section.

The Secretary eelects schools
wagraph (a)(1) of this section
\ & ranking by the State edu-
rency.

e State education agency shall
ranking of the schools on ob-
itandards and methods. These
s must take into account the

and percentages of title I chil-
anding those schools,

it each academic yvear, the Sec-
jotifies participating inatitu-
! the schools selécted under
sh (&) of this section.

o Secretary considers all ele-
- and secondary schools oper-
the Burean of Indian Affairs
- operated on Indian reserva-
v Indian tribal groups under
i with BIA to qualify as schools
low-income students.

eacher, who performs service in
that meets the requirement of
>h (a)(1) of this section in any
1 in & subsequent year fails to
jese requirements, may con-
. teach in that schoal and will
sle for loan cancellation pursa-
)aragTaph (a) of this section in
2nt years.
1 list of eligible institutions in
a teacher performs services
aragraph (a)(l) of this section is
Jlable before May 1 of apy year,
retary may useé the list for the
scedipg the year for which the
nation Is made to make the
Jetermination.
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(b) Cancellation for full-time teaching
in special education. (1) An institution
must cancel up to 100 percent of the
outstanding balance on a borrower’s
Federal Perkins loan or NDSL loan
made on or after July 23, 1992, for the
borrower's service ag a full-time spe-
cial education teacher of infunts, tod-
dlers, children, or youth with disabil-
itieg, in & public or other nonprofit ele-
mentary or secondary school system.

(2) An lnstitution must cancel vp o
100 percent of the outstanding loan bal-
ance on a Federal Perkins, NDSL or
Defense loan made prior to July 23,
1892, for teaching service performed on
or after October 7, 1998, if the canocella-
tion benefits provided under this zec-
tion are not included in the terma of
the borrower’s promiasgory note.

(c) Cancellation for full-time teaching
in fields of ezpertise. (1) An institution
must cance]l up to 100 percent of the
outstanding balance on a borrower’s
Federal Perkins loan or NDSL made on
or after July 23, 1992, for full-time
teaching in mathematics, gcience, for-
eign lapguages, bilingual education, or
any other fleld of expertise where the
State education agency determines
that there is a shortage of qualified
teachers. .

(2) An institntion must cancel up to
100 percent of the outstanding loan bal-
ance on a Federal Perkins, NDSL or
Dufense loan made prioxr fo July 23,
1993, for teaching service performed on
or after October T, 1998, if the cancella-
tion benefits provided under this seoc-
tion are not inoluded in the terms of
the borrower's promissory note.

(d) Canccligtion rates. (1) To qualify
for cancellation under paragraph (a),
(b), ot (c) of this section, a borrower
shall teach full-time for a complete
academic year or its equivalent.

(2) Cancellation rates are—

(i) 15 percent of the original} principal
loan amount plus the interest on the
unpaid balsnce accruing during the
vear of qualifying service, for each of
the first and second years of full-time
teaching;

(ii) 20 percent of the original prin-
cipal loan arnount, plua the intereat on
the unpaid balance accruing during the
year of qualifying service, for each of
the third and fourth years of full-time
teaching; and

page -

§674.55

(11i) 80 percent of the original prin-
cipal loan amount, plug the interest on
the unpald balance accruing during the
yvear of qualifying servioce, for the fifth
yesr of full-time teaching.

(e) Teaching in a school system. The
Secrctary comdlders a borrower to he
teaching in a public or other nonprofit
elementary or Becondary school aystem
only if the borrower iz directly em-
ployed by the school systemn.

(f) Teuching children and adults. A
borrower who teaches both adults and
childran qualifies for cancellation for
this service only if a majority of the
gtudents whom the borrower teachea
are children.

(Authority: 20 U.B.C 108706)

(59 FR 61413, Nav. 30, 1984, a8 amcnded at 64
FR 58313, Oct. 28, 1999]

8674.54 (Reserved]

§674.56 Teacher cancellation—Defense
loans.

(a) Cancellgtion for full-time teaching.
(1) Ap institution shell canoel up to 60
percent of the outstanding balance on a
borrower's Defense loan for full-time
teaching in—

(i) A public or other nonprofit ele-
mentary or secondary school;

(ii) An institution of higher edu-
cation; or

(iii) An overseas Department of De-
fense elementary or secondary school.

(2) The cancellation rate is 10 percent
of the original principal loan amount,
plus the interest on the unpaid balance
accruing during the year of qualifying
gervice, for each complete year, or its
equivalent, of teaching.

(b) Cuncellation for full-time teaching
in an elementary or secondary Schonl
serving low-income students. (1) The in-
stitution ghall cancel up to 100 percent
of the outstanding balance on & bor-
rower's Defense loan for full-time
tenoching 1n a public or other nonprofit
alementary or secondary school that—

(i) Is in & Bchool dletrict that quali-
tles for funds in that year under title I
of the Blementary and Secopdary Edu-
cation Act of 1965, as amended; and

(ii) Has been selected by the Bec-
retary based on a determination that a
high concentration of students enrolled
at the school are from low-income farm-
ilies.
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(2)(i) The Secretary selects schools
under paragraph (b)(1) of this section
based on a ranking by the State edu-
cation agency.

(11) The State education agency shall
base ita ranking of the schools on ob-
Jective standards and methods. These
standards must take Into account the
numbers and percentages of title I chil-
dren attending those schoola.

(3) The Secretary considera all ele-
mentary and secondary schools oper-
ated by the Burean of Indlan Affairs
(BIA) ar operated on Indian reserva-
tione by Indian tribal groups under
contract with BIA to gualify aa schools
serving low-income students.

(4) For each academic year, the Sec-
retary notifies participating inastitu-
tions of the Bchools Eselected under
paragraph (b) of thia section.

(5) The cancellation rate ig 15 percent
of the original principal lean amount,
plus the intereaf on the unpaid balance
accrulng during the year of qualifying
service, for each complete scademic
yvear, or [(ts equivalent, of full-time
teaching.

(6) [Reserved]

(7)Y Cancellatlon for full-time teach-
ing under paragraph (b) of this section
is available only for teaching begin-
ning with academic vear 1866-67.

(c) Cancellalion fur full-time teaching
of the handicapped. (1) An institution
shell cancel up to 100 percent of the
outstanding balance on a borrower's
Defense loan, plus interest., for full-
time teaching of handicapped children
in a public or other nonproflt elemen-
tary or secondaty school aystem.

(2) The cancellation rate 18 15 percent
of the original principal loan arnount,
plus the interest on the unpaid balance
accruing during the year of gualifying
gervice, for each complete academic
year, or its equivalent, of full-time
teachine.

(3) A borrower qualifiea for cancella-
tion under this paragraph only {f a ma-
jorivy of the students whorn the bor-
rowsr teaches are handicapped chil-
dren.

(4) Cancellation for full-time teach-
ing under paragraph (c) of this section
ls available only for teaching begin-
ning with the academic year 1967-68.

(d) Teaching in a school system. The
SBecretary considers a4 borrower to bas

e
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teaching In a public or other nonproflt
elementary or secondary school system
only if the borrower ila directly em-
ployed by the school system.

(8) Teaching children and adults. A
borrower who teaches both Adults and
children qualifies for cancellation for
this service only if a majority of the
students whom the borrower teaches
arc children.

(Authority: 20 U.S.C. 485(b)(8))

[62 FR 45708, Dec. 1, 1987. Redesiyuuisd and
emended at 59 FR 61413, 61414, Nov, 30, 1994)

§674.56 Employment cancellation—
lFederal Perking, NDSL and Defense
aang,

(a) Cancellation for full-time employ-
ment as a nurse or medical technician. (1)
An institution must cancel up to 100
percent of the outstanding belance on a
borrowecr’s Federal Perkins or NDSL
made on or after July 23, 1892, for fall-
time employrment 38 a nurse or medical
technician providing health care serv-
ices,

(2) An institntion must cancel up to
100 percent of the outstanding balance
on a Pederal Perking, NDSL or Dafense
loan made prier te July 28, 1992, for
full-time service as a8 nurse or medical
technician performed on or after Oc¢to-
ber 7, 1998, if the cancellation benefits
provided under this section are not in-
cluded in the borrower’s promissory
note.

(b) Cancellation for full-time employ-
ment in a public or private nonprofit child
or family service agency. (1) An institu-
tion must cancel up ta 100 percent of
the outstanding balance o¢on a bor-
rower's Fedeoral Perkins or NDSL made
on or after July 23, 1992, for service as
a full-time employee in a nublic or pri-
varte nonprofit child or farnily service
agency who 1s providlog, or supervisiog
the provision of, gervices to high-risk
children who are from low-income com-
munities and the families of these chil-
dren.

(2) An Inatitution must cancel up to
100 percent of the outstanding loan bal-
ance on B Federal Perkina, NDSL or
Defense loan made prior to July 23,
1992, for employmant 1n a child or fam-
ily service agency on or after October
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7, 1998, if the cancellation ben
vided under this aection are
cluded in the terms of the b
promissory note.

(c) Cancellation for service a
fied projessional provider of ea
vention services. (1) An institut
cancel up to 100 percent of
standing balance on a borrow
eral Perkins or NDSL made ot
July 23, 1992, for the borrower
as a full-time qualifiad pre
provider of early intervention
in a public or cther nonprofit
under publio supervision by
agency a8 authorized in
676(b)(9) of the Individual wit}
ities Act,

(2) An institution must can
100 percent of the outstanding
ance on a Federal Perkins,
Defense loan made prior to Jul
for early intervention gerv
formed on or after October 7
the c¢ancellation benefits
under this sectlon are not int
the terms of the borrower’s pr
note.

(d) Cancellation rates. (1) T«
for cancellation under paragr
(b), and (c) of this section, a
must work full-time for 12 co:
mounths.

(2) Cancellation rates are—
(i) 15 percent of the original
loan amount plus the interes
unpaid balance accruing du
vear of qualifying service fo:
the first and second years of

employment;

(ii) 20 percent of the orlgh
cipal loan amount plus the int
the unpaid balance accruing d
year of qualifying service, for
the third and fourth years of
employment:; and

(111) 30 percent of the origii
cipal loan amount plua the int
the unpaid balance accruing dv
vear of qualifying service, for
year of full-timne emmployment.

(Auchority: 20 U.8.C. 1087ee)

(69 FR 91414, Nov, 30, 1994, ag amael
FR 58814, Oct, 38, 1999]
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'bilization involved the activation of
+ National Guard or Reserves,

5} The lender ghall grant a manda.
v adminfgtrative forbearance to a
‘rower (or endorser, If applicadle)
ing a period when the Lorrower (or
lorger, if applicable) 1s making pay-
ntg for a period of—

1) Up to 8 years of payments in cases
ere the effect of a variable interest
e on & gtandard or graduated repay-
nt schedule would result in a loan
; belng repaid within the maximum
ayment term; or

i) Up to b years of payments in
o8 where the effect of decreased in-
llment smounts paid under an in-
ne-seypitive repayment scheduls
11d regult in the loan not being re-
4 within the maximurm repayment
tn,

proved by the Office of Mauuygement and
got under control number 1846-0020)

thority: 20 U.8.C. 1077, 1078, 1078-1, 1078-2,
-3, 1080, 1082)

PR 60333, Dec. 18, 1892, a5 amonded at 58
9120, Feb. 18. 1093; 50 FR 25746, May 17,
i B9 FR 33595, June 20, 1994; 80 FR 30TAS,
8 13, 1986; 60 FR 61156, Dec. 1, 1995; 64 FR
7, Apr. 18, 1999; 64 FR 58626, Ooct. 29, 1999
'R 58969, Nov. 1, 1989; 65 FR 65627, Nov. 1.
; 66 FR 34763, June 29, 2001 '

2.212 Prohibited transactions.

) No points, prermniuma, paymenats,
wdditional interest of any kind may
paid or otherwlse extended to any
ible lender or other party in order
) Secure funds for making loans; or
) Induce a lender to make loang to
ier the studente or the parents of
lents of a particular school or par-
lar category of students or their
s,

) The following are axamples of
wsactions that, if cntered into for
purposes described in paragraph (a)
hia section, areé prohibited:

} Cash payments by or on behalf of
chool made 1o a lender or other
.

) The maintaining of a compen-
ng balsnce by or on behalf of a
0l with a lender.

v Payments by or on behalf of a
10l to a lender of servicing costs on
& that the school does not own,

off. of Postsecondary Educ., Educdtion

(4) Payments by or on behalf of a
gohool to B lender of upreasonably high
pervicing coste on loans that the school
doed owWnD.

(5) Purchase by or on behalf of 2
achool of stock of the lender.

(6) Payments ogtensibly made for
other purposes.

(c) Except when purchaged by the
gtudent Loan Marketing Assoclation,
an agency of any State fonctioning as
a secondary market or in any other oir-
cwmstances approved by the Secretary,
notes, or any interest in netes, may
not be sold or otherwise transferred at
discount if the underlying loams were
made—

(1) By a achool; or

(2) To students or parsnts of students
attending a school by a lender having
common owgnership with that achool.

(d) Except to secure a loan from the
student Loan Marketing Association
or an agency of a State functioning as
a secondary market or in other cir-
cumstances approved by the Secretary,
a school or lender (with regpect to a
loan made to a student, or a parent of
a student, attending s school having
common ownership with that lender),
may not use a loan made under the
FPEL programs as collateral for any
loan bearing ageregate interest and
other charges in excess of the sum of
the interest rate applicable to the loan
plus the rate of the most recently pre-
soribed special allowance under
§682.302.

(e) The prohibitions described in

paragraphs (a), (b), (¢), end (d) of this
gection apply to any echool, lender, or
other party that would participate in a
proscribed transaction.

(D) This section does not preclude a
bayer of loans made by a school from
obtaining from the loan seller a war-
ranty that—

(1) Covers future reductions by the
Secretary or a pguaranty ogency In
computing the amount of logs payvabla
on default claime filed on the loans, if
the reductions are attributable to an
act, or failure Lo act, on the part of the
geller or previous holder; and

(2) Does not cover matters for which
a purchaser is charged with responsi-
bility under this part, such as dus dili-
gence in collecting loans.

prsesf

(&) Bection 490(c) of the Act provides
that any person who knowingly and
willfully makes an unlawful payment
to an eligible lender as an inducement
to make, or to aoquire by assignment,
a FFEL loan shall, upon conviction
thereof, be fined not more than 10,000
or imprisoned not more than one year,
or both.

(Autherity: 20 U.8.0. 1077, 1070, 10781, 1078-2,
1076-3, 1063, 1087)

§682.215

§682.213 Prohibition against the usc
of the Rule of 78s.

For purposes of the calculations re-
quired by this part, a lender may not
nse the Rule of T8s to calculate the out-~
standing principle balance of a loan,
except for a loan made te a borrower
who entered repayment before June 26,
1987 and whe wat informed in the prom-
issory note that interest on the loan
would be cslculated usitiz the Rule of
78s. For those loans, the Rule of 78s
must be used for the life of the loan.

(Authority: 20 U.S.C. 10717, 1078, 1078-1, 1078-2,
1078-3, 1082)

§682,214 Compliance with equal credit
opportunity requirements.

In malking a Btafford loan on which
interest benefits are to be pald, a lend-
er shall comply with the equal credit
opportunity requirements of Regula-
tion B (12 CFR part 202). With regard to
Regulation B, the Secretary considers
the Stafford loan program to be a cred-
it-sssistance program authorized by
Fedaral law for the benefit of an eco-
pomically disadvantaged class of per-
gops within the meaning of 12 OFR
202.8(a)(1). Therefore, under 12 CFR
202.6(d), the lender may request a loan
applicant to disclose his or her marital
status, income irom alimomy, child
support, and separate maiptenance in-
come, and spouse's financial resources.
(Approved by the Oftice of Management and
Budget under contrel number 1845-0020)
(Authority: 20 U.5.C. 1071-1087-2)

(57 FR 60323, Dec. 18, 1993, as amended AT 58
FR 8119, Feb. 19, 1093; 61 FR 58965, Nov. ],

1999) IL’ F‘ E l_

$682.216 Teacher loan forgiveness ;_;ID
gram.

(a) Ceneral. The tcacher loan forgive-
ness program is intended to encourage
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individnals to enter and continue in
the teaching profession. For new box-
rowers, the Secretary repays up to a
combined total of $5,000 of subsidized
and unsubsidized Federal Stafford
Loans, Direct Subsidized Loans, Direct
Unsgubsidized Loans. and in certain
cages, Federal Consolidetion Loans or
Direct Consolidation Loans. The for-
giveness program is only available to 3
borrower who has no outstanding loan
balance under the FFEL Program or
the Direct Loan Program on October 1,
1998 or who has no outstanding loan
balance on the date he or she obtalns a
loan after October 1, 1998. In additiom,
the borrower muat have been employed
88 a full-time beacher for five consecu-
tive complete academic years, at least
one of which was after the 1997-1998
academle year, in certain eligibla ele-
mentary or secondary schools that
serve low-income familiea. The loan for
which forgiveness is sought must have
besn made prior to the end of the bor-
rower’s fifth year of qualifying teach-
ing sexvice.

(b) Definitions. The Iollowing defini-
tions apply to this section:

Academic year means one complete
school vear at the same school, o two
complets and consecutive half years at
different schools, or two complete and
congecutive half years from diffsrent
school years at elther the zame schad)
or different schools, Half years exclude
sumrner sessions and generally fall
within a twelve-month period. For
schoolg that have a year-round pra-
gram of instruction, a Ininimum of
aine monthe 18 considéred an academic
year.

Elementary school means a public or
nonprofit private school that pravides
elementary education as determined by
State law or the Secretary if that
achool is not in a Stata.

Full-time means the atandard used by
a State in defining full-time employ-
ment as a teacher. For a borrower
teaching in more than one achool, the
determination of full-time is based on
the combination of all qualifylng em-
ployment.

Secondary school means a public or
nonprofit private school that provides
secondary education as determined by
State law or the Becrstary if the school
1g not in a State.

s
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Teacher means a peorson who provides
direct classroom teaching or class-
room-t¥pe teaching in a non-¢lassroom
etting, including Special Education
teachers.

(c) Borrower eligibility. (1) A borrowsr
may obtain loan forgiveness under this
program if he or she has been employed
as a full-time teacher for five consecu-
tive complete academic years, at least
one of which was after the 1997-1998
academic year, in an elementary or
secondary school that—

@) Is in s school district that quali-
fies for funds under title I of the Ele-
mentary and Secondary Education Act
ot 1886, as amended;

(ii) Has been selected hy the Sac-
retary based on a determination that
more than 30 percent of the gchool's
total enrollment is made up of children
who qualify for services provided under
vitle I; and

(iii) Is listed in the Annual Directory
of Designated Low-Income Schools for
Teacher Cancellotion Benefits. If this di-
rectory 1s not available before May 1 of
any year, tha previous year’s directory
may be used.

(2) If the school at which the bor-
rower is employed meets the require-
ments specified in paragraph (c)(1) of
this section for at least one year of the
borrower's five consecutive complete
ascademlic years of teaching and ths
school fails to meet those requirements
in subsequent years, those subsequent
years of teaching qualify for purposes
of this section for that borrower.

(3) A borrower who 18 employed as an
elamentary school teacher must dem-
onstrate knowledge and teaching skills
in reading, writing, mathematics, and
other areas of the elementary schoo)
carriculurn, a8 certified by the chief
administrative officer of the school in
which the borrower was employed.

(4) A borrower who is employed as &
secondary school teacher must teach in
a subject area that is relevant to the
borrower'a academic major as certified
by the chief administrative officer of
the school in which the borrower was
employed.

(5) The academic yeat may be count-
ed as one of the borrower’s five con-
geoutive complete academic years If
the borrower ¢ompletez at least one-
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half of the ncademic year and tl
rower’s employer consgiders th
rower to have fulfilled his or he
tract requirements for the ao:
vear for the purpopes of sala
creases, tenure, and retirernent
borrower i unable to complete a
dernic year due to—

(1) A return to postsecondar:
cation, on at least a half-time
that is directly related to the pe
ance of the service daescribed i
section:

(ii) A condition that is covered
the Pamily and Medical Leava
1963 (FMLA) (19 U.S.C. 2654); or

(1ii) A call or order to aotive
status for more than 30 days aB a
ber of a reserve component «
Armed Forces named in section 1
title 10, United States Code.

(8) A borrower's period of pc
ondary education, guallfying
condition, or military active du
described in paragraph (c)(5) o
gection, including the tirme nec.
for the borrower to resurne qual
teaching no later than the beginn
the next regularly scheduled aca
year, does not constitute a break
required five consecutive vyea
qualifying teaching gervice.

() A borrower who taught in
than ome qualifying school duri
acsdemic year and demonatrate:
the combined teaching was the e
lent of full-time, aa supported L
certification of one or more of the
adminigtrative officers of the &¢
lnvolved, iz considered to have
pleted one academic year of qual
teaching.

(8) A borrower ia not eligibl
teacher loan forgiveness on a def:
loan unjess the borrower has mad
isfactory repayment arrangemer
re-establigh title IV eligibility,
fined 1n §682.200.

(8) A borrower may not receive
forgiveness for qualifying tea
service under this section if the
Tower receives a benefit for the
teaching gervice under subtitle
title I of the National and Comm
Bervice Act of 1990,

() Porgiveness amount. (1) A qua
borrower ia eligibla for forgivent
op to $5,000 of the ageregate amot
a borrower's subsidized or unaubsi
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‘her means a Person who provides
clageroom teaching or olass-
~ype Teaching in a non-clagsroom
7, including Specisl Education

T8,

Jorrower eligibility. (1) A borrower
'btain loan forgiveness under this
1 if he or she has been employed
111-time teacher for five consecu-
omplete academic years, at least
{f which was after the 1997-1998
mic year, in an elemsptary or
jary school that—

s in a school district that gquali-

»r funds under title I of the Ele-

sy and Secondary Education Act

j, a5 amended;

Has heen selected by the Sec-

7 based on a determination that

than 30 percent of the school's
enrollment is made up of children
|ualify for services provided under

[; and

. Ia listed in the Annual Directory

zsignated Low-Income Schools for

wer Cancellation Benefits. If this di-

ry 1s not available before May 1of

rear, the pravious year’s directory
be used.

If the school at which the bor-

¢t is employed meets the require-

s speclfied in parsgraph (cX1) of
section for at least cne year of the
ywer's five comsecutlve complete
smic years of teaching and the
51 fails to meet those requirements
(bsequent years, those gubsequent
3 of teaching qualify for purpotes
is section for that horrower.

A borrower who is employed a8 an
entary schoel teacher rpust dem-
rate knowledge and teaching skills
sading, writing, mathematics, and
r areas of the elementary school
leulurn, as certified by the chief
inistrative officer of the school in
:h the borrower wWas employed.

A borrower who is employed as a
ndary sohool teacher rnuat teach in
biect area that is relevant to the
ower's academic major as certified
:she chief administrative officer of
school in which the borrower wag
loyed.
| The academic yeal may be count-
& one of the borrower's five com-
(tive complete academic years if
borrower completes at least one-

foire e
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palf of the academic year and the bor-
rower's employer copsiders the WPor-
rower to bave fulfilled his or her con-
tract requirements for the academic
yeoar for the purposes of salary in-
creases, tenure, and retirement if the
porrower ia unable to complete an aca-
demic year due to—

@) A return to posteecondary edu-
cation, on AU least & half-time basls,
that 18 directly relatad to the perform-
apce of the service described in thig
gection;

(i) A condition that is covered under
the Family and Medical Leave Act of
1993 (FMLA) (19 U.8.C. 2654); or

(iil) A call or order to active duly
status for more than 30 days as a meIn-
pber of a reserve component of the
armed Forces named in gection 10101 of
title 10, United States Code.

6 A borrower's period of postsec-
opdary education, qualifying FMLA
copdition, or military active duty as
described in paragraph {c)(5) of this
section, ipocluding the titne necessary
for the borrower to Tesume qualifying
teaching no later than the beginning of
the next regularly scheduled academle
year, doea Dot copstitute a break in the
required five consecutive Years of
qualifying teaching service.

(1 A borrower who taught in more
than one qualifying gchool during an
academic year and demonstrates that
the comblned teaching wes the equiva-
lent of full-time, as supported by the
certification of one or more of the chiefl
administrative officers of the schools
involved, iz considersed to have comn-
pleted one geademic year of qualifying
teaching.

(8) A borrower is not eligible fol
teacher loan forglveness on & defaulted
loan unless the borrower has made sat-
isfactory repayment arrangements to
re-establish title IV eligibllity, as de-
fined jn §682.200.

(9) A borrower may not receive loan
forgiveness for qualifying teaching
service under this section if the bor-
rower receives 3 benefil for the same
teaching service under subtitle D of
title I of the Natiopal and Community
Service Act of 1990.

(d) Forgiveness amount. (1) A gqualified
borrower is eligible for forgiveness of
up to 35,000 of the aggregate amonnt of
a borrower’'s subsidized or nnsubsidized

§682.215

Federal Stafford or Tederal Oonsolida-
tion J.oan obligation that is out-
gtanding afver the borrower completes
his or her fifth congecutive complete
academic year of teaching as deacribed
jn paragtaph () of this seotion. Only
the outstapding portion of the consoli-
dation loan that wasg used to repay al
eligible subeidized or unsubsidized Fed-
eral Stafford loan, an eligible Direct
Subsaidized Loan, or an eligible Direct
Unsubsidized Loan qualifles for loan
forgiveness under thbis gection,

(3) A borrower may not receive mozte
thap a total of 35,000 in loan forgive-
nesp for outetanding principal and ac-
crued interest under both this section
and under section 34 CFR 685.217.

(8) The holder does nob refund pay-
ments that were recelved from or on
behalf of a borrower who qualifies for
loan forglveness under this section.

(e) Authorized forbearance during
qualifying teaching service and discharge
processing. (1) A holder grants a for-
bearsnce—

() Under §682.211(h)(2)(ii)(0) and
MY@(id), 1n annual increments for
each of the years of qualifying teaching
garvice, if the holdex belleves, at tha
time of the borrower's annual request,
that the expected cancellation amount
wjll satisfy the anticipated remaining
outstanding balance on the loan at the
time of the expccted cancellation;

(il) For a period not to exceed 60 days
while the holder ie awaiting a cofm-
pleted teacher loan forgiveness applica-
tion from the borrower; and

(iii) For the period beginning on the
date the holder receives & completed
loan forgiveneas application to the
date the holder receives either a denial
bf the request or the loan discharge
amount from the guaranty agency, in
accordance with paragraph (D of this
geotion.

(2) At the conclusion of & forbearance
aunthorized under paragreph (e)(1) of
this sectiom, the holder must resumse
collection activities and may oapitalize
any intereat accrued and not paid dur-
ing the forbearance period in accord-
ance with §682.202(b).

(3) Nothing in paragraph (e) of this
gection restricts holders from offering
other forbearanceé options to borrowers
who do not meet the requirements of
paragraph (e)(1)(1) of this gection.
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() Applicaiion and processing. (1) A
borrower, after completing the quali-
fying teaching service, requesta loan
forgiveness from the holder of the loan
on a form approved by the Secretary.

(2)(i) The holder must file a request
for payment with the guaraniy agency
on a teacher forgiveneas diacharge no
later than 60 days after the receipt,
from the borrower, of a completed
teacher loan forgiveness application.

(ii) When filing a request for payment
on a teacher forgiveness diacharge, the
holder must provide the guaranty
agency with the completed loan for-
giveness application submitted by the
borrower and any required supporting
documentation.

(111) If the holder flles a request for
payment later than 60 days after the
recelpt of the cornpleted teacher loan
forgiveness application form, interest
that accrued on the discharged amount
after tha expirarion of thae 60-day filing
period is ineligible for reimbursement
by the Secretary, and the holder must
repay all interest and special allow-
ance Treceived on the discharged
amount for periods after the expiration
of the 60-day filing period. The holder
¢annot collect from the borrower any
interest that is not paid by the Sec-
retary under this paragraph.

(3)(1) Within 46 days of receiving the
holder's request for payment, the guar-
anty agency must deterrine if the bor-
rower meets the eligibllity require-
ments for loan forgiveness under this
gection and must notify the holder of
1ts determination of the borrower’s ell-
gibility for loan forgiveness under this
section.

(i1) If the guaranty agency approves
the discharge, it nusgt, within the same
45-day period, pay the holder the
amount of the discharge, up to 35,000,
subject to paragraphs (c}9), (4)Q),
(d4)(2) anad ((2)(1ii) of this section.

(4) After being notified by the guar-
anty agency of its deterrnination of the
eliglbility of the borrower for the dia-
charge, the holder must. within 30
days, inform the borrower of the dster-
mination. If the discharge is approved,
the holder must also provide the bor-
rower with {information regarding any
new repayment terms of remaining
loan halances.

Wee 1
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(5) Unless otherwisa ingtructed by
the borrower, the holder must apply
the procaeds of the teacher forgiveness
discharge first to any outstanding un-
subsidized Federal Stafford loan bal-
ances, next to any outstanding sub-
sidized Federal Stafford loan balances,
then to any eligible sutstanding Fed-
eral Consolidation loan balances.

(&) Claims for reimbursement from the
Secretary on loans held by guaranty
oggencies. In the case of a teacher loan
forgiveness discharge applied to a de-
faulted loan held by the guaranty agen-
cy. the Secretary pays tha guaranty
agency a parcentaga of the amount dis-
charged that is equal to the oom-
plement of the reinsurance percentage
paid on the loan, The payment of up to
$5,000 oy also inclunde interest thet
accrnes on the discharged amount dur-
ing the pcriod from tho date on which
the gnaranty sgency received payment
from the Secretary on a default claim
to the date on which the guaranty
agency determines that the borrower is
eligible for the teacher loan forgive-
ness discharge,

(Approved by the Office of Management and
Budgat under control number 1845-0020)

(Authority: 20 U.8,C, 1078-)0)

[65 FR 66627, Nov, 1, 2000, as amcndcd by 66
FR 34763, Juns 28, 2001]

Subpart C—Federal Payments of
Interest and Speclal Allowance

5682 3!!) Payment of intorest benefits
tafford and Consolidation
loans

(a) General. The Secretary pays a
lender, on behalf of a borrower, a2 por-
tion of the interest on a subsidized
Stafford loan and on all or a portion of
a qualifying Consolidation loan thatb
meata the requirements under §682.301.
This payment is known as interest ben-
efits.

(b) Covered interest. (1) The Secretary
pays a lender the interest that accrues
on an eligible Stafford loan—

(1) During all periods prior to the be-
ginning of the repayment pariod, ex-
copt as provided in paragraphs (bXD
and (o) of this ssction.

(i1) During any period when the bor-
rower has an authorized deferment
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and, if applicable, a poat-de
grace peried; and

(iii) During the repaymeant pi
loans described In paragraph
this section.

(2) The Secretary’s obligatio:
interest benefits on an otherwl
ble loan terminates on the earl

(i) The date the borrower's lo
pald;

(i1) The date the disburaemer
1s returned uncashed to the le
the 120th day after the date of 1
bursement, except as provided
graph (c)(4) of this section if—

(A) The check for the disbu
has not been cashed on or bef:
date; or

(B) The proceeds of the disbu
made by electronmic funds trai
masgter check in accordanc
§682.207(b)(1)(i1) (B) and (C) h:
been releasaed from the accoun
tained by the school on or befc
date;

(111) The date of default by t
rower;

(iv) The date the lender receis
ment of a claim for loss on the 1

(v) The date the borrower'a
discharged in bankruptey;

(v1) The date the lender det:
that the borrower has died or
come totally and permanent
abled;

(vll) The date the loan cease
guaranteed or ceases o be elig
reinsurance under this part, u
fpect to that portlon of the lo:
ceages to be pguaranteed or rei
rogardleas of whether the len
filed a clalm for loss on the lo:
the guarantor; or

(vi{1) The date the lender dete
that the borrower iz eligibla fi
discharge under §682.402(d), (&), ¢

(3) Bection 682.412 gets for
cumatances undar which a lend
be required to repay interest t
Teceived on a loan guarantaec
guaranty agency.

(c) Interest not covered. The Se
does not pay—

(1) Interest for which the horr
uot otherwise liable;

(2) Interest pald on behalf of t
Tower by a guaranty agency;
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n date i3 op or afver October 7,
who completes less than &
of the loan period, the Hec-
ischarges the loan amount uxn.
The Secretary determines the
ount unearned by—
alculating the ratlo of the
of time remaining in the loan
fter the student's last day of
nce to the actual length of the

)an period; and
(B) Multiplying the resnlting factor
¢ the total amount of title IV grants
nd loans received by the student, or, if
nknown, the loan amount,

(1ii) In the caae of a student who
ompletes 60 percent or more of the
pan period, the Secretary does not dis-
harge any amount becausze a Bludent
vho completes 60 percent or more of
he loan period is not entitled 16 a re-
und.

(e) Discharge procedures. (1) Except 28
srovided in paragraph (0)(2) of this sec-
tion, if the Seorotary learns that a
school did not make & refund of loan
proceeds owed under applicable law and
regulations, the Secretary gends the
vorrower 3 diecharge application and
an explanation of the qualifications
and procedures for obtalning 2 dig-
charge. The Be¢cretary also promptly
suspends any efforts to collect from the
borrower on abY affected loan. The
Secretary may continue to receive bor-
rower payments. )

(2) If a borrower who is sent & dis:
charge application fails to submit the
application within 60 days of the Sec-
retary's sending the Qischarge applica-
yion, the Seoretary resumes collection
and pranta forbearance of principal and
invereat for the period in which collec-
tion activity was guapended. The Sec-
retary may capitalize any interest ac-
erued and not paid during that perlqd.

(3) If a borrower qualifies for a dis-
charge, the Secretary notifies the bor-
rower in writing. The Secretary re-
gumes ocollection and grants forbesI-
ance of principal and interest on the
portion of the loan not dlscharged for
the period in which collection aotivily
waa pugpended. The Secretary may cap
italize any ipterest accruad and not

pald during that period. .

(4) If o borrower does not qualify fof

o discharge, the Secretaly notifies the

‘

vorrower in writing of the reayons for

8b6
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the determination. The Secretary re-
gumeg collection and granls forbear-
ance of principal and interest for the

riod in which collection activity was
suspended. The Secretary may cap-
jtalize BOY interest accrued and not
pald during that period.

(Approved by the Office of Monagement and
Budget undsr control number 1845-0021)

(Avthority: 20 T.8.C. 1087o et 3eq.)

(¢t FR 58968, Nov. 1, 1999, Redesignated and
amendad ot 65 TR 65629, Nov. 1, 2000; 66 FR

765, Juo 2001 f

snss, JuapZ WU J S o

4685217 Teacher loan forgiveness pro~
Eram.

(a) General. The teacher loan forgive-
ness program is iptended to enocourage
ipdividuals To enter and continne in
the teaching profession. For new bor-
rowers, the Sacretary will repay up to
& combined total of 55,000 of subsldized
and unsubsidized Tedersl Stafford
Loans, Direct Subsidized Lioans, Direct
Upsubsidized Loaps, and, in certaln
cases, Federal Oonsolidation Loans or
Direct Comneolidation Lioans. The for-
giveness program 1s only available to a
borrower who has no outstanding loan
balance under the FFEL Program or
the Direot Loan Program on October 1,
1698 or who has o outstanding loan
balance on the date he or she obtains a
loan after October 1, 1988, In addition,
the borrower must have been employed
as a full-time teacher for five consecu-
tive complete academic years, at least
one of which was after the 1997-1998
scademic year, in ¢ertain eligible ele-
mentary or secondaty B5chools that
gerve low-income families. The loan for
which the borrower i8 seeking forgive-
ness must have besn made prior to the
end of the fifth year of qualifying
teaching service.

(b) Definitions. The following defini-
tions apply to this scotion:

Academic year Ineans one complete
achool year at the same sohool, or two
complets and consecutive balf years at
different schooly, or two complete and
congsecutive half years from different
school years at elther the same school
or different schools. Half years exclude
summer sessions and generally fall
within a twelve-month period. For
schools that have a year-round DTo-
gram of imstruction, & minimum of

§685.217

nine months is considered an academic
year.

Elementary schpol means 2 publio or
nonprofit private achool that provides
elernentary education as determined by
State law or the Secretary if tbat
achool is not in a Btate.

Full-time means the standard used by
s State In defining full-time smploy-
ment as a teacher. For 2 borrower
teachlng in more than one gchaol, the
determination of full-time 18 based on
the combimation of all qualifying em-
ployment.

Secondary school means a public or
nonprofit private school that provides
secondary education as determined by
State law or the Seoretary if the school
ig not in a State.

Teacher means & person who provides
direct classroom teaching or class-
room-type teaching in & nan-classroom
gettipg, including Special Education
teachers.

(c) Borrower eligibility. (1) A borrower
may obtain loan forgiveness under this
prograrm if he or she has been employed
ag a full-time teacher for five consecu-
tive complate academic yeara, at least
one of which was after the 1997-1998
academic Year, in am elementary or
secondary echool that—

(i) Is in a school district that quali-
fles for funds under title I of the KEle-
mentary and Secondary Bducation Aet
of 1965, as amended;

(i) Has been selscted by the Sec-
retary based on 3 determination that
more than 30 percent of the school’'s
total enrollmnent is made up of children
who qualify for services provided under
title I; and

(ii]) Is listed in the Annual Directory
nf Designated Low-Income Schools for
Teacher Cancellation Benefits. If this d-
rectory 18 not available before May 1 of
any year, the previous year's directory
may be used.

(2) If the school at which the bor-
rower ir employed Tneets the require-
ments epecified in peragraph (o)1) of
this section for at least one year of the
borrower’s five oomsecutive complete
academnic yeara of teaching and the
school falled to meet those require-
ments in subsequent yeors, those sub-
gequent years of teaching qualify for
purposes of thia section for that bor-
rower.
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(3) A borrower who is employed as an
elementary schoo) teacher must dem-
onstrate knowledge and teaching skills
in reading, writing, mathematics, and
other areas of the elementary school
curriculum, as certified by the chief
administrative officer of the achoo] in
which the borrowor was employed.

() A borrower who is employed aa a
secondary school teacher must teach in
a gubject area that is relavant te the
borrower’s academio major as certifiad
by the chief administrative officer of
the achool in which Lhe borrower was
employed.

(5) The academic year may be ¢ount-
ed as one of the borrower's five con-
secutive complete academic years if
the borrower completes at least one-
half of the academic year and the bor-
rower's employer conaldera the bor-
rower to have fulfilled his or her con-
tract requirements for the academic
year for the purposes of salary in-
oreases, tenure, and retirement if the
borrower is unable to complete an aca-
demis year due to—

(1) A return to postsecondary edu-
cation, on at least a half-tirme baals,
that is directly related to the perform-
ance of the service described in thls
Bectiorn;

(1) A oondition that is covered under
the Family and Medical Leave Act of
1983 (FMLA) (19 U.8.0. 2654); or .

(lil) A call or order to active duty
status for more than 30 days as a mern-
ber of a reserve componemt of the
Armed Forces named in section 10101 of
title 10, United States Code.

(6) If a borrower meats the require-
ments of paragraph (c)(5) of this sec-
tion, the borrower's period of postsec-
ondary education, active duty, or
qualifying FMLA condition in¢luding
the time necessary for the borrower to
resume qualifying teachibe no later
than the beginning of the next regu-
larly acheduled academic year, does
not comstitute a break in the required
five consecutive years of qualifying
teaching service.

(T) A borrower who teaches in more
than one qualifying school during an
acadernic year and demonstrates that
the combined teaching was the squiva-
lent of full-time, ag supported by the
certification of one or more of the chief
administrative officers of the schools

PR
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involved, is consldersd to have com-
plated one academic year of qualifying
teaching.

(@) A borrower is not eligible for
teacher loan forgiveness on a defaulted
loan unless the borrower has made aat-
isfactory repayment arrangements to
re-establish title IV eligibility, as de-
fined in §885.200(b),

(9) A borrower may not receivs loag
forgiveness for qualifying teaching
service under this mection if the bor-
rower receives a beneflt for the sams
teaching service undar subtitle D of
title I of the National and Community
Service Act of 1990.

(d) Forgiveness amount. (1) A qualifieq
borrower 18 eligible for forgiveness of
up to 36,000 of the aggregate amount of
8 borrower’s Direct Subsidized Loan,
Direct Unsubsidized Loan, or Direct
Consolidation Loan obligation that is
outstanding after the borrower com-
pletes his or her fifth consecutive com-
plete acadernic year of teaching as de-
soribed in paragraph (c) of this section.
Only the outstanding portion of a Di-
rect Conaolidation Loan that was used
to repay an eligible aubajdized or un-
subsidized Faderal Stafford loan, an sl-
igible Direct Subsidized Loan, or an al-
lgible Direct Unsubsidized Loan quali-
fles for loan forgiveness under this sec-
tion.

(2) A borrower may not receive more
than a total of $5,000 in loan forgive-
nesa for outstanding principal and ac-
crued interest under both this section
and 34 CFR §682,215.

(3) The Secretary does not refaund
payments that were received from or
on behalf of a borrower who qualifies
for loan forgiveness under this section.

(®) Application. (1) A borrower, after
completing the qualifying teacher serv-
ice, must request loan forgiveness from
the SBecretary on a form provided by
the Secretary.

(2) It the Secretary determinea that
the borrower meets the eligibility re
quirements for loan forgiveness under
this section, the Secretary—

(i) Notifles the borrower of thig de
termination; and

(il) Unless otherwise inmgtructed b¥
the borrower, applies the proceeds O
the loan forgiveness first to any o
standing Direct Unsubsidized Loen bl
anoces, next to any outstanding Direc

858
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Subsidized Loan balances, nesxt {
qualifying Direct Unsubsidized Cc
dation Loan balanoceg, and last 1
qualifying outstanding Direct
sidized Congolldation Loan balanc¢

(3) If the Secretary determine:
the borrower 'does not meet the
bility requirements for loan fo
ness unhder ‘this sactiom, the Sec
notifies the borrower of this
mination,

(Approved by the Office of Manageme
Budget under the contiol number 1845

(Authority: 20 U,8.C. 1087a et seqg.)
[65 FR 85829, Nov, 1, 2000)

§5685.218-885.219 [Reserved)

§6856.220 Conaolidation.

(a) Direct Consolidation Loans #
rowsr may consolidate one or
¢ducation loans made under «e
Federal programs into one or mol
rect Consolidation Loane. Loans
solfdated imto a Direct.Comsolid
Loan ara discharged when the [
Consolidation Loen is originated

(b) Loans eligible for consolidation
following loans may be consoli:
into a Direct Comsolidation Loan.

(1) Federal Stafford Loans.

(2) Guaranteed Student Loans.

(8) Federal Insured Student I
(FISL).

() Direct Subsidized Loans.

(5) Direct Subsidized Comsolid
Loana,

(6) Federal Perkins.I.oans,

(1) National Direct Student I
(NDSL),

(8) Nationa)l Defense Student L
(N'DEL),

(8) Pedara]l PLUS Loans.

(10 Parent Loans for Undergrad
Students (FLUS).

(11) Direct PLUS Loans.

(12) Direct PLUS Consolid:
Loang_

(13) ¥ederal Unsubsidized BSta

Dansg.

(14) Federal Supplemental Loan
Studentsy (SLS).

(15) Federa] Consolidation Loans

(16) Dyrect Unsubsidizaed Loans.

U7 Direct Unsubsidized Conso
tion Loans.

U8) Auxiliary Loans to Assist
dents (ALAS).
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ivolved, is considered to have com.
leted one academic year of qualifying
eaching. .

(8) A borrower js not eligible for
eacher loan forgiveness on a defaulted
oan unlesa the borrowser hae made sat-
sfactory repayment arrangements to
e-establigh title IV eligibility, as de.
ined in §685.200(b).

(9) A borrower may not reécelve loan
orgiveneas for quallfying tTeaching
ervice under this section 1f the bor-
ower recelves a bepefit for the same
eaching service umder subtitle D of
itle I of the National and Community
service Aot of 1890.

(d) Forgiveness amournt. (1) A qualified
yorrower ls eligible for forgiveness of
\p To $5,000 of the aggregate amount of
v borrower's Direct Subsidized Loan,
Jirect Unsubsidized Loan, or Direct
Joneolidation Loan obligation that i
natetanding after the borrower coin-
sletes his or her fifth consecutive com-
slete academic year of teaching as de-
ieribed in paragraph (c) of thiz section,
Snly the outstanding portion of 8 Di-
‘ect Consolidation Loan that was used
io repay an eligible subsidized or un-
wbsldized Federal Stafford loan, an el-
gible Direct Subsidized Lioan, or an el-
gible Direct Unsubsidized Loan quali-
jes for loan forgiveness under this sec-
slon.

(2) A borrowsr may not recelve more
shan a total of $5,000 in loan forgive-
Jess for outstanding principal and ac-
srued interest under both this section
ind 34 CFR §682.216.

(3) The Secretary does Dot refund
payments that were recelved from or
sn behalf of a borrower Who quali_ﬁes
for loan forgiveness under this section.

(e) Application, (1) A borrower, after
sompletitig the gualifying teacher serv-
ice, must request loan forgivensss from
the Sccretary on a form provided by
rhe Secretary. )

(2) If the Secretary determines that
the borrower meets the eligibility re-
quirements for loan forgiveness under
this gection, the Secretary—

(i) Notifies the borrower of this de-
termination; and ) ,

(ii) Unless otherwise ingtructed by
the borrower, applies the proceeds o
the loan forgivemess first to any out-
gtanding Direct Unsubsidized Loan bal-
ances, next to any outstanding Direct

|

oft. of Posisecondary Educ., Educdtion

gubsidized Loan balances, next to any
qualifying ‘Direct Unsubsidized Consgoli-
datien Loan balances, and last to any
qualifying outstapding Direct Sub-
sidized Copsolidation Loan balances.

(3) If the Secretary determines that
the borrawer :does mot ‘meet the eligl-
pility requiremente for loan forgive-
nesg under this section, the Secretary
notifles the borrower of thia deter-
mination.

(apvroved by the Office 'of Management and
Budget under the control number 1845-0031)

(anthority: 20 U.8.C. 1087a et seq.)
(65 FR 85629, Nov. 1, 2000]

55 685.218-685.219 [Reserved]

5685220 Consolidation

(a) Direct Consolidation, l.oans. A bor-
rower may cohsolidate one or more
education loans made under certain
Federal programs into ene or more Di-
rect QOonsolidation Loans. Loana con-
polidated into a Direct.COongolidation
Loan are discharged when the Direct
Consolidation Loan 18 originated.

(b) Loans eligible for consolidation, The
followlng loans may bs consolidated
into a Direct Consolidation Loan:

(1) Federsal Stafford Loans.

(2) Guaranteed Student Loana.

(3) Fedoral Insured Student Loans
(FI3L).

(4) Direct Subsidized Loans,

(5) Direct Subsidized Consolidation
Loans.

(6) Fedaral Perkins.Loans.

(7) National Direct Student Loans
(NDSL).

(8) National Defense Student Loans
(NDSL).

(9) Federal PLUS Loans.

(10) Parent Loans for Undergraduate
Btudents (PLUS).

(11) Direct PLUS Loans.

(12) Direct PLUB
Loans.

(13) Federal Unsubeidized Stafford
Loans.

(14) Federal Supplemental Loans for
Btudents (SLS).

(15) Federal Consolidation Loans.

(16) Direot Unsubsidizaed Loans.

(17) Direct Unsubsidized Comnsgolida-
tion Loans.

(18) Auxiliary Loans to Assist Stu-
dents (ALAS).

Qoneolidation
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§685.220

(19) Health Professlona Student
Loans (HPSL) and Loans for Disadvan-
taged Studente (LDS) made under sub-
part I1 of part A of title VII of the FPub-
lic Health Service Act.

(20) Health BEducation Assistance
Loang (HEAL).

(21) Nursitg loans made under aub-
part II of part B of title VIII of the
Public Health Service Act.

(c) Types of Direct Consolidation
Logns. (1) The loans identified in para-
graphe (b)(1) through (6) of this section
may be consolidated into a Direct Sub-
sldizicd Consolidation Loan.

(2) The loans identified 1n paragraphs
(b)(9) through (12) of this section may
be consolidated into s Direct PLUS
Consolidation Loan.

(3) The loans identified 1n paragraphs
(b)(13) through () of thig scetion ' may
be consolidated into a Direct Unsub-
sidized Coneolidation Loan. In addi-
tion, Federsl Consolidation Loans
under (b)(15) of this section may be
consolidated into a Direct Subsidized
Consolidation Loan, if they ara aligible
for interest benefits during a deferment
period under Section 42BC(b)(4)(C) of
the Act.

(d) Eligibility for a Direct Consolidation
Loan. (1) A borrower may obtain g Di-
Tect Uonsolidation Loan if, at the time
the borrower applies for such a loan,
the borrower meets the following re-
quirements:;

(1) The horrower either—

(A) Has an outstanding balance on a
Direct Loan, or

(B) Has an outstanding balance on an
FFEL loan and asserts elther—

(1) That the borrower iz unable to ob-
tain an FFEL consolidation loan; or

(2) That the borrower iz unable to ob-
tain an FFRL ¢onsolidation loan with
income-sénsitive repayment terms ao-
¢captable to the borrower and is eligible
for the incomme contingent repayment
plan under the Direct Loan Program.

(ii) On the loans being consolidated,
the borrowsr 1p—

(A) In an in-school periocd and seeks
to comsolidate loans made upder both
the FFEL Program and the Direct
Loan Program;

(B) In"an in-school period at a.school
participating i{n the Direct Loan Pro-
gram and seeks to consgolidate loans
made under the FFEL Program;

858




