MEMORANDUM


DATE:
October 20, 2004

TO:

Carolyn Lovett

Control Desk Officer

Office of Information and Regulatory Affairs

Office of Management and Budget

FROM:
Jon Utz

Policy Liaison and Implementation



Federal Student Aid



U.S. Department of Education

SUBJECT:
Request for clearance of the Federal Family Education Loan (FFEL) Program and William D. Ford Federal Direct Loan (Direct Loan) Program Unpaid Refund Loan Discharge Application

I have attached a request for clearance of the FFEL and Direct Loan Program Unpaid Refund Loan Discharge Application (OMB No. 1845-0058).

The U.S. Department of Education (ED) published a Notice in the Federal Register on July 30, 2004 (69 FR 45689) inviting the public to submit comments on the initial draft of the revised Unpaid Refund Loan Discharge Application.  We received a total of 15 comments.  Fourteen of the comments were from the National Council of Higher Education Loan Programs (NCHELP).  The remaining comment was a statement from Texas Guaranteed expressing agreement with the comments submitted by NCHELP.  We accepted 13 of the changes suggested by NCHELP (two with slight modifications) and rejected one.  For reference, a copy of the comments submitted by NCHELP is included with this memorandum.  ED’s response to each comment is noted in the “Rationale” column.

I appreciate your assistance with this request.  If you have any questions, please contact me at 202-3774040 or by email at jon.utz@ed.gov.

Attachment

NCHELP PROGRAM OPERATIONS COMMITTEE 

Comments on Loan Discharge Application: Unpaid Refund

(OMB notice published in the Federal Register 7/30/04)

	#
	Section
	Comment


	Suggested Language
	Rationale

	1.
	Section 2 Instructions

Sentence 3
	The instructions for the student to begin the application process do not match the form.
	If you are a student borrower applying for loan discharge, begin with Item 3a.
	Correctly refers student to the form’s actual item number.

ED RESPONSE: Agree – change made.

	2.
	Section 2,

Item 6a


	Change “application” to

“application(s)”.


	Do you have any other pending or approved application(s) for discharge of a loan you obtained to attend this school?


	Clarification.

The borrower may have more than one

application pending or approved.

ED RESPONSE: Agree – change made.

	3.
	Section 2, Item 6b
	Add the words “or payment” after refund. 
	Has this school or any third party…made a refund or payment for any loan for which you are requesting a discharge, or is such a refund or payment being considered?
	Funds remitted by a third party on behalf of the borrower would be considered a payment, not a refund.

ED RESPONSE: Agree – change made.

	4.
	Section 2, Item 7
	Change the wording to add the words “or payment” after refund.
	If your answers to Items 6a and 6b are “No,” skip to Section 3.  If your answer to Item 6a or 6b is “Yes,” provide the information requested in Items 7a, 7b, and 7c for each discharge, or refund or payment, if known.  Use a separate sheet of paper if you need to report more than one discharge, or refund or payment.  
	Funds remitted by a third party on behalf of the borrower would be considered a payment, not a refund.

ED RESPONSE: Agree – change made.

	5.
	Section 2, Item 7a
	Change the wording to add the words “or payment” after refund.
	Reason for discharge, or refund or payment:
	Funds remitted by a third party on behalf of the borrower would be considered a payment, not a refund.

ED RESPONSE: Agree – change made.

	6.
	Section 2, Item 7b
	Change the wording to add the words “or payment” after refund.
	From whom did you request the discharge, or refund or payment (include telephone number)?
	Funds remitted by a third party on behalf of the borrower would be considered a payment, not a refund.

ED RESPONSE: Agree – change made.

	7.
	Section 3,

Item 12


	Revise wording in the third sentence for consistency.
	Items 12a and 12b request information about the amount of the school’s charges…for the period of enrollment for which the loan was intended.  For example, if you received a loan for the spring quarter only and you left school during the spring quarter, provide an amount for that quarter only.  However if you received a the loan for the winter and spring quarters, provide the total amount for both quarters.  If the unpaid refund is for more than one loan… 
	Consistency with preceding sentence

ED RESPONSE: Agree – change made.

	8.
	Section 4,

1st bullet


	Revise wording in the second sentence.
	I either received the loan funds directly, or they were applied as a credit to my (or, for PLUS borrowers, the student’s) school account to pay the amount owed to the school.
	Only one circumstance described applies to the borrower, i.e., the borrower received funds directly.  

Comma added for compound sentence. 

ED RESPONSE: Agree – change made.

	9.
	Section 4,

2nd bullet
	Revise wording in the first sentence for consistency.
	I (or, for PLUS borrowers, the student) did not attend the school or withdrew or was terminated from the school within the timeframe that would entitle me to a refund of some or all of my loan money funds. 
	Consistency with the wording in the first bullet of this section.

ED RESPONSE: Agree – change made.

	10.
	Section 4, 3rd bullet
	Add the words “application for an” after the word “this.”
	I have read and agree to the terms and conditions that apply to this application and to an unpaid refund discharge.
	Current wording suggests the discharge is approved.

ED RESPONSE: We agree that the current language might suggest that a discharge has been approved.  We have revised the sentence to read as follows::

“I have read and agree to the terms and conditions that apply to this unpaid refund for loan discharge, as specified in Section 7 on the following page.”

The suggested revised language omits the end of the sentence (“…as specified in…”).  We assume that this was unintentional.



	11.
	Section 5, 2nd bullet
	Reword section to indicate that if the student is currently in attendance at the school they are not eligible for loan discharge
	If you…are currently attending the school, you may not be eligible apply for this type of discharge.
	Current regulations do not prohibit a borrower from applying for discharge if they are in attendance at the school.

ED RESPONSE: The intent of the current language is to indicate that a borrower who is currently attending the school is not eligible for an unpaid refund discharge.  However, in response to the comment we have revised the sentence to read as follows:

“If you…are currently attending the school, you may not apply are not eligible for this type of discharge.”



	12.
	Section 5,

3rd bullet
	Clarification that “you” can refer to the student in the case of a PLUS loan is not included for all circumstances where it applies.
	If the school closed while you (or, for PLUS borrowers, the student) were enrolled when the school closed (or if you withdrew from the school within 90 days before the school closed) and you (or, for PLUS borrowers, the student) did not complete your the program of study at another school, you may wish to apply for a closed school loan discharge rather than an unpaid refund discharge.  If you are unsure about which type of loan discharge is most appropriate for you, contact your loan holder at the address shown in Section 9.
	The suggested language ensures that the use of “you” in relation to withdrawal is clarified as applying to the student in the case of a PLUS loan.

ED RESPONSE: Agree – change made.

	13.
	Section 6,

2nd bullet
	Revise the definition of the William D. Ford Federal Direct Loan Program.
	The William D. Ford Federal Direct Loan (Direct Loan) Program includes Federal Direct Stafford/Ford Loans (Direct both Ssubsidized and unsubsidized Loans), Federal Direct Unsubsidized Stafford/Ford Loans (Direct Unsubsidized Loans), Federal Direct PLUS Loans (Direct PLUS Loans), and Federal Direct Consolidation Loans (Direct Consolidation Loans).
	Direct Loan definition is now more concise and consistent with the FFELP definition, and duplicative wording is removed.

ED RESPONSE: Current language retained.  While we appreciate the attempt to make the Direct Loan definition more concise, the Direct Loan Program regulations include separate definitions for “Federal Direct Stafford/Ford Loan Program” and “Federal Direct Unsubsidized Stafford/Ford Loan Program.”  These terms refer, respectively, to subsidized and unsubsidized loans.  Therefore, it would be incorrect to use the term “Federal Direct Stafford/Ford Loans” to refer to both subsidized and unsubsidized loans.  In addition, we use both the full and abbreviated names for the various types of Direct Loans in other Direct Loan materials, including the current and previous versions of Direct Loan promissory notes.



	14.
	Section 6, 6th bullet
	Definition indicates a performance bond and a tuition recovery program are entities.
	Third party refers to any entity that may provide reimbursement for a refund owed by the school, such as a State or other agency offering a tuition recovery program or a holder of a performance bond.  


	Clarification.  The proposed form equates a tuition recovery program or a performance bond to an entity: 

“Third party refers to any entity … such as a tuition recovery program or performance bond.”  The suggested language corrects this by inserting the entities responsible for a tuition recovery program or performance bond. 

ED RESPONSE: Agree – change made.








