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exploring career options,
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Federal updates

Neg Reg wrap-up: Consensus reached on loan issues

After meeting for their third and final sessions, negotiators for Team | (general and
lender loan issues) and Team Il (school-based loan issues) reached consensus on
the agenda items for the current round of Negotiated Rulemaking (Neg Reqg). These
new regulations will implement changes made by the Higher Education Opportunity
Act of 2008 (HEOA).

Team |

The negotiators for general and lender loan issues made the following changes of
particular interest:
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Several revisions will be made to the Total and Permanent Disability loan
discharge process. In the event a borrower’s loan obligation is reinstated after
ED has approved a discharge (for example, due to the borrower’s income
exceeding the maximum permitted), ED will notify the borrower of the
reinstatement and provide the reason(s) for the reinstatement as well as
information about how to contact ED if the reason(s) are incorrect or erroneous
or if the borrower has further questions. ED will also provide a 60-day period
before the first payment is due on the reinstated loan.

Additionally, ED will provide more leniency for a borrower who inadvertently
receives a loan disbursement after the physician certifies his or her discharge
application but before ED approves the discharge. In this case, ED will suspend
the discharge process to allow the borrower time to repay the loan
disbursement.

The requirements for consumer credit reporting after loan rehabilitation will be
re-worded to ensure that prior loan holders remove any report of the
rehabilitated loan’s default (but not delinquency) from its credit agency reports.
This will address ambiguity in the current credit agency reporting requirements
that sometimes results in inconsistent treatment among borrowers.

The new regulations will also reflect the HEOA change that a borrower may
rehabilitate a defaulted loan only once.

More flexibility will be created within the determination of a borrower’s partial
financial hardship (PFH) for the purpose of the Income-Based Repayment (IBR)
plan. Although IBR will become available July 1, 2009, changes to IBR made
during this Neg Reg will go into effect July 1, 2010.

Specifically, the new regulations will amend the definition of PFH to provide that
the annual amount due on all of a borrower’s eligible loans, as calculated under
a 10-year standard repayment plan, is determined based on the greater of the

amount due when the borrower initially entered repayment on the loans, or the
amount due when the borrower selects the IBR plan. This may be advantageous



to the borrower who, for example, selects IBR after being in a deferment or
forbearance status, and may therefore have a higher loan balance than
calculated when he or she initially entered repayment.

Another change provides that a “borrower’s eligible loans” for a married couple
filing jointly who both have eligible loans is the combined total of both
borrowers’ eligible loans. The change also clarifies how the monthly payment
amount is calculated for married borrowers filing jointly who both have eligible
loans.

Team |11

Negotiators for the school-based loan issues focused on the remaining agenda
items for which tentative agreement had not yet been reached, particularly the
definition and treatment of institutional loans in the context of a preferred lender
arrangement. ED can regulate preferred lender arrangements; however, it is unable
to regulate private education loans. Such loans are instead regulated by the Federal
Reserve Board, which has published proposed rules on this subject (see Shoptalk
Online edition 497).

The agreement reached by federal and nonfederal negotiators would exempt an
institutional loan from the definition of a preferred lender arrangement if the loan
is:

e Made by the institution with the institution’s own funds,

¢ Presented as an institutional payment plan,

e Funded by donor-directed contributions, or

e Made under title VII or title VIII of the Public Service Act.

Another agenda item closely related to this topic addresses required disclosures for
covered entities. Although the above types of loans would be exempt from the
definition of a preferred lender arrangement, they may still be considered private
education loans by the Federal Reserve Board rules, and therefore subject to
disclosure requirements. TG recommends that institutions consider submitting
comments to the Board’s proposed rules, and closely review the final rules when
they are published.

Team |l also addressed the transition to three-year cohort default rates and the
resulting impact on institutional eligibility, and various changes made to the
cancellation provisions within the Perkins loan program.

What’s next

ED will publish proposed regulations in the Federal Register, with a request for
community comments. After reviewing those comments, ED will publish final
regulations no later than November 1, 2009. Shoptalk Online will keep you
informed as these events occur.
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More information

For previous coverage of this year’s Neg Reg process, see Shoptalk Online editions
493 and 498.

Please also visit ED's "Higher Education Opportunity Act — 2008" Web page at
www.ed.gov/policy/highered/leg/hea08/index.html#neg-reqg for a full history of this
Neg Reg, including meeting agendas, memoranda to the committee members, and
proposed regulatory language.

ED releases E-ANN on executed conduit liquidity
agreement

ED recently issued Electronic Announcement (E-ANN) #59, providing the Executed
Liquidity Loan Agreement between the Asset Backed Commercial Paper (ABCP)
Conduit Administrator Straight A Funding and the Federal Financing Bank (FFB). ED
also included two amendments to the Liquidity Loan Agreement, which are reflected
in the Executed version.

More information

This E-ANN, as well as other ECASLA-related information, is available on ED's
ECASLA Web page at http://federalstudentaid.ed.gov/ffelp.

Closed school corner

The following table provides a list of newly reported school closures and error
corrections from the Postsecondary Educational Participants System (PEPS) and
from the May 2009 Closed School Monthly Report supplied by ED. Schools listed are
those with which TG has done business or to which TG has otherwise provided
services.

Newly reported closures

OPE School ID School Name and Address Unofficial Closure Date ED’s Official Closure Date

02247203 Medical Careers College — N/A 12/31/2008
Virginia Beach
5501 Greenwich Road, Ste. 100
Virginia Beach, VA 23462-6542

02068205 Lester E Cox Medical Center N/A 04/14/2009
School of Diagnostic Medical
Sonography
3801 South National
Springfield, MO 65807-5297
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TG updates

TG's industry webinar series offers satisfactory academic
progress training

The Higher Education Act requires a student to maintain satisfactory academic
progress (SAP) in his or her course of study to be eligible for federal student aid.
That seems simple enough. However, the duality of SAP’s quantitative and
qualitative standards, along with frequency, consistency, and consumer information
requirements, can confound even someone versed in the regulations. To provide
some help in understanding SAP, TG presents a free webinar.

Webinar time and details

TG’s webinar on SAP will be offered on Thursday, May 21, 2009, from 2 p.m. to 3
p.m., CDT.

The session will address special circumstances with regard to SAP, including how to
apply SAP requirements to:

e transfer students,

students who change majors,

students with completion issues, and
e a school’s academic amnesty policy.

In addition, the presentation explains how a student regains eligibility and related
issues. A brief question and answer session will follow the presentation.

To register

Registration for the SAP webinar is available at
www.tgslc.org/training/webinars/industry.cfm. An archive recording of the webinar
will be available shortly after broadcast at this Web site location as well.

Save the date

TG’s next industry webinar covers R2T4 and will be held on June 18, 2009, from 2
p.m. to 3 p.m., CDT. Shoptalk Online will publish a registration reminder in advance
of the event.

2009 TG Annual Training Conference materials available
online

If you missed TG's 2009 Annual Training Conference, or couldn't make all the
sessions you wanted to attend, TG offers the next best thing: workshop slides and
handouts for a number of presentations. You can now view selected training

TG | Shoptalk Online | Edition 503, May 12, 2009 5


http://www.tgslc.org/training/webinars/industry.cfm

materials from the 2009 TG Annual Training Conference on TG Online at
www.tgslc.org/tgconference/presentations.cfm.

The presentation documents are made available in "Read Only" format. If you are
prompted for a password, please select the
"Read Only" option to view the presentation. =

More information EEEEE
Please direct any questions about viewing the EE=ZZ==
2009 TG Annual Training Conference STEPPING UP FOR STUDENTS
presentations to Judith Cunningham at (800) THE RHYTHM OF FFELP

2009 TG ANMNUAL TRAINING CONFERENCE

252-9743, ext. 2905, or send an e-mail
message to judith.cunningham@tgslc.org.

New issue of TG Connection features refreshing resources
for financial aid professionals

In an industry dedicated to helpings others, TG Connection turns the spotlight on
financial aid professionals. The latest edition of TG’s quarterly magazine on financial
aid trends and issues — titled “Refreshing resources for the financial aid
professional” — offers tips on how to grow in the financial aid field, boost morale in
the office, and find relevant resources to share with students, among other things.

Here’s a look at particular articles.
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Grow your future: Five ways to cultivate a financial aid career — Drawing
on the valuable experience of seasoned financial aid professionals, this article
shares key ideas to consider while mapping a career in financial aid.

What'’s the big idea? Easy suggestions for maintaining morale — Office
morale can easily plummet if not nurtured. Luckily, a number of simple ideas
can help restore a spirit of camaraderie and mutual support.

The balancing act: Valuable ideas for treating yourself well at work —
Financial aid professionals focus their time, attention, and knowledge on helping
families and students. This article features a collection of
self-care concepts to help staff members stay energized
and healthy.

Web connections: Blogging and beyond — This list of
personal finance blogs provides a view of some of the
most visited personal finance blogs on the Web. These
resources offer insight, information, and real-world
examples of personal finance for families and students.

Hurricane Ike taught Houston Baptist University an
important business lesson — How to do more with less: When Hurricane
Ike slammed into Houston, one financial aid office needed to adapt quickly. Read


http://www.tgslc.org/tgconference/presentations.cfm
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about how staff members responded to this natural disaster without losing their
commitment to providing first-rate student services.

¢ Method: Financial aid professionals share organization strategies — Even
the most organized financial aid professionals can benefit from new ideas and
strategies for workplace efficiency. Find out what some financial aid offices are
doing to keep their processes sleek and sound.

e Back to basics: Three principles of personal finance for tough economic
times — It’s no secret that today’s economy is a challenging one. These three
principles of personal finance can benefit readers looking for smart ways to
respond.

Order your issue

If you would like to request one or more issues of TG Connection, please send an e-
mail message to TG communications at communications@tgslc.org. Please allow
one to two weeks for delivery.

Trends and issues

TG receives questions on unsubsidized Stafford loan for
dependent student who lacks parental support

Shoptalk Online edition 486 offered details regarding the provision in the Higher
Education Act of 1965 (HEA), as amended by the Higher Education Opportunity Act
(HEOA), that allows a school to award an unsubsidized Stafford loan to a dependent
undergraduate student whose parent refuses to complete the Free Application for
Federal Student Aid (FAFSA) and has ceased to provide financial support. However,
questions remain about this new provision, which became effective August 14,
2008, including what type and amount of aid a student may be awarded under this
provision, and how the provision differs from a dependency override.

To address these questions, TG provides the following examples of dependent
students in different scenarios. Each example describes a unique scenario, actions
the student must take regarding the FAFSA, and the Stafford loan type and amount
the student is eligible for.

Scenarios

Dan is a first-year, dependent student whose parent provides financial support and
is willing to provide his or her information for the FAFSA.

e Must Dan complete the FAFSA? Yes.
¢ Whose information must be included on the FAFSA? Both Dan’s and his parent’s.

¢ What Stafford loan is Dan eligible for? As a first-year dependent student, Dan is
eligible for up to $5,500 in Stafford loan funds — no more than $3,500 of which
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may be subsidized. Note that if Dan’s parent applies for a PLUS loan and is
denied, Dan becomes eligible for up to $9,500 in Stafford loan funds — no more
than $3,500 of which may be subsidized. Also note that Dan may receive other
federal student aid, if otherwise eligible.

Fran is a first-year, dependent student whose parent provides financial support but
is unwilling to provide his or her information for the FAFSA. However, her parent is
willing to borrow a PLUS loan for Fran.

e Must Fran complete a FAFSA? No, not unless her school requires it (see the 09-
10 Federal Student Aid Handbook, Application and Verification Guide, page AVG-
113).

¢ Whose information must be included on the FAFSA? This is not applicable unless
Fran’s school requires a FAFSA for PLUS only, in which case Fran will have to
provide her information and convince her parent to do so as well. If the parent
still refuses, then Fran may be in Stan’s shoes (see Stan’s example below).

e What Stafford loan is Fran eligible for? In this scenario, Fran and her parent are
pursuing a PLUS loan only, so Fran is not eligible for Stafford loan funds, and is
not eligible for any other federal student aid, either.

Stan is a first-year, dependent student whose parent has ceased to provide
financial support and is unwilling to provide his or her information for the FAFSA.
Note that Stan is not in an abusive family environment and has not been
abandoned by his parents, so Stan is not a candidate for a dependency override.
Instead, the school uses its new (effective August 14, 2008) professional judgment
authority to award Stan an unsubsidized Stafford loan only.

e Must Stan complete the FAFSA? Yes, per Dear Colleague Letter (DCL) GEN-08-
12, page 79.

e Whose information must be included on the FAFSA? Just Stan’s, per DCL GEN-
08-12, page 79.

¢ What Stafford loan is Stan eligible for? As a first-year dependent student — note
that Stan is not independent because he has not received a dependency
override — Stan is eligible for up to $5,500 in Stafford loan funds, all
unsubsidized. Note that Stan is not eligible for any other federal student aid.

Also note that the school must document its decision to award Stan this
unsubsidized Stafford loan. The documentation requirements are described on page
80 of DCL GEN-08-12.

Also note that, if Stan’s parents are separated or divorced, and Stan’s noncustodial
parent (i.e., the parent whose information would not have been included on the
FAFSA were it provided) wants to borrow a PLUS loan for Stan, that noncustodial
parent may do so, per private letter guidance issued by ED. However, if Stan’s
noncustodial parent is denied a PLUS loan, Stan is not eligible for the additional
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unsubsidized Stafford loan funds typically available to a dependent student whose
parent is unable to obtain a PLUS loan.

Jan, a first-year, dependent student, is in an abusive family environment. The
school uses its professional judgment authority to grant Jan a dependency override.

e Must Jan complete the FAFSA? Yes.
¢ Whose information must be included on the FAFSA? Just Jan’s.

¢ What Stafford loan is Jan eligible for? As a first-year (now) independent student,
Jan is eligible for up to $9,500 in Stafford loan funds, no more than $3,500 of
which may be subsidized. Note that Jan may receive other federal student aid, if
otherwise eligible.

Note that the school must document its decision to grant Jan the dependency
override. See the 09-10 Federal Student Aid Handbook, Application and Verification
Guide, page AVG-30, for information on dependency override documentation.

More information

Please review “Reauthorization DCL: First Flyover” under the heading “Unsubsidized
Stafford loans for dependent student who lacks parental support” in Shoptalk
Online, edition 486, as it summarizes the criteria for determining that a student
lacks parental support, the definition of support, and documentation requirements.

TG provides convenient, searchable HEA compilations that integrate the HEOA
changes on its Web site at www.tgslc.org/policy/hea.cfm. See HEA, Title 1V, Section
479A for professional judgment.

DCL GEN-08-12 can be accessed as a PDF document on the Information for
Financial Aid Professionals (IFAP) Web site at
http://ifap.ed.gov/dpcletters/GENO812FP0810.html; pages 79-80 relate to this
topic.

For help

For questions, contact TG customer assistance at (800) 845-6267, or send an e-
mail message to cust.assist@tgslc.org.

Mapping Your Future® helps schools meet new counseling
requirements under the Higher Education Opportunity Act

Last fall, Shoptalk Online provided information on the impact of reauthorization on
loan counseling. In addition to requiring a school to provide general information
during loan counseling, the Higher Education Opportunity Act of 2008 (HEOA) also
requires a school to provide school-specific information to its students. As stated in
Dear Colleague Letter (DCL) GEN-08-12, these new requirements took effect on
August 14, 2008. For a school that uses Mapping Your Future® for its entrance and
exit counseling, it can easily meet these school-specific counseling requirements
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using the free customized page of Mapping Your Future’s Online Student Loan
Counseling (OSLC) at
www. mappingyourfuture.org/osic/ugcustomization.htm#page.

A school must include the following school-specific information in its Stafford and
Grad PLUS entrance counseling:

o The definition of half-time enrollment at the school, during regular terms and
summer school, and the consequences of not maintaining half-time enrollment;

¢ An explanation of the importance of contacting the appropriate offices at the
school if the student withdraws, so the school can provide exit counseling,
including information regarding the student’s repayment options and loan
consolidation;

e Examples of monthly repayment amounts based on a range of level of
indebtedness for students with Stafford loans, for students with PLUS loans,
and, as appropriate, for students with Stafford and Grad PLUS loans, or the
average cumulative indebtedness of other students in the same programs at the
school; and

o The name and contact information of the individual a student can contact with
questions regarding the student’s rights and responsibilities as a borrower
pertaining to the terms and conditions of the loan.

In its Stafford and Grad PLUS exit counseling, a school must provide, among other
things, information on repayment plans, including a description of the different
features of each plan and examples showing average anticipated monthly payment
amounts with the difference in interest paid and total amount paid over the life of
the loan under each plan. For an illustration, see TG’s “Repayment Plan” and
“Comparison of Repayment Plans” pages on TG Online at
www.tgslc.org/borrowers/repay/plans.cfm and
www.tgslc.org/borrowers/repay/comparison.cfm, respectively.

To help with these repayment plan counseling requirements, Mapping Your Future
added a sample payment scenario to topic three of the exit counseling sessions for
a borrower, which includes sample payments for each repayment plan type.

Note: The entrance and exit counseling regulations are currently being revised
through the process of negotiated rulemaking. While the regulations are not
finalized, it appears that this HEOA exit counseling requirement to review
repayment plan options and provide comparative examples will complement — not
replace — the current regulatory requirement to provide average anticipated
monthly repayment amounts. TG recommends that a school include both types of
information in its exit counseling until the regulations are finalized.
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Resources to help

DCL GEN-08-12 is available from ED’s IFAP Web site at
www.ifap.ed.gov/dpcletters/GENO812FP0810.html. The section on Entrance
Counseling for Borrowers begins on page 102; Exit Counseling begins on page 96.

Mapping Your Future offers a summary of these updates to the OSLC sessions at
www. mappingyourfuture.org/downloads/OSLCUpdatesPerRegs.pdf. If you have
questions about the updates and changes to the counseling sessions, contact
Mapping Your Future at feedback@mappingyourfuture.org.

For more information

We encourage readers to download the Integrated HEA, Title 1V, at
www.tgslc.org/policy/hea.cfm and review the new entrance and exit counseling
requirements, which are located in sections 485(l) and 485(b), respectively. For
quick reference, comprehensive lists of entrance and exit counseling requirements
(with new requirements introduced by the HEOA set in bold) are available at
www.tgslc.org/policy/index.cfm. For questions, contact TG customer assistance at
(800) 845-6267, or send an e-mail message to cust.assist@tgslc.org.

Policy potpourri

Q.: The Unemployment Deferment Request contains a requirement for the
applicant to be registered with a private or public employment agency.
Does an online employment agency or service meet this requirement?

A.: A Web site that facilitates an online posting of employment advertisements for
which the employer pays to have its ad posted but requires no “registration” of
the person looking for employment would not meet the requirement.
Regulations in 34 CFR 682.210(h) specifically state that the applicant must be
“registered” with a private or public employment agency. However, there are
private and public employment agencies that utilize an online registration
feature for the person looking for employment.

The key to meeting the requirement is that the borrower “registers” as a
person who is looking for employment with the public or private employment
agency, and there is some type of interaction between the borrower and the
agency.

Do you have a question?

If you have a question that needs an answer, feel free to Ask TG™. Ask TG is TG's
online query tool for borrowers, schools, and lenders. It includes a database of
frequently asked questions about financial aid, student loan processing, and TG's
products and services. To submit a question to Ask TG, visit tgslc.custhelp.com.
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Common Manual

Common Manual updates

On April 16, 2009, guarantor representatives who serve on the Common Manual
Governing Board approved several changes to the Common Manual. Details on
these changes and a newly updated Integrated Common Manual incorporating the
changes will be available online at
www.tgslc.org/policy/integrated_online_Manual.cfm.

The nation's guarantors provide the following summaries to inform schools, lenders,
and servicers of the latest Common Manual policy changes. These changes will
appear in the Manual's next annual update. These changes will also be incorporated
into the Integrated Common Manual. The Integrated Common Manual is available
on several guarantor Web sites, and it is also available on Common Manual's Web
site at www.commonmanual.org. Please carefully note the effective date of each
policy change.

Academic Year Categories for the Purpose of Determining the Frequency of
Stafford Annual Loan Limits

The Common Manual has been updated to include guidance from the Federal
Student Aid Handbook (FSA Handbook) concerning the use of a scheduled academic
year (SAY) and a borrower-based academic year (BBAY) for the purpose of
determining Stafford annual loan limit frequency in all types of programs.

An SAY corresponds to a traditional academic year calendar. An SAY is a fixed
period of time that generally begins and ends at about the same time each calendar
year according to an established schedule that is published in a school's catalog or
other materials. Summer terms are generally not considered to be part of the SAY,
but for loan limit purposes they are treated as a “header” or “trailer” to the SAY, as
explained below. For a standard term-based credit-hour program, the traditional
academic year includes, for example, fall and spring semesters, or fall, winter, and
spring quarters. For a nonstandard term-based credit-hour program with
substantially equal terms that are at least nine weeks of instructional time in length
(SE9W), a traditional academic year includes two or more nonstandard terms in the
fall through spring. Nonstandard terms are considered substantially equal in length
if no term in the loan period is more than two weeks of instructional time longer
than any other term in the loan period.

There are significant differences in how a school determines that a student has
completed a BBAY for a credit-hour program with standard terms or nonstandard
terms that are SEQW versus a BBAY for a clock-hour program, a non-term-based
credit-hour program, or a credit-hour program with nonstandard terms that are not
SE9W.

Credit-Hour Programs with Standard Terms or Nonstandard Terms That Are SEQW
Offered in a Traditional Academic Year Calendar: Using an SAY

TG | Shoptalk Online | Edition 503, May 12, 2009 12


http://www.tgslc.org/policy/integrated_online_Manual.cfm
http://www.commonmanual.org/

For a credit-hour program with standard terms or nonstandard terms that are
SE9W using an SAY that corresponds to a traditional academic year calendar, the
school must designate the summer term as either a "header" (precedes the
academic year) or a "trailer” (follows the academic year). A school may consistently
designate the summer term as either a header or trailer with no exceptions.
Provided there is no overlap in academic years, a school may also choose to
consistently designate the summer term as either a header or trailer with some
exceptions (e.qg., for different programs or for individual students), or make all
decisions regarding the use of the summer term as a header or trailer on a case-
by-case basis.

The Stafford annual loan limits apply to the SAY, plus the summer trailer or header.
Once the calendar period associated with all of the terms in the SAY has elapsed, a
student regains eligibility for new Stafford annual loan limits regardless of whether

the student attends all of the terms or completes all of the credit hours or weeks of
instructional time in the program's Title 1V academic year.

Credit-Hour Programs with Standard Terms or Nonstandard Terms That Are SEQW
Offered in a Traditional Academic Year Calendar: Using BBAY1

If a program is offered in an SAY, the school may use BBAY1 as an alternative to
the SAY for monitoring Stafford annual loan limit progression. If BBAY1 is used, the
school must include the same number of consecutive terms in the BBAY as it
includes in the program’'s SAY, excluding a summer term designated as a “header”
or “trailer” to the SAY. For example, if the SAY includes three quarter terms (fall,
winter, and spring), a BBAY would consist of any three consecutive terms. A BBAY
that is used as an alternative to a program with an SAY and that includes a summer
term may include fewer than 30 weeks of instructional time or fewer credit hours
than the minimum number required for an SAY. The BBAY may include a term(s) in
which the student does not enroll if the student could have enrolled at least half-
time in that term(s), but the BBAY must begin with a term in which the student is
actually enrolled. A student may be enrolled less than half-time for the first term in
the BBAY, although the student is ineligible to receive, or receive the benefit of, a
loan for that initial term. Mini-sessions (summer or otherwise) that are offered
consecutively within a term must be combined and treated as a single term.

A school may use BBAY1 for all students, for students enrolled in certain programs,
or on a student-by-student basis. For example, a school may use BBAY1 for a
student who is enrolled in a program that begins in a term other than the first term
of the SAY. The school may also alternate between BBAY1 and an SAY for the same
student, allowing a student to receive another Stafford annual loan limit sooner
than would be permitted under the SAY. However the school must ensure that it
does not establish overlapping academic years for a student.

The Stafford annual loan limits apply to the BBAY. Once the calendar period
associated with all of the terms in BBAY1 has elapsed, a student regains eligibility
for new Stafford annual loan limits regardless of whether the student attends all of
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the terms or completes the credit hours or weeks of instructional time in the
program's Title IV academic year.

Credit-Hour Programs with Standard Terms or Nonstandard Terms That Are SEOW
Not Offered in a Traditional Academic Year Calendar: Using BBAY2

If a school has a program that is not offered in a traditional academic year calendar
(i.e., one that corresponds to an SAY), the school must use BBAY2. The BBAY for
programs that are not offered in an SAY must always include enough consecutive
terms to meet the program’s Title 1V academic year requirements in weeks of
instructional time. If the program uses semester or trimester terms, a BBAY
consists of at least two consecutive terms. If the program uses quarter terms, a
BBAY consists of at least three consecutive terms. If the program uses nonstandard
terms that are SEQW, a BBAY consists of the number of consecutive terms that
coincide with the weeks of instructional time in the program's academic year. The
BBAY may include a term(s) in which the student does not enroll if the student
could have enrolled at least half time in that term(s), but the BBAY must begin with
a term in which the student is actually enrolled. A student may be enrolled less
than half-time for the first term in the BBAY, although the student is ineligible to
receive, or receive the benefit of, a loan for that initial term. Mini-sessions (summer
or otherwise) must be combined and treated as a single standard term.

The Stafford annual loan limits apply to the BBAY. Once the calendar period
associated with all of the terms in BBAY2 has elapsed, a student regains eligibility
for new Stafford annual loan limits regardless of whether the student attends all of
the terms or completes all of the credit hours or weeks of instructional time in the
program's Title IV academic year.

Clock-Hour Programs, Non-Term-Based Credit-Hour Programs, and Nonstandard
Term-Based Credit-Hour Programs with Terms That Are Not SEQW: Using BBAY3

For a clock-hour program, a non-term-based credit-hour program, and a
nonstandard term-based program with terms that are not SEQW (i.e., the terms are
not substantially equal in length, or each term is not at least nine weeks of
instructional time in length), a school must use BBAY3. A school must also use
BBAY3 for a credit-hour program with a combination of standard terms and
nonstandard terms that does not qualify to use an SAY.

BBAY3 begins when the student enrolls and does not end until the student
successfully completes (i.e., passes) the number of credit or clock hours and
completes the weeks of instructional time in the program's Title IV academic year.
For a student enrolled in a nonstandard term-based program with terms that are
not SE9W, the number of terms that have elapsed is irrelevant.

The Stafford annual loan limits apply to the BBAY. Once a student successfully
completes (i.e., passes) the number of credit or clock hours and completes the
weeks of instructional time in the program’s Title IV academic year, a new BBAY
begins and the student regains eligibility for new Stafford annual loan limits. A
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student's enrollment status may affect how soon the student regains eligibility for
new annual loan limits. A student who does not attend on a full-time basis will take
longer to complete the academic year than a full-time student.

A student enrolled in a self-paced program, either a clock-hour program or a non-
term-based credit-hour program, may successfully complete the number of clock or
credit hours in the program’s academic year in fewer than the number of weeks of
instructional time in the program’s academic year. If the self-paced program is an
undergraduate program that is exactly one academic year in length, e.g., 900 clock
hours and 26 weeks of instructional time, a student may successfully complete 900
clock hours in 22 weeks. If the average student successfully completes the program
in 26 weeks, the school is not required to prorate the loan amount for the
occasional student who successfully completes the program in less than 26 weeks.
A student who is enrolled in a program that is more than one academic year in
length cannot receive a subsequent loan for a new BBAY until the student has
successfully completed (i.e., passed) the number of clock or credit hours and
completed the weeks of instructional time in the initial BBAY. For example, a
student is enrolled in a program of 1800 clock hours and 52 weeks of instructional
time in which the Title IV academic year is defined as 900 clock hours and 26
weeks of instructional time. The student successfully completes 900 clock hours in
22 weeks of instructional time. However, the student must complete the 26 weeks
of instructional time in the program’s academic year before the student gains
eligibility to receive another loan for a new BBAY.

Figure 6-2, “Frequency of Stafford Annual Loan Limits,” has been updated with
corresponding changes.

Appendix G includes new a new definition of “SE9W.” In a nonstandard term-based
credit-hour program, the terms are referred to as “SEQW” if they are substantially
equal in length and each term is at least nine weeks of instructional time in length.
Nonstandard terms are considered substantially equal in length if no term in the
loan period is more than two weeks of instructional time longer than any other term
in the loan period. If a nonstandard term-based credit-hour program has terms that
are not substantially equal in length, or if each term is not at least nine weeks of
instructional time in length, the terms are not SEQW. For example, a nonstandard
term-based, credit-hour program has terms that are eight weeks of instructional
time in length. While the nonstandard terms in this program are substantially equal
in length (i.e., no term is more than 2 weeks longer than any other term), the
terms are not at least 9 weeks of instructional time in length. Therefore, the
nonstandard terms in this program are not SE9QW.

The existing glossary definition of the acronym “BBAY” has been expanded to
include references to “BBAY1,” “BBAY2,”, and “BBAY3,” all of which are cross-
referenced to the glossary definition of “Borrower-Based Academic Year.” The
glossary definition of “Borrower-Based Academic Year” has been expanded to
include separate, high-level definitions of “BBAY1,” “BBAY2,” and “BBAY3,” with a
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cross-reference for additional information to Subsection 6.1.B and the 08-09 FSA
Handbook, Volume 3, Chapter 5.

Affected Sections: 6.1.B Academic Year Categories
Figure 6-2 Frequency of Stafford Annual Loan Limits
Appendix G

Effective Date: Publication date of Volume 3 of the 08-09 FSA Handbook,
unless implemented by the school on or after November 1,
2007.

Basis: 08-09 FSA Handbook, Volume 3, Chapter 5, pp. 3-80 to 3-85.

Policy Information: 1092/159

Guarantor Comments: None.

Proration of Stafford Annual Loan Limits

The Common Manual has been updated with several new and existing clarifications
found in the FSA Handbook concerning prorating the Stafford annual loan limits.

A school must calculate prorated, i.e., reduced, Stafford annual loan limits when
the school knows in advance that an undergraduate borrower will be enrolled in a
program of study that is shorter than the statutory minimum for an academic year,
or, for a program that is longer than the statutory minimum for an academic year,
the borrower is completing a final period of study that is shorter than an academic
year. The following concepts apply when determining whether a final period of
study is shorter than an academic year:

¢ In a credit-hour program that uses standard terms or nonstandard terms that
are substantially equal (i.e., no term in the loan period is more than two weeks
of instructional time longer than any other term) and at least nine weeks of
instructional time in length (SEQW), a final period of study is shorter than an
academic year if it contains fewer terms than the number of terms covered by
the program's academic year. For a program that uses a scheduled academic
year (SAY), the number of terms covered in the school’'s academic year does not
include a summer term that is designated as a header or trailer.

¢ In a clock-hour program, a non-term-based credit-hour program, a credit-hour
program that uses nonstandard terms that are not SEQW (i.e., the terms are not
substantially equal, or each term is not at least nine weeks of instructional time
in length), or a credit-hour program with a combination of standard terms and
nonstandard terms that does not qualify to use an SAY, a final period of study is
shorter than an academic year if it consists of fewer clock or credit hours than in
the program’s academic year.

¢ In any program, a school may establish an academic year for a program that is
longer than the statutory minimum in credit or clock hours, or weeks of
instructional time (see Section 6.1). For such a program, the school uses its
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academic year definition for the program — not the statutory minimum for an
academic year — to determine whether a final period of study is shorter than an
academic year.

A borrower enrolled in a self-paced program, either a clock-hour program or a non-
term-based credit-hour program, may successfully complete the number of credit
or clock hours in the program’s academic year in fewer than the number of weeks
of instructional time than in the program’s academic year. If the self-paced
program is more than an academic year in length and the subsequent Stafford loan
period will be an undergraduate borrower’s final period of study, the school must
prorate the Stafford annual loan limits. For example, a borrower is enrolled in a
program of 1800 clock hours and 52 weeks of instructional time in which the
academic year is defined as 900 clock hours and 26 weeks of instructional time. The
borrower completes the 900 clock hours in the program’s academic year upon
completion of 22 weeks of instructional time. The borrower must complete an
additional four weeks of instructional time for a total of 26 instructional weeks
before he or she may receive another Stafford loan for the final period of study.
(For more information about the frequency of Stafford annual loan limits, see
Subsection 6.1.B). Upon completion of 26 weeks of instructional time, the borrower
has successfully completed 1040 clock hours. Since the final period of study
consists of fewer clock hours (760) than in the program’s academic year (900), the
school must prorate the borrower’s Stafford annual loan limits.

When Proration of Stafford Annual Loan Limits Is Not Applicable

In some instances, a school is not required to prorate the Stafford annual loan
limits and in other instances, the school is not permitted to prorate the Stafford
annual loan limits, as follows:

e A school is not permitted to prorate the Stafford annual loan limits for a
graduate or professional Stafford loan borrower.

e A school is not permitted to prorate the Stafford annual loan limits for any
undergraduate Stafford loan borrower who enrolls:

e In coursework necessary for a professional credential or certification from a
state if that credential or certification is required for employment as a
teacher in an elementary or secondary school (see Subsection 6.11.A)

¢ In preparatory coursework necessary for admission into either an
undergraduate or a graduate program of study (see Subsection 6.11.A).

e At least half time but less than full time.

o For a period of less than a full academic year that is not a final period of
study.

e In an undergraduate credit-hour program that uses standard terms or
nonstandard terms that are SEQW during a final period of study that contains
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the number of terms in the program’s academic year and includes a term(s)
in which the borrower is enrolled less than half time. For example, an
undergraduate borrower is enrolled in a quarter term-based, credit-hour
program that uses an SAY of three quarter terms: fall, winter, and spring.
For the final period of study, the borrower enrolls full time for fall, less than
half time for winter, and full time for spring. The school does not prorate the
borrower’s Stafford annual loan limits because this final period of study
equals the number of terms in the program’s academic year. However, the
borrower is ineligible to receive, or receive the benefit of, a loan for the term
in which he or she is enrolled less than half time.

e A school is permitted, but not required, to retroactively prorate the Stafford
annual loan limits for an undergraduate borrower who originally enrolls for a
final period of study that is a full academic year in length and who completes the
program early in less than a full academic year.

A borrower enrolled in a self-paced program, either a clock-hour program or a non-
term-based credit-hour program, may successfully complete the number of credit
or clock hours in the program’s academic year in fewer than the number of weeks
of instructional time in the program’s academic year. If the self-paced program is
an undergraduate program that is exactly one academic year in length, a school is
not required to prorate the Stafford annual loan limits for the occasional borrower
who successfully completes the program in fewer weeks of instructional time than
the average student. For example, a borrower enrolls in a program that is exactly
one academic year in length, e.g., 900 clock hours and 26 weeks of instructional
time. However, the borrower successfully completes the program’s 900 clock hours
in 22 weeks of instructional time. If the average student enrolled in such a program
successfully completes the program in 26 weeks, the school is not required to
prorate the Stafford annual loan limit for the occasional borrower who successfully
completes the program in less than 26 weeks.

“Self-paced” is defined as a flexible course structure in an educational program
without terms that permits a student to complete courses without a defined
schedule for completing the courses, or, at the student’s discretion, begin courses
either on specific dates set by the school or at any time without a defined schedule
for completing the program.

Affected Sections: 6.11.F Prorated Loan Limits
Appendix G
Effective Date: Publication date of Volume 3 of the 08-09 FSA Handbook for

the following in a credit-hour program that uses nonstandard
terms that are substantially equal and at least nine instructional
weeks in length (SEQW):

e Determining the final period of study for an undergraduate
borrower.
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e Exempting from proration an undergraduate borrower who
is enrolled less than half time for a term(s) during a final
period of study that contains the number of terms in the
program's academic year.

Publication date of Volume 3 of the 07-08 FSA Handbook for
exempting from proration an undergraduate borrower who is
enrolled in a standard term-based credit-hour program and
enrolled less than half time for a term(s) during a final period of
study that contains the number of terms in the program’s
academic year.

Publication date of Volume 3 of the 05-06 FSA Handbook for
the following:

e Clarifying that a school must prorate the Stafford annual
loan limit when the school knows in advance that an
undergraduate borrower will enroll in a program that is
shorter than an academic year or, for a program that is
equal to or longer than an academic year, the borrower will
enroll in a final period of study that is shorter than an
academic year.

e Exempting from proration an undergraduate borrower who
is enrolled at least half time but less than full time or
enrolled for a period of less than a full academic year that is
not a final period of study.

Publication date of Volume 3 of the 04-05 FSA Handbook for
using the school's academic year for the program to determine
whether a final period of study is shorter than an academic
year.

Basis: 08-09 FSA Handbook, Volume 3, Chapter 5, p. 3-100; 08-09
FSA Handbook, Volume 4, Chapter 2, p. 4-45; 07-08 FSA
Handbook, Volume 3, Chapter 5, p. 3-95; 05-06 FSA
Handbook, Volume 3, Chapter 4, pp. 3-80 and 3-83; 04-05 FSA
Handbook, Volume 3, Chapter 4, p. 3-67.

Policy Information: 1095/159

Guarantor Comments: None.

FFELP Teacher Loan Forgiveness Request

The Common Manual has been revised by adding text describing the use of the
National Council of Higher Education Loan Program’s (NCHELP) FFELP Teacher Loan
Forgiveness Request form. A lender may use the form to request payment for all or
a portion of the balance on a Stafford loan or a Consolidation loan with an eligible
underlying Stafford loan(s) that is eligible for discharge due to teacher loan
forgiveness. A new figure has been added to the Manual that will help a lender
determine what loan information must be provided on this form. Detailed
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descriptions of the items included in this figure are located in the Instructions for
Completing the FFELP Teacher Loan Forgiveness Request form.

Affected Sections: 2.3.C Common Forms
13.9.B Teacher Loan Forgiveness Program

Effective Date: Lenders may have begun using the FFELP Teacher Loan
Forgiveness Request form upon the applicable publication date.

Basis: None.
Policy Information: 1118/159
Guarantor Comments: None.

Income-Based Repayment Option

The Manual was revised to include the income-based repayment (IBR) plan and
loan forgiveness under IBR.

Eligibility

Beginning on July 1, 2009, a borrower may request to repay an eligible loan under
an IBR plan. Eligible FFELP and Direct loans include the outstanding balances on all
loans except:

e A defaulted loan.
e A FFELP or Direct parent PLUS loan.

e A FFELP or Direct Consolidation loan that repaid a FFELP or Direct parent PLUS
loan.

If a borrower selects IBR, the lender must determine if the borrower has a partial
financial hardship (PFH) for the initial year and annually for each subsequent year
that the borrower selects IBR. A PFH exists if the borrower has an annual payment
amount, calculated under a standard repayment schedule and based on a 10-year
repayment period on all eligible FFELP and Direct loans outstanding when the
borrower initially entered repayment on each loan (a.k.a. standard-standard), that
exceeds 15% of the difference between the borrower’s adjusted gross income and
150% of the U.S. Department of Health and Human Services (DHHS) poverty
guideline for the borrower’s family size.

Payment Amount Calculation

The borrower’s maximum annual payment to determine PFH is limited to no more
than 15% of the amount by which the borrower’s annual adjusted gross income
exceeds 150% of the DHHS poverty guideline for the borrower’s applicable family
size. The result is divided by 12 to obtain the monthly payment amount. If the
lender does not hold all of the borrower’s eligible loans, the borrower’s monthly
loan payment is multiplied by the percentage of the borrower’s total outstanding
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principal amount of eligible loans that are held by the lender making the
determination of eligibility. For this calculation, the lender may access NSLDS to
determine the outstanding principal amount of the borrower’s eligible loans that are
held by other lenders. If the result of this calculation is less than $5.00 at the
lender level, then the borrower’s monthly payment amount is $0. If the result of
the calculation is equal to or greater than $5.00 but less than $10.00 at the lender
level, then the borrower’s monthly payment amount is $10.00.

If a borrower selects an IBR plan, the lender must — unless the borrower requests
otherwise — require that all eligible loans held by the lender be repaid under the
IBR plan. If the borrower has multiple lenders and wants to repay all eligible loans
under the IBR plan, the borrower must request IBR from each lender.

Applying Payments and Prepayments

Under IBR, a lender must apply a payment received first to accrued interest, then
to collection costs and late charges, and finally to outstanding principal. Under IBR,
a borrower may have a scheduled monthly payment amount of $0. Even though the
borrower is not required to make a payment, the lender acknowledges that the
borrower is fulfilling the monthly payment obligation by advancing the due date to
the next month. If a borrower with a payment amount of $0 pays an amount
greater than $0, the lender acknowledges that the borrower is fulfilling a single
monthly payment obligation by advancing the due date to the next month. For
example, a borrower has a payment amount of $0 and a due date of the 15th. Each
month on the 15th, the borrower’s payment is deemed to be satisfied.

Any prepayment is applied in the same order, i.e. first to accrued interest, then to
collection costs and late charges, and finally to outstanding principal. A prepayment
received on a loan being repaid under an IBR plan with a monthly payment amount
of $0 must not be applied to future installments.

Federal Interest Benefits

Under IBR, the borrower’s monthly payment amount may be insufficient to pay
accrued interest and principal due or to repay the loan within the 25-year
repayment period for loan forgiveness. If the borrower’s scheduled monthly PFH
payment amount under the income-based repayment (IBR) plan is not sufficient to
pay the accruing interest on a subsidized Stafford loan or the subsidized portion of
a Consolidation loan, the Department pays the accrued interest, that exceeds the
scheduled monthly PFH payment amount, during a consecutive three-year period
that begins with the established repayment period start date when each loan enters
IBR. This three-year period excludes any period during which the borrower receives
an economic hardship deferment. Federal interest benefits end on the earlier of the
date that the borrower’'s monthly payment amount under IBR is sufficient to pay
the accrued interest on the borrower’s loan or the qualifying portion of the
borrower’s Consolidation loan or the end of the consecutive three-year period.

Payment Amount Recalculations
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If a borrower ceases to have a PFH, chooses not to make PFH payments but
remains in IBR, or fails to renew or withdraws consent for income verification, the
lender must recalculate monthly payments. To recalculate the borrower’s monthly
payment amount, a lender uses a standard repayment schedule for a ten-year
repayment period based on the borrower’s outstanding loan balance at the time
that the borrower began repayment under the IBR plan. This monthly payment
amount (a.k.a. permanent-standard) may result in a repayment period that
exceeds 10 years.

If a borrower chooses to leave IBR, a lender recalculates the borrower’s monthly
payment amount by using a standard repayment schedule for the time remaining
on a 10-year repayment period based on the borrower’s outstanding loan balance
at the time the borrower elects to leave the IBR (a.k.a. expedited-standard). For a
Consolidation loan, the monthly payment amount is recalculated, based on the time
remaining up to a maximum of 30 years.

Loan Forgiveness

To be eligible for loan forgiveness after 25 years, the borrower must have
participated in the IBR plan and made at least 300 monthly qualifying payments or
equivalents on or after July 1, 2009, by satisfying any of the following conditions:

e Made monthly loan payments, equal to or greater than zero dollars, based on a
partial financial hardship (PFH).

¢ Made monthly loan payments under any repayment plan that were equal to or
greater than the amount required under the standard repayment schedule with
a 10-year repayment period (standard-standard).

¢ Made monthly loan payments, after the borrower no longer had a partial
financial hardship or after the borrower stopped making income-based
payments, under the standard repayment schedule based on a ten-year
repayment period for the amount of the borrower’s loans that were outstanding
at the time the borrower selected the IBR plan (permanent-standard).

e Received an economic hardship deferment on eligible loans.

The beginning date for the 25-year repayment period for forgiveness for a borrower
with PFH is the date that the borrower makes a qualifying payment or receives an
economic hardship deferment on an eligible FFELP loan(s). A borrower may have
loans with different beginning dates for the 25-year repayment period for
forgiveness. Although the “begin” date(s) may be prior to the date(s) that the
borrower qualified for the IBR plan, a “begin” date must not be prior to July 1,
2009. If a borrower satisfies the loan forgiveness requirements, the Department
pays the outstanding balance and accrued interest on any eligible FFELP loan,
including a rehabilitated loan (see subsection below) for which the borrower
qualified or re-qualified for IBR.

Administrative Forbearance
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The lender may grant a forbearance for a period not to exceed 60 days in order to
collect and process documentation supporting a borrower's eligibility for loan
forgiveness under IBR. The lender must notify the borrower that the requirement to
make payments on the loan(s) for which forgiveness was requested, has been
suspended pending approval of forgiveness by the guarantor on each loan.

Requirements Pertaining to Request for Payment

The lender must request payment from the guarantor not later than 60 days after
determining that a borrower qualifies for loan forgiveness. If the lender requests
payment later than 60 days after determining that a borrower qualifies for IBR
forgiveness, the lender must repay all interest and special allowance received on
the forgiven loan amount for periods after the expiration of the 60-day filing period.
The lender is prohibited from collecting this interest from the borrower.

Borrower Notification Requirements

Within 30 days after notification by the guarantor that the borrower is eligible for
IBR forgiveness, the lender must notify the borrower of the determination. The
lender must also advise the borrower that the repayment obligation on the loan(s)
for which IBR forgiveness was requested has been satisfied. The lender must also
provide the borrower with information on the required processing of the amount
forgiven. This includes information on the lender’s understanding of the current tax
treatment of the forgiven amount. The lender is also encouraged to refer the
borrower to the Internal Revenue Service for additional information.

Processing an Approved Forgiveness

If the guarantor determines that a borrower is eligible for IBR forgiveness, the
lender must apply the proceeds of the forgiveness amount to satisfy the
outstanding balance on the loan(s) for which IBR forgiveness was requested. If the
forgiveness amount exceeds the outstanding balance on the eligible loan(s), the
lender must refund the excess amount to the guarantor. After the loan(s) has been
forgiven, the lender must promptly return any loan payment(s) to the sender.

When Forgiveness is Denied

If the guarantor determines that the borrower is not eligible for IBR forgiveness,
the lender may grant an administrative forbearance from the date that the
borrower’s repayment obligation was suspended until a new payment due date is
established. The lender may capitalize any accrued or unpaid interest at the end of
the forbearance, unless the denial of the request for payment resulted from a
lender error.

Special Allowance Payments

Special allowance is payable on loans in repayment under IBR. In addition to a
special allowance payment determined by the average daily balance of principal and
capitalized interest on the loan, the lender also receives a special allowance
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payment based on the average daily balance of the unpaid accrued interest for a
loan on which the borrower has a PFH as determined under IBR. The applicable
interest rate for unpaid accrued interest on a loan subject to IBR is zero.

Rehabilitated Loans and IBR

A lender must permit the borrower of a rehabilitated loan to choose any repayment
schedule in statute, including IBR. If a borrower was repaying under IBR before
default and if the borrower qualifies for partial financial hardship after rehabilitation,
the rehabilitated loan may return to IBR and would resume the 25-year period but
only pre-default payments plus the payments made after rehabilitation are
considered qualifying payments toward IBR forgiveness. The nine monthly
payments under a rehabilitation plan are considered payments on a defaulted loan
and, therefore, are not qualifying payments toward the 25-year repayment period
for loan forgiveness.

Definitions

In addition to a definition for the “Income-Based Repayment Schedule” and for
“Partial Financial Hardship,” the following definitions are added to Appendix G:

Expedited-Standard: The repayment schedule available to a borrower who
chooses to leave the Income-Based Repayment plan. The payment amount is
calculated on the basis of both of the following:

e The borrower’s outstanding balance on the loan when the borrower discontinues
paying under an IBR plan.

e The time remaining under a 10-year repayment period for Stafford, SLS, and
Grad PLUS loans or under the applicable repayment period (between 10 and 30
years according to the original loan balance) for a Consolidation loan.

Permanent-Standard: A repayment schedule available to a borrower under the
Income-Based Repayment plan. The payment amount is calculated on the basis of
both of the following:

e The borrower’s outstanding loan balance when the borrower begins repayment
under an IBR plan.

e A 10-year repayment period.

Standard-Standard: A repayment schedule available to a borrower under the
Income-Based Repayment plan. The payment amount is calculated on the basis of
both of the following:

e The borrower’s outstanding loan balance when the borrower initially entered
repayment on the loan.

e A 10-year repayment period.

Figure 11-2, “Forbearance Eligibility Chart,” has also been updated to include IBR.
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Affected Sections: 2.1.B

Types of Loans Available

4.4.D Exit Counseling

6.14.A Subsidized Stafford Loans

7.6.B Income-Sensitive Repayment Disclosure
Requirements

10.6.B Length of the Repayment Period

10.6.D Minimum Payment Requirements

10.8 Establishing a Repayment Schedule

10.8.A Standard Repayment Schedule

10.8.D Extended Repayment Schedule

10.9 Interest Charges

10.10.B Capitalization Frequency

10.11.A Applying Regular Borrower Payments

10.11.B Applying Prepayments

11.21.0 Late Notification of Out-of-School Dates

Figurel1-2  Forbearance Eligibility Chart

12.4.A Due Diligence Requirements for Loans with
Monthly Repayment Obligations

12.4.B Due Diligence Requirements for Loans with
Repayment Obligations Less Frequent Than
Monthly

13.7 Rehabilitation of Defaulted FFELP Loans

13.9 Loan Forgiveness under Income-Based
Repayment

15.3.A Providing Consolidation Loan Information

15.5 Repayment

15.5.F Delinquency, Claim Filing, Loan Forgiveness, and
Discharge

15.6 Interest Benefits and Special Allowance

A.1.B When Federal Interest Benefits Will Be Paid

A.2.A Special Allowance and Excess Interest Rates

Appendix G

Effective Date: The provisions of the income-based repayment (IBR) plan are

effective July 1, 2009. IBR loan forgiveness may not occur prior
to July 1, 2034.

Basis: §682.205(h); §682.209(a) and (b);8682.215;8§682.300(b);

§682.302(a); §682.304(d)(2); §682.411(d)(1);

8682.604(g)(2); and the Federal Register, Vol. 72 No. 206,

October 23, 2008, pp. 63236 - 63240.

Policy Information: 1119/159

Guarantor Comments: None.

Rebuttable Presumption

The Common Manual has been revised by including the use of rebuttable

presumption in any action to limit, suspend, or terminate a lender’s eligibility to

participate in the FFELP, if the Department, its designee, or a Hearing Officer finds

that a lender violated the inducement provisions through payments or activities
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provided to secure FFELP loan applications or FFELP loan volume. To reverse the
presumption, the lender must present evidence that the activities or payments were
provided for a reason unrelated to securing FFELP loan applications or FFELP loan
volume.

Affected Sections: 3.4.C Permitted and Prohibited Activities

18.1 Actions to Limit, Suspend, or Terminate
Participation

Effective Date: Effective for administrative actions against lenders on or after
July 1, 2008.

Basis: §682.705(c); §682.706(d).

Policy Information: 1120/159

Guarantor Comments: None.

Program Participation Agreement

The Common Manual has been revised to include the changes made by the Higher
Education Opportunity Act (HEOA), P.L. 110 315 relating to the agreements in a
school's Program Participation Agreement (PPA). The updated PPA requires that a
school may not request or accept funds from a lender for private education loans,
including funds for opportunity pool loans, in exchange for FFELP loan volume or a
preferred lender arrangement. The updated PPA also requires a school to develop,
publish, administer, and enforce a code of conduct.

A school code of conduct must prohibit school officers, employees and agents from:
¢ Entering into revenue-sharing arrangements.

¢ Receiving certain gifts.

e Accepting certain compensation.

o Assigning a lender to a first time borrower.

¢ Delaying or refusing to certify a loan based on the borrower’s choice of lender or
guarantor.

e Requesting or accepting funds from a lender for private education loans in
exchange for promises or concessions.

e Requesting or accepting certain staffing assistance from a lender.

o Receiving anything of value for service on any advisory board, commission, or
group established by a lender or guarantor, except for reimbursement of certain
reasonable expenses.

TG | Shoptalk Online | Edition 503, May 12, 2009 26



Finally, the Glossary has been updated with the addition of the terms "institutional-
affiliated organization," "opportunity pool loans," and "preferred lender

arrangement."”

Affected Sections: 4.1.A Establishing Eligibility
Appendix G

Effective Date: School participating in a Title 1V loan program on or after
August 14, 2008.

Basis: HEA 8151(5), 8487(a)(25), and 8487(e), as amended by the
Higher Education Opportunity Act (HEOA), P.L. 110 315; DCL
GEN-08-12/FP-08-10.

Policy Information: 1122/159

Guarantor Comments: None.

Ability to Benefit

The Common Manual has been revised to incorporate a provision of the Higher
Education Opportunity Act (HEOA) that expands the methods by which a student
may demonstrate an ability to benefit from a postsecondary program of study and
updates the definitions in the glossary pertaining to ability to benefit. As an
alternative to passing a Department-approved ability-to-benefit test, the new
provision allows a student who does not have a high school diploma or its
equivalent to demonstrate an ability to benefit by satisfactorily completing six credit
hours or equivalent coursework that is applicable toward a degree or a certificate
offered by the school. A student who completes those hours or their equivalent
becomes eligible for Title IV aid. A student is not eligible for Title IV aid while
earning the six credit hours or their equivalent.

Affected Sections: 5.9 Required High School Diploma or
Equivalent
5.10 Ability to Benefit Provisions
Appendix G
Effective Date: Awards of Title IV aid made on or after August 14, 2008.
Basis: HEA 8484(d)(4), as amended by the Higher Education
Opportunity Act (HEOA), P.L. 110 315; DCL GEN-08-12/FP-08-
10.
Policy Information: 1124/159
Guarantor Comments: None.

Definition of Independent Student

The Common Manual has been updated to incorporate changes made to the
definition of “independent student” that were included in the College Cost Reduction
and Access Act (CCRAA) of 2007 and further clarified through the Higher Education
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Opportunity Act (HEOA). Although the specific HEOA changes are not effective until
July 1, 2010, the 2009-2010 Free Application for Federal Student Aid (FAFSA) has
already been updated to reflect the changes. As a result, the Common Manual is
being updated to reflect the HEOA clarifications.

The independent student criteria related to a student who is an orphan or ward of
the court has been revised by including reference to foster care, and clarifying that
if the student was an orphan, a ward of the court, or in foster care at any time
when the student was 13 years of age or older, the student is considered an
independent student.

The Manual is also revised to include two new criteria for determining a student's
dependency status as independent. The first criterion states that if a student is or
was (immediately prior to attaining the age of majority) an emancipated minor or in
legal guardianship as determined by a court in the student’s state of legal
residence, the student is considered independent.

The second criterion states that if the student has been verified, on or after the
start of the award year for which the FAFSA is filed, as either an unaccompanied
youth who is a homeless child or an unaccompanied youth at risk of being homeless
and self-supporting, the student is considered independent. For purposes of this
criterion, the following definitions apply:

e “Homeless” means lacking fixed, regular and adequate housing, which includes
living in shelters, motels or cars, or temporarily living with other people because
the student has nowhere else to go.

¢ “Unaccompanied” means the student is not living in the physical custody of his
or her parents or guardian.

e “Youth” means 21 years of age or younger and the student is still in high school
as of the day the FAFSA is completed.

Homeless status can be verified by any one of the following entities:

o A local educational homeless liaison designated pursuant to the McKinney-Vento
Homeless Assistance Act.

o The director of an emergency shelter or transitional housing program funded
under the Runaway and Homeless Youth Act.

e The director of a program funded under the McKinney-Vento Homeless
Assistance Act (relating to emergency shelter grants).

e The financial aid administrator.

Affected Sections: 6.8 Determining the Student's Dependency Status
Effective Date: For dependency determinations beginning with the 2009-2010
award year.
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Basis: HEA 8480(d)(1), as amended by the College Cost Reduction
and Access Act (CCRAA) of 2007, P.L. 110-84 and the Higher
Education Opportunity Act (HEOA), P.L. 110-315; DCL GEN-08-
01; DCL GEN-08-12; 2009-2010 Free Application for Federal
Student Aid (FAFSA).

Policy Information: 1125/159

Guarantor Comments: None.

Use of Professional Judgment in Certifying Unsubsidized Stafford Loans

The Common Manual has been revised to include the new professional judgment
authority for an FAA to certify an unsubsidized Stafford loan for a dependent
student if the student's parent(s) has ended financial support and refuses to
complete the parental section of the FAFSA, as provided through the Higher
Education Opportunity Act (HEOA). In this situation, financial support includes not
only payment of educational costs, but also other cash or non-cash support, such
as room and/or board. This professional judgment authority is not the same as the
dependency override provision contained in Section 480(d)(1)(l) of the Higher
Education Act of 1965, as amended (HEA). Prior Department guidance has
specifically stated that the refusal of a parent to support a student and to complete
the FAFSA is not, by itself, sufficient grounds for a dependency override.

If the FAA uses this authority, the dependent student is only eligible to receive an
unsubsidized Stafford loan and not any other Title IV assistance. The maximum
unsubsidized Stafford annual loan amount that a dependent student may receive
under the new authority is the “base” limit applicable to the student's grade level
plus the additional unsubsidized amount of $2,000.

Also, the student's parent(s) who has ended financial support is not eligible to apply
for a PLUS loan on the student's behalf. However, if the student’s parents are
separated or divorced, the parent whose financial information would not have been
included on the FAFSA may apply for a PLUS loan on the student’s behalf. If this
parent is subsequently unable to obtain a PLUS loan, the student is not eligible for
the additional unsubsidized Stafford loan funds typically available to dependent
students whose parents are unable to obtain a PLUS loan.

The policy also states that before an FAA can exercise professional judgment to
certify an unsubsidized Stafford loan for a dependent student based on these
circumstances, the FAA must verify that the parent(s) has ended financial support
and refuses to complete the parental section of the FAFSA. The student is not
permitted to self-certify this information. The FAA must obtain a signed and dated
statement from one of the student's parents stating the following:

e The parent(s) has stopped providing financial support to the student. The
statement must include the date when the financial support stopped.

e The parent(s) will not provide financial support in the future.
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e The parent(s) refuses to complete the parental section of the FAFSA.

Finally, the policy also states that if the student's parent(s) will not provide the
required verification statement, the FAA must obtain documentation from a third
party (e.g., a teacher, counselor, clergy member, or court) describing the student's
relationship with his or her parents prior to certifying the unsubsidized Stafford
loan. In addition, the FAA may, but is not required to, determine how the student
intends to support himself or herself financially without parental support.

Affected Sections: 6.8 Dependency Overrides
6.15.B Stafford Loan Certification
Effective Date: Loans certified for loan periods that begin on or after August

14, 2008, or include that date.

Basis: HEA 8479(a), as amended by the Higher Education Opportunity
Act (HEOA), P.L. 110-315; DCL GEN-08-12/FP-08-10; private
letter guidance from Jeff Baker received on March 25, 2009.

Policy Information: 1126/159

Guarantor Comments: None.

Pre-repayment Disclosures

The Common Manual has been revised to include the lender disclosure
requirements related to the new income-based repayment plan. In addition to
providing a borrower information on existing repayment plans, a lender is also
required to provide, at the time it offers repayment options, a notice to a borrower
(except a parent PLUS loan borrower or a Consolidation loan borrower whose loan
includes one or more parent PLUS loans) of the availability of the income-based
repayment plan. The notice must provide the process by which the borrower may
qualify for the income-based repayment and must advise the borrower where and
how to obtain more information on the income-based repayment plan.

Affected Sections: 10.7 Disclosing Repayment Terms

Effective Date: Disclosures made on or after July 1, 2009.

Basis: 8428(b)(9), as amended by the Higher Education Opportunity
Act (HEOA), P.L. 110-315; 8682.205(h); DCL GEN-08-12/FP-
08-10.

Policy Information: 1128/159

Guarantor Comments: None.

Lender Disclosures during Repayment

The Common Manual is being revised by adding information regarding new
disclosures a lender must provide to a borrower during the repayment period. A
lender must provide a borrower in repayment with a bill or statement that
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corresponds to each installment period for which a payment is due and that
includes, in simple and understandable terms, each of the following:

The original principal amount of the borrower's loan.

The borrower’'s current balance, as of the time of the bill or statement.
The interest rate on the loan.

The total amount the borrower has paid in interest on the loan.

The aggregate amount the borrower has paid on the loan, including all the
interest and fees paid, and the amount paid against the balance.

A description of each fee charged for the most recent preceding installment
period.

The payment amount, the due date for the payment to avoid additional fees,
and the amount of any such fees.

The lender's or loan servicer's address and toll-free phone number for payment
and billing error purposes.

A reminder of the borrower's option to change repayment plans, a listing of the
repayment plans available to the borrower, a link to the Department's Website
for more information on the repayment plans, and directions to the borrower on
how to request a change in repayment plan.

The Common Manual is also being updated to include the requirement that, if the
borrower notifies the lender that he or she is having difficulty making scheduled
payments, the lender must provide to the borrower a description of each of the
following:

The repayment plans available to the borrower and how the borrower can
request a change in repayment plan.

The requirements for obtaining a forbearance on the loan, including the
associated costs.

The other options available to the borrower to avoid default, including any
associated costs or fees.

Affected Sections: Chapter 10 Loan Servicing

Effective Date: Required lender disclosures made for loans with first payments

due on or after July 1, 2009.

Basis: HEA 8433(e)(1) and (2), as amended by the Higher Education
Opportunity Act (HEOA), P.L. 110-315; DCL GEN-08-12/FP-08-
10.

Policy Information: 1129/159
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Guarantor Comments: None.

Disclosure When Granting Deferments on Unsubsidized Stafford Loans

The Common Manual has been revised to state that when granting an in-school,
graduate fellowship, unemployment, military or economic hardship deferment on an
unsubsidized Stafford loan, a lender must provide information to the borrower to
assist him or her in understanding the impact of the capitalization of interest on the
borrower’s loan principal and the total amount of interest to be paid over the life of
the loan.

Affected Sections: 11.1 Authorized Deferment

Effective Date: In-school, graduate fellowship, unemployment, military, and
economic hardship deferments on unsubsidized Stafford loans
granted on or after August 14, 2008.

Basis: HEA 8428(b)(1)(Y)(iii) as amended by the Higher Education
Opportunity Act (HEOA), P.L. 110 315; DCL GEN-08-12/FP 08-
10.

Policy Information: 1130/159

Guarantor Comments: None.

Providing Forbearance Information to the Borrower or Endorser

The Common Manual has been revised to require the lender to send a notice to the
borrower or endorser, as applicable, when it grants a forbearance to assist the
borrower or endorser in understanding the effect that interest capitalization has on
the loan's principal balance and the amount of interest that may be paid over the
life of the loan. Revised policy also requires the lender to contact the borrower or
endorser not less than every 180 days during the forbearance period and include in
its notice each of the following new data elements in addition to existing
requirements:

¢ The amount of interest accrued since the last interest accrual information was
provided to the borrower.

e The amount of interest that will be capitalized on the loan and the date that the
capitalization will occur.

e The option to pay the interest before it is capitalized.

Affected Sections: 11.20.1 Borrower Contact during Forbearance
11.23 Mandatory Administrative Forbearance
11.24.B Internship or Residency
Effective Date: Forbearance granted by the lender on or after August 14, 2008.
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Basis: HEA 8428(c)(3), as amended by the Higher Education
Opportunity Act (HEOA), P.L. 110-315; DCL GEN-08-12/FP-08-

10.
Policy Information: 1131/159
Guarantor Comments: None.

Administrative Forbearance for Repayment Plan Change

The Common Manual has been revised to permit the lender to grant an
administrative forbearance to cover a period of delinquency that exists at the time
a borrower chooses a different repayment plan, for example, when the borrower
changes from a standard repayment plan to an income-based repayment plan.

Affected Sections: 11.21 Administrative Forbearance

Effective Date: Repayment plan changes granted by the lender on or after July
1, 20009.

Basis: §682.211(f)(14).

Policy Information: 1132/159

Guarantor Comments: None.

Total and Permanent Disability Discharge Requests Based on U.S.
Department of Veterans Affairs Determinations

The Common Manual has been revised to add information about total and
permanent disability discharge requests based on U.S. Department of Veterans
Affairs (VA) determinations. A discharge request based on a VA determination has
different eligibility criteria than one that is not based on a VA determination.

A borrower is eligible for loan discharge due to total and permanent disability if the
borrower provides documentation from the VA showing that the VA has determined
the borrower to be unemployable due to a service-connected condition, and this
documentation is acceptable to the U.S. Department of Education (the
Department). The borrower is not required to provide additional documentation to
support the discharge, however, the borrower is required to complete the
appropriate sections of the Discharge Application: Total and Permanent Disability. If
the lender believes the borrower qualifies for discharge based on its review of the
VA disability documentation, the lender must forward the loan discharge application
and VA documentation to the guarantor for review. If the guarantor determines that
the borrower meets the criteria for discharge based on its review of the VA
documentation, the guarantor must forward the VA documentation and the loan
discharge application to the Department for determination of the borrower’s
eligibility for loan discharge. The borrower is not subject to the three-year
conditional period. If the Department grants a final discharge based on a VA
determination, it will notify the loan holder of the determination. Any loan
payments made after the effective date of the VA determination (that the borrower
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is unemployable due to a service-connected condition) are refunded to the
borrower.

Affected Sections: 13.8.G Total and Permanent Disability

Effective Date: Total and permanent disability discharge requests received by
the lender on or after August 14, 2008, that are based on U.S.
Department of Veterans Affairs determinations.

Basis: HEA 8437(a), as amended by the Higher Education Opportunity
Act (HEOA), P.L. 110-315; DCL GEN-08-12/FP 08-10;
Discharge Application: Total and Permanent Disability published
February 9, 2009.

Policy Information: 1133/159

Guarantor Comments: None.

Eligible Not-for-Profit Holder

The Common Manual has been updated with regulatory guidance published in the
Federal Register Vol. 73, No. 206, dated October 23, 2008, as it relates to the
definition of “eligible not-for-profit holder.” An eligible not-for-profit holder is an
eligible lender that requests special allowance payments from the Department and
that meets one of the qualifying conditions. To qualify as an eligible not-for-profit
holder, a state or nonprofit entity must have made or acquired a FFELP loan on or
before September 27, 2007.

An eligible lender trustee (ELT) may be designated as an eligible not-for-profit
holder if acting on behalf of an entity (other than an eligible school lender) that is a
state or nonprofit entity, or a special purpose entity for a state or nonprofit entity,
that was the sole beneficial owner of a loan eligible for special allowance payments
on September 27, 2007. Subsection A.2.A of the Manual has been updated to
include definitions of “state or nonprofit entity” and “special purpose entity”
(including “related special purpose entity”).

A lender may receive compensation for reasonable and customary fees for acting as
an ELT on behalf of a state or nonprofit entity. Fees are considered reasonable and
customary if either of the following applies:

e The fees do not exceed the amounts the ELT received for similar services on
similar loan portfolios of that state or special purpose entity that are not eligible
for special allowance payments at the rate paid to an eligible not-for-profit
holder.

e The fees do not exceed an amount as determined by another method requested
by the state or non-profit entity and that the Department considers reliable.

A lender cannot be designated as an eligible not-for-profit holder if the lender
(directly or through an ELT or a special purpose entity) is owned or controlled, in
whole or in part, by a for-profit entity. A for-profit entity has ownership and control
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of a state or nonprofit entity, or its related special purpose entity if any of the
following occurs:

o The for-profit entity is a member or shareholder of a state or nonprofit entity or
related special purpose entity that is a membership or stock corporation, and
the for-profit entity has sufficient power to control the state or nonprofit entity
or its special purpose entity.

e The for-profit entity employs or appoints individuals that together represent a
majority of the state, nonprofit, or special purpose entity’s board of trustees or
directors, or a majority of that board’s audit committee or compensation
committee.

e If a state, nonprofit, or special purpose entity does not have a board of trustees
or directors, or associated committees, the for-profit entity is authorized by law,
agreement, or otherwise to approve decisions by the entity regarding its audits,
investments, hiring, retention, or compensation of officials unless the
Department determines that the authority to approve such decisions is not likely
to affect the integrity of those decisions.

A lender (directly or through an ELT or a special purpose entity) cannot be
designated as an eligible not-for-profit holder if the lender is not the sole owner of
the beneficial interest in, and the income from a loan. Subsection A.2.A of the
Manual is being updated to include definitions of “beneficial owner” (including
“beneficial ownership” and “owner of a beneficial interest”) and “sole owner.”

If a state or nonprofit entity designated as an eligible not-for-profit holder (directly
or through an ELT) becomes aware of a change that may cause loss of this
eligibility, the state or nonprofit entity must, within 10 business days of becoming
aware of the change, do each of the following:

e Submit the details of the change to the Department.

e Cease special allowance billing at the eligible not-for-profit holder rate from the
date of the change to the date the Department determines that the state or
non-profit entity has not lost its eligibility due to the change.

The definition of “eligible not-for-profit holder” contained in Appendix G of the
Manual has also been updated with related changes.

Affected Sections: A.2.A Special Allowance and Excess Interest Rates
Appendix G

Effective Date: July 1, 2009.

Basis: §682.302()(3).

Policy Information: 1134/159

Guarantor Comments: None.
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This, that, and the other

In today’s economic environment, most parents feel apprehensive about saving
enough for their child’s college education. The best approach, according to some
experts, is to break down the process of saving into smaller pieces, for example,
the “20-20-20” method. In this approach, a parent saves $20,000 before his or her
child begins college by putting aside $50 a month starting at birth — assuming a six
percent annual return. The parent then pays $20,000 out of current income while
the student is in college. Finally, the dependent takes out $20,000 in federal
student loans over four years. Saving this way should help cover the current
average cost of attending four years at a public university, about $60,000.

To learn more about saving methods that some financial experts recommend for
college, read the complete New York Times articles at
www. nytimes.com/2009/04/19/education/edlife/lieber-saving-t.html.
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