
Spotlight on Training
We are pleased to provide the following training opportunities in the month of July. Please 
visit the Event Center on the FedLoan Servicing Web site to learn more about the events 
or to register. 

Date Training Event Topic 

July 2, 2013 Repayment Plans

July 9, 2013 Public Service Loan Forgiveness

July 11, 2013 Creating a Default Prevention Plan

July 18, 2013 Promoting Financial Literacy on Your Campus

July 24, 2013 Town Hall

Notice – Intent to Establish Negotiated 
Rulemaking Committee
A noticed was published in the Federal Register on June 12, 2013, of the U.S. Department 
of Education’s intent to establish a negotiated rulemaking committee to develop standards 
for programs that prepare students for gainful employment in a recognized occupation- 
specific to student loan programs authorized under Title IV of the Higher Education Act of 
1965, as amended. 

Interested parties must submit nominees for the negotiated rulemaking committee no 
later than July 12, 2013 to Wendy Macias at the U. S. Department of Education:

By Mail 1990 K Street NW., Room 8017 • Washington, DC 20006

By Telephone 202.502.7526

By Email wendy.macias@ed.gov

2 New Total and Permanent 
Disability Rules Effective 
July 1

Violence Against Women 
Reauthorization Act of 2013

3 Modifications to Claim 
Form and Request for 
Reimbursement 
Due to Partial Discharge of 
Federal Consolidation Loan 
Form

4 Comment Period for Draft 
2014-15 FSA Application 
Materials Ends July 5, 2013

5 Compliance Corner

6 Update on Reductions as a 
Result of Sequestration

Private Education 
Loan Application Self- 
Certification Form Renewed

7 Now Available! Variable 
Interest Rates for July 1, 
2013- June 30, 2014

Reminder- Deadline for 
TEACH Grant Closeout 
Information

June 2013

NCHER TPD Best Practices Q&A
The National Counsel of Higher Education Resources 
(NCHER) has distributed its Total and Permanent 
Disability Best Practices Q&A document. Click here to 
access the document. 

https://fedloanservicing.webex.com/mw0307l/mywebex/default.do?siteurl=fedloanservicing
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New Total and Permanent Disability Rules Effective July 1

This is a reminder that the new Total and Permanent 
Disability (TPD) rules go into effect July 1, 2013. As we 
approach this date, the U.S. Department of Education (ED) 
has issued a series of Electronic Announcements to update 
the community on important information pertaining to the 
new process. 

For a comprehensive discussion on the new TPD process, 
please read the March 2013 issue of our Bulletin.

In the Electronic Announcement dated May 17, 2013, ED 
discussed the basics of the new TPD process by providing a 
background and effective date for the changes as well as an 
overview of the new process. ED also briefly touched on the 
TPD Lender Notification File and basic information about 
their progress on the processes for assigning Federal 
Family Education Loan (FFEL) Program and Federal 
Perkins Loan (Perkins Loan) Program loans. 

On May 24, 2013, ED distributed a second Electronic 
Announcement to advise the community that it had changed 
the name of the TPD Lender Notification File to TPD Loan 
Holder Notification File (TPD LHN File). Attached to that 
Announcement is a TPD Loan Holder Notification File 
Overview that includes the complete file layout and reason 
codes. 

ED distributed the TPD Assignment procedures for 
guaranty agencies and schools in separate Electronic 
Announcements on June 12, 2013. Included in the 
Announcement for guaranty agencies to assign FFEL

Program loans are the procedures as well as Appendix I 
through V which provide information on the following:

•	 Assignment File format

•	 Assignment form

•	 SAIG record specifications

•	 Manifest instructions

•	 Co-made loans and endorsers

The Announcement for schools to assign Perkins Loans 
included the revised procedures. Please be aware that the 
document includes the following revisions: 

•	 Removed all steps related to the TPD application

•	 Included information about the TPD Loan Holder 
Notification File

•	 Updated the contact information/address for the 
assignment process 

•	 Added a table of contents, removed the appendices 
by incorporating that text into the procedures, and 
renumbered the sections

•	 Removed the appendix for Veterans Disability Discharge

The last Announcement was distributed on June 20, 2013, 
as a recap of the entire TPD process, including a discussion 
on previous guidance, directing borrowers to Nelnet TPD 
Servicer, the TPD Loan Holder Notification File, and contact 
information for the TPD process.

Violence Against Women Reauthorization Act of 2013

The Violence Against Women Reauthorization Act of 2013 (VAWA) signed by President Obama on March 
7, 2013, will require schools to compile statistics for crimes reported to campus security and local 
police such as: sexual assault, domestic violence, dating violence, and stalking. In addition, schools 
must provide in their Annual Security Report policies, procedures and programs related to such crimes. 

Discussions centered on this topic during the negotiated rulemaking hearings on May 30 and June 4. 
As always, once the rulemaking process is completed, the U.S. Department of Education (ED) will issue 
proposed and final rules. In the interim, ED has provided the following guidelines for schools. 

Under the Clery Act, schools must distribute to current and prospective students and employees 
an Annual Security Report that provides campus crime statistics for the last three calendar years 
and policies and procedures for campus security and safety. Section 304(b) of the VAWA provides 
that changes to the annual security report resulting from the new law are effective one year from 
the date the law was enacted. Therefore, the report issued by schools on October 1, 2014 (including 
crime statistics from 2011, 2012 and 2013), must include the new required information. And while the 
statutory changes have not been implemented, ED has said that it expects schools to make a good faith 
effort to comply with the new requirements. 

JULY

1

http://www.pheaa.org/partner-access/schools/pdf/industry-bulletin/2013/march.pdf
http://www.ifap.ed.gov/eannouncements/051713TPDInfoChgestoTPDDischargeRegsJuly2013.html
http://www.ifap.ed.gov/eannouncements/052413TPDDITPDLHNFileforUseBeginning070113.html
http://www.ifap.ed.gov/eannouncements/061213TPDDischargeInfoGAAssignProcedures.html
http://www.ifap.ed.gov/eannouncements/061213TPDDischargeInfoPerkinsAssignmentProceduresEffectiveJuly12013.html
http://www.ifap.ed.gov/eannouncements/062013TPDDischargeInfoReminder070113EffectChangeTPDDischargeRegulations.html
http://www.ifap.ed.gov/eannouncements/052913ImplementofChangesMade2CleryActViolenceAgainstWomenReauthorizationAct2013.html
http://www.ifap.ed.gov/eannouncements/052913ImplementofChangesMade2CleryActViolenceAgainstWomenReauthorizationAct2013.html
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Modifications to Claim Form and Request for Reimbursement 
Due to Partial Discharge of Federal Consolidation Loan Form

The March 2013 issue of PHEAA Industry Bulletin included an article titled, “Changes to Total and Permanent Disability 
Discharge, Effective July 1, 2013.” This article outlined several key changes to the Total and Permanent Disability (TPD) process. 
These changes impact the claim filing requirements. Therefore, changes have been made to the Claim Form instructions as 
well as the Request for Reimbursement Due to Partial Discharge of Federal Consolidation Form instructions.

Please be aware that lenders and servicers must begin using the new version of the Claim Form and Request for Reimbursement 
Due to Partial Discharge of Federal Consolidation Loan Form on July 1, 2013. A revised copy of both forms is available at  
www.aesSuccess.org. If you have any questions, please contact the Loan Assets Management Department at 1.800.892.7576.

Changes to both forms are summarized in the chart below.

Claim Form 

Reference Change

Page 3, Section I, Field 2 - 
DCO

2. If Claim Type is “DI” (Disability – total and permanent), provide the date you received 
a completed loan discharge application or, for DI claims based on the Department 
of Education’s determination of discharge eligibility, the date you received official 
notification that the borrower’s physician certified the borrower to be totally

and permanently disabled disability discharge application has been approved.

Page 4, Section VI, Field 37b -  
$ DI Refund

37b. $ DI Refund: For DI claims only, provide the total amount of payments made by or on 
behalf of the borrower that were received by the lender/servicer after the date the

physician certified the total and permanent disability discharge application. Do not 
complete for DI claims based on a Department of Veterans Affairs (VA) determination of 
disability. or for any DI claims based on the Department of Education’s determination of 
eligibility for discharge (regulations effective 7/1/2013).

Page 4, Section VII, Field 46 -  
Prin Repaid

46. Prin Repaid: Provide (and subtract) the total principal (only) repaid on the borrower’s 
account before and after entering repayment, including any cancellations after 
disbursement, post-withdrawal return of funds, third party payments, and prepayments 
to principal. (Not applicable for CS or FC claims that include Stafford, PLUS, Graduate 
PLUS, or SLS loans that have been paid in full as a result of a Consolidation loan.) For 
DI claims that are based on a Department of Veterans Affairs (VA) determination, do not 
include payments to principal made on or after the effective date of the grant of disability 
by the VA. For all DI claims based on the Department of Education’s determination of 
eligibility for discharge, do not include payments to principal made after, (on or after, 
for determinations based on VA documentation) the date of disability provided by the 
Department. For repurchased loans (including rehabilitated loans), include only those 
payments applied to principal following the repurchase or rehabilitation.

Page 4, Section VII, Field 50 –  
Int-Paid-Through Dt:

50. Int-Paid-Through Dt: Provide the date through which interest was last paid satisfied. 
For DI claims that are based on a Department of Veterans Affairs (VA) determination, provide 
the date through which interest was last paid satisfied after making all applicable balance 
adjustments for refundable borrower payments (if any),prior to the effective date of the grant 
of disability by the VA, unless a subsidized deferment or capitalized interest applied to 
the claimed loan(s) requires adjustment to a later date. For CS or FC claims that include 
Stafford, PLUS, Graduate PLUS, or SLS loans that have been paid in full as a result of 
a Consolidation loan, this date will be the date of the consolidation, unless a subsidized 
deferment applied to the Consolidation loan requires adjustment to a later date.

- continued, next page -

http://www.aessuccess.org
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Modifications to Claim Form and Request for Reimbursement 
Due to Partial Discharge of Federal Consolidation Loan Form

Reference Change

Page 1, Required 
Documentation

Required Documentation: 

Closed School (CS) = School Closure Loan Discharge Application

Death (DE) = Original or Certified Copy of Death Certificate Disability (DI) = Total and 
Permanent Disability Loan Discharge Application or, for all DI claims based on the 
Department of Education’s determination of discharge eligibility, a copy of the official 
notification that the disability discharge application has been approved.

False Certification (FC) = False Certification Loan Discharge Application

Page 2, Section 1, Field 2 - 
DCO

2. DCO: Date condition Occurred is defined by the Reason Type indicated in field 1. Provide 
the corresponding month, day, and year as follows:

-If Reason Type is “DI” (Disability – total and permanent), provide the date you received 
official notification that the borrower’s physician certified the borrower to be totally and 
permanently disabled a completed loan discharge application or, for DI claims based on 
the Department of Education’s determination of discharge eligibility, the date you received 
official notification that the borrower’s disability discharge application has been approved.

Page 2, Section II, Field 8 - 
Principal

8. Principal: If the date of death or disability is on or after the date of consolidation, enter 
the total amount of principal outstanding on the Federal Consolidation loan as of the date 
the borrower or student died or the date the borrower became unable to work and earn 
money disabled. If the date of disability is prior to the date of consolidation, or the request 
Reason Type is CS or FC, enter the total amount paid by the consolidation lender to the 
prior holder(s) for all underlying loans. Total the principal amounts.

Page 2, Section V, Field 17 – 
Eligible Payments

17. Eligible Payments: For request Reason Types CS and FC, provide the total amount 
of all payments made by or on behalf of the borrower that were applied to the eligible 
underlying loan(s), prior to consolidation, if known. For request Reason Type DI, provide 
the total amount of all payments made by or on behalf of the borrower and received by 
the lender on or after (on or after, for determinations based on VA documentation) the 
date of disability, but prior to the date of the Federal Consolidation loan, which were 
applied to the underlying loan(s) eligible for discharge, if known.

 -
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Comment Period for Draft 2014-15 FSA Application Materials Ends 
July 5, 2013

This is a reminder that comments for the 2014-15 Federal Student Aid (FSA) application materials must be submitted on or 
before July 5, 2013. Interested parties should submit comments through the following methods. (Comments submitted via fax 
or email and those submitted after the deadline will not be accepted.) 

Electronically 
Federal eRulemaking Portal: regulations.gov
Select Docket ID number ED-2013-ICCD-0061

Mail, commercial or hand delivery 

Director of the Information Collection Clearance Division
U.S. Department of Education
400 Maryland Avenue SW., LBJ • Room 2E105 
Washington, DC 20202-4537

The related materials can be retrieved from the regulations.gov website.

http://www.ifap.ed.gov/fregisters/FR050613.html
http://www.regulations.gov. 
http://www.regulations.gov/#!docketDetail;D=ED-2013-ICCD-0061
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Compliance Corner

Question: Are there any requirements for what information 
must be included in the student’s financial aid file?

Answer: Your school must determine what specific records 
to keep on file to demonstrate student eligibility. Guidance 
on record-keeping can be found in the following Federal 
Student Aid Handbook locations. Please keep in mind that 
the following is NOT a comprehensive list of items that may 
be necessary to demonstrate the student’s eligibility.

The 2012-13 FSA Handbook (Volume 2, Chapter 7, beginning 
on Page 2-123) provides the following information:

REQUIRED RECORDS
A school must keep comprehensive, accurate program 
and fiscal records related to its use of FSA program funds. 
The importance of maintaining complete, accurate records 
cannot be overemphasized. Program and fiscal records 
must demonstrate the school is capable of meeting the 
administrative and fiscal requirements for participating in 
the FSA programs. In addition, records must demonstrate 
proper administration of FSA program funds and must 
show a clear audit trail for FSA program expenditures. For 
example, records for each FSA recipient must clearly show 
that the student was eligible for the funds received, and 
that the funds were disbursed in accordance with program 
regulations. 

In addition to the general institutional recordkeeping 
requirements discussed here, a school must also comply 
with all program-specific recordkeeping requirements 
contained in the individual FSA regulations.

Records relating to student eligibility 
A school must keep records that substantiate the eligibility 
of students for FSA funds, such as: 

•	 Cost of attendance information 

•	 Documentation of a student’s satisfactory academic 
progress (SAP) 

•	 Documentation of student’s program of study and the 
courses in which the student was enrolled 

•	 Data used to establish student’s admission, enrollment 
status, and period of enrollment 

•	 Required student certification statements and 
supporting documentation 

•	 Documents used to verify applicant data and resolve 
conflicting information 

•	 Documentation of all professional judgment decisions 

•	 Financial aid history information for transfer students

Fiscal records 
A school must keep fiscal records to demonstrate its proper 
use of FSA funds. A school’s fiscal records must provide 
a clear audit trail that shows that funds were received, 
managed, disbursed, and returned in accordance with 
federal requirements. 

The fiscal records that a school must maintain include but 
are not limited to: 

•	 Records of all FSA program transactions, 

•	 Bank statements for all accounts containing FSA funds, 

•	 Records of student accounts, including each 
student’s institutional charges, cash payments, FSA 
payments, cash disbursements, refunds, returns, and 
overpayments required for each enrollment period, 

•	 General ledger (control accounts) and related 
subsidiary ledgers that identify each FSA program 
transaction (FSA transactions must be separate from 
school’s other financial transactions), 

•	 Federal Work-Study payroll records, and 

•	 FISOP portion of the FISAP.	

In addition, the 2012-13 FSA Handbook (Volume 6, Chapter 
1, Page 6-29) provides the following. 

CAMPUS-BASED RECORDKEEPING
A school must follow the recordkeeping requirements in 
the General Provisions (discussed in Volume 2) and those 
specific to the Campus-Based programs.

A school must keep financial records that reflect all 
Campus-Based program transactions and must keep all 
records supporting the school’s application for Campus-
Based funds. This documentation includes the applications 
and records of all students who applied for Campus-Based 
assistance for a specific award year and were included on 
the school’s FISAP for that award year. 

The school must also retain applications and records of 
students who applied for, but did not receive aid, either 
because the school had no more funds to award or 
because the school determined that the student did not 
need funds. The school must keep general ledger control 
accounts and related accounts that identify each program 
transaction and must separate those transactions from all 
other institutional financial activity. Fiscal records must be 
reconciled at least monthly. The Campus-Based records a 
school must maintain include, but are not limited to:

•	 The Student Aid Report (SAR) or Institutional Student 
Information Record (ISIR) used to determine a student’s 
eligibility for Campus-Based program funds;

- continued, next page -

http://ifap.ed.gov/fsahandbook/attachments/1213FSAHbkVol2Ch7.pdf
http://ifap.ed.gov/fsahandbook/attachments/1213FSAHbkVol6Ch1.pdf
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•	 Application data submitted to the Department or the school on behalf of the student;

•	 Documentation of the payment of any return of Title IV funds or overpayment to the FSA program fund or the Department;

•	 Documentation of the amount of a Perkins Loan, FSEOG or FWS award, its payment period, and the calculations used to 
determine the amount of the loan, grant, or FWS award;

•	 Documentation of each FSEOG or Perkins Loan disbursement and the date and amount of each payment of FWS wages; 

•	 Documentation of the school’s calculation of any refunds or overpayments due to, or on behalf of, the student and the 
amount, date, and basis of the school’s calculation;

•	 Information collected at initial and exit loan counseling required by Perkins Loan regulations; and

•	 Reports and forms used by the school in its participation in a Campus-Based program, and any records needed to verify 
data that appear in those reports and forms.

Update on Reductions as a Result of Sequestration
In the April/May issue of the PHEAA Industry Bulletin we reported on reductions made to the TEACH Grant and Iraq-
Afghanistan Service Grant as a result of sequestration. In the Electronic Announcement dated April 26, 2013, the community 
was given revised figures for reducing TEACH Grant and Iraq-Afghanistan Service Grant awards first disbursed after March 1, 
2013 by 7.1 percent and 10.0 percent respectively. 

However, on May 31, 2013, ED provided another update to inform the community that the TEACH Grant awards should in fact be 
reduced by 6.0 percent. The reduction in the Iraq-Afghanistan Service Grant still remains at 10.0 percent. 

Schools that awarded TEACH Grant funds for students under the prior reduction percentages must revisit those awards and 
ensure that the student receives the maximum eligibility by disbursing any additional TEACH Grand funds for which the student 
is now eligible under the new reduction percentage (6.0 percent). 

Compliance Corner
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Private Education Loan Application Self- Certification Form Renewed

On June 12, 2013, the U.S. Department of Education (ED) announced that the Private 
Education Loan Application Self-Certification Form had been renewed. The form is required 
under section 487(a)(28) of the Higher Education Act of 1965, as amended, and section 128(e)
(3) of the Truth-in-Lending Act (TILA). Under the TILA, a private education loan lender 
must obtain a completed/signed Self-Certification Form from the applicant (the enrolled 
or admitted student, or parent of an enrolled or admitted student) before it may make 
a private education loan for a student’s attendance at a post-secondary school. Under 
the HEA, schools participating in Title IV programs must provide the Self-Certification 
form at the request of the applicant. This requirement is also included in regulations 34 
CFR 601.11(d) and 668.14(b)(29). In addition, schools must provide the information (to the 
extent the school has the information) needed to complete Section 2 of the form. 

The renewed form was issued under OMB Control Number 1845-0101 with an expiration 
date of 05/31/2016. This form replaces the previous version with an expiration date of 
02/28/2013. Schools and private education lenders may begin distributing the new form 
immediately, but may continue to distribute the old form until July 31, 2013. The old 
form may be accepted until September 30, 2013. 

________________________________________________________________________________________________

Important:  Pursuant to Section 155 of the Higher Education Act of 1965, as amended, (HEA) and to satisfy the requirements of Section 128(e)(3) of the Truth in 

Lending Act, a lender must obtain a self-certification signed by the applicant before disbursing a private education loan. The school is required on request to provide 

this form or the required information only for students admitted or enrolled at the school. Throughout this Applicant Self-Certification, “you” and “your” refer to the 

applicant who is applying for the loan. The applicant and the student may be the same person.
Instructions:  Before signing, carefully read the entire form, including the definitions and other information on the following page. Submit the signed form 

to your lender.
SECTION 1:  NOTICES TO APPLICANT • Free or lower-cost Title IV federal, state, or school student financial aid may be available in place of, or in addition to, a private 

education loan. To apply for Title IV federal grants, loans and work-study, submit a Free Application for Federal Student Aid 

(FAFSA) available at www.fafsa.ed.gov, or by calling 1-800-4-FED-AID, or from the school’s financial aid office.

• A private education loan may reduce eligibility for free or lower-cost federal, state, or school student financial aid.

• You are strongly encouraged to pursue the availability of free or lower-cost financial aid with the school’s financial aid office.

• The financial information required to complete this form can be obtained from the school’s financial aid office. If the lender has 

provided this information, you should contact your school’s financial aid office to verify this information and to discuss your 

financing options.
SECTION 2: COST OF ATTENDANCE AND ESTIMATED FINANCIAL ASSISTANCE 

If information is not already entered below, obtain the needed information from the school’s financial aid office and enter it on the appropriate line. Sign 

and date where indicated. See Section 5 for definitions of financial aid terms.A. Student’s cost of attendance for the period of enrollment covered by the loan  
$____________________

B. Estimated financial assistance for the period of enrollment covered by the loan
$____________________

C. Difference between amounts A and BWARNING: If you borrow more than the amount on line C, you risk reducing your eligibility for 

free or lower-cost federal, state, or school financial aid. $____________________
SECTION 3: APPLICANT INFORMATION   Enter or correct the information below. 

Full Name and Address of School ________________________________________________________________________________________________________     

Applicant Name (last, first, MI) ___________________________________________________     Date of Birth (mm/dd/yyyy) _____/_____/__________

Permanent Street Address __________________________________________________________________

City, State, Zip Code __________________________________________________________________ ____________________

Area Code / Telephone Number   Home (          ) ____________________________   Other (          ) ____________________________

E-mail Address________________________________________________________________________________________

Period of Enrollment Covered by the Loan (mm/dd/yyyy)        From _____ / _____ / _______ to _____ / _____ / _______                                     

If the student is not the applicant, provide the student’s name and date of birth.
Student Name (last, first, MI) ____________________________________________________ Student Date of Birth (mm/dd/yyyy) _____/_____/__________

SECTION 4: APPLICANT SIGNATURE 
I certify that I have read and understood the notices in Section 1 and, that to the best of my knowledge, the information provided on this form is true and correct.

Signature of Applicant ____________________________________________________________________   Date (mm/dd/yyyy) _______________________

OMB No. 1845-0101Form ApprovedExp. Date 05-31-2016

Private Education Loan Applicant Self-Certification This space for lender use only

http://www.pheaa.org/partner-access/schools/pdf/industry-bulletin/2013/april-may.pdf
http://www.ifap.ed.gov/eannouncements/042613UpdatedChangesInSequestReqReductions.html
http://www.ifap.ed.gov/eannouncements/053113TEACHGrantSequestrationReductUpdate.html
http://www.ifap.ed.gov/dpcletters/GEN1315.html
http://www.ifap.ed.gov/dpcletters/attachments/GEN1315Attach.pdf
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These materials have been developed and paid for by the Pennsylvania Higher 
Education Assistance Agency (PHEAA) for informational purposes. Although the 
information contained in this document is believed to be accurate at the time of 
printing, PHEAA does not guarantee its accuracy. You should independently verify that 
this information is correct.

LC-INDBN
062813

Created in 1963 by the Pennsylvania General Assembly, the Pennsylvania Higher Education Assistance Agency 
(PHEAA) has evolved into one of the nation’s leading student aid organizations. Today, PHEAA is a national
provider of student financial aid services, serving millions of students and thousands of schools through its 
loan guaranty, loan servicing, financial aid processing, outreach, and other student aid programs. 

PHEAA’s earnings are used to support its public service mission and to pay its operating costs, including 
administration of the Pennsylvania State Grant and other state-funded student aid programs. PHEAA  
continues to devote its energy, resources and imagination to developing innovative ways to ease the financial 
burden of higher education for students, families, schools, and taxpayers.

PHEAA conducts its student loan servicing activities nationally as American Education Services (AES)  
and FedLoan Servicing. 

CONTACT
BUSINESS DEVELOPMENT 
& OPERATION/LOAN GUARANTY
Mon - Fri, 7:30 am to 9:00 pm ET

STUDENT/PARENT
GRANT & LOAN INQUIRIES
800.692.7392
granthelp@aesSuccess.org
studentloans@aesSuccess.org

SCHOOL/LENDER INQUIRIES
800.443.0646
loanhelp@aesSuccess.org

Reminder- Deadline for TEACH  
Grant Closeout Information
The deadline to submit closeout information for the 2012-13 award year for 
TEACH Grants is September 30, 2013. Schools who have successfully closed 
out the 2012-13 award year should show a $0 ending cash balance and $0 total 
net unbooked disbursements on their TEACH Grant School Account Statement 
(SAS). Schools with an outstanding balance after September 30, 2013 will be 
billed. Please refer to the Electronic Announcement distributed on June 7, 2013 
for further information. 

Now Available! Variable Interest Rates for July 1, 2013- June 30, 2014

On May 31, 2013, the U.S. Department of Education distributed the variable rate chart for the period of July 1, 2013 to June 30, 
2014. These rates are applicable to Federal Stafford, Federal SLS, Federal PLUS, and Federal Consolidation loan program 
loans. 

SEPT

30

http://www.ifap.ed.gov/eannouncements/060713TEACHCloseout1213.html
http://ifap.ed.gov/ffelvarrates/053113FFELVarInterRatePeriodJuly1June30.html
http://ifap.ed.gov/ffelvarrates/attachments/053113FFELVarInterRatePeriodJuly1June30.pdf




	
  
Total	
  and	
  Permanent	
  Disability	
  (TPD)	
  Discharge	
  Best	
  Practices	
  Q	
  and	
  A	
  
Effective	
  July	
  1,	
  2013	
  
	
  


6/3/2013	
   	
   1	
  


Q1.	
   In	
  the	
  new	
  regulations,	
  what	
  is	
  meant	
  by	
  the	
  term	
  “lender”?	
  
A1.	
   For	
  consistency,	
  the	
  new	
  regulations	
  were	
  crafted	
  such	
  that	
  the	
  term	
  “lender”	
  is	
  synonymous	
  


with	
  the	
  term	
  “loan	
  holder”,	
  i.e.	
  the	
  term	
  “lender”	
  may	
  mean	
  an	
  actual	
  lender	
  in	
  the	
  
conventional	
  sense	
  of	
  the	
  word,	
  or	
  it	
  may	
  mean	
  a	
  guarantor	
  when	
  referencing	
  the	
  holder	
  of	
  a	
  
defaulted	
  loan.	
  	
  Note:	
  for	
  purposes	
  of	
  this	
  document,	
  “loan	
  holder”	
  is	
  used	
  in	
  the	
  broad	
  sense	
  as	
  
simply	
  the	
  holder	
  of	
  a	
  loan.	
  	
  The	
  terms	
  “lender”,	
  “guarantor”	
  and	
  “guaranty	
  agency"	
  are	
  used	
  
when	
  more	
  specificity	
  is	
  necessary.	
  


	
  
Q2.	
  	
   What	
  is	
  the	
  trigger	
  event	
  for	
  the	
  new	
  total	
  and	
  permanent	
  disability	
  regulations	
  effective	
  July	
  1,	
  


2013?	
  
A2.	
  	
   The	
  new	
  regulations	
  apply	
  to	
  any	
  TPD	
  discharge	
  application,	
  or	
  any	
  notification	
  by	
  the	
  borrower	
  


to	
  the	
  lender	
  that	
  the	
  borrower	
  claims	
  to	
  be	
  totally	
  and	
  permanently	
  disabled,	
  received	
  by	
  a	
  
loan	
  holder	
  on	
  or	
  after	
  July	
  1,	
  2013.	
  	
  Earlier	
  implementation	
  is	
  not	
  permitted.	
  


	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
  


	
  
Q3.	
   	
  What	
  action	
  should	
  a	
  loan	
  holder	
  take	
  on	
  any	
  TPD	
  discharge	
  application,	
  e.g.	
  the	
  prior	
  version	
  


(OMB	
  expiration	
  date	
  12/31/2011	
  with	
  notation	
  “Revised	
  07/2010”	
  in	
  lower	
  right	
  corner	
  of	
  
form)	
  that	
  is	
  received	
  on	
  or	
  after	
  7/1/2013?	
  


A3.	
   The	
  application	
  must	
  be	
  processed	
  under	
  the	
  new	
  rules	
  effective	
  7/1/2013.	
  	
  That	
  is,	
  the	
  loan	
  
holder	
  must	
  forward	
  the	
  application	
  to	
  the	
  Department	
  for	
  review	
  under	
  the	
  7/1/2013	
  rules,	
  
and	
  notify	
  the	
  borrower	
  accordingly.	
  


	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
  
	
  
Q4.	
   What	
  is	
  meant	
  by	
  “any	
  TPD	
  discharge	
  application”?	
  
A4.	
   Any	
  version	
  of	
  the	
  TPD	
  discharge	
  application	
  received	
  by	
  the	
  lender	
  or	
  servicer	
  on	
  or	
  after	
  


7/1/2013.	
  	
  Therefore,	
  if	
  a	
  discharge	
  application	
  received	
  prior	
  to	
  7/1/2013	
  must	
  be	
  returned	
  for	
  
any	
  reason	
  by	
  the	
  loan	
  holder	
  to	
  the	
  borrower,	
  and	
  the	
  application	
  is	
  resubmitted	
  on	
  or	
  after	
  
7/1/2013,	
  the	
  loan	
  holder	
  must	
  forward	
  the	
  application	
  to	
  the	
  Department	
  on	
  behalf	
  of	
  the	
  
borrower	
  for	
  their	
  review	
  under	
  the	
  7/1/2013	
  rules,	
  even	
  if	
  the	
  discharge	
  application	
  is	
  a	
  
previous	
  version.	
  	
  	
  	
  	
  


	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
  
	
  
Q5.	
   What	
  are	
  a	
  loan	
  holder’s	
  counseling	
  responsibilities	
  should	
  a	
  borrower	
  mention	
  disability	
  and/or	
  


Social	
  Security	
  Administration	
  (SSA)	
  benefits	
  in	
  the	
  course	
  of	
  phone	
  contact	
  or	
  upon	
  application	
  
for	
  an	
  Economic	
  Hardship	
  Deferment?	
  


A5.	
   If	
  a	
  loan	
  holder	
  believes	
  that	
  a	
  borrower	
  may	
  qualify	
  for	
  TPD	
  discharge	
  based	
  on	
  SSA	
  
documentation,	
  they	
  should	
  direct	
  the	
  borrower	
  to	
  the	
  Department	
  to	
  initiate	
  the	
  TPD	
  process.	
  


	
  
Q6.	
   What	
  action	
  must	
  a	
  guarantor	
  take	
  if	
  a	
  TPD	
  application	
  submitted	
  with	
  a	
  claim	
  filed	
  for	
  reason	
  of	
  


total	
  and	
  permanent	
  disability	
  is	
  found	
  to	
  contain	
  a	
  receipt	
  date	
  of	
  07/01/2013	
  or	
  after?	
  
A6.	
   The	
  guarantor	
  must	
  close	
  and	
  return	
  the	
  claim	
  and	
  inform	
  the	
  lender	
  that	
  the	
  application	
  must	
  


be	
  forwarded	
  to	
  the	
  Department	
  for	
  review	
  under	
  the	
  new	
  TPD	
  process.	
  
	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
  
	
  
Q7.	
  	
   If	
  the	
  loan	
  holder	
  forwards	
  a	
  TPD	
  application	
  to	
  the	
  Department,	
  should	
  the	
  loan	
  holder	
  


suspend	
  collection	
  on	
  the	
  loan	
  as	
  provided	
  in	
  682.402(c)(2)(viii)?	
  
A7.	
   No.	
  The	
  loan	
  holder	
  should	
  only	
  suspend	
  collection	
  on	
  the	
  loan	
  based	
  on	
  the	
  lender	
  notification	
  


described	
  in	
  682.402(c)(2)(viii).	
  
	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
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Q8.	
   When	
  does	
  the	
  Department	
  direct	
  loan	
  holders	
  to	
  suspend	
  collection	
  activity	
  during	
  the	
  TPD	
  


process?	
  
A8.	
   There	
  may	
  be	
  two	
  periods	
  of	
  suspension	
  of	
  collection	
  activity:	
  	
  	
  
	
  
	
   Loan	
  holders	
  are	
  first	
  directed	
  to	
  suspend	
  collection	
  for	
  a	
  period	
  not	
  to	
  exceed	
  120	
  days,	
  


beginning	
  as	
  of	
  the	
  date	
  the	
  borrower	
  notifies	
  the	
  Department	
  of	
  the	
  borrower’s	
  intent	
  to	
  apply	
  
for	
  a	
  total	
  and	
  permanent	
  disability	
  discharge.	
  	
  Loan	
  holders	
  must	
  use	
  the	
  start	
  date	
  and	
  end	
  
date	
  as	
  provided	
  in	
  the	
  Department’s	
  notification	
  to	
  loan	
  holders	
  to	
  apply	
  the	
  120-­‐day	
  period	
  of	
  
suspension.	
  	
  	
  


	
  
	
   If	
  the	
  borrower	
  submits	
  a	
  discharge	
  application	
  to	
  the	
  Department,	
  loan	
  holders	
  will	
  then	
  be	
  


instructed	
  to	
  suspend	
  collection	
  activity	
  while	
  the	
  Department	
  reviews	
  the	
  discharge	
  
application.	
  


	
  
Q9.	
  	
   If	
  the	
  borrower	
  is	
  not	
  in	
  repayment	
  (e.g.	
  grace,	
  deferment,	
  etc.)	
  when	
  the	
  lender	
  receives	
  a	
  


notice	
  from	
  the	
  Department	
  to	
  suspend	
  collection,	
  must	
  the	
  lender	
  put	
  the	
  loan	
  into	
  repayment	
  
and	
  apply	
  the	
  appropriate	
  suspension	
  period?	
  


A9.	
  	
   No.	
  The	
  lender	
  must	
  monitor	
  the	
  account	
  to	
  ensure	
  that	
  the	
  account	
  enters	
  into	
  the	
  appropriate	
  
suspension	
  period	
  if	
  the	
  current	
  non-­‐repayment	
  status	
  ends	
  before	
  the	
  period	
  of	
  TPD	
  
suspension	
  ends.	
  


	
  
Q10.	
  	
  	
  	
  	
  	
  If	
  a	
  loan	
  holder	
  is	
  processing	
  a	
  borrower’s	
  discharge	
  request	
  based	
  on	
  the	
  review	
  of	
  a	
  discharge	
  


application	
  received	
  before	
  July	
  1,	
  2013	
  and	
  subsequently	
  receives	
  notification	
  from	
  the	
  	
  
Department	
  that	
  the	
  borrower	
  has	
  contacted	
  the	
  Department	
  regarding	
  the	
  discharge	
  process	
  
what	
  action	
  should	
  the	
  loan	
  holder	
  take?	
  


A10.	
  	
  	
  	
  	
  	
  In	
  order	
  to	
  avoid	
  delays	
  in	
  processing	
  a	
  borrower’s	
  discharge	
  request,	
  the	
  loan	
  holder	
  should	
  
continue	
  to	
  process	
  the	
  request	
  under	
  the	
  old	
  process	
  through	
  claim	
  filing,	
  claim	
  payment	
  and	
  
loan	
  assignment	
  with	
  all	
  pertinent	
  documents,	
  including	
  the	
  discharge	
  application	
  and	
  any	
  
payment	
  refund	
  information.	
  The	
  loan	
  holder	
  must	
  inform	
  the	
  Department	
  that	
  the	
  borrower	
  
has	
  initiated	
  a	
  discharge	
  request	
  under	
  the	
  old	
  process	
  for	
  the	
  loans	
  held	
  by	
  that	
  loan	
  holder.	
  	
  If,	
  
after	
  further	
  review	
  of	
  the	
  application,	
  it	
  is	
  found	
  to	
  be	
  unacceptable,	
  any	
  subsequent	
  receipt	
  of	
  
any	
  discharge	
  application	
  on	
  or	
  after	
  July	
  1,	
  2013	
  will	
  fall	
  under	
  the	
  new	
  process,	
  as	
  outlined	
  in	
  
Q&A	
  #3	
  above.	
  


	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
  
	
  
Q11.	
   When	
  does	
  the	
  second	
  period	
  of	
  suspension	
  begin?	
  
A11.	
   The	
  second	
  period	
  of	
  suspension	
  begins	
  as	
  of	
  the	
  date	
  the	
  Department	
  receives	
  the	
  borrower’s	
  


discharge	
  application.	
  	
  This	
  date	
  will	
  be	
  included	
  in	
  the	
  Department’s	
  notification	
  to	
  loan	
  holders	
  
to	
  apply	
  the	
  indefinite-­‐length	
  period	
  of	
  suspension.	
  	
  Loan	
  holder(s)	
  must	
  apply	
  the	
  second	
  
period	
  of	
  suspension,	
  as	
  of	
  that	
  date,	
  immediately	
  upon	
  receipt	
  of	
  the	
  Department’s	
  
notification.	
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Q12.	
   Must	
  the	
  two	
  suspension	
  periods	
  be	
  uninterrupted	
  (i.e.	
  continuous)?	
  
A12.	
   No.	
  	
  Upon	
  receipt	
  of	
  the	
  discharge	
  application,	
  the	
  loan	
  holder(s)	
  will	
  be	
  instructed	
  to	
  “suspend	
  


collection	
  activity	
  or	
  maintain	
  the	
  suspension	
  of	
  collection	
  activity…”.	
  	
  In	
  other	
  words,	
  the	
  initial	
  
suspension	
  may	
  last	
  no	
  more	
  than	
  120	
  days.	
  	
  If	
  no	
  discharge	
  application	
  is	
  received	
  by	
  the	
  
Department	
  within	
  that	
  time,	
  the	
  period	
  of	
  suspension	
  ends.	
  	
  If	
  a	
  discharge	
  application	
  is	
  
received	
  by	
  the	
  Department	
  after	
  the	
  120th	
  day,	
  a	
  new	
  suspension	
  period	
  must	
  be	
  applied.	
  


	
  
Q13.	
   How	
  long	
  may	
  the	
  second	
  period	
  of	
  suspension	
  last	
  while	
  the	
  Department	
  reviews	
  the	
  discharge	
  


application?	
  
A13.	
   This	
  period	
  of	
  suspension	
  must	
  last	
  until	
  the	
  loan	
  holder	
  is	
  notified	
  of	
  the	
  Department’s	
  decision	
  


regarding	
  the	
  discharge	
  request.	
  
	
  
Q14.	
   May	
  interest	
  accrued	
  during	
  the	
  period(s)	
  of	
  suspension	
  be	
  capitalized?	
  
A14.	
   Yes.	
  However,	
  only	
  if	
  the	
  borrower	
  fails	
  to	
  submit	
  a	
  discharge	
  application	
  to	
  the	
  Department	
  


within	
  120	
  days,	
  or	
  if	
  the	
  Department	
  does	
  not	
  approve	
  the	
  discharge	
  request.	
  	
  In	
  either	
  
situation	
  the	
  loan	
  holder	
  is	
  deemed	
  to	
  have	
  exercised	
  forbearance	
  and	
  may	
  capitalize,	
  in	
  
accordance	
  with	
  682.202(b),	
  any	
  interest	
  accrued	
  and	
  not	
  paid	
  during	
  that	
  period,	
  except	
  if	
  the	
  
loan	
  holder	
  is	
  a	
  guaranty	
  agency	
  it	
  may	
  not	
  capitalize	
  accrued	
  interest.	
  	
  If	
  the	
  discharge	
  
application	
  is	
  approved,	
  sections	
  682.402(c)(8)(i)(A)	
  and	
  682.402(c)(9)(xii)(A)	
  instruct	
  the	
  loan	
  
holder	
  to	
  file	
  claim	
  with	
  the	
  guarantor.	
  	
  Neither	
  section	
  states	
  that	
  the	
  loan	
  holder	
  is	
  “deemed	
  
to	
  have	
  exercised	
  forbearance”,	
  and	
  therefore	
  capitalization	
  is	
  not	
  permitted.	
  


	
   	
  
Q15.	
   In	
  the	
  case	
  of	
  a	
  lender-­‐held	
  loan,	
  will	
  the	
  guarantor	
  also	
  be	
  notified	
  by	
  the	
  Department	
  of	
  the	
  


suspension	
  of	
  collection	
  activity?	
  
A15.	
   No.	
  	
  In	
  the	
  case	
  of	
  a	
  lender-­‐held	
  loan,	
  the	
  Department	
  does	
  not	
  notify	
  the	
  guarantor	
  of	
  any	
  


suspension	
  of	
  collection	
  activity.	
  	
  However,	
  per	
  682.402(c)(2)(vi),	
  upon	
  notification	
  to	
  the	
  lender	
  
of	
  the	
  Department’s	
  receipt	
  of	
  a	
  disability	
  discharge	
  application	
  (the	
  second	
  period	
  of	
  
suspension),	
  the	
  lender	
  is	
  required	
  to	
  notify	
  the	
  applicable	
  guarantor(s).	
  


	
  
Q16.	
   How	
  should	
  this	
  notification	
  process	
  between	
  lender	
  and	
  guarantor	
  be	
  facilitated?	
  
A16.	
   Lenders	
  must	
  notify	
  the	
  applicable	
  guarantor(s)	
  of	
  any	
  borrower	
  for	
  whom	
  the	
  lender	
  has	
  


received	
  a	
  status	
  from	
  the	
  Department	
  of	
  “INDEFSUSP”	
  [Indefinite	
  suspension	
  period	
  
(materially	
  complete	
  application	
  received)].	
  	
  The	
  Department’s	
  notification	
  file	
  layout	
  
includes	
  the	
  three-­‐digit	
  guarantor	
  identification	
  number.	
  	
  The	
  data	
  can	
  be	
  formatted	
  in	
  
spreadsheets	
  to	
  be	
  sorted	
  and	
  split	
  by	
  guarantor	
  id	
  and	
  status	
  so	
  that	
  each	
  guarantor	
  will	
  
receive	
  only	
  the	
  indefinite	
  suspension	
  period	
  notifications	
  for	
  borrowers	
  with	
  loans	
  that	
  were	
  
guaranteed	
  by	
  that	
  guarantor.	
  	
  Lenders	
  must	
  provide	
  these	
  notices	
  to	
  the	
  guarantor	
  no	
  less	
  
frequently	
  than	
  monthly,	
  but	
  may	
  set	
  their	
  own	
  frequency	
  within	
  that	
  constraint	
  (e.g.	
  daily,	
  
weekly,	
  monthly).	
  


	
  
Q17.	
   Will	
  this	
  lender	
  notification	
  to	
  the	
  guarantor	
  suffice	
  for	
  cancellation	
  of	
  a	
  DAAR	
  and/or	
  recall	
  of	
  a	
  


pending	
  claim?	
  
A17.	
   No.	
  	
  Either	
  of	
  these	
  actions	
  must	
  be	
  performed	
  using	
  current	
  reporting	
  procedures,	
  in	
  order	
  to	
  


ensure	
  timely	
  and	
  accurate	
  processing	
  by	
  guarantors.	
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Q18.	
   If	
  a	
  loan	
  holder	
  has	
  submitted	
  a	
  DAAR	
  to	
  the	
  guarantor	
  prior	
  to	
  the	
  loan	
  holder’s	
  receipt	
  of	
  the	
  


Department’s	
  notification	
  to	
  apply	
  either	
  the	
  120-­‐day	
  period	
  of	
  suspension	
  or	
  the	
  indefinite	
  
length	
  suspension,	
  must	
  the	
  DAAR	
  be	
  canceled?	
  


A18.	
   Yes.	
  	
  Cancellation	
  of	
  the	
  DAAR	
  will	
  ensure	
  a	
  complete	
  suspension	
  of	
  collection	
  activity.	
  
	
  
	
  
Q19.	
   How	
  should	
  the	
  DAAR	
  cancellation	
  be	
  reported?	
  
A19.	
   Loan	
  holders	
  should	
  follow	
  existing	
  procedures	
  to	
  determine	
  the	
  proper	
  DAAR	
  cancellation	
  


reason.	
  
	
  
Q20.	
   If	
  a	
  default	
  claim	
  has	
  been	
  submitted	
  but	
  not	
  yet	
  paid	
  at	
  the	
  time	
  the	
  loan	
  holder	
  receives	
  the	
  


Department’s	
  notification	
  to	
  apply	
  a	
  120-­‐day	
  period	
  of	
  suspension	
  or	
  the	
  indefinite	
  length	
  
suspension,	
  must	
  the	
  claim	
  be	
  recalled?	
  


A20.	
   Yes.	
  	
  In	
  order	
  to	
  facilitate	
  a	
  complete	
  suspension	
  of	
  collection	
  activity	
  and	
  prevent	
  any	
  increase	
  
in	
  delinquency	
  level,	
  a	
  pending	
  default	
  claim	
  must	
  be	
  recalled.	
  	
  If	
  the	
  120-­‐day	
  suspension	
  period	
  
ends	
  without	
  further	
  notification	
  from	
  the	
  Department,	
  or	
  the	
  indefinite	
  length	
  suspension	
  ends	
  
with	
  the	
  Department’s	
  rejection	
  of	
  the	
  discharge	
  application,	
  the	
  claim	
  should	
  be	
  resubmitted	
  
to	
  the	
  guarantor	
  if	
  the	
  loan	
  holder	
  is	
  unable	
  to	
  otherwise	
  avert	
  the	
  default	
  of	
  the	
  loan.	
  	
  The	
  
lender	
  must	
  report	
  the	
  suspension	
  period	
  as	
  a	
  period	
  of	
  administrative	
  forbearance	
  on	
  the	
  
Claim	
  Form,	
  in	
  order	
  that	
  no	
  timely	
  filing	
  violation	
  is	
  assessed	
  by	
  the	
  guarantor.	
  


	
  
Q21.	
   If	
  a	
  guarantor	
  has	
  certified	
  a	
  borrower	
  for	
  the	
  Treasury	
  Offset	
  Program	
  (TOP),	
  must	
  TOP	
  activity	
  


be	
  suspended	
  based	
  on	
  receipt	
  of	
  the	
  Department’s	
  notification	
  to	
  apply	
  a	
  period	
  of	
  suspension	
  
(either	
  120-­‐day	
  or	
  indefinite)?	
  


A21.	
   No.	
  	
  Due	
  to	
  the	
  administrative	
  and	
  timing	
  issues	
  associated	
  with	
  suspending	
  TOP,	
  the	
  
Department	
  does	
  not	
  believe	
  it	
  is	
  in	
  the	
  best	
  interests	
  of	
  tax	
  payers	
  to	
  suspend	
  TOP	
  based	
  solely	
  
on	
  the	
  borrower’s	
  intent	
  to	
  submit	
  a	
  discharge	
  request,	
  or	
  on	
  the	
  mere	
  receipt	
  by	
  the	
  
Department	
  of	
  a	
  discharge	
  request.	
  


	
  
Q22.	
  	
   When	
  the	
  Department	
  directs	
  the	
  guarantor	
  to	
  suspend	
  collection	
  activity	
  for	
  120	
  days,	
  or	
  for	
  


the	
  indefinite	
  period	
  while	
  the	
  Department	
  reviews	
  the	
  discharge	
  application,	
  is	
  the	
  borrower	
  
excused	
  from	
  making	
  payments	
  to	
  rehabilitate	
  their	
  loan?	
  


A22.	
  	
   The	
  borrower	
  is	
  not	
  required	
  to	
  make	
  payments	
  during	
  this	
  period	
  and	
  assuming	
  that	
  the	
  
borrower	
  meets	
  the	
  standard	
  for	
  a	
  discharge	
  there	
  would	
  be	
  no	
  reason	
  to	
  make	
  payments	
  
during	
  that	
  time.	
  	
  If	
  the	
  borrower	
  is	
  unsure	
  if	
  he	
  or	
  she	
  meets	
  the	
  standard	
  for	
  a	
  discharge	
  and	
  
wants	
  to	
  continue	
  the	
  loan	
  rehabilitation	
  process,	
  the	
  borrower	
  must	
  continue	
  to	
  make	
  
payments	
  in	
  accordance	
  with	
  the	
  rehabilitation	
  payment	
  schedule	
  agreed	
  to	
  with	
  ED,	
  the	
  
Perkins	
  lender,	
  or	
  the	
  guarantor.	
  	
  Any	
  borrower	
  who	
  chooses	
  to	
  stop	
  making	
  rehabilitation	
  
payments	
  during	
  the	
  TPD	
  suspension	
  period	
  and	
  is	
  denied	
  the	
  discharge,	
  but	
  still	
  wishes	
  
to	
  rehabilitate	
  the	
  defaulted	
  loan,	
  would	
  be	
  required	
  to	
  start	
  the	
  rehabilitation	
  process	
  over	
  
again.	
  


	
   Response	
  confirmed	
  by	
  ED	
  5/6/2013	
  


	
  
Q23.	
   When	
  must	
  a	
  claim	
  be	
  filed	
  by	
  the	
  lender?	
  
A23.	
   A	
  disability	
  claim	
  must	
  be	
  filed	
  with	
  the	
  guarantor	
  within	
  60	
  days	
  of	
  a	
  lender’s	
  receipt	
  of	
  the	
  


Department’s	
  notification	
  that	
  the	
  borrower	
  is	
  totally	
  and	
  permanently	
  disabled.	
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Q24.	
  	
  	
  	
  	
  	
  Are	
  lenders	
  expected	
  to	
  perform	
  a	
  loan	
  level	
  verification	
  of	
  eligibility	
  for	
  discharge	
  (and	
  submit	
  


claims	
  accordingly)	
  upon	
  notification	
  of	
  discharge	
  approval	
  from	
  the	
  Department?	
  
A24.	
  	
  	
  	
  	
  	
  No.	
  	
  Loan	
  holders	
  do	
  not	
  need	
  to	
  perform	
  any	
  loan	
  level	
  review	
  for	
  eligibility,	
  as	
  this	
  is	
  part	
  of	
  


the	
  Department’s	
  NSLDS	
  review	
  prior	
  to	
  approving	
  the	
  discharge.	
  	
  Claims	
  for	
  all	
  loans	
  held	
  by	
  
the	
  lender	
  for	
  discharged	
  borrowers	
  should	
  be	
  submitted	
  to	
  the	
  appropriate	
  guarantor(s)	
  per	
  
Department	
  instruction.	
  	
  


	
  
Q25.	
   What	
  action	
  should	
  be	
  taken	
  by	
  a	
  lender	
  if	
  they	
  receive	
  notification	
  of	
  discharge	
  approval	
  but	
  


the	
  lender	
  identifies	
  loans	
  on	
  their	
  system,	
  for	
  the	
  same	
  borrower,	
  with	
  a	
  guarantor	
  for	
  which	
  
an	
  approval	
  notice	
  was	
  not	
  provided?	
  	
  


A25.	
   The	
  lender	
  should	
  contact	
  the	
  Department	
  to	
  ensure	
  that	
  all	
  of	
  a	
  borrower’s	
  loans	
  are	
  being	
  
processed	
  correctly,	
  and	
  secure	
  a	
  proper	
  approval	
  notice	
  for	
  the	
  omitted	
  guarantor.	
  	
  A	
  
guarantor	
  will	
  not	
  issue	
  claim	
  payment	
  without	
  a	
  documented	
  approval	
  notice	
  bearing	
  that	
  
guarantor’s	
  id	
  number	
  (see	
  Q&A	
  #26).	
  


	
  
Q26.	
   Must	
  the	
  lender	
  provide	
  the	
  Department’s	
  notification	
  of	
  approval	
  for	
  discharge	
  when	
  


submitting	
  a	
  claim	
  to	
  the	
  guarantor?	
  
A26.	
   Yes.	
  	
  Also,	
  during	
  the	
  claim	
  review	
  process,	
  guarantors	
  should	
  verify	
  that	
  the	
  notice	
  of	
  approval	
  


includes	
  their	
  guarantor	
  id,	
  to	
  ensure	
  receipt	
  of	
  a	
  valid,	
  properly	
  authorized	
  disability	
  claim.	
  
	
  
Q27.	
   If	
  the	
  Secretary	
  notifies	
  the	
  lender	
  that	
  the	
  application	
  for	
  a	
  disability	
  discharge	
  has	
  been	
  


approved	
  and	
  directs	
  the	
  lender	
  to	
  submit	
  a	
  disability	
  claim	
  to	
  the	
  guaranty	
  agency,	
  what	
  action	
  
should	
  a	
  lender	
  take	
  if	
  the	
  lender	
  is	
  aware	
  of,	
  or	
  is	
  notified	
  by	
  the	
  guarantor	
  of,	
  violations	
  on	
  the	
  
loan,	
  such	
  that	
  the	
  loan	
  has	
  lost	
  its	
  guarantee?	
  


A27.	
  	
   If	
  the	
  violation	
  was	
  not	
  cured	
  before	
  the	
  date	
  the	
  lender	
  received	
  notification	
  from	
  the	
  
Secretary	
  that	
  the	
  disability	
  discharge	
  has	
  been	
  approved,	
  the	
  lender	
  must	
  discharge	
  the	
  loan	
  in	
  
accordance	
  with	
  the	
  terms	
  of	
  the	
  promissory	
  note	
  even	
  though	
  the	
  balance	
  will	
  not	
  be	
  
reimbursed	
  by	
  the	
  guarantor.	
  The	
  loan’s	
  guarantee	
  is	
  permanently	
  revoked	
  with	
  no	
  opportunity	
  
for	
  cure,	
  unless	
  the	
  borrower’s	
  loan	
  is	
  reinstated	
  during	
  the	
  3-­‐year	
  monitoring	
  period.	
  The	
  
lender	
  must	
  return	
  any	
  payments	
  received	
  by	
  the	
  lender	
  after	
  either	
  the	
  date	
  the	
  physician	
  
certified	
  the	
  borrower’s	
  discharge	
  application	
  or	
  the	
  date	
  the	
  Department	
  received	
  SSA	
  
notification	
  of	
  award	
  for	
  SSI	
  or	
  SSDI,	
  or	
  received	
  on	
  or	
  after	
  the	
  effective	
  date	
  of	
  determination	
  
by	
  the	
  VA,	
  to	
  the	
  person	
  who	
  made	
  the	
  payments.	
  	
  In	
  addition,	
  the	
  lender	
  must	
  notify	
  the	
  
Secretary,	
  and	
  the	
  guarantor	
  if	
  claim	
  not	
  yet	
  submitted,	
  that	
  the	
  borrower’s	
  loan	
  has	
  lost	
  the	
  
guarantee	
  and	
  the	
  loan	
  will	
  not	
  be	
  claim	
  paid	
  or	
  assigned	
  for	
  monitoring.	
  	
  


	
   Response	
  confirmed	
  by	
  ED	
  3/7/2013	
  
	
  
Q28.	
   When	
  must	
  a	
  guarantor	
  pay	
  the	
  disability	
  claim?	
  
A28.	
   If	
  the	
  claim	
  satisfies	
  the	
  requirements	
  of	
  682.402(g)(1)	
  and	
  682.406,	
  the	
  guarantor	
  must	
  pay	
  the	
  


lender’s	
  claim	
  within	
  45	
  days	
  of	
  receipt.	
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Q29.	
   Who	
  is	
  responsible	
  for	
  processing	
  any	
  applicable	
  borrower	
  payment	
  refunds?	
  
A29.	
   Under	
  TPD	
  regulations	
  effective	
  7/1/2013	
  the	
  loan	
  holder	
  is	
  responsible	
  for	
  processing	
  borrower	
  


payment	
  refunds.	
  	
  	
  
	
  
	
   If	
  the	
  loan	
  holder	
  is	
  a	
  lender,	
  after	
  receiving	
  claim	
  payment	
  from	
  the	
  guarantor,	
  the	
  lender	
  must	
  


return	
  to	
  the	
  sender	
  any	
  applicable	
  payment(s).	
  	
  	
  Also,	
  the	
  lender	
  must	
  refund	
  any	
  payments	
  
received	
  after	
  claim	
  payment	
  from	
  or	
  on	
  behalf	
  of	
  the	
  borrower.	
  


	
  
	
   If	
  the	
  loan	
  holder	
  is	
  a	
  guarantor,	
  the	
  guarantor	
  must	
  return	
  to	
  the	
  sender	
  any	
  applicable	
  


payment(s).	
  	
  	
  
	
  
	
  
	
  
Q30.	
   Define	
  “applicable	
  payment(s)”.	
  
A30.	
   Under	
  TPD	
  regulations	
  effective	
  7/1/2013,	
  the	
  Department	
  of	
  Education	
  will	
  provide	
  the	
  loan	
  


holder	
  with	
  the	
  date	
  of	
  disability	
  and	
  the	
  type	
  of	
  disability	
  upon	
  notification	
  that	
  the	
  application	
  
for	
  a	
  disability	
  discharge	
  has	
  been	
  approved.	
  	
  Based	
  on	
  this	
  information,	
  the	
  loan	
  holder	
  must	
  
determine	
  any	
  “applicable”	
  borrower	
  payment	
  refund	
  as	
  follows:	
  	
  	
  	
  


	
   	
  
	
   For	
  a	
  loan	
  approved	
  for	
  discharge	
  based	
  on	
  a	
  physician’s	
  certification	
  of	
  a	
  borrower’s	
  discharge	
  


application,	
  or	
  based	
  on	
  an	
  SSA	
  notice	
  of	
  award	
  for	
  SSDI	
  or	
  SSI	
  benefits,	
  the	
  loan	
  holder	
  must	
  
refund	
  to	
  the	
  sender	
  any	
  payment(s)	
  received	
  after	
  the	
  date	
  of	
  disability.	
  	
  For	
  a	
  standard	
  
discharge,	
  this	
  date	
  is	
  defined	
  as	
  the	
  physician’s	
  certification	
  date,	
  or	
  the	
  date	
  the	
  Department	
  
received	
  the	
  SSA	
  notice	
  of	
  award.	
  


	
  
	
   For	
  a	
  loan	
  approved	
  for	
  discharge	
  based	
  on	
  a	
  Department	
  of	
  Veterans	
  Affairs	
  (VA)	
  


determination	
  of	
  unemployability,	
  the	
  loan	
  holder	
  must	
  refund	
  to	
  the	
  sender	
  any	
  payment(s)	
  
received	
  on	
  or	
  after	
  the	
  effective	
  date	
  of	
  determination	
  by	
  the	
  VA,	
  which	
  is	
  the	
  date	
  of	
  disability	
  
defined	
  for	
  VA	
  discharge.	
  


	
  
Q31.	
   How	
  does	
  the	
  lender’s	
  post-­‐claim	
  refund	
  of	
  borrower	
  payments,	
  under	
  the	
  regulations	
  effective	
  


7/1/2013,	
  impact	
  the	
  lender’s	
  claim	
  amount?	
  
A31.	
  	
   The	
  amount	
  of	
  principal	
  and	
  interest	
  claimed	
  must	
  reflect	
  the	
  outstanding	
  balance	
  of	
  the	
  loan	
  as	
  


if	
  the	
  payments	
  to	
  be	
  refunded	
  had	
  never	
  been	
  posted.	
  	
  	
  
	
  
	
   For	
  a	
  loan	
  approved	
  for	
  discharge	
  based	
  on	
  a	
  physician’s	
  certification	
  of	
  a	
  borrower’s	
  discharge	
  


application,	
  or	
  based	
  on	
  a	
  Social	
  Security	
  Administration	
  (SSA)	
  notice	
  of	
  award	
  for	
  SSDI	
  or	
  SSI	
  
benefits,	
  the	
  “Interest-­‐Paid-­‐Through	
  Date”	
  field	
  (Section	
  VII,	
  field	
  50)	
  must	
  reflect	
  the	
  date	
  
through	
  which	
  interest	
  was	
  last	
  satisfied	
  on	
  or	
  prior	
  to	
  the	
  physician’s	
  certification	
  date,	
  or	
  the	
  
Department’s	
  receipt	
  of	
  the	
  SSA	
  notice.	
  


	
  
	
   For	
  a	
  loan	
  approved	
  for	
  discharge	
  based	
  on	
  a	
  Department	
  of	
  Veterans	
  Affairs	
  determination	
  of	
  


unemployability,	
  the	
  “Interest-­‐Paid-­‐Through	
  Date”	
  field	
  (Section	
  VII,	
  field	
  50)	
  must	
  reflect	
  the	
  
date	
  through	
  which	
  interest	
  was	
  last	
  satisfied	
  prior	
  to	
  the	
  effective	
  date	
  of	
  determination	
  by	
  the	
  
VA.	
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   These	
  adjustments	
  will	
  facilitate	
  accurate	
  claim	
  payment	
  as	
  well	
  as	
  a	
  lender’s	
  refund	
  of	
  
payments	
  to	
  the	
  sender	
  after	
  claim	
  payment,	
  with	
  no	
  need	
  to	
  submit	
  a	
  supplemental	
  claim	
  to	
  
the	
  guarantor.	
  	
  


	
  
Q32.	
   Should	
  the	
  “$DI	
  Refund”	
  field	
  on	
  the	
  Claim	
  Form	
  (Section	
  VI,	
  field	
  37b)	
  be	
  populated	
  for	
  


disability	
  claims	
  that	
  fall	
  under	
  the	
  regulations	
  effective	
  7/1/2013?	
  
A32.	
   No.	
  	
  	
  
	
  
Q33.	
   When	
  must	
  a	
  loan	
  be	
  assigned	
  by	
  the	
  guarantor	
  to	
  the	
  Department?	
  
A33.	
   The	
  guarantor	
  must	
  assign	
  a	
  claim-­‐paid	
  loan	
  to	
  the	
  Department	
  within	
  45	
  days	
  of	
  the	
  date	
  the	
  


guarantor	
  receives	
  the	
  reimbursement	
  payment	
  (reinsurance)	
  from	
  the	
  Department.	
  	
  A	
  
guarantor-­‐held	
  loan	
  must	
  be	
  assigned	
  within	
  45	
  days	
  of	
  receipt	
  of	
  the	
  Department’s	
  notice	
  of	
  
discharge	
  approval.	
  	
  	
  


	
  
Q34.	
   If	
  a	
  borrower’s	
  obligation	
  to	
  repay	
  a	
  loan	
  is	
  reinstated	
  during	
  the	
  post-­‐discharge	
  monitoring	
  period,	
  


is	
  the	
  borrower	
  responsible	
  for	
  interest	
  accrued	
  between	
  the	
  date	
  of	
  discharge	
  and	
  reinstatement?	
  
A34.	
   No.	
  	
  	
  
	
  
Q35.	
   May	
  a	
  borrower	
  who	
  is	
  in	
  a	
  three	
  year	
  post-­‐discharge	
  monitoring	
  period	
  due	
  to	
  total	
  and	
  permanent	
  


disability	
  receive	
  a	
  new	
  Title	
  IV	
  loan	
  or	
  TEACH	
  grant?	
  
A35.	
   Yes.	
  	
  However,	
  the	
  borrower	
  must	
  sign	
  a	
  statement	
  acknowledging	
  that	
  collection	
  activity	
  will	
  


resume	
  on	
  any	
  loan(s)	
  that	
  is	
  in	
  a	
  post-­‐discharge	
  monitoring	
  period,	
  and	
  a	
  TEACH	
  grant	
  recipient	
  
must	
  acknowledge	
  that	
  he	
  or	
  she	
  is	
  once	
  again	
  subject	
  to	
  the	
  service	
  obligation	
  terms	
  of	
  the	
  
TEACH	
  grant.	
  


	
  
	
   Additionally,	
  the	
  borrower	
  must	
  obtain	
  a	
  physician’s	
  statement	
  certifying	
  that	
  the	
  borrower	
  may	
  


now	
  engage	
  in	
  “substantial	
  gainful	
  activity”,	
  and	
  must	
  sign	
  a	
  statement	
  acknowledging	
  that	
  any	
  
new	
  loan	
  the	
  borrower	
  receives	
  may	
  not	
  be	
  discharged	
  due	
  to	
  the	
  same,	
  or	
  any,	
  disability	
  
existing	
  at	
  the	
  time	
  the	
  new	
  loan	
  is	
  made,	
  unless	
  the	
  disabling	
  condition	
  substantially	
  
deteriorates	
  to	
  the	
  extent	
  that	
  the	
  definition	
  of	
  total	
  and	
  permanent	
  disability	
  is	
  met.	
  


	
  
Q36.	
   May	
  a	
  borrower	
  who	
  has	
  received	
  a	
  final	
  discharge	
  (i.e.	
  after	
  the	
  conclusion	
  of	
  the	
  post-­‐


discharge	
  monitoring	
  period)	
  based	
  on	
  a	
  determination	
  of	
  total	
  and	
  permanent	
  disability	
  receive	
  
a	
  new	
  Title	
  IV	
  loan	
  or	
  TEACH	
  grant?	
  


A36.	
   Yes.	
  	
  However,	
  the	
  borrower	
  must	
  obtain	
  a	
  physician’s	
  statement	
  certifying	
  that	
  the	
  borrower	
  
may	
  now	
  engage	
  in	
  “substantial	
  gainful	
  activity”,	
  and	
  must	
  sign	
  a	
  statement	
  acknowledging	
  that	
  	
  
any	
  new	
  loan	
  the	
  borrower	
  receives	
  may	
  not	
  be	
  discharged	
  due	
  to	
  the	
  same,	
  or	
  any,	
  disability	
  
existing	
  at	
  the	
  time	
  the	
  new	
  loan	
  is	
  made,	
  unless	
  the	
  disabling	
  condition	
  substantially	
  
deteriorates	
  to	
  the	
  extent	
  that	
  the	
  definition	
  of	
  total	
  and	
  permanent	
  disability	
  is	
  met.	
  


	
  
Q37.	
   In	
  the	
  case	
  of	
  a	
  partial	
  discharge	
  due	
  to	
  the	
  disability	
  of	
  one	
  of	
  two	
  co-­‐borrowers,	
  should	
  a	
  


servicer	
  automatically	
  adjust	
  (lower)	
  the	
  payment	
  amount	
  based	
  on	
  the	
  non-­‐disabled	
  
borrower’s	
  portion	
  of	
  the	
  loan?	
  


A37.	
   No,	
  not	
  during	
  the	
  three	
  year	
  post-­‐discharge	
  monitoring	
  period.	
  	
  The	
  monitoring	
  period	
  does	
  
not	
  extend	
  the	
  borrowers’	
  remaining	
  repayment	
  term,	
  so	
  if	
  the	
  payment	
  is	
  reduced	
  and	
  the	
  
partial	
  discharge	
  amount	
  later	
  reinstated,	
  the	
  resulting	
  balance	
  increase	
  could	
  necessitate	
  a	
  
significantly	
  higher	
  payment	
  amount	
  than	
  what	
  the	
  borrowers	
  had	
  before	
  and	
  even	
  put	
  the	
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lender	
  in	
  jeopardy	
  of	
  violating	
  the	
  “three-­‐times”	
  rule.	
  	
  However,	
  if	
  the	
  borrower	
  requests	
  it	
  and	
  
has	
  been	
  adequately	
  counseled	
  regarding	
  the	
  potential	
  implications,	
  payments	
  may	
  be	
  reduced.	
  


	
  
Q38.	
  	
   Due	
  to	
  multiple	
  regulatory	
  changes,	
  there	
  appear	
  to	
  be	
  three	
  different	
  processes	
  regarding	
  


collection	
  activities	
  relative	
  to	
  partial	
  discharge	
  due	
  to	
  the	
  total	
  and	
  permanent	
  disability	
  of	
  one	
  
of	
  two	
  co-­‐makers.	
  	
  What	
  are	
  the	
  requirements	
  concerning	
  permitted	
  collection	
  activity	
  during	
  
the	
  pre	
  7/01/2010,	
  post	
  7/01/2010,	
  and	
  post	
  7/01/2013	
  periods?	
  


A38.	
  	
   Pre	
  7/01/2010.	
  The	
  loan	
  holder	
  must	
  protect	
  the	
  status	
  of	
  the	
  loan	
  during	
  the	
  three-­‐year	
  
“conditional	
  discharge”	
  period	
  so	
  that	
  the	
  status	
  does	
  not	
  deteriorate.	
  	
  The	
  loan	
  holder	
  may	
  
apply	
  an	
  administrative	
  forbearance	
  to	
  ensure	
  the	
  spousal	
  Consolidation	
  loan/co-­‐made	
  PLUS	
  
loan	
  does	
  not	
  become	
  delinquent,	
  or	
  that	
  an	
  existing	
  delinquency	
  does	
  not	
  increase,	
  during	
  the	
  
conditional	
  period.	
  The	
  administrative	
  period	
  may	
  begin	
  no	
  earlier	
  than	
  the	
  date	
  the	
  loan	
  holder	
  
receives	
  the	
  discharge	
  application	
  or	
  the	
  notification	
  from	
  the	
  guarantor	
  that	
  one	
  borrower	
  is	
  
permanently	
  and	
  totally	
  disabled.	
  The	
  administrative	
  forbearance	
  may	
  end	
  no	
  later	
  than	
  the	
  
date	
  the	
  loan	
  holder	
  receives	
  notification	
  of	
  the	
  final	
  discharge	
  determination.	
  	
  See	
  Conditional	
  
Disability	
  Discharge:	
  Joint	
  Consolidation,	
  PLUS	
  Co-­‐Borrowers,	
  and	
  Disabled	
  Endorsers	
  (November	
  
2006).	
  


	
  
As	
  of	
  7/01/2010	
  through	
  6/30/2013.	
  The	
  loan	
  holder	
  must	
  protect	
  the	
  status	
  of	
  the	
  loan	
  during	
  
the	
  processing	
  period	
  so	
  that	
  the	
  status	
  does	
  not	
  deteriorate.	
  	
  The	
  loan	
  holder	
  may	
  apply	
  an	
  
administrative	
  forbearance	
  to	
  ensure	
  the	
  Consolidation	
  loan	
  does	
  not	
  become	
  delinquent,	
  or	
  
that	
  an	
  existing	
  delinquency	
  does	
  not	
  increase,	
  during	
  the	
  Department’s	
  period	
  of	
  review.	
  	
  The	
  
administrative	
  forbearance	
  may	
  begin	
  no	
  earlier	
  than	
  the	
  date	
  the	
  loan	
  holder	
  receives	
  the	
  
discharge	
  application	
  or	
  the	
  notification	
  from	
  the	
  guarantor	
  that	
  one	
  borrower	
  is	
  permanently	
  
and	
  totally	
  disabled.	
  The	
  administrative	
  forbearance	
  may	
  end	
  no	
  later	
  than	
  the	
  date	
  the	
  loan	
  
holder	
  receives	
  notification	
  of	
  the	
  Department’s	
  discharge	
  decision.	
  	
  See	
  Appendix	
  VI-­‐Joint	
  
Consolidation	
  Total	
  and	
  Permanent	
  Disability	
  (TPD)	
  Discharge	
  Referral	
  Attachment	
  to	
  September	
  
2010	
  Electronic	
  Announcement,	
  October	
  1,	
  2010.	
  


	
  
Post	
  7/1/2013.	
  The	
  loan	
  holder	
  must	
  protect	
  the	
  status	
  of	
  the	
  loan	
  during	
  the	
  120-­‐day	
  
suspension	
  period,	
  and	
  during	
  the	
  Department’s	
  period	
  of	
  review,	
  so	
  that	
  the	
  delinquency,	
  if	
  
any,	
  does	
  not	
  deteriorate.	
  	
  The	
  loan	
  holder	
  may	
  apply	
  an	
  administrative	
  forbearance	
  to	
  ensure	
  
the	
  Consolidation	
  loan	
  does	
  not	
  become	
  delinquent	
  or	
  that	
  an	
  existing	
  delinquency	
  does	
  not	
  
increase	
  during	
  the	
  120-­‐day	
  suspension	
  period,	
  and	
  during	
  the	
  Department’s	
  period	
  of	
  review.	
  	
  


	
  
The	
  administrative	
  forbearance	
  for	
  the	
  120-­‐day	
  suspension	
  may	
  begin	
  no	
  earlier	
  than	
  the	
  date	
  
the	
  borrower	
  notifies	
  the	
  Department	
  of	
  their	
  intent	
  to	
  apply	
  for	
  discharge.	
  The	
  administrative	
  
forbearance	
  may	
  not	
  exceed	
  120	
  days.	
  	
  The	
  administrative	
  forbearance	
  during	
  the	
  Department’s	
  
review	
  of	
  the	
  TPD	
  application	
  may	
  begin	
  no	
  earlier	
  than	
  the	
  date	
  the	
  loan	
  holder	
  receives	
  
notification	
  from	
  the	
  Department	
  to	
  suspend	
  or	
  maintain	
  the	
  suspension	
  of	
  collection	
  activity	
  
based	
  on	
  receipt	
  of	
  the	
  TPD	
  application.	
  The	
  administrative	
  forbearance	
  may	
  end	
  no	
  later	
  than	
  
the	
  date	
  the	
  loan	
  holder	
  receives	
  notification	
  of	
  the	
  Department’s	
  discharge	
  decision.	
  
Response	
  confirmed	
  by	
  ED	
  3/7/2013	
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