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borrower’s total financial cir-
cumstances, as agreed to by the bor-
rower and the agency. Voluntary pay-
ments are those made directly by the
borrower and do not include payments
obtained by Federal offset, garnish-
ment, income or asset execution, or
after a judgment has been entered on a
loan. A guaranty agency must attempt
to secure a lender to purchase the loan
at the end of the 9- or 10-month pay-
ment period as applicable.

(3) Upon the sale of a rehabilitated
loan to an eligible lender—

(i) The guaranty agency must, within
45 days of the sale—

(A) Provide notice to the prior holder
of such sale, and

(B) Request that any consumer re-
porting agency to which the default
was reported remove the record of de-
fault from the borrower’s credit his-
tory.

(ii) The prior holder of the loan must,
within 30 days of receiving the notifica-
tion from the guaranty agency, request
that any consumer reporting agency to
which the default claim payment or
other equivalent record was reported
remove such record from the bor-
rower’s credit history.

(4) An eligible lender purchasing a re-
habilitated loan must establish a re-
payment schedule that meets the same
requirements that are applicable to
other FFEL Program loans of the same
loan type as the rehabilitated loan and
must permit the borrower to choose
any statutorily available repayment
plan for that loan type. The lender
must treat the first payment made
under the nine payments as the first
payment under the applicable max-
imum repayment term, as defined
under §682.209(a) or (h). For Consolida-
tion loans, the maximum repayment
term is based on the balance out-
standing at the time of loan rehabilita-
tion.

(c) A guaranty agency must make
available financial and economic edu-
cation materials, including debt man-
agement information, to any borrower
who has rehabilitated a defaulted loan
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in accordance with paragraph (a)(2) of
this section.
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§682.406 Conditions for claim pay-
ments from the Federal Fund and
for reinsurance coverage.

(a) A guaranty agency may make a
claim payment from the Federal Fund
and receive a reinsurance payment on a
loan only if—

(1) The lender exercised due diligence
in making, disbursing, and servicing
the loan as prescribed by the rules of
the agency;

(2) With respect to the reinsurance
payment on the portion of a loan rep-
resented by a single disbursement of
loan proceeds—

(i) The check for the disbursement
was cashed within 120 days after dis-
bursement; or

(ii) The proceeds of the disbursement
made by electronic funds transfer or
master check in accordance with
§682.207(b)(1)(ii) (B) and (C) have been
released from the restricted account
maintained by the school within 120
days after disbursement;

(3) The lender provided an accurate
collection history and an accurate pay-
ment history to the guaranty agency
with the default claim filed on the loan
showing that the lender exercised due
diligence in collecting the loan
through collection efforts meeting the
requirements of §682.411, including col-
lection efforts against each endorser;

(4) The loan was in default before the
agency paid a default claim filed there-
on;

(56) The lender filed a default claim
thereon with the guaranty agency
within 90 days of default;

(6) The lender resubmitted a properly
documented default claim to the guar-
anty agency not later than 60 days
from the date the agency had returned
that claim due solely to inadequate
documentation, except that interest
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accruing beyond the 30th day after the
date the guaranty agency returned the
claim is not reinsured unless the lender
files a claim for loss on the loan with
the guarantor together with all re-
quired documentation, prior to the 30th
day;

(7) The lender satisfied all conditions
of guarantee coverage set by the agen-
cy, unless the agency reinstated guar-
antee coverage on the loan following
the lender’s failure to satisfy such a
condition pursuant to written policies
and procedures established by the
agency;

(8) The agency paid or returned to
the lender for additional documenta-
tion a default claim thereon filed by
the lender within 90 days of the date
the lender filed the claim or, if applica-
ble, the additional documentation, ex-
cept that interest accruing beyond the
60th day after the date the lender origi-
nally filed the claim is not reinsured;

(9) The agency submitted a request
for the payment on a form required by
the Secretary no later than 30 days fol-
lowing payment of a default claim to
the lender;

(10) The loan was legally enforceable
by the lender when the agency paid a
claim on the loan to the lender;

(11) The agency exercised due dili-
gence in collection of the loan in ac-
cordance with §682.410(b)(6);

(12) The agency and lender, if applica-
ble, complied with all other Federal re-
quirements with respect to the loan in-
cluding—

(i) Payment of origination fees;

(ii) For Consolidation loans disbursed
on or after October 1, 1993, and prior to
October 1, 1998, payment on a monthly
basis, of an interest payment rebate fee
calculated on an annual basis and
equal to 1.05 percent of the unpaid prin-
cipal and accrued interest on the loan;

(iii) For Consolidation loans for
which the application was received by
the lender on or after October 1, 1998
and prior to February 1, 1999, payment
on a monthly basis, of an interest pay-
ment rebate fee calculated on an an-
nual basis and equal to 0.62 percent of
the unpaid principal and accrued inter-
est on the loan;

(iv) For Consolidation loans dis-
bursed on or after February 1, 1999,
payment of an interest payment rebate
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fee in accordance with paragraph
(a)(12)(ii) of this section; and

(v) Compliance with all default aver-
sion assistance requirements in
§682.404(a)(2)(ii).

(13) The agency assigns the loan to
the Secretary, if so directed, in accord-
ance with the requirements of §682.409;
and

(14) The guaranty agency certifies to
the Secretary that diligent attempts
have been made by the lender and the
guaranty agency under §682.411(h) to
locate the borrower through the use of
effective skip-tracing techniques, in-
cluding contact with the schools the
student attended.

(b) Notwithstanding paragraph (a) of
this section, the Secretary may waive
his right to refuse to make or require
repayment of a reinsurance payment if,
in the Secretary’s judgment, the best
interests of the United States so re-
quire. The Secretary’s waiver policy
for violations of paragraph (a)3) or
(a)(b) of this section is set forth in ap-
pendix D to this part.

(¢) In evaluating a claim for insur-
ance or reinsurance, the issue of con-
firmation of subsequent loans under an
MPN will not be reviewed and a claim
will not be denied based on the absence
of any evidence relating to confirma-
tion in a particular loan file. However,
if a court rules that a loan is unen-
forceable solely because of the lack of
evidence of a confirmation process or
processes, insurance and reinsurance
benefits must be repaid.

(d) A guaranty agency may not make
a claim payment from the Federal
Fund or receive a reinsurance payment
on a loan if the agency determines or is
notified by the Secretary that the lend-
er offered or provided an improper in-
ducement as described in paragraph
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(5)(i) of the definition of lender in
§682.200(b).
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§682.407 Discharge of student loan in-
debtedness for survivors of victims
of the September 11, 2001, attacks.

(a) Definition of terms. As used in this
section—

(1) Eligible public servant means an in-
dividual who—

(i) Served as a police officer, fire-
fighter, other safety or rescue per-
sonnel, or as a member of the Armed
Forces; and

(ii)(A) Died due to injuries suffered in
the terrorist attacks on September 11,
2001; or

(B) Became permanently and totally
disabled due to injuries suffered in the
terrorist attacks on September 11, 2001.

(2) Eligible victim means an individual
who died due to injuries suffered in the
terrorist attacks on September 11, 2001
or became permanently and totally dis-
abled due to injuries suffered in the
terrorist attacks on September 11, 2001.

(3) Eligible parent means the parent of
an eligible victim if—

(i) The parent owes a FFEL PLUS
Loan incurred on behalf of an eligible
victim; or

(ii) The parent owes a FFEL Consoli-
dation Loan that was used to repay a
FFEL or Direct Loan PLUS Loan in-
curred on behalf of an eligible victim.

(4) Died due to injuries suffered in the
terrorist attacks on September 11, 2001
means the individual was present at
the World Trade Center in New York
City, New York, at the Pentagon in
Virginia, or at the Shanksville, Penn-
sylvania site at the time of or in the
immediate aftermath of the terrorist-
related aircraft crashes on September
11, 2001, and the individual died as a di-
rect result of these crashes.
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(5) Became permanently and totally dis-
abled due to injuries suffered in the ter-
rorist attacks on September 11, 2001
means the individual was present at
the World Trade Center in New York
City, New York, at the Pentagon in
Virginia, or at the Shanksville, Penn-
sylvania site at the time of or in the
immediate aftermath of the terrorist-
related aircraft crashes on September
11, 2001 and the individual became per-
manently and totally disabled as a di-
rect result of these crashes.

(i) An individual is considered perma-
nently and totally disabled if—

(A) The disability is the result of a
physical injury to the individual that
was treated by a medical professional
within 72 hours of the injury having
been sustained or within 72 hours of the
rescue;

(B) The physical injury that caused
the disability is verified by contem-
poraneous medical records created by
or at the direction of the medical pro-
fessional who provided the medical
care; and

(C) The individual is unable to work
and earn money due to the disability
and the disability is expected to con-
tinue indefinitely or result in death.

(ii) If the injuries suffered due to the
terrorist-related aircraft crashes did
not make the individual permanently
and totally disabled at the time of or
in the immediate aftermath of the at-
tacks, the individual may be consid-
ered to be permanently and totally dis-
abled for purposes of this section if the
individual’s medical condition has de-
teriorated to the extent that the indi-
vidual is permanently and totally dis-
abled.

(6) Immediate aftermath means, except
in the case of an eligible public serv-
ant, the period of time from the air-
craft crashes until 12 hours after the
crashes. With respect to eligible public
servants, the immediate aftermath in-
cludes the period of time from the air-
craft crashes until 96 hours after the
crashes.

(T) Present at the World Trade Center in
New York City, New York, at the Pen-
tagon in Virginia, or at the Shanksville,
Pennsylvania site means physically
present at the time of the terrorist-re-
lated aircraft crashes or in the imme-
diate aftermath—
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