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the public fund, if the Secretary deter-
mines that the borrower’s recovery
from the public fund was based on the
same borrower defense to repayment
and for the same loan for which the
discharge was granted under this sec-
tion.

(ii) The provisions of this paragraph
(e)(15) apply notwithstanding any pro-
vision of State law that would other-
wise restrict transfer of those rights by
the borrower, limit or prevent a trans-
feree from exercising those rights, or
establish procedures or a scheme of dis-
tribution that would prejudice the Sec-
retary’s ability to recover on those
rights.

(iii) Nothing in this paragraph (e)(15)
limits or forecloses the borrower’s
right to pursue legal and equitable re-
lief arising under applicable law
against a party described in this para-
graph (e)(15) for recovery of any por-
tion of a claim exceeding that assigned
to the Secretary or any other claims
arising from matters unrelated to the
claim on which the loan is discharged.

(16) Recovery from the school. (i) The
Secretary may initiate an appropriate
proceeding to require the school whose
misrepresentation resulted in the bor-
rower’s successful borrower defense to
repayment under this paragraph (e) to
pay to the Secretary the amount of the
loan to which the defense applies in ac-
cordance with 34 CFR part 668, subpart
G. This paragraph (e)(16) would also be
applicable for provisionally certified
institutions.

(ii) The Secretary will not initiate
such a proceeding more than five years
after the date of the final determina-
tion included in the written decision
referenced in paragraph (e)(11) of this
section. The Department will notify
the school of the borrower defense to
repayment application within 60 days
of the date of the Department’s receipt
of the borrower’s application.

(Approved by the Office of Management and
Budget under control number 1845-0021)

[69 FR 61690, Dec. 1, 1994, as amended at 60
FR 33345, June 28, 1995; 64 FR 58972, Nov. 1,
1999; 78 FR 65832, Nov. 1, 2013; 81 FR 76080,
Nov. 1, 2016; 84 FR 49926, Sept. 23, 2019]

§685.207 Obligation to repay.

(a) Obligation of repayment in general.
(1) A borrower is obligated to repay the
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full amount of a Direct Loan, including
the principal balance, fees, any collec-
tion costs charged under §685.202(e),
and any interest not subsidized by the
Secretary, unless the borrower is re-
lieved of the obligation to repay as pro-
vided in this part.

(2) The borrower’s repayment of a Di-
rect Loan may also be subject to the
deferment provisions in §685.204, the
forbearance provisions in §685.205, the
discharge provisions in §685.212, and
the loan forgiveness provisions in
§§685.217 and 685.219.

(3) A borrower’s first payment on a
Direct Loan is due within 60 days of
the beginning date of the repayment
period as determined in accordance
with paragraph (b), (c), (d), or (e) of
this section.

(b) Direct Subsidized Loan repayment.
(1) During the period in which a bor-
rower is enrolled at an eligible school
on at least a half-time basis, the bor-
rower is in an ‘‘in-school’ period and is
not required to make payments on a
Direct Subsidized Loan unless—

(i) The loan entered repayment be-
fore the in-school period began; and

(ii) The borrower has not been grant-
ed a deferment under §685.204(b).

(2)(i) When a borrower ceases to be
enrolled at an eligible school on at
least a half-time basis, a six-month
grace period begins, unless the grace
period has been previously exhausted.

(ii)(A) Any borrower who is a member
of a reserve component of the Armed
Forces named in section 10101 of title
10, United States Code and is called or
ordered to active duty for a period of
more than 30 days is entitled to have
the active duty period excluded from
the six-month grace period. The ex-
cluded period includes the time nec-
essary for the borrower to resume en-
rollment at the next available regular
enrollment period. Any single excluded
period may not exceed 3 years.

(B) Any borrower who is in a grace
period when called or ordered to active
duty as specified in paragraph
(b)(2)(i1)(A) of this section is entitled to
a full six-month grace period upon
completion of the excluded period.

(iii) During a grace period, the bor-
rower is not required to make any prin-
cipal payments on a Direct Subsidized
Loan.
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(3)(i) A borrower is not obligated to
pay interest on a Direct Subsidized
Loan during periods when the borrower
is enrolled at an eligible school on at
least a half-time basis unless the bor-
rower is required to make payments on
the loan during those periods under
paragraph (b)(1) of this section.

(ii) Except as provided in paragraph
(b)(3)(iii) of this section, a borrower is
not obligated to pay interest on a Di-
rect Subsidized Loan during grace peri-
ods.

(iii) In the case of a Direct Subsidized
Loan for which the first disbursement
is made on or after July 1, 2012 and be-
fore July 1, 2014, a borrower is respon-
sible for the interest that accrues dur-
ing the grace period.

(4) The repayment period for a Direct
Subsidized Loan begins the day after
the grace period ends. A borrower is ob-
ligated to repay the loan under para-
graph (a) of this section during the re-
payment period.

(c) Direct Unsubsidized Loan repay-
ment. (1) During the period in which a
borrower is enrolled at an eligible
school on at least a half-time basis, the
borrower is in an ‘‘in-school’” period
and is not required to make payments
of principal on a Direct Unsubsidized
Loan unless—

(i) The loan entered repayment be-
fore the in-school period began; and

(ii) The borrower has not been grant-
ed a deferment under §685.204.

(2)(i) When a borrower ceases to be
enrolled at an eligible school on at
least a half-time basis, a six-month
grace period begins, unless the grace
period has been previously exhausted.

(ii)(A) Any borrower who is a member
of a reserve component of the Armed
Forces named in section 10101 of title
10, United States Code and is called or
ordered to active duty for a period of
more than 30 days is entitled to have
the active duty period excluded from
the six-month grace period. The ex-
cluded period includes the time nec-
essary for the borrower to resume en-
rollment at the next available regular
enrollment period. Any single excluded
period may not exceed 3 years.

(B) Any borrower who is in a grace
period when called or ordered to active
duty as specified in paragraph
(¢)(2)(ii)(A) of this section is entitled to
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a full six-month grace period upon
completion of the excluded period.

(iii) During a grace period, the bor-
rower is not required to make any prin-
cipal payments on a Direct Unsub-
sidized Loan.

(3) A borrower is responsible for the
interest that accrues on a Direct Un-
subsidized Loan during in-school and
grace periods. Interest begins to accrue
on the day the first installment is dis-
bursed. Interest that accrues may be
capitalized or paid by the borrower.

(4) The repayment period for a Direct
Unsubsidized Loan begins the day after
the grace period ends. A borrower is ob-
ligated to repay the loan under para-
graph (a) of this section during the re-
payment period.

(d) Direct PLUS Loan repayment. The
repayment period for a Direct PLUS
Loan begins on the day the loan is
fully disbursed. Interest begins to ac-
crue on the day the first installment is
disbursed. A borrower is obligated to
repay the loan under paragraph (a) of
this section during the repayment pe-
riod.

(e) Direct Consolidation Loan repay-
ment. (1) Except as provided in para-
graphs (e)(2) and (e)(3) of this section,
the repayment period for a Direct Con-
solidation Loan begins and interest be-
gins to accrue on the day the loan is
made. The borrower is obligated to
repay the loan under paragraph (a) of
this section during the repayment pe-
riod.

(2) In the case of a borrower whose
consolidation application was received
before July 1, 2006, a borrower who ob-
tains a Direct Subsidized Consolidation
Loan during an in-school period will be
subject to the repayment provisions in
paragraph (b) of this section.

(3) In the case of a borrower whose
consolidation application was received
before July 1, 2006, a borrower who ob-
tains a Direct Unsubsidized Consolida-
tion Loan during an in-school period
will be subject to the repayment provi-
sions in paragraph (c¢) of this section.

(f) Determining the date on which the
grace period begins for a borrower in a
correspondence program. For a borrower
of a Direct Subsidized or Direct Unsub-
sidized Loan who is a correspondence
student, the grace period specified in
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paragraphs (b)(2) and (c¢)(2) of this sec-
tion begins on the earliest of—

(1) The day after the borrower com-
pletes the program;

(2) The day after withdrawal as deter-
mined pursuant to 34 CFR 668.22; or

(3) 60 days following the last day for
completing the program as established
by the school.

(Authority: 20 U.S.C. 1087a et seq.)

[69 FR 61690, Dec. 1, 1994, as amended at 64
FR 58968, Nov. 1, 1999; 68 FR 75430, Dec. 31,
2003; 71 FR 45712, Aug. 9, 2006; 78 FR 65832,
Nov. 1, 2013]

§685.208 Repayment plans.

(a) General—(1) Borrowers who entered
repayment before July 1, 2006. (i) A Di-
rect Subsidized Loan, a Direct Unsub-
sidized Loan, a Direct Subsidized Con-
solidation Loan, or a Direct Unsub-
sidized Consolidation Loan may be re-
paid under—

(A) The standard repayment plan in
accordance with paragraph (b) of this
section;

(B) The extended repayment plan in
accordance with paragraph (d) of this
section;

(C) The graduated repayment plan in
accordance with paragraph (f) of this
section;

(D) The income-contingent repay-
ment plans in accordance with para-
graph (k)(2) or (3) of this section; or

(E) The income-based repayment
plan in accordance with paragraph (m)
of this section.

(ii) A Direct PLUS Loan or a Direct
PLUS Consolidation Loan may be re-
paid under—

(A) The standard repayment plan in
accordance with paragraph (b) of this
section;

(B) The extended repayment plan in
accordance with paragraph (d) of this
section; or

(C) The graduated repayment plan in
accordance with paragraph (f) of this
section.

(2) Borrowers entering repayment on or
after July 1, 2006. (i) A Direct Subsidized
Loan, a Direct Unsubsidized Loan, or a
Direct PLUS Loan that was made to a
graduate or professional student bor-
rower may be repaid under—

(A) The standard repayment plan in
accordance with paragraph (b) of this
section;

34 CFR Ch. VI (7-1-22 Edition)

(B) The extended repayment plan in
accordance with paragraph (e) of this
section;

(C) The graduated repayment plan in
accordance with paragraph (g) of this
section;

(D) The income-contingent repay-
ment plans in accordance with para-
graph (k) of this section; or

(E) The income-based repayment
plan in accordance with paragraph (m)
of this section.

(ii) A Direct PLUS Loan that was
made to a parent borrower may be re-
paid under—

(A) The standard repayment plan in
accordance with paragraph (b) of this
section;

(B) The extended repayment plan in
accordance with paragraph (e) of this
section; or

(C) The graduated repayment plan in
accordance with paragraph (g) of this
section.

(iii) A Direct Consolidation Loan
that did not repay a parent Direct
PLUS Loan or a parent Federal PLUS
Loan may be repaid under—

(A) The standard repayment plan in
accordance with paragraph (c) of this
section;

(B) The extended repayment plan in
accordance with paragraph (e) of this
section;

(C) The graduated repayment plan in
accordance with paragraph (h) of this
section;

(D) The income-contingent repay-
ment plans in accordance with para-
graph (k) of this section; or

(E) The income-based repayment
plan in accordance with paragraph (m)
of this section.

(iv) A Direct Consolidation Loan that
repaid a parent Direct PLUS Loan or a
parent Federal PLUS Loan may be re-
paid under—

(A) The standard repayment plan in
accordance with paragraph (c) of this
section;

(B) The extended repayment plan in
accordance with paragraph (e) of this
section;

(C) The graduated repayment plan in
accordance with paragraph (h) of this
section; or

(D) The income-contingent repay-
ment plan in accordance with para-
graph (k)(2) of this section.
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