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the borrower may obtain additional ad-
vice and assistance on loan repayment.

(ii) The notice must be sent within
five business days of the date the bor-
rower becomes 60 days delinquent, un-
less the lender has sent such a notice
within the previous 120 days.

(b) Ezception to disclosure requirement.
In the case of a Federal Unsubsidized
Stafford loan or a Federal PLUS loan,
the lender is not required to provide
the information in paragraph
(a)(2)(viii) of this section if the lender,
instead of that disclosure, provides the
borrower with sample projections of
the monthly repayment amounts as-
suming different levels of borrowing
and interest accruals resulting from
capitalization of interest while the bor-
rower or student on whose behalf the
loan is made is in school. Sample pro-
jections must disclose the cost to the
borrower of principal and interest, in-
terest only, and capitalized interest.
The lender may rely on the Stafford
and PLUS promissory notes and associ-
ated materials approved by the Sec-
retary for purposes of complying with
this section.

(c) Borrower may mnot be charged for
disclosures. The lender must provide the
information required by this section at
no cost to the borrower.

(d) Method of disclosure. Any disclo-
sure of information by a lender under
this section may be through written or
electronic means.

(e) Notice of availability of income-sen-
sitive and income-based repayment op-
tions. (1) At the time of offering a bor-
rower a loan and at the time of offering
a borrower repayment options, the
lender must provide the borrower with
a notice that informs the borrower of
the availability of income-sensitive
and, except for parent PLUS borrowers
and Consolidation Loan borrowers
whose Consolidation Loan paid off one
or more parent PLUS Loans, income-
based repayment plans. This informa-
tion may be provided in a separate no-
tice or as part of the other disclosures
required by this section. The notice
must inform the borrower—

(i) That the borrower is eligible for
income-sensitive repayment and may
be eligible for income-based repay-
ment, including through loan consoli-
dation;
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(ii) Of the procedures by which the
borrower can elect income-sensitive or
income-based repayment; and

(iii) Of where and how the borrower
may obtain more information con-
cerning income-sensitive and income-
based repayment plans.

(2) The promissory note and associ-
ated materials approved by the Sec-
retary satisfy the loan origination no-
tice requirements provided for in para-
graph (e)(1) of this section.

(f) Disclosure procedures when a bor-
rower’s address is not available. If a lend-
er receives information indicating it
does not know the borrower’s current
address, the lender is excused from pro-
viding disclosure information under
this section unless it receives commu-
nication indicating a wvalid borrower
address before the 241st day of delin-
quency, at which point the lender must
resume providing the installment bill
or statement, and any other disclosure
information required under this section
not previously provided.

(Approved by the Office of Management and
Budget under control number 1845-0020)

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1082, 1083(a))

[67 FR 60323, Dec. 18, 1992, as amended at 58
FR 9119, Feb. 19, 1993; 59 FR 25745, May 17,
1994; 60 FR 30788, June 12, 1995; 64 FR 18976,
Apr. 16, 1999; 64 FR 58625, Oct. 29, 1999; 64 FR
58965, Nov. 1, 1999; 71 FR 45700. Aug. 9, 2006; 73
FR 63248, Oct. 23, 2008; 74 FR 55992, Oct. 29,
2009; 78 FR 65810, Nov. 1, 2013]

§§ 682.206-682.207 [Reserved]

§682.208 Due diligence in servicing a
loan.

(a) The loan servicing process in-
cludes reporting to nationwide con-
sumer reporting agencies, responding
to borrower inquiries, establishing the
terms of repayment, and reporting a
borrower’s enrollment and loan status
information.

(b)(1) An eligible lender of a FFEL
loan shall report to each nationwide
consumer reporting agency—

(i) The total amount of FFEL loans
the lender has made to the borrower,
within 90 days of each disbursement;

(ii) The outstanding balance of the
loans;

14:29 Dec 11,2023 Jkt 259144 PO 00000 Frm 00076 Fmt8010 Sfmt8010 M:\REMOTE\259144.XXX PC31



aworley on LAPBHBH6L3 with DISTILLER

VerDate Sep<11>2014

Ofc. of Postsecondary Educ., Education

(iii) Information concerning the re-
payment status of the loan, no less fre-
quently than every 90 days or quarterly
after a change in that status from cur-
rent to delinquent;

(iv) The date the loan is fully repaid
by, or on behalf of, the borrower, or
discharged by reason of the borrower’s
death, bankruptcy, or total and perma-
nent disability, within 90 days after
that date;

(v) Other information required by law
to be reported.

(2) An eligible lender that has ac-
quired a FFEL loan shall report to
each nationwide consumer reporting
agency the information required by
paragraph (b)(1)(ii)—(v) of this section
within 90 days of its acquisition of the
loan.

(3) Upon receipt of a valid identity
theft report as defined in section
603(q)(4) of the Fair Credit Reporting
Act (15 U.S.C. 168la) or notification
from a consumer reporting agency that
information furnished by the lender is
a result of an alleged identity theft as
defined in §682.402(e)(14), an eligible
lender shall suspend consumer report-
ing agency reporting for a period not to
exceed 120 days while the lender deter-
mines the enforceability of a loan.

(i) If the lender determines that a
loan does not qualify for a discharge
under §682.402(e)(1)(i)(C), but is none-
theless unenforceable, the lender
must—

(A) Notify the consumer reporting
agency of its determination; and

(B) Comply with §§682.300(b)(2)(ix)
and 682.302(d)(1)(viii).

(ii) [Reserved]

(4) If, within 3 years of the lender’s
receipt of an identity theft report, the
lender receives from the borrower evi-
dence specified in §682.402(e)(3)(v), the
lender may submit a claim and receive
interest subsidy and special allowance
payments that would have accrued on
the loan.

(c)(1) A lender shall respond within 30
days after receipt to any inquiry from
a borrower or any endorser on a loan.

(2) When a lender learns that a Staf-
ford loan borrower or a student PLUS
loan borrower is no longer enrolled at
an institution of higher education on
at least a half-time basis, the lender
shall promptly contact the borrower in
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order to establish the terms of repay-
ment.

(3)(i) If the borrower disputes the
terms of the loan in writing and the
lender does not resolve the dispute, the
lender’s response must provide the bor-
rower with an appropriate contact at
the guaranty agency for the resolution
of the dispute.

(ii) If the guaranty agency does not
resolve the dispute, the agency’s re-
sponse must provide the borrower with
information on the availability of the
Student Loan Ombudsman’s office.

(d) Subject to the rules regarding
maximum duration of a repayment pe-
riod and minimum annual payment de-
scribed in §682.209(a)(7), (c), and (h),
nothing in this part is intended to
limit a lender’s discretion in estab-
lishing, or, with the borrower’s con-
sent, revising a borrower’s repayment
schedule—

(1) To provide for graduated or in-
come-sensitive repayment terms. The
Secretary strongly encourages lenders
to provide a graduated or income-sen-
sitive repayment schedule to a bor-
rower providing for at least the pay-
ment of interest charges, unless the
borrower requests otherwise, in order
to make the borrower’s repayment bur-
den commensurate with his or her pro-
jected ability to pay; or

(2) To provide a single repayment
schedule, as authorized and if prac-
ticable, for all FFEL program loans to
the borrower held by the lender.

(e)(1) If the assignment or transfer of
ownership interest of a Stafford, PLUS,
SLS, or Consolidation loan is to result
in a change in the identity of the party
to whom the borrower must send subse-
quent payments, the assignor and as-
signee of the loan shall, no later than
45 days from the date the assignee ac-
quires a legally enforceable right to re-
ceive payment from the borrower on
the assigned loan, provide, either joint-
ly or separately, a notice to the bor-
rower of—

(i) The assignment;

(ii) The identity of the assignee;

(iii) The name and address of the
party to whom subsequent payments or
communications must be sent;

(iv) The telephone numbers of both
the assignor and the assignee;
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(v) The effective date of the assign-
ment or transfer of the loan;

(vi) The date, if applicable, on which
the current loan servicer will stop ac-
cepting payments; and

(vii) The date on which the new loan
servicer will begin accepting payments.

(2) If the assignor and assignee sepa-
rately provide the notice required by
paragraph (e)(1) of this section, each
notice must indicate that a cor-
responding notice will be sent by the
other party to the assignment.

(3) For purposes of this paragraph,
the term ‘‘assigned” is defined in
§682.401(b)(8)(ii).

(4) The assignee, or the assignor on
behalf of the assignee, shall notify the
guaranty agency that guaranteed the
loan within 45 days of the date the as-
signee acquires a legally enforceable
right to receive payment from the bor-
rower on the loan of—

(i) The assignment; and

(ii) The name and address of the as-
signee, and the telephone number of
the assignee that can be used to obtain
information about the repayment of
the loan.

(5) The requirements of this para-
graph (e), as to borrower notification,
apply if the borrower is in a grace pe-
riod or has entered the repayment pe-
riod.

(f)(1) Notwithstanding an error by
the school or lender, a lender shall fol-
low the procedures in §682.412 whenever
it receives information that can be sub-
stantiated that the borrower, or the
student on whose behalf a parent has
borrowed, has been convicted of, or has
pled nolo contendere or guilty to, a
crime involving fraud in obtaining title
IV, HEA program assistance, provided
false or erroneous information or took
actions that caused the student or bor-
rower—

(i) To be ineligible for all or a portion
of a loan made under this part;

(i1) To receive a Stafford loan subject
to payment of Federal interest benefits
as provided under §682.301, for which he
or she was ineligible; or

(iii) To receive loan proceeds that
were not paid to the school or repaid to
the lender by or on behalf of a reg-
istered student who—

(A) The school notifies the lender
under 34 CFR 668.21(a)(2)(ii) has with-
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drawn or been expelled prior to the
first day of classes for the period of en-
rollment for which the loan was in-
tended; or

(B) Failed to attend school during
that period.

(2) For purposes of this section, the
term ‘‘guaranty agency’’ in §682.412(e)
refers to the Secretary in the case of a
Federal GSL loan.

(g) If, during a period when the bor-
rower is not delinquent, a lender re-
ceives information indicating it does
not know the borrower’s address, it
may commence the skip-tracing activi-
ties specified in §682.411(h).

(h) Notifying the borrower about a serv-
icing change. If an FFEL Program loan
has not been assigned, but there is a
change in the identity of the party to
whom the borrower must send subse-
quent payments or direct any commu-
nications concerning the loan, the
holder of the loan shall, no later than
45 days after the date of the change,
provide notice to the borrower of the
name, telephone number, and address
of the party to whom subsequent pay-
ments or communications must be
sent. The requirements of this para-
graph apply if the borrower is in a
grace period or has entered the repay-
ment period.

(i) A lender shall report enrollment
and loan status information, or any
Title IV loan-related data required by
the Secretary, to the guaranty agency
or to the Secretary, as applicable, by
the deadline date established by the
Secretary.

(j))(1) Effective July 1, 2016, a loan
holder is required to use the official
electronic database maintained by the
Department of Defense, to—

(i) Identify all borrowers who are
military servicemembers and who are
eligible under §682.202(a)(8); and

(ii) Confirm the dates of the bor-
rower’s military service status and
begin, extend, or end, as applicable, the
use of the SCRA interest rate limit of
six percent.

(2) The loan holder must compare its
list of borrowers against the database
maintained by the Department of De-
fense at least monthly to identify
servicemembers who are in military
service status for the purpose of deter-
mining eligibility under §682.202(a)(8).
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(3) A borrower may provide the loan
holder with alternative evidence of
military service status to demonstrate
eligibility if the borrower believes that
the information contained in the De-
partment of Defense database is inac-
curate or incomplete. Acceptable alter-
native evidence includes—

(i) A copy of the borrower’s military
orders; or

(ii) The certification of the bor-
rower’s military service from an au-
thorized official using a form approved
by the Secretary.

(4)(i) When the loan holder deter-
mines that the borrower is eligible
under §682.202(a)(8), the loan holder
must ensure the interest rate on the
borrower’s loan does not exceed the
SCRA interest rate limit of six percent.

(ii) The loan holder must apply the
SCRA interest rate limit of six percent
for the longest eligible period verified
with the official electronic database, or
alternative evidence of military service
status received under paragraph (j)(3)
of this section, using the combination
of evidence that provides the borrower
with the earliest military service start
date and the latest military service end
date.

(iii) In the case of a reservist, the
loan holder must use the reservist’s no-
tification date as the start date of the
military service period.

(5) When the loan holder applies the
SCRA interest rate limit of six percent
to a borrower’s loan, it must notify the
borrower in writing within 30 days that
the interest rate on the loan has been
reduced to six percent during the bor-
rower’s period of military service.

(6)(i) For PLUS loans with an en-
dorser, the loan holder must use the of-
ficial electronic database to begin, ex-
tend, or end, as applicable, the SCRA
interest rate limit of six percent on the
loan based on the borrower’s or endors-
er’s military service status, regardless
of whether the loan holder is currently
pursuing the endorser for repayment of
the loan.

(ii) If both the borrower and the en-
dorser are eligible for the SCRA inter-
est rate limit of six percent on a loan,
the loan holder must use the earliest
military service start date of either
party and the latest military service
end date of either party to begin, ex-
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tend, or end, as applicable, the SCRA
interest rate limit.

(7)) For joint consolidation loans,
the loan holder must use the official
electronic database to begin, extend, or
end, as applicable, the SCRA interest
rate limit of six percent on the loan if
either of the borrowers is eligible for
the SCRA interest rate limit under
§682.202(a.)(8).

(ii) If both borrowers on a joint con-
solidation loan are eligible for the
SCRA interest rate limit of six percent
on a loan, the loan holder must use the
earliest military service start date of
either party and the latest military
service end date of either party to
begin, extend, or end, as applicable, the
SCRA interest rate limit.

(8) If the application of the SCRA in-
terest rate limit of six percent results
in an overpayment on a loan that is
subsequently paid in full through con-
solidation, the underlying loan holder
must return the overpayment to the
holder of the consolidation loan.

(9) For any other circumstances
where application of the SCRA interest
rate limit of six percent results in an
overpayment of the remaining balance
on the loan, the loan holder must re-
fund the amount of that overpayment
to the borrower.

(10) For purposes of this section, the
term ‘‘military service’” means—

(i) In the case of a servicemember
who is a member of the Army, Navy,
Air Force, Marine Corps, or Coast
Guard—

(A) Active duty, meaning full-time
duty in the active military service of
the United States. Such term includes
full-time training duty, annual train-
ing duty, and attendance, while in the
active military service, at a school des-
ignated as a service school by law or by
the Secretary of the military depart-
ment concerned. Such term does not
include full-time National Guard duty.

(B) In the case of a member of the
National Guard, including service
under a call to active service, which
means service on active duty or full-
time National Guard duty, authorized
by the President or the Secretary of
Defense for a period of more than 30
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consecutive days for purposes of re-
sponding to a national emergency de-
clared by the President and supported
by Federal funds;

(ii) In the case of a servicemember
who is a commissioned officer of the
Public Health Service or the National
Oceanic and Atmospheric Administra-
tion, active service; and

(iii) Any period during which a serv-
icemember is absent from duty on ac-
count of sickness, wounds, leave, or
other lawful cause.

(Approved by the Office of Management and
Budget under control number 1845-0020)

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1079, 1080, 1082, 1085)

[67 FR 60323, Dec. 18, 1992, as amended at 58
FR 9119, Feb. 19, 1993; 59 FR 22476, Apr. 29,
1994; 64 FR 18976, Apr. 16, 1999; 64 FR 58626,
Oct. 29, 1999; 64 FR 58965, Nov. 1, 1999; 71 FR
45701, Aug. 9, 2006; 72 FR 62000, 62031, Nov. 1,
2007; 74 FR 55993, Oct. 29, 2009; 78 FR 65811,
Nov. 1, 2013; 80 FR 67237, Oct. 30, 2015]

§682.209 Repayment of a loan.

(a) Conversion of a loan to repayment
status. (1) For a Consolidation loan, the
repayment period begins on the date
the loan is disbursed. The first pay-
ment is due within 60 days after the
date the loan is disbursed.

(2)(1) For a PLUS loan, the repay-
ment period begins on the date of the
last disbursement made on the loan.
Interest accrues and is due and payable
from the date of the first disbursement
of the loan. The first payment is due
within 60 days after the date the loan
is fully disbursed.

(ii) For an SLS loan, the repayment
period begins on the date the loan is
disbursed, or, if the loan is disbursed in
multiple installments, on the date of
the last disbursement of the loan. In-
terest accrues and is due and payable
from the date of the first disbursement
of the loan. Except as provided in para-
graph (a)(2)(iii), (a)(2)(iv), and (a)(2)(V)
of this section the first payment is due
within 60 days after the date the loan
is fully disbursed.

(iii) For an SLS borrower who has
not yet entered repayment on a Staf-
ford loan, the borrower may postpone
payment, consistent with the grace pe-
riod on the borrower’s Stafford loan.

(iv) If the lender first learns after the
fact that an SLS borrower has entered
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the repayment period, the repayment
begins no later than 75 days after the
date the lender learns that the bor-
rower has entered the repayment pe-
riod.

(v) The lender may establish a first
payment due date that is no more than
an additional 30 days beyond the period
specified in paragraphs (a)(2)({d)-
(a)(2)(iv) of this section in order for the
lender to comply with the required
deadline contained in §682.205(c)(1).

(3)(i) Except as provided in paragraph
(a)(4) of this section, for a Stafford loan
the repayment period begins—

(A) For a borrower with a loan for
which the applicable interest rate is 7
percent per year, not less than 9 nor
more than 12 months following the
date on which the borrower is no
longer enrolled on at least a half-time
basis at an eligible school. The length
of this grace period is determined by
the lender for loans made under the
FISL Program, and by the guaranty
agency for loans guaranteed by the
agency;

(B) For a borrower with a loan for
which the initial applicable interest
rate is 8 or 9 percent per year, the day
after 6 months following the date on
which the borrower is no longer en-
rolled on at least a half-time basis at
an institution of higher education;

(C) For a borrower with a loan with a
variable interest rate, the day after 6
months following the date on which
the borrower is no longer enrolled on
at least a half-time basis at an institu-
tion of higher education; and

(D) For a borrower with a loan for
which the applicable interest rate is
fixed at 6.0 percent per year, 5.6 percent
per year, or 6.8 percent per year, the
day after 6 months following the date
on which the borrower is no longer en-
rolled on at least a half-time basis at
an institution of higher education.

(ii) The first payment on a Stafford
loan is due on a date established by the
lender that is no more than—

(A) 60 days following the first day
that the repayment period begins;

(B) 60 days from the expiration of a
deferment or forbearance period;

(C) 60 days following the end of the
post deferment grace period;

(D) If the lender first learns after the
fact that the borrower has entered the
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