Federal Perkins Repayment Activity #2: Establishing a Repayment Plan



Student ID: _______________________________________________________

(There are three pages to this document)

Instructions:  Pull a sample of at least 10 Federal Perkins borrowers in repayment.  Complete the following worksheet for each student to ensure compliance with all applicable regulations and requirements:

· Establishing the Repayment Plan 674.33 (a) 


· The repayment plan for the student was established and disclosed to the student before the student ceased to be enrolled at least half time
· The repayment plan was established so that the borrower could repay the loan within 10 years
· If the borrower requested to repay the loan in graduated installments, the graduated installment schedule was submitted to the Department for approval before the schedule was used for the student.
Prepayment 674.31(b)(4)

· If the borrower repaid more than the amount due for any repayment period, the school used the excess to prepay principal, unless the borrower designated the excess as an advance payment on the next regular installment.


Interest Accrual


· The interest on the borrowers Perkins Loan was computed at the rate of 5 percent per annum simple interest on the unpaid principal balance

· If the borrower had a Defense Loan, NDSL, or another older Perkins Loan, the interest rate was computed according to the promissory note signed by the student (earlier loans may have an interest rate of 3 or 4 percent).

Calculating the Payment Amount 674.33 (a)

· The school required the borrower to make payment on a monthly, bimonthly, or quarterly basis

· The payments amount sufficiently covered the interest accruing between payments to ensure that the loan can be repaid in 10 years

· The school used the Table of Constant Multipliers (See 2003-04 FSA Handbook, Federal Perkins Loan, page 5-31 or 2002-03 FSA Handbook, Federal Perkins Loan, page 5-25) to calculate the correct payment amount.  Note:  because the repayment period may be shorter than 10 years under a minimum monthly repayment plan, schools exercising the minimum monthly repayment option should not apply the constant multipliers.

Minimum Monthly Repayment Amounts 674.33 (b)

· If the school chose to include a minimum monthly repayment requirement on the Promissory Note signed by the student, the minimum monthly repayment amount for the student was $40 (unless the borrower on the date the new loan was made had an outstanding balance on a Perkins Loan, NDSL, or Defense Loan made before October 1, 1992 that included a $30 minimum monthly repayment provision.

· The minimum repayment for bimonthly and quarterly payment schedules were made correctly (i.e. $40 X 2 for bimonthly, and $40 X 3 for quarterly).

· The school required the borrower to pay a minimum monthly payment amount of $40 on a Perkins Loan if:  

· The promissory note included a provision specifying a minimum monthly repayment of $40 and the monthly repayment of principal and interest for a 10-year repayment period (as calculated using a constant multiplier) would be less than $40, or

· The borrower received Perkins Loans with different interest rates at the same school and the total monthly payment would otherwise be less than $40 (provided any of the promissory notes included the minimum monthly repayment provision).


Payment Processing 674.33 (a)

· The school applied any payments for this student in the following order:

· Collections costs

· Late charges (or penalty charges)

· Accrued interest

· Principal

Establishing Repayment Dates


· The school required the borrower's first payment to be due either one, two, or three months from the date the grace period expired (using either monthly, bimonthly, or quarterly repayment schedules) See chart found the 2003-04 FSA Handbook, Federal Perkins Loan, page 5-30 or 2002-03 FSA Handbook, Federal Perkins Loan, page 5-28 for Perkins Loan Quarterly Billing Example.


· The Repayment schedule was adjusted, as applicable, so that the loan could be repaid within the normal 10-year period or as prescribed in the terms of the promissory note signed by the student.

Incentive Repayment Program 674.33 (f)

· If the school took advantage of the Incentive Repayment Program (school reduced the borrower's interest rate by up to 1 percent if the borrower made 48 consecutive monthly payments, discounted by up to 5 percent the balance a borrower owes if the loan is repaid before the end of the repayment period or established any other repayment incentive options) the school received approval from ED.

· The school did not use federal funds or school funds from the Perkins Loan revolving fund to absorb the costs associated with repayment incentives.


· On at least a quarterly basis, the school reimbursed the Perkins Loan Fund for potential income lost as a result of the discounts offered through the Incentive Repayment Program

Did the School meet its responsibilities? _____Yes _____No

If the school found deficiencies in any areas above, complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).
