Federal Perkins Repayment Activity #5: Total & Permanent Disability Discharges 



Student ID: _______________________________________________________

(There are two pages to this document)

Instructions:  Locate policies and procedures related to granting Federal Perkins Total & Permanent Disability discharges.  Next, pull a sample of at least 10 Federal Perkins borrowers for whom the school applied a discharge Total & Permanent Disability.  Review your procedures and complete the following worksheet for each student to ensure compliance with all applicable regulations and requirements:

Total and Permanent Disability Discharge 674.61, Federal Register November 1, 2000, DCL CB-02-08; DCL-CB-02-18

· The borrower submitted a physician's certification of total and permanent disability.  The physician certified that the borrower is 100% disabled according to the Perkins Loan Program definition of disability 674.61, Federal Register November 1, 2000.

· The school adhered to the following procedures effective until July 1, 2002:
· If the school determined, based on the physician's certification, that the borrower is totally and permanently disabled, the school can discharged the loan.  The school did not subsequently require the borrower to repay the loan, even if the borrower's medical condition improved to the point that he or she was no longer disabled, unless the school could prove that the claim of disability was fraudulent.

· The school adhered to the following procedures effective on July 1, 2002:

· If the school determined, based on the physician's certification, that the borrower is totally and permanently disabled, the school assigned the account to the Department.  The school notified the borrower that the account was assigned to the Department for determination of eligibility for a total and permanent disability discharge.
· Before assigning the loan to the Department of Education the school updates the NSLDS record for the loan, using Loan Status Code “AE” to reflect the assignment. In reporting the assignment to NSLDS, the school reports to NSLDS the same date for the “Date of Loan Status” that the school reports as the “Certification Date” on ED Form 553.
· After assignment to the Department of Education, the school uses the Standard Metro formats for reporting these loans to credit bureau organizations using an “88” code to denote that a claim has been filed with the Department of Education.
· Upon notification by the Department of Education that the assignment has been accepted, the school deletes the loan record using the “DA” reporting code.

· If the Department made an initial determination that the borrower is eligible for discharge, a conditional discharge status would be granted. This conditional discharge lasts up to 3 years.   During this time, the school did not consider the loan in default or past due unless the loan was past due or in default at the time the conditional discharge was granted.
· If the school received payments from a borrower on a loan that is in conditional discharge status the school forwarded these payments to the Department and notified the borrower that no payments are required while the loan is in conditional discharge status.
· If the department approved a final discharge on a loan and if the school received payments from or on behalf of the borrower on or after the date the borrower became totally and permanently disabled but before the loan was assigned, the school returned the payment(s) to the borrower.
· If during the preliminary determination, the school or the Department of Education determines that the borrower does not meet the criteria for a disability discharge, the discharge request is denied, the loan was returned to its prior status and, as appropriate, collection activity or regular servicing resumed on the loan.
Did the School meet its responsibilities for each student? Yes___ No___

Are the school’s policies and procedures relating to discharging Perkins loans related to Total & Permanent Disability correct and updated?  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).
