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FEDERAL STUDENT AID’






Activity 1: Grace Periods

Student ID: _______________________________________________________

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:

	Initial Grace Period 674.2
· Date borrower ceased to be enrolled at least half-time:​ ____________________________

· Dates of grace period: ___________________________________

· The borrower received a nine-month grace period. If borrower re-enrolled at least half-time during the initial grace period, the borrower received a full initial grace period (nine consecutive months) from the date he or she drops below half-time enrollment again 674.31(b)(2)(i)(B).

· If the borrower requested a deferment to begin during the initial grace period, the borrower has waived (in writing) his or her rights to the initial grace period.

· If the borrower is a member of the Armed Forces and is ordered to active duty for 30 days or more, the borrower's graced period did not begin until the borrower was released from active duty 674.31(b)(2)(i)(C).

· The delay of the beginning of the grace period for the student on active duty did not exceed 3 years (and included up to 12 months for the borrower to re-enroll).




	Initial Grace Period for Less than Half Time Attendance 674.32
· If the borrower was attending less than half time and had no outstanding Perkins Loan or National Direct Student Loan (NDSL), the borrower began repaying any new loan nine months from the date the loan was made or nine months from the date the borrower ceased to be enrolled as a regular student on at least a 

      half-time basis, whichever was earlier.

· If the borrower was attending less than half time who had an outstanding Perkins Loan or National Direct Student Loan (NDSL), the borrower began repayments on any additional loan when the next scheduled installment of the outstanding loan was due (there is no formal grace period or in-school deferment on the new loan.




	Calculating the Grace Period

· The borrower's initial grace period began the day after the borrower dropped below half-time.

· If the borrower was eligible for deferment, the post-deferment grace period began the day immediately following the day on which the authorized deferment ended.

· If the borrower received loans with different grace periods (and different deferment provisions), the borrower paid the minimum monthly payment that applied to each loan that was not in a grace or deferment period (the borrower must repay each loan according to the terms of its promissory note).




	Post-Deferment Grace Period 674.2
· If the borrower received a deferment, the borrower received a post-deferment grace period consisting of six consecutive months that immediately followed the end of the deferment.




	Grace Periods for Student Who Don't Return From Leaves of Absences 
668.22(b)(1), 668.22(c)(1)(v), 668.22(d)(1)(ix)
· If the student was granted an approved leave of absence, and did not return from that leave of absence, 
the student's grace period began the date the student began the leave of absence.

· If the student was granted an approved leave of absence, the school explained the effects that the student's failure to return from the approved LOA might have on the student's loan repayment terms, including the exhaustion of some or all of the student's grace period.




Did the School meet its responsibilities for each student? Yes____ No____

Activity 2: Establishing a Repayment Plan

Student ID: _______________________________________________________

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 (See2008-09 FSA Handbook, Campus-Based Programs, Chapter 4, page 6–75) 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 2008-09 FSA Handbook, Campus-Based Programs, Chapter 4, page 6–78 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

Activity 3: Bankruptcy Discharges

Student ID: _______________________________________________________

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

	Bankruptcy Discharge 674.49, DCL GEN-95-40, Bankruptcy Laws 11 U.S.C. 1307, 1325, and under 1328(b)
· If the school received notice that the borrower has filed for bankruptcy protection, it immediately stopped all collection efforts (outside the bankruptcy proceeding itself).

· For Chapter 12 or 13 of the Bankruptcy Code, the school also suspended collection efforts against any endorser.

· The school filed a proof of claim in the bankruptcy proceeding unless, in the case of a proceeding under Chapter 7 of the Bankruptcy Code, the notice of meeting of creditors stated the borrower had no assets.

Responding to Complaint for Determination of Dischargeability

· If the borrower files an adversary proceeding to prove undue hardship under 11 U.S.C. 523(a)(8), the school made a decision, on the basis of reasonably available information, whether repayment under the current repayment schedule or under any adjusted schedule would impose undue hardship on the borrower and his or her dependents.

· If the school concluded that repayment would not impose an undue hardship, the school opposed the hardship (if the expected costs of opposing the discharge would exceed one-third of the total amount owed on the loan including principal, interest, late charges, and collection costs).

· If the loan was in default, the school sought a judgment for the amount owed, and if necessary, the school compromised a portion of that amount to obtain a judgment.

· The school could also file a complaint with the court to obtain a determination that the loan is not dischargeable due to undue hardship and to obtain a judgment on the loan.

Procedures for Responding to Proposed Chapter 13 Repayment Plan

· The school did not oppose the repayment plan approved by the court under Chapter 13 if the plan 
proposed full repayment of the Perkins Loan, including all principal, interest, late charges and collection 
costs on the loan.




Activity 3: Bankruptcy Discharges cont’d

	Special Considerations

· If the borrower proposed to repay less than the amount owed and that the remainder be discharged, the school determined that the borrower's proposed repayment plan met the requirements of 11 U.S.C. 1325.

· The school objected to the confirmation by the court of the proposed plan if the plan did not meet the requirements of 11 U.S.C. 1325 (unless the cost of this action exceeded one-third of the dischargeable 
loan debt).

· If the borrower proposed to repay less than the total amount owed, the school determined whether grounds existed under 11 U.S.C. 1307 for the school to move to have the Chapter 13 case either dismissed or converted to a Chapter 7 proceeding (unless the cost of this action would exceed one-third of the dischargeable loan debt). The school considered the following grounds for dismissal:
· The borrower failed to begin payments under the plan within the required time (usually 30 days from the date the plan is filed).

· The borrower failed to file a proposed plan in a timely manner.

· The borrower failed to repay required court fees and charges.

· If the grounds existed for dismissal, the school moved to dismiss or convert case to Chapter 7 
as described above.

· After the borrower's proposed repayment plan was confirmed by the court, the school monitored the borrower's compliance with the repayment plan.

· If the school determined from its own records or court documents that the borrower either did not make the payments as required or has filed for hardship discharge under 11 U.S.C. 1328(b) the school moved to dismiss or convert case to Chapter 7 as described above.

· If the borrower did not demonstrate entitlement to a hardship discharge under 11 U.S.C. 1328(b), the school opposed the hardship discharge request (unless the cost of these actions, when added to those already incurred, exceeded one-third of the dischargeable debt).

Resuming/Terminating Billing and Collection

· The school resumed billing and collection procedures after a borrower has received a bankruptcy discharge unless the court found that repayment would impose an undue hardship.

· If the court papers included the undue hardship clause, the school terminated all collection and took action to write-off the loan.

· If the school received repayment from the borrower after the loan had been discharged, the school deposited the payment into the Perkins Loan Fund.




Did the School meet its responsibilities? Yes____ No____

Activity 4: Total & Permanent Disability

Student ID: _______________________________________________________

Instructions: Pull a sample of at least 10 Federal Perkins borrowers for whom the school applied a discharge Total & Permanent Disability. Review each file 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
· During the conditional discharge period, the borrower must satisfy the criteria for a discharge of the loan.  The borrower’s annual earnings from employment did not exceed 100 percent of the poverty line for a family of two, and the borrower did not receive a new loan under the Perkins, FFEL, or Direct Loan programs (except for a FFEL or Direct Consolidation Loan that did not include any loans that are in a conditional discharge status).
· The borrower submitted a physician's certification of total and permanent disability (The physician must be a doctor of medicine or osteopathy). 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 borrower submitted the application within 90 days of the physician certification.

· 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, the 3 year conditional period begins with the date the physician certified the application.  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 determined that the borrower did not meet the criteria for a disability discharge and the discharge request was 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___
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