Conditional Disability Discharge

Applying the 120-Day Disbursement Rule

July 1, 2008

Background:

Effective July 1, 2008, if a loan was certified (FFEL), originated (Direct Loans), or awarded (Perkins) before the physician signature date, the borrower may regain eligibility by ensuring that any disbursement made after the physician signature date is returned within 120 days of the disbursement date.  If the disbursement is part of a loan that was certified (FFEL), originated (Direct Loans), or awarded (Perkins) on or after the physician’s signature date, the borrower loses eligibility and cannot regain eligibility by returning the disbursement.  
Determining the date of loan certification/origination/award:

FFEL: The “Loan Date” field in NSLDS may be used as the loan certification date.  

Direct:  The “Loan Date” field in NSLDS indicates the origination date for a Direct Loan.  

Perkins:    At this time, NSLDS cannot be used to determine the date a loan was awarded.  Contact the school to obtain a verbal or written confirmation of the date the loan was awarded. 

Documentation of return within 120 days of disbursement:

If the loan was certified (FFEL), originated (Direct Loans), or awarded (Perkins) before the physician’s signature date, the following documentation may be used to verify that the disbursement was returned within 120 days of the disbursement date:

[NOTE:  NSLDS does not always capture the first disbursement date accurately and should not be relied on to confirm disbursement cancellation.  Use alternative documentation as noted below.]

FFEL: A letter or notice, or copy of a letter or notice to the borrower, from the school, lender or guarantor confirming:

- the date of the original disbursement

- the amount of the original disbursement

- the date that the disbursement was cancelled or returned 

The letter may be a copy of a letter addressed to the borrower.

Direct: A letter or notice, or copy of a letter or notice to the borrower, from the school confirming:

- the date of the original disbursement

- the amount of the original disbursement

- the date that the disbursement was cancelled or returned
Perkins: A letter or notice, or copy of a letter or notice to the borrower, from the school confirming:

- the date of the original disbursement

- the amount of the original disbursement

- the date that the disbursement was cancelled or returned

Special Circumstances:

In rare cases, a borrower may have requested a loan before the physician signature date, but the school certified (FFEL), originated (Direct Loans), or awarded (Perkins) the loan after the physician signature date.  If this is the case, please contact FSA for further guidance.  Contact Jennifer Ryder at (202) 377-4295 or by e-mail at jennifer.ryder@ed.gov.
