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Effective dates for major 
provisions:

•Effective February 8, 2006
•Effective July 1, 2006
•Effective July 1, 2007

Law Enacted February 8, 2006

HERA
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Areas Impacted by Change:

Loan Programs

General Institutional and
Student Eligibility Issues

New Grant Programs

HERA
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– Grad PLUS
– Interest rates
– Disbursements
– Military Deferments
– Loan limits
– Teacher Loan 

forgiveness

– Repayment
– Loan rehab
– Consolidation
– School as lender

– Forbearance
– Discharge
– Fees
– College Access

HERA  Loan Issues

Schools/Students

Lenders/GAs
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• PLUS Eligibility for Graduate and 
Professional Students
– Credit check required

• Endorser permitted
– Loans certified/originated on/after July 1, 

2006
– Student eligible for “in-school” deferment

Grad PLUS
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• Existing promissory note with 
addendum

• Will be coded as “GB” in NSLDS

Grad PLUS
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• For Direct PLUS Loan, available July 1
– Electronic prom note site
– Credit check on COD website
– Funds
– Early processing options

• COD website
• Spreadsheet

• Full functionality available via Common 
Record August 12

Grad PLUS
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Cost of attendance
- Estimated Financial Assistance

=PLUS maximum for loan period

Grad PLUS Eligibility
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7.9%8.5%Grad-PLUS

7.9%8.5%PLUS

6.8%6.8%Unsubsidized

6.8%6.8%Subsidized

DLFFEL

New Interest Rates as of 7/1/06
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6.1%

5.3%

4.7%

7/1/05-
6/30/06

7.94%PLUS

7.14%In repayment or 
forbearance

6.54%In-school, grace, or 
deferment

7/1/06-
6/30/07

Variable Interest Rates as of 7/1/06
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• Reinstates provisions that expired on 
10/1/02

– Institution with cohort default rates of <10% 
for 3 most recently published years exempt
from following disbursement requirements

• FFEL/DL be issued in at least 2 separate 
disbursements for 1 term loans

• 30-day delay requirement for 1st time, 1st

year undergraduate students

• Effective on date of enactment

Low-Default Disbursement Rule Waivers
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• Direct disbursement of loan 
proceeds directly to the student 
at the student’s request 
–GA or lender must verify enrollment 

prior to each disbursement
• Applies to FFEL only

Study Abroad
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• Provides for a military deferment of up to 3 
years for FFEL, Direct Loan, and Federal 
Perkins Loans

– No refund of payments made
– Will be coded as “MO” in NSLDS

• Effective for any loan with first 
disbursement on/after July 1, 2001

Active Duty Military Deferment
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• Includes definitions of terms used in 
deferment

–Active duty
–Military operation
–National emergency

• National Guard service may qualify

Active Duty Military Deferment
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$12,000$8,500Graduate
$5,000$5,5003rd Year +
$4,000$4,5002nd Year
$4,000$3,5001st Year

Additional
Unsub

Base Amount
Sub/Unsub

New Loan Limits as of 7/1/07
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$7,000$5,500Teacher Cert.

$7,000$5,500Preparatory –
Grad/Prof.

$4,000$2,625Preparatory -
Undergrad

Additional 
Unsub

Base 
Sub/Unsub

New Loan Limits as of 7/1/07
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• Permanently and retroactively extends 
authorization of increased loan 
forgiveness of up to $17,500 

• Effective date of enactment, retroactive to 
10/1/05

Teacher Loan Forgiveness
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• Teachers must be “highly qualified” 
math, science, and special education 
teachers at qualified low-income schools

• Extends forgiveness to certain private 
school teachers

Teacher Loan Forgiveness
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• Provides that standard, graduated, and 
extended repayment plans in Direct Loan 
Program be comparable to same 
repayment plans in FFEL Program

– Maintains differences between FFEL’s Income 
Sensitive Repayment Plan and DL’s Income 
Contingent Repayment Plan

• Effective 7/1/06

Standardized Repayment Plans
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• Number of on-time payments required to 
rehabilitate a loan reduced from 12 to 9 

– Must be made within 20 days of the due date 
during 10 consecutive months

• Effective 7/1/06

Loan Rehabilitation
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• Lenders are not required to have a written 
forbearance agreement with borrower

– Must document circumstances in borrower’s 
file

• Effective 7/1/06

Forbearances
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• Provides for a loan discharge for a 
borrower whose loan was falsely certified 
due to identity theft

• Effective 7/1/06

Loan Discharge
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• Generally no re-consolidation
– Applies within and across programs

• FFEL to DL only if FFEL application 
denied

• Eliminates in-school consolidations in 
Direct Loan

Consolidation Loans
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• Eliminates “early conversion to repayment” 
consolidations in FFELP

• Perkins consolidates into both FFEL/DL as an 
unsubsidized loan

• Eliminates joint spousal consolidations

• Effective 7/1/06

Consolidation Loans
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• No new school lenders after 4/1/06

• Places restrictions on school FFEL lenders

– No loans to undergraduates
– No loans to borrowers not enrolled at school

School as FFEL Lender
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• Must use all proceeds from special 
allowances, interest subsidies, interest, 
and loan sales for need based grants

– Allowance for reasonable administrative 
expenses

– Grants may not supplant other non-federal 
need based grant funds

• Effective 7/1/06

School as FFEL Lender
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*1% default fee remains

7/1/100
7/1/107/1/09.5%
7/1/097/1/081.00%
7/1/087/1/071.50%
7/1/077/1/062.00%

BeforeLoans Disbursed 
on/after and

Origination 
Fee*

FFEL Phase-out of Fees
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7/1/101%

7/1/107/1/091.5%

7/1/097/1/082.0%

7/1/087/1/072.5%

7/1/073.00%

BeforeLoans Disbursed 
on/after and

Origination 
Fee

DL Phase-out of Fees
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• Changes 1% insurance premium to a 1% 
Federal default fee that all GAs must 
deposit into their Federal funds
Including GA with VFA

– Must either deduct from borrower’s loan 
proceeds or pay with other non-Federal 
sources

• Effective loans guaranteed on/after 7/1/06

Require Collection of 1% Guaranty Fee
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• Creates Negative Special Allowance

– Rebate of Excess Special Allowance

• Makes permanent earlier changes to 9.5% 
tax-exempt Special Allowance

• Reduces Lender Insurance from 98% to 
97%

Lender/Guaranty Agency Issues
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• Reduces Lender Exceptional Performer 
Insurance from 100% to 99%

• Limits GA collection costs when defaulted 
loan is consolidated to not exceed 18.5%

• Requires GA to remit portion of collection 
costs to ED

Lender/Guaranty Agency Issues
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• Changes maximum percentage of a 
defaulted borrower’s disposable income 
subject to wage garnishment from 10% to 
15%

• Effective 7/1/06

Wage Garnishment Requirement
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• Guaranty agencies must work with the 
Secretary to gather and publicize college 
access information

• Effective 7/1/06

College Access Initiative
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– Grad PLUS
– Interest rates
– Disbursements
– Military Deferments
– Loan limits
– Teacher Loan 

forgiveness

– Repayment
– Loan rehab
– Consolidation
– School as lender

– Forbearance
– Discharge
– Fees
– College Access

HERA  Loan Issues

Schools/Students

Lenders/GAs
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Questions?
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http://www.zoomerang.com/survey.zgi?p=WEB2

25CYBG2DTF

Link to Evaluation Survey
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