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Issue: 
Satisfactory Repayment Arrangements on Defaulted Title IV Loans for Borrowers who also Rehabilitate the Loan 

Statutory Cite: 

§428F(b) 

Regulatory Cites: 
§§674.2(b), 674.9(j), 674.39(a)(2), 682.200(b), 682.401(b)(4), 682.405(a)(2)(i),  685.102(b), and 685.200(d) 

Summary of Change:
The proposed regulatory language amends the definition of “Satisfactory repayment arrangement” in the Perkins, FFEL, and Direct Loan programs.  The revised definition specifies that a borrower who makes 6 monthly qualifying rehabilitation payments without receiving additional Title IV aid and then re-defaults, does not lose the option to regain Title IV eligibility by making satisfactory repayment arrangements.
Change:

§ 674.2   Definitions.
*   *   *   *   *
(b) The Secretary defines other terms used in this part as follows:

*   *   *   *   *

Satisfactory repayment arrangement: (1) For purposes of regaining eligibility for grant, loan, or work assistance under title IV of the HEA, to the extent that the borrower is otherwise eligible, the making of six (6) on-time, consecutive, voluntary, full, monthly payments on a defaulted loan. “On-time” means a payment made within 20 days of the scheduled due date. A borrower may obtain the benefit of this paragraph with respect to renewed eligibility once .
(2) Voluntary payments are payments made directly by the borrower, and do not include payments obtained by income tax offset, garnishment, or income or asset execution.

(3) A borrower has not used the one opportunity to renew eligibility for title IV assistance if the borrower makes six consecutive, on-time, voluntary full monthly payments under an agreement to rehabilitate a defaulted loan, but does not receive additional title IV assistance prior to defaulting on that loan again.
*   *   *   *   *

§ 674.9   Student eligibility.

*   *   *   *   *
A student at an institution of higher education is eligible to receive a loan under the Federal Perkins Loan program for an award year if the student—
*   *   *   *   *

(j) In the case of a borrower who is in default on a Federal Perkins Loan, NDSL or Defense loan, satisfies one of the conditions contained in §674.5(c)(3)(i) or (ii) except that—

(1) For purposes of this section, voluntary payments made by the borrower under paragraph (i) of this section are  payments made directly by the borrower; and

(2) Voluntary payments do not include payments obtained by Federal offset, garnishment, or income or asset execution.
(k) In the case of a borrower who is in default on an FFEL Program or a Direct Loan Program Loan, makes satisfactory repayment arrangements as defined in  34 CFR 682.200(b)  or 685.102(b) on the defaulted loan, as determined by the loan holder  
(l) For purposes of this section, reaffirmation means the acknowledgment of the loan by the borrower in a legally binding manner. The acknowledgement may include, but is not limited to, the borrower—

(1) Signing a new promissory note or new repayment agreement; or

(2) Making a payment on the loan.

*   *   *   *   *

§ 682.200   Definitions.

*   *   *   *   *

(b) The following definitions also apply to this part:

*   *   *   *   *

Satisfactory repayment arrangement. (1) For purposes of regaining eligibility under  the title IV student financial assistance programs , the making of six (6) consecutive, on-time, voluntary full monthly payments on a defaulted loan. A borrower may only obtain the benefit of this paragraph with respect to renewed eligibility once.  

(2) The required full monthly payment amount may not be more than is reasonable and affordable based on the borrower's total financial circumstances. Voluntary payments are  payments made directly by the borrower, and do not include payments obtained by income tax offset, garnishment, or income or asset execution. “On-time” means a payment received by the Secretary or a guaranty agency or its agent within 20 days of the scheduled due date.
(3) A borrower has not used the one opportunity to renew eligibility for title IV assistance if the borrower makes six consecutive, on-time,  voluntary  full monthly payments under an agreement to rehabilitate a defaulted loan but does not receive additional title IV assistance prior to defaulting on that loan again.
§ 685.102   Definitions.

*   *   *   *   *

(b) The following definitions also apply to this part:

*   *   *   *   *

Satisfactory repayment arrangement. (1) For the purpose of regaining eligibility under section 428F(b) of the HEA, the making of six consecutive, voluntary, on-time, full monthly payments on a defaulted loan. A borrower may only obtain the benefit of this paragraph with respect to renewed eligibility once.

(2) For the purpose of consolidating a defaulted loan under  §685.220(d)(1)(ii)(C)—

(i) The making of three consecutive, voluntary, on-time, full monthly payments on a defaulted loan prior to consolidation; or
(ii) Agreeing to repay the Direct Consolidation Loan under one of the income-contingent repayment plans described in §685.209 or the income-based repayment plan described in §685.221.
(3) For purposes of paragraph (2)(i) of this definition, the required monthly payment amount may not be more than is reasonable and affordable based on the borrower's total financial circumstances. “On-time” means a payment made within 20 days of the scheduled due date, and voluntary payments are  payments made directly by the borrower and do not include payments obtained by Federal offset, garnishment, or income or asset execution.
(4)  A borrower has not used the one opportunity to renew eligibility for title IV assistance if the borrower makes six consecutive, on-time, voluntary, full monthly payments under an agreement to rehabilitate a defaulted loan, but does not receive additional title IV assistance prior to defaulting on that loan again.
*   *   *   *   *
§ 685.200   Borrower eligibility.

*   *   *   *   *

(d) Defaulted Perkins, FFEL, and Direct Loan program borrowers. Except as noted in §685.220(d)(1)(ii)(C), in the case of a student or parent borrower who is currently in default on a Perkins, FFEL, or Direct Loan program loan, the borrower must make satisfactory repayment arrangements, as described in paragraph (1) of the definition of that term under §685.102(b), on the defaulted loan.
*   *   *   *   *
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