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Issue:
Federal Perkins Loan Cancellation Rate Progression Across Cancellation Categories 


Statutory Cite:

§465(a)(3)(A)
Regulatory Cite:
§§674.52, 674.53(d), 674.56(h), 674.57(c)(2), 674.59(c)(2) and 674.60(b)
Summary of Change:
The proposed regulatory language allows a borrower who switches from one cancellation category to another to receive cancellation at the same annual cancellation rate the borrower would have received if the borrower had continued to provide eligible service under the original cancellation category. To qualify for this benefit, the borrower must provide eligible service in cancellation categories that have the same cancellation rate progression. 

Change:
§ 674.52   Cancellation procedures.

*   *   *   *   * 
Issue Paper #23 redesignates  674.52(e) as 674.52(f). Issue Paper #21 adds a new paragraph 674.52(g) to read as follows:
(g) Switching cancellation categories.(1)  A borrower who qualifies for a cancellation under one of the cancellation categories in §674.53, 674.56, 674.57, or 674.59 receives cancellation of 15 percent of the original principal for the first and second years of qualifying service, 20 percent of the original principal for the third and fourth years of qualifying service, and 30 percent of the original principal for the fifth year of qualifying service.  If, after the first, second, third, or fourth complete year of qualifying service—

(i) The borrower switches to a position that qualifies the borrower for cancellation under a different cancellation category under §674.53, 674.56, 674.57, or 674.59, the borrower’s cancellation rate progression continues from the last year the borrower received a cancellation under the former cancellation category; or 
(ii) The borrower switches to a position that qualifies the borrower for cancellation under a different cancellation category under §674.58 or 674.60 ,  the borrower’s cancellation rate progression under the new cancellation category  begins at the year one cancellation rates specified in §674.58(b) or 674.60(b), respectively.
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