Proposed Regul atory Language

Comm ttee | — Loans
Qui ck Fix: No
Origin: ED
| ssue: Perkins — Loan Di sbursenents

Regul atory Cite: §674.2(b) and 8674.16(d)(2)

Summary of Change: The proposed changes woul d all ow for
the inplenentation of a master prom ssory note in the
Perkins Loan Program The first change nodifies the
definition of “making a | oan” and adds a definition of
“master prom ssory note” in 8674.2(b). The second change
renoves the requirenment in 8674.16(d)(2) that a borrower
sign a prom ssory note for each award year

Change:
§674.2 Definitions.

(b) The Secretary defines other ternms used in this

part as foll ows:

Maki ng of a | oan: \Wen the berrower—sighs—the
prom-ssory—notefortheawardyear—and-the-institution
makes the first disbursenent of a |oan to a student funds

vhder—that prom-ssory—notefor that—an award year

Mast er pronmi ssory note (MPN): A prom ssory note under

whi ch the borrower may receive loans for a single award

year or nmultiple award years.
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2 of 2 — Perkins — Loan Di sbursenent

8674. 16 Maki ng and di sbursing | oans.

(d)(1) The institution shall disburse funds to a
student or the student's account in accordance with 34 CFR
668. 164.

(2) The institution shall —ebtainthe boerrower——s

for—that—award—year— ensure that each loan is supported by

a legally enforceable pronm ssory note as proof of the

borrower’s i ndebtedness.
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Proposed Regul atory Language

Committee | — Loans
Qui ck Fix: No
Origin: FFEL Comrunity
| ssue: Perkins — Prom ssory Notes

Regul atory Cite: 8674.19(e) (4)

Summary of Change: The proposed | anguage woul d al | ow
el ectronically signed prom ssory notes in the Perkins
programto be maintained in the sane manner as FFEL
el ectronically signed prom ssory notes.

Change:

8674.19 Fiscal procedures and records.

* * % *x %

(e) *x * * * *

(4) Manner of retention of prom ssory notes and
repaynment schedules. (i) An institution shall keep the
original prom ssory notes and repaynent schedules in a

| ocked, fireproof container until --

(A) The loans are satisfied; or

(B) The original docunments are needed in order to

enforce the | oan obligation.
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Page 2 of 2 — Perkins — Pronissory Notes

(ii)An institution nmay store a prom ssory note in

accordance with 34 CFR 668.24(d)(3)(i) through (iv) if the

proni ssory note was signed el ectronically.

(i+i) The institution shall retain certified true

copi es of docunents rel eased for enforcenent of the | oan

(H+iv) After the loan obligation is satisfied, the

institution shall return the original or a true and exact

copy of the note nmarked paid in full to the borrower or

ot herwi se notify the borrower that the loan is paidin full.

(+v) An institution shall maintain separately its
records pertaining to cancellations of Defense, NDSL, and

Feder al Perkins Loans.

(vi) Only authorized personnel may have access to the

| oan docunents.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: Fed Up (not on 12/14/01 list)
| ssue: Perkins — Exit Counseling

Regul atory Cite: 8674. 42(b)

Sunmary of Change: The proposed change woul d update the
counseling requirenments and clarify that parties other than
the school may provide the counseling.

Change:
8674.42 Contact with borrowers.

* k Kk k%

(b) Exit interview. (1) An institution nust ensure that

conduct—exit counseling is conducted with each borrower

either in person, by audiovisual presentation, or by

interactive electronic neans. The institution nust ensure

that exit counseling is conducted ecenduect—this—counseng

shortly before the borrower ceases at |east hal f-tinme study

at the institution. As an alternative, in the case of a
student enrolled in a correspondence program or a study-
abroad program that the school approves for credit, the
school may provide witten counseling materials by mail
within 30 days after the borrower conpletes the program |If
t he borrower wi thdraws from school w thout the school's

prior know edge or fails to conplete an exit

February 25, 2002 DRAFT

PRE- DECI SI ONAL
FOR DI SCLISSI ON PURPOSFS ONI'Y




Page 2 of 4 — Perkins — Exit Counseling

counseling session as required, the school must ensure that

provide—exit counseling is provided through either

interactive electronic neans or by mailing counseling
material to the borrower at the borrower's |ast known
address within 30 days after l|earning that the borrower has
wi t hdrawn from school or failed to conplete exit counseling

as required.

(2) tn—econdueting—+tThe exit counsel i ng—the—school

must - -

(i) I'nformthe student as to the average anti ci pated
nont hl y repaynent anount based on the student's indebtedness
or on the average indebtedness of students who have obtai ned
Perkins | oans for attendance at that school or in the

borrower's program of study;

(i1) Review for the borrower avail able repaynent
options (e.g. loan consolidation and refinancing, including

t he consequences of consolidating a Federal Perkins Loan);

(iii) Suggest to the borrower debt-managenent
strategi es that the-schooldetermnes—wuld best assi st

repaynment by the borrower;
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Page 3 of 4 — Perkins — Exit Counseling

(iv) Enphasize to the borrower the seriousness and
i nportance of the repaynent obligation the borrower is

assum ng;

(v) Describe inforceful—ternms—the |ikely consequences

of default, including adverse credit reports and litigation,

(vi) Enphasize that the borrower is obligated to repay
the full amount of the |oan even if the borrower has not
conpl eted the program is unable to obtain enploynment upon
conpletion, or is otherwise dissatisfied with or does not
recei ve the educational or other services that the borrower

purchased fromthe school;

(vii) Review for with-the borrower the conditions under

whi ch the borrower nmay defer repaynent or obtain partia

cancel l ati on of a | oan;

(viii) Require the borrower to provide corrections of
tothe institution s records—concerni-ng—nane, address,
soci al security nunber, references, and driver's license
nunmber, the borrower's expected permnent address, the
address of the borrower's next of kin, as well as the nane

and address of the borrower's expected enpl oyer; and
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Page 4 of 4 — Perkins — Exit Counseling

(ix) Review for with-the borrower information on the

availability of the Student Loan Orbudsman's office.

(3) Additional matters that the Secretary reconmends
that a school include in the exit counseling session or

materials are in appendix D to 34 CFR part 668.

(4) Ap—institutionthat conducts—If exit counseling is

conducted through interactive electronic neans, a schoo

must take reasonable steps to ensure that each student
borrower receives the counseling materials and participates

in and conpletes the exit counseling.

(5) The institution nust maintain docunentation
substanti ating the school's conpliance with this section for

each borrower.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: Fed Up #16
| ssue: Perkins — Litigation

Regul atory Cite: 8674.46(a) (1)

Sunmary of Change: The proposed change woul d revise the
regul ations to reflect that the balance on a | oan that

institutions would use to determne if they nust sue a
borrower has increased from $200.
Change:

8674.46 Litigation procedures.

(a)(1) If the collection efforts described in 8 674. 45
do not result in the repaynment of a |oan, the institution
shal |l determ ne at |east annually whether -

(i) The total anobunt owi ng on the borrower's account,
i ncl udi ng out standi ng principal, accrued interest,
collection costs and | ate charges on all of the borrower's
Federal Perkins, NDSL and National Defense Student Loans

held by that institution, is nore than—$200,
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: Fed Up #20
| ssue: Perkins — Wite-Ofs

Regul atory Cite: 8674. 47(h)

Sunmary of Change: The proposed change to 8674.47(h) would
i ncrease the maxi mum |l oan wite-off from $5. Before naking
a change to the maxi mum | oan wite-off anmount, however,
consi deration nust also be given to nmaking a proposed
change to 674.47(g)(1), as the two provisions are rel ated.

Change:

8674. 47 Costs chargeable to the Fund.

(h) Wite-offs of accounts of |ess than-$5. (1)
Not wi t hst andi ng any other provision in this subpart, an
institution may wite off an account with a bal ance of I|ess
t han—$5, including outstandi ng principal, accrued interest,

collection costs, and | ate charges.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fi x: No
Origin: Fed Up #14
| ssue: Perkins — Late Charges

Regul atory Cite: 8674. 43(b) (2)

Sunmary of Change: The proposed changes woul d nake the
assessnent of |ate charges optional in the Federal Perkins
Loan program instead of mandatory.

Change:

8674.43 — Billing procedures.

(b) * * * * *

(2) Subject to 8674.47(a), the institution shalH— nay assess
a late charge for | oans made for periods of enroll nent
begi nning on or after January 1, 1986, during the period in
which the institution takes any steps described in this

section to secure --

(i) Any part of an installment paynment not made when, or

(ii) A request for defernent, cancellation, or postponenent

of repaynent on the |l oan that contains sufficient
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information to enable the institution to detern ne whet her

the borrower is entitled to the relief requested.

3) The institution shall determ ne the ambunt of theany

| ate charge inposed for |oans described in paragraph (b)(2)

of this section based on either --

(i) Actual costs incurred for actions required under this
section to secure the required paynent or information from

t he borrower; or

(ii) The average cost incurred for simlar attenpts to

secure paynents or information from other borrowers.
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Proposed Regul at ory Language

Commttee | — Loans
Qui ck Fix: No
Origin: Fed Up #17
| ssue: Perkins — Rehabilitation of Loans

Regul atory Cite: 8674. 39

Summary of Change: Under current regul ations, a borrower
may rehabilitate a defaulted Perkins Loan on which a

j udgnment has been obtai ned. The proposed change woul d no
| onger entitle a borrower to rehabilitate a defaulted
Perkins Loan for which a judgnment has been secured.

Change:

8674.39 — Loan rehabilitation.

(a) Each institution nmust establish a |oan rehabilitation
program for all borrowers for the purpose of rehabilitating

def aul ted | oans made under this part, except for those |oans

on which a judgnent has been obtained. The institution's

| oan rehabilitation program nust provide that --

(1) A defaulted borrower is notified of the option and

consequences of rehabilitating a | oan; and

(2) Aloan is rehabilitated if the borrower makes an on-

time, nonthly paynment, as determ ned by the institution,
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each month for twel ve consecutive nonths and the borrower

requests rehabilitati on—anhd .
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