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(f) Application and processing. (1) A
borrower, after completing the quali-
fying teaching service, requests loan
forgiveness from the holder of the loan
on a form approved by the Secretary.

(2)(1) The holder must file a request
for payment with the guaranty agency
on a teacher forgiveness discharge no
later than 60 days after the receipt,
from the borrower, of a completed
teacher loan forgiveness application.

(ii) When filing a request for payment
on a teacher forgiveness discharge, the
holder must provide the guaranty
agency with the completed loan for-
giveness application submitted by the
borrower and any required supporting
documentation.

(iii) If the holder files a request for
payment later than 60 days after the
receipt of the completed teacher loan
forgiveness application form, interest
that accrued on the discharged amount
after the expiration of the 60-day filing
period is ineligible for reimbursement
by the Secretary, and the holder must
repay all interest and special allow-
ance received on the discharged
amount for periods after the expiration
of the 60-day filing period. The holder
cannot collect from the borrower any
interest that is not paid by the Sec-
retary under this paragraph.

(3)(i) Within 45 days of receiving the
holder’s request for payment, the guar-
anty agency must determine if the bor-
rower meets the eligibility require-
ments for loan forgiveness under this
section and must notify the holder of
its determination of the borrower’s eli-
gibility for loan forgiveness under this
section.

(ii) If the guaranty agency approves
the discharge, it must, within the same
45-day period, pay the holder the
amount of the discharge, up to $5,000,
subject to paragraphs (c)(9), (d)(),
(d)(2) and (£)(2)(iii) of this section.

(4) After being notified by the guar-
anty agency of its determination of the
eligibility of the borrower for the dis-
charge, the holder must, within 30
days, inform the borrower of the deter-
mination. If the discharge is approved,
the holder must also provide the bor-
rower with information regarding any
new repayment terms of remaining
loan balances.
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(5) Unless otherwise instructed by
the borrower, the holder must apply
the proceeds of the teacher forgiveness
discharge first to any outstanding un-
subsidized Federal Stafford loan bal-
ances, next to any outstanding sub-
sidized Federal Stafford loan balances,
then to any eligible outstanding Fed-
eral Consolidation loan balances.

(g) Claims for reimbursement from the
Secretary on loans held by guaranty
agencies. In the case of a teacher loan
forgiveness discharge applied to a de-
faulted loan held by the guaranty agen-
cy, the Secretary pays the guaranty
agency a percentage of the amount dis-
charged that is equal to the com-
plement of the reinsurance percentage
paid on the loan. The payment of up to
$5,000 may also include interest that
accrues on the discharged amount dur-
ing the period from the date on which
the guaranty agency received payment
from the Secretary on a default claim
to the date on which the guaranty
agency determines that the borrower is
eligible for the teacher loan forgive-
ness discharge.

(Approved by the Office of Management and
Budget under control number 1845-0020)

(Authority: 20 U.S.C. 1078-10)

[656 FR 65627, Nov. 1, 2000, as amended by 66
FR 34763, June 29, 2001]

Subpart C—Federal Payments of
Interest and Special Allowance

§682.300 Payment of interest benefits
on Stafford and Consolidation
loans.

(a) General. The Secretary pays a
lender, on behalf of a borrower, a por-
tion of the interest on a subsidized
Stafford loan and on all or a portion of
a qualifying Consolidation loan that
meets the requirements under §682.301.
This payment is known as interest ben-
efits.

(b) Covered interest. (1) The Secretary
pays a lender the interest that accrues
on an eligible Stafford loan—

(i) During all periods prior to the be-
ginning of the repayment period, ex-
cept as provided in paragraphs (b)(2)
and (c) of this section.

(ii) During any period when the bor-
rower has an authorized deferment,
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and, if applicable,
grace period; and

(iii) During the repayment period for
loans described in paragraph (d)(2) of
this section.

(2) The Secretary’s obligation to pay
interest benefits on an otherwise eligi-
ble loan terminates on the earliest of—

(i) The date the borrower’s loan is re-
paid;

(ii) The date the disbursement check
is returned uncashed to the lender, or
the 120th day after the date of that dis-
bursement, except as provided in para-
graph (c)(4) of this section if—

(A) The check for the disbursement
has not been cashed on or before that
date; or

(B) The proceeds of the disbursement
made by electronic funds transfer or
master check in accordance with
§682.207(b)(1)(ii) (B) and (C) have not
been released from the account main-
tained by the school on or before that
date;

(iii) The date of default by the bor-
rower;

(iv) The date the lender receives pay-
ment of a claim for loss on the loan;

(v) The date the borrower’s loan is
discharged in bankruptcy;

(vi) The date the lender determines
that the borrower has died or has be-
come totally and permanently dis-
abled;

(vii) The date the loan ceases to be
guaranteed or ceases to be eligible for
reinsurance under this part, with re-
spect to that portion of the loan that
ceases to be guaranteed or reinsured,
regardless of whether the lender has
filed a claim for loss on the loan with
the guarantor; or

(viii) The date the lender determines
that the borrower is eligible for loan
discharge under §682.402(d), (e), or (1).

(3) Section 682.412 sets forth cir-
cumstances under which a lender may
be required to repay interest benefits
received on a loan guaranteed by a
guaranty agency.

(c) Interest not covered. The Secretary
does not pay—

(1) Interest for which the borrower is
not otherwise liable;

(2) Interest paid on behalf of the bor-
rower by a guaranty agency;

a post-deferment
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(3) Interest that accrues on the first
disbursement of a loan for any period
that is earlier than—

(i) In the case of a subsidized Stafford
loan disbursed by a check, 10 days prior
to the first day of the period of enroll-
ment for which the loan is intended or,
if the loan is disbursed after the first
day of the period of enrollment, 3 days
after the disbursement date on the
check; or

(ii) In the case of a loan disbursed by
electronic funds transfer or master
check, 3 days prior to the first day of
the period of enrollment or, if the loan
is disbursed after the first day of the
period of enrollment, 3 days after dis-
bursement.

(4) In the case of a loan disbursed on
or after October 1, 1992, interest on a
loan if—

(i) The disbursement check is re-
turned uncashed to the lender or the
lender is notified that the disburse-
ment made by electronic funds transfer
or master check will not be released
from the restricted account main-
tained by the school; or

(ii) The check for the disbursement
has not been negotiated before the
120th day after the date of disburse-
ment or the disbursement made by
electronic funds transfer or master
check has not been released from the
restricted account maintained by the
school before that date.

(d) Rate. (1) Except as provided in
paragraph (d)(2) of this section, the
Secretary pays the lender at the actual
interest rate on a loan provided that
the actual interest rate does not exceed
the applicable interest rate.

(2) For a loan disbursed prior to De-
cember 15, 1968, or subject to a binding
commitment made prior to that date,
the Secretary pays an amount during
the repayment period equivalent to 3
percent per year of the unpaid prin-
cipal amount of the loan.

(Authority: 20 U.S.C. 1078, 1082)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 25746, May 17, 1994; 59 FR 33352, June 28,
1994; 59 FR 61428, Nov. 30, 1994; 64 FR 18978,
Apr. 16, 1999; 64 FR 58959, Nov. 1, 1999; 66 FR
341763, June 29, 2001]
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