§682.301

§682.301 Eligibility of borrowers for
interest benefits on Stafford and
Consolidation loans.

(a) General. (1) To qualify for benefits
on a Stafford loan, a borrower must
demonstrate financial need in accord-
ance with Part F of the Act.

(2) The Secretary considers a member
of a religious order, group, community,
society, agency, or other organization
who is pursuing a course of study at an
institution of higher education to have
no financial need if that organization—

(i) Has as its primary objective the
promotion of ideals and beliefs regard-
ing a Supreme Being;

(ii) Requires its members to forego
monetary or other support substan-
tially beyond the support it provides;
and

(iii) (A) Directs the member to pur-
sue the course of study; or

(B) Provides subsistence support to
its members.

(3) A Consolidation loan borrower
qualifies for interest benefits during
authorized periods of deferment on the
portion of the loan that does not rep-
resent HEAL loans if the loan applica-
tion was received by the lender—

(i) On or after January 1, 1993 but
prior to August 10, 1993;

(ii) On or after August 10, 1993, but
prior to November 13, 1997 if the loan
consolidates only subsidized Stafford
loans; and

(iii) On or after November 13, 1997, for
the portion of the loan that repaid sub-
sidized FFEL loans and Direct Sub-
sidized Loans.

(b) Application for interest benefits. To
apply for interest benefits on a Staf-
ford loan, the student, or the school at
the direction of the student, must sub-
mit a statement to the lender pursuant
to §682.603. The student must qualify
for interest benefits if the eligible in-
stitution has determined and docu-
mented the student’s amount of need
for a loan based on the student’s esti-
mated cost of attendance, estimated fi-
nancial assistance, and expected family
contribution as determined under part
F of the Act.

(c) Use of loan proceeds to replace ex-
pected family contribution. A borrower
may use the amount of a PLUS, unsub-
sidized Stafford loan, State sponsored
loan, or private program loan obtained
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for a period of enrollment to replace
the expected family contribution for
that period of enrollment.
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§682.302 Payment of special allowance
on FFEL loans.

(a) General. The Secretary pays a spe-
cial allowance to a lender on an eligi-
ble FFEL loan. The special allowance
is a percentage of the average unpaid
principal balance of a loan, including
capitalized interest, computed in ac-
cordance with paragraph (c) of this sec-
tion.

(b) Eligible loans. (1) Except for non-
subsidized Federal Stafford loans dis-
bursed on or after October 1, 1981, for
periods of enrollment beginning prior
to October 1, 1992, or as provided in
paragraphs (b)(2) through (b)(4), or (e)
of this section, FFEL loans that other-
wise meet program requirements are
eligible for special allowance pay-
ments.

(2) For a loan made under the Federal
SLS or Federal PLUS Program on or
after July 1, 1987 and prior to July 1,
1994, and for any Federal PLUS loan
made on or after July 1, 1998 or under
§682.209(e) or (f), no special allowance is
paid for any period for which the inter-
est rate calculated prior to applying
the interest rate maximum for that
loan does not exceed—

(1) 12 percent in the case of a Federal
SLS or PLUS loan made prior to Octo-
ber 1, 1992;

(ii) 11 percent in the case of a Federal
SLS loan made on or after October 1,
1992;

(iii) 10 percent in the case of a Fed-
eral PLUS loan made on or after Octo-
ber 1, 1992; or

(iv) 9 percent in the case of a Federal
PLUS loan made on or after July 1,
1998.

(3) In the case of a subsidized Staf-
ford loan disbursed on or after October
1, 1992, the Secretary does not pay spe-
cial allowance on a disbursement if—

(i) The disbursement check is re-
turned uncashed to the lender or the

692



