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(2) A Direct Loan borrower whose
loan is not eligible for interest sub-
sidies and who meets the requirements
described in paragraph (b) of this sec-
tion is eligible for a deferment during
which periodic installments of prin-
cipal need not be paid but interest does
accrue and is capitalized or paid by the
borrower.

(b) Except as provided in paragraphs
(d) and (e) of this section, a Direct
Loan borrower is eligible for a
deferment during any period during
which the borrower meets any of the
following requirements:

(1)(i) The borrower—
(A) Is carrying at least one-half the

normal full-time work load for the
course of study that the borrower is
pursuing, as determined by the eligible
school the borrower is attending;

(B) Is pursuing a course of study pur-
suant to a graduate fellowship program
approved by the Secretary; or

(C) Is pursuing a rehabilitation train-
ing program, approved by the Sec-
retary, for individuals with disabilities;
and

(ii) The borrower is not serving in a
medical internship or residency pro-
gram, except for a residency program
in dentistry.

(iii)(A) For the purpose of paragraph
(b)(1)(i) of this section, the Secretary
processes a deferment when—

(1) The borrower submits a request to
the Secretary along with documenta-
tion verifying the borrower’s eligi-
bility;

(2) The Secretary receives informa-
tion from the borrower’s school indi-
cating that the borrower is eligible to
receive a new loan; or

(3) The Secretary receives student
status information from the borrower’s
school, either directly or indirectly, in-
dicating that the borrower is enrolled
on at least a half-time basis.

(B)(1) Upon notification by the Sec-
retary that a deferment has been
granted based on paragraph
(b)(1)(iii)(A)(2) or (3) of this section, the
borrower has the option to continue
paying on the loan.

(2) If the borrower elects to cancel
the deferment and continue paying on
the loan, the borrower has the option
to make the principal and interest pay-
ments that were deferred. If the bor-

rower does not make the payments, the
Secretary applies a deferment for the
period in which payments were not
made and capitalizes the interest.

(2)(i) The borrower is seeking and un-
able to find full-time employment.

(ii) For purposes of paragraph (b)(2)(i)
of this section, the Secretary deter-
mines whether a borrower is eligible
for a deferment due to the inability to
find full-time employment using the
standards and procedures set forth in
34 CFR 682.210(h) with references to the
lender understood to mean the Sec-
retary.

(3)(i) The borrower has experienced or
will experience an economic hardship.

(ii) For purposes of paragraph (b)(3)(i)
of this section, the Secretary deter-
mines whether a borrower is eligible
for a deferment due to an economic
hardship using the standards and pro-
cedures set forth in 34 CFR 682.210(s)(6)
with references to the lender under-
stood to mean the Secretary.

(c) No deferment under paragraphs
(b) (2) or (3) of this section may exceed
three years.

(d) If, at the time of application for a
borrower’s first Direct Loan, a bor-
rower has an outstanding balance of
principal or interest owing on any
FFEL Program loan that was made, in-
sured, or guaranteed prior to July 1,
1993, the borrower is eligible for a
deferment during—

(1) the periods described in paragraph
(b) of this section; and

(2) the periods described in 34 CFR
682.210(b), including those periods that
apply to a ‘‘new borrower’’ as that
term is defined in 34 CFR 682.210(b)(7).

(e) A borrower whose loan is in de-
fault is not eligible for a deferment,
unless the borrower has made payment
arrangements satisfactory to the Sec-
retary.

(Approved by the Office of Management and
Budget under control number 1845–0021)

(Authority: 20 U.S.C. 1087a et seq.)

[59 FR 61690, Dec. 1, 1994, as amended at 60
FR 33345, June 28, 1995; 61 FR 29900, June 12,
1996; 64 FR 58968, Nov. 1, 1999]

§ 685.205 Forbearance.
(a) General. ‘‘Forbearance’’ means

permitting the temporary cessation of
payments, allowing an extension of
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time for making payments, or tempo-
rarily accepting smaller payments
than previously scheduled. The bor-
rower has the option to choose the
form of forbearance. Except as pro-
vided in paragraph (b)(9) of this sec-
tion, if payments of interest are
forborne, they are capitalized. The Sec-
retary grants forbearance if the bor-
rower or endorser intends to repay the
loan but requests forbearance and pro-
vides sufficient documentation to sup-
port this request, and—

(1) The Secretary determines that,
due to poor health or other acceptable
reasons, the borrower or endorser is
currently unable to make scheduled
payments;

(2) The borrower’s payments of prin-
cipal are deferred under § 685.204 and
the Secretary does not subsidize the in-
terest benefits on behalf of the bor-
rower;

(3) The borrower is in a medical or
dental internship or residency that
must be successfully completed before
the borrower may begin professional
practice or service, or the borrower is
serving in a medical or dental intern-
ship or residency program leading to a
degree or certificate awarded by an in-
stitution of higher education, a hos-
pital, or a health care facility that of-
fers postgraduate training;

(4) The borrower is serving in a na-
tional service position for which the
borrower is receiving a national service
education award under title I of the
National and Community Service Act
of 1990; or

(5) The borrower—
(i) Is performing the type of service

that would qualify the borrower for
loan forgiveness under the require-
ments of the teacher loan forgiveness
program in § 685.217; and

(ii) Is required, by the Secretary, be-
fore a forbearance is granted under
§ 685.205(a)(5)(i) to—

(A) Submit documentation for the pe-
riod of the annual forbearance request
showing the beginning and ending
dates that the borrower is expected to
perform, for that year, the type of serv-
ice described in § 685.217(c); and

(B) Certify the borrower’s intent to
satisfy the requirements of § 685.217(c).

(6) For not more than three years
during which the borrower or en-
dorser—

(i) Is currently obligated to make
payments on loans under title IV of the
Act; and

(ii) The sum of these payments each
month (or a proportional share if the
payments are due less frequently than
monthly) is equal to or greater than 20
percent of the borrower’s or endorser’s
total monthly gross income.

(b) Administrative forbearance. In cer-
tain circumstances, the Secretary
grants forbearance without requiring
documentation from the borrower.
These circumstances include but are
not limited to—

(1) A properly granted period of
deferment for which the Secretary
learns the borrower did not qualify;

(2) The period for which payments
are overdue at the beginning of an au-
thorized deferment period;

(3) The period beginning when the
borrower entered repayment until the
first payment due date was established;

(4) The period prior to a borrower’s
filing of a bankruptcy petition;

(5) A period after the Secretary re-
ceives reliable information indicating
that the borrower (or the student in
the case of a Direct PLUS Loan) has
died, or the borrower has become to-
tally and permanently disabled, until
the Secretary receives documentation
of death or total and permanent dis-
ability;

(6) Periods necessary for the Sec-
retary to determine the borrower’s eli-
gibility for discharge—

(i) Under § 685.214;
(ii) Under § 685.215;
(iii) Under § 685.216;
(iv) Under § 685.217; or
(v) Due to the borrower’s or endors-

er’s (if applicable) bankruptcy;
(7) A period of up to three years in

cases where the effect of a variable in-
terest rate on a fixed-amount or grad-
uated repayment schedule causes the
extension of the maximum repayment
term;

(8) A period during which the Sec-
retary has authorized forbearance due
to a national military mobilization or
other local or national emergency; or

(9) A period of up to 60 days necessary
for the Secretary to collect and process
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documentation supporting the bor-
rower’s request for a deferment, for-
bearance, change in repayment plan, or
consolidation loan. Interest that ac-
crues during this period is not capital-
ized.

(c) Period of forbearance. (1) The Sec-
retary grants forbearance for a period
of up to one year.

(2) The forbearance is renewable,
upon request of the borrower, for the
duration of the period in which the bor-
rower meets the condition required for
the forbearance.

(Approved by the Office of Management and
Budget under control number 1845–0021)

(Authority: 20 U.S.C. 1087a et seq.)

[59 FR 61690, Dec. 1, 1994, as amended at 61
FR 29900, June 12, 1996; 64 FR 58968, Nov. 1,
1999; 65 FR 65629, Nov. 1, 2000; 66 FR 34765,
June 29, 2001]

§ 685.206 Borrower responsibilities
and defenses.

(a) The borrower shall give the school
the following information as part of
the origination process for a Direct
Subsidized, Direct Unsubsidized, or Di-
rect PLUS Loan:

(1) A statement, as described in 34
CFR part 668, that the loan will be used
for the cost of the student’s attend-
ance.

(2) Information demonstrating that
the borrower is eligible for the loan.

(3) Information concerning the out-
standing FFEL Program and Direct
Loan Program loans of the borrower
and, for a parent borrower, of the stu-
dent, including any Federal Consolida-
tion Loan or Direct Consolidation
Loan.

(4) A statement authorizing the
school to release to the Secretary in-
formation relevant to the student’s eli-
gibility to borrow or to have a parent
borrow on the student’s behalf (e.g.,
the student’s enrollment status, finan-
cial assistance, and employment
records).

(b)(1) The borrower shall promptly
notify the Secretary of any change of
name, address, student status to less
than half-time, employer, or employ-
er’s address; and

(2) The borrower shall promptly no-
tify the school of any change in address
during enrollment.

(c) Borrower defenses. (1) In any pro-
ceeding to collect on a Direct Loan, the
borrower may assert as a defense
against repayment, any act or omis-
sion of the school attended by the stu-
dent that would give rise to a cause of
action against the school under appli-
cable State law. These proceedings in-
clude, but are not limited to, the fol-
lowing:

(i) Tax refund offset proceedings
under 34 CFR 30.33.

(ii) Wage garnishment proceedings
under section 488A of the Act.

(iii) Salary offset proceedings for
Federal employees under 34 CFR part
31.

(iv) Credit bureau reporting pro-
ceedings under 31 U.S.C. 3711(f).

(2) If the borrower’s defense against
repayment is successful, the Secretary
notifies the borrower that the borrower
is relieved of the obligation to repay
all or part of the loan and associated
costs and fees that the borrower would
otherwise be obligated to pay. The Sec-
retary affords the borrower such fur-
ther relief as the Secretary determines
is appropriate under the cir-
cumstances. Further relief may in-
clude, but is not limited to, the fol-
lowing:

(i) Reimbursing the borrower for
amounts paid toward the loan volun-
tarily or through enforced collection.

(ii) Determining that the borrower is
not in default on the loan and is eligi-
ble to receive assistance under title IV
of the Act.

(iii) Updating reports to credit bu-
reaus to which the Secretary pre-
viously made adverse credit reports
with regard to the borrower’s Direct
Loan.

(3) The Secretary may initiate an ap-
propriate proceeding to require the
school whose act or omission resulted
in the borrower’s successful defense
against repayment of a Direct Loan to
pay to the Secretary the amount of the
loan to which the defense applies. How-
ever, the Secretary does not initiate
such a proceeding after the period for
the retention of records described in
§ 685.309(c) unless the school received
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