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(A) The minimum wage rate de-
scribed in section 6 of the Fair Labor
Standards Act of 1938; or

(B) An amount equal to 100 percent of
the poverty line for a family of two, as
determined in accordance with section
673(2) of the Community Services Block
Grant Act.

(iv) Is working full-time and has a
Federal education debt burden that
equals or exceeds 20 percent of the bor-
rower’s monthly income, and that in-
come, minus the borrower’s Federal
education debt burden, is less than 220
percent of the amount described in
paragraph (s)(6)(iii) of this section.

(v) Is not working full-time and has a
monthly income that—

(A) Does not exceed twice the
amount  described in paragraph
(s)(6)(iii) of this section; and

(B) After deducting an amount equal
to the borrower’s Federal education
debt burden, the remaining amount of
the borrower’s income does not exceed
the amount described in paragraph
(s)(6)(iii) of this section.

(vi) Is serving as a volunteer in the
Peace Corps.

(vii) In determining a borrower’s Fed-
eral education debt burden for purposes
of an economic hardship deferment
under paragraphs (s)(6)(iv) and (v) of
this section, the lender shall—

(A) If the Federal postsecondary edu-
cation loan is scheduled to be repaid in
10 years or less, use the actual monthly
payment amount (or a proportional
share if the payments are due less fre-
quently than monthly);

(B) If the Federal postsecondary edu-
cation loan is scheduled to be repaid in
more than 10 years, use a monthly pay-
ment amount (or a proportional share
if the payments are due less frequently
than monthly) that would have been
due on the loan if the loan had been
scheduled to be repaid in 10 years; and

(C) Require the borrower to provide
evidence that would enable the lender
to determine the amount of the month-
ly payments that would have been
owed by the borrower during the
deferment period.

(viii) For an initial period of
deferment granted under paragraphs
(s)(6)(iii) through (v) of this section,
the lender must require the borrower
to submit evidence showing the
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amount of the borrower’s monthly in-
come.

(ix) To qualify for a subsequent pe-
riod of deferment that begins less than
one year after the end of a period of
deferment under paragraphs (s)(6)(iii)
through (v) of this section, the lender
must require the borrower to submit
evidence showing the amount of the
borrower’s monthly income or a copy
of the borrower’s most recently filed
Federal income tax return.

(x) For purposes of paragraph (s)(6) of
this section, a borrower’s monthly in-
come is the gross amount of income re-
ceived by the borrower from employ-
ment and from other sources, or one-
twelfth of the borrower’s adjusted
gross income, as recorded on the bor-
rower’s most recently filed Federal in-
come tax return.

(xi) For purposes of paragraph (s)(6)
of this section, a borrower is consid-
ered to be working full-time if the bor-
rower is expected to be employed for at
least three consecutive months at 30
hours per week.
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§682.211 Forbearance.

(a)(1) The Secretary encourages a
lender to grant forbearance for the ben-
efit of a borrower or endorser in order
to prevent the borrower or endorser
from defaulting on the borrower’s or
endorser’s repayment obligation, or to
permit the borrower or endorser to re-
sume honoring that obligation after de-
fault. Forbearance means permitting
the temporary cessation of payments,
allowing an extension of time for mak-
ing payments, or temporarily accept-
ing smaller payments than previously
were scheduled.
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(2) Subject to paragraph (g) of this
section, a lender may grant forbear-
ance of payments of principal and in-
terest under paragraphs (b), (c), and (d)
of this section only if—

(i) The lender reasonably believes,
and documents in the borrower’s file,
that the borrower or endorser intends
to repay the loan but, due to poor
health or other acceptable reasons, is
currently unable to make scheduled
payments; or

(ii) The borrower’s payments of prin-
cipal are deferred under §682.210 and
the Secretary does not pay interest
benefits on behalf of the borrower
under §682.301.

(3) If two individuals are jointly lia-
ble for repayment of a PLUS loan or a
Consolidation loan, the lender may
grant forbearance on repayment of the
loan only if the ability of both individ-
uals to make scheduled payments has
been impaired based on the same or dif-
fering conditions.

(4) Except as provided in paragraph
(f)(9) of this section, if payments of in-
terest are forborne, they may be cap-
italized as provided in §682.202(b).

(b) A lender may grant forbearance
if—

(1) The lender and the borrower or
endorser agree to the terms of the for-
bearance and, unless the agreement
was in writing, the lender sends, within
30 days, a notice to the borrower or en-
dorser confirming the terms of the for-
bearance; or

(2) In the case of forbearance of inter-
est during a period of deferment, if the
lender informs the borrower at the
time the deferment is granted that in-
terest payments are to be forborne.

(¢) A lender may grant forbearance
for a period of up to one year at a time
if both the borrower or endorser and an
authorized official of the lender agree
to the terms of the forbearance. If the
lender and the borrower or endorser
agree to the terms orally, the lender
must notify the borrower or endorser
of the terms within 30 days of that
agreement.

(d) A guaranty agency may authorize
a lender to grant forbearance to permit
a borrower or endorser to resume hon-
oring the agreement to repay the debt
after default but prior to claim pay-
ment. The terms of the forbearance
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agreement in this situation must in-
clude a new signed agreement to repay
the debt.

(e) Except in the case of forbearance
of interest payments during a
deferment period, if a forbearance in-
volves the postponement of all pay-
ments, the lender must contact the
borrower or endorser at least once
every six months during the period of
forbearance to inform the borrower or
endorser of—

(1) The outstanding obligation to
repay;

(2) The amount of the unpaid prin-
cipal balance and any unpaid interest
that has accrued on the loan;

(3) The fact that interest will accrue
on the loan for the full term of the for-
bearance; and

(4) The borrower’s or endorser’s op-
tion to discontinue the forbearance at
any time.

(f) A lender may grant forbearance,
upon notice to the borrower or if appli-
cable, the endorser, with respect to
payments of interest and principal that
are overdue or would be due—

(1) For a properly granted period of
deferment for which the lender learns
the borrower did not qualify;

(2) Upon the beginning of an author-
ized deferment period under §682.210, or
an administrative forbearance period
as specified under paragraph (f)(11) or
(1)(2) of this section;

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

(4) For the period prior to the bor-
rower’s filing of a bankruptcy petition
as provided in §682.402(f).

(5) For the periods described in
§682.402(c) in regard to the borrower’s
total and permanent disability;

(6) For a period not to exceed an ad-
ditional 60 days after the lender has
suspended collection activity for the
initial 60-day period required pursuant
to §682.211(i)(6) and §682.402(b)(3), when
the lender receives reliable informa-
tion that the borrower (or student in
the case of a PLUS loan) has died;

(7) For periods necessary for the Sec-
retary or guaranty agency to deter-
mine the borrower’s eligibility for dis-
charge of the loan because of an unpaid
refund, attendance at a closed school
or false certification of loan eligibility,
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pursuant to §682.402(d) or (e), or the
borrower’s or, if applicable, endorser’s
bankruptcy, pursuant to §682.402(f); or

(8) For a period of delinquency at the
time a loan is sold or transferred, if the
borrower or endorser is less than 60
days delinquent on the loan at the time
of sale or transfer.

(9) For a period of delinquency that
may remain after a borrower ends a pe-
riod of deferment or mandatory for-
bearance until the next due date, which
can be no later than 45 days after the
period ends.

(10) For a period not to exceed 60
days necessary for the lender to collect
and process documentation supporting
the borrower’s request for a deferment,
forbearance, change in repayment plan,
or consolidation loan. Interest that ac-
crues during this period is not capital-
ized.

(11) For a period not to exceed 3
months when the lender determines
that a borrower’s ability to make pay-
ments has been adversely affected by a
natural disaster, a local or national
emergency as declared by the appro-
priate government agency, or a mili-
tary mobilization.

(g) In granting a forbearance under
this section, except for a forbearance
under paragraph (i)(5) of this section, a
lender shall grant a temporary ces-
sation of payments, unless the bor-
rower chooses another form of forbear-
ance subject to paragraph (a)(1) of this
section.

(h) Mandatory forbearance. (1) Medical
or dental interns or residents. Upon re-
ceipt of a request and sufficient sup-
porting documentation, as described in
§682.210(n), from a borrower serving in
a medical or dental internship or resi-
dency program, a lender shall grant
forbearance to the borrower in yearly
increments (or a lesser period equal to
the actual period during which the bor-
rower is eligible) if the borrower has
exhausted his or her eligibility for a
deferment under §682.210(n), or the bor-
rower’s promissory note does not pro-
vide for such a deferment—

(i) For the length of time remaining
in the borrower’s medical or dental in-
ternship or residency that must be suc-
cessfully completed before the bor-
rower may begin professional practice
or service; or
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(ii) For the length of time that the
borrower is serving in a medical or den-
tal internship or residency program
leading to a degree or certificate
awarded by an institution of higher
education, a hospital, or a health care
facility that offers postgraduate train-
ing.

(2) Borrowers who are not medical or
dental interns or residents, and endorsers.
Upon receipt of a request and sufficient
supporting documentation from an en-
dorser (if applicable), or from a bor-
rower (other than a borrower who is
serving in a medical or dental intern-
ship or residency described in para-
graph (h)(1) of this section), a lender
shall grant forbearance—

(i) In increments up to one year, for
periods that collectively do not exceed
three years, if—

(A) The borrower or endorser is cur-
rently obligated to make payments on
Title IV loans; and

(B) The amount of those payments
each month (or a proportional share if
the payments are due less frequently
than monthly) is collectively equal to
or greater than 20 percent of the bor-
rower’s or endorser’s total monthly in-
come,;

(i) In yearly increments (or a lesser
period equal to the actual period dur-
ing which the borrower is eligible) for
as long as a borrower—

(A) Is serving in a national service
position for which the borrower re-
ceives a national service educational
award under the National and Commu-
nity Service Trust Act of 1993,

(B) Is performing the type of service
that would qualify the borrower for a
partial repayment of his or her loan
under the Student Loan Repayment
Programs administered by the Depart-
ment of Defense under 10 U.S.C. 2171; or

(C) Is performing the type of service
that would qualify the borrower for
loan forgiveness and associated for-
bearance under the requirements of the
teacher loan forgiveness program in
§682.215.

(3) Written agreement. The terms of
the forbearance must be agreed to in
writing—

(i) By the lender and the borrower for
a forbearance under paragraphs (h)(1)
or (h)(2)(ii)(A) of this section; or
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(ii) By the lender and the borrower or
endorser for a forbearance under para-
graph (h)(2)(i) of this section.

(4) Documentation. (i) Before granting
a forbearance to a borrower or endorser
under paragraph (h)(2)(i) of this sec-
tion, the lender shall require the bor-
rower or endorser to submit at least
the following documentation:

(A) Evidence showing the amount of
the most recent total monthly gross
income received by the borrower or en-
dorser from employment and from
other sources; and

(B) Evidence showing the amount of
the monthly payments owed by the
borrower or endorser to other entities
for the most recent month for the bor-
rower’s or endorser’s Title 1V loans.

(ii) Before granting a forbearance to
a borrower or endorser under para-
graph (h)(2)(ii)(B) of this section, the
lender shall require the borrower or en-
dorser to submit documentation show-
ing the beginning and ending dates
that the Department of Defense con-
siders the borrower to be eligible for a
partial repayment of his or her loan
under the Student Loan Repayment
Programs.

(iii) Before granting a forbearance to
a borrower under paragraph (h)(2)(ii)(C)
of this section, the lender must require
the borrower to—

(A) Submit documentation for the pe-
riod of the annual forbearance request
showing the beginning and anticipated
ending dates that the borrower is ex-
pected to perform, for that year, the
type of service described in §682.215(c);
and

(B) Certify the borrower’s intent to
satisfy the requirements of §682.215(c).

(i) Mandatory administrative forbear-
ance. (1) The lender shall grant a man-
datory administrative forbearance for
the periods specified in paragraph (i)(2)
of this section until the lender is noti-
fied by the Secretary or a guaranty
agency that the forbearance period no
longer applies. The lender may not re-
quire a borrower who is eligible for a
forbearance under paragraph (i)(2)(ii) of
this section to submit a request or sup-
porting documentation, but shall re-
quire a borrower (or endorser, if appli-
cable) who requests forbearance be-
cause of a military mobilization to pro-
vide documentation showing that he or
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she is subject to a military mobiliza-
tion as described in paragraph (i)(4) of
this section.

(2) The lender is not required to no-
tify the borrower (or endorser, if appli-
cable) at the time the forbearance is
granted, but shall grant a forbearance
to a borrower or endorser during a pe-
riod, and the 30 days following the pe-
riod, when the lender is notified by the
Secretary that—

(i) Exceptional circumstances exist,
such as a local or national emergency
or military mobilization; or

(ii) The geographical area in which
the borrower or endorser resides has
been designated a disaster area by the
president of the United States or Mex-
ico, the Prime Minister of Canada, or
by a Governor of a State.

(3) As soon as feasible, or by the date
specified by the Secretary, the lender
shall notify the borrower (or endorser,
if applicable) that the lender has grant-
ed a forbearance and the date that pay-
ments should resume. The lender’s no-
tification shall state that the borrower
or endorser—

(i) May decline the forbearance and
continue to be obligated to make
scheduled payments; or

(if) Consents to making payments in
accordance with the lender’s notifica-
tion if the forbearance is not declined.

(4) For purposes of paragraph (i)(2)(i)
of this section, the term ““military mo-
bilization’ shall mean a situation in
which the Department of Defense or-
ders members of the National Guard or
Reserves to active duty under sections
688, 12301(a), 12301(g), 12302, 12304, and
12306 of title 10, United States Code.
This term also includes the assignment
of other members of the Armed Forces
to duty stations at locations other
than the locations at which they were
normally assigned, only if the military
mobilization involved the activation of
the National Guard or Reserves.

(5) The lender shall grant a manda-
tory administrative forbearance to a
borrower (or endorser, if applicable)
during a period when the borrower (or
endorser, if applicable) is making pay-
ments for a period of—

(i) Up to 3 years of payments in cases
where the effect of a variable interest
rate on a standard or graduated repay-
ment schedule would result in a loan
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not being repaid within the maximum
repayment term; or

(if) Up to 5 years of payments in
cases where the effect of decreased in-
stallment amounts paid under an in-
come-sensitive repayment schedule
would result in the loan not being re-
paid within the maximum repayment
term.

(6) The lender shall grant a manda-
tory administrative forbearance to a
borrower for a period not to exceed 60
days after the lender receives reliable
information indicating that the bor-
rower (or student in the case of a PLUS
loan) has died, until the lender receives
documentation of death pursuant to
§682.402(b)(3).

(Approved by the Office of Management and
Budget under control number 1845-0020)
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(a) No points, premiums, payments,
or additional interest of any kind may
be paid or otherwise extended to any
eligible lender or other party in order
to—

(1) Secure funds for making loans; or

(2) Induce a lender to make loans to
either the students or the parents of
students of a particular school or par-
ticular category of students or their
parents.

(b) The following are examples of
transactions that, if entered into for
the purposes described in paragraph (a)
of this section, are prohibited:

(1) Cash payments by or on behalf of
a school made to a lender or other
party.

(2) The maintaining of a compen-
sating balance by or on behalf of a
school with a lender.

(3) Payments by or on behalf of a
school to a lender of servicing costs on
loans that the school does not own.

(4) Payments by or on behalf of a
school to a lender of unreasonably high

Prohibited transactions.
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servicing costs on loans that the school
does own.

(5) Purchase by or on behalf of a
school of stock of the lender.

(6) Payments ostensibly made for
other purposes.

(c) Except when purchased by the
Student Loan Marketing Association,
an agency of any State functioning as
a secondary market or in any other cir-
cumstances approved by the Secretary,
notes, or any interest in notes, may
not be sold or otherwise transferred at
discount if the underlying loans were
made—

(1) By a school; or

(2) To students or parents of students
attending a school by a lender having
common ownership with that school.

(d) Except to secure a loan from the
Student Loan Marketing Association
or an agency of a State functioning as
a secondary market or in other cir-
cumstances approved by the Secretary,
a school or lender (with respect to a
loan made to a student, or a parent of
a student, attending a school having
common ownership with that lender),
may not use a loan made under the
FFEL programs as collateral for any
loan bearing aggregate interest and
other charges in excess of the sum of
the interest rate applicable to the loan
plus the rate of the most recently pre-
scribed  special allowance under
§682.302.

(e) The prohibitions described in
paragraphs (a), (b), (c), and (d) of this
section apply to any school, lender, or
other party that would participate in a
proscribed transaction.

(f) This section does not preclude a
buyer of loans made by a school from
obtaining from the loan seller a war-
ranty that—

(1) Covers future reductions by the
Secretary or a guaranty agency in
computing the amount of loss payable
on default claims filed on the loans, if
the reductions are attributable to an
act, or failure to act, on the part of the
seller or previous holder; and

(2) Does not cover matters for which
a purchaser is charged with responsi-
bility under this part, such as due dili-
gence in collecting loans.

(g) Section 490(c) of the Act provides
that any person who knowingly and
willfully makes an unlawful payment
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