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(7) During the conditional discharge 
period, the borrower— 

(i) Is not required to make any pay-
ments on the loan; 

(ii) Is not considered past due or in 
default on the loan, unless the loan was 
past due or in default at the time the 
conditional discharge was granted; 

(iii) Must promptly notify the Sec-
retary of any changes in address or 
phone number; 

(iv) Must promptly notify the Sec-
retary if the borrower’s annual earn-
ings from employment exceed the 
amount specified in paragraph (b)(2)(i) 
of this section; and 

(v) Must provide the Secretary, upon 
request, with additional documenta-
tion or information related to the bor-
rower’s eligibility for discharge under 
this section. 

(8) If, during and at the end of the 
conditional discharge period, the bor-
rower continues to satisfy the eligi-
bility criteria for a total and perma-
nent disability discharge, as described 
in paragraph (b)(2) of this section, the 
balance of the loan is discharged. 

(9) If, at any time during or at the 
end of the three-year conditional dis-
charge period, the borrower does not 
continue to meet the eligibility re-
quirements for total and permanent 
disability discharge, the Secretary re-
sumes collection activity on the loan. 
The Secretary does not require the bor-
rower to pay any interest that accrued 
on the loan from the date of the initial 
determination described in paragraph 
(b)(6) of this section through the end of 
the conditional discharge period. 

(10) If the institution receives any 
payments from or on behalf of the bor-
rower on or attributable to a loan that 
has been assigned to the Secretary for 
determination of eligibility for a total 
and permanent disability discharge, 
the institution must forward those 
payments to the Secretary for cred-
iting to the borrower’s account. At the 
same time that the institution for-
wards the payment, it must notify the 
borrower that there is no obligation to 
make payments on the loan while it is 
conditionally discharged prior to a 
final determination of eligibility for a 
total and permanent disability dis-
charge, unless the Secretary directs 
the borrower otherwise. 

(11) When the Secretary makes a 
final determination to discharge the 
loan, the Secretary returns to the 
sender any payments received on the 
loan after the date the borrower be-
came totally and permanently dis-
abled. 

(c) No Federal reimbursement. No Fed-
eral reimbursement is made to an in-
stitution for cancellation of loans due 
to death or disability. 

(d) Retroactive. Cancellation for death 
or disability applies retroactively to 
all Defense, NDSL or Perkins loans. 

(Approved by the Office of Management and 
Budget under control number 1845–0019) 

(Authority: 20 U.S.C. 425 and 1087dd and sec. 
130(g)(2) of the Education Amendments of 
1976, Pub. L. 94–482) 

[52 FR 45758, Dec. 1, 1987, as amended at 53 
FR 49147, Dec. 6, 1988. Redesignated and 
amended at 59 FR 61413, 61415, Nov. 30, 1994; 
64 FR 58315, Oct. 28, 1999; 65 FR 65690, Nov. 1, 
2000; 66 FR 44007, Aug. 21, 2001] 

§ 674.62 No cancellation for prior serv-
ice—no repayment refunded. 

(a) No portion of a loan may be can-
celled for teaching. Head Start, volun-
teer or military service if the bor-
rower’s service is performed— 

(1) During the same period that he or 
she received the loan; or 

(2) Before the date the loan was dis-
bursed to the borrower. 

(b) The institution shall not refund a 
repayment made during a period for 
which the borrower qualified for a can-
cellation unless the borrower made the 
payment due to an institutional error. 

(Authority: 20 U.S.C. 425 and 1067ee) 

[52 FR 45758, Dec. 1, 1987. Redesignated at 59 
FR 61413, Nov. 30, 1994] 

§ 674.63 Reimbursement to institutions 
for loan cancellation. 

(a) Reimbursement for Defense loan 
cancellation. (1) The Secretary pays an 
institution each award year its share of 
the principal and interest canceled 
under §§ 674.55 and 674.59(a). 

(2) The institution’s share of can-
celled principal and interest is com-
puted by the following ratio: 
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Where I is the institution’s capital contribu-
tion to the Fund, and F is the Federal cap-
ital contribution to the Fund. 

(b) Reimbursement for NDSL and Fed-
eral Perkins loan cancellation. The Sec-
retary pays an institution each award 
year the principal and interest can-
celed from its student loan fund under 
§§ 674.53, 674.54, 674.56, 674.57, 674.58, 
674.59(b), and 674.60. The institution 
shall deposit this amount in its Fund. 

(Authority: 20 U.S.C. 428 and 1087ee) 

[52 FR 45758, Dec. 1, 1987. Redesignated and 
amended at 59 FR 61413, 61415, Nov. 30, 1994] 

§ 674.64 Discharge of student loan in-
debtedness for survivors of victims 
of the September 11, 2001, attacks. 

(a) Definition of terms. As used in this 
section— 

(1) Eligible public servant means an in-
dividual who— 

(i) Served as a police officer, fire-
fighter, other safety or rescue per-
sonnel, or as a member of the Armed 
Forces; and 

(ii)(A) Died due to injuries suffered in 
the terrorist attacks on September 11, 
2001; or 

(B) Became permanently and totally 
disabled due to injuries suffered in the 
terrorist attacks on September 11, 2001. 

(2) Died due to injuries suffered in the 
terrorist attacks on September 11, 2001 
means the individual— 

(i) Was present at the World Trade 
Center in New York City, New York, at 
the Pentagon in Virginia, or at the 
Shanksville, Pennsylvania site at the 
time of or in the immediate aftermath 
of the terrorist-related aircraft crashes 
on September 11, 2001, and the indi-
vidual died as a direct result of these 
crashes; or 

(ii) Died on board American Airlines 
flights 11 or 77 or United Airlines 
flights 93 or 175 on September 11, 2001. 

(3) Became permanently and totally dis-
abled due to injuries suffered in the ter-
rorist attacks on September 11, 2001 
means the individual was present at 
the World Trade Center in New York 
City, New York, at the Pentagon in 
Virginia, or at the Shanksville, Penn-
sylvania site at the time of or in the 
immediate aftermath of the terrorist- 
related aircraft crashes on September 
11, 2001, and the individual became per-

manently and totally disabled as a di-
rect result of these crashes. 

(i) An individual is considered perma-
nently and totally disabled if— 

(A) The disability is the result of a 
physical injury to the individual that 
was treated by a medical professional 
within 24 hours of the injury having 
been sustained or within 24 hours of the 
rescue; 

(B) The physical injury that caused 
the disability is verified by contem-
poraneous medical records created by 
or at the direction of the medical pro-
fessional who provided the medical 
care; and 

(C) The individual is unable to work 
and earn money due to the disability 
and the disability is expected to con-
tinue indefinitely or result in death. 

(ii) If the injuries suffered due to the 
terrorist-related aircraft crashes did 
not make the individual permanently 
and totally disabled at the time of or 
in the immediate aftermath of the at-
tacks, the individual may be consid-
ered to be permanently and totally dis-
abled for purposes of this section if the 
individual’s medical condition has de-
teriorated to the extent that the indi-
vidual is permanently and totally dis-
abled. 

(4) Immediate aftermath means, for an 
eligible public servant, the period of 
time from the aircraft crashes until 96 
hours after the crashes. 

(5) Present at the World Trade Center in 
New York City, New York, at the Pen-
tagon in Virginia, or at the Shanksville, 
Pennsylvania site means physically 
present at the time of the terrorist-re-
lated aircraft crashes or in the imme-
diate aftermath— 

(i) In the buildings or portions of the 
buildings that were destroyed as a re-
sult of the terrorist-related aircraft 
crashes; or 

(ii) In any area contiguous to the 
crash site that was sufficiently close to 
the site that there was a demonstrable 
risk of physical harm resulting from 
the impact of the aircraft or any subse-
quent fire, explosions, or building col-
lapses. Generally, this includes the im-
mediate area in which the impact oc-
curred, fire occurred, portions of build-
ings fell, or debris fell upon and injured 
persons. 
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