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(3) For the purposes of paragraph (h)
of this section, a lender is affiliated
with another lender if—

(i) The lenders are under the owner-
ship or control of the same entity or
individuals;

(ii) The lenders are wholly or partly
owned subsidiaries of the same parent
company; or

(iii) The directors, trustees, or gen-
eral partners (or individuals exercising
similar functions) of one of the lenders
constitute a majority of the persons
holding similar positions with the
other lender.

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1082, 1097)

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

[67 FR 60323, Dec. 18, 1992, as amended at 72
FR 62002, Nov. 1, 2007]

§682.213 Prohibition against the use
of the Rule of 78s.

For purposes of the calculations re-
quired by this part, a lender may not
use the Rule of 78s to calculate the out-
standing principal balance of a loan,
except for a loan made to a borrower
who entered repayment before June 26,
1987 and who was informed in the prom-
issory note that interest on the loan
would be calculated using the Rule of
78s. For those loans, the Rule of 78s
must be used for the life of the loan.

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1082)

[67 FR 60323, Dec. 18, 1992, as amended at 68
FR 75429, Dec. 31, 2003]

§682.214 Compliance with equal credit
opportunity requirements.

In making a Stafford loan on which
interest benefits are to be paid, a lend-
er shall comply with the equal credit
opportunity requirements of Regula-
tion B (12 CFR part 202). With regard to
Regulation B, the Secretary considers
the Stafford loan program to be a cred-
it-assistance program authorized by
Federal law for the benefit of an eco-
nomically disadvantaged class of per-
sons within the meaning of 12 CFR
202.8(a)(1). Therefore, under 12 CFR
202.8(d), the lender may request a loan
applicant to disclose his or her marital
status, income from alimony, child
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support, and separate maintenance in-
come, and spouse’s financial resources.

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

(Authority: 20 U.S.C. 1071-1087-2)

[67 FR 60323, Dec. 18, 1992, as amended at 58
FR 9119, Feb. 19, 1993; 64 FR 58965, Nov. 1,
1999]

§682.215 Teacher loan forgiveness pro-
gram.

(a) General. The teacher loan forgive-
ness program is intended to encourage
individuals to enter and continue in
the teaching profession. For new bor-
rowers, the Secretary repays the
amount specified in this paragraph on
the borrower’s subsidized and unsub-
sidized Federal Stafford Loans, Direct
Subsidized Loans, Direct Unsubsidized
Loans, and in certain cases, Federal
Consolidation Loans or Direct Consoli-
dation Loans. The forgiveness program
is only available to a borrower who has
no outstanding loan balance under the
FFEL Program or the Direct Loan Pro-
gram on October 1, 1998 or who has no
outstanding loan balance on the date
he or she obtains a loan after October
1, 1998. The borrower must have been
employed as a full-time teacher for five
consecutive complete academic years,
at least one of which was after the
1997-1998 academic year, in certain eli-
gible elementary or secondary schools
that serve low-income families. All
borrowers eligible for teacher loan for-
giveness may receive loan forgiveness
of up to a combined total of $5,000 on
the borrower’s eligible FFEL and Di-
rect Loan Program loans. If the bor-
rower taught for five consecutive years
as a highly qualified mathematics or
science teacher in an eligible sec-
ondary school or as a special education
teacher in an eligible elementary or
secondary school, the borrower may re-
ceive loan forgiveness of up to a com-
bined total of $17,500 on the borrower’s
eligible FFEL and Direct Loan Pro-
gram loans. The loan for which the bor-
rower is seeking forgiveness must have
been made prior to the end of the bor-
rower’s fifth year of qualifying teach-
ing service.

(b) Definitions. The following defini-
tions apply to this section:
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Academic year means one complete
school year at the same school, or two
complete and consecutive half years at
different schools, or two complete and
consecutive half years from different
school years at either the same school
or different schools. Half years exclude
summer sessions and generally fall
within a twelve-month period. For
schools that have a year-round pro-
gram of instruction, a minimum of
nine months is considered an academic
year.

Elementary school means a public or
nonprofit private school that provides
elementary education as determined by
State law or the Secretary if that
school is not in a State.

Full-time means the standard used by
a State in defining full-time employ-
ment as a teacher. For a borrower
teaching in more than one school, the
determination of full-time is based on
the combination of all qualifying em-
ployment.

Highly qualified means highly quali-
fied as defined in section 9101 of the El-
ementary and Secondary KEducation
Act of 1965, as amended.

Secondary school means a public or
nonprofit private school that provides
secondary education as determined by
State law or the Secretary if the school
is not in a State.

Teacher means a person who provides
direct classroom teaching or class-
room-type teaching in a non-classroom
setting, including Special Education
teachers.

(c) Borrower eligibility. (1) A borrower
may obtain loan forgiveness under this
program if he or she has been employed
as a full-time teacher for five consecu-
tive complete academic years, at least
one of which was after the 1997-1998
academic year, in an elementary or
secondary school that—

(i) Is in a school district that quali-
fies for funds under title I of the Ele-
mentary and Secondary Education Act
of 1965, as amended;

(i1) Has been selected by the Sec-
retary based on a determination that
more than 30 percent of the school’s
total enrollment is made up of children
who qualify for services provided under
title I; and

(iii) Is listed in the Annual Directory
of Designated Low-Income Schools for
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Teacher Cancellation Benefits. If this di-
rectory is not available before May 1 of
any year, the previous year’s directory
may be used. The Secretary considers
all elementary and secondary schools
operated by the Bureau of Indian Af-
fairs (BIA) or operated on Indian res-
ervations by Indian tribal groups under
contract with the BIA to qualify as
schools serving low-income students.

(2) If the school at which the bor-
rower is employed meets the require-
ments specified in paragraph (c)(1) of
this section for at least one year of the
borrower’s five consecutive complete
academic years of teaching and the
school fails to meet those requirements
in subsequent years, those subsequent
years of teaching qualify for purposes
of this section for that borrower.

(3) In the case of a borrower whose
five consecutive complete years of
qualifying teaching service began be-
fore October 30, 2004, the borrower—

(i) May receive up to $5,000 of loan
forgiveness if the borrower—

(A) Demonstrated knowledge and
teaching skills in reading, writing,
mathematics, and other areas of the el-
ementary school curriculum, as cer-
tified by the chief administrative offi-
cer of the eligible elementary school in
which the borrower was employed; or

(B) Taught in a subject area that is
relevant to the borrower’s academic
major as certified by the chief adminis-
trative officer of the eligible secondary
school in which the borrower was em-
ployed.

(ii) May receive up to $17,500 of loan
forgiveness if the borrower—

(A) Taught mathematics or science
on a full-time basis in an eligible sec-
ondary school and was a highly quali-
fied mathematics or science teacher; or

(B) Taught as a special education
teacher on a full-time basis to children
with disabilities in an eligible elemen-
tary or secondary school and was a
highly qualified special education
teacher whose special education train-
ing corresponded to the children’s dis-
abilities and who has demonstrated
knowledge and teaching skills in the
content areas of the elementary or sec-
ondary school curriculum.

(4) In the case of a borrower whose
five consecutive years of qualifying
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teaching service began on or after Oc-
tober 30, 2004, the borrower—

(i) May receive up to $5,000 of loan
forgiveness if the borrower taught full
time in an eligible elementary or sec-
ondary school and was a highly quali-
fied elementary or secondary school
teacher.

(ii) May receive up to $17,500 of loan
forgiveness if the borrower—

(A) Taught mathematics or science
on a full-time basis in an eligible sec-
ondary school and was a highly quali-
fied mathematics or science teacher; or

(B) Taught as a special education
teacher on a full-time basis to children
with disabilities in an eligible elemen-
tary or secondary school and was a
highly qualified special education
teacher whose special education train-
ing corresponded to the children’s dis-
abilities and who has demonstrated
knowledge and teaching skills in the
content areas of the elementary or sec-
ondary school curriculum.

(5) To qualify for loan forgiveness as
a highly qualified teacher, the teacher
must have been a highly qualified
teacher for all five years of eligible
teaching service.

(6) For teacher loan forgiveness ap-
plications received by the loan holder
on or after July 1, 2006, a teacher in a
private, non-profit elementary or sec-
ondary school who is exempt from
State certification requirements (un-
less otherwise applicable under State
law) may qualify for loan forgiveness
under paragraphs (c)(3)(ii) or (c)(4) of
this section if—

(i) The private school teacher is per-
mitted to and does satisfy rigorous
subject knowledge and skills tests by
taking competency tests in applicable
grade levels and subject areas;

(i1) The competency tests are recog-
nized by 5 or more States for the pur-
poses of fulfilling the highly qualified
teacher requirements under section
9101 of the Elementary and Secondary
Education Act of 1965; and

(iii) The private school teacher
achieves a score on each test that
equals or exceeds the average passing
score for those 5 states.

(7) The academic year may be count-
ed as one of the borrower’s five con-
secutive complete academic years if
the borrower completes at least one-
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half of the academic year and the bor-
rower’s employer considers the bor-
rower to have fulfilled his or her con-
tract requirements for the academic
year for the purposes of salary in-
creases, tenure, and retirement if the
borrower is unable to complete an aca-
demic year due to—

(i) A return to postsecondary edu-
cation, on at least a half-time basis,
that is directly related to the perform-
ance of the service described in this
section;

(ii) A condition that is covered under
the Family and Medical Leave Act of
1993 (FMLA) (29 U.S.C. 2601, et seq.); or

(iii) A call or order to active duty
status for more than 30 days as a mem-
ber of a reserve component of the
Armed Forces named in section 10101 of
title 10, United States Code.

(8) A borrower’s period of postsec-
ondary education, qualifying FMLA
condition, or military active duty as
described in paragraph (c)(7) of this
section, including the time necessary
for the borrower to resume qualifying
teaching no later than the beginning of
the next regularly scheduled academic
year, does not constitute a break in the
required five consecutive years of
qualifying teaching service.

(9) A borrower who taught in more
than one qualifying school during an
academic year and demonstrates that
the combined teaching was the equiva-
lent of full-time, as supported by the
certification of one or more of the chief
administrative officers of the schools
involved, is considered to have com-
pleted one academic year of qualifying
teaching.

(10) A borrower is not eligible for
teacher loan forgiveness on a defaulted
loan unless the borrower has made sat-
isfactory repayment arrangements to
re-establish title IV eligibility, as de-
fined in §682.200.

(11) A borrower may not receive loan
forgiveness for qualifying teaching
service under this section if the bor-
rower receives a benefit for the same
teaching service under subtitle D of
title I of the National and Community
Service Act of 1990.

(d) Forgiveness amount. (1) A qualified
borrower is eligible for forgiveness of
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up to $5,000, or up to $17,500 if the bor-
rower meets the requirements of para-
graphs (¢)(3)(ii) or (c)(4)(ii) of this sec-
tion. The forgiveness amount is de-
ducted from the aggregate amount of
the borrower’s subsidized or unsub-
sidized Federal Stafford or Federal
Consolidation Loan obligation that is
outstanding after the borrower com-
pletes his or her fifth consecutive com-
plete academic year of teaching as de-
scribed in paragraph (c) of this section.
Only the outstanding portion of the
consolidation loan that was used to
repay an eligible subsidized or unsub-
sidized Federal Stafford Loan, an eligi-
ble Direct Subsidized Loan, or an eligi-
ble Direct Unsubsidized Loan qualifies
for loan forgiveness under this section.

(2) A borrower may not receive more
than a total of $5,000, or $17,500 if the
borrower meets the requirements of
paragraphs (c)(3)(ii) or (c)(4)(ii) of this
section, in loan forgiveness for out-
standing principal and accrued interest
under both this section and under sec-
tion 34 CFR 685.217.

(3) The holder does not refund pay-
ments that were received from or on
behalf of a borrower who qualifies for
loan forgiveness under this section.

(e) Authoriced forbearance during
qualifying teaching service and discharge
processing. (1) A holder grants a for-
bearance—

(i) Under §682.211(h)(2)(ii)(C) and
(h)(3)(iii), in annual increments for
each of the years of qualifying teaching
service, if the holder believes, at the
time of the borrower’s annual request,
that the expected cancellation amount
will satisfy the anticipated remaining
outstanding balance on the loan at the
time of the expected cancellation;

(ii) For a period not to exceed 60 days
while the holder is awaiting a com-
pleted teacher loan forgiveness applica-
tion from the borrower; and

(iii) For the period beginning on the
date the holder receives a completed
loan forgiveness application to the
date the holder receives either a denial
of the request or the loan discharge
amount from the guaranty agency, in
accordance with paragraph (f) of this
section.

(2) At the conclusion of a forbearance
authorized under paragraph (e)(1) of
this section, the holder must resume
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collection activities and may capitalize
any interest accrued and not paid dur-
ing the forbearance period in accord-
ance with §682.202(b).

(3) Nothing in paragraph (e) of this
section restricts holders from offering
other forbearance options to borrowers
who do not meet the requirements of
paragraph (e)(1)(i) of this section.

(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)(i) 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 $17,500,
subject to paragraphs (c)(11), (d)(1),
(d)(2) and (£)(2)(iii) of this section.

(4) After being notified by the guar-
anty agency of its determination of the
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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.

(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, or up to $17,500, may also include
interest that accrues on the discharged
amount during the period from the
date on which the guaranty agency re-
ceived 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 forgiveness discharge.

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

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

[66 FR 65627, Nov. 1, 2000, as amended by 66
FR 34763, June 29, 2001; 71 FR 45702, Aug. 9,
2006; 71 FR 64398, Nov. 1, 2006; 73 FR 35495,
June 23, 2008]

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.
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(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,
and, if applicable, a post-deferment
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;

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