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Issue Paper #13
Proposed Regulatory Language
Loans Group

Issue: Total and Permanent Disability Discharge: Single Application Process
Statutory Cites: §8437(a), 464(c)(1)(F), and 464(k)
Regulatory Cites: §5674.61(b), 682.402(c), 682.402(g), 682.402(h), 682.402(k), 682.402(r),

685.213, and 686.42(B)

Summary of Change: Revised Perkins and FFEL regulations to provide for direct application to the
Department of Education for total and permanent disability discharge requests.

Change: See “Proposed Regulatory Language for Issue Papers 13, 14, and 15”

Issue Paper #14
Proposed Regulatory Language
Loans Group

Issue: Total and Permanent Disability Discharge: Borrower Notification of Denial
Statutory Cites: §8437(a), 464(c)(1)(F), and 464(k)
Regulatory Cites: §8§674.61(b)(3)(ii), 682.402(c)(3)(iii), and 685.213(b)(2)(iii)

Summary of Change: Modified regulations in the Perkins, FFEL, and Direct Loan program to provide
more detailed information to borrowers in the TPD denial letters.

Change: See “Proposed Regulatory Language for Issue Papers 13, 14, and 15”

Issue Paper #15
Proposed Regulatory Language
Loans Group

Issue: Total and Permanent Disability Discharge: Post-Discharge Monitoring of
Employment Earnings

Statutory Cites: §8437(a), 464(c)(1)(F), and 464(k)
Regulatory Cites: §8674.61(b)(5)(i), 682.402(c)(5)(i)(A), and 685.213(b)(4)(i)(A)

Summary of Change: Modified Perkins, FFEL, and Direct Loan regulations to conduct post-discharge
income monitoring on a calendar-year basis, beginning with the first complete calendar year after the
Department grants a total and permanent disability discharge.

Change: See “Proposed Regulatory Language for Issue Papers 13, 14, and 15.”
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Proposed Regulatory Language
for Issue Papers 13, 14, and 15
Loans Group
Change:

§ 674.61 Discharge for death or disability

(b) Total and permanent disability as defined in §674.51(aa)(1) —(1) General.(i) A borrower's

Defense, NDSL, or Perkins loan is discharged if the borrower becomes totally and permanently disabled,
as defined in §674.51(aa)(1), and satisfies the additional eligibility requirements eentained in this
section.

(ii) For purposes of §674.61(b), a borrower’s representative is a member of the borrower’s family,

the borrower’s attorney, or another individual authorized to act on behalf of the borrower in connection
with the borrower’s total and permanent disability discharge request.

(2) Discharge application process for borrowers who have a total and permanent disability as defined
in §674.51(aa)(1). (i) If the borrower or the borrower’s representative notifies the institution that the
borrower claims to be totally and permanently disabled as defined in §674.51(aa)(1), the institution
must—

(A) Direct the borrower to submit an application for total and permanent disability discharge to the
Secretary; and

(B) Grant a forbearance to the borrower in accordance with §674.33(d)(5)(ii). The forbearance
period may not exceed 90 days.

) Datanca ND

—a The borrower or borrower’s representative must submit to the
Secretary an application for total and permanent disability discharge discharge-applicationon a form
approved by the Secretary. te-the-institution-that-helds-theloan:

fi-(iii) The application must contain a certification by a physician, who is a doctor of medicine or

osteopathy legally authorized to practice in a State, that the borrower is totally and permanently
disabled as defined in §674.51(aa)(1).

(iv) The borrower or borrower’s representative must submit the application described in paragraph
(b)(2)(ii) of this section to the Secretary within 90 days of the date the physician certifies the application.

(v) After the Secretary receives the application described in paragraph (b)(2)(ii) of this section, the

Secretary identifies any other title IV loans owed by the borrower and notifies the borrower and the

holders of the loans that the borrower has applied for a disability discharge on those loans.

(vi) If the application is incomplete, the Secretary notifies the borrower of the missing information
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and requests the missing information from the borrower, the borrower’s representative, or the
physician who provided the certification, as appropriate. The Secretary does not make a determination

of eligibility until the application is complete.
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(vii) The Jender notification described in paragraph (b)(2)(v) of this section directs the borrower’s
loan holders to suspend collection activity on the borrower’s title IV loans.
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(A) States that the application will be reviewed by the Secretary; [Formatted: Font: Calibri, 11 pt

(viii) The borrower notification described in paragraph (b)(2)(v) of this section—
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(B) Informs the borrower that the borrower’s lenders will suspend collection activity on the
borrower’s title IV loans while the Secretary reviews the borrower’s application for discharge; and
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(C) Explains the process under paragraph (b)(3) of this section for the Secretary’s review of total and
permanent disability discharge applications.
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(33) Secretary's eligibility-determinationreview of the total and permanent disability discharge

application . (i) If, after reviewing the borrower’s completed application, the Secretary determines that [Formatted: Font: Calibri, 11 pt ]
the physician’s certification supports the conclusion that the borrower is totally and permanently
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disabled as defined in §674.51(aa)(1), the borrower is considered totally and permanently disabled as of
the date the physician certifies the borrower’s application.

(i) The Secretary may require the borrower to submit additional medical evidence if the Secretary [Formatted: Font: Calibri, 11 pt

determines that the borrower’s application does not conclusively prove that the borrower is totally and
permanently disabled as defined in §674.51(aa)(1). As part of the Secretary’s review of the borrower’s

discharge application, the Secretary may require and arrange for an additional review of the borrower’s [Formatted: Font: Calibri, 11 pt

condition by an independent physician at no expense to the borrower.

[Formatted: Font: Calibri, 11 pt

After determining that the borrower is totally and permanently disabled as defined in §674.51(aa)(1),
the Secretary notifies the borrower and the borrower’s lenders that the application for a disability
discharge has been approved. With this notification, the Secretary directs each institution holding a
Defense, NDSL, or Perkins Loan made to the borrower to assign the loan to the Secretary.thattheloan

has-beendischarged:

(iv) After the loan is assigned, the Secretary discharges the borrower’s obligation to make further
payments on the loan and notifies the borrower and the institution that the loan has been discharged.
The notification to the borrower explains the terms and conditions under which the borrower's
obligation to repay the loan will be reinstated, as specified in paragraph (b)(56) of this section._Any
payments received after the date the physician certified the borrower’s loan discharge application are

returned to the person who made the payments on the loan in accordance with paragraph (b)(8) of this [Formatted: Font: Calibri, 11 pt

section. [ Formatted: Font: Calibri, 11 pt

(#v) If the Secretary determines that the certification provided by the borrower does not support the
conclusion that the borrower is totally and permanently disabled as defined in §674.51(aa)(1), the
Secretary notifies the borrower and the institution that the application for a disability discharge has
been denied.;2 i e e i
pete: The notification includes—

(A) The reason or reasons for the denial;

(B) An explanation that the loan is due and payable to the institution under the terms of the
promissory note;

(C) An explanation that the institution will notify the borrower of the date the borrower must
resume making payments on the loan;

(D) An explanation of how the borrower may request that the Secretary re-evaluate the application
for discharge by providing, within 12 months of the date of the notification, additional information that
supports the borrower’s eligibility for discharge; and

(E) An explanation of how the borrower may submit a new application for total and permanent
disability discharge if the borrower does not request re-evaluation of the borrower’s prior discharge
application within the timeframe specified by the Secretary.

(vi) If the borrower requests re-evaluation in accordance with paragraph (b)(3)(v)(D) of this section
or submits a new total and permanent disability discharge application in accordance with paragraph
(c)(3)(v)(E) of this section, the request must include new information regarding the borrower’s disabling
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condition that was not available at the time the Secretary reviewed the borrower’s initial application for
a total and permanent disability discharge.

(4) Treatment of disbursements made during the period from the date of the physician's certification

until the date of discharge. If a borrower received a title IV loan or TEACH Grant before the date the

physician certified the borrower's discharge application and a disbursement of that loan or grant is
made during the period from the date of the physician's certification until the date the Secretary grants
a discharge under this section, the processing of the borrower's loan discharge request will be
suspended until the borrower ensures that the full amount of the disbursement has been returned to
the loan holder or to the Secretary, as applicable.

(5) Application for new title IV loans or TEACH Grants after the date of the physician’s certification. If
a borrower initiates an application for a new title IV loan or TEACH Grant on or after the date the
physician certified the borrower’s discharge application, the Secretary denies the borrower’s discharge
request and resumes collection on the borrower’s loans.

(56) Conditions for reinstatement of a loan after a total and permanent disability discharge. (i) The
Secretary reinstates athe borrower's obligation to repay a loan that was discharged in accordance with
paragraph (b)(3)(iii) of this section if ~within-three-yearsafterthe-datethe Seeretary-granted-the
disehargethe-borrower—

(A) During the three calendar year period beginning on January 1 of the first calendar year after the

[Formatted: Font: Calibri, 11 pt
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date the Secretary granted the discharge, the borrower Hhas annual earnings from employment that
exceed 100 percent of the poverty guideline for a family of two, as published annually by the United
States Department of Health and Human Services pursuant to 42 U.S.C. 9902(2);

(B) During the period from the date the Secretary granted the discharge until the end of the three
calendar year period specified in paragraph (b)(6)(i)(A) of this section, the borrower receives a new
TEACH Grant or a new loan under the Perkins,-FFEL or Direct Loan programs, except for a FrEL-erDirect
Consolidation Loan that includes loans that were not discharged; or

(C) The borrower fFails to ensure that the full amount of any disbursement of a Ftitle IV loan or
TEACH Grant received prior to the discharge date that is made during the period from the date the
Secretary granted the discharge until the end of the three calendar year period specified in paragraph
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(b)(6)(i)(A) of this section is returned to the loan holder or to the Secretary, as applicable, within 120
days of the disbursement date.

(ii) If athe borrower's obligation to repay a loan is reinstated, the Secretary—
(A) Notifies the borrower that the borrower's obligation to repay the loan has been reinstated; and

(B) Does not require the borrower to pay interest on the loan for the period from the date the loan
was discharged until the date the borrower's obligation to repay the loan was reinstated.

(iii) The Secretary's notification under paragraph (b)(56)(ii)(A) of this section will include—
(A) The reason or reasons for the reinstatement;

(B) An explanation that the first payment due date on the loan following reinstatement will be no
earlier than 60 days after the date of the notification of reinstatement; and

(C) Information on how the borrower may contact the Secretary if the borrower has questions about
the reinstatement or believes that the obligation to repay the loan was reinstated based on incorrect
information.

(67) Borrower's responsibilities after a total and permanent disability discharge. During thethree-
year periods described in paragraphs (b)(56)(i)(A) and (b)(6)(i)(B) of this section, the borrower or, if
applicable, the borrower's representative must—

(i) MustpPromptly notify the Secretary of any changes in address or phone number;

(i) MustpPromptly notify the Secretary if the borrower's annual earnings from employment exceed
the amount specified in paragraph (b)(56)(i)(A) of this section; and

(iii) MustpProvide the Secretary, upon request, with documentation of the borrower's annual
earnings from employment.

(#8) Payments recelved after the physician's cert:flcatlon of total and permanent disability. (i) If ;

3 g ion-the institution receives
any payments from or on behalf of the borrower onor attr|butab|e toa Ioan that washas been assigned
to the Secretary ferbased on the Secretary’s determination of eligibility for a total and permanent

disability discharge, the institution must ferward-thesepaymentsto-the Secretary-forcreditingto-the
berrowersaceeuntreturn the payments to the sender.

(i) At the same time that the institution ferwardsreturns the payments, it must notify the borrower
that there is no obligation to make payments on the Ioan priorto-the Secretary's determinationof

eligibility-forafter it has been discharged due to a total and permanent disability discharge,unless unless
the loan is reinstated in accordance with §674.61(b)(6), or the Secretary directs the borrower otherwise.

(iii) When the Secretary makes-a-determinatiente discharges the loan, the Secretary returns to the
sender any payments received on the Ioan after the date the ph*srem%ertrﬁed—the—bborrowers became
totally and permanently disabled.
Eheleans
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(c) Total and permanent disability discharges for veterans —(1) General. A veteran's Defense, NDSL,
or Perkins loan will be discharged if the veteran is totally and permanently disabled, as defined in

4
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§674.51(aa)(2). g
(2) Discharge application process for veterans who have a total and permanent disability as defined
in §674.51(aa)(2). (i) If a veteran or veteran’s representative notifies the institution that the veteran [Formatted: Font: Calibri, 11 pt J
claims to be totally and permanently disabled as defined in §674.51(aa)(2), the institution must— [Formatted: Font: Calibri, 11 pt ]
(A) Direct the veteran to submit an application for a total and permanent disability discharge to the [Formatted: Font: Calibri, 11 pt ]
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Secretary an application for total and permanent disability discharge on a form a-dischargeapplication [Formatted: Font: Calibri, 11 pt, Not ltalic ]
approved by the Secretary. [Formatted: Font: Calibri, 11 pt, Not Italic J
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the Department of Veterans Affairs showing that the Department of Veterans Affairs has determined [Formatted: Font: Calibri, 11 pt J
that the veteran is unemployable due to a service-connected disability. The veteran will not be required [Formatted' Font: Calibri, 11 pt J
to provide any additional documentation related to the veteran's disability. —
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(iv) After the Secretary receives the application and supporting documentation described in [Formatted: Font: Calibri, 11 pt }
paragraphs (c)(2)(ii) and (c)(2)(iii) of this section, the Secretary identifies any other title IV loans owed by [Formatted: Font: Calibri, 11 pt J
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(3) Secretary's determination-of-eligibilityreview of the total and permanent disability discharge

application. (i) If, after reviewing the veteran’s completed application, the Secretary determines, based [Formatted: Font: Calibri, 11 pt

on a review of the documentation from the Department of Veterans Affairs, that the veteran is totally
and permanently disabled as defined in §674.51(aa)(2), the Secretary notifies the veteran and the
veteran’s lenders that the application for disability discharge has been approved. With this notification,
the Secretary directs each institution holding a Direct, NDSL, or Perkins Loan made to the veteran to
discharge the loan.instution-aithisdatermination—and-thetnstitntionrause -

(i) The institution returns any payments received on or after the effective date of the date of the
determination by the Department of Veterans Affairs that the veteran is unemployable due to a service-
connected disability to the person who made the payments.

(#iv) If the Secretary determines, based on a review of the documentation from the Department of
Veterans Affairs, that the veteran is not totally and permanently disabled as defined in §674.51(aa)(2),
the Secretary notifies the veteran, and the institution that the application for a disability discharge has

been denied. efthis-determination,and-theinstitution-mustresume collection-ontheloan: The
notification includes—
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(A) The reason or reasons for the denial;

(B) An explanation that the loan is due and payable to the institution under the terms of the
promissory note;

(C) An explanation that the institution will notify the borrower of the date the borrower must
resume making payments on the loan;

(D) An explanation of how the veteran may request that the Secretary re-evaluate the veteran’s
application for discharge by providing, within 12 months of the date of the notification, additional
documentation from the Department of Veterans Affairs that supports the veteran’s eligibility for
discharge; and

(E) Information on how the veteran my reapply for a total and permanent disability discharge in
accordance with the procedures described in paragraphs (b)(1) through (b)(8) of this section, if the
documentation from the Department of Veterans Affairs does not indicate that the veteran is totally and
permanently disabled as defined in §674.51(aa)(2), but indicates that the veteran may be totally and
permanently disabled as defined in §674.51(aa)(1).

(d) No Federal reimbursement. No Federal reimbursement is made to an institution for
eaneellationdischarge of loans due to death or disability.

* ok  k ok ok

§ 682.402 Death, disability, closed school, false certification, unpaid refunds, and bankruptcy
payments.

(c)(1) Total and permanent disability. (i) A borrower's loan is discharged if the borrower becomes
totally and permanently disabled, as defined in §682.200(b), and satisfies the eligibility requirements in
this section.

(i) For a borrower who becomes totally and permanently disabled as described in paragraph (1) of
the definition of that term in §682.200(b), the borrower's loan discharge application is processed in
accordance with paragraphs (c)(2) through (#8) -of this section.

(iii) For a veteran who is totally and permanently disabled as described in paragraph (2) of the
definition of that term in §682.200(b), the veteran's loan discharge application is processed in
accordance with paragraph (c)(89) -of this section.

(iv) For purposes of §682.402(c), a borrower’s representative is a member of the borrower’s family, [Formatted: Font: Calibri, 11 pt J
the borrower’s attorney, or another individual authorized to act on behalf of the borrower in connection (' Formatted: Font: Calibri, 11 pt )
with the borrower’s total and permanent disability discharge request. [Formatted: Font: Calibri, 11 pt, Not Highlight}

(2) Discharge application process for a borrower who is totally and permanently disabled as
described in paragraph (1) of the defmlt/on of that term in §682 200(b) Aﬁter—bemg—net—iﬁed—by—t—he

é%sab#eel,—the%née#premptly—reqaes%s—tha{—t (i) If the borrower or the borrower s representatlve

notifies the lender that the borrower claims to be totally and permanently disabled as described in
paragraph (1) of the definition of that term in §682.200(b), the lender must—
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(A) Direct the borrower to submit an application for total and permanent disability discharge to the
Secretary; and

(B) Grant a forbearance to the borrower in accordance with §682.211(f)(5). The forbearance period

o 0 G U U U U U U U U

may not exceed 90 days. The lender may capitalize, in accordance with §682.202(b), any interest [Formatted: Font: Calibri, 11 pt
accrued and not paid during that period.

(i) The borrower or borrower’s representative must submit to the Secretary an application for a
total and permanent disability dischargesubmit-a-discharge-apphicationto-thelender on a-form
approved by the Secretary.

(iii) The application must contain a certification by a physician, who is a doctor of medicine or [Formatted: Font: Calibri, 11 pt
osteopathy legally authorized to practice in a State, that the borrower is totally and permanently
disabled as described in paragraph (1) of the definition of that term in §682.200(b).

(iv) The borrower or borrower’s representative must submit the application described in paragraph
(c)(2)(ii) of this section to the Secretary within 90 days of the date the physician certifies the application.

(v) After the Secretary receives the application described in paragraph (c)(2)(ii) of this section, the [Formatted: Font: Calibri, 11 pt
Secretary identifies any other title IV loans owed by the borrower and notifies the borrower, the holders [Formatted: Font: Calibri, 11 pt
of the loans, and the applicable guaranty agencies, that the borrower has applied for a disability [Formatted: Font: Calibri, 11 pt
discharge on those loans. NN\ —
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(vi) If the application is incomplete, the Secretary notifies the borrower of the missing information ‘[Formatted: Font: Calibri, 11 pt
and requests the missing information from the borrower, the borrower’s representative, or the [Formatted: Font; Calibri, 11 pt
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(vii) The lender notification described in paragraph (c)(2)(v) of this section directs the borrower’s ; [Formatted: Font: Calibri, 11 pt
loan holders to suspend collection activity on the borrower’s title IV loans. . [Formatted: Font: Calibri, 11 pt
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(viii) The borrower notification described in paragraph (c)(2)(v) of this section— \ [ — P
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(A) States that the application will be reviewed by the Secretary; [Formatted: Font: Calibri, 11 pt
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(B) Informs the borrower that the borrower’s lenders will suspend collection activity on the [ — P

borrower’s title IV loans while the Secretary reviews the borrower’s application for a discharge; and [Formatted. Font: Calibri, 11 pt
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(3) Secretary's review of total and permanent disability discharge application eligibiity [ Formatted: Font: Calibri, 11 pt

determination. (i) If, after reviewing the borrower's completed application, the Secretary determines
that the physician’s certification previded-by-the-berrewer supports the conclusion that the borrower is
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totally and permanently disabled, as described in paragraph (1) of the definition of that term in
§682.200(b), the borrower is considered totally and permanently disabled as of the date the physician
certifieds the borrower's application.

(ii) The Secretary may require the borrower to submit additional medical evidence if the Secretary

determines that the borrower's application does not conclusively prove that the borrower is totally and
permanently disabled as described in paragraph (1) of the definition of that term in §682.200(b). As part
of the Secretary's review of the borrower's discharge application, the Secretary may require and arrange

[Formatted: Font: Calibri, 11 pt

[Formatted: Font: Calibri, 11 pt

[Formatted: Font: Calibri, 11 pt

for an additional review of the borrower's condition by an independent physician at no expense to the
borrower.

(iii) Ypen-makinga-determinationAfter determining that the borrower is totally and permanently

disabled as described in paragraph (1) of the definition of that term in §682.200(b), the Secretary
notifies the borrower and the borrower’s lenders that the application for a disability discharge has been
approved. With this notification, the Secretary directs each lender to submit a disability claim to the
guaranty agency and the guaranty agency assigns the loan to the Secretary.

(iv) After the loan is assigned, the Secretary discharges the borrower's obligation to make further
payments on the loan and notifies the borrower and the lender that the loan has been discharged.-An:,t

A= The notlflcatlon to the borrower explains
the terms and condltlons under WhICh the borrower's obligation to repay the loan will be reinstated, as
specified in paragraph (c)(56)(i) of this section. Any payments received after the date the physician
certified the borrower's loan discharge application are returned to the person who made the payments
on the loan

(#iv) If the Secretary determines that the certification provided by the borrower does not support
the conclusion that the borrower is totally and permanently disabled as described in paragraph (1) of
the definition of that term in §682.200(b), the Secretary notifies the borrower and the lender that the
application for a disability discharge has been denied. The notification includes--

(A) The reason or reasons for the denial;

(B) -are-tAn explanation that the loan is due and payable to the Seeretarylender under the terms of

the promissory note;

(C) An explanation that the lender will notify the borrower of the date the borrower must resume
making payments on the loan;

(D) An explanation of how the borrower may request that the Secretary re-evaluate the application
for discharge by providing, within 12 months of the date of the notification, additional information that
supports the borrower’s eligibility for discharge; and

(E) An explanation of how the borrower may submit a new application for total and permanent
disability discharge if the borrower does not request re-evaluation of the borrower’s prior discharge
application within the timeframe specified by the Secretary.

(vi) If the borrower requests re-evaluation in accordance with paragraph (c)(3)(v)(D) of this section
or submits a new total and permanent disability discharge application in accordance with paragraph
(c)(3)(v)(E) of this section, the request must include new information regarding the borrower’s disabling
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[Formatted: Font: Calibri, 11 pt

[Formatted: Font: Calibri, 11 pt




MEETING 2
FEBRUARY 13-17, 2012

condition that was not available at the time the Secretary reviewed the borrower’s initial application for
a total and permanent disability discharge.

(44) Treatment of disbursements made during the period from the date of the physician's
certification until the date of discharge. If a borrower received a Ftitle IV loan or TEACH Grant prierte
before the date the physician certified the borrower's discharge application and a disbursement of that
loan or grant is made during the period from the date of the physician's certification until the date the
Secretary grants a discharge under this section, the processing of the borrower's loan discharge request
will be suspended until the borrower ensures that the full amount of the disbursement has been
returned to the loan holder or to the Secretary, as applicable.

(5) Application for new title IV loans or TEACH Grants after the date of the physician’s certification. If
a borrower initiates an application for a new title IV loan or TEACH Grant on or after the date the
physician certified the borrower’s discharge application, the Secretary denies the borrower’s discharge
request and resumes collection on the borrower’s loans.

(56) Condlitions for reinstatement of a loan after a total and permanent disability discharge. (i) The
Secretary reinstates the borrower's obligation to repay a loan that was discharged in accordance with
paragraph (c)(3)(iii) of this section if--, within-threeyearsafterthe date the Seeretary-granted-the
discharge;the-borrower—

(A) During the three calendar year period beginning on January 1 of the first calendar year after the

Formatted: Indent: First line: 0.25", Space
Before: 0 pt, After: 10 pt, Line spacing:
single

[Formatted: Font: Calibri, 11 pt

date the Secretary granted the discharge, the borrower Hhas annual earnings from employment that
exceed 100 percent of the poverty guideline for a family of two, as published annually by the United
States Department of Health and Human Services pursuant to 42 U.S.C. 9902(2);

(B) During the period from the date the Secretary granted the discharge until the end of the three
calendar year period specified in paragraph (c)(6)(i)(A) of this section, the borrower Rreceives a new
TEACH Grant or a new loan under the Perkins, FFEL; or Direct Loan programs, except for a FFEL-er Direct
Consolidation Loan that includes loans that were not discharged; or

(C) The borrower Ffails to ensure that the full amount of any disbursement of a title IV loan or
TEACH Grant received prior to the discharge date that is made during the period from the date the
Secretary granted the discharge until the end of the three calendar year period specified in paragraph
(c)(B)(i)(A) of this section is returned to the loan holder or to the Secretary, as applicable, within 120
days of the disbursement date.

(i) If athe borrower's obligation to repay a loan is reinstated, the Secretary—

(A) Notifies the borrower that the borrower's obligation to repay the loan has been reinstated; and

(B) Does not require the borrower to pay interest on the loan for the period from the date the loan
was discharged until the date the borrower's obligation to repay the loan was reinstated.

12
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(iii) The Secretary's notification under paragraph (c)(56)(ii)(A) of this section will include—
(A) The reason or reasons for the reinstatement;

(B) An explanation that the first payment due date on the loan following reinstatement will be no
earlier than 60 days after the date of the notification of reinstatement; and

(C) Information on how the borrower may contact the Secretary if the borrower has questions about
the reinstatement or believes that the obligation to repay the loan was reinstated based on incorrect

information.
(67) Borrower's responsibilities after a total and permanent disability discharge. During thethree- [ Formatted: Font: Calibri, 11 pt
year periods described in paragraphs (c)(56)(i)(A) and (c)(6)(i)(B) of this section, the borrower or, if [Formatted: Font: Calibri, 11 pt

applicable, the borrower's representative must—
(i) Promptly notify the Secretary of any changes in address or phone number;

(ii) Promptly notify the Secretary if the borrower's annual earnings from employment exceed the
amount specified in paragraph (c)(56)(i)(A) of this section; and

(iii) Provide the Secretary, upon request, with documentation of the borrower's annual earnings
from employment.

(#8) Lender and guaranty agency actions. (|) Aﬁer—bemg—net#ﬁd—by—a—be#eweper—a—beﬁewer—s

{i#-If the Secretary approves the borrower’s total and permanent disability discharge request—

(A) FThe lender must submit a disability claim to the guaranty agency, documented in accordance

with paragraph (g)(l) of th|s section. Mbm%ubnﬁut&a—ee%eatrer%by—a—phy&ma&aﬂd—the

(B) If the loan meets the conditions of §682.406, the guaranty agency must pay the claim submitted

by the lender.

(C) After receiving a claim payment from the guaranty agency, the lender must return to the sender
any payments subsequently received from or on behalf of the borrower.

(D) The Secretary reimburses the guaranty agency for a disability claim paid to the lender after the
agency pays the claim to the lender.

(E) The guaranty agency must assign the loan to the Secretary within 30 days of the date the [Formatted: Font: Calibri, 11 pt

guaranty agency pays the disability claim.
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(ii#) If the Secretary does not approve the borrower’s total and permanent disability discharge
requcst, thelenderdetermines-thata-berrowerwho-claimsteo-betotallyand-permanen disabled

i i i ien-the lender must resume collection of the loan and is deemed to
have exercised forbearance of payment of both principal and interest from the date collection activity
was suspended. The lender may capitalize, in accordance with §682.202(b), any interest accrued and not

paid during that period.
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(89) Discharge application process for veterans who are totally and permanently disabled as [ — P J

described in paragraph (2) of the definition of that term in §682.200(b)—(i) General. If a veteran or [Formatted. Font: Calibri, 11 pt ]

veteran’s representative notifies the lender that the veteran claims to be totally and permanently [Formatted: Font: Calibri, 11 pt, Not Italic ]

disabled as described in paragraph (2) of the definition of that term in §682.200(b, the lender must—, [Formatted: Font: Calibri, 11 pt J
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(A) Direct the borrower to submit an application for a total and permanent disability discharge to [ — ]
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(B) Grant a forbearance to the veteran in accordance with §682.211(f)(5). The forbearance period [ Formatted: Font: Calibri, 11 pt J
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representative must submit to the Secretary an application for a total and permanent disability [Formatted: Font: Calibri, 11 pt J

discharge on a form approved by the Secretary [Formatted: Font: Calibri, 11 pt J

(iii) The application must be accompanied by documentation from the Department of Veterans [Formatted: Font: Calibri, 11 pt ]

Affairs showing that the Department of Veterans Affairs has determined that the veteran is [Formatted: Font: Calibri, 11 pt ]

unemployable due to a service-connected disability. The veteran will not be required to provide any [Formatted: Font; Calibri, 11 pt J

additional documentation related to the veteran's disability. [Formatted: Font: Calibri, 11 pt ]

(iv) After the Secretary receives the application and supporting documentation described in | [Formatted: Font: Calibri, 11 pt J

paragraphs (c)(9)(ii) and (c)(9)(iii) of this section, the Secretary identifies any other title IV loans owed by / [Formatted: Font: Calibri, 11 pt J

the veteran and notifies the veteran, the holders of the veteran’s Joans, and the applicable guaranty [Formatted: Font: Calibri, 11 pt J

agencies, that the borrower has applied for a disability discharge on those loans. [Formatted: Font: Calibri, 11 pt J

(v) If the application is incomplete, the Secretary notifies the veteran of the missing information and [Formatted: Font: Calibri, 11 pt J

requests the missing information from the veteran or the veteran’s representative. The Secretary does [Formatted: Font: Calibri, 11 pt J

not make a determination of eligibility until the application is complete. [ Formatted: Font: Calibri, 11 pt J
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(vi) The Jender notification described jin paragraph (c)(9)(iv) of this section directs the lenders to [ — P J
suspend collection activity on the veteran’s_title IV loans. %Formatted. Font: Calibri, 11 pt %
Formatted: Font: Calibri, 11 pt

(vii) The veteran notification described jin paragraph (c)(9)(iv) of this section— [Formatted: Font: Calibri, 11 pt, Not Highlight]

(A) States that the application will be reviewed by the Secretary; [Formatted: Font: Calibri, 11 pt J
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(B) Informs the veteran that the veteran’s lenders will suspend collection activity on the veteran’s [Formatted: Font: Calibri, 11 pt J

title IV loans while the Secretary reviews the veteran’s application for a discharge; and [Formatted: Font: Calibri, 11 pt J

(C) Explains the process under paragraph (c)(9) of this section for the Secretary’s review of total and [Formatted: Font: Calibri, 11 pt J

permanent disability discharge applications. [Formatted: Font: Calibri, 11 pt ]
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(viii) After making a determination that the borrower is totally and permanently disabled as <
described in paragraph (2) of the definition of that term in §682.200(b), the Secretary notifies the
veteran and the veteran’s lenders that the application for a disability discharge has been approved.

With this notification, the Secretary directs each lender to submit a disability claim to the guaranty

15

Formatted:

single

Indent: First line: 0.25", Space
Before: 0 pt, After: 10 pt, Line spacing:

[ Formatted: Font: Calibri, 11 pt J




MEETING 2
FEBRUARY 13-17, 2012

agency. If the loan meets the conditions of §682.406, the guaranty agency must pay the claim and
discharge the loan.

ix) The Secretary reimburses the guaranty agency for a disability claim after the agency pays the

[Formatted: Font: Calibri, 11 pt

claim to the lender.

(x) If the Secretary determines, based on a review of the documentation from the Department of

Veterans Affairs, that the veteran is not totally and permanently disabled as described in paragraph (2)
of the definition of that term in §682.200(b), the Secretary notifies the borrower and the lender that the
application for a disability discharge has been denied. The notification includes—

(A) The reason or reasons for the denial;

(B) An explanation that the loan is due and payable to the lender under the terms of the promissory
note;

(C) An explanation that the lender will notify the borrower of the date the veteran must resume
making payments on the loan;

[Formatted: Font: Calibri, 11 pt

o 0 JC U L

(D) An explanation of how the veteran may request that the Secretary re-evaluate the veteran’s [Formatted: Font: Calibri, 11 pt
application for discharge by providing, within 12 months of the date of the notification, additional [Formatted: Font;: Calibri, 11 pt
documentation from the Department of Veterans Affairs that supports the veteran’s eligibility for N\ [Formatted: Font: Calibri, 11 pt
discharge; and W\ —

. [Formatted: Font: Calibri, 11 pt

(E) Information on how the veteran may reapply for a total and permanent disability discharge in \ [ Formatted: Font: Calibri, 11 pt
accordance with procedures described in paragraphs (c)(2) through (c)(9) of this section, if the [Formatted: Font: Calibri, 11 pt
documentatioo from the Departmer]t of Veterans Affairs does_ n'o_t indicate that th_e veteran is totally and 1 [Formatted: Font: Calibri, 11 pt
.per'manentlv disabled as described in paragraph (2) of the deflnltlon of that rerm'm §682.200(b), but { Formatted: Font: Calibri, 11 pt
indicates that the veteran may be totally and permanently disabled as described in paragraph (1) of the
definition of that term.

Q(_H) Lender and guaranty agency actions. (A)-Aﬁte#bemgﬂet—#ed—by—a—veteran-epa—veteraﬂ—s [ Formatted: Font: Calibri, 11 pt

487\ If the Secretarv approves the borrower s total and permanent disability discharge request based

on ired documentatlon from the

Department of Veterans Affalrs

lender must submit a dlsablllty clalm to the guaranty agency, documented in accordance W|th parggraph
(g)(1) of this section.

(B) If the loan meets the conditions of §682.406 the guaranty agency must pay the claim submitted
by the lender.
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(C) Upon receipt of the claim payment from the guaranty agency, the lender returns any payments
received on or after the effective date of the determination by the Department of Veterans Affairs that
the veteran is unemployable due to a service-connected disability to the person who made the

payments.

(D) If the Secretary determines that the certification provided by the borrower does not support the
conclusion that the veteran is totally and permanently disabled as described in paragraph (2) of the
definition of that term in §682.200(b), the Secretary notifies the veteran and the lender that the
application for a disability discharge has been denied. The notification includes--

(1) The reason or reasons for the denial; [Formatted: Font: Calibri, 11 pt, Italic

(2) An explanation that the loan is due and payable to the lender under the terms of the promissory [Formatted: Font: Calibri, 11 pt, Italic
note;

(3) An explanation that the lender will notify the veteran of the date the veteran must resume [Formatted: Font: Calibri, 11 pt, Italic

making payments on the loan;

(4) Information on how the veteran may reapply for a total and permanent disability discharge in < | Formatted: Indent: First line: 0.25", Space
accordance with the procedures described in paragraphs (c)(1) through (c)(8) of this section if the N Before: 0 pt, After: 10 pt, Line spacing:
documentation from the Department of Veterans Affairs does not indicate that the veteran is totally and . single
permanently disabled as described in paragraph (2) of the definition of that term in §682.200(b), but [Formatted: Font: Calibri, 11 pt, ltalic
indicates that the veteran may be totally and permanently disabled as described in paragraph (1) of the [ Formatted: Font: Calibri, 11 pt

definition of that term.

(E€) If the Secretary does not approve the borrower’s total and permanent disability discharge

ns Affairs, desrrrentationtrer-the-Dopariment

e ame et thedefiniden ot thoterain 16022000 the lender- -

{3-Mmust resume collection and is deemed to have exercised forbearance of payment of both
principal and interest from the date collection activity was suspended. The lender may capitalize, in
accordance with §682.202(b), any interest accrued and not paid during that period.
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(g) Claim procedures for a loan held by a lender —(1) Documentation. A lender shall provide the
guaranty agency with the following documentation when filing a death, disability, closed school, false
certification, or bankruptcy claim:

(i) The original or a true and exact copy of the promissory note.
(i) The loan application, if a separate loan application was provided to the lender.

(iii) In the case of a death claim, an original or certified death certificate, or other documentation
supporting the discharge request that formed the basis for the determination of death.

(iv) In the case of a disability claim, a copy of the certification-of disability-deseribed-inparagraph
{eH2)-of thissectionnotification described in paragraph (c)(3)(iii) or (c)(9)(vii) in which the Secretary
notifies the lender that the borrower is totally and permanently disabled. =

* ok ok k%

(g) (2) Filing deadlines. A lender shall file a death, disability, closed school, false certification, or
bankruptcy claim within the following periods:
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(i) Within 60 days of the date on which the lender determines that a borrower (or the student on
whose behalf a parent obtained a PLUS loan) has died;

(i) -Within 30 days of the date the lender received notification from the Secretary that the
borrower is totally and permanently disabled, in accordance with §682.402(c)(3)(iii) or

§682.402(c)(9)(viij) of thelenderdetermines that the borrower s totally-and-permanen

L I T T

(h) Payment of death, disability, closed school, false certification, and bankruptcy claims by the
guaranty agency —(1) General. (i) Except as provided in paragraph (h)(1)(v) of this section, the guaranty
agency shall review a death, disability, bankruptcy, closed school, or false certification claim promptly
and shall pay the lender on an approved claim the amount of loss in accordance with paragraphs (h)(2)
and (h)(3) of this section—

(A) Not later than 45 days after the claim was filed by the lender for death, disability, -and
bankruptcy claims; and

(B) Not later than 90 days after the claim was filed by the lender for-disability; closed school; or false
certification claims.

L I S

(h)(1) (v) In the case of a disability claim based on a veteran's discharge request processed in
accordance with §682.402(c)(89), the guaranty agency shall—

(B) Not later than 45 days after receiving notification from the Secretary of the veteran's eligibility-e¢
ineligibility for discharge, pay the claim erreturntheclaim-to-thelender in accordance with
§682.402(c)(8)(ii)(F) or (G), as applicable.

(2)(i) The amount of loss payable—

(A) On a death or disability claim is equal to the sum of the remaining principal balance and interest
accrued on the loan, collection costs incurred by the lender and applied to the borrower's account
within 30 days of the date those costs were actually incurred, and unpaid interest up to the date the
lender should have filed the claim.

* ok  k ok ok

(h)(3) Payment of interest. If the guarantee covers unpaid interest, the amount payable on an
approved claim includes the unpaid interest that accrues during the following periods:

(i) During the period before the claim is filed, not to exceed the period provided for in paragraph
(g)(2) of this section for filing the claim.
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(i) During a period not to exceed 30 days following the receipt date by the lender of a claim
returned by the guaranty agency for additional documentation necessary for the claim to be approved
by the guaranty agency.

(iii) During the period required by the guaranty agency to approve the claim and to authorize
payment or to return the claim to the lender for additional documentation not to exceed—

(A) 45 days for death, disability or bankruptcy claims; or

(B) 90 days for-disabitity; closed school; or false certification claims.

E N I T T

(k) Claims for reimbursement from the Secretary on loans held by guarantyee agencies. (1)(i) The
Secretary reimburses the guaranty agency for its losses on bankruptcy claims paid to lenders after—

(A) A determination by the court that the loan is dischargeable under 11 U.S.C. 523(a)(8) with
respect to a proceeding initiated under chapter 7 or chapter 11; or

(B) With respect to any other loan, after the agency pays the claim to the lender.

(i) The guaranty agency shall refund to the Secretary the full amount of reimbursement received
from the Secretary on a loan that a lender repurchases under this section.

(2) The Secretary pays a death, disability, bankruptcy, closed school, or false certification claim in an
amount determined under §682.402(k)(5) on a loan held by a guaranty agency after the agency has paid
a default claim to the lender thereon and received payment under its reinsurance agreement. The
Secretary reimburses the guaranty agency only if—

(i) The Secretary determines that the borrower (or each of the co-makers of a PLUS loan) has
become totally and permanently disabled since applying for the loan, or Fthe guaranty agency
determines that the borrower (or the student for whom a parent obtained a PLUS loan or each of the
co-makers of a PLUS loan) has d|ed e#the—berrewer—éepeaeh—ef—theee-mx#er&ef—a—%us%aw—has
= 3 an, or has filed for relief in
bankruptcy, in accordance with the procedures in paragraphs (b), (c), or (f) of this section, or the student
was unable to complete an educational program because the school closed, or the borrower's eligibility
to borrow (or the student's eligibility in the case of a PLUS loan) was falsely certified by an eligible
school. For purposes of this paragraph, references to the “lender” and “guaranty agency” in paragraphs
(b) through (f) of this section mean the guaranty agency and the Secretary respectively;

(i) In the case of a Stafford, SLS, or PLUS loan, the Secretary determines that the borrower (or each
of the co-makers of a PLUS loan) has become totally and permanently disabled since applying for the
loan, the guaranty agency determines that the borrower (or the student for whom a parent obtained a
PLUS loan, or each of the co-makers of a PLUS Ioan) has died -e#the—berrewee(-er—eaeh—ef—t—he—ee—makers

3 3 an; or has filed the
petltlon for reI|ef in bankruptcy W|th|n 10 years of the date the borrower entered repayment, exclusive
of periods of deferment or periods of forbearance granted by the lender that extended the 10-year
maximum repayment period, or the borrower (or the student for whom a parent received a PLUS loan)
was unable to complete an educational program because the school closed, or the borrower's eligibility
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to borrow (or the student's eligibility in the case of a PLUS loan) was falsely certified by an eligible
school;

(iii) In the case of a Consolidation loan, the borrower (or one of the co-makers) has died, is
determined by the Secretary to be totally and permanently disabled under §682.402(c), or has filed the
petition for relief in bankruptcy within the maximum repayment period described in §682.209(h)(2),
exclusive of periods of deferment or periods of forbearance granted by the lender that extended the
maximum repayment period;

(iv) The guaranty agency has not written off the loan in accordance with the procedures established
by the agency under §682.410(b)(6)(x), except for closed school and false certification discharges; and

(v) The guaranty agency has exercised due diligence in the collection of the loan in accordance with
the procedures established by the agency under §682.410(b)(6)(x), until the borrower (or the student
for whom a parent obtained a PLUS loan, or each of the co-makers of a PLUS loan) has died, or the
borrower (or each of the co-makers of a PLUS loan) has become totally and permanently disabled or
filed a Chapter 12 or Chapter 13 petition, or had the loan discharged in bankruptcy, or for closed school
and false certification claims, the guaranty agency receives a request for discharge from the borrower or
another party.

E N I T T

(k) (5) The Secretary pays the guaranty agency a percentage of the outstanding principal and
interest that is equal to the complement of the reinsurance percentage paid on the loan. This interest
includes interest that accrues during—

(i) For death or bankruptcy claims, the shorter of 60 days or the period from the date the guaranty
agency determines that the borrower (or the student for whom a parent obtained a PLUS loan, or each
of the co-makers of a PLUS loan) died, or filed a petition for relief in bankruptcy until the Secretary
authorizes payment;

(ii) For disability claims, the shorter of 60 days or the period from the date the guaranty
ageneySecretary makes a preliminary determination that the borrower became totally and permanently
disabled until the Secretary authorizes payment; or

(iii) For closed school or false certification claims, the period from the date on which the guaranty
agency received payment from the Secretary on a default claim to the date on which the Secretary
authorizes payment of the closed school or false certification claim.

* ok  k ok ok

(r) Payments received after the Secretary's payment of a death, disability, closed school, false
certification, or bankruptcy claim (1) If the guaranty agency receives any payments from or on behalf of
the borrower on or attributable to a loan that has been discharged in bankruptcy on which the Secretary
previously paid a bankruptcy claim, the guaranty agency must return 100 percent of these payments to
the sender. The guaranty agency must promptly return, to the sender, any payment on a cancelled or
discharged loan made by the sender and received after the Secretary pays a closed school or false
certification claim. At the same time that the agency returns the payment, it must notify the borrower
that there is no obligation to repay a loan discharged on the basis of death, bankruptcy, false
certification, or closing of the school.
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(2) If the guaranty agency receives any payments from or on behalf of the borrower on or
attributable to a loan that has been assigned to the Secretary based on the Secretary’s fer
determination of eligibility for a total and permanent disability discharge, the guaranty agency must

promptly return these payments to the senderforward-those-paymentsto-the Secretaryforerediting to

the-berrower's-account. At the same time that the agency ferwardsreturns the payments, it must notify
the borrower that there is no obligation to make payments on the loan while-it-is-conditionatyafter is
has been -discharged due to prierte-afinaldetermination-ofeligibility-for a total and permanent
disability-diseharge, unless the loan is reinstated in accordance with §682.402(c), or the Secretary directs
the borrower otherwise.

(3) When the Secretary makes-a-final-determinationte-discharges the loan, the Secretary returns to
the sender any payments received on the loan after the date the borrower became totally and
permanently disabled.

(4) The guaranty agency shall remit to the Secretary all payments received from a tuition recovery
fund, performance bond, or other third party with respect to a loan on which the Secretary previously
paid a closed school or false certification claim.

(5) If the guaranty agency has returned a payment to the borrower, or the borrower's
representative, with the notice described in paragraphs (r)(1) or (r)(2) of this section, and the borrower
(or representative) continues to send payments to the guaranty agency, the agency must remit all of
those payments to the Secretary.

E N I T T

§ 685.213 Total and permanent disability discharge.

(a) General. (1) A borrower's Direct Loan is discharged if the borrower becomes totally and

permanently disabled, as defined in 34-CFR-682:200{b}§685.102(b), and satisfies the eligibility
requirements in this section.

(2) For a borrower who becomes totally and permanently disabled as described in paragraph (1) of
the definition of that term in 34-CFR-682-200{6}§685.102(b), the borrower's loan discharge application is
processed in accordance with paragraph (b) of this section.

(3) For veterans who are totally and permanently disabled as described in paragraph (2) of the

definition of that term in 34-CFR-682.200{b}§685.102(b), the veteran's loan discharge application is
processed in accordance with paragraph (c) of this section.

(4) For purposes of §685.213, a borrower’s representative is a member of the borrower’s family, the «
borrower’s attorney, or another individual authorized to act on behalf of the borrower in connection
with the borrower’s total and permanent disability discharge request.

(b) Discharge application process for a borrower who is totally and permanently disabled as
described in paragraph (1) of the definition of that term in 34-CFR-682-200{b}§685.102(b) —(1) Borrower
application for discharge. To qualify for a discharge of a Direct Loan based on a total and permanent
disability, a borrower or borrower’s representative must submit a discharge application to the Secretary
on a form approved by the Secretary.
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[2) The application must contain a certification by a physician, who is a doctor of medicine or
osteopathy legally authorized to practice in a State, that the borrower is totally and permanently
disabled as described in paragraph (1) of the definition of that term in 34-CFR-682:200{6}§685.102(b).

(3) -The borrower or borrower’s representative must submit the application described in paragraph

(b)(1) of this section to the Secretary within 90 days of the date the physician certifies the application.
Upon receipt of the borrower's application, the Secretary —

(i) Identifies any other title IV loans owed by the borrower and notifies the borrower and the
holders of the loans that the borrower has applied for a disability discharge on those loans;

(i) If the application is incomplete, notifies the borrower or the missing information and requests
the missing information from the borrower, the borrower’s representative, or the physician who
certified the application, as appropriate, and does not make a determination of eligibility for discharge
until the application is complete;

(i) aNotifies the borrower that no payments are due on the loan while the Secretary determines
the borrower's eligibility for discharge-; and

(iv) Explains the process under paragraph (b)(4) of this section for the Secretary’s review of total and
permanent disability discharge applications.

(24) Determination of eligibility. (i) If, after reviewing the borrower's completed application, the
Secretary determines that the physician’s certification proevided-by-the-borrowersupports the
conclusion that the borrower meets the criteria for a total and permanent disability discharge, as
described in paragraph (1) of the definition of that term in 34-CFR-682.200{5}§685.102(b), the borrower
is considered totally and permanently disabled as of the date the physician certifieds the borrower's
application.

(ii) The Secretary may require the borrower to submit additional medical evidence if the Secretary
determines that the borrower's application does not conclusively prove that the borrower is totally and
permanently disabled as described in paragraph (1) of the definition of that term in §685.102(b). As part
of the Secretary's review of the borrower's discharge application, the Secretary may require and arrange
for an additional review of the borrower's condition by an independent physician at no expense to the
borrower.

{iiii) Ypon-makinga-determination After determining that the borrower is totally and permanently
disabled, as described in paragraph (1) of the definition of that term in 34-CFR-682.200{b}§685.102(b),
the Secretary discharges the borrower's obligation to make any further payments on the loan, notifies
the borrower that the loan has been discharged, and returns to the person who made the payments on
the loan any payments received after the date the physician certified the borrower's loan discharge
application. The notification to the borrower explains the terms and conditions under which the
borrower's obligation to repay the loan will be reinstated, as specified in paragraph (b)(47)(i) of this
section.

{#(iv) If the Secretary determines that the certification provided by the borrower does not support
the conclusion that the borrower is totally and permanently disabled, as described in paragraph (1) of
the definition of that term in 34-CFR-682:200{b)§685.102(b), the Secretary notifies the borrower that the
application for a disability discharge has been denied;-and-thattheloan-is-due-andpayableto-the
Seeretary-under-the-terms-of-the-promissery-note. The notification to the borrower includes —
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(A) The reason or reasons for the denial;

(B) An explanation that the loan is due and payable to the Secretary under the terms of the
promissory note;

(C) The date that the borrower must resume making payments;

(D) An explanation of how the borrower may request that the Secretary re-evaluate the borrower’s
application for discharge by providing, within 12 months of the date of the notification, additional
information that supports the borrower’s eligibility for discharge; and

(E) An explanation of how the borrower may submit a new application for total and permanent
disability discharge if the borrower does not request re-evaluation of the borrower’s prior discharge
application within the timeframe specified by the Secretary.

(iv) If the borrower requests re-evaluation in accordance with paragraph (b)(24)(iv)(D) of this section

or submits a new total and permanent disability discharge application in accordance with paragraph
(b)(24)(iv)(E) of this section, the request must include new information regarding the borrower’s
disabling condition that was not available at the time the Secretary reviewed the borrower’s initial
application for total and permanent disability discharge.

(35) Treatment of disbursements made during the period from the date of the physician's
certification until the date of discharge. If a borrower received a title IV loan or TEACH Grant prier
tobefore the date the physician certified the borrower's discharge application and a disbursement of
that loan or grant is made during the period from the date of the physician's certification until the date
the Secretary grants a discharge under this section, the processing of the borrower's loan discharge
request will be suspended until the borrower ensures that the full amount of the disbursement has been
returned to the loan holder or to the Secretary, as applicable.

(46) Application for new title IV loans or TEACH Grants after the date of the physician’s certification.

If a borrower initiates an application for a new title IV loan or a TEACH Grant on or after the date the
physician certified the borrower’s discharge application, the Secretary denies the borrower’s discharge
request and resume collection on the borrower’s loan.

{4}(57) Conditions for reinstatement of a loan after a total and permanent disability discharge. (i)
The Secretary reinstates a borrower's obligation to repay a loan that was discharged in accordance with
paragraph (b)(24){#{iii) of this section if-within-three-yearsafterthe-datethe Secretary-granted-the
dischargethe-borrower—

(A) During the three calendar-year period beginning on January 1 of the first calendar year after the
date the Secretary granted the discharge, the borrower Hhas annual earnings from employment that
exceed 100 percent of the poverty guideline for a family of two, as published annually by the United
States Department of Health and Human Services pursuant to 42 U.S.C. 9902(2);
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(B) During the period from the date the Secretary granted the discharge until the end of the three
calendar year period specified in paragraph (b)(7)(i)(A) of this section, the borrower Rreceives a new
TEACH Grant or a new loan under the Perkins-FFEL or Direct Loan programs, except for a FEELe+Direct
Consolidation Loan that includes loans that were not discharged; or

(C) The borrower Ffails to ensure that the full amount of any disbursement of a title IV loan or
TEACH Grant received prior to the discharge date that is made during the period from the date the
Secretary granted the discharge until the end of the three calendar year period specified in paragraph
(b)(7)(i)(A) of this section is returned to the loan holder or to the Secretary, as applicable, within 120
days of the disbursement date.

(ii) If the borrower's obligation to repay the loan is reinstated, the Secretary—
(A) Notifies the borrower that the borrower's obligation to repay the loan has been reinstated; and

(B) Does not require the borrower to pay interest on the loan for the period from the date the loan
was discharged until the date the borrower's obligation to repay the loan was reinstated.

(iii) The Secretary's notification under paragraph (b){4}(57)(ii)(A) of this section will include— [Formatted: Font: Calibri, 11 pt

(A) The reason or reasons for the reinstatement;

(B) An explanation that the first payment due date on the loan following reinstatement will be no
earlier than 60 days after the date of the notification of reinstatement; and

(C) Information on how the borrower may contact the Secretary if the borrower has questions about
the reinstatement or believes that the obligation to repay the loan was reinstated based on incorrect
information.

(58) Borrower's responsibilities after a total and permanent disability discharge. During the three-

year-periods described in paragraphs {bH4}i}(b)(57)(i)(A) and (B) of this section, the borrower or, if [