
61751Federal Register / Vol. 60, No. 231 / Friday, December 1, 1995 / Rules and Regulations

Substantive issues are discussed
under the section of the regulations to
which they pertain. Technical and other
minor changes—and suggested changes
the Secretary is not legally authorized to
make under the applicable statutory
authority—are generally not addressed.

General
Comments: Similar to the comments

received in response to the October 7,
1994 NPRM to conform the FFEL and
Direct Loan programs, some
commenters suggested changes to the
FFEL program regulations that were not
included in the NPRM. Some of the
changes had nothing to do with
conforming the two loan programs. For
example, one commenter suggested that
the Secretary revise the provisions in
section 682.411(c) to change the time
frame within which a lender must send
the first notice of delinquency to a
borrower. Some of the commenters
repeated the suggestions made in
response to the October 7, 1994 NPRM
to conform the Direct Loan program
regulations to the FFEL program
regulations by incorporating into the
Direct Loan regulations the various
requirements in the FFEL regulations for
documenting deferment and forbearance
eligibility, tracking deferments with
statutory time maximums, and
backdating the start of deferment
eligibility. Additionally, these
commenters recommended that FFEL
regulations be revised to provide an
extended repayment option to FFEL
borrowers, and to eliminate the
regulatory requirement in section
682.209(a)(6)(ii) that if a borrower
chooses a graduated or income-sensitive
repayment schedule, the lender may not
provide the borrower with a repayment
schedule that contains any single
installment that is more than three times
greater than any other installment.

Discussion: The Secretary does not
believe that he currently has the
statutory authority to provide through
regulations additional repayment
options for FFEL borrowers. Because of
the constraints presented by the
statutory 10-year maximum time frame
for repayment of most FFEL program
loans, the Secretary also does not
believe that it is advisable from a
consumer protection standpoint to
delete the provision that restricts a
lender’s ability to establish a repayment
schedule that would provide for
payments that are three times or more
what the borrower’s normally scheduled
payment would be. The Secretary does
not believe that an FFEL borrower is
well served by establishing a graduated
or income-sensitive repayment schedule
that provides low payments initially

only to lead to balloon payments that
the borrower is unable to meet later in
the repayment period despite the use of
authorized forbearance. The Secretary
also wishes to reiterate what he said in
the November 29, 1994 final regulations
in response to commenters who
indicated that they believed the
Secretary is required to make the
regulations and processes in the Direct
Loan program strictly conform to the
FFEL regulations. The Secretary
continues to disagree with these
commenters. There is no legal
requirement that the Secretary issue
regulations to regulate internal agency
processes in the Direct Loan Program.
The Department continues to assure
FFEL program participants that policies
and procedures in the administration of
the Direct Loan program are consistent
with FFEL regulatory requirements to
the extent practicable. Moreover, the
Secretary is committed to continuing to
examine areas that affect substantive or
procedural rights of program
participants that may require additional
regulations to ensure conformity
between the programs. In regard to the
proposal to change the time frame for a
lender to send the first notice of
delinquency to a borrower, the Secretary
does not consider this recommendation
appropriate for this regulations package
because it has nothing to do with
conformity between the FFEL and Direct
Loan programs. However, the Secretary
will consider this proposal for future
regulations.

Section 682.200 Definitions
Comments: Most commenters agreed

with the Secretary’s decision to clarify
that a borrower may make satisfactory
repayment arrangements on a defaulted
FFEL debt for purposes of regaining
Title IV eligibility only once. A couple
of commenters urged the Secretary to
allow a lender to make documented
exceptions to this requirement. Many
commenters recommended that the
Secretary retain the terms ‘‘consecutive’’
and ‘‘voluntary’’ in current regulations
to describe the series of full monthly
payments a borrower must make to
regain eligibility. The commenters
believe it is necessary to clarify that a
borrower cannot regain eligibility
through a lump sum payment and that
payments secured through involuntary
means, such as wage garnishment or
litigation, do not count as one of the six
required payments. Several commenters
also wanted the Secretary to clarify that
the restriction on a borrower in default
status regaining Title IV eligibility only
once did not apply to that borrower’s
ability to make payments sufficient to
move out of default status on a loan.

Discussion: The Secretary agrees with
the commenters that retaining the terms
‘‘consecutive’’ and ‘‘voluntary’’ to
describe the full payments that must be
made by the borrower to regain
eligibility for Title IV student assistance
is essential for the reasons suggested by
the commenters. These terms were
dropped from the NPRM proposal
inadvertently. The Secretary does not
agree with the recommendation that the
regulations should be revised to
authorize lenders to allow a borrower to
renew eligibility more than one time
under certain circumstances. This one-
time restriction is statutory. The
Secretary wishes to clarify that this one-
time restriction on regaining eligibility
in no way restricts the same borrower
from bringing a loan out of default
status more than once.

Changes: A change has been made.
The terms ‘‘consecutive’’ and
‘‘voluntary’’ have been reinserted into
the definition to modify the consecutive
full payments that must be made by the
borrower to regain eligibility.

Section 682.201 Eligible Borrowers
Comments: Many commenters did not

support the proposal to allow a
borrower to include a defaulted loan in
an FFEL Consolidation loan simply by
agreeing to repay the Consolidation loan
under an income-sensitive repayment
plan rather than by making the currently
required series of three consecutive
payments on the defaulted loan. The
commenters also felt strongly that the
similar borrower option that exists in
the Direct Loan program should be
deleted from regulations. These
commenters believe that such a
borrower should be required to make
actual payments on the defaulted loan
to demonstrate an intent and ability to
repay the loan before the borrower is
granted an additional extension of
federal credit in the form of a
Consolidation Loan and, possibly,
additional Title IV student assistance to
return to school. These commenters also
believe that this policy encourages the
‘‘gaming of the [student loan] system’’
by allowing a borrower who has already
defaulted on one or more loans to avoid
making any payments on any Title IV
student loan debt for a considerable
period of time if the borrower returns to
school. One of these commenters
pointed out that if such a borrower
cannot afford to make the three
‘‘reasonable and affordable’’ payments
on the defaulted debt, they would be
equally unable and unlikely to make
scheduled payments on the
Consolidation loan. A couple of other
commenters recommended that the
regulations be revised to retain the three


