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	Does the school have Perkins Borrowers who are having financial difficulties?  Does the school know the difference between a forbearance and a deferment?   Has the school processed all deferments according to the requirements outlined in the regulations?

This module is designed to help a school self-assess its procedures related to Federal Perkins Loan Forbearance & Deferment. 

Variables to be considered for Federal Perkins Loan Forbearance & Deferment include, types of forbearance and conditions for such, deferment Procedures and types of deferments and conditions for such.

Hyperlinks to all applicable regulations and Student Financial Aid Handbook (SFAH) citations are provided throughout this module.  Most of these hyperlinks are taken from 34 CFR Part 674, the 2003-04 FSA Handbook, Federal Perkins Loan, Chapter 5 and 2002-03 FSA Handbook, Federal Perkins Loan, Chapter 5. 

The purpose of this assessment is two-fold.  It can be used as an eligibility checklist when considering whether students are eligible for a particular deferment.  It can also be used to test current deferment procedures to verify that these procedures are in compliance with minimum requirements as outlined in the regulations.  Schools are encouraged to pull a sample of students who received each type of deferment and complete each section of the assessment to determine whether each student's deferment was processed according to the requirements outlined in the regulations (print a copy of each page for each student in the sample to use as a worksheet).

The continuous improvement symbol [image: image1.wmf] signifies a continuous improvement cycle and will prompt you to complete a checklist to review your policies and procedures. The Test your Knowledge symbol [image: image2.wmf] provides you with several exercises to test your knowledge and policies and procedures. [image: image3.wmf] Provides Community Questions & Answers received by schools and answered by the Department of Education (included only if questions are available related to the topic addressed).



Name of Institution: ________________________________________________________________________________________________________________________

	Requirements
	Results of Assessment

	· Forbearance 674.33(d)
Forbearance is a temporary postponement of payments.  The borrower may, as an alternative, request an extension of time allowed for making payments of the acceptance of smaller payments than were previously scheduled.  Unlike deferment, interest continues to accrue during any period of forbearance.

Schools may grant forbearance to borrowers who are experiencing financial hardship, poor health, or for other acceptable reasons.

Borrowers must request forbearance in writing, providing supporting documentation of the reason for forbearance.  Both the borrower and the school must agree upon the terms of the forbearance.

Schools may grant the borrower forbearance for a period of up to one year at a time.  The forbearance may be renewed, but collectively cannot exceed a total of three years.

Schools may not include periods of forbearance in determining the 10-year repayment period.

Forbearance is available for all loans made under the Federal Perkins Loan Program.

Please ensure that the school and /or student in the sample met each of the requirements outlined in Activity 1.  If a requirement is not met or further action is needed, complete the Management Enhancement Form for corrective action.

Hardship forbearance 674.33(d)
A school must grant forbearance if the total amount the borrower is obligated to pay monthly on all FSA loans is equal to or greater than 20% of the borrower's total monthly gross income.  Total monthly gross income is the gross amount of income received by the borrower from employment (either full or part time) and from other sources.

To receive forbearance for hardship, the borrower must submit at least the following documentation:

· Evidence of the amount the borrower's most recent total monthly gross income; and

· Evidence of the amount of the monthly payments the borrower owes for the most recent month on his or her SFA loans.


	[image: image4.wmf] Activity 1: Forbearance


Complete this activity to evaluate the school’s

 procedures and student files.

[image: image5.wmf] Activity 2: Hardship forbearance


Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Forbearance:

Were the Forbearance requirements met for each student ? (     ) Yes     (     ) No

Were the school's procedures concerning Forbearance correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	· Deferment 

Deferment Procedures 674.38(a)
Under certain circumstances, a borrower is entitled to have the repayment of a loan deferred.  During deferment, the borrower is not required to pay loan principal and interest does not accrue.  After each deferment, the borrower is entitled to a post-deferment grace period of six consecutive months.

Borrowers are no longer required to request deferments in writing.  However, a borrower who requests deferment must provide the school with all the information and documents the school required by the school's deadline.

If a borrower is currently in deferment, the school must reaffirm continued eligibility for deferment on at least an annual basis (unless the borrower is currently in economic hardship deferment for service in the Peace Corps since the school must grant deferment for the full term of the borrower's service, not to exceed three years)

Schools may not include periods of deferment in the 10-year repayment period.

The deferments that follow are available to all loans made under the Federal Perkins Loan Program, regardless of disbursement date or contrary provisions in the promissory note.
	[image: image6.wmf] Activity 3: Deferment


Complete this activity to evaluate the school’s procedures and student files.

	Questions/Comments Concerning Deferment Procedures:

Were the school's procedures concerning Deferment correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	In-School Deferments 674.34(b)(1)(i)
A borrower may defer repayment of a Perkins Loan if he or she is enrolled at least half time in an eligible school.

The borrower must meet the definition of a regular student in an eligible institution of higher education or a comparable institution outside the United States approved by the Department for deferment purposes.

If the borrower is attending at least half time as a regular student for a full academic year and intends to do so in the next academic year, he or she is entitled to a deferment for 12 months.  This means that a school must continue to apply in-school deferment through the summer session, even if the borrower does not attend classes during the summer session.

Schools may grant in-school deferments to borrowers based on student enrollment information provided by third-party servicers or other schools. 674.38(a)(2)
Except for a program in dentistry, an in-school deferment may not be granted to a borrower who is serving in a medical internship or residency program.


	[image: image7.wmf] Activity 4: In-School Deferments


Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning In-School Deferments:

Were the requirements for the determination of each student's in- school deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of in-school deferments correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Graduate Fellowship 674.34(b)(1)(ii), 674.34(b)(1)(iii)
A borrower may defer repayment if he or she is enrolled and in attendance as a regular student in a course of study that is part of a graduate fellowship program approved by the Department, including graduate or postgraduate fellowship-supported study (such as a Fulbright grant) outside the United States.


To receive deferment for enrollment in a graduate fellowship program, the borrower must provide certification that he or she is engaged in full-time study in an approved graduate fellowship program (or has been accepted by the program)

Note:  The Department bases its approval of graduate fellowship programs on the requirements for the Federal Family Education Loan Program.  See 682.210(d) and 682.210(e).   Also, please review Federal Register Nov. 1, 2000 and Federal Register June 29, 2001 for updated information. 
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Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Graduate Fellowship Deferments:

Were the requirements for the determination of each student's Graduate Fellowship deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of Graduate Fellowship deferments correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Rehabilitation Training 674.34(b)(1)(iv)
A borrower may defer repayment if he or she is enrolled in a course of study that is part of a Department-approved rehabilitation training program for disabled students

To receive this deferment, the borrower must provide the school with proper certification.  Documentation to support this certification must be kept in the student's file.

Note:  The Department bases its approval of Rehabilitation Training programs on the requirements for the Federal Family Education Loan Program. See 682.210(d) and 682.210(e).   Also, please review Federal Register Nov. 1, 2000 and Federal Register June 29, 2001 for updated information. 
	[image: image9.wmf] Activity 6: Rehabilitation Training


Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Rehabilitation Training Deferments:

Were the requirements for the determination of each student's Rehabilitation Training deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of Rehabilitation Training deferments correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Seeking full-time employment 674.34(d)
A borrower may defer repayment on a Federal Perkins Loan for up to three years, regardless of disbursement date and contrary provisions on the promissory note, if the borrower is seeking and unable to find full-time employment.  Schools may determine the documents the borrower must provide to apply for this deferment.
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Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Deferments for students seeking full-time employment:

Were the requirements for the determination of each deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of deferments for students seeking full-time employment correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Economic Hardship 674.34(e)

A borrower is entitled to an economic hardship deferment for periods of up to one year at a time, not to exceed three years cumulatively, if the borrower provides the school with satisfactory documentation showing that he or she meets the criteria outlined in 674.34(e)
For assistance with determining the maximum monthly gross income, please refer to the 2003-04 FSA Handbook, Federal Perkins Loan, page 5-43 or 2002-03 FSA Handbook, Federal Perkins Loan, page 5-41 
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Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Economic Hardship Deferments:

Were the requirements for the determination of each student's Economic Hardship deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of Economic Hardship deferments correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Concurrent Deferment 674.34(c), 674.52(d)
Schools must automatically defer loans during periods when the borrower is performing service that will qualify him or her for loan cancellation.  Borrowers do not need to apply for concurrent deferment.  Schools may grant concurrent deferment for up to 12 months at a time.

Concurrent deferment is available to all loans made under the Federal Perkins Loan Program, regardless of disbursement date and contrary provisions on the promissory note.

A borrower who receives concurrent deferment is also entitled to a post-deferment grace period of six consecutive months.  Therefore, regardless of the length of time that the eligible service is performed, repayment is deferred during that period of service and does not resume until six months after the cessation of service.

Schools exercising the minimum monthly payment provision listed in the promissory note must cease doing so and grant a deferment to cover any period of qualifying service.  The amount to be deferred and subsequently canceled must be calculated using the 10-year repayment period.

Prior to October 7, 1998, a borrower of a Perkins Loan, National Direct Student Loan (NDSL), or Defense Loan made before July 1, 1993 could not receive a deferment during a period while he or she was performing a service that would subsequently qualify him or her for cancellation of all of a portion of the loan; rather, he or she could qualify for loan postponement.  See 1998-99 SFAH, Chapter 6 for more information.
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Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Concurrent Deferments:

Were the requirements for the determination of each concurrent deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of concurrent deferments correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Hardship Deferment For Loans Made Before July 1, 1993 674.35(g), 674.36(e), 674.37(e)
Loans disbursed before July 1, 1993 are eligible for an additional type of hardship deferment, which is separate and different from an economic hardship deferment.

A borrower may defer repayment for hardship, as determined by the school (for example, if the borrower is facing a prolonged period of illness or unemployment). A borrower may qualify for unlimited deferments due to hardship.

Interest will continue to accrue during the hardship deferment.

Also, hardship deferments do not have post-deferment grace periods. 
	[image: image13.wmf] Activity 10: Hardship Deferment for Loans Made Before July, 1993

Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Hardship Deferments:

Were the requirements for the determination of each hardship deferment correct ? (     ) Yes     (     ) No

Were the school's procedures concerning the determination of hardship deferments correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Deferment exclusive to Perkins Loans made before July 1, 1993 and NDSLs made between October 1, 1980 and July 1, 1993 674.35(c), 674.36(c)
There are several deferments that are available only for Perkins Loans made before July 1, 1993 and NDSLs made between October 1, 1980 and July 1, 1993.  A borrower may defer repayment for up to three years and interest will not accrue if they meet the criteria for the deferments outlined in 674.35(c) and 674.36(c).
In this section, if your school issued such deferments to students, please ensure that the criteria were met for each student.  Please note that some of these deferments are only applicable to Perkins Loans made before July 1, 1993
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Complete this activity to evaluate the school’s procedures and student files.


	Questions/Comments Concerning Deferments exclusive to Perkins Loans made before July 1, 1993 and NDSLs made between October 1, 1980 and July 1, 1993:

Were the school's procedures concerning the determination of deferments for students in the above categories correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Requirements
	Results of Assessment

	Other Issues relevant to Deferments

· Deferments exclusive to loans made before October 1, 1980 - For information on deferment provisions exclusive to loans made before October 1, 1980, please refer to the 1994-95 SFAH, Federal Perkins Loan Chapter and 674.37
· Deferment and Default 674.38(b) - A Federal Perkins Loan borrower is not entitled to a deferment on a defaulted loan.  A school is not required to grant deferments on loans in default.  
· Deferment vs. In-School Enrollment Status 674.38(c)  - Sometimes a borrower transfers to another school - successfully maintaining in-school status- but the borrower does not notify the school that he or she has transferred until after the initial grace period expires.  If the borrower submits proof that he or she has re-enrolled at least half-time before the initial grace period expired. The school must recalculate the first date of repayment.  The school must also deduct from the loan balance any interest accrued and any late charges added before the date the repayment period actually should have begun.  The borrower is entitled to a full initial grace period when he or she ceases half-time enrollment in the new program.
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Complete this activity to evaluate the school’s procedures and student files.
 

	Questions/Comments Concerning other issues relevant to granting deferments:

Were the school's procedures concerning the determination of deferments for borrowers with loans before October 1, 1980, borrowers who are in default, and borrowers who were entitled to in-school deferment but did not report their eligibility in a timely fashion correct and updated?  (     ) Yes     (     ) No

If your school found deficiencies in any areas above, please complete the Management Enhancement Worksheet to explain the school's plan to correct the problem(s).


	Now that the school has completed the Federal Perkins Loan Forbearance & Deferment Assessment and has noted the results of each area in the Question/Comment Section, answer the last question in the Assessment:

· Does the school have a system to verify that it meets ALL Federal Perkins Loan Forbearance & Deferment requirements?

· Yes.   Has the school noted any good practices to identify as Effective Practices?  If so, complete an Effective Practice Form for each effective practice noted.

· No.  For each Federal Perkins Loan Forbearance & Deferment Criterion noted as a need for improvement in your institutional policies and procedures, complete a Management Enhancement Worksheet for each improvement noted.

Need for Technical Assistance:  Contact the FSA Customer Service Call Center (at 1-800-433-7327) or by email at fsa.customer.support@ed.gov or contact your regional Training Officer or Institutional Improvement Specialist by using the Technical Assistance Resources.
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  Related Modules: You may also find it helpful to complete the Perkins Repayment Module, Perkins Cancellation Module, and Perkins Due Diligence Module.
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