Federal Perkins Repayment Activity #4: Hardship Payment Reduction



Student ID: _______________________________________________________

(There are two pages to this document)

Instructions:  Pull a sample of at least 10 Federal Perkins borrowers for whom the school applied reduction in payments due to hardship.  Complete the following worksheet for each student to ensure compliance with all applicable regulations and requirements:

Hardship Payment Reduction


· If the borrower requested, the school reduced the borrower's scheduled payments for up to one year at a time if the borrower was scheduled to pay the $40 minimum monthly payment and the school determined that the borrower was unable to make the scheduled payments due to hardship, such as prolonged illness or unemployment.


Extending the Repayment Period For Hardship and Low-Income Individuals 674.33 (c).

· If the school extended the repayment period for the borrower (if the borrower was experiencing a period of prolonged illness or unemployment or if the borrower was considered a "low-income individual"), the following conditions were met:

· The school documented the student's prolonged illness or unemployment, as applicable.

· The student met the definition of a "low-income individual" See 2003-04 FSA Handbook, Federal Perkins Loan, page 5-31, 2002-03 FSA Handbook, Federal Perkins Loan, page 5-29, and 674.33 (c)(2).

· For NDSLs made on or after October 1, 1980 and for all Perkins Loan, the school extended the borrower's repayment period only up to 10 additional years if, during the repayment period, the school determined that the borrower qualified as a low-income individual.

· The school reviewed the borrower's status annually to determine whether he or she still qualified.

· If the borrower no longer qualified, his or her repayment schedule must be amended so that the number of months in it did not exceed the number of months remaining on the original repayment schedule (not counting the extension period).

· As an alternative to extending the payment period, the school required the borrower to pay a reduced amount for a limited time and then later increased the payment amount so that the borrower caught up on the payments. 

· As another alternative, the school allowed the borrower to pay $10 per month for a year and then resume normal payments (this type of adjustment extends the repayment period).



Did the School meet its responsibilities? _____Yes _____No

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