July 2002

Dear FFELP Participant:

Greetings from the nation’s guarantors supporting the Federal Family Education Loan Program
(FFELP). We appreciate your participation in the FFELP and look forward to continuing to serve
your needs and the needs of our ultimate customers—higher education students and their families.

This letter accompanies your 2002 Common Manual: Unified Student Loan Policy. The manual
has been updated to include federal regulations and guarantor policies in effect as of July 1, 2002. A
complete summary of the changes made since the July 2001 edition is included in the manual.
Additionally, we have removed the common forms from appendix F of the manual with this printing,
and instead have made them available electronically. This ensures that everyone has access to the
most current forms throughout the year. You will find instructions in appendix F guiding you to the
location of the forms.

The entire text of the manual has again been reprinted as this year’s updates include changes
throughout the manual. You need only replace the old chapters with the new pages behind the
appropriate tabs in your binder. As previously recommended, it is a good practice to archive the
pages you replace.

This edition of the Common Manual is being provided to you free of charge, as you are a valued
client of the nation’s guarantors. Once again, the Common Manual is being offered in CD-ROM
format—known as the Common Manual e-Collection—which also includes statutory, regulatory,
and other resources. Please consult your primary guarantor if you would like to receive copies of the
CD-ROM or additional paper manuals.

Finally, as we announced last year, the nation’s guarantors debuted a new online product called the
Integrated Common Manual. This version incorporates policy changes monthly, shortly after they
are approved by the Governing Board. The Integrated Common Manual is available on the National
Council of Higher Education Loan Programs (NCHELP) web site at www.nchelp.org as well as on
many guarantors' web sites.

We hope you find that the Common Manual continues to provide concise, easy-to-use guidance in
your administration of the FFELP. Please feel free to contact your primary guarantor with any
questions you may have regarding the Common Manual or its use.

Sincerely,

Richard B. Irvin
Chair, Common Manual Governing Board
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ETT] MANUAL

Unified Student Loan Policy

Summary of Changes Approved June 2001 through April 2002

This summary lists changes made since the July 2001 edition of the Common Manual.
Changes made before the July 2001 edition are shown in appendix H of the manual.

Common Manual Section

Chapter 1: Overview

Description of Change

Effective Date/Triggering Event

1.3 About the Manual Incorporates information into the manual about None. 589
products such as the Integrated Common Manual and
the Common Manual e-Collection CD-ROM.
1.4 Using, Duplicating, and Reprinting  Adds information about the use, duplication, or Retroactive to the implementation of 572
of Portions of the Common Manual reprinting of portions of the Common Manualin anew  the Common Manual.
1.5 Disclaimer section.
1.6 Participating Guarantors and
Contact Information
Chapter 2: About the FFELP
2.1.B Types of Loans Available Adds language regarding the maximum repayment Extended repayment schedules 533
period of 25 years for an extended repayment schedule, disclosed to “new borrowers” on or
and refers readers to subsection 7.6.D. after October 7, 1998, who have an
outstanding balance of principal and
interest in FFELP loans totaling more
than $30,000.
2.2.A Origination States that the only application a student may use fora  Retroactive to the implementation of 552
Stafford loan is the Free Application for Federal Student the Master Promissory Note (MPN).
Aid (FAFSA).
2.3 Other FFELP Resources Creates a new subsection in 2.3 that contains an Upon approval by the Governing 590
overview of the common form development process Board for the Integrated Common
and information as to where the most current versions ~ Manual. At the time of the 2002
of the forms are located. annual update for paper and
electronic versions of the Common
Manual.
2.3.B U.S. Department of Education Changes the references from Draft Cohort Default Rate  Cohort default rates calculated onor 538
Publications Guide and Official Cohort Default Rate Guide to Cohort  after July 1, 2001.
Default Rate Guide.
Chapter 3: Lender Participation
3.3.C Assignment of Loans Provides that a loan may be assigned only if it is fully Retroactive to the implementation of 335

3.3.D Transfer of Loan Guarantee
3.4.B Loan Assignment, Sale, or
Transfer

3.5.E Reporting Loan Assignments,
Sales, and Transfers

disbursed, or, if not fully disbursed, only if the identity of
the party to whom the borrower must make payments
does not change. Also adds the requirement that a loan
assignment or sale may occur only between lenders or
holders eligible to participate in the loan and guarantor
programs applicable to the loan type being assigned or
sold. Finally, consolidates information regarding holder
requirements for loan assignment, sale, or transfer.

the Common Manual.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

3.7.C How the LLR Program Works

Deletes the reference to receipt of an application and
inserts the phrase “request from the borrower” so that
within 60 days of receiving a complete request from the

LLR loan requests from the borrower 529
received by the guarantor on or after
implementation of the Master

borrower for an LLR loan, the guarantor must respond ~ Promissory Note (MPN).
to the borrower with an approval or denial.
Chapter 4: School Participation
4.1.B Written Agreements between Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583

Schools

to more accurately reflect the provisions for the return
of Title IV funds.

determinations made by the school on
or after October 7, 2000, unless
implemented earlier by the school on
or after November 1, 1999.

4.2.A Financial Aid Administrator
Responsibilities

Clarifies that a student's financial aid package,
including student loans, must not exceed the student's
cost of attendance.

Retroactive to the implementation of 539
the Common Manual.

4.3.C Sufficient Cash Reserve
Requirements

Updates terminology throughout the Common Manual
to more accurately reflect the provisions for the return
of Title IV funds.

Official or unofficial withdrawal 583
determinations made by the school on

or after October 7, 2000, unless
implemented earlier by the school on

or after November 1, 1999.

4.5 Leave of Absence

Defines an approved leave of absence for purposes of
the manual, as a status that retains the borrower's
eligibility for aid under the Title IV programs. Provides
specific information regarding the requirement that a
student must be able to return to the program at the
point where he or she interrupted his or her training in
order for the leave of absence to be considered an
approved leave of absence for Title IV program
purposes. Also includes information explaining how the
total number of calendar days in a payment period or
period of enroliment must be adjusted if a student
returns from an approved leave of absence and
subsequently withdraws.

Official or unofficial withdrawal 574
determinations made by the school on

or after October 7, 2000, unless
implemented earlier by the school on

or after November 1, 1999.

4.6 Withdrawal Dates

Eliminates redundant language and separates
information regarding official withdrawals and unofficial
withdrawals. Also requires a school to describe its
withdrawal process, including those actions that
constitute the beginning of the withdrawal process, in
its communications to students. In addition, includes
information regarding standard term-based programs
offered in modules including the minimum payment
period and an explanation of how return of Title IV funds
requirements must be applied to students who
withdraw from these types of programs. Finally,
removes language prohibiting the student from
rescinding his or her official notification to withdraw
more than one time.

Official or unofficial withdrawal 575
determinations made by the school on

or after October 7, 2000, unless
implemented earlier by the school on

or after November 1, 1999.

Summary of Changes Approved June 2001 through April 2002



Common Manual Section

Description of Change

Effective Date/Triggering Event

4.7.A Return Amounts for Title IV Provides clarification of rounding requirements for Official or unofficial withdrawal 576

Grant and Loan Programs determining the percentage of the payment period or determinations made by the school on
period of enroliment completed. Also explains thatthe  or after October 7, 2000, unless
concept of a student earning 100% of his or her Title IV implemented earlier by the school on
aid if the percentage of the payment period or period of  or after November 1, 1999.
enroliment completed exceeds 60% does not apply for
clock-hour programs if scheduled hours are used. In
addition, information currently included under the
subheading “Percentage of Title IV Aid Earned,” has
been moved under the subheading, “Determining the
Percentage of the Payment Period/Period of Enroliment
Completed.” The equation for calculating the
percentage of Title IV aid earned has been added to the
manual.

4.7.A Return Amounts for Title IV Permits a school to include funds from a second or Return of Title IV funds calculations 577

Grant and Loan Programs subsequent disbursement of FFELP funds as aid that completed on or after
could have been disbursed when completing return of ~ December 1, 2000.

Title IV funds calculations if the institution would have
been permitted to deliver the funds on or before the
date the student withdrew.

4.7.A Return Amounts for Title IV Adds the formula for determining the amount of Title IV Official or unofficial withdrawal 584

Grant and Loan Programs aid earned. Also clarifies that the amount of Title IV loan  determinations made by the school on
and grant aid that is unearned and must be returned is  or after October 7, 2000, unless
equal to the total amount of disbursed Title IV aid minus  implemented earlier by the school on
the amount of Title IV aid which has been earned. or after November 1, 1999.

4.7.A Return Amounts for Title IV Provides information regarding the inclusion of Provisions applicable to the Cost of 585

Grant and Loan Programs institutional charges in the return of Title IV funds Attendance (COA) are retroactive to
calculation and the treatment of a waiver of tuition and  the implementation of the Common
fees in calculating the student's cost of attendance. Manual. Provisions applicable to the
Also addresses return calculations in cases in which return of Title IV funds are effective for
Title IV aid is delivered to a student before the official or unofficial withdrawal
institutional charges are met. determinations made by the school on

or after October 7, 2000, unless
implemented earlier by the school on
or after November 1, 1999.

4.7.A Return Amounts for Title IV Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583

Grant and Loan Programs to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless

implemented earlier by the school on
or after November 1, 1999.

4.10 Recordkeeping Requirements Clarifies that for the initial or any subsequent loan made  Disbursements made by electronic 569
using a Master Promissory Note (MPN), the funds transfer (EFT) or master check
authorization for disbursement by EFT or master check  on loans made using a Master
is included on the MPN. Also, wording changes were Promissory Note (MPN).
made to facilitate electronic records.

Chapter 5: Borrower Eligibility and Loan Certification

5.2.E Prior Overpayment, Default, Includes the conditions a borrower must meet in order  Stafford and PLUS loan eligibility 595

Discharge, or Write-Off

to be eligible for a new PLUS or Stafford loan if the
borrower received a conditional discharge of a prior
loan due to a total and permanent disability.

determinations made on or after
July 1, 2002.
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Common Manual Section

Description of Change

Effective Date/Triggering Event

5.2.E Prior Overpayment, Default, States that a borrower who has had a prior loan Stafford and PLUS loan eligibility 596
Discharge, or Write-Off discharged due to total and permanent disability on or  determinations made on or after
after July 1, 2001, but before July 1, 2002, must July 1, 2001.
reaffirm the discharged loan if the borrower applies for
a loan within 3 years from the date the borrower
became totally and permanently disabled, as certified
by a physician. In this case, the borrower must reaffirm
the previously discharged loan before receiving any
new loan. In addition, clarifies that the policies under
this subheading apply to borrowers who have received
a final discharge due to total and permanent disability.
5.3 Eligibility Requirements Specificto  Clarifies that a student's financial aid package, Retroactive to the implementation of 539
Stafford Loans including student loans, must not exceed the student's  the Common Manual.
cost of attendance.
5.7 Loan Limits and Amounts Clarifies that a borrower who exceeds a Title IV loan Retroactive to the implementation of 555
limit is ineligible for any additional Title IV funding until  the Common Manual.
the borrower has resolved the excess loan amount.
5.7.C Determining the Period of States that the maximum period of enroliment for which  Loans certified by the school on or 578
Enroliment the school may certify a loan for a defaulted borrower  after June 29, 2001.
whose eligibility to borrow FFELP loans has been
reinstated during the current academic year is the
academic year during which the borrower regained
eligibility, unless the borrower is not eligible for other
reasons. Also adds a reference to section ©C18.9 within
subsection 5.7.C.
5.7.E Determining the Student’s Cost  Provides information regarding the inclusion of Provisions applicable to the Cost of 585
of Attendance (COA) institutional charges in the return of Title IV funds Attendance (COA) are retroactive to
calculation and the treatment of a waiver of tuition and  the implementation of the Common
fees in calculating the student's cost of attendance. Manual. Provisions applicable to the
Revised policy also addresses return calculations in return of Title IV funds are effective for
cases in which Title IV aid is delivered to a student official or unofficial withdrawal
before the institutional charges are met. determinations made by the school on
or after October 7, 2000, unless
implemented earlier by the school on
or after November 1, 1999.
5.7.H Stafford Loan Annual and Updates terminology throughout the Common Manual ~ Official or unofficial withdrawal 583
Aggregate Loan Limits to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless
implemented earlier by the school on
or after November 1, 1999.
5.8.A Preventing Overawards Clarifies that a student's financial aid package, Retroactive to the implementation of 539

including student loans, must not exceed the student's
cost of attendance.

the Common Manual.
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Common Manual Section Description of Change Effective Date/Triggering Event

5.8.D Determining the Disbursement  Eliminates redundant language and separates Official or unofficial withdrawal 575
Schedule information regarding official withdrawals and unofficial ~determinations made by the school on
withdrawals. Also requires a school to describe its or after October 7, 2000, unless
withdrawal process, including those actions that implemented earlier by the school on

constitute the beginning of the withdrawal process, in  or after November 1, 1999.
its communications to students. In addition, includes

information regarding standard term-based programs

offered in modules including the minimum payment

period and an explanation of how return of Title IV funds

requirements must be applied to students who

withdraw from these types of programs. Finally,

removes language prohibiting the student from

rescinding his or her official notification to withdraw

more than one time.

Chapter 6: Guarantee, Disbursement, and Delivery

6.2 Loan Disbursement by Lenders States that the lender must not disburse loan proceeds  Retroactive to the implementation of 526
6.2.A Earliest Date a Loan May be prior to the date certified by the school on the the Common Manual.
Disbursed disbursement schedule or any revised disbursement

date that the school, or the guarantor acting on behalf

of the school, subsequently requests. Also allows

lenders to disburse loans prior to obtaining a guarantee

disclosure if it has the guarantor’s prior approval.

6.2.D Disbursement of Loan Proceeds Clarifies that for the initial or any subsequent loan made  Disbursements made by electronic 569
by Electronic Funds Transfer (EFT) or  using a Master Promissory Note (MPN), the funds transfer (EFT) or master check
Master Check authorization for disbursement by EFT or master check  on loans made using a Master

is included on the MPN. Also, wording changes were Promissory Note (MPN).
made to facilitate electronic records.

6.2.D Disbursement of Loan Proceeds Clarifies that for the initial or any subsequent loan made  Disbursements made by electronic 569
by Electronic Funds Transfer (EFT) or ~ using a Master Promissory Note (MPN), the funds transfer (EFT) or master check
Master Check authorization for disbursement by EFT or master check  on loans made using a Master

is included on the MPN. Also, wording changes were Promissory Note (MPN).
made to facilitate electronic records.

6.2.1 Effect of Bankruptcy on Loan Provides that the lender is strongly encouraged to Bankruptcy notices received by the 544
Disbursement cancel unmade disbursements if a borrower files a lender on or after January 1, 2002,

bankruptcy action for which a claim must be filed. If the  unless implemented earlier by the

borrower files a bankruptcy action that does notrequire  guarantor.

the lender to file a claim with the guarantor (meaning

the loans are not dischargeable), then the lender may,

but is not required to, make unmade loan

disbursements.

6.2.1 Effect of Bankruptcy on Loan Advises the lender not to request the school to return Bankruptcy notices received by the 591

Disbursement any undelivered loan funds to the lender. lender on or after July 1, 2002, unless
implemented earlier by the guarantor.

6.3.A Verification of Satisfactory Clarifies that the 150% rule for program completion is  Retroactive to the implementation of 540

Academic Progress not based on the completion time normally allotted fora  the Common Manual.

program, but on the published program length. Also
clarifies that the requirement for a student to complete
his or her program of study within 150% of the
published program length applies only to
undergraduate programs.

Summary of Changes Approved June 2001 through April 2002 v



Common Manual Section Description of Change Effective Date/Triggering Event

6.3.C Notices and Authorizations Removes language referencing Stafford loans made Retroactive to the implementation of 541
using a common loan application and promissory note.  the Master Promissory Note (MPN).

In addition, the exception for students enrolled in study-
abroad programs or eligible foreign schools to provide a
power of attorney for an individual not affiliated with the
school to sign the authorization for release of electronic
funds transfer (EFT) or master check disbursements
has been eliminated from this subsection because this
authorization is included on the Master Promissory Note
(MPN) and does not pertain to PLUS loans.

6.3.G Return of Loan Proceeds States that, if required, a school must return unearned  School refund determinations made 546
loan funds to the lender within 30 days of the date the  on or after October 7, 2000, unless
school determines that the student officially or implemented earlier by the school on
unofficially withdrew, took an unapproved leave of or after November 1, 1999.
absence, did not return from a leave of absence, or was
expelled.

6.3.G Return of Loan Proceeds Updates the subsection title and the first subheading Official or unofficial withdrawal 586
and adds a new subheading that describes the determinations made by the school on
information that follows. Also, terminology within the  or after October 7, 2000, unless
subsection has been updated to reflect return of Title IV implemented earlier by the school on
funds requirements. or after November 1, 1999.

6.5 Students Who Transfer Removes references to the common application and Stafford loans certified by the school 603
promissory note for Federal Stafford loans, since a for any period of enrollment beginning
borrower must complete a Free Application for Federal  on or after July 1, 2000, and for any
Student Aid (FAFSA) and a Master Promissory Note Stafford loan certified on or after
(MPN) to obtain a Stafford loan for loan periods on or July 1, 2000, regardless of the loan
after July 1, 2000. period begin date. The common

Consolidation loan forms were issued
by the Department for immediate use
in October 2000, and are required to
be used for Consolidation loan
applications signed by the borrower
on or after January 1, 2002.

6.5.B Students Who Transfer after Full  Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583

Disbursement of the Loan to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless

implemented earlier by the school on
or after November 1, 1999.

Chapter 7: Loan Servicing

7.3 Verification of Enroliment Revised policy adds that the collection and distribution  The date the school receives a letter 542
of student status information is via the National Student  from the Department indicating that
Loan Data System (NSLDS). Also, deletes from section  the school has successfully tested its
7.3 instruction on how the Student Status Confirmation  SSCR process through the NSLDS.

Report (SSCR) is to be completed because more
complete instruction is provided in section 4.8.
7.5 Repayment Notification Corrects language to more accurately reflect that a The requirement to provide 534

7.5.A Notifying Stafford Loan
Borrowers of Repayment Terms

7.5.C Notifying PLUS Loan Borrowers
of Repayment Terms

borrower must be notified of repayment information in
simple and understandable terms at or before the
beginning of the repayment period. The repayment
period for a PLUS loan begins on the date of the /ast
disbursement of the loan. The time frame for providing
repayment information to Stafford and SLS loan
borrowers is also being removed from section 7.5.
References to these time frames already exist in
subsections 7.5.A and 7.5.B.

repayment information to borrowers
in simple and understandable terms is
effective July 1, 2000. All other
revisions are effective retroactive to
the implementation of the Common
Manual.

Summary of Changes Approved June 2001 through April 2002
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Common Manual Section

Description of Change

Effective Date/Triggering Event

7.6.A Determining the Borrower’s Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583

Indebtedness to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless

implemented earlier by the school on
or after November 1, 1999.

7.6.D Repayment Schedules “New borrowers” on or after October 7, 1998, may Extended repayment schedules 537
qualify for an extended repayment schedule if they have  disclosed on or after January 1, 2002.
multiple lenders and an aggregate FFELP loan amount
totaling more than $30,000. A lender must retain a
record of the basis for determining a borrower’s
eligibility for an extended repayment schedule, if the
total loan amount it holds is not more than $30,000.

7.6.D Repayment Schedules Deletes the words “10-year” to allow for other Retroactive to the implementation of 570
maximum repayment periods for an income-sensitive  the Common Manual.
repayment schedule.

7.7 Interest Charges Adds to the “Loan Servicing” chapter text regarding For loans entering repayment at a 560
servicing loans with lower interest rates, similar to text  reduced interest rate on or after
already in subsections 6.1.D and 9.3.D. Subsection March 1, 1997, unless implemented
A.1.A s cross-referenced in cites referring to reduced  earlier by the guarantor.
interest rates and so should provide more precise
guidance.

7.10.A In-School or Student States that a student on a leave of absence may Title IV recipients who withdraw on or 587

Deferment maintain eligibility for an in-school deferment if that after October 7, 2000, unless
student's cumulative leaves of absence do not exceed  implemented earlier by the school on
180 days for any 12-month period, rather than 60 days or after November 1, 1999.
as previously indicated in subsection 7.10.A.

7.10.A In-School or Student Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583

Deferment to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless

implemented earlier by the school on
or after November 1, 1999.

7.10.A In-School or Student Removes references to the common application and Stafford loans certified by the school 603

Deferment promissory note for Federal Stafford loans, since a for any period of enrollment beginning
borrower must complete a Free Application for Federal  on or after July 1, 2000, and for any
Student Aid (FAFSA) and a Master Promissory Note Stafford loan certified on or after
(MPN) to obtain a Stafford loan for loan periods on or July 1, 2000, regardless of the loan
after July 1, 2000. period begin date. The common

Consolidation loan forms were issued
by the Department for immediate use
in October 2000, and are required to
be used for Consolidation loan
applications signed by the borrower
on or after January 1, 2002.
7.10.B Summer Bridge Extension Adds that a PLUS borrower may be eligible for a Retroactive to the implementation of 559

summer bridge extension and removes the
unnecessary assertion that a Stafford loan borrower is
not required to request the summer bridge extension if
the borrower has not used the grace period.

the Common Manual.

Summary of Changes Approved June 2001 through April 2002
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Common Manual Section Description of Change Effective Date/Triggering Event
7.11 Forbearance Clarifies that a lender must grant a forbearance for a Teacher loan forgiveness requests 568
7.11.C Mandatory Forbearance period not to exceed 60 days while the lender is received by the lender on or after
7.11.D Mandatory Administrative awaiting a completed Teacher Loan Forgiveness July 1, 2001.
Forbearance Application from the borrower. The lender must also
grant a forbearance for the period from the date the
lender receives a completed Teacher Loan Forgiveness
Application from the borrower to the date the lender
receives a denial of the request or the forgiveness
amount from the guarantor. The borrower is not
required to request the forbearance in either case.
7.11.B Administrative Forbearance States that after the lender receives reliable information  Reliable but unofficial notifications of 579
7.11.D Mandatory Administrative indicating that the borrower or, in the case of a PLUS a borrower's or, in the case of a PLUS
Forbearance loan, the borrower or dependent student has died, the  loan, the dependent student's death
lender is required to grant a mandatory administrative  received by the lender after
forbearance to a borrower for a period not to exceed 60  August 21, 2001.
days, until the lender receives documentation of the
death. The lender may grant an administrative
forbearance for up to an additional 60 days if more time
is needed to obtain this documentation.
7.11.1 Documentation Required for Creates consistency for records that a lender must Retroactive to the implementation of 556
Authorized Forbearance retain regarding a forbearance period and aligns policy  the Common Manual.
with current processes and technologies, including
imaged document retention. Also states that a lender
must retain a copy of the forbearance agreement
signed by the borrower and a record of the forbearance
start and end dates, and document the reason for
granting the forbearance.
7.12.A Ineligibility Based on Borrower  Updates terminology throughout the Common Manual ~ Official or unofficial withdrawal 583
Error to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless
implemented earlier by the school on
or after November 1, 1999.
Chapter 8: Delinquency, Default, and Claims
Chapter CClg; Delinquency, Default, and Claims - Common Claim Initiative
8.1.B Delinquency of Loans Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583
ccig 1.8 Delinquency of Loans to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless
implemented earlier by the school on
or after November 1, 1999.
8.2.A Default Claims Removes redundant information regarding timely filing  Retroactive for loans on which the 557
€Cig.2.A Default Claims deadlines for default claims, by moving all information  first day of delinquency on the oldest
regarding the filing time frames under the same outstanding due date is on or after
subheading re-titled “Filing Time Frames for Default July 1, 2000, unless implemented
Claims.” Adds introductory language to the beginning of  earlier by the guarantor.
this subsection that states if a borrower defaults on his
or her loan, the lender may file a default claim with the
guarantor. Also, states that the lender may be required
to provide the guarantor with additional information that
is received after the claim has been filed.
8.2.B Death Claims Removes the incorrect reference to a death claim thatis  Retroactive to the implementation of 543

€Ci8.2.B Death Claims

purchased after the 60th day, clarifying that a death
claim not filed by the 60th day will be subject to an
interest penalty, and the lender will be required to repay
all interest benefits and special allowance payments for
amounts received or otherwise payable after the
expiration of the 60-day filing deadline.

the Common Manual.

Summary of Changes Approved June 2001 through April 2002
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Common Manual Section

Description of Change

Effective Date/Triggering Event

8.2.C Total and Permanent Disability
Claims

CC1g.2.C Total and Permanent
Disability Claims

Removes the reference to the regulatory basis, in order
to clarify that guarantors will continue to support that
the lender may grant the borrower an administrative
forbearance if a lender receives reliable information
indicating that a borrower has become totally and
permanently disabled. The lender may grant the
borrower an administrative forbearance, not to exceed
60 days, until the lender receives the certification of the
borrower's total and permanent disability. It also
provides that if a forbearance is not granted, the lender
must continue collection activities until it receives a
“written request” from the physician for additional time
to determine whether the borrower is totally and
permanently disabled.

Total and permanent disability 592
discharge requests received by the
lender on or after July 1, 2002.

8.2.C Total and Permanent Disability
Claims

€Cig.2.C Total and Permanent
Disability Claims

Clarifies that if a physician who has previously
submitted a written request for additional time to
submit the certification does not submit that
certification within the 60-day suspension of collection
activity, the lender must resume collection activity and
treat the loan as though forbearance had been granted
during the 60-day period. In addition, adds language to
clarify the lender's responsibility to make an initial
determination of eligibility for total and permanent
disability discharge based upon its receipt of the
borrower's request and required certifications.

Total and permanent disability 597
discharge requests received by the
lender on or after July 1, 2002.

8.2.C Total and Permanent Disability
Claims

€Clg.2.C Total and Permanent
Disability Claims

Requires disability claims to be purchased on a
“conditional” basis and assigned to the Department for
3 years before being fully discharged. Instructs lenders
to file the claim with the actual outstanding principal
balance, regardless of payments received after the
date, certified by the physician, that the borrower
became totally and permanently disabled. Provides
that, after a lender receives a disability claim payment
from the guarantor, the lender must forward to the
guarantor any payments subsequently received from or
on behalf of the borrower. In addition, at the time the
claim is filed, a lender must provide the guarantor with
a record of any payments received after the date,
certified by the physician, that the borrower became
unable to work and earn money.

Completed total and permanent 598
disability discharge requests received
by the lender on or after July 1, 2002.

8.2.C Total and Permanent Disability
Claims

€Cig.2.C Total and Permanent
Disability Claims

States that a borrower's obligation to repay a loan may
be discharged if a doctor of medicine or osteopathy,
legally authorized to practice in a state, certifies that
the borrower is totally and permanently disabled, and
removes the language that assumes the loan is
canceled in this case. In addition, the revised criteria
for establishing the borrower's eligibility for discharge
provide that the borrower is not considered totally and
permanently disabled on the basis of a condition that
existed at the time the loan was made, rather than
before he or she applied for the loan.

Completed total and permanent 599
disability discharge requests received
by the lender on or after July 1, 2002.
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8.2.C Total and Permanent Disability ~ Adds borrower notification requirements applicable Completed total and permanent 600
Claims after the lender has filed a total and permanent disability discharge requests received
CCIg.2.C Total and Permanent disability claim with the guarantor. If the guarantor pays by the lender on or after July 1, 2002.
Disability Claims the claim, the lender must notify the borrower that the

loan will be assigned to the Department for

determination of eligibility for a total and permanent

disability discharge. If the guarantor determines that

the borrower is not eligible, the claim will be returned to

the lender with an explanation of the reason for the

denial. The lender must notify the borrower that the

application for a disability discharge has been denied.

The notification to the borrower must include the basis

for the denial and inform the borrower that the lender

will resume collection on the loan.
8.2.C Total and Permanent Disability =~ Adds a description of the conditional discharge period  July 1, 2002. 601
Claims as applicable to borrowers who request a discharge of
ccIg.2.C Total and Permanent their loan obligation due to a total and permanent
Disability Claims disability.
8.2.D Bankruptcy Claims Provides that the lender is strongly encouraged to Bankruptcy notices received by the 544

CCig.2.0 Bankruptcy Claims

cancel unmade disbursements if a borrower files a
bankruptcy action for which a claim must be filed. If the
borrower files a bankruptcy action that does not require
the lender to file a claim with the guarantor (meaning
the loans are not dischargeable), then the lender may,
but is not required to, make unmade loan
disbursements.

lender on or after January 1, 2002,
unless implemented earlier by the
guarantor.

8.2.D Bankruptcy Claims
CCig.2.0 Bankruptcy Claims

Clarifies that if a loan is in any status other than
repayment at the time a bankruptcy notification is
received by a lender, the lender should ascertain the
correct loan status at the conclusion of the bankruptcy
action and place the loan into the applicable status.

Retroactive to the implementation of 561
the Common Manual.

8.2.D Bankruptcy Claims
CCig.2.0 Bankruptcy Claims

States that a bankruptcy claim and proof of claim, if
applicable, must be filed with all required documents
within 30 days after the lender's receipt of the Notice of
the First Meeting of Creditors or other confirmation
issued by the debtor's attorney or the bankruptcy court,
or within 30 days after the date the guarantor provides
the lender with bankruptcy information and instructs
the lender to file a bankruptcy claim, whichever is
earlier.

Bankruptcy notifications received by 571
the lender on or after July 1, 2002,

unless implemented earlier by the
guarantor.

8.2.D Bankruptcy Claims Provides that the lender is strongly encouraged to Bankruptcy notices received by the 544
€c1g.2.D Bankruptcy Claims cancel unmade disbursements if a borrower files a lender on or after January 1, 2002,
bankruptcy action for which a claim must be filed. If the  unless implemented earlier by the
borrower files a bankruptcy action that does notrequire  guarantor.
the lender to file a claim with the guarantor (meaning
the loans are not dischargeable), then the lender may,
but is not required to, make unmade loan
disbursements.
8.2.G Closed School Loan Discharge  States that the claim file documentation sent by the Claim documentation submitted by 580

€Clg.2.G Closed School Loan
Discharge

8.2.H False Certification Loan
Discharge

CCIg.2.H False Certification Loan
Discharge

lender to the guarantor in the claim package must
include the original promissory note or a copy of the
promissory note certified by the lender as true and
exact.

the lender on or after July 1, 2001.
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8.2.1 Unpaid Refund Discharge
€C1g.2.1 Unpaid Refund Discharge

Requires the guarantor to approve a borrower's unpaid
refund discharge request if the guarantor and the
borrower are unable to resolve the unpaid refund with
an open school within 120 days of the date the
guarantor receives the completed unpaid refund
discharge request.

Completed unpaid refund discharge 581
requests received by the guarantor on
or after July 1, 2001.

8.2.1 Unpaid Refund Discharge
€C1g.2.1 Unpaid Refund Discharge

Clarifies that to be considered for an unpaid refund
discharge, a borrower must declare that he or she, or
the student in the case of a PLUS loan, received at least
part of the proceeds of a FFELP loan on or after January
1, 1986, to attend school.

Completed unpaid refund discharge 602
requests received by the guarantor on
or after July 1, 2001.

8.3.B Claim File Documentation

Updates terminology throughout the Common Manual
to more accurately reflect the provisions for the return
of Title IV funds.

Official or unofficial withdrawal 583
determinations made by the school on

or after October 7, 2000, unless
implemented earlier by the school on

or after November 1, 1999.

€Cig.3.B Claim File Documentation

Requires disability claims to be purchased on a
“conditional” basis and assigned to the Department for
3 years before being fully discharged. Instructs lenders
to file the claim with the actual outstanding principal
balance, regardless of payments received after the
date, certified by the physician, that the borrower
became totally and permanently disabled. Provides
that, after a lender receives a disability claim payment
from the guarantor, the lender must forward to the
guarantor any payments subsequently received from or
on behalf of the borrower. In addition, at the time the
claim is filed, a lender must provide the guarantor with
a record of any payments received after the date,
certified by the physician, that the borrower became
unable to work and earn money.

Completed total and permanent 598
disability discharge requests received
by the lender on or after July 1, 2002.

8.3.B Claim File Documentation
€CI8.3.B Claim File Documentation

Clarifies that the assignment of a loan may be included
in the certification language on a claim form or, in the
case of the common Claim Form, the loan assignment
is included in the certification language on the form.
Also clarifies that, in the case of a loan assignment on
the common Claim Form, the lender is not required to
provide additional information or certifications.

In addition, policy amends text regarding letterhead
assignments to refer to the “lender's letterhead” and
provides that lenders using electronic claim filing
processes should work with the guarantor to ensure
assignment processes are in place to ensure prompt,
efficient ownership transfers at claim.

For provisions related to subsection 566
8.3.B, retroactive to the

implementation of the Common

Manual.

For provisions related to subsection
€CIg.3.B, effective for claims filed on
and after the guarantor's
implementation of the claim portions

of chapter CClg,

8.3.B Claim File Documentation
€CIg.3.B Claim File Documentation
8.3.C Missing Claim File
Documentation

€C18.3.C Missing Claim File
Documentation

States that the claim file documentation sent by the
lender to the guarantor in the claim package must
include the original promissory note or a copy of the
promissory note certified by the lender as true and
exact.

Claim documentation submitted by 580
the lender on or after July 1, 2001.

8.5 Claim Recalls
€Cig.5 Claim Recalls

Clarifies the lender is required to recall a claim if the
loan is brought 210 or fewer days delinquent by the
approval of a forbearance agreement.

Retroactive to the implementation of 530
the Common Manual.

8.5 Claim Recalls
CCI8.5 Claim Recalls

Adds the requirement that the lender recall the claim if
the bankruptcy case is dismissed.

Retroactive to the implementation of 547
the Common Manual.
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8.6.0 Requests for Increase in Claim  Implements the $50 minimum supplemental claim Supplemental claim requests filed by 554
Payment payment, a key provision in the Common Claim the lender on or after July 1, 2002
Initiative (CCI). Also, requires the use of the common unless implemented earlier by the
Supplemental Claim Form. guarantor.
8.7 Claim Repurchase Clarifies that the lender is not required to repurchase a  Retroactive to the implementation of 548
€Cig.7 Claim Repurchase loan upon which the default claim was paid prior to the  the Common Manual.
date of the bankruptcy petition.
8.7 Claim Repurchase Clarifies the repurchase requirements applicable to a Bankruptcy petitions received by the 588
€Cig.7 Claim Repurchase loan purchased as a default claim for which the guarantor on or after July 1, 2002,
guarantor subsequently receives documentation that unless implemented earlier by the
the bankruptcy petition preceded the date of default. guarantor.
8.8.C Penalties for Due Diligence States that a gap of 46 days or more (61 days or more  Retroactive to loans on which the first 551
Violations and Gaps in the case of a transfer) results in the guarantee day of delinquency on the oldest
CClg.8.C Penalties for Due Diligence cancellation and the 46th day (or 61st for loans with a  outstanding due date is after July 1,
Violations and Gaps transfer) following the date of the last collection activity 1996.
will be considered the violation date.
8.8.C Penalties for Due Diligence Adds that the earliest unexcused violation date is the Retroactive to loans on which the first 562
Violations and Gaps day after the date of default. Also, clarifies that the day of delinquency on the oldest
ccig 8.C Penalties for Due Diligence  references to subsections 8.8.H and ©¢'8.8.H are for outstanding due date is on or after
Violations and Gaps cure procedures. July 1, 2000, unless implemented
earlier by the guarantor.
8.8.F Reinstatement of the Guarantee:  Adds language advising a lender that it may begin cure  Retroactive to the implementation of 531
Cure Procedures activities immediately upon the discovery of a loss of the Common Manual.
CCI8.8.F Reinstatement of the guarantee, as opposed to waiting until the loan is being
Guarantee: Cure Procedures prepared for claim filing or until a claim is rejected by
the guarantor.
8.8.H Cure Procedure for Due Clarifies the reasons for the loss of guarantee and the ~ Retroactive to the implementation of 563
Diligence Violations and Gaps cure procedures required in order to reinstate the the Common Manual.
ccig.8.H Cure Procedure for Due guarantee on a loan after the guarantee has been
Diligence Violations and Gaps cancelled as a result of due diligence violations or gaps.
CClg.8.K Intensive Collection Activities Removes the paragraph about penalties for timely filing  Effective with the implementation of 558
(ICA)/Location Cure Procedure violations. Information regarding penalties for timely the Common Claim Initiative (CClI).
filing violations of ineligible borrower claims is now
included in €C'8.8.E.
8.10 Rehabilitation of Defaulted Loans States that when a defaulted student loan has been July 1, 2001. 582
CCI8.10 Rehabilitation of Defaulted rehabilitated and purchased by a lender, the guarantor Note: Guarantors are encouraged to
Loans will indicate to the national credit bureaus that the publish their guarantor
default is to be removed from the borrower's credit implementation procedures related to
history. this change.
€Cl8.12 Claim Form Specifies that under the Common Claim Initiative (CCl),  Retroactive to claims files by the 593
the lender must provide on the Claim Form the total lender on the Claim Form.
amount of payments made by or on behalf of the
borrower.
CClg.13 Supplemental Claim Form Coordinates the chart of required data elements for Supplemental claims filed under the 594

filing a supplemental claim request under the CCl with
the revisions made to the Supplemental Claim Form.
Reorders the data elements and deletes the
requirement that a lender must provide the date the
lender or servicer prepared the form.

CCl by the lender on or after July 1,
2002.

xii
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Chapter 9: Federal Consolidation Loans

9.2 Borrower Eligibility and Underlying  Clarifies that the borrower certifies that he or she meets  Consolidation loans made using the 567
Loan Holder Requirements those eligibility criteria that are specifically required, by  common Consolidation Loan
statute and regulations, to be certified by signing the Application and Promissory Note.
common Consolidation loan application and that no
separate certifications are necessary.
9.2 Borrower Eligibility and Underlying  Deletes all references to Consolidation loan forms other  Consolidation loan applications 553
Loan Holder Requirements than the common Consolidation loan forms and deletes  signed by borrowers on or after
9.3.B Completing the Application references to the differences between using the January 1, 2002.
9.3.C Completing the Verification common Consolidation loan forms and using other
Certificate Consolidation loan forms.
9.5.B Maximum Repayment Period Enhances the “Maximum Repayment Periods for Repayment schedules disclosed to 535
Consolidation Loans” chart by adding a footnote “new borrowers” on or after
clarifying that a “new borrower” on or after October 7, 1998.
October 7, 1998, with an outstanding balance of
principal and interest in FFELP loans totaling more than
$30,000, may select an extended repayment schedule
that allows for a repayment period not to exceed 25
years.
Chapter 10: Cohort Default Rates and Appeals
10.3 Draft Cohort Default Rates and Changes the references from Draft Cohort Default Rate  Cohort default rates calculated onor 538
Challenges Guide and Official Cohort Default Rate Guide to Cohort  after July 1, 2001.
Default Rate Guide.
Chapter 11: Program Reviews
11.3.A The Preliminary Review Adds National Student Loan Data System (NSLDS) Retroactive to the implementation of 545
11.3.B The On-Site Review rosters, reporting, and procedures to the list of items NSLDS reporting.
11.3.C Program Review Report that a guarantor may include in a school program
review and NSLDS Lender Manifest, error reports, and
procedures to the list of items that a guarantor may
include in a lender or servicer program review. Also
adds improper NSLDS reporting and procedures to the
list of common program review findings.
11.3.C Program Review Report Aligns the text in these sections of the manual with Title IV recipients who withdrew onor 532
other manual text. Pro rata refunds were eliminated after October 7, 2000, unless
with the implementation of the new return of Title IV implemented earlier by the school on
funds requirements set forth in §668.22 of the Federal  or after November 1, 1999.
Register dated November 1, 1999.
11.3.C Program Review Report Removes outdated examples of common program Not applicable. 564
review findings and adds current examples of common
program review findings.
Chapter 12: Limitation, Suspension, and Termination
12.2.B Prehearing Conferences and Details the availability, form, and purpose of a Retroactive to the implementation of 527
Informal Compliance Procedures prehearing conference for either a school or a third- the Common Manual.
party servicer, and the availability of an informal
compliance procedure for either a lender or a servicer.
Appendix A: Interest Benefits and Special Allowance
A.1.A Amount of Federal Interest Adds to the “Loan Servicing” chapter text regarding For loans entering repayment at a 560

Benefits

servicing loans with lower interest rates, similar to text
already in subsections 6.1.D and 9.3.D. A.1.Ais cross-
referenced in cites referring to reduced interest rates
and so should provide more precise guidance.

reduced interest rate on or after
March 1, 1997, unless implemented
earlier by the guarantor.
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A.1.B When Federal Interest Benefits  States that if a loan is disbursed on the first day of the  Retroactive to the implementation of 528

Will Be Paid period of enroliment, the lender may begin billing for the Common Manual.
interest benefits on the date of disbursement. Also
states that for a disbursement made by individual
check, the lender may begin billing for interest benefits
10 days before the first day of the period of enroliment
or on the date of disbursement, whichever is later. For
disbursements made by master check or EFT, the
lender may begin billing for interest benefits 3 days
before the first day of the period of enroliment or on the
date of disbursement, whichever is later.

Appendix F: Common Forms

Appendix F Eliminates the forms from appendix F in the Common  Upon approval by the Governing 590
Manual since these forms will be included on the 2002  Board for the Integrated Common
version of the Common Manual e-Collection CD-ROM Manual. At the time of the 2002
and will also now be maintained on the National Council annual update for paper and
of Higher Education Loan Programs (NCHELP) web site  electronic versions of the Common
as well as many guarantor web sites. Also, createsa  Manual.
new subsection in 2.3 that contains an overview of the
common form development process and information as
to where the most current versions of the forms are
located.

Appendix G: Glossary

Assignment of a Loan Adds a glossary definition to clarify that the term Retroactive to the implementation of 335
“assignment of a loan” refers to the change of an the Common Manual.
ownership interest in a loan.

Common Application The definition of “Common Application” was updated to  Stafford loans certified by the school 603
state that a common application is now used to obtaina for any period of enrollment beginning
Federal Consolidation loan. on or after July 1, 2000, and for any

Stafford loan certified on or after
July 1, 2000, regardless of the loan
period begin date. The common
Consolidation loan forms were issued
by the Department for immediate use
in October 2000, and are required to
be used for Consolidation loan
applications signed by the borrower
on or after January 1, 2002.

Cost of Attendance Clarifies that a student's financial aid package, Retroactive to the implementation of 539
including student loans, must not exceed the student's  the Common Manual.
cost of attendance.

Disposable Income Removes the definition of “Disposable Income” from Retroactive to the implementation of 536
the Glossary. the Common Manual.

Leave of Absence Defines an approved leave of absence for purposes of  Official or unofficial withdrawal 574
the manual, as a status that retains the borrower's determinations made by the school on
eligibility for aid under the Title IV programs. or after October 7, 2000, unless

implemented earlier by the school on
or after November 1, 1999.

Loan Sale Adds a definition of the term “loan sale” to clarify thatit  Retroactive to the implementation of 335
is a change of ownership of the loan. the Common Manual.

Loan Transfer Amends the definition of the term “loan transfer” to Retroactive to the implementation of 335

clarify that the transaction pertains solely to the
movement of a loan from one servicing system to
another.

the Common Manual.
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Multiple Data Entry (MDE) Processor Deletes the glossary definition of “Multiple Data Entry ~ Retroactive to the implementation of 565

(MDE) Processor.” the Common Manual.
National Council of Higher Education ~ Adds a glossary definition for the National Council of None. 589
Loan Programs (NCHELP) Higher Education Loan Programs (NCHELP).
Pro Rata Refund Eliminates the definitation of pro rata refunds, which Title IV recipients who withdrew onor 532
were eliminated with the implementation of the new after October 7, 2000, unless
return of Title IV funds requirements set forth in implemented earlier by the school on
§668.22 of the Federal Register dated or after November 1, 1999.
November 1, 1999.
Return of Title IV Funds Updates terminology throughout the Common Manual  Official or unofficial withdrawal 583
to more accurately reflect the provisions for the return  determinations made by the school on
of Title IV funds. or after October 7, 2000, unless

implemented earlier by the school on
or after November 1, 1999.

Satisfactory Academic Progress Clarifies that the 150% rule for program completionis  Retroactive to the implementation of 540
not based on the completion time normally allotted fora  the Common Manual.
program, but on the published program length. Also
clarifies that the requirement for a student to complete
his or her program of study within 150% of the
published program length applies only to
undergraduate programs.

Week Updates the glossary definition of “Week” to affirm that A “week of instruction” as determined 549
time provided to prepare for final examinations must by the school on or after July 1, 2001.
occur after the last scheduled day of classes for a term
or payment period, as applicable.

Appendix H: History of Federal Education Loan Programs and the Common Manual

H.1 History of Federal Education Loan  Updates history to include policies with effective dates  Not applicable.
Programs and the Common Manual on or before January 2002.

H.2 History of Excess Interest Rebates  Annual variable interest rates listed in “Summary of Not applicable.
and Variable Interest Rate Conversions Variable-Rate Conversion Provisions” table updated to
include rates effective through June 30, 2002.

|
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