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Ofc. of Postsecondary Educ., Education § 674.63 

indicates that the veteran may be to-
tally and permanently disabled as de-
fined in § 674.51(aa)(1), the veteran may 
reapply for a total and permanent dis-
ability discharge in accordance with 
the procedures described in § 674.61(b). 

(iv) If the documentation from the 
Department of Veterans Affairs indi-
cates that the veteran is totally and 
permanently disabled as defined in 
§ 674.51(aa)(2), the institution must sub-
mit a copy of the veteran’s application 
and the documentation from the De-
partment of Veterans Affairs to the 
Secretary. At the time the application 
and documentation are submitted to 
the Secretary, the institution must no-
tify the veteran that the veteran’s dis-
charge request has been referred to the 
Secretary for determination of dis-
charge eligibility and that no pay-
ments are due on the loan. 

(v) If the documentation from the De-
partment of Veterans Affairs does not 
indicate that the veteran is totally and 
permanently disabled as defined in 
§ 674.51(aa)(2), the institution must re-
sume collection on the loan. 

(3) Secretary’s determination of 
eligibility. (i) If the Secretary deter-
mines, based on a review of the docu-
mentation from the Department of 
Veterans Affairs, that the veteran is 
totally and permanently disabled as de-
fined in § 674.51(aa)(2), the Secretary 
notifies the institution of this deter-
mination, and the institution must— 

(A) Discharge the veteran’s obliga-
tion to make further payments on the 
loan; and 

(B) Return to the person who made 
the payments on the loan any pay-
ments received on or after the effective 
date of the determination by the De-
partment of Veterans Affairs that the 
veteran is unemployable due to a serv-
ice-connected disability. 

(ii) If the Secretary determines, 
based on a review of the documentation 
from the Department of Veterans Af-
fairs, that the veteran is not totally 
and permanently disabled as defined in 
§ 674.51(aa)(2), the Secretary notifies 
the institution of this determination, 
and the institution must resume col-
lection on the loan. 

(d) No Federal reimbursement. No Fed-
eral reimbursement is made to an in-

stitution for cancellation of loans due 
to death or disability. 

(e) Retroactive. Discharge for death 
applies retroactively to all Defense, 
NDSL, and Perkins loans. 

(Approved by the Office of Management and 
Budget under control number 1845–0019) 

(Authority: 20 U.S.C. 425, 1070g, 1087dd; sec. 
130(g)(2) of the Education Amendments of 
1976, Pub. L. 94–482) 

[52 FR 45758, Dec. 1, 1987, as amended at 53 
FR 49147, Dec. 6, 1988. Redesignated and 
amended at 59 FR 61413, 61415, Nov. 30, 1994; 
64 FR 58315, Oct. 28, 1999; 65 FR 65690, Nov. 1, 
2000; 66 FR 44007, Aug. 21, 2001; 72 FR 61998, 
Nov. 1, 2007; 73 FR 35494, June 23, 2008; 73 FR 
36793, June 30, 2008; 74 FR 55664, Oct. 28, 2009; 
74 FR 55987, Oct. 29, 2009] 

§ 674.62 No cancellation for prior serv-
ice—no repayment refunded. 

(a) No portion of a loan may be can-
celled for teaching. Head Start, volun-
teer or military service if the bor-
rower’s service is performed— 

(1) During the same period that he or 
she received the loan; or 

(2) Before the date the loan was dis-
bursed to the borrower. 

(b) The institution shall not refund a 
repayment made during a period for 
which the borrower qualified for a can-
cellation unless the borrower made the 
payment due to an institutional error. 

(Authority: 20 U.S.C. 425 and 1067ee) 

[52 FR 45758, Dec. 1, 1987. Redesignated at 59 
FR 61413, Nov. 30, 1994] 

§ 674.63 Reimbursement to institutions 
for loan cancellation. 

(a) Reimbursement for Defense loan 
cancellation. (1) The Secretary pays an 
institution each award year its share of 
the principal and interest canceled 
under §§ 674.55 and 674.59(a). 

(2) The institution’s share of can-
celled principal and interest is com-
puted by the following ratio: 

I

I F+
Where I is the institution’s capital contribu-

tion to the Fund, and F is the Federal cap-
ital contribution to the Fund. 

(b) Reimbursement for NDSL and Fed-
eral Perkins loan cancellation. The Sec-
retary pays an institution each award 
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