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(E) If the borrower did not make a 
payment or receive an economic hard-
ship deferment on the loan under para-
graph (f)(3)(i) or (f)(3)(ii) of this sec-
tion, the date the borrower made a 
payment under the income-based re-
payment plan on the loan. 

(4) Any payments made on a de-
faulted loan are not made under a 
qualifying repayment plan and are not 
counted toward the applicable loan for-
giveness period. 

(5)(i) When the Secretary determines 
that a borrower has satisfied the loan 
forgiveness requirements under para-
graph (f) of this section on an eligible 
loan, the Secretary cancels the out-
standing balance and accrued interest 
on that loan. No later than six months 
prior to the anticipated date that the 
borrower will meet the forgiveness re-
quirements, the Secretary sends the 
borrower a written notice that in-
cludes— 

(A) An explanation that the borrower 
is approaching the date that he or she 
is expected to meet the requirements 
to receive loan forgiveness; 

(B) A reminder that the borrower 
must continue to make the borrower’s 
scheduled monthly payments; and 

(C) General information on the cur-
rent treatment of the forgiveness 
amount for tax purposes, and instruc-
tions for the borrower to contact the 
Internal Revenue Service for more in-
formation. 

(ii) The Secretary determines when a 
borrower has met the loan forgiveness 
requirements under paragraph (f) of 
this section and does not require the 
borrower to submit a request for loan 
forgiveness. 

(iii) After determining that a bor-
rower has satisfied the loan forgiveness 
requirements, the Secretary— 

(A) Notifies the borrower that the 
borrower’s obligation on the loans is 
satisfied; 

(B) Provides the borrower with the 
information described in paragraph 
(f)(5)(i)(C) of this section; and 

(C) Returns to the sender any pay-
ment received on a loan after loan for-
giveness has been granted in accord-

ance with paragraph (f)(5)(i) of this sec-
tion. 

(Authority: 20 U.S.C. 1098e) 

[73 FR 63258, Oct. 23, 2008, as amended at 74 
FR 56006, Oct. 29, 2009; 77 FR 66145, Nov. 1, 
2012] 

Subpart C—Requirements, Stand-
ards, and Payments for Direct 
Loan Program Schools 

§ 685.300 Agreements between an eligi-
ble school and the Secretary for 
participation in the Direct Loan 
Program. 

(a) General. Participation of a school 
in the Direct Loan Program means 
that eligible students at the school 
may receive Direct Loans. To partici-
pate in the Direct Loan Program, a 
school must— 

(1) Demonstrate to the satisfaction of 
the Secretary that the school meets 
the requirements for eligibility under 
the Act and applicable regulations; and 

(2) Enter into a written program par-
ticipation agreement with the Sec-
retary. 

(b) Program participation agreement. In 
the program participation agreement, 
the school must promise to comply 
with the Act and applicable regulations 
and must agree to— 

(1) Identify eligible students who 
seek student financial assistance at the 
institution in accordance with section 
484 of the Act; 

(2) Estimate the need of each of these 
students as required by part F of the 
Act for an academic year. For purposes 
of estimating need, a Direct Unsub-
sidized Loan, a Direct PLUS Loan, or 
any loan obtained under any State- 
sponsored or private loan program may 
be used to offset the expected family 
contribution of the student for that 
year; 

(3) Certify that the amount of the 
loan for any student under part D of 
the Act is not in excess of the annual 
limit applicable for that loan program 
and that the amount of the loan, in 
combination with previous loans re-
ceived by the borrower, is not in excess 
of the aggregate limit for that loan 
program; 
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(4) Set forth a schedule for disburse-
ment of the proceeds of the loan in in-
stallments, consistent with the re-
quirements of section 428G of the Act; 

(5) On a monthly basis, reconcile in-
stitutional records with Direct Loan 
funds received from the Secretary and 
Direct Loan disbursement records sub-
mitted to and accepted by the Sec-
retary; 

(6) Provide timely and accurate in-
formation to the Secretary for the 
servicing and collecting of loans— 

(i) Concerning the status of student 
borrowers (and students on whose be-
half parents borrow) while these stu-
dents are in attendance at the school; 

(ii) Upon request by the Secretary, 
concerning any new information of 
which the school becomes aware for 
these students (or their parents) after 
the student leaves the school; and 

(iii) Concerning student eligibility 
and need, for the alternative origina-
tion of loans to eligible students and 
parents in accordance with part D of 
the Act; 

(7) Provide assurances that the 
school will comply with requirements 
established by the Secretary relating 
to student loan information with re-
spect to loans made under the Direct 
Loan Program; 

(8) Provide that the school will ac-
cept responsibility and financial liabil-
ity stemming from its failure to per-
form its functions pursuant to the 
agreement; 

(9) Provide for the implementation of 
a quality assurance system, as estab-
lished by the Secretary and developed 
in consultation with the school, to en-
sure that the school is complying with 
program requirements and meeting 
program objectives; 

(10) Provide that the school will not 
charge any fees of any kind, however 
described, to student or parent bor-
rowers for origination activities or the 
provision of any information necessary 
for a student or parent to receive a 
loan under part D of the Act or any 
benefits associated with such a loan; 
and 

(11) Comply with other provisions 
that the Secretary determines are nec-
essary to protect the interests of the 
United States and to promote the pur-
poses of part D of the Act. 

(c) Origination. A school that origi-
nates loans in the Direct Loan Pro-
gram must originate loans to eligible 
students and parents in accordance 
with part D of the Act. The note or evi-
dence of the borrower’s obligation on 
the loan originated by the school is the 
property of the Secretary. 

(Authority: 20 U.S.C. 1087a et seq., 1094) 

[59 FR 61690, Dec. 1, 1994, as amended at 64 
FR 58970, Nov. 1, 1999; 71 FR 64400, Nov. 1, 
2006; 78 FR 65838, Nov. 1, 2013] 

§ 685.301 Origination of a loan by a Di-
rect Loan Program school. 

(a) Determining eligibility and loan 
amount. (1) A school participating in 
the Direct Loan Program must ensure 
that any information it provides to the 
Secretary in connection with loan 
origination is complete and accurate. A 
school must originate a Direct Loan 
while the student meets the borrower 
eligibility requirements of § 685.200. Ex-
cept as provided in 34 CFR part 668, 
subpart E, a school may rely in good 
faith upon statements made by the bor-
rower and, in the case of a parent Di-
rect PLUS Loan borrower, the student 
and the parent borrower. 

(2) A school must provide to the Sec-
retary borrower information that in-
cludes but is not limited to— 

(i) The borrower’s eligibility for a 
loan, as determined in accordance with 
§ 685.200 and § 685.203; 

(ii) The student’s loan amount; and 
(iii) The anticipated and actual dis-

bursement date or dates and disburse-
ment amounts of the loan proceeds, as 
determined in accordance with 
§ 685.303(d). 

(3) Before originating a Direct PLUS 
Loan for a graduate or professional 
student borrower, the school must de-
termine the borrower’s eligibility for a 
Direct Subsidized and a Direct Unsub-
sidized Loan. If the borrower is eligible 
for a Direct Subsidized or Direct Un-
subsidized Loan, but has not requested 
the maximum Direct Subsidized or Di-
rect Unsubsidized Loan amount for 
which the borrower is eligible, the 
school must— 

(i) Notify the graduate or profes-
sional student borrower of the max-
imum Direct Subsidized or Direct Un-
subsidized Loan amount that he or she 
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