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Issue Paper 1: Establishing a New Pay As You Earn (PAYE) Repayment Plan

Session 3: April 28 - 30, 2015
Statutory cites: §8455(d)(1)(D) and 455(e) of the Higher Education Act of 1965, as amended
Regulatory cites: §§685.208(k), 685.209, and 685.219(c)

Summary of Change: Addeds a new income-contingent repayment plan, called the Revised Pay As You
Earn (REPAYE) plan, to §685.209 of the Direct Loan Regulations. The REPAYE plan is modeled on the Pay
as You Earn (PAYE) repayment plan, and would be available to all Direct Loan student borrowers whe

have-a-partiat-financiabhardship(PFH}-at the-time-they-seleet the RERAYE-plan; regardless of when the

student borrowerss received their Direct Loans.

To target the plan to the neediest borrowers, the REPAYE plan has several new features not in the PAYE
plan:

e For married borrowers filing separately, the AGI of both the borrower and the spouse are used
to-determine-whether the borrowerhas-aPEH-and-to determine whether the borrower has te-a
PFH and to calculate the monthly payment amount._A borrower who is separated from his or
her spouse or is unable to reasonably access their spouse’s income, is not required to provide
their spouse’s AGL.

e For subsidized loans, if a borrower’s monthly payment is not sufficient to pay the accrued
interest (negative amortization), the Secretary does not charge the borrower the remaining
accrued interest for a period not to exceed three consecutive years from the repayment start
date under the REPAYE plan, the same as under the PAYE plan. Following this three-year period,
under the REPAYE plan, the Secretary charges 50 percent of the remaining accrued interest on
subsidized loans during periods of negative amortization.

e For unsubsidized loans (including Direct PLUS Loans made to graduate students), and for
subsidized loans for which the borrower has become responsible for accruing interest due in
accordance with Section 685.200(f) of the Direct Loan regulations, the Secretary charges 50
percent of the remaining accrued interest during periods of negative amortization.

e If the combined outstanding balance of a borrower’s loans being repaid under the REPAYE plan
is $57,500 or less at the time the borrower initially enters the REPAYE plan, the repayment
period is 20 years.

e If the combined outstanding balance of a borrower’s loans being repaid under the REPAYE plan
is greater than $57,500 at the time the borrower initially enters the REPAYE plan, the repayment
period is 25 years.
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After 20 or 25 years of qualifying repayment, as applicable, the remaining balance of the
borrower’s loans that have been repaid under the REPAYE plan is forgiven.

For each year a borrower is in the REPAYE plan, the borrower’s monthly payment amount is
recalculated based on income and family size information provided by the borrower (If a process
becomes available in the future that allows borrowers to give consent to access their income
and family size from the Internal Revenue Service or another Federal source, the proposed
regulations would accommodate use of such a process for recalculating a borrower’s monthly
payment amount). There is no cap on the monthly payment amount.

For each subsequent year after a borrower’s is-in initial year on the REPAYE plan, the Secretary
redetermines whether the borrower has a Partial Financial Hardship (PFH).-using-the-same-PFH
formula-used-to-determine-initial-eligibility-for REPAYE-If the borrower does not have a PFH,
accrued interest is capitalized.

If the borrower does not provide the income or family size information needed to recalculate

the monthly repayment amount, the borrower is removed from REPAYE and placed in an

alternative repayment plan. The monthly payment amount under the alternative repayment

plan equals the amount required to pay off the loan within 10 years from the date the borrower

begins repayment under -the_alternative repayment plan, or by the end date of the 20- or 25-

year REPAYE repayment period, whichever is earlier.

. The borrorewer may return to the REPAYE plan if the borrower provides the income and family

size information for the period that the borrower was on the alternative repayment plan. If the

payments the borrower was required to make under the alternative repayment plan are less
than the payments -the borrower would have been required to make under the REPAYE plan,
the monthly REPAYE payment amount is adjusted to ensure that the excess amount owed by
the borrower is paid in full by the end of the REPAYE repayment period.

Payments made under the alternative repayment plan do not count toward pPublic Sservice

Uoan Fforgiveness, but may count for forgiveness under the REPAYE plan or another income-
driven repayment plan if the borrower returns to the REPAYE plan or changes to another
income-driven repayment plan.

In addition, we’ve made conforming changes to §685.208 (Repayment plans); -§685.209(a) (Pay As You
Earn repayment plan); §685.209(b) (Income-contingent repayment plan); and §685.221 (Income-based
repayment plan); and §685.219 (Public Service Loan Forgiveness Program).-

Changes: See attached regulatory text.

§685.208 Repayment plans.
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(a) General—(1) Borrowers who entered repayment before July 1, 2006. (i) A Direct Subsidized Loan, a
Direct Unsubsidized Loan, a Direct Subsidized Consolidation Loan, or a Direct Unsubsidized
Consolidation Loan may be repaid under—

(A) The standard repayment plan in accordance with paragraph (b) of this section;
(B) The extended repayment plan in accordance with paragraph (d) of this section;
(C) The graduated repayment plan in accordance with paragraph (f) of this section;

(D) The income-contingent repayment plans in accordance with paragraphs (k)(2) or (k)(3) of this section;
or ~

(E) The income-based repayment plan in accordance with paragraph (m) of this section.
(i) A Direct PLUS Loan or a Direct PLUS Consolidation Loan may be repaid under—
(A) The standard repayment plan in accordance with paragraph (b) of this section;

(B) The extended repayment plan in accordance with paragraph (d) of this section; or
(C) The graduated repayment plan in accordance with paragraph (f) of this section.

(2) Borrowers entering repayment on or after July 1, 2006. (i) A Direct Subsidized Loan, a Direct
Unsubsidized Loan, or a Direct PLUS Loan that was made to a graduate or professional student borrower
may be repaid under—

(A) The standard repayment plan in accordance with paragraph (b) of this section;

(B) The extended repayment plan in accordance with paragraph (e) of this section;

(C) The graduated repayment plan in accordance with paragraph (g) of this section;

(D) The income-contingent repayment plans in accordance with paragraph (k) of this section; or
(E) The income-based repayment plan in accordance with paragraph (m) of this section.

(i) A Direct PLUS Loan that was made to a parent borrower may be repaid under—

(A) The standard repayment plan in accordance with paragraph (b) of this section;

(B) The extended repayment plan in accordance with paragraph (e) of this section; or

(C) The graduated repayment plan in accordance with paragraph (g) of this section.

(i) A Direct Consolidation Loan that did not repay a parent Direct PLUS Loan or a parent Federal PLUS
Loan may be repaid under—

(A) The standard repayment plan in accordance with paragraph (c) of this section;
(B) The extended repayment plan in accordance with paragraph (e) of this section;

(C) The graduated repayment plan in accordance with paragraph (h) of this section;
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(D) The income-contingent repayment plans in accordance with paragraph (k) of this section; or
(E) The income-based repayment plan in accordance with paragraph (m) of this section.

(iv) A Direct Consolidation Loan that repaid a parent Direct PLUS Loan or a parent Federal PLUS Loan
may be repaid under—

(A) The standard repayment plan in accordance with paragraph (c) of this section;

(B) The extended repayment plan in accordance with paragraph (e) of this section;

(C) The graduated repéyment plan in accordance with paragraph (h) of this section; or

(D) The income-contingent repayment plan in accordance with paragraph (k)(2) of this section.

(v) No scheduled payment may be less than the amount of interest accrued on the loan between monthly
payments, except under the income-contingent repayment plans, the income-based repayment plan, or
an alternative repayment plan.

(3) The Secretary may provide an alternative repayment plan in accordance with paragraph (1) of this
section.

(4) All Direct Loans obtained by one borrower must be repaid together under the same repayment plan,
except that—

(i) A borrower of a Direct PLUS Loan or a Direct Consolidation Loan that is not eligible for repayment
under the-an income-contingent repayment plan or the income-based repayment plan may repay the
Direct PLUS Loan or Direct Consolidation Loan separately from other Direct Loans obtained by the
borrower; and '

(i) A borrower of a Direct PLUS Consolidation Loan that entered repayment before July 1, 2006, may
repay the Direct PLUS Consolidation Loan separately from other Direct Loans obtained by that borrower.

(5) Except as provided in §685.209 and §685.221 for the income-contingent repayment plans erand the
income-based repayment plan, the repayment period for any of the repayment plans described in this
section does not include periods of authorized deferment or forbearance.

[***]

(k) Income-contingent repayment plans. (1) Under the income-contingent repayment plan described in
§685.209(a), the required monthly payment for a borrower who has a partial financial hardship is limited
to no more than 10 percent of the amount by which the borrower's AGI exceeds 150 percent of the
poverty guideline applicable to the borrower's family size, divided by 12. The Secretary determines
annually whether the borrower continues to qualify for this reduced monthly payment based on the
amount of the borrower's eligible loans, AGI, and poverty guideline.

.(2) Under the income-contingent repayment plan described in §685.209(b), a borrower's monthly
repayment amount is generally based on the total amount of the borrower's Direct Loans, family size, and
AGI reported by the borrower for the most recent year for which the Secretary has obtained income
information.
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(3) Under the income-contingent repayment plan described in §685.209(c), a borrower’s required monthly
payment is limited to no more than 10 percent of the amount by which the borrower's AGI exceeds 150
percent of the poverty guideline applicable to the borrower's family size, divided by 12, unless the
borrower's monthly payment amount is adjusted in accordance with §685.209(¢)(4)(Vii}(E).-

{3)(4) For the income-contingent repayment plan described in §685.209(b), the regulations in effect at the
time a borrower enters repayment and selects the income-contingent repayment plan or changes into the
income-contingent repayment plan from another plan govern the method for determining the borrower's
monthly repayment amount for all of the borrower's Direct Loans, unless—

(i) The Secretary amends the regulations relating to a borrower's monthly repayment amount under the
income-contingent repayment plan; and

(i) The borrower submits a written request that the amended regulations apply to the repayment of the
borrower's Direct Loans.

£43(5) Provisions governing the income-contingent repayment plans are in §685.209.
[* * *]

§685.209 Income-contingent repayment plans.

(a) Pay As You Earn repayment plan: The Pay As You Earn repayment plan is an income-contingent
repayment plan for eligible new borrowers.

(1) Definitions. As used in thisparagraph (a) of this section—

(2)***

(iii) If the borrower's monthly payment amount is not sufficient to pay the accrued interest on the
borrower's Direct Subsidized loan or the subsidized portion of a Direct Consolidation Loan, the Secretary
does not charge the borrower the remaining accrued interest for a period not to exceed three consecutive
years from the established repayment period start date on that loan under the Pay As You Earn
repayment plan. Any period during which the Secretary has previously not charged the borrower accrued
interest on an eligible loan under the income-based repayment plan or the Revised Pay As You Earn
repayment plan counts toward the maximum three years of subsidy a borrower is eligible to receive under
the Pay As You Earn repayment plan. On a Direct Consolidation Loan that repays loans on which the
Secretary has not charged the borrower accrued interest, the three-year period includes the period for
which the Secretary did not charge the borrower accrued interest on the underlying loans. This three-year
period does not include any period during which the borrower receives an economic hardship deferment.

(6) Loan forgiveness (i) To qualify for loan forgiveness after 20 years, a borrower must have participated
in the Pay As You Earn repayment plan and satisfied at least one of the following conditions during that
period:
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* * *

(E) Made monthly payments under the income-contingent repayment plan described in paragraph (b) of
this section, the Revised Pay As You Earn repayment plan described in paragraph (c) of this section, or
the income-based repayment plan described in §685.221, including a calculated monthly payment
amount of $0.00.

(F) Made monthly payments under the alternative repayment plan described in §685.209(c)(4)(vi) and (vii)
prior to changing to a fepayment plan described under §685.209 or §685.224;

(EG) Received an economic hardship deferment on eligible Direct Loans
(li) de ¥ ¥

(iii) For a borrower who qualifies for the Pay As You Earn repayment plan, the beginning date for the 20-
year period is—

(A) If the borrower made payments under the income-contingent repayment plan described in paragraph
(b) of this section, the Revised Pay As You Earn repayment plan described in paragraph (c) of this
section. or the income-based repayment plan described in §685.221, the earliest date the borrower made
a payment on the loan under one of those plans at any time after October 1, 2007; or

(B) If the borrower did not make payments under the income-contingent repayment plan described in
paragraph (b) of this section, the Revised Pay As You Earn repayment plan described in paragraph (c) of
this section, or the income-based repayment plan described in §685.221—

[***]

(b) Income-contingent repayment plan: The income-contingent repayment (ICR) plan is an income-
contingent repayment plan under which a borrower's monthly payment amount is generally based on the
total amount of the borrower's Direct Loans, family size, and AGI.

(3) Other features of the ICR plan—i)

[* * ]

(iii) Repayment period. (A) The maximum repayment period under the ICR plan is 25 years.

(B) The repayment period includes—

(1) Periods in which the borrower makes payments under the ICR plan on loans that are not in default;

(2) Periods in which the borrower makes reduced monthly payments under the income-based repayment
plan or a recalculated reduced monthly payment after the borrower no longer has a partial financial
hardship or stops making income-based payments, as provided in §685.221(d)(1)(i);

(3) Periods in which the borrower made monthly payments under the Pay As You Earn repayment plan_or
the Revised Pay As You Earn repayment plan;
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(4) Periods in which the borrower made monthly payments under the alternative repayment plan

described in §685.209(c)(4)(vi) and {vii) prior to changing to a repayment plan described under §685.209
or §685.221:

[Note: Although all of the proposed regulatory language for the Revised Pay As You Earn (REPAYE)
repayment plan is new, most of it will replicate the reg language for current PAYE. To make it easier
to distinguish the differences between the two plans, only REPAYE langu'age that deviates from
current PAYE language is shown in redline.]

(c) Revised Pay As You Earn repayment plan: The Revised Pay As You Earn {RERPAY.E)-repayment plan
(REPAYE pian) is an income-contingent repayment plan for-eligible-new-berrowersunder which a
borrower's monthly payment amount is based on the borrower's AGI and family size.

(1) Definitions. As used in this-sestionparagraph (c) of this section—

(i) Adjusted gross income (AGI) means the borrower's adjusted gross income as reported to the Internal
Revenue Service. For a married borrower filing jointly, AGI includes both the borrower's and spouse's
income_and is used to calculate the monthly payment amount- For a married borrower filing separately,
monthly payment amount, unless, -the borrower certifies, on a form approved by the Secretary, that the
borrower is --

{A) Separated from his or her spouse; or

(B) Unable to reasonably access the income information of his or her spouse.

(i) Eligible loan means any outstanding loan made to a borrower under the Direct Loan Program or the
FFEL Program except for a defaulted loan, a Direct PLUS Loan or Federal PLUS Loan made to a parent
borrower, or a Direct Consolidation Loan or Federal Consolidation Loan that repaid a Direct PLUS Loan
or Federal PLUS Loan made to a parent borrower,

{wy-(iii) Family size means the number that is determined by counting the borrower, the borrower's spouse
5 and the borrower's children, including unborn children who will be born during the year the borrower
certifies family size, if the children receive more than half their support from the borrower. Family size
does not include the borrower’s spouse for a borrower filing separately if the borrower is separated from

his or her spouse, or if the borrower is filing separately and is unable to reasonably access the spouse’s
income information. A borrower's family size includes other individuals if, at the time the borrower certifies
family size, the other individuals—
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(A) Live with the borrower, and

(B) Receive more than half their support from the borrower and will continue to receive this support from
the borrower for the year the borrower certifies family size. Support includes money, gifts, loans, housing,
food, clothes, car, medical and dental care, and payment of college costs;

¥(iv) Partial financial hardship means a circumstance in which—

(A) For an unmarried borrower, or-a-married-borrowerwho-files-an-individual- Federal-taxreturn-the
annual amount due on all of the borrower's eligible loans, as calculated under a standard repayment plan
based on a 10-year repayment period, using the greater of the amount due at the time the borrower
initially entered repayment or at the time the borrower electeds the REPAYE

plan, exceeds 10 percent of the difference between the borrower's AGI and 150 percent of the poverty
guideline for the borrower's family size; or

(B) For a married borrower-whe-files-ajoint Federal-tax-return-with-his-or-her-speuse, the annual amount
due on all of the borrower's eligible loans and, if applicable, the spouse’s eligible loans, as calculated
under a standard repayment plan based on a 10-year repayment period, using the greater of the amount
due at the time the loans initially entered repayment or at the time the borrower or spouse electeds the

REPAYE repaymentplan, exceeds 10 percent of the difference between the borrower's
and spouse's AGI, and 150 percent of the poverty guideline for the borrower's family size; and

(vi)(v) Poverty guideline refers to the income categorized by State and family size in the poverty
guidelines published annually by the United States Department of Health and Human Services pursuant
to 42 U.S.C. 9902(2). If a borrower is not a resident of a State identified in the poverty guidelines, the
poverty guideline to be used for the borrower is the poverty guideline (for the relevant family size) used
for the 48 contiguous States.

(2) Terms of the Revised Pay As You Earn repayment plan. (i) A-borrower-may-selectthe-Pay-As-You

arp-Fepayn p i ower-has-a-partial-financial-hardship-The borrowers-aggregate
monthly loan payments of a borrower who selects the REPAYE plan are limited to no more than 10
percent of the amount by which the borrower's AGI exceeds 150 percent of the poverty guideline
applicable to the borrower's family size, divided by 12, unless the borrower's monthly payment amount is
adjusted upward in accordance with paragraph (c)(4)(vii)(E) of this section.

(i) The Secretary adjusts the calculated monthly payment if—

(A) Except for borrowers provided for in paragraph {a)(c)(2)(ii)(B) of this section, the-totalameunt-of-the
borrower's eligible loans are not solely Direct Loans, in which case the Secretary determines the
borrower's adjusted monthly payment by multiplying the calculated payment by the percentage of the total
outstanding principal amount of the borrower's eligible loans that are Direct Loans;

(B) Both the borrower and borrower's spouse have eligible loans-and-filed-a-joint-Federaltax-return, in
which case the Secretary determines—

(1) Each borrower's percentage of the couple's total eligible loan debt;

(2) The adjusted monthly payment for each borrower by multiplying the calculated payment by the
percentage determined in paragraph (a)(c)(2)(ii)(B)(7) of this section; and
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(3) If the borrower's loans are held by multiple holders, the borrower's adjusted monthly Direct Loan
payment by multiplying the payment determined in paragraph {a)(c)(2)(ii)(B)(2) of this section by the
percentage of the total outstanding principal amount of the borrower's eligible loans that are Direct Loans;

(C) The calculated amount under paragraph £a(c)(2)(i), Xc)(2)(ii)(A), or {a)(c)(2)(ii)(B) of this section is
less than $5.00, in which case the borrower's monthly payment is $0.00; or

(D) The calculated amount under paragraph {2)(c)(2)(i), £)(c)(2)(ii)(A), or £a)(c)(2)(ii)(B) of this section is
equal to or greater than $5.00 but less than $10.00, in which case the borrower's monthly payment is
$10.00.

(iii) If the borrower's monthly payment amount is not sufficient to pay the accrued interest on the
borrower's loan—

(A) Except as provided in paragraph (c)(2)(iii)(B) of this section, for a Direct Subsidized leanlLoan or the
subsidized portion of a Direct Consolidation Loan, the Secretary does not charge the borrower the
remaining accrued interest for a period not to exceed three consecutive years from the established
repayment period start date on that loan under the Ray-AsYou EarnrepaymentREPAYE plan._Following
this three-year period, the Secretary charges the borrower 50 percent of the remaining accrued interest
on the Dlrect SubS|d|zed Loan or the subsrdlzed portion of a Dlrect Consolldatlon Loan. -Any—peneédunng

na o eg-ren

e@@%ewé%&%m#memymemw%&mmmm
repays-loans-on-which-the-Secretary-has-not-charged-the-berrower-acerued-interestthe-three-year-period
includes-the-period-forwhich-the-Secretary-did-not-charge-the-borrower-accrued-interest-on-the-underlying
loans—This-three-yearperiod-does-notinclude-any-period-during-which-the-borrowerreceives-an
econemic-hardship-deferment-

(B) For a Direct Unsubsidized Loan, a Direct PLUS Loan made to a graduate or professional student, of
the unsubsidized portion of a Direct Consolidation Loan, or for a Direct Subsidized Loan or the subsidized
portion of a Direct Consolidation Loan for which the borrower has become responsible for accruing
interest in accordance with §685.200(f)(3), the Secretary charges the borrower 50 percent of the
remaining accrued interest.

(C) The three-year period described in paragraph (c)(2)(iii)(A) of this section--

(1) Does not include any period during withwhich the borrower receives an economic hardship deferment;

(2) Includes any prior period of repayment under the income-based repayment plan or the Pay As You
Earn rRepayment plan; and

(3) For a Direct Consolidation Loan, includes any period in which the underlying loans were repaid under
the income-based repayment plan or the Pay As Your Earn rRepayment pPlan.

(iv)(A) Except as provided in paragraph {a)(c)(2)(iii) of this section, accrued interest is capitalized—

(7) When the Secretary a-borroweris determinesd te-nelongerhavethat a borrower does not have a
partial financial hardship; or

(2) At the time a borrower-chososes-to leaves the-Ray-AsYou-Earm REPAYE repaymentplan,
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(B)(1) The amount of accrued interest capitalized under paragraph {a)(c)(2)(iv)(A)(1) of this section is
limited to 10 percent of the original principal balance at the time the borrower entered repayment under

the Pay-As-You-EarnrepaymentREPAYE plan.

(2) After the amount of accrued interest reaches the limit described in paragraph 2)(c)(2)(iv)(B)(7) of this
section, interest continues to accrue, but is not capitalized while the borrower remains on the

EarnrepaymentREPAYE plan,

(v) If the borrower's monthly payment amount is not sufficient to pay any of the principal due, the payment
of that principal is postponed until the borrower ghoeses-to-leaves the Pay-As-You-EarrRREPAYE

repayment plan or nolongerthe Secretary determines the borrower does not have-has-a partial financial
hardship. '

(VI) iod-fora-borrower-unde s aV-a oY 3 ats plan-may-be-grea
than-10-years-A borrower who no longer wishes to repay under the REPAYE plan may change to a
different repayment plan in accordance with §685.210(b).

O n-ren mean

(3) Payment application and prepayment. (i) The Secretary applies any payment made under the Pay-As
You-EamREPAYE repaymentplan in the following order:

(A) Accrued interest.
(B) Collection costs.
(C) Late charges.
(D) Loan principal.

(i) The borrower may prepay all or part of a loan at any time without penalty, as provided under
§685.211(a)(2).

(iii) If the prepayment amount equals or exceeds a monthly payment amount of $10.00 or more under the
repayment schedule established for the loan, the Secretary applies the prepayment consistent with the
requirements of §685.211(a)(3).

(iv) If the prepayment amount exceeds a monthly payment amount of $0.00 under the repayment
schedule established for the loan, the Secretary applies the prepayment consistent with the requirements
of paragraph ¢a3(c)(3)(i) of this section.

(4-)-Qhange@-‘;;c,z«vfhev-mymen%ame%i}-MWngemmﬁdﬂm@H%ﬁ%rme
WWW&HWWM%M@HWW@&@G&@@W
recalowlates-the-borrower's monthly- payment—The-Secretary-alse-recaleulates-the-montbly-payment for-a
borower-who-chooses to-stop-making-income-contingent-payments-h-either case-as-a-result-of-the
recaleulation—
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£5)(4) Eligibility documentation, verification, and notifications. (i)(A) For the vear the borrower initially

selects the REPAYE plan and for each subsequent yvear that the borrower remains on the plan, Tthe
Secretary determines whether-a-berrower-has-a-parial-financial-hardship to-gualify-forthe Pay-As-You
EamRERAYE repayment-plan-forthe-year the-borrowser selests-the-plan-and-for each-subseguentyear
that-the-borrower remains-en-the-planand-determines-the borrower's monthly payment amount for that
year. For each subsequent year that the borrower remains on the plan, the Secretary also determines
whether the borrower has a partial financial hardship.To make this-these determinations, the Secretary
requires the borrower to provide documentation, acceptable to the Secretary, of the borrower's AGI.

(B) If the borrower's AGI is not available, or if the Secretary believes that the borrower's reported AGI
does not reasonably reflect the borrower's current income, the borrower must provide other
documentation to verify income.

(C) Unless otherwise directed by the Secretary, Thethe borrower must annually certify the borrower's
family size. If the borrower fails to certify family size, the Secretary assumes a family size of one for that
year.

(i) After making the determinations described in paragraph (S)A)(IMA) of this section for the initial year
that the borrower selects the REPAYE plan and for each subseguent vear that the borrower remains on
the plana-determination that-a borrewer has-a-partialfinancial-hardship-to-gualify-for the REPAYE Pay.-As
You-Earn-repayment-planfor-the- year-the- borrower-initially selects the-plan-and-for each-subsequent year
that-the-borrower-has-a-partial-financial-hardship, the Secretary sends the borrower a written notification
that provides the borrower with—

(A) The borrower's scheduled monthly payment amount, as calculated under paragraph {a)(c)(2) of this
section, and the time period during which this scheduled monthly payment amount will apply (annual
payment period);

(B) Information about the requirement for the borrower to annually provide the information described in
paragraph a}5)(c)(4)(i) of this section, if the borrower chooses to remain on the Pay-As-You
EarmnmREPAYE repayment-plan after the initial year on the plan, and an explanation that the borrower will
be notified in advance of the date by which the Secretary must receive this information;

(C) An explanation of the consequences, as described in paragraphs a}5)(c)(4)(i)(C),(c)(4)(vi), and
{a}5)(c)(4)(vii) of this section, if the borrower does not provide the required information; and

(D) Information about the borrower's option to request, at any time during the borrower's current annual
payment period, that the Secretary recalculate the borrower's monthly payment amount if the borrower's
financial circumstances have changed and the income amount that was used to calculate the borrower's
current monthly payment no longer reflects the borrower's current income. If the Secretary recalculates
the borrower's monthly payment amount based on the borrower's request, the Secretary sends the
borrower a written notification that includes the information described in paragraphs {a)(c)(54)(ii)(A)
through {a}5)(c)(4)(ii)(D) of this section.

(iii) For each subsequent year that a borrower who-currently-has-a-partial-financial-hardship-remains on
the Pay-As-You-EarnRREPAYE repaymentplan, the Secretary notifies the borrower in writing of the
requirements in paragraph (a}5)(c)(4)(i) of this section no later than 60 days and no earlier than 90 days

prior to the date specified in paragraph {a}5)(c)(4)(iii)(A) of this section. The notification provides the
borrower with-—
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(A) The date, no earlier than 35 days before the end of the borrower's annual payment period, by which
the Secretary must receive all of the documentation described in paragraph {a}5)(c)(4)(i) of this section
(annual deadline); and

(B) The consequences if the Secretary does not receive the information within 10 days following the
annual deadline specified in the notice, including the borrower's-new-monthiy-payment- amount-as
éetermi»ned~a»néer—pa;ag}paphi&a}{:i}{i}eﬁhis-»-seet%en;u--the»-ef-ieetéve---eé»a-te»f»@r---the---ﬁe@aﬁe&iateé--m@m?%iy
paymem--amo&-n—t—;-A-an-d---thefaet—that«-aﬂpa%é»aes«cued--%nterest-—wéi{»be~-Gapitai%zeé~8%-~-t-he-en<%@f—the&;@¥¢eweris
aarpen-t—-an-nuai---payment-»perieé---m»—aseoﬁdanee»wimvpa;agraphu-{a}{;Z}{W}--»@f-~th-‘ss~~se@t§enas described in
paragraphs (c)(4)(vi) and (c)(4)(vii) of this section. '

(iv) Each time the Secretary makes a determination that a borrower neo-longer-hasdoes not have a partial
financial hardship for a subsequent year that the borrower wishes to remain on the plan, the Secretary
sends the borrower a written notification that provides-the-borrower-with—

(B)-An-explanation-that-unpaid interest will be capitalized in accordance with paragraph a){c)(2)(iv) of this
section:=and,

(C)-Information-about-the-borrower s-optiop-to-request-at-any-time; that-the-Secretary-redetermine
whether the-borrower-has-a partial financiak-hardship-if the-borrower s-financial-ciroumstances-have
z;ha-ﬂgeé--aﬂmhe--'msem&ameuﬂ-t—useééedetermme-—that—«zh&borr»awer»-»ﬁ@-—ien-gef»»ha@~~a~~pama¥~§manciat
haxéship-d@esmt—reﬂeetnthew;eweﬁsement—%ne@me;»---and»--an«ex-p%a»na&iemha%z%he-«beﬁewec-wﬁ%%
n@t&ﬁed«amuau%gf-»this--ept%K—the%eere%ar—y-Qetem@%nesihat-»t»he~~bes?mwe;:--agam»-has@paﬁiakfmaneiai'
hardship;«the-Seeretary—*eea%e&iates%he.m#swerls-mea%héy--paymem---‘m»as@srdanee«mth—pa-r-ag%aph
éa—}-{Q--}(—i-}-»@f~this---see—ti@n-~and—sends---thewbermweF-«a---w;i»ttewnetif—i@a-t»ion---t%%at----in@!@dfa&themmf@rmaﬁ@n
described-in-paragraphs{a}5) Ay through-(a)(5)i{B}-of this-section-

{v}—?er-eaeh--subseqaemyear—that—a«beweweﬁwhe@ees~n@i—eu¢¥ea§551-»-havea—par%iai-ﬁna%ia#haréship
remains-emthe@ay-A&kﬁgu-Eam;epayment—plaa-theéeeretaw—-seads-the—be&mwe:—a—w#tten—neﬁﬁeaﬁeﬂ
that includes-the-information described-in-paragraph-(a}{B}ivC)-of- this-section:

{vi){v) If a borrower who is currently repaying under another repayment plan selects the Pay-As-You-Earn
REPAYE repaymentplan but does not provide the documentation described in paragraphs
EX5)(C)(4)(i)(A) or {a}5)(c)(4)(i)(B) of this section, or-ifthe-Secretary-¢ i
not-have-a-partiak-financial-hardship;-the borrower remains on his or her current repayment plan.

Except as provided in paragraph (c)(4)(viii) of this section, if a borrower who is currently repaying under
the Pay-As-You-EarnREPAYE repayment-plan remains on the plan for a subsequent year but the
Secretary does not receive the documentation described in paragraphs {a}8)(c)(4)(i)(A) andor
(@)¥5)(c)(4)(i)(B) of this section within 10 days of the specified annual deadline, the Secretary removes the
borrower from the REPAYE plan and places the borrower on an alternative repayment plan under which
the borrower's required monthly payment is the amount necessary to repay the borrower’s loan in full
within the earlier of—

(A) 40-Ten years from the date the borrower begins repayment under the alternative repayment plan; or-
a—n!eas---t»he»--8es{fetapy»»is---abie&e---deteFmine-the-cr-awe-rfs---new--man-thly--»-paymentmamou-n%-befere--the--end-ef
the borrower's-current-annual-payment-perod-
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{B) The ending date of the 20- or 25-year period as described in paragraphs (c)(5)(i) and (c)(5)ii) of this
section.

{vi) If the Secretary places the borrower on an alternative repayment plan in accordance with paragraph
(ci{d)vi) of this section, the Secretary sends the borrower a written notification thatinformings the
borrower that-—-

{A) The borrower has been placed on an alternative repayment plan;

(B) The borrower’s monthly payment amount has been recalculated in accordance with paragraph
(c)(4)(vi) of this section:

(C) The borrower may change to another repayment plan in accordance with §685.210(b);

(D) A borrower who has been removed from the REPAYE plan in accordance with paragraph (c)(4)(vi) of
this section or changes to another repayment plan in accordance with paragraphs {€)(2)(vi) or (¢){(4)}{vi}{(C)
of this section may return to the REPAYE plan if he or she provides the documentation, as described in
paragraphs (c){(4)(i}(A) or (c)(4)(i)(B) of this section, necessary for the Secretary to calculate the
borrower’s current REPAYE plan monthly payment amount and the monthly amount the borrower would
have been required to pay under the REPAYE plan during the period when the borrower was on the
alternative repayment plan or any other repayment plan;

-(E) If the Secretary determines that the total amount of the payments the borrower was required to make
while on the alternative repayment plan or any other repayment plan are less than the total amount the
borrower would have been required to make under the REPAYE plan during that period, the Secretary
will adjust the borrower’'s monthly REPAYE plan payment amount to ensure that the difference between
the two amounts is paid in full by the end of the 20- or 25-year period described in paragaphs (¢)(5)(i) and
{c)(5)(ii) of this section:;

(F) If the borrower returns to the REPAYE plan or changes to the Pay As Your Earn Repayment plan
under §685.209(a); the income-contingent repayment plan under §685.209(b); or the the-income-based
repayment plan under §685.221, any payments that the borrower made under the alternative repayment
plan after the borrower was removed from the REPAYE plan will count towards forgiveness under the
REPAYE plan or the other repayment plans under §685.209(a), §685.209(b), or §685.221:; and

(G) Payments made under the alternative repayment plan described in paragraph (c)(4)(vi) of this section
will not countd towards Public Service Loan Forgiveness under §685.219.

(viii) The Secretary does not take the action described in paragraph (c)(4)(vi) of this section if the
Secretary receives the documentation described in paragraphs (c)(4)(i)(A) andor (c)(4)(i)(B) of this section
more than 10 days after the specified annual deadline, but is able to determine the borrower’s new
monthly payment amount before the end of the borrower’s current annual payment period.

f4i(ix)-If the Secretary receives the documentation described in paragraphs {a}5}(c)(4)(i)(A) orand
{a}8)(c)(4)(i)(B) of this section within 10 days of the specified annual deadline—

(A) The Secretary promptly determines the borrower's new scheduled monthly payment amount and
maintains the borrower's current scheduled monthly payment amount until the new scheduled monthly
payment amount is determined.

(1) If the new monthly payment amount is less than the borrower's previously calculated Ray-As-You-Earn
REPAYE repaymentplan monthly payment amount, and the borrower made payments at the previously
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calculated amount after the end of the most recent annual payment period, the Secretary makes the
appropriate adjustment to the borrower's account. Notwithstanding the requirements of §685.211(a)(3),
unless the borrower requests otherwise, the Secretary applies the excess payment amounts made after
the end of the most recent annual payment period in accordance with the requirements of

§685.209(a)(c)(3)(i).

(2) If the new monthly payment amount is equal to or greater than the borrower's previously calculated
Pay-As-You-EarmREPAYE repayment-plan monthly payment amount, and the borrower made payments
at the previously calculated payment amount after the end of the most recent annual payment period, the
Secretary does not make any adjustment to the borrower's account.

(3) Any payments that the borrower continued to make at the previously calculated payment amount after
the end of the prior annual payment period and before the new monthly payment amount is calculated are
considered to be qualifying payments for purposes of §685.219, provided that the payments otherwise
meet the requirements described in §685.219(c)(1).

(B) The new annual payment period begins on the day after the end of the most recent annual payment
period.

(85) Loan forgiveness. (i) A borrower who meets the requirements specified in paragraph (c)(65)(iii) of this

section may qualify for loan forgiveness after 20 or 25 years, as determined in accordance with paragraph
(c)(85)(ii) of this section.

(i)(A) A borrower whéSe whose totakeutstanding balance-on loans being repaid nder the REPAYE gla

recelved as an underq aduate gtudent or a Qonsolidatlon loan that repald onlv loans the borrower
received as an undergraduate student may qualify for forgiveness after 20 years.

A dir . InCe- loans bemq repaid under the REPAYE plan was-ere
nitially pla mclude a loan the borrower recel‘ved»as a

Eam%pamentplanem%atiﬁb@aueasteneeﬂheieuewmgwnd#wn&dwmg—me Secretarv cance!s
any remaining outstanding balance of principal and accrued interest on a borrower’s Direct Loans that a
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(A) The borrower has made the equivalent of 240 or 300, as applicable, qualifying monthly payments as
defined in paragraph (c)(65)(v) of this section; and

(B) Twenty or 25 years, as applicable, have elapsed, beginning on the date determined in accordance
with paragraph (c)(65)(v) of this section.

(iv) For the purpose of paragraph (c)(85)(iii)(A) of this section, a qualifying monthly payment is—

(A) MadereducedA monthly payments under a-partiatfinanciabhardship-asprovided-inparagraph-(a{2}H)
or-{a}2)(ii)-of this-sectionthe REPAYE plan, including a monthly payment amount of $0.00, as provided

under paragraph {a)(c)(2)(ii)(C) of this section-;

{€)(B) A monthly payment under the Pay As You Earn rRepayment plan described in paragraph (a) of
this section, the income-contingent repayment plan described in paragraph (b) of this section, or the
mcome-based repayment plan descrlbed in §685.221 mcluqu a eaieulatedmonthlv payment amount of

{£3(BC) A monthly payment made under—

(1) The Direct Loan standard repayment plan described in §685.208(b);

(2) The alternative repayment plan described in paragraphs §685209paragraphs (c)(4)(vi) and (vii) of this
section prior to changing to a repayment plan described under §685.209 or §685.221;;

(3) -monthly paymentunderaAny other Direct Loan repayment plan, if the amount of the payment was
not less than the amount required under the Dlrect Loan standard repavment plan descnbed in

§685. 208(b[, orMade-menth

{F3{ED) A month during which the borrower Receivedwas not required to make a payment due to
receiving an economic hardship deferment on his or her eligible Direct Loans.
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{ii(v) For a borrower who qualifies for the Pay-As-You-EarnREPAYE repaymentplan, the beginning date
for the 20-year_or 25-year repayment period is—

(A) If the borrower made payments under the Pay As You Earn rRepayment plan described in paragraph
(a) of this section, the income-contingent repayment plan described in paragraph (b) of this section, or the
income-based repayment plan described in §685.221, the earliest date the borrower made a payment on

the loan under one of those plans-at-any-time-afterOctober1;-2007; or

(B) If the borrower did not make payments under the Pay As You Earn rRepayment pian described in
paragraph (a) of this section, the income-contingent repayment plan described in paragraph (b) of this
section, or the income-based repayment plan described in §685.221—

(1) Fora borrower who has an eligible Direct Consolidation Loan, the date the borrower made a gualifying
monthly payment erreceived-an-econornic-hardship-deferment-on-thatloanon the consolidation loan,
before the date the borrower qualified for the Pay-As-You-EarnRREPAYE repayment-plan:; Fhe-beginning

(2) For a borrower who has one or more other eligible Direct Loans, the date the borrower made a

qualifying monthly payment erreceived-an-ecenemic-hardship-deferment-on that loan before the date the
borrower qualified for the REPAYE plan-; The-begirning-date-is-the-date-the-borrowe Daymen
orreceived-the-deferment-on-thatloan-after October4-2007;

(3) For a borrower who did not make a gualifying monthly payment of-receive-an-economic-hardship
deferment-on the loan under paragraph {a)(c)(85)i}{(v)(B)(1) or {a)(c)(65)¢ix(v)(B)(2) of this section, the
date the borrower made a payment on the loan under the Pay-As-You-EarrRREPAYE repaymentplan,

(4) If the borrower consolidates his or her eligible loans, the date the borrower made a qualifying monthly
payment on the Direct Consolidation Loan-that met the-requirements-of paragraph-(a)}(6)(i)-of this-section;
or

(5) If the borrower did not make a gualifying monthly payment orreceive-an-economic-hardship-deferment

on the loan under paragraph {a)(c)(65)¢}(v)(A) or {a)(c)(65)¢iiy(v)(B) of this section, the date the borrower
made a payment on the loan under the Pay-As-You-EarnRREPAYE repayment-plan.

tes3(vi) Any payments made on a defaulted loan are not made-under-a-qualifying repayment-planmonthly
payments and are not counted toward the 20-year or 25-year forgiveness period.

£4(vii)(A) When the Secretary determines that a borrower has satisfied the loan forgiveness requirements
under paragraph {a)(c)(65) of this section on an eligible loan, the Secretary cancels the outstanding
balance and accrued interest on that loan. No later than six months prior to the anticipated date that the
borrower will meet the forgiveness requirements, the Secretary sends the borrower a written notice that
includes—

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

(2) A reminder that the borrower must continue to make the borrower's scheduled monthly payments; and
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(3) General information on the current treatment of the forgiveness amount for tax purposes, and
instructions for the borrower to contact the Internal Revenue Service for more information.

(B) The Secretary determines when a borrower has met the loan forgiveness requirements in paragraph
{a)(c)(65) of this section and does not require the borrower to submit a request for loan forgiveness.

(C) After determining that a borrower has satisfied the loan forgiveness requirements, the Secretary—
(1) Notifies the borrower that the borrower's obligation on the loans is satisfied;

(2) Provides the borrower with the information described in paragraph {a)(c)(65)&5{vii)(A)(3) of this
section; and

(3) Returns to the sender any payment received on a loan after loan forgiveness has been granted.
[* * *]
§685.221 Income-based repayment plan.
[***]
(b) Terms of the repayment plan. (1)
[** *]

(3) If the borrower's monthly payment amount is not sufficient to pay the accrued interest on the
borrower's Direct Subsidized loan or the subsidized portion of a Direct Consolidation Loan, the Secretary
does not charge the borrower the remaining accrued interest for a period not to exceed three consecutive
years from the established repayment period start date on that loan under the income-based repayment
plan. Any period during which the Secretary has previously not charged the borrower accrued interest on
an eligible loan under the Pay As You Earn repayment plan or the Revised Pay As You Earn repayment
plan counts toward the maximum three years of subsidy a borrower is eligible to receive under the
income-based repayment plan. On a Direct Consolidation Loan that repays loans on which the Secretary
has not charged the borrower accrued interest, the three-year period includes the period for which the
Secretary did not charge the borrower accrued interest on the underlying loans. This three-year period
does not include any period during which the borrower receives an economic hardship deferment.

[***]

(f) Loan forgiveness. (1) To qualify for loan forgiveness after 25 years or, for a new borrower, after 20
years, a borrower must have participated in the income-based repayment plan and satisfied at least one
of the following conditions during the applicable loan forgiveness period:

[***]

(v) Made monthly payments under athe Direct Loan income-contingent repayment plan,_the Pay As You
Earn repayment plan, or the Revised Pay As You Earn repayment plan, including a calculated monthly
payment amount of $0.00.

(vi) Made monthly payments under the alternative repayment plan described in §685.209(c)(4)(vi) and
(vii) prior to changing to a repayment plan described under §685.209 or §685.221:
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(vii) Received an economic hardship deferment on eligible Direct Loans.
[* * *]

(3) For a borrower who qualifies for the income-based repayment plan, the beginning date for the
applicable loan forgiveness period is—

(i) If the borrower made payments under the income-contingent repayment plan, the Pay As You Earn
repayment plan, or the Revised Pay As You Earn repayment plan, the date the borrower made a payment
on the loan under that plan at any time after July 1, 1994; or

(ii) If the borrower did not make payments under the- income-contingentrepaymentplanone of the
repayment plans described in paragraph (f)(3)(i) of this section--

[* * % ]
§685.219 Public Service Loan Forgiveness Program.

[***]

(c) Borrower eligibility. (1) A borrower may obtain loan forgiveness under this program if he or she—
[* * *]
-(iv) Makes the required 120 monthly payments under one or more of the following repayment plans—

(A) Except for a parent PLUS borrower, an income-based repayment plan, as determined in accordance
with §685.221;

(B) Except for a parent PLUS borrower, an income-contingent repayment plan, as determined in
accordance with §685.209;

(C) A standard repayment plan, as determined in accordance with §685.208(b); or

(D) Except -for an alternative repayment plan, Aany other repayment plan if the monthly payment amount
paid is not less than what would have been paid under the Direct Loan standard repayment plan
described in §685.208(b).

Fedkkkdkkk
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