Reimagining and Improving Student Education (RISE)
Negotiated Rulemaking

Discussion Paper and Proposed Regulatory Text: Income-Driven
Repayment Plans Provisions

Session 1, September 29 - October 3, 2025

Discussion: William D. Ford Federal Direct Loan (Direct Loan)
and Federal Family Education Loan (FFEL) Program Amendments

Legislative Action: On July 4, 2025, President Trump signed the
One Big Beautiful Bill Act (Pub. L. 119-21) (OBBB) into law.
Among a wide array of provisions, the OBBB included statutory
changes that affect Title 34 of the Code of Federal Regulations.
The OBBB introduces significant reforms to federal student loan
programs, with the aim to streamline loan repayment, reduce
borrower burden, and enhance accountability.

Statutory citation: Sections 428 (b); 455(d), (e), and (q9);
493C(a), (b), (c), and (e); and 494 (a) of the Higher Education
Act of 1965, as amended (HEA).

Regulatory citation: 34 CFR 682.215, 34 CFR 682.209

Summary: The Department is proposing corresponding changes to
the regulatory and statutory citations in the regulatory
sections listed above, as well as proposing to modify the
regulatory text to reflect the following statutory provisions,
as provided in the OBBB:

o Revise loan repayment plans available to borrowers with
loans made on or after July 1, 2026

o Borrowers who receive loans on or after July 1, 2026,
will have access to a new simplified income-based
repayment plan called Repayment Assistance Plan (RAP)

o Borrowers with loans currently in repayment, who do
not receive new loans after June 30, 2026, will retain
access to existing fixed payment repayment plans
(which are discussed in a different discussion draft)
and Income-Based Repayment (IBR)



o Revise the terms of the Income-Based Repayment (IBR) plan

@)

Eliminate the partial financial hardship reguirement
for purposes of establishing eligibility for the plan
Implement calculation of applicable amount for
purposes of calculating monthly payment amounts under
the IBR plan

Define the term applicable amount to mean 15 percent
of the result obtained by calculating on at least an
annual basis, the amount of the borrower’s adjusted
gross income, and the borrower’s spouse’s adjusted
gross income if married filing Jjointly, that exceeds
150 percent of the poverty guideline

Provide special repayment terms for borrowers with
loans made on or after July 1, 2014, and before July
1, 2026, which include reducing their monthly payment
amount to 10 percent of the result calculated under
the applicable amount, and forgiving the remaining
loan balance after 20 years of eligible payments
Amend the definition of new borrower, for purposes of
the IBR plan, to mean an individual who has no
outstanding balance on a Direct Loan or FFEL Program
loan before July 1, 2014, and obtains no new loan on
or after July 1, 2026

Clarify borrowers who are not new borrowers repaying
under IBR may repay in excess of 10 years, as
currently provided under the FFEL regulations
Establish the income-driven Repayment Assistance Plan
(RAP) and all applicable terms and conditions,
effective by July 1, 2026

Calculate applicable monthly payments for loans repaid
under the plan using the base payment, divided by 12,
and an allowance for dependents

Define the term base payment to mean a percentage of
the borrower’s income, and the borrower’s spouse’s
income if applicable, with the percentage amount
adjusted for different bands of adjusted gross income
Define the term dependent to mean only those
dependents who were claimed on the borrower’s Federal
income tax return, and excluding dependents claimed on
the borrower’s spouse’s return for married borrowers
who file a separate Federal income tax return
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o Exclude the income of the borrower’s spouse from the
applicable monthly payment calculation for married
borrowers who file a separate Federal income tax
return

o Apply monthly payments first toward interest due, next
toward fees due, and then toward the principal due on
each loan repaid under the plan

o Defer principal due and not paid for loans repaid
under the plan

o Borrowers repay under this plan until the date they
have made 360 qualifying monthly payments or their
total outstanding loan balance is $0

o Interest subsidy benefit shall be available to
borrowers whose on-time applicable monthly payment is
insufficient to pay the total amount of interest that
accrues for the month, or whose on-time

o Matching principal payment benefit shall be available
to borrowers whose on-time applicable monthly payment
is insufficient to reduce the outstanding principal
loan balance by at least $50

o The Secretary shall grant forgiveness of any
outstanding loan balance repaid under the plan after
360 qualifying and on-time monthly payments

o Set the minimum applicable monthly payment amount at
$10

o Permit defaulted loans, excepted for excepted
consolidation loans, to be repaid under RAP

o Recalculate the monthly payment amount for borrowers
who cannot or do not provide Federal Tax Information
or alternative documentation, for purposes of
determining eligibility or recertification of income-
based repayment, based on a 10-year standard repayment
plan and the total loan balance when such loan entered
repayment

o Expand the authority of ED to use Federal Tax Information
to determine eligibility to repay eligible Direct Loans
under income-based repayment plans, including RAP

o Require the Secretary to establish procedures for purposes
of determining eligibility and recertification of income-
based repayment, including the rights of the borrower to
opt out of using Federal Tax Information, use alternative
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Amend
(f) t

§ 682

*x x %

(a) *

documentation, and update information used in the
eligibility calculation

Exclude excepted consolidation loans from repayment under
the IBR plan or RAP

Sunset the repayment of the Income-Contingent Repayment
(ICR) and Pay As You Earn (PAYE) plans by June 30, 2028,
for all loans under those plans.

Define excepted consolidation loan as a loan that repaid a
FFEL or Direct PLUS Loan made to a parent borrower on
behalf of a dependent student; or repaid a FFEL or Direct
Consolidation loan that repaid a Parent PLUS Loan; except
that the term excludes loans being repaid between July 4,
2025 through June 30, 2028 under an income-driven based
repayment plan

Define excepted loan as any outstanding Parent PLUS Loan,
or any outstanding Federal Direct Consolidation Loan that
repaid an excepted PLUS loan or an excepted consolidation
loan

Define excepted PLUS loan as any outstanding loan that is a
FFEL or Direct PLUS loan made to a parent borrower on
behalf of a dependent student

Implement special provision for consolidation loans that
repaid an excepted loan to access repayment under an
income-driven repayment plan between July 4, 2025 through
June 30, 2028

sed amendatory text in redlines represents additions,
, and paragraph restructuring in the following sections:

§ 682.215 by revising subsections (a), (b), (d), (e) and
o read as follows:

.215 Income-based repayment plan.
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for the purposes of the IBR plan,

Applicable amount means,
15 percent of the result obtained by calculating,

(4)

on at least an

the amount by which the borrower’s and the

annual basis,

(if applicable) adjusted gross income

borrower’s spouse’s

exceeds 150 percent of the poverty guideline.

*x kX kX X %

(b)* * %

A a borrower may elect

(1) For the Income-Based Repayment plan,
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partiat—finanetat—hardshipto have their aggregate monthly
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payment recalculated to not exceed the applicable amount when

The borrower's aggregate

monthly loan payments are limited to no more than 15 percent of

the borrower initially enters the plan.

the amount by which the borrower's AGI exceeds 150 percent of

the poverty line income applicable to the borrower's family

The loan holder adjusts the calculated

divided by 12.

monthly payment if—

size,

of

(b) (1) (i1)
the total amount of the borrower's eligible loans

Except for borrowers provided for in paragraph
includes loans not held by the loan holder,

(1)

this section,

in which case the

loan holder 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 held by the loan holder;

(ii) Both the borrower and the borrower's spouse have eligible
loans and filed a joint Federal tax return, in which case the
loan holder determines—

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

(B) The adjusted monthly payment for each borrower by
multiplying the calculated payment by the percentage determined
in paragraph (b) (1) (ii) (A) of this section; and

(C) If the borrower's loans are held by multiple holders, the
borrower's adjusted monthly payment by multiplying the payment
determined in paragraph (b) (1) (ii) (B) of this section by the
percentage of the total outstanding principal amount of the
borrower's eligible loans that are held by the loan holder;

(iii) The calculated amount under paragraph (b) (1), (b) (1) (1),
or (b) (1) (i1) of this section is less than $5.00, in which case
the borrower's monthly payment is $0.00; or

(iv) The calculated amount under paragraph (b) (1), (b) (1) (i), or
(b) (1) (1i1) 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.

*x Kk %

(5) Except as provided in paragraph (b) (4) of this section,
accrued interest is capitalized at the time the borrower chooses

to leave the income-based repayment plan or ae—Jtengerhas—o

netat—hardshipwhen their aggregate monthl ayment
P ggreg Yy pay

amount exceeds the applicable amount.

(6) If the borrower's monthly payment amount is not sufficient
to pay any principal due, the payment of that principal is
postponed until the borrower chooses to leave the income-based

repayment plan or ae—Jtlenger hoas—o partiatfinancial hardship

when their aggregate monthly payment amount exceeds the

applicable amount.

(7) The special allowance payment to a lender during the period

in which the borrower has a—partiat—Finaneciathardship their
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aggregate monthly payment recalculated to not exceed the

applicable amount, under the income-based repayment plan, is

calculated on the principal balance of the loan and any accrued
interest unpaid by the borrower.

*x X Kk K %

(d)* * %

(1) If a borrower’s monthly payment amount exceeds the

applicable amount ame—Jtenger—haos—a portial—financial—hardship,

the borrower may continue to make payments under the income-
based repayment plan, but the loan holder must recalculate the
borrower's monthly payment. The loan holder also recalculates
the monthly payment for a borrower who chooses to stop making
income-based payments. In either case, as a result of the
recalculation—

(1) The maximum monthly amount that the loan holder requires the
borrower to repay is the amount the borrower would have paid
under the FFEL standard repayment plan based on a 10-year
repayment period using the amount of the borrower's eligible
loans that was outstanding at the time the borrower began
repayment on the loans with that holder under the income-based
repayment plan; and

(ii) The borrower's repayment period based on the recalculated
payment amount may exceed 10 years.

*x X Kk K %

(e)* *x %

(1) The loan holder determines—whether o borrewer—recalculates
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elects the Income-Based Repayment plan and for each subsequent

year that the borrower remains on the plan. To make this
determination, the loan holder requires the borrower to—

(1) Provide documentation, acceptable to the loan holder, of the
borrower's AGI;

(1i) If the borrower's AGI is not available, or the loan holder
believes that the borrower's reported AGI does not reasonably
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reflect the borrower's current income, provide other
documentation to verify income;

(iii) If the spouse of a married borrower who files a joint
Federal tax return has eligible loans and the loan holder does
not hold at least one of the spouse's eligible loans—

(A) Ensure that the borrower's spouse has provided consent for
the loan holder to obtain information about the spouse's
eligible loans from the National Student Loan Data System; or

(B) Provide other documentation, acceptable to the loan holder,
of the spouse's eligible loan information; and

(iv) Annually certify the borrower's family size. If the
borrower fails to certify family size, the loan holder must
assume a family size of one for that year.
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prandetermining the borrower’s aggregate monthly payment for the

year the borrower initially elects the plan and for any

subsequent year that the borrower has—aportiat—finaneialt
kardship remains on the Income-Based Repayment plan, the loan
holder must send the borrower a written notification that

provides the borrower with—

(1) The borrower's scheduled monthly payment amount, as
calculated under paragraph (b) (1) of this section, and the time
period during which this scheduled monthly payment amount will
apply (annual payment period);

(ii) Information about the requirement for the borrower to
annually provide the information described in paragraph (e) (1)
of this section, 1if the borrower chooses to remain on the
income-based 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 loan holder must receive this
information;

(iii) An explanation of the consequences, as described in
paragraphs (e) (1) (iv) and (e) (7) of this section, if the
borrower does not provide the required information;



(iv) An explanation of the consequences if the borrower no
longer wishes to repay under the income-based repayment plan;
and

(v) Information about the borrower's option to request, at any
time during the borrower's current annual payment period, that
the loan holder 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 loan holder recalculates the borrower's
monthly payment amount based on the borrower's request, the loan
holder must send the borrower a written notification that
includes the information described in paragraphs (e) (2) (1)
through (e) (2) (v) of this section.

(3) For each subsequent year that a borrower whe—eurrentlyhas—=
P

artiat—finaneiatl—hardship—remains on the income-based repayment
plan, the loan holder must notify the borrower in writing of the
requirements in paragraph (e) (1) of this section no later than
60 days and no earlier than 90 days prior to the date specified
in paragraph (e) (3) (i) of this section. The notification must
provide the borrower with—

(1) The date, no earlier than 35 days before the end of the
borrower's annual payment period, by which the loan holder must
receive all of the information described in paragraph (e) (1) of
this section (annual deadline); and

(ii) The consequences if the loan holder does not receive the
information within 10 days following the annual deadline
specified in the notice, including the borrower's new monthly
payment amount as determined under paragraph (d) (1) of this
section, the effective date for the recalculated monthly payment
amount, and the fact that unpaid accrued interest will be
capitalized at the end of the borrower's current annual payment
period in accordance with paragraph (b) (5) of this section.

(4) Each time a loan holder makesa determinats +

e e
™ (=3

.
-
borrowerno—Jlonger—has—aPpo finaneiat hardship—recalculates

the borrower’s monthly payment amount for a subsequent year that

the borrower wishes to remain on the plan, the loan holder must



send the borrower a written notification that provides the
borrower with—

(1) The borrower's recalculated monthly payment amount, as
determined in accordance with paragraph (d) (1) of this section;

(ii) An explanation that unpaid accrued interest will be
capitalized in accordance with paragraph (b) (5) of this section;

and

(iii) Information about the borrower's option to request, at any
time, that the loan holder redetrermine—whether the borrowerhas
a—partiat—Finaneciatl hardship—recalculate the monthly payment
amount, if the borrower's financial circumstances have changed
and the income amount used teo—determine—that—the borrower—neo
tongerhas—a partiat—finaneial—hardship—does not reflect the
borrower's current income, and an explanation that the borrower
will be notified annually of this option. Ff—the teoanhelder
determines—+that+the borrower againhas o partial—finaneialt
hardship—If the loan holder recalculates the borrower's monthly
payment amount based on the borrower's request, the loan holder
must reealtewvlate—the borrower!'s monthly paymentin accordane
with—paragraph—{b)r{1)—of +this seetionand—send the borrower a
written notification that includes the information described in
paragraphs (e) (2) (1) through (e) (2) (v) of this section.

ar that a borrower whe—dees—smet

(5) For each subsequent ye r
12! £ finaneiatl—hardship—remains on the
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income-based repayment plan, the loan holder must send the
borrower a written notification that includes the information
described in paragraph (e) (4) (iii) of this section.

(6) If a borrower who is currently repaying under another
repayment plan selects the income-based repayment plan but does
not provide the documentation described in paragraphs (e) (1) (i)
through (e) (1) (iii) of this section, or if the locan holder
determines that the borrower’s payment is the amount described
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in paragraph (d) (1) (i) —dees—mot—have—apartiat—Ffin
hardship, the borrower remains on his or
plan.

her current repayment

*x X Kk K %

(f)* *x %
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(1) To qualify for loan forgiveness after 25 years, the borrower
must have participated in the income-based repayment plan and
satisfied at least one of the following conditions during that
period—

PR
[ LS iy @ R

"5

(1) Made reduced monthly payments under—a—partial—Ffinan
hardship—as provided in paragraph (b) (1) of this section,
including a monthly payment amount of $0.00, as provided in

paragraph (b) (1) (iii) of this section;

i

(ii) Made reduced monthly payments after—the borreower neo—longer
had

T

tranetatl—hardship—or stopped making income-based
P pp g

-
T

"(5

payment as provided in paragraph (d) (1) of this section;

(iii) Made monthly payments under any repayment plan, that were
not less than the amount regquired under the FFEL standard
repayment plan described in § 682.209(a) (6) (vi) with a 10-year
repayment period for the amount of the borrower's loans that
were outstanding at the time the loans initially entered
repayment;

(iv) Made monthly payments under the FFEL standard repayment
plan described in § 682.209(a) (6) (vi) based on a 10-year
repayment period; or

(v) Received an economic hardship deferment on eligible FFEL
loans.

*x X Kk K %

Amend § 685.209 by revising and republishing the section in its
entirety to read as follows:

§ 685.209 Income-Driven repayment plans.

*x kX kX X %

(a) General.

Income-driven repayment (IDR) plans are repayment plans that
base the borrower's monthly payment amount on the borrower's
income and family size. The fewx five IDR plans are—

(1) The Revised Pay As You Earn (REPAYE) plan, which may also be
referred to as the Saving on a Valuable Education (SAVE) plan;
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(2) The Income-Based Repayment (IBR) plan;
(3) The Pay As You Earn (PAYE) Repayment plan; and
(4) The Income-Contingent Repayment (ICR) plan; and

(5) The Repayment Assistance Plan.

(b) Pefinitions
v T 1T TT T CITUTITNO

T eltltewingdefinitieonsapplyteo—this——seetieons—For the

H
H

purposes of this section, the following terms apply:

(1) Applicable amount, under the IBR and PAYE plans, means 15
percent of the result obtained by calculating on at least an
annual basis, the amount of the borrower’s adjusted gross

income, and the borrower’s spouse’s adjusted gross income if

married filing jointly, that exceeds 150 percent of the poverty

guideline. For new borrowers, as defined in this section,

repaying under IBR or PAYE, 10 percent will be substituted for
15 percent in the calculation.

(2) Base payment, under the Repayment Assistance Plan, means the
amount of the applicable base payment for a borrower with an
adjusted gross income —

(1) not more than $10,000, is $120;

(ii) more than $10,000 and not more than $20,000, is 1 percent
of such adjusted gross income;

(iii) more than $20,000 and not more than $30,000, is 2 percent
of such adjusted gross income;

(iv) more than $30,000 and not more than $40,000, is 3 percent
of such adjusted gross income;

(v) more than $40,000 and not more than $50,000, is 4 percent of
such adjusted gross income;

(vi) more than $50,000 and not more than $60,000, is 5 percent
of such adjusted gross income;

(vii) more than $60,000 and not more than $70,000, is 6 percent
of such adjusted gross income;

12



(viii) more than $70,000 and not more than $80,000, is 7 percent

of such adjusted gross income;

(ix) more than $80,000 and not more than $90,000, is 8 percent

of such adjusted gross income;

(x) more than $90,000 and not more than $100,000, is 9 percent
of such adjusted gross income; and

(xi) more than $100,000, is 10 percent of such adjusted gross

income.

(3) Dependent, uwrderfor the purposes of the Repayment Assistance

Plan, means an individual who qualifies as a dependent under

section 152 of the Internal Revenue Code of 1986, as amended,

and who were claimed on the borrower’s Federal income tax

return. For a borrower who filed a Federal tax return as married

filing separately, “dependent” shall only include the dependents

claimed on the borrower’s return.

(4) Discretionary income means the greater of $0 or the
difference between the borrower's income as determined under
paragraph (e) (1) of this section and—

(1) For the REPAYE plan, 225 percent of the applicable Federal
poverty guideline;

(ii) For the IBR and PAYE plans, 150 percent of the applicable
Federal poverty guideline; and

(iii) For the ICR plan, 100 percent of the applicable Federal
poverty guideline.

(5) Eligible loan, for purposes of determining partiet—Finaneciat

hardship—statuesthe applicable amount and for adjusting the
monthly payment amount in accordance with paragraph (g) of this

section means—

(i) Any outstanding loan made to a borrower under the Direct
Loan Program, except for a Direct PLUS Loan made to a parent

borrower, or an excepted consolidation loan—a—bireet
i
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PLUSteanmade—to—aPparent—borrewer; and

(ii) Any outstanding loan made to a borrower under the FFEL
Program, except for a Federal PLUS Loan made to a parent
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borrower, or an excepted consolidation loana—Federat
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(6) Excepted consolidation loan, means—

(1)

(A) A FFEL or Direct Consolidation Loan i1f such consolidation

loan repaid a FFEL or Direct PLUS loan made to a parent borrower

on behalf of a dependent student; or

(B) A FFEL or Direct Consolidation Loan that repaid a FFEL or
Direct Consolidation loan described under paragraph (b) (6) (i) (A)
of this definition that repaid a FFEL or Direct PLUS loan made
to a parent borrower on behalf of a dependent student; and

(ii) Between July 4, 2025 through June 30, 2028, excludes a loan
described under paragraph (b) (6) (i) (A) or (B) of this definition

that was being repaid under the ICR, PAYE, or IBR repayment

plans. For purposes of paragraph (b) (6) (ii) of this definition,

being repaid means at least one payment was made under the ICR,

PAYE, or IBR repayment plans.

(7) Excepted loan means any outstanding loan that is—

(i) a Federal Direct PLUS Loan made to a parent borrower on

behalf of a dependent student; or

(ii) a Federal Direct Consolidation Loan, if it repaid an

excepted PLUS loan (as defined in this section) or an excepted

consolidation loan (as defined in this section).

(8) Excepted PLUS loan means any outstanding loan that is a
FFEL or Direct PLUS loan made to a parent borrower on behalf of

a dependent student.

(9) Family size means, for all IDR plans except the Repayment

Assistance Plan, the number of individuals that is determined by
adding together—

(1)
(A) The borrower;

(B) The borrower's spouse, for a married borrower filing a joint
Federal income tax return;
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(C) 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 and are not included in the family size for any other
borrower except the borrower's spouse who filed jointly with the
borrower; and

(D) Other individuals if, at the time the borrower certifies
family size, the other individuals live with the borrower and
receive more than half their support from the borrower and will
continue to receive this support from the borrower for the year
for which the borrower certifies family size.

(ii) The Department may calculate family size based on Federal
tax information reported to the Internal Revenue Service.

(10) Income means either—

(i) The borrower's and, if applicable, the spouse's, Adjusted
Gross Income (AGI) as reported to the Internal Revenue Service;
or

(ii) The amount calculated based on alternative documentation of
all forms of taxable income received by the borrower and
provided to the Secretary.

(11) Income-driven repayment plan means a repayment plan in
which the monthly payment amount is primarily determined by the
borrower's income.

(12) Monthly payment or the equivalent under the PAYE, ICR, and

IBR plans means—

(1) A required monthly payment as determined in accordance with
paragraphs (k) (4) (1) through (iii) of this section;

(1i) A month in which a borrower receives a deferment or
forbearance of repayment under one of the deferment or
forbearance conditions listed in paragraphs (k) (4) (iv) of this
section; or

(iii) A month in which a borrower makes a payment in accordance
with procedures in paragraph (k) (6) of this section.

(13) New borrower means—

(i) For the purpose of the PAYE plan, an individual who—
15



Has no outstanding balance on a Direct Loan Program loan or

(A)
a FFEL Program loan as of October 1,

or who has no

2007,

outstanding balance on such a loan on the date the borrower

; and

2007

receives a new loan after October 1,

Receives a disbursement of a Direct Subsidized Loan, a

(B)
Direct Unsubsidized Loan,

a Direct PLUS Loan made to a graduate

or a Direct Consolidation Loan on or

or professional student,

except that a borrower is not considered

2011,
a new borrower if the Direct Consolidation Loan repaid a loan

after October 1,

that would otherwise make the borrower ineligible under

of this definition.

(13) (1) (&)

paragraph

an individual who has no

For the purposes of the IBR plan,

(11)

outstanding balance on a Direct Loan or FFEL Program loan e=

before July 1,

2026,

2014 and obtains no new loan on or after July 1,

or who has no outstanding balance on such a loan on the

2014 but before

date the borrower obtains a loan after July 1,

2026.
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(14) Poverty guideline refers to the income categorized by State
and family size in the Federal 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 Federal poverty
guidelines, the Federal poverty guideline to be used for the
borrower is the Federal poverty guideline (for the relevant

family size) used for the 48 contiguous States.

(15) Support includes money, gifts, loans, housing, food,

clothes, car, medical and dental care, and payment of college
costs.

(c) Borrower eligibility for IDR plans.

(1) Except as provided in paragraphs (d) (2) and (d) (4) of this

section, defaulted loans may not be repaid under an IDR plan.

(2) Aay—Through June 30, 2028, a Direct Loan borrower who has
not received a Direct Loan on or after July 1, 2026, may repay

under the REPAYE plan if the borrower has loans eligible for
repayment under the plan;

(3)

(1) Except as provided in paragraph (c) (3) (ii) of this section,
any Direct Loan borrower may repay under the IBR plan if the
borrower has loans eligible for repayment under the plan and kas

a—partiat—finaneial—hardshipelects to have their aggregate

monthly payment amount recalculated to not exceed the applicable

amount when the borrower initially enters the plan.

(ii) A borrower who has made 60 or more qualifying repayments
under the REPAYE plan on or after July 1, 2024, may not enroll
in the IBR plan.

(4) Through June 30, 2028, Aa borrower may repay under the PAYE

plan only if the borrower—
(1) Has loans eligible for repayment under the plan;

(11) Is a new borrower;
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(iii) Hes—a poartiat—financeiatl hardshipElects to have their

aggregate monthly payment amount recalculated to not exceed the

applicable amount when the borrower initially enters the plan;
and

(iv) Was repaying a loan under the PAYE plan on July 1, 2024. A
borrower who was repaying under the PAYE plan on or after July

1, 2024 and changes to a different repayment plan in accordance
with § 685.210(b) may not re-enroll in the PAYE plan; and.

(v) Has not received a Direct Loan on or after July 1, 2026.

(3)

(1) Except as provided in (c) (5) (1ii) or (c) (5) (iii) of this
section, and through June 30, 2028, a borrower may enroll under

the ICR plan only if the borrower—
(A) Has loans eligible for repayment under the plan;—and

(B) Was repaying a loan under the ICR plan on July 1, 2024. A
borrower who was repaying under the ICR plan on or after July 1,
2024, and changes to a different repayment plan in accordance
with § 685.210(b) may not re-enroll in the ICR plan unless they
meet the criteria in paragraph (c) (5) (1ii) or (c) (5) (iii); and.

(C) Has not received a Direct Loan on or after July 1, 2026.

(11) (A) Through June 30, 2028, Aa borrower may choose the ICR
plan to repay a Direct Consolidation Loan disbursed on or after

July 1, 2006 and that repaid a parent Direct PLUS Loan or a
parent Federal PLUS Loan.

(B) Paragraph (c) (5) (ii) (A) of this section shall not apply if

that borrower received a Direct Loan on or after July 1, 2026.

(1i1) (A) Through June 30, 2028, Aa borrower who has a Direct

Consolidation Loan disbursed on or after July 1, 2025, which
repaid a Direct parent PLUS loan, a FFEL parent PLUS loan, or a
Direct Consolidation Loan that repaid a consolidation loan that
included a Direct parent PLUS or FFEL parent PLUS loan may not
choose any IDR plan except the ICR plan.

(B) Paragraph (c) (5) (iii) (A) of this section shall not apply if

that borrower received a Direct Loan on or after July 1, 2026.
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(6) Any Direct Loan borrower may repay under the Repayment

Assistance Plan if the borrower has loans eligible for repayment

under the plan.

(7) Transition from Income-Contingent Repayment Plans

(i) Before July 1, 2028, a borrower repaying Direct Loans under

the PAYE, and ICR plan, respectively, under paragraphs (a) (1),

(a) (3), or (a) (4) of this section, or who is in an

administrative forbearance (as defined under § 685.205 (b))

associated with PAYE, or ICR, must elect to repay those Direct

Loans under one of the following repayment plans for which they

are otherwise eligible before July 1, 2028:

(A) the Repayment Assistance Plan under paragraph (a) (5) of this

section;

(B) the IBR plan under paragraph (a) (2) of this section;

(C) the standard repayment plans under § 685.208(b) (1) or
(b) (2);

(C) the graduated repayment plans under § 685.208 (b) (5), (b) (6),
or (g) (7);

(D) the extended repayment plans under § 685.208(b) (3) or
(b) (4); or

(E) through June 30, 2028, the PAYE and ICR plans, respectively,
under paragraphs (a) (3) and (a) (4) of this section.

(ii) A borrower who elects to repay their loans under paragraph

(c) (7) (1) of this section shall begin repaying under the terms

of their elected repayment plan on July 1, 2028. Notwithstanding

the foregoing, the borrower may elect to repay their loans
earlier than July 1, 2028.

(111) (A) In the case of a borrower who does not select a

repayment plan under paragraph (c) (7) (i) of this section by July

1, 2028, the Secretary shall require the loans to be repaid

under the following repayment plans:

(1) the Repayment Assistance Plan under paragraph (a) (5) of this

section for the Direct Loans eligible to be repaid under such

repayment plan; or
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(2) the IBR plan under paragraph (a) (2) for the Direct Loans

that are ineligible to be repaid under the Repayment Assistance
Plan.

(B) The Secretary will require the borrower to repay their

Direct Loans that are in a repayment status in PAYE, or ICR or

an administrative forbearance associated with PAYE, or ICR

repayment plan under the terms of the applicable plan under
paragraphs (c) (7) (1ii) (A) (1) or (2) of this section on July 1,
2028.

(d) Loans eligible to be repaid under an IDR plan.

(1) Through June 30, 2028, The—the following loans are eligible
to be repaid under the REPAYE and PAYE plans: Direct Subsidized
Loans, Direct Unsubsidized Loans, Direct PLUS Loans made to
graduate or professional students, and Direct Consolidation

Loans that did—met—repay o bPirect porentPHIS Foanor o Federat

parent—PEYS—Tearare not excepted consolidation loans;

(2) The following loans, including defaulted loans, are eligible
to be repaid under the IBR plan: Direct Subsidized Loans, Direct
Unsubsidized Loans, Direct PLUS Loans made to graduate or
professional students, and Direct Consolidation Loans that &+4
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(3) Through June 30, 2028, The—the following loans are eligible
to be repaid under the ICR plan: Direct Subsidized Loans, Direct
Unsubsidized Loans, Direct PLUS Loans made to graduate or
professional students, and all Direct Consolidation Loans
(including Bireet——-to
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loans), except for Direct PLUS Consolidation Loans made before
July 1, 2006.

(4) The following loans, including defaulted loans, are eligible
to be repaid under the Repayment Assistance Plan: Direct
Subsidized Loans, Direct Unsubsidized Loans, Direct PLUS Loans
made to graduate or professional students, and Direct
Consolidation Loans that are not excepted consolidation loans.
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(5) Notwithstanding the conditions under paragraphs (d) (1)
through (d) (3) of this section, only Direct Loans made before
July 1, 2026 may be repaid under the PAYE, IBR, and ICR plans.

(e) Treatment of income and loan debt —
(1) Income.

(1) For purposes of calculating the borrower's monthly payment
amount under the Repayment Assistance Plan, REPAYE, IBR, and
PAYE plans—

(A) For an unmarried borrower, a married borrower filing a
separate Federal income tax return, or a married borrower filing
a joint Federal tax return who certifies that the borrower is
currently separated from the borrower's spouse or is currently
unable to reasonably access the spouse's income, only the
borrower's income is used in the calculation.

(B) For a married borrower filing a Jjoint Federal income tax
return, except as provided in paragraph (e) (1) (i) (A) of this
section, the combined income of the borrower and spouse is used
in the calculation.

(ii) For purposes of calculating the monthly payment amount
under the ICR plan—

(A) For an unmarried borrower, a married borrower filing a
separate Federal income tax return, or a married borrower filing
a joint Federal tax return who certifies that the borrower is
currently separated from the borrower's spouse or is currently
unable to reasonably access the spouse's income, only the
borrower's income is used in the calculation.

(B) For married borrowers (regardless of tax filing status) who
elect to repay their Direct Loans jointly under the ICR Plan or
(except as provided in paragraph (e) (1) (ii) (A) of this section)
for a married borrower filing a joint Federal income tax return,
the combined income of the borrower and spouse is used in the
calculation.

(2) Loan debt.

(i) For the REPAYE, IBR, and PAYE plans, the spouse's eligible
loan debt is included for the purposes of adjusting the
borrower's monthly payment amount as described in paragraph (g)
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of this section if the spouse's income is included in the
calculation of the borrower's monthly payment amount in
accordance with paragraph (e) (1) of this section.

(ii) For the ICR plan, the spouse's loans that are eligible for
repayment under the ICR plan in accordance with paragraph (d) (3)
of this section are included in the calculation of the
borrower's monthly payment amount only if the borrower and the
borrower's spouse elect to repay their eligible Direct Loans
jointly under the ICR plan.

(iii) For the Repayment Assistance Plan, only the borrower’s

loan debt that is eligible to be repaid under the plan is

included for the purposes of calculating the borrower's monthly

payment amount as described in paragraph (f) (5) of this

section.
(f) Monthly payment amounts.
(1) For the REPAYE plan, the borrower's monthly payments are—

(i) $0 for the portion of the borrower's income, as determined
under paragraph (e) (1) of this section, that is less than or
equal to 225 percent of the applicable Federal poverty
guideline; plus

(ii) 5 percent of the portion of income as determined under
paragraph (e) (1) of this section that is greater than 225
percent of the applicable poverty guideline, prorated by the
percentage that is the result of dividing the borrower's
original total loan balance attributable to eligible loans
received for the borrower's undergraduate study by the original
total loan balance attributable to all eligible loans, divided
by 12; plus

(iii) For loans not subject to paragraph (f) (1) (1ii) of this
section, 10 percent of the portion of income as determined under
paragraph (e) (1) of this section that is greater than 225
percent of the applicable Federal poverty guidelines, prorated
by the percentage that is the result of dividing the borrower's
original total loan balance minus the original total loan
balance of loans subject to paragraph (f) (1) (ii) of this section
by the borrower's original total loan balance attributable to
all eligible loans, divided by 12.
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(2) For new borrowers under the IBR plan and for all borrowers
on the PAYE plan, the borrower's monthly payments are the lesser
of—

(i) 10 percent of the borrower's discretionary income, divided
by 12; or

(ii) What the borrower would have paid on a 10-year standard
repayment plan based on the eligible loan balances and interest
rates on the loans at the time the borrower began paying under
the IBR or PAYE plans-<, except that the borrower may repay such

loans in excess of 10 years.

(3) For those who are not new borrowers under the IBR plan, the
borrower's monthly payments are the lesser of-—

(i) 15 percent of the borrower's discretionary income, divided
by 12; or

(ii) What the borrower would have paid on a 10-year standard

repayment plan based on the eligible loan balances and interest
rates on the loans at the time the borrower began paying under
the IBR plan-+, except that the borrower may repay such loans in

excess of 10 years.

(4)

(i) For the ICR plan, the borrower's monthly payments are the
lesser of—

(A) What the borrower would have paid under a repayment plan
with fixed monthly payments over a l2-year repayment period,
based on the amount that the borrower owed when the borrower
began repaying under the ICR plan, multiplied by a percentage
based on the borrower's income as established by the Secretary
in a Federal Register notice published annually to account for
inflation; or

(B) 20 percent of the borrower's discretionary income, divided
by 12.

(11)

(A) Married borrowers may repay their loans jointly under the
ICR plan. The outstanding balances on the loans of each borrower
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are added together to determine the borrowers' combined monthly
payment amount under paragraph (f) (4) (i) of this section;

(B) The amount of the payment applied to each borrower's debt is
the proportion of the payments that equals the same proportion
as that borrower's debt to the total outstanding balance, except
that the payment is credited toward outstanding interest on any
loan before any payment is credited toward principal.

(5) For the Repayment Assistance Plan, the borrower's applicable

monthly payment is an amount equal to—

(i) the borrower’s applicable base payment, divided by 12;

minus;

(ii) $50 for each dependent of the borrower.

(g) Adjustments to monthly payment amounts.

(1) Monthly payment amounts calculated under paragraphs (f) (1)
through (3) of this section will be adjusted in the following
circumstances:

(1) In cases where the spouse's loan debt is included in
accordance with paragraph (e) (2) (i) of this section, the
borrower's payment is adjusted by—

(A) Dividing the outstanding principal and interest balance of
the borrower's eligible loans by the couple's combined
outstanding principal and interest balance on eligible loans;
and

(B) Multiplying the borrower's payment amount as calculated in
accordance with paragraphs (f) (1) through (3) of this section by
the percentage determined under paragraph (g) (1) (1) of this
section.

(ii) In cases where the borrower has outstanding eligible loans
made under the FFEL Program, the borrower's calculated monthly
payment amount, as determined in accordance with paragraphs

(f) (1) through (3) of this section or, if applicable, the
borrower's adjusted payment as determined in accordance with
paragraph (g) (1) of this section is adjusted by—

(A) Dividing the outstanding principal and interest balance of
the borrower's eligible loans that are Direct Loans by the
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borrower's total outstanding principal and interest balance on
eligible loans; and

(B) Multiplying the borrower's payment amount as calculated in
accordance with paragraphs (f) (1) through (3) of this section or
the borrower's adjusted payment amount as determined in
accordance with paragraph (g) (1) of this section by the
percentage determined under paragraph (g) (2) (i) of this

section.

(iii) In cases where the borrower's monthly payment amount
calculated under paragraphs (f) (1) through (3) of this section
or the borrower's adjusted monthly payment as calculated under
paragraphs (g) (1) (i) or (g) (1) (ii) of this section is—

(A) Less than $5, the monthly payment is $0; or

(B) Equal to or greater than $5 but less than $10, the monthly
payment is $10.

(2) Monthly payment amounts calculated under paragraph (f) (4) of
this section will be adjusted to $5 in circumstances where the
borrower's calculated payment amount is greater than $0 but less
than or equal to $5.

(3) (1) Monthly payment amounts calculated under paragraph (f) (5)
of this section will be adjusted in the following
circumstances:

(A) In cases where the borrower's monthly payment amount
calculated under paragraph (f) (5) of this section is less than
$10, the monthly payment is $10, except that a borrower’s final

payment may be less than $10.

(B) In cases where the borrower’s total outstanding balance on

all loans being repaid under the Repayment Assistance Plan is

less than the applicable monthly payment amount as calculated
under paragraph (f) (5) of this section is less than $10, the
applicable monthly payment shall be the total outstanding
balance.

(h) Interest.

If a borrower's calculated monthly payment under an IDR plan is
insufficient to pay the accrued interest on the borrower's
loans, the Secretary charges the remaining accrued interest to
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the borrower in accordance with paragraphs (h) (1) through (34)
of this section.

(1) Under the REPAYE plan, during all periods of repayment on
all loans being repaid under the REPAYE plan, the Secretary does
not charge the borrower's account any accrued interest that is
not covered by the borrower's payment;

(2)

(i) Under the IBR and PAYE plans, the Secretary does not charge
the borrower's account with an amount equal to the amount of
accrued interest on the borrower's Direct Subsidized Loans and
Direct Subsidized Consolidation Loans that is not covered by the
borrower's payment for the first three consecutive years of
repayment under the plan, except as provided for the IBR and
PAYE plans in paragraph (h) (2) (ii) of this section;

(ii) Under the IBR and PAYE plans, the 3-year period described
in paragraph (h) (2) (1) of this section excludes any period
during which the borrower receives an economic hardship
deferment under § 685.204(g); and

(3) Under the ICR plan, the Secretary charges all accrued
interest to the borrower.

(4) Under the Repayment Assistance Plan, during all periods of

repayment on all loans being repaid under the Repayment

Assistance Plan, the Secretary does not charge the borrower's

account for any accrued interest that is not covered by the

borrower's payment for that month.

(i) Changing repayment plans.

A borrower who is repaying under an IDR plan may change at any
time to any other repayment plan for which the borrower is
eligible, except as otherwise provided in & 685.210 (b).

(j) Interest capitalization.

(1) Under the Repayment Assistance Plan, REPAYE, PAYE, and ICR
plans, the Secretary capitalizes unpaid accrued interest in
accordance with § 685.202(b).

(2) Under the IBR plan, the Secretary capitalizes unpaid accrued
interest—
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(1) In accordance with § 685.202 (b);

(ii) When a borrower's payment is the amount described in
paragraphs (f) (2) (1ii) and (f) (3) (ii) of this section; and

(iii) When a borrower leaves the IBR plan.
(k) Forgiveness timeline.

(1) In the case of a borrower repaying under the REPAYE plan who
is repaying at least one loan received for graduate or
professional study, or a Direct Consolidation Loan that repaid
one or more loans received for graduate or professional study, a
borrower repaying under the IBR plan who is not a new borrower,
or a borrower repaying under the ICR plan, the borrower receives
forgiveness of the remaining balance of the borrower's loan
after the borrower has satisfied 300 monthly payments or the
equivalent in accordance with paragraph (k) (4) of this section
over a period of at least 25 years;

(2) In the case of a borrower repaying under the REPAYE plan who
is repaying only loans received for undergraduate study, or a
Direct Consolidation Loan that repaid only loans received for
undergraduate study, a borrower repaying under the IBR plan who
is a new borrower, or a borrower repaying under the PAYE plan,
the borrower receives forgiveness of the remaining balance of
the borrower's loans after the borrower has satisfied 240
monthly payments or the equivalent in accordance with paragraph
(k) (4) of this section over a period of at least 20 years;

(3) Notwithstanding paragraphs (k) (1) and (k) (2) of this
section, a borrower receives forgiveness if the borrower's total
original principal balance on all loans that are being paid
under the REPAYE plan was less than or equal to $12,000, after
the borrower has satisfied 120 monthly payments or the
equivalent, plus an additional 12 monthly payments or the
equivalent over a period of at least 1 year for every $1,000 if
the total original principal balance is above $12,000.

(4) For a++—FPR the PAYE, ICR, and IBR plans, a borrower
receives a month of credit toward forgiveness by—

(1) (A) Notwithstanding paragraph (k) (4) (i) (B) of this section,

Mmaking a payment under an IDR plan or having a monthly payment
obligation of $0;
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(B) For the IBR plan only, making a payment on or before June
30, 2028, under the PAYE, or ICR plan or having a monthly
payment obligation of $0;

(ii) Making a payment under the 10-year standard repayment plan
under § 685.208 (b) (1),

(iii) Making a payment under a repayment plan with payments that
are as least as much as they would have been under the 10-year
standard repayment plan under § 685.208(b) (1), except that no
more than 12 payments made under paragraph (1) (9) (iii) of this
section may count toward forgiveness under the REPAYE plan;

(iv) Deferring or forbearing monthly payments under the
following provisions:

(A) A cancer treatment deferment under section 455(f) (3) of the
Act;

(B) A rehabilitation training program deferment under §
685.204 (e) ;

(C) An unemployment deferment under § 685.204(f);

(D) An economic hardship deferment under § 685.204(g), which
includes volunteer service in the Peace Corps as an economic
hardship condition;

(E) A military service deferment under § 685.204 (h);
(F) A post active-duty student deferment under § 685.204 (1)

(G) A national service forbearance under § 685.205(a) (4) on or
after July 1, 2024;

(H) A national guard duty forbearance under § 685.205(a) (7) on
or after July 1, 2024;

(I) A Department of Defense Student Loan Repayment forbearance
under § 685.205(a) (9) on or after July 1, 2024;

(J) An administrative forbearance under § 685.205(b) (8) or (9)
on or after July 1, 2024; or

(K) A bankruptcy forbearance under § 685.205(b) (6) (viii) on or
after July 1, 2024 if the borrower made the required payments on
a confirmed bankruptcy plan.
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(v) Making a qualifying payment as described under §
685.219(c) (2),

(vi)

(A) Counting payments a borrower of a Direct Consolidation Loan
made on the Direct Loans or FFEL program loans repaid by the
Direct Consolidation Loan if the payments met the criteria in
paragraph (k) (4) of this section, the criteria in §
682.209 (a) (6) (vi) that were based on a 10-year repayment period,
or the criteria in § 682.215.

(B) For a borrower whose Direct Consolidation Loan repaid loans
with more than one period of qualifying payments, the borrower
receives credit for the number of months equal to the weighted
average of qualifying payments made rounded up to the nearest
whole month.

(C) For borrowers whose Joint Direct Consolidation Loan is
separated into individual Direct Consolidation loans, each
borrower receives credit for the number of months equal to the
number of months that was credited prior to the separation; or,

(vii) Making payments under paragraph (k) (6) of this section.

(5) For the IBR plan only, a monthly repayment obligation for
the purposes of forgiveness includes—

(i) A payment made pursuant to paragraph (k) (4) (1) or (k) (4) (ii)
of this section on a loan in default;

(ii) An amount collected through administrative wage garnishment
or Federal Offset that is equivalent to the amount a borrower
would owe under paragraph (k) (4) (i) of this section, except that
the number of monthly payment obligations satisfied by the
borrower cannot exceed the number of months from the Secretary's
receipt of the collected amount until the borrower's next annual
repayment plan recertification date under IBR; or

(iii) An amount collected through administrative wage
garnishment or Federal Offset that is equivalent to the amount a
borrower would owe on the 10-year standard plan.

(6)
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(i) A borrower may obtain credit toward forgiveness as defined
in paragraph (k) of this section for any months in which a
borrower was in a deferment or forbearance not listed in
paragraph (k) (4) (iv) of this section, other than periods in an
in-school deferment, by making an additional payment equal to or
greater than their current IDR payment, including a payment of
S0, for a deferment or forbearance that ended within 3 years of
the additional repayment date and occurred after July 1, 2024.

(ii) Upon request, the Secretary informs the borrower of the
months for which the borrower can make payments under paragraph
(k) (6) (1) of this section.

(7) In the case of a borrower repaying under the Repayment

Assistance Plan, the borrower receives forgiveness of the

remaining balance of the borrower's loans after the borrower has

satisfied 360 monthly payments or the equivalent in accordance

with paragraph (k) (8) of this section over a period of at least

30 years;

(8) For a borrower repaying at least one loan under the

Repayment Assistance Plan—

(i) To qualify for loan forgiveness, a borrower must have—

(A) participated in the Repayment Assistance Plan during any

period;

(B) made their final payment under such Repayment Assistance

Plan prior to loan cancellation; and

(C) Made 360 qualifying monthly payments, which includes any of

the following:

(1) An on-time monthly payment made by the date the payment is

due for that month in accordance with paragraph (f) (5) of this

section;

(2) An on-time monthly payment made by the date the payment is

due for that month under the tiered standard repayment plan in
accordance with §685.208 (c) (1);

(3) A monthly payment under any other repayment plan (excluding
the Repayment Assistance Plan), of not less than the monthly

payment that would have been required under a standard repayment

plan amortized over a 10-year period;
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(4) A monthly payment under the IBR plan in accordance with this

section of not less than the monthly payment required under the
plan, including the minimum payment permitted under that plan;

(5) Prior to July 1, 2028, a monthly payment under the PAYE, or
ICR plan under this section, of not less than the monthly

payment required under the applicable plan, including the

minimum payment permitted under such plan; or

(6) Prior to July 1, 2028, a monthly payment under an

alternative repayment plan in accordance with §685.221, of not

less than the monthly payment required under the plan, including

the minimum payment permitted under that plan; or

(7) A month when the borrower received an unemployment deferment
(as provided under §685.204 (f)) or economic hardship deferment
(as provided under §685.204(g)); or

(8) A month that ended before July 1, 2026, when the borrower
did not make a payment because they were in a period of

deferment or forbearance as follows:

(a) A cancer treatment deferment under section 455(f) (3) of the
Act;

(b) A rehabilitation training program deferment under §
©85.204 (e) ;

(c) An unemployment deferment under § 685.204 (f);

(d) An economic hardship deferment under § 685.204(g), which

includes volunteer service in the Peace Corps as an economic

hardship condition;

(e) A military service deferment under § 685.204 (h);

(f) A post active-duty student deferment under § 685.204 (1) ;

(g) A national service forbearance under § 685.205(a) (4) on or
after July 1, 2024;

(h) A national guard duty forbearance under § 685.205(a) (7) on
or after July 1, 2024;

(i) A Department of Defense Student Loan Repayment forbearance
under § 685.205(a) (9) on or after July 1, 2024;
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(J) An administrative forbearance under § 685.205(b) (8) or (9)

on or after July 1, 2024; or

(k) A bankruptcy forbearance under § 685.205(b) (6) (viii) on or

after July 1, 2024 if the borrower made the required payments on

a confirmed bankruptcy plan.

(1) Application and annual recertification procedures.

(1) To initially enter or recertify their intent to repay under
an IDR plan, a borrower (and their spouse, if applicable)

provides approval for the disclosure of applicable tax
information to the Secretary either as part of the process of
completing a Direct Loan Master Promissory Note or a Direct
Consolidation Loan Application and Promissory Note in accordance
with sections 4554e}r{8)r—-and 493C(c) (2) and 494 (a) (2) of the Act
or on application form approved by the Secretarys.

(2) If a borrower (and their spouse, 1f applicable) does not

provide approval for the disclosure of applicable tax
information under sections 455+{er+{&r——=ana 493C(c) (2) and

494 (a) (2) of the Act when completing the promissory note or on
the application form for an IDR plan, the borrower must provide
documentation to the Secretary—

(i) for the Income-Based Repayment plan, of the borrower's

income and family size; or

(ii) for the Repayment Assistance plan, the borrower’s income

and the number of dependents of the borrower.

(3) If the Secretary has received approval for disclosure of
applicable tax information, but cannot obtain the borrower's AGE
ard—famity—size tax information from the Internal Revenue
Service, the borrower and;—ifappticable;—the borrower's

spewser (and their spouse, i1if applicable) must provide
documentation to the Secretary—

(i) for the Income-Based Repayment plan, the borrower’s income

and family size; or

(ii) for the Repayment Assistance Plan, the borrower’s income

and the number of dependents.

32



(4) After the Secretary obtains sufficient information to
calculate the borrower's monthly payment amount, the Secretary
calculates the borrower's payment and establishes the 12-month
period during which the borrower will be obligated to make a
payment in that amounts.

(5) The Secretary sends to the borrower a repayment disclosure
that—

(1) Specifies the borrower's calculated monthly payment amount;
(ii) Explains how the payment was calculated;

(1ii) Informs the borrower of the terms and conditions of the
borrower's selected repayment plan; and—

(iv) Informs the borrower of how to contact the Secretary if the
calculated payment amount is not reflective of the borrower's
current income—e¥ and family size, or income and the number of

dependents for the Repayment Assistance Plan;

(v) Informs the borrower of the right of the Secretary to follow

the procedures in paragraph (1) (3) of this section and in

accordance with section 493C(c) (2) of the Act on an annual basis

to automatically recertify their eligibility for an IDR plan;

and

(vi) Informs the borrower of their right to opt out, at any

time, of the disclosure of applicable tax information under

section 493C(c) (2) of the Act, and describes the process for

affirmatively opting out.

(6) If the borrower believes that the payment amount is not
reflective of the borrower's current income and family size, or
income and the number of dependents for the Repayment Assistance

Plan, the borrower may request that the Secretary recalculate
the payment amount. To support the request, the borrower must
also submit alternative documentation of income, or and family
size, or income and the number of dependents for the Repayment

Assistance Plan aet—baseden—tax—information to account for

circumstances such as a decrease in income since the borrower
last filed a tax return, the borrower's separation from a spouse
with whom the borrower had previously filed a joint tax return,
the birth or impending birth of a child, or other comparable
circumstancess.
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(7) If the borrower provides alternative documentation under
paragraph (1) (6) of this section or if the Secretary obtains
documentation from the borrower or spouse under paragraph (1) (3)
of this section, the Secretary grants forbearance under §
685.205(b) (9) to provide time for the Secretary to recalculate
the borrower's monthly payment amount based on the documentation
obtained from the borrower or spouses;.

(8) Once the borrower has 3 monthly payments remaining under the
12-month period specified in paragraph (1) (4) of this section,
the Secretary follows the procedures in paragraphs (1) (3)
through (1) (7) of this section.

(9) If the Secretary requires information from the borrower
under paragraph (1) (3) of this section to recalculate the
borrower's monthly repayment amount under paragraph (1) (8) of
this section, and the borrower does not provide the necessary
documentation to the Secretary by the time the last payment is
due under the 12-month period specified under paragraph (1) (4)
of this section—

(i) For the IBR and PAYE plans, the borrower's monthly payment
amount is the amount determined under paragraph (f) (2) (ii) or
(f) (3) (11) of this section;

(ii) For the ICR plan, the borrower's monthly payment amount is
the amount the borrower would have paid under a 10-year standard
repayment plan based on the total balance of the loans being
repaid under the ICR Plan when the borrower initially entered
the ICR Plan;—and

(iii) For the REPAYE plan, 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 the borrower would have paid on a 10-year
standard repayment plan based on the current loan balances and
interest rates on the loans at the time the borrower is removed
from the REPAYE plan-; and

(iv) For the Repayment Assistance Plan, the borrower's required

monthly payment is the amount the borrower would have paid on a

10-year standard repayment plan based on the total balance of

the loans when such loans entered repayment.
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(10) At any point during the 12-month period specified under
paragraph (1) (4) of this section, the borrower may request that
the Secretary recalculate the borrower's payment earlier than
would have otherwise been the case to account for a change in
the borrower's circumstances, such as a loss of income or
employment or divorce. In such cases, the 12-month period
specified under paragraph (1) (4) of this section is reset based
on the borrower's new information.

(11) The Secretary tracks a borrower's progress toward
eligibility for forgiveness under paragraph (k) of this section
and forgives loans that meet the criteria under paragraph (k) of
this section without the need for an application or
documentation from the borrower.

(m) Automatic enrollment in an IDR plan.

The Secretary places a borrower on the IDR plan under this
section that results in the lowest monthly payment based on the
borrower's income and family size, or income and the number of

dependents for the Repayment Assistance Plan, if-—

(1) The borrower is otherwise eligible for the plan;

(2) The borrower has approved the disclosure of tax information
under paragraph (1) (1) of this section;

(3) The borrower has not made a scheduled payment on the loan
for at least 75 days or is in default on the loan and is not
subject to a Federal offset, administrative wage garnishment
under section 488A of the Act, or to a judgment secured through
litigation; and

(4) The Secretary determines that the borrower's payment under
the IDR plan would be lower than or equal to the payment on the
plan in which the borrower is enrolled.

(n) Removal from default.

The Secretary will no longer consider a borrower in default on a
loan if-—

(1) The borrower provides information necessary to calculate a
payment under paragraph (f) of this section;
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(2) The payment calculated pursuant to paragraph (f) of this
section is $0; and

(3) The income information used to calculate the payment under
paragraph (f) of this section includes the point at which the
loan defaulted.

(o) Other Provisions

(1) For the PAYE plan, Repayment Assistance Plan, and REPAYE
plan, if the borrower's monthly payment amount or the monthly

payment reduced under paragraph (g) (3) (i) of this section is not

sufficient to pay any of the principal due, the payment of that

principal is postponed.

(2) (i1i) Matching Principal Payment. In the case where the

borrower is not in a period of deferment under §685.204 or

forbearance under §685.205 and the borrower’s monthly payment as

applied in paragraph (f) (5) (i) of this section reduces the

outstanding principal balance by less than $50, the Secretary

reduces such total outstanding principal of the borrower by an

amount that is equal to—

(A) the lesser of—

(1) $50; or

(2) the monthly payment made; minus

(B) the amount of the monthly payment that is applied to such

total outstanding principal balance.

*x X Kk K %
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