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My name is Robert Shireman, and I serve as the executive director of the Project
on Student Debt, an initiative of The Institute for College Access and Success (TICAS), Inc.,
a nonpartisan, not-for-profit policy research organization. The goal of the Project is to
identify cost-effective policies that expand educational opportunity, protect family financial
security, and advance economic competitiveness.

The notice published in the Federal Register on August 18 asked for public
comment regarding actions that the Department of Education could take through the
regulatory process. I am pleased to offer some recommendations. But first I would like to
make note of two statutory items that require attention from the Administration and
Congtress. First and foremost is the need for a substantial increase in the Federal Pell Grant,

an idea strongly endorsed by the Secretary’s Commission on the Future of Higher Education
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in its final draft report. I urge the Department to make increasing the Pell Grant a priority in
the upcoming FY 2008 President’s Budget. A second important statutory change is in the
need analysis formula. As currently designed, dependent students’ earnings are taxed
excessively, especially in situations where they are helping to support an already low-income
family. While Congress must approve any major change in need analysis, leadership from
the Administration could make that happen.

One area where the Department of Education has clear authority to regulate is in
defining the terms and conditions for student loan deferral, forbearance, and other
repayment options and assistance. The two primary areas that we are recommending be
changed are the rules for “economic hardship” and “income-contingent repayment.” The
Secretary’s authority to address those provisions by regulation is unquestionable. On
economic hardship, the statute reads as follows:

[A] borrower shall be considered to have an economic hardship if . . . such
borrower meets such other criteria as are established by the Secretary by

regulation. . .

[T]he Secretary shall consider the borrower’s income and debt-to-income ratio as
primary factors.

With regard to income-contingent repayment, Congress left the details to the Secretary:
Consistent with criteria established by the Secretary, the Secretary shall offer a
borrower of a loan made under this part. . . an income contingent repayment
plan, with varying annual repayment amounts based on the income of the
borrower, paid over an extended period of time prescribed by the Secretary, not
to exceed 25 years. . .

We are asking that you use that authority that has been so clearly given to you by

Congress. 1 will take a few minutes to delineate some of the problems with the current
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rules, and then describe the proposals we recommend be included in the negotiated
rulemaking.

The rationale for taking out a student loan to pay for college is that it is an
investment: the average earnings of someone with a college degree are higher than the
average earnings of someone with only a high school diploma. But economists have long
pointed out that “[t]he average expected return may be high, but there is wide variation
about the average.”* This histogram shows the distribution of annual incomes for

college graduates (four-year degrees) working full-time, age 25-34:2
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! Milton Friedman, “The Role of Government in Education,” in Robert A. Solo, ed., Economics and the
Public Interest, Rutgers University Press, 1955.

2 U.S. Census Bureau, Current Population Survey, 2005 Supplement. Computations by the Project on
Student Debt.
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Overall, higher education is a good investment for individuals, our society, and our
economy. But for the individual who cannot know where he or she will land on the earnings
spectrum, the investment is risky, not unlike investing in stock in a company (an investment
that most people do not feel comfortable making with borrowed funds). That is why any
student loan system designed to encourage participation in higher education must include
some relief when borrowers find themselves on the low end of that income distribution.

The student loan programs in the United States do include provisions intended to
protect borrowers from burdensome and unreasonable payment requirements. The problem
is that the protections do not work very well—that is why they need attention in this
negotiated rulemaking. The main deficiencies include: (1) inconsistent and inadequate
coverage of payment relief; (2) perverse incentives; and (3) confusion and inequity.

Coverage gaps. To illustrate the deficiencies, I’'m going to start with a graph that
will show the level of payments that are on the borderline of manageable. This is based on
the recent research by two economists, Sandy Baum and Saul Schwartz.” But it will make

sense to IlOIl—CCOl’lOI’niStS, too.

Payment Amount

Borrower’s Income

® Sandy Baum and Saul Schwartz, How Much Debt Is Too Much? Defining Benchmarks for Manageable
Student Debt, The College Board and the Project on Student Debt, 2006.



TESTIMONY OF ROBERT SHIREMAN

At the lowest income levels, a borrower is not in a position to make anything more than a
token payment, represented by the horizontal portion of the red “Manageable Payment”
line. That line turns upward as the borrower’s income rises, because she can begin to set
aside a portion® for payments on student loans.

Standard payments on student loans are unrelated to income, and are generally set
so that the borrower can make the same monthly payment and finish repaying the loan in a
certain time period: the standard is 10 years. The monthly payment level is represented on
the graph below by the dotted line. The shaded area represents payments, or portions of

payments, that it would be #nreasonable to expect borrowers to be able to afford given their

income.

Standard (flat) Payment

Payment Amount

II-IIIIIIII-IIIIIIII-IIIIIII*

Borrower’s Income

The goal of the repayment system in a government loan program is to ensure that
borrowers make payments whenever it is reasonable to expect that they can. The vast
majority of borrowers meet this criterion, most of the time. But when borrowers face
genuine economic hardship (the shaded area at the left side of the above graph), it is
appropriate for a loan program to ensure that payment requirements reszain reasonable. To

what extent does the current federal program do this? If we zoom in and take a closer look

4 How much, and at what income level, are discussed later.



TESTIMONY OF ROBERT SHIREMAN

at the shaded area, we can map the situations for which the current “economic hardship”
deferment rules provide relief. They are shown in blue in the graph below. They are oddly
shaped because they are oddly written. While an important subset of struggling borrowers

is eligible for economic hardship relief, many who are in similar need do not make the cut.

Current
“Economic Hardship”
Coverage

(Manageable Payment Levels)

Payment Amount

Borrower’s Income

Not shown in the graph is the fact that the current hardship rules are the least
helpful to borrowers who face the greatest demand for their limited resources: those with
children. A single borrower with an income of $30,000 is certainly in a much better
position to make payments on her loan than a mother of two children with the same income.
Yet the hardship rules treat the two situations exactly the same way. In addition to filling in
the gaps in coverage, revised hardship rules should take family size into consideration in
defining reasonable payment levels.

Perverse incentives. Some of the current repayment policies, because of the way
they are designed, can actually have the opposite effect from what we would want out of
good public policy. This is particularly true of the all-or-nothing interest relief under current
economic hardship rules. For example, a pre-school teacher with $25,000 in student loans,

making $17,500, would normally be happy to be offered a 10 percent raise. However, with
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that raise he would lose eligibility for interest relief and be slightly worse off. The same is

true for a medical resident earning $39,000 with student loan debt of $75,000.”

How a Pre-School Teacher Could be
Worse Off with a Raise

Student Loans: $25,000

Before After

10% 10%

Raise Raise
Annual Income: $17,500  $19,250
Student Loan not
Interest Relief: $1,785 eligible
Net Income $19,285  $19,250

How a Medical Resident Could be
Worse Off with a Raise
Student Loans: $75,000

Before After

10% 10%

Raise Raise
Annual Income: $39,000  $42,900
Student Loan not
Interest Relief: $5,335 eligible
Net Income $44,335  $42,900

The current economic hardship rules also have different and in some cases more generous
eligibility criteria for those who are working part time than for those who are working full
time. The way they are designed, there are situations when it would be in a low-income
borrower’s financial interest to work /ess.

The improved economic hardship rules that we are recommending would provide
appropriate relief to borrowers, but would improve upon the current rules by ensuring that

borrowers have a financial incentive to earn more if they can.

® These examples assume the current 7.14% interest rate on variable-rate loans made prior to July 1, 20086,
and they assume the loans are all subsidized (which means that the government pays all of the interest
during economic hardship status, for up to three years).
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Confusion and inequity. So far, in my discussion of economic hardship rules, I
have presumed that the borrower is actually able to figure out whether and under what
circumstances she would qualify for relief. As it turns out, that is 70z a reasonable
assumption. The rules are bizarre and illogical, and the borrower is unlikely to be made
aware of them in the first place. The route most likely to be offered to a struggling borrower
when she contacts her lender is “forbearance,” which allows her to put off payments without
going into default. This cessation of payments may be useful, but it is also costly, with
interest charges piling quickly onto an already unmanageable loan. We are told that in many
cases borrowers who might be able to take advantage of interest relief through the economic
hardship deferment are not informed of the option. It is understandable: forbearance is an
easy process for the lender and the borrower, while economic hardship—which is
substantially better ultimately for qualifying borrowers—involves no less than seven pages of
forms and worksheets (see attached).

Another option that borrowers have—if they are told about it—is income-
contingent repayment (ICR).® For borrowers who are going to be struggling for many years,
it might be best to be in ICR, to be able to make use of forgiveness after 25 years. But most
do not know whether and when their economic situation will improve. The down side of
ICR—other than depressing level of pessimism required—is that interest charges continue
to build up, even for those borrowers who would have gotten interest relief under economic
hardship. So if the outlook is less grim, it might be better to take an economic hardship

deferment.

® ICR is only available in the Direct Loan Program, which serves about 25 percent of students. Borrowers
in the guarantee program known as the FFEL (Federal Family Education Loan) Program are able to
consolidate their loans into the Direct Loan Program in order to access ICR.
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This is not easy to figure out. For many, it’s impossible.

The goal of our suggested regulatory improvements is to end the guessing game
for borrowers who are struggling, without foreclosing their options. Whether they have a
FFEL loan or a Direct loan, borrowers facing heavy repayment burdens could take
advantage of interest relief under economic hardship, and would also maintain their
eligibility for ultimate forgiveness, if they end up in the unfortunate circumstance of a long-

term, high-debt, low-income situation.

Recommendations for Negotiated Rulemaking
Fortunately, the Department of Education can go a long way toward addressing
these problems by taking up these issues of coverage, consistency, clarity and equity in the
upcoming rulemaking. We urge you to adopt the five-point plan for fair loan payments that
we developed along with student organizations, the lending industry, parent and family
advocacy groups, and others concerned about the effects of rising student debt on
educational opportunity, economic security, and family life. 'The specific language for the
recommended changes in regulations is in the administrative petition we submitted in May,
and is included in the testimony of Jamienne Studley being presented today. The changes
aim to accomplish the following:
1. Limit student loan payments to a reasonable percentage of income. When
borrowers are earning less than 150% of the poverty level they would be required to
make no more than token payments. Above that level of income, required payments

could not exceed 15% of each additional dollar earned. Under this approach, the
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majority of graduates would see their loan payments capped at less than 10% of their
income; the limit for graduates with higher incomes would never exceed 15%.
Recognize that borrowers with children have less income available for student
loan payments. Under the coalition recommendation, until the borrower is earning
at least 150% of the poverty level adjusted for family size, they would be required to
make no more than token payments. This means that at any given income level, the
maximum manageable payment is less for a family than for a single individual.
Protect more borrowers from high interest charges when they face hardship
situations. When borrowers' debt burdens qualify them for relief under the terms
recommended by the coalition, interest on subsidized Stafford or Perkins loans
would not accrue as long as the borrower stays current with the affordable (capped)
payment amount.

Cancel remaining debts when borrowers have made regular payments for 20
years. In order to be eligible for forgiveness, borrowers must have made payments
for 20 years. Qualifying payments include both those that fit a standard 10-year flat
amortization schedule azd lower payments due to economic hardship. (Borrowers
who chose to stretch out their loan payments but did not face hardship would not be
able to count those payments toward the potential forgiveness.)

Simplify the application process for hardship deferrals and other repayment
options. Borrowers should be able to file for relief electronically, and should have

the option of authorizing the lender to confirm their income through the IRS.

10
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In its draft final report, the Commission on the Future of Higher Education
identified “decreased debt burden” as one of four fundamental principles that should guide
our financial aid system. According to the draft, “too many students are either discouraged
from attending college by rising costs, or take on worrisome debt burdens in order to do
so.”  The Department of Education has the power to act. Through the rulemaking
process, you can improve access and opportunity for those who must borrow to get the
education that they, our society, and our economy need to compete and succeed.

Thank you for this opportunity to provide input into this negotiated rulemaking

process. Please do not hesitate to contact me if you have any questions regarding our

recommendations or my testimony.

11



Education Financial Services
P.O. Box 5185

Sioux Falls, SD 57117-5185
1-800-658-3567

The Next Stage

Dear Customer,

Attached is an Economic Hardship Deferment Form. Please complete the form and mail or fax it to us at
1-800-456-0561. As a reminder, you remain responsible for making payments until we receive and approve
the deferment.

To ensure timely processing of your request, follow these steps as you complete your deferment form and
return it with the required documentation. We cannot process incomplete forms.

Note: To qualify, all your outstanding FFELP loans must have been disbursed on or after July 1, 1993.
Section 1. Write your Social Security number, name, address, phone numbers, and email address (optional).

Section 2. Review the six conditions listed. Determine which condition you qualify for and check the box next
to it. For conditions 4, 5 and 6, complete the income and/or debt information. In the paragraph above the list
of conditions, write the date you met the qualifications for the condition you checked.

Section 3. Sign and date the form in ink after reviewing this section and the terms/conditions outlined in
Section 6.
Supporting D i Review the ion i 1ts found in Section 6 for the condition

you selected. Make sure you include the required documentatlon so that we can process your request.

For Conditions 4, 5, or 6, include 1 to verify your monthly income (see Section 5, Monthly
Income for definitions). If you are sending pay stubs, include stubs for one full month’s income. If you are
sending a copy of your most recent Federal Income Tax Return, include copies of your W-2 forms if you filed
your taxes jointly. For the purposes of this deferment, part-time employment is defined as less than 30 hours
per week and full-time employment as 30 or more hours per week.

If you have questions, it's easy to contact us via secure email. If you are a Wells Fargo Online® customer,
send a secure email by signing on to your banking session at wellsfargo.com and clicking Contact Us. If you
are not a Wells Fargo Online customer, please use one of the options listed at
www.wellsfargo.com/help/student_loans to contact us via email.

You may also contact us by phone at 1-800-658-3567. Our representatives are ready to help you
from 8:00 a.m. to 8:00 p.m., Central time, Monday through Friday.

Sincerely,

Wells Fargo Education Financial Services

Enclosures
E21-HRD

ECONOMIC HARDSHIP DEFERMENT REQUEST R

Federal Family Education Loan Program Exp. Date 01/31/2009
Use this form only if allof your outstanding Federal Family Education Loan (FFEL) Program loans were made on or ater July 1, 1993,

and when your first FFEL Program loan was made on or after July 1, 1993, you had no outstanding FFEL Program loans that were made before July 1, 1993,
HRD  WARNING: Any person who knowingly makes a false statement or misrepresentation on this form or on any apcamparying documant

shall be subject to penalties which may include fines, imprisonment or both, under the U.S. Criminal Code and 20 U'S.C. §1097.

[SECTION T-BORMOWER IDENTIFIATION ]
Please enter or correct the following information.
i e Y e S O A
Name
Address
City, State, Zip
Telephone - Home ( )
Telephone - Other ( )
E-mail Address (Optional)

SECTION 2: DEFERMENT REQUEST |

Before answering any questions, carefully read the entire form, including the instructions and other information in Sections 4, 5, and 6.

I mest the qualifications stated in Section 6 or the Economic Hardship Deferment checked below and request that my loan folder defer repayment of my
loan(s) beginning To qualify, | must meet one of the conditions listed below and must provide the required
documentation, as Jescri ed in Section 6, for only that condmon ( fou must provide this date regardless of which condition you check below.)

Check one:

(1) O I have been granted an economic hardship deferment under the William D. Ford Federal Direct Loan (Direct Loan) Program or the Federal Perkins
Loan Program for the same period of time for which | am requesting this deferment. I have attached documentation of the deferment.

(2) O 1 am receiving or received payments under a federal or state public assistance program, such as Temporary Assistance for Needy Families (TANF),
Supplemental Security Income (SS1), Food Stamps, or state general public assistance. | have attached documentation of these payments.

(3) O 1am serving as a Peace Corps volunteer. | have attached documentation certifying my period of service in the Peace Corps.

(4) O 1 work full-time and my monthly income, as defined in Section 5, does not exceed the larger of (A) the Federal Minimum Wage Rate or (B) the

Poverty Line income for a family of two for my state (regardless ‘of my actual family size), as listed below. I have attached documentation of
this incomt
My monthly incomeis$ .
(A) Federal Minimum Wage Rate %munlh\y amount, based on $5.15 an hour): $892.66
B aner\y Lmes 'Dra Family of Two (monthly amounts): $1,100.00 (48 contiguous states and the District of Columbia) $1,375.00 (Alaska)
00 (Ha

5) 0 Ido nol work mu Ume and my monthy income,as defned in Secton 5, does not exceed the farge o () two times the Federal Minimum Viage
Rate, or (B) twa times the Poverty Line income for a family of two for my state (regardless of my actual family size), as listed above under condition

(4). in a\mmun after deducting the total mDHtM;/ payments that | am making on all of my federal education debts from my monthly income, the
amount remaining does not exceed the larger of (A) the Federal Minimum Wage Rate or (B) the Poverty Line income for a family of two for my state,
as listed above under condition (4). If my repayment period is more than 10 years, my total monthly federal education debt payments will be adjusted
1o reflect a 10-year repayment period. If my repayment period is 10 years or less, my holder will use my actual scheduled monthly payment amount.
I have attached documentation of my monthly income and my federal education loan debt.
NOTE: A worksheet to help you determine whether you meet this condition is available from your loan holder. Completion of the worksheet is optional,
Your ioan holder will determine whether you qualify based on the income and education deb information that you provide below.
My monthly income is $
Foralof my federal educaton loans now n repayment (nclucing lans forwhih | am fequssting this defermen) | owe th folowing amouns
« For all of my loans that have a repayment period of 10 years or less, the total amount that | pay each month is
« Forall of my loans that have a repayment period of more than 10 years, the total amount | owed when the loans eered Tepayment is §.

(6) O 1 work full-time, and the total amount of my monthly payments on all of my federal education loans in repayment is equal to or larger than 20% of my
monthly income, as defined in Section 5. In addition, after deducting the total amount of my monthly payments on my federal education loans in
repayment from my monthly income, the amount remaining is less than 220% of the larger of (A) the Federal Minimum Wage rate, o (B) the Poverty
Line income for a family of two for my state (regardless of my actual family size), as listed above under condition (4). If my repayment period is mare
than 10 years my total monthly federal education loan payments will be adjusted, to reflect a 10-year repayment period. If my repayment period is 10

years o less, my holder will use my actual scheduled monthly payment amount. i have attached documentation of my monthly income and my
{ederal education oan debt
NOTE: 4 warhee o help you dtermine htheryou mes this coniton s avalbl rom your oan hoder. Competonof e worksheet s ptional.
Your loan holder will determine whether you qualify based on the income and education debt information that you provide below.
My monthly income is $
For all of my federal education loans now in repayment (including loans for which | am requesting this deferment) | owe the following amounts:
«Forall of my loans that have a repayment period of 10 years or less, the total amount that | pay each month is §
« Forall of my loans that have a repayment period of more than 10 years, the total amount | owed when the loans entered repayment s

SECTION 3: BORROWER UNDERSTANDINGS AND CERTIFICATIONS |

W | understand that: (1) | am not required to make payments of loan principal during my deferment. Interest will not be charged on my subsidized loan(s)
during my deferment. However, interest will be charged on my unsubsidized loan(s). (2) I have the option of making interest payments on my unsubsidized
loan(s) during my deferment. (3) | may choose to make interest payments by checking the box below. My loan holder may capitalize interest that | do
ot pay during the deferment period
9 1 wish to make interest payments on my unsubsidized loan(s) during my deferment

W | certify that the information | provided in Sections 1 and 2 above is true and correct, and that | have read, understand, and meet the terms and conditions
and eligibiity criteria of the deferment for which | have applied, as explained in Section 6.

Borrower’s Signature Date
MULT-1043 (07-06)
Wells Fargo Education Financial Services is a division of Wells Fargo Bank, N.A. Page 10f3
SECTION 4: INSTRUCTIONS FOR COMPLETING THE FORM |
Type or print using dark ink. Report dates as month-day-year (MM-DD-YYYY). For example, ‘January 31, 2006’ = ‘01-31- 2006'". Include your name and social SECTION 6 (Continued)

security number (SSN) on any documentation that you are required to submit with this form. If you need help completing this form, contact your loan holder.
Return the completed form and any required documentation to the address shown in Section 7.

SECTION 5: DEFINITIONS |

W Capitalization is the addition of unpaid interest to the principal balance of my loan. This will increase the principal and the total cost of my loan.

W A deferment is a period during which | am entitled to postpone repayment of the principal balance of my loan(s). The federal government pays the mlerest
that accrues during an eligible deferment for all subsidized Federal Stafford Loans and for Fed Loans for which the
application was received by my loan holder (1) on or after January 1, 1993, but before Augusl w 1993, (2) on or after August 10, 1993 it includes nnly
Federal Stafford Loans that were eligible for federal interest subsidy, or (3) on or after November 13, 1997, for that portion of the consolidation loan that
paid a subsidized FFEL Program Loan or a subsidized Federal Direct Loan. |am responsible for the interest that accrues during this period on all other FFEL
Program loans

M Eligible federal education loans that may be included in determining the total amount | owed for deferment conditions (5) and (6) in Section 2 are listed
below. | may include defaulted loans only if | have made repayment arrangements satisfactory to the holder of those loans.

« All Federal Family Education Loan (FFEL) Program loans (see definition) « Health Professions Student Loans (HPSL)
« All William D. Ford Federal Direct Loan Program loans (see definition) « Loans for Disadvantaged Students (LDS)
« All Federal Perkins Loan Program loans (see definition) « Primary Care Loans (PCL)

« Health Education Assistance Loans (HEAL) « Nursing Student Loans (NSL)

W The Federal Family Education Loan (FFEL) Program includes Federal Stafford Loans (both subsidized and unsubsidized), Federal Supplemental Loans for
Students (SLS), Federal PLUS Loans, Federal Consolidation Loans, Guaranteed Student Loans (GSL), Federal Insured Student Loans (FISL), and Auxiliary
Loans to Assist Students (ALAS).

W The Federal Perkins Loan (Perkins Loan) Program includes Federal Perkins Loans, National Direct Student Loans (NDSL), and National Defense Student
Loans (Defense Loan).

W Forbearance means permitting the temporary cessation of payments, allowing an extension of time for making payments, or temporarily accepting smaller
payments than previously scheduled. | am responsible for the interest that accrues on my loan(s) during a forbearance. If | do not pay the interest that
accrues, the interest may be capitalized.

W Full-time employment is defined as working at least 30 hours per week in a position expected to last at least three consecutive months.

W The holder of my FFEL Program loan(s) may be a lender, guaranty agency, secondary market, or the U.S. Department of Education.

W Monthly income is either:

(1) the amount of my monthly income from employment and other sources before taxes and other deductions, or
(2) one-twelfth of the amount of my income reported as “adjusted gross income” on my most recently filed Federal Income Tax Return.
| may choose either of these income amounts for the purpose of reporting my monthly income on this deferment request.

W The repayment period (for deferment conditions (5) and (6) in Section 2) refers to the total number of years that my current repayment plan allows me
1o repay my loan, including the years that my loan has already been in repayment. For any loan that my current repayment plan requires me to repay in a
total of 10 years or less, my actual monthly payment amount will be used in determining whether | am eligible for a deferment. For any loan that my current
repayment plan allows me a total of more than 10 years to repay, my payment amount will be adjusted to show the estimated monthly amount that | would
owe if | were required to repay the loan in fixed installments within a 10-year repayment period.

W The William D. Ford Federal Direct Loan (Direct Loan) Program includes Federal Direct Stafford/Ford (Direct Subsidized) Loans, Federal Direct
Unsubsidized Stafford/Ford (Direct Unsubswmzed) Loans, Federal Direct PLUS (Direct PLUS) Loans, and Federal Direct Consolidation (Direct Consolidation)
Loans. These loans are known collectively as “Direct Loans.”

SECTION 6: ELIGIBILITY CRITERIA / TERMS AND CONDITIONS FOR ECONOMIC HARDSHIP DEFERMENT

W17 1 had no outstanding balance on a FFEL Program loan as of the date | obtained a loan on or after July 1, 1993, | may defer repayment of my loan(s) during
the period that | meet one of the economic hardship deferment conditions described in Section 2.

W If my economic hardship deferment eligibility is based on condition (1), as described in Section 2, | must provide my loan holder with documentation of the
deferment that has been granted under the Direct Loan Program or the Federal Perkins Loan Program (for example, correspondence from my loan holder
showing that | have been granted a deferment).

W If my economic hardship deferment eligibility is based on condition (2), as described in Section 2, | must provide my loan holder with documentation
confirming that | am receiving or received payments under a federal or state public assistance program.

W If my economic hardship deferment eligibility is based on condition (3), as described in Section 2, | must provide my loan holder with documentation which
certifies the beginning and anticipated ending dates of my service in the Peace Corps and which is signed and dated by an authorized Peace Corps official.

W If my economic hardship deferment eligibility is based on conditions (4), (5) or (6), as described in Section 2, | must provide my loan holder with
documentation of my monthly income as defined in Section 5. If | am reporting monthly income from employment and other sources, | must provide
documentation such as pay stubs. If | am reporting one-twelfth of my adjusted gross income, | must provide a copy of my most recently filed Federal Income
Tax Return,

' 1f my economic hardship deferment elgibiliy s based on conition (5) or condition (6), as described i Section 2, | must provide my loan holder with
documentation of the total amount | owed for all federal education loans that are now in repayment, such as disclosure statements or current repayment
schedules. This must include the monthly payment amount, beginning loan balance, and repayment terms. If my total federal education loan debt includes
defaulted loans, | must provide documentation that | have made repayment arrangements satisfactory to the holder(s) of the defaulted loans.

I my economic hardship deferment eligibility is based on conditions (4), (5), or (), as described in Section 2, and | am not currently residing in the United
States, | will use the Poverty Line amounts for my last state of residence in the United States.

W | will provide additional documentation to my loan holder, as required, to support my deferment status.

Section 6 continued on Page 3

Page 2013

| will notify my loan holder immediately when the condition that qualified me for the deferment ends.

W My deferment will begin on the date the deferment condition began

| My deferment will end on the earlier of the date that the condition that establishes my deferment eligibility ends or the certified deferment end date.

' My maximum cumulative eligibility for an economic hardship deferment is 36 months. Except for a deferment based on condition (3), s described in Section
2, | must reapply every 12 months if | continue to meet the criteria for an economic hardship deferment.

W If my deferment does not cover all my past due payments, my loan holder may grant me a forbearance for all payments due before the begin date of my
deferment. Ifthe period for which | am eligible for a deferment has ended, my loan holder may grant me a forbearance for all payments due at the time my
deferment request is processe

W My loan holder may grant me a forbearance on my loans for up to 60 days, if necessary, for the collection and processing of documentation related to my
deferment request. Interest that accrues during this forbearance will not be capitalized.

SECTION 7: WHERE TO SEND THE COMPLETED DEFERMENT REQUEST |

RETURN THE COMPLETED DEFERMENT REQUEST AND ANY REQUIRED DOCUMENTATION TO:
(IF NO ADDRESS IS SHOWN, RETURN TO YOUR LOAN HOLDER)

Education Financial Services
301 East 58th Street North
WELLS P.O. Box 5185
FARGO Sioux Falls, South Dakota 57117-5185
800-658-3567
FAX 800-456-0561

SECTION 8: IMPORTANT NOTICES |
Privacy Act Notice

The Privacy Act of 1974 (5 U.S.C. 552a) requires that the following notice be provided to you:

The authority for collecting the requested information from and about you is §428(b)(2)(A) et seq. of the Higher Education Act (HEA) of 1965, as amended (20
U.S.C. 1078(b)(2)(A) et sea.) and the authorities for collecting and using your Social Security Number (SSN) are §484(a)(4) of the HEA (20 U.S.C. 1091(a)(4))
and 31 U.S.C. 7701(b). Participating in the Federal Family Education Loan (FFEL) Program and giving us your SSN are voluntary, but you must provide the
requested information, including your SSN, to participate.

The principal purposes for collecting the information on this form, including your SSN, are to verify your identity, to determine your eligibiiy to receive a loan
or a benefit on a loan (such as a deferment, forbearance, discharge, or forgiveness) under the FFEL Program, to permit the servicing of your loan(s) and i

it becomes necessary, to locate you and to collect and report on your loan(s) if your loan(s) become delinguent or in default. We also use your SSN a

account identifier and to permit you to access your account information electronically. The information in your file may be disclosed, on a case by Case basis or
under a computer matching program, to third parties as authorized under routine uses in the appropriate systems of records notices. The routine uses of this
information include, but are not limited to, its disclosure to federal, state, or local agencies, to private parties such as relatives, present and former employers,
business and personal associates, to consumer reporting agencies, to financial and educational institutions, and to guaranty agencies in order to verify your
identity, to determine yourehglbmwto receive a loan or a benefit on a loan, to permit the servicing or collection of your loan(s), to enforce the terms of the
loan(s), to investigate possible fraud and to verify compliance with federal student financial aid program regulations, or to locate you if you become delinquent
in your loan payments or if you default. To provide default rate calculations, disclosures may be made to guaranty agencies, to financial and educational
institutions, or to state agencies. To provide financial aid history information, disclosures may be made to educational institutions. To assist program
administrators with tracking refunds and cancellations, disclosures may be made to guaranty agencies, to financial and educational institutions, or to federal

or state agencies. To provide a standardized method for educational institutions efficiently to submit student enrollment status, disclosures may be made to
quaranty agencies or to financial and educational institutions. To counsel you in repayment efforts, disclosures may be made to guaranty agencies, to financial
and educational institutions, or to federal, state, or local agencies.

In the event of litigation, we may send records to the Department of Justice, a court, adjudicative body, counsel, party, o witness if the disclosure is relevant
and necessary to the litigation. If this information, either alone or with other information, indicates a potential violation of law, we may send it to the appropriate
authority for action. We may send information to members of Congress if you ask them to help you with federal student aid questions. In circumstances
involving employment complaints, grievances, or disciplinary actions, we may disclose relevant records to adjudicate or investigate the issues. If provided for
by a collective bargaining agreement, we may disclose records to a labor organization recognized under 5 U.S.C. Chapter 71. Disclosures may be made o our
contractors for the purpose of performing any programmatic function that requires disclosure of records. Before making any such disclosure, we wil require
the contractor to maintain Privacy Act safeguards. Disclosures may also be made to qualified researchers under Privacy Act safeguards.

Paperwork Reduction Notice

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless it displays a currently valid OMB.
control number. The valid OMB control number for this information collection is 1845-0005. The time required to complete this information collection is
estimated to average 0.16 hours (10 minutes) per response, including the time to review instructions, search existing data resources, gather and maintain the
data needed, and complete and review the information collection. If you have any comments concerning the accuracy of the time estimate(s) or suggestions
for improving this form, please write to:

U.S. Department of Education, Washington, DC 20202-4651

If you have any comments or concerns regarding the status of your individual submission of this form, write directly to the address shown in Section 7.
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ECONOMIC HARDSHIP DEFERMENT
WORKSHEET A
Use this workshest to determine if you are eligible for an economic hardship deferment based on condition (5) in Section 2 of the Economic Hardship
Deferment Request form. Completion of this worksheet s optional—if you check condition (5), your loan holder il determine your eligibility based on
the income and federal education debt documentation that you provide.

DO NOT RETURN THIS WORKSHEET WITH THE DEFERMENT REQUEST—KEEP IT FOR YOUR RECORDS

STEP 1

Are you working full-time?
9 Yes You do not qualify for an economic hardship deferment based on condition (5). Do not continue with this worksheet. Refer to Worksheet B.
T No GotoStep2

STEP 2

(1) Line 1. Enter the amount listed below for your state: s

(2) Line 2. §_1.78532
(3) Line 3. Enter the larger of Line 1 or Line 2: s

(4) Line 4. Enter your MONTHLY INCOME: s

(see the definition of “Monthly income” in Section 5 of the
Economic Hardship Deferment Request)
(5) Is the amount on Line 4 larger than the amount on Line 32
Yes  You do not qualify for an economic hardship deferment based on condition 5. Do not continue with this worksheet.
O No Goto Step 3.
Amounts for Line 1, above:
$2,200.00 (if you live in any of the 48 contiguous states or the District of Columbia) $2,750.00 ( if you live in Alaska) $2,530.00 (if you live in Hawai).
NOTE: If you are not currently living in the United States, use the amount for your last state of residence in the United States.

STEP 3

LOANS WITH A REPAYMENT PERIOD OF 10 YEARS OR LESS (See definition of “repayment period” in Section 5 of the deferment request form.)
Determine the total scheduled monthly payment of all your loans that are now in repayment for a period of 10 years or less (including the loans for which
you are now requesting deferment). You may include defaulted loans only if you have made repayment arrangements satisfactory to the holder(s) of the
defaulted loans.

Loan Type Actual Scheduled Monthly Payment
Federal Stafford Loans (subsidized and unsubsidized) s
Direct Subsidized and Direct Unsubsidized Loans
Federal PLUS Loans.
Direct PLUS Loans
Federal SLS Loans
Federal Consolidation Loans
Direct Subsidized and Direct Unsubsidized Consolidation Loans
Direct PLUS Consolidation Loans
Federal Perkins Loans and/or National Direct Student Loans
Other eligible federal education loans listed in Section 5
TOTAL ACTUAL MONTHLY PAYMENT:

STEP 4

LOANS WITH A REPAYMENT PERIOD OF MORE THAN 10 YEARS (See definition of “repayment period” in Section 5 of the deferment request form.)

(A) Determine the total amount you owed when your loans entered repayment by adding together the amounts owed for the federal education loans listed below
that are now in repayment for a period of more than 10 years (including the loans for which you are requesting deferment). You may include defaulted loans
only if you have made repayment arrangements satisfactory to the holder(s) of the defaulted loans.

Loan Type Total Amount You Owed When Your Loans Entered Repayment

Federal Stafford Loans (subsidized and unsubsidized) $
Direct Subsidized and Direct Unsubsidized Loans +$
Federal PLUS Loans +$
Direct PLUS Loans. +$
Federal SLS Loans +$
Federal Consolidation Loans +$
Direct Subsidized and Direct Unsubsidized Consolidation Loans +$
Direct PLUS Consolidation Loans +$
Federal Perkins Loans and/or National Direct Student Loans +8
Other eligible federal education loans listed in Section 5 +8
TOTAL AMOUNT OWED: =

Worksheet A
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ECONOMIC HARDSHIP DEFERMENT
WORKSHEET A (Continued)

(B) Circle the current interest rate for your FFEL Program loan(s) in the chart below. If your exact interest rate is not listed, choose the next highest interest rate.
I you have loans with different interest rates, circle the rate for the loan with the highest interest rate.

Interest
Rate 4.0% 45% 5.0% 5.5% 6.0% 6.5% 7.0% 7.5% 8.0% 8.5% 9.0%
Constant
Muttiplier 0101245 | .0103638 | .0106066 | .0108526 | .0111021 | .0113548 | .0116108 | .0118702 | .0121328 | .0123986 | .0126676

(C) Multply the TOTAL AMOUNT OWED from (A) by the constant multiplier isted directly below the interest rate that you circled in the chart above:
TOTAL AMOUNT OWED (from A) Constant Multiplier (from B) ESTIMATED MONTHLY PAYMENT*
$ X = $
*This is an estimate of the amount that you would pay each month on these federal education loans if they were scheduled to be repaid in fixed installments
over a 10-year period.

STEP 5
Add the TOTAL ACTUAL MONTHLY PAYMENT from Step 3 with the TOTAL ESTIMATED MONTHLY PAYMENT from Step 4 to determine your COMBINED TOTAL
MONTHLY PAYMENT AMOUNT.

TOTAL ACTUAL MONTHLY PAYMENT (from Step 3) ESTIMATED MONTHLY PAYMENT (from Step 4) COMBINED TOTAL MONTHLY PAYMENT AMOUNT
$ + S = s

STEP 6
(1) Line 1. Enter your MONTHLY INCOME (from Step 2) $

(2) Line 2. Enter your COMBINED TOTAL MONTHLY PAYMENT
AMOUNT (from Step 5)

(3) Line 3. Subtract Line 2 from Line 1:
(4) Line 4. Enter the amount listed below for your state:
(5) Line 5.

(6) Line 6. Enter the larger of Line 4 or Line 5:

892.66

» o » e e »

(7) Line 7. Enter the amount from Line 3:
(8) Is the amount on Line 7 larger than the amount on Line 6?
OYes  You do not qualify for an economic hardship deferment based on condition (5)

CINo  You meet the qualifications for an economic hardship deferment based on condition (5). Check the box for condition (5) in Section 2 of the
deferment request

Amounts for Lin 4, above:
$1,100.00 (if you lve in any of the 48 contiguous states or the District of Columbia)
$1,375.00 (if you lve in Alaska)
$1,265.00 (if you lve in Hawaii)

NOTE: If you are not currently living in the United States, use the amount for your last state of residence in the United States.

Worksheet A
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ECONOMIC HARDSHIP DEFERMENT
WORKSHEET B
Use this worksheet to determine if you are eligible for an economic hardship deferment based on condition (6) in Section 2 of the Economic Hardship
Deferment Request form. Completion of this worksheet s optional—if you check condition (), your loan holder wil determine your eligibility based on
the income and federal education debt documentation that you provide.
DO NOT RETURN THIS WORKSHEET WITH THE DEFERMENT REQUEST—KEEP IT FOR YOUR RECORDS

STEP 1
Are you working full-time?

O Yes GotoStep2
9 No  You do ot qualify for an economic hardship deferment based on condition (6). Do not continue with this worksheet. Refer to Worksheet A

STEP 2

LOANS WITH A REPAYMENT PERIOD OF 10 YEARS OR LESS (See definition of “repayment period” in Section 5 of the deferment request form.)
Determine the total scheduled monthly payment of all your loans that are now in repayment for a period of 10 years or less (including the loans for which
you are requesting deferment). You may include efaulted loans only if you have made repayment arrangements satisfactory to the holder(s) of the
defaulted loans.

Loan Typ Actual Scheduled Monthly Payment
Federal Stafford Loans (subsidized and unsubsidized) $
Direct Subsidized and Direct Unsubsidized Loans +8
Federal PLUS Loans +$
Direct PLUS Loans +$
Federal SLS Loans +$
Federal Consolidation Loans +$
Direct Subsidized and Direct Unsubsidized Consolidation Loans +$
Direct PLUS Consolidation Loans +8
Federal Perkins Loans and/or National Direct Student Loans +8
Other eligible federal education loans listed in Section 5 +$

TOTAL ACTUAL MONTHLY PAYMENT: =

STEP 3

LOANS WITH A REPAYMENT PERIOD OF MORE THAN 10 YEARS (See definition of “repayment period” in Section 5 of the deferment request form.)

(A) Determine the total amount you owed when your loans entered repayment by adding together the amounts owed for the federal education loans listed below
that are now in repayment for a period of more than 10 years (including the loans for which you are requesting deferment). You may include defaulted loans
only if you have made repayment arrangements satisfactory to the holder(s) of the defaulted loans.

Loan Type Total Amount You Owed When Your Loans Entered Repayment

Federal Stafford Loans (subsidized and unsubsidized) $

Direct Subsidized and Direct Unsubsidized Loans

Federal PLUS Loans.

Direct PLUS Loans

Federal SLS Loans

Federal Consolidation Loans

Direct Subsidized and Direct Unsubsidized Consolidation Loans

Direct PLUS Consolidation Loans

Federal Perkins Loans and/or National Direct Student Loans

Other eligible federal education loans listed in Section 5

TOTAL AMOUNT OWED:

Worksheet B
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ECONOMIC HARDSHIP DEFERMENT
WORKSHEET B (Continued)

(B) Circle the current interest rate for your FFEL Program loan(s) in the chart below. If your exact interest rate is not listed, choose the next highest interest rate. If you
have loans with different interest rates, circle the rate for the loan with the highest interest rate.

Interest

Rate 4.0% 4.5% 5.0% 5.5% 6.0% 6.5% 7.0% 7.5% 8.0% 8.5% 9.0%
Constant

Multiplier 0101245 | .0103638 | .0106066 | .0108526 | .0111021 | .0113548 | .0116108 | .0118702 | .0121328 | .0123986 | .0126676

(C) Multiply the TOTAL AMOUNT OWED from (A) by the constant multiplier listed directly below the interest rate that you circled in the chart above:
TOTAL AMOUNT OWED (from A) Constant Multiplier (from the chart above) ESTIMATED MONTHLY PAYMENT*
$ X = $

“This is an estimate of the amount that you would pay each month on these federal education loans if they were scheduled to be repaid in fixed installments over a
10-year period.

STEP 4

Add the TOTAL ACTUAL MONTHLY PAYMENT from Step 2 with the TOTAL ESTIMATED MONTHLY PAYMENT from Step 3 to determine your COMBINED TOTAL
MONTHLY PAYMENT AMOUNT.

TOTAL ACTUAL MONTHLY PAYMENT (from Step 2) ESTIMATED MONTHLY PAYMENT (from Step 3) COMBINED TOTAL MONTHLY PAYMENT AMOUNT
$ + $. = $

STEP 5

(1) Line 1. Enter your monthly income $

(see the definition of “Monthly income” in Section 5 of the
Economic Hardship Deferment Request)

(2) Line 2. Multiply the amount on Line 1 by .20 (= 20%) s
(3) Line 3. Enter your COMBINED TOTAL MONTHLY PAYMENT
AMOUNT (from Step 4): $

(4) Is the amount on Line 3 equal to or larger than the amount on Line 2?7
0 Yes  GotoStep6.
0 No  You do not qualify for an economic hardship deferment based on condition (). Do not continue with this worksheet.

STEP 6

(1) Line 1. Enter your monthly income: $

(2) Line 2. Enter your COMBINED TOTAL MONTHLY PAYMENT
AMOUNT (from Step 4):

(3) Line 3. Subtract Line 2 from Line 1:

(4) Line 4. Enter the amount listed below for your state:

(5) Line 5.

(6) Line 6. Enter the larger of Line 4 or Line 5:

1,963.85

» » v o o e

(7) Line 7. Enter the amount from Line 3:
(8) Is the amount on Line 7 less than the amount on line 67
0 Yes  You meet the qualifications for an economic hardship deferment based on condition (6). Check the box for condition (6) in Section 2 of the
deferment request.
O No  You do not qualify for an economic hardship deferment based on condition (6).
Amounts for Line 4, above:
$2,420.00 (if you live in any of the 48 contiguous states or the District of Columbia)
$3,025.00 (if you live in Alaska)
$2,783.00 (if you live in Hawaii)
NOTE: /f you are not currently living in the United States, use the amount for your last state of residence in the United States.
Worksheet B
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