
2006 AES Fall Workshops

The 2006 AES Fall Workshops are fast approaching.  As you know, the Fall Workshops are designed for all financial aid 
professionals at postsecondary institutions.  We are excited to be bringing you new information along with updates that will
assist you with your day-to-day operations.  Some of the topics on the agenda include OneLINK/eCourier, Payment Planner, 
the Higher Education Reconciliation Act of 2005 (HERA), Graduate PLUS loans, Default Prevention, and State Grants.   

We have seats remaining at most locations.  If you're interested, you may view the schedule in its entirety and register to attend
any of the conveniently located workshops by visiting
http://www.aessuccess.org/higher_ed/training_opp/PAfallworkshops.shtml.  We look forward to seeing you! 
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CONTACT

BUSINESS DEVELOPMENT &
LOAN GUARANTY
Monday-Friday, 7:30 a.m. 
to 9:00 p.m. ET.

EMAIL
granthelp@pheaa.org
loanhelp@aesSuccess.org

STUDENT/PARENT GRANT 
& LOAN INQUIRIES
800.692.7392

SCHOOL/LENDER INQUIRIES
800.443.0646

Courtesy of American Education Services

AES helps student and families from every walk of life to afford higher 
education because we believe in the potential of the next generation of 
leaders, thinkers and doers. 

Starting from the time students begin planning for college and apply for a
loan, we also deliver the funds, staying with them through the school years
and guiding them through repayment. 

about
AES
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Regulations cont. from page 1

Direct assessment programs offered by foreign schools are not 
eligible programs. 

A domestic school must apply to ED for approval whenever it 
adds a direct assessment program.

ACADEMIC YEAR

The definition of an academic year has been modified by 
deleting from the definition that the year is a period of time that 
begins on the first day of classes and ends on the last day of 
classes or examinations.

RETURN OF TITLE IV FUNDS

The student or parent borrower has 14 days from the date the 
school sends a post-withdrawal disbursement notification to 
accept all or a portion of the post-withdrawal disbursement 
and to confirm that the school may credit the student's school 
account to pay outstanding charges.  If no response is received 
from the borrower, the school may not retain any of the 
loan funds.

Schools may extend the 14-day time period for a borrower 
to respond to the offer of the post-withdrawal disbursement 
provided that the later deadline applies to both: 

1) The time period for the borrower to confirm that the 
school may credit the student’s school account to pay 
outstanding charges

2) The time period for the borrower to accept funds that are
payable directly to the borrower.

HERA changed the maximum amount of time a school has to 
return unearned funds for which it is responsible from 30 days 
to 45 days.  A school will be considered to have returned funds 
in a timely manner if the school does one of the following no 
later than 45 days, as opposed to 30 days, after the date that it 
determines that the student withdrew:

Deposits or transfers the funds into the bank account it 
is required to maintain.
Initiates an electronic funds transfer (EFT).
Initiates an electronic transaction that informs the 
Federal Family Education Loan Program (FFELP) 
lender to adjust the borrower's loan account for the 
amount returned.
Issues a check.

The school is considered to have issued a check in a timely 
manner if the school's records show that the check was issued 
no more than 45 days after the date the school determined that
the student withdrew or the date on the cancelled check shows
that the bank endorsed that check no more than 60 days, as
opposed to 45 days, after the date the school determined that 
the student withdrew.

ESTIMATED FINANCIAL ASSISTANCE
ED has revised the definition of estimated financial assistance 
(EFA) to reflect their longstanding policy that EFA includes 
“Any educational benefits paid because of enrollment in a 
postsecondary education institution, or to cover postsecondary 
education expenses.”

ED clarified that fellowships and assistantships, except those 
portions that are non-need-based employment, must be 
counted as EFA.

ED added, based on the amendment of Title 10 of the U.S. Code 
by the Ronald W. Reagan National Defense Authorization Act 
for Fiscal Year 2005 (Public Law 108-375), the veterans' 
education benefit in Chapter 1607.  ED also updated the 
numerical chapters of eligible veterans' education benefits and 
listed the names of each of the chapters to make them easier 
to identify.

LOAN DISCHARGE FOR FALSE CERTIFICATION AS A
RESULT OF IDENTITY THEFT

Discharge of a FFELP loan is authorized if the borrower's 
eligibility to receive the loan was falsely certified because the 
borrower was a victim of the crime of identity theft. The 
borrower's obligation is discharged if the borrower provides the 
holder of a loan with a copy of a local, State, or Federal court 
verdict or judgment that conclusively determines that the 
individual who is named borrower of the loan was the victim of 
the crime of identity theft and the borrower demonstrates that 
the loan in question was made as a result of that identity theft.  
If the conviction or judgment did not expressly reference the 
FFELP loan, the individual must provide authentic examples of 
his or her other identification credentials and an explanation of 
facts demonstrating that this criminal conduct resulted in the 
school certifying the individual's eligibility to borrow and the 
resulting loan being made.

Discharge relief is provided only to victims of the crime of 
identity theft.  Therefore, relief is provided only to persons who 
did not knowingly accept the benefit of the falsely-certified loan.

Within 30 days after a determination of identity theft, the 
guarantor must demand payment in full from the perpetrator 
of the identity theft and if payment is not received, pursue 
collection action against the perpetrator.

ED specifies that the addition of this discharge authority in no 
way suggests that unless a crime of identity theft has been 
successfully prosecuted, individuals are liable for a loan which 
they did not execute or authorize another to execute on their 
behalf, from which they received no benefits, and which they 
have not ratified by later conduct.  ED notes that a person is not 
ordinarily liable on an instrument, such as a promissory note or 
check, unless that person signed the instrument or authorized 
another to sign on his or her behalf. 

DUE DILIGENCE IN DISBURSING A LOAN 
(STUDY ABROAD)

Only after the lender or guarantor verifies a student's 
enrollment may a Stafford loan be disbursed, at the student's 
request, directly to a student enrolled in a study-abroad 
program.  For a new student, the lender or guaranty agency 
must verify the student's admission to the study-abroad 
program - for the period for which the loan is intended and 
at the enrollment status for which the loan is certified - by 
contacting, via telephone or email, the home institution in which
the student is enrolled.  For a continuing student, the lender or 
guaranty agency must verify that the student is still enrolled in 
the study-abroad program - for the period for which the loan is 
intended and at the enrollment status for which the loan is 
certified - by contacting, via telephone or email, the home 
institution in which the student is enrolled. 

Regulations cont. from page 2

If a lender disburses a Stafford loan directly to a borrower 
enrolled in a study-abroad program approved for credit at the 
home institution, the lender must—at the time of disbursement 
—notify the home institution of the name and Social Security 
number of the student, the type of the loan, the amount of the 
disbursement including the amount of any fees assessed the 
borrower, the date of disbursement, and the name, address, 
telephone and fax number or electronic address of the lender, 
servicer, or guarantor to which any inquiries should be 
addressed.

The guarantor and lender must coordinate their activities to 
ensure that the requirements for verifying enrollment are met 
before any Stafford disbursement is made to a student.

Upon notification by a lender that it has disbursed a Stafford 
loan directly to a borrower enrolled in a study-abroad program, 
the school must immediately notify the lender if the student is 
no longer eligible for the disbursement.

A lender may not make a disbursement of PLUS loan funds 
(including loan funds for a graduate or professional student 
PLUS borrower) directly to the borrower.

FORBEARANCE

For new agreements entered into or renegotiated on or after 
July 1, 2006, the lender must record the terms of any non-
written forbearance agreement in the borrower's file.

SCHOOL AS LENDER

Schools may use the proceeds from special allowance 
payments and interest payments from borrowers, interest 
subsidy payments, and any proceeds from the sale or other 
disposition of loans (exclusive of the return of principal, any 
financing costs incurred by the school to acquire funds to make 
the loans, and the cost of charging origination fees or interest 
rates at less than the fees or rates authorized under the HEA) 
for need-based grants.  A portion of these proceeds may be 
used for reasonable and direct administrative expenses.  
Reasonable and direct administrative expenses are those that 
are incurred by the school that are directly related to the 
school's performance of an administrative requirement in the 
FFELP and do not include the cost of paying federal default fees 
on behalf of borrowers, or the cost of providing origination fees 
or interest rates at less than the fee or rate authorized under 
the provisions of the Act, or the cost paid by the school to obtain 
funding to make loans under the FFELP.

All schools as lender are required to submit a lender 
compliance audit without regard to the amount of loans the 
lender makes or holds.  ED will be issuing further guidelines.  
Schools as lender which are subject to the Single Audit Act will 
be required to include the lending activities in the annual audit 
and to include information on those activities in the audit report.
Other schools as lender will have to arrange for a separate 
audit of their lending activities.  Schools as lender must submit 
audits for fiscal years beginning before July 1, 2006 in 
accordance with current requirements. 

Notice of Negotiated Rulemaking
In the August 18, 2006 Federal Register, Volume 71, No. 160
(available at www.ifap.ed.gov), the U.S. Department of
Education (ED) announced its intention to establish up to 
four negotiated rulemaking committees to prepare proposed
regulations under Title IV of the Higher Education Act of 1965,
as amended (HEA).  Each committee will focus on one of the
following topics: 1) issues related to the Academic
Competitiveness (ACG) and National Science and Mathematics
Access to Retain Talent (SMART) Grant programs, 2) the 
federal student loan programs, 3) programmatic, institutional
eligibility and general provisions, and 4) accreditation issues.

Nominations for negotiators to serve on the committees 
must be received by ED on or before November 9, 2006.  It is
anticipated that the negotiating committees will meet in the
Washington D.C. area three times, beginning in December
2006 and concluding no later than March 2007.  The proposed
regulations resulting from the negotiated rulemaking process
will be published in order to provide the public with a 60-day
comment period and to provide ED with sufficient time to
address any issues raised in the comment period.  According
to the statutory master calendar, final regulations will be 
published on or before November 1, 2007 in order to be 
effective on July 1, 2008.  

Announcement of a Common Manual
Policy Retraction
Proposal 867 in Batch 130, distributed to the Federal Family
Education Loan Program (FFELP) community for comment on
March 6, 2006, was intended to update the Common Manual
to clarify deferment eligibility provisions for a new loan
obtained by a borrower after the borrower consolidates all 
of his or her existing loans.  At its July 2006 meeting, the
Common Manual Governing Board approved the retraction 
of this policy proposal.  The following is the formal announce-
ment from the Governing Board to explain the retraction and
to remove the proposal's language from the manual:

Common Manual subsection 11.1.A has been revised to remove
policy language inserted into the manual by proposal 867 in
batch 130; the Common Manual Governing Board has approved
the retraction of the common bulletin language associated
with this policy as well.  Based on concerns received from the
FFELP community with the final policy language, the Policy
Committee has determined that it would be beneficial to
develop a community workgroup to address the issues raised
on proposal 867.

The manual's original policy language, as it existed before
modifications made by proposal 867, remains.  The manual
now states that once a borrower is considered to be a “new
borrower” in the applicable category, the borrower remains 
eligible for deferment in that category on all subsequent loans.
Once the loans that qualified the borrower as a “new borrower”
in one category are paid in full (except through consolidation),
the borrower will be eligible for deferment based on the 
provisions effective for new loans he or she obtains.

Affected Section:11.1.A General Deferment Eligibility Criteria
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Interim Final Regulations

The U.S. Department of Education (ED) published interim final regulations in the Federal Register, Volume 71, No. 153 on August 9, 2006.
These interim final regulations, which are effective September 8, 2006, implement the changes to the Higher Education Act of 1965, as
amended, (HEA) by the Higher Education Reconciliation Act of 2005 (HERA), as well as changes resulting from Student Loan Interest
Rates (Public Law 107-139), the Pell Grant Hurricane and Disaster Relief Act (Public Law 109-66), the Student Grant Hurricane and
Disaster Relief Act (Public Law 109-67), and The Emergency Supplemental Appropriations Act for Defense, the Global War on Terror,
and Hurricane Recovery, 2006 (Public Law 109-234). The Federal Register is available on ED's Web site at www.ifap.ed.gov and on the
Web site of the U.S. Government Printing Office (GPO) at www.gpoaccess.gov.

Although the interim final regulations are effective on September 8, 2006, ED requested public comments on the regulations on or
before September 8, 2006.  After full consideration of the public comments, ED will publish final regulations with any necessary
changes to be effective July 1, 2007.  

Listed below is a summary of additional guidance provided by ED via the interim final regulations. 
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DISTANCE EDUCATION

The definition of a telecommunications course has been 
changed.  It now specifies that a telecommunications course is 
one that uses one or a combination of technologies to deliver 
instruction to students who are separated from the instructor 
and to support regular and substantive interactions between 
these students and the instructor, either synchronously or 
asynchronously.

The changed definition retains the requirement that a course 
delivered using video cassettes or disc recordings is considered 
a telecommunications course only if the school delivers that 
course to students physically attending classes at the school 
during the same award year.  If the course does not qualify as 
a telecommunications course, it is considered to be a 
correspondence course.

ED has specified that programs offered by foreign schools 
through telecommunications or correspondence are not 
eligible programs.  ED has, however, included a provision 
acknowledging that participating foreign schools are free to 
use telecommunications technologies to supplement and 
support instruction offered in a classroom located in the foreign
country where the students and instructor are physically present.

DIRECT ASSESSMENT PROGRAMS

ED has determined that time-based requirements can and 
must be applied to direct assessment programs to ensure that 
students receive comparable amounts of Title IV, HEA program 
assistance for comparable work.  Therefore, schools must 
indicate equivalences to credit or clock hours in terms of 
instructional time in order to provide a factual basis for the 
claim of equivalence.

A provision that exempts direct assessment programs from 
the limitations of contracting for part of an educational 
program (such as courses or learning materials developed 
by other entities such as training and professional development 
organizations to assist students in preparing for the assess-
ments) has been included in the direct assessment regulations.

An academic year in a direct assessment program consists of 
a minimum of 30 weeks of instructional time during which, for 
an undergraduate educational program, a full-time student is 
expected to complete the equivalent of at least 24 semester or 
trimester credit hours, 36 quarter credit hours, or 900 clock 
hours.

ED determined that remedial courses taken in preparation for 
enrollment in a direct assessment program could be paid for 
with Title IV, HEA program funds only if they were offered in 
credit or clock hours.  

The Program Review Process

An updated version of the Program Review Process Guide is available on the AES Website, aesSuccess.org, by clicking on “Schools,” on
“Products and Services,” and then on “Program Review Process.”  We hope this guide will help to familiarize you with the AES program
review process.  We are committed to promoting and maintaining integrity, accuracy, and timeliness in the certification and delivery of
financial assistance to students and their parents. We offer general and specialized technical assistance reviews to provide service and
training to our customers.  Through the program review process, we hope to encourage an atmosphere of mutual respect and support
within the financial aid community.  If you have any questions or would like to request a technical assistance review, please contact AES
Program Review staff at: 717.720.2740.

2006 Common Manual …on its way!

A reminder to schools and lenders that the Common Manual is being revised for 2006 and will be available in October at
aesSuccess.org on the “School” page under “Financial Aid Publications”.  The 2006 Common Manual e-Collection CD will also
become available in October, and will be sent to all schools in Pennsylvania, Delaware, West Virginia, and to all lenders who
service their own loans.

Due to the implementation of the Higher Education Reconciliation Act of 2005 (HERA), publication of the 2006 Paper and
Electronic versions of the Common Manual was delayed until October, in order to include as many changes as possible as result
of HERA. 

2006 AES Fall Workshops

The 2006 AES Fall Workshops are fast approaching.  As you know, the Fall Workshops are designed for all financial aid 
professionals at postsecondary institutions.  We are excited to be bringing you new information along with updates that will
assist you with your day-to-day operations.  Some of the topics on the agenda include OneLINK/eCourier, Payment Planner, 
the Higher Education Reconciliation Act of 2005 (HERA), Graduate PLUS loans, Default Prevention, and State Grants.   

We have seats remaining at most locations.  If you're interested, you may view the schedule in its entirety and register to attend
any of the conveniently located workshops by visiting
http://www.aessuccess.org/higher_ed/training_opp/PAfallworkshops.shtml.  We look forward to seeing you! 
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AES helps student and families from every walk of life to afford higher 
education because we believe in the potential of the next generation of 
leaders, thinkers and doers. 

Starting from the time students begin planning for college and apply for a
loan, we also deliver the funds, staying with them through the school years
and guiding them through repayment. 
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