Facts About Discharging Your Student Loan

Fact sheet for Students Adversely Affected by the Closure of a School, False Certification of Eligibility to Borrow, or Unpaid Refunds.

What is Loan Discharge Relief?

Federal law and regulations relieve students who borrowed on or after January 1986, from having to pay back the entire Federal student loan and applicable charges or costs if the school they attend closes in the middle of their education, falsely certifies the student’s eligibility to borrow, or fails to properly pay a refund.   Congress in the 1998 Higher Education Amendments added a partial loan discharge for a loan obtained on or after January 1, 1986, if the school fails to pay a tuition refund required under applicable Federal law and regulation when a student withdraws from school.  The regulations that implement the unpaid refund discharge took effect on July 1 2000.  Regulation implementing these discharge took effect on July 1, 2000.  Regulations implementing these discharge relief option are found in §682.402(d), (e) and (I)for FFEL loans and §685.213 and 214 for Direct loans.

Which Loans Qualify for Discharge Relief?

Section 437(c) of the Higher Education Act of 1965, as amended, 20 U.S.C. 1087(c), allows the discharge of loans made under the Federal Family Education Loan Program loan (FFEL) Program (formally known as the Guaranteed Student Loans), including Stafford, PLUS, and Consolidation Loans, including Direct Stafford, Plus, and Federal Consolidation Loans.  IN this fact sheet, we will refer to ll of these loans as “Federal student loans.”

Do I Quality for a Loan Discharge?

To see whether you qualify for a loan discharge, please review the qualifications for the applicable loan discharge explained here.

Closed School – You qualify for relief id (1) you received you loan on or after January 1, 1986; (2) you (or the student for whom a parent received a PLUS loan)

-were enrolled on the day the school closed, or

-were on an approved leave of absence the day the school closed. Or

-withdrew from the school not more than 90 days before school closed and 

(3) you did not complete and are not now in the process of completing,  this or a comparable program of study at another school by transferring academic credits or hour earned at the closed school to another school, or by any other means.,


If you receive a Federal student loan discharge because you attended a school that closed before you could complete your program of study, and afterwards, you completed your program of study at another school by transferring one or more credit hours from the closed school, your closed school loan discharge may be cancelled and you may have to pay back the loan.


You are not eligible for a federal student loan discharge only because you did not receive your diploma or certificate, of you still completed your program of study.


You are not eligible for a discharge if you had personal mitigating circumstances that caused you to withdraw from school before the 90-day time frame required in the law.
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    You should apply for loan discharge relief to

the party that holds your loan. If the Department of Education holds your FFEL program loan, write or call –


U.S. Department of Education


Debt Collection Service


Loan Discharge Applications


P.O. Box 422037


San Francisco, CA 94142


1-800-621-3115


If your loan is a Direct Loan, write or call 


Direct Loan Servicing Center


P.O. Box 4609


Utica, NY 13504-4609


1-800-848-0979


If the holder of your loan is a lender or guaranty agency, you must contact that entity for a loan discharge application. You can also obtain a Federal loan discharge application on the Department’s website at:

www.ed.gov/offices/OPE/DCS/cancel/home.html

How Do I Get Evidence to Support My Claim for Relief?

You may obtain information and evidence to support your claim for relief from several sources. The first place to start is with the State licensing agency in the state in which the school is located. That agency is usually responsible for retaining the school’s records. If so, inform the officials about your situation and ask them to retrieve your records and send them to you.

Should I Continue to Pay My Loan While I Wait for A Decision on My Application?
While waiting for a decision about whether you qualify for a loan discharge, you should continue to make payments on your loan. When you received your loan, you signed a legally binding agreement to repay that loan. Failure to honor that agreement may result in enforcement action against you, including a lawsuit, garnishment of your wages, offset of your federal income tax refund, an adverse credit record, and loss of eligibility to receive financial aid to attend other schools.

If you submit an application that appears to make you eligible for a loan discharge, the holder of your loan will grant forbearance until a decision is made on your application.  This means that no one should try to collect on your loan until the holder of your note determines whether you are eligible for a loan discharge. If you qualify for the discharge, you are no longer obligated to make any payments on the loan. The holder of the note will refund to you all monies that you paid on the loan, including late charges and collection fees. In addition, the holder of the loan will delete any adverse credit record related to a default on the loan, and no tax refund offset or wage garnishment will take place to collect the loan. You will no longer be in default status, and you become eligible to receive financial aid.

What If My Discharge Application is Denied?

If you are denied a loan discharge, you should ask the holder of the loan to arrange reasonable and affordable payments on your loan. In addition, contact the State licensing agency to inquire about whether there is a tuition recovery fund or performance bond that will cover your damages based on the school closure. In addition, if the school filed bankruptcy, you should file a claim for your loss in the bankruptcy proceeding. You may also consult an attorney about any options you may have through the court system. 


It is important that you know there is no appeals process if your application is denied for a closed school discharge. However, if a guaranty agency denies your application for a false certification discharge, you may ask the Department to review that decision.

Does Failure by the School to Perform as Promised Qualify a Student to Discharge Relief?

You are not entitled to receive a discharge because you believe you (1) received a poor quality education, (2) did not receive help
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with job placement or other services promised by the school, (3) attended a school that engaged in fraudulent activities (other than specific false certification fraud), (4) had unqualified instructors or trained on poor quality or insufficient equipment, and (5) attended an ineligible program of study offered by the school.  There is no authority for the discharge of your loan based on any of these reasons.  In addition, the U.S. Department of Education does not endorse the school’s educational programs or guarantee that the school will deliver the services for which a student contracted. 

How Do I Locate My Academic or Financial Aid Records After A School Closes?

If you are trying to locate your academic record from a closed school, you should contact the State licensing agency  in the state in which the school was located to ask whether the State made arrangements to store the records.  To obtained a financial aid transcript, ask your school to send a Financial Aid Transcript form to:

Federal Student Aid Information Center

Financial Aid Transcript Request

P. O. Box 4129

Iowa City, IA 52244


Your school can also use the Financial Aid History information included on the Student Aid Report (SAR) or in the National Student Loan Data System (NSLDS) Financial Aid History Section of the Institutional Student Information Record.  The school must use the information contained in NSLDS if you transfer in the middle of the year.  However, there is a 60-day waiting period to receive Title IV funds from your last date of enrollment at the closed school to allow sufficient time for the attendance data to transmit to NSLDS.



If you require more information then is provided in this fact sheet, you may write or call the 


U.S. Department of Education

SFAP/Closed School Unit


P.O. Box 32800


L’Enfant Plaza Station


Washington, DC  20026


1-800256-7346


www.ed.gov
STATE LICENSING AGENCY TELEPHONE NUMBERS FOR DIFFERENT TYPES OF SCHOOLS

FLORIDA – 850-488-8695

