Fresh Start- What you Need to Know

What You Need to Know

AASFAA
55 Years of Connection Conference
May 17, 2023

« David Downing, NASFAA
 Maggie Holloway, Arizona State University
 Hillary O’Donnell, University of Phoenix




Fresh Start- What you Need to Know

« What is Fresh Start?
« Eligibility & Timeframe
* What borrowers & schools need to do

» Arizona State University
» School Process & Best Practices

* University of Phoenix
* School Process & Best Practices




Fresh Start- What you Need to Know

Federal Student Aid I_ Fresh Start _I

An OFFICE of the U.S. DEPARTMENT of EDUCATION

- -
Published on https://fsapartners.ed.gov/kr - nltlatl“e

center/library/dear-colleague-letters/2022-08-17/federal-

student-aid-eligibility-borrowers-defaulted-loans

SLICATION DATE: August 17, 2022 » For borrowers who defaulted prior to
~IDEGEN:22:13 o ) March 13, 2020 (pandemic payment
3JECT: Federal Student Aid Eligibility for Borrowers with Defaulted Loans
) ! ' ' pause).
MIMARY: This letter provides guidance to schools on awarding federal student ¢
ler Title IV of the Higher Education Act of 1965 (HEA) to students with defaulte
» Eliminates negative effects of default
r Colteague: for federal student loans:

U.S. Department of Education (Department) announced [ on April 6, 2022, that it .
.
ild eliminate the negative effects of default for borrowers who defaulted on their D/rect Loans

2ral student loans prior to the pandemic payment pause. Among other features, this . FFEL Loans (ED-and-commerCially held)

stive, called “Fresh Start,” will enable borrowers with defaulted federal student loan;

' Title IV HEA federal student aid eligibility, including Federal Pell Grants and * Perkins Loans (ED-held)

~sed aid like Federal Work-Studv: Access to federal student aid can nrovide a

* Borrowers are removed from default
Dear Colleague Letter and regain eligibility for all Title IV

GEN-22-13 | aid programs. |

[ B

Borrower Benefits
L |

Affordable repayment plans
Access to federal student aid

Pause on collections activity for
one year after payments resume

Eligibility for loan rehabilitation

Updated credit reporting
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When does the payment pause end?

Announced November 22, 2022

"Payments will resume 60 days after the Department is permitted to
implement the [Biden Student Loan Forgiveness] program or the
litigation is resolved, which will give the Supreme Court an
opportunity to resolve the case during its current Term. If the program
has not been implemented and the litigation has not been resolved by
June 30, 2023 — payments will resume 60 days after that.”

 Borrowers

» Have one year after payment pause ends to:

+ Contact the loan servicer or ED and request transfer to non-
default servicer; OR

» Apply for and receive Title IV aid at an eligible school

« Communication
+ ED notified Fresh Start-eligible borrowers in October 2022

+ Schools do not need collect copies or do anything with
these “Fresh Start letters”
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* Document Title IV Eligibility

» Determine borrower's defaulted loans are Fresh Start-eligible

» Take NSLDS screenshot on each loan to document default is prior to March
13, 2020

» Collect Student Acknowledgement

“l, [full name], understand that | am eligible for Title IV aid as a result of the
Fresh Start initiative. As a Fresh Start-eligible borrower, | understand that, by
accepting Title IV HEA federal student aid during the Fresh Start period, | am
agreeing to have my defaulted loans transferred to a new loan servicer — the
company that will manage my loan - which will result in continued Title IV, HEA
federal student aid eligibility beyond the Fresh Start period. | understand that
this transfer may not occur immediately and that | can contact the holder(s) of
my defaulted loan(s) to request transfer sooner.”

Default On or After March 13, 2020 [(Rare)

* Default on or after March 13, 2020 and Before the
Repayment Pause End Date
* Primarily FFEL Loan borrowers.

» School only needs to retain a screenshot of the NSLDS loan
detail showing the loan defaulted on or after March 13, 2020.

» Do not need to collect borrower acknowledgement or any other
documentation from the borrower.

10
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* Professional Judgment

* You cannot have a policy to deny Title IV aid or loans across-
the-board to Fresh Start-eligible borrowers.

+ If the financial aid administrator is considering denying
additional Direct Loan eligibility to Fresh Start-eligible
borrowers, the aid administrator would have to exercise
professional judgment (PJ) authority on a case-by-case basis
and document that decision in the student's file in accordance
with Section 479A(c) of the Higher Education Act (HEA), as
amended, [20 USC 1087tt] and 34 CFR 685.301(a)(8).

11

What If A Student Only Wants a Pell Grant?

* Follow the guidance in GEN-22-13
» Loan default prevents eligibility for all Title IV aid.

« To regain Title IV eligibility of any kind a student can submit the
Fresh Start acknowledgment to their school to resolve their
default.

» School collects the Fresh Start acknowledgment and the
NSLDS screenshots.

12
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* The calculation of aggregate loan limits does not
change.

» Schools should continue to use the Aggregate Outstanding
Principal Balance (Agg. OPB; without collection fees, accrued
interest, or capitalized interest) to calculate remaining eligibility
for a Direct Loan.

13

What Happens If A Borrower Re-Enters Default?

* The borrower will be treated like a first-time defaulted
borrower.

 If a borrower sets up a payment arrangement and fails to make
the necessary payments, the borrower will be treated like a
first-time defaulted borrower.

» The borrower would be allowed 240 days of no payments
before entering default again; the process and timing is the
same as for any other borrower. This is true for borrowers in an
in-school status and for those not currently enrolled.

« If the borrower becomes delinquent beyond the Fresh Start
period, the borrower does not immediately return to default; the
240-day clock starts over before they go into default again and
become ineligible for Title IV aid based on the new default.

14
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Arizona State
University
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Student Instructions, Top

BSU Tuition and Aid

Drlversie # Tution v  FinancialAld v Student Finances and Bling v Aidiand Biling Calendar  Contact and Forms ~

2023-2024 Loan default resolution verification

I this item is listed under your Financing Tasks in My ASU. your financial aid disbursement
piaced on hold until you provice the information requested |

Why this is needed

Your FAFSA indicates that you have defaulled (1 e , failed o make payments) on yout Federal

‘Stugent Aid (FSA) loanis). One of the consequences of defaultis the loss of addibonal federal
student aid eligibiitty. To regain your eiigidbiity, you must resoive the defaul Lsing one of the options.
below.

1. f you have a defaited ioan and would like 1o particpate in the new Fresh Start Intiative. which
aliows students 10 regain elgibilty, please complets the affidavit beiow Note' the folowing 1oan
types 90 not quality for this program
o APenans loan held by the $Chool
o AHeath Education Assi Program (HEAL) loan
s Aloan heid by the Department of Justce.
Ressive your defaulted FSA loanis) and upiaad prool from the QUarantor of colecton agency
the eForm below To delermine the hoider of your defaulted FSA loan(s), log in 1o the Nat
18m Webs28 With your FSAID and password. Contact tne hosder of your
180 FSA 10an(s) Gractly for INSUCSONS on how 10 resove your default. Once resolved,
upioad accaptabie documentation (dated within the last 30 days) such as
= Documentation of the loan paid in ful
o Documentation of loan consobdation.
o Documentation of satisfactory repayment arrangement
o Documentaton of successtul loan rehadiltaton
3. H you have a defaulted federal student Ioan in an actve bankruptcy claim and your debt is
dischargeable, attach documentation from the holder of the dedt stating it is dischargeable. Visit
the Getting Out 2tault page on the Federal Student A website for more mformation

17

Student Instructions, Bottom

Instructions

1. Click on the eForm below and follow the instructions provided

2. Upload documentation showing the default has been resolved or that you will be participating in
the Fresh Start Initiative

3. Submit the eForm.

You can view your document status on My ASU's Finances tab. Please allow two to three
business days after you submit it for our receipt to show in your Financing Tasks

Complete and submit online.

2023-2024 eForm

Download Forms:

18
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ARIZONA STATE ASUHome MyASU Coleges & Schools = Map & Locators = Divectory SIGN OUT
MUNI\'ERSITT Saarch ASL a

Once the student clicks the | Webforms |
link on the instruction page,
the eForm will open.

The top portion of the form is
pictured to the right, and if
they are logged in, their name
and student ID would auto-fill.

@560 1 P huicis of he See? statng it i

130 Gays. Accaptabia proot ncluges.

First naeme - Lost name T-aiga ASU 0

19

The bottom portion of the =
form presents 3 options
to the student. Loan default resolution options *

ae a defaulted federal student loan and viould like to pariicipate in the new Fresh Start Initiative. Visit studentaid goviannouncements-events/default-fresh-start to leam more
1 Fresh Start Initative

alie a defaulted federal student loan in an active bankruptey ciaim and my debt is dischargeable.
itakh documentation from the holder of the debt stating itis dischargeabe.
O My pefautted loan has been resolved

Affach proof from the guarantee or collection agency such as:

Second is to tell us they - Lommanta

have a defaulted loan in

a n a Ctlve ba n kru ptcy Certfication: By submitting this form | certify that the submitted information is true and correct to the best of my knowledge and belief. If asked by an authorized official, | agree to
. provide additional proof of the information provided on this form. | understand that purposely providing faise or misleading information on this form may result in reduction or

claim. ittt el

Get Help 24/7

Last choice is to let us Wesire s you bt o the ansvers you e 24 hours ey, v dae oot s fudents st sfconacnanid b calig s 6552705080

know their default has =
been resolved.

20
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* If the student marks the
first bubble, the form will
populate the needed
affidavit that the student
is required to sign to
participate in Fresh
Start.

Loan default resolution options *

startto leam more

have a defaulted federal student loan and would like o partisipate In the new Fresh Start Initiative. Visit studentaid
ut the Fresh Start Initative.

(I nave a defaulted federal student loan in an active bankruptcy ciaim and my debt is dischargeable.

Attach documentation from the hoider of the debt stating tis dischargeable,

(O My defauted loan has been resolved.

Attach proof from the guarantes or collection agency such as
« Loan paid in full
« Loan consolidation.
« Loan renabilitation

Fresh Start affidavit *

| understand that | am eligible for Title IV aid as a resut of the Fresh Start Initiative As a Fresh Start-el

ible borrower. | understand that, by accepting Title IV HEA federal student

aid during the Fresh Start period, | am agreeing to have my defaulted loans transferred to a new loan servicer - the company that will manage my loan - which will resut ina
continued Titie IV, HEA federal student aid eligibilty beyond the Fresh Start period. | understand that this transfer may not occur immediately and that I can contact the holder(s) of

my defauited loan(s) to request transfer sooner

Type your full name in the text box to certify the above statement.

Certification: By submiting this form | certify that the submitted information is true and correct ta the best of my knowledge and belief, If asked by an authorized official, | agree to
provide additional proof of the information provided on this form. | understand that purposely providing false or misleading information on this form may resultin reduction or

repayment of aid, fines and/or imprisonment in this andlor future years.

Get Help 2417

We sirive o serve you better. Get the answers you need 24 hours a day, Seven days a week at Nitips /istudents.asu. edulcontactfinancialaid or by caling us at 855-278-5080.

suemMT

21

Loan default resolution options *

Loan default resolution options *

| d would e o paricoata i he new e, Vit amcano

ahout e Fresh Star ntatve

‘@ delauted fedaral student loan in an active bankmupcy ciam and my debl s

agRae.

Adtach documentation from the holder of the deb stabing tis dschargesbie.

{0 My defsstied foan has been resolved

Adtach proof frem the guatansoe or codecton agency such 35
+ Loanpadnfil

Hresn ore D)l have 2 defa loan and
abou the Fresh Star Intiatie

3 102N I &N BEtve BaTATUPI Claim and my debt s dischargeatie.

‘Aftach documentaton fom the holdsr of the dati stat

@.f defauted an has e 1

‘Aftach peocfrom he Quarantes of collechon aQency such &3
o Loan paid inful
+ Loan conslidation
+ Luan renabiftaton

g tis dschargeatis

ahved

the new Fresh Star InSatve. Vis? studentaid goviannouncements-events/default

iUpIoad default resolution documentation

Upload default resolution documentation

Altach any documentaton that you have been
To attach a file to this eFom use the "Chooss Fie” bulen 1o browse 1o it and then !

any dooumes  Y0u hive e tequested fo prowide Pl what!

tothiseFom use Be e bt o browse o 2nd e ek Upoad” Add

| Toata
| Atganewrie

uPLD

oad {0 your oigi

Add anewfile
Choose File | Nofie chosen | upLoAB

Sl mus oo e T MR

Atowes e yoes ogipeq pafgitpng.

Place of whatthe document (appaars
Upioad™ Addional fies are accepled after

Upload” to yout

If either of the other options are selected, an

upload

section appears for the student to attach default
resolution documentation.
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“

'§\=’

University of Phoenixe
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UOPK Student View In Action

Message Center

L3
Notifications (0)

You have no new notifications.

Tasks (2)

21 2022:2003

Tasks completed (5)

24
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O Document Submission
Finznaist Ald Award
Accect Lasns

Diszurszment Status

Awards & Disbursements Jan 2022 - Nev 2022 (Current) -

Document Submission

You're making grest progres: ‘we recsived your FAFSA an

Department of Education has requested some sddtional information

IMPORTANT:
Fleass complete the following steps immediately to avoid any

interruptions during this process

Fill Out Fresh Start Loan Acknowledgment Form -2022-2023 (Student)
@

c Initiated / In Progress

Fresh Start Loan Acknowledgment Form

Upload your Default Resolution Letter - 2022-2023 [Student) @

O Submitted pending review

Your Default Reschion L
our review io be complsfe

=r has been submittsd but not yef reviewed, We sxpect
by 04272023

Upload your Default Resolution Letter - 2022-2023 (Student) 7]

O Submitted pending review

Your Dsfault Resolubion Lefter hes been submitied but nof yet rewewed. W expect
our revisk ta be somplsfe by Q4272023

25

é:;? University of Phoenix

Fresh Start Loan Acknowledgment

Student Legal Last Name:

First Name: Middle Initial: —

Student IRN:

Signature:

as a result of the Fresh Start initiative. As a

Date:

(print borrower name), understand that | am eligible for Title IV aid
Fresh Start-eligible borrower, | understand that, by accepting Title
IV HEA federal student aid during the Fresh Start period, | am agreeing to have my defaulted loans transferred
to a new loan servicer — the company that will manage my loan - which will result in continued Title IV, HEA
federal student aid eligibility beyond the Fresh Start period. | understand that this transfer may not occur
immediately and that | can contact the holder(s) of my defaulted loan(s) to request transfer sooner.

26
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1. Go to the NSLDS website and look up student

2. In Loan Summary, click View Loan Details for each defaulted loan.
a. Direct Loans collapse Activities and Collections.
b. FFEL Loans collapse Activities and Collections, and under Claim
History leave only Insurance Claim payment and Repurchase

section.
IE] Anofficisl website of the United States government @ | Help Center | Contactus
Federal Student Aid NSLDS - 02098800 - University of Phoanix Log Out
AldRecipient  School  Enrollment  DataProviders  Reports  Resources Q  Search Aid Recipient
@ ssn: DOB: Name: Role(s): Student Clear Aid Racipient
A Overpsyments

~ Hide Alerts

Financial Aid Dashboard

27
Reviewing NSLDS to determine Fresh Start- Direct Loans
» This will be the Start Date of Debt Management and Collections System
(DMCS) line in the Loan Detail page under Loan Holder History.
* In this example the default date for this loan is 07/21/2010. If the Direct
Loan is not with DMCS, it is not Fresh Start eligible.
Federal Loan Servicer v
Start Date End Date Code Federal Loan Servicer
072172010 Current 556 DEBT MANAGEMENT AND COLLECTIONS SYSTEM
0612000 07/20/2010 578 DEPT OF ED/FEDLOAN SERVICIMG{PHEAA]
28
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Reviewing NSLDS to determine Fresh Start - FFEL Loans

* If held by DMCS use the most recent Insurance Claim Payment date
with a default status code.

* In this example, the default date for this FFEL loan is 07/01/2011.

Insurance Claim Payment ~-
Reason Code
DF -Defaull

29
Reviewing NSLDS to determine Fresh Start - FFEL Loans
 If there is no Insurance Claim Payment date, use the date in Loan Holder History.
Cumulative Guaranty Agency v )
Date Amount Paid Financn Coda
Start Date End Dat Code Guaranty. Agency
Lender ~
30
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Direct Parent PLUS loans that were taken out by the student (for their
child) are eligible for Fresh Start.

1 Loan Last Updated: 04/10/2023 Federally Servced (O

Student Borrower Information
This loan was taken out on behalf of the selected Aid Recipient by a Student Borrower

Name: SSM: DOB:

If a Direct Parent PLUS loan was taken out by a parent of the student, it
does not count against the student.

3 Loan Last Updated: 04/10/2023 Federally Serviced

Plus Borrower Information
This loan was taken out on behalf of the selected Aid Recipient by a Parent Plus Borrower

Mame: SSN: DOB:

31

Reviewing NSLDS to determine Fresh Start - Perkins Loans

» Locate the most recent Start date for transfer of the loan to DMCS as shown under “Loan Holder
History” in the “Loan Detail” section.

* In this example, the default date for this Perkins loan held with DMCS and the start date is
11/06/2018. You may also see Perkins loans serviced by ECSI Federal Perkins Servicer. This is an
acceptable Federal Loan Servicer as well.

Loan Holder History o

Federal Loan Servicer v

Start Date End Date Code Federal Loan Servicer

I 11/06/2018 | Currant 556 DEBT MANAGEMENT AND COLLECTIONS SYSTEM

06032018 11052018 528 DEPT OF ED/ECS! FEDERAL PERKINS SERVICER

« ED-held Perkins are eligible.
» School-held Perkins are not eligible.
» In this example, the holder of the Perkins loan is serviced by the school, and this is the only loan

in Defauit

School &

Start Date End Date School OPEID  Schoal

D123/2006  Cument 00208300

32
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What we've learned along the way!

33

| N

Resources

A Fresh Start for Borrowers with Fedel
Student Loans in Default * Fresh Start Fact Sheet

Borrowers with federal student loans in default will be able to reenter current repayment st h ttps'//fsapartn e d go V/S,te S/de fa UIt/f
have other federal student aid benefits and protections restored that will increase their long [IeS/2022—08/FreSh Staf'tFaCtSheet,pdf

repayment success.

Background
On April 8, 2022, the U.8. Department of Education (ED) announced it would eliminate th( - o
effects of default for borrowers with defaulted federal student loans. This will enable appro: ° Dea r C o I Ieag ue Letter G E N 22 1 3

million borrowers with defaulted federal student loans to return te repayment without any p

balance, just like every other borrower. These borrowers are disproportionately likely to be https,//fsapartners ed gOV/knOW/edge-
generation college students, have received a Federal Pell Grant, and qualify for low month

under income-driven (IDR) plans. center/library/dear-colleague-
This initiative, called “Fresh Start,” will increase the long-term repayment success of berroy /etter8/2022—08— 1 7/fedel’a/—8tudent-ald—

defaulted federal student loans, provide substantial benefits to borrowers over the coming

~d last for a period of one year from the end of the payment pause, as described below. e”gibi”ty'borroWers-defaulted-/oans

~t sheat nrovidas an overview about the Fresh Start initiative and stens borrowers i

* NSLDS Customer Support
1-800-999-8219 or nslds@ed.gov

Fresh Start Fact Sheet I_ J

17
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Contact Information

* NASFAA’s AskRegs

* Review Fresh Start category for several helpful articles.
» “Ask a Question” if you can’t find your answer.
» https://askregs.nasfaa.org/

* Maggie Holloway, Arizona State University
¢ margaret.holloway@asu.edu

« Hillary O’Donnell, University of Phoenix
 hillary.odonnell@phoenix.edu

* Knowledgebase of answers to common questions for NASFAA members.

35

Thank you for attending!
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Federal StudentAid

An OFFICE of the U.S. DEPARTMENT of EDUCATION

A Fresh Start for Borrowers with Federal
Student Loans in Default

Borrowers with federal student loans in default will be able to reenter current repayment status and
have other federal student aid benefits and protections restored that will increase their long-term
repayment success.

Background

On April 6, 2022, the U.S. Department of Education (ED) announced it would eliminate the negative
effects of default for borrowers with defaulted federal student loans. This will enable approximately 7.5
million borrowers with defaulted federal student loans to return to repayment without any past due
balance, just like every other borrower. These borrowers are disproportionately likely to be first-
generation college students, have received a Federal Pell Grant, and qualify for low monthly
payments under affordable income-driven repayment (IDR) plans.

This initiative, called “Fresh Start,” will increase the long-term repayment success of borrowers with
defaulted federal student loans, provide substantial benefits to borrowers over the coming months,
and last for a period of one year from the end of the payment pause, as described below.

This fact sheet provides an overview about the Fresh Start initiative and steps borrowers must take to
make payment arrangements that will keep them out of default long-term. ED intends to post specific
guidance for postsecondary schools and guaranty agencies on the Knowledge Center on the FSA
Partner Connect portal. ED posted preliminary information for borrowers at StudentAid.gov/freshstart
and will provide specific communications to borrowers in the coming weeks and months.

Benefits of Fresh Start for Eligible Loans

Restores access to repayment options—that could offer monthly payments
as low as $0 through IDR plans—and provide opportunities for loan
forgiveness

Restores eligibility to receive federal student aid, including Federal Pell
Grants and campus-based aid like Federal Work-Study, so borrowers can
complete their course of study and increase long-term repayment success

Protects borrowers from involuntary collection efforts and costly collection
fees

Restores eligibility for future rehabilitation for borrowers who rehabilitated a
defaulted loan during the payment pause

Provides credit reporting features—including removing borrowers from the
federal Credit Alert Verification Reporting System (CAIVRS)—making it
potentially easier and more affordable for student loan borrowers to afford
living expenses

O OO0 OO


https://www.ed.gov/news/press-releases/biden-harris-administration-extends-student-loan-pause-through-august-31
https://fsapartners.ed.gov/knowledge-center

Loans Eligible for Fresh Start:

o Defaulted William D. Ford Federal Direct Loan (Direct Loan) Program loans

e Defaulted Federal Family Education Loan (FFEL) Program loans (both ED-held and commercial-
held)

e Defaulted ED-held Perkins Loans

Commercial-held FFEL Program loans that defaulted after March 13, 2020, through the duration of
the payment pause, will be returned to current standing through ED’s action to expand COVID-19
flexibilities. Because these loans will be returned to current standing, they are not eligible for Fresh
Start benefits.

Loans Not Eligible for Fresh Start:

e Defaulted school-held Perkins Loans

e Defaulted Health Education Assistance Loan Program loans

e Student loans remaining with the U.S. Department of Justice (DOJ)

e Direct Loans and commercial-held FFEL Program loans that default after the end of the pause on
student loan payments and collections

@ Access to Affordable Repayment Plans and Pathways to Forgiveness

Many borrowers with older loans will have access to repayment plans that provide more
affordable monthly payments than when they first defaulted on their loans. Starting later this
year, borrowers with defaulted federal student loans that are eligible for Fresh Start can find
long-term repayment success by taking steps to enroll in affordable IDR plans—uwith monthly
payments that could be as low as $0—and potentially qualify for loan forgiveness under IDR
and the Public Service Loan Forgiveness Program.

Borrowers will receive counseling and communications about the potential benefits of enrolling
in IDR plans. To enroll in an IDR plan, borrowers can provide the income information required
for enroliment to the default loan servicer—through communications channels outlined
below—including attesting to their annual income, family size, marital status, and spouse’s
annual income if married. This information will be used by the borrowers’ new non-default loan
servicer, who will enroll them in the IDR plan providing the lowest monthly payment amount
once transferred.

@ Regain Access to Federal Student Aid to Continue College

Borrowers who do not complete their program of study are at a higher risk of default. Under
the Fresh Start initiative, borrowers with eligible defaulted federal student loans can now apply
for federal student aid to help them complete their credential or degree and increase their
long-term repayment success.

Borrowers can apply for federal student grants, loans, or work-study funds through the Free
Application for Federal Student Aid (FAFSA®) form and receive aid even before Fresh Start
is fully implemented later this year.

Once new aid is disbursed to borrowers under the Fresh Start initiative, ED will transfer the
borrower’s eligible defaulted federal student loans to a non-default servicer, which will remove
the default status of the loans from borrowers’ credit reports. This action allows the borrower to
remain eligible to receive federal student aid beyond the Fresh Start period.

@ No Collections Activity
For one year after student loan payments resume, borrowers with Fresh Start-eligible
defaulted federal student loans will not be subject to any collection efforts, including

Federal Student Aid | StudentAid.gov Page 2 of 5


https://www.ed.gov/news/press-releases/department-education-announces-expansion-covid-19-emergency-flexibilities-additional-federal-student-loans-default
https://www.ed.gov/news/press-releases/department-education-announces-expansion-covid-19-emergency-flexibilities-additional-federal-student-loans-default
https://studentaid.gov/manage-loans/repayment/plans/income-driven
https://studentaid.gov/manage-loans/forgiveness-cancellation/public-service
https://studentaid.gov/h/apply-for-aid/fafsa
https://studentaid.gov/h/apply-for-aid/fafsa

involuntary collection tools like wage garnishment and offset of certain government payments
(such as income tax refunds and Social Security benefits). During the initiative, ED does not
charge collection costs and will not make any new referrals to the DOJ for litigation to recover
defaulted debt. Simply put, eligible borrowers will have at least one year to make payment
arrangements before defaulting on their debts and/or being subject to further collections efforts
like most other borrowers eligible for the payment pause.

Restored Eligibility for Loan Rehabilitation

Typically, borrowers who rehabilitate a defaulted federal student loan and default on that loan
again cannot rehabilitate it a second time. To ensure that borrowers who could have taken
advantage of Fresh Start—but rehabilitated instead—are not harmed, borrowers who
rehabilitated their loan during the payment pause will be able to rehabilitate again if they re-
default.

Credit Reporting Features and Protections
Due to the Fair Credit Reporting Act, loans that have been delinquent for more than seven
years generally do not appear on credit reports produced by credit reporting agencies. To
ensure the maximum opportunity for borrowers with eligible defaulted federal student loans to
get a fresh start, ED will
o delete reporting about loans that have been delinquent for more than seven years,
even if the borrower enrolls in a repayment plan through the Fresh Start initiative;
e report all other defaulted loans to credit reporting agencies as “current” and not in a
collection status; and
e use aloan’s original date of delinquency if borrowers become delinquent or go into
default again after this Fresh Start opportunity, which will not reset the seven-year
timeline for a borrower’s credit report.

Currently, borrowers with defaulted loans are reported to CAIVRS. Lenders, particularly those
originating government-backed loans, deny loan applicants if they are flagged in CAIVRS. As
of July 10, 2022, ED removed default notations in CAIVRS for borrowers with eligible defaulted
federal student loans.

Negative credit reporting information can be a disqualifying factor for some federal
employment. Additionally, consumers with negative credit reporting frequently pay more when
renting and using insurance products. ED’s actions under the Fresh Start initiative will likely
help reduce barriers to employment and keep more money in many borrowers’ pockets.

Steps Borrowers Must Take to Make Payment Arrangements

Under Fresh Start, all borrowers with eligible defaulted federal student loans will receive
important benefits available to borrowers in good standing for the duration of the initiative.
Most borrowers with Fresh Start-eligible loans must make long-term payment arrangements
with ED or their guaranty agency. Similar to all borrowers when payments resume, borrowers
who do not make payment arrangements during the Fresh Start initiative will again be subject
to default collections one year after the payment pause ends.

Any borrower with eligible defaulted federal student loans can make payment arrangements
during the initiative by visiting myeddebt.ed.gov, contacting their loan holder by phone or in
writing, or calling the Default Resolution Group at 1-800-621-3115.

Borrowers who make payment arrangements will be transferred to a non-default loan servicer.
When borrowers’ eligible defaulted federal student loans are transferred to a non-default
servicer, ED will remove the default status of the loans from borrowers’ credit reports.
Borrowers will have one year from the end of the student loan payment pause to make
payment arrangements or notify their loan holder that they would like to transfer to a non-
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default servicer. Similar to all borrowers when payments resume, borrowers who do not take
advantage of this option or pay off their federal student loans during the Fresh Start initiative
period will again be subject to default collections one year after the pause ends. In addition,
borrowers will lose eligibility for federal student aid, and ED and guaranty agencies will resume
reporting their loans as being in collections to credit reporting agencies. ED will closely monitor
the repayment performance of borrowers with previously defaulted loans, including enroliment
rates into IDR plans that can best support their long-term success.

[llustrative Scenarios

e Jane has a defaulted ED-held student loan
that’s been delinquent for less than seven
years and wants to return to school to
complete a degree. Jane applies for additional
federal student aid. When Jane receives
additional federal student aid, Jane’s loan will
be automatically transferred to a non-default
servicer and receive an in-school deferment if
Jane is enrolled at least half-time. ED will ask
credit reporting agencies to delete the
defaulted loan from the borrower’s credit
report, and ED will continue reporting the loan
as current on credit reports.

e Jane has a defaulted ED-held student loan
that’s been delinquent for less than seven
years. ED will report the loan to credit reporting
agencies as current. If Jane desires to transfer
to a non-default servicer, ED will ask credit
reporting agencies to delete the defaulted loan
from Jane’s credit report, and ED will continue
reporting the loan as current on credit reports.
If Jane does not transfer to a non-default
servicer within one year of the payment pause
ending and Jane redefaults, the loan will be
reported as in collections on credit reports—
with Jane’s original date of delinquency—
which will not reset the seven-year timeline on
Jane’s credit report.

e Jane has a defaulted commercial-held FFEL
Program loan that’s been delinquent for less
than seven years and defaulted before March
2020. The guaranty agency will report the loan
to credit reporting agencies as current on
credit reports. If Jane transfers to a non-default
servicer, the guaranty agency will ask credit
reporting agencies to delete the defaulted loan
from Jane’s credit report and transfer the loan
to ED. Then, ED will transfer Jane’s account to
a non-default loan servicer. Jane’s new loan
servicer will continue reporting the loan as
current on credit reports. If Jane does not
transfer to a non-default servicer within one
year of the payment pause ending and Jane
redefaults, the loan will be reported as in
collections on credit reports—with Jane’s
original date of delinquency—which will not
reset the seven-year timeline on Jane’s credit
report.
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Jane has a defaulted ED-held student loan that’s
been delinquent for more than seven years.
Since the defaulted tradeline has been
delinquent for more than seven years, it no
longer appears on Jane’s credit report for most
inquiries. ED will ask credit reporting agencies to
delete the loan tradeline while Jane remains with
the default servicer. Additionally, if Jane makes
payment arrangements and transfers to a non-
default servicer during Fresh Start, ED will still
not report the loan to credit reporting agencies
while Jane’s loan is with the non-default servicer,
or if Jane defaults once more on the same loan.

Jane has a defaulted commercial-held FFEL
Program loan that’s been delinquent for more
than seven years, which no longer appears on
Jane’s credit reports for most inquiries. The
guaranty agency will ask credit reporting
agencies to delete the loan from credit reports
while Jane’s loan is with the guaranty agency.
Additionally, if Jane makes payment
arrangements and transfers to a non-default
servicer during Fresh Start, ED will still not report
the loan to credit reporting agencies while Jane’s
loan is with the non-default servicer, or if Jane
defaults once more on the same loan.

Jane has a defaulted commercial-held FFEL
Program loan that went into default after March
2020, but before the end of the payment pause.
Jane’s loan is covered by ED’s actions to protect
borrowers with commercial-held FFEL Program
loans, not the Fresh Start initiative. The guaranty
agency will ask credit reporting agencies to
delete the tradeline from credit reports. ED will
transfer Jane’s account to a non-default loan
servicer. Jane’s new loan servicer will continue
reporting the loan as current on credit reports. If
Jane redefaults, the loan will be reported as in
collections on credit reports. ED will report the
loan to credit reporting agencies with Jane’s new
date of delinquency, which will reset the seven-
year timeline on Jane’s credit report.
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Outreach to Borrowers About Fresh Start

ED is committed to ensuring that as many borrowers as possible know about and benefit from
the Fresh Start initiative. ED will conduct extensive, proactive outreach to borrowers via email,
postal mail, and social media. Information for borrowers also will be posted on StudentAid.gov.

Additional Efforts to Reduce Defaults in the Loan Program

In addition to Fresh Start, ED has taken steps to help every student loan borrower successfully
manage their payments and avoid possible default so these borrowers will return to a more
flexible repayment system than when they first defaulted. This includes improving student loan
servicing, strengthening IDR plans, and discharging debts of borrowers who were defrauded by
their college or are eligible for other forms of loan forgiveness. Additionally, ED is taking action
to support and protect students and taxpayers from poor-performing programs. ED actions
include reestablishing the Federal Student Aid Enforcement Office, coordinating with state and
federal partners to uphold civil law and promote borrower protection, and holding investors of
proprietary colleges accountable. Collectively, these initiatives will reduce defaults in the federal
student loan programs.

Aug. 16, 2022
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