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(2) An institution must cancel up to
100 percent of the outstanding loan bal-
ance on a Federal Perkins, NDSL or
Defense loan made prior to November
29, 1990, for law enforcement or correc-
tion officer service performed on or
after October 7, 1998, if the cancellation
benefits provided under this section are
not included in the terms of the bor-
rower’s promissory note.

(3) An eligible employing agency is
an agency—

(i) That is a local, State, or Federal
law enforcement or corrections agency;

(ii) That is public-funded; and

(iii) The principal activities of which
pertain to crime prevention, control, or
reduction or the enforcement of the
criminal law.

(4) Agencies that are primarily re-
sponsible for enforcement of civil, reg-
ulatory, or administrative laws are in-
eligible employing agencies.

(5) A borrower qualifies for cancella-
tion under this section only if the bor-
rower is—

(i) A sworn law enforcement or cor-
rections officer; or

(ii) A person whose principal respon-
sibilities are unique to the criminal
justice system.

(6) To qualify for a cancellation
under this section, the borrower’s serv-
ice must be essential in the perform-
ance of the eligible employing agency’s
primary mission.

(7) The agency must be able to docu-
ment the employee’s functions.

(8) A borrower whose principal offi-
cial responsibilities are administrative
or supportive does not qualify for can-
cellation under this section.

(b)(1) To qualify for cancellation
under paragraph (a) of this section, a
borrower shall work full-time for 12
consecutive months.

(2) Cancellation rates are—

(i) 15 percent of the original principal
loan amount plus the interest on the
unpaid balance accruing during the
year of qualifying service, for each of
the first and second years of full-time
employment;

(ii) 20 percent of the original prin-
cipal loan amount plus the interest on
the unpaid balance accruing during the
year of qualifying service, for each of
the third and fourth years of full-time
employment; and
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(iii) 30 percent of the original prin-
cipal loan amount plus the interest on
the unpaid balance accruing during the
year of qualifying service, for the fifth
year of full-time employment.

(Authority: 20 U.S.C. 465)

[69 FR 61414, Nov. 30, 1994, as amended at 64
FR 58314, Oct. 28, 1999]

§674.58 Cancellation for service in a
Head Start program.

(a)(1) An institution must cancel up
to 100 percent of the outstanding bal-
ance on a borrower’s NDSL or Federal
Perkins loan, for service as a full-time
staff member in a Head Start program.

(2) An institution must cancel up to
100 percent of the outstanding balance
on a Defense loan for service as a full-
time staff member in a Head Start pro-
gram performed on or after October 7,
1998, if the cancellation benefits pro-
vided under this section are not in-
cluded in the terms of the borrower’s
promissory note.

(3) The Head Start program in which
the borrower serves must operate for a
complete academic year, or its equiva-
lent.

(4) In order to qualify for cancella-
tion, the borrower’s salary may not ex-
ceed the salary of a comparable em-
ployee working in the 1local edu-
cational agency of the area served by
the local Head Start program.

(b) The cancellation rate is 15 percent
of the original loan principal, plus the
interest on the unpaid balance accru-
ing during the year of qualifying serv-
ice, for each complete academic year,
or its equivalent, of full-time teaching
service.

(c)(1) ‘““Head Start” is a preschool
program carried out under the Head
Start Act (subchapter B, chapter 8 of
title VI of Pub. L. 97-35, the Budget
Reconciliation Act of 1981, as amended;
formerly authorized under section
222(a)(1) of the Economic Opportunity
Act of 1964). (42 U.S.C. 2809 (a) (1))

(2) “Full-time staff member’’ is a per-
son regularly employed in a full-time
professional capacity to carry out the
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educational part of a Head Start pro-
gram.

(Authority: 20 U.S.C. 425)

[62 FR 45758, Dec. 1, 1987. Redesignated and
amended at 59 FR 61413, 61415, Nov. 30, 1994;
64 FR 58314, Oct. 28, 1999]

§674.59 Cancellation for military serv-
1ce.

(a) Cancellation on a Defense loan. (1)
An institution shall cancel up to 50
percent of a Defense loan made after
April 13, 1970, for the borrower’s full-
time active service starting after June
30, 1970, in the U.S. Army, Navy, Air
Force, Marine Corps, or Coast Guard.

(2) The cancellation rate is 12% per-
cent of the original loan principal, plus
the interest on the unpaid balance ac-
cruing during the year of qualifying
service, for the first complete year of
qualifying service, and for each con-
secutive year of qualifying service.

(3) Service for less than a complete
year, including any fraction of a year
beyond a complete year of service, does
not qualify for military cancellation.

(b) Cancellation of an NDSL or Perkins
loan. (1) An institution shall cancel up
to 50 percent of an NDSL or Perkins
loan for service as a member of the
U.S. Army, Navy, Air Force, Marine
Corps, or Coast Guard in an area of
hostilities that qualifies for special pay
under section 310 of title 37 of the
United States Code.

(2) The cancellation rate is 12% per-
cent of the original loan principal, plus
the interest on the unpaid balance ac-
cruing during the year of qualifying
service, for each complete year of
qualifying service.

(3) Service for less than a complete
year, including any fraction of a year
beyond a complete year of service, does
not qualify for military cancellation.

(Authority: 20 U.S.C. 425(b)(3) and 1087ee)

[62 FR 45758, Dec. 1, 1987. Redesignated at 59
FR 61413, Nov. 30, 1994]

§674.60 Cancellation for volunteer
service—Perkins loans, NDSLs and
Defense loans.

(a)(1) An institution must cancel up
to 70 percent of the outstanding bal-
ance on a Perkins loan, and 70 percent
of the outstanding balance of an NDSL
made on or after October 7, 1998, for

34 CFR Ch. VI (7-1-08 Edition)

service as a volunteer under The Peace
Corps Act or The Domestic Volunteer
Service Act of 1973 (ACTION programs).

(2) An institution must cancel up to
70 percent of the outstanding balance
on an NDSL or Defense loan for service
as a volunteer under The Peace Corps
Act or The Domestic Volunteer Service
Act of 1973 (ACTION programs) per-
formed on or after October 7, 1998, if
the cancellation benefits provided
under this section are not included in
the terms of the borrower’s promissory
note.

(b) Cancellation rates are—

(1) Fifteen percent of the original
principal loan amount plus the interest
on the unpaid balance accruing during
the year of qualifying service, for each
of the first and second twelve-month
periods of service;

(2) Twenty percent of the original
principal loan amount plus the interest
on the unpaid balance accruing during
the year of qualifying service, for each
of the third and fourth twelve-month
periods of service.

(Authority: 20 U.S.C. 1087ee)

[62 FR 45758, Dec. 1, 1987, as amended at 57
FR 32347, July 21, 1992. Redesignated at 59 FR
61413, Nov. 30, 1994, as amended at 64 FR
58314, Oct. 28, 1999]

§674.61 Discharge for death or dis-
ability.

(a) Death. An institution must dis-
charge the unpaid balance of a bor-
rower’s Defense, NDSL, or Perkins
loan, including interest, if the bor-
rower dies. The institution must dis-
charge the loan on the basis of an
original or certified copy of the death
certificate, or an accurate and com-
plete photocopy of the original or cer-
tified copy of the death certificate.
Under exceptional circumstances and
on a case-by-case basis, the chief finan-
cial officer of the institution may ap-
prove a discharge based upon other re-
liable documentation supporting the
discharge request.

(b) Total and permanent disability—(1)
General. A borrower’s Defense, NDSL,
or Perkins loan is discharged if the
borrower becomes totally and perma-
nently disabled, as defined in §674.51(s),
and satisfies the additional eligibility
requirements contained in this section.
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