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      5-page Fact Sheet

Every year, the Texas Education Agency (TEA) identifies subject-matter teacher shortage areas and a list of designated low-income schools that are submitted to the US Department of Education (USDE). Teachers with certain types of student loans may qualify for partial loan forgiveness, deferment, or cancellation benefits.  A teacher’s eligibility for these benefits depends on the type of loan the teacher has, the date the teacher took out his or her first loan and whether the teacher serves in a low-income school or in a subject-matter shortage area.  Some loans have no benefits at all.

BENEFIT OVERVIEW:  For details see following pages. For quick reference, see attached chart.

· Federal Stafford Loan Benefits: These loans are part of the Federal Family Education Loan Program (FFELP -- that includes Stafford, SLS and PLUS loans) and the Federal Direct Loan Program (Direct).  The dates that determine borrower eligibility for these benefits were determined by the date on which the applicable federal legislation was passed that established each benefit.

· Forgiveness: Teachers, who took out their FIRST FFELP (or Stafford) loan on or AFTER Oct. 1, 1998, (or who have no outstanding balance on a FFELP loan on the date they obtain a FFELP loan on or after Oct. 1, 1998) may have up to a $5,000 total forgiveness benefit after teaching 5 consecutive years in a designated low-income school. If some of a teacher’s loans were taken out before Oct. 1, 1998, and were not paid off before taking out additional loans on or after Oct. 1, 1998, none of the loans have any forgiveness benefits.

· No Benefit: Teachers, who took out their FIRST FFELP (or Stafford) loan between July 1, 1993 and Sept., 30, 1998, have NO forgiveness, deferment or cancellation benefit because Congress did not fund a benefit program during this time frame. 

[Note: Only if loans for this time frame were completely paid off before loans were taken out on or after Oct 1. 1998, would there be any forgiveness benefit (see above) for any additional loans taken out on or after Oct. 1, 1998.]

· Deferment: Teachers, who took out their FIRST FFELP (or Stafford) loan between July 1, 1987 and June 30, 1993, may have their loans deferred for up to 3 years if they teach in a subject-matter teacher shortage area.  This benefit is lost if loans are consolidated.

· Federal Perkins Loan Cancellation Benefit: Teachers who have a loan from the Federal Perkins Loan Program may be eligible for 100% loan cancellation after teaching for 5 years in a designated low-income school or in a subject-matter shortage area. Important Warning: Never consolidate a Perkins Loan into a Federal Consolidation loan because cancellation benefits will be lost!

DEFINITIONS:

Forgiveness / Cancellation means that the borrower is no longer responsible for repaying part or all of the loan, including interest, once he or she has performed qualifying teaching service.  

Forgiveness-Forbearance means placing loan payments on hold until qualifying teaching service has been performed if the maximum forgiveness amount will satisfy the anticipated outstanding balance.
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Definitions, continued








                 

Deferment is a temporary postponement of payments (principal and, in some cases, interest) on the loan. 

Designated Low-income School is one that has greater than 30% of enrolled students from low-income families and is located in a district that is eligible for Title I funds. These are listed on the US Dept. of Ed website:

· For Stafford Loans, visit http://studentaid.ed.gov/PORTALSWebApp/students/english/cancelstaff.jsp?tab=repaying
· For Perkins Loans, visit http://studentaid.ed.gov/PORTALSWebApp/students/english/cancelperk.jsp?tab=repaying
Subject-matter Teacher Shortage Areas for Texas (2003-2004) are Bilingual, ESL, Special Education, Mathematics, Science, Foreign Language, and (computer) Technology Applications.

LOAN BENEFIT DETAILS:    (Eligibility is determined by type of loan and date of first loan)

( STAFFORD (partial) LOAN FORGIVENESS BENEFIT – For Stafford Loan borrowers who took out their first Loan on or after October 1, 1998 and had no outstanding balance on a loan under the FFELP or Direct Loan Programs that were taken out prior to October 1, 1998, and who teach 5 consecutive years in a designated low-income school. (Note: The specific loan eligibility date was determined by the date that the legislation was passed that established this forgiveness program) 
Starting October 1, 1998, the Higher Education Act of 1965, as amended, established a (partial) loan forgiveness program for new Stafford Loan borrowers who have no outstanding balance on a loan from the (FFELP) or Direct Loan Programs on the date he/she obtained a loan on or after October 1, 1998, who serve as teachers in designated low-income schools for 5 consecutive, complete academic school years, at least one of which was after the 1997-98 academic year. The benefit provides up to $5,000 forgiveness per teacher on total loan balances.

Note:  The portion of a Federal Consolidation Loan that paid off an eligible Stafford Loan may be eligible for forgiveness.  Therefore, it is O.K. to consolidate these Stafford loans into a Federal Consolidation Loan without losing forgiveness benefits.

A borrower must also make regular payments on his/her loan(s) during those five years; however, in lieu of making payments on his or her loans during the 5 years of teaching service, the borrower may be granted a forbearance if the borrower’s loan holder believes that the forgiveness amount will satisfy the anticipated outstanding balance at the end of the borrower’s teaching service.  The borrower requests this forbearance by submitting a Teacher Loan Forbearance form to the loan holder.  

At the end of the 5 years, this program will repay up to $5,000 of the borrower’s total outstanding Stafford Loan balances (principal and interest). To apply, the borrower submits the Teacher Loan Forgiveness Application to the loan holder.  The borrower is not eligible for refunds on payments he or she has already made to the loan holder.  A defaulted borrower may be eligible for this forgiveness benefit if he or she makes satisfactory repayment arrangements with the holder of the loan.  These borrowers should contact their loan holder for more details. 

To qualify for Stafford teacher loan forgiveness, a borrower must meet all of the following conditions:

· Be a new borrower on or after October 1, 1998, the date specified in the law. This means that
the borrower can request forgiveness on a loan received on or after October 1, 1998, if the 
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Stafford Loan Forgiveness Benefits, Continued

Stafford Loan Deferment Benefit


       borrower had no outstanding balance on any FFELP or Direct Loan at the time the new loan 
       was made. This means that the borrower either:

· Has not borrowed under the FFEL or Direct Loan programs prior to October 1, 1998; 

· Has borrowed prior to October 1, 1998 and has repaid all of these loans before receiving new loans on or after October 1, 1998.

· Be employed for at least 5 consecutive, complete school years as a full-time
teacher in a public or private nonprofit elementary or secondary school that has been 
designated by the Secretary of Education as a low-income school;

· Be certified as teaching in a subject area relevant to his or her academic major (for
secondary school teachers) or be certified as having knowledge and/or teaching skills 
in reading, writing, mathematics, and other areas of the elementary curriculum (for 
elementary school teachers).

The regulations implementing the forgiveness benefit:

· Allow for forbearance of repayment during the five-year teaching period, if the loan holder
determines that the benefit provision would cover the balance due (using the forgiveness-
forbearance form);

· Provide that the qualifying teaching service may begin prior to October 1, 1998, provided one 
qualifying year is after the 1997-98 academic year;

· Provide that teaching at more than one qualified school in an academic year can meet the 
complete academic year requirement and/or the full-time teaching requirement; and

· Define conditions that would not constitute a break in the 5 complete, consecutive  years of teaching requirement.  These conditions are:

· A return to post-secondary education (on at least a half-time basis) related to the 
    performance of teaching service required for forgiveness;

· A condition covered under the Family and Medical Leave Act (FMLA); or

· A call to active duty military status for more than 30 days.

Forgiveness-Forbearance & Forgiveness Application forms are available on the TEA website:  www.tea.state.tx.us, by typing “student loan forgiveness” in the home page search box.

( STAFFORD LOAN DEFERMENT BENEFIT- Stafford borrowers who took out their first loan between July 1, 1987, and June 30, 1993, and who teach in a subject-matter teacher shortage area (see definition) may qualify for up to three years of payment deferment.

If a borrower qualifies for a teacher service deferment of a Stafford or SLS Loan that he or she received between July 1, 1987, and June 30, 1993, the borrower may also defer any additional Stafford or SLS

loans received after June 30, 1993, as long as the borrower had an outstanding loan made from July 1, 1987, to June 30, 1993 at the time he or she received these additional loans.  If the borrower’s loan is
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Perkins Loan Cancellation Benefit








 







unsubsidized, he or she is responsible for interest that accrues during the deferment.  The borrower may pay the interest as it accrues or have it capitalized (added to the principal amount) at the end of the deferment period.  Qualifying loans may be deferred for up to a total of three years.

Eligible teachers may apply by completing the “Education Related Deferment Request (EDU) form,”  available from his or her loan holder.  The form is also available on the TEA website:  www.tea.state.tx.us, by typing “student loan forgiveness” in the home page search box and selecting the appropriate link.  The borrower should send the form to his or her loan holder (not to TEA)  

To qualify for the deferment, the borrower’s principal must certify that the borrower is teaching in a designated subject-matter shortage area.  Eligible borrowers seeking this deferment must remember to reapply each year and can receive a maximum of 3 years deferment.

( PERKINS LOAN CANCELLATION BENEFIT -- Perkins Borrowers who took our their first loan on or after July 23, 1992 have a 100% cancellation benefit after 5 years by either 

· Teaching in a designated low-income school, or

· Teaching in special education or a designated subject-matter 
             shortage area

Those teachers who took out any of their Perkins loans prior to July 23, 1992 have the same benefits as above, except that for those loans the subject-matter shortage area teaching service is counted only if performed after October 7, 1998.

Cancellation benefits are earned by qualified teaching service as follows:

· 15% cancelled at the end of the first year 

· 15% cancelled at the end of the second year

· 20% cancelled at the end of the third year

· 20% cancelled at the end of the fourth year

· 30% cancelled at the end of the fifth year 

    100% total

Once a teacher’s school is designated as eligible, the teacher may continue to qualify for forgiveness benefits as long as he/she teaches in that school, even if that school is not designated as a low-income school in later years.

To apply for forgiveness benefits:

· At the beginning of each school year, the borrower should contact the college or university where he or she took out the Perkins loan(s) – since the borrower’s school is the loan holder – and let them know where and what the borrower is teaching.

· At the end of each school year, the borrower should request and submit an application for Perkins Loan cancellation to his or her college or university.  The borrower must reapply each year. 

WARNING!    Never consolidate a Perkins Loan into a Federal Consolidation Loan, 

                     because Perkins cancellation benefits will be lost!   

5-Page Fact Sheet – October 2003

TEACHER RESPONSIBILITIES:
For each loan benefit, teachers are responsible for obtaining the appropriate forms, requesting the principal’s certification and signature, where applicable, and sending the signed forms to their loan holders (not to TEA). When submitting a signed form to their loan holders, teachers may want to include a copy of the attached letter as documentation that the principal’s certification is authorized by the Texas Education Agency (TEA).

FORMS:

Forms for Stafford Teacher Loan Forgiveness, Forgiveness Forbearance and Deferment are available from lenders, Texas Guaranteed, Direct loan schools, and the TEA website. Forms for Perkins Loan Cancellation are available from the Perkins loan office at the college or university where the loan was obtained.

ADDITIONAL INFORMATION ABOUT STUDENT LOAN BENEFITS:



  

( See attached Quick Reference Chart of Teacher Loan Benefits to help determine eligibility.

( Texas Education Agency website:  www.tea.state.tx.us, then type “student loan forgiveness” in

   home page search box.  (Letter, Chart, Fact Sheet and forms may be downloaded and copied)

( For low-income status of a school and general information about Stafford loan forgiveness and 

   Perkins loan cancellation, go to the US Dept. of Education’s website and online database: 

     - For Stafford Loans: http://studentaid.ed.gov/PORTALSWebApp/students/english/cancelstaff.jsp?tab=repaying
        - For Perkins Loans: http://studentaid.ed.gov/PORTALSWebApp/students/english/cancelperk.jsp?tab=repaying
( Low-Income School Criteria: 

· District must be eligible for Title I funds, and

· School must have greater than 30% low-income student enrollment.

· Low-Income data are from district’s annual October snapshot data sent to TEA.

( Note from the State of Texas: 

There is a Teach for Texas Alternative Certification Conditional Grant Program

                                   (See below or see the Texas Higher Education Coordinating Board website:




http://www.collegefortexans.com/cfbin/tofa2.cfm?ID=105 for information and application.

    QUESTIONS ABOUT:
CONTACT:
PHONE:

(Stafford Forgiveness-Forbearance Form 

(Stafford Forgiveness Application Form 
(Ed. Related Deferment Request Form*
(To download any of above forms-------(   

   *(only for Stafford Shortage Area Deferment)
• Texas Guaranteed ----------------------------------(
        Austin, TX  78720-1725     or

• Federal Student Aid Hotline  ---------------------(
• Download forms: tea.state.tx.us – type “student 

        loan forgiveness” in home page search box.
1-800-845-6267

1-800-4FED AID



(Perkins Loan Cancellation Form 
• College or university where loan was taken out


(Teach for TX  Alternative Certification 

           Conditional Grant Program 
Texas Higher Education Coordinating Board

      Loan Services   www.collegefortexans.com/cfbin/tofa2.cfm?ID=105
1-800-242-3062  or 427-6340 in Austin metro area

Texas list of:

    ( designated low-income schools,   or                 

    ( subject-matter shortage areas
• Maria Huth, TEA Teacher Loan Cancellation Prog

    TEA - 1701 N. Congress Ave., Austin TX 78701

    e-mail: MariaHuth@austin.rr.com
(512) 264-3939
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