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Issue:

Make technical changes to the Pay as You Earn (PAYE) Plan and Revised Pay as
You Earn (REPAYE) Plan regulations.

Statutory cite:

§455(e) of the Higher Education Act of 1965, as amended

Regulatory cites:

34 CFR 685.209(a)(1)(ii); 685.209(c)(1)(ii), (c)(2)(ii)(B), (c)(2)(v), and (c)(4)(iii)(B)

Summary of changes:
A proposed change to the definition of "eligible loan" in §685.209(a)(1)(ii) of the PAYE Plan regulations
and in §685.209(c)(1)(ii) of the REPAYE plan regulations would clarify that the loan types included in this
definition are considered only for purposes of determining whether a borrower has a partial financial
hardship (PAYE Plan only) or making certain adjustments to a borrower's monthly payment amount
(PAYE and REPAYE plans). For these purposes, certain Federal Family Education Loan (FFEL) Program
loan types are considered eligible loans, even though FFEL Program loans cannot be repaid under the
PAYE or REPAYE plans. The reason for the change is to make it clear that the term "eligible loan" does
not identify loans that are eligible for repayment under these plans.
Other changes would revise the REPAYE Plan regulations by:
•

•
•

Amending §685.209(c)(2)(ii)(B) to accurately reflect the intent of the regulations by specifying
that a borrower’s monthly payment amount is not adjusted to take into account the eligible
loan debt of the borrower’s spouse if only the borrower’s income is used to calculate the
payment amount;
Amending §685.209(c)(2)(v) to remove an incorrect reference to loss of partial financial
hardship status; and
Amending §685.209(c)(4)(iii)(B) to remove a requirement for the annual notice informing the
borrower of the need to recertify income and family size to include information about a
separate notice that will be sent in accordance with §685.209(c)(4)(vi) if the borrower is
removed from the REPAYE Plan, since the information in the latter notice is not applicable when
a borrower is simply being notified of the annual income certification requirement.

Changes: See regulatory text below.
§685.209 Income-contingent repayment plans.
(a) Pay As You Earn repayment plan: The Pay As You Earn repayment plan is an incomecontingent repayment plan for eligible new borrowers.
(1) Definitions. As used in this section, other than as expressly provided for in paragraph (c) of
this section—
* * *
1

(ii) Eligible loan, for purposes of determining whether a borrower has a partial financial hardship
in accordance with paragraph (a)(1)(v) of this section or adjusting a borrower's monthly payment
amount in accordance with paragraph (a)(2)(ii) of this section, means any outstanding loan made to a
borrower under the Direct Loan Program or the FFEL Program except for a defaulted loan, a Direct PLUS
Loan or Federal PLUS Loan made to a parent borrower, or a Direct Consolidation Loan or Federal
Consolidation Loan that repaid a Direct PLUS Loan or Federal PLUS Loan made to a parent borrower;
* * *
(v) Partial financial hardship means a circumstance in which—
(A) For an unmarried borrower or a married borrower who files an individual Federal tax return,
the annual amount due on all of the borrower's eligible loans, as calculated under a standard repayment
plan based on a 10-year repayment period, using the greater of the amount due at the time the
borrower initially entered repayment or at the time the borrower elects the Pay As You Earn repayment
plan, exceeds 10 percent of the difference between the borrower's AGI and 150 percent of the poverty
guideline for the borrower's family size; or
(B) For a married borrower who files a joint Federal tax return with his or her spouse, the annual
amount due on all of the borrower's eligible loans and, if applicable, the spouse's eligible loans, as
calculated under a standard repayment plan based on a 10-year repayment period, using the greater of
the amount due at the time the loans initially entered repayment or at the time the borrower or spouse
elects the Pay As You Earn repayment plan, exceeds 10 percent of the difference between the
borrower's and spouse's AGI, and 150 percent of the poverty guideline for the borrower's family size;
and
* * *
(2) Terms of the Pay As You Earn repayment plan (i) * * *
(ii) The Secretary adjusts the calculated monthly payment if—
(A) Except for borrowers provided for in paragraph (a)(2)(ii)(B) of this section, the total amount
of the borrower's eligible loans are not Direct Loans, in which case the Secretary determines the
borrower's adjusted monthly payment by multiplying the calculated payment by the percentage of the
total outstanding principal amount of the borrower's eligible loans that are Direct Loans;
(B) Both the borrower and borrower's spouse have eligible loans and filed a joint Federal tax
return, in which case the Secretary determines—
(1) Each borrower's percentage of the couple's total eligible loan debt;
(2) The adjusted monthly payment for each borrower by multiplying the calculated payment by
the percentage determined in paragraph (a)(2)(ii)(B)(1) of this section; and
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(3) If the borrower's loans are held by multiple holders, the borrower's adjusted monthly Direct
Loan payment by multiplying the payment determined in paragraph (a)(2)(ii)(B)(2) of this section by the
percentage of the total outstanding principal amount of the borrower's eligible loans that are Direct
Loans;
(C) The calculated amount under paragraph (a)(2)(i), (a)(2)(ii)(A), or (a)(2)(ii)(B) of this section is
less than $5.00, in which case the borrower's monthly payment is $0.00; or
(D) The calculated amount under paragraph (a)(2)(i), (a)(2)(ii)(A), or (a)(2)(ii)(B) of this section is
equal to or greater than $5.00 but less than $10.00, in which case the borrower's monthly payment is
$10.00.
* * *
(c) Revised Pay As You Earn repayment plan. The Revised Pay As You Earn repayment plan
(REPAYE plan) is an income-contingent repayment plan under which a borrower's monthly payment
amount is based on the borrower's AGI and family size.
(1) Definitions. As used in this paragraph (c)—
(i) Adjusted gross income (AGI) means the borrower's adjusted gross income as reported to the
Internal Revenue Service. For a married borrower filing jointly, AGI includes both the borrower's and
spouse's income and is used to calculate the monthly payment amount. For a married borrower filing
separately, the AGI for each spouse is combined to calculate the monthly payment amount, unless the
borrower certifies, on a form approved by the Secretary, that the borrower is—
(A) Separated from his or her spouse; or
(B) Unable to reasonably access the income information of his or her spouse.
(ii) Eligible loan, for purposes of adjusting a borrower's monthly payment amount in accordance
with paragraph (c)(2)(ii) of this section, means any outstanding loan made to a borrower under the
Direct Loan Program or the FFEL Program except for a defaulted loan, a Direct PLUS Loan or Federal
PLUS Loan made to a parent borrower, or a Direct Consolidation Loan or Federal Consolidation Loan that
repaid a Direct PLUS Loan or Federal PLUS Loan made to a parent borrower;
***
(2) Terms of the Revised Pay As You Earn repayment plan. (i) * * *
(ii) The Secretary adjusts the calculated monthly payment if—
(A) Except for borrowers provided for in paragraph (c)(2)(ii)(B) of this section, the borrower's
eligible loans are not solely Direct Loans, in which case the Secretary determines the borrower's
adjusted monthly payment by multiplying the calculated payment by the percentage of the total
outstanding principal amount of the borrower's eligible loans that are Direct Loans;
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(B) Except in the case of a married borrower filing separately whose spouse's income is excluded
in accordance with paragraph (c)(1)(i)(A) or (B) of this section, both the borrower and borrower's spouse
have eligible loans, in which case the Secretary determines—
(1) Each borrower's percentage of the couple's total eligible loan debt;
(2) The adjusted monthly payment for each borrower by multiplying the calculated payment by
the percentage determined in paragraph (c)(2)(ii)(B)(1) of this section; and
(3) If the borrower's loans are held by multiple holders, the borrower's adjusted monthly Direct
Loan payment by multiplying the payment determined in paragraph (c)(2)(ii)(B)(2) of this section by the
percentage of the total outstanding principal amount of the borrower's eligible loans that are Direct
Loans;
(C) The calculated amount under paragraph (c)(2)(i) or (c)(2)(ii)(A) or (B) of this section is less
than $5.00, in which case the borrower's monthly payment is $0.00; or
(D) The calculated amount under paragraph (c)(2)(i) or (c)(2)(ii)(A) or (B) of this section is equal
to or greater than $5.00 but less than $10.00, in which case the borrower's monthly payment is $10.00.
(iii) * * *
(iv) Any unpaid accrued interest is capitalized at the time a borrower leaves the REPAYE plan.
(v) If the borrower's monthly payment amount is not sufficient to pay any of the principal due,
the payment of that principal is postponed until the borrower leaves the REPAYE plan.
* * *
(4)(i) * * *
(ii) * * *

(iii) For each subsequent year that a borrower remains on the REPAYE plan, the Secretary
notifies the borrower in writing of the requirements in paragraph (c)(4)(i) of this section no later than 60
days and no earlier than 90 days prior to the date specified in paragraph (c)(4)(iii)(A) of this section. The
notification provides the borrower with—
(A) The date, no earlier than 35 days before the end of the borrower's annual payment period,
by which the Secretary must receive all of the documentation described in paragraph (c)(4)(i) of this
section (annual deadline); and
(B) The consequences if the Secretary does not receive the information within 10 days following
the annual deadline specified in the notice, as described in paragraphs (c)(2)(iv) and (c)(4)(v) of this
section.
(iv) * * *
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(v) Except as provided in paragraph (c)(4)(vii) of this section, if a borrower who is currently
repaying under the REPAYE plan remains on the plan for a subsequent year but the Secretary does not
receive the documentation described in paragraph (c)(4)(i)(A) or (B) of this section within 10 days of the
specified annual deadline, the Secretary removes the borrower from the REPAYE plan and places the
borrower on an alternative repayment plan under which the borrower's required monthly payment is
the amount necessary to repay the borrower's loan in full within the earlier of—
(A) * * *
(vi) If the Secretary places the borrower on an alternative repayment plan in accordance with
paragraph (c)(4)(v) of this section, the Secretary sends the borrower a written notification containing the
borrower's new monthly payment amount and informing the borrower that—
(A) The borrower has been placed on an alternative repayment plan;
(B) The borrower's monthly payment amount has been recalculated in accordance with
paragraph (c)(4)(v) of this section;
(C) The borrower may change to another repayment plan in accordance with §685.210(b);
(D) The borrower may return to the REPAYE plan if he or she provides the documentation, as
described in paragraph (c)(4)(i)(A) or (B) of this section, necessary for the Secretary to calculate the
borrower's current REPAYE plan monthly payment amount and the monthly amount the borrower
would have been required to pay under the REPAYE plan during the period when the borrower was on
the alternative repayment plan or any other repayment plan;
(E) If the Secretary determines that the total amount of the payments the borrower was
required to make while on the alternative repayment plan or any other repayment plan is less than the
total amount the borrower would have been required to make under the REPAYE plan during that
period, the Secretary will adjust the borrower's monthly REPAYE plan payment amount to ensure that
the difference between the two amounts is paid in full by the end of the 20- or 25-year period described
in paragraphs (c)(5)(i) and (ii) of this section;
(F) If the borrower returns to the REPAYE plan or changes to the Pay As You Earn repayment
plan described in paragraph (a) of this section, the income-contingent repayment plan described in
paragraph (b) of this section, or the income-based repayment plan described in §685.221, any payments
that the borrower made under the alternative repayment plan after the borrower was removed from
the REPAYE plan will count toward forgiveness under the REPAYE plan or the other repayment plans
under paragraph (a) or (b) of this section or §685.221; and
(G) Payments made under the alternative repayment plan described in paragraph (c)(4)(v) of
this section will not count toward public service loan forgiveness under §685.219.
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