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§ 682.514 Procedures for receipt or re-
tention of payments where the lend-
er has violated program require-
ments for Federal GSL loans. 

(a) The Secretary may waive the 
right to recover or refuse to make an 
interest benefits, special allowance, or 
claim payment, or may permit a lender 
to cure certain defects in a specified 
manner if, in the Secretary’s judgment, 
the best interests of the United States 
so require. 

(b) To receive payment on a default 
claim or to resume eligibility to re-
ceive interest benefits and special al-
lowance on a loan as to which a lender 
has committed a violation of the re-
quirements of this part regarding due 
diligence in collection or timely filing 
of claims, the lender shall meet the 
conditions described in appendix C to 
this part. 

(Authority: 20 U.S.C. 1078–1, 1078–2, 1078–3, 
1080, 1082)

§ 682.515 Records, reports, and inspec-
tion requirements for Federal GSL 
program lenders. 

(a) Records. (1) A lender shall main-
tain current, complete, and accurate 
records of each loan that it holds, in-
cluding, but not limited to, the records 
described in § 682.414(a)(3)(ii). The 
records must be maintained in a sys-
tem that allows ready identification of 
each loan’s current status. 

(2) A lender shall retain the records 
required for each loan for not less than 
five years following the date the loan is 
repaid in full by the borrower or the 
lender is reimbursed on a claim. How-
ever, in particular cases the Secretary 
may require the retention of records 
beyond this minimum period. 

(3)(i) The lender may store the 
records specified in § 682.414(a)(3)(ii)(C)–
(K) on microfilm, optical disk, or other 
machine readable format. 

(ii) The holder of the promissory note 
shall retain the original note and re-
payment instrument until the loan is 
fully repaid. At that time the holder 
shall return the original note and re-
payment instrument to the borrower 
and retain copies for the prescribed pe-
riod. 

(iii) The lender shall retain the origi-
nal or a copy of the loan application. 

(b) Reports. A lender shall submit re-
ports to the Secretary at the time and 
in the manner that the Secretary rea-
sonably may require. 

(c) Inspections. Upon request, a lender 
or its agent shall cooperate with the 
Secretary, the Department’s Office of 
the Inspector General, and the Comp-
troller General of the United States, or 
their authorized representatives, in the 
conduct of audits, investigations, and 
program reviews. This cooperation 
must include— 

(1) Providing timely access for exam-
ination and copying to the records (in-
cluding computerized records) required 
by applicable regulations and to any 
other pertinent books, documents, pa-
pers, computer programs, and records; 
and 

(2) Providing reasonable access to 
lender personnel associated with the 
lender’s administration of the Title IV, 
HEA programs for the purpose of ob-
taining relevant information. In pro-
viding reasonable access, the institu-
tion may not— 

(i) Refuse to supply any relevant in-
formation; 

(ii) Refuse to permit interviews with 
those personnel that do not include the 
presence of representatives of the lend-
er’s management; and 

(iii) Refuse to permit personnel inter-
views with those personnel that are not 
recorded by the lender. 

(Approved by the Office of Management and 
Budget under control number 1845–0020) 

(Authority: 20 U.S.C. 1077, 1078–1, 1078–2, 1078–
3, 1079, 1080, 1082) 

[57 FR 60323, Dec. 18, 1992, as amended at 58 
FR 9120, Feb. 19, 1993; 64 FR 58965, Nov. 1, 
1999]

Subpart F—Requirements, Stand-
ards, and Payments for Par-
ticipating Schools

§ 682.600 [Reserved]

§ 682.601 Rules for a school that makes 
or originates loans. 

(a) General. To make or originate 
loans under the FFEL programs— 

(1) The school shall employ full-time 
at least one person whose responsibil-
ities are limited to the administration 
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of financial aid programs for students 
attending the school; 

(2) The school may not be a cor-
respondence school; 

(3) The school may not make or origi-
nate loans that would be outstanding 
to or on behalf of more than 50 percent 
of the undergraduates in attendance at 
that school on at least a half-time 
basis unless the Secretary waives this 
rule pursuant to paragraph (c) of this 
section; 

(4) The school shall inform any un-
dergraduate student who has not pre-
viously obtained a loan that was made 
or originated by the school and who 
seeks to obtain such a loan that he or 
she must first make a good faith effort 
to obtain a loan from a commercial 
lender; 

(5)(i) The school may not make or 
originate a loan for an academic period 
to a student described in paragraph 
(a)(4) of this section until the student 
provides the school with evidence 
under paragraph (b) of this section of 
denial of a loan by a commercial lender 
for the same academic period. 

(ii) In determining whether a school 
has complied with the requirement set 
paragraph (a)(5)(i) of this section, the 
Secretary may take into consideration 
any patterns reflected by the letters of 
denial or the students’ sworn state-
ments referred to in paragraph (b) of 
this section that indicate that the 
school has not given sufficient coun-
seling to students to seek loans from a 
commercial lender first. An example of 
an unacceptable pattern would be if all 
denials of loans to a school’s students 
were made by a small number of lend-
ers; and 

(6) The school’s cohort default rate as 
calculated under subpart M of 34 CFR 
part 668 may not exceed 15 percent; and 

(7) Except for reasonable administra-
tive expenses directly related to the 
FFEL Program, the school must use 
payments received under § 682.300 and 
§ 682.302 for need-based grant programs 
for its students. 

(b) Establishing a loan denial by a com-
mercial lender. (1) To verify that a bor-
rower has sought and been denied a 
loan from a commercial lender pursu-
ant to paragraph (a)(4) of this section, 
the school shall obtain from the bor-
rower— 

(i) A written statement from a com-
mercial lender indicating that the 
lender denied the borrower a loan for 
that academic period; or 

(ii) The borrower’s sworn statement, 
indicating both the refusal of a loan by 
a commercial lender and the lender’s 
refusal to provide a written statement 
of the denial. 

(2) If the borrower’s statement is 
used to establish the denial of a loan, 
the statement must include— 

(i) The name and address of the lend-
er that denied the loan; 

(ii) The approximate date on which 
the loan was denied; 

(iii) The name and telephone number 
of the official who communicated the 
denial to the borrower; and 

(iv) The borrower’s signature. 
(3) If the school determines that the 

denial of a loan to an eligible borrower 
by a commercial lender is based upon 
the lender’s refusal to lend more than a 
part of the amount requested by the 
borrower, the school may either— 

(i) Make or originate a loan to the 
borrower for the entire amount; or 

(ii) Supplement the loan that the 
commercial lender is willing to make 
with a second loan to the borrower. 

(c) Waiver of the 50 percent lending 
limit. A school may request the Sec-
retary to waive the 50 percent lending 
limit described in paragraph (a)(3) of 
this section if adherence to that limit 
would create a substantial hardship for 
the school’s present or prospective stu-
dents. The Secretary determines 
whether to grant the school a waiver 
after considering, among other fac-
tors— 

(1) The extent to which the school 
provides and expects to continue pro-
viding educational opportunities to 
economically disadvantaged students, 
as measured by the percentage of those 
students enrolled at the school who— 

(i) Are in families that fall within the 
‘‘low-income family’’ category used by 
the Bureau of the Census; 

(ii) Would not be able to enroll or 
continue their enrollment at that 
school without Stafford or PLUS loans 
made or originated by the school; and 

(iii) Would not be able to obtain a 
comparable education at another 
school; 

VerDate jun<06>2002 12:30 Jul 19, 2002 Jkt 197128 PO 00000 Frm 00792 Fmt 8010 Sfmt 8010 Y:\SGML\197128T.XXX pfrm15 PsN: 197128T



793

Off. of Postsecondary Educ., Education § 682.603

(2) The extent to which the school of-
fers educational programs that— 

(i) Are unique in the geographical 
area the school serves; and 

(ii) Would not be available to some 
students if the school adhered to the 50 
percent lending limit; and 

(3) The quality of the school’s— 
(i) Management of student financial 

assistance programs; and 
(ii) Conformance with sound business 

practices. 

(Approved by the Office of Management and 
Budget under control number 1845–0020) 

(Authority: 20 U.S.C. 1077, 1078, 1078–1, 1078–2, 
1078–3, 1082, 1085) 

[57 FR 60323, Dec. 18, 1992, as amended at 58 
FR 9120, Feb. 19, 1993; 59 FR 33358, June 28, 
1994; 64 FR 58965, Nov. 1, 1999; 65 FR 65650, 
Nov. 1, 2000; 66 FR 34764, June 29, 2001]

§ 682.602 [Reserved]

§ 682.603 Certification by a partici-
pating school in connection with a 
loan application. 

(a) A school shall certify that the in-
formation it provides in connection 
with a loan application about the bor-
rower and, in the case of a parent bor-
rower, the student for whom the loan is 
intended, is complete and accurate. Ex-
cept as provided in 34 CFR part 668, 
subpart E, a school may rely in good 
faith upon statements made on the ap-
plication by the student. 

(b) The information to be provided by 
the school about the borrower making 
application for the loan pertains to— 

(1) The borrower’s eligibility for a 
loan, as determined in accordance with 
§ 682.201 and § 682.204; 

(2) For a subsidized Stafford loan, the 
student’s eligibility for interest bene-
fits as determined in accordance with 
§ 682.301; and 

(3) The schedule for disbursement of 
the loan proceeds, which must reflect 
the delivery of the loan proceeds as set 
forth in § 682.604(c). 

(c) Except as provided in paragraph 
(e) of this section, in certifying a loan, 
a school must certify a loan for the 
lesser of the borrower’s request or the 
loan limits determined under § 682.204. 

(d) A school may not certify a Staf-
ford or PLUS loan application, or com-
bination of loan applications, for a loan 
amount that— 

(1) The school has reason to know 
would result in the borrower exceeding 
the annual or maximum loan amounts 
in § 682.204; or 

(2) Exceeds the student’s estimated 
cost of attendance, less— 

(i) The student’s estimated financial 
assistance for that period; and 

(ii) In the case of a Stafford loan that 
is eligible for interest benefits, the bor-
rower’s expected family contribution 
for that period. 

(e) A school may refuse to certify a 
Stafford or PLUS loan application or 
may reduce the borrower’s determina-
tion of need for the loan if the reason 
for that action is documented and pro-
vided to the student in writing, pro-
vided— 

(1) The determination is made on a 
case-by-case basis; 

(2) The documentation supporting 
the determination is retained in the 
student’s file; and 

(3) The school does not engage in any 
pattern or practice that results in a de-
nial of a borrower’s access to FFEL 
loans because of the borrower’s race, 
sex, color, religion, national origin, 
age, handicapped status, income, or se-
lection of a particular lender or guar-
anty agency. 

(f)(1) The minimum period of enroll-
ment for which a school may certify a 
loan application is— 

(i) At a school that measures aca-
demic progress in credit hours and uses 
a semester, trimester, or quarter sys-
tem, a single academic term (e.g., a se-
mester or quarter); or 

(ii) At a school that measures aca-
demic progress in clock hours, or meas-
ures academic progress in credit hours 
but does not use a semester, trimester, 
or quarter system, the lesser of— 

(A) The length of the student’s pro-
gram at the school; or 

(B) The academic year as defined by 
the school in accordance with 34 CFR 
668.2. 

(2) The maximum period for which a 
school may certify a loan application 
is— 

(i) Generally an academic year, as de-
fined by 34 CFR 668.2, except that a 
guaranty agency may allow a school to 
use a longer period of time, not to ex-
ceed 12 months, corresponding to the 
period to which the agency applies the 
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