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Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16.....ccciiiiiiiiiiiiiiii e enes as of January 1
Title 17 through Title 27 as of April 1
Title 28 through Title 41 ..o as of July 1
Title 42 through Title 50....ccciuiiiiiiiiiiiiii e aens as of October 1

The appropriate revision date is printed on the cover of each volume.
LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, July 1, 2014), consult the ‘‘List of CFR Sections Affected (LSA),”
which is issued monthly, and the ‘“‘Cumulative List of Parts Affected,”” which
appears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS
The Paperwork Reduction Act of 1980 (Pub. L. 96-511) requires Federal agencies
to display an OMB control number with their information collection request.
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Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

PAST PROVISIONS OF THE CODE

Provisions of the Code that are no longer in force and effect as of the revision
date stated on the cover of each volume are not carried. Code users may find
the text of provisions in effect on any given date in the past by using the appro-
priate List of CFR Sections Affected (LLSA). For the convenience of the reader,
a “List of CFR Sections Affected” is published at the end of each CFR volume.
For changes to the Code prior to the LSA listings at the end of the volume,
consult previous annual editions of the LSA. For changes to the Code prior to
2001, consult the List of CFR Sections Affected compilations, published for 1949-
1963, 1964-1972, 1973-1985, and 1986-2000.

“[RESERVED]”’ TERMINOLOGY

The term ‘‘[Reserved]’’ is used as a place holder within the Code of Federal
Regulations. An agency may add regulatory information at a ‘‘[Reserved]”’ loca-
tion at any time. Occasionally ‘‘[Reserved]’’ is used editorially to indicate that
a portion of the CFR was left vacant and not accidentally dropped due to a print-
ing or computer error.

INCORPORATION BY REFERENCE

What is incorporation by reference? Incorporation by reference was established
by statute and allows Federal agencies to meet the requirement to publish regu-
lations in the Federal Register by referring to materials already published else-
where. For an incorporation to be valid, the Director of the Federal Register
must approve it. The legal effect of incorporation by reference is that the mate-
rial is treated as if it were published in full in the Federal Register (6 U.S.C.
562(a)). This material, like any other properly issued regulation, has the force
of law.

What is a proper incorporation by reference? The Director of the Federal Register
will approve an incorporation by reference only when the requirements of 1 CFR
part 51 are met. Some of the elements on which approval is based are:

(a) The incorporation will substantially reduce the volume of material pub-
lished in the Federal Register.

(b) The matter incorporated is in fact available to the extent necessary to
afford fairness and uniformity in the administrative process.

(¢c) The incorporating document is drafted and submitted for publication in
accordance with 1 CFR part 51.

What if the material incorporated by reference cannot be found? If you have any
problem locating or obtaining a copy of material listed as an approved incorpora-
tion by reference, please contact the agency that issued the regulation containing
that incorporation. If, after contacting the agency, you find the material is not
available, please notify the Director of the Federal Register, National Archives
and Records Administration, 8601 Adelphi Road, College Park, MD 20740-6001, or
call 202-741-6010.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Authorities and Rules. A list of CFR
titles, chapters, subchapters, and parts and an alphabetical list of agencies pub-
lishing in the CFR are also included in this volume.
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An index to the text of ‘““Title 3—The President’ is carried within that volume.

The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the ‘“‘Contents’ entries in the daily Federal Reg-
ister.

A List of CFR Sections Affected (ILSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency’s name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-741-6000 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, 8601 Adelphi Road, College Park, MD 20740-6001 or e-mail
fedreg.info@nara.gov.

SALES

The Government Printing Office (GPO) processes all sales and distribution of
the CFR. For payment by credit card, call toll-free, 866-512-1800, or DC area, 202-
512-1800, M-F 8 a.m. to 4 p.m. e.s.t. or fax your order to 202-512-2104, 24 hours
a day. For payment by check, write to: US Government Printing Office — New
Orders, P.O. Box 979050, St. Louis, MO 63197-9000.

ELECTRONIC SERVICES

The full text of the Code of Federal Regulations, the LSA (List of CFR Sections
Affected), The United States Government Manual, the Federal Register, Public
Laws, Public Papers of the Presidents of the United States, Compilation of Presi-
dential Documents and the Privacy Act Compilation are available in electronic
format via www.ofr.gov. For more information, contact the GPO Customer Con-
tact Center, U.S. Government Printing Office. Phone 202-512-1800, or 866-512-1800
(toll-free). E-mail, ContactCenter@gpo.gov.

The Office of the Federal Register also offers a free service on the National
Archives and Records Administration’s (NARA) World Wide Web site for public
law numbers, Federal Register finding aids, and related information. Connect
to NARA’s web site at www.archives.gov/federal-register.

The e-CFR is a regularly updated, unofficial editorial compilation of CFR ma-
terial and Federal Register amendments, produced by the Office of the Federal
Register and the Government Printing Office. It is available at www.ecfr.gov.

CHARLES A. BARTH,
Director,

Office of the Federal Register.
July 1, 2014.
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THIS TITLE

Title 34—EDUCATION is composed of four volumes. The parts in these volumes
are arranged in the following order: Parts 1-299, parts 300-399, parts 400-679, and
part 680 to end. The contents of these volumes represent all regulations codified
under this title of the CFR as of July 1, 2014.

For this volume, Bonnie Fritts was Chief Editor. The Code of Federal Regula-
tions publication program is under the direction of John Hyrum Martinez, as-
sisted by Ann Worley.
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PARTS 680-681 [RESERVED]

PART 682—FEDERAL FAMILY EDU-
CATION LOAN (FFEL) PROGRAM

Subpart A—Purpose and Scope

Sec.

682.100 The Federal Family Education Loan
programs.

682.101 Participation
grams.

682.102 Repaying a loan.

682.103 Applicability of subparts.
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Subpart B—General Provisions

682.200 Definitions.
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682.204 Maximum loan amounts.

682.2056 Disclosure requirements for lenders.
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682.212 Prohibited transactions.

682.213 Prohibition against the use of the
Rule of 78s.

682.214 [Reserved]

682.215 Income-based repayment plan.

682.216 Teacher loan forgiveness program.
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and Special Allowance

682.300 Payment of interest benefits on
Stafford and Consolidation loans.

682.301 Eligibility of borrowers for interest
benefits on Stafford and Consolidation
loans.

682.302 Payment of special allowance on
FFEL loans.

682.303 [Reserved]

682.304 Methods for computing interest ben-
efits and special allowance.

682.306 Procedures for payment of interest
benefits and special allowance and col-
lection of origination and loan fees.

Subpart D—Administration of the Federal
Family Education Loan Programs by a
Guaranty Agency

682.400 Agreements between a guaranty
agency and the Secretary.

682.401 Basic program agreement.

682.402 Death, disability, closed school, false
certification, unpaid refunds, and bank-
ruptcy payments.

682.403 [Reserved]

682.404 Federal reinsurance agreement.

682.405 Loan rehabilitation agreement.

682.406 Conditions for claim payments from
the Federal Fund and for reinsurance
coverage.

682.407 Discharge of student loan indebted-
ness for survivors of victims of the Sep-
tember 11, 2001, attacks.

682.408 [Reserved]

682.409 Mandatory assignment by guaranty
agencies of defaulted loans to the Sec-
retary.

682.410 Fiscal, administrative, and enforce-
ment requirements.

682.411 Lender due diligence in collecting
guaranty agency loans.

682.412 Consequences of the failure of a bor-
rower or student to establish eligibility.

682.413 Remedial actions.

682.414 Records, reports, and inspection re-
quirements for guaranty agency pro-
grams.

682.415 [Reserved]

682.416 Requirements for third-party
servicers and lenders contracting with
third-party servicers.

682.417 Determination of Federal funds or
assets to be returned.

682.418 [Reserved]

682.419 Guaranty agency Federal Fund.

682.420-682.422 [Reserved]

682.423 Guaranty agency Operating Fund.

Subpart E—Reserved

Subpart F—Requirements, Standards, and
Payments for Schools That Participated
in the FFEL Program

682.600-682.602 [Reserved]

682.603 Certification by a school that par-
ticipated in the FFEL Program in con-
nection with a loan application.

682.604 Required exit counseling for
rowers.

682.605 Determining the date of a student’s
withdrawal.

682.606 [Reserved]

682.607 Payment of a refund or a return of
title IV, HEA program funds to a lender
upon a student’s withdrawal.

682.608 [Reserved]

682.609 Remedial actions.

682.610 Administrative and fiscal require-
ments for schools that participated in
the FFEL Program.

682.611 [Reserved]

bor-

Subpart G—Limitation, Suspension, or Ter-
mination of Lender or Third-Party
Servicer Eligibility and Disqualification
of Lenders

682.700 Purpose and scope.

682.701 Definitions of terms used in this sub-
part.

682.702 Effect on participation.

682.703 Informal compliance procedure.

682.704 Emergency action.
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682.705 Suspension proceedings.

682.706 Limitation or termination
ceedings.

682.707 Appeals in a limitation or termi-
nation proceeding.

682.708 Evidence of mailing and receipt
dates.

682.709 Reimbursements,
sets.

682.710 Removal of limitation.

682.711 Reinstatement after termination.

682.712 Disqualification review of limita-
tion, suspension, and termination ac-
tions taken by guarantee agencies
against lenders.

682.713 [Reserved]

pro-

refunds, and off-

Subpart H—Reserved

APPENDICES A-C TO PART 682 [RESERVED]

APPENDIX D TO PART 682—POLICY FOR
WAIVING THE SECRETARY’S RIGHT TO RE-
COVER OR REFUSE TO PAY INTEREST BENE-
FITS, SPECIAL ALLOWANCE, AND REINSUR-
ANCE ON STAFFORD, PLUS, SUPPLEMENTAL
LOANS FOR STUDENTS, AND CONSOLIDATION
PROGRAM LOANS INVOLVING LENDERS’
VIOLATIONS OF FEDERAL REGULATIONS
PERTAINING TO DUE DILIGENCE IN COLLEC-
TION OR TIMELY FILING OF CLAIMS [BUL-
LETIN 88-G-138]

AUTHORITY: 20 U.S.C. 1071 to 1087-2, unless
otherwise noted.

SOURCE: 57 FR 60323, Dec. 18, 1992, unless
otherwise noted.

Subpart A—Purpose and Scope

§682.100 The Federal Family Edu-
cation Loan programs.

(a) This part governs the following
four programs collectively referred to
in these regulations as ‘‘the Federal
Family Education Loan (FFEL) pro-
grams,”” in which lenders used their
own funds prior to July 1, 2010, to make
loans to enable a student or his or her
parents to pay the costs of the stu-
dent’s attendance at postsecondary
schools.

(1) The Federal Stafford Loan (Staf-
ford) Program, which encouraged mak-
ing loans to undergraduate, graduate,
and professional students.

(2) The Federal Supplemental Loans
for Students (SLS) Program, as in ef-
fect for periods of enrollment that
began prior to July 1, 1994, which en-
couraged making loans to graduate,
professional, independent under-
graduate, and certain dependent under-
graduate students.

34 CFR Ch. VI (7-1-14 Edition)

(3) The Federal PLUS (PLUS) Pro-
gram, which encouraged making loans
to parents of dependent undergraduate
students. Before October 17, 1986, the
PLUS Program also provided for mak-
ing loans to graduate, professional, and
independent undergraduate students.
Before July 1, 1993, the PLUS Program
also provided for making loans to par-
ents of dependent graduate students.
The PLUS Program also provided for
making loans to graduate and profes-
sional students on or after July 1, 2006
and prior to July 1, 2010.

(4) The Federal Consolidation Loan
Program (Consolidation Loan Pro-
gram), which encouraged making loans
to borrowers for the purpose of consoli-
dating loans: under the Federal Insured
Student Loan (FISL), Stafford loan,
SLS, ALAS (as in effect before October
17, 1986), PLUS, Perkins Loan pro-
grams, the Health Professions Student
Loan (HPSL) including Loans for Dis-
advantaged Students (LDS) Program
authorized by subpart II of part A of
Title VII of the Public Health Services
Act, Health Education Assistance
Loans (HEAL) authorized by subpart I
of Part A of Title VII of the Health
Services Act, Nursing Student Loan
Program loans authorized by subpart II
of part B of title VIII of the Public
Health Service Act, and existing loans
obtained under the Consolidation Loan
Program, and William D. Ford Direct
Loan (Direct Loan) program loans, if
the application for the Consolidation
loan was received on or after November
13, 1997 and prior to July 1, 2010.

(b)(1) Except for the loans guaranteed
directly by the Secretary described in
paragraph (b)(2) of this section, a guar-
anty agency guarantees a lender
against losses due to default by the
borrower on a FFEL loan. If the guar-
anty agency meets certain Federal re-
quirements, the guaranty agency is re-
imbursed by the Secretary for all or
part of the amount of default claims it
pays to lenders.

(2)(1) The Secretary guarantees lend-
ers against losses—

(A) Within the Stafford Loan Pro-
gram, on loans made under Federal In-
sured Student Loan (FISL) Program;

(B) Within the PLUS Program, on
loans made under the Federal PLUS
Program;
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(C) Within the SLS Program, on
loans made under the Federal SLS Pro-
gram as in effect for periods of enroll-
ment that began prior to July 1, 1994;
and

(D) Within the Consolidation Loan
Program, on loans made under the Fed-
eral Consolidation Loan Program.

(ii) The loan programs listed in para-
graph (b)(2)(i) of this section collec-
tively are referred to in these regula-
tions as the ‘‘Federal Guaranteed Stu-
dent Loan (GSL) programs.”’

(iii) The Federal GSL programs were
authorized to operate in States not
served by a guaranty agency program.
In addition, the FISL and Federal SLS
(as in effect for periods of enrollment
that began prior to July 1, 1994) pro-
grams were authorized, under limited
circumstances, to operate in States in
which a guaranty agency program did
not serve all eligible students.

(Authority: 20 U.S.C. 1701 to 1087-2)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 33348, June 28, 1994; 59 FR 61215, Nov. 29,
1994; 64 FR 18974, 18975, Apr. 16, 1999; 64 FR
58952, Nov. 1, 1999; 66 FR 34762, June 29, 2001;
71 FR 45698, Aug. 9, 2006; 78 FR 65806, Nov. 1,
2013]

§682.101 Participation
programs.

The following entities and persons
participate in the FFEL programs:

(a) Eligible banks, savings and loan
associations, credit wunions, pension
funds, insurance companies, schools,
and State and private nonprofit agen-
cies made loans prior to July 1, 2010.

(b) Institutions of higher education,
including most colleges, universities,
graduate and professional schools, and
many vocational, technical schools
participated as schools, enabling an el-
igible student or his or her parents to
obtain a loan to pay for the student’s
cost of education.

(c) Students who met certain require-
ments, including enrollment at a par-
ticipating school, borrowed under the
Stafford Loan Program prior to July 1,
2010 and, for periods of enrollment that
began prior to July 1, 1994, the SLS
program. Parents of eligible dependent
undergraduate students borrowed
under the PLUS Program prior to July
1, 2010. Borrowers with outstanding
Stafford, SLS, FISL, Perkins, HPSL,

in the FFEL

§682.102

HEAL, ALAS, PLUS, or Nursing Stu-
dent Loan Program loans borrowed
under the Consolidation Loan Program
prior to July 1, 2010. The PLUS Pro-
gram also provided for making loans to
graduate and professional students on
or after July 1, 2006 and prior to July 1,
2010.

(Authority: 20 U.S.C. 1071 to 1087-2)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 61215, Nov. 29, 1994; 64 FR 18975, Apr. 16,
1999; 66 FR 34762, June 29, 2001; 71 FR 45698,
Aug. 9, 2006; 71 FR 64397, Nov. 1, 2006; 78 FR
65806, Nov. 1, 2013]

§682.102

(a) General. Generally, the borrower
is obligated to repay the full amount of
the loan, late fees, collection costs
chargeable to the borrower, and any in-
terest not payable by the Secretary.
The borrower’s obligation to repay is
cancelled if the borrower dies, becomes
totally and permanently disabled, or
has that obligation discharged in bank-
ruptcy. A parent borrower’s obligation
to repay a PLUS loan is cancelled if
the student, on whose behalf the parent
borrowed, dies. The borrower’s or stu-
dent’s obligation to repay all or a por-
tion of his or her loan may be cancelled
if the student is unable to complete his
or her program of study because the
school closed or the borrower’s or stu-
dent’s eligibility to borrow was falsely
certified by the school. The obligation
to repay all or a portion of a loan may
be forgiven for Stafford Loan borrowers
who enter certain areas of the teaching
profession.

(b) Stafford loan repayment. In the
case of a subsidized Stafford loan, a
borrower is not required to make any
principal payments during the time the
borrower is in school. The Secretary
pays the interest on the borrower’s be-
half during the time the borrower is in
school. When the borrower ceases to be
enrolled on at least a half-time basis, a
grace period begins during which no
principal payments are required, and
the Secretary continues to make inter-
est payments on the borrower’s behalf.
In the case of an unsubsidized Stafford
loan, the borrower is responsible for in-
terest during these periods. At the end

Repaying a loan.
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of the grace period, the repayment pe-
riod begins. During the repayment pe-
riod, for the subsidized and unsub-
sidized Stafford loan, the borrower
pays both the principal and the inter-
est accruing on the loan.

(c) SLS loan repayment. Generally, the
repayment period for an SLS loan be-
gins immediately on the day of the last
disbursement of the loan proceeds by
the lender. The first payment of prin-
cipal and interest on an SLS loan is
due from the borrower within 60 days
after the loan is fully disbursed unless
a borrower who is also a Stafford loan
borrower, but who has not yet entered
repayment on the Stafford loan, re-
quests that commencement of repay-
ment on the SLS loan be deferred until
the borrower’s grace period on the
Stafford loan expires.

(d) PLUS loan repayment. Generally,
the repayment period for a PLUS loan
begins on the day the loan is fully dis-
bursed by the lender. The first pay-
ment of principal and interest on a
PLUS loan is due from the borrower
within 60 days after the loan is fully
disbursed.

(e) Consolidation loan repayment. Gen-
erally, the repayment period for a Con-
solidation loan begins on the day the
loan is disbursed. The first payment of
principal and interest on a Consolida-
tion loan is due from the borrower
within 60 days after the borrower’s li-
ability on all loans being consolidated
has been discharged.

(f) Deferment of repayment. Repay-
ment of principal on a FFEL program
loan may be deferred under the cir-
cumstances described in §682.210.

(g) Default. If a borrower defaults on
a loan, the guarantor reimburses the
lender for the amount of its loss. The
guarantor then collects the amount
owed from the borrower.

(Approved by the Office of Management and
Budget under control number 1845-0020)
(Authority: 20 U.S.C. 1071 to 1087-2)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 25744, May 17, 1994; 59 FR 33348, June 28,
1994; 64 FR 18975, Apr. 16, 1999; 64 FR 58952,
Nov. 1, 1999; 68 FR 75428, Dec. 31, 2003; 71 FR
45698, Aug. 9, 2006; 78 FR 65806, Nov. 1, 2013]

§682.103 Applicability of subparts.

(a) Subpart B of this part contains
general provisions that are applicable

10
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to all participants in the FFEL and
Federal GSL programs.

(b) The administration of the FFEL
programs by a guaranty agency is sub-
ject to subparts C, D, F, and G of this
part.

(c) The Federal FFEL and Federal
GSL programs are subject to subparts
C, F, and G of this part.

(d) Certain requirements applicable
to schools under all the FFEL and Fed-
eral GSL programs are set forth in sub-
part F of this part.

(Authority: 20 U.S.C. 1071 to 1087-2)

[67 FR 60323, Dec. 18, 1992, as amended at 64
FR 18975, Apr. 16, 1999; 64 FR 58952, Nov. 1,
1999; 78 FR 65806, Nov. 1, 2013]

Subpart B—General Provisions

§682.200 Definitions.

(a)(1) The definitions of the following
terms used in this part are set forth in
the Student Assistance General Provi-
sions, 34 CFR part 668:

Academic year

Campus-based programs

Dependent student

Eligible program

Eligible student

Enrolled

Expected family contribution (EFC)

Federal Consolidation Loan Program

Federal Pell Grant Program

Federal Perkins Loan Program

Federal PLUS Program

Federal Work-Study (FWS) Program

Full-time student

Half-time student

Independent student

National of the United States (Referred to as
U.S. Citizen or National in 34 CFR 668.2)

Payment period

Teacher Education Assistance for College
and Higher Education (TEACH) Grant Pro-
gram

TEACH Grant

Undergraduate student

(2) The following definitions are set
forth in the regulations for Institu-
tional Eligibility under the Higher
Education Act of 1965, as amended, 34
CFR part 600:

Accredited

Clock hour

Correspondence course

Credit hour

Educational program

Federal Family Education Loan Program
(formerly known as the Guaranteed Stu-
dent Loan (GSL) Program)
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Foreign institution

Institution of higher education (§600.4)
Nationally recognized accrediting agency
Postsecondary Vocational Institution
Preaccredited

Secretary

State

(3) The definition for cost of attend-
ance is set forth in section 472 of the
Act, as amended.

(b) The following definitions also
apply to this part:

Act. The Higher Education Act of
1965, as amended, 20 U.S.C. 1071 et seq.

Actual interest rate. The annual inter-
est rate a lender charges on a loan,
which may be equal to or less than the
applicable interest rate on that loan.

Applicable interest rate. The maximum
annual interest rate that a lender may
charge under the Act on a loan.

Authority. Any private non-profit or
public entity that may issue tax-ex-
empt obligations to obtain funds to be
used for the purchase of FFEL loans.
The term ‘‘Authority’ also includes
any agency, including a State postsec-
ondary institution or any other instru-
mentality of a State or local govern-
mental unit, regardless of the designa-
tion or primary purpose of that agency,
that may issue tax-exempt obligations,
any party authorized to issue those ob-
ligations on behalf of a governmental
agency, and any non-profit organiza-
tion authorized by law to issue tax-ex-
empt obligations.

Borrower. An individual to whom a
FFEL Program loan was made.

Co-Maker: One of two married indi-
viduals who jointly borrow a Consoli-
dation loan, each of whom are eligible
and who are jointly and severally liable
for repayment of the loan. The term
co-maker also includes one of two par-
ents who are joint borrowers as pre-
viously authorized in the PLUS Pro-
gram.

Default. The failure of a borrower and
endorser, if any, or joint borrowers on
a PLUS or Consolidation loan, to make
an installment payment when due, or
to meet other terms of the promissory
note, the Act, or regulations as appli-
cable, if the Secretary or guaranty
agency finds it reasonable to conclude
that the borrower and endorser, if any,
no longer intend to honor the obliga-
tion to repay, provided that this failure
persists for—
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(1) 270 days for a loan repayable in
monthly installments; or

(2) 330 days for a loan repayable in
less frequent installments.

Disbursement. The transfer of loan
proceeds by a lender to a holder, in the
case of a Consolidation loan, or to a
borrower, a school, or an escrow agent
by issuance of an individual check, a
master check or by electronic funds
transfer that may represent loan
amounts for borrowers.

Disposable income. That part of an in-
dividual’s compensation from an em-
ployer and other income from any
source, including spousal income, that
remains after the deduction of any
amounts required by law to be with-
held, or any child support or alimony
payments that are made under a court
order or legally enforceable written
agreement. Amounts required by law
to be withheld include, but are not lim-
ited, to Federal, State, and local taxes,
Social Security contributions, and
wage garnishment payments.

Endorser. An individual who signs a
promissory note and agrees to repay
the loan in the event that the borrower
does not.

Escrow agent. Any guaranty agency
or other eligible lender that receives
the proceeds of a FFEL program loan
as an agent of an eligible lender for the
purpose of transmitting those proceeds
to the borrower or the borrower’s
school.

Estimated financial assistance. (1) The
estimated amount of assistance for a
period of enrollment that a student (or
a parent on behalf of a student) will re-
ceive from Federal, State, institu-
tional, or other sources, such as, schol-
arships, grants, the net earnings from
need-based employment, or loans, in-
cluding but not limited to—

(i) Except as provided in paragraph
(2)(iii) of this definition, national serv-
ice education awards or post-service
benefits under title I of the National
and Community Service Act of 1990
(AmeriCorps);

(ii) Except as provided in paragraph
(2)(vii) of this definition, veterans’ edu-
cation benefits;

(iii) Any educational benefits paid
because of enrollment in a postsec-
ondary education institution, or to
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cover education
penses;

(iv) Fellowships or assistantships, ex-
cept non-need-based employment por-
tions of such awards;

(v) Insurance programs for the stu-
dent’s education; and

(vi) The estimated amount of other
Federal student financial aid, includ-
ing but not limited to a Federal Pell
Grant, campus-based aid, and the gross
amount (including fees) of subsidized
and unsubsidized Federal Stafford
Loans or subsidized and unsubsidized
Federal Direct Stafford/Ford Loans,
and Federal PLUS or Federal Direct
PLUS Loans.

(2) Estimated financial assistance
does not include—

(i) Those amounts used to replace the
expected family contribution, includ-
ing the amounts of any TEACH Grant,
unsubsidized Federal Stafford or Fed-
eral Direct Stafford/Ford Loans, Fed-
eral PLUS or Federal Direct PLUS
Loans, and non-federal non-need-based
loans, including private, state-spon-
sored, and institutional loans. How-
ever, if the sum of the amounts re-
ceived that are being used to replace
the student’s EFC exceed the EFC, the
excess amount must be treated as esti-
mated financial assistance;

(ii) Federal Perkins loan and Federal
Work-Study funds that the student has
declined;

(iii) For the purpose of determining
eligibility for a subsidized Stafford
loan, national service education awards
or post-service benefits under title I of
the National and Community Service
Act of 1990 (AmeriCorps);

(iv) Any portion of the estimated fi-
nancial assistance described in para-
graph (1) of this definition that is in-
cluded in the calculation of the stu-
dent’s expected family contribution
(EFC);

(v) Non-need-based employment earn-
ings;

(vi) Assistance not received under a
title IV, HEA program, if that assist-
ance is designated to offset all or a por-
tion of a specific amount of the cost of
attendance and that component is ex-
cluded from the cost of attendance as
well. If that assistance is excluded
from either estimated financial assist-

postsecondary ex-
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ance or cost of attendance, it must be
excluded from both;

(vii) Federal veterans’ education ben-
efits paid under—

(A) Chapter 103 of title 10, United
States Code (Senior Reserve Officers’
Training Corps);

(B) Chapter 106A of title 10, United
States Code (Educational Assistance
for Persons Enlisting for Active Duty);

(C) Chapter 1606 of title 10, United
States Code (Selected Reserve Edu-
cational Assistance Program);

(D) Chapter 1607 of title 10, United
States Code (Educational Assistance
Program for Reserve Component Mem-
bers Supporting Contingency Oper-
ations and Certain Other Operations);

(E) Chapter 30 of title 38, United
States Code (All-Volunteer Force Edu-
cational Assistance Program, also
known as the ‘Montgomery GI Bill—
active duty’’);

(F) Chapter 31 of title 38, United
States Code (Training and Rehabilita-
tion for Veterans with Service-Con-
nected Disabilities);

(G) Chapter 32 of title 38, United
States Code (Post-Vietnam Era Vet-
erans’ Educational Assistance Pro-
gram);

(H) Chapter 33 of title 38, United
States Code (Post 9/11 Educational As-
sistance);

(I) Chapter 35 of title 38, United
States Code (Survivors’ and Depend-
ents’ Educational Assistance Program);

(J) Section 903 of the Department of
Defense Authorization Act, 1981 (10
U.S.C. 2141 note) (Educational Assist-
ance Pilot Program);

(K) Section 156(b) of the ‘‘Joint Reso-
lution making further continuing ap-
propriations and providing for produc-
tive employment for the fiscal year
1983, and for other purposes” (42 U.S.C.
402 note) (Restored Entitlement Pro-
gram for Survivors, also known as
“‘Quayle benefits’’);

(L) The provisions of chapter 3 of
title 37, United States Code, related to
subsistence allowances for members of
the Reserve Officers Training Corps;
and

(M) Any program that the Secretary
may determine is covered by section
480(c)(2) of the HEA; and
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(viii) Iraq and Afghanistan Service
Grants made under section 420R of the
HEA.

Federal GSL programs. The Federal In-
sured Student Loan Program, the Fed-
eral Supplemental Loans for Students
Program, the Federal PLUS Program,
and the Federal Consolidation Loan
Program.

Federal Insured Student Loan Program.
The loan program authorized by title
IV-B of the Act under which the Sec-
retary directly insures lenders against
losses.

Grace period. The period that begins
on the day after a Stafford loan bor-
rower ceases to be enrolled as at least
a half-time student at an institution of
higher education and ends on the day
before the repayment period begins.
See also ‘‘Post-deferment grace pe-
riod.” For an SLS borrower who also
has a Federal Stafford loan on which
the borrower has not yet entered re-
payment, the grace period is an equiva-
lent period after the borrower ceases to
be enrolled as at least a half-time stu-
dent at an institution of higher edu-
cation.

Guaranty agency. A State or private
nonprofit organization that has an
agreement with the Secretary under
which it will administer a loan guar-
antee program under the Act.

Holder. An eligible lender owning an
FFEL Program loan including a Fed-
eral or State agency or an organization
or corporation acting on behalf of such
an agency and acting as a conservator,
liquidator, or receiver of an eligible
lender.

Legal guardian. An individual ap-
pointed by a court to be a ‘‘guardian”
of a person and specifically required by
the court to use his or her financial re-
sources for the support of that person.

Lender. (1) The term ‘‘eligible lender”’
is defined in section 435(d) of the Act,
and in paragraphs (2)-(5) of this defini-
tion.

(2) With respect to a National or
State chartered bank, a mutual savings
bank, a savings and loan association, a
stock savings bank, or a credit union—

(i) The phrase ‘‘subject to examina-
tion and supervision’ in section 435(d)
of the Act means ‘‘subject to examina-
tion and supervision in its capacity as
a lender’’;
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(ii) The phrase ‘‘does not have as its
primary consumer credit function the
making or holding of loans made to
students under this part’” in section
435(d) of the Act means that the lender
does not, or in the case of a bank hold-
ing company, the company’s wholly-
owned subsidiaries as a group do not at
any time, hold FFEL Program loans
that total more than one-half of the
lender’s or subsidiaries’ combined con-
sumer credit loan portfolio, including
home mortgages held by the lender or
its subsidiaries. For purposes of this
paragraph, loans held in trust by a
trustee lender are not considered part
of the trustee lender’s consumer credit
function.

(3) A bank that is subject to exam-
ination and supervision by an agency
of the United States, making student
loans as a trustee, may be an eligible
lender if it makes loans under an ex-
press trust, operated as a lender in the
FFEL programs prior to January 1,
1975, and met the requirements of this
paragraph prior to July 23, 1992.

(4) The corporate parent or other
owner of a school that qualifies as an
eligible lender under section 435(d) of
the Act is not an eligible lender unless
the corporate parent or owner itself
qualifies as an eligible lender under
section 435(d) of the Act.

(5)(1) The term eligible lender does not
include any lender that the Secretary
determines, after notice and oppor-
tunity for a hearing before a des-
ignated Department official, has, di-
rectly or through an agent or con-
tractor—

(A) Except as provided in paragraph
(5)(ii) of this definition, offered, di-
rectly or indirectly, points, premiums,
payments (including payments for re-
ferrals, finder fees or processing fees),
or other inducements to any school,
any employee of a school, or any indi-
vidual or entity in order to secure ap-
plications for FFEL loans or FFEL
loan volume. This includes but is not
limited to—

(I) Payments or offerings of other
benefits, including prizes or additional
financial aid funds, to a prospective
borrower or to a school or school em-
ployee in exchange for applying for or
accepting a FFEL loan from the lender;
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(2) Payments or other benefits, in-
cluding payments of stock or other se-
curities, tuition payments or reim-
bursements, to a school, a school em-
ployee, any school-affiliated organiza-
tion, or to any other individual in ex-
change for FFEL loan applications, ap-
plication referrals, or a specified vol-
ume or dollar amount of loans made, or
placement on a school’s list of rec-
ommended or suggested lenders;

(3) Payments or other benefits pro-
vided to a student at a school who acts
as the lender’s representative to secure
FFEL loan applications from indi-
vidual prospective borrowers, unless
the student is also employed by the
lender for other purposes and discloses
that employment to school administra-
tors and to prospective borrowers;

(4) Payments or other benefits to a
loan solicitor or sales representative of
a lender who visits schools to solicit
individual prospective borrowers to
apply for FFEL loans from the lender;

(5) Payment to another lender or any
other party, including a school, a
school employee, or a school-affiliated
organization or its employees, of refer-
ral fees, finder fees or processing fees,
except those processing fees necessary
to comply with Federal or State law;

(6) Compensation to an employee of a
school’s financial aid office or other
employee who has responsibilities with
respect to student loans or other finan-
cial aid provided by the school or com-
pensation to a school-affiliated organi-
zation or its employees, to serve on a
lender’s advisory board, commission or
other group established by the lender,
except that the lender may reimburse
the employee for reasonable expenses
incurred in providing the service;

(7) Payment of conference or training
registration, travel, and lodging costs
for an employee of a school or school-
affiliated organization;

(8) Payment of entertainment ex-
penses, including expenses for private
hospitality suites, tickets to shows or
sporting events, meals, alcoholic bev-
erages, and any lodging, rental, trans-
portation, and other gratuities related
to lender-sponsored activities for em-
ployees of a school or a school-affili-
ated organization;

(9) Philanthropic activities, includ-
ing providing scholarships, grants, re-
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stricted gifts, or financial contribu-
tions in exchange for FFEL loan appli-
cations or application referrals, or a
specified volume or dollar amount of
FFEL loans made, or placement on a
school’s list of recommended or sug-
gested lenders;

(10) Performance of, or payment to
another third party to perform, any
school function required under title IV,
except that the lender may perform en-
trance counseling and, as provided in
§682.604(a), exit counseling, and may
provide services to participating for-
eign schools at the direction of the
Secretary, as a third-party servicer;
and

(11) Any type of consulting arrange-
ment or other contract with an em-
ployee of a financial aid office at a
school, or an employee of a school who
otherwise has responsibilities with re-
spect to student loans or other finan-
cial aid provided by the school under
which the employee would provide
services to the lender.

(B) Conducted unsolicited mailings,
by postal or electronic means, of stu-
dent loan application forms to students
enrolled in secondary schools or post-
secondary institutions or to family
members of such students, except to a
student or borrower who previously has
received a FFEL loan from the lender;

(C) Offered, directly or indirectly, a
FFEL loan to a prospective borrower
to induce the purchase of a policy of in-
surance or other product or service by
the borrower or other person; or

(D) Engaged in fraudulent or mis-
leading advertising with respect to its
FFEL loan activities.

(ii) Notwithstanding paragraph (5)(i)
of this definition, a lender, in carrying
out its role in the FFEL program and
in attempting to provide better service,
may provide—

(A) Technical assistance to a school
that is comparable to the kinds of
technical assistance provided to a
school by the Secretary under the Di-
rect Loan program, as identified by the
Secretary in a public announcement,
such as a notice in the FEDERAL REG-
ISTER;

(B) Support of and participation in a
school’s or a guaranty agency’s student
aid and financial literacy-related out-
reach activities, including in-person
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entrance and exit counseling, as long
as the name of the entity that devel-
oped and paid for any materials is pro-
vided to the participants and the lend-
er does not promote its student loan or
other products;

(C) Meals, refreshments, and recep-
tions that are reasonable in cost and
scheduled in conjunction with training,
meeting, or conference events if those
meals, refreshments, or receptions are
open to all training, meeting, or con-
ference attendees;

(D) Toll-free telephone numbers for
use by schools or others to obtain in-
formation about FFEL loans and free
data transmission service for use by
schools to electronically submit appli-
cant loan processing information or
student status confirmation data;

(BE) A reduced origination fee in ac-
cordance with §682.202(c);

(F) A reduced interest rate as pro-
vided under the Act;

(G) Payment of Federal default fees
in accordance with the Act;

(H) Purchase of a loan made by an-
other lender at a premium;

(I) Other benefits to a borrower under
a repayment incentive program that
requires, at a minimum, one or more
scheduled payments to receive or re-
tain the benefit or under a loan for-
giveness program for public service or
other targeted purposes approved by
the Secretary, provided these benefits
are not marketed to secure loan appli-
cations or loan guarantees;

(J) Items of nominal value to schools,
school-affiliated organizations, and
borrowers that are offered as a form of
generalized marketing or advertising,
or to create good will; and

(K) Other services as identified and
approved by the Secretary through a
public announcement, such as a notice
in the FEDERAL REGISTER.

(iii) For the purposes of this para-
graph (5)—

(A) The term ‘‘school-affiliated orga-
nization’ is defined in §682.200.

(B) The term ‘‘applications’ includes
the Free Application for Federal Stu-
dent Aid (FAFSA), FFEL loan master
promissory notes, and FFEL Consolida-
tion loan application and promissory
notes.

(C) The term ‘‘other benefits’” in-
cludes, but is not limited to, pref-
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erential rates for or access to the lend-
er’s other financial products, informa-
tion technology equipment, or non-
loan processing or non-financial aid-re-
lated computer software at below mar-
ket rental or purchase cost, and print-
ing and distribution of college catalogs
and other materials at reduced or no
cost.

(6) The term eligible lender does not
include any lender that—

(i) Is debarred or suspended, or any of
whose principals or affiliates (as those
terms are defined in 2 CFR parts 180
and 3485) is debarred or suspended
under Executive Order (E.O.) 125649 (3
CFR, 1986 Comp., p. 189) or the Federal
Acquisition Regulation (FAR), 48 CFR
part 9, subpart 9.4;

(ii) Is an affiliate, as defined in 2 CFR
parts 180 and 3485, of any person who is
debarred or suspended under E.O. 12549
(3 CFR, 1986 Comp., p. 189) or the FAR,
48 CFR part 9, subpart 9.4; or

(iii) Employs a person who is
debarred or suspended under E.O. 12549
(3 CFR, 1986 Comp., p. 189) or the FAR,
48 CFR part 9, subpart 9.4, in a capacity
that involves the administration or re-
ceipt of FFEL Program funds.

(7) An eligible lender may not make
or hold a loan as trustee for a school,
or for a school-affiliated organization
as defined in this section, unless on or
before September 30, 2006—

(i) The eligible lender was serving as
trustee for the school or school-affili-
ated organization under a contract en-
tered into and continuing in effect as
of that date; and

(ii) The eligible lender held at least
one loan in trust on behalf of the
school or school-affiliated organization
on that date.

(8) As of January 1, 2007, and for
loans first disbursed on or after that
date under a trustee arrangement, an
eligible lender operating as a trustee
under a contract entered into on or be-
fore September 30, 2006, and which con-
tinues in effect with a school or a
school-affiliated organization—

(i) Must not—

(A) Make a loan to any under-
graduate student;

(B) Make a loan other than a Federal
Stafford loan to a graduate or profes-
sional student; or
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(C) Make a loan to a borrower who is
not enrolled at that school;

(ii) Must offer loans that carry an
origination fee or an interest rate, or
both, that are less than the fee or rate
authorized under the provisions of the
Act; and

(iii) Must, for any fiscal year begin-
ning on or after July 1, 2006 in which
the school engages in activities as an
eligible lender, submit an annual com-
pliance audit that satisfies the fol-
lowing requirements:

(A) With regard to a school that is a
governmental entity or a nonprofit or-
ganization, the audit must be con-
ducted in accordance with
§682.305(c)(2)(v) and chapter 75 of title
31, United States Code, and in addition,
during years when the student finan-
cial aid cluster (as defined in Office of
Management and Budget Circular A-
133, Appendix B, Compliance Supple-
ment) is not audited as a ‘“‘major pro-
gram’ (as defined under 31 U.S.C. 7501)
must, without regard to the amount of
loans made, include in such audit the
school’s lending activities as a major
program.

(B) With regard to a school that is
not a governmental entity or a non-
profit organization, the audit must be
conducted annually in accordance with
§682.305(c)(2)(1) through (iii).

(C) With regard to any school, the
audit must include a determination
that—

(I) The school used all payments and
proceeds (i.e., special allowance and in-
terest payments from borrowers, inter-
est subsidy payments, proceeds from
the sale or other disposition of loans)
from the loans for need-based grant
programs;

(2) Those need-based grants supple-
mented, rather than supplanted, the in-
stitution’s use of non-Federal funds for
such grants; and

(3) The school used no more than a
reasonable portion of payments and
proceeds from the loans for direct ad-
ministrative expenses.

Master Promissory Note (MPN). A
promissory note under which the bor-
rower may receive loans for a single pe-
riod of enrollment or multiple periods
of enrollment.

Nationwide consumer reporting agency.
A consumer reporting agency that
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compiles and maintains files on con-
sumers on a nationwide basis and as
defined in 15 U.S.C. 168la(p).

Nonsubsidized Stafford loan. A Staf-
ford loan made prior to October 1, 1992
that does not qualify for interest bene-
fits under §682.301(b) or special allow-
ance payments under §682.302.

Origination relationship. A special
business relationship between a school
and a lender in which the lender dele-
gates to the school, or to an entity or
individual affiliated with the school,
substantial functions or responsibil-
ities normally performed by lenders be-
fore making FFEL program loans. In
this situation, the school is considered
to have ‘‘originated” a loan made by
the lender.

Origination fee. A fee that the lender
is required to pay the Secretary to help
defray the Secretary’s costs of sub-
sidizing the loan. The lender may pass
this fee on to the Stafford loan bor-
rower. The lender must pass this fee on
to the SLS or PLLUS borrower.

Participating school. A school that has
in effect a current agreement with the
Secretary under §682.600.

Period of enrollment. The period for
which a Stafford, SLS, or PLUS loan is
intended. The period of enrollment
must coincide with one or more bona
fide academic terms established by the
school for which institutional charges
are generally assessed (e.g., a semester,
trimester, or quarter in weeks of in-
structional time, an academic year, or
the length of the student’s program of
study in weeks of instructional time).
The period of enrollment is also re-
ferred to as the loan period.

Post-deferment grace period. For a loan
made prior to October 1, 1981, a single
period of six consecutive months begin-
ning on the day following the last day
of an authorized deferment period.

Repayment period. (1) For a Stafford
loan, the period beginning on the date
following the expiration of the grace
period and ending no later than 10
years, or 25 years under an extended re-
payment schedule, from the date the
first payment of principal is due from
the borrower, exclusive of any period of
deferment or forbearance.

(2) For unsubsidized Stafford loans,
the period that begins on the day after
the expiration of the applicable grace
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period that follows after the student
ceases to be enrolled on at least a half-
time basis and ending no later than 10
years or 25 years under an extended re-
payment schedule, from that date, ex-
clusive of any period of deferment or
forbearance. However, payments of in-
terest are the responsibility of the bor-
rower during the in-school and grace
period, but may be capitalized by the
lender.

(3) For SLS loans, the period that be-
gins on the date the loan is disbursed,
or if the loan is disbursed in more than
one installment, on the date the last
disbursement is made and ending no
later than 10 years from that date, ex-
clusive of any period of deferment or
forbearance. The first payment of prin-
cipal is due within 60 days after the
loan is fully disbursed unless a bor-
rower who is also a Stafford loan bor-
rower but who, has not yet entered re-
payment on the Stafford loan requests
that commencement of repayment on
the SLS loan be delayed until the bor-
rower’s grace period on the Stafford
loan expires. Interest on the loan ac-
crues and is due and payable from the
date of the first disbursement of the
loan. The borrower is responsible for
paying interest on the loan during the
grace period and periods of deferment,
but the interest may be capitalized by
the lender.

(4) For Federal PLUS loans, the pe-
riod that begins on the date the loan is
disbursed, or if the loan is disbursed in
more than one installment, on the date
the last disbursement is made and end-
ing no later than 10 years, or 25 years
under an extended repayment schedule,
from that date, exclusive of any period
of deferment or forbearance. Interest
on the loan accrues and is due and pay-
able from the date of the first disburse-
ment of the loan.

(5) For Federal Consolidation loans,
the period that begins on the date the
loan is disbursed and ends no later
than 10, 12, 15, 20, 25, or 30 years from
that date depending upon the sum of
the amount of the Consolidation loan,
and the unpaid balance on other stu-
dent loans, exclusive of any period of
deferment or forbearance.

Satisfactory repayment arrangement. (1)
For purposes of regaining eligibility
under the title IV student financial as-
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sistance programs, the making of six
consecutive, on-time, voluntary full
monthly payments on a defaulted loan.
A borrower may only obtain the ben-
efit of this paragraph with respect to
renewed eligibility once.

(2) The required full monthly pay-
ment amount may not be more than is
reasonable and affordable based on the
borrower’s total financial cir-
cumstances. Voluntary payments are
payments made directly by the bor-
rower, and do not include payments ob-
tained by income tax off-set, garnish-
ment, or income or asset execution.
“On-time’” means a payment received
by the Secretary or a guaranty agency
or its agent within 20 days of the
scheduled due date.

(3) A borrower has not used the one
opportunity to renew eligibility for
title IV assistance if the borrower
makes six consecutive, on-time, vol-
untary, full monthly payments under
an agreement to rehabilitate a de-
faulted loan but does not receive addi-
tional title IV assistance prior to de-
faulting on that loan again.

School. (1) An ‘“‘institution of higher
education” as that term is defined in 34
CFR 600.4.

(2) For purposes of an in-school
deferment, the term includes an insti-
tution of higher education, whether or
not it participates in any title IV pro-
gram or has lost its eligibility to par-
ticipate in the FFEL program because
of a high default rate.

School-affiliated organization. A
school-affiliated organization is any
organization that is directly or indi-
rectly related to a school and includes,
but is not limited to, alumni organiza-
tions, foundations, athletic organiza-
tions, and social, academic, and profes-
sional organizations.

School lender. A school, other than a
correspondence school, that has en-
tered into a contract of guarantee
under this part with the Secretary or,
a similar agreement with a guaranty
agency.

Stafford Loan Program. The loan pro-
gram authorized by Title IV-B of the
Act which encourages the making of
subsidized and unsubsidized loans to
undergraduate, graduate, and profes-
sional students and is one of the Fed-
eral Family Education Loan programs.
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State lender. In any State, a single
State agency or private nonprofit agen-
cy designated by the State that has en-
tered into a contract of guarantee
under this part with the Secretary, or
a similar agreement with a guaranty
agency.

Subsidized Stafford Loan: A Stafford
loan that qualifies for interest benefits
under §682.301(b) and special allowance
under §682.302.

Substantial gainful activity. A level of
work performed for pay or profit that
involves doing significant physical or
mental activities, or a combination of
both.

Temporarily totally disabled. The con-
dition of an individual who, though not
totally and permanently disabled, is
unable to work and earn money or at-
tend school, during a period of at least
60 days needed to recover from injury
or illness. With regard to a disabled de-
pendent of a borrower, this term means
a spouse or other dependent who, dur-
ing a period of injury or illness, re-
quires continuous nursing or similar
services for a period of at least 90 days.

Third-party servicer. Any State or pri-
vate, profit or nonprofit organization
or any individual that enters into a
contract with a lender or guaranty
agency to administer, through either
manual or automated processing, any
aspect of the lender’s or guaranty
agency’s FFEL programs required by
any statutory provision of or applica-
ble to Title IV of the HEA, any regu-
latory provision prescribed under that
statutory authority, or any applicable
special arrangement, agreement, or
limitation entered into under the au-
thority of statutes applicable to Title
IV of the HEA that governs the FFEL
programs, including, any applicable
function described in the definition of
third-party servicer in 34 CFR part 668;
originating, guaranteeing, monitoring,
processing, servicing, or collecting
loans; claims submission; or billing for
interest benefits and special allowance.

Totally and permanently disabled. The
condition of an individual who—

(1) Is unable to engage in any sub-
stantial gainful activity by reason of
any medically determinable physical
or mental impairment that—

(i) Can be expected to result in death;
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(ii) Has lasted for a continuous period
of not less than 60 months; or

(iii) Can be expected to last for a con-
tinuous period of not less than 60
months; or

(2) Has been determined by the Sec-
retary of Veterans Affairs to be unem-
ployable due to a service-connected
disability.

Unsubsidiced Stafford loan. A loan
made after October 1, 1992, authorized
under section 428H of the Act for bor-
rowers who do not qualify for interest
benefits under §682.301(b) but do qualify
for special allowance under §682.302.

Write-off. Cessation of collection ac-
tivity on a defaulted FFEL loan due to
a determination in accordance with ap-
plicable standards that no further col-
lection activity is warranted.

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

(Authority: 8 U.S.C. 1101; 20 U.S.C. 1070 to
1087-2, 1088-1098, 1141; E.O. 12549 (3 CFR, 1986
Comp., p. 189), E.O. 12689 (3 CFR, 1989 Comp.,
p. 235))

[67 FR 60323, Dec. 18, 1992]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §682.200, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.

§682.201 Eligible borrowers.

(a) Student Stafford borrower. Except
for a refinanced SLS/PLUS loan, a stu-
dent is eligible to receive a Stafford
loan, and an independent under-
graduate student, a graduate or profes-
sional student, or, subject to paragraph
(a)(3) of this section, a dependent un-
dergraduate student, is eligible to re-
ceive an unsubsidized Stafford loan, if
the student who is enrolled or accepted
for enrollment on at least a half-time
basis at a participating school meets
the requirements for an eligible stu-
dent under 34 CFR part 668, and—

(1) In the case of an undergraduate
student who seeks a Stafford loan or
unsubsidized Stafford loan for the cost
of attendance at a school that partici-
pates in the Pell Grant Program, has
received a final determination, or, in
the case of a student who has filed an
application with the school for a Pell
Grant, a preliminary determination,
from the school of the student’s eligi-
bility or ineligibility for a Pell Grant
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and, if eligible, has applied for the pe-
riod of enrollment for which the loan is
sought;

(2) In the case of any student who
seeks an unsubsidized Stafford loan for
the cost of attendance at a school that
participates in the Stafford Loan Pro-
gram, the student must—

(i) Receive a determination of need
for a subsidized Stafford loan; and

(ii) If the determination of need is in
excess of $200, have made a request to
a lender for a subsidized Stafford loan;

(3) For purposes of a dependent un-
dergraduate student’s eligibility for an
additional unsubsidized Stafford loan
amount, as described at §682.204(d), is a
dependent undergraduate student for
whom the financial aid administrator
determines and documents in the
school’s file, after review of the family
financial information provided by the
student and consideration of the stu-
dent’s debt burden, that the student’s
parents likely will be precluded by ex-
ceptional circumstances (e.g., denial of
a PLUS loan to a parent based on ad-
verse credit, the student’s parent re-
ceives only public assistance or dis-
ability benefits, is incarcerated, or his
or her whereabouts are unknown) from
borrowing under the PLUS Program
and the student’s family is otherwise
unable to provide the student’s ex-
pected family contribution. A parent’s
refusal to borrow a PLUS loan does not

constitute an exceptional cir-
cumstance;
(4)(i) Reaffirms any FFEL loan

amount on which there has been a
total cessation of collection activity,
including all principal, interest, collec-
tion costs, court costs, attorney fees,
and late charges that have accrued on
that amount up to the date of reaffir-
mation.

(ii) For purposes of paragraph (a)(4)
of this section, reaffirmation means
the acknowledgement of the loan by
the borrower in a legally binding man-
ner. The acknowledgement may in-
clude, but is not limited to, the bor-
rower—

(A) Signing a new promissory note
that includes the same terms and con-
ditions as the original note signed by
the borrower or repayment schedule; or

(B) Making a payment on the loan.
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(5) The suspension of collection ac-
tivity has been lifted from any loan on
which collection activity had been sus-
pended based on a conditional deter-
mination that the borrower was totally
and permanently disabled.

(6) In the case of a borrower whose
prior loan under title IV of the Act or
whose TEACH Grant service obligation
was discharged after a final determina-
tion of total and permanent disability,
the borrower must—

(i) Obtain certification from a physi-
cian that the borrower is able to en-
gage in substantial gainful activity;

(ii) Sign a statement acknowledging
that the FFEL loan the borrower re-
ceives cannot be discharged in the fu-
ture on the basis of any impairment
present when the new loan is made, un-
less that impairment substantially de-
teriorates; and

(iii) If a borrower receives a new
FFEL loan, other than a Federal Con-
solidation Loan, within three years of
the date that any previous title IV loan
or TEACH Grant service obligation was
discharged due to a total and perma-
nent disability in accordance with
§682.402(c)(3)(i1), 34 CFR 674.61(b)(3)(1),
34 CFR 685.213, or 34 CFR 686.42(b) based
on a discharge request received on or
after July 1, 2010, resume repayment on
the previously discharged loan in ac-
cordance with §682.402(c)(5), 34 CFR
674.61(b)(5), or 34 CFR 685.213(b)(4), or
acknowledge that he or she is once
again subject to the terms of the
TEACH Grant agreement to serve be-
fore receiving the new loan.

(7) In the case of a borrower whose
prior loan under title IV of the HEA
was conditionally discharged after an
initial determination that the bor-
rower was totally and permanently dis-
abled based on a discharge request re-
ceived prior to July 1, 2010, the bor-
rower must—

(i) Comply with the requirements of
paragraphs (a)(6)(i) and (a)(6)(ii) of this
section; and

(ii) Sign a statement acknowledging
that—

(A) The loan that has been condi-
tionally discharged prior to a final de-
termination of total and permanent
disability cannot be discharged in the
future on the basis of any impairment
present when the borrower applied for
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a total and permanent disability dis-
charge or when the new loan is made
unless that impairment substantially
deteriorates; and

(B) Collection activity will resume
on any loans in a conditional discharge
period.

(8) In the case of any student who
seeks a loan but does not have a cer-
tificate of graduation from a school
providing secondary education or the
recognized equivalent of such a certifi-
cate, the student meets the require-
ments under 34 CFR part 668.32(e).

(9) Is not serving in a medical intern-
ship or residency program, except for
an internship in dentistry.

(b) Student PLUS borrower. A grad-
uate or professional student who is en-
rolled or accepted for enrollment on at
least a half-time basis at a partici-
pating school is eligible to receive a
PLUS Loan on or after July 1, 2006, if
the student—

(1) Meets the requirements for an eli-
gible student under 34 CFR 668;

(2) Meets the requirements of para-
graphs (a)(4), (a)(5), (a)(6), (a)(T), (a)@®),
and (a)(9) of this section, if applicable;

(3) Has received a determination of
his or her annual loan maximum eligi-
bility under the Federal Subsidized and
Unsubsidized Stafford L.oan Program or
under the Federal Direct Subsidized
Stafford/Ford Loan Program and Fed-
eral Direct Unsubsidized Stafford/Ford
Loan Program, as applicable; and

(4) Does not have an adverse credit
history in accordance with paragraphs
(c)(2)(i) through (c)(2)(v) of this section,
or obtains an endorser who has been
determined not to have an adverse
credit history, as provided for in para-
graph (c)(1)(vii) of this section.

(c) Parent PLUS borrower. (1) A parent
borrower, is eligible to receive a PLUS
Program loan, other than a loan made
under §682.209(e), if the parent—

(i) Is borrowing to pay for the edu-
cational costs of a dependent under-
graduate student who meets the re-
quirements for an eligible student set
forth in 34 CFR part 668;

(ii) Provides his or her and the stu-
dent’s social security number;

(iii) Meets the requirements per-
taining to citizenship and residency
that apply to the student in 34 CFR
668.33;
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(iv) Meets the requirements con-
cerning defaults and overpayments
that apply to the student in 34 CFR
668.35 and meets the requirements of
judgment liens that apply to the stu-
dent under 34 CFR 668.32(g)(3);

(v) Except for the completion of a
Statement of Selective Service Reg-
istration Status, complies with the re-
quirements for submission of a State-
ment of HEducational Purpose that
apply to the student in 34 CFR part 668;

(vi) Meets the requirements of para-
graphs (a)(4), (a)(5), (a)(6), and (a)(7) of
this section, as applicable; and

(vii) In the case of a Federal PLUS
loan made on or after July 1, 1993, does
not have an adverse credit history or
obtains an endorser who has been de-
termined not to have an adverse credit
history as provided in paragraph
(c)(2)(ii) of this section.

(viii) Has completed repayment of
any title IV, HEA program assistance
obtained by fraud, if the parent has
been convicted of, or has pled nolo
contendere or guilty to, a crime involv-
ing fraud in obtaining title IV, HEA
program assistance.

(2)(1) For purposes of this section, the
lender must obtain a credit report on
each applicant from at least one na-
tional consumer reporting agency. The
credit report must be secured within a
timeframe that would ensure the most
accurate, current representation of the
borrower’s credit history before the
first day of the period of enrollment for
which the loan is intended.

(ii) Unless the lender determines that
extenuating circumstances existed, the
lender must consider each applicant to
have an adverse credit history based on
the credit report if—

(A) The applicant is considered 90 or
more days delinquent on the repay-
ment of a debt; or

(B) The applicant has been the sub-
ject of a default determination, bank-
ruptcy discharge, foreclosure, reposses-
sion, tax lien, wage garnishment, or
write-off of a Title IV debt, during the
five years preceding the date of the
credit report.

(iii) Nothing in this paragraph pre-
cludes the lender from establishing
more restrictive credit standards to de-
termine whether the applicant has an
adverse credit history.
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(iv) The absence of any credit history
is not an indication that the applicant
has an adverse credit history and is not
to be used as a reason to deny a PLUS
loan to that applicant.

(v) The lender must retain a record of
its basis for determining that extenu-
ating circumstances existed. This
record may include, but is not limited
to, an updated credit report, a state-
ment from the creditor that the bor-
rower has made satisfactory arrange-
ments to repay the debt, or a satisfac-
tory statement from the borrower ex-
plaining any delinquencies with out-
standing balances of less than $500.

(3) For purposes of paragraph (c)(1) of
this section, a ‘‘parent’” includes the
individuals described in the definition
of “parent” in 34 CFR 668.2 and the
spouse of a parent who remarried, if
that spouse’s income and assets would
have been taken into account when cal-
culating a dependent student’s ex-
pected family contribution.

(d) Consolidation program borrower. (1)
An individual is eligible to receive a
Consolidation loan if the individual—

(i) On the loans being consolidated—

(A) Is, at the time of application for
a Consolidation loan—

(I) In a grace period preceding repay-
ment;

(2) In repayment status;

(3) In a default status and has either
made satisfactory repayment arrange-
ments as defined in applicable program
regulations or has agreed to repay the
consolidation loan under the income-
sensitive repayment plan described in
§682.209(a)(6)(iii) or the income-based
repayment plan described in §682.215;

(B) Not subject to a judgment se-
cured through litigation, unless the
judgment has been vacated;

(C) Not subject to an order for wage
garnishment under section 488A of the
Act, unless the order has been lifted;

(D) Not in default status resulting
from a claim filed under §682.412.

(ii) Certifies that no other applica-
tion for a Consolidation loan is pend-
ing; and

(iii) Agrees to notify the holder of
any changes in address.

(2) A borrower may not consolidate a
loan under this section for which the
borrower is wholly or partially ineli-
gible.
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(e) A borrower’s eligibility to receive
a Consolidation loan terminates upon
receipt of a Consolidation loan except
that—

(1) Eligible loans received prior to
the date a Consolidation loan was made
and loans received during the 180-day
period following the date a Consolida-
tion loan was made, may be added to
the Consolidation loan based on the
borrower’s request received by the
lender during the 180-day period after
the date the Consolidation loan was
made;

(2) A borrower who receives an eligi-
ble loan before or after the date a Con-
solidation loan is made may receive a
subsequent Consolidation loan;

(3) A Consolidation loan borrower
may consolidate an existing Consolida-
tion loan if the borrower has at least
one other eligible loan made before or
after the existing Consolidation loan
that will be consolidated;

(4) If the consolidation loan is in de-
fault or has been submitted to the
guaranty agency for default aversion,
the borrower may obtain a subsequent
consolidation loan under the Federal
Direct Consolidation Loan Program for
purposes of obtaining an income con-
tingent repayment plan or an income-
based repayment plan; and

(56) A FFEL borrower may consolidate
his or her loans (including a FFEL
Consolidation Loan) into the Federal
Direct Consolidation Loan Program for
the purpose of using—

(i) The Public Service Loan Forgive-
ness Program; or

(ii) For FFEL Program loans first
disbursed on or after October 1, 2008
(including Federal Consolidation Loans
that repaid FFEL or Direct Loan pro-
gram Loans first disbursed on or after
October 1, 2008), the no accrual of inter-
est benefit for active duty service
members.

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1082, and 1091)

[67 FR 60323, Dec. 18, 1992]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §682.201, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.
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§682.202 Permissible charges by lend-
ers to borrowers.

The charges that lenders may impose
on borrowers, either directly or indi-
rectly, are limited to the following:

(a) Interest. The applicable interest
rates for FFEL Program loans are
given in paragraphs (a)(1) through
(a)(4) and (a)(8) of this section.

(1) Stafford Loan Program. (i) For
loans made prior to July 1, 1994, if the
borrower, on the date the promissory
note evidencing the loan was signed,
had an outstanding balance of principal
or interest on a previous Stafford loan,
the interest rate is the applicable in-
terest rate on that previous Stafford
loan.

(ii) If the borrower, on the date the
promissory note evidencing the loan
was signed, had no outstanding balance
on any FFEL Program loan, and the
first disbursement was made—

(A) Prior to October 1, 1992, for a loan
covering a period of instruction begin-
ning on or after July 1, 1988, the inter-
est rate is 8 percent until 48 months
elapse after the repayment period be-
gins, and 10 percent thereafter; or

(B) On or after October 1, 1992, and
prior to July 1, 1994, the interest rate is
a variable rate, applicable to each July
1-June 30 period, that equals the lesser
of—

(I) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.10 percent; or

(2) 9 percent.

(iii) For a Stafford loan for which the
first disbursement was made before Oc-
tober 1, 1992—

(A) If the borrower, on the date the
promissory note was signed, had no
outstanding balance on a Stafford loan
but had an outstanding balance of prin-
cipal or interest on a PLUS or SLS
loan made for a period of enrollment
beginning before July 1, 1988, or on a
Consolidation loan that repaid a loan
made for a period of enrollment begin-
ning before July 1, 1988, the interest
rate is 8 percent; or

(B) If the borrower, on the date the
promissory note evidencing the loan
was signed, had an outstanding balance
of principal or interest on a PLUS or
SLS loan made for a period of enroll-
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ment beginning on or after July 1, 1988,
or on a Consolidation loan that repaid
a loan made for a period of enrollment
beginning on or after July 1, 1988, the
interest rate is 8 percent until 48
months elapse after the repayment pe-
riod begins, and 10 percent thereafter.

(iv) For a Stafford loan for which the
first disbursement was made on or
after October 1, 1992, but before Decem-
ber 20, 1993, if the borrower, on the date
the promissory note evidencing the
loan was signed, had no outstanding
balance on a Stafford loan but had an
outstanding balance of principal or in-
terest on a PLUS, SLS, or Consolida-
tion loan, the interest rate is 8 percent.

(v) For a Stafford loan for which the
first disbursement was made on or
after December 20, 1993 and prior to
July 1, 1994, if the borrower, on the
date the promissory note was signed,
had no outstanding balance on a Staf-
ford loan but had an outstanding bal-
ance of principal or interest on a
PLUS, SLS, or Consolidation loan, the
interest rate is the rate provided in
paragraph (a)(1)(ii)(B) of this section.

(vi) For a Stafford loan for which the
first disbursement was made on or
after July 1, 1994 and prior to July 1,
1995, for a period of enrollment that in-
cluded or began on or after July 1, 1994,
the interest rate is a variable rate, ap-
plicable to each July 1-June 30 period,
that equals the lesser of—

(A) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.10; or

(B) 8.25 percent.

(vii) For a Stafford loan for which
the first disbursement was made on or
after July 1, 1995 and prior to July 1,
1998 the interest rate is a variable rate
applicable to each July 1-June 30 pe-
riod, that equals the lesser of—

(A) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 2.5 percent during the in-
school, grace and deferment period and
3.10 percent during repayment; or

(B) 8.25 percent.

(viii) For a Stafford loan for which
the first disbursement was made on or
after July 1, 1998, and prior to July 1,
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2006, the interest rate is a wvariable
rate, applicable to each July 1-June 30
period, that equals the lesser of—

(A) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period plus 1.7 percent during the in-
school, grace and deferment periods
and 2.3 percent during repayment; or

(B) 8.2b5 percent.

(ix) For a Stafford loan for which the
first disbursement was made on or
after July 1, 2006, the interest rate is
6.8 percent.

(x) For a subsidized Stafford loan
made to an undergraduate student for
which the first disbursement was made
on or after:

(A) July 1, 2006 and before July 1,
2008, the interest rate is 6.8 percent on
the unpaid principal balance of the
loan.

(B) July 1, 2008 and before July 1,
2009, the interest rate is 6 percent on
the unpaid principal balance of the
loan.

(C) July 1, 2009 and before July 1,
2010, the interest rate is 5.6 percent on
the unpaid principal balance of the
loan.

(2) PLUS Program. (i) For a combined
repayment schedule under §682.209(d),
the interest rate is the weighted aver-
age of the rates of all loans included
under that schedule.

(ii) For a loan disbursed on or after
July 1, 1987 but prior to October 1, 1992,
and for any refinanced PLUS loan, the
interest rate is a variable rate, applica-
ble to each July 1-June 30 period, that
equals the lesser of—

(A) The bond equivalent rate of the
52-week Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.25 percent; or

(B) 12 percent.

(iii) For a loan disbursed on or after
October 1, 1992 and prior to July 1, 1994,
the interest rate is a variable rate, ap-
plicable to each July 1-June 30 period,
that equals the lesser of—

(A) The bond equivalent rate of the
52-week Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.10 percent; or

(B) 10 percent.
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(iv) For a loan for which the first dis-
bursement was made on or after July 1,
1994 and prior to July 1, 1998, the inter-
est rate is a variable rate applicable to
each July 1-June 30 period, that equals
the lesser of—

(A) The bond equivalent rate of the
b2-week Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.10 percent; or

(B) 9 percent.

(v) For a loan for which the first dis-
bursement was made on or after July 1,
1998, the interest rate is a variable
rate, applicable to each July 1-June 30
period, that equals the lesser of—

(A) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.10 percent; or

(B) 9 percent.

(vi)(A) Beginning on July 1, 2001, and
prior to July 1, 2006, the interest rate
on the loans described in paragraphs
(a)(2)(ii) through (iv) of this section is
a variable rate applicable to each July
1-June 30, as determined on the pre-
ceding June 26, and is equal to the
weekly average l-year constant matu-
rity Treasury yield, as published by the
Board of Governors of the Federal Re-
serve System, for the last calendar
week ending on or before such June 26;
plus—

(1) 3.25 percent for loans described in
paragraph (a)(2)(ii) of this section; or

(2) 3.1 percent for loans described in
paragraphs (a)(2)(iii) and (iv) of this
section.

(B) The interest rates calculated
under paragraph (a)(2)(vi)(A) of this
section shall not exceed the limits
specified in paragraphs (a)(2)(ii)(B),
(a)(2)(iii1)(B), and (a)(2)(iv)(B) of this
section, as applicable.

(vii) For a PLUS loan first disbursed
on or after July 1, 2006, the interest
rate is 8.5 percent.

(3) SLS Program. (i) For a combined
repayment schedule under §682.209(d),
the interest rate is the weighted aver-
age of the rates of all loans included
under that schedule.

(ii) For a loan disbursed on or after
July 1, 1987 but prior to October 1, 1992,
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and for any refinance SLS loan, the in-
terest rate is a variable rate, applica-
ble to each July 1-June 30 period, that
equals the lesser of—

(A) The bond equivalent rate of the
52-week Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.25 percent; or

(B) 12 percent.

(iii) For a loan disbursed on or after
October 1, 1992, the interest rate is a
variable rate, applicable to each July
1-June 30 period, that equals the lesser
of—

(A) The bond equivalent rate of the
52-week Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.10 percent; or

(B) 11 percent.

(iv)(A) Beginning on July 1, 2001, the
interest rate on the loans described in
paragraphs (a)(3)(ii) and (iii) of this
section is a variable rate applicable to
each July 1-June 30, as determined on
the preceding June 26, and is equal to
the weekly average 1l-year constant
maturity Treasury yield, as published
by the Board of Governors of the Fed-
eral Reserve System, for the last cal-
endar week ending on or before such
June 26; plus—

(1) 3.25 percent for loans described in
paragraph (a)(3)(ii) of this section; or

(2) 3.1 percent for loans described in
paragraph (a)(3)(iii) of this section.

(B) The interest rates calculated
under paragraph (a)3)(iv)(A) of this
section shall not exceed the limits
specified in paragraphs (a)(3)(ii)(B) and
(a)(3)(iii)(B) of this section, as applica-
ble.

(4) Comnsolidation Program. (i) A Con-
solidation Program loan made before
July 1, 1994 bears interest at the rate
that is the greater of—

(A) The weighted average of interest
rates on the loans consolidated, round-
ed to the nearest whole percent; or

(B) 9 percent.

(ii) A Consolidation loan made on or
after July 1, 1994, for which the loan
application was received by the lender
before November 13, 1997, bears interest
at the rate that is equal to the weight-
ed average of interest rates on the
loans consolidated, rounded upward to
the nearest whole percent.
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(iii) For a Consolidation loan for
which the loan application was re-
ceived by the lender on or after Novem-
ber 13, 1997 and before October 1, 1998,
the interest rate for the portion of the
loan that consolidated loans other than
HEAL loans is a variable rate, applica-
ble to each July 1-June 30 period, that
equals the lesser of—

(A) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction held prior to June 1 of
each year plus 3.10 percent; or

(B) 8.25 percent.

(iv) For a Consolidation loan for
which the application was received by
the lender on or after October 1, 1998
and prior to July 1, 2010, the interest
rate for the portion of the loan that
consolidated loans other than HEAL
loans is a fixed rate that is the lesser
of—

(A) The weighted average of interest
rates on the loans consolidated, round-
ed to the nearest higher one-eighth of
one percent; or

(B) 8.25 percent.

(v) For a Consolidation loan for
which the application was received by
the lender on or after November 13,
1997, the annual interest rate applica-
ble to the portion of each consolidation
loan that repaid HEAL loans is a vari-
able rate adjusted annually on July 1
and must be equal to the average of the
bond equivalent rates of the 91-day
Treasury bills auctioned for the quar-
ter ending June 30, plus 3 percent.
There is no maximum rate on this por-
tion of the loan.

(5) Actual interest rates under the Staf-
ford loan, SLS, PLUS, and Consolidation
Programs. A lender may charge a bor-
rower an actual rate of interest that is
less than the applicable interest rate
specified in paragraphs (a)(1)-(4) of this
section.

(6) Refund of excess interest paid on
Stafford loans.

(i) For a loan with an applicable in-
terest rate of 10 percent made prior to
July 23, 1992, and for a loan with an ap-
plicable interest rate of 10 percent
made from July 23, 1992 through Sep-
tember 30, 1992, to a borrower with no
outstanding FFEL Program loans—

(A) If during any calendar quarter,
the sum of the average of the bond
equivalent rates of the 91-day Treasury
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bills auctioned for that quarter, plus
3.25 percent, is less than 10 percent, the
lender shall calculate an adjustment
and credit the adjustment as specified
under paragraph (a)(6)(i)(B) of this sec-
tion if the borrower’s account is not
more than 30 days delinquent on De-
cember 31. The amount of the adjust-
ment for a calendar quarter is equal
to—

(I) 10 percent minus the sum of the
average of the bond equivalent rates of
the 91-day Treasury bills auctioned for
the applicable quarter plus 3.256 per-
cent;

(2) Multiplied by the average daily
principal balance of the loan (not in-
cluding unearned interest added to
principal); and

(3) Divided by 4;

(B) No later than 30 calendar days
after the end of the calendar year, the
holder of the loan shall credit any
amounts computed under paragraph
(a)(6)(1)(A) of this section to—

(I) The Secretary, for amounts paid
during any period in which the bor-
rower is eligible for interest benefits;

(2) The borrower’s account to reduce
the outstanding principal balance as of
the date the holder adjusts the bor-
rower’s account, provided that the bor-
rower’s account was not more than 30
days delinquent on that December 31;
or

(3) The Secretary, for a borrower who
on the last day of the calendar year is
delinquent for more than 30 days.

(ii) For a fixed interest rate loan
made on or after July 23, 1992 to a bor-
rower with an outstanding FFEL Pro-
gram loan—

(A) If during any calendar quarter,
the sum of the average of the bond
equivalent rates of the 91-day Treasury
bills auctioned for that quarter, plus
3.10 percent, is less than the applicable
interest rate, the lender shall calculate
an adjustment and credit the adjust-
ment to reduce the outstanding prin-
cipal balance of the loan as specified
under paragraph (a)(6)(ii)(C) of this sec-
tion if the borrower’s account is not
more than 30 days delinquent on De-
cember 31. The amount of an adjust-
ment for a calendar quarter is equal
to—

(1) The applicable interest rate minus
the sum of the average of the bond
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equivalent rates of the 91-day Treasury
bills auctioned for the applicable quar-
ter plus 3.10 percent;

(2) Multiplied by the average daily
principal balance of the loan (not in-
cluding unearned interest added to
principal); and

(3) Divided by 4;

(B) For any quarter or portion there-
of that the Secretary was obligated to
pay interest subsidy on behalf of the
borrower, the holder of the loan shall
refund to the Secretary, no later than
the end of the following quarter, any
excess interest calculated in accord-
ance with paragraph (a)(6)(ii)(A) of this
section;

(C) For any other quarter, the holder
of the loan shall, within 30 days of the
end of the calendar year, reduce the
borrower’s outstanding principal by
the amount of excess interest cal-
culated under paragraph (a)(6)(ii)(A) of
this section, provided that the bor-
rower’s account was not more than 30
days delinquent as of December 31;

(D) For a borrower who on the last
day of the calendar year is delinquent
for more than 30 days, any excess inter-
est calculated shall be refunded to the
Secretary; and

(E) Notwithstanding paragraphs
(a)(6)(i1)(B), (C) and (D) of this section,
if the loan was disbursed during a quar-
ter, the amount of any adjustment re-
funded to the Secretary or credited to
the borrower for that quarter shall be
prorated accordingly.

(T) Conversion to Variable Rate.

(i) A lender or holder shall convert
the interest rate on a loan under para-
graphs (a)(6)(i) or (ii) of this section to
a variable rate.

(ii) The applicable interest rate for
each 12-month period beginning on
July 1 and ending on June 30 preceding
each 12-month period is equal to the
sum of—

(A) The bond equivalent rate of the
91-day Treasury bills auctioned at the
final auction prior to June 1; and

(B) 3.25 percent in the case of a loan
described in paragraph (a)(6)(i) of this
section or 3.10 percent in the case of a
loan described in paragraph (a)(6)(ii) of
this section.

(iii)(A) In connection with the con-
version specified in paragraph (a)(7)(i)
of this section for any period prior to
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the conversion for which a rebate has
not been provided under paragraph
(a)(6) of this section, a lender or holder
shall convert the interest rate to a
variable rate.

(B) The interest rate for each period
shall be reset quarterly and the appli-
cable interest rate for the quarter or
portion shall equal the sum of—

(I) The average of the bond equiva-
lent rates of 91-day Treasury bills auc-
tioned for the preceding 3-month pe-
riod; and

(2) 3.25 percent in the case of loans as
specified under paragraph (a)(6)(i) of
this section or 3.10 percent in the case
of loans as specified under paragraph
(a)(6)(ii) of this section.

(iv)(A) The holder of a loan being
converted under paragraph (a)(7)(iii)(A)
of this section shall complete such con-
version on or before January 1, 1995.

(B) The holder shall, not later than 30
days prior to the conversion, provide
the borrower with—

(I) A notice informing the borrower
that the loan is being converted to a
variable interest rate;

(2) A description of the rate to the
borrower;

(3) The current interest rate; and

(4) An explanation that the variable
rate will provide a substantially equiv-
alent benefit as the adjustment other-
wise provided under paragraph (a)(6) of
this section.

(v) The notice may be provided as
part of the disclosure requirement as
specified under §682.205.

(vi) The interest rate as calculated
under this paragraph may not exceed
the maximum interest rate applicable
to the loan prior to the conversion.

(8) Applicability of the Servicemembers
Civil Relief Act (50 U.S.C 527, App. sec.
207). Notwithstanding paragraphs (a)(1)
through (a)(4) of this section, effective
August 14, 2008, upon the loan holder’s
receipt of the borrower’s written re-
quest and a copy of the borrower’s
military orders, the maximum interest
rate, as defined in 50 U.S.C. 527, App.
section 207(d), on FFEL Program loans
made prior to the borrower entering
active duty status is 6 percent while
the borrower is on active duty military
service.

(b) Capitalization. (1) A lender may
add accrued interest and unpaid insur-
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ance premiums or Federal default fees
to the borrower’s unpaid principal bal-
ance in accordance with this section.
This increase in the principal balance
of a loan is called ‘‘capitalization.”

(2) Except as provided in paragraph
(b)(4) and (b)(5) of this section, a lender
may capitalize interest payable by the
borrower that has accrued—

(i) For the period from the date the
first disbursement was made to the be-
ginning date of the in-school period or,
for a PLUS loan, for the period from
the date the first disbursement was
made to the date the repayment period
begins;

(ii) For the in-school or grace peri-
ods, or for a period needed to align re-
payment of an SLS with a Stafford
loan, if capitalization is expressly au-
thorized by the promissory note (or
with the written consent of the bor-
rower);

(iii) For a period of authorized
deferment;

(iv) For a period of authorized for-
bearance; or

(v) For the period from the date the
first installment payment was due
until it was made.

(3) A lender may capitalize accrued
interest under paragraphs (b)(2)(ii)
through (iv) of this section no more
frequently than quarterly. Capitaliza-
tion is again permitted when repay-
ment is required to begin or resume. A
lender may capitalize accrued interest
under paragraph (b)(2) (i) and (v) of this
section only on the date repayment of
principal is scheduled to begin.

(4)(i) For unsubsidized Stafford loans
disbursed on or after October 7, 1998
and prior to July 1, 2000, the lender
may capitalize the unpaid interest that
accrues on the loan according to the
requirements of section 428H(e)(2) of
the Act.

(ii) For Stafford loans first disbursed
on or after July 1, 2000, the lender may
capitalize the unpaid interest—

(A) When the loan enters repayment;

(B) At the expiration of a period of
authorized deferment;

(C) At the expiration of a period of
authorized forbearance; and

(D) When the borrower defaults.

(5) For Consolidation loans, the lend-
er may capitalize interest as provided
in paragraphs (b)(2) and (b)(3) of this
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section, except that the lender may
capitalize the unpaid interest for a pe-
riod of authorized in-school deferment
only at the expiration of the
deferment.

(6) For any borrower in an in-school
or grace period or the period needed to
align repayment, deferment, or for-
bearance status, during which the Sec-
retary does not pay interest benefits
and for which the borrower has agreed
to make payments of interest, the
lender may capitalize past due interest
provided that the lender has notified
the borrower that the borrower’s fail-
ure to resolve any delinquency con-
stitutes the borrower’s consent to cap-
italization of delinquent interest and
all interest that will accrue through
the remainder of that period.

(c) Fees for FFEL Program loans. (1)(1)
For Stafford loans first disbursed prior
to July 1, 2006, a lender may charge a
borrower an origination fee not to ex-
ceed 3 percent of the principal amount
of the loan.

(ii) For Stafford loans first disbursed
on or after July 1, 2006, but before July
1, 2007, a lender may charge a borrower
an origination fee not to exceed 2 per-
cent of the principal amount of the
loan.

(iii) For Stafford loans first disbursed
on or after July 1, 2007, but before July
1, 2008, a lender may charge a borrower
an origination fee not to exceed 1.5 per-
cent of the principal amount of the
loan.

(iv) For Stafford loans first disbursed
on or after July 1, 2008, but before July
1, 2009, a lender may charge a borrower
an origination fee not to exceed 1 per-
cent of the principal amount of the
loan.

(v) For Stafford loans first disbursed
on or after July 1, 2009, but before July
1, 2010, a lender may charge a borrower
an origination fee not to exceed .5 per-
cent of the principal amount of the
loan.

(vi) Except as provided in paragraph
(c)(2) of this section, a lender must
charge all borrowers the same origina-
tion fee.

(2)(i) A lender may charge a lower
origination fee than the amount speci-
fied in paragraph (c)(1) of this section
to a borrower whose expected family
contribution (EFC), used to determine
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eligibility for the loan, is equal to or
less than the maximum qualifying EFC
for a Federal Pell Grant at the time
the loan is certified or to a borrower
who qualifies for a subsidized Stafford
loan. A lender must charge all such
borrowers the same origination fee.

(ii) With the approval of the Sec-
retary, a lender may use a standard
comparable to that defined in para-
graph (c)(2)(i) of this section.

(3) If a lender charges a lower origi-
nation fee on unsubsidized loans under
paragraph (¢)(1) or (¢)(2) of this section,
the lender must charge the same fee on
subsidized loans.

(4)(i) For purposes of this paragraph
(c), a lender is defined as:

(A) All entities under common own-
ership, including ownership by a com-
mon holding company, that make loans
to borrowers in a particular state; and

(B) Any beneficial owner of loans
that provides funds to an eligible lend-
er trustee to make loans on the bene-
ficial owner’s behalf in a particular
state.

(ii) If a lender as defined in paragraph
(c)(4)(i) charges a lower origination fee
to any borrower in a particular state
under paragraphs (c)(1) or (c)(2) of this
section, the lender must charge all
such borrowers who reside in that state
or attend school in that state the same
origination fee.

(5) A lender must charge a borrower
an origination fee on a PLUS loan of 3
percent of the principal amount of the
loan;

(6) A lender must deduct a pro rata
portion of the fee (if charged) from
each disbursement; and

(7) A lender must refund by a credit
against the borrower’s loan balance the
portion of the origination fee pre-
viously deducted from the loan that is
attributable to any portion of the
loan—

(i) That is returned by a school to a
lender in order to comply with the Act
or with applicable regulations;

(ii) That is repaid or returned within
120 days of disbursement, unless—

(A) The borrower has no FFEL Pro-
gram loans in repayment status and
has requested, in writing, that the re-
paid or returned funds be used for a dif-
ferent purpose; or
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(B) The borrower has a FFEL Pro-
gram loan in repayment status, in
which case the payment is applied in
accordance with §682.209(b) unless the
borrower has requested, in writing,
that the repaid or returned funds be ap-
plied as a cancellation of all or part of
the loan;

(iii) For which a loan check has not
been negotiated within 120 days of dis-
bursement; or

(iv) For which loan proceeds dis-
bursed by electronic funds transfer or
master check have not been released
from the restricted account main-
tained by the school within 120 days of
disbursement.

(d) Insurance premium and Federal de-
fault fee. (1) For loans guaranteed prior
to July 1, 2006, a lender may charge the
borrower the amount of the insurance
premium paid by the lender to the
guarantor (up to 1 percent of the prin-
cipal amount of the loan) if that charge
is provided for in the promissory note.

(2) For loans guaranteed on or after
July 1, 2006 and prior to July 1, 2010, a
lender may charge the borrower the
amount of the Federal default fee paid
by the lender to the guarantor (up to 1
percent of the principal amount of the
loan) if that charge is provided for in
the promissory note.

(3) If the borrower is charged the in-
surance premium or the Federal de-
fault fee, the amount charged must be
deducted proportionately from each
disbursement of the borrower’s loan
proceeds, if the loan is disbursed in
more than one installment.

(4) The lender shall refund the insur-
ance premium or Federal default fee
paid by the borrower in accordance
with the circumstances and procedures
applicable to the return of origination
fees, as described in paragraph (c)(7) of
this section.

(e) Late charge. (1) If authorized by
the borrower’s promissory note, the
lender may require the borrower to pay
a late charge under the circumstances
described in paragraph (e)(2) of this
section. This charge may not exceed
six cents for each dollar of each late in-
stallment.

(2) The lender may require the bor-
rower to pay a late charge if the bor-
rower fails to pay all or a portion of a
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required installment payment within
15 days after it is due.

(f) Collection charges. (1) If provided
for in the borrower’s promissory note,
and notwithstanding any provisions of
State law, the lender may require that
the borrower or any endorser pay costs
incurred by the lender or its agents in
collecting installments not paid when
due, including, but not limited to—

(i) Attorney fees;

(ii) Court costs; and

(iii) Telegrams.

(2) The costs referred to in paragraph
(£)(1) of this section may not include
routine collection costs associated
with preparing letters or notices or
with making personal contacts with
the borrower (e.g., local and long-dis-
tance telephone calls).

(g) Special allowance. Pursuant to
§682.412(c), a lender may charge a bor-
rower the amount of special allowance
paid by the Secretary on behalf of the
borrower.

(Authority: 20 U.S.C. 1077, 1078, 1078-1, 1078-2,
1078-3, 1079, 1082, 10871, 1091a)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 22475, Apr. 29, 1994; 59 FR 61427, Nov. 30,
1994; 61 FR 60486, Nov. 27, 1996; 62 FR 63434,
Nov. 28, 1997; 64 FR 18976, Apr. 16, 1999; 64 FR
58953, Nov. 1, 1999; 66 FR 34762, June 29, 2001;
71 FR 45700, Aug. 9, 2006; 72 FR 62000, Nov. 1,
2007; 74 FR 55991, Oct. 29, 2009; 78 FR 65807,
Nov. 1, 2013]

§682.203 Responsible parties.

(a) Delegation of functions. A school,
lender, or guaranty agency may con-
tract or otherwise delegate the per-
formance of its functions under the Act
and this part to a servicing agency or
other party. This contracting or other
delegation of functions does not relieve
the school, lender, or guaranty agency
of its duty to comply with the require-
ments of the Act and this part.

(b) Trustee responsibility. A lender
that holds a loan in its capacity as a
trustee assumes responsibility for com-
plying with all statutory and regu-
latory requirements imposed on any
other holders of a loan.

(Authority: 20 U.S.C. 1082)

§682.204 Maximum loan amounts.

(a) Stafford Loan Program annual lim-
its. (1) In the case of an undergraduate
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student who has not successfully com-
pleted the first year of a program of
undergraduate education, the total
amount the student may borrow for
any academic year of study under the
Stafford Loan Program in combination
with the Direct Subsidized Loan Pro-
gram may not exceed the following:

§682.204

(i) $2,625, or, for a loan disbursed on
or after July 1, 2007, $3,500, for a pro-
gram of study of at least a full aca-
demic year in length.

(ii) For a one-year program of study
with less than a full academic year re-
maining, the amount that is the same
ratio to $3,500, as the—

Number of semester, trimester, quarter, or clock hours enrolled

Number of semester, trimester, quarter, or clock hours in academic year.

(iii) For a program of study that is

length, the amount that is the same

less than a full academic year in ratio to $3,500 as the lesser of the—
Number of semester, trimester, quarter, or clock hours
enrolled
Number of semester, trimester, quarter, or clock hours in

academic year

or

Number of weeks enrolled

Number of weeks in academic year

(2) In the case of a student who has
successfully completed the first year of
an undergraduate program but has not
successfully completed the second year
of an undergraduate program, the total
amount the student may borrow for
any academic year of study under the
Stafford Loan Program in combination

Number of semester, trimester,

with the Direct Subsidized Loan Pro-
gram may not exceed the following:

(i) $4,500 for a program whose length
is at least a full academic year in
length.

(ii) For a program of study with less
than a full academic year remaining,
an amount that is the same ratio to
$4,500 as the—

quarter or clock hours enrolled

Number of semester, trimester, quarter, or clock hours in academic year.

(3) In the case of an undergraduate
student who has successfully com-
pleted the first and second years of a
program of study of undergraduate
education but has not successfully

completed the remainder of the pro-
gram, the total amount the student
may borrow for any academic year of
study under the Stafford Loan Pro-
gram in combination with the Direct
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Subsidized Loan Program may not ex-
ceed the following:

(i) $5,500 for a program whose length
is at least an academic year in length.

34 CFR Ch. VI (7-1-14 Edition)

(ii) For a program of study with less
than a full academic year remaining,
an amount that is the same ratio to
$5,500 as the—

Number of semester, trimester, quarter, or clock hours enrolled

Number of semester, trimester, quarter, or clock hours in academic year.

(4) In the case of a student who has
an associate or baccalaureate degree
that is required for admission into a
program and who is not a graduate or
professional student, the total amount
the student may borrow for any aca-
demic year of study may not exceed
the amounts in paragraph (a)(3) of this
section.

(5) In the case of a graduate or pro-
fessional student, the total amount the
student may borrow for loans made
prior to July 1, 2010 for any academic
year of study under the Stafford Loan
Program, in combination with any
amount borrowed under the Direct
Subsidized Loan Program, may not ex-
ceed $8,500.

(6) In the case of a student enrolled
for no longer than one consecutive 12-
month period in a course of study nec-
essary for enrollment in a program
leading to a degree or certificate, the
total amount the student may borrow
for any academic year of study under
the Stafford Loan Program in combina-
tion with the Direct Subsidized Loan
Program may not exceed the following:

(i) $2,625 for coursework necessary for
enrollment in an undergraduate degree
or certificate program.

(ii) $5,500 for coursework necessary
for enrollment in a graduate or profes-
sional degree or certificate program for
a student who has obtained a bacca-
laureate degree.

(7) In the case of a student who has
obtained a baccalaureate degree and is
enrolled or accepted for enrollment in
coursework necessary for a profes-
sional credential or certification from
a State that is required for employ-
ment as a teacher in an elementary or
secondary school in that State, the
total amount the student may borrow
for any academic year of study under
the Stafford Loan Program in combina-
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tion with the Direct Subsidized Loan
Program may not exceed $5,500.

(8) Except as provided in paragraph
(a)(4) of this section, an undergraduate
student who is enrolled in a program
that is one academic year or less in
length may not borrow an amount for
any academic year of study that ex-
ceeds the amounts in paragraph (a)(1)
of this section.

(9) Except as provided in paragraph
(a)(4) of this section—

(i) An undergraduate student who is
enrolled in a program that is more
than one academic year in length and
who has not successfully completed the
first year of that program may not bor-
row an amount for any academic year
of study that exceeds the amounts in
paragraph (a)(1) of this section.

(ii) An undergraduate student who is
enrolled in a program that is more
than one academic year in length and
who has successfully completed the
first year of that program, but has not
successfully completed the second year
of the program, may not borrow an
amount for any academic year of study
that exceeds the amounts in paragraph
(a)(2) of this section.

(b) Stafford Loan Program aggregate
limits. The aggregate unpaid principal
amount of all Stafford Loan Program
loans in combination with loans re-
ceived by the student under the Direct
Subsidized Loan Program, but exclud-
ing the amount of capitalized interest
may not exceed the following:

(1) $23,000 in the case of any student
who has not successfully completed a
program of study at the undergraduate
level.

(2) $65,500, in the case of a graduate
or professional student, including loans
for undergraduate study.
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(c) Unsubsidized Stafford Loan Pro-
gram. (1) Except for a dependent under-
graduate student who qualifies for ad-
ditional Unsubsidized Stafford Loan
funds because the student’s parents are
unable to borrow under the PLUS Loan
Program, as described in paragraph (d)
of this section, the total amount the
dependent undergraduate student may
borrow for any academic year under
the Unsubsidized Stafford Loan Pro-
gram in combination with the Direct
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same amount determined under para-
graph (a) of this section, less any
amount received under the Stafford
Loan Program or the Direct Subsidized
Loan program, plus—

(i) $2,000, for a program of study of at
least a full academic year in length.

(ii) For a program of study that is at
least one academic year or more in
length with less than a full academic
year remaining, the amount that is the
same ratio to $2,000 as the—

Unsubsidized Loan Program is the
Number of semester, trimester, quarter, or clock hours
enrolled
Number of semester, trimester, quarter, or clock hours in

academic year

(iii) For a program of study that is
less than a full academic year in

length, the amount that is the same
ratio to $2,000 as the lesser of the—

Number of semester, trimester, quarter, or clock hours
enrolled
Number of semester, trimester, quarter, or clock hours in

academic year

or

Number of weeks enrolled

Number of weeks in academic year

(2) In the case of an independent un-
dergraduate student, a graduate or pro-
fessional student, or certain dependent
undergraduate students under the con-
ditions specified in §682.201(a)(3), the
total amount the student may borrow
for any period of enrollment under the
Unsubsidized Stafford Loan and Direct
Unsubsidized Loan programs may not
exceed the amounts determined under
paragraph (a) of this section less any
amount received under the Federal

Stafford Loan Program or the Direct
Subsidized Loan Program, in combina-
tion with the amounts determined
under paragraph (d) of this section.

(d) Additional eligibility under the Un-
subsidiced Stafford Loan Program. An
independent undergraduate student,
graduate or professional student, and
certain dependent undergraduate stu-
dents under the conditions specified in
§682.201(a)(3) may borrow amounts
under the Unsubsidized Stafford Loan
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Program in addition to any amount
borrowed under paragraphs (a) and (c)
of this section, except as provided in
paragraph (d)(9) of this section. The ad-
ditional amount that such a student
may borrow for any academic year of
study under the Unsubsidized Stafford
Loan Program in combination with the
Direct Unsubsidized Loan Program, in
addition to the amounts allowed under
paragraphs (a) and (c) of this section,
except as provided in paragraph (d)(9)

Number of semester, trimester,
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of this section for certain dependent
undergraduate students—

(1) In the case of a student who has
not successfully completed the first
year of a program of undergraduate
education, may not exceed the fol-
lowing:

(i) $6,000 for a program of study of at
least a full academic year.

(ii) For a one-year program of study
with less than a full academic year re-
maining, the amount that is the same
ratio to $6,000 as the—

quarter, or clock hours enrolled

Number of semester, trimester, quarter, or clock hours in academic year.

(iii) For a program of study that is less than a full academic year in length, an
amount that is the same ratio to $6,000 as the lesser of—

Number of semester, trimester, quarter, or clock hours
enrolled
Number of semester, trimester, quarter, or clock hours in

academic year

or

Number of weeks enrolled

Number of weeks in academic year

(2) In the case of a student who has
completed the first year of a program
of undergraduate education but has not
successfully completed the second year
of a program of undergraduate edu-
cation may not exceed the following:

(i) $6,000 for a program of study of at
least a full academic year in length.

(ii) For a program of study with less
than a full academic year remaining,
an amount that is the same ratio to
$6,000 as the—

Number of semester, trimester, quarter, or clock hours enrolled

Number of semester, trimester, quarter, or clock hours in academic year.

(3) In the case of a student who has
successfully completed the second year
of a program of undergraduate edu-
cation, but has not completed the re-

mainder of the program, may not ex-
ceed the following:

(i) $7,000 for a program of study of at
least a full academic year.
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(ii) For a program of study with less
than a full academic year remaining,
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an amount that is the same ratio to
$7,000 as the—

Number of semester, trimester, quarter, or clock hours enrolled

Number of semester, trimester, quarter, or clock hours in academic year.

(4) In the case of a student who has
an associate or baccalaureate degree
that is required for admission into a
program and who is not a graduate or
professional student, the total amount
the student may borrow for any aca-
demic year of study may not exceed
the amounts in paragraph (d)(3) of this
section.

(6) In the case of a graduate or pro-
fessional student, may not exceed
$12,000.

(6) In the case of a student enrolled
for no longer than one consecutive 12-
month period in a course of study nec-
essary for enrollment in a program
leading to a degree or a certificate may
not exceed the following:

(1) $6,000 for coursework necessary for
enrollment in an undergraduate degree
or certificate program.

(ii) $7,000 for coursework necessary
for enrollment in a graduate or profes-
sional degree or certificate program for
a student who has obtained a bacca-
laureate degree.

(iii) In the case of a student who has
obtained a baccalaureate degree and is
enrolled or accepted for enrollment in
a program necessary for a professional
credential or a certification from a
State that is required for employment
as a teacher in an elementary or sec-
ondary school in that State, $7,000.

(7) Except as provided in paragraph
(d)(4) of this section, an undergraduate
student who is enrolled in a program
that is one academic year or less in
length may not borrow an amount for
any academic year of study that ex-
ceeds the amounts in paragraph (d)(1)
of this section.

(8) Except as provided in paragraph
(d)(4) of this section—

(1) An undergraduate student who is
enrolled in a program that is more
than one academic year in length and
who has not successfully completed the
first year of that program may not bor-
row an amount for any academic year
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of study that exceeds the amounts in
paragraph (d)(1) of this section.

(ii) An undergraduate student who is
enrolled in a program that is more
than one academic year in length and
who has successfully completed the
first year of that program, but has not
successfully completed the second year
of the program, may not borrow an
amount for any academic year of study
that exceeds the amounts in paragraph
(d)(2) of this section.

(9) A dependent undergraduate stu-
dent who qualifies for the additional
Unsubsidized Stafford Loan amounts
under this section in accordance with
the conditions specified in §682.201(a)(3)
is not eligible to receive the additional
Unsubsidized Stafford Loan amounts
under paragraph (c)(1)(ii) of this sec-
tion.

(e) Combined Federal Stafford, SLS and
Federal Unsubsidized Stafford Loan Pro-
gram aggregate limits. The aggregate un-
paid principal amount of Stafford
Loans, Direct Subsidized Loans, Unsub-
sidized Stafford Loans, Direct Unsub-
sidized Loans and SLS Loans, but ex-
cluding the amount of capitalized in-
terest, may not exceed the following:

(1) $31,000 for a dependent under-
graduate student.

(2) $57,500 for an independent under-
graduate student or a dependent under-
graduate student under the conditions
specified in §682.201(a)(3).

(3) $138,500 for a graduate or profes-
sional student.

(f) SLS Program aggregate limit. The
total unpaid principal amount of SLS
Program loans made to—

(1) An undergraduate student may
not exceed—

(i) $20,000, for loans for which the
first disbursement is made prior to
July 1, 1993; or

(ii) $23,000, for loans for which the
first disbursement was made on or
after July 1, 1993; and
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(2) A graduate student may not ex-
ceed—

(i) $20,000, for loans for which the
first disbursement is made prior to
July 1, 1993; or

(ii) $73,000, for loans for which the
first disbursement was made on or
after July 1, 1993 including loans for
undergraduate study.

(g) PLUS Program annual limit. The
total amount of all PLUS Program
loans that a parent or student may bor-
row for any academic year of study
may not exceed the student’s cost of
education minus other estimated finan-
cial assistance for that student.

(h) Minimum loan interval. The annual
loan limits applicable to a student
apply to the length of the school’s aca-
demic year.

(1) Treatment of Consolidation loans for
purposes of determining loan limits. The
percentage of the outstanding balance
on a Consolidation loan counted
against a borrower’s aggregate loan
limits under the Stafford loan, Unsub-
sidized Stafford loan, Direct Stafford
loan, Direct Unsubsidized loan, SLS,
PLUS, Perkins Loan, or HEAL pro-
gram must equal the percentage of the
original amount of the Consolidation
loan attributable to loans made to the
borrower under that program.

(j) Maximum loan amounts. In no case
may a Stafford, PLUS, or SLS loan
amount exceed the student’s estimated
cost of attendance for the period of en-
rollment for which the loan is in-
tended, less—

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

(2) The borrower’s expected family
contribution for that period, in the
case of a Stafford loan that is eligible
for interest benefits.

(k) In determining a Stafford loan
amount in accordance with §682.204 (a),
(c) and (d), the school must use the def-
inition of academic year in 34 CFR
668.3.

(1) Any TEACH Grants that have
been converted to Direct Unsubsidized
Loans are not counted against annual
or any aggregate loan limits under
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34 CFR Ch. VI (7-1-14 Edition)

paragraphs (c), (d), and (e) of this sec-
tion.

(Authority: 20 U.S.C. 1070g, 1078, 1078-2, 1078—
3, 1078-8)

[69 FR 33350, June 28, 1994, as amended at 64
FR 18976, Apr. 16, 1999; 64 FR 58954, Nov. 1,
1999; 66 FR 34763, June 29, 2001; 67 FR 67078,
Nov. 1, 2002; 71 FR 45700, Aug. 9, 2006; 71 FR
64397, Nov. 1, 2006; 73 FR 35495, June 23, 2008;
73 FR 36793, June 30, 2008; 74 FR 55991, Oct. 29,
2009; 78 FR 65808, Nov. 1, 2013]

§682.205 Disclosure requirements for
lenders.

(a) Repayment information— (1) Disclo-
sures at or prior to repayment. The lend-
er must disclose the information de-
scribed in paragraph (a)(2) of this sec-
tion, in simple and understandable
terms, in a statement provided to the
borrower at or prior to the beginning of
the repayment period. In the case of a
Federal Stafford or Federal PLUS loan,
the disclosures required by this para-
graph must be made not less than 30
days nor more than 150 days before the
first payment on the loan is due from
the borrower. If the borrower enters
the repayment period without the lend-
er’s knowledge, the lender must pro-
vide the required disclosures to the
borrower immediately upon discov-
ering that the borrower has entered the
repayment period.

(2) The lender shall provide the bor-
rower with—

(i) The lender’s name, a toll-free tele-
phone number accessible from within
the United States that the borrower
can use to obtain additional loan infor-
mation, and the address to which cor-
respondence with the lender and pay-
ments should be sent;

(ii) The scheduled date the repay-
ment period is to begin, or a deferment
under §682.210(v), if applicable, is to
end;

(iii) The estimated balance, including
the estimated amount of interest to be
capitalized, owed by the borrower as of
the date upon which the repayment pe-
riod is to begin, a deferment under
§682.210(v), if applicable, is to end, or
the date of the disclosure, whichever is
later;

(iv) The actual interest rate on the
loan;
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(v) An explanation of any fees that
may accrue or be charged to the bor-
rower during the repayment period;

(vi) The borrower’s repayment sched-
ule, including the due date of the first
installment and the number, amount,
and frequency of payments based on
the repayment schedule selected by the
borrower;

(vii) Except in the case of a Consoli-
dation loan, an explanation of any spe-
cial options the borrower may have for
consolidating or refinancing the loan
and of the availability and terms of
such other options;

(viii) The estimated total amount of
interest to be paid on the loan, assum-
ing that payments are made in accord-
ance with the repayment schedule, and
if interest has been paid, the amount of
interest paid;

(ix) A statement that the borrower
has the right to prepay all or part of
the loan at any time, without penalty;

(x) Information on any special loan
repayment benefits offered on the loan,
including benefits that are contingent
on repayment behavior, and any other
special loan repayment benefits for
which the borrower may be eligible
that would reduce the amount or
length of repayment; and at the re-
quest of the borrower, an explanation
of the effect of a reduced interest rate
on the borrower’s total payoff amount
and time for repayment;

(xi) If the lender provides a repay-
ment benefit, any limitations on that
benefit, any circumstances in which
the borrower could lose that benefit,
and whether and how the borrower may
regain eligibility for the repayment
benefit;

(xii) A description of all the repay-
ment plans available to the borrower
and a statement that the borrower may
change plans during the repayment pe-
riod at least annually;

(xiii) A description of the options
available to the borrower to avoid or be
removed from default, as well as any
fees associated with those options; and

(xiv) Any additional resources, in-
cluding nonprofit organizations, advo-
cates and counselors, including the De-
partment of Education’s Student Loan
Ombudsman, the lender is aware of
where the borrower may obtain addi-
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tional advice and assistance on loan re-
payment.

(3) Required disclosures during repay-
ment. In addition to the disclosures re-
quired in paragraph (a)(1) of this sec-
tion, the lender must provide the bor-
rower of a FFEL loan with a bill or
statement that corresponds to each
payment installment time period in
which a payment is due that includes
in simple and understandable terms—

(i) The original principal amount of
the borrower’s loan;

(ii) The borrower’s current balance,
as of the time of the bill or statement;

(iii) The interest rate on the loan;

(iv) The total amount of interest for
the preceding installment paid by the
borrower;

(v) The aggregate amount paid by the
borrower on the loan, and separately
identifying the amount the borrower
has paid in interest on the loan, the
amount of fees the borrower has paid
on the loan, and the amount paid
against the balance in principal;

(vi) A description of each fee the bor-
rower has been charged for the most re-
cent preceding installment time pe-
riod;

(vii) The date by which a payment
must be made to avoid additional fees
and the amount of that payment and
the fees;

(viii) The lender’s or servicer’s ad-
dress and toll-free telephone number
for repayment options, payments and
billing error purposes; and

(ix) A reminder that the borrower
may change repayment plans, a list of
all of the repayment plans that are
available to the borrower, a link to the
Department of Education’s Web site for
repayment plan information, and direc-
tions on how the borrower may request
a change in repayment plans from the
lender.

(4) Required disclosures for borrowers
having difficulty making payments. (i)
Except as provided in paragraph
(a)(4)(ii) of this section, the lender
must provide a borrower who has noti-
fied the lender that he or she is having
difficulty making payments with—

(A) A description of the repayment
plans available to the borrower, and
how the borrower may request a
change in repayment plan;
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(B) A description of the requirements
for obtaining forbearance on the loan
and any costs associated with forbear-
ance; and

(C) A description of the options avail-
able to the borrower to avoid default
and any fees or costs associated with
those options.

(ii) A disclosure under paragraph
(a)(4)(1) of this section is not required if
the borrower’s difficulty has been re-
solved through contact with the bor-
rower resulting from an earlier disclo-
sure or other communication between
the lender and the borrower.

(5) Required disclosures for borrowers
who are 60-days delinquent in making
payments on a loan. (i) The lender shall
provide to a borrower who is 60 days
delinquent in making required pay-
ments a notice of—

(A) The date on which the loan will
default if no payment is made;

(B) The minimum payment the bor-
rower must make, as of the date of the
notice, to avoid default, including the
payment amount needed to bring the
loan current or payment in full;

(C) A description of the options avail-
able to the borrower to avoid default,
including deferment and forbearance
and any fees and costs associated with
those options;

(D) Any options for discharging the
loan that may be available to the bor-
rower; and

(E) Any additional resources, includ-
ing nonprofit organizations, advocates
and counselors, including the Depa