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section 435(d) of the Act and the defini-
tion of “‘lender*’ in §682.200;

(2) Whether the applicant is capable
of complying with the regulations in
this part as they apply to lenders;

(3) Whether the applicant is capable
of implementing adequate procedures
for making, servicing, and collecting
loans;

(4) Whether the applicant has had
prior experience with a similar Fed-
eral, State, or private nonprofit stu-
dent loan program, and the amount
and percentage of loans that are cur-
rently delinquent or in default under
that program;

(5) The financial resources of the ap-
plicant; and

(6) In the case of a school that is
seeking approval as a lender, its ac-
creditation status.

(c) The Secretary may require an ap-
plicant to submit sufficient materials
with its application so that the Sec-
retary may fairly evaluate it in accord-
ance with the criteria in this section.

(d)(1) If the Secretary decides not to
approve the application for a guarantee
agreement, the Secretary’s response in-
cludes the reason for the decision.

(2) The Secretary provides the lender
an opportunity for the lender to meet
with a designated Department official
if the lender wishes to appeal the Sec-
retary’s decision.

(3) However, the Secretary need not
explain the reasons for the denial or
grant the lender an opportunity to ap-
peal if the lender submits its applica-
tion within six months of a previous
denial.

(Authority: 30 U.S.C. 1078-1, 1078-2, 1078-3,
1079, 1082)

§682.503 The guarantee agreement.

(a)(1) To participate in the Federal
GSL programs, a lender must have a
guarantee agreement with the Sec-
retary. The Secretary does not guar-
antee a loan unless it is covered by
such an agreement.

(2) In general, under a guarantee
agreement the lender agrees to comply
with all laws, regulations, and other
requirements applicable to its partici-
pation as a lender in the Federal GSL
programs. In return, the Secretary
agrees to guarantee each eligible Fed-
eral GSL loan held by the lender

§682.504

against the borrower’s default, death,
total and permanent disability, or
bankruptcy.

(3) The Secretary may include in an
agreement a limit on the duration of
the agreement and the number or
amount of Federal GSL loans the lend-
er may make or hold.

(b)(1) Except as otherwise approved
by the Secretary, a guarantee agree-
ment with a school lender limits the
Federal GSL loans made by that school
lender that will be covered by the Fed-
eral guarantee to those loans made to
students, or to parents borrowing on
behalf of students, who are—

(i) In attendance at that school,

(if) In attendance at other schools
under the same ownership as that
school; or

(iii) Employees or dependents of em-
ployees, or whose parents are employ-
ees, of that school lender or other
schools under the same ownership,
under circumstances the Secretary
considers appropriate for loan guaran-
tees.

(2) The Secretary may on a school-
by-school basis impose limits under
paragraph (b)(1)(iii) of this section on a
school lender that makes loans to stu-
dents or to parents of students in at-
tendance at other schools under the
same ownership, or to employees, or to
dependents or parents of employees, of
those other schools.

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

§682.504 Issuance
guarantees.

(@) A lender having a guarantee
agreement shall submit an application
to the Secretary for a Federal loan
guarantee on each intended loan that
the lender determines to be eligible for
a guarantee. The application must be
on a form prescribed by the Secretary.
The Secretary notifies the lender
whether the loan will be guaranteed
and of the amount of the guarantee. No
disbursement on a loan made prior to
the Secretary’s approval of that loan is
covered by the guarantee.

(b) The Secretary issues a guarantee
on a Federal GSL loan in reliance on
the implied representations of the
lender that all requirements for the
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