§682.508

(f) Litigation. (1) If a loan is in default
and the lender determines that the bor-
rower or an endorser has the ability to
repay the loan, the lender may bring
suit against the borrower or the en-
dorser to recover the amount of the un-
paid principal and interest, together
with reasonable attorneys’ fees, late
charges, and court costs.

(2) Prior to bringing suit the lender
shall—

(i) Obtain the Secretary’s approval;
and

(ii) Notify the borrower or endorser
in writing that it has received the Sec-
retary’s approval to bring suit on the
loan, and that unless the borrower or
endorser makes payments sufficient to
bring the account out of default the
lender will seek a judgment under
which the borrower or endorser will be
liable for payment of late charges, at-
torneys’ fees, collection agency
charges, court costs, and other reason-
able collection costs in addition to the
unpaid principal and interest on the
loan. The lender shall mail the notice
to the borrower or endorser by certified
mail, return receipt requested.

(3) The lender may bring suit if the
borrower or endorser does not make
payments sufficient to bring the ac-
count out of default within 10 days fol-
lowing the date of delivery of the no-
tice described in paragraph (f)(2)(ii) of
this section to the borrower or en-
dorser indicated on the receipt.

(4) A lender may first apply the pro-
ceeds of any judgment against its at-
torneys’ fees, court costs, collection
agency charges, and other reasonable
collection costs, whether or not the
judgment provides for these fees and
costs.

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

(Authority: 20 U.S.C. 1078-1, 1078-2, 1078-3,
1079, 1080, 1081, 1082, 1085)

[57 FR 60323, Dec. 18, 1992, as amended at 58
FR 9119, Feb. 19, 1993; 59 FR 33358, June 28,
1994; 64 FR 18981, Apr. 16, 1999; 64 FR 58965,
Nov. 1, 1999]

§682.508 Assignment of a loan.

(a) General. A Federal GSL loan may
not be assigned except to another eligi-
ble lender. For the purpose of this
paragraph, ‘“‘assigned’” means any kind
of transfer of an interest in the loan,
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including a pledge of such an interest
as security.

(b)(1) Procedure. If the assignment of
a FISL Program loan is to result in a
change in the identity of the party to
whom the borrower must send subse-
quent payments, the assignor and the
assignee of the loan shall, no later than
45 days from the date the assignee ac-
quires a legally enforceable right to re-
ceive payment from the borrower on
the assigned loan, provide separate no-
tices to the borrower of—

(i) The assignment;

(i) The identity of the assignee;

(iii) The name and address of the
party to whom subsequent payments
must be sent; and

(iv) The telephone numbers of both
the assignor and the assignee.

(2) The assignor and assignee shall
provide the notice required by para-
graph (b)(1) of this section separately.
Each notice must indicate that a cor-
responding notice will be sent by the
other party to the assignment.

(c) The Secretary’s approval. The ap-
proval of the Secretary is required
prior to the assignment of a note to an
eligible lender that has not entered
into a contract of insurance with the
Secretary under §682.503.

(d) Warranty. (1) Nothing in this sec-
tion precludes the buyer of a loan from
obtaining a warranty from the seller
covering certain future reductions by
the Secretary in computing the
amount of guaranteed loss, if any, on a
claim filed on the loan.

(2) The warranty may cover only re-
ductions that are attributable to an
act or failure to act of the seller or
other previous holder.

(3) The warranty may not cover mat-
ters the buyer is responsible for under
the regulations in this part.

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

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

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

§682.509 Special conditions for filing a
claim.

(a) A lender shall cease collection ac-
tivity on a loan and file a claim with
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