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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

assistance programs; and 
(ii) Conformance with sound business 

practices. 

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

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

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

§ 682.602 [Reserved]

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

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

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

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

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

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

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

(d) A school may not certify a Staf-
ford or PLUS loan application, or com-
bination of loan applications, for a loan 
amount that— 
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(1) The school has reason to know 
would result in the borrower exceeding 
the annual or maximum loan amounts 
in § 682.204; or 

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

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

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

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

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

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

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

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

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

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

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

(B) The academic year as defined by 
the school in accordance with 34 CFR 
668.3. 

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

(i) Generally an academic year, as de-
fined by 34 CFR 668.3, except that a 
guaranty agency may allow a school to 
use a longer period of time, not to ex-
ceed 12 months, corresponding to the 
period to which the agency applies the 

annual loan limits under 
§ 682.401(b)(2)(ii); or 

(ii) For a defaulted borrower who has 
regained eligibility under § 682.401(b)(4), 
the academic year in which the bor-
rower regained eligibility. 

(3) In certifying a Stafford or SLS 
loan amount in accordance with 
§ 682.204— 

(i) A program of study must be con-
sidered at least one full academic year 
if— 

(A) The number of weeks of instruc-
tion time is at least 30 weeks; and 

(B) The number of clock hours is at 
least 900, the number of semester or 
trimester hours is at least 24, or the 
number of quarter hours is at least 36. 

(ii) A program of study must be con-
sidered two-thirds 2⁄3 of an academic 
year if— 

(A) The number of weeks of instruc-
tion time is at least 20 weeks; and 

(B) The number of clock hours is at 
least 600, the number of semester or 
trimester hours is at least 16, or the 
number of quarter hours is at least 24. 

(iii) A program of study must be con-
sidered one-third 1⁄3 of an academic 
year if— 

(A) The number of weeks of instruc-
tion time is at least 10 weeks; and 

(B) The number of clock hours is at 
least 300, the number of semester or 
trimester hours is at least 8, or the 
number of quarter hours is at least 12. 

(4) In prorating a loan amount for a 
student enrolled in a program of study 
with less than a full academic year re-
maining, the school need not recal-
culate the amount of the loan if the 
number of hours for which an eligible 
student is enrolled changes after the 
school certifies the loan. 

(g)(1) A school must cease certifying 
loans based on the exceptions in 
§ 682.604(c)(5)(i) and § 682.604(c)(10)(i) no 
later than— 

(i) 30 days after the date the school 
receives notification from the Sec-
retary of an FFEL cohort default rate, 
calculated under subpart M of 34 CFR 
part 668, that causes the school to no 
longer meet the qualifications outlined 
in those paragraphs; or 

(ii) October 1, 2002. 
(2) A school must cease certifying 

loans based on the exceptions in 
§ 682.604(c)(5)(ii) and § 682.604(c)(10)(ii) 

VerDate Jan<31>2003 11:12 Jul 17, 2003 Jkt 200130 PO 00000 Frm 00794 Fmt 8010 Sfmt 8010 Y:\SGML\200130T.XXX 200130T



795

Off. of Postsecondary Educ., Education § 682.604

no later than 30 days after the date the 
school receives notification from the 
Secretary of an FFEL cohort default 
rate, calculated under subpart M of 34 
CFR part 668, that causes the school to 
no longer meet the qualifications out-
lined in those paragraphs. 

(h) A school may not assess the bor-
rower, or the student in the case of a 
PLUS loan, a fee for the completion or 
certification of any FFEL Program 
form or information or for providing 
any information necessary for a stu-
dent or parent to receive a loan under 
part B of the Act or any benefits asso-
ciated with such a loan. 

(i) Requesting loan proceeds. Pursuant 
to paragraph (b)(3) of the section, a 
school may not request the disburse-
ment by the lender for loan proceeds 
earlier than the period specified in 
§ 668.167. 

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

(Authority: 20 U.S.C. 1077, 1078, 1078–1, 1078–2, 
1082, 1085, 1094) 

[57 FR 60323, Dec. 18, 1992, as amended at 58 
FR 9120, Feb. 19, 1993; 59 FR 33358, June 28, 
1994; 59 FR 61722, Dec. 1, 1994; 60 FR 61757, 
Dec. 1, 1995; 61 FR 60609, Nov. 29, 1996; 64 FR 
18981, Apr. 16, 1999; 64 FR 58963, Nov. 1, 1999; 
65 FR 65650, Nov. 1, 2000; 66 FR 34764, June 29, 
2001; 67 FR 67080, Nov. 1, 2002]

§ 682.604 Processing the borrower’s 
loan proceeds and counseling bor-
rowers. 

(a) General. (1) This section estab-
lishes rules governing a school’s proc-
essing of a borrower’s Stafford or 
PLUS loan proceeds, and for counseling 
borrowers. The school shall also com-
ply with any rules for processing a loan 
contained in 34 CFR part 668. 

(2) Prior to a school delivering or 
crediting an FFEL loan account by 
EFT or master check, the school must 
provide the student or parent borrower 
with the notice as described under 
§ 668.165. 

(3) Except as provided in § 668.167, if 
the school is placed under the reim-
bursement payment method, a school 
shall not disburse a loan. 

(b) Releasing loan proceeds. (1) Except 
as provided in § 682.207(b)(1)(v)(C)(1) and 
(D)(1), the proceeds of a Stafford or 
PLUS loan disbursed using electronic 

transfer of funds must be sent directly 
to the school by the lender. 

(2)(i) Except in the case of a late dis-
bursement under paragraph (e) of this 
section or as provided in paragraph 
(b)(2)(iii) or (iv) of this section, a 
school may release the proceeds of any 
disbursement of a loan only to a stu-
dent whom the school determines has 
maintained continuous eligibility in 
accordance with the provisions of 
§ 682.201 for the loan period certified by 
the school on the student’s loan appli-
cation. 

(ii) [Reserved] 
(iii) If, after the proceeds of the first 

disbursement are transmitted to the 
student, the student becomes ineligible 
due solely to the school’s loss of eligi-
bility to participate in the Title IV 
programs, the school may transmit the 
proceeds of the second or subsequent 
disbursement to the borrower as per-
mitted by § 668.26. 

(iv) If, prior to the transmittal of the 
proceeds of a disbursement to the stu-
dent, the student temporarily ceases to 
be enrolled on at least a half-time 
basis, the school may transmit the pro-
ceeds of that disbursement and any 
subsequent disbursement to the stu-
dent if the school subsequently deter-
mines and documents in the student’s 
file— 

(A) That the student has resumed en-
rollment on at least a half-time basis; 

(B) The student’s revised cost of at-
tendance; and 

(C) That the student continues to 
qualify for the entire amount of the 
loan, notwithstanding any reduction in 
the student’s cost of attendance caused 
by the student’s temporary cessation 
of enrollment on at least a half-time 
basis. 

(c) Processing of the loan proceeds by 
the school. (1) Except as provided in 
paragraph (c)(3) of this section, if a 
school receives a borrower’s loan pro-
ceeds, it shall hold the funds until the 
student has registered for classes for 
the period of enrollment for which the 
loan is intended and then follow the 
procedures in paragraph (c) (2) of this 
section. 

(2)(i) Except as provided in 
§ 682.207(b)(1)(v)(C)(1) and (D)(1), after 
the student has registered, if the loan 
proceeds are disbursed by means of a 
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