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later than 30 days after the first day of 
the next scheduled term. 

(b) The school must use the with-
drawal date determined under 
§ 668.22(b) or (c), as applicable for the 
purpose of reporting to the lender the 
date that the student has withdrawn 
from the school. 

(c) For the purpose of a school’s re-
porting to a lender, a student’s with-
drawal date is the month, day and year 
of the withdrawal date. 

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

[60 FR 61757, Dec. 1, 1995, as amended at 64 
FR 58965, 59043, Nov. 1, 1999]

§ 682.606 [Reserved]

§ 682.607 Payment of a refund or a re-
turn of title IV, HEA program funds 
to a lender upon a student’s with-
drawal. 

(a) General. By applying for a FFEL 
loan, a borrower authorizes the school 
to pay directly to the lender that por-
tion of a refund or return of title IV, 
HEA program funds from the school 
that is allocable to the loan upon the 
borrower’s withdrawal. A school— 

(1) Must pay that portion of the stu-
dent’s refund or return of title IV, HEA 
program funds that is allocable to a 
FFEL loan to— 

(i) The original lender; or 
(ii) A subsequent holder, if the loan 

has been transferred and the school 
knows the new holder’s identity; and 

(2) Must provide simultaneous writ-
ten notice to the borrower if the school 
makes a payment of a refund or a re-
turn of title IV, HEA program funds to 
a lender on behalf of that student. 

(b) Allocation of a refund or returned 
title IV, HEA program funds. In deter-
mining the portion of a refund or the 
return of title IV, HEA program funds 
upon a student’s withdrawal for an aca-
demic period that is allocable to a 
FFEL loan received by the borrower 
for that academic period, the school 
must follow the procedures established 
in part 668 for allocating a refund or re-
turn of title IV, HEA program funds. 

(c) Timely payment. A school must 
pay a refund or a return of title IV, 
HEA program funds that is due in ac-

cordance with the timeframe in 
§ 668.22(j). 

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

[64 FR 59043, Nov. 1, 1999]

§ 682.608 Termination of a school’s 
lending eligibility. 

(a) General. The Secretary may ter-
minate a school’s eligibility to make 
loans under this part if the school 
reaches the 15 percent limit on loan de-
faults described in paragraph (b) of this 
section. 

(b) The 15 percent limit. (1) The Sec-
retary may terminate a school’s eligi-
bility to make loans if at the end of 
each of the 2 most recent consecutive 
Federal fiscal years for which data are 
available, the total amount of loans de-
scribed in paragraph (b)(1)(i) of this 
section is equal to or greater than 15 
percent of the total amount of loans 
described in paragraph (b)(1)(ii) of this 
section as follows: 

(i) The original principal amount of 
all loans the school has ever made that 
went into default during that period. 

(ii) The original principal amount of 
all loans the school has ever made, in-
cluding loans in deferment status 
that— 

(A) Were in repayment status at the 
beginning of that period; or 

(B) Entered repayment status during 
that period. 

(2) In making the determination 
under this section, the Secretary con-
siders the status of all FFEL loans 
made by the school whether the loans 
are held by the school or by a subse-
quent holder. 

(c) Exception based on hardship. The 
Secretary does not terminate a 
school’s lending eligibility under para-
graphs (a) and (b) of this section if the 
Secretary determines that the termi-
nation would result in a hardship for 
the school or its students. The Sec-
retary makes this determination if the 
school shows that— 

(1) Termination is not justified in 
light of recent improvements the 
school has made in its collection capa-
bilities that will reduce the school’s 
loan default rate significantly within 
the next year. Examples of these im-
provements include— 
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(i) Adopting more efficient collection 
procedures; or 

(ii) Employing increased collection 
staff; or 

(2) Termination would cause a sub-
stantial hardship to the school’s cur-
rent or prospective students or their 
parents based on— 

(i) The extent to which the school 
provides, and expects to continue to 
provide educational opportunities to 
economically disadvantaged students 
as measured by the percentage of stu-
dents enrolled at the school who— 

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

(B) Would not be able to enroll or 
continue their enrollment at that 
school without a loan from the school; 
and 

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

(ii) The extent to which the school 
offers educational programs that— 

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

(B) Would not be available to some 
students if they or their parents could 
not obtain loans from the school; and 

(iii) The quality of improvements the 
school has made in its— 

(A) Management of student financial 
assistance programs; and 

(B) Conformance with sound business 
practices. 

(d) Termination procedures. (1) The 
Secretary notifies the school of the 
proposed termination of its lending eli-
gibility and provides an opportunity 
for a hearing before the Secretary ter-
minates the school under this section. 

(2) The Secretary or his designee be-
gins a termination action by sending a 
notice to the school. The notice is sent 
by certified mail with return receipt 
requested. The notice— 

(i) Informs the school of the intent to 
terminate the school’s lending eligi-
bility because of the school’s default 
experience; 

(ii) Specifies the proposed date the 
termination becomes effective; and 

(iii) Informs the school that it has 15 
days to— 

(A) Submit any written material it 
wants considered in determining 
whether its lending eligibility should 

be terminated under paragraphs (a) and 
(b) of this section, including written 
material in support of a hardship ex-
ception under paragraph (c) of this sec-
tion; or 

(B) Request an oral hearing to show 
why the school’s lending eligibility 
should not be terminated. 

(3) If the school does not request an 
oral hearing but submits written mate-
rial, the Secretary or the designated 
official considers that material and no-
tifies the school as to whether the ter-
mination action will be taken. 

(4) The Secretary or the designated 
official (presiding officer) schedules the 
date and place of a hearing for a school 
that has requested an oral hearing. The 
date of the hearing is at least 15 days 
from the date of receipt of the request. 
A presiding officer— 

(i) Conducts the hearing; 
(ii) Considers all written material 

presented before the hearing and any 
other material presented during the 
hearing; and 

(iii) Determines if termination of the 
school’s lending eligibility is war-
ranted. 

(5) The decision of the designated of-
ficial is subject to review by the Sec-
retary. 

(e) Effects of termination. A school 
that has its lending eligibility termi-
nated under this section may not— 

(1) Make further loans under this 
part until it has entered into a new 
guarantee agreement with the Sec-
retary; or 

(2) Enter into a new guarantee agree-
ment with the Secretary until at least 
one year after the school’s lending eli-
gibility has been terminated under this 
section. 

(f) Schools under the same ownership. If 
a school makes loans to students or 
parents of students in attendance at 
other schools under the same owner-
ship, the Secretary may make the de-
termination required by this section 
by— 

(1) Treating all of the schools as one 
school; or 

(2) Treating each school on an indi-
vidual basis. 

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