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one other eligible loan made before or
after the existing Consolidation loan
that will be consolidated; and

(4) If the consolidation loan has been
submitted to the guaranty agency for
default aversion, the borrower may ob-
tain a subsequent consolidation loan
under the Federal Direct Consolidation
Loan Program for purposes of obtain-
ing an income contingent repayment
plan.

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

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 25745, May 17, 1994; 59 FR 33349, June 28,
1994; 59 FR 61215, Nov. 29, 1994; 60 FR 61756,
61815, Dec. 1, 1995; 60 FR 65021, Dec. 18, 1995;
62 FR 63433, Nov. 28, 1997; 64 FR 18975, Apr. 16,
1999; 64 FR 58952, Nov. 1, 1999; 66 FR 65619,
65691, Nov. 1, 2000; 66 FR 44007, Aug. 21, 2001;
68 FR 75428, Dec. 31, 2003; 71 FR 45699, Aug. 9,
2006; 71 FR 64397, Nov. 1, 2006]

§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) 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 is signed, has
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 is
signed, has no outstanding balance on
any FFEL Program loan, and the first
disbursement is 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
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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 is made before Octo-
ber 1, 1992—

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

(B) If the borrower, on the date the
promissory note evidencing the loan is
signed, has an outstanding balance of
principal or interest on a PLUS or SLS
loan made for a period of enrollment
beginning on or after July 1, 1988, or on
a Consolidation loan that repaid a loan
made for a period of enrollment 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.

(iv) For a Stafford loan for which the
first disbursement is made on or after
October 1, 1992, but before December 20,
1993, if the borrower, on the date the
promissory note evidencing the loan is
signed, has no outstanding balance on
a Stafford loan but has an outstanding
balance of principal or interest on a
PLUS, SLS, or Consolidation loan, the
interest rate is 8 percent.

(v) For a Stafford loan for which the
first disbursement is made on or after
December 20, 1993 and prior to July 1,
1994, if the borrower, on the date the
promissory note is signed, has no out-
standing balance on a Stafford loan but
has an outstanding balance of principal
or interest on a PLUS, SLS, or Consoli-
dation 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 is made on or after
July 1, 1994 and prior to July 1, 1995, for
a period of enrollment that includes or
begins on or after July 1, 1994, the in-
terest rate is a variable rate, applica-
ble to each July 1-June 30 period, that
equals the lesser of—
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(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 is 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 is made on or
after July 1, 1998, and prior to July 1,
2006, 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 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 is made on or after
July 1, 2006, the interest rate is 6.8 per-
cent.

(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 loan made under §682.209
(e) or (f), 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 3.25 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-
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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.

(iv) For a loan for which the first dis-
bursement is 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
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) 9 percent.

(v) For a loan for which the first dis-
bursement is 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.
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(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,
and for any loan made under §682.209
(e) or (f), 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
b2-week Treasury bills auctioned at the
final auction prior to the June 1 imme-
diately preceding the July 1-June 30
period, plus 3.25 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) Consolidation 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.
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(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.

(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,
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
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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
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
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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—

(I) The applicable interest rate minus
the sum of the average of the bond
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
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(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)(6)(ii)
of this section for any period prior to
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.

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

34 CFR Ch. VI (7-1-07 Edition)

(2) Except as provided in paragraph
(b)(4) of this section, a lender may cap-
italize interest payable by the bor-
rower 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;

(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 wunder 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)(1) 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 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
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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)(i)
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) For Stafford loans first disbursed
on or after July 1, 2010, a lender may
not charge a borrower an origination
fee.

(vii) 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
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
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comparable to that defined in para-
graph (¢)(2)(i) of this section.

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

(4)(1) 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 para-
graph(c)(4)(i) charges a lower origina-
tion 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) Shall charge a borrower an origi-
nation fee on a PLUS loan of 3 percent
of the principal amount of the loan;

(6) Shall deduct a pro rata portion of
the fee (if charged) from each disburse-
ment; and

(7) Shall refund by a credit against
the borrower’s loan balance the portion
of the origination fee previously de-
ducted from the loan that is attrib-
utable 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

(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

655



§682.203

(iv) For which loan proceeds dis-
bursed by electronic funds transfer or
master check in accordance with
§682.207(b)(1)(ii) (B) and (C) have not
been released from the restricted ac-
count maintained 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, other than an SLS or
PLUS loan refinanced under §682.209(e)
or (f), a lender may charge the bor-
rower the amount of the Federal de-
fault fee paid by the lender to the guar-
antor (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) Administrative charge for a refi-
nanced PLUS or SLS Loan. A lender
may charge a borrower up to $100 to
cover the administrative costs of mak-
ing a loan to a borrower under
§682.209(e) for the purpose of refi-
nancing a PLUS or SLS loan to secure
a variable interest rate.

(f) 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 (f)(2) of this sec-
tion. 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.

(g) 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’s fees;

(ii) Court costs; and

(iii) Telegrams.

(2) The costs referred to in paragraph
(2)(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).

(h) 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, 1087-1, 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]

§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
student who has not successfully com-
pleted the first year of a program of
undergraduate education, the total
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