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IV, part E of the HEA at any institu-
tion. 

(Authority: 20 U.S.C. 1087dd) 

[59 FR 61407, Nov. 30, 1994, as amended at 64 
FR 58309, Oct. 28, 1999] 

§ 674.13 Reimbursement to the Fund. 
(a) The Secretary may require an in-

stitution to reimburse its Fund in an 
amount equal to that portion of the 
outstanding balance of— 

(1) A loan disbursed by the institu-
tion to a borrower in excess of the 
amount that the borrower was eligible 
to receive, as determined on the basis 
of information the institution had, or 
should have had, at the time of dis-
bursement; or 

(2) Except as provided in paragraph 
(b) of this section, a defaulted loan 
with regard to which the institution 
failed— 

(i) To record or retain the loan note 
in accordance with the requirements of 
this part; 

(ii) To record advances on the loan 
note in accordance with the require-
ments of this part; or 

(iii) To exercise due diligence in col-
lecting in accordance with the require-
ments of this part. 

(b) The Secretary does not require an 
institution to reimburse its Fund for 
the portion of the outstanding balance 
of a defaulted loan described in para-
graph (a)(2) of this section— 

(1) That the institution— 
(i) Recovers from the borrower or en-

dorser; or 
(ii) Demonstrates, to the Secretary’s 

satisfaction, would not have been col-
lected from the borrower even if the in-
stitution complied in a timely manner 
with the due diligence requirements of 
subpart C of this part; or 

(2) On which the institution obtains a 
judgment. 

(c) An institution that is required to 
reimburse its Fund under paragraph (a) 
of this section shall also reimburse the 
Fund for the amount of the administra-
tive cost allowance claimed by the in-
stitution for that portion of the loans 
to be reimbursed. 

(d) An institution that reimburses its 
Fund under paragraph (a) of this sec-
tion thereby acquires for its own ac-
count all the right, title and interest of 

the Fund in the loan for which reim-
bursement has been made. 

(Approved by the Office of Management and 
Budget under control number 1845–0019) 

(Authority: 20 U.S.C. 1087dd–1087hh) 

[52 FR 45747, Dec. 1, 1987, as amended at 59 
FR 61407, Nov. 30, 1994; 64 FR 58315, Oct. 28, 
1999; 65 FR 65614, Nov. 1, 2000] 

§§ 674.14–674.15 [Reserved] 

§ 674.16 Making and disbursing loans. 
(a)(1) Before an institution makes its 

first disbursement to a student, the 
student shall sign the promissory note 
and the institution shall provide the 
student with the following informa-
tion: 

(i) The name of the institution and 
the address to which communications 
and payments should be sent. 

(ii) The principal amount of the loan 
and a statement that the institution 
will report the amount of the loan to a 
national credit bureau at least annu-
ally. 

(iii) The stated interest rate on the 
loan. 

(iv) The yearly and cumulative max-
imum amounts that may be borrowed. 

(v) An explanation of when repay-
ment of the loan will begin and when 
the borrower will be obligated to pay 
interest that accrues on the loan. 

(vi) The minimum and maximum re-
payment terms which the institution 
may impose and the minimum monthly 
repayment required. 

(vii) A statement of the total cumu-
lative balance owed by the student to 
that institution, and an estimate of the 
monthly payment amount needed to 
repay that balance. 

(viii) Special options the borrowers 
may have for loan consolidation or 
other refinancing of the loan. 

(ix) The borrower’s right to prepay 
all or part of the loan, at any time, 
without penalty, and a summary of the 
circumstances in which repayment of 
the loan or interest that accrues on the 
loan may be deferred or canceled in-
cluding a brief notice of the Depart-
ment of Defense program for repay-
ment of loans on the basis of specified 
military service. 

(x) A definition of default and the 
consequences to the borrower, includ-
ing a statement that the institution 
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