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(5) The financial resources of the ap-
plicant; and

(6) In the case of a school that is
seeking approval as a lender, its ac-
creditation status.

(c) The Secretary may require an ap-
plicant to submit sufficient materials
with its application so that the Sec-
retary may fairly evaluate it in accord-
ance with the criteria in this section.

(d)(1) If the Secretary decides not to
approve the application for a guarantee
agreement, the Secretary’s response in-
cludes the reason for the decision.

(2) The Secretary provides the lender
an opportunity for the lender to meet
with a designated Department official
if the lender wishes to appeal the Sec-
retary’s decision.

(3) However, the Secretary need not
explain the reasons for the denial or
grant the lender an opportunity to ap-
peal if the lender submits its applica-
tion within six months of a previous
denial.

(Authority: 30 U.S.C. 1078-1, 1078-2, 1078-3,
1079, 1082)

§682.503 The guarantee agreement.

(a)(1) To participate in the Federal
GSL programs, a lender must have a
guarantee agreement with the Sec-
retary. The Secretary does not guar-
antee a loan unless it is covered by
such an agreement.

(2) In general, under a guarantee
agreement the lender agrees to comply
with all laws, regulations, and other
requirements applicable to its partici-
pation as a lender in the Federal GSL
programs. In return, the Secretary
agrees to guarantee each eligible Fed-
eral GSL loan held by the lender
against the borrower’s default, death,
total and permanent disability, or
bankruptcy.

(3) The Secretary may include in an
agreement a limit on the duration of
the agreement and the number or
amount of Federal GSL loans the lend-
er may make or hold.

(b)(1) Except as otherwise approved
by the Secretary, a guarantee agree-
ment with a school lender limits the
Federal GSL loans made by that school
lender that will be covered by the Fed-
eral guarantee to those loans made to
students, or to parents borrowing on
behalf of students, who are—

§682.505

(i) In attendance at that school;

(ii) In attendance at other schools
under the same ownership as that
school; or

(iii) Employees or dependents of em-
ployees, or whose parents are employ-
ees, of that school lender or other
schools under the same ownership,
under circumstances the Secretary
considers appropriate for loan guaran-
tees.

(2) The Secretary may on a school-
by-school basis impose limits under
paragraph (b)(1)(iii) of this section on a
school lender that makes loans to stu-
dents or to parents of students in at-
tendance at other schools under the
same ownership, or to employees, or to
dependents or parents of employees, of
those other schools.

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

§682.504 Issuance
guarantees.

(a) A lender having a guarantee
agreement shall submit an application
to the Secretary for a Federal loan
guarantee on each intended loan that
the lender determines to be eligible for
a guarantee. The application must be
on a form prescribed by the Secretary.
The Secretary notifies the Ilender
whether the loan will be guaranteed
and of the amount of the guarantee. No
disbursement on a loan made prior to
the Secretary’s approval of that loan is
covered by the guarantee.

(b) The Secretary issues a guarantee
on a Federal GSL loan in reliance on
the implied representations of the
lender that all requirements for the
initial eligibility of the loan for guar-
antee coverage have been met. As de-
scribed in §682.513, the continuance of
the guarantee is conditioned upon com-
pliance by all holders of the loan with
the regulations in this part.

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

of Federal loan

§682.505 Insurance premium.

(a) General. The Secretary charges
the lender an insurance premium for
each Federal GSL Program loan that is
guaranteed, except that no insurance
premium is charged on a Federal Con-
solidation loan, or on a Federal SLS or
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§682.506

Federal
§682.209(f).

(b) Rate. The rate of the insurance
premium is one-fourth of one percent
per year of the loan principal, exclud-
ing interest or other charges that may
have been added to the principal.

(c) FISL loans—insurance premium cal-
culation. (1) The insurance premium for
FISL loans is calculated by—

(i) Counting the number of months
beginning with the month following
the month in which each disbursement
on the loan is to be made and ending 12
months after the borrower’s antici-
pated graduation from the school for
attendance at which the loan is sought;

(ii) Dividing one-fourth of one per-
cent of the principal amount of the
loan by 12; and

(iii) Multiplying the result obtained
in paragraph (c)(1)(i) of this section by
that obtained in paragraph (c)(1)(ii) of
this section.

(2) If the lender disburses the loan in
multiple installments, the insurance
premium is calculated for each dis-
bursement from the month following
the month that the disbursement is
made.

(d) Federal PLUS and SLS Loans—in-
surance premium calculation. The insur-
ance premium for a Federal PLUS or
SLS loan is calculated by—

(1) Using the projected repayment pe-
riod as a base;

(2) Amortizing the loan in equal
monthly installments over the repay-
ment period;

(3) Determining one-fourth of one
percent of each monthly declining
principal balance; and

(4) Computing the total of monthly
amounts calculated under paragraph
(d)(3) of this section.

(e) Collection from lenders. (1) The Sec-
retary may bill the lender for the in-
surance premium or may require the
lender to pay the insurance premium
to the Secretary at the time of dis-
bursement of the loan. At the Sec-
retary’s discretion, the Secretary may
alternatively collect the insurance pre-
mium by offsetting it against amounts
payable by the Secretary to the lender.

(2) The Secretary’s guarantee on a
loan ceases to be effective if the lender
fails to pay the insurance premium
within 60 days of the date payment is

PLUS loan made under
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due. However, the Secretary may ex-
cuse late payment of an insurance pre-
mium and reinstate the guarantee cov-
erage on a loan if the Secretary is sat-
isfied that at the time the premium is
paid—

(i) The loan is not in default and the
borrower is not delinquent in making
installment payments; or

(ii) The loan is in default, or the bor-
rower is delinquent, under cir-
cumstances where the borrower has en-
tered the repayment period without
the lender’s knowledge.

(f) Collection from borrowers. The lend-
er may pass along the cost of the insur-
ance premium to the borrower. If it
does so, the insurance premium must
be deducted from each disbursement of
the loan in an amount proportionate to
that disbursement’s contribution to
the premium amount.

(g) Refund provisions. The insurance
premium is not refundable by the Sec-
retary and need not be refunded by the
lender to the borrower, even if the bor-
rower prepays, defaults, dies, becomes
totally and permanently disabled, or
files a petition in bankruptcy.

(Authority: 20 U.S.C. 1077, 1078-1, 1078-2, 1078-
3, 1079, 1082)

[67 FR 60323, Dec. 18, 1992, as amended at 64
FR 18981, Apr. 16, 1999; 68 FR 75429, Dec. 31,
2003]

§682.506 Limitations on
loan amounts.

maximum

(a) The Secretary does not guarantee
a FISL, Federal SLS, or Federal PLUS
loan in an amount that would—

(1) Result in an annual loan amount
in excess of the student’s estimated
cost of attendance for the period of en-
rollment for which the loan is intended
less—

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

(ii) The student’s expected family
contribution for that period, in the
case of a FISL loan; or

(2) Result in an annual or aggregate
loan amount in excess of the permis-
sible annual and aggregate loan limits
described in §682.204.

(b) The Secretary does not guarantee
a Federal Consolidation loan in an
amount greater than that required to

818



