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§682.701

contract with an eligible lender to ad-
minister any aspect of the lender’s
FFEL programs. The regulations in
this subpart apply to a lender or third-
party servicer that violates any statu-
tory provision governing the FFEL
programs or any regulations, special
arrangements, agreements, or limita-
tions entered into under the authority
of statutes applicable to Title IV of the
HEA prescribed under the FFEL pro-
grams. These regulations apply to lend-
ers that participate only in a guaranty
agency program, lenders that partici-
pate in the FFEL programs, and third-
party servicers that administer aspects
of a lender’s FFELP portfolio. These
regulations also govern the Secretary’s
disqualification of a lender from par-
ticipation in the FFEL programs under
section 432(h)(2) of the Act.

(b) This subpart does not apply—

(1)(A) To a determination that an or-
ganization fails to meet the definition
of ‘“‘eligible lender’’ in section 435(d)(1)
of the Act or the definition of ‘‘lender”
in §682.200, for any reason other than a
violation of the prohibitions in section
435(d)(5) of the Act; or

(ii) To a determination that an orga-
nization fails to meet the standards in
§682.416; or

(2) To an administrative action by
the Department of Education based on
any alleged violation of—

(i) The Family Educational Rights
and Privacy Act of 1974 (section 438 of
the General Education Provisions Act),
which is governed by 34 CFR part 99;

(ii) Title VI of the Civil Rights Act of
1964, which is governed by 34 CFR parts
100 and 101;

(iii) Section 504 of the Rehabilitation
Act of 1973 (relating to discrimination
on the basis of handicap), which is gov-
erned by 34 CFR part 104; or

(iv) Title IX of the Education Amend-
ments of 1972 (relating to sex discrimi-
nation), which is governed by 34 CFR
part 106.

(¢c) This subpart does not supplant
any rights or remedies that the Sec-
retary may have against participating
lenders under other authorities.

(Authority: 20 U.S.C. 1080, 1082, 1085, 1094)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 22456, Apr. 29, 1994; 78 FR 65822, Nov. 1,
2013]

34 CFR Ch. VI (7-1-23 Edition)

§682.701 Definitions of terms used in
this subpart.

The following definitions apply to
terms used in this subpart:

Designated Departmental Official: An
official of the Department of Education
to whom the Secretary has delegated
the responsibility for initiating and
pursuing disqualification or limitation,
suspension, or termination pro-
ceedings.

Disqualification. The removal of a
lender’s eligibility for an indefinite pe-
riod of time by the Secretary on review
of limitation, suspension, or termi-
nation action taken against the lender
by a guaranty agency.

Limitation. The continuation of a
lender’s or third-party servicer’s eligi-
bility subject to compliance with spe-
cial conditions established by agree-
ment with the Secretary or a guaranty
agency, as applicable, or imposed as
the result of a limitation or termi-
nation proceeding.

Suspension. The removal of a lender’s
eligibility, or a third-party servicer’s
eligibility to contract with a lender or
guaranty agency, for a specified period
of time or until the lender or servicer
fulfills certain requirements.

Termination. (1) The removal of a
lender’s eligibility for an indefinite pe-
riod of time—

(i) By a guaranty agency; or

(ii) By the Secretary, based on an ac-
tion taken by the Secretary, or a des-
ignated Departmental official under
§682.706; or

(2) The removal of a third-party
servicer’s eligibility to contract with a
lender or guaranty agency for an in-
definite period of time by the Sec-
retary based on an action taken by the
Secretary, or a designated Depart-
mental official under §682.706.

(Authority: 20 U.S.C. 1080, 1082, 1085, 1094)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 22457, Apr. 29, 1994; 78 FR 65822, Nov. 1,
2013]

§682.702 Effect on participation.

(a) Limitation, suspension, or termi-
nation proceedings by the Secretary do
not affect a lender’s responsibilities or
rights to benefits and claim payments
that are based on the lender’s prior
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participation in the program, except as
provided in §682.709.

(b) A limitation imposes on a lend-
er—

(1) A limit on the number or total
amount of loans that a lender may pur-
chase or hold under the FFEL Pro-
gram; or

(2) Other reasonable requirements or
conditions, including those described
in §682.709.

(c) A limitation imposes on a third-
party servicer—

(1) A limit on the number of loans or
accounts or total amount of loans that
the servicer may service;

(2) A limit on the number of loans or
accounts or total amount of loans that
the servicer is administering under its
contract with a lender or guaranty
agency; or

(3) Other reasonable requirements or
conditions, including those described
in §682.709.

(Authority: 20 U.S.C. 1080, 1082, 1085, 1094)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 22457, Apr. 29, 1994; 78 FR 65822, Nov. 1,
2013]

§682.703 Informal compliance proce-
dure.

(a) The Secretary may use the infor-
mal compliance procedure in paragraph
(b) of this section if the Secretary re-
ceives a complaint or other reliable in-
formation indicating that a lender or
third-party servicer may be in viola-
tion of applicable laws, regulations,
special arrangements, agreements, or
limitations entered into under the au-
thority of statutes applicable to Title
IV of the HEA.

(b) Under the informal compliance
procedure, the Secretary gives the
lender or servicer a reasonable oppor-
tunity to—

(1) Respond to the complaint or infor-
mation; and

(2) Show that the violation has been
corrected or submit an acceptable plan
for correcting the violation and pre-
venting its recurrence.

(c) The Secretary does not delay lim-
itation, suspension, or termination
procedures during the informal compli-
ance procedure if—

(1) The delay would harm the FFEL
programs; or

§682.704

(2) The informal compliance proce-
dure will not result in correction of the
alleged violation.

(Authority: 20 U.S.C. 1080, 1082, 1085, 1094)

[67 FR 60323, Dec. 18, 1992, as amended at 59
FR 22457, Apr. 29, 1994]

§682.704 Emergency action.

(a) The Secretary, or a designated
Departmental official, may take emer-
gency action to withhold payment of
interest benefits and special allowance
to a lender if the Secretary—

(1) Receives reliable information that
the lender or a third-party servicer
with which the lender contracts is in
violation of applicable laws, regula-
tions, special arrangements, agree-
ments, or limitations entered into
under the authority of statutes appli-
cable to Title IV of the HEA pertaining
to the lender’s portfolio of loans;

(2) Determines that immediate ac-
tion is necessary to prevent the likeli-
hood of substantial losses by the Fed-
eral Government, parent borrowers, or
students; and

(3) Determines that the likelihood of
loss exceeds the importance of fol-
lowing the procedures for limitation,
suspension, or termination.

(b) The Secretary begins an emer-
gency action by notifying the lender or
third-party servicer, by certified mail,
return receipt requested, of the action
and the basis for the action.

(c) The action becomes effective on
the date the notice is mailed to the
lender or third-party servicer.

(d)(1) An emergency action does not
exceed 30 days unless a limitation, sus-
pension, or termination proceeding is
begun before that time expires.

(2) If a limitation, suspension, or ter-
mination proceeding is begun before
the expiration of the 30-day period—

(i) The emergency action may be ex-
tended until completion of the pro-
ceeding, including any appeal to the
Secretary; and

(ii) Upon the written request of the
lender or third-party servicer, the Sec-
retary may provide the lender or
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