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§ 60.21 Refunds. 

(a) Student authorization. By applying 
for a HEAL loan, a student authorizes 
a participating school to make pay-
ment of a refund that is allocable to a 
HEAL loan directly to the original 
lender (or to a subsequent holder of the 
loan note, if the school has knowledge 
of the holder’s identity). 

(b) Treatment by lenders or holders. (1) 
A holder of a HEAL loan must treat a 
refund payment received from a HEAL 
school as a downward adjustment in 
the principal amount of the loan. 

(2) When a lender receives a school 
refund check for a loan it no longer 
holds, the lender must transfer that 
payment to the holder of the loan and 
either inform the borrower about the 
refund check and where it was sent or, 
if the borrower’s address is unknown, 
notify the current holder that the bor-
rower was not informed. The current 
holder must provide the borrower with 
a written notice of the refund payment. 

(Approved by the Office of Management and 
Budget under control number 0915–0108) 

[48 FR 38988, Aug. 26, 1983, as amended at 57 
FR 28795, June 29, 1992]

Subpart D—The Lender and Holder

§ 60.30 Which organizations are eligi-
ble to apply to be HEAL lenders 
and holders? 

(a) A HEAL lender may make and 
hold loans under the HEAL program. 

(b) The following types of organiza-
tions are eligible to apply to the Sec-
retary to be HEAL lenders: 

(1) A financial or credit institution 
(including a bank, savings and loan as-
sociation, credit union, or insurance 
company) which is subject to examina-
tion and supervision in its capacity as 
a lender by an agency of the United 
States or of the State in which it has 
its principal place of business; 

(2) A pension fund approved by the 
Secretary; 

(3) An agency or instrumentality of a 
State; 

(4) A HEAL school; and 
(5) A private nonprofit entity, des-

ignated by the State, regulated by the 
State, and approved by the Secretary. 

(c) The following types of organiza-
tions are eligible to apply to the Sec-
retary to be HEAL holders: 

(1) Public entities in the business of 
purchasing student loans; 

(2) The Student Loan Marketing As-
sociation (popularly known as ‘‘Sallie 
Mae’’); and 

(3) Other eligible lenders. 
(d) HEAL holders must comply with 

any provisions in the regulations re-
quired of HEAL lenders including, but 
not limited to, provisions regarding ap-
plications, contracts, and due dili-
gence. 

[48 FR 38988, Aug. 26, 1983, as amended at 57 
FR 28795, June 29, 1992]

§ 60.31 The application to be a HEAL 
lender or holder. 

(a) In order to be a HEAL lender or 
holder, an eligible organization must 
submit an application to the Secretary 
annually. 

(b) In determining whether to enter 
into an insurance contract with an ap-
plicant and what the terms of that con-
tract should be, the Secretary may 
consider the following criteria: 

(1) Whether the applicant is capable 
of complying with the requirements in 
the HEAL regulations applicable to 
lenders and holders; 

(2) The amount and rate of loans 
which are currently delinquent or in 
default, if the applicant has had prior 
experience with similar Federal or 
State student loan programs; and 

(3) The financial resources of the ap-
plicant. 

(c) The applicant must develop and 
follow written procedures for making, 
servicing and collecting HEAL loans. 
These procedures must be reviewed 
during the biennial audit required by 
§ 60.42(d). If the applicant uses proce-
dures more stringent than those re-
quired by §§ 60.34 and 60.35 for its other 
loans of comparable dollar value, on 
which it has no Federal, State, or other 
third party guarantee, it must include 
those more stringent procedures in its 
written procedures for servicing and 
collecting its HEAL loans. 

(d) The applicant must submit suffi-
cient materials with his or her applica-
tion to enable the Secretary to fairly 
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