Issue 7
Proposed Regulatory Language

Team II - School-based Loan Issues

Origin: HEOA section 493 (h)

Issue: PPA: Preferred Lender Lists
Statutory cites: HEA section 487 (h)

Regulatory cites: New §668.14 (b) (28)

DCL GEN-08-12 cite: Page 70

Summary of issue: The HEOA adds a new requirement to the

Program Participation Agreement (PPA) for an institution

that enters into a preferred lender arrangement.

An institution that enters into a preferred lender
arrangement must—as a condition of program participation—
compile, maintain, and make available to students and their
families a list of the specific lenders for loans made
under a Title IV program and for private education loans
the institution recommends or promotes in accordance with
its lender arrangement. The institution must, at least
annually, compile and make the list available in print or

other medium.

In compiling, maintaining, and making available the

preferred lender list, an institution must:
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* disclose detailed information about the terms and
conditions of the loans offered by preferred lenders, as

required under section 153 (a) (2) (A) of the HEA;

* disclose why it entered into an arrangement with
each lender, particularly with respect to terms and

conditions or provisions favorable to the borrower;

e disclose that students and families of students do
not have to borrow from a lender on the preferred lender

list;

* ensure that the list contains at least three
unaffiliated lenders for FFEL loans and, 1f the institution
has a preferred lender list for private loans, at least two
unaffiliated lenders for those loans. The list must
specifically indicate whether a lender is or is not an
affiliate of each other lender on the list. If a lender 1is
an affiliate of another lender, the institution must

describe that affiliation;

e prominently disclose the method and criteria used in
selecting the lenders to ensure that the lenders are
selected on the basis of the best interests of the

borrowers;

* exercise a duty of care and a duty of loyalty in
compiling the list without prejudice and for the sole

benefit of students and their families; and
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* not deny or impede the borrower’s choice of a lender
or unnecessarily delay certifying a Title IV loan for a

borrower who chooses a lender not on the list.

Regulatory language:

§ 668.14 Program participation agreement.

(a) (1) An institution may participate in any Title IV,
HEA program, other than the LEAP and NEESP— _GAP programs,
only if the institution enters into a written program
participation agreement with the Secretary, on a form
approved by the Secretary. A program participation
agreement conditions the initial and continued
participation of an eligible institution in any Title 1V,
HEA program upon compliance with the provisions of this
part, the individual program regulations, and any
additional conditions specified in the program
participation agreement that the Secretary requires the
institution to meet.

(2) An institution's program participation agreement
applies to each branch campus and other location of the
institution that meets the applicable requirements of this
part unless otherwise specified by the Secretary.

(b) By entering into a program participation agreement, an
institution agrees that—

*x kX kX X %

(28) If the institution enters into a preferred

lender arrangement (as defined in 34 CFR 601.2), it will at

least annually compile, maintain, and make available for

students attending the institution, and the families of

such students, a list in print or other medium, of the

3
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specific lenders for loans made, insured, or guaranteed

under title IV of the HEA or private education loans that

the institution recommends, promotes, or endorses in

accordance with such preferred lender arrangement. In

making such a list, the institution must comply with the

requirements in 34 CFR 682.212(h) and 34 CFR 601.10.

*x * Kk Kk %
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1077,

1078-2, 1078-3,

1078-1,

1078,

20 U.Ss.C.

(Authority

1097)

1082,

(Approved by the Office of Management and Budget under

control number 1845-0020)

as amended at 72 FR 62002,

4

1992

18,

Dec.

4

57 FR 60323

[

Nov.

2007]

1,
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