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(2) An institution-affiliated organiza-
tion—

(i) May include an alumni organiza-
tion, athletic organization, foundation,
or social, academic, or professional or-
ganization, of a covered institution;
and

(ii) Does not include any lender with
respect to any education loan secured,
made, or extended by such lender.

Lender: (1) An eligible lender in the
Federal Family Education Loan
(FFEL) Program, as defined in 34 CFR
682.200(b);

(2) The Department in the Direct
Loan program;

(3) In the case of a private edu-
cational loan, a private education lend-
er as defined in section 140 of the Truth
in Lending Act; and

(4) Any other person engaged in the
business of securing, making, or ex-
tending education loans on behalf of
the lender.

Officer: A director or trustee of a cov-
ered institution or institution-affili-
ated organization, if such individual is
treated as an employee of such covered
institution or institution-affiliated or-
ganization, respectively.

Preferred lender arrangement: (1) An
arrangement or agreement between a
lender and a covered institution or an
institution-affiliated organization of
such covered institution—

(i) Under which a lender provides or
otherwise issues education loans to the
students attending such covered insti-
tution or the families of such students;
and

(ii) That relates to such covered in-
stitution or such institution-affiliated
organization recommending, pro-
moting, or endorsing the education
loan products of the lender.

(2) A preferred lender arrangement
does not include—

(i) Arrangements or agreements with
respect to loans made under the Wil-
liam D. Ford Federal Direct Loan Pro-
gram; or

(ii) Arrangements or agreements
with respect to loans that originate
through the PLUS Loan auction pilot
program under section 499(b) of the
HEA.

(3) For purpose of this definition, an
arrangement or agreement does not
exist if the private education loan pro-

34 CFR Ch. VI (7-1-11 Edition)

vided or issued to a student attending
a covered institution is made by the
covered institution or by an institu-
tion-affiliated organization of the cov-
ered institution, and the private edu-
cation loan is—

(i) Funded by the covered institu-
tion’s or institution-affiliated organi-
zation’s own funds;

(ii) Funded by donor-directed con-
tributions;

(iii) Made under title VII or title VIII
of the Public Service Health Act; or

(iv) Made under a State-funded finan-
cial aid program, if the terms and con-
ditions of the loan include a loan for-
giveness option for public service.

Private education loan: As the term is
defined in 12 CFR 226.46(b)(5), a loan
provided by a private educational lend-
er that is not a title IV loan and that
is issued expressly for postsecondary
education expenses to a borrower, re-
gardless of whether the loan is pro-
vided through the educational institu-
tion that the student attends or di-
rectly to the borrower from the private
educational lender. A private education
loan does not include—

(1) An extension of credit under an
open end consumer credit plan, a re-
verse mortgage transaction, a residen-
tial mortgage transaction, or any other
loan that is secured by real property or
a dwelling; or

(2) An extension of credit in which
the educational institution is the lend-
er if—

(i) The term of the extension of cred-
it is 90 days or less; or

(ii) An interest rate will not be ap-
plied to the credit balance and the
term of the extension of credit is one
year or less, even if the credit is pay-
able in more than four installments.

(Authority:20 U.S.C. 1019)

Subpart B—Loan Information To Be
Disclosed by Covered Institu-
tions and Institution-Affiliated
Organizations

§601.10 Preferred lender arrangement
disclosures.

(a) A covered institution, or an insti-
tution-affiliated organization of such
covered institution, that participates
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in a preferred lender arrangement must
disclose—

(1) On such covered institution’s or
institution-affiliated organization’s
Web site and in all informational mate-
rials described in paragraph (b) of this
section that describe or discuss edu-
cation loans—

(i) The maximum amount of Federal
grant and loan aid under title IV of the
HEA available to students, in an easy
to understand format;

(ii) The information identified on a
model disclosure form developed by the
Secretary pursuant to section
153(a)(2)(B) of the HEA, for each type of
education loan that is offered pursuant
to a preferred lender arrangement of
the institution or institution-affiliated
organization to students of the institu-
tion or the families of such students;
and

(iii) A statement that such institu-
tion is required to process the docu-
ments required to obtain a loan under
the Federal Family Education Loan
(FFEL) Program from any eligible
lender the student selects; and

(2) On such covered institution’s or
institution-affiliated organization’s
Web site and in all informational mate-
rials described in paragraph (b) of this
section that describe or discuss private
education loans—

(i) In the case of a covered institu-
tion, the information that the Board of
Governors of the Federal Reserve Sys-
tem requires to be disclosed under sec-
tion 128(e)(11) of the Truth in Lending
Act (15 U.S.C. 1638(e)(11)), for each type
of private education loan offered pursu-
ant to a preferred lender arrangement
of the institution to students of the in-
stitution or the families of such stu-
dents; and

(ii) In the case of an institution-af-
filiated organization of a covered insti-
tution, the information the Board of
Governors of the Federal Reserve Sys-
tem requires to be disclosed under sec-
tion 128(e)(1) of the Truth in Lending
Act (156 U.S.C. 1638(e)(1)), for each type
of private education loan offered pursu-
ant to a preferred lender arrangement
of the organization to students of such
institution or the families of such stu-
dents.

(b) The informational materials de-
scribed in paragraphs (a)(1) and (a)(2) of
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this section are publications, mailings,
or electronic messages or materials
that—

(1) Are distributed to prospective or
current students of a covered institu-
tion and families of such students; and

(2) Describe or discuss the financial
aid opportunities available to students
at an institution of higher education.

(c)(1) Each covered institution and
each institution-affiliated organization
that participates in a preferred lender
arrangement must provide the infor-
mation described in paragraph (a)(1)(ii)
of this section, and the information de-
scribed in paragraphs (a)(2)(i) and
(a)(2)(ii) of this section, respectively,
for each type of education loan offered
pursuant to the preferred lender ar-
rangement.

(2) The information identified in
paragraph (c)(1) of this section must be
provided to students attending the cov-
ered institution, or the families of such
students, as applicable, annually and
must be provided in a manner that al-
lows for the students or their families
to take such information into account
before selecting a lender or applying
for an education loan.

(d) If a covered institution compiles,
maintains, and makes available a pre-
ferred lender list as required under
§668.14(b)(28), the institution must—

(1) Clearly and fully disclose on such
preferred lender list—

(i) Not less than the information re-
quired to be disclosed under section
153(a)(2)(A) of the HEA;

(ii) Why the institution participates
in a preferred lender arrangement with
each lender on the preferred lender list,
particularly with respect to terms and
conditions or provisions favorable to
the borrower; and

(iii) That the students attending the
institution, or the families of such stu-
dents, do not have to borrow from a
lender on the preferred lender list;

(2) Ensure, through the use of the list
of lender affiliates provided by the Sec-
retary under section 487(h)(2) of the
HEA, that—

(i) There are not less than three
FFEL lenders that are not affiliates of
each other included on the preferred
lender list and, if the institution rec-
ommends, promotes, or endorses pri-
vate education loans, there are not less
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than two lenders of private education
loans that are not affiliates of each
other included on the preferred lender
list; and

(ii) The preferred lender list under
paragraph (d) of this section—

(A) Specifically indicates, for each
listed lender, whether the lender is or
is not an affiliate of each other lender
on the preferred lender list; and

(B) If a lender is an affiliate of an-
other lender on the preferred lender
list, describes the details of such affili-
ation;

(3) Prominently disclose the method
and criteria used by the institution in
selecting lenders with which to partici-
pate in preferred lender arrangements
to ensure that such lenders are selected
on the basis of the best interests of the
borrowers, including—

(i) Payment of origination or other
fees on behalf of the borrower;

(ii) Highly competitive interest
rates, or other terms and conditions or
provisions of Title IV, HEA program
loans or private education loans;

(iii) High-quality servicing for such
loans; or

(iv) Additional benefits beyond the
standard terms and conditions or pro-
visions for such loans;

(4) Exercise a duty of care and a duty
of loyalty to compile the preferred
lender list under paragraph (d) of this
section without prejudice and for the
sole benefit of the students attending
the institution, or the families of such
students; and

(5) Not deny or otherwise impede the
borrower’s choice of a lender or cause
unnecessary delay in loan certification
under title IV of the HEA for those bor-
rowers who choose a lender that is not
included on the preferred lender list.

(Approved by the Office of Management and
Budget under control number 1845-XXXA)

(Authority:20 U.S.C. 1019a(a)(1)(A)
1019b(c))

and

§601.11 Private education loan disclo-
sures and self-certification form.

(a) A covered institution, or an insti-
tution-affiliated organization of such
covered institution, that provides in-
formation regarding a private edu-
cation loan from a lender to a prospec-
tive borrower must provide private
education loan disclosures to the pro-

34 CFR Ch. VI (7-1-11 Edition)

spective borrower, regardless of wheth-
er the covered institution or institu-
tion-affiliated organization partici-
pates in a preferred lender arrange-
ment.

(b) The private education loan disclo-
sures must—

(1) Provide the prospective borrower
with the information the Board of Gov-
ernors of the Federal Reserve System
requires to be disclosed under section
128(e)(1) of the Truth in Lending Act (15
U.S.C. 1638(e)(1)) for such loan;

(2) Inform the prospective borrower
that—

(i) The prospective borrower may
qualify for loans or other assistance
under title IV of the HEA; and

(ii) The terms and conditions of Title
IV, HEA program loans may be more
favorable than the provisions of private
education loans.

(c) The covered institution or institu-
tion-affiliated organization must en-
sure that information regarding pri-
vate education loans is presented in
such a manner as to be distinct from
information regarding Title IV, HEA
program loans.

(d) Upon an enrolled or admitted stu-
dent applicant’s request for a private
education loan self-certification form,
an institution must provide to the ap-
plicant, in written or electronic form—

(1) The self-certification form for pri-
vate education loans developed by the
Secretary in consultation with the
Board of Governors of the Federal Re-
serve System, to satisfy the require-
ments of section 128(e)(3) of the Truth
in Lending Act (15 U.S.C. 1638(e)(3));
and

(2) The information required to com-
plete the form, to the extent the insti-
tution possesses such information as
specified in 34 CFR 668.14(b)(29).

(Approved by the Office of Management and
Budget under control number 1845-XXXA)

(Authority:20 U.S.C. 1019a(a)(1)(B) and 1019d)

§601.12 Use of institution and lender
name.

A covered institution, or an institu-
tion-affiliated organization of such
covered institution, that participates
in a preferred lender arrangement with
a lender regarding private education
loans must—
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