








in marketing in a way that could imply the school endorses that lender. If a loan is endorsed by the school, clear and
conspicuous disclaimers are necessary.

3. Borrower Self Certification Form
This is a Department of Education form that shows students gap funding needs and Federal financial aid alternatives.
The form must be signed by the customer and returned to the lender.

4. Preferred Lender Disclosure
Lenders on a school’s preferred lender list must provide an annual document outlining the basic loan terms for each

private education loan they will offer.

HEOA Private Loan Reauthorization Disclosure Flow February 2010
New disclosures will be provided to customers during the private loan application process. Customers will need to
carefully review the information included on each disclosure, and take appropriate action when necessary.

Application and Solicitation Disclosure

The Application and Solicitation Disclosure is the first new disclosure in the process, provided when an application is
initiated or a firm offer of credit is extended. The Application and Solicitation Disclosure includes general information about
loan rates, fees, and terms, including an example of the total cost of a loan based on the maximum interest rate the lender
can charge. This disclosure also informs a customer of the potential availability of federal student loans and the interest
rates for those loans, and that additional information regarding federal loans can be obtained by the school or by visiting
the Department of Education website.

Lenders on a preferred lender list must provide schools with an annual document, such as the Application Solicitation
Disclosure, outlining the basic loan terms for each private student loan the lender will offer students attending the school.
This disclosure of information is to be shared annually by April 1, or within 30 days of the lender becoming aware that they
are on a school’s preferred lender list.

Loan Approval Disclosure

After the application is conditionally credit approved, the Loan Approval Disclosure is sent. The Loan Approval
Disclosure includes actual information about the rate, fee and other terms of the loan. Lenders are required to provide the
borrower up to 30 days to decide whether or not to accept the terms of the loan. During this 30-dayperiod, the lender is
prohibited from making adjustments to the loan terms other than standard interest rate index changes. The borrower must
actively accept the loan terms and can do so any time within the 30-day period. Once accepted the loan can proceed
through the application process.

Final Disclosure
The Final Disclosure is sent after the borrower has
accepted the terms of the loan offer and the school has
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Changes On The Horizon...(continued from page 54)

certified the loan amount but prior to disbursement. The
Final Disclosure is similar in content to the Loan Approval
Disclosure, with just a few noticeable differences. Primarily,
the Final Disclosure includes a right to cancel notice,
which gives customers a three business-day window to
cancel their loan without penalty. Lenders are prohibited
from disbursing the loan until the expiration of the Right to
cancel period.

Borrower Self Certification Form

The Borrower Self Certification Form is a document
created by the Department of Education. A lender must
obtain a signed and completed form from the borrower
prior to disbursement. The self certification form includes
information about the availability of federal student loans, the
student’s cost of attendance, estimated amount of financial
assistance, and the difference between the two, which
is the student’s gap in funding. Students may obtain this
information from their school.

Lender/School Co-branding

There are new limitations to co-branding, also. Lenders
cannot use the name, emblem, mascot, symbol, picture, or
logo of a school/educational institution in marketing in a way
that could imply the school endorses that lender. However, if
marketing materials makes reference to a school the lender

__—— COMPETITIVE INTEREST RATES

/KASY ONLINE APPLICATION
[ _——FEWER PAYMENTS

/UNLY $25 PER MONTH
~SAVING $6,300'

- SMARTIS

Borrow responsibly. Explore all your education financing options, including federal loans. (1) $25/month fixed payment repaymentophm is available for new loan applications |n!habd on or after June 28, 2010, and is subjedln change. The savings example uses approxi-

mated numbers, is for informational purposes only and is an example of loan terms available through the Smart Option Student Loan. S:

must use a clear and conspicuous disclaimer, equal in size
and proximity to the school co-brand image, stating the
school does not endorse the lender’s products and there is
no affiliation. Also if a legitimate endorsement agreement
exists, a disclaimer must indicate that the loan is made by
the lender, not the institution.

The School’s Role in TILA Changes

While the new disclosures have the greatest impact on
lenders and students, certain measures can be taken by
schools to help alleviate impacts to the loan origination
process. The bottom line is that schools and lenders must
work together with students to make sure they get the
money they need to attend college.

Potential Delays in Loan Processing

The additional disclosures may mean a longer
application process. Customers will be required to actively
take additional steps to complete their application such
as accepting loan terms and completing the signed self
certification form.

(continued on page 26)

It's genius. Your students make payments of only
$25 per month while in school, benefit from a
shorter repayment term after school, and save
$6,300 in interest when they’re done.*

Learn more today at
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Dream. Invest. Succeed:

ASmart Option Student L

based onthe following

horrower attending a degree-granting

institution with a $10,000 loan with two disbursements and a 10.05% APR [Interest rate of LIBOR -+ 10.375% (LIBOR of 0.3757 as of 6/25/2010) and no origination or disbursement fee]. APR may increase after consummation. Repayment consists of 51 fixed $25/month
payments (in-school period of 45 months plus separation period of 6 months), followed by 119 principal and interest payments of $179.79 per month and 1 payment of $115.65 for total payments of $22.786 (finance charge of $12.786). Compare againsta traditional private
student loan for $10.000 where payments are deferred during school and grace periods, an estimated APR of 9.97% and repayment consisting of 179 principal and interest payments of $162.11 per month and 1 payment of $41.83 (following a 45-month in-school period
and 6-month grace period. after which accrued interest s capitalized) for total payments of $29,060 (finance charge of $19.060). Sallie Mae Smart Option Student Loans are mate by Sallie Mae Bank® or a Sallie Mae lender partner. Sallie Mae and Smart Option Student
Loan are registered service marks of Sallie Mae, Inc. SLM Corporation and its subsidiaries, including Sallie Mae, Inc., are not sponsored by or agencies of the United States of America. ©2010 Sallie Mae, Inc. All rights reserved. ADV1159 07/10
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You Can Help
While the additional disclosures may lengthen the
application process, you can help by

» Ensuring that students are aware that they must
actively accept a private education loan

» Certifying loans earlier, particularly around peak periods

» Ensuring that all students have accurate information
about their enroliment, cost of attendance and
financial aid as early as possible

Delayed Disbursement

The customer’s right to cancel period is three business
days during which loan disbursement is prohibited. Schools
will not be able to request disbursement of funds during
this period of time. If the disclosure is sent through the
postal service, an additional three business days is added
as standard mail time. Funds cannot settle in the school’s
account until the day following the expiration of the right to
cancel period.
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You Can Help
Schools can avoid most delays to disbursement by:

 Certifying earlier, perhaps as soon as the application
is received

» Minimizing changes during the school certification to
minimize the possible re-disclosure scenarios

 Allowing for flexible disbursement dates. Many
schools limit disbursement dates to one day a
week and that can add additional delays for last
minute applicants

Request for Information

Students are going to be increasing their requests for
information such as cost of attendance and financial aid
packages because of the Borrower Self Certification Form.

You Can Help

Provide students with the information they need, as early
as possible. Perhaps you can modify award letters to include
this information, if your school is not already doing so.
Getting students the answers they need early can help them
be prompt with their Borrower Self Certification Forms.
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