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Student Scenario: Maria's PLUS Denial

The Situation

alternatives to continue her education.

Aid Office Action Steps

neutral comparison tools.

©

Counseling Requirements
Reinforce federal first i

11/24/25

terms and protections.

Student Eligibility & Credit Factors

640+ 40% 90% 100%
. . . . + IResi
Typical Credit Score Debt-to-Income Ratio & 9! N
Required
P Co-signer Alternative Solutions
Eligibility Assessment Considerations
When students don&apos;t
qui ig qualify, i
to qualify itive priy i

loan

. Co-signer credit score and
Current enroliment status and

State-based or nonprofit private

loan programs review.

academic progress verification.

review for applicant. « Impacton both borrower and co-
« Income verification and debt-to- signercredit profiles.

income ratio calculation.

Budget counseling and debt

management education.

Student Scenario: Marcus'’s Credit Denial

o

The Challenge

Institutional Response Strategy
First, ; 0

counseling toimprove future eligibility.




Institutional Code of Conduct Requirements

Legal Foundation

Required under HEA §487(a) (25) and 34 CFR 601.21. All

institutions participating in Title IV programs must
establish and maintain comprehensive codes of

conduct.

Training & Documentation

gulatory ing is
v (34 CFR 601.21(b). All id office p

must sign acknowledgment forms (34 CFR 601.21(c)).

[Best Practice] Public posting of the code on
i nal websites is recommended.

>

Prohibited Practices

[Regulatory Requirement] Revenue-sharing with
lenders (34 CFR 601.21(a) (1)),
from lenders (34 CFR 601.21(a)(2)), advisory board
compensation from lenders (34 CFR 601.21(a) (3)),
and staffing arrangements with lenders (34 CFR

s orinducements

601.21(a) (4)) are strictly forbidden.

Best Practice Implementation

[Best Practice] Maintain public acces

y, require
annual staff sign-offs, conduct regular compliance
reviews, and coordinate with institutional audit and

compliance offices.
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Preferred Lender Lists: Regulatory Requirements

Mandatory List Requirements

While preferred lender lists are voluntary, if
maintained they must meet strict federal

requirements under 34 CFR 601.10-601.21.

Include at least two unaffiliated lenders mi

Establish objective selection criteria for all lenders.

* Provide clear disclosure that students aren't
required to use listed lenders.

Review and update annually with documented

evaluation process.

Selection & Evaluation Process

mustbe i and

documented for lender selection and ongoing

evaluation procedures.

Develop weighted scoring criteria for objective

evaluation.

Consider interest rates, servicing quality, and

borrower benefits.

record and

history factors.

Maintain public transparency through RFP

summary posting.

- |

Sample Lender Evaluation Criteria

P igh ist
selection. i i i
Weight i i i
Interest Rates 30% | Competitiveratecomparison |30 Rate sheets, terms
ServicingQuality ~ |25% | Customersatisfactionscores |25 Servicer ratings, reviews
BorrowerBenefits | 20% | Repaymentoptions, forgiveness |20 Benefit summaries
i 5% i i 15 Regulatory history
i y 10% |Pc ues 10 Internal evaluations
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Truth in Lending Act (TILA) Compliance Process

Lender Disclosure Requirements

fee, 30-

Self-Certification Mandate
Al

Institutional Monitoring Role
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Sample Code of Conduct Webpage

t I Code of Cond [3 1

Below is a sample layout showing how institutions can present their Code of Conduct for public access, meeting
federal transparency requirements under 34 CFR 601.21.

Prohibited Practices Staff Training Reporting & Contact
Section Requirements Information
ing mandatory for folati i
Revenue-sharing arrangamente, 9 y Violation reporting procedures
3 ¥ N all financial aid staff. Signed and contactinformation for
gifts exceeding $10, staffing
. acknowledgment forms required compliance officer clearly
arrangements, and advisory cgmente
3 and maintained in personnel displayed for public access.
board compensation from .
iles.

lenders are strictly prohibited.
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Sample Preferred Lender List Webpage Layout

Lender Name InterestRate | Borrower Benefits Servicing Co-signer Release
Range Rating

ABCBank 4.99%-12.99% | Ratereduction, unemployment | 4.2[5stars | 24 payments, 650+
protection crediit

XYZ Credit Union 5.25%-11.75% | Graduation reward, autopay 4.5[5stars 36 payments, 700+
discount credit

State Educationloan | 3.95%-10.50% | Income-based repayment, 47[5stars 12 payments, 620+

Agency forgiveness credit

Online Lender Co. 5.50%-13.25% | Mobileapp, flexiblepayments | 3.8/5stars | 48 payments, 720+
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RFP Scoring Visualization Example

Lender Evaluation Scores
W inerest Rates (30

. seicing (25
& ¥

&
v o

. senetis (20%)

Compliance (15%) (@l History [#%)
= Scoring Summary
j:m J‘I * State Loan Agency: 100 points
. (selected)
G l ® XYZ Credit Union: 92 points (selected)
) I ‘II .
R S \)({f &\@ Q&”(P

ABC Bank: 83 points (selected)
* online Lender Co: 70 points (not
selected)
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Required Webpage Disclosures & Transparency Elements

bi
Y guag
Federal regulations require specific language on
preferred lender list webpages to ensure student

understanding and choice.
*Students are not required to use lenders on this list'

« ‘students may choose any lender for private
education loans’

« ‘This

tion receives no finan:

benefit from

these lenders’

« ‘selection criteria and evaluation methodology
available upon request’

« Contactinformation for questions about lender

« Annual review dates and update schedules clearly

Transparency & Accessibility
Requirements

Institutions must provide easy access to selel

criteria and evaluation processes for public review and

compliance verification.

Public posting of RFP criteria and scoring

methodology
selection

posted

Links to lender websites and application processes

provided
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Interactive Discussion Prompts

cussion Questions & Knowledge Sha

experience in private lending compliance.

Preferred Lender Lists Documentation & Counseling
lists?
o * What tools help ensure consistent messaging?
y:
Oversight Tools Resource Sharing T T
hhave proven most effective? RFP rubrics to share. ‘Student communication templates

thatensure compliance.
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Private lending with purpose means empowering
students through informed financial literacy while
ensuring compliance protects both borrowers and

11/24/25

— Core Principle for Financial Aid Administrators

institutions.
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Private Loan FAQ
Development
* Create standardized responses
for common private loan

questions.

Include federal aid comparison

information in all materials.

* Provide clear timelines for

and di

Disbursement Week Surge: Preparation Strategies

Counseling Script
Standardization

Develop consistent messaging

across all staff interactions.

Ensure federal-first principles
are reinforced in every
conversation.

Include required disclosure

and borrower

processes.

rights.

Staff Training &
Coordination

* Train all staff on compliant
private loan counseling
techniques.

* Establish clear escalation
procedures for complex
situations.

* Coordinate with bursar and

student accounts for payment

- |

timing.
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Federal-First
Counseling

Balancing Student Demand Responsibly

Unbiased
Comparison Tools

Documentation &
Monitoring

j il cou
staff Partner interactions thoroughly.
Avoid

evaluation records. Establish

rates, income-driven

'going

options.

protection.

- |
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Direct Marketing & Student Contact Management

Prohibited Direct Marketing

Lender-branded communications sent
directly to students violate HEA §487 and

undermine institutional counseling
integrity. All vendor outreach must be
routed through the financial aid office to
maintain compliance and student
protection.

Student Education &
Protection
Educate students to verify all

communication sources and report
suspi

us contacts. Provide clear

guidance on identifying official
institutional communications versus

unauthorized lender marketing materials.

Institutional Response
Protocol

] Issue immediate cease-and-desist

orders for unauthorized communications.

Remove non-compliant lenders from

ions.

preferred lists. Document all vi
and report to appropriate regulatory

authorities when necessary.
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Comprehensive Due

iligence Process

Evaluating & Monitoring Lenders: Due Diligence Framework

Financial Stabi

Borrower Benefits Analysis

options

scores

Red Flag Indicators

requirements

Marketing Concerns Service Issues

interest rates.

Poor customer service or unresolved
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The Violation Scenario

TILA Violation Response: Lisa's Case Study

o Llisa's iled to provi ired TILA di

Required Institutional Response

. iolati cre

* Remove

* Counselli
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Thank You For Your Participation

Questions, resource sharing, and

11/24/25

22



