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STATE OF NEW YORK

7498
2007- 2008 Regul ar Sessi ons
Il N ASSEMBLY

April 17, 2007

Introduced by M of A GLICK, SILVER CANESTRARI, FARRELL -- Milti- Spon-
sored by -- M of A ABBATE, ALESSI, ARROYO AUBERTI NE, AUBRY, BENE-
DETTO, BI NG BRADLEY, BRENNAN, BROCK- KRASNY, CAHI LL, CARROZZA, CHRI S
TENSEN, CLARK, COOK, CUSICK, CYMBROW TZ, Del MONTE, DESTITO L. D Az,
R DI AZ, EDDI NGTON, ENGLEBRI GHT, ESPAI LLAT, FIELDS, GABRYSZAK, GALEF,
GANTT, G ANARIS, T. GORDON, GOTTFRI ED, GREENE, GUNTHER, HYER- SPENCER,
JAFFEE, JEFFRIES, JOHN, KOON, LAFAYETTE, LATIMER, LAVINE, LENTQCL,
LI FTON, MAGEE, MAGNARELLI, MARKEY, MENENY, M LLMAN, MORELLE, NOLAN,
ORTI Z, PECPLES, PERALTA, PHEFFER, PRETLOWN RAMOS, REILLY, P. Rl VERA,
SEM NERI O, STIRPE, SWEENEY, TITONE, TONKO, WEI NSTEI N, WElI SENBERG - -
(at request of the Departnent of Law) -- read once and referred to the
Conm ttee on Hi gher Education

AN ACT to anend the education law, in relation to protecting students
and parents frombeing steered by | enders and institutions of higher
| earning into student |oans |aden with conflicts of interest; and to
anmend the state finance law, in relation to establishing the student
| endi ng educati on account

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

1 Section 1. The education law is anmended by adding a new article 13-B
2 to read as follows:

3 ARTI CLE 13-B

4 STUDENT LENDI NG ACCOUNTABI LI TY,
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TRANSPARENCY AND ENFORCEMENT ACT
SECTI ON 620. DEFI NI TI ONS.
621. PROHIBITION O GFTS MADE BY LEND NG |INSTITUTIONS TO
COVERED | NSTI TUTI ONS AND THEI R EMPLOYEES.
622. PROH BI TI ON OF RECEI PT OF G FTS BY COVERED | NSTI TUTI ONS.
623. PROHIBITION OF RECEIPT OF G FTS BY COVERED I NSTI TUTI ON
EMPLOYEES.

EXPLANATI ON--Matter in I TALICS (underscored) is new, nmatter in brackets
{ } isoldlawto be omtted.
LBD11243-02-7

A 7498 2

624. COVERED | NSTI TUTI ON EMPLOYEE PROH BI TIONS AND REPORTI NG
REQUI REMENTS.

625. M SLEADI NG | DENTI FI CATI ON OF LENDI NG | NSTI TUTI ONS' EMPLOY-
EES.

626. LQOAN DI SCLOSURE AND PROHI BI TION OF QUID PRO QUO HI GH RI SK
LQGANS.

627. STANDARDS FOR PREFERRED LENDER LI STS.

628. PROPER EXECUTI ON OF MASTER PROM SSORY NOTES.

629. DI SCLOSURES AT REQUEST OF COVERED | NSTI TUTI ONS.

630. PENALTI ES.

631. RULES AND REGULATI ONS.

S 620. DEFINITIONS. AS USED IN THI S ARTI CLE, THE FOLLOW NG TERVS SHALL
HAVE THE FOLLOW NG MEANI NGS UNLESS OTHERW SE SPECI Fl ED:

1. "BORRONER' SHALL MEAN A STUDENT ATTENDI NG A COVERED | NSTI TUTI ON I N
TH S STATE, OR A PARENT OR PERSON | N PARENTAL RELATI ON TO SUCH STUDENT,
VWHO ALSO OBTAINS AN EDUCATI ONAL LOAN FROM A LENDI NG I NSTI TUTI ON TO PAY
FOR OR FI NANCE H GHER EDUCATI ON EXPENSES.

2. "COVERED | NSTI TUTI ON' SHALL MEAN ANY COLLEGE, VOCATI ONAL | NSTI TU-
TION, OR APPROVED PROGRAM AS DEFI NED I N SECTI ON SI X HUNDRED ONE OF THI S
Tl TLE.

3. "COVERED | NSTI TUTI ON EMPLOYEE" SHALL MEAN ANY EMPLOYEE, ACENT,
CONTRACTOR, DI RECTOR, OFFI CER OR TRUSTEE OF A COVERED | NSTI TUTI ON.

4. "EDUCATI ONAL LOAN' SHALL MEAN ANY LOAN THAT |S MADE, | NSURED, OR
GUARANTEED UNDER TI TLE |V OF THE FEDERAL HI GHER EDUCATI ON ACT OF NI NE-
TEEN HUNDRED SI XTY-FI VE, AS AMENDED, ANY HI GH RI SK LOAN OR ANY PRI VATE
LGAN | SSUED BY A LENDI NG | NSTI TUTI ON FOR THE PURPOSES OF PAYING FOR OR
FI NANCI NG HI GHER EDUCATI ON EXPENSES.

5. "G FT" SHALL MEAN ANY DI SCOUNT, FAVOR, GRATU TY, | NDUCEMENT, LOAN,
STOCK, THI NG OF VALUE, OR OTHER | TEM HAVING A MONETARY VALUE OF MORE
THAN TEN DOLLARS.

A THE TERM "G FT" SHALL | NCLUDE, BUT IS NOT LIMTED TGO

(1) ANY MONEY, SERVICE, LOAN, ENTERTAI NMENT, HONCRARI A, HOSPI TALI TY,
LODAE NG COSTS, MEALS, REG STRATION FEES, TRAVEL EXPENSES, DI SCOUNT,
FORBEARANCE OR PROM SE;

(2) GFTS PROVIDED IN KIND, BY PURCHASE OF A TICKET, PAYMENT IN
ADVANCE, OR REI MBURSEMENT AFTER EXPENSES HAVE BEEN | NCURRED,
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(3) ANY COMPUTER HARDWARE FOR WHI CH THE RECI Pl ENT PAYS BELOW MARKET
PRI CES;

(4) ANY PRI NTI NG COSTS OR SERVI CES.

B. THE TERM "G FT" SHALL NOT | NCLUDE ANY OF THE FOLLOW NG

(1) A LENDI NG | NSTI TUTI ON'S OAN BROCHURE OR PROMOTI ONAL LI TERATURE;

(2) FOOD, REFRESHMENTS, TRAI NING, OR | NFORVATI ONAL MATERI AL FURNI SHED
TO A COVERED | NSTI TUTI ON EMPLOYEE AS AN | NTEGRAL PART OF A TRAINI NG
SESSI ON, | F SUCH TRAI NI NG CONTRI BUTES TO THE PROFESSI ONAL DEVELOPMENT OF
THE COVERED | NSTI TUTI ON EMPLOYEE.

6. "H GH RISK LOANS" SHALL MEAN ANY AGREEMENT BETWEEN A LENDI NG | NSTI -
TUTION AND A COVERED | NSTI TUTI ON THAT PROVI DES FOR THE LENDI NG | NSTI TU-
TI ON TO PROVI DE LOANS TO STUDENTS W TH A POOR OR NO CREDI T HI STORY, WHO
WOULD OTHERW SE NOT BE ELI G BLE FOR EDUCATI ONAL LOANS.

7. "H GHER EDUCATI ON EXPENSES" SHALL | NCLUDI NG THE FOLLOW NG

A. TU TION AND FEES;

B. COSTS |NCURRED FOR BOOKS, SUPPLIES, TRANSPORTATI ON, AND M SCELLA-
NEOUS PERSONAL EXPENSES; AND

C. ROOM AND BOARD COSTS.

8. "LENDI NG | NSTI TUTI ON' SHALL MEAN:

A. 7498 3

A. ANY ENTITY THAT I TSELF OR THROUGH AN AFFI LI ATE MAKES EDUCATI ONAL
LOANS TO PAY FOR OR FI NANCE HI GHER EDUCATI ON EXPENSES OR THAT SECURI -
TI ZES SUCH LOANS;

B. ANY ENTITY, OR ASSCOCI ATI ON OF ENTI TI ES, THAT GUARANTEES EDUCATI ONAL
LOANS; OR

C. ANY |INDUSTRY, TRADE OR PROFESSI ONAL ASSOCI ATI ON OR OTHER ENTI TY
THAT RECEI VES MONEY FROM ANY ENTI TY DESCRI BED ABOVE | N PARAGRAPHS A AND
B OF TH'S SuBDI VI SI ON.

9. "PREFERRED LENDER LIST" SHALL MEAN A LI ST OF ONE OR MORE RECOM
MENDED OR SUGGESTED LENDI NG | NSTI TUTIONS THAT A COVERED | NSTI TUTI ON
MAKES AVAILABLE FOR USE, IN PRINT OR ANY OIHER MEDI UM OR FORM BY
BORROVERS, PROSPECTI VE BORROWERS OR OTHERS.

10. "REVENUE SHARI NG' SHALL MEAN ANY ARRANGEMENT WHEREBY A LENDI NG
I NSTI TUTI ON PAYS A COVERED | NSTI TUTI ON OR AN AFFI LI ATED ENTI TY OR ORGAN-
I ZATION OF SUCH COVERED | NSTI TUTI ON A PERCENTAGE OF THE PRI NCI PAL OF
EACH LOAN DI RECTED TOMRDS THE LENDI NG | NSTI TUTI ON FROM A BORRONER AT
THE COVERED | NSTI TUTI ON.

S 621. PROH BITION OF G FTS MADE BY LENDI NG | NSTI TUTI ONS TO COVERED
I NSTI TUTI ONS AND THEI R EMPLOYEES. 1. A LENDI NG [INSTITUTION NMNAY NOT,
DI RECTLY OR I NDI RECTLY, OFFER OR PROVI DE ANY G FT TO A COVERED | NSTI TU-
TION OR A COVERED | NSTI TUTI ON EMPLOYEE, | N EXCHANGE FOR ANY ADVANTAGE OR
CONS| DERATI ON PROVI DED TO SUCH LENDI NG | NSTI TUTI ON RELATED TO I TS EDUCA-
TI ONAL LOAN ACTI VI TI ES.

2. A LENDI NG | NSTI TUTI ON MAY NOT ENGAGE |IN REVENUE SHARING WTH A
COVERED | NSTI TUTI ON.

S 622. PRCH BI TION OF RECEI PT OF G FTS BY COVERED | NSTI TUTIONS. 1. A
COVERED | NSTI TUTI ON MAY NOT, DI RECTLY OR | NDI RECTLY, SCLIC T, ACCEPT OR
RECEI VE ANY G FT FROM OR ON BEHALF OF A LENDI NG I NSTI TUTI ON, | N EXCHANGE
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FOR ANY ADVANTACGE OR CONSI DERATI ON PROVI DED TO SUCH LENDI NG I NSTI TUTI ON
RELATED TO | TS EDUCATI ONAL LOAN ACTI VI TI ES.

2. A COVERED | NSTI TUTI ON MAY NOT ENGAGE |IN REVENUE SHARING WTH A
LENDI NG | NSTI TUTI ON.

S 623. PROH BI TION OF RECEI PT OF G FTS BY COVERED | NSTI TUTI ON EMPLOY-
EES. 1. A COVERED I NSTI TUTI ON SHALL REQUI RE THAT NO COVERED | NSTI TUTI ON
EMPLOYEE ON H' S OR HER OMWN BEHALF OR ON BEHALF OF ANOTHER, DI RECTLY OR
I NDI RECTLY, SCLIC TS, ACCEPTS OR RECEI VES ANY G FT FROM OR ON BEHALF OF
A LENDI NG I NSTI TUTI ON. NOTHING IN THI S SECTION SHALL BE CONSTRUED AS
PROHI BI TI NG A COVERED | NSTI TUTI ON EMPLOYEE FROM CONDUCTI NG BUSI NESS W TH
A LENDI NG [ NSTITUTION, PROVI DED THAT SUCH BUSI NESS | S UNRELATED I N ANY
MANNER WHATSCEVER TO A COVERED | NSTI TUTI ON.

2. A COVERED | NSTI TUTI ON EMPLOYEE, ON HS OR HER OW BEHALF OR ON
BEHALF OF ANOTHER, SHALL NOT DI RECTLY OR | NDI RECTLY SOLICI'T, ACCEPT OR
RECEI VE ANY G FT FROM OR ON BEHALF OF A LENDI NG I NSTI TUTI ON. NOTHING I N
THI'S SECTION SHALL BE CONSTRUED AS PROHI BI TI NG A COVERED | NSTI TUTI ON
EMPLOYEE FROM CONDUCTI NG BUSI NESS W TH ANY LENDI NG | NSTI TUTI ON, PROVI DED
THAT SUCH BUSI NESS IS UNRELATED IN ANY MANNER WHATSOEVER WTH THE
COVERED | NSTI TUTI ON.

3. COVERED | NSTI TUTI ON EMPLOYEES SHALL REPORT TO THE DEPARTMENT ANY
| NSTANCE OF A LENDI NG | NSTI TUTI ON ATTEMPTING TO GVE A GFT TO SUCH
COVERED | NSTI TUTI ON EMPLOYEES.

S 624. COVERED | NSTITUTION EMPLOYEE PROH BI TIONS AND REPORTI NG
REQUI REMENTS. 1. A LENDI NG I NSTI TUTI ON SHALL REQUI RE THAT NO COVERED
I NSTI TUTI ON  EMPLOYEE RECEI VES ANY REMUNERATI ON FOR SERVI NG AS A MEMBER
OR PARTI Cl PANT OF AN ADVI SCRY BOARD OF A LENDI NG I NSTI TUTI ON OR RECEI VES
ANY REI MBURSEMENT OF EXPENSES FOR SO SERVI NG

A. 7498 4

2. A COVERED | NSTI TUTI ON SHALL REQUIRE THAT NO COVERED | NSTI TUTI ON
EMPLOYEE OF SUCH COVERED | NSTI TUTI ON RECEI VES ANY REMUNERATI ON FOR SERV-
ING AS A MEMBER OR PARTI CI PANT OF AN ADVI SORY BOARD OF A LENDI NG | NSTI -
TUTI ON OR RECEI VES ANY REI MBURSEMENT OF EXPENSES FOR SO SERVI NG

3. NOTHI NG IN TH' S SECTI ON SHALL BE CONSTRUED AS PROHI BI TI NG

A. A COVERED | NSTI TUTI ON EMPLOYEE' S PARTI CI PATI ON ON AN ADVI SORY BQARD
OF A LENDI NG I NSTI TUTI ON THAT | S UNRELATED | N ANY MANNER WHATSOEVER TO
EDUCATI ONAL LOANS; OR

B. A COVERED I NSTI TUTI ON EMPLOYEE, WHO DOES NOT HAVE A DI RECT | NTEREST
IN OR DOES NOT BENEFI T FROM THE FUNCTI ONS OF THE COVERED | NSTI TUTION S
FI NANCI AL Al D OFFI CE, FROM SERVI NG ON A BOARD OF DI RECTORS OF A PUBLI CLY
TRADED OR PRI VATELY HELD COWVPANY.

4. COVERED |INSTITUTION EMPLOYEES WHO ARE DI RECTLY | NVOLVED W TH OR
BENEFI T FROM THE FUNCTI ONS OF THE COVERED | NSTITUTION'S FINANCIAL AID
OFFICE SHALL BE REQU RED TO REPORT TO THE DEPARTMENT, IN A FORM AND
MANNER PRESCRI BED BY THE DEPARTMENT, ALL PARTICI PATION OR FI NANCI AL
| NTERESTS RELATED TO ANY LENDI NG | NSTI TUTI ON.

S 625. M SLEADI NG | DENTI FI CATI ON OF LENDI NG | NSTI TUTI ONS° EMPLOYEES.
1. A LENDI NG I NSTI TUTI ON SHALL REQUI RE THAT NO EMPLOYEE OR ACGENT OF
SUCH LENDING INSTITUTION IS |IDENTIFIED TO BORRONERS OR PROSPECTI VE
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BORROAERS OF A COVERED | NSTI TUTION AS AN EMPLOYEE, REPRESENTATIVE OR
AGENT OF SUCH COVERED | NSTI TUTI ON.

2. A COVERED I NSTI TUTI ON SHALL REQUI RE THAT NO EMPLOYEE OR AGENT OF A
LENDI NG | NSTI TUTI ON | S | DENTI FI ED TO BORRONERS OR PROSPECTI VE  BORROVERS
OF SUCH COVERED I NSTI TUTI ON AS AN EMPLOYEE, REPRESENTATI VE OR AGENT OF
SUCH COVERED | NSTI TUTI ON.

3. NO EMPLOYEE, REPRESENTATI VE OR AGENT OF A LENDI NG | NSTI TUTI ON NMNAY
STAFF A COVERED | NSTI TUTI ON' S FI NANCI AL Al D OFFI CES.

S 626. LOAN DISCLOSURE AND PROH BITION OF QU D PRO QUO H GH RI SK
LOANS. 1. A COVERED | NSTI TUTI ON SHALL | NFORM THE BORRONER OR PROSPEC-
TIVE BORROVNER OF ALL AVAI LABLE FI NANCI NG OPTI ONS UNDER TI TLE |V OF THE
FEDERAL H GHER EDUCATI ON ACT OF NI NETEEN HUNDRED SI XTY-FI VE, AS AMENDED,
I NCLUDI NG | NFORVATI ON ON ANY TERMS AND CONDI TIONS OF AVAI LABLE LOANS
UNDER SUCH TI TLE THAT ARE MORE FAVORABLE TO THE BORROVER, BEFORE A LEND-
ING |INSTITUTION MAY PROVIDE A PRI VATE EDUCATI ONAL LOAN TO A BORROVER
ATTENDI NG A COVERED | NSTI TUTI ON W TH WHI CH A LENDI NG | NSTI TUTI ON HAS AN
EDUCATI ONAL LOAN ARRANGEMENT.

2. A LENDI NG I NSTI TUTI ON SHALL NOT ENTER | NTO AN AGREEMENT OR OTHER-
W SE PROVI DE ANY HI GH RI SK LOANS, I N EXCHANGE FOR THE COVERED | NSTI TU-
TION PROVI DI NG CONCESSI ONS OR PROM SES TO THE LENDI NG I NSTI TUTI ON THAT
MAY PREJUDI CE OTHER BORROVNERS OR PROSPECTI VE BORROWERS.

3. A COVERED | NSTI TUTI ON SHALL NOT ENTER | NTO AN AGREEMENT OR OTHER-
WSE PROVIDE ANY H GH RI SK LOANS, | N EXCHANGE FOR THE COVERED | NSTI TU-
TI ON PROVI DI NG CONCESSI ONS OR PROM SES TO THE LENDI NG | NSTI TUTI ON  THAT
MAY PREJUDI CE OTHER BORROVWERS OR PROSPECTI VE BORROWERS.

S 627. STANDARDS FOR PREFERRED LENDER LI STS. A COVERED | NSTI TUTI ON
THAT PROVI DES OR MAKES AVAI LABLE A PREFERRED LENDER LI ST MJST COWPLY
W TH THE FOLLOW NG STANDARDS:

1. A PREFERRED LENDER LIST MJST D SCLOSE THE PROCESS BY WHI CH THE
COVERED | NSTI TUTI ON SELECTED LENDI NG | NSTI TUTIONS FOR SUCH PREFERRED
LENDER LI ST, I NCLUDI NG BUT NOT LIMTED TO THE METHOD AND CRI TERI A USED
TO CHOOCSE THE LENDI NG I NSTI TUTI ONS AND THE RELATI VE | MPORTANCE OF THOSE
CRI TERI A

2. A PREFERRED LENDER LI ST MJUST STATE IN THE SAME FONT SIZE AND SAME
MANNER AS THE PREDOM NANT TEXT ON THE DOCUMENT THAT BORROWERS HAVE THE
RI GHT AND ABI LI TY TO SELECT THE EDUCATI ON LOAN PROVI DER OF THElI R CHO CE,

A. 7498 5

ARE NOT REQUI RED TO USE ANY OF THE LENDERS ON SUCH PREFERRED LENDER
LIST, AND WLL SUFFER NO PENALTY FOR CHOOSI NG A LENDER THAT IS NOT ON
SUCH PREFERRED LENDER LI ST;

3. THE COVERED I NSTI TUTI ON'S DECI SI ON TO | NCLUDE A LENDI NG | NSTI TUTI ON
ON ANY PREFERRED LENDER LI ST AND THE COVERED | NSTI TUTI ON' S DECI SI ON AS
TO WHERE ON THE PREFERRED LENDER LI ST THE LENDI NG |INSTITUTION' S NAME
APPEARS SHALL BE DETERM NED SCLELY BY CONSI DERATI ON OF THE BEST | NTER-
ESTS OF THE BORRONERS WHO MAY USE SUCH PREFERRED LENDER LIST W THOUT
REGARD TO THE PECUNI ARY | NTERESTS OF THE COVERED | NSTI TUTI ON,

4. THE CONTENTS OF ANY PREFERRED LENDER LI ST SHALL BE REVI EWVED AND
UPDATED NO LESS THAN ANNUALLY;
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5. NO LENDI NG I NSTI TUTI ON SHALL BE PLACED ON A PREFERRED LENDER LI ST
UNLESS SUCH LENDI NG | NSTI TUTI ON PROVI DES ASSURANCE TO THE COVERED | NSTI -
TUTI ON AND TO BORRONERS WHO TAKE OUT LOANS FROM SUCH LENDI NG | NSTI TUTI ON
THAT THE ADVERTI SED BENEFI TS UPON REPAYMENT W LL CONTI NUE TO | NURE TO
THE BENEFI T OF BORROVNERS REGARDLESS OF WHETHER THE LENDI NG | NSTI TUTI ON' S
LOANS ARE SCLD;

6. NO LENDI NG | NSTI TUTI ON THAT, TO THE COVERED | NSTI TUTI ON' S KNOW.EDGE
AFTER REASONABLE | NQUI RY, HAS AN AGREEMENT TO SELL I TS LOANS TO ANOTHER
UNAFFI LI ATED LENDI NG | NSTI TUTI ON SHALL BE | NCLUDED ON A PREFERRED LENDER
LIST UNLESS SUCH AGREEMENT IS DI SCLOSED THEREIN I N THE SAME FONT SI ZE
AND SAME MANNER AS THE PREDOM NANT TEXT ON THE DOCCUMENT IN VWH CH THE
PREFERRED LENDER LI ST APPEARS,;

7. NO LENDI NG I NSTI TUTI ON SHALL BE PLACED ON A COVERED | NSTI TUTI ON' S
PREFERRED LENDER LI STS OR IN FAVORED PLACEMENT ON A COVERED | NSTI -
TUTION'S PREFERRED LENDER LISTS FOR A PARTICULAR TYPE OF LOAN, IN
EXCHANGE FOR BENEFI TS PROVI DED TO THE COVERED [INSTITUTION OR TO THE
COVERED I NSTITUTION'S STUDENTS | N CONNECTION W TH A DI FFERENT TYPE OF
LCGAN.

S 628. PROPER EXECUTI ON OF MASTER PROM SSCRY NOTES. A COVERED | NSTI -
TUTI ON  SHALL NOT DI RECT I N ANY MANNER WHATSCEVER POTENTI AL BORRONERS TO
ANY ELECTRONI C MASTER PROM SSCRY NOTES OR OTHER LOAN AGREEMENTS THAT DO
NOT'  ALLOW THE BORROVWER TO ENTER THE LENDER CODE OR NAME FOR ANY LENDI NG
I NSTI TUTI ON OFFERI NG THE RELEVANT LOAN.

S 629. DI SCLOSURES AT REQUEST OF COVERED | NSTI TUTI ONS. EXCEPT FOR
EDUCATI ONAL LOANS MADE, | NSURED, OR GUARANTEED BY THE FEDERAL GOVERN-
MENT, UPON THE REQUEST OF ANY COVERED | NSTI TUTI ON, A LENDI NG | NSTI TUTI ON
SHALL DI SCLOSE TO SUCH COVERED I NSTI TUTI ON, | N REASONABLE DETAIL AND
FORM THE H STORIC DEFAULT RATES OF THE BORROAERS FROM SUCH COVERED
I NSTI TUTI ON, AND THE RATES OF | NTEREST CHARGED TO BORROVNERS FROM SUCH
COVERED | NSTI TUTI ON I N THE YEAR PRECEDI NG THE DI SCLOSURES AND THE NUMBER
OF BORROVERS OBTAI NI NG EACH RATE OF | NTEREST.

S 630. PENALTIES. 1. IF AFTER PROVI DI NG NOTI CE AND AN OPPORTUNI TY FOR
A HEARI NG THE DEPARTMENT DETERM NES THAT A COVERED | NSTI TUTI ON OR LEND-
I NG | NSTI TUTI ON HAS VI OLATED A TERM OR PROVI SION OF THIS ARTICLE, THEN
THE COVERED | NSTI TUTI ON OR LENDI NG | NSTI TUTI ON MAY BE LI ABLE FOR A CIVIL
PENALTY OF UP TO FIFTY THOUSAND DOLLARS. I N TAKI NG ACTI ON AGAI NST A
COVERED | NSTI TUTI ON OR LENDI NG | NSTI TUTI ON, CONSI DERATI ON SHALL BE G VEN
TO THE NATURE AND SEVERITY OF A VI OLATION OF TH S ARTI CLE.

2. | F AFTER PROVI DI NG NOTI CE AND AN OPPORTUNITY FOR A HEARING THE
DEPARTMENT DETERM NES THAT A COVERED | NSTI TUTI ON EMPLOYEE HAS VI OLATED A
TERM OR PROVI SION OF TH S ARTI CLE, THEN THE COVERED | NSTI TUTI ON EMPLOYEE
MAY BE LIABLE FOR A CIVIL PENALTY OF UP TO SEVEN THOUSAND FI VE HUNDRED
DOLLARS. IN TAKING ACTION AGAINST A COVERED | NSTITUTI ON EMPLOYEE,
CONS| DERATI ON SHALL BE G VEN TO THE NATURE AND SEVERI TY OF A VI CLATI ON
OF TH S ARTI CLE.

A. 7498 6

3. I F AFTER PROVI DI NG NOTI CE AND AN OPPORTUNITY FOR A HEARING THE
DEPARTMENT DETERM NES THAT A LENDI NG | NSTI TUTI ON HAS VI OLATED A TERM OR
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3 PROVISION OF THI S ARTI CLE, SUCH LENDI NG | NSTI TUTI ON SHALL NOT BE PLACED
4 OR REMAIN ON ANY COVERED | NSTITUTION S PREFERRED LENDER LI ST UNLESS
5 NOTICE OF SUCH VIOLATION IS PROVIDED TO ALL POTENTI AL BORROVNERS OF THE
6 COVERED | NSTI TUTI ON.

7 4., NOTHING IN THI'S SECTI ON SHALL PROH BI T THE DEPARTMENT FROM REACH
8 ING A SETTLEMENT AGREEMENT W TH A COVERED | NSTI TUTI ON, COVERED | NSTI TU-
9 TION EMPLOYEE OR LENDI NG | NSTI TUTI ON | N ORDER TO EFFECTUATE THE PURPOSES
10 OF THI S SECTI ON. PROVI DED, HOWEVER, |F SUCH SETTLEMENT AGREEMENT IS
11 REACHED WTH A COVERED | NSTI TUTI ON OR LENDI NG | NSTI TUTI ON, THE DEPART-
12 MENT SHALL PROVI DE NOTI CE OF SUCH ACTI ON TO THE BORRONERS | N A FORM AND
13 MANNER PRESCRI BED BY THE DEPARTMENT.

14 5. THE DEPARTMENT SHALL DEPCSI T THE FUNDS GENERATED FROM THI S SECTI ON
15 |INTO THE STUDENT LENDI NG EDUCATION ACCOUNT, CREATED BY  SECTION
16 NI NETY- SEVEN- HHHH OF THE STATE FI NANCE LAW SUCH FUNDS SHALL BE d VEN TO
17 COVERED | NSTI TUTI ONS UPON APPLI CATI ON TO THE DEPARTMENT FOR THE PURPCOSES
18 OF:

19 A.  EDUCATI NG BORRONERS AND PROSPECTI VE BORROVWERS ON THE LOAN PROCESS
20 I NCLUDI NG BUT NOT LIM TED TO AVAI LABLE LOAN OPTI ONS, UNDERSTANDI NG RATES
21 AND TERMS OF STUDENT LOANS, MANAG NG COSTS AND CREDI T RESPONSI BI LI TI ES,
22 STUDENT LOAN REPAYMENT AND LOAN CONSOLI DATI ON; AND

23 B. REI MBURSI NG BORRONERS FROM | NFLATED LOAN PRI CES CAUSED BY REVENUE
24 SHARI NG AGREEMENTS BETWEEN SUCH COVERED | NSTI TUTI ON AND A LENDI NG | NSTI -
25 TUTI ON.

26 S 631. RULES AND REGULATI ONS. THE COW SSI ONER AND THE DEPARTMENT
27 SHALL PROMULGATE RULES AND REGULATI ONS NECESSARY FOR THE | MPLEMENTATI ON
28 OF TH S ARTI CLE.

29 S 2. The state finance law is anended by adding a new section 97-hhhh
30 to read as foll ows:

31 S 97-HHHH. THE STUDENT LENDI NG EDUCATI ON ACCOUNT. 1. THERE | S HEREBY
32 ESTABLISHED IN THE JO NT CUSTODY OF THE STATE COWTROLLER AND THE
33 COW SSIONER OF TAXATION AND FINANCE AN ACCOUNT TO BE KNOAN AS THE
34 STUDENT LENDI NG EDUCATI ON ACCOUNT.

35 2. SUCH ACCOUNT SHALL CONSI ST OF ALL REVENUES GENERATED PURSUANT TO
36 SECTION SIX HUNDRED THI RTY OF THE EDUCATI ON LAW AND ALL OTHER MONEYS
37 CREDI TED OR TRANSFERRED THERETO FROM ANY OTHER FUND OR SOURCE PURSUANT
38 TO LAW

39 3. MONEYS OF THE ACCOUNT, FOLLOW NG APPROPRI ATI ON BY THE LEG SLATURE
40 SHALL BE MADE AVAI LABLE TO THE STATE EDUCATI ON DEPARTMENT FOR THE
41 PURPCSES OF: (A) SUPPORTI NG PROGRAMS THAT EDUCATE STUDENTS, PROSPECTI VE
42 STUDENTS, AND PARENTS OF SUCH STUDENTS ON THE LQAN PROCESS | NCLUDI NG BUT
43 NOT LIMTED TO AVAI LABLE LOAN OPTI ONS, UNDERSTANDI NG RATES AND TERMS OF
44 STUDENT LOANS; AND (B) REI MBURSI NG STUDENTS FROM | NFLATED LOAN PRI CES
45 CAUSED BY REVENUE SHARI NG AGREEMENTS BETWEEN SUCH COVERED | NSTI TUTI ON
46 AND A LENDI NG I NSTI TUTI O\. MONEY SHALL BE PAID OQUT OF THE ACCOUNT ON
47 THE AUDI T AND WARRANT OF THE STATE COMPTROLLER ON VOUCHERS CERTI FIED OR
48 APPROVED BY THE STATE EDUCATI ON DEPARTMENT.

49 S 3. This act shall take effect on the thirtieth day after it shall
50 have becone a | aw
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