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 The Value of a Preferred Lender List
 Understanding Preferred Lender Arrangements
 Types of Preferred Lender Lists and Best Practices

• Allows families to benefit from the objective research you perform when you select
lenders for your school’s preferred lender list

• A list can help students and families make smart, informed decisions based on
your researched list of credible and responsible lenders

• Important tool for counseling students on their gap financing options and helping
them identify the lender that offers the best combination of value and service for
them

• Recent reports and proposed legislation have encouraged schools to enhance
their student loan counseling efforts to ensure that students are aware of their
options and encourage responsible borrowing

• The Department of Education and the Consumer Financial Protection Bureau

(CFPB) have partnered to develop the Financial Aid Shopping Sheet as a model
form for schools to use in helping educate families

• Provides choices/options for families to determine the best gap financing option for
their particular situation

A preferred lender arrangement may exist if the school:
• Recommends, promotes or endorses a lender—even if that recommendation is not in the form of
a lender list
• Refers their students to a 3rd party entity that manages a listing of private lenders on behalf of
the school
• Provides a list of lenders that is not a neutral, comprehensive list
REMINDER
A preferred lender arrangement is
not limited to activities of the
financial aid office. Rules may
apply to activities of other offices
on campus or affiliated
organizations.

 Scenarios which may NOT be considered a preferred lender arrangement:
 If a school provides a neutral, comprehensive list of lenders who provided loans at the school in the past
• This is often referred to as a historical list of lenders
• The school cannot use judgment regarding which lenders to include on the list and the school cannot rank, recommend, promote, or
endorse any of these lenders

• It must also reference that a student is free to choose any lender
 If a school refers its students to a third-party entity that maintains a comprehensive, neutral listing of private education lenders
• The school must ensure that the listing is broad in scope and cannot endorse or recommend any of the lenders on the list
• The lenders on the list cannot pay the 3rd party entity to be placed on the list or pay the 3rd party entity a fee based on any loan
volume generated

Common Misconceptions

The Reality

There is enough online information to help students make informed decisions.

The school’s website can provide a single source to help students and their families find
information that is otherwise spread out throughout the Internet.

All lenders offer similar pricing and benefits, so there’s no reason to recommend one over
another.

Many lenders offer benefits beyond the traditional automatic debit benefit and those
benefits vary by lender. Interest rates and fees can also vary significantly by lender —with
some lenders even offering fixed and variable rate loan options.

Having a preferred lender list will not provide the school with any efficiencies.

Preferred lender lists drive students through the school’s preferred process, resulting in a
smoother certification and disbursement process.

Loan programs made by state agencies are exempt from HEOA lender list guidelines.

The state funded programs are only excluded from the Preferred Lender Arrangement
guidelines if the terms and conditions of the loan include a loan forgiveness option for
public service.

Too much work and requirements for me to put a PLL together for my students.

Third party entities provide all the work and resources to set up and maintain your PLL ((i.e.
ELM and Great Lakes). Lenders provide the required loan disclosures to schools.

Don’t want to be viewed as endorsing one lender over another.

Families depend on schools to give them information to help them make informed decisions

The HEOA formalized many of the best practices schools are following today.
HEOA Lender List Requirements:
‒ Disclose to families the method, criteria rationale used in selecting lenders with which you have a “Preferred Lender Arrangement”
(PLA)
‒ Provide the Truth in Lending Act (TILA) information for each lender listed
‒ List at least two unaffiliated lenders and describe any relationship a lender may have with another lender on your list
‒ Remind students and families that they may have access to free or lower cost federal loan options
‒ Differentiate private loan information from Title IV loan information
‒ Disclose that students do not have to borrow from a lender on the preferred lender list
‒ Consider using a 3rd party provider such as ELM Select or Fast Choice. They can simplify the process even more by providing an
online lender list tool. Once you select your lenders, they work with the lenders directly to obtain up-to-date content and host the site
* HEOA Lender List Requirements are provided for informational use only. Please consult with legal counsel to ensure compliance with HEOA.

Schools should also consider the following when selecting a private loan provider to be included on a preferred lender list:

•
•
•
•
•
•
•
•
•
•

What is the provider’s financial strength and longevity in the industry?
Do they have superior customer service for families?
Do they have an account management team?
Are there low cost funding options and a choice between fixed and variable rates available?
Is pricing available that rewards applicants who have maintained good credit?
Does the lender offer a variety of in-school repayment options and help educate families on the impact
of their decision?
Are they fully HEOA compliant in their online loan delivery process?
Do they have an electronic self-certification process?
Does the program require school certification?
Does the lender conform to the schools preferred method of loan certification and disbursement?

While it is not required, many schools find it helpful to issue an RFI. This allows you to hone in on the
topics that are important to you in selecting a lender.

Disclose to your students:
 Sufficient information that will allow families to make an educated decision

 The criteria used to select the lenders on your list (school specific lender lists)
 A statement that your office maintains a position of non-preference toward any particular lender on the list
(historical lender lists)
 The TILA information for each lender

 That students may choose a lender of their choice and are not obligated to choose from your lender list
Remind students to:
 Maximize free money and federal loans before using private loans
 Carefully compare lenders and review all terms and conditions
before applying
 Compare overall costs of each loan program before applying, including fees and interest rates

Provide:
• Information on federal loans
• An overview of the private loan application process, including information
about HEOA disclosures and the self-certification form
• A list of sample questions students may want to ask a lender
• A timeline of when to shop and when to apply
• Provide a link to your lenders websites so that you don’t have to update private loans terms as
conditions may change periodically
• Keep the number of clicks to the lender information to a minimum

•
•
•
•
•
•

20 U.S.C.A. § 1019, 1019a, 1019b, & 1019c
20 U.S.C.A. § 1094
34 C.F.R. § 601.1 - 601.30
34 C.F.R. § 668.14(b)(28)

15 USC sec. 1601
12 CFR part 1026

 Note: This document is provided for informational purposes only and does not
constitute legal advice. Consult with your school’s legal counsel prior to
constructing or updating its preferred lender list.

