sfrattini on LAPJZKW1R2 with $$_JOB

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

§1026.48

constitutes compliance with this re-
quirement.

(B) The maximum possible rate of in-
terest for the loan or, if a maximum
rate cannot be determined, a rate of
25%.

(C) If a maximum rate cannot be de-
termined, the estimate of the total
amount for repayment must include a
statement that there is no maximum
rate and that the total amount for re-
payment disclosed under paragraph
(b)(3)(vii)(B) of this section is an esti-
mate and will be higher if the applica-
ble interest rate increases.

(viii) The maximum monthly pay-
ment based on the maximum rate of in-
terest for the loan or, if a maximum
rate cannot be determined, a rate of
25%. If a maximum cannot be deter-
mined, a statement that there is no
maximum rate and that the monthly
payment amount disclosed is an esti-
mate and will be higher if the applica-
ble interest rate increases.

(4) Alternatives to private education
loans. (i) A statement that the con-
sumer may qualify for Federal student
financial assistance through a program
under title IV of the Higher Education
Act of 1965 (20 U.S.C. 1070 et seq.).

(ii) The interest rates available under
each program under title IV of the
Higher Education Act of 1965 (20 U.S.C.
1070 et seq.), and whether the rates are
fixed or variable.

(iii) A statement that the consumer
may obtain additional information
concerning Federal student financial
assistance from the institution of high-
er education that the student attends,
or at the Web site of the U.S. Depart-
ment of Education, including an appro-
priate Web site address.

(5) Rights of the consumer. (i) A state-
ment that the consumer may accept
the terms of the loan until the accept-
ance period under §1026.48(c)(1) has ex-
pired. The statement must include the
specific date on which the acceptance
period expires, based on the date upon
which the consumer receives the dis-
closures required under this subsection
for the loan. The disclosure must also
specify the method or methods by
which the consumer may communicate
acceptance.

(ii) A statement that, except for
changes to the interest rate and other
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changes permitted by law, the rates
and terms of the loan may not be
changed by the creditor during the pe-
riod described in paragraph (b)(5)(i) of
this section.

(c) Final disclosures. After the con-
sumer has accepted the loan in accord-
ance with §1026.48(c)(1), the creditor
shall disclose to the consumer the in-
formation required by §1026.18 and the
following information:

(1) Interest rate. Information required
to be disclosed under §1026.47(b)(1).

(2) Fees and default or late payment
costs. Information required to be dis-
closed under §1026.47(b)(2).

(3) Repayment terms. Information re-
quired to be disclosed under
§1026.47(b)(3).

(4) Cancellation right. A statement
that:

(i) The consumer has the right to
cancel the loan, without penalty, at
any time before the cancellation period
under §1026.48(d) expires, and

(ii) Loan proceeds will not be dis-
bursed until after the cancellation pe-
riod under §1026.48(d) expires. The
statement must include the specific
date on which the cancellation period
expires and state that the consumer
may cancel by that date. The state-
ment must also specify the method or
methods by which the consumer may
cancel. If the creditor permits can-
cellation by mail, the statement must
specify that the consumer’s mailed re-
quest will be deemed timely if placed
in the mail not later than the cancella-
tion date specified on the disclosure.
The disclosures required by this para-
graph (c)(4) must be made more con-
spicuous than any other disclosure re-
quired under this section, except for
the finance charge, the interest rate,
and the creditor’s identity, which must
be disclosed in accordance with the re-
quirements of §1026.46(c)(2)(iii).

§1026.48 Limitations on private edu-
cation loans.

(a) Co-branding prohibited. (1) Except
as provided in paragraph (b) of this sec-
tion, a creditor, other than the covered
educational institution itself, shall not
use the name, emblem, mascot, or logo
of a covered educational institution, or
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other words, pictures, or symbols iden-
tified with a covered educational insti-
tution, in the marketing of private
education loans in a way that implies
that the covered education institution
endorses the creditor’s loans.

(2) A creditor’s marketing of private
education loans does not imply that
the covered education institution en-
dorses the creditor’s loans if the mar-
keting includes a clear and conspicuous
disclosure that is equally prominent
and closely proximate to the reference
to the covered educational institution
that the covered educational institu-
tion does not endorse the creditor’s
loans and that the creditor is not affili-
ated with the covered educational in-
stitution.

(b) Endorsed lender arrangements. If a
creditor and a covered educational in-
stitution have entered into an arrange-
ment where the covered educational in-
stitution agrees to endorse the credi-
tor’s private education loans, and such
arrangement is not prohibited by other
applicable law or regulation, paragraph
(a)(1) of this section does not apply if
the private education loan marketing
includes a clear and conspicuous dis-
closure that is equally prominent and
closely proximate to the reference to
the covered educational institution
that the creditor’s loans are not offered
or made by the covered educational in-
stitution, but are made by the creditor.

(c) Consumer’s right to accept. (1) The
consumer has the right to accept the
terms of a private education loan at
any time within 30 calendar days fol-
lowing the date on which the consumer
receives the disclosures required under
§1026.47(b).

(2) Except for changes permitted
under paragraphs (c)(3) and (c)(4), the
rate and terms of the private education
loan that are required to be disclosed
under §1026.47(b) and (¢c) may not be
changed by the creditor prior to the
earlier of:

(i) The date of disbursement of the
loan; or

(ii) The expiration of the 30 calendar
day period described in paragraph (c)(1)
of this section if the consumer has not
accepted the loan within that time.

(3) Ezxceptions mot requiring re-disclo-
sure. (i) Notwithstanding paragraph
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(c)(2) of this section, nothing in this
section prevents the creditor from:

(A) Withdrawing an offer before con-
summation of the transaction if the ex-
tension of credit would be prohibited
by law or if the creditor has reason to
believe that the consumer has com-
mitted fraud in connection with the
loan application;

(B) Changing the interest rate based
on adjustments to the index used for a
loan;

(C) Changing the interest rate and
terms if the change will unequivocally
benefit the consumer; or

(D) Reducing the loan amount based
upon a certification or other informa-
tion received from the covered edu-
cational institution, or from the con-
sumer, indicating that the student’s
cost of attendance has decreased or the
consumer’s other financial aid has in-
creased. A creditor may make cor-
responding changes to the rate and
other terms only to the extent that the
consumer would have received the
terms if the consumer had applied for
the reduced loan amount.

(ii) If the creditor changes the rate or
terms of the loan under this paragraph
(¢)(3), the creditor need not provide the
disclosures required under §1026.47(b)
for the new loan terms, nor need the
creditor provide an additional 30-day
period to the consumer to accept the
new terms of the loan under paragraph
(c)(1) of this section.

(4) Ezxceptions requiring re-disclosure.
(i) Notwithstanding paragraphs (c)(2)
or (c)(3) of this section, nothing in this
section prevents the creditor, at its op-
tion, from changing the rate or terms
of the loan to accommodate a specific
request by the consumer. For example,
if the consumer requests a different re-
payment option, the creditor may, but
need not, offer to provide the requested
repayment option and make any other
changes to the rate and terms.

(ii) If the creditor changes the rate or
terms of the loan under this paragraph
(c)(4), the creditor shall provide the
disclosures required under §1026.47(b)
and shall provide the consumer the 30-
day period to accept the loan under
paragraph (c)(1) of this section. The
creditor shall not make further
changes to the rates and terms of the
loan, except as specified in paragraphs
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(¢)(3) and (4) of this section. Except as
permitted under §1026.48(c)(3), unless
the consumer accepts the loan offered
by the creditor in response to the con-
sumer’s request, the creditor may not
withdraw or change the rates or terms
of the loan for which the consumer was
approved prior to the consumer’s re-
quest for a change in loan terms.

(d) Consumer’s right to cancel. The
consumer may cancel a private edu-
cation loan, without penalty, until
midnight of the third business day fol-
lowing the date on which the consumer
receives the disclosures required by
§1026.47(c). No funds may be disbursed
for a private education loan until the
three-business day period has expired.

(e) Self-certification form. For a pri-
vate education loan intended to be used
for the postsecondary educational ex-
penses of a student while the student is
attending an institution of higher edu-
cation, the creditor shall obtain from
the consumer or the institution of
higher education the form developed by
the Secretary of Education under sec-
tion 155 of the Higher Education Act of
1965, signed by the consumer, in writ-
ten or electronic form, before consum-
mating the private education loan.

(f) Provision of information by preferred
lenders. A creditor that has a preferred
lender arrangement with a covered
educational institution shall provide to
the covered educational institution the
information required under
§1026.47(a)(1) through (), for each type
of private education loan that the lend-
er plans to offer to consumers for stu-
dents attending the covered edu-
cational institution for the period be-
ginning July 1 of the current year and
ending June 30 of the following year.
The creditor shall provide the informa-
tion annually by the later of the 1st
day of April, or within 30 days after en-
tering into, or learning the creditor is
a party to, a preferred lender arrange-
ment.

Subpart G—Special Rules Appli-
cable to Credit Card Ac-
counts and Open-End Credit
Offered to College Students

§1026.51 Ability to Pay.

(a) General rule—(1)(1) Consideration of
ability to pay. A card issuer must not
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open a credit card account for a con-
sumer under an open-end (not home-se-
cured) consumer credit plan, or in-
crease any credit limit applicable to
such account, unless the card issuer
considers the consumer’s ability to
make the required minimum periodic
payments under the terms of the ac-
count based on the consumer’s income
or assets and the consumer’s current
obligations.

(i1) Reasonable policies and procedures.
Card issuers must establish and main-
tain reasonable written policies and
procedures to consider the consumer’s
ability to make the required minimum
payments under the terms of the ac-
count based on a consumer’s income or
assets and a consumer’s current obliga-
tions. Reasonable policies and proce-
dures include treating any income and
assets to which the consumer has a
reasonable expectation of access as the
consumer’s income or assets, or lim-
iting consideration of the consumer’s
income or assets to the consumer’s
independent income and assets. Rea-
sonable policies and procedures also in-
clude consideration of at least one of
the following: The ratio of debt obliga-
tions to income; the ratio of debt obli-
gations to assets; or the income the
consumer will have after paying debt
obligations. It would be unreasonable
for a card issuer not to review any in-
formation about a consumer’s income
or assets and current obligations, or to
issue a credit card to a consumer who
does not have any income or assets.

(2) Minimum periodic payments—i)
Reasonable method. For purposes of
paragraph (a)(1) of this section, a card
issuer must use a reasonable method
for estimating the minimum periodic
payments the consumer would be re-
quired to pay under the terms of the
account.

(i1) Safe harbor. A card issuer com-
plies with paragraph (a)(2)(i) of this
section if it estimates required min-
imum periodic payments using the fol-
lowing method:

(A) The card issuer assumes utiliza-
tion, from the first day of the billing
cycle, of the full credit line that the
issuer is considering offering to the
consumer; and

(B) The card issuer uses a minimum
payment formula employed by the
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