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STUDENT LOAN DISCLOSURES

SUMMARY: In 1999, the Maine Legislature enacted P.L. 1999, c. 443, “An Act to Provide for the 1999 and 2000 Allocations of the State Ceiling on Private Activity Bonds,” effective June 9, 1999. Section 2 of the law amended 10 M.R.S.A. §363(8), entitled “Allocation for educational bonds,” which applies to lenders or issuers of student loans resulting from an allocation of the state private activity bond ceiling. 10 M.R.S.A. §363(8)(A) authorizes the Bureau of Financial Institutions and the Bureau of Consumer Credit Protection to promulgate a joint rule establishing uniform disclosure requirements for any such student loans, and further establishing sanctions for noncompliance.
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I.
AUTHORITY

This rule is promulgated pursuant to the authority granted to the Bureau of Financial Institutions and the Bureau of Consumer Credit Protection, within the Department of Professional and Financial Regulation, pursuant to 9-A M.R.S.A. §8-104(1) and 10 M.R.S.A. §363(8)(A).

II.
PURPOSE

This rule establishes disclosure and procedural requirements regarding the terms and conditions for student loan products offered by lenders and issuers resulting from an allocation of the State ceiling. Its purpose is to ensure that student loan borrowers are provided with complete disclosures so that they may make informed choices among the various products available.

III.
APPLICABILITY


Pursuant to 10 M.R.S.A. §363, this rule applies only to student loans made on or after August 1, 2000 that are funded in whole or in part with proceeds of tax-exempt bonds utilizing state ceiling.

IV.
DEFINITIONS

For purposes of this rule, the following terms have the following meanings:

A.
“Administrator” means the Bureau of Financial Institutions, if the issuer or lender is a financial institution or credit union established pursuant to state or federal law; for all other lenders and issuers, “Administrator” means the Bureau of Consumer Credit Protection.

B.
“Advertisement” means a commercial message in any medium that promotes, directly or indirectly, any student loan subject to this rule. The Administrator shall be guided by the definition of “advertisement” set forth in Regulation Z, 12 C.F.R. §226.2(a)(2) and the Official Staff Commentary thereto.

C.
“Issuer” means any entity designated to receive a portion of the State ceiling allocated for educational bonds pursuant to 10 M.R.S.A. §363(8).

D.
“Lender” means the entity to which the debt is initially payable on the face of the promissory note.

E.
“State ceiling” has the same meaning as set forth in 10 M.R.S.A. §361(5).

V.
REQUIREMENTS AND PROCEDURES FOR DISCLOSURE OF THE TERMS OF STUDENT LOANS RESULTING FROM AN ALLOCATION OF THE STATE CEILING

A.
Required disclosures. The terms and conditions of any student loan subject to this rule shall be disclosed pursuant to either:


(1)
The regulations of the U.S. Department of Education, Office of Postsecondary Education, 34 C.F.R. §682.205 (July 1, 1999 edition)
; or


(2)
The provisions of Federal Truth-in-Lending Regulation Z, 12 C.F.R. Part 1026
 and the Official Staff Commentary to the same.

B.
Additional disclosures. In addition to the disclosures required in §V(A) of this regulation, and at the same time such disclosures are provided, the lender must fully disclose the terms and conditions of obtaining any interest rate discount or other discount or savings.


C.
Provision of sample disclosures to Administrator. Prior to advertising, offering, or making available any student loan product subject to this rule, an issuer or lender must provide to the Administrator examples of the disclosures that must be made to loan recipients or obligors pursuant to this regulation. If a student loan product subject to this rule is modified, any revised disclosures must be provided by the issuer or lender to the Administrator prior to advertising, offering or making available the modified product. In addition, upon request of the Administrator to an issuer or lender, a lender or issuer must provide to the Administrator a projection of the approximate number or percentage of loan obligors who are likely to benefit from the discounts, including the source of the information and the basis for any projections. Sample disclosures and other information provided to the Administrator pursuant to this paragraph shall be available to the public at any time after the initial advertising, offering or making available of the student loan product to which it applies.
VI.
ADVERTISING


A.
All advertisements for student loans subject to this rule shall conform to the requirements of federal Regulation Z, 12 C.F.R. Part 1026, §1026.24, “Advertising,” including subsection (a) (“Actually available terms”); subsection (b) (“Advertisement of rate of finance charge”); subsection (c) (“Advertisement of terms that require additional disclosures”); and subsection (d) (“Catalogs and multiple-page advertisements”).

B.
Any advertisement that includes a reference to an interest rate discount or other discount or savings must fully describe all of the terms and conditions of obtaining such discount or savings. Any advertisement must also include a statement that a projection of the number or percentage of loan obligors who are likely to benefit from the discount is available from the advertiser upon request. If requested, the advertiser must provide such a projection.


C.
A lender or issuer may not utilize advertising that is inaccurate, misleading or which misrepresents student loan products. Inaccurate or misleading advertising includes, but is not limited to, advertising that makes any statement or claim which cannot be substantiated, which incorrectly represents the terms and conditions of the product offered, or which has a tendency or capacity to deceive.


D.
All claims, including claims of certain dollar amounts saved, made of a comparative nature must be capable of substantiation, must be verified by the regulated institution prior to the appearance of the advertising, and must be substantiated upon request of the Administrator.

VII.
SANCTIONS AND ENFORCEMENT

The provisions of the Maine Consumer Credit Code, Title 9-A MRSA, including Article 5, Remedies and Penalties, Article 6, Administration (Part 1, Powers and Functions of Administrator) and Article 8, Truth-in-Lending, shall apply to violations of this regulation. In addition, if the lender is a financial institution, a violation of this rule shall constitute an unfair and deceptive trade practice, enforceable in accordance with Title 9-B, chapter 24.

EFFECTIVE DATE:


August 1, 2000
NON-SUBSTANTIVE CORRECTIONS:


July 15, 2013 – citations and footnote adjustments
� Copies of 34 C.F.R. §682.205 may be obtained at cost from the Bureau of Financial Institutions or the Bureau of Consumer Credit Protection or from the U. S. Department of Education, Office of Postsecondary Education, Washington, D.C. 20202. In addition, a copy may be obtained via the Internet at � HYPERLINK "http://www.access.gpo.gov/nara/cfr/cfr-table-search.html" �http://www.access.gpo.gov/nara/cfr/cfr-table-search.html� .





� Copies of 12 C.F.R. Part 1026 may be obtained at cost from the Bureau of Financial Institutions or the Bureau of Consumer Credit Protection, or from the Consumer Financial Protection Bureau at � HYPERLINK "http://www.consumerfinance.gov" �www.consumerfinance.gov� .





