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Editorial Notes: 
This blackline includes only sections of the Truth in Lending Act affected by the Higher 
Education Opportunity Act.  Other sections of the TILA are not included in this blackline.  
Base text was downloaded from the FDIC website on August 7, 2008 
(http://www.fdic.gov/regulations/laws/rules/6500-100.html)  
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Sec. 103. [U.S.C. 1602] Definitions and rules of construction 

 (a)  The definitions and rules of construction set forth in this section are applicable for the purposes of 
this title.  
 (b)  The term "Board" refers to the Board of Governors of the Federal Reserve System.  
 (c)  The term "organization" means a corporation, government or governmental subdivision or agency, 
trust, estate, partnership, cooperative, or association.  
 (d)  The term "person" means a natural person or an organization.  
 (e)  The term "credit" means the right granted by a creditor to a debtor to defer payment of debt or to 
incur debt and defer its payment.  
 (f)  The term "creditor" refers only to a person who both (1) regularly extends, whether in connection 
with loans, sales of property or services, or otherwise, consumer credit which is payable by agreement in 
more than four installments or for which the payment of a finance charge is or may be required, and (2) is 
the person to whom the debt arising from the consumer credit transaction is initially payable on the face 
of the evidence of indebtedness or, if there is no such evidence of indebtedness, by agreement. 
Notwithstanding the preceding sentence, in the case of an open-end credit plan involving a credit card, 
the card issuer and any person who honors the credit card and offers a discount which is a finance 
charge are creditors. For the purpose of the requirements imposed under chapter 4 and sections 
127(a)(5), 127(a)(6), 127(a)(7), 127(b)(1), 127(b)(2), 127(b)(3), 127(b)(8), and 127(b)(10) of chapter 2 of 
this title, the term "creditor" shall also include card issuers whether or not the amount due is payable by 
agreement in more than four installments or the payment of a finance charge is or may be required, and 
the Board shall, by regulation, apply these requirements to such card issuers, to the extent appropriate, 
even though the requirements are by their terms applicable only to creditors offering open-end credit 
plans. Any person who originates 2 or more mortgages referred to in subsection (aa) in any 12-month 
period or any person who originates 1 or more such mortgages through a mortgage broker shall be 
considered to be a creditor for purposes of this title.  The term “creditor” includes a private educational 
lender (as that term is defined in section 140) for purposes of this title. 
 (g)  The term "credit sale" refers to any sale in which the seller is a creditor. The term includes any 
contract in the form of a bailment or lease if the bailee or lessee contracts to pay as compensation for use 
a sum substantially equivalent to or in excess of the aggregate value of the property and services 
involved and it is agreed that the bailee or lessee will become, or for no other or a nominal consideration 
has the option to become, the owner of the property upon full compliance with his obligations under the 
contract.  
 (h)  The adjective "consumer", used with reference to a credit transaction, characterizes the transaction 
as one in which the party to whom credit is offered or extended is a natural person, and the money, 
property, or services which are the subject of the transaction are primarily for personal, family, or 
household purposes.  
 (i)  The term "open end credit plan" means a plan under which the creditor reasonably contemplates 
repeated transactions, which prescribes the terms of such transactions, and which provides for a finance 
charge which may be computed from time to time on the outstanding unpaid balance. A credit plan which 
is an open end credit plan within the meaning of the preceding sentence is an open end credit plan even 
if credit information is verified from time to time.  
 (j)  The term "adequate notice", as used in section 133, means a printed notice to a cardholder which 
sets forth the pertinent facts clearly and conspicuously so that a person against whom it is to operate 
could reasonably be expected to have noticed it and understood its meaning. Such notice may be given 
to a cardholder by printing the notice on any credit card, or on each periodic statement of account, issued 
to the cardholder, or by any other means reasonably assuring the receipt thereof by the cardholder.  
 (k)  The term "credit card" means any card, plate, coupon book or other credit device existing for the 
purpose of obtaining money, property, labor, or services on credit.  
 (l)  The term "accepted credit card" means any credit card which the cardholder has requested and 
received or has signed or has used, or authorized another to use, for the purpose of obtaining money, 
property, labor, or services on credit.  
 (m)  The term "cardholder" means any person to whom a credit card is issued or any person who has 
agreed with the card issuer to pay obligations arising from the issuance of a credit card to another person.  
 (n)  The term "card issuer" means any person who issues a credit card, or the agent of such person 
with respect to such card.  
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 (o)  The term "unauthorized use", as used in section 133, means a use of a credit card by a person 
other than the cardholder who does not have actual, implied, or apparent authority for such use and from 
which the cardholder receives no benefit.  
 (p)  The term "discount" as used in section 167 means a reduction made from the regular price. The 
term "discount' as used in section 167 shall not mean a surcharge.  
 (q)  The term "surcharge" as used in section 103 and section 167 means any means of increasing the 
regular price to a cardholder which is not imposed upon customers paying by cash, check, or similar 
means.  
 (r)  The term "State" refers to any State, the Commonwealth of Puerto Rico, the District of Columbia, 
and any territory or possession of the United States.  
 (s)  The term "agricultural purposes" includes the production, harvest, exhibition, marketing, 
transportation, processing, or manufacture of agricultural products by a natural person who cultivates, 
plants, propagates, or nurtures those agricultural products, including but not limited to the acquisition of 
farmland, real property with a farm residence, and personal property and services used primarily in 
farming.  
 (t)  The term "agricultural products" includes agricultural, horticultural, viticultural, and dairy products, 
livestock, wildlife, poultry, bees, forest products, fish and shellfish, and any products thereof, including 
processed and manufactured products, and any and all products raised or produced on farms and any 
processed or manufactured products thereof.  
 (u)  The term "material disclosures" means the disclosure, as required by this title, of the annual 
percentage rate, the method of determining the finance charge and the balance upon which a finance 
charge will be imposed, the amount of the finance charge, the amount to be financed, the total of 
payments, the number and amount of payments, the due dates or periods of payments scheduled to 
repay the indebtedness, and the disclosures required by section 129(a).  
 (v)  The term "dwelling" means a residential structure or mobile home which contains one to four family 
housing units, or individual units of condominiums or cooperatives.  
 (w)  The term "residential mortgage transaction" means a transaction in which a mortgage, deed of 
trust, purchase money security interest arising under an installment sales contract, or equivalent 
consensual security interest is created or retained against the consumer's dwelling to finance the 
acquisition or initial construction of such dwelling.  
 (x)  As used in this section and section 167, the term "regular price" means the tag or posted price 
charged for the property or service if a single price is tagged or posted, or the price charged for the 
property or service when payment is made by use of an open-end credit plan or a credit card if either (1) 
no price is tagged or posted, or (2) two prices are tagged or posted, one of which is charged when 
payment is made by use of an open-end credit plan or a credit card and the other when payment is made 
by use of cash, check, or similar means. For purposes of this definition, payment by check, draft, or other 
negotiable instrument which may result in the debiting of an open-end credit plan or a credit cardholder's 
open-end account shall not be considered payment made by use of the plan or the account.  
 (y)  Any reference to any requirement imposed under this title or any provision thereof includes 
reference to the regulations of the Board under this title or the provision thereof in question.  
 (z)  The disclosure of an amount or percentage which is greater than the amount or percentage 
required to be disclosed under this title does not in itself constitute a violation of this title.  
 (aa)(1)  A mortgage referred to in this subsection means a consumer credit transaction that is secured 
by the consumer's principal dwelling, other than a residential mortgage transaction, a reverse mortgage 
transaction, or a transaction under an open end credit plan, if--  

(A)  the annual percentage rate at consummation of the transaction will exceed by more than 10 
percentage points the yield on Treasury securities having comparable periods of maturity on the 
fifteenth day of the month immediately preceding the month in which the application for the extension 
of credit is received by the creditor; or  

(B)  the total points and fees payable by the consumer at or before closing will exceed the greater 
of--  

(i)  8 percent of the total loan amount; or  
(ii)  $400.  

(2)(A)  After the 2-year period beginning on the effective date of the regulations promulgated under 
section 155 of the Riegle Community Development and Regulatory Improvement Act of 1994, and no 
more frequently than biennially after the first increase or decrease under this subparagraph, the Board 
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may by regulation increase or decrease the number of percentage points specified in paragraph (1)(A), 
if the Board determines that the increase or decrease is--  

(i)  consistent with the consumer protections against abusive lending provided by the 
amendments made by subtitle B of title I of the Riegle Community Development and Regulatory 
Improvement Act of 1994; and  

(ii)  warranted by the need for credit.  
(B)  An increase or decrease under subparagraph (A) may not result in the number of percentage 

points referred to in subparagraph (A) being--  
(i)  less that 8 percentage points; or  
(ii)  greater than 12 percentage points.  

(C)  In determining whether to increase or decrease the number of percentage points referred to in 
subparagraph (A), the Board shall consult with representatives of consumers, including low-income 
consumers, and lenders.  
(3)  The amount specified in paragraph (1)(B)(ii) shall be adjusted annually on January 1 by the 

annual percentage change in the Consumer Price Index, as reported on June 1 of the year preceding 
such adjustment.  

(4)  For purposes of paragraph (1)(B), points and fees shall include--  
(A)  all items included in the finance charge, except interest or the time-price differential;  
(B)  all compensation paid to mortgage brokers;  
(C)  each of the charges listed in section 106(e) (except an escrow for future payment of taxes), 

unless – 
(i)  the charge is reasonable;  
(ii)  the creditor receives no direct or indirect compensation; and  
(iii)  the charge is paid to a third party unaffiliated with the creditor; and  

(D)  such other charges as the Board determines to be appropriate.  
(5)  This subsection shall not be construed to limit the rate of interest or the finance charge that a 

person may charge a consumer for any extension of credit.  
(bb)  The term "reverse mortgage transaction" means a nonrecourse transaction in which a mortgage, 

deed of trust, or equivalent consensual security interest is created against the consumer's principal 
dwelling--  

(1)  securing one or more advances; and  
(2)  with respect to which the payment of any principal, interest, and shared appreciation or equity is 

due and payable (other than in the case of default) only after--  
(A)  the transfer of the dwelling;  
(B)  the consumer ceases to occupy the dwelling as a principal dwelling; or  
(C)  the death of the consumer. 
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Sec. 104 [15 U.S.C. 1603] Exempted transactions 

This title does not apply to the following:  
 (1)  Credit transactions involving extensions of credit primarily for business, commercial, or agricultural 
purposes, or to government or governmental agencies or instrumentalities, or to organizations.  
 (2)  Transactions in securities or commodities accounts by a broker-dealer registered with the 
Securities and Exchange Commission.  
 (3)  Credit transactions, other than those in which a security interest is or will be acquired in real 
property, or in personal property used or expected to be used as the principal dwelling of the consumer 
and other than private education loans (as that term is defined in section 140(a)), in which the total 
amount financed exceeds $25,000.  
 (4)  Transactions under public utility tariffs, if the Board determines that a State regulatory body 
regulates the charges for the public utility services involved, the charges for delayed payment, and any 
discount allowed for early payment.  
 (5)  Transactions for which the Board, by rule, determines that coverage under this title is not necessary 
to carry out the purposes of this title.  
 (6)  [Repealed]  
 (7)  Loans made, insured, or guaranteed pursuant to a program authorized by title IV of the Higher 
Education Act of 1965 (20 U.S.C. 1070 et seq.). 
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Sec. 128.  Consumer credit not under open end credit plans  

(a)  For each consumer credit transaction other than under an open end credit plan, the creditor shall 
disclose each of the following items, to the extent applicable:  

(1)  The identity of the creditor required to make disclosure.  
(2)(A)  The "amount financed", using that term, which shall be the amount of credit of which the 

consumer has actual use. This amount shall be computed as follows, but the computations need not be 
disclosed and shall not be disclosed with the disclosures conspicuously segregated in accordance with 
subsection (b)(1):  

(i)  take the principal amount of the loan or the cash price less downpayment and trade-in;  
(ii)  add any charges which are not part of the finance charge or of the principal amount of the 

loan and which are financed by the consumer, including the cost of any items excluded from the 
finance charge pursuant to section 106; and  

(iii)  subtract any charges which are part of the finance charge but which will be paid by the 
consumer before or at the time of the consummation of the transaction, or have been withheld 
from the proceeds of the credit.  
(B)  In conjunction with the disclosure of the amount financed, a creditor shall provide a statement 

of the consumer's right to obtain, upon a written request, a written itemization of the amount 
financed. The statement shall include spaces for a "yes" and "no" indication to be initialed by the 
consumer to indicate whether the consumer wants a written itemization of the amount financed. 
Upon receiving an affirmative indication, the creditor shall provide, at the time other disclosures are 
required to be furnished, a written itemization of the amount financed. For the purposes of this 
subparagraph, "itemization of the amount financed" means a disclosure of the following items, to the 
extent applicable:  

(i)  the amount that is or will be paid directly to the consumer;  
(ii)  the amount that is or will be credited to the consumer's account to discharge obligations 

owed to the creditor;  
(iii)  each amount that is or will be paid to third persons by the creditor on the consumer's 

behalf, together with an identification of or reference to the third person; and  
(iv)  the total amount of any charges described in the preceding subparagraph (A)(iii).  

(3)  The "finance charge", not itemized, using that term.  
(4)  The finance charge expressed as an "annual percentage rate", using that term. This shall not be 

required if the amount financed does not exceed $75 and the finance charge does not exceed $5, or if 
the amount financed exceeds $75 and the finance charge does not exceed $7.50.  

(5)  The sum of the amount financed and the finance charge, which shall be termed the "total of 
payments".  

(6)  The number, amount, and due dates or period of payments scheduled to repay the total of 
payments.  

(7)  In a sale of property or services in which the seller is the creditor required to disclose pursuant to 
section 121(b), the "total sale price", using that term, which shall be the total of the cash price of the 
property or services, additional charges, and the finance charge.  

(8)  Descriptive explanations of the terms "amount financed", "finance charge", "annual percentage 
rate", "total of payments", and "total sale price" as specified by the Board. The descriptive explanation 
of "total sale price" shall include reference to the amount of the downpayment.  

(9)  Where the credit is secured, a statement that a security interest has been taken in (A) the 
property which is purchased as part of the credit transaction, or (B) property not purchased as part of 
the credit transaction identified by item or type.  

(10)  Any dollar charge or percentage amount which may be imposed by a creditor solely on account 
of a late payment, other than a deferral or extension charge.  

(11)  A statement indicating whether or not the consumer is entitled to a rebate of any finance charge 
upon refinancing or prepayment in full pursuant to acceleration or otherwise, if the obligation involves a 
precomputed finance charge. A statement indicating whether or not a penalty will be imposed in those 
same circumstances if the obligation involves a finance charge computed from time to time by 
application of a rate to the unpaid principal balance.  
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(12)  A statement that the consumer should refer to the appropriate contract document for any 
information such document provides about nonpayment, default, the right to accelerate the maturity of 
the debt, and prepayment rebates and penalties.  

(13)  In any residential mortgage transaction, a statement indicating whether a subsequent 
purchaser or assignee of the consumer may assume the debt obligation on its original terms and 
conditions.  

(14)  In the case of any variable interest rate residential mortgage transaction, in disclosures 
provided at application as prescribed by the Board for a variable rate transaction secured by the 
consumer's principal dwelling, at the option of the creditor, a statement that the periodic payments may 
increase or decrease substantially, and the maximum interest rate and payment for a $10,000 loan 
originated at a recent interest rate, as determined by the Board, assuming the maximum periodic 
increases in rates and payments under the program, or a historical example illustrating the effects of 
interest rate changes implemented according to the loan program.  

(15)  In the case of a consumer credit transaction that is secured by the principal dwelling of the 
consumer, in which the extension of credit may exceed the fair market value of the dwelling, a clear 
and conspicuous statement that--  

(A)  the interest on the portion of the credit extension that is greater than the fair market value of 
the dwelling is not tax deductible for Federal income tax purposes; and  

(B)  the consumer should consult a tax adviser for further information regarding the deductibility of 
interest and charges.  

(b)(1)  Except as otherwise provided in this chapter, the disclosures required under subsection (a) shall 
be made before the credit is extended. Except for the disclosures required by subsection (a)(1) of this 
section, all disclosures required under subsection (a) and any disclosure provided for in subsection (b), 
(c), or (d) of section 106 shall be conspicuously segregated from all other terms, data, or information 
provided in connection with a transaction, including any computations or itemization.  

(2)  In the case of a residential mortgage transaction, as defined in section 103(w), which is also 
subject to the Real Estate Settlement Procedures Act, good faith estimates of the disclosures required 
under subsection (a) shall be made in accordance with regulations of the Board under section 121(c) 
before the credit is extended, or shall be delivered or placed in the mail not later than three business 
days after the creditor receives the consumer's written application, whichever is earlier. If the disclosure 
statement furnished within three days of the written application contains an annual percentage rate 
which is subsequently rendered inaccurate within the meaning of section 107(c), the creditor shall 
furnish another statement at the time of settlement or consummation.  

(3)  In the case of a credit transaction described in paragraph (15) of subsection (a), disclosures 
required by that paragraph shall be made to the consumer at the time of application for such extension 
of credit.  
(c)(1)  If a creditor receives a purchase order by mail or telephone without personal solicitation, and the 

cash price and the total sale price and the terms of financing, including the annual percentage rate, are 
set forth in the creditor's catalog or other printed material distributed to the public, then the disclosures 
required under subsection (a) may be made at any time not later than the date the first payment is due.  

(2)  If a creditor receives a request for a loan by mail or telephone without personal solicitation and 
the terms of financing, including the annual percentage rate for representative amounts of credit, are 
set forth in the creditor's printed material distributed to the public, or in the contract of loan or other 
printed material delivered to the obligor, then the disclosures required under subsection (a) may be 
made at any time not later than the date the first payment is due.  
(d)  If a consumer credit sale is one of a series of consumer credit sales transactions made pursuant to 

an agreement providing for the addition of the deferred payment price of that sale to an existing 
outstanding balance, and the person to whom the credit is extended has approved in writing both the 
annual percentage rate or rates and the method of computing the finance charge or charges, and the 
creditor retains no security interest in any property as to which he has received payments aggregating the 
amount of the sales price including any finance charges attributable thereto, then the disclosure required 
under subsection (a) for the particular sale may be made at any time not later than the date the first 
payment for that sale is due. For the purposes of this subsection, in the case of items purchased on 
different dates, the first purchased shall be deemed first paid for, and in the case of items purchased on 
the same date, the lowest priced shall be deemed first paid for. 

(e) TERMS AND DISCLOSURE WITH RESPECT TO PRIVATE EDUCATION LOANS.— 
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(1) DISCLOSURES REQUIRED IN PRIVATE EDUCATION LOAN APPLICATIONS AND 
SOLICITATIONS.—In any application for a private education loan, or a solicitation for a private 
education loan without requiring an application, the private educational lender shall disclose to the 
borrower, clearly and conspicuously— 

(A) the potential range of rates of interest applicable to the private education loan; 
(B) whether the rate of interest applicable to the private education loan is fixed or variable; 
(C) limitations on interest rate adjustments, both in terms of frequency and amount, or the lack 

thereof, if applicable; 
(D) requirements for a co-borrower, including any changes in the applicable interest rates without 

a co-borrower; 
(E) potential finance charges, late fees, penalties, and adjustments to principal, based on defaults 

or late payments of the borrower; 
(F) fees or range of fees applicable to the private education loan; 
(G) the term of the private education loan; 
(H) whether interest will accrue while the student to whom the private education loan relates is 

enrolled at a covered educational institution; 
(I) payment deferral options; 
(J) general eligibility criteria for the private education loan; 
(K) an example of the total cost of the private education loan over the life of the loan— 

(i) which shall be calculated using the principal amount and the maximum rate of interest 
actually offered by the private educational lender; and 

(ii) calculated both with and without capitalization of interest, if an option exists for postponing 
interest payments; 
(L) that a covered educational institution may have school-specific education loan benefits and 

terms not detailed on the disclosure form; 
(M) that the borrower 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.), in lieu of, or in addition 
to, a loan from a non-Federal source; 

(N) the interest rates available with respect to such Federal student financial assistance through a 
program under title IV of the Higher Education Act of 1965 (20 U.S.C. 1070 et seq.); 

(O) that, as provided in paragraph (6)— 
(i) the borrower shall have the right to accept the terms of the loan and consummate the 

transaction at any time within 30 calendar days (or such longer period as the private educational 
lender may provide) following the date on which the application for the private education loan is 
approved and the borrower receives the disclosure documents required under this subsection for 
the loan; and 

(ii) except for changes based on adjustments to the index used for a loan, the rates and terms 
of the loan may not be changed by the private educational lender during the period described in 
clause (i); 
(P) that, before a private education loan may be consummated, the borrower must obtain from the 

relevant institution of higher education the form required under paragraph (3), and complete, sign, 
and return such form to the private educational lender; 

(Q) that the consumer may obtain additional information concerning such Federal student financial 
assistance from their institution of higher education, or at the website of the Department of 
Education; and 

(R) such other information as the Board shall prescribe, by rule, as necessary or appropriate for 
consumers to make informed borrowing decisions. 
(2) DISCLOSURES AT THE TIME OF PRIVATE EDUCATION LOAN APPROVAL.—

Contemporaneously with the approval of a private education loan application, and before the loan 
transaction is consummated, the private educational lender shall disclose to the borrower, clearly and 
conspicuously— 

(A) the applicable rate of interest in effect on the date of approval; 
(B) whether the rate of interest applicable to the private education loan is fixed or variable; 
(C) limitations on interest rate adjustments, both in terms of frequency and amount, or the lack 

thereof, if applicable; 
(D) the initial approved principal amount; 
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(E) applicable finance charges, late fees, penalties, and adjustments to principal, based on 
borrower defaults or late payments, including limitations on the discharge of a private education loan 
in bankruptcy; 

(F) fees or range of fees applicable to the private education loan; 
(G) the maximum term under the private education loan program; 
(H) an estimate of the total amount for repayment, at both the interest rate in effect on the date of 

approval and at the maximum possible rate of interest offered by the private educational lender and 
applicable to the borrower, to the extent that such maximum rate may be determined, or if not, a 
good faith estimate thereof; 

(I) any principal and interest payments required while the student for whom the private education 
loan is intended is enrolled at a covered educational institution and unpaid interest that will accrue 
during such enrollment; 

(J) payment deferral options applicable to the borrower; 
(K) whether monthly payments are graduated; 
(L) that, as provided in paragraph (6)— 

(i) the borrower shall have the right to accept the terms of the loan and consummate the 
transaction at any time within 30 calendar days (or such longer period as the private educational 
lender may provide) following the date on which the application for the private education loan is 
approved and the borrower receives the disclosure documents required under this subsection for 
the loan; and  

(ii) except for changes based on adjustments to the index used for a loan, the rates and terms 
of the loan may not be changed by the private educational lender during the period described in 
clause (i); 
(M) that the borrower — 

(i) may qualify for Federal financial assistance through a program under title IV of the Higher 
Education Act of 1965 (20 U.S.C. 1070 et seq.), in lieu of, or in addition to, a loan from a non-
Federal source; and 

(ii) may obtain additional information concerning such assistance from their institution of higher 
education or the website of the Department of Education; 
(N) the interest rates available with respect to such Federal financial assistance through a 

program under title IV of the Higher Education Act of 1965 (20 U.S.C. 1070 et seq.); 
(O) the maximum monthly payment, calculated using the maximum rate of interest actually offered 

by the private educational lender and applicable to the borrower, to the extent that such maximum 
rate may be determined, or if not, a good faith estimate thereof; and 

(P) such other information as the Board shall prescribe, by rule, as necessary or appropriate for 
consumers to make informed borrowing decisions. 
(3) SELF-CERTIFICATION OF INFORMATION.— 

(A) IN GENERAL.—Before a private educational lender may consummate a private education loan 
with respect to a student attending an institution of higher education, the lender shall obtain from the 
applicant for the private education loan the form developed by the Secretary of Education under 
section 155 of the Higher Education Act of 1965, signed by the applicant, in written or electronic 
form. 

(B) RULE OF CONSTRUCTION.—No other provision of this subsection shall be construed to 
require a private educational lender to perform any additional duty under this paragraph, other than 
collecting the form required under subparagraph (A). 
(4) DISCLOSURES AT THE TIME OF PRIVATE EDUCATION LOAN CONSUMMATION.—

Contemporaneously with the consummation of a private education loan, a private educational lender 
shall make to the borrower each of the disclosures described in— 

(A) paragraph (2)(A) (adjusted, as necessary, for the rate of interest in effect on the date of 
consummation, based on the index used for the loan); 

(B) subparagraphs (B) through (K) and (M) through (P) of paragraph (2); and 
(C) paragraph (7). 

(5) FORMAT OF DISCLOSURES.— 
(A) MODEL FORM.—Not later than 2 years after the date of enactment of this subsection, the 

Board shall, based on consumer testing, and in consultation with the Secretary of Education, develop 
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and issue model forms that may be used, at the option of the private educational lender, for the 
provision of disclosures required under this subsection. 

(B) FORMAT.—Model forms developed under this paragraph shall— 
(i) be comprehensible to borrowers, with a clear format and design; 
(ii) provide for clear and conspicuous disclosures; 
(iii) enable borrowers easily to identify material terms of the loan and to compare such terms 

among private education loans; and 
(iv) be succinct, and use an easily readable type font. 

(C) SAFE HARBOR.—Any private educational lender that elects to provide a model form 
developed under this subsection that accurately reflects the practices of the private educational 
lender shall be deemed to be in compliance with the disclosures required under this subsection. 
(6) EFFECTIVE PERIOD OF APPROVED RATE OF INTEREST AND LOAN TERMS.— 

(A) IN GENERAL.—With respect to a private education loan, the borrower shall have the right to 
accept the terms of the loan and consummate the transaction at any time within 30 calendar days (or 
such longer period as the private educational lender may provide) following the date on which the 
application for the private education loan is approved and the borrower receives the disclosure 
documents required under this subsection for the loan, and the rates and terms of the loan may not 
be changed by the private educational lender during that period. 

(B) PROHIBITION ON CHANGES.—Except for changes based on adjustments to the index used 
for a loan, the rates and terms of the loan may not be changed by the private educational lender prior 
to the earlier of— 

(i) the date of acceptance of the terms of the loan and consummation of the transaction by the 
borrower, as described in subparagraph (A); or 

(ii) the expiration of the period described in subparagraph (A). 
(7) RIGHT TO CANCEL.—With respect to a private education loan, the borrower may cancel the 

loan, without penalty to the borrower, at any time within 3 business days of the date on which the loan 
is consummated, and the private educational lender shall disclose such right to the borrower in 
accordance with paragraph (4). 

(8) PROHIBITION ON DISBURSEMENT.—No funds may be disbursed with respect to a private 
education loan until the expiration of the 3-day period described in paragraph (7). 

(9) BOARD REGULATIONS.—In issuing regulations under this subsection, the Board shall prevent, 
to the extent possible, duplicative disclosure requirements for private educational lenders that are 
otherwise required to make disclosures under this title, except that in any case in which the disclosure 
requirements of this subsection differ or conflict with the disclosure requirements of any other provision 
of this title, the requirements of this subsection shall be controlling. 

(10) DEFINITIONS.—For purposes of this subsection, the terms ‘covered educational institution’, 
“private educational lender”, and “private education loan” have the same meanings as in section 140. 

(11) DUTIES OF LENDERS PARTICIPATING IN PREFERRED LENDER ARRANGEMENTS.—
Each private educational lender that has a preferred lender arrangement with a covered educational 
institution shall annually, by a date determined by the Board, in consultation with the Secretary of 
Education, provide to the covered educational institution such information as the Board determines to 
include in the model form developed under paragraph (5) for each type of private education loan that 
the lender plans to offer to students attending the covered educational institution, or to the families of 
such students, for the next award year (as that term is defined in section 481 of the Higher Education 
Act of 1965). 
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Sec. 130. [15 U.S.C. 1640]  Civil liability – 

(a)  Except as otherwise provided in this section, any creditor who fails to comply with any requirement 
imposed under this chapter, including any requirement under section 125 or chapter 4 or 5 of this title with 
respect to any person is liable to such person in an amount equal to the sum of--  

(1)  any actual damage sustained by such person as a result of the failure;  
(2)(A)(i)  in the case of an individual action twice the amount of any finance charge in connection with 

the transaction, (ii) in the case of an individual action relating to a consumer lease under chapter 5 of 
this title, 25 per centum of the total amount of monthly payments under the lease except that the liability 
under this subparagraph shall not be less than $100 nor greater than $1,000, or (iii) in the case of an 
individual action relating to a credit transaction not under an open end credit plan that is secured by 
real property or a dwelling, not less than $200 or greater than $2,000; or  

(B)  in the case of a class action, such amount as the court may allow, except that as to each 
member of the class no minimum recovery shall be applicable, and the total recovery under this 
subparagraph in any class action or series of class actions arising out of the same failure to comply 
by the same creditor shall not be more than the lesser of $500,000 or 1 per centum of the net worth 
of the creditor;  
(3)  in the case of any successful action to enforce the foregoing liability or in any action in which a 

person is determined to have a right of rescission under section 125 or 128(e)(7), the costs of the 
action, together with a reasonable attorney's fee as determined by the court.  

In determining the amount of award in any class action, the court shall consider, among other 
relevant factors, the amount of any actual damages awarded, the frequency and persistence of failures 
of compliance by the creditor, the resources of the creditor, the number of persons adversely affected, 
and the extent to which the creditor's failure of compliance was intentional. In connection with the 
disclosures referred to in subsections (a) and (b) of section 127, a creditor shall have a liability 
determined under paragraph (2) only for failing to comply with the requirements of section 125, section 
127(a), or of paragraph (4), (5), (6), (7), (8), (9), or (10) of section 127(b) or for failing to comply with 
disclosure requirements under State law for any term or item which the Board has determined to be 
substantially the same in meaning under section 111(a)(2) as any of the terms or items referred to in 
section 127(a) or any of those paragraphs of section 127(b). In connection with the disclosures referred 
to in subsection (c) or (d) of section 127, a card issuer shall have a liability under this section only to a 
cardholder who pays a fee described in section 127(c)(1)(A)(ii)(I) or section 127(c)(4)(A)(i) or who uses 
the credit card or charge card. In connection with the disclosures referred to in section 128, a creditor 
shall have a liability determined under paragraph (2) only for failing to comply with the requirements of 
section 125 or 125 of paragraph (2) (insofar as it requires a disclosure of the "amount financed" ), (3), 
(4), (5), (6), or (9) of section 128(a), of subparagraphs (A), (B), (D), (F), or (J) of section 128(e)(2) (for 
purposes of paragraph (2) or (4) of section 128(e)), or paragraph (4)(C), (6), (7), or (8) of section 
128(e), or for failing to comply with disclosure requirements under State law for any term which the 
Board has determined to be substantially the same in meaning under section 111(a)(2) as any of the 
terms referred to in any of those paragraphs of section 128(a). With respect to any failure to make 
disclosures required under this chapter or chapter 4 or 5 of this title, liability shall be imposed only upon 
the creditor required to make disclosure, except as provided in section 131; and  

(4)  in the case of a failure to comply with any requirement under section 129, an amount equal to 
the sum of all finance charges and fees paid by the consumer, unless the creditor demonstrates that 
the failure to comply is not material.  
(b)  A creditor or assignee has no liability under this section or section 108 or section 112 for any failure 

to comply with any requirement imposed under this chapter or chapter 5, if within sixty days after 
discovering an error, whether pursuant to a final written examination report or notice issued under section 
108(e)(1) or through the creditor's or assignee's own procedures, and prior to the institution of an action 
under this section or the receipt of written notice of the error from the obligor, the creditor or assignee 
notifies the person concerned of the error and makes whatever adjustments in the appropriate account 
are are necessary to assure that the person will not be required to pay an amount in excess of the charge 
actually disclosed, or the dollar equivalent of the annual percentage rate actually disclosed, whichever is 
lower.  

(c)  A creditor or assignee may not be held liable in any action brought under this section or section 
125 for a violation of this title if the creditor or assignee shows by a preponderance of evidence that the 
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violation was not intentional and resulted from a bona fide error notwithstanding the maintenance of 
procedures reasonably adapted to avoid any such error. Examples of a bona fide error include, but are 
not limited to, clerical, calculation, computer malfunction and programming, and printing errors, except 
that an error of legal judgment with respect to a person's obligations under this title is not a bona fide 
error.  

(d)  When there are multiple obligors in a consumer credit transaction or consumer lease, there shall 
be no more than one recovery of damages under subsection (a)(2) for a violation of this title.  

(e)  Any action under this section may be brought in any United States district court, or in any other 
court of competent jurisdiction, within one year from the date of the occurrence of the violation or, in the 
case of a violation involving a private education loan (as that term is defined in section 140(a)), 1 year 
from the date on which the first regular payment of principal is due under the loan. This subsection does 
not bar a person from asserting a violation of this title in an action to collect the debt which was brought 
more than one year from the date of the occurrence of the violation as a matter of defense by recoupment 
or set-off in such action, except as otherwise provided by State law. An action to enforce a violation of 
section 129 may also be brought by the appropriate State attorney general in any appropriate United 
States district court, or any other court of competent jurisdiction, not later than 3 years after the date on 
which the violation occurs. The State attorney general shall provide prior written notice of any such civil 
action to the Federal agency responsible for enforcement under section 108 and shall provide the agency 
with a copy of the complaint. If prior notice is not feasible, the State attorney general shall provide notice 
to such agency immediately upon instituting the action. The Federal agency may--  

(1)  intervene in the action;  
(2)  upon intervening--  

(A)  remove the action to the appropriate United States district court, if it was not originally brought 
there; and  

(B)  be heard on all matters arising in the action; and  
(3)  file a petition for appeal.  

(f)  No provision of this section, section 108(b), section 108(c), section 108(e), or section 112 imposing 
any liability shall apply to any act done or omitted in good faith in conformity with any rule, regulation, or 
interpretation thereof by the Board, or in conformity with any interpretation or approval by an official or 
employee of the Federal Reserve System duly authorized by the Board to issue such interpretations or 
approvals under such procedures as the Board may prescribe therefor, notwithstanding that after such 
act or omission has occurred, such rule, regulation, interpretation, or approval is amended, rescinded, or 
determined by judicial or other authority to be invalid for any reason.  

(g)  The multiple failure to disclose to any person any information required under this chapter or 
chapter 4 or 5 of this title to be disclosed in connection with a single account under an open end 
consumer credit plan, other single consumer credit sale, consumer loan, consumer lease or other 
extension of consumer credit, shall entitle the person to a single recovery under this section but continued 
failure to disclose after a recovery has been granted shall give rise to rights to additional recoveries. This 
subsection does not bar any remedy permitted by section 125.  

(h)  A person may not take any action to offset any amount for which a creditor or assignee is 
potentially liable to such person under subsection (a)(2) against any amount owed by such person, unless 
the amount of the creditor's or assignee's liability under this title has been determined by judgment of a 
court of competent jurisdiction in an action of which such person was a party. This subsection does not 
bar a consumer then in default on the obligation from asserting a violation of this title as an original action, 
or as a defense or counterclaim to an action to collect amounts owed by the consumer brought by a 
person liable under this title.  

(i)  CLASS ACTION MORATORIUM.--  
(1)  IN GENERAL.--During the period beginning on the date of the enactment of the Truth in Lending 

Class Action Relief Act of 1995 and ending on October 1, 1995, no court may enter any order certifying 
any class in any action under this title--  

(A)  which is brought in connection with any credit transaction not under an open end credit plan 
which is secured by a first lien on real property or a dwelling and constitutes a refinancing or 
consolidation of an existing extension of credit; and (B)  which is based on the alleged failure of a 
creditor--  

(i)  to include a charge actually incurred (in connection with the transaction) in the finance 
charge disclosed pursuant to section 128;  
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(ii)  to properly make any other disclosure required under section 128 as a result of the failure 
described in clause (i); or  

(iii)  to provide proper notice of rescission rights under section 125(a) due to the selection by the 
creditor of the incorrect form from among the model forms prescribed by the Board or from among 
forms based on such model forms.  

(2)  Exceptions For Certain Alleged Violations.--Paragraph (1) shall not apply with respect to any 
action--  

(A)  described in clause (i) or (ii) of paragraph (1)(B), if the amount disclosed as the finance 
charge results in an annual percentage rate that exceeds the tolerance provided in section 107(c); or  

(B)  described in paragraph (1)(B)(iii), if--  
(i)  no notice relating to rescission rights under section 125(a) was provided in any form; or  
(ii)  proper notice was not provided for any reason other than the reason described in such 

paragraph. 
(j) PRIVATE EDUCATIONAL LENDER.—A private educational lender (as that term is defined in 

section 140(a)) has no liability under this section for failure to comply with section 128(e)(3)). 
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 Sec. 140. Preventing unfair and deceptive private educational lending practices and eliminating 
conflicts of interest  

(a) DEFINITIONS.—As used in this section—  
(1) the term “covered educational institution”—  

(A) means any educational institution that offers a postsecondary educational degree, certificate, 
or program of study (including any institution of higher education); and  

(B) includes an agent, officer, or employee of the educational institution;  
(2) the term “gift”—  

(A)(i) means any gratuity, favor, discount, entertainment, hospitality, loan, or other item having 
more than a de minimis monetary value, including services, transportation, lodging, or meals, 
whether provided in kind, by purchase of a ticket, payment in advance, or reimbursement after the 
expense has been incurred; and  

(ii) includes an item described in clause (i) provided to a family member of an officer, employee, 
or agent of a covered educational institution, or to any other individual based on that individual’s 
relationship with the officer, employee, or agent, if—  

(I) the item is provided with the knowledge and acquiescence of the officer, employee, or 
agent; and  

(II) the officer, employee, or agent has reason to believe the item was provided because of 
the official position of the officer, employee, or agent; and  

(B) does not include—  
(i) standard informational material related to a loan, default aversion, default prevention, or 

financial literacy;  
(ii) food, refreshments, training, or informational material furnished to an officer, employee, or 

agent of a covered educational institution, as an integral part of a training session or through 
participation in an advisory council that is designed to improve the service of the private 
educational lender to the covered educational institution, if such training or participation 
contributes to the professional development of the officer, employee, or agent of the covered 
educational institution;  

(iii) favorable terms, conditions, and borrower benefits on a private education loan provided to a 
student employed by the covered educational institution, if such terms, conditions, or benefits are 
not provided because of the student’s employment with the covered educational institution;  

(iv) the provision of financial literacy counseling or services, including counseling or services 
provided in coordination with a covered educational institution, to the extent that such counseling 
or services are not undertaken to secure—  

(I) applications for private education loans or private education loan volume;  
(II) applications or loan volume for any loan made, insured, or guaranteed under title IV of the 

Higher Education Act of 1965 (20 U.S.C. 1070 et seq.); or  
(III) the purchase of a product or service of a specific private educational lender;  

(v) philanthropic contributions to a covered educational institution from a private educational 
lender that are unrelated to private education loans and are not made in exchange for any 
advantage related to private education loans; or  

(vi) State education grants, scholarships, or financial aid funds administered by or on behalf of a 
State;  

(3) the term “institution of higher education” has the same meaning as in section 102 of the Higher 
Education Act of 1965 (20 U.S.C. 1002);  

(4) the term “postsecondary educational expenses” means any of the expenses that are included as 
part of the cost of attendance of a student, as defined under section 472 of the Higher Education Act of 
1965 (20 U.S.C. 1087ll);  

(5) the term “preferred lender arrangement” has the same meaning as in section 151 of the Higher 
Education Act of 1965;  

(6) the term “private educational lender” means—  
(A) a financial institution, as defined in section 3 of the Federal Deposit Insurance Act (12 U.S.C. 

1813) that solicits, makes, or extends private education loans;  
(B) a Federal credit union, as defined in section 101 of the Federal Credit Union Act (12 U.S.C. 

1752) that solicits, makes, or extends private education loans; and  
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(C) any other person engaged in the business of soliciting, making, or extending private education 
loans;  
(7) the term “private education loan”—  

(A) means a loan provided by a private educational lender that—  
(i) is not made, insured, or guaranteed under of title IV of the Higher Education Act of 1965 (20 

U.S.C. 1070 et seq.); and  
(ii) is issued expressly for postsecondary educational expenses to a borrower, regardless of 

whether the loan is provided through the educational institution that the subject student attends or 
directly to the borrower from the private educational lender; and  
(B) does not include an extension of credit under an open end consumer credit plan, a reverse 

mortgage transaction, a residential mortgage transaction, or any other loan that is secured by real 
property or a dwelling; and  
(8) the term “revenue sharing” means an arrangement between a covered educational institution and 

a private educational lender under which—  
(A) a private educational lender provides or issues private education loans with respect to 

students attending the covered educational institution;  
(B) the covered educational institution recommends to students or others the private educational 

lender or the private education loans of the private educational lender; and  
(C) the private educational lender pays a fee or provides other material benefits, including profit 

sharing, to the covered educational institution in connection with the private education loans provided 
to students attending the covered educational institution or a borrower acting on behalf of a student.  

(b) PROHIBITION ON CERTAIN GIFTS AND ARRANGEMENTS.—A private educational lender may 
not, directly or indirectly—  

(1) offer or provide any gift to a covered educational institution in exchange for any advantage or 
consideration provided to such private educational lender related to its private education loan activities; 
or  

(2) engage in revenue sharing with a covered educational institution.  
(c) PROHIBITION ON CO-BRANDING.—A private educational lender may not use the name, emblem, 

mascot, or logo of the covered educational institution, or other words, pictures, or symbols readily 
identified with the covered educational institution, in the marketing of private education loans in any way 
that implies that the covered educational institution endorses the private education loans offered by the 
private educational lender.  

(d) ADVISORY BOARD COMPENSATION.—Any person who is employed in the financial aid office of 
a covered educational institution, or who otherwise has responsibilities with respect to private education 
loans or other financial aid of the institution, and who serves on an advisory board, commission, or group 
established by a private educational lender or group of such lenders shall be prohibited from receiving 
anything of value from the private educational lender or group of lenders. Nothing in this subsection 
prohibits the reimbursement of reasonable expenses incurred by an employee of a covered educational 
institution as part of their service on an advisory board, commission, or group described in this 
subsection.  

(e) PROHIBITION ON PREPAYMENT OR REPAYMENT FEES OR PENALTY.—It shall be unlawful for 
any private educational lender to impose a fee or penalty on a borrower for early repayment or 
prepayment of any private education loan. 
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