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In the Matter of 

SLM Corporation, 

Respondent. 

ASSURANCE OF DISCONTINUANCE 

WHEREAS the Office of Attorney General of the State of New York (the 

"OAG") has commenced an investigation pursuant to Executive Law Q 63(12) and General 

Business Law $8 349 and 350 into practices related to higher education loans offered to students 

and parents (the "Investigation"); 

WHEREAS in the course of the Investigation the OAG reviewed extensive 

evidence; 

WREREAS SLM Corporation (including its subsidiaries and affiliates, referred 

to herein as "Sallie Mae") has cooperated in the Investigation by voluntarily producing evidence 

and answering questions relevant to the Investigation; 

WHEREAS, as set forth in the findings of fact ("Findings") below, the OAG 

asserts that its Investigation has revealed that many institutions of higher education and lenders 

that provide loans to or on behalf of students of those institutions have engaged in certain acts, 

practices and omissions that violated Executive Law Q 63(12) and General Business Law $5 349 

and 350; 

WHEREAS, as set forth below in section I(B), the OAG alleges that Sallie Mae 

has engaged in certain of the practices that violate these statutes; 



WHEREAS Sallie Mae does not admit, and expressly denies, that its conduct 

constituted any violation of law; 

WHEREAS Sallie Mae has advised the OAG of its desire to resolve the 

Investigation through this Assurance of Discontinuance (the "Assurance"); 

WHEREAS Sallie Mae, without admitting the OAG's Findings and assertions 

made below, has agreed to alter its practices with respect to education loans, to make a 

contribution of $2 million to the OAG's national fund for educating high school seniors and their 

parents about the financial aid process and to adopt a Code of Conduct for education loan 

practices, all as set forth specifically below; 

NOW THEREFORE, the OAG, based upon the Investigation, makes the 

following Findings: 

I. FINDINGS OF THE ATTORNEY GENERAL 

A. Industry-Wide Findings 

The Investigation has covered many lenders and institutions of higher education. 

Based on the Investigation, the OAG makes the following findings as to common practices found 

throughout the nation's higher education loan industry. The Attorney General does not allege 

that Sallie Mae has engaged in each of the industry wide practices, many of which practices do 

not apply to Sallie Mae. 

1. Many students and their families are unable to pay all of the expenses appurtenant 

to higher education. In addition to grants, scholarships and work-study programs, significant 

numbers of students and their parents turn to loans to cover what they cannot otherwise afford to 

pay. Higher education loans constitute an $85 billion per year industry. 



2. Higher education loans take several forms. By dollar amount, most loans are 

borrowed by students themselves and are federally regulated and guaranteed. The federal 

government has created a program for providing loans, known as "Stafford Loans," to students. 

The interest rate for Stafford Loans is set by the federal government. Lenders, however, have 

wide latitude in offering benefits to borrowers, including discounts off of that interest rate. 

3. Other federal loans, known as "PLUS Loans" are offered to students' parents to 

cover higher education expenses incurred by their children and to graduate students. L i e  

Stafford Loans, the federalgovernment sets the interest rates for PLUS Loans, and lenders have 

wide latitude in offering borrower benefits. 
- - -  - .- - - - - - - - - - - - - - - - . - -  

4. In addition to the federal loans described above, parents or students can obtain 

private "alternative loans" to cover educational expenses not covered by other financial aid. The 

federal government does not sponsor, subsidize or guarantee altemative loans. Accordingly, the 

interest rate and other terms of the loans are determined by the borrower's creditworthiness and 

market forces. 

I .  "Preferred Lender" Lists 

5 .  In response to the staggering array of lenders that offer each of the various types 

of education loans, some institutions of higher education have created lists of recommended 

lenders. Institutions of higher education that use such lists - often referred to and referred to 

herein as "Preferred Lender Lists" - usually have separate lists for each of the several types of 

education loans available. In some instances, such Preferred Lender Lists contain dozens of 

potential lenders that meet certain minimal requirements; in other instances, the Preferred Lender 

Lists contain only a handful of lenders, or even a single one. 
































