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The Student Lending Accountability, Transparency, 
and Enforcement Act
On May 29, 2007, Governor Spitzer signed into law the Student Lending Accountability, Transpar-
ency, and Enforcement Act (“SLATE Act” or “Act”).  The SLATE Act, effective on November 25, 
2007, is the first state law in the country aimed at ending conflicts of interest in the student loan 
industry.  The legislation followed Attorney General Cuomo’s ongoing national investigation into the 
$85 billion-a-year student loan industry.  The investigation uncovered widespread abuse in the 
student loan industry where colleges and universities were rewarded for promoting certain lenders 
through gifts, preferred lender lists, and revenue-sharing agreements.

The Act was adopted to ensure that loan practices at colleges and universities are in the best 
interests of the borrowers, not the higher education institutions.

PROHIBITIONS

The Act prohibits:

■ Lenders from making gifts – including the practice of revenue sharing with colleges and 
universities or their employees - in exchange for any advantage in loan activities; 

■ Colleges and universities from soliciting, accepting or receiving any gifts whatsoever – 
including those construed as part of a revenue-sharing practice – from lenders in exchange 
for advantageous loan consideration; 

■ College and university employees from receiving any advantage, reimbursement, or benefit for 
serving as a member of a lender’s advisory board; 

■ Lender employees and agents from posing as college or university employees, including 
staffing the school’s financial aid offices; and

■ Lenders and schools from agreeing to certain quid-pro-quo high-risk loans that prejudice 
other borrowers or potential borrowers.

Additionally, the Act sets forth strict standards that colleges and universities must meet if they 
continue to use “preferred lender” practices.

RELEVANT DEFINITIONS
Covered Institutions

■ Colleges and universities

■ Vocational institutions   
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■ Programs approved under New York Education Law Section 601: (1) collegiate-level 
programs leading to a degree, or programs leading to a diploma or certificate that are fully 
creditable towards a degree program in that institution; (2) study and training programs 
offered by a hospital school, a community college, a unit of the State University of New 
York, a unit of the City University of New York, or an institution chartered by the Regents or 
by the Legislature for the purpose of granting degrees leading to licensure as a professional 
registered or practical nurse or to certification in an area of medical or health technology; 
and (3) two-year programs offered in a registered private business school.

Lending Institution
Any entity that makes educational loans to pay for or finance higher education expenses, or 
securitizes such educational loans, or guarantees such loans, or any entity that receives money 
related to educational loan activities from the maker or guarantor of such loan.

Gift
Any discount, favor, gratuity, inducement, loan, stock, thing of value, or other item having more 
than nominal value. The term “gift” includes, but is not limited to, any money, service, loan, 
entertainment, honoraria, hospitality, meals, travel expenses, and ticket purchases.

Preferred Lender List
One or more recommended or suggested lending institutions that a covered institution makes 
available for use, in print or any other form, by borrowers, potential borrowers, or others.

Revenue Sharing
Any arrangement whereby a lending institution pays a covered institution or an affiliated entity or 
organization of such covered institution a percentage of the principal of each loan made to a 
borrower at the covered institution by the lending institution.

ENFORCEMENT
The New York State Department of Education is charged with enforcement of the Act. If, after 
providing notice and an opportunity for a hearing, the Department determines that a covered 
institution or lending institution has violated any term or provision of the Act, then the covered 
institution or lending institution may be liable for a civil penalty. In taking action against the 
covered or lending institution, consideration is given to the nature and severity of the violations. 
The maximum penalty against a covered institution cannot exceed $50,000. An employee of a 
covered institution can be penalized up to $7,500.

REPORTING REQUIREMENTS
Covered institutions must:

■ Report to the Department of Education any instance of a lending institution attempting to 
give a gift to the covered institution or its employee.

■ Report to the Department of Education all participation or financial interest related to any 
lending institution if an employee is directly involved with or benefits from the functions of 
the covered institution’s financial aid office. 
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RECOMMENDATION
We recommend that covered institutions adopt a policy with the following components:

■ Covered institution is prohibited from receiving anything of value from any lending institution 
in exchange for any advantage sought by the lending institution.  This severs any inappropri-
ate financial arrangements between lenders and schools and specifically prohibits "revenue 
sharing" arrangements.  Lenders can no longer pay to get on a school’s preferred lender list. 

■ Covered institution employees are prohibited from taking anything of more than nominal 
value from any lending institution.  This includes a prohibition on paid trips for financial aid 
officers and other college officials. 

■ Covered institution employees are prohibited from receiving anything of value for serving on 
the advisory board of any lending institution.  

■ Covered institution preferred lender lists must be based solely on the best interests of the 
students or parents who may use the list without regard to financial interests of the covered 
institution.  This ensures that preferred lenders will be those the school has determined 
should be preferred by students as opposed to preferred by the school.  

■ On all preferred lender lists the covered institution must clearly and fully disclose the 
criteria and process used to select preferred lenders.  Students must also be told that they 
have the right and ability to select the lender of their choice regardless of the preferred 
lender list. 

■ No lender may appear on a preferred lender list if the lender has an agreement to sell its 
loans to another lender without disclosing this fact.  In addition, no lender may bargain to be 
a preferred lender with respect to a certain type of loan by providing benefits to a covered 
institution for another type of loan.  

■ Covered institution must ensure that employees of lenders never identify themselves to 
students as employees of the covered institution.  No employee of a lender shall be allowed 
to provide staffing assistance to a college financial aid office. 

THE FUTURE
Congressional leaders have endorsed the SLATE Act as a national model.  Other states are likely to 
follow New York’s lead.

If you have any questions regarding this memorandum, please contact a member of our Higher 
Education Practice Group.
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