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Grad PLUS MPN, Credit Check, and Drawdown/Disbursement Information

This document provides additional information about key processing functions related to Federal Direct PLUS Loans (Direct PLUS Loans) for graduate or professional student PLUS borrowers (Grad PLUS borrowers).

This information will assist schools in processing loans for Grad PLUS borrowers before full Common Origination and Disbursement (COD) System functionality is available August 12, 2006.

In this document, we cover information in the following order:

· Paper PLUS MPN Completion

· Electronic PLUS MPN Completion

· Credit Checks

· Drawdowns and Disbursements

Paper PLUS MPN Completion

· A Grad PLUS borrower may complete a paper Federal Direct PLUS Loan Application and Master Promissory Note (PLUS MPN) now.
· An Electronic Announcement posted on May 19, 2006 (http://www.ifap.ed.gov/eannouncements/0519HERAOPSGUIDEPNOTE.html) announced and provided the addendum to the PLUS MPN (Addendum).  As explained in the announcement, until we develop a revised PLUS MPN that incorporates the changes to loan terms and conditions made by the Higher Education Reconciliation Act of 2005 (the HERA), Pub. L. 109-171, the Addendum must be used with the existing PLUS MPN to inform borrowers of the changes.

· In addition to explaining changes to loan terms and conditions, the Addendum to the PLUS MPN provides instructions for completion of the paper PLUS MPN by a Grad PLUS borrower.  Item 1 in the Addendum addresses the specific changes that apply to Grad PLUS borrowers and includes changes to the instructions for completing the PLUS MPN.

· A Grad PLUS borrower will do the following when completing the paper PLUS MPN:

· Enter information about himself or herself in all items in Section A except for Item 7 (U.S. Citizenship Status).  The Grad PLUS borrower does not need to complete Item 7.  This question was answered when the Grad PLUS borrower completed the Free Application for Federal Student Aid (FAFSA).

· Enter information about himself or herself in all items in Section C.

· Ensure that his or her Name, SSN, and Date of Birth in Section A and Section C match exactly.

· Sign and date the PLUS MPN in Section E.

· To assist with explaining paper PLUS MPN use and completion by Grad PLUS borrowers, we have developed an informational document that schools may provide to Grad PLUS borrowers along with the paper PLUS MPN, Borrower’s Rights and Responsibilities Statement, and Addendum.  Use of this document by schools is optional.  The document, “Direct PLUS Loan MPN Completion by Graduate and Professional Students,” is a separate attachment to the Electronic Announcement.

· If a school wishes, it may change the Section A heading on paper PLUS MPNs for Grad PLUS borrowers by crossing out “Parent” and inserting “Student” above the heading.  If a school makes this change on paper PLUS MPNs for Grad PLUS borrowers, it must document this as a school procedure.   

In addition to the student and parent sections of the PLUS MPN, the school section and the MPN ID must be completed.  The MPN ID associated with a Direct PLUS Loan for a Grad PLUS borrower will have an “N” in the 10th position, just as it does for a parent PLUS borrower.

Note: A school may have followed our earlier guidance regarding the MPN ID and had Grad PLUS borrowers complete and sign paper PLUS MPNs with “R” in the 10th position of the MPN ID.  In this case, the school does not need to collect new paper PLUS MPNs for the Grad PLUS borrowers.  The school should submit the completed paper PLUS MPNs to us beginning July 1, 2006.

Electronic PLUS MPN Completion
· Beginning July 1, 2006, a Grad PLUS borrower will be able to complete a PLUS MPN via the Direct Loan Electronic Master Promissory Note (MPN) Web site (www.dlenote.ed.gov).  As a reminder, a school may not require its students to complete an MPN electronically.
· If a school has its “Loan Origination Required (LOR)” Option set to “Y” (Yes), the Direct Loan Electronic MPN Web site must have award information in order to allow borrowers to complete the electronic process.  For this reason, a school with this option setting must take one of two actions between July 1, 2006 and August 12, 2006:
· Change its “Loan Origination Required (LOR)” Option to “N” (No) before the school instructs its Grad PLUS borrowers to complete a PLUS MPN electronically; or
· Instruct its Grad PLUS borrowers to complete a PLUS MPN electronically after the date the school anticipates submitting Grad PLUS award information to the COD System.
· A Grad PLUS borrower will complete a PLUS MPN via the Direct Loan Electronic MPN Web site as follows:
· On the home page of the Web site, the Grad PLUS borrower will click on “Complete New MPN for Student Loans” to begin the electronic process.
· After the borrower clicks on this link, a new screen, “MPN Type Selection,” will appear.
· The borrower will be offered two MPN types from which to choose—“Subsidized/Unsubsidized” and “Graduate PLUS.”
· The Grad PLUS borrower will select “Graduate PLUS” and then complete the steps and screens that address the Grad PLUS borrower and collect only the applicable information.
Note: If a Grad PLUS borrower also must complete the Direct Subsidized Loan/Direct Unsubsidized Loan MPN, he or she will need to do so in a separate session by selecting “Subsidized/Unsubsidized” on the MPN Selection screen.

· A Grad PLUS borrower will review the Addendum to the PLUS MPN through the electronic process.  A school does not need to provide a paper Addendum to the Grad PLUS borrower who completes the PLUS MPN electronically.

Credit Checks

· Current COD System functionality allows a school to initiate and view credit check decisions for individual Grad PLUS borrowers via the COD Web site (www.cod.ed.gov) now and at any time in the future.

· Beginning July 1, 2006, a school may choose to submit the required borrower and award data for one or more Grad PLUS borrowers through the Spreadsheet Option explained under “Processing Functions Available July 1, 2006” in the Electronic Announcement.  Through the Spreadsheet Option, we will initiate credit checks and report credit check decisions to the school.

· Before a school initiates an online credit check or submits data in a spreadsheet for a Grad PLUS borrower, the student must complete and sign either the PLUS MPN or a credit check authorization form.  The credit check authorization form is available on the COD Web site’s Credit Check Request screen.  To access the form, click on “Credit Record Authorization Form” located in the introductory paragraph.
· To comply with the regulations governing adverse credit history, a new credit check is initiated when the COD System receives an online request or award for a PLUS borrower whose most recent credit check was completed more than 90 days earlier.

Some credit checks for Grad PLUS borrowers will be completed (online or via spreadsheet) in advance of August 12, 2006, when awards can be submitted to the COD System.  In very limited cases, more than 90 days will elapse between the date the credit check is completed and the date the school submits the Grad PLUS award to the COD System.  In these cases, we will initiate another credit check and return the decision to the school.

Note: If, in these limited cases, a school receives a credit check decision that is different than the earlier credit check decision, the school should call the COD School Relations Center to evaluate the situation.

· The COD System must have award information in order to print and mail endorser packages and complete endorser processing.  For this reason, a school will be able to complete processing for Grad PLUS borrowers who have an adverse credit history and obtain an endorser after full COD System functionality is available on August 12, 2006.

Drawdowns and Disbursements
· If a school currently produces and provides disclosure statements to its borrowers, it should provide a Direct PLUS Loan Disclosure Statement (PLUS Disclosure Statement) to the student at or before the first disbursement of the loan.

· The Grad PLUS borrower’s information will be entered in both the “Borrower Information” and “Student Information” sections of the Disclosure Statement.

· Print specifications for the PLUS Disclosure Statement have been updated and are available in Volume VI, Section 7 of the 2005-2006 COD Technical Reference and the 2006-2007 COD Technical Reference.

· A PDF version of the PLUS Disclosure Statement is available on the Direct Loan Web site (http://www.ed.gov/offices/OSFAP/DirectLoan/plusdisclosure.pdf).

· If the COD System produces and provides disclosure statements to a school’s borrowers, we will provide the PLUS Disclosure Statement to all of the school’s Grad PLUS borrowers upon receipt of awards and disbursements on and after August 12, 2006.

To assist us in helping borrowers make informed decisions in the meantime, we simply ask the school to ensure that its normal communication of loan amount, loan fee, and cancellation information occurs for Grad PLUS borrowers.  In addition, timely submission of awards and disbursements after full COD System functionality is available on August 12, 2006 will aid us in providing the PLUS Disclosure Statement to borrowers at the earliest date possible.  Of course, we will work to resolve any borrower concerns or issues that may arise as a result of this temporary break in our normal communication process.

· An Advanced Funded school may draw down and disburse funds in accordance with the cash management regulations in 34 CFR 668 Subpart K.  For Grad PLUS drawdowns there will be no new accounting code.  A school will use the same accounting code it uses for other Direct Loan drawdowns.
· A Pushed Cash school must submit student/disbursement level information to the Direct Loan Operations Team before a drawdown can be initiated on the school’s behalf.  We will provide additional information about this process for Pushed Cash schools in a separate e-mail communication.
· A school on Heightened Cash Monitoring 2 (HCM2) or Reimbursement must clearly identify student-level documentation for all Grad PLUS disbursements that the school submits to its Payment Analyst.

· In some cases, more than 30 days will elapse between the date a school disburses funds to a Grad PLUS borrower and the date the school submits a record of that disbursement to the COD System.  We will consider the school to be in compliance with the 30-day disbursement-reporting requirement and suspend related e-mail notifications regarding Grad PLUS awards until full COD System functionality is available on August 12, 2006.

Note: During the interim period, the Direct Loan Operations Team will continue to monitor disbursement-reporting compliance for all other loans.
