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Preparing to Receive Direct 
Loan Funds
• Basic review of steps

–Establish required bank account(s) 
for receiving and maintaining funds

–Obtain a Grantee and Payee DUNS 
number(s)

• Submit an SF1199A to FSA Direct Loan 
On-boarding team to establish account 
in Department of Education’s G5 
Payment System (G5) for requesting 
funds and reporting expenditures
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Establish Bank Account
• Institution must maintain Title IV 

funds in a bank or investment 
account that is
–Federally insured or secured by 
collateral of equivalent value and

–Identified as containing federal 
funds
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Establish Bank Account
• Institution must maintain Title IV funds in 

an interest-bearing or investment account
– If school is using foreign bank, must complete 

addendum
– Direct Loan funds must be in an interest-bearing 

account unless
• Institution drew down less than $3 million of those 

funds in prior award year and expects to draw down 
less than $3 million in current award year

– First $250 of interest may be retained by the 
institution
• Amounts over $250 must be returned to ED
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G5 Payment System
• Provides financial management support 

services for each Title IV program
• Provides online capability to

– Request payments
– Adjust drawdowns
– Access current grant and payment information



Establish G5 Account

• Have a DUNS Number
–Call 1-866-705-5711 or
–Complete a D-U-N-S Request 
Form at

http://www.dnb.com
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*Common Origination and Disbursement Syste



Establish G5 Account
• Obtain a NATO CAGE code from 

appropriate source
• Register in Central Contractor 

Registration (CCR) database
–Do not need TIN or EFT information
–Takes 3-5 business days
–Must be renewed every 12 months 
to remain active
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Establish G5 Account
• Set Up Bank Information

– Enroll in Automated Clearing House (ACH) using 
Direct Deposit Sign-Up Form (SF-1199A)
• If using a foreign bank account will have a SWIFT # in 

place of ABA number requested
– Send a cover letter with DUNS number, email 

address, and original signature and phone 
number of individual requesting account
• Must be on official letterhead
• Bank account information must be for school’s main 

location



Electronic Funds Transfer
• For U. S. bank accounts

–Funds are electronically transferred to 
payee’s bank account
•Requests made by 3 p.m. ET are deposited 

next business day
•Requests made after 3 p.m. ET are 

deposited within two business days
• For international bank accounts

•Requests made by 2 p.m. ET are deposited 
the second business day

•Requests made after 3 p.m. ET are 
deposited on the third business day
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Requesting Funds
• School must report actual disbursement 

through COD before funds are available to 
draw down
– Can report actual disbursements to COD up to 7 

days prior to disbursement date
• Direct Loan funds must be requested 

through G5
– Must have G5 account and
– Must identify the amount requested by program 

and fiscal year designation



Requesting Funds:“Immediate 
Need”
• Request an amount from G5 

which can be disbursed within 3 
business days of receipt
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Excess Cash

• Any amount of Title IV funds that 
is not disbursed to students by the 
end of the third business day 
following receipt of the funds



Excess Cash Tolerance

• A school may retain for up to 
seven days an amount of excess 
cash that does not exceed 1% of 
the school’s total prior award 
year’s drawdowns

• School must return excess cash 
to ED immediately following the 
seven-day tolerance period
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Return Funds to G5

• Return excess funds to ED
–Use Refund Function in G5 if 
have U.S. bank account

–If no U.S. bank account, G5 
facilitates refund via wire 
transfer through institution’s 
bank

• Paper check option is available



Returning Funds via Paper 
Check
COD School Relations Center 
Attn: Refunded Cash 
2429 Military Rd, Suite 200 
Niagara Falls, NY 14304 

15



Possible Consequences
of Excess Cash
• Liabilities assessed
• School transferred 

to cash-monitoring 
or reimbursement 
method

• Access to federal 
cash can be 
“frozen”

• Fines assessed
• Future requests for 

cash routed through 
ED’s CFO

• Future requests 
offset until debt is 
paid
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Grant Award Number
• P268K10xxxx for 09-10

–P CFDA principal office designator
–268 CFDA numeric suffix for Direct Loan
–K Alphabetic subprogram identifier
–10 First 2 digits of funding fiscal year

(i.e., 2nd year of the award year)
–xxxx Unique identifier for institution
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FFEL and DL Funding
• No authorization for the FFEL program

– School submits certification and MPN to lender
– Lender transmits money to school

• Authorization is provided for DL in G5
– School submits records to COD
– Funds are available in G5 based on actual 

accepted disbursements
– Student completes MPN online
– School requests funds



Request and Return Funds
Using G5
• Must identify the amount of funds by 

program and fiscal year
–Direct Loan funds specific to award 

year for which loan is processed
•COD will also require an adjustment to 
loan amount   

• Remember:  request no more than your  
“immediate need” 
–Must be able to disburse to eligible 

students within 3 business days of 
receipt
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G5 Log-on
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G5 Online Training
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G5 My Awards
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Payments
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Create Payment
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Create Payment
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Create Payment Summary
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Create Payment 
Confirmation
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Create Adjustment
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Create Adjustment 
Confirmation
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Reports
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Drawdown Adjustment 
Report
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Refunds
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Refunds Menu



Refunds Menu – No U.S. 
Bank Account
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Refunds Menu – No U.S. 
Bank Account
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Get Ready to Disburse
• Check student’s eligibility

–General eligibility
–Program-specific eligibility
–Period for which student is eligible

• Determine program’s payment periods
–Term-based programs
–Nonterm credit-hour programs and 
–Clock-hour programs



Standard Terms &
Some Non-standard Terms

• In some cases, a Direct Loan 
payment period is the academic term
–Standard terms
–Non-standard terms that are 
substantially equal

• Length of terms is the same, or may 
differ from each other, by two weeks 
or less
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Nonterm Programs &
Some Non-standard Terms
• In other instances, the DL 

payment period is not the 
academic Term
–Nonterm programs
–Non-standard terms that are not 
substantially equal
•Length of  terms differ, from each 
other, by more than two weeks
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Some DL Payment Periods 
Determined by  Progress
• In nonterm programs and 

substantially unequal non-standard 
term programs the payment period is 
driven by the student’s progress in 
the program

• Student usually has to successfully 
complete ½ of the credit/hours AND 
½ of the weeks of instruction in the 
loan period in order for the student to 
complete the first payment period 
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Disbursement

• When school credits a student’s 
tuition/fee account or pays a 
student/parent directly with:
–Funds received from ED
–Institutional funds used in 
advance of receiving funds from 
ED
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Crediting Student’s Account
• May only credit account for 

allowable charges
–Current charges for tuition, fees 
and room/board if contracted 
with school

–Current charges for educational 
activities if student/parent 
provides written authorization



42

Direct Loan Term Based, Credit 
Hour Programs 
• Program with multiple payment 

periods
–Loan amount is evenly divided per 
term, when terms are “substantially 
equal”

• If loan period is one term
–Must make two equal payments of 
loan proceeds

–Second payment may not be made 
prior to the calendar midpoint of the 
payment period



Entrance Counseling

• Required for
–First-time, first year Stafford 
loan borrowers

–Grad PLUS borrowers
• Must be completed prior to the 

first disbursement of the loan
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Entrance Counseling
• May be conducted:

– In person
– By audiovisual presentation
– By interactive electronic means

• Person knowledgeable about FSA programs 
must be available for questions shortly after 
counseling session

• Entrance counseling for Direct Loans is 
available at:  StudentLoans.gov
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Early Disbursements
• Term-based credit hour program

– 10 days before the first day of classes of the 
term

– Student must meet eligibility requirements 
including enrollment status



Early Disbursement 
Exceptions
• For a first installment of a Direct Loan to a 

first-year, first-time borrower
• May not credit student’s account or release 

funds to student until 30 days after the first 
day of the student’s program of study
– School with cohort default rate <10% for 3 most 

recent years for which data has been published 
is not subject to this rule
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What Is a Late Disbursement?
• For a Direct Loan, it’s a disbursement 

made after the student is no longer 
enrolled at least ½ time

• Used for educational expenses 
incurred while student was enrolled 
and eligible

• Must be made no later than 180 days 
after the student became ineligible

• If student is eligible, school must 
attempt to make late disbursement

47



Conditions for Late 
Disbursement
• For all programs, while student was 

eligible, ED processed ISIR/SAR with 
official EFC
–For Stafford Direct Loan

•Loan was originated 
•30-day delay passed, if applicable

–For Parent PLUS a valid ISIR/SAR 
not required
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Direct Loan Late Second and 
Subsequent Disbursements
• Cannot be made as late 

disbursements unless --
–Student has graduated or 
successfully completed the 
period of enrollment
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Required Notices
• School must notify student of the Title IV 

funds student will receive
–How and when funds will be disbursed
– If loan funds are subsidized or 

unsubsidized
• School must notify borrower of loan funds 

received by EFT/Master Check and credited 
to student account
–Date and amount of disbursement
–Right to cancel all or part of loan
–Cancellation procedures and deadlines
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Required Authorizations
• School must obtain written authorization 

from student/borrower prior to:
–Using Title IV funds to pay any allowable 

charges other than tuition/fees and 
contracted room/board 

–Holding credit balances
–Applying Title IV funds to prior year 

charges other than tuition, fees room and 
board
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Title IV Credit Balance
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Institutional Charges = $ 
10,000
Credits to account = $ 

19,000
Subsidized Stafford

$5,500
Unsub Stafford      

$12,500
Scholarship $1,000

Title IV Credit Balance = $ 
8,000

Title IV funds 
credited exceed 
total allowable 
charges assessed 
by the institution
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Paying Title IV Credit Balance

• School must pay credit balance to 
student or parent no later than
–14 calendar days after balance 
occurs if it occurs after first day of 
classes of payment period

–14 calendar days after first day of 
classes if it occurs on or before the 
first day of classes of payment 
period



QUESTIONS????
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Contact Information
We appreciate your feedback and 
comments.  We can be reached at:
• Jamie Malone
312-730-1528
Jamie.malone@ed.gov

• Greg Martin
215-656-6452
Gregory.martin@ed.gov

mailto:Jamie.malone@ed.gov
mailto:Gregory.martin@ed.gov
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