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Direct Loan Life Cycle

Systems involved
CPS
FAFSA
ISIR

SAIG – TG Mailbox
CPS data
D/L Data Services and D/L Servicing 
Delinquency Report
COD data
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Direct Loan Life Cycle
Systems involved
COD
Common record

G5
Funding

NSLDS
Eligibility
Exit counseling Direct Loan Servicers

Direct Loan Servicers
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Direct Loan Life Cycle

In the beginning there was the FASFA…

Before the loan life cycle begins, the 
borrower needs to submit a Free 
Application for Federal Student Aid -
FASFA
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Direct Loan Life Cycle

FASFA Reminders
Deadlines
Can submit AY 11/12  – January 1, 2011
Last date to submit - June 30, 2012 

FAFSA Instructions Available online
http://studentaid.ed.gov/completefafsa

FAFSA on the Web Worksheet
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Direct Loan Life Cycle

The FASFA
Collects applicant information
Processed by Central Processing 

System (CPS)
Can submit January 1 of AY
Latest June 30 of AY 
All students must complete a FASFA 

including  parent for Parent PLUS*

* New for 2011-2012
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Direct Loan Life Cycle

Central Processing System (CPS)
Processes the FAFSA for use in 

determining student eligibility
Edits data for errors
Calculates expected family contribution 
(EFC)
Sends output documents, i.e., Student Aid 
Report (SAR) and Institutional Student 
Information Record (ISIR)
Matches with other databases
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Direct Loan Life Cycle

Student Aid Internet Gateway
Transmission network across which 

Title IV data is exchanged
TG Mailbox
Data Point Administrator
EdConnect software
Store and forward system



Originate

DisburseReconciliation

Direct Loan Life Cycle

MPN
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Direct Loan Life Cycle
Direct Loan Origination 
School determines eligibility
School calculates award
 Amount and type

School “originates” the award
 Origination is a dated event
 Financial Award ID
 CPS transaction number
 Anticipated/Actual disbursements must 

equal loan amount
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Direct Loan Life Cycle
Direct Loan Origination 
School transmits Loan Origination 

Record (LOR) to COD
 Via Common Record
 Entity IDs
 COD sends a receipt

COD edits the LOR and sends a 
response
 Hard reject
Warning reject
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Direct Loan Life Cycle
Direct Loan Origination
Can be done via batch (Common 

Record)
 Resident software solution
 COD sends a common record response to 

each submitted document
Online individually 
 All data entered field by field
Web generated response option
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Direct Loan Life Cycle

Data Match
Person matched against CPS data 

twice…
 Key identifiers…current SSN, current DOB, 

current last name
 Second match for incoming Direct Loan 

award looks at SSN and DOB
 Changes to key identifiers must follow 

prescribed procedure via common record
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Person Menu
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Direct Loan Life Cycle

PLUS loan requires credit check
D/L credit check looks for adverse credit 

NOT credit worthiness
Absence of credit is not evidence of 

adverse credit
Stands for 90 days on COD website
Denial linked to academic year submitted
Approval linked to submitted loan
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Direct Loan Life Cycle

PLUS loan requires credit check
School 
LOR/COD website
Need borrower authorization

StudentLoans.gov
PLUS request process for both Parent and 

Grad student
PLUS LOR can be accepted with Adverse 

credit decision
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Originate

DisburseReconciliation

Direct Loan Life Cycle

MPN
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Direct Loan Life Cycle

All MPNs have a 10-year “life”
Electronic – StudentLoans.gov 
Borrower driven - fast and accurate
Viewable/retrievable/printable
Expiration/status on response file

Paper
School option or borrower demand
School or COD prints
If school prints, school responsible for note
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Direct Loan Life Cycle

School options for MPNs
Multi-Year Functionality
Links to “active” MPN with furthest 
expiration date
Links on SSN, DOB and first two 
characters of first name

Single-Year functionality
New MPN each academic year

Single-Loan MPN
Endorser associated with PLUS loan 

24



Search for Promissory Notes
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Originate

DisburseReconciliation

Direct Loan Life Cycle

MPN
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Direct Loan Life Cycle

Entrance counseling required for first-
year, first-time borrower
FFELP counseling will stand for D/L*
Doesn’t have to be ED 

website/materials
MUST be appropriate to loan 

type/program
SCHOOL determines if counseling is 

valid or not
*Same loan type
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Originate

DisburseReconciliation

Direct Loan Life Cycle
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What To Watch For

Funding Method
Advanced Cash
Current Funding Level (CFL)
Corresponding available balance in G5

Calculate immediate need
Draw funds from G5
Net amount
NOT student specific 

Flexibility to avoid excess cash

36



Direct Loan Life Cycle

Pending vs. Actual Disbursement
Pending disbursement and date is 

“anticipated” future disbursement 
and date
Part of LOR
No impact on funding
Disbursement Release Indicator = FALSE

No need to change until ready to 
disburse 
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Direct Loan Life Cycle
Pending vs. Actual Disbursement
Actual disbursement drives funding
Disbursement release indicator = TRUE*
Origination fee and upfront instant 
rebate assessed on EACH actual 
disbursement
Disbursement #1 Sequence #1
MUST report within 30 days of event
Can report actual disbursement data up 
to 7 days prior to event
Report actual date and accurate amount

*Software dependent
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Direct Loan Live Cycle

“Booked” Loan
Accepted Origination record, MPN 

and 1st Disbursement
Binding obligation between borrower 

and ED
BN document type under batch 

search
System generated file on first actual 
disbursement only

Liability for funds with ED
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Direct Loan Life Cycle
Exit counseling required when no 

longer attending or drop below half-
time
Offered on NSLDS website
Session addresses both loan programs 

(FFELP and D/L)
Subscription to NSLDS Exit Counseling 

reports and Delinquency Report
NSLDS NewsLetter #28
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Originate

DisburseServicing

Direct Loan Life Cycle
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What You Need To Know
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5 Servicers
ACS
Nelnet
Sallie Mae
Great Lakes Education Loan Services
FedLoan Servicing (PHEAA)

COD  generated D/Ls distributed at 
booking



Direct Loan Life Cycle

46

Performance via competition
Rewarded for providing excellent 

default aversion techniques that deliver 
desired results 

Allocation of volume is performance 
based

All offer enhanced borrower services 
and benefits
 Due date flexibility
 EDA and other electronic services  



Direct Loan Life Cycle
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Default/Delinquency Management
Dedicated services to reduce Cohort 

Default Rate
Exceeds minimum regulatory due 
diligence requirements
Educates and informs borrowers as 
to the tools and options available to 
assist them in the management of their 
student loans
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Direct Loan Life Cycle

Business
Office

Financial
Aid

Office

COD
G5
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Direct Loan Life Cycle

Direct Loan Reconciliation
Monthly
Know where the money is
Compare our Ending Cash Balance (ECB) 
to data at the school
FA office and Business Office should 
reconcile

Identify and resolve discrepancies
Document task
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Program Year Closeout (PYCO)*
$0 ECB
$0 unsubstantiated cash
$0 Unbooked disbursements 

* PYCO date last business day of July of the year 
following end of the award year 

Direct Loan Life Cycle

51



Direct Loan Life Cycle

School Account Statement (SAS)
Generated on 1st weekend of the 

month
Data through end of previous month
SAS for each open award year
Different report format options
Reflects official ECB
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Direct Loan Life Cycle

COD School Relations Center
Weekly monitoring e-mails
Unsubstantiated cash
30-day reporting

COD web screens
Summary Financial Information
Cash Activity

COD Reconciliation Team
Dedicated reconciliation specialists
Problem solving/G5 assistance
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Questions and Comments

craig.rorie@ed.gov
215.656.5916

wood.mason@ed.gov
770.383.9662

mailto:craig.Rorie@ed.gov�
mailto:wood.mason@ed.gov�


“GREEN” EVALUATIONS
Online evaluations are new this year!

Three easy ways to participate:

1. Onsite at the Cyber Café (Atlantic C, 1st level)

2. The link e-mailed by FSA Conferences Staff

3. Access FSA Conferences Web site at 
www.fsaconferences.ed.gov
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