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	Section 9


Policy:
Federal Direct Loan
Regulations: 685.102(b) (Packaging Policies for Federal Direct Loans/PLUS), 685.304 (Counseling Borrowers),  685.306 (Payment of a Refund or Return of Title IV), 685.309 (Administrative and Fiscal Control)
Purpose:
This session includes the administration of the 
Federal Direct Loan.

Scope:
Specifically Address:

10.1 Packaging Policies for Federal Direct Loans/PLUS

10.2 Counseling Borrowers

10.3 Payment of a Refund or Return of Title IV

10.4 Administrative and Fiscal Control 


Responsibilities:
     
(Identify individuals and/or offices responsible for developing and updating this section)

Definitions:
     
(Identify acronymns or definitions that will be used in this section)
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Resources available to assist in the development of a manual:

Fiscal Assessment. http://ifap.ed.gov/qahome/qaassessments/fiscalmanagement.html
Consumer Information Assessment. http://ifap.ed.gov/qahome/qaassessments/consumerinformation.html 
Default Prevention & Management Assessment. http://ifap.ed.gov/qahome/qaassessments/defaultmanagement.html 
2011-12 FSA Handbook (Volumes 3 and 4) for guidance related to the topics in this section
Default Prevention Resource Information. http://ifap.ed.gov/DefaultPreventionResourceInfo/index.html 
	Part 10.1
	Packaging Policies for Federal Direct Loans/PLUS
	This section is required 

Regulation: 685.102(b) 


Before you originate a Federal Direct Loan, you must determine the student’s eligibility.  Specifically, the following topics need to be addressed in your policy:

· Pell Grants as first source of aid

· Estimated financial assistance

· Considering grants and subsidized loans first

· Substituting unsubsidized loans for the EFC

· Establishing a confirmation process for your students
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  Important A critical piece of information that, if overlooked, could result in an error
Establishing documentation for loan processing


To ensure Federal Direct Loan/PLUS loans are awarded properly, the following topics need to be addressed: 

· Master Promissory Note (MPN) process

· Establishing Grad/Professional eligibility

· PLUS Borrower certification

· Adverse credit history and use of endorser

· Certifying eligibility

· Refusing to originate a loan

· Scheduling Loan Disbursements

	Part 10.2
	Counseling Borrowers
	This section is required 

Regulation: 685.304 


You must include procedures that outline requirements for initial and exit counseling. The charts below can assist you with these requirements:
Initial Loan Counseling 685.304(a).


	Counseling Borrowers
	Located In
	Offices Involved

	Initial Counseling: Determine the method that initial counseling is conducted with each Direct Subsidized Loan or Direct Unsubsidized Loan student borrower unless the student borrower has received a prior Direct Subsidized, Direct Unsubsidized, Federal Stafford, or Federal SLS Loan (i.e. in person, audiovisual presentation or interactive electronic means). If interactive electronic means is the method, your procedures include reasonable steps to ensure that each student borrower receives the counseling materials and participates in and completes the initial counseling.
	     
	     

	Ensure staff member with expertise in the Title IV programs to be reasonably available shortly after the counseling to answer questions.
	     
	     

	Ensure borrowers enrolled in correspondence programs or study abroad programs are provided with written counseling materials before the loan proceeds are disbursed.
	     
	     

	Develop counseling materials to include all of the elements outlined in 685.304(a)(3).
	     
	     

	If the school adopts an alternative approach for initial counseling as part of the school’s quality assurance plan described in 685.300(b)(9), this approach must ensure that each student borrower subject to initial counseling is provided written counseling materials that contain the information in 685.304(a)(3). In addition, the materials must be designed to target borrowers who are most likely to default, and must include performance measures that demonstrate the effectiveness of the alternative approach 685.304(a)(4).
	     
	     

	Maintain documentation of initial counseling in each student’s file.
	     
	     


Exit Loan Counseling 685.304(b)
	Counseling Borrowers
	Located In
	Offices Involved

	Exit Counseling: Determine the method that exit counseling is conducted with each Direct Subsidized Loan or Direct Unsubsidized Loan borrower shortly before the student borrower ceases at least half-time study at the school (i.e. in person, audiovisual presentation or interactive electronic means). If interactive electronic means is the method, your procedures include reasonable steps to ensure that each student borrower receives the counseling materials and participates in and completes the exit counseling.

Note: Grad PLUS exit requirement:

If a school is conducting exit counseling for a borrower who has also received a Stafford loan, Grad PLUS information must be included in the exit counseling.
	     
	     

	Ensure staff member with expertise in the Title IV programs to be reasonably available shortly after the exit counseling to answer questions.
	     
	     

	Ensure borrowers enrolled in correspondence programs or study abroad programs are provided with written counseling materials within 30 days after the student borrower completes the program.
	     
	     

	Ensure borrowers who withdraw from the school without the school’s prior knowledge or fail to complete exit counseling are provided with exit counseling through interactive electric means or by mailing written counseling materials to the borrower’s last known address within 30 days after the school learns the borrower has withdrawn or failed to complete the required exit counseling.
	     
	     

	Develop exit counseling materials to include all of the elements outlined in 685.304(b)(4). 
	     
	     

	Ensure that the information required in 685.304(b)(4)(ix) is provided to the Secretary within 60 days after the borrower provides the information.
	     
	     

	Maintain documentation of exit counseling in each student’s file.
	     
	     



As a good practice, you may want to include a copy of the initial and exit counseling materials as part of the policies and procedures documentation.

(Good Practice Recommendation)


	Part 10.3
	Payment of a Refund or Return of Title IV
	This section is required 

Regulation: 685.306 


Required information:


Payment of a Refund or Return of Title IV:
Include procedures for the school to pay a portion of the student’s refund 
or return of Title IV, HEA program funds that is allocable to a Direct Loan 
to the Secretary.

Provide simultaneous written notice to the borrower if the school pays a 
refund or return of Title IV, HEA program funds to the Secretary on behalf 
of the borrower.

In determining the portion of a student’s refund or return of Title IV, HEA 
program funds that is allocable to a Direct Loan, the school follows the procedures established in 668.22 for allocating and paying a refund or return of Title IV, HEA program funds that is due.

Note:  If you included the information required above in Section 3.2 of this guide, you should reference that part of the guide in this section.

	Part 10.4
	Administrative and Fiscal Control
	This section is required Regulation: 685.309  


Procedures that outline and follow provisions for maintaining general fiscal records as outlined in 
34 CFR 668.24(b) and 34 CFR 668.164. 

Please ensure that you have developed Fiscal procedures for this section.  The Fiscal procedures that should be included are outlined in Section 1.5 of this guide.  You may want to include a reference to that section of the guide to show that your Fiscal Control and funding accounting procedures are in place for Direct Loan Program.

In addition, you must address the following information:

Procedures to complete and submit Student Status Confirmation Reports 
to the Secretary within 30 days of receipt.

Unless the school expects to submit its next student status confirmation report 
to the Secretary within 60 days, the school must develop procedures to notify 
the Secretary within 30 days if it discovers that a Direct Loan recipient:

Enrolled at the school but has ceased to be enrolled on at least 
a half-time basis.

Has been accepted for enrollment at the school but failed to enroll 
on at least a half-time basis for the period for which the loan was intended.

Has changed his or her permanent address.

Record Retention Requirements: Develop procedures to ensure that the record retention and examination requirements for Direct Loan are followed in accordance with 668.24.

Accounting Requirements: Develop procedures to ensure that accounting requirements are followed in accordance with 668.24(b).

Direct Loan program bank account: Develop procedures for maintaining funds in accordance with 668.163.

Division of functions: Develop procedures for division of functions in accordance with 668.16(c). (See Section 1.2 of this manual)

Limit on use of funds: 

Ensure that all Direct Loan funds received by a school are used only to make Direct Loans 
to eligible borrowers and are not used or hypothecated for any other purpose.

Origination: 

Must determine Direct Loan Subsidized or Unsubsidized eligibility before originating a Direct Grad PLUS Loan. Must notify Grad PLUS student of maximum Direct Loan Sub and Unsub eligibility available and provide opportunity for student to request maximum Direct loan Sub and Unsub amount. 685.301 and Federal Register, November 1, 2007. 
Direct Loan Quality Assurance system: 

A Direct Loan School is required to implement a quality assurance system with their Financial Aid Office operations as outlined in 685.300(b)(9).  Your policies and procedures should outline the process used by your school to comply with this requirement. 


As a good practice, your procedures should include the process used for Federal Direct Loan Program (DL) Reconciliation.

(Good Practice Suggestion)

Access the monthly reconciliation worksheet to assist in the development of your manual.
This worksheet is available by selecting the link: 
http://ifap.ed.gov/qadocs/FiscalManagement/directloanmonth.doc 

Direct Loan Monthly Reconciliation Worksheet

Complete the attached Direct Loan Monthly Reconciliation to ensure all federal accounts 
have been reconciled. If your school has been reconciling monthly, the year-end process 
should be easier. These instructions should help your school understand how to use the Year-end worksheets:

Offices involved in the process: Financial Aid Office, Business Office, Financial Aid Systems, and/or Direct Loan Systems.

Financial Aid Office Columns: Determine the amounts disbursed each month from each program (according to Financial Aid Office records). Calculate the totals for each program in the last row.

Business Office Columns: Determine the amounts disbursed each month from each program (according to Business Office records, ledger, etc). Calculate the totals for each program in the last row.

G5: Record the amounts in each column as reported in G5.

COD: Record the amounts for Direct Loans as reported in COD. The COD website provides a number of reconciliation tools, including several reports such as the School Account Statement (SAS). Use this report and record the totals in the columns indicated. Please refer to the COD Website  to request this report (and a variety of other reports to assist with the reconciliation process).

	Month of:
	     


	Financial Aid Office Records
	Business Office Records

	Distributed
	Adjusted
	Net Expending
	Distributed
	Adjusted
	Net Expending

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	Totals:
	     
	     
	     
	     
	     


	G5
	COD

	Distributed
	Adjusted
	Net Expending
	Distributed
	Adjusted
	Net Expending

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	     
	     
	     
	     
	     
	     

	Totals:
	     
	     
	     
	     
	     


Explanation of differences in amounts reported by Financial Aid Office, Business Office, G5 or COD: 
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