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Implementation Timeline and Transition Period

To allow sufficient time for FFEL lenders and guarantors to print the PLUS MPN forms and to make system changes necessary to use the new forms, a transition period will be allowed during which schools and parent borrowers may complete, and guaranty agencies and lenders may accept, both the new PLUS MPN and the current Federal PLUS Loan Application and Promissory Note.  The PLUS MPN and accompanying forms may be used for Federal PLUS Loans for loan periods beginning on or after July 1, 2003 and must be used for all Federal PLUS Loans for loan periods beginning on or after July 1, 2004, or for any loan certified on or after July 1, 2004, regardless of the loan period.

Multi-Year Use of the PLUS MPN

The PLUS MPN is designed for a parent borrower to use as a multi-year note for

one dependent student.  Under the PLUS MPN multi-year process, a parent borrower will, in most cases, sign a PLUS MPN only once, at the time the parent first borrows for that dependent student.  The parent may then obtain additional loans for that same dependent based on that signed MPN, either during the same academic year or in subsequent years, for up to ten years after the date the parent first signed the PLUS MPN.  Generally, as long as the borrower, the dependent student, and the lender are the same, a new PLUS MPN is not required (see Requirement for PLUS MPN and Expirations). 

If the parent borrower chooses to borrow from a different lender, the borrower must sign a new PLUS MPN when the first loan is made with that new lender.  Also, if a different parent chooses to borrow a PLUS Loan for the same dependent student, a new PLUS MPN must be completed.  Finally, if a parent wants to borrow PLUS Loans for more than one dependent student, a separate PLUS MPN must be completed for each student even if the parent borrower has borrowed previously from the same lender.  Like the Stafford Loan MPN, the borrower or the school may request that a new PLUS MPN be signed for each new loan period even if doing so would not otherwise be required. A lender may also require a new PLUS MPN before making a new loan to a borrower.

Each loan received under a PLUS MPN is a separate and distinct loan.  The terms (i.e., interest rates, fees) applicable to each loan are dependent on the terms in effect at the time each loan is made.

School Eligibility for Multi-Year Use of the PLUS MPN

The use of the PLUS MPN as a multi-year instrument will be available to parent borrowers whose dependent students are attending any domestic school that participates in the FFEL Program.  A parent of a dependent student attending a foreign school will be able to use the multi-year feature of the PLUS MPN only if the school has been expressly approved by the Secretary to have its student and parent borrowers do so.  A parent borrower whose dependent student is attending a foreign school that is not approved to use the multi-year feature of the PLUS MPN will need to sign a new PLUS MPN for ach new loan period.  Additional details on the ability of a school to have its student and parent borrowers use the multi-year feature of an MPN is contained in Dear Colleague Letter GEN-02-10 that was published in November, 2002. 

Requested Loan Amount

Under the PLUS program, a parent may borrow an amount up to the full cost of attendance for the dependent student (as determined by the school) less any other aid (estimated financial assistance) awarded the student for the loan period.  Regardless of the maximum amount of a PLUS Loan that the parent borrower is eligible to borrow, a lender may not make a loan that is more than the amount that the parent borrower has indicated he or she wants to borrow.  Therefore, before making each PLUS Loan, the parent must indicate to either the school, the guarantor, or the lender the PLUS Loan amount that he or she wants to borrow.

The school or the lender, depending upon which party has agreed to fulfill the function, must collect the requested loan amount from the parent borrower prior to either the school certifying each loan or the lender approving each loan, as appropriate.  Regardless of the party that has agreed to obtain the requested loan amount from the parent borrower, if the school receives a requested amount from the parent borrower it must certify the lesser of the maximum amount for which the parent is eligible or the amount requested by the parent borrower.  

Each school and lender must establish and document the process under which one of the parties will collect the requested loan amount from the parent borrower. The parent borrower must provide to the school or lender the amount of PLUS Loan funds he or she is requesting for each separate loan for each dependent student. The school certification form is designed so that the school may use it to collect the requested loan amount from the borrower.  Other methods a school or lender may use to collect the parent borrower’s requested loan amount include:  a separate PLUS loan amount request form, a parent response section on the institution’s financial aid award letter, or documented telephone or electronic requests.

Loan adjustments are permitted to accommodate changes in loan need.  Such adjustments may be requested by the parent borrower in writing, by telephone, or electronically.  A record of adjustment requests must be maintained.

School Certification

We expect that most schools will submit their loan certifications to the lender electronically.  However, to accommodate instances in which a school does not submit certifications electronically, a paper Federal PLUS Loan Information and School Certification has been developed (see Forms Attachment).  Schools that certify electronically do not need to use this form, although they may choose to do so to collect the parent borrower’s requested loan amount.  Certification records sent electronically must, at a minimum, include the same data items as the paper Federal PLUS Loan Information and School Certification.

The certification includes a Borrower (Parent) and Student Information section.  For those schools that will use the paper School Certification and elect to secure the loan information and initiate the process, the school could send the school certification to the parent for completion of the Borrower (Parent) and Student Information section.  Alternatively, if the lender or guarantor secured this information, the Borrower (Parent) and Student Information section would be pre-filled and the school would only provide the school certification data.

Requirement for PLUS MPN and Expiration Conditions

Upon receiving the certification (electronic or paper) from the school, the lender will match the information included by the school on the certification to determine if it has a valid PLUS MPN for the borrower.  This review includes determining whether the lender has a PLUS MPN previously signed by the parent borrower for the same dependent student.  If there is no previously signed PLUS MPN or, if the school, borrower, or lender requires a new PLUS MPN, the lender must obtain a newly signed PLUS MPN to support the parent borrower’s loan for that specific dependent student.  In all cases, prior to disbursing a PLUS loan, the lender must determine that the loan is supported by a signed PLUS MPN and that none of the expiration conditions listed below apply.

A lender may not make any subsequent loans under a PLUS MPN after the earliest of: 

*
The date the lender receives written notification from the parent borrower asking that a previously signed PLUS MPN no longer be used as the basis for additional loans;

*
Twelve months after the date the original PLUS MPN was signed if no disbursements were ever made under that MPN; or

*
Ten years from the date the parent signed the PLUS MPN, or the date the lender receives the PLUS MPN.  However, if a portion of a loan is made on or before ten years from the signature or receipt date, remaining disbursements of that loan may be made based upon that PLUS MPN.

The lender is responsible for ensuring compliance with these requirements.  The guarantor may elect to assist in this process.  

PLUS Credit Report Requirements

FFEL program regulations at 34 CFR 682.201(b)(1)(vii) require the lender to determine whether the parent applicant is ineligible for a PLUS Loan based on an adverse credit history.  The regulations require the lender to obtain a credit report on the parent applicant from at least one national credit bureau within a timeframe that ensures an accurate representation of the applicant’s credit history relative to the beginning of the period of enrollment (loan period).  By signing the PLUS MPN, the parent applicant acknowledges that the lender will review the parent’s credit history in order to determine his or her eligibility for the initial and any subsequent loans.  If the parent borrower requests additional funds for an existing loan period (resulting in a loan amount adjustment, not a new loan), the lender is not required to obtain a new credit report.  However, a lender may elect to obtain an updated credit report to determine whether the borrower continues to be eligible for a PLUS loan.

Use of an Endorser in the PLUS MPN Process

As is the case today, a lender must determine if a parent borrower has an adverse credit history.  If the parent borrower has an adverse credit history and an endorser will be used, a separate Endorser Addendum (see Forms Attachment) is required for each PLUS Loan.  Therefore, any loan for which an endorser is required, must be made under a new PLUS MPN, with a new Endorser Addendum, because the PLUS MPN becomes a “single-loan” promissory note when an endorser is used.  The endorser is liable only for the specific loan or loans he or she agreed to endorse.  The Endorser Addendum continues to include the requested loan amount.  Any increase in the requested loan amount by the parent borrower must be approved by the Endorser and requires a new MPN and Endorser Addendum. 

Changes of School, Guarantor, and/or Lender

Generally, as long as the borrower, the dependent student, and the lender do not change, a new PLUS MPN is not required to be signed. If a borrower borrows for a different dependent student or from a different lender, the parent borrower must complete a new PLUS MPN.  However, if the borrower’s lender changes as a result of a merger or acquisition, or if the earlier loans are sold and the acquiring lender assumes the right to offer subsequent loans under the PLUS MPN the new lender may use the original PLUS MPN for subsequent loans.

Borrower’s Rights and Responsibilities Under the PLUS MPN Process  

The PLUS MPN process includes two standard disclosures:  The Borrower’s Rights and Responsibilities Statement and the Plain Language Disclosure for use in making subsequent loans from the PLUS MPN.  Both of these disclosures are included in the Forms Attachment.

Borrower’s Rights and Responsibilities Statement and Initial Disclosure

The Borrower’s Rights and Responsibilities Statement is provided to the borrower along with the PLUS MPN.  The PLUS MPN and the Borrower’s Rights and Responsibilities Statement together contain most of the items that lenders are required to disclose to borrowers by Section 433 of the HEA.  At or before the first disbursement, the borrower receives another disclosure statement, known as the initial disclosure, which contains, in addition to other important information, the remaining disclosure items required under Section 433 of the HEA (i.e., the principal loan amount, the origination fee, the guarantee fee [if applicable], the cumulative principal debt for loans made by that lender, the actual interest rate, and the name and address of the lender).

Plain Language Disclosure

The Plain Language Disclosure is provided to the borrower for any subsequent loans made under a previously signed PLUS MPN.  This disclosure focuses the borrower’s attention on key disclosure items from the Borrower’s Rights and Responsibilities Statement that was originally provided with the PLUS MPN and the previously signed PLUS MPN, and emphasizes that the borrower is receiving another loan that must be repaid.  The requirements of Section 433 of the HEA are satisfied if the borrower receives the Plain Language Disclosure and the initial disclosure containing the remaining Section 433 disclosure items.  The Plain Language Disclosure can be sent to the borrower with the initial disclosure or sent separately.

Repayment and Enforceability

All loans made under a PLUS MPN are governed by, and enforceable in accordance with, the terms and conditions of the PLUS MPN.  Statutory or regulatory changes that affect subsequent loans must be disclosed to the borrower by the lender at or before the disbursement of the loan to which the changes apply. 

In certain circumstances, lenders may need to file an insurance claim for some of the loans made under a single PLUS MPN.  In these cases lenders can be assured that each loan made under a PLUS MPN is individually enforceable and eligible for claim payment based on a true and exact copy of that PLUS MPN.
We believe that the borrower’s obligation to repay any loan made under a PLUS MPN would, if challenged, be ultimately proved by evidence that the loan was disbursed and that the borrower and the student for whom the loan was made received the benefits of that loan.  The PLUS MPN states that by accepting any disbursements issued at any time under the Note, the borrower agrees to repay the loans.  The regulations at 34 CFR 668.165(a) and 682.207(b)(1)(ii) set forth the requirements for documenting loan disbursement and the delivery of loan proceeds to the borrower.  Nothing in the PLUS MPN process alters the existing obligation of a lender or guaranty agency to repay insurance or reinsurance if the Secretary cannot enforce a loan against a borrower due to the lack of evidence that the borrower accepted or received the benefit of the loan funds.

Form Design (Data Collection)

In addition to changes that allow for the multi-year use of the PLUS MPN, the new note has been modified for data collection as follows:

*
Addition of the borrower’s e-mail address.  The applicant is requested to enter N/A if an e-mail address is not available.  If the field is blank, the lender can assume N/A.  An N/A or the lack of e-mail address will not result in a rejection of the application or require a delay in processing. 

*
Addition of the references’ e-mail addresses.  If a reference does not have an e-mail address, the applicant is asked to enter N/A.  If this item is blank, N/A can be assumed.  The loan application will not be rejected or delayed if this field is blank.

*
Deletion of the State of Legal Residence from the PLUS MPN.  The permanent address may be used for the purpose of determining the borrower’s legal residence.

*
Removal of the school certification section and the creation of a separate form to accommodate the paper process for those schools that do not have the electronic capabilities for certifying loan data (See Attachment).

*
Elimination of the lender section to further simplify the form.  The identification of the lender is part of the Borrower Section.

*
Deletion of the Requested Loan Amount from the form since the PLUS MPN may be used for multiple loans.  The parent affirmatively makes a request for a specific loan amount as part of another process/form outside of the Promissory Note process.  (See Requested Loan Amount section).

*
Revision of the Student Section to include only required identifying information (i.e., name, Social Security Number, and date of birth) and deletion of the dependent’s signature. 

Key Form Changes (Not Data Collection)

Non-data item changes to the PLUS MPN include:

*
Multi-year and multi-loan borrowing language was added throughout the form to mirror Stafford MPN multi-year/multi-loan language except as needed to reflect unique PLUS loan characteristics.

*
Information contained in the Borrower Certifications and Authorizations appears on the face of the form above the “Promise to Pay”.

*
The default and overpayment question is no longer a check-off box, but has been included in the Certification Statement in item 18D.

*
The authorization to permit schools to transfer loan proceeds to the dependent student’s account that were received by EFT or master check has been incorporated into the authorizations in item 19D. 

Printing Instructions for Forms

PLUS MPN

Participating lenders and guaranty agencies actually print and distribute the PLUS MPN forms.  Lenders and guaranty agencies may not make any changes to, deletions from, or additions to, the approved language or format of the PLUS MPN, the instruction page and the Federal PLUS Loan Information and School Certification, except that logos identifying the guaranty agency, program, or the lender may be printed in the space 
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provided in the boxes in the upper right-hand corners of the forms.  These boxes are intended to provide a guaranty agency, program or lender with a space to include their logo, name, telephone number, and appropriate coding (for example, bar coding for filing and processing).  Guarantors, programs, or lenders may use coding in other places on the PLUS MPN (e.g., the side or bottom margins of the PLUS MPN) to meet requirements of their individual processing systems.  These coding identifiers may not be printed on the PLUS MPN if they alter the general layout of the form.  Organizations may print in the lower margin on the PLUS MPN a reference to the type of copy, for example, “original”, “borrower copy” or “file copy”.  The PLUS MPN must be printed in black ink except for printing in the boxes in the upper right hand corners of the forms, as noted above.

Borrower’s Rights and Responsibilities Statement

No changes to, deletions from, or additions to the prescribed language of the Borrower’s Rights and Responsibilities Statement are permitted.  However, the Borrower’s Rights and Responsibilities Statement may be enhanced by printing in color.

Plain Language Disclosure

No changes to, deletions from, or additions to the prescribed language of the Plain Language Disclosure are permitted.  The Plain Language Disclosure text may be enhanced by printing in any format or colors and may be combined with other information or graphics.
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