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Topics
Highlights

Similarities and Differences

DL Processing

Originating

MPN

Disbursing

Reconciliation

DL Funding

DL Servicing & Servicers

Tools and Resources
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Direct Loans

Roles and Responsibilities

 Schools

• Certify eligibility

• Educate borrowers about their 

responsibilities

• Send/receive financial and student data 

to/from Federal Student Aid

• Deliver proceeds

• Funds management and reconciliation
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Similarities

Virtually all of the regulations

Origination/Certification

Student eligibility

Master Promissory Note

Loan Counseling

Cash Management
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Roles and Responsibilities

 Federal Student Aid provides operational, 

system, and service support to schools

• School Eligibility

• Funding

• Reconciliation/Closeout

• Communications/Publications

6



AASFAA April  7-9, 2010

3

Direct Loans

Roles and Responsibilities

 Federal Student Aid also provides 

operational, system, and service support to 

borrowers

• Loan Servicing

• Software/Web-based services

• Customer Service
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Loan types

Loan amounts

Loan limits

Interest rates on loans

Direct PLUS 7.9% 

FFELP PLUS 8.5%

Similarities
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Differences
Disbursement

Upfront rebate

Schedule 

Adjustments

Main Campus/Additional Locations

G code

E code
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Direct Loans

Differences
Funding Source

Single source – G5

Direct Loan schools calculate and draw 
immediate need

Monthly Reconciliation 

DL Repayment Options

Income Contingent Repayment Plan

Alternative Repayment Plan

Public Service Loan Forgiveness
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Direct Loan Processing
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»ISIR

DL Processing

»Funding Data and 
»Payment Requests

»Central Processing System (CPS) »FAFSA

»SAR

»COD

»Originations, 
Disbursements & 
Paper MPNs

»Responses

»G-5 »NSLDS

»Servicers

»Funding Request

»Money

»Loans and 
Disbursements

»Loans and 
Disbursements

»Enrollment Status

» Repayment/

» Servicing
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Direct Loans

School Solution

 Custom Mainframe

 Commercial vendor software/application

 EDExpress

• Stand-alone

• Combination with mainframe app

• Combination with vendor app
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Student Aid Internet Gateway 

(SAIG)

 Electronic communications network

 Data Point Administrator (DPA)

 TG Mailbox

 FSA systems

 https://fsawebenroll.ed.gov
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Common Origination and 

Disbursement System (COD) 

 COD is a student-centric

• Pell, ACG, SMART, TEACH, DL

 School sends information to COD

 COD processes/edits and returns response

15
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Direct Loans

Submitting Records to COD

 Batch 

• Via SAIG mailbox

• Picked up by periodic “sweeps” 

• Typically transmits many student records 

 Online at COD website

• Transactions almost “real time”

• Involves one student record at a time

16

Loan Origination

 Direct Loan Originates and FFEL Certifies

• Loan Origination Record (LOR) contains Person data + 

DL Award + Disbursement data (amounts and dates)

• Anticipated or actual disbursements must equal the 

award amount

 COD response 

• Indicates if records were accepted or rejected 

o Edit codes tell what is wrong

• Provides status and expiration date of the MPN
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PLUS Loan Credit Check

 COD Completes upon receipt of origination 
• PLUS MPN includes authorization

 Online Credit check, with signed authorization
 No Adverse Credit

 Adverse Credit options
• Stop PLUS process
• Obtain an endorser
• Appeal to COD due to extenuating 

circumstances

18
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Direct Loans

Master Promissory Note

 www.dlenote.ed.gov*

• Benefits

• School options

• eMPN simulations

19

* Changing to studentloans.gov

Master Promissory Note

One lender, one MPN

Paper or electronic

All MPNs have a 10-year active “life” from 

date of COD receipt

o Provides borrower mobility

School selected options

o COD School Options screen

o Multi-year function

o Timing of MPN with Origination
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Electronic MPN

eMPN website 24/7 for borrower 

convenience

Strict edit logic prevents errors

Quick process…average time to completion 

is only 13-14 minutes

Paperless financial aid office

Master Promissory Note 

21

http://www.dlenote.ed.gov/
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Direct Loans

Must have accepted & 

linked MPN

Pending v Actual 

Disbursements

Always submit actual 

date/amount

Disbursements

22

Disbursements

“Booked” Loan

Accepted Origination record, MPN and 1st

Disbursement

Is now a binding obligation between 
borrower and ED

30-Day Warning Report

ID’s unbooked loans for school

23
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Direct Loans

Reconciliation 

 Schools must reconcile each month

 Similar to balancing a checkbook

 Use reports to research and determine 
timing differences between COD and 
School

25

DL Reconciliation

 Monthly Activity

• School reconciles internally, FAA and Business offices

• School reconciles externally with COD

o Reconcile cash, loan summary, and loan detail

• Document your reconciliation 

 Aids to Reconciliation

• COD screens and reports

• School Account Statement (From COD)

• Direct Loan Tools Software (FSA Download site)

• COD Reconciliation specialists
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Program Year Closeout

 Process is complete when:

School and COD show a cash balance of $0 and

• All COD records match all school DL records 

and business office system transactions

and

• School Account Statement (SAS) reflects a $0 

unbooked balance

27
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Direct Loans

Direct Loan 

Funding

»28

Funding Lifecycle

 Initial Authorization

• Approximately 60% of the amount of the 

disbursement records on file from previous year

 Disbursement and Loan processing (COD System)

 Drawdowns (through G5)

 Monthly reconciliation disbursements/cash

• School/COD System/G5

 End of Award Year Reconciliation and Closeout

»29

Funding

 Schools receive initial Current Funding Level (CFL)

• Funding Method – Advance Cash

 May request funds from ED before/after disbursing aid

• G-5 - ED payment system

 School submits Actual Disbursement Records to COD 

to substantiate drawdown 7 days prior or within 30 days 

after disbursement

• Substantiated disbursement records increase funding 

level in G-5

30
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Direct Loans

 www.g5.gov

 Schools use the G5 System to:

• View current funding information

• Request payments and adjust drawdowns

• Return cash

31

Establish G5 Account

 Set up bank information

• Enroll in Automated Clearing House (ACH) using Direct 

Deposit Sign-Up Form (SF-1199A), or

• FEDWIRE by enrolling with ED’s CFO

 Obtain user ID and password

• ED mails User IDs and passwords to payee’s business 

address

 Have a DUNS Number

• Call 1-866-705-5711 or

• Online at http://www.dnb.com
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G5

 Schools should contact G5 when:

• They need to add a new bank acct.

• They need to designate which acct. they will 

use

 Contacting G5

1-888-336-8930 
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https://www.g5.gov/ext/wps/portal?g5.parameters.errorcode=&g5.parameters.error=&g5.parameters.username=unauthenticated
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Direct Loans

DL Servicing

34

Repayment options tailored to individual need 

 Standard, Extended and Graduated

 Income Contingent Repayment (ICR)

 Income-Based Repayment (IBR)

 Alternative Repayment

Public Service Forgiveness Program

Repayment Incentives

Payment due date selection by borrower

Options for receiving bills and/or correspondence electronically 

Self-Service tools for borrowers 

 (telephone voice response system, Web portals)

Online form submission (forbearance and deferments)

Direct Loan Servicing: Borrowers

35

Income-Based Repayment

 New repayment plan that began July 1, 2009 for FFEL and 

Direct loan borrowers

 Caps monthly payments on eligible loans to an affordable 

amount, based on income and family size  

 Required monthly payment for a borrower who has a partial 

financial hardship 

• Limited to no more than 15 percent of the amount by 

which the borrower's AGI exceeds 150 percent of the 

poverty guideline applicable to the borrower's family 

size, divided by 12. 

• Evaluated annually

36
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Direct Loans

Income Contingent Repayment 

 Borrower's monthly repayment amount is 

generally based on the total amount of the 

borrower's Direct Loans, family size, and 

Adjusted Gross Income 

 Evaluated annually

 Repayment plan up to 25 years 

37

Alternative Repayment. 

 ED may provide an alternative repayment plan for a 

borrower who demonstrates to the Secretary's 

satisfaction other plans not adequate to 

accommodate the borrower's exceptional 

circumstances.

 Borrower must repay a loan under an alternative 

repayment plan within 30 years of the date the loan 

entered repayment, not including periods of 

deferment and forbearance.
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Public Service Loan Forgiveness 

 Secretary forgives outstanding balance on an 

eligible Direct Loan if the borrower:

• Is not in default

• Makes 120 separate, full monthly payments, within 15 

days of the due date, after October 1, 2007 under one or 

more specified repayment plans

• Is employed in a public service job at the time loan 

forgiveness is requested and granted and during the 

period the borrower  makes the required 120 payments

39
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Direct Loans

Borrower Enhancements

 Studentloans.gov (March 2010) 

• Entrance Counseling (Exit Counseling on 

NSLDS)

• Complete MPN

• PLUS Application

o Future ability to perform self-credit check

• PLUS Endorser

40

New

end of 

March 

2010

41

Direct Loan Servicing Web sites

For Borrowers  - www.dl.ed.gov

 Real Time Account Information
 Online Transaction Processing - Borrower Self-Service
 Online Counseling and Rules Based Messaging
 Interactive Pre-qualifier for Deferment and Forbearance 

Requests including online submission 
 Online payments
 Electronic Mail Services
 EDA Enrollment
 Online Calculators
 Online Surveys

For Schools  - www.dl.ed.gov/schools

 Student Account Lookup
 Online Reports – Portfolio, Delinquency and Counseling
 Complete Question Center

42

http://www.mydirectloan.ed.gov/
http://www.dl.ed.gov/
http://www.dl.ed.gov/schools
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Direct Loans

 What  types of Reports:   

o Entrance counseling

o Exit counseling

o Portfolio

o Delinquency

 When:

o as needed daily, weekly, monthly

 Where:  

o SAIG mailbox, email, DL servicing Web site

 Why:   

o to monitor borrower activity at DL servicing

Direct Loan Servicing –

School Reports

43

Direct Loan Servicing 

Delinquency & Defaults 

• Pre-Repayment Counseling

Calls made two months prior to 
entering repayment

Emails sent to assist with repayment 

• Delinquency Counseling

31 days we begin a series of calls

Letters begin at 7 days delinquent 
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Direct Loan Servicing 

Delinquency & Defaults

• Call Campaigns

High balance calls (balance of 80K or greater)

Borrowers who fall within the COHORT population will 

also receive up to 4 manual calling attempts.

• Late Stage Delinquency Assistance (LSDA) involves 

school personnel reaching out to seriously delinquent 

borrowers (240+ days), and facilitating the critical 

contact with the loan servicer to prevent loan default.

45
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Direct Loans

DL Servicers

46

Additional Servicers

 Selected Additional Federal Loan Servicers

ACS (current servicer)

 Great Lakes Education Loan Services (additional)

 Nelnet (additional)

 Sallie Mae Corporation (additional) 

AES / PHEAA (additional) 

“Created an environment of competition to ensure student 
borrowers received best in business service” 
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Measuring Performance 

»Performance Measurements: 

 Service Levels

 Borrowers

 Schools

 Department of Education

 Borrower Defaults 

 On–going program compliance reviews

48
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Direct Loans

 Allocation of volume is performance based 

 Default management performance metrics

% of “In Repayment” Portfolio Dollars into default  

% of unique “In Repayment” Portfolio borrowers into 
default

 Customer Satisfaction Surveys (borrower, school, FSA)

Volume allocations will vary significantly based on results

 Competition will deliver improved services

 Servicers are rewarded for providing excellent default 
aversion techniques that deliver the desired results   

 Healthy competition produces continuous improvement 
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Additional Servicers:
Performance through Competition

Approach:

 All borrower federally held 
loans will be maintained by 
a single servicer

 Servicers must comply with 
all legislative and regulatory 
requirements and will 
provide unique best in 
business services

 Schools will be working with 
multiple servicers

Examples of Services:

 Single Point of Contact for 
Schools per Servicer

 Financial literacy materials and 
web tools

 Predictive call modeling 
(for delinquency)

 Robust skip tracing tools 
(for delinquency)

 Web Chat
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 Educates and informs borrowers as to the tools and 

options available to assist them in the management of 

their student loans

 Multiple repayment options tailored to borrower preferences

 Options for receiving bills and/or correspondence electronically

 Utilizes electronic communication methods such as email to 

keep borrowers informed about account status 

 Self-Service tools (telephone voice response system, 

Web portals)

 Dedicated services to schools to manage default rates 

51

Additional Servicers 
Borrower Services:
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Direct Loans

Next Steps

52

Where Are We Now…

COD System capacity enhancements for 100% 

FFELP volume in progress, on time and on target

FSA Customer Service Centers 

Increased and trained staff

Monitor incoming volume

COD has dedicated OnBoarding Team to assist 

setup completion requests and “starts” 
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Where Are We Now…

FSA Direct Loan Transition Team

Focused OnBoarding/Point of Contact Team

Focused School Assist Team

o Grad/Professional schools

o Career Colleges

o Small schools

o Foreign

54
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Direct Loans

COD Assistance

COD staff resources for assistance

COD Customer Service Representatives

COD Issue Resolution Specialists

COD Reconciliation Specialists

55

How to Get Started in DL

Direct Loan Website

http://www.direct.ed.gov/participating.html

Provides list of steps 

For more information/assistance

Email to = DLEnrollment_FSA@ed.gov

Email to  = CODSupport@acs-inc.com

DL Transition Checklist

http://www.nasfaa.org/PDFs/2010/DLChecklist.pdf
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Direct Loan Training
 “EDExpress Basics”

Web based training module via IFAP

 COD Computer Based Training

Download via IFAP

ED Webinars (ifap.ed.gov)
Reports, D/L Tools, DL Servicing, EdExpress for 

DL, COD Systems Primer, DL program Primer, 

Reconciliation

DL for Business Officers

DL One-day workshops
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http://www.direct.ed.gov/participating.html
mailto:CODSupport@acs-inc.com
mailto:CODSupport@acs-inc.com
mailto:CODSupport@acs-inc.com
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Direct Loans

Direct Loan Resources

Written Materials (IFAP)

Direct Loan Website

www.direct.ed.gov

National Direct Student Loan Coalition

www.directstudentloancoalition.org

School mentors
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Borrower Web Sites
 Federal Student Aid Information

• http://www.studentaid.ed.gov

 Direct Loan Processing – counseling, MPN, PLUS
• http://studentloans.gov

 Direct Loan Servicing Center – Borrower Services
• http://www.dl.ed.gov

 Direct Loan Consolidation Center
• http://www.loanconsolidation.ed.gov

 Federal Student Aid Ombudsman
• http://www.ombudsman.ed.gov
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School Web Sites

 COD Web site

• http://cod.ed.gov

 Direct Loan Web site

• http://www.direct.ed.gov

 Federal Student Aid Information

• http://www.ifap.ed.gov

 FSA Download

• http://fsadownload.ed.gov
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http://www.directstudentloancoalition.org/
http://www.studentaid.ed.gov/
http://studentloans.gov/
http://www.dl.ed.gov/
http://www.loanconsolidation.ed.gov/
http://www.ombudsman.ed.gov/
http://cod.ed.gov/
http://www.direct.ed.gov/
http://www.ifap.ed.gov/
http://www.ifap.ed.gov/
http://fsadownload.ed.gov/
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Direct Loans

School Customer Service Centers

COD School Relations Center

http://www.cod.ed.gov

(800) 848-0978

School Services - DLSS

http://www.dl.ed.gov/schools

(888) 877-7658

Direct Loan Consolidation Center

http://www.loanconsolidation.ed.gov
(800) 557-7392
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School Customer Service Centers

CPS/SAIG
http://www.fsawebenroll.ed.gov

(800) 330-5947

G5 Help Desk
http://www.g5.gov

(888) 336-8930

NSLDS

http://www.nsldsfap.ed.gov
(800) 999-8219
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http://ww.cod.ed.gov/
http://ww.cod.ed.gov/
http://www.loanconsolidation.ed.gov/
http://ww.cod.ed.gov/
http://ww.cod.ed.gov/
http://www.nsldsfap.ed.gov/

