DOCUMENT RESUME
ED 307 833 HE 022 191

TITLE A Self-Instructaional Course in Student Financial Aid
Administrataion. Module 11l: The Stafford Loan, SLS,
and PLUS Programs. Second Editaion.

INSTITUTION Office of Student Financial Assaistance (ED),
Washangton, DC.; Washington Ccnsulting Group, Inc.,
Washaington, DC.

PUB DATE 20 Aug 88
NOTE 76p.; For related documents, see HE 022 181-198.
PUB TYPE Guides - Non-Classroom Use (055) -- Tests/Evaluation

Instruments (160)

EDRS PRICE MFO1/PC04 Plus Postage.

DESCRIPTORS Administrator Responsibility; Administrator Role;
Educational Fainance; =*Eligibilaty; *Federal Ai1d;
Federal Government; Federal Programs; Higher
Education; Program Administration; Programed
Instructional Materials; Recordkeeping; *Student
Fainancial Aid; =*Student Financial Aid Officers;
*Student Loan Programs

IDENTIFIERS Department of Education; Higher Education Act Tatle
IV; xParent Loans for Undergraduate Students Program;
Paying For College; *Stafford Loan Program;
Supplemental Lo2ns for Students Program

ABSTRACT

Module 11 in the 17-module self-instructional course
on student financial aid admainistration (designed for novice
financial aid administrators and other institutional personnel)
focuses on the Stafford Loan, SLS (Supplemental Loans for Students),
and Parent Loans for Undergraduate Students {(PLUS) student loan
programs. It is part of a course that introduces the management of
federal financial aid programs authorized by Title _V of the Higher
Edqucation Act. It teaches how to outline processing s.eps in Stafford
Loan/SLS/PLUS, recognize and correctly use specifiC program terms,
list student eligibality crateria, and help the school do a good job
of loan counseling. Two sections focus on the following: {1) the
Stafford, SLS, and PLUS programs {overview, student eligibility and
financial need, the loan process, loan application processing at the
institution, applaication processing by lender, institutional
processing of a Stafford Loan or SLS check, reporting withdrawals and
less—than-half-time attendance, and summary of institutional
responsibilities) and (2) recordkeeping requirements for the Stafford
Loan/SLS, and PLUS programs. A pre-test, post-test, glossary,
acronyms, and chart comparing the Title IV loan programs are
provided. Three appendices offer a sample Stafford Loan (GLS)
application, a sample SLS/PLUS loan application, and deferments under
the Stafford Loan, SLS, PLUS, and consolidation loan programs.
Contains two references. (SM)

IR R ER LSRR R R R R R R A R R R R R R R R R TR LS

* Reproductions supplied by EDRS are the best that can be made x

x from the original document. x
222 SRR RS R R R R R R R R R R R R R R R R P R R R P TS E ]




TARE VNN

Federal

U S. DEPARTMENT OF EDUCATION
Ofttce ot € and

yATlONAL RESOURCES INFORMATION

CENTER (ERICY
This document has been reproduced as
receiwved from the person of orgamzaton
onginating 1t
C Minor changes have been made to /mprove
reproduction quakity

® Pointsof view of opinions stated in thus docu-
ment do not necessanly represent otficial
OER! position of polCy

$0000800000008 Y
» P A
2 N 7 ) 000 b0 B D - 42

o2l AN, BOOOOOE
o G 00 0.6 0.6 0 -
Uy S
‘ C o273 56600000 At |

g 1L XY
Y 64 8 AAAAAAA 44
NV 000000
o .60 00008001
[Nl 8080500
A PG AAAAAAAAAAAA

: ':\0,'\40444444

aroweec.

\‘I\J\‘

EMC:

PAFullToxt Provided by ERIC







AR DML L RENE £ CERArD W /Y| W7 I | A\

ERIC

L]




0.8. DEPARTMENT OF EDUCATION
Othce of£ducationatl Ressarch and Improvement
£0UZATIONAL RESOURCES INFORMATION

CENTER (ERIC)

O s document has been reproduced 33
recened from the person or orgamization
onginating it

© Minor changes have been made to improve
reproduction quahty

@ Points of view or opiions stated in this docu-
ment do not necessanly represent othcial
OERI positon or pohcy

880
v AAAAAAAAA:A:A:AiA:A:A:A:A:A:A:Aﬁé:%
§00856 8 4
2 AAA AAAAAAAAA“AAAAAAA:AAAAA

Self tnstrctional
Course

in Studeert
Finare o Ao
Acirnprnisiration




5

QRO

OO0
5000 £«
oot W

30

LR ’ e erne
= s o gﬁ;ﬁ?ﬁgf
SR

4

rarerorseiorenc [N
N \izjb, )
*
"

Faay®,
M. o







e,

This publication is one component of A Se/f-Instructional Course in Student Financial Aid
Administration. This Second Edition of the course consists of the following modules:

PN U AW

The course includes a Support Booklet with the complete course glossary, acronyms, key resources

Student Financial Aid Administration: Course Study Guide ard Introduction to the Field
Federal Student Financial Aid: History and Current Seurces

The Legislative and Regulatory Processes

Roles and Responsibilities of the Financial Aid Office

Title IV Institutional and Program Eligibility

General Student Eligibility

Calculating Cost of Attendance

Need Analysis

Award Packaging

The Pell Grant Program

The Stafford Loan, SLS, and PLUS Programs

Campus-Based Programs: SEOG, CWS, and Perkins Loan

Verification

Authorization, Fiscal Operations, and Reporting

Internal Aid Office Management and Institutional Quality Control

Forms and Publications

Evaluation of Student Aid Management: Self-Svaluation, Audit, and Program Review

’

bibliography, and index, as well as addresses of publi.hers mentioned in the course. The Support
Booklet also offers guidelines for further study.




UNITED STATES DEPARTMENT OF EDUCATION
WASHINGTON DC 20202

October 1988

|
‘ Dear Colleague:

We are pleased to present the Second Edition of A Self-Instructional Course in
Student Financial Aid Administration. This updated version of the course
originally published in 1986 incorporates provisions .f the Higher Education
| Amendments of 1986, with 1987 Technical Amendments and subsequent amendments.

The purpose of the course remains the same. It is designed to provide
neophyte financial aid administrators (those with two years or less experience
in student aid) and o*'er institutional personnel with a systematic
introduction to management of federal financial aid programs authorized by
Title IV of the Higher Education Act. Students of the course will gain a
fundamental understanding of the roles and responsibilities of participating
institutions and of student aid administrators. On completion of the course,
they will be prepared to expand this knowledge with the use of training and
reference materials, on-site training opportunities, and contacts with other
members of the profession.

The materials were revised under a contract with the Washington Consulting
Group. The teat was reviewed for technical accuracy by many staff members of
the Office of Student Financial Assistance (OSF&).: Special acknowledgement is
due to both project staff and OSFA specialists for accomplishing very
wide-ranging modifications of the text during a period when much legislative
and regulatory activity affecting student aid was in progress.

Your comments and suggestions regarding any aspect of :he materials are
welcome. OSFA is particularly interested in learning 1) the level of
experience and job responsibilities of personnel at your institution using the
modules; 2) the purposes for which they are being used (for example,
self-study, training new staff, reference); and 3) whether you feel that this
publication is among those that OSFA should continue to update and disseminate
annually. You may send your comments tc the Training Branch, OSFA/ED, 400
Maryland Avenue S.W., Washington, D.C. 28202.

Sincerely,

@W Bl RS

Daniel R. Lau
Deputy Assistant Secretary for Director, Student Financial
Student Financial Assistance Assistance Programs

Enclosure
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Second Edition of the course:

David Wyatt, Project Director
Washington Consulting Group
Washington, D.C.

Suzanne Thompson, Financial Aid Specialist
Washington Consulting Group
Washington, D.C.

Sarah Pratt Nesbitt, Financial Aid Specialist
Washington Consulting Group
Washington, D.C.

Carl Emerick
Montgomery College
Rockville, MD

Vicki Baker
George Washington University
Washington, D.C.
Mary Kahn, Corporate Officer in Charge

Washington Consulting Group
Washington, D.C.
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MODULE 11

THE STAFFORD LOAN,
SLS, AND PLUS PROGRAMS

The technical information in this module
is based on laws, regulations, policies,
and procedures in effect as of:

August 20, 1988
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This is one component of A Self-Instructional Course in Student Financial Aid Administration. This
Second Edition of the course has been prepared by The Washington Consulting Group, Inc., under a
contract with the U.S. Department of Education.

The course consists of 17 modules and a support booklet. It provides an introduction and guide to the
administration of student financial aid programs authorized under Title IV of the Higher Education
Act of 1965, as amended. The titles of the modules are listed on the inside front cover of this
publication.

Institutions may freely reproduce the course for their own use. For more information on the course,
contact one of the Department of Education offices listed on the inside back cover of this publication
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MODULE 11

THE STAFFORD LOAN, SLS, AND PLUS PROGRAMS

O LEARNING OBJECTIVES

This module covers three major Title IV loan programs: the Stafford Loan (formerly
Guaranteed Student Loan, or GSL), Supplemental Loans for Students (SLS), and PLUS
programs. After finishing this module, you will be able to:

< list student eligibility criteria and recognize differences in criteria for the Stafford
Loan, SLS, and PLUS programs and those for other Title IV programs;

< list annual and aggregate loan totals and interest rates for the Stafford Loan, SLS, and
PLUS programs;

¢ recognize and correctly use specific program terms such as registered, loan maximum,
aggregate borrowing limit, deferment, grace period, and default;

< outline the processing steps in Stafford Loan/SLS/PLUS and describe the roles of the
student, the institution, and the lender; and

< assist your school to do a thorough job of loan counseling, including the exit interview
required by law.

Q INTRODUCTION

After examining the largest source of grant assistance—the Pell Grant program--we are ready
to turn our attention to the largest and most widely used sources of loan assistance. These are
the Stafford Loan, SLS, and PLUS programs.

The Guaranteed Student Loan program, now called the Stafford Loan program. was first
enacted as part of the Higher Education Act of 1965. It offers below-market-rate, low-interest
loans to students who show financial need. The Supplemental Loans for Students program was
established by the Higher Education Amendments of 1986, and is available to students who
want to borrow beyond their eligibility for the Stafford Loan program. SLS loans are not
need-based--they may be substituted for all or part of the expected family contribution, and
therefore may “supplement" the student's other loans and resources in paying educational
costs. Whiie both programs are for student borrowers, they differ in their terms and
provisic.s.

The PLUS program was established by the Education Amendments of 1980. Although both
students and their parents were eligible to borrow under the program prior to October 17, 1986,
PLUS now provides loans to parents only. This program also assists mary families in meeting
educational costs, although at interest rates higher than Stafford Loan rates. In fact, many
families need a combination of loans to make up the difference between costs and other funds

8/20/88 Eleven-v
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available to pay for the student's education. PLUS loans also may be used to replace all or
part of the expected family contribution.

The Stafford Loan, SLS, and PLUS programs are a unique cooperative effort among students,
educational institutions, lenders, loan guarantee agencies, and the federal government.
Lenders provide private loans at reduced rates to students who normally might not qualify for
commercial loans. Institutions determine student eligibility and certify costs. Guarantee
agencies insure loans against circumstances such as default, disability, or death of the
borrower. The federal government plays several major roles. In the “tafford Loan, SLS, and
PLUS programs, the Department of Education subsidizes the below-market loan rates by
making extra payments (special allowances) to lenders. ED maxes Stafford Loan interest
payments for students (interest benefits) during specified periods. The federal government
also reimburses guarantee agencies for uncollectible loans.

These loan programs play an important role in the financial assistance offered to students an-
parents, particularly for attendance at moderate- to high-cost institutions. They also support
the concept of . “1oice by =xpanding students' financial access to schools and educational
programs that might otherwise be beyond their means.

This module will focus on several responsibilities of the institution and the financial aid
administrator in the Stafford Loan/SLS/PLUS process. Topics will include student
eligibility, application processing, disbursement, monitoring of the student’s status, and
recordkeeping. Because of the large number of students who use the Stafford Loan, SLS, and
PLUS programs to help finance their education, your role as a counselor or advisor to students
will be significant. Understanding the students’ options and responsibilities is important to
help them avoid excessive debt and potential default in years to come.

In addition to studying this module for Stafford Loan/SLS/PLUS program information, you
should be familiar with material in previous modules which is also essential to a full
understanding of these programs: general student eligibility, cost of attendance, need
analysis, and award packaging. This module builds on your familiarity with these related
subjects. Future modules will also discuss significant related topics: verification of applicant
data (Module 13), submission of required reports (Module 14), development of a refund policy
(Module 15), and audit requirements (Module 17).

O FOR SPECIAL ATTENTION...
Major changes have occurred as a result of the Higher Education Amendments of 1986, as
amended by the Technical Amendments of 1987 and subsequent amendments. Some of the most
significant changes to the guaranteed loan programs are:
¢ arequired need analysis for all Stafford Loan applicants.
$ effective for periods of enrollment on or after July 1, 1987, students who receive a
Stafford Loan, SLS, or parent's PLUS loan must be enrolled or accepted for enrollment in

a degree or certificate program (there is one exception, as explained in Section 11.2.1).

¢ increased annual and aggregate loan limits for the Stafford Loan program.

Eleven-vi 1z 8/20/88
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< a new loan program, Supplemental Loans for Students (SLS), with eligibiiity extended
to independent undergraduate students, graduate or professional students, and, in
special circumstances, dependent students.

< eligibility for the PLUS loan program limited t¢ parent borrowers.

< new deferment provisions for new borrowers under the Stafford Loan, SLS, and PLUS
programs.

More details on these and other changes are given in later sections of this module.

PRE-TEST

1. The largest Stafford Loan amount that an undergraduate student in the first year of study
may borrow for the academic year is:

a. $4,000
b $3,750
c  $3,125
d $2,625
e. $2,150

2 In some circumstances, a borrower may be temporarily permitted to make smaller
payments on a loan. This is kr:own as:

a. forbearance
b. deferment

¢ agrace period
d default

3. Currently, when does ED pay the interest on an SLS loan? (circle all that apply)

a. during the grace period
b while the student is repaying the loan
¢ during the period when the student is enrolled at least half-time at a participating

school
d. during authorized deferments
e. none of the above—ED does not pay interest benefits on an SLS loan

4. In the Stafford Loan program, the institution's role includes: (circle all that apply)

a. reviewing institutional records for indications of a student’s previous default on a
Title IV loan

b. determining student eligibility

¢ insuring loans

d. certifying the loan application

5. Stafford and SLS loan funds must be disbursed in multiple payments. True or False?

8/20/88 Eleven-vii




10.

11.

12.

13.

14.

15.

An SLS or PLUS loan is not need-based and may be counted as part of the expected family
contribution. True or False?

A student already has an outstanding Stafford Loan at 9% at the time he applies for
another Stafford Loan. The current interest rate is 8%. The interest rate on the student's
new Stafford Loan would be:

a. 8%

b 825%

c 85%

d 9%

Stafford and SLS loan checks are sent directly to the student. True or False?

Students must be enrolled or accepted for enroliment at least half-time to be eligible for a
Stafford, SLS, or parent’s PLUS loan. True or False?

Most Stafford, SLS, and PLUS loan repayment periods range from:

a. 10-15 years
b.  5-15 years
¢ 5-10 years
d 0-5 years

Institutions need written authorization from the student to retain Stafford/SLS loan
proceeds in excess of the amount currently due the school. True or False?

The financial aid administrator must confirm that a student is registered for at least
half-time attendance before a Stafford Loan check can be released to the student or
credited to the student's account. True or False?

Reviewing the student's dependency status is not necessary during institutional processing
of a Stafford Loan application. True or False?

Under the Stafford Loan program, graduate students may borrow $7,500 per year.
However, the total amount borrowed under the Stafford Loan program, including
undergraduate and graduate loans, cannot exceed:

a. $54,750
b $36,250
c $28,250
d $15,000

A late disbursement check is one that arrives at the institution: (circle all that apply)

a. after the student has stopped attending classes on at least a half-time basis
b after the end of the academic period for which the loan was intended
¢ after the student has already begun classes

14
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a.
b

C

a.
b
c
d

b

an g

16. Which of the following does the Department of Education pay to the lender on behalf of
a Stafford Loan borrower who is eligible for interest benefits? (circle all that apply)

the guarantee fee

the interest on the loan during the in-school period, grace period, and authorized
periods of deferm~nt

the difference becween the lower Stafford Loan interest rate and a "market" rate
calculated by a statutory formula

17. Whl%%"of the following eligibility criteria must be met for a student to borrow under the
Stafford Loan program? (circle all that apply)

students must be enrolled in a degree or certificate program

students must not owe a refund on a Title IV grant received for attendance at any
school

students must maintain satisfactory academic progress

students must demonstrate need

18. Currently, who may borrow through the PLUS program? (circle all that apply)

parents borrowing on behalf of their children who are dependent undergraduate or
graduate/ professional students

independent undergraduate students

dependent undergraduate students borrowing on their own behalf

graduate students

Eleven-ix




1.

2

10.

11.

12

13.

14.

15.

16.

17.

18.

ANSWERS

d. (113.1)*

a. (11.3.1)

e. (11.3.1)

a,b,andd. (11.32,11.4)
True. (115)

True. (11.2.3)

d (11.3.1)

False. (11.5)

True. (11.2.1)

¢ (113.1)

True. (11.6.1)

True. (11.6.1)

False. (114.2)

a. (11.3.1)

a.andb. (11.56.2)
b.andc. (11.3.1)
b.,c,andd. (11.2.1,11.2.3,11.4.1)

a. (11.1,11.3.3)

*For quick access to information on this question, see this section.
q q

estions: 18 Your Score: Percentage:
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AND PLUS LOAN PROGRAMS

[ THE STAFFORD LOAN, SLS, ]

11.1 OVERVIEW OF THE STAFFORD
LOAN, SLS, AND PLUS PROGRAMS

The Stafford Loan program was formerly
called the Guaranteed Student Loan
(GSL) program.

Guaranteed loan programs play an important role among
the financial assistance programs for students. The
Stafford Loan, Supplemental Loans for Students (SLS),
and PLUS programs are intended to help students make up
the difference between their personal resources and
educational costs. They support the "freedom of choice"
concept by offering students increased financial access to
schools that might otherwise be beyond their means.

There are considerable differences between the Perkins
Loan program and the Stafford, SLS, and PLUS loan
prograr~.,. Unlike the Perkins Loan program, these
programs do not require the institution to request federal
funds, select recipients, or make awards. The Perkins
Loan program is discussed with the other campus-based
programs in Module 12.

The Stafford Loan and SLS programs make loans to
eligible students. They are an important source of funds
because students generally cannot obtain regular loans
from commercial sources--they often have no employment
or credit history, or lack collateral for a loan. Although
the Stafford Loan and SLS programs share deferment
provisions, they differ in other terms and provisions such
as the maximum amounts a student may borrow, eligibili-
ty requirements, interest rates, and repayment dates.

The Stafford Loan program makes low-interest loans
(lower than market rate) to students who show financiai
need. Eligibility requirements and repayment terms have
been specifically designed for these students.

The SLS program provides loans to certair students who
desire further assistance beyond the funds available to

them through the Stafford Loan program. An SLS loan

may be counted as part of the expected family contribu-

tion and is referred to as non-need-based.

The PLUS program makes loan funds available to parents
borrowing on behalf of their children, who may be depen-
dent undergraduate or graduate/professional students.

17

The Stafford Loan, SLS, and PLUS
~rograms are authorized in Part B of
Title IV of the Higher Education Act, and
are sometimes referred to collectively
as ths "Part B" programs.

+ The Stafford Loan, SLS, and PLUS
programs differ from the Perkins Loan
program (formerly the NDSL program)
in tnat the institution does nei request
federal funds, select recipients, or
make awards. See Module 12 for
information on the Perkins Loan
program--a "campus-based” program.

“-me differences between the
-.Jdent eligibility provisions for the
Stafford/SLS/PLUS ioan programs
andother T e |V programs are shown
in the chart on page 5.

Stafford Loans

SLS Loans

PLUS Loans

Eleven-1




PLUS loans may also be counted as part of the expected
family contribution and are not based on demonstrated
financial need.

The Stafford Loan, SLS, and PLUS programs work with
private capital committed to the programs primarily by
commercial lenders. The programs are a cooperative
effort involving borrowers (students or parents), lenders,
educational institutions, guarantee agencies, and the
federal government. The lender receives a loan guarantee
from a guarantee agency. The guarantee agency will
itself be reimbursed by the Secretary of Education for
claims paid on defaulted loans or loans that are cancelled
due to the bankruptcy, death, or total and permanent
disability of the borrower. Educational institutions that
participate in these programs are those that normally
participate in the other Title IV programs: colleges and
universities, vocational and technical schools, and corre-
spondence schools. Stafford, SLS, and PLUS loans may
also be borrowed for study at participating foreign
schools.

Consolidaticn loans are offered by lenders for the purpose
of combizung loans previously made under the FISL,
Staffeid Loan (formerly GSL), Perkins Loan (formerly
NDSL), PLUS (loans to students only*), SLS, and Health
Frofessions Student Loan programs. PLUS loarns to parents
may not be consolidated. Generally, a Consolidation loan
may be obtained by a student with a minimum debt of
$5,000 who is in a grace or repayment period and who is
not delinquent in repayment. L.nans made to a student
under various programs can be consolidated into one loan
with a single interest rate requiring only one payment
each month. The Consolidation loan may have a longer
repayment term and lower monthly payments.

This module will focus on the following institutional
responsibilities:

¢ determining student eligibility;

< processing and certifying the student's loan
application;

< verifying student eligibility before processing and
delivering loan funds;

¢ complying with check processing regulations;

Eleven-2

When a student's Stafford, SLS, and
PLUS loans for a loan period are added
iogether, they may not exceed the cost
of education minus other financial
assistance for that period.

The Stafford Loan, SLS, and PLUS pro-
grams are the only Title IV programs that
permit foreign schools to panicipate.

Consolldation Loans

Federally Insured Student Lcans
(FISL) The FISL program was
established by the Higher Education Act
of 1965 but has been replaced by the
current loan programs.

*Prior to Octobar 17, 1986, the PLUS
program made loans to independent
undergraduate and graduate/profes-
sional students. Students can no longer
borrow under the PLUS program, but
may borrow under the Stafiord Loan and
SLS programs.

In the guaranteed loan programs
(Stafford Loan, SLS, and PLUS), the
terms disbursement and delivery have
specific technical meanings:

* disbursement refers to the issuance
of the loan proceeds by the lender (for
example, in the form of a check)

* delivery refers to the transfer of the

loan proceeds to the borrower by the
institution

8/20/88




< notifying lenders and guarantors promptly if the
enrollment status of a borrower drops below program
limits; and

< keeping the records required by federal regulations.

Later modules will discuss other important topics,
including the following responsibilities:

< verifying applicant data (Module 13);

< submitting reports to lenders (including secendary
lenders) and guarantee agencies (Module 14);

< developing a refund policy within regulatory
guidelines (Module 15);

< providing consumer information to current and
prospective students (Module 16); and

< auditing loan transactions and program records
(Module 17).

Please note that although schools may also be lenders,
this module does not attempt to address fully the
specialized procedures associated with that function.
Refer to the federal regulations (34 CFR 682.601) and
guarantee agency regulations or contact your ED regional
office for further information on schools acting as lenders.

11.1.1 Loan Eligibility

In order to obtain a Stafford, SLS, or parent's PLUS loan,
a student must be:

< enrolled in an institution which has signed a
Program Participation Agreement for participation
in this program;

< in a program leading to a degree or certificate;* and

< attending on at least a half-time basis.

Refer to Module 5, Title IV Institutional and Program
Eligibility, for further information on the process by
which institutions become eligible for participation in
guaranteed loan programs.

*Stafford/SLS/PLUS loans may also be
borrowed for up to 12 months of enroll-
ment in a course of study necessary for
enroliment in a program leading to a
degree or certificate.




11.1.2 Lenders

Lenders include banks, savings and loan institutions,
credit unions, pension funds, insurance funds, schools, and
state agencies that have been approved by a guarantee
agency for participation in any or all of the Title IV loan
programs. Lenders use private capital (not federal funds)
to make loans.

11.1.3 Secondary Markets

Organizations known as "secondary markets" are
approved by a guarantee agency to purchase loans from
lenders and collect paymencs. They are also called
"subsequent holders" of a loan and are classified as
lenders even though the loans do not originate with them.
Secondary markets provide a useful service because their
purchase of loans allows lenders to make additional
loans. The Student Loan Marketing Association (SLMA,
or "Sallie Mae") is a major secondary market.

11.1.4 Guarantee Agencies

Guarantee agencies are state or private nonprofit agencies
that administer the Stafford Loan, SLS, PLUS, and
Consolidation loan programs. They must be approved by
the Department of Education to act as guarantors. Their
essential function is to guarantee.or insure each loan,
protecting the lender against default (failure to repay
the loan). For this service, the guarantee agency usually
charges an insurance premium (guarantee fee) which is
normally paid by the borrower.

11.1.5 The Department of Education's Administration
of the Stafford Loan, SLS, and PLUS Programs

In addition to approving schools and guarantee agencies
for participation in loan programs, the Department of
Education currently:

< issues regulations, policies, handbooks, and
bulletins;

< for Stafford Loan borrowers, makes interest
payments called "interest benefits" or an "interest
subsidy"” to the lender while a student borrower is
still in school and eligible to receive a loan, during
the grace period (before the student enters
repayment), and during authorized deferment

21)
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periods when the student is not required to repay
the loan;

< makes payments to the lender called the "special
allowance" which are based on the average bond
equivalent rate of 91-Day Treasury Bills (ED pays
lenders a special allowance on Stafford, SLS, PLUS,
and Consolidation loans to give them an equitable
yield on student loans in comparison to other types
of loans at higher interest rates);

< reinsures loans by reimbursing guarantee agencies for
defaulted loans; and

< takes further collection action against defaulters by
requiring guarantee agencies to assign (transfer)
defaulted loans to ED.

Now that you know the major players and their roles in
the guaranteed loan process, we will move on to examine

Differences between Stafford Loan/SLS/PLUS and Other Title IV Program
Eligibliity Restrictions and Requirements

Statford Loan/SLS/PLUS

Stafford, SLS, and PLUS loans are available for
graduate and professional study as well as under-
graduate study.

Members of a religious community or order are eligible
1o borrow, even if they are receiving maintenance sx-
pensas from the community or order.

A determination must be made of an undergraduate
Stafford or SLS applicant's Pell Grant eligibility
before the aid administrator may certify a Statford
or SLS loan applicatior: (not applicable to PLUS).

Students who are enolled at an approved foreign
school may receive a Stafford, SLS, or parent’s
PLUS loan to attend the foreign school.

Other Title IV Programs

Graduate students are ineligible for awards from the
Pell Grant and Supplemental Educational Opportunity
Grant programs.

Members of a Religious Community or Order who are
receiving maintenance expenses are ineligible to
receive other Title IV funds.

This also applies to the Perkins Loan program, but
does not apply to the SEOG and College Work-Study

programs.

No other form of Title IV aid is available to students
who are enrolled at foreign schools. However,
students may use Pell and campus-based aid in
oversaas programs of U.S. institutions in which they
are enrolied.
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student eligibility, the loan application and approval
process, the responsibilities of students, and several of
thie major institutional responsibilities.

11.2 STUDENT ELIGIBILITY
AND FINANCIAL NEED

11.2.1 Student Eligibility Requirements and Restrictions

Student eligibility requirements for the Stafford Loan,
SLS, and PLUS programs are defined in the federal
regulations under 34 CFR 682.201. These regulations
include most of the general Title IV student eligibility
requirements discussed in Module 6. For example, students
can apply for a Stafford, SLS, or parent's PLUS loan only
if they are enrolled in or are accepted for enrollment in a
program leading to a degree or certificate, are maintain-
ing satisfactory academic progr=ss, and are attending or
plan to attend at least half-tin.« at a participating
school. Parents may obtain PLUS ‘oans for students
meeting these eligibility requireir.ents.

However, there are some major eligibility differences
between these loan programs and other forms of Title IV
assistance. These are summarized in the table on the
previous page.

11.2.2 Stafford Loan and SLS Applicants:
Eligibility or Ineligibility for a Pell Grant

Before certifying a Stafford Loan or SLS at plication, the
financial aid administrator must determine whether an
undergraduate applicant is eligible or ineligible for a
Pell Grant, if the school participates in the Pell Grant
program. If the applicant is eligible for a Pell Grant, the
available grant must be counted as "other financial aid"
in determining the Stafford or SLS loan amount that the
student may borrow. (Remember that graduate/
professional students are never eligible for a Pell Grant.)

The aid administrator may determine a student's
eligibility for the Pell Grant program, a necessary
procedure in order to certify a Stafford or SLS loan
application, by utilizing one of the following methods:

< Method 1--using the SAI on the SAR produced by
the ED central processor; or

Eleven-6

To be seligible for a Stafford/SLS/PLUS
loan for periods of enroliment beginning
on or after July 1, 1987, a student must
be enrolled or accepted for enroliment in
a program leading to a degree or certifi-
cate. There is one exception to this rule:
an otherwise eligible student is eligible
for loans for one 12-month period during
which the student is enrolled in a course
of study that the institution has deter-
mined is necessary in order for the
student to enroll in a program leading to
a degree or certificate.
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< Method 2—using the Pell Grant eligibility
determination made by a certified need analysis
system according to the Family Contribution
Schedule formula and shown on the need analysis
document.

A student's eligibility or ineligibility for a Pell Grant
may be determined by using Methods 1 or 2 above, or a

hand-calculated need analysis may be performed as in
Method 3 below:

< Method 3-performing a hand-calculation based on
the Pell Grant need analysis formula to determine
the student's Student Aid Index (SAI). However, if
the hand-calculation shows that the student's
index is less than 200 SAI points above the maxi-
mum for receiving a Pell Grant, then the student is
close to eligibility, and the hand-calculation must
be confirmed. Confirmation may be obtained by
either of the first two methods listed above.

11.2.3 Financial Need

The Stafford Loan Program

The Higher Education Amendments of 1986 required all
Stafford Loan applicants to show financial need,
regardless of income. The institution can determine the
student's eligibility for a federally subsidized Stafford
Loan with the following formula:

Cost of Education

minus Expected Family Contribution

minus Other Financial Aid

= Need (eligibilty for a federally subsidized Stafford Loan)

To determine the expected family contribution, institu-
tions must use an official Congressional Methodology-
based need analysis system certified by the Secreiary of
Education for use in the campus-based programs, even if
the institution does not participate in campus-based
programs. The Stafford Loan cannot be used to replace all

or part of the expected family contribution.

23

Federally subsidized Stafford Loans are
loans that are eligible for an interest
subsidy (interest benefits). With these
loans, interest is paid by the Department
of Education during specified periods.
Note: Although lenders are not
prohibited from making Stafford Loans
to students who do not qualify for the
federal interest subsidy, such loans are
rarely made.

PLUS and SLS loans may be used to
replace all or part of the expected family
contribution. Any PLUS/SLS amount in
excess of that used to replace the EFC
is included in Other Financial Aid.
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The SLS and PLUS Programs

Although the SLS and PLUS programs are not need-

The law requires that an institution

based, determinations of the expected family contribution determine Pell Grant and Stafford Loan
and Pell Grant eligibility are required in establishing eligibility before certifying an SLS loan
SLS eligibility. In addition, SLS and PLUS loans, in application.

combination with each other and with other aid, may not
exceed the cost of education. Assuming that a Stafford
Loan is taken before SLS or PLUS loans, the following
formulas will apply:

Cost of £ducation Cost cf Education

minus Stafford Loan for Period  minus Stafford Loan for Period

minus SLS for Period minus PLUS for Period

minus Other Financial Aid minus Other Financial Aid

= Need (PLUS Eligibility: = Need (SLS Eligibility:
maximum of $4,000) maximum of $4.000)

A financial aid administrator may not certify a loan
application in excess of the maximum loan amounts
allowed for an academic year.

11.3 THE LOAN PROCESS

11.3.1 Terms, Concepts, and Processes

The loan process involves many specialized terms and
concepts. The most important ones are defined and
discussed below.

Borrowers, Limits, and Interest Rates

Borrower: The person or persons responsible for repaying
the loan. For the Stafford Loan and SLS programs, the
borrower is the student. For the PLUS program, the
borrower is the parent or parents. Regulations (and this

module) will refer to "new borrowers.” A new borrower is New borrowers are those who have no
one who has no outstanding Stafford, SLS, PLUS, or outstanding Stafford, SLS, PLUS, or
Consolidation loan balance on the date the borrower signs Consolidation loan balances on the date
the promissory note for a loan. Interest rates may be they sign the promissory note.
different for new borrowers and borrowers with

outstanding loans.

Principal: Principal refers to the amount borrowed. For
the Stafford Loan program, a student who the school
determines has not successfully completed the first or
second year of an undergraduate program may borrow up
to $2,625 per academic year. A student who the school

29

Eleven-8 8/20/88




determines has successfully completed the first and
second year of an undergraduate program, but who has not
successfully completed the undergraduate program, may
borrow up to $4,000 per academic year. Graduate and
professional students may borrow up to $7,500 per
academic year.

Stafford Loan--academic year maximum:

$2,625 for undergraduates, 1st or 2nd year status
$4,000 for undergraduates, 3rd year to completion
$7,500 for graduate and professional students

Under the SLS and PLUS programs, the following
borrowing limits apply to all borrowers, regardless of the
student's year in school or undergraduate, graduate, or
professional status:

SLS--academic year maximum: $4,000
PLUS--academic year maximum: $4,000

Aggregate Borrowing Limits: Aggregate (cumulative)
borrowing limits represent the total amount a student may
borrow under one or more programs.

Stafford Loan--An undergraduate may borrow up to
$17,250 under the Stafford Loan program. The unpaid
balance of Stafford Loans taken out for a combination of
undergraduate and graduate or professional study may not
exceed $54,75C. This aggregate limit also includes any
portion of a borrower's Consolidation loan that was used
to repay a Stafford Loan.

SLS~The cumulative amount a student may borrow under
the SLS program is $20,000, regardless of amounts
borrowed under any other program.

PLUS~The cumulative amount a parent may borrow under
the PLUS program is $20,000 per dependent student.

Interest: A fee charged for the use of money overa period
of time. Interest on a loan accrues (accumulates) every
day during the life of the loan.

Stafford Loan Interest Rates: Interest rates have changed
over the years, resulting in outstanding loans at 7%, 8%,
and 9%. Students who already have an outstanding
Stafford Loan at 7% or 9% must continue to borrow any
further Stafford Loans at the rate established for their
first loan. The interest rate for new borrowers (those with
no outstanding Stafford, SLS, or PLUS loans at the time
they sign their notes) will be 8% for the first four years of
repayment and 10% thereafter.

25

In determining whether a student has
compieted the second year in an under-
graduate program, the aid administrator
will examine the program in which the
student is currently enrolled. For
example, suppose Maria Valdez alread)
has an undergraduate degree in English,
and is now enrolled in a different under-
graduate program, a B.A. program in
enginesring. To uetermine the maxirum
Stafford Loan for which Maria is eligible
in her engineering studies, the FAA will
determine:

+ whether Maria has completed her
second year in the engineering
program; and

+ the amount outstanding, if any, of
the Stafford Loan and other loans
borrowed for her previous studies in
English and Engineering.

A student who is enrolled in a program
which is normally completed in 2 years
may not borrow more than $2,625 per
academic year whi'e earning that 2-year
degree or ceriificate. This is true even if
the student takes longer than 2 years to
complete the program. For example,
suppose John Walker is enrolled in an
A.A. degree (2-year) program. He
attends school for 2 years and receives
a Stafford Loan of $2,625 each year. At
the end of 2 years, while still maintaining
satisfactory academic progress, he has
not completed the degree requirements
and will attend for another year. John
may be eligible for another Stafford Loan
of $2,625, but cannot borrow a greater
amount for the next academic year.
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Stafford Loan Interest Subsidy: The Department of
Education pays the interest on a Stafforc! Loan when the
borrower is eligible and enrolled in school at least half-
time. during the grace period, and during authorized
periods of deferment. During these periods, ED pays
interest to the lender on behalf of the borrower. These
payments are known as an interest subsidy. Stafford Loan
borrowers pay interest during the repayment period,
while they are also repaying the principal.

Note that ED does not pay interest on behalf of the
borrower (an interest subsidy) for SLS, PLUS, or
Consolidation loans.

SLS/PLUS Interest Rates: For SLS and PLUS loans made
for periods of enroliment beginning on or after July 1, 1987,
the interest rate will vary. This rate changes annually as
of each July 1, but will not exceed 12%.

Consolidation Loan Interest Rates: The interest rate on a
Consolidation loan is either 9% or a specially calculated
weighted average of the interest rates on the loans that
will be discharged by the Consolidation loan, whichever
is the greater. For an example of the special method of
average calculation, see the "Dear Colleague” letter of
December 1986 (G-86-97/L-86-96).

Guarantee Fee: An insurance fee (calculated as a
percentage of the Joan amount} charged the lender by the
guarantee agency. The fee is usually passed on to the
Stafford Loan, SLS, or PLUS borrower. In most cases, the
lender reduces the loan check by this amount. Guarantee
fees are not charged on Consolidation loans.

Stafford Loan Origination Fee: A fee calculated on the

amount borrowed under the Stafford Loan program and

charged to the borrower by the lender. The purpose of the

fee is to reduce the cost to the federal government of

administering the loan program. Lenders must remit

these fees to ED or retain them as an advance of the

federal payment of the special allowance. As with the

guarantee fee, this fee is subtracted from the loan check.

If a student borrows $2,500, the first disbursement check In counseling students regarding
might be in the amount of $1,125, reflecting deductions for Stafford Loan, SLS, or PLUS loans, it is

e rantee and origination fees. helpful to remind them that their loan
the gua and orig f check will be less than the amount

borrowed. The lender will subtract fees
before making out the check.

260
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Loan Documentation

Promissory Note: A legal document (contract) which
binds a borrower to repay the loan. It describes the terms
and conditions of a loan, including the amount borrowed,
the interest rate on the loan, and the circumstances which
will determine when the student must begin repaying the
loan. The student must sign and return the promissory note
to the lender before the lender can disburse a check.

Disclosure Statement: A statement provided to the
student by the lender giving the following information:

<

<

the name of the lender and the address to which
communications and payments must be sent;

the principal amount of the loan;

the maximum yearly and cumulative amounts that
may be borrowed under the loan program;

a statement of the total cumulative balance of all
loans owed by the student to that lender and an
estimated monthly payment amount based on that
cumulative balance;

the interest rate;

the fees charged in making cr collecting the loan;
an explanation of when repayment will be required
and when the borrower will be obligated to pay

interest that accrues on the loan;

the maximum length of the repayment period and
the minimum annual repayment;

deferment conditions;

an explanation of refinancing and loan consolidation
options; and

the definition of default, including a statement that
default will be reported to a credit bureau or credit
reporting agency.

The disclosure statement must also explain, to whatever
extent is practicable, the effect of accepting the loan on
eligibility for other financial aid.

b

X
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The law requires two disclosure statements. The first can
be provided as a separate form, or included in the loan
application or promissory note. The statement itself is
not a binding document, but is meant to be informative. A
~ py of the disclosure statement is given to the borrower
before or at the time the loan check is disbursed.

The second disclosure statement includes specific
repayment provisions. It must be provided before the
borrower begins repayment.

Loan Repayment

Grace Period: This term applies to the Stafford Loan
program only—there is no grace period for SLS, PLUS, or
Consolidation Loan borrowers. It is the period of time
beginning on the date a Stafford Loan borrower ceases to
be enrolled at least half-time at a participating school
and ending when the repayment period begins. On 8% and
9% Stafford Loans, the grace period is 6 months. On 7%
Stafford Loans, the grace period is 9-12 months, with the
specific time determined by the guarantee agency and the
lender. If a borrower returns to school on at least a half-
time basis prior to the expiration of the grace period, the
full grace period begins again when the student again
ceases to be enrolled at least half-time at a participating
school. Please note that separate rules apply to Stafford
Loan borrowers enrolled in correspondence study-—see

34 CFR 682.209.

Repayment Period: The period during which the
borrower repays the loan.

Stafford Loan/SLS/PLUS Repayment Periods: The basic
repayment period for a Stafford, SLS, or PLUS loan must
be no longer than 10 years. In practice, most repayment
periods range from 5 to 10 years. Authorized deferments
and forbearance periods do not count in the 10-year
requirement. The borrower may arrange to repay a loan in
less than 5 years; however, if the borrower later requests
it, the repayment period can be extended to 5 years or
more. Repayments of Stafford, SLS, and PLUS loans on
vehalf of student borrowers can be made in certain
circumstances by the Department of Defense for active
duty in the Armed Services.

Consolidation Loan Repayment Periods: Consolidation
loans may be arranged to combine loans made to students
under Title IV programs and the Health Professions
Student Loan (HPSL) program. These loans provide

Eleven-12
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repayment periods appropriate for the total amount
outstanding. For example, a student whose total loan debt
exceeds $7,500 may be given a repayment period longer
than 10 years. In calculating the student's total loan debt
to arrange a repayment schedule, the lender will consider
loan debts that are not included in the Consolidation loan
itself. For instance, if the student has a loan from another
public or private loan program that was made exclusively
to help finance the student's postsecondary education,
that loan will be considered in determining the period
over which the Consolidation loan must be repaid. In

this way, the lender helps to ensure that the borrower
will be able to make payments on the Consolidation loan
while making payments to the other loan source as well.

Repayment Schedule: A schedule of payments to be made
“during a repayment period. Repayment schedules are
arranged by the lender and borrower according o certain
requirements. Generully, the minimum monthly payment
on Stafford, SLS, PLUS, and Consolidation loans is $50,
with annual minimum payments set at $600. The actual
minimum payment depends on the total debt. For exam-
ple, with total loans of $10,000, the minimum monthly
payment is $121.33. The lender and borrower may agree
on lesser amounts if the lender grants forbearance. Lesser
amounts also may be zgreed upon in other situations,
provided that the 1C-year maximum repayment period
for Stafford, SLS, and PLUS loans is not exceeded.

Stafford Loan Repayment Schedule: Monthly repayments
of principal and interest depend on the interest rate of the
loan, the amount outstanding, and the length or time the
loan is in repayment. Look at the chart and note the
differences in the amounts of monthly payments and total
interest charges for 5- and 10-year loans at 8% interest.

Loan Number of Monthly Interest
Amount Fayments Payment Charges
$2,500 6C (5 yrs.) $50.70 $ 541.46

5000 60 (5 yrs.) 101.39
10,000 120 (10 yrs.) 121.33
12,500 120 (10 yrs.) 151.67
20,000 120 (10 yrs.) 242,56

Payment Plans for Repaying a Loan at 8%. (Figures may vary
slightly depending on the computation method used by the lender.)

Total
Repaid

$3,041.45

6,082.92
14,559.31
18,199.14
29,118.62




Consolidation Loan Repayment Schedule: Repayment of
a Consolidation loan must begin within 60 days after the
selected loans have been consolidated. The maximum re-

payment period depends on the sum of the Consolidation
loan and any other student loans owed by the borrower.
The actual period may be less, depending on the wishes of
the lender and borrower.
Sum of Consolidation Loan Madmum Repayment
and Any Other Student Loans Perlod
$5,000 - §7,499 10 years
$7,500 - $9,999 12 years
$10,000 - $19,999 15years
$20,000 - $44,999 20 years
$45,000 or more 25 years

Authorized Deferment: A period (after the repayment
period has begun) during which the borrower is allowed
to temporarily discontinue payments. If the borrower

Staftord Loans: ED will pay the lender
interest benefits during authorized

provides the required decumentation, lenders must deferments.

approve a deferment under specific circumstances which SLS, PLUS, and Consolidation Loans:
are usually outlined on the promissory note. Students who ED does not pay interest benefits during
borrow under the Stafford Loan and SLS programs are authorized deferments.

entitled to the same authorized deferments; parent PLUS
borrowers are entitled to a more limited set of deferments.
(Prior to passage of the Higher Education Amendments of
1986, independent undergraduate students were allowed
to borrow under the PLUS program. These student
borrowers are allowed the same deferments as those
offered under the Stafford Loan and SLS programs.)

Appendix C gives examples of circumstances under which
deferments are granted. A complete list of authorized
deferments may be found in the "Dear Colleague" letter of
December 1986, G-86-97/L-86-96. Additional deferment
provisions are included in the "Dear Colleague" Letter of
July 1987, GEN 87-29/ 87-1-108/87-G-109.

Forbearance: Permission given to the borrower by the

lender to suspend payments temporarily, extend payment
daics, or make smaller payments. Interest accrues to the
borrower during periods of forbearance. Forbearance may

be given for circumstances which are not covered by
deferment, and is usually given in situations where

personal problems affect the student’s ability to meet

loan payment obligations. Included are such temy». rary 3u
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hardships as hospitalization or short-term unemploy-
ment. Forbearance may also be given to a borrower in
repayment who returns to a school which has not signed a
Program Participation Agreement with ED to participate
in the Stafford Loan, SLS, and PLUS programs, thereby
disqualifying the student from a reguiar deferment. Lend-
ers are encouraged, but not required, to give forbearance in
situations such as these.

Cancellation: Release from a Stafford, SLS, or PLUS loan
obligation due to the death or total and permanent disa-
bility of the borrower. If one of these conditions can be
documented, the Department of Education will cancel the
loan obligation by repaying the lender the amount owed.

Default: A status which is defined by regulation and
which is first determined by the iender, which then files
a claim with the guarantee agency or ED. Default is
based on the borrower’s failure to make a payment when
it is due, or oth-  violations of the terms of the promis-
sory note—see the citation in the margin for details.

11.3.2 Flow Charts of the Loan Process

The Stafford Loan process can be divided into two basic
stages:

< Application and In-School Period--the application
completion and processing steps leading to the dis-
bursement of Stafford Loan funds. While remaining
enrolled at least half-tirne and otherwise eligible,
the student makes no payments on the Stafford
Loan.

< Out-of-School Period-grace, repayment, forbear-
ance, and deferment periods that follow the point
at which the student stops attending school at least
half-time.

The SLS/PLUS loan process is slightly different. There is
no grace period—the repayment period begins upon
disbursement of the check, and the first repayment is due
within 60 days. However, the borrower may qualify for
one of several enrollment-based deferments. When
granting a deferment, the lender may require the borrower
to make interest payments during the deferment period
(usually paid quarterly) or may capitalize the interest
for payment along with payment of principal.

Default: The failure of a borrower to
make an installment payment when due,
or to meet other terms of the promissory
note under circumstances where the
Secretary or guarantee agency finds it
reasonable to conclude that the
borrower no longer intends to honor the
obligation to repay, provided that this
failure persists for 180 days for a loan
repayable in monthly instaliments or 240
days for a loan repayable in less
frequent installments. 34 CFR 682.200
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The flow charts on the following pages show basic steps " AODENROA0
i icati i T WAl 680 688 6,600,688 068
in application and check processing and loan repayment. e R0

The charts provide an overall picture of these processes. R OO

- SASE0N0

This module emphasizes the school's application, check 3 %AAAAAAAAAAAA A

AA AA AAAA AA AA 3

processing, and counseling responsibilities. Although
grace periods (Stafford Loan), periods of deferment and
forbearance, and the repayment period are the
responsibility of the lender, scheols must be familiar
with them in order to provide effective counseling for
borrowers.
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11.3.3 How Borrowers Begin the Application Process

The student or parent borrower begins the loan process
with a review of consumer information. Information on
loan programs and the application process is available
from schools, lenders, guarantee agencies, and ED.

Regulations specify the forms of consumer information
that schools and lenders must make available to current
and prospective students. This consumer information:

< helps the student make informed decisions on
whether to enroll in a given educational program,
whether to borrow, and how much to borrow; and

< informs borrowers of their rights and
responsibilities.

There is a more detailed list of rights and responsibilities
in the Federal Student Financial Aid Handbook. Please
refer to this source. Module 15 also discusses consumer
publication regulations.

After deciding to borrow under a guaranteed loan
program, the borrower obtains an application form from
the educational institution, the guarantee agency, or the
lender. Applications vary slightly in format, depending
upon the state and guarantee agency that will process the
loan. However, the same basic information will be
collected on any Stafford or SLS/PLUS loan application
form,

The student's section of a typical Stafford Loan
application form is reproduced on the next page. Note the
sections dealing with personal information, loan history,
and references. The reference section serves a very
important purpose. II the lender and the institution lose
contact with a student, the relatives and friends listed in
the reference section should be able to provide the
student’s current address.

For more information, see Chapter 9 of
the Federal Student Financial Aid
Handbook and The Student Guids.

Guarantee agencies must include a
Statement of Educational Purpose in the
borrower's certification section of
Stafford Loan and SLS/PLUS
applications.

Eleven-19




STUDENT'S SECTION OF A SAMPLE STAFFORD LOAN APPLICATION

SECTION A--TO BE COMPLETED BY THE STUDENT--READ THE INSTRUCTIONS--TYPE OR PRINT IN INK
1. Social Security Number 2. LastName First Name Middie Name

3. Citizenship Status 4. Permanent Home Address
aus.  QEligible Noncitizen
Gitizen  Alien ID Number

5. Date of Birth City State Zip
6. Phone Number 7. Driver’s License 8. Major Course of Study
| G SR S State Number
9. Intended Enrollment Status 10. Requested Loan Amount 11. Loan Period
Q Full-time O At least half-time $ From To

12. Have you ever defaulted on an If yes, carefully read the instructions on the back of this form, and give
educationloan? O Yes QO No details on a separate sheet, including arrangements made to pay the debt.

13. Do you have any unpaid If yes, carefully read the instructions on the back of this form.
studentloans? Q Yes Q No

13a. Total unpaid balance of your most  13b. Interest rate on your most 13c. Grade level of your most recent

recent Stafford /GSL $§ recent Stafford /GSL % Stafford /GSL (see instructions)
13d. Beginning and ending dates of your most 13e. Total unpaid balance of all your Stafford /GSL loans, including
recent Stafford/GSL From  To any portion included in a Consolidation loan $

14. Name and address of previous lender, if any

15. References—You must give three different adult references with differes.t addresses (carefully read instructions)

15a. Name 15b.Name 15¢.Name
Address Address Address
Phone Number ( _ ) __ - ___ Phone Number (__ ) __ - __ _ Phone Number (_ _)__ - ___

16. I have read, understand, and agree to the terms of the Borrower's Certification on the back of this form.
(WARNING: Any person who knowingly makes a false statement or misrepresentation on this form is subject to
penalties which may include fines or imprisonment under the United States Criminal Code and 20 USC 1097.)

Signature of Student Borrower Date

On the next page, we have reproduced Sections A and B of
a sample SLS/PLUS application. Section A must be
completed by the borrower--the parent (PLUS) or the
student (SLS). Section B must be completed by the
student, even if the student is the borrower and duplicate
information is entered in Section A. Both these sections
must be completed before the school can complete its
section.

36
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BORROWER'S AND STUDENT'S SECTIONS OF
A SAMPLE SLS/PLUS LOAN APPLICATION

SECTION A--TO BE COMPLETED BY BORROWER (PARENT OR STUDENT)--READ THE INSTRUCTIONS

1. Social Security Number 2. Last Name First Name Middle Name

3. Citizenship Status 4. Permanert Home Address
QUS. OQElgible Noncitizen
Citizen  Alien ID Number

5. Date of Birth City State Zip
6. Phone Number 7. Driver's License 8. Requested Loan Amount
C o~ - State Number $
9. Have you ever defaulved on an If yes, carefully read the instructions on the back of this form, and give
educationloan? O Yes QO No details on a separate sheet, including arrangements made to pay the debt.
10. Do you have any unpaii SLS/PLUS loans for the student If yes, enter the information only for the
identifiedin SectionB? Q Yes QO No student identified in Section B.
10a. Total unpaid balance of your most 10b. Grade level of your most
recent SLS/PLUS loan $ recent SLS/PLUS loan
10c. Beginning and ending dates of your most 10d. Votal unpaid balance of all your SLS/PLUS loan loans,
recent SLS/PLUSloan From To including any portion included in a Consolidation loan $
11. References—You mus give three different adult references with different addresses (carefully read instructions)
11a.Name 11b.Name 11c Name
Adress Address Address
PhoneNumber (__ ) ___-____  PhoneNumber (__)__ _- ___ Phone Number (_ _ ) __ - ___

12.1 have read, understand, and agree to the terms of the Borrower's Certification on the back of this form.
(WARNING: Any person who knowingly makes a false statement or misrepresentation on this form is subject to
penalties which may include fines or imprisonment under the United States Criminal Code and 20 USC 1097.)

Signature of Borrower Date
SECTION B--TO BE COMPLETED BY THE STUDENT--READ THE INSTRUCTIONS
13. Social Security Number ~ 14. LastName ~ First Name Middle Name
15. Citizenship Status 16. Date of Birth 17. Major Course of Study
QUS. DOEligible Noncitizen 18. Intended Enrollment Status 19. Loan Period
Gtizen  Alien ID Number Q Fulltime Q At least half-time From To

20. Have you ever defaulted on an If yes, carefully read the instructions on the back of this form, and give
educationloan? O Yes O No details on a separate sheet, including arrangements made to pay the debt.

21. Name and address of previous lender, if any

22. 1 have read, understand, and agree to the terms of the Student's Certification on the back of J\is form.
(WARNING: Any person who knowingly makes - false statement or misrepresentation on this form is subject to
penaities which may include fines or imprisonment under the United States Criminal Code and 20 USC 1097.)

Signature of Student Date
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11.4 LOAN APPLICATION
PRCCESSING AT THE INSTITUTION

11.4.1 Determining the Student's Eligibility
for a Stafford Loan, SLS, or Parent's PLUS Loan

As described in Section 11.3.3, students may begin the
application process by obtaining an application form from
your institution or from an approved lender. Once the
student's section of the application is completed, the
student typically delivers it to the school for processing.
(However, electronic processing of loan applications may
change the steps in loan processing.)

In the first stage of its involvement, the financial aid
office must:

¢ determine whether the Stafford Loan applicant:
* has financial need; and
* if an undergraduate, whether the applicant is
eligible for the Pell Grant program;

<4 determine whether the student is enrolled or
intends to enroll at least half-time;

¢ determine whether all other eligibility criteria
have been met, including verification, if required, of
a Stafford Loan applicant;

< check for conflicting information in other institu-
tional records; and

< if applicable, obtain a Statement of Selective
Service Registration Status.

After these basic processing steps are taken, the financial
aid administrator carefully reviews the application.
Remember, although a parent is the borrower of a PLUS
loan, both the parent and the student for whom the
parent is borrowing must be eligible for the loan under
Title IV regulations. The sample Stafford Loan and
SLS/PLUS applications in this module would be
reviewed with attention to the following:

< Is the application complete? Return it to the
borrower if incomplete.

< Are you still awaiting financial aid transcripts
(FATs) from other postsecondary institutions the

Eleven-22

The institution must determine a
student's Pell Grant and Slafford Loan
eligibility before certifying an SLS
application. See Modules 8 and 10 for
additional information regarding need
analysis and Pell Grant eligibility.

Confiicting information is inconsistent or
contradictoty information in the institu-
tion's records. This includes, but is not
limited to, records in the financial aid,
admissions, registrar's, or veterans
offices.
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student has attended? If so, you may s¢ 1d the loan
application to the lender (except for the PLUS
program) but may not deliver a loan check until all
requested FATs have been received.

< Does the student or parent need to v.rify citizen-
ship status? If so, you must request supporting
documentation before continuing to process the

application.

< Is the student or parent in default or a Title IV Parents may not borrow for a student
loan? Does the student or parent owe a repayment who is in default or who owes a
on a Title IV grant? Regulations allow you to rely repayment. Aiso, the parent borrower

may not be in default on any Title IV loan

on a written statement that the borrower is not in or owe repayment of Title IV funds.

default on a Title IV loan and does not owe
repayment on a Title IV grant received for study at
any institution unless you have information to the
contrary. You must check your institution's records
to determine whether the student or parent is in
default on a loan or owes a repayment cn a grant
received for attendance at your school. You must
also review any financial aid transcripts which are
in the student's file for indications of default ona
loan or repayment due on a grant received for
attendance at another school. You must not certify a
loan application for a student or parent who is in
default or who owes a repayment.

< If you have information showing that the student or
parent has borrowed before, does the borrower have
remaining eligibility with regard to the aggregate
limits set for the programs?

11.4.2 Completion of the School's Section
of the Stafford Loan Application

If the student is found to be eligible for a Stafford Loan,
the school will proceed to fill out its section of the loan
application. Completing the school's section requires
further review of the student's application data followed
by a series of processing steps. Let's examine some major
elements of the school's section of the sample Stafford
Loan application. (Application forms at different schools
will be quite similar.)

Look at the school's section of the sample Stafford Loan
application on the next page, and note the following
items:

Y
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SCHOOL'S SECTION OF A SAMPLE STAFFORD LOAN APPLICATIOMN

SECTION B--TO BE COMPLETED BY THE SCHOOL

17. Name and address of school 18.Phone Number (__ ) ___- ___ 19.SchoolCode____
2.GradeLevelCode___  21. Expected Gracuation Date
22 Enmilment period covered 23, Dependency Status
by loan ODependent  Qlndependent
24. Family adjusted 25. Estimated cost of attendance 26. Estimated financialaid  27. Expected famiiy
gross income $ for loan period $ for loan period $ contribution $
28. Difference (25 minus the sum 29. Recommended Disbursement Dates
of26and 27) § Month Day Year Month Day Year Month Day Year
30. I have read and understand the terms of the School's Certification on the back of this form.
Signature of School Offidal Date
Print Nameand Title

< Item 1, Social Security Number--The school should
confirm the student's Social Security number in the
student’s portion (see page 20) of the application.
This will help to orevent errors and misrepresenta-
tion.

< Item 19, School Code—This is a code number given to
the school by ED at the time the school is approved
to participate in the Stafford Loan program.

< Item 20, Grade Level Code--This information will
always be required. Amounts students are eligible
t Sorrow will depend on gradelevel. Sometimes
the guarantee agency requires a student to progress
to the next grade level before approval of a second
application. Guarantee agencies differ in their
requirements with regard to subsequent loan
approval.

< Item 21, Expected Graduation Date--The student's
date of graduation is projected for the program in
which the student is currently enrolled, using
institutional records or a statement from the 2 AT
student. This date aliows guarantee agencies to S N LT
calculate insurance premiums and determine when
repayment may be expected to begin. The school
will be “.sked to confirm the student's enrollment
and address in periodic reports to the guarantee
agency throughout the student's period of
attendance. The school may also be asked to update
the expected graduation date on these reports.
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<& Item 22, Enrollment Period Covered by Loan--You
will probably use the information suppliéd by the
student in the Student's Section. It may cover the
entire period the student expects to attend during
the academic year and cannot exceed 12 months. it
generally starts with the first day of classes and
ends with the last day of classes. However, the
loan period may be less than an academic year.

< Item 23, Dependency Status--This will be used for
statistical purposes by the guarantee agency and
the federal government. In the financial aid office,
dependency status is used to determirie whether an
expected family contributicn should bz based upon
parental information. This item is iraportant
documentation which is examined by auditors and
program reviewers.

Be sure you do not have conflicting information on
file regarding the studert's dependency status.
Resolve all conflicts on dependency status before
precessing the application.

The additional items that follow require institutions to
report financial information which supports the student's
eligibility for the loan. These items are important
documentation which will be reviewed by auditors and
program reviewers, and which must be consistent with
other information in the student’s financial aid file.

Cost of Attenda.ice or "Student Budget” (Item 25)

The loar application requires a figure for the cost of
attendance for the loan period. If cost of attendance
figures have been developed for a full academic year and
if the student's expected enrollment or loan period is less
than one academic year, the cost of attendance for the
student must be prorated for the period of attendance.

Cost of attendance (or student budget) figures used for the
Stafford Loan, SLS, and PLUS programs are generally the
same as those used for awarding campus-based funds. The
cost of attendance defined in the Higher Education
Amendments of 1986, as amended, includes the cost of
tuition and fees, room and board, books and supplies,
transportation and commuting costs, and miscellaneous
personal expenses. However, special restrictions apply to
the cost of attendance for correspondence study (see 34
CFR 682.200). Review Module 7 if you have questions
about calculating the cost of attendance.

Refer to Moduie 13 for verification
requirements for Stafford Loan
applicants.

A student expense budget (cost of
attendance) may include only the direct
educational costs of the studant.
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Estimated Financial Aid (Item 26)

The estimated financial aid for the loan period projects
all anticipated federal and nonfederal financial aid for
the loan period. This figure will include financial aid
which the student has already received, has been
awarded and will receive, or can be expected to qualify
for.

< A determination must be made of an undergraduate
Stafford/SLS loan applicant's Pell Grant
eligibility or ineligibility. If the student is eligible
for a Pell Grant, the school must include the
estimated grant in estimated financial aid.

A determination must be made of anSLS loan
applicant's Stafford Loan eligibility. If the student
is eligible for a Stafford Loan, the school must
include the amount of this loan in estimated
financial aid.

Veterans educational and Social Security
educational benefits must also be included in
estimated financial aid.

Stafford Loan Program:
Expected Family Contribution (Item 27)

An expected family contribution (EFC) must be deter-
mined and entered on the student's Stafford Loan applica-
tion. Any certified Congressional Methodology-based
need analysis system may be used to determine the
expected family contribution. An EFC for an award year
is provided on the student's need analysis report from a
service agency or on the Pell Grant Student Aid Report
from the central processor. Financial aid administrators
may also perform hand calculations using the CM need
analysis formula to determine an EFC.

An expected family contribution must be prorated to
match the length of the loan period. For periods of
enrollment other than 9 months, the EFC is determined as
explained in Module 8.

Any adjustments to the EFC based on the professional
judgement of the financial aid administrator because of
special family circumstances must be documented in the
student's file.

40
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Stafford Loan Eligibility--
Need for the Stafford Loan (Item 28)

After the estimated financial aid and expected family
contribution have been subtracted from the cost of
attendance, the difference is entered on the form. This
difference represents need for a Stafford Loan. The loan
requested by the student may not exceed this need or the
academic year maximum. The aid administrator may not
certify any loan application for an amount that exceeds
need or academic year and aggregate limits.

You may want to notify the student when the amount
applied for exceeds eligibility. A student's request to
borrow more than the amount for which he or she is
eligible generally results from a misunderstanding of a
program’s eligibility requirements. However, it may also
stem from the student'’s special circumstances and indicate
a need 1o revise the financial aid package. For instance,
the student may be eligible to borrow the amount
originally requested if the College Work-Study award is
reduced. Counseling at this point may be advisable.

When all questions in the school's section have been
completed, the aid administrator signs the school's
certification.

This sample loan application also asks the aid adminis-
trator to give suggested disbursement dates (Item 29).
This allows the lender to coordinate the disbursement of
the checks with the dates the institution would like
payment to be available.

After completing the institution's section of the loan
application, the aid administrator retains the school's
copy and either returns the application to the student for
delivery to a lender or mails the application directly to a
lender <esignated by the student. (Application data are
sometimes transmitted directly to a guarantee agency,
and in some ~ases this is done electronically.)

11.4.3 Completion of the School's Section
of the SLS/PLUS Application

Now let's look at the school’s section of the SLS/PLUS
application. In the sample shown on the next page, note
the similarities to the Stafford Loan application. Loan
period, expected graduation date, cost of attendance, and
estimated amount of other financial aid are critical items

8/20/88

Incorrect certification of a Stafford
Loan application bears serious conse-
quences. Hif a school incorrectly
certifies that an ineligible student is
eligible, the schocl will be responsible
for purchasing the loan which is incor-
rectly made. In addition, the school is
respciisible for reimbursing ED for all
interest and special allowances paid on
behalf of that borrower. ¥ the school
certifies an amount which exceeds the
student's eligibility, the school will be
rasponsible for reimbursing the lender
for the difference between the incorrect
loan amount and the amot.nt for which
the student was actually eligible. The
school must also reimburse ED for the
excass interest and spacial allowance
payments made on the incorrect loan
amount.

For examples of Stafford Loan and
SLS/PLUS school cettifications, see
Appendices A and B.
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SCHOOL'S SECTION OFA SAMPLE SLS/PLUS LOAN APPLICATION

SECTION C--TO BE COMPLETED BY THE SCHOOL
23. Name and address of school 24.PhoneNumber (__ )__ - ___ 25 School Code
26.GradeLevel Code Z. Expected Graduation Date
28. Recormmended Disbursement Date
29. Cost of attendance 30. Financial aid for 31. Cost minus Aid 32 Loan period
for loan period $§ loan period $ S From To
33. I have read and understand the terms of the School's Certification on the back of this form.
Signature of School Offidial Date
Print Nameand Title

in the SLS and PLUS programs, just as they were in the
Stafford Loan program.

The school must enter the same educational cost
information required on the Stafford Loan application.
To establish the maximum alowable SLS or PLUS loan,
the aid administrator will enter the cost of attendance
(Item 29) and other financia: aid received o~ expected
(Item 30). Other financial aid must include any Pell
Grant and Stafford Loan for which the student is eligible.
If the student is eligible for a Stafford Loan, the amount
must be included in other financial aid even if, for some
reason, the student does not apply zor or receive the loan.

Other financial aid must include:

COA minus Qther Financial Aid = Maximum SLS or PLUS Amount + the amount of any Pell Grant for which
the student is cligible; and
The SLS or PLUS loan amecunt may not exceed this * the amount of any Stafford Loan for
difference (Item 31) or the annual ceiling in the which the student is eligible, even if

the student does not apply for or

regulations. Also, the limits on cumulative totals for receive the Stafford Loan,

loans must not be exceeded as a resuit of the SL.S or PLUS
loan requested.

The School Certification attests to the student's
eligibility and to the accuracy of the information
included on the application.

11.5 APPLICATION PROCESSING BY THE LENDER

After the lending organization receives a completed loan
application, it reviews the application to be sure it is
completed fully and accurately. The lender looks for 4
14
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errors such as a conflict in the loan period dates (for
example, 9/9/87 to 2/16/87) or a mistake in subtracting
the estimated financial aid (and the EFC on a Stafford
Loan application) from the cost of attendance. Tt lender
also looks for an incomplete listing of references or missing
signatures. If problems are discovered at this point, the
lender may return the application to the institutional aid
office or the borrower, requiring corrections before further

processing.

If the lending organization approves the loan, it com-
pletes its section of the application form and sends it to
the guarantee agency for guarantee approval. If the
guarantee agency issues a guarantee on the loan, the
lender now obtains a signed promissory note from the
borrower (unless it obtained one earlier with the
application itself).

When the borrower signs a promissory note, the lender
expects the borrower to understand the conditions of the
loan and the repayment requirements. Many agencies now
include consumer information and the promissory note as
part of the loan application.

After the student's application has been fully processed
by the lender and the guarantee agency, the lender
disburses a check or transfers funds to the school
electronically. Stafford Loan and SLS disbursements to
student borrowers are sent directly to the institution
except when the institution is located outside the United
States. Loan checks for students attending foreign schools
may be sent directly to the student. Stafford Loan checks
may be made payable to the student only, requiring the
signature (endorsement) of the student. However,
guarantee agencies may require checks to be co-payable to
both the student and the school, requiring an endorsement
by each party. PLUS checks are made payable to the
parent and are sent to the parent borrower.

Most Stafford Loans, and SLS loans made after October 1,
1988, must be disbursed in multiple payments. Disburse-
ment in two or three installments is required for all
Stafford and SLS loans over $1,000 for any period of
enrollment that ends more than 180 days (or 6 months)
after the date the initial disbursement is scheduled to be
made. Inmultiple disbursements, no payment may exceed
one-half of the loan, and at least one-third of the total
enrollment period for which the loan is intended must
have passed before a second disbursement is made.*

H
(SR

Guarantee agencies may require
checks to be co-payable to both the
student and the school.

*Exception: The second disbursement
may be made earlier than this in order for
payment to coincide with the beginning
of the second semester, quarter, or
similar division of a school’s academic
year.
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PLUS and Consolidation loans need not be disbursed in
multiple payments. Also, multiple disbursement js not
required for Stafford Loans made to students attending
foreign schools.

11.6 INSTITUTIONAL PROCESSING
OF A STAFFORD LOAN OR SLS CHECK

Federal regulations (34 CFR 682.604) specify requirements
for the institutional processing of a borrower's loan check.
The requirements apply to checks made out to a student or
to the student and the school.

These regulations are not applicable to PLUS loan checks
because they are not processed by the institution. PLUS
checks a:e made out to the parent borrower and sent to the
borrower directly. These regulations also do not apply to
institutions which also act as lenders.

Although the following sections of this module will
outline procedures for institutional check processing, we
also advise you to study the federal regulations carefully.

11.6.1 General Procedures

As the first steps in check processing, the institution
verifies that the student has registered for at least
half-time attendance and confirms that the student still
meets other eligibility requirements. If the institution
cannot verify the appropriate conditions, it must return
the check to the lender within 30 days. Additionally,
the school has 45 days after receipt of Stafford Loan
proceeds to complete the verification process for any
selected applicant. If verification is not completed in
that time, the school must return the check to the lender.

After eligibility is established, the school obtains the
student's endorsement on the check. Where loan proceeds
are received by the school through electronic fund
transfer rather than a check, the institution must obtain a
written authorization from the student to release funds.
This authorization may be given to the school not more
than 30 days before the first day of classes in the
enrollment period.

Loan proceeds for registered students may be delivered
before the first day of classes. The school may credit the

4y
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student's account as payment of the student's current bill
for outstanding institutional costs, and may pay any
remaining funds to the student.

The student may request in writing that the school hold
the remaining proceeds. In this case, remaining proceeds
may be held on the student's account as a credit toward
costs that will be incurred during the rest of the academic
year.

Credit may be made to a registered student's account up to
21 days (3 weeks) prior te the first day of classes. Funds
may be released to the student up to 10 days before the
first day of classes.

The institution must inform the Stafford Loan and SLS
borrower of its policy concerning refunds if the student
withdraws or drops out of school before the end of the
payment period.

11.6.2 Processing a Late Disbursement Check
Late disbursement checks are:

¢ checks that arrive at the institution after the end of
the loan period for which the loan was made; or

< checks that arrive during the loan period, but after
the student has stopped attending at least half-
time.

Late disbursement checks must be returned to the lender
within 30 days, unl=ss the student has made arrangements
with the lender to allow processing by the institution. If
the student's request has been approved, the late dis-
bursement check will be sent with a notice allowing the
institution to process the check in the normal way. A
school may not use a late disbursement check to pay a
student's outstanding account unless this notice
accompanies the check.

If the check cannot be processed, the institution must
return it to the lender with a notice explaining the condi-
tions under which it is determined to be late (for example,
because it arrived after the end of the loan period, or
because the student is no longer enrolled on at least a
half-time basis). The institution must also include:

< the student's date of withdrawal (if applicable);

The institution may credit the student's
account for current institutional charges
only. Current charges are those for
which substantially all other students
have been charged. For example, if all
students have been billed for the first
half of a program, the student's Stafford
L.oan or SLS check may be creqited to
the institution's account in payment for
the first half of the program. Any
remaining proceeds must be returned to
the student as soon as administratively
possible, unless the student makes a
written request that the institution hoid
an additional amount to cover payment
for the second half of the program.

Eleven-31



< alist of charges still due the institution (charges
must be limited to the cost of attendance for the
period in which the student was attending at least
half-time).

If the check is returned to the lender, the institution must
notify the student that arrangements can be made for the
lending organization to disburse the funds again for
payment of the outstanding bill.

11.7 REPORTING WITHDRAWALS
AND LESS-THAN-HALF-TIME-ATTENDANCE

Institutions have the responsibility for notifying lenders
and guarantee agencies of a student's withdrawal during
the loan period. Institutions must also develop and apply
arefund policy in cases where the student withdraws.

For refund purposes, the withdrawal date is normally the
date on which the student notifies the school that he or
she is withdrawing. However, if the student does not
give this notification, it is the date on which the school
determines that the student has withdrawn. If a student
does not return after a leave of absence, the withdrawal
date is the first day of the period which was designated
as a leave of absence. The regulations set conditions for
leaves of absence which should be compared with your
institution's policies (see 3¢ CFR 682.605[b][2]). We will
address Stafford/SLS/PLUS and other Title IV refund
regulations in Module 15.

If the student is enrolled in a correspondence program, and
does noi notify the schiool that he or she has withdrawn,
the withdrawal date is normally determined to be 60
days after the due date for a required lesson that the
student has failed to submit. The student is not considered
to have withdrawn if he or she contacts the school in
writing during the 60-day period, expresses a desire to
continue the program, and recognizes that lessons must be
submitted on time in the future. However, schools may
permit students to do this only once during their

correspondence program.

Guarantee agencies send Student Confirmation Reports to
the financial aid office during the year, requesting
confirmation of the en-ollment status of students whose
educational costs have been paid by Stafford Loan, SLS,
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and PLUS loan funds. These reports ask you to enter the
date of withdrawal, graduation, or the last date on
which the student attended at least half-time. Student
Confirmatiun Reports will be discussed again in

Module 14.

If a student's status changes in one of the ways described
above, and the guarantor's Student Confirmation Report
will not be completed within 60 days of the change, you
must notify the lender and/or guarantee agency without
delay. Your notification should include the student's
name, Social Security number, address, and the
withdrawal date or last date of half-time or greater
enrollment.

11.7.1 The Stafford Loan Exit Interview

According to the Higher Education Amendments of 1986,
institutions are required to conduct exit interviews for
those students whose loans under the Stafford Loan and
SLS programs began on or after July 1,1987. The
interview must be given before or at the time that the
student borrower ceases to be enrolled. The counseling
may be conducted on an individual basis; however, if an
individual interview is not possible, exit counseling may
be conducted on a group basis. If the student borrower
ceases attendance without notifying the institution, the
exit interview information may be mailed to the student
(be sure to document that such exit loan materials were
sent to the former attendee). The exit interview
materials provided to the student borrower must include
the following information:

< the average indebtedness of students with Stafford
and Perkins Loans;

< the average anticipated monthly payments; and
< strategies for repayment and debt management.

The institution should also emphasize the student's
rights and responsibilities under the Stafford Loan
program, especially the student's responsibility for
notifying the lender regarding changes in place of
residence and mailing address.
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11.8 SUMMARY OF
INSTITUTIONAL RESPONSIBILITIES

This module has discussed the following institutional
responsibilities required for participation in the
Stafford, SLS, and PLUS loan programs:

< determining student eligibility;

< processing and certifying the application;

< verifying registration and at least half-time
enroliment status;

< complying with check processing and disbursement
regulations; and

< rotifying lenders and guarantee agencies if the
enrollment status of a student drops to less than
half-time.

Additional responsibilities will be addressed in later
modules. These responsibilities include:

< verifying applicant data (Module 13);

< submitting reports to lenders (including secondary
lenders) and guarantee agencies (Mocule 14);

< developing a tuition refund policy within
regulatory guidelines {Modale 15);

< providing consumer information to current and
prospective students (Module 16); and

< auditing loan transactions and pregram records at
least every 2 years {Module 17).
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RECORDKEEPING REQUIREMENTS FOR THE
STAFFORD LOAN, SLS, AND PLUS PROGRAMS

Since all Stafford, SLS, and PLUS loan records are subject
to audit by ED, internal and external auditors, and
guarantee agencies, there are regulatory guidelines for
the maintenance of loan records. Unless otherwise noted,
the requirements below apply to Stafford, SLS, and PLUS
loans.

11.9 RECORDKEEPING REQUIREMENTS

In addition to records specifically

The institution must maintain accurate and current X
. . .l required for the Stafford Loan, SLS, and
borrower recqrds, including a copy of the loan application. PLUS programs, the institution’s
Records must include: records must also document the
student’s general eligibility for Title IV
< the name and address of the lender; programs (see Module 6).

the amount of the loan;

¢
< the dates of the lcan period;
¢

the data used to construct the student's cost of
attendance (student budget);

<

certification that the student and/or parent is not
in default on a Title IV loan and does not owe
repayment on a Title IV grant;

< the amount of tuition and fees paid by the student
for the loan period;

< the date the student paid the tuition and fee
charges;

the date the institution received the loan check;

the date the institution endorsed the loan check;
and

< the date the institution gave the loan check to the
student.
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In addition, records for the Stafford Loan progran. must
include:

< the data and certifications used to determine the

expected family contribution;

¢ documentation of Pell Grant eligibility or
ineligibility; and

< arecord of the student's placement in a job after
leaving school, if this information is known.

Records for the SLS program must include:

< documentation of Pell Grant eligibility or
ineligibility; and

¢ documentation of Stafford Loan eligibility or
ineligibility.

(W
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The Stafford Loan, SLS, and PLUS programs make a
significant source of funds available to students for
educational purposes through the cooperative efforts of
the public sector (government) and private sector
(lenders).

Repayment is postponed for Stafford Loan borrowers until
after the student's attendance is below the half-time
enrollment level. Similarly, if an enrollment-based
deferment is obtained, repayment is postponed for SLS
borrowers. The federal government supports Stafford,
SLS, and PLUS loans by offering certain guarantees or
assurances to lenders and guarantors, helping students
who may have no prior credit history to obtain the loans
necessary to pursue their educational goals.

The Stafford Loan, SLS, and PLUS programs have many
similarities. There are, however, important differences
among the three programs. The Stafford Loan and SLS
programs make loans to students, whereas the PLUS
program makes loans to parents. The SLS and PLUS loan
programs differ from the need-based Stafford Lcan
program in that federal regulations do not require the
measurement of family financial circumstances to
establish SLS or PLUS loan eligibility. Other differences
exist in loan limits, rep2ayment terms, interest rates, and
deferment provisions.

D
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[ COMPARISON OF THE TITLE IV LOAN PROGRAMS

Stafford Loan

Borrower Undergraduate
and graduate/
professional
students envotied
at least half time

Lender Bank, credit union,
savings and loan,
pension fund,
insurance fund,
school, or stale
agency

Awxal Loan $2,625 under-

Limits per graduate (1st or

Academic Year  2nd year status)
$4,000
undergraduate
{3rd year lo
completion)
$7,500 graduate

Aggregate $17,250

Loan Limits undergraduate
$54,750
undergraduate
plus graduate

Stafford Not applicable

Loan Need

Determination

Noed Analysis  Yes

Requirsment

Pell Grant Yes

Eligibility

Determination

Prior to Certi-

fying Loan

Application

Eleven-38

SLS Loan PLUS Loan Perkins/NDSL Consolidation income Contin-
Loan Loan gent Loan
Independent Parents, on behalf Undergraduate Available fo Undergraduate
undergraduate, of their depen- and graduate/ student borrowers  students
graduate/ dent children who  professional under Stafford ,
professional, and  are students students SLS, PLUS
some dependent  enrolled at least (students only),
undergraduate half time Perking/NDSL,
students ervolled FISL, and Health
at least half time Profession Student
Loan programs
Bank, credit union,  Bank, credit union,  School Student Loan School
savingsandioan,  savings and loan, Marketing
pension fund, pension fund, Association ,
insurance fund, insurance fund, certain state
school, or state school, or state agencies, and
agoncy agency eligible lenders
$4,000 $4,000 per $4,500 if student Offered to a £2,500 1st or
¢ *nendent has completed less  student with a 2nd yer
Swuehl than 2yearsofa  minimum debt of status
program $5,000 who is in $3,500 3rd
$9,000 if student grace or defer- year
has already ment period and $4,500 4th
completed 2 years  who is not more and 5th years
than 90 days delin-
quent in payment
$20,000 $20,000 per $9,000 for $17,500
dependent undergraduate Not applicable
student $9,000 for
graduate
Yes No No Not applicable No
No* No Yes No Yes
Yes, effective for  No Yes No Yes
ioans certified on or
after August 17,
1988
*Technically, need analysis is not a requirement for SLS loans. Need anal-
ysis calculates an EFC, and the SLS formula does not include an EFC:
COA - Estimated Other Financial Aid = Need for SLS loan
However, the amount of any Stafford Loan for which the student is eligible
must be determined before certifying an SLS application.
8/20/88
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Interest Rate

Hardship
Dsferment

Forbearance by
Lender

Interest Paid by
ED While
Studernt in
School

Fees

Where do Loan
Funds Go?

Multiple
Disbursements

Grace Period

Exit Counseling

Deferments

Loan Amount
may be Usad to
Replace Famiy
Contribution

Credit Check of
Borrower

Stafford Loan SLS Loan

8%onlbanstonew 9-14% onloans
Title {V Part B made before
Loan borrowers July 1, 1987
made before July 1, Variable interest
1988 rale on loans made
8% for first 4 on or after July 1,
years on loans to 1987, but not to
new borrowers exceed 12%
made on or after

July 1, 1988, 10%

for further years

Not appiicable Not applicable

At option of At option of
lender lender

Yes, if borrower No

qualifies for a

subsidized loan and

is at least half-time

Origination fee 5%  Insurance premium
insurance premium  of up to 3% may
ofupto 3% may  bechargedby
also be charged by lender

lender

School, then Schooi, then stu-
student borrower* dent borrower*
Yes, for loans over  Yes

$1,000 with loan

period greater

thar. 6 months

6 months if inter- No
est rate is 8% - 9%
9-12 months if

interest rate is 7%

Yes Yes

Yes. for rionsubsi-  Yes, but only for
dized loans; principal, not
borrower pays the  interest
interest

No Yes

No No

8/20/88
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*Stafford/SLS checks are mailed directly to
students who are attending foreign schools.

PLUS Loan Perkins/NDSL  Consolidation Income Contin-
Loan Loan gent Loan

9-14% on loans 5% 9% or more Variable or

made before fixed rate

July 1, 1987

Variable interest

rake on loans made

on or after July 1,

1987, but not to

exceed 12%

Not applicable Yes, atschool's  Not applicable Not applicable
option

Al option of Not applicable At option of At option of

lender lender lender

No Yes, if at least No Yes
half-time

Insurance premium ~ No Insurance premiur  No

of up to 3% may be of up to 3% may be

charged by lender charged by lender

Parent borrower  Student Student makes re-  Student
borrower payment o lender  borrower

No Yes, for loans Not applicable Yes
made on or after
Oclober 1, 1988

No Yes 80 days Yes

No Yes No Yes

Yes. bt tinited Yes Yes, but limited Yes

anJonly for

principal

Yes No No No

At option of lender No No No

Eleven-39

35




POST-TEST

1. Most Stafford, SLS, and PLUS loan repayment periods range from:

a. 0-5 years
b 5-10 years
¢ 10-15 years
d  5-15 years

2. The financial aid administrator must confirm that a student is registered for at least
half-time attendance before a Stafford Loan check can be released to the student or
credited to the student's account. True or False?

3. Stafford and SLS loan funds must be disbuzsed in multiple payments. True or False?

4. Which of the following eligibility criteria must be met for a student to borrow under the
Stafford Loan program? (circle all that apply)

a. students must maintain satisfactory academic progress

b students must be enrolled in a degree or certificate program

¢ students must demonstrate need

d. students must not owe a refund on a Title IV grant received for attendance at any
school

5. Under the Stafford Loan program, graduate students may borrow $7,500 per year.
However, the total amount borrowed under the Stafford Loan program, including
undergraduate and graduate loans, cannot exceed:

a. $15,000
b $28,250
¢ $36,250
d $54,750

6. In some circumstances, a borrower may be t2mporarily permitted to make smaller
payments on a loan. This is known as:

a. deferment
b default
¢ forbearance
d agrace period
7. Stafford and SLS loan checks are sent directly to the student. True or False?

8. Reviewing the student's dependency status is not necessary during institutional processing
of a Stafford Loan application. True or False?

9. Institutions need written authorization from the student to retain Stafford /SLS loan
proceeds in excess of the amount currently due the school. True or False?
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10. Students must be enrolled or accepted for enrollment at least half-time to be eligible for a
Stafford, SLS, or parent's PLUS loan. True or False?

11. A late disbursement check is one that arrives at the institution: (circle all that apply)

a. after the end of the academic period for which the loan was intended
b after the student has already begun classes
c after the student has stopped attending classes on at least a half-time basis

An SLS or PLUS loan is not need-based and may be counted as part of the expected family
contribution. True or False?

. Cwurrently, who may borrow through the PLUS program? (circle all that apply)

a. dependent undergraduate students borrowing on their own behalf

b parents borrowing on behalf of their children who are dependent undergraduate or
graduate/professional students

¢ graduate students

d independent undergraduate students

14. In the Stafford Loan program, the institution's role includes: (circle all that apply)

a. determining student elig:oility

b certifying the loan application

¢ reviewing institi*ional records for indications of a student's previous default on a
Title IV loan

d insuringloans

15. Which of the following does the Department of Education pay to the lender on behalf of
a Stafford Loan borrower who is eligible for interest benefits? (circie all that apply)

a. the difference between the lower Stafford Loan interest rate and a "market" rate
calculated by a statutory formula

b. the interest on the loan during the in-school period, grace period, and authorized
periods of deferment

¢ the guarantee fee

16. Currently, when does ED pay the interest on an SLS loan? (circle all that apply)

a. during authorized deferments

b during the period when the student is enrolled at least half-time at a participating
school

during the grace period

while the student is repaying the loan

none of the above—-ED does not pay interest benefits on an SLS loan

® a0

901
--
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17. The largest Stafford Loan amount that an undergraduate student in the first year of study
may borrow for the academic year is:

$2,150
$2,625
$3,125
$3,750
$4,000

L

18. A student already has an outstanding Stafford Loan at 9% at the time he applies for
another Stafford Loan. The current interest rate is 8%. The interest rate on the student's
new Stafford Loan would be:

9%
8%
8.5%
8.25%

po o

it
o
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1.

10.

11.

12.

13.

14.

ANSWERS

b. Most repayment periods range from 5 to 10 years. (For more information, see Section
11.3.1.)

True. The school must confirm the student's registration for attendance before a loan
check (or loan proceeds) can be released. If the student is not registered for attendance,
the school must return the check (or proceeds) to the lender. (11.6.1)

True. Stafford Loans, and SLS loans made after October 1, 1988, are subject to multiple
disbursement requirements, except for Stafford Loans to students attending foreign schools.
(11.5)

a, ¢,and d. All except b. are requirements for the Stafford Loan program. Students must
be seeking a degree or certificate. However, students may enroll for up to 12 months in a
course of study necessary for enrollment in a degree or certificate program. (11.2.1,11.2.3,
11.4.1)

d. Total borrowing must not exceed $54,750. (11.3.1)
. The correct term is forbearance. (11.3.1)

False. Stafford/SLS checks are sent from the lender directly to the institution, except
that checks for students attending foreign schools will be mailed directly to the students.
(11.5)

False. Dependency status must be reviewed when processing a student's Stafford Loan
application. If the student is dependent, the parents’ income will also be used to
determine an expected family cor.tribution. (11.4.2)

True. Aninstitution may hold Stafford/SLS loan proceeds in excess of current charges on
the student’s behalf to cover future charges, but only if the student requests this in
writing. (11.6.1)

True. Students must be enrolled or accepted for enrollment at least half-time. (11.2.1)

a.and c. A late disbursement check is one that arrives after the end of the loan period or
after the student has stopped attending at least half-time. (11.6.2)

True. The SLS or PLUS loan is a non-need-based form of assistance that can be used to
replace part or all of a family's EFC. (11.2.3)

b. Currently, only parents may obtain PLUS loans. They may borrow on behalf of their
children who are dependent undergraduate or graduate/professional students. (11.1,
11.3.1)

a.,, b, and c. Schools determine student eligibility, review institutional records for prior
default status, and certify loan applications. They do not insure loans. (11.3.2, 11.4)
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15. a.and b. The Department of Education pays the lender the difference between the lower
Stafford Loan interest rate and a rate that is tied to the 3-month rate of 91-Day Treasury
Bills. ED also pays the interest on the Stafford Loan during the in-school period, grace
period, and authorized periods of deferment. The student pays the guarantee fee. (11.3.1)

16. e. ED does not pay interest on an SLS loan--nere is no provision for interest benefits or an
interest subsidy. (11.3.1)

17. b. Anundergraduate may borrow a maximum of $2,625 during the first year of study.
Students who have successfully completed their second year of study may borrow a
maximum of $4,000. (11.3.1)

18. a. The student would continue to borrow at the original 9% interest rate. (11.3.1)

Questions: 18 Your Score: Percentage:
8/20/88 6 (’ J Eleven-45
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adjusted gross income
(AGD

cancellation of loan

co-maker

cost of attendance (CCA)

default

deferment of loan

delinquent borrower

discharge due to
bankruptcy

Eleven-46

GLOSSARY

An income figure taken from the federal income tax form that has
been filed in compliance with IRS regulations and guidelines.

The condition that exists when a borrower has fulfilled spec:fied
requirements permitting cancellation of the borrower's obligation
to repay a designated portion of the principal and interest.

One of two individuals who are joint borrowers on a loan and who
are equally liable for repayment of the loan.

Those charges and allowances established by the institution that
are applicable to students for attendance for one academic year.
Generally, the COA includes tuition and fees; allowances for room
and board, books, supplies, transportation and miscellaneous
expenses, child care, dependent care, and certain handicap-related
expenses. There are significant differences between these
components in the Pell Grant and campus-based/GSL programs. See
Sections 411F and 472 of the Higher Education Act of 1965, as
amended, for provisions on establishing institutional costs of
attendance. The term cost of attendance is often used
interchangeably with cost of education.

The failure of a borrower either to make an installment payment
when it is due or to comply with other terms of the promissory note.

A period during which the repayment of the principal amount of
the loan is suspended as a result of the borrower meeting one of a
number of requirements established by la'». During this period,
Perkins Loan borrowers and most Stafford Loan borrowers will not
have to pay interest on the loan. Most students who borrow under
the Stafford Loan and SLS programs are entitled to the same
authorized deferments; parent PLUS borrowers are entitled to a
more limited set of deferments. (Prior to passage of the Higher
Education Amendments of 1986, independent undergraduate
students were allowed to borrow under the PLUS program. These
student borrowers were allowed the same ceferments as those
offered under the Stafford Loan and SLS programs.)

A Stafford Loan borrower who has failed to make an installment
payment on its due date.

Release from a loan obligation by action of a bankruptcy court. For
Stafford, SLS, or PLUS loans discharged in bankruptcy, the
Department of Education repays the amount owed by the borrower
to the lender or guarantee agency. For Perkins Loans, the
Department does not reimburse the institution for cancellation of
loans due to bankruptcy.

8/20/88
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disclosure statement

endorser

expected family
contribution (EFC)

forbearance

grace period

guarantee agency

guarantee fee

interest benefits

originaton fee

A statement sent to the borrower by the lender before or at the time
it disburses a loan, as well as at, or prior to, the beginning of the
repayment period. The purpose of the disclosures is to provide
borrowers with thorough and adequate information about the terms
of the loan and the consequences of default, including such
provisions as: amount of the loan, interest rate, fee charges, length
of the grace period (if any), the maximum length of repayment and
the minimum annual repayment, deferment conditions, and the
definition of default.

An individual who is secondarily liable for a loan obligation.

The figure which indicates how much of a family's financial
resources should be available to help pay the expenses of
postsecondary education. This figure is determined according to
statutory formulas. The Pell Grant program cails the EFC the
Student Aid Index (SAI). The Congressional Methodology calls
the EFC the Family Contribution (FC) for the campus-based and
Stafford Loan programs.

At lender option, permission given for the temporary cessation of
payments of Stafford, SLS, or PLUS loans, allowing an extension of
time for making payments, or accepting smaller payments than
were previously scheduled. Forbearance may be given for circum-
stances which are not covered by deferment, and is usually given in
situations vhere personal problems, such as hospitalization or
short-term unemployment, affect the borrower's ability to meet
loan payment obligations.

The period of time that begins when a loan recipient ceases to be at
least a half-time student and ends when the repayment period
starts. The loan principal and interest need not be paid by the
student during the grace period.

A state agency or private, nonprofit institution or organization
which administers the Stafford Loan, SLS, and PLUS programs.

An insurance fee charged the lender by the guarantee agency. The
fee is usually passed on to the student or borrower. In most cases,
the lender reduces the amount of the loan check by this amount.

Interest payments made by the Secretary of Education to a lender
on tehalf of an eligible Stafford Loan borrower. These payments
are made by ED at the student's Stafford Loan interest rate only
during certain pericds: during the student's enrollment (at least
half-time), the grace period, and any deferment periods. Interest
benefits are not paid on SLS or PLUS loarns.

A processing fee calculated on the amount borrowed for a Stafford
Loan and charged to the student by the lender. This fee (like the

62
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prircipal and interest

promissory note

repayment period

repayment schedule

secondary markets

special allowance

guarantee fee) is usually subtracted from the amount of the student
loan proceeds.

Principal refers to the loan amount borrowed; interest refers to the
amount charged for the use of the money over a period of years.
Interest is usually stated as a percent.

The legal document the borrower signs when obtaining aloan. It
lists the conditions under which the loan is made and the terms
under which the borrower agrees to pay back the loan.

The period during which the borrower (student or parent) repays a
loan.

A plan which sets forth the principal and interest due in each
installment and the number of payments required to pay the loan in
full. Additionally, it should include the interest rate, the due
date of the first payment, and the frequency of payments.

A means through which holders of loan notes sell them to a third
party, such as the Student Loan Marketing Association (SLMA, or
"Sallie Mae") or another lending institution, for the face value of
the loan portfolio or other negotiated price. Once sold, the
secondary market has total responsibility for the future servicing
and repayment of the loan. In addition to Sallie Mae, which is
chartered by Congress, there are 30 secondary markets operating at
the state or regional level, as well as a number of comsercial
lenders who also purchase loans.

A percentage of the average unpaid principal balance, paid to a
lender by the Secretary of Education on an eligible Stafford, SLS,
or PLUS program loan. In effect, ED is paying exira interest on the
loan in addition to interest paid by the student or parents. This
subsidy makes 1y the difference between the rates charged to
Stafford/SLS’PLUS borrowers and the market interest rates. The
amount of the special allowance is set by a statutory formula
related to 91-day Treasury Bill rates.

ACRONYMS
AGI Adjusted Gross Income.
COA Cost of Attendance.
EFC Expected Family Contribution.
bo
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KEY RESOURCES

1. U.S. Department of Education, Office of Student Financial Assistance, Current Title IV
Regulations, Washington, D.C., OSFA/ED, 1988.

Federal regulations covering the Title IV programs.

2. U.S. Department of Education, Office of Student Financial Assistance, Federal Student
Financiai Aid Handbook, Washington, D.C., OSFA/ED, 1988.

The references listed above can be obtained by contacting the publishing organization. For
U.S. Department of Education addresses, see the inside back cover or the Support Booklet.
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APPENDIX A-SAMPLE STAFFORD LOAN (GSL) APPLICATION

SECTION A--TO BE COMPLETED BY THE STUDENT- --READ THE INSTRUCTIONS--TYPE OR PRINT IN INK
1. Social Security Number 2. Last Name First Name Middle Name

3. Citizenship Status 4. Permanent Home Address
QUS. QEligible Noncitizen
Citizen  Alien ID Number

5. Date of Birth CGity State Zip
6. Phone Number 7. Driver's License 8. Major Course of Study
CoD e State Number
9. Intended Enrollment Status 10. Requested Loan Amount 11. Loan Period
O Full-time Q At least half-time $ From To

12. Have you ever defaulted on an If yes, carefully read the instructions on the back of this form, and give
educationloan? O Yes Q No details on a separate sheet, including arrangements made to pay the debt.

13. Do you have any unpaid If yes, carefully read the instructions on the back of this form.
studentloans” Q Yes Q No .

13a. Total unpaid balance of your most 13b. Interest rate on your most 13c. Grade level of your most recent
recent Stafford/GSL $ recent Stafford/GSL % Stafford /GSL (see instructions)

13d. Beginning and ending dates of your most 13e. Total unpaid balance of all your Stafford /GSL loans, including
recent Stafford/GSL. From  To any portion included in a Consolidation loan $

14. Name and address of previous lender, if any

15. References—You must give three different adult references with different addresses (carefully read instructions)

15a. Name 15b.Name 15c. Name
Address Address Address
PhoneNumber (__ ) __ - ___ Phone Number ( _ ) __ _- ___ Phone Number  _ ) __ _-____

16. I have read, understand, and agree to the terms of the Borrower's Certification on the back of this form.
(WARNING: Any person who knowingly makes a false statement or misreprzsentation on this form is subject to
penalties which may include fines or imprisonment under the United States Criminal Code and 20 USC 1097.)

Signature of Student Borrower Date
SECTION B--TO BE COMPLETED BY THE SCHOOL
17. Name and address of school 18. Phone Number (__ )__ _-____ 19.5choo!Code ___
2).GradeLevel Code___  21. Expected Graduaiion Date
22 Enrollment period covered 23, Deperdeny Status
bylc.n ODependent QIndependent
24. Family adjusted 25. Estimated cost of attendance 26. Estimated financial zid ~ 27. Expected family
gross income § for loan period $ for loan period $ oontribution $
28. Difference (25 minus the sum 29. Recommended Disbursement Dates
of26and27) $ Month Day Year Month Day Year Month Day Year
30. I have read and understand the terms of the School's Certification on the back of this form.
Signatuwe of School Offidial Date
Print Name and Tidle
SECTION C~TO BE COMPLETED BY THE LENDER
31. Name and address of lender 32 PhoneMNumber (__ )___-____ 33.LenderCode___
34. Loan Amount Approved $ X.InterestRate %
36.Fee $ 7. Lender Use Only
38. Expected Disbursement Dates Month Day Year Month Day Year Month Day Year
x.
Signature of Lending Official Date
Print Nameane® Title
Q Eleven-50 8/20/88




SAMPLE STAFFCRD LOAN (GSL) APPLICATION—-CERTIFICATION STATEMENTS

Section A: Borrower’s Certification for Stafford Loan

I declare under penalty of perjury under the laws of the United States of America that the
following is true and correct. I, the borrower, certify that the information contained in Section
A of this Application is true, complete and correct to the best of my knowledge and belief and
is made in good faith. I hereby authorize the school to pay to the Lender any refund which
may be due me up to the amount of this loan. I further authorize any school that I may attend
to release to the Lending institution, subsequent holder, guarantor, U.S. Deparauent of
Education, or their agents, any requested information pertinent to this loan (e.g., employment,
enrollment status, current address). I certify that the proceeds of any loan made as a result of
the Application will be used for education expenses for the loan period covered by this
Application at the school named in Section B. I understand that I must immediately r-~ay
any funds that I receive which cannot reasonably be cttributed to meeting my education
expenses related to attendance at that school for the loan period stated in Item 22. I certify
that the total amount of loans received under the Stafford Loan Program, Title IV, Part B
(P.L. 89-329) as amended, will not exceed the allowable maximums. I further certify that I do
not now owe a refund on a Pell Grant, Byrd Scholasship, Supplemental Grant, or State Student
Incentive Grant and am not now in default on a Perkins Loan (formerly called National
Defense or Direct Student Loan) or a Stafford Loan (formerly called Guaranteed Student
Loan), or a Federally Insured Student Loan or a PLUS/ALAS/SLS Loan or an Income
Contingent Loan or a Consolidation Loan unless I have otherwise indicated in Item 12 of this
Application. I further authorize my Lending institution to issue a check covering the proceeds
of my loan, in full, or ir part, made payable to me, or at the Lender's option, jointly payable to
meand the school, and sent to the school named in Section B.

I, the student borrower, understand that I will receive a Notice of Loan Guarantee and
Disclosure Statement that identifies my loan amount (as determined by the Lender), the fee
amounts, disbursement dates, grace period, interest rate and late charges. I, the student
borrower, understand that if the information on the Notice of Loan Guarantee and Disclosure
Statement conflicts with the information on the Application and Promissory Note, the
information of the Notice of Loan Guarantee and Disclosure Statement applies.

Section B: School’s Certification for Stafford Loan

I hereby certify that the student named in Section A is accepted for enroliment, or is enrolled
as at Jeast a half-time student and is making satisfactory progress in a certificate or degree
program determined to be eligible for the Stafford Loan Program. I further certify, that I
have determined the borrower's eligibility /ineligibility for a Pell Grant. I further certify
that, based upon records available, this student is neither in default, unless otherwise
indicated in Item 12 of this Application, nor owes a repayment with respect to previous
federal financial assistance, and that the information provided in Section B is true, complete,
and correct to the best of my knowledge and belief. I further cettify that this Application
does not cause the borrower to exceed the annual loan limits allowable for this borrower under
the Stafford Loan Program (formerly called Guaranteed Student Loan).
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APPENDIX B-SAMPLE SLS/PLUS LOAN APPLICATION

SECTION A—-TO BE COMPLETED BY BORROWER (PARENT OR STUDENT)~READ THE INSTRUCTIONS
1. Social Security Number 2. Last Name First Name Middle Name

3. Citizenship Status 4. Permanent Home Address
QUS. QEligible Noncitizen
Citizen  Alien ID Number

5. Date of Birth City State Zip
6. Phone Number 7. Driver's License 8. Requested Loan Amount
Cod e State Number $
9. Have you ever defaulted on an If yes, carefully read the instructions on the back of this form, and give
educationloan? 2 % 1 No details on a separate shee?, including arrangements =iade to pay the debt.
10. Do you have any unpzsd SLS/PLUS loans for the stisdlent If yes, enter {ne infomation only for the
idenified in Section P! O Yes Q No student identified ‘n Section B.
10a. Total unpaid b=lance of your most 10b. Grade level of your most T
recent SLS/PLUS loan $ recent SLS/PLUS loan
10c. Beginning and ending dates of your most 10d. Total unpaid balance of all your SLS/PLUS loan loans,
recent SLS/PLUSloan From  To including any portion included in a Consolidation loan $
11. References—You must give three different adult references with different addresses (carefully read instructions)
11a. Name 11b.Name 1lc Name
Address Address Address
PhoneNumber (__ ) ___-____  PhoneNumber (___) ___-___:— Phone Number (_ _ ) ___-____

12 I have read, understand, and agree to the terms of the Borrower's Certification on the back of this form.
(WARNING: Any person who knowingly makes a false statement or misrepresentation on this form is subject to
penalties which may include fines or imprisonment under the United States Criminal Code and 20 USC 1097.)

Signature of Borrower Date
SECTION B--TO BE COMPLETED BY THE STUDENT--READ THE INSTRUCTIONS
13. Social Security Numoer 14. Last Name First Name Middle Name
15. Citizenship Status 16. Date of Birth 17. Major Course of Study
QUS. QOEligible Nonatizen 18. Intended Enrollment Status 19. Lean Period
Citizen  Alien ID Number Q Full-time Q At least half-time From To
20. Have you ever defaulted on an If yes, carefully read the instructions on the back of this form, and give

educationloan? Q Yes 3 No details on a separate sheet, including arrangements made to pay the debt.

21. Name and address of previous lender, if any

22. I have read, understand, and agree to the terms of the Student’s Certification on the back of this form.
(WARNING: Any person who knowingly makes a false statement or misrepresentation on this form is subject to
penalties which may iaclude fines or imprisonment under the United States Criminal Code and 20 USC 1097.)

Signature of Student Date
SECTION C-—-TO BE COMPLETED BY THE SCHOOL
8. Name and address of school 24.PhoneNumber (__)___- ___ 25.5hool Code
%.GradeLevelCode___  27. Expected Graduation Date
28. Recommendad Disbursement Date
29. Cos: »f attendance 30. Financial aid for 31. Cost minus Aid 32 Loan period
for loan period $ iuan period $ $ From To
33. I have read and understan the terms of the School's Certification on the back of this form.
Signature of School Offidial Date
Print Nameand Title
5"
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SECTION D--TO BE COMPLETED BY THE LENDER

34. Name and address of lender 35.PhoneNumber (__ )__ - ___ 36.LenderCode____
____  37.Loan Amount Approved $ 3B.InterestRate %
X.Fee $ 40. Lender Use Only
41. Disbursement Date 42 First Payment Date 43.Number of months  44. Combine with previous loans?
in repayment term QYes QNo

45.

Signatureof Lervang Official Date

Print Nameand Title

65
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SAMPLE PLUS/SLS LOAN APPLICATION--CERTIFICATION STATEMENTS

Section A: Borrower’s Certification for SLS or PLUS Loan

I certify under penalty of perjury under the laws of the United States of America that the
following is true anu correct. The information contained in Section A of this application is
true, complete and correct to the best of my knowledge and belief and is made in good faith. If
I'am applying for a PLUS loan as a parent, I certify that I am the natural or adoptive mother
or father or legal guardian of the student named in Section B. The proceeds of any loan made
as a result of this application will be used solely for educational purposes for the period for
which the loan is intended and at the school described in Section C. Iunderstand that any
funds that I receive on behalf of the student named in Section B, which cannot reasonably be
attributed to meeting the education expenses of the student reiated to attendance at the school
named in Section C for the loan period stated, must be returned to ihe lender. Iauthorize the
lender to issue a check covering the proceeds of my loan, ir: full or in part, made payable to me,
or at the lender's option, jointly payable to me and the school, and sent to ihe school if I am a
student borrower. Iauthorize the lender to perform a credit check to determine my ability to
repay this loan. The lender is authorized to check my credit and employment histcry and to
answer questions about its credit experience with me. I further certify that I am not now in
defau’t on a Perkins Loan (formerly called Natiorai Defensz or Direct Student Loan), a
Federal Insured Student Loan (FISL), a Stafford Loan (formerly called Guaranteed Student
Loan), a Health Education Assistance Loan (HEAL), a PLUS/SLS Loan, a Income Contingent
Loan or a Consolidation Loan. I further certify that I do not now owe a repayment on a Pell
Grant, Byrd Scholarship, Supplemental Grant, or State Student Incentive Grant. I, the
Borrower, understand that I will receive a Notice of Loan Guarantee and Disclosure Statement
that identifies my loan amount (as determined by the lender), the fee amounts, due dates, and
late charges. I understand and agree that if the information on the Notice of Loan Guarantee
and Disclosure Statement conflicts with the information on the Application and Promissory
Note, the information on the Notice of Loan Guarantee and Disclosure Statement applies.

Section B: Student’s Certification for SLS Loan

I certify under penalty of perjury under the laws of the United States of America that the
following is true and correct. The information co' tained in Section B of this application is
true, complete, and correct to the best of my know ledge and belief and is made in good faith. I
hereby authorize the school named in Section C to pay to the lender named in Section D any
refund which may be due to me up to the amount of this loan. I hereby authorize the school
named in Section C to release information contained in my file that is relative to my
eligibility and which permits me or my parent to borrow on my behalf (such as enroliment
status, financial assistance, or employment). I have been accepted for enrollment or am
enrolled and am making satisfactory progress as at least a haif-time siudent in an
undergraduate, vocational, or graduate program at the schiool named in Section C. I further
certify that I am not now in default on a Perkins Loan (formerly calle . National Defense or
Direct Student Loan), a Federal Insured Student Loan (FISL), a Stafford Loan (formerly called
Guaranteed Student Loan), a Health Education Assistance Loan (HEAL), a PLUS Loan, an
Income Contingent Loan or a Consolidation Loan. I further certify that I do not now owea
repayment on a Pell Grant, Byrd Scholarship, Supplemental Grant, or State Student Incentive
Grant.

6
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Section C: School’s Certification for SLS or PLUS Loan

I certify that the student named in Section B is accepted for enrollment or is enrolled and is
making satisfactory progress as at least a half-time student in a certificate or degree program
determined to be eligible for the PLUS and SLS programs. I further certify that, based upon
records available, neither the student named in Section B, unless otherwise indicated in Item
20, nor the borrower named in Section A unless otherwise indicated in Item 9, are in default or
owe a repayment with respect to previous financial assistance under Title IV of the Higher
Education Act of 1965, as amended, and that the information provided in Section C is true,
complete, and correct to the best of my knowledge and belief.
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APPENDIX C

DEFERMENTS UNDER THE STAFFORD LOAN, PLUS,
SLS, AND CONSOLIDATION LOAN PROGRAMS

Stafford Loan Deferments

Stafford Loan borrowers whose Stafford Loan(s) were received for periods of enrolln.ent
beginning before July 1, 1987 may qualify for deferments under circumstances such as:

< While the student is engaged in full-time study at a school that is participating in the
Stafford Loan program, unless the student is not a national of the US. and is studying at
a school not located in the United States.

< While the student is engaged in full-time study at an institution of higher education or
vocational school that is operated by an agercy of the federal government (such as the
service academies), unless the student is not a national of the U.S. and is studying at a
school not located in the United States.

< While the student is studying in an eligible graduate fellowship prcgram, including a
recognized graduate international fellowship program at a foreign university. The
borrower, in this instance, must have a bachelor's degree and be enrolled on a full-time
basis (see 34 CFR 682.10 for further information).

< For periods not exceeding 36 months (for each of the following) while the student is:

* on active duty status in the Armed Forces of the U.S. or serving as an officer in the
Commissioned Corps of the U.S. Public Health Service;

* serving as a volunteer under the Peace Corps Act, if the student has agreed to serve
for a term of at least one year;

* serving as a full-time volunteer under Title I of the Domestic Volunteer Service Act
of 1973 (ACTION programs), if the student borrower has agreed to serve for at least
one year.

¢ performing full-time volunteer service, which the Secre’ary of Education has
determined is comparable to service in the Peace Corps or ACTION programs, for an
organization exempt from taxation under Section 501 (c)(3) of the Internal Revenue
Code of 1954, as amended; or

* temporarily totally disabled, as established by a sworn affidavit of a qualified
physician, or unable to secure employment because the student borrower is caring for
a spouse or dependent who is temporarily totally disabled, as established by a
sworn affidavit of a qualified physician.

* For periods of unemployr-ont totalling up to 2 years, if during those periods the borrower
is seeking but unable to find full-time employment.

71
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¢ Upto 2years of service in an internship program which is required in order to begin
professional practice or service, or service in an internship or residency program which
lzads to a degree or certificate awarded by a postsecondary school, a hospital, or a
health care facility offering postgraduate training.

¢ Forupto 6 months of parental leave during which the borrower is pregnant, caring for
his or her newborn child, or caring for his or her adopted child immediately following
the adoption process. The borrower must neither be attending an eligible school nor
gainfully employed. The borrower must have been enrolled on at least a half-time basis
at an eligible institution at some time during the 6-month period before the period of
parental leave.

In addition to the above deferment provisions, new Stafford Loan borrowers seceiving a loan
for a period of enrollment beginning on or after July 1, 1987 may request deferments in the
following circumstances:

< While the student is engaged in at least half-time study at a school that is
participating in the Stafford Loan program (unless the student is not a national of the
United States and is studying at a school not located in the United States), if the
student receives a loan under the Stafford Loan or SLS programs for that period of
enrollment.

¢ While the borrower is an active duty member of the National Oceanic and Atmospheric
Administration Corps. There is a 3-year limit for this deferment, including any
deferinents obtained for active duty service in the Armed Forces of the United States
and the Commissioned Corps of the United States Public Health Service.

¢ For up to 3 years during which the borrower is engaged in full-time teaching in a public
or private elementary or secondary school in a teacher shortage area.

< For up to 12 months for mothers with preschool age children (a mother whose child nas
not entered first grade) who are entering or reentering the work force and whose pay is
not more than $1.00 over the federal minimum wage.

PLUS Deferments
Some circumstances under which PLUS borrowers may qualify for deferments are:

< For loans received or disbursed prior to July 1, 1987, the borrower may defer the loan(s)
repayment on the principal of the loan for periods not exceeding 24 months while the
borrower is conscientiously seeking but unable to find full-time employment in the
United States.

< For all borrowers, deferments are available while the student for whom the parent
borrowed is:

* engaged in at least half-time study at a school that is participating in the Stafford
Loan program (unless the borrower is not a national of the United States and is
studying at a school which is not located in the United States), if the borrower
receives a loan under the Stafford Loan or SLS programs for the enrollment period;
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* enrolled in a full-time course of study at an institution of higher education or a
vocational school that is operated by an agency of the Federal Government (i.e.,
the Service academies) unless the borrower is not a national of the United States
and is studying at a school not located in the United States;

* in an eligible graduate fellowship program;

* engaged in an eligible rehabilitation training program for disabled individuals; or

* or if the parent borrower is temporarily totally disabled, or unable to secure
employment because the borrower is providing care for a dependent who is

temporarily tota'ly disabled according to a sworn affidavit of a qualified
physician.

Other Examples of Deferments

Some general circumstances under which borrowers may qu.lify for deferments under more
than one loan program are:

<

Full-time study at a participating school, unless the borrower is not a national of the
United States and is pursuing a course of study at a foreign school (this deferment is
available to all Stafford Loan, SLS, and Consolidation loan borrowers, and PLUS
borrowers).

At least half-time study at a participating school, unless the borrow is not a national
of the United States and is pursuing a course of study at a foreign school (Consolidation
loan borrowers, new Stafford Loan, new SLS, and new PLUS borrowers, if the borrower
has a Stafford or SLS loan for the period of enrollment).

Study under an eligible graduate fellowship program (all Stafford Loan, SLS, and
Consolidation loan borrowers, and new PLUS borrowers).

Periods of unemployment, during which the borrower is coriscientiously seeking but
unable to find full-time employment in the United States (all Stafford Loan, SLS,
PLUS., and Consolidation loan borrowers). The total of unemployment deferments may
not exceed 24 months.

Parental leave of up to 6 months during which the borrower is pregnant, caring for his or
her newborn child, or caring for his or her adopted child immediately following
adoption (all Stafford Lozn and SLS borrowers).
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REGIONAL OFFICES OF STUDENT FINANCIAL ASSISTANCE

REGION1
(CT,ME, MA, NH, Rl, VT)

Office of Student Firancial Assis.ance

U.S. Department of Education

J.W. McCormack Post Office and Courthouse
5 Post Office Square, Room 510

Boston, Massachusetts 02109

(617) 223-9338

REGION II
(NJ, NY, PR, VI, CANAL ZONE)

Office of Student Financial Assistance
U.S. Department of Education

26 Federal Plaza, Room 3954

New York, New York 10278

(212) 264-4426

REGION Iil
(DE, DC, MD, PA, VA, WV)

Office of Student Financial Assistance
U.S. Department of Education

3535 Market Street, Room 16200
Philadelphia, Pennsylvania 19104
(215) 596-0247

REGION IV
(AL, FL, GA, KY, MS, NC, SC, TN)

Office of Student Financial Assistance
U.S. Department of Education

101 Marietta Tower, Suite 2203
Atlanta, Georgia 30323

(404) 3314171

REGION V
(IL, IN, Mi, MN, OH, WD

Office of Student Financial Acsistance
U.S. Department of Education

401 South State Street, Room 700-D
Chicago, illinois 60605

(312) 353-8103

REGION V1
(AR, LA, NM, OK, TX)

Office of Student Financial Assistance
U.S. Department of Education

1200 Main Tower Building, Room 2150
Dallas, Texas 75202

(214) 767-3811

KEGION Vi
(1A, KS, MO, NE)

Office of Student Financial Assistance

U.S. Department of Education

10220 North Executive Hills Blvd., 9th Floor
P.O. Box 901381

Kansas City, Missouri 64190

(816) 891-8055

REGION VIl
(CO, MT, ND, SD, UT, WY)

Office of Student Financial Assistance
U.S. Department of Education

1961 Stout Street, 3rd Floor

Denver, Colorado 80294

(303) 891-3676

REGION IX
(AZ, CA, Hl1, NV, AS, GUAM, PACIFIC ISLANDS)

O:tfice of Student Financial Assistance
US Department of Education

50 United Nations Plaza, Room 270
San Francisco, Cahfornia 94102

(415) 556-5689

REGION X
(AK, ID, OR, WA)

Office of Student Financial Assistance
U.S. Department of Edu.ation

2901 Third Avenue, Room 100

Scattle, Washington 98121

(206) 442-0493



