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DIRECT LOAN FAQs

Q: What is the difference between the Federal Family Education Loan Program and the Direct Loan Program?

A: The main difference between the two programs is the source of loan funding. Direct loans come through the U.S. Department of Education and are obtained from the U.S. Treasury.  FFELP funds come from independent lenders (banks). 

Q: Why is Saint Mary’s College changing to the Direct Loan Program?

A: Saint Mary’s College has historically participated in the Federal Family Education Loan (FFEL) Program in which all loan funds were received from a lender selected by the borrower.  Due to recent action by Congress, the FFEL Program will likely cease to exist beginning July 1, 2010.  To avoid any disruption in providing loan funds to our students and parents, Saint Mary’s College will transition to the William D. Ford Direct Loan Program.  This change means that Saint Mary’s students and their parents will borrow federal student and parent PLUS loans directly through the U.S. Department of Education, rather than through private lenders.  To learn more about Direct Lending, visit the U.S. Department of Educations’ Direct Loan Program web page at www.direct.ed.gov. 
Q: How does this change impact me?

A: New and returning student borrowers will be required to e-Sign a Direct Loan Master Promissory Note.  New borrowers will be required to complete Direct Loan Entrance Counseling. Previous borrowers who have already completed Entrance Counseling will not be required to repeat Entrance Counseling with Direct Loans.

Q: Are there differences in interest rates and loan fees between in the two programs?

A:  For the student loans the interest rates are the same.  Both FFEL and Direct student loans will have the following interest rates during the 2010-11 academic year:  subsidized – 4.5%, unsubsidized – 6.8%.  The Federal Parent PLUS Loan has a 8.5% interest rate in the FFEL Program and a 7.9% interest rate in the Direct Loan Program.  Typically loan fees for both student and parent loans are less in the Direct Loan Program.  This is because in the past few years many lenders have chosen to discontinue offering up-front loan incentives by paying loan fees on behalf of the borrower.  But in the Direct Loan Program the government automatically applies a rebate to the loan fee for each borrower.

	STUDENT LOANS

	
	Stafford (FFEL)
	William D. Ford (Direct)

	Initial Loan Fee
	.5% - 1.5% (varies by lender)
	1.0%

	Minus Rebate*
	n/a
	.5%

	Final, Net Fee
	.5% - 1.5% (varies by lender)
	.5%

	2010-11 Interest Rates
	4.5% - subsidized

6.8% - unsubsidized
	4.5% - subsidized

6.8% - unsubsidized


	PARENT LOANS

	
	Parent PLUS (FFEL)
	Parent PLUS (Direct)

	Initial Loan Fee
	3% - 4% (varies by lender)
	4%

	Minus Rebate*
	n/a
	1.5%

	Final, Net Fee
	3% - 4% (varies by lender)
	2.5%

	Interest Rate
	8.5%
	7.9%


Q: Does this change impact my current federal loans?


A: This change will not impact your current federal student loans.  You can access your entire federal student loan history (Stafford, Direct and Perkins) via the National Student Loan Data System at www.nslds.ed.gov/nslds_SA.

Q: What do I need to do to receive a federal loan in 2010-11?

A:  First, complete a 2010-11 Free Application for Federal Student Aid (FAFSA) and have the results sent to Saint Mary’s College (school code 001836).  After you receive your 2010-11 award letter from Saint Mary’s, follow the instructions for accepting your loan in PRISM and complete a Master Promissory Note (MPN).  If this will be your first time ever borrowing a federal student loan at Saint Mary’s College, also follow the instructions for completing the loan entrance counseling.

Q: Do I have to complete another Master Promissory Note (MPN)?

A: Yes, you must sign a new Direct Loan Master Promissory Note. This will be the last promissory note you will have to sign as long as you continue to attend Saint Mary’s College.  Your Federal PIN (the same used on the FAFSA) is required in order to e-Sign.

Q: I previously completed entrance loan counseling under the FFEL Program.  Do I need to complete entrance loan counseling again for Direct Loans?

A: No, you will not be required to complete Entrance Counseling again if you have already completed Entrance Counseling under FFELP. New borrowers will be required to complete Direct Loan Entrance Counseling.

Q: Will I still be able to continue borrowing through the same lender as this year?

A:  No.  If you wish to borrow a federal loan during the 2010-11 academic year you will be required to borrow through the federal Direct Loan Program.
Q: I'm a parent. I plan to borrow a PLUS Loan for my student in 2010-11. I usually get pre-approved through my lender. What should I do this year?
A: To avoid multiple hits on your credit, do not get pre-approved or apply through any lender other than the Department of Education. In late spring we will have more information for you about how to get credit approved for a Federal Direct Parent PLUS Loan. 

Q: What will happen to the existing loans that I have borrowed with other lenders?  Will I have to repay two different lenders now?

A: Your Direct Loan will be serviced by the Department of Education, so you will receive correspondence and payment information from both the Department of Education and your prior lender or servicer. You have the option of consolidating all of your federal loans with the Direct Loan program (or any other lender that offers federal consolidation loans) after you graduate to combine the loans. If you consolidate, your previous federal loans would be paid in full and all of your payments would be made to the Direct Loan program.
Q: How can I find out who services my other federal loans?

A: Information on your federal loan debt can be accessed via the National Student Loan Data System (NSLDS) at http://www.nslds.ed.gov. Note that any private/alternative loans you have borrowed will not appear in the NSLDS. 

Q: Will I still be able to borrow private/alternative loans through an outside lender?

A: Yes.  Contact your lender of choice for instructions on the application process for private/alternative loans.
