Dear Colleague,

________________ participates in the Federal Family Education Loan Program (FFELP), which allows students to borrow funds for school from private lenders (usually banks or credit unions). ______________ will be withdrawing from the FFEL lending program and begin participating exclusively in the William D. Ford Federal Direct lending program (DL) for the 2010-2011 aid year beginning in the  _______________term
 

 

In the DL, students borrow directly from the U.S. Department of Education through their school. The government sells Treasury Bills to fund the program. DL Subsidized, Unsubsidized , Parent PLUS and Grad PLUS loans operate in essentially the same manner as in the FFELP program, except that there are no subsidies paid to lenders. Students receive the same basic interest rates (except for Parent PLUS and  Grad PLUS, which is lower) and have similar repayment options. Payments are sent directly to the U.S. Department of Education’s servicer.

 

Switching to Direct Loans will provide the following benefits:

       Eliminates the complexity of using multiple lender systems.

       Eliminates the uncertainty of losing lenders and being out of compliance with federal regulations.

       Eliminates the need for reprocessing loans for students when lenders leave the program.

       Gives the school  control over the creation and timing of loans.

       Gives the school control over the disbursement of funds.

       Provides one lender and one payment for new borrowers.

       Allows returning borrowers to consolidate FFELP loans with their Direct Loans at repayment.

       Provides a lower interest rate on the Parent and Grad PLUS loan. 

       Offers four repayment options for students.

       Interest rate reductions for on-time payments.

       Allows students to participate in the Public Service Loan Forgiveness Program.

 

We believe that using the Direct Loan Program is the best way to ensure that ________ students receive their loan funds in a timely, efficient way. Over the next few weeks our office will be communicating this change to students and will provide them with the necessary steps they need to complete in order to borrow new loans from DL.  We will also provide information to returning student borrowers, who may have FFELP loans, about how this change will affect their repayment process. 

 

 We appreciate your support and patience as we learn and execute an entirely new loan system to better serve our students.

 

Sincerely,

 

XXXXXXXXX 

(FULLER  THEOLOGICAL SEMINARY)
