IMPORTANT STUDENT LOAN UPDATE
March, 2008
Dear Parents,

Student loan programs have come under increased scrutiny over the past year.  As a result, Cornell recently researched and compared two student loan programs, the Federal Family Educational Loan Program (FFELP) and the Federal Direct Student Loan program.  Cornell has participated in the FFELP program for the Stafford and Parent PLUS loan programs for many years; however, we wanted to be sure that the best possible program is in place for our students.

During our research it became evident that the Federal Direct Loan program was the better loan program for our students for a number of reasons:

1. FFELP funds are disbursed through private lenders (such as a bank, credit union, etc.).  The Direct Loan program is funded directly by the Federal Government, eliminating the middle man and the confusion for your student and you.
2. There are more repayment plans available through the Direct Loan program, specifically, the income contingent plan.   If a student does not repay their loans in 25 years, the government forgives the balance of the loan.  In addition, the interest never exceeds 10% of the loan principle.
3. The Direct Loan program is fully integrated with the federal financial aid process, simplifying the administration and oversight of the government funds.  Cornell already has the software and business process in place to administer this program due to the other federal programs we administer.

4. Students will only have to track their loans with one lender instead of multiple lenders.

5. Reconciliation of the Direct Loan program is required, and ensures that the students are receiving the funds and are only repaying what they actually received.

6. The benefits advertised with the FFELP program are not a part of the FFELP promissory note.  The benefits advertised in the Direct Loan program are a part of their Master Promissory note.

7. Loans can be sold in FFELP, potentially negating the borrower benefits.  Loans are never sold in the Direct Loan program.
8. Direct Loans can consolidate in the Direct Loan program or to the FFELP program.  There is still a choice in repayment options for Cornell students.

9. Borrower benefits are more flexible in the Direct Loan program.  If a student begins repayment and then decides to re-enter school, they do not lose their borrower benefits as they would in the FFELP program. 
Borrower Benefits:

· There is a 2.0% origination fee for direct loans; however the government pays 1.5% of your student’s origination fee at disbursement.  Borrowers are eligible to keep this benefit as long as they make the first 12 monthly payments of the student loan on time while in repayment.

· Origination fees of 0.50% are paid at disbursement, reducing the net amount of the loan that is posted to the students’ account.  
· .25% interest rate reduction for automatically debiting the payment from the student’s checking account when in repayment.

We will begin the Direct Loan program in fall 2008.  All returning students will be required to complete and sign a new Master Promissory Note (if they have a student loan).  You will also need to complete a new federal Parent PLUS loan promissory note if you have borrowed a federal PLUS loan in the past at: https://dlenote.ed.gov/empn/completenew_plus.jsp. We will begin requesting these documents and giving your students the web links immediately, so this can be taken care of promptly.

I will be happy to answer any questions you may have regarding the Direct Loan Program.  I have enclosed a Frequently Asked Questions sheet for your convenience.
Sincerely,
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Cindi P. Reints

Director of Financial Assistance
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