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Figure 2: Applying for and Repaying an FFELP Loan
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Student provides schaal with financlal Information and school determines loan eligibliity and counsels
student.

Student generally obieins loan applicetion from lander, fills out his or her partion, and forwards I to
school; schoal complates application and forwards It to lender.

Lender provides information to guararty agency; verifies stucent sligibility and agrees to guarantee
loan; lender sends promissary note to student; retums signed nots to kender.

Lender issuss chack to ba sndoread by both school and shudent.
School perindically canfirma bormower’s continued student statug.

Lender bills the Department of Education for Interest subaldy, reports loan origination feas collactad,
and provides summary Information on s guarantead loan partfolle.

Lender bille studert when repayment starte, collects paymerits, and conducts statutery loan collection
services If horrower becomas delinquent or In dafault.

Guaranty sgency reimbursss lender for defuutied loans and receives reinsurance and an
administrative costs allowancs from the Department. The agency alss recelves an Insurance
pramium fram students. The agency pays the Deapartmant a loan relnsurancs fes, sharss collsctions
on defaulted loans, and provides the Deparmentwith summary Information of loans It guarantsed.
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Figure 3: Applying for and Repaying an FDLP Loan
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Student genarally obtains the loan application, fills out his or har portion and forwards it to school.

School determines loan eligibllity and amount, counsels student, and forwards the application to the
Department's loan onigination canter (LOC).

LOG reviews and accapts or rejects loan origination records, promissory notes, and all other related
recards; and when It recelves and accepts the loan ongination record, promissory nobe and
disbursament racord, it “bocks” a borrower's [oan, thus making it an official and permanent
obligation of the bomower.

Student's school account is generally credited by the school.

A sendeer under contract to the Department services the loan during In-schaool, grace, and
repaymaent pariods and parforms and procesess deferments, forebaarances, and certification; as
well as collects the loan.

School periodically confirms bormower's continued studant status.

Servicer notifiez atudent whan disbureaments ara made, contacts borower to datermine choica of
repayment options, bills student when repayment starts, and continues to collect on the loan. if a
barrower defaults, the servicer forwards the loan to the Departrment for further collection efforts.
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