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DL Principles:  Agenda

• Systems Overview

• Processing Cycle

• Originating Loans

– PLUS loans

• Master Promissory Notes

• Entrance Counseling

• Disbursement

• Exit Counseling

• Reconciliation
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Direct Loan System

Systems involved

COD 

Common record

School’s Financial Aid system

SAIG

TG Mailbox – D/L Data Services and D/L 

Servicing Delinquency Report

G5

Funding – Cash Draws

Return funds
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Originate

DisburseReconciliation

Direct Loan Processing Cycle

MPN
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Ent Cslg

Exit Cslg



• Origination is the Direct Loan 

equivalent of FFEL certification

• Similar to originating Grants in 

COD

- Confirm eligibility

- Determine award/loan amount

- Loan Origination Record sent to COD

Origination
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Origination

Direct Loan Origination

Data is sent in “blocks” of information

 Contains person data + DL Award + anticipated 
disbursement dates and amounts

Data accepted or rejected

 Hard reject

Warning edit
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Origination

Direct Loan Origination 

School transmits Loan Origination Record 
(LOR) to COD

 Loan ID xxxxxxxxxS11Gxxxxx001

 Financial award number 001 

 Via “Common Record” or “Document”

 Document must be formatted in appropriate 
schema

COD sends a receipt

 Customer Service Representative (CSR) will 
email/call for malformed document 
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Origination

Direct Loan Origination

Can be done via batch (Common Record)

COD sends a common record response to 
each submitted document

Online individually 

 All data entered field by field

 Creates loan ID

Web generated response option
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PLUS Loans

PLUS loan requires credit check

Credit decision “stands” for 90 days

Approval linked to submitted loan

DL credit check looks for adverse credit NOT 
credit worthiness - Absence of credit is not 
evidence of adverse credit

Borrower choice of follow-up
 Endorser

 Appeal

 Pass on PLUS loan
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PLUS Loans

PLUS credit check
StudentLoans.gov
Self service
PLUS loan request includes instant credit 

check
eMPN for PLUS borrower
Options for PLUS borrower

• Credit balance
• Amount or up to COA
• Appeal – Endorser – Pass – Don’t Know
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PLUS Loans

PLUS credit check

School process

Written authorization required

Online via COD website
• Instant response

Loan Origination Record (LOR)

Result returned on CR response

Loan can be accepted and built but credit 
reject…edit code #036

11



PLUS Loans
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PLUS Loans
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Master Promissory Notes

eMPN

Borrower driven

Fast and accurate

Viewable/retrievable/printable

Instant data to COD from 

StudentLoans.gov
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Master Promissory Notes
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Master Promissory Notes

All MPNs have a 10-year “life”

Paper and electronic

Status/Expiration returned on response 

file

Actual disbursement within 12 months of 

receipt at COD extends expiration date
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Master Promissory Notes

Multi-year functionality

Can link to any “active” MPN

Single-year functionality

New MPN each academic year

Single loan MPN

Endorsed PLUS loan

MPN status “Inactive” when endorser 

linked to loan
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Master Promissory Notes

Paper MPN

COD can print

Send to borrower

Send to school

School can print

Must mail to processing center

Must print manifest

Responsible for note
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Master Promissory Notes

COD will link incoming LOR to MPN 

with latest expiration date

Loan links to MPN on SSN, DOB and 

first two characters of first name

SYF school must match Direct Loan School 

Code and academic dates 
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Master Promissory Notes

Multiple MPNs on the COD database 

not an issue

COD will reject actual disbursement 

without accepted/linked MPN

Reject edit 081

MPN ID

xxxxxxxxxM11Gxxxxx001

xxxxxxxxxN11Gxxxxx001
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Master Promissory Notes

MPN status/link and expiration date 

returned on LOR response

“A” accepted

“R” rejected or no  MPN on file

“I” inactive

“P” pending note…no LOR on file
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Search for Promissory Notes
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Entrance Counseling
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Studentloans.gov



Entrance Counseling

Entrance counseling required for first-

year, first-time borrower

FFELP counseling will stand for D/L*

Doesn’t have to be ED website/materials

MUST appropriate to loan type/program

SCHOOL determines if counseling is valid 

or not

*Same loan type
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Entrance Counseling
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Export Results to .csv Format



Entrance Counseling
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John David
Xxxxx1234
01/01/1900

12 Happy Lane
Mountain Home, GA 30000
sendtome@gmail.com
(202) 821-3953

mailto:sendtome@gmail.com


Originate

DisburseReconciliation

Direct Loan Processing Cycle

MPN
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Ent Cslg

Exit Cslg



Disbursement

Pending vs. Actual Disbursement

Pending disbursement and date is 
“anticipated” future disbursement and date

Part of LOR

No impact on funding

Disbursement Release Indicator = FALSE

No need to change until ready to disburse 
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Disbursement

Pending vs. Actual Disbursement

Actual disbursement drives funding

Origination fee and upfront instant rebate 
assessed on actual disbursement

Disbursement release indicator = TRUE

Report to COD via CR
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Disbursement Reporting

• Actual disbursement date and amount

– Report as early as 7 days before the actual date 

of disbursement

– Report within 30 days of crediting the student’s 

account

• Interest begins to accrue on actual 

disbursement date reported by school
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Disbursement

Report ACTUAL DATE OF 
DISBURSEMENT AND AMOUNT

Change if necessary

Borrower request

Withdrawal

No-show

Mistake
• Date

• Amount
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Disbursement

“Booked” Loan

Accepted Origination record, MPN and 1st

Disbursement

Binding obligation between borrower and 
ED

BN document type under batch search

System generated file on first actual 
disbursement only

Liability for funds with ED
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Disbursement

Advanced Funded Schools

Current Funding Level (CFL)

Corresponding available balance in G5

Calculate immediate need

Draw funds from G5

Award ID P268K11xxxx

Net amount

NOT student specific 

Flexibility to avoid excess cash
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Direct Loan Reconciliation

The process by which the Direct Loan 

Cash Balance recorded on the 

Department of Education system is 

reviewed and compared with a school’s 

internal records on a monthly basis

Identify and resolve discrepancies

Document reasons for their Ending Cash 

Balance
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Reconciliation

Business
Office

Financial
Aid

Office

COD

G
5
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Tools and Resources

School Account Statement

COD Web site

DL Tools

Student Files

Financial Aid Office Reports

Business Office Reports
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Tools and Resources

COD School Relations Center

Weekly monitoring e-mails

Unsubstantiated cash

30-day reporting monitoring

COD Reconciliation Team

Dedicated reconciliation specialists

Problem solving

G5 assistance
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School Account Statement

Generated on 1st weekend of the month

Contains data through end of previous 

month

Separate School Account Statement for 

each open award year

Different report format options
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The process by which schools complete 
final processing at the end of a Direct Loan 
program year

$0 Ending Cash Balance

$0 Unsubstantiated cash

$0 Unbooked disbursements

* PYCO date July 31st of the year following end of the award year 

Program Year Closeout (PYCO)*
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Program Year Closeout
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July 31 of the year following the award 

year

COD website-balance confirmation screen

No unsubstantiated cash

No unbooked disbursements

No reporting of disbursements, no draws 

of cash, no reports

Reopening the year if necessary
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Balance Confirmation

4141



What To Watch For
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Work rejected data and submit 

corrections immediately

Report accurately and timely

Reconcile each and every month

Close your  Program Year as soon as 

possible – DON’T WAIT UNTIL NEXT 

YEAR!
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Exit Counseling

Exit counseling required when no longer 

attending or drop below half- time

Doesn’t have to be ED website/materials

MUST be appropriate to loan type/program

SCHOOL determines if counseling is valid 

or not

NSLDS NewsLetter #26
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Exit Counseling
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DL Servicing

Slide 45

Contracted 4 additional Servicers for 

incoming volume

ACS (Current Servicer)

Nelnet

Sallie Mae

Great Lakes Education Loan Services

FedLoan Servicing (PHEAA)

COD  generated D/Ls distributed at booking

45



DL Servicing

Slide 46

Default/Delinquency Management

Default management results published

Servicers will partner with financial literacy 

advocacy groups to educate borrowers and 

assist schools 

Each servicer is encouraged to continually 

improve and compete among one another to 

deliver the best results for borrowers, 

schools, and FSA 
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Direct Loan

Patrick Kennedy

U.S. Department of Education 

Federal Student Aid

214.661.5480

Patrick.Kennedy@ed.gov
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Direct Loan
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