(Office of Financial Aid web page draft)

Direct Lending at MUSC
We are anticipating a mandated change to a different system for processing federal student loans.  Below are some Frequently Asked Questions and answers that may help you should you have any questions or concerns.

Frequently Asked Questions about Direct Lending

What is Direct Lending?

What are the advantages to students with Direct Lending?

Why is MUSC changing to Direct Lending now?

When will MUSC switch to using Direct Lending?

Can I still get my federal loans (Stafford, PLUS, etc)?

Can we select our own lender for federal loans?

I have a private (non-federal) loan. Will this be affected?

Does this affect grants, scholarships, work-study, or other aid?
Will this affect my ability to get a deferment, forbearance, or to consolidate?
What will I, as a student, have to do?

What happens if I don't sign a new promissory note?

What is the Financial Aid office doing to prepare?

Who do I contact if I have concerns or questions?

What is Direct Lending?

There are currently two methods by which federal loans are provided to students: Federal Family Education Loans (FFEL) and Direct Loans (DL).  FFEL loans are issued through banks and DL loans are issued through the federal government.  MUSC and many other schools currently use FFEL.

What are the advantages to students with Direct Lending?

FFEL lending allows students to select which lender they will deal with.  This can be a good thing or a bad thing depending on how confusing you find the process of selecting a lender.  Schools are limited by law in how they can provide guidance in selecting a lender, so some students are frustrated by the process.  Although Direct Lending removes personal choice and competition between lenders, having only a single lender (the federal government) eliminates this frustration. Although more administrative work is involved in DL (schools must perform some of the tasks that banks perform with FFEL) there is an additional benefit to some students since PLUS loans through DL have a reduced interest rate (7.9% vs. 8.5%).

Why is MUSC changing to Direct Lending now?

Direct Lending has been gaining legislative momentum over the past several years.  The US Department of Education wants all schools to change to Direct Lending, and has recently sent a letter to Dr. Greenberg encouraging MUSC to prepare for a legislative mandate to that effect next year.  Furthermore, many banks (Key Bank, Bank of America, etc. ) are exiting the FFEL business in anticipation of this mandated switch and because the federal stopgap funding provided to the lenders from the Department of Education will be discontinued.  Students will have fewer choices regardless of when the legislation is enacted.

When will MUSC switch to using Direct Lending?

MUSC will make the actual switch for financial aid disbursed during the 2010-11 school year.  The 2010-11 year begins May 2010 for programs that have a summer start.  The process of preparing for the switch will take many months and has already begun.
Can I still get my federal loans (Stafford, PLUS, etc)?

Yes.  These loans are still available with Direct Lending.  In fact, PLUS loans will have a lower interest rate (7.9% vs. 8.5%).

Can we select our own lender for federal loans?

Unfortunately, no.  With the federal government as the single lender, students cannot select their own lender.  
I have a private (non-federal) loan. Will this be affected?

Not at all.  You may still use other lenders for private loans.  MUSC will maintain processes to support these types of loans.

Does this affect grants, scholarships, work-study, or other aid?

Not at all.  This change only involves federally funded loans.

Will this affect my ability to get a deferment, forbearance, or to consolidate?

This change will almost certainly not affect your ability to get a deferment or forbearance after graduation.  Equivalent deferment, forbearance, and repayment options are available for both FFEL and DL.  The switch to DL will allow you to consolidate your loans after graduation since the only lender currently willing to provide loan consolidations is the federal government through its Direct Loan Consolidation program.  Please understand that consolidation of loans may not be to your advantage and that you should carefully review the expected results before doing so.
Deferment/Forbearance:

http://www.ed.gov/offices/OSFAP/DirectLoan/postpone.html
Repayment:


http://www.ed.gov/offices/OSFAP/DirectLoan/RepayCalc/dlindex2.html
Consolidation:


http://loanconsolidation.ed.gov/index.html
What will I, as a student, have to do differently?

Students will have to sign new Master Promissory Notes for Direct Lending.  We also encourage you to complete a new on-line “entrance counseling session” where you will gain valuable information about Direct Lending loans.  These will be available early February 2010.  Also, please be prepared. Distributions of refunds may be up to two weeks after the first day of classes.  The Student Accounting Office has advised us that if there are snags in the new process they may not be able to distribute refunds prior to 10-14 days after the start of classes.  For 2010, you may want to set aside a little money from your Spring refund to help bridge the gap just in case.

What happens if I don't sign a new promissory note?

We cannot process Direct Lending fund requests until you have signed a new Master Promissory Note.  Therefore, you will not receive Direct Loans.  These will be available early February 2010.  If you wait until the last minute to sign the new Master Promissory Note, your loans may not arrive before tuition is due and the Student Accounting office may charge you a late fee.

What is the Financial Aid office doing to prepare?

We are learning.  We have contracted with our software vendor to assist us in learning the new processes. We are also attending numerous web-based training sessions and seminars and communicating with others who have made the transition.  It is back-to-school time for Financial Aid staff!
Who do I contact if I have concerns or questions?

You may contact the Office of Financial Aid Services at finaid@musc.edu or 792-2536.  If you have questions regarding billing, fees, or refunds, you may contact the Student Accounting Office.
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