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Title IV Loans Default Management Plan

Goals & Objectives

The goal of the Title IV Loans Default Management Plan is to ensure all students who attend
WCC are educated about the loans offered, Eligibility, Loan Amounts, Loan Disbursements,
Loan Cancellations, Repayment Plans, and Exit Counseling to prevent default loans.

Process Overview

The process of the Waynesville Career Center Title [V Loan Default Management Plan is
included in the attached Default Management Plan.

Procedures and Specific Guidelines

In the attached Title IV Loan Default Management Plan, it specifies all information and
guidelines used in utilizing the loans offered at WCC. It also specifies all appropriate
information needed to ensure the students get the maximum out of their loans they utilize.

Personnel Responsible

Waynesville Career Center Financial Secretary
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Waynesville Career Center does not participate in Alternative Loans or Private Loans.

Loan Application Process

Once a student completes the Free Application for
Federal Student Aid (FAFSA), submits all required
forms to the WCC Financial Aid Office, and re-
ceives a financial aid award notification, s’he may
begin the William D. Ford Federal Direct Loan
process.

The student must begin by completing the Direct
Loan Entrance Counseling and Master Promissory
Note (MPN); both can be completed at:
http://studentloans.gov/myDirectl.oan/index.action

The Entrance Counseling is a session which will
educate the student about the responsibilities of
borrowing a Direct Loan, the amount that can be
borrowed, interest rate information, loan fees, im-
portance of repaying loans, and samples of month-
ly loan repayment amounts.

The Master Promissory Note (MPN) is a legal doc-
ument in which the borrower promises to repay all
loans, accrued interest, and fees to the U.S. Depart-
ment of Education. It also explains the terms and
conditions of a Direct Loan. To complete a MPN
online, the borrower will be required to sign elec-
tronically by using his’/her FAFSA PIN (Personal
Identification Number). To apply for a PIN or to
request a duplicate copy of the PIN, visit:

www.pin.ed.gov.

Once the student successfully completes the En-
trance Counseling session and MPN, the schools
that were listed on each will receive an electronic
confirmation. It may take the school up to 30 busi-
ness days to determine loan eligibility.

Types of Loans Offered

Waynesville Career Center participates in the fol-
lowing Direct Loan Programs:

o  Subsidized—For students that demonstrate
financial need, as determined by FAFSA—No
interest is charged while a student is in school
at least half-time and is eligible for a defer-
ment.

Unsubsidized—Not based on financial need
and interest is charged during all periods,
even during a deferment period.

Eligibility

Waynesville Career Center reviews eligibility for
all loan applicants that have successfully completed
the necessary forms. Eligibility is usually based on
the following:

e  Completion of an Entrance Counseling
Completion of Master Promissory Note (MPN)

Overall student loan debt, including loans re-
ceived from another institution

Overall percentage used, including loans re-
ceived from another college

Progress towards degree or certificate

Progress of financial aid file (must be award-
ed)

Financial need—as determined by
FAFSA

Enrollment status—must be enrolled at least
half-time (6 units) to be considered for a loan

In reviewing a loan application, the Financial Aid
Office staff may use “professional judgment” to
deny a student loan on a case-by-case basis. If ap-
proved/denied a loan, the student will receive a
letter from the financial aid office indicating the
result and explanation.

Direct Loan Qrigination Fees

Subsidized and Unsubsidized Federal Direct Loans
have an origination fee which will be deducted
from the gross amount of the loan borrowed.

Maximum Annual Loan Amounts

The maximum amount a student can borrow each
year in Federal Direct Stafford Subsidized and Un-
subsidized Loans depends on a student’s grade
level, financial need, dependency status (as deter-
mined by FAFSA), educational goal, and total stu-
dent loan indebtedness.
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Waynesville Career Center does not participate in Alternative Loans or Private Loans.

The table below displays the maximum allowable
amount a student may be able to borrow each academ-
ic year in Direct Subsidized and Unsubsidized Loans:

Annual Loan Limit | Subsidized | Unsubsidized
$ 3,500.00 $2.000.00

1st Year

Unsubsidized
$6,000.00

Annual Loan Limit | Subsidized

$ 3,500.00

1st Year

Federal Lifetime Loan Amounts

The U.S. Department of Education limits the amount
of money a student may borrow while attending col-
lege. The table below displays the Federal Lifetime
Loan Limits that are imposed by the U.S. Department
of Education:

Maximum Allowed
$31,000*
$57,500*

$138,500%*

Federal Loan Limits For:

Undergraduate Dependent

Undergraduate Independent

Graduate or Professional

*No more than $23,000 may be subsidized
**No more than $65,500 may be subsidized

Once a student reaches the Federal Lifetime Loan
Limits, s/he is not eligible for any title I'V funding.

Note: The maximum amount of subsidized loan a student can
borrow is 150% of the student’s program of study. For example, if
student is pursuing a two-year program, the student can only get
three years (2 x 1.5 = 3) of subsidized loan.

Loan Disbursements

Loan disbursements are processed and given to the
student in check form. Based on the date the student
completes the loan process, and the student’s financial
need, the loan will be processed 30 days after classes
have started.

Loan disbursements are split into two equal disburse-
ments.

Loan Cancelation

If the student is approved for a loan and would
like the loan to be canceled, the student must
notify the Financial Aid Office in writing. Only
the un-received portion of the loan may be can-
celled.

Information that should be updated

If the student has any of the following changes,
they MUST be updated with the school and with
the Direct Loan Servicing Center:

- Name change

- Address change

- Telephone/Email change

- School change (i.e. transferred)

- Not attending school at least half-time

Exit Counseling

After a student stops attending school at least
half-time, s/he will be required to complete a
loan Exit Counseling. Exit Counseling is an ef-
fective way to prevent defaults and is often the
last opportunity that borrowers have to work
with someone regarding their loans. During the
session, students will be informed of total loan
indebtedness, interest rates, accrued interest,
capitalized interest, loan repayment options, for-
bearance, loan servicer(s), loan consolidation
options, monthly repayment amounts, default
prevention, and identity theft prevention.

Please visit this website to complete your Exit
Counseling:
htips://studentloans.gov/myDirectLoan/
index.action

Loan Repayment

After a student stops attending school at least
half-time, s/he begins to use their “grace period.”
While a student is in grace period, no monthly
payments are required. Grace periods extend
from 6 to 12 months after borrowers stop attend-
ing at least half-time.
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Waynesville Career Center does not participate in Alternative Loans or Private Loans.

The repayment period begins the day after the
grace period ends. First payment will be due with-
in 60 days of the repayment period.

Each loan has only one grace period. If borrowers
return to school after the grace period has expired,
the borrower may qualify for a deferment. How-
ever, the borrower will immediately go back into
repayment once the deferment expires; there is no
additional grace period.

Students are allowed to make payments on their
student loan(s) while they are enrolled in school.
It is always recommended, if possible, that stu-
dents make payments towards the interest being
accrued on unsubsidized loans.

Generally, when repaying student loans, the bor-
rower has several payment plans to choose from.
Repayment plans vary from 10 to 25 years, de-
pending on which repayment plan is chosen.

Types of Repayment Plans:

Standard Repayment: With the standard
plan, you'll pay a fixed amount each month
until your loans are paid in full. Your month-
ly payments will be at least $50, and you'll
have up to 10 years to repay your loans.

Your monthly payment under the standard
plan may be higher than it would be under
the other plans because your loans will be
repaid in the shortest time. For that reason,
having a 10-year limit on repayment, you
may pay the least interest.

Graduated Repayment: With this plan,
your payments start out low and increase
every two years. The length of your repay-
ment period will be up to ten years. If you
expect your income to increase steadily over
time, this plan may be right for you.

Your monthly payment will never be less than
the amount of interest that accrues between
payments. Although your monthly payment
will gradually increase, no single payment
under this plan will be more than three times
greater than any other payment.

Extended Repayment: Under the extended
plan, you'll pay a fixed annual or graduated
repayment amount over a period not to ex-
ceed 25 years. If you’re an FFEL (Federal
Family Educational Loan) borrower, you
must have more than $30,000 in outstanding
FFEL Program loans. If you're a Direct Loan
borrower, you must have more than $30,000
in outstanding Direct Loans. This means, for
example, that if you have $35,000 in out-
standing FFEL Program loans and $10,000 in
outstanding Direct Loans, you can choose the
extended repayment plan for your FFEL Pro-
gram loans, but not for your Direct Loans.
Your fixed monthly payment is lower than it
would be under the Standard Plan, but you'll
ultimately pay more for your loan because of
the interest that accumulates during the long-
er repayment period.

This is a good plan if you will need to make
smaller monthly payments. Because the re-
payment period will be 25 years, your month-
ly payments will be less than with the stand-
ard plan. However, you may pay more in
interest because you're taking longer to repay
the loans. Remember that the longer your
loans are in repayment, the more interest you
will pay.

Income Based Repayment (IBR) Effective
July 1, 2009: Income Based Repayment is
a new repayment plan for the major types of
federal loans made to students. Under IBR,
the required monthly payment is capped at an
amount that is intended to be affordable
based on income and family size. You are
eligible for IBR if the monthly repayment
amount under IBR will be less than the
monthly amount calculated under a 10-year
standard repayment plan. If you repay under
the IBR plan for 25 years and meet other
requirements you may have any remaining
balance of your loan(s) cancelled. Addition-
ally, if you work in public service and have
reduced loan payments through IBR, the re-
maining balance after ten years in a public
service job could be cancelled.
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Waynesville Career Center does not participate in Alternative Loans or Private Loans.

Income Contingent Repayment (ICR)
(Direct Loans Only): This plan gives you
the flexibility to meet your Direct Loans obli-
gations without causing undue financial hard-
ship. Each year, your monthly payments will
be calculated on the basis of your adjusted
gross income (AGI, plus your spouse's income
if you're married), family size, and the total
amount of your Direct Loans. Under the ICR
plan you will pay each month the lesser of:

1. The amount you would pay if you repaid
your loan in 12 years multiplied by an in-
come percentage factor that varies with
your annual income, or

. 20 percent of your monthly discretionary
Income

If your payments are not large enough to cover the
interest that has accumulated on your loans, the
unpaid amount will be capitalized once each year.
However, capitalization will not exceed 10 percent
of the original amount you owed when you entered
repayment. Interest will continue to accumulate but
will no longer be capitalized (added to the loan
principal).

The maximum repayment period is 25 years. If you
haven't fully repaid your loans after 25 years (time
spent in deferment or forbearance does not count)
under this plan, the unpaid portion will be dis-
charged. You may, however, have to pay taxes on
the amount that is discharged.

To learn the different payment plans calculators,
please visit the following websites for a detailed
description:

e  Standard, Extended, and Graduated repayment
calculator: http://studentaid.ed.gov/repay-
loans/understand/plans/standard/comparison-
calculator

Income Based Repayment (IBR) calculator:
http://studentaid.ed.gov/PORTALSWebApp/
students/english/IBR Calc.jsp

Loan Default Prevention

Loan default occurs when a borrower fails to
repay the loan(s) in accordance to the terms and
conditions of the Master Promissory Note
(MPN). There are serious legal consequences
for borrowers that de- fault on student loans.
There are various resources available to bor-
rowers to help prevent loan default. Below is a
list of re- sources available:

Deferment—A postponement of payment
on a loan that is granted under certain con-
ditions, such as returning to school at least
half-time. Contact the lender for further
information.

Forbearance—A period in which monthly
payments are temporarily suspended or
reduced. To qualify for a forbearance, the
borrower must have certain financial hard-
ships.

A detailed list of loan forbearances availa-
ble and their eligibility criteria may be
found by visiting the Direct Loan Servicing
website at: https://studentaid.ed.gov/repay-
loans/deferment-forbearance

Repayment Plan—Changing repayment
plans is a good way to manage loan debt
when financial circumstances change.
There are no penalties for changing a re-
payment plan. Contact the lender for fur-
ther information.

Know What You Owe

The National Student Loan Data System
(NSLDS) has information about your federal
student loan(s). To review your information,
please visit www. nslds.ed.gov. You will need
your:

Social Security number,

First two letters of your last name,

Your date of birth,
Your FAFSA PIN.






