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Loan Servicing (LS)

Loan 
Origination

(LO)

Receive Loan Data - Loans, with 
their associated disbursement and 

participant information, are received 
by the DLSS Interface from LO, LC, 

and COD on a Daily Basis

Loan 
Consolidation

(LC)

Common 
Origination & 
Disbursement

(COD)

Edit and Validate 
the Loan Data - To 

ensure data 
consistency and 

integrity

Direct Loan 
Servicing 
Database

Book 
Loan to

Servicing?

Bookings will reject when Direct 
Loan borrower already has 

greater than 9 packets/accounts.  
Booking record will write to report 

for DLSC to work.

No

Yes

* 1 Welcome Letter 
is sent out each 
week to include 

any disbursements 
received during 

that 7 day period

Initiate Loan Servicing

Data 
Valid and 
Accurate?

Yes

Send XE (error) 
back to sender of 
loan/disbursement 

information

No

Welcome 
Letter* 

generated

MegaRecords
And 

PPYCO
A

Debt
Collection

Management
System
(DMCS)

Loan Booked 
on Servicing

Discharge 
Durability Loan 

Servicing 
Center 

(DDLSC)
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Loan Servicing (LS)
Initiate Loan Servicing

(continued)

A

Receive 
Rehabilitated and 
Recalled Loans 

from DCS

Spreadsheets containing 
Accounts 

and Payment Details

Direct Loan 
Servicing 
Center
(DLSC)

1.  Reverse Claim Payment
2.  Remove Claim
3.  Apply Non-Cash Payments

Borrower Re-
instated on Loan 

Servicing

Receive Loans 
no longer 
eligible for 

discharge from 
DDLSC
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Process Borrower Status Change 
Updates - Received through Student 

Status Confirmation Reports (SSCRs), or 
directly from Students through 

correspondence and telephone calls.  
The Separation Date is the driving force 

in determining grace and repayment 
periods in the system.

Convert Loans to Repayment Status -
Based largely on the graduation date 

and length of the grace period (standard 
is 6 months).  The system automatically 

moves borrowers from…
In-School to In-Grace

In-Grace to Repayment…

Status 1x = In-School, In 
School Military

Status 2x = In-Grace, In 
Military

Status 30 = Repayment -
Current

Status 3x = Repayment -
Delinquent

Status 4x = In Deferment or
Not Fully Disbursed (PLUS)

Status 5x = In Forbearance

Status 6x = In Default or 
Suspense

Status 7x = Transfer to DCS 
Pending or Discharge in 
Progress

Status 9x = Paid-in-Full, 
Discharged, Transferred to 
DDLSC, Transferred to DCS

SSCRs

Process Loan Adjustments

Loan Servicing (LS)
Maintain Borrower/Loan Status

LO/LC/COD/ 
School/ 

Borrower

Convert Loans to In Military 
Status

Borrower

B

Adjustment
Letter

National
Student

Loan Data
System

(NSLDS)
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Validate Deferments and Forbearances -
When requested by the borrower, whether 

through a paper application or online 
submission (www.dl.ed.gov).  The system 
automatically generates the required forms 

and updates status (In Deferment, In 
Forbearance) as required.

Calculate Repayment Schedules -
Based upon borrower selection or 
default:
- Standard
- Extended
- Graduated
- Income Contingent Repayment (ICR)
- Alternate Plans (4 types)

Generate Disclosure Notices -
Whenever the repayment terms are 

changed or the borrower enters 
Repayment.

A borrower is in Repayment-Current
status until they become 1 day 

delinquent. 

Once a borrower reaches 271 days 
delinquent, the status of his/her loans 
is now In Default.  A borrower’s loans 
remain In Default from 271-360 days 

delinquent.

At 361 days delinquent, a borrower’s 
loans are sent to DCS.  This status is 

Transferred to DCS.  Once DCS 
acknowledges the loan, the status 
changes to Transferred to DCS.

Loan Servicing (LS)
Maintain Borrower/Loan Status

(continued)

B

Deferment/
Forbearance
Forms

Disclosure 
Statements

From 1-270 days delinquent, a 
borrower is in Repayment-

Delinquent status.

A borrower will make payments until 
their balance outstanding is $0.  At 
that point, the loan is Paid-in-Full.

Incentives Tracking
(EDA, On-time, etc.)

H

G
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No

Calculate, Accrue, and Capitalize 
Interest - For the purposes of billing 

a Direct Loan borrower on their 
monthly billing cycle (7th, 14th, 21st, 

28th) and in accordance with 
regulations, loans terms, and the 

borrower’s agreement.

Generate Bills - Borrowers can receive bills 
and repay their loans through the following 
methods:
- Monthly paper bills w/ a billing coupon
- Electronic Debit Account (EDA) w/ no 
paper bill
- Electronic Bill Presentment and Payment 
(EBPP)

Assess Late Charges
(planned implementation with 

DLSS FY2002-R1)

Loan Servicing (LS)
Produce Borrower Bills

Borrower on 
Combined 

Billing?

Yes

Borrower 
Enrolled in 
Electronic 

Billing?

Yes

No

Files sent to 
ACS Fulfillment 

Centers

Dallas

Lorton

Southgate

C

Send 1 Paper 
(Manual)/ 
Electronic Bill per 
Borrower

Send 1 Paper 
(Manual)/ 
Electronic Bill per 
Account

F

Utica/
Bakersfield

Borrower
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Loan Servicing (LS)
Produce Borrower Bills

(continued)

Direct or 
Aggregator 

Model?

Direct

Aggregator

C

Bill 
Summary

Bill Summary 
and 

Bill Details

Direct Loan 
Servicing 

(DLS) Web site

Consolidator 
(3rd Party) 
Web sites

Consolidator site 
provides borrower a link 

back to the DLS Web 
site to view Bill Details

Borrower
Bill Summary only
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Receive payments -
From the Lockbox, 
EDA Vendor, and 
DLS Web site, etc.

Apply Payments - Per the 
Statement of Work – Late 
Charges (once assessed), 

Outstanding Interest, 
Principal

Process 
Prepayments

Advance
Next

Pay Due 
Date?

No

Apply 
additional 

amounts to 
Principal

Yes

Loan Servicing (LS)
Process Remittances

Consolidation 
Payoff from 

LC
Lockbox

EDA
Vendor

Schools

No

Manually Process 
(Full or Partial) 

Cash Cancellation

Yes

Process 
Payments – From 
schools for Cohort 

Appeals

$0.00 Bill(s) 
sent to 

Borrower

Child Care 
Provider 
Payment

DLS Web Site 
Direct Payments

Aggregator 
(3rd Party) 
Web sites

Cash 
Cancellation 
Candidate?

Process Address 
Changes and Other 
Exceptions – From 

payment Coupons and/or 
Borrower Request

FFEL 
Consolidation 

(through 
Utica)

D

DCS
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Yes No

Research 
Suspense Items

and Unapplied 
Payments

Adjust and 
Reapply 

Payments

Process 
Overpayments 
and Refunds

Other Outstanding 
Packets/Accounts

Any overpayment will 
be automatically 

applied to the 
borrower’s outstanding 

packets/accounts

Upon payoff, a Refund 
will be issued (after at 
least 15 days) if the 

borrower has no other 
outstanding loans

Loan Servicing (LS)
Process Remittances

(continued)

Treasury-
through 

Accounting

Refund issue to 
borrower/lender*

D

Process 
Misapplied 
Payments

* If Refund < $5.00 
Borrower has to 
request refund.
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Generate Calls and Notices to 
Borrowers - The autodialer 

capability is used to generated 
outbound calls for due diligence 

purposes.  Notices are automatically 
generated to delinquent borrowers at 

prescribed times and intervals.

Notices

– BIL2 payment not yet received 
notice

– PDP2 (30 days)

– PDP4 (60 days) – Reported to 
Credit Bureaus

– PDP5 (90 days)

– PDP6 (120 days)

– PDP7 (150 days)

– PDP8 (180 days)

– BILL (210 days)

– DEMP (240 days final demand 
notice before defaulting at 271 
days)

– DFP3 (300 days, final demand 
notice before transferred to DCS 
at 361 days delinquent)

Processed Returned Mail –
Processed by the DLSC 
Skiptrace Department.  

Returned Mail is processed 
within 15 business days of 

receipt.

Borrower/ 
Endorser/ 
Reference/
Co-maker

Perform Skiptracing Activities - Use of 
credit bureaus, directory assistance, and 

letters sent to known references to 
determine a valid address for a borrower.  

Commences within 10 days of 
discovering valid address is not currently 

available for a borrower on the Loan 
Servicing System. 

Delinquency
Notices

Calls

– 0 to 3 attempts per call queue

– Call and Make-up Queues 
established for borrowers 30-180 
days delinquent (30-day buckets)

– Default Aversion Queues 
established for borrowers 181-
360 days delinquent (30-day 
buckets)

– Queues created for special 
situations, ex:  Promise to Pay, 
Foreign Address, Bad Phone, In 
Suspense, Endorser on Account, 
Busy Phone

Loan Servicing (LS)
Perform Collections and Skip Trace

Processed Returned E-
Mail/Perform E-Mail 

Skiptracing – All returned e-
mail is manually reviewed for 
errors.  Correspondence is 

sent via paper if e-mail is not 
valid.

Schools

Contact Schools – Attempt 
to get schools involved in 

default aversion and 
improving cohort default 

rates.
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Loan Servicing (LS)
Perform Customer Service/Perform Customer Relationship Management

Borrower

Index and Image 
Correspondence –

Essential correspondence 
is imaged, indexed, and 

available online for use by 
the Customer Service 

Representatives (CSRs)

Process Borrower 
Correspondence – Direct 
Loan borrowers send the 

DLSC letters regarding their 
personal situation and 

requesting information on 
payoffs, deferments, 

forbearances and repayment 
options.

Panagon
Voice Response Unit 
(VRU) – Borrowers can 
receive information and 

request servicing 
transactions without 
speaking to CSR.

Direct 
Loan 

Servicing 
Center 
(DLSC) Schools

Cohort Appeals 
Process – Schools 

work with School 
Services group to 

resolve cohort 
appeals.

Direct 
Loan 

Servicing 
System
(DLSS)

Support Exit Interviews – Based on 
each school’s student separation list and 

lead time (30, 60, 90 days), the DLSS 
will automatically produce a package of 
information for each student scheduled 

to graduate.  The package of information 
contains a disclosure statement and 

repayment options.

Respond to Borrower 
Inquires – CSRs provide 

program and account 
information and answer 

borrower questions

Service Borrower Accounts –
CSRs are trained to counsel 

borrowers and apply transactions 
on their behalf (pay plan change, 

enrollment (EBPP, EDA, EC, 
etc.),  re-generate letters, etc.)

Resolve Complaints – Procedures are in place to 
facilitate the resolution of all complaints.  FSA and 

DLSC Management may have to become involved for 
a satisfactory resolution, such as with Escalated 

Issues and/or Congressionals.  The system maintains 
a record of all complaints and resolutions.

Issue Letters – Generate both standard letters 
in response to a borrower’s request for 

information, as well as ad hoc letters for non-
standard inquiries and problems.  Most letters 

can also be generated electronically for 
borrowers enrolled in Electronic 

Correspondence.  With few exceptions, the 
system maintains a record of all letters 

generated.

Borrower and 
Direct Loan 

Correspondence

There are approximately 250 
different bills, statements, notices, 

and letters in the DLSS.

Federal 
Student 

Aid (FSA)

Separation 
Packages 

(SEPX, SEPY)

E-GAIN E-Mail –
Forwards incoming 

email to 
appropriate 

DLSC Department.
CSRs reply to e-mail. 

Borrower
Borrower

3rd parties 
(Legal, etc.)

E

Marketing

DLS Web site –
Website provides Account Information, 

Account Management, Borrower enrollment 
(EBPP, EDA, EC, etc.) a Question Center, 
the ability to Download Forms, and links to 

other useful sites (LC, NSLDS, etc.)
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Loan Servicing (LS)
Perform Customer Service/Perform Customer Relationship Management

(continued)

E

Borrower 
Enrolled in
Electronic

Correspondence?

Yes

No
F

Type of 
Correspondence 
Eligible to Send 
Electronically?

No

Yes

Correspondence
Files

DLS 
Web 
site
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Participant Data – Maintained in the 
Loan Servicing Database

Borrower Data – Demographic Data, 
History of Transactions and 

Interactions.  Data is available for query 
and update by authorized DLSC staff

Endorser and Co-Maker Data –
Maintained at the Account Level for a 

borrower.  Data available for query and 
update by authorized DLSC staff

Reference Data – Maintained at the 
Account Level for a borrower.  Data 
available for query and update by 

authorized DLSC staff

Maintain Loan Program Parameters –
Tables within the Loan Servicing Database 
contain key parameters such as Incentives,  

Interest Rate, Repayment Term, Grace 
Period, etc.

Maintain Institutional Data – All 
participating Direct Loan program institutions 
are stored in the Loan Servicing database.  
Data includes Address and key Point-of-

Contacts information.

Maintain Disbursement Data – 1st, 2nd, and 
all subsequent disbursements (associated 

changes and adjustments) are automatically 
processed and recorded.

Student and Spouse data

Loan Servicing (LS)
Maintain Data

LO/
Borrower/

COD

High Security Transactions – the processing 
of transactions such as account # change, 
deleting accounts, account combine, add 

second SSN to account, etc.

COD

FSA

LO/
LC/COD/

MegaRecords/
PPYCO
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Perform Paid-in-Full Processing –
Accept prepayment of a loan at any 

time without penalty. 

Write-off and Discharge Loan 
Balances – In situations such as, death, 

disability, or bankruptcy where a 
borrower’s loan can qualify for a 

discharge and /or write-off, appropriate 
documentation is solicited.  When 

requested documentation is received, the 
collection activity is suspended, and 
documents necessary to process the 

write-off are sent and processed (upon 
receipt).

Transfer Defaulted Loans to DCS –
Loans 361+ days delinquent are 
transmitted to the Department of 

Education’s Debt Collection System.  DCS 
will service the defaulted loans and return 

any rehabilitated loans.

Generate Overpayment Refunds –
Upon payoff, any overpaid accounts 

are reviewed and refunds to the 
borrower processed.

Loan Servicing (LS)
Terminate Loan Servicing

Discharge 
Disability 

Loan 
Servicing 
Center** 
(DDLSC)

1.  Transmission File* 
2.  Images
3.  Late Adjustments 
(upwards/downwards)

Paid-in-Full
Letter Sent to

Borrower

[Conditional]
Discharge
Application

Letter Sent Notifying 
Borrower of 
Transfer to DCS
(TRF2)

* Transmission file 
must distinguish 

between Re-defaulted 
(RDF) loans and Initial 

Defaults (DEF)

DMCS

** New Servicer

G

H
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Generate DLSS Reports – Reports 
generated on a Daily, Weekly, and Monthly 

Basis in support of DLSC Operations. These 
reports support Financial Reconciliation 

(CF*), Due Diligence Execution (DQ*), and 
other more specialized tasks, such as ICR 

borrower monitoring (BL010.RPT) and Web 
Statistics Report.

Provide Data to Outside 
Agencies/Systems – This includes the 

reporting of defaulted loans to DCS; New 
loans and existing loan updates to NSLDS; 

Student Rosters to the Clearing House; 
and income, waiver, and 1098-E 

information to the IRS. 

Report to Credit Bureaus –
Provide monthly loan information 
to private sector credit bureaus: 
Experian, Equifax, Trans Union, 

and INNOVIS.

MIS and Ad Hoc Reporting –
Predefined queries and reports are 
run against the MIS database in the 
Loan Servicing System (DL School 
Audit files).  There are additional 

query capabilities that can be 
executed against the Loan Servicing 

System by authorized individuals.

DLSS Reports

MIS and Ad Hoc
Reports

NSLDS

Clearing
House

DMCS

Credit 
Bureaus

Internal 
Revenue 
Service 
(IRS)

Loan Servicing (LS)
Generate Reports

BHAR 
(for schools, 
litigation, and 

Due Diligence)

NSLDS Conflict 
Resolution –

Manual Research 
of data conflicts 
in the systems.

System 
Balancing 

(Schedule A) & 
Reconciliation 

Reports

FSADeliverable 
Reports

Credit 
Management 

Data Mart
(CMDM)

Lenders
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Contractual Functions 
supporting Loan Servicing

Maintain Compliance
Project Management
Key Personnel
Production Support
Configuration Management
Software Development
Quality Control and Quality Assurance
Security
Disaster Recovery
Training
Documentation Updates


