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GUIDING PRINCIPLES FOR NONPROFIT, STATE-BASED, and
STATE-CHARTERED ORGANIZATIONS WHO MAKE EDUCATION LOANS

 
This document is intended to serve as a guiding statement for nonprofit, state-based, and state-chartered organizations 
that make loans to cover educational expenses, outlining general principles which promote borrower success. A state-
based education loan program is defined as an education loan program that is provided by a state agency, state authority, 
or nonprofit organization, separately, or jointly; makes loans not funded, insured, or guaranteed by the federal government; 
and is authorized, established, or chartered by state statute or otherwise approved by the state. Through the application of 
these guiding principles, borrowers will be able to expect a high level of accountability from nonprofit, state-based, and state-
chartered organizations that make education loans, including timely and accurate responses to inquiries and complaints. 

Student Support and Outreach Programs

Nonprofit, state-based, and state-chartered education loan organizations serve as trusted guides, assisting students and 
their families in navigating postsecondary education options and offering free services related to accessing and paying for 
postsecondary credentials. To this end, EFC members that make education loans should:

	` �Offer and/or partner with K12 schools and other organizations in their state that offer FAFSA completion assistance and 
information on financial aid options and processes, including assistance with understanding financial aid offers.

�ISL provides direct support for ICAN which offers FAFSA completion assistance to students across the state. This 
assistance includes use of our award letter tool, the College Funding Forecaster, and other smart borrowing tools. ISL 
also offers information on financial aid options and processes through regular public blog posts at  
www.IowaStudentLoan.org/Articles.  

	` �Provide financial literacy education in coordination with local education agencies and employers, which may include 
information about projected salaries and return on investment for specific degree and certificate programs.

�Through its suite of online smart borrowing tools, more specifically the Return on College Investment or ROCI Tool, 
ISL provides students with specific salary and return on investment information for hundreds of jobs, and ways to 
prepare for a financially beneficial career path. 

	` �Assist borrowers and their families with managing the repayment of any loans taken out through the organization; this 
assistance should be provided within the context of all education debt held by the borrower and their family.

�ISL has a customer-focused call center with staff who utilizes a counseling approach when assisting borrowers to 
provide repayment options and information in a clear manner most applicable to the individual’s situation. Detailed 
information about repayment options is also available on our website. To help inform borrowers of their total 
education debt with ISL before repayment begins, we send an annual letter to borrowers who are in various ‘not 
active in repayment’ statuses.

	` �Provide and/or partner with in-state organizations that provide services and specific outreach to historically marginalized 
students.

ISL accomplishes this through our support for ICAN and its outreach efforts to minority populations. In addition, 
support for underserved populations is provided in collaboration with local programs, including University of Iowa 
REACH (Realizing Educational and Career Hopes) for students with intellectual, cognitive and learning disabilities, 
the By Degrees Foundation which encourages underserved students to continue their education beyond high 
school and Al Exito, the only statewide nonprofit organization in Iowa dedicated to advancing the educational 
achievement and transformative leadership capacity of Latino/a youth and their families. 



ENCOURAGE SMART & RESPONSIBLE BORROWING 

Nonprofit, state-based, and state-chartered education loan organizations encourage families to make the best possible decisions 
for their individual circumstances. To this end, EFC members that make education loans should:

	` �Encourage students to exhaust their grant and scholarship aid, Federal Direct Stafford Loans and Federal Direct 
Unsubsidized Stafford Loans, and available family resources before taking out any other type of in-school loan.

�ISL provides detailed information regarding the benefits of exhausting all other sources of aid prior to utilizing 
private education loans within all loan applications, online and within marketing materials. One specific message, 
bolded within the web copy, is: ISL Education Lending’s Partnership Advance Education Loan® (Partnership Loan) 
is designed to supplement — not replace — other sources to fill funding gaps for students and parents. Students 
and parents should work with financial aid professionals at their respective colleges and universities to explore and 
exhaust all sources of student financial aid before seeking a Partnership Loan.

	` �Educate families on how Federal Parent PLUS Loans differ from Federal Stafford Loans, including that Parent PLUS Loans 
lack access to income-driven repayment plans and forgiveness programs, the loans are the responsibility of the parent, and 
they have higher fees and interest rates than other federal student loans.

	� ISL Education Lending provides information on how Federal PLUS Loans differ from Federal Stafford Loans in our online 
parent loan application, within marketing materials and in educational articles to help make families aware of the two 
programs as well as the differences.

	` �Clearly communicate the pros and cons of refinancing a federal loan into a non-federal loan, including the loss of federal 
benefits.

		�  Before refinancing federal loans, we inform borrowers that they need to understand and weigh the benefits afforded to 
federal loans that would be lost by refinancing to a private loan.

	` �For private in-school loans, require that schools certify the enrollment, cost of education, and financial aid of each borrower 
to avoid unintentional over-borrowing. 

�All private student loans offered by ISL require school certification.

	` �Advise students and families to borrow only the amount they need. Selecting and paying for college is a family decision 
and, as such, the student and family need to understand the total cost of the college selected. Family members borrowing 
on behalf of a student or cosigning a student loan should be counseled to understand their rights and responsibilities in 
regard to repaying education loan debt.

�As part of all ISL private loan applications, both students and parents or cosigners are required to complete targeted 
versions of the online Student Loan Game Plan tool. The Student Loan Game Plan provides the guidance outlined 
above, in addition to other financial literacy tips and information.



AFFORDABLE LOAN TERMS & REPAYMENT OPTIONS 

Nonprofit, state-based, and state-chartered education loan organizations offer low-cost loans with transparent terms. To this end, 
EFC members that make education loans should:

	` Offer a low-interest rate loan, including a fixed rate option, and no origination fee.

�ISL’s Partnership Loan offers fixed interest rates options with no origination fees. 

	` �Prominently disclose the annual percentage rate, financing costs, total cost of the loan, and other terms and benefits to the 
borrower prior to loan origination.

ISL provides complete eligibility and underwriting information online to help students and families make informed 
decisions. Applicants and their cosigners can pre-qualify for our loans on our website, with no impact to credit, to see 
the exact rates they may be eligible for before starting an application.

	` �Offer one or more flexible repayment options to meet the needs of families’ varying financial situations and allow borrowers 
to prepay without penalty. 

�The Partnership Loan offers immediate repayment, interest-only payment and deferred payment options. The 
Partnership Loan includes 10-year and 15-year principal and interest repayment periods and a six-month separation 
period for interest-only and deferred payment plans. 

	` �Proactively communicate with borrowers and cosigners to inform them of their rights, responsibilities, and repayment 
options.

�This information is available online for viewing prior to loan application. A dedicated call center is available to provide 
information for interested individuals prior to application regarding responsibilities and repayment options.

	` Explore partnership opportunities to assist borrowers in paying down their education loan debt.

	� ISL educates borrowers online with various articles that have tips to help pay down education loan debt. In addition, as 
part of all ISL private loan applications, borrowers complete Student Loan Game Plan, which provides tips for reducing the 
amount to borrow. At the end of the tool and before the loan application is complete, borrowers are asked if they want to 
reduce their loan amount requested.

HELP FOR BORROWERS IN DISTRESS 

Nonprofit, state-based, and state-chartered education loan organizations should work closely with borrowers experiencing 
personal hardship or financial difficulties to offer guidance and assistance. To this end, EFC members that make education loans 
should:

	` �Proactively make every reasonable effort within existing laws and regulations to contact private student loan borrowers 
who are behind on their payments to assist them with getting their loans out of delinquency. Strategies to help borrowers 
may include but are not limited to a short deferment or forbearance, a temporary reduced payment plan, and refinancing 
options. 

	� ISL takes an early and proactive approach to reaching past due borrowers and cosigners. Letters and phone calls begin 
between five and seven business days in an effort to remedy the delinquency as quickly as possible.  We recognize each 
situation is unique, so our customer service representatives are trained to provide options to align with the borrower’s 
current and long-term financial situation. Options include assistance, temporary reduced payments, different repayment 
plans, or discussing refinancing options.



	` �Forgive the loan(s) for a student borrower who is the beneficiary of the loan proceeds who dies or becomes totally and 
permanently disabled after the full disbursement of the loan, and proactively inform borrowers and/or family members 
who are eligible for forgiveness. If the loan of a deceased or totally and permanently disabled student borrower has a 
cosigner, the cosigner should be released from the obligation and the loan forgiven.

		
		�  In the unfortunate event of a borrower’s death or qualifying total and permanent disability, ISL will always forgive the 

loan and not require cosigners or the borrower’s estate to satisfy the loan obligation. 

		�  If a cosigner suffers a qualifying total and permanent disability, ISL will release the cosigner from his or her obligation. In 
the event of a cosigner’s death or qualifying total and permanent disability, the borrower will not be required to find a 
new cosigner for an existing loan.

	` �Adhere to their long-standing practice of not accelerating or placing a good-standing loan in auto default due to a 
cosigner’s death or bankruptcy filing.

	� ISL does not call for auto-default if the cosigner dies. In the unfortunate event of a cosigner’s death, we will remove the 
cosigner from the loan and not require the cosigner’s estate to satisfy the loan obligation.

	� If a cosigner declares bankruptcy, any collection activities and contact with the cosigner is temporarily paused for the 
cosigner. Once the bankruptcy is discharged, standard communications and any collections would resume with the 
party.

	` �Whenever possible, work with individual borrowers who have defaulted on their loans, or who are experiencing long-term 
financial hardship, to modify their repayment plan to help the borrower return to, and stay on track with, their repayment 
and mitigate the negative consequences of default.

�As part of ISL’s counseling approach, struggling borrowers are offered alternative payment arrangements.  

	` �In the event that collection activities are employed, charge only those collection fees that are reasonable in relation to the 
cost of collecting the debt.

	 ISL does not charge collection fees.

The EFC is the national trade association representing nonprofit and state-agency student loan organizations. EFC members are 
driven by public-purpose missions to expand borrowers’ financial knowledge, prevent over-borrowing, and promote positive 
repayment behavior.  To learn more, visit www.EFC.org.

This document is subject to be updated based on changing market conditions.
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