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MTSU avoids student loan trouble 
CHRIS BELL 

Managing Editor  
The troubles that have befallen 

a major player in the student loan 
system won't directly affect stu- 
dents at MTSU, according to 
Winston Wrenn, director of fi- 
nancial aid. 

But those problems, along with 
a high loan default rate at some 
schools, may make getting help 
for school harder for everyone, 
Wrenn said. 

This summer, officals with the 
Higher Education Assistance 
Foundation (HEAF), the nation's 
largest guarantor of student loans, 
told the U.S. Department of Edu- 
cation that HEAF did not have 
enough cash to reimburse banks 
when students fail to repay loans. 
Campus officials feared that if 
banks lost confidence they would 
be reimbursed for defaulted 
loans, they would simply stop 
making student loans. 

HEAF, a private non-profit 
agencv based in Kansas, is the 
largest of the 55 guarantee agen- 
cies in the country. It has guaran- 
teed $8.8 billion in student loans 
or more than 17 percent of the 
$51 billion student loans cur- 
rently outstanding [Editor's note: 
see related story]. 

The federal government has 
agreed to a $200 million loan to 
keep HEAF afloat. 

In Tennessee, most student 
loans are guaranteed by the Tenn- 
essee Student Loan Assistance 
Corporation (TSAC), an agency 
set up by the state government. 
It has not reported the type of 

financial troubles that have 
plagued HEAF, but several 
schools here do have large default 
rates. 

According to a report compiled 
by U.S. Rep. Bart Gordon's of- 
fice, several proprietary, or "for 
profit." schools have default rates 
drastically higher than most pub- 

lic schools. These include 
Draughons Junior College in 
Memphis, with a 48.4 percent de- 
fault rate and the Health Care 
Trailing Insitute, also in Mem- 
phis, with a 65.5 percent rate. 
These two schools are also owned 
and/or associated with former 
Deparment  of Education  Em- 

Student loan process detailed 
College Press Service 

The federally guaranteed stu- 
dent loan program has five key 
players: students, schools, len- 
ders, guarantee agencies and the 
U.S. Department of Education. 
Here's how it works. 
A Student Applies for a Loan 

First a student goes to the cam- 
pus financial aid office. There, 
campus aid officials use federal 
guidelines to do a "needs 
analysis." It will determine if the 
student qualifies for a loan and 
how much money the student can 
get. 

Going To the Bank 
If the student qualifies, he/she 

then applies at a qualified lender 
(a local bank or credit union lliat 

meets federal guidelines) for a 
loan. The lender then decides 

whether to make the loan. 
The Guarantee Agency 

Students, however, don't make 
very good credit risks. They typi- 
cally have no credit history to 
show banks they honor their 
debts and they have few assets a 
bank can seize if they fail to repay 
their loans. 

So the federal government, 
hoping to encourage banks to 
help students get money for edu- 
cation, set up agencies to guaran- 
tee banks that they can get their 
money back even if a student bor- 
rower doesn't repay them. There 
are now 55 guarantee agencies in 
the U.S. which are recognized by 
the federal government. 

The agencies keep students, 
school and lenders abreast of fed- 
eral loan regulations and make 
sure, they follow them. 

Where the Money Goes 
When the bank agrees to lend 

the student, say $2,500, it will 
take part of the money as an 
"origination fee," send part of it 
to the guarantee agency as an "in- 
surance" payment and write a 
check to the student for the re- 
mainder. 

The student then uses the pro- 

ceeds to pay his or her tuition. 
The bank pockets the "origina- 

tion fee" to cover its expenses in 
processing the loan and the 
guarantee agency puts the "insur- 
ance" payment into an account to 

Please see HEAF, page 4 

ployees, according to Cordon. 
"Taxpayers deserve to know 

that former Department of Edu- 
cation employees, people who 
were suppose to be preventing 
this kind of .problem a few years 
aog. are now running operations 
with exceptionally high default 
rates," Gordon said. "Without am 
real concern for helping the stu- 
dent make a wise career choice, 
some of these programs look to 
l>e failing miserably to deliver on 
their promise of first-rate training 
and waiting jobs. The people who 
run these schools know better." 

Currently, MTSU has a low tie- 
fault rate, with only about 3.1 per- 
cent of students defaulting on 
their loans. 

But the problems in the system 
will probably affect the way stu- 

dents must apply for loans, ac- 
cording to Wrenn. Tighter con- 
trols on loans will mean tighter 
requirements on loan applica- 
tions. 

"I would anticipate that stu- 
dents will have a few more hoops 
to jump through," he said. "This 
is not good for financial aid in 
general." 

The number of students receiv- 
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THRONEBERRY PROPERTIES 
7 LOCATIONS OPEN DAILY 

OAK PARK 
1211 Hazelwood 
8964470 

Natural landscaping, large garden-style 
jnd townhouse apartments. Fireplace, W/TJ 

Ihook ups, appliances, water furnished. NO 
IPETS. 

BIRCHWOOD 
1535 Lascassas 
896-4470 

Water, curtains, ceiling fan, outside storage 
md all appliances furnished. Small pets 
with deposit. 1 and 2 bedroom available. 

WINDRUSH 
1735, Lascassas 
893-0052 

Country setting. Low electric bills. Studio, 
1-2-3- bedrooms. Small pets with deposit. 

PINE PARK 
1210 Hazelwood 
896-4470 

PARK IV 
2225 E. Main 
896-4470 

HOLLY PARK 
2426 E. Main 
896-0657 

ROSEWOOD 
1606 W. Tennessee 
890-3700 

Convenient to MTSU. Dishwasher, stove, 
refridgcrator, garbage disposal. Water 
furnished. Large kitchen. 1 and 2 bedrooms 
MO PETS. 

Water furnished. 1 and 2 bedroom 
apartments. NO PETS. 

Water furnished. 1 and 2 bedroom 
apartments, townhouscs. NO PETS. 

My Macintosh is more important to me than my car. 
■ I lent my car to my sister. But nobody's taking my Macintosh. 

5 floor plans, exercise room, pool and tenni 
court. Ceiling fans, W/D hookups, 
appliances and drapes furnished 

Joion Jiminon 
B A   Sociology Earl horn Collogo 
M.A. Sociology; Untvortity of Virginia 
Ph.D. Candidate Sociology Univofirty of Chicago 

1 don'i know how anybody gels through college today without 
a Macintosh. Sometimes 1 have so many assignments that I 
barely haw time for sleep. Yet my Macintosh allows me to get my 

work done on time-without making sacrifices. 
"Working on my dissertation and field studies means 

collecting an incredible amount of information 
So jumping from one program to another with ease 
is imperative, as is quickly making chats and graphs. 
By enabling me to do these things. Macintosh 
probably saves me an hour and a half each day. 

".Another great thing about the Macintosh is that 
it makes you feel technically confident. Remember 
putting toys together when you were a kid? 
Who reads thedirectioas? Nobody You look at the 
picture of the bike and you know exactly what 
to do. The Macintosh operates the same way. 

I actually taught a friend to use one in two minutes 
What would my life be like without a Macintosh? 

Scare" 

Come see the Macs at the 

MTSU Computer Technology Show 

October 3 from 9am - 4pm 

Tennessee Room in James Union Bldg 

Why do people love Macintosh"? 
Ask them. 
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