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Managing Your Student Loan Debt

8 Strategies
1. Know your loan portfolio T loan types and relative cost
2. Know your grace, deferment and forbearance options

3. Understand the conseqguences of delinquency and
default

Know your decision points and keep a calendar
Know the cost before choosing your repayment plan
Manage your credit wisely

Keep good records

© N o O A

Know your resources
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Know Your Loan Portfolio

A Know what types of loans you have
A Know your lenders

A Know who services your loans
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Buying and Selling of Student Loans

A Your original lender may have sold your loan
AThis means you have a new | oa
A You should have been notified when this happens

A The terms of your loan(s) will not change based on sale
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Subsidized vs. Unsubsidized Loans

Subsidized Loans
A Have no interest cost to you while in school,

A In grace, or during periods of authorized deferment

Example:
Subsidized Stafford Loan

Perkins Loans
Consolidation Loan 7 portion of underlying eligible Sub loans
Loans for Disadvantaged Students (LDS)

Some institutional loans (see promissory note or aid office)
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Subsidized vs. Unsubsidized Loans

A Unsubsidized Loans

A Accrue interest from the time of disbursement

Examples:
Unsubsidized Stafford Loan

Graduate PLUS Loan
Consolidation Loan i portion of underlying Unsub loans

Private Loans
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Finding Your Federal Student Loans

START HERE
.G(') FURTHER .
2 FEDERAL STUDENT AID National Student Loan Data System (NSLDS) for Students

Financial Aid Review Glossary of Terms Browser Information/Setup FAOs Contact Us

N S I. DS STUDENT ACCESS

National Student Loan Data System

Retrieve Your Loan Information

The Mational Student Loan Data Systern (MSLDE) is the LS.
Department of Education's (ED's) central database for student aid.
MELDE receives data frorm schools, guaranty agencies, the Direct
Loan program, and other Department of ED programs. NELDS
Student Access provides a centralized, integrated view of Title [V
loans and grants so that recipients of Title IV Aid can access and
inguire abouttheir Title ¥ loans andfor grant data.

FINANCIAL AID REVIEW

FOlA | Privacy | Security | Motices WhiteHouse.gov | USAgov | ED.gov

National Student Loan Data System

www.nslds.ed.gov

Provides data on your federal student loans; all of your loans should
be listed in this central database.
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Relative Cost of Student Loans

A Interest Rate i what the lender charges you to use their
money

A Capitalization - the addition of accrued and unpaid
Interest to the principal balance of your loan

A Borrower Benefitsi money saving benefits or repayment
Incentives which include an on-time payment
requirement to obtain the benefit and/or retain it after
gualifying, such as loan credits or interest rate reductions
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Interest Rates

In school, Forbearance
Grace and Repayment

Deferment

Stafford Loans 6.8% 6.8%
(disbursed on or after 7/1/06) fixed fixed

Stafford Loans* 3.61% 4.21%

(disbursed between 7/1/98 and 6/30/06) variable variable

Graduate PLUS Loans** 8.5% 8.5%

fixed fixed

Fixed rate based on weighted average interest rate of
underlying loans rounded up to nearest one-eighth of a
percent (capped at 8.25%)

Consolidation Loan

* Variable, changes every July 1 based on the 91-day treasury bill, capped at 8.25%
** The Grad PLUS interest rate for Direct Loans is 7.9%
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Interest Rates

A Perkins, Loan for Disadvantaged Students (LDS) - 5% fixed
A Other private loans i check prom note

A Institutional loans i check prom note
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Capitalization of Interest

A Refers to adding any accrued and unpaid interest to your
principal loan balance, increasing the amount due

A Less frequent the better
A Consider asking family to help with interest

A Capitalization often more frequent during forbearance
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Borrower Benefits

Money-saving borrower benefits or repayment incentives
which included an on-time payment requirement to
obtain the benefit and/or retain it after qualifying were
typically offered to borrowers by lenders during your
time as a student.

Make sure you:

A Find out if borrower benefits exist on your loans by
contacting your | ender or <con

A Research the terms to know & understand eligibility
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Delaying Repayment

A Under certain circumstances, you may delay repayment.
In these cases, you use your grace, deferment &

forbearance options, and you will generally use them in
that order.

A For Stafford loans, repayment begins after your grace

period, which is six months after you graduate or drop to
less than half-time enrollment.
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Grace

A Period of time after you graduate (or drop to less than half-
time) during which you are not required to make payments

A No application required

A Loan specific, varies according to loan i once you use it
compl etel vy, Il t 0OS gone

I Stafford loans enjoy six-month grace period

I Perkins have nine-month grace

A Subsidized loans are interest free to the borrower during
grace

A Unsubsidized loans continue to accrue interest

A Does not adversely impact credit SHIIiEMiI E@
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Deferment

A Period when a borrower who meets certain criteria may
suspend loan payments

A Application required annually

AStafford deferments are Aborr
eligibility is attached to the borrower

A Subsidized loans are interest free to borrower during
authorized deferment periods

T Unsubsidized loans continue to accrue interest

I Does not adversely impact credit
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Common Types of Deferment

A In-School

A Economic Hardship
A Unemployment

A Military
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Economic Hardship Deferment (EHD)

EHD . Borrower has qualified for EHD with another lender and is seeking
Eligibility
Categories

EHD for same time period covered by the established EHD.
Borrower is receiving federal or state public assistance payments.
Borrower is serving as Peace Corps volunteer.

Borrower is working full time but is earning no more than minimum
wage or the federal current poverty income guideline for a family of
two and who meets the prescribed hardship formula.

Borrower is not working full-time and meets the prescribed hardship
formula, based on monthly income and federal student loan
payments.

A Not e: Borrowers who arenot wor Kk

Borrower is working full time and meets the prescribed hardship
formula, based on monthly income and federal student loan
payments.
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Forbearance

A Temporary adjustment (no payments, lower payments) to
repayment schedule in cases of financial hardship

A Application required at least annually

A In general, apply after grace if deferment eligibilities are
exhausted

A In forbearance, interest accrues and capitalizes on all
loans, subsidized and unsubsidized

A Does not adversely impact credit, but may disrupt borrower
benefits

Be careful of use because it adds expense!

Do use to stay out of delinquency and default!
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Forbearance-GradPLUS

Alignment Forbearance for GradPLUS

A Allows you to align your GRAD PLUS loan (which does not
qualify for a grace period) with your Stafford Loans so that
both become due at the same time

A Interest will accrue and capitalize

A This type of forbearance will not interfere with your
borrower benefits the way other types will

A Does not adversely impact credit
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Paying Loans Off Early

A You can prepay your federal student loans with no
penalties.

A Be aware of the relative costs and make payments
towards your unsubsidized loans that have the most
frequent capitalization. This should save you more
money over time.

A Unless otherwise noted, loan payments typically are
applied first toward late fees, then interest, and finally
principal.
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Delinquency & Default

DELINQUENCY

A Failure to make payment(s) when due
A Reported to credit bureaus, affects your credit history

DEFAULT

After 270 days late, servicer assumes you will not pay
Servicer can garnish your wages and tax returns
Servicer can sue, and you are responsible for costs
Collection agencies take over 1 adds to your cost
School can withhold records

Licenses are pulled in a growing number of states

o Do Io Io Do Do I»

Student loans rarely discharged in bankruptcy s . .
allicMae
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Delinquency & Default

Consequences

A Your federal student loans are only canceled if you die
or become totally and permanently disabled. They are
generally not dischargeable in bankruptcy.

Remember: No one wants you to default!

A If you are experiencing any difficulties in repayment,
contact your servicer immediately to make appropriate
arrangements and avoid the consequences of default!
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Loan Repayment Plans

Standard

I Level monthly payments that cover accruing interest and a portion of
principal over 10 year period

I Higher monthly payments

T Lowest overall cost

Graduated:

I Payments start low, increase over time
I Finish in 10 years

I Lower payments that may be as low as interest only for up to four
years followed by standard payments of principal and interest for the
remaining repayment term.

I Higher overall cost - good for early cash flow, but remember cost!
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Loan Repayment Plans

Income Sensitive

I Payments are based on a percentage of your monthly income
I Finish in 10 years (may be extended to 15 years).

I Good for early cash flow, but remember cost!

Extended

I Avalilable to FFELP borrowers who have accumulated more than

$30,000 in federal Stafford, PLUS and Consolidation Loans first
disbursed on or after October 7,1998.

i Repayment term can be nextendedo
I **Most Costly**
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Income Based Repayment (IBR) *NEW**

Effective July 1, 2009

A New for FFELP and FDLP borr ow:
fi nanci al hardshi po.

A Monthly payment based on outstanding qualifying loans
principal balance and household adjusted gross income.

A Qualify if your monthly payment amount exceeds 15% of
the portion of household AGI above 150% of poverty line.

A Negative amortization may occur with this option because
it allows minimum monthly payments to be less than
accrued interest.
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Income Based Repayment (IBR) *NEW**

Effective July 1, 2009

A IBR offers a partial deferment, which includes interest
subsidy for subsidized Stafford loans.

A Payment can never exceed the amount needed to pay off
loan(s) in 10 years; thus, after a while, increases in income
may not affect the payment.

A Unpaid balance left at end of 25 years is forgiven.
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Repayment Comparison

Total Loan Amount $60,000 Loan *
Long-term
Initial Monthly Monthly Total Years in
Payment Payment Interest | Repayment
Standard $690 $690 $22,858 10
Income-sensitive (1 year interest-only) $340 $690 $26,938 11
Graduated (4 years interest-only) $340 $1,017 $29,558 10
Extended (Standard) $416 $416 $64,933 25
Consolidation (Standard) $394 $394 $81,897 30
Cons_olldatlon (Income-sensitive i 1 $344 $394 386,022 a1
year interest-only)
* Examples assume federal Stafford loans with the total loan amount due on the day repayment begins, 6.8% fixed interest rate on non-consolidated loans and 6.875%
interest rate on consolidated loans, no borrower benefits, no pre-payments and no delinquent payments. All payment calculations are estimates only. Your monthly
payment schedule and total payment estimates will vary.
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Repayment Comparison

Total Loan Amount

Standard
Income-sensitive (1 year interest-only)
Graduated (4 years interest-only)

Extended (Standard)

Consolidation (Standard)

Consolidation (Income-sensitive i 1
year interest-only)

$75,000 Loan *

Long-term
Initial Monthly Monthly Total Years in
Payment Payment Interest | Repayment
$863 $863 $28,572 10
$425 $863 $33,672 11
$425 $1,271 $36,947 10
$521 $521 $81,166 25
$493 $493 $102,371 30
$430 $493 $107,527 31

* Examples assume federal Stafford loans with the total loan amount due on the day repayment begins, 6.8% fixed interest rate on non-consolidated loans and 6.875%
interest rate on consolidated loans, no borrower benefits, no pre-payments and no delinquent payments. All payment calculations are estimates only. Your monthly

payment schedule and total payment estimates will vary.
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Repayment Comparison

Total Loan Amount

Standard

Income-sensitive (1 year interest-only)

Graduated (4 years interest-only)

Extended (Standard)

Consolidation (Standard)

Consolidation (Income-sensitive i 1
year interest-only)

$100,000 Loan *

Long-term
Initial Monthly Monthly Total Years in
Payment Payment Interest Repayment
$1,151 $1,151 $38,096 10
$567 $1,151 $44,896 11
$567 $1,695 $49,263 10
$694 $694 $108,222 25
$657 $657 $136,494 30
$573 $657 $143,369 31

* Examples assume federal Stafford loans with the total loan amount due on the day repayment begins, 6.8% fixed interest rate on non-consolidated loans and 6.875%
interest rate on consolidated loans, no borrower benefits, no pre-payments and no delinquent payments. All payment calculations are estimates only. Your monthly

payment schedule and total payment estimates will vary.
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Private Loan Comparison

Loans almost always unsubsidized for life of loan
Usually a ngraceo period bef ol
Forbearance available i usually in 3 month increments

Amounts of forbearance option on private loans will likely
be less than that available on a federal loan.

Repayment terms vary
Choice of repayment plans may be available
Check Promissory Note(s) for details

o Io Do Po  Io Do o I»

Forbearance on private loans is at the discretion of the
lender/servicer - there are no federal guidelines
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Credit Reports

AnnualCreditReport.com

» AnnualCreditReport.com [ » Frequently Asked Question ] P Contact Us

»AboutUs | b Fraud Alert

Request your free annual credit report. Its QUICK, EASY and SECURE.

START HERE to view and print

your credit report now.

| Select Your State v| Request Report

Fight identity theft by monitoring and reviewing your credit report. You may request your
free credit report online, request your report by phone or request your report through
the mail. Free credit reports requested online are viewable immediately upon
authentication of identity. Free credit reports requested by phone or mail will be
processed within 15 days of receiving your request.

This site is sponsored by:

Experian

.
A world of insight

EQUIFAX

P ¢

TransUnion.

© 2008 Central Source LLC
Privacy Policy Site Use Security Policy

What is AnnualCreditReport.com? ,

This central site allows you to
request a free credit file disclosure,
commonly called a credit report,
once every 12 months from each of
the nationwide consumer credit
reporting companies: Equifax,
Experian and TransUnion.

AnnualCreditReport.com is the
official site to help consumers
to obtain their free credit
report.

We guard your privacy.

Please be aware of how you arrived
at this site. To ensure that you are
visiting the legitimate site, type
https:/fwww.annualcreditreport.com
directly into the address bar on your
browser. You will never receive an
email directly from the Annual
Credit Report Request Service,

For further .
information K 3
please read 0
the Security

. VERIFY»
Palicy.
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What is a FICO Score?

ABarometer or figradeo of a per :
repayment behavior.

A Automated credit evaluation instrument used by lenders to
determine what kind of risk they may assume should they
offer someone credit.

A FICO score more likely to go down than up during school.
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Median FICO is 723, Mean Is 692

30%-

[ FICO Score Range

25%-

20%-

18%
15%

15%-

12%

10%-

5%

0/ -
5% 20

0%- -

27%

13%

Source: MyFico.com

up to 499 500-549 550-599 600-649 650-699 700-749 750-799 800+ sa"iﬂmaE@
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Factors Influencing Credit Scores
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