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Introduction
o Student Loans

here are two primary providers of student loans: the
T U.S. Department of Education, which offers a number

of federal student loan programs, and private sector
banks, financial institutions, and commercial lenders, which
offer private loans.

Both federal student loans and private loans require paying
interest and an origination fee on top of the lump sum of loan
money. The origination or activation fee is a one-time charge
that you pay the lender for creating the loan; the interest is a
percentage fee that accumulates over time from the date the
loan money is paid out to you. Federal student loans usually
offer better interest rates and loan terms and conditions than
private loans. For this reason, all government, school, and
private student aid experts advise that you apply for and take
advantage of as much as you can get in federal student loans
before seeking private student loans.

There are several federal loan programs available to both
students and parents, including:

* Perkins Loans for exceptionally low-income students

e Stafford Loans: subsidized and unsubsidized,
for undergraduate and graduate students

* PLUS Loans for graduate students

* PLUS Loans for parents

* Consolidation loans

Federal student loan programs differ from one another
primarily in their eligibility requirements, loan amounts, interest
rates, and the length of time you're given to repay the loans. No
matter which program you enroll in, you'll get the actual mone
through your school’s financial aid office.

After you graduate, a federal consolidation loan will al
to combine multiple student loans into a single loan
monthly payment. B
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in need of assistance with the high cost of a college

T here are many kinds of financial aid available to students
education. In addition to grants and scholarships, there

are several types of federal loans worth considering. A Stafford

loan is a low-interest loan awarded by the U.S. Department

of Education to undergraduate or graduate students pursuing

professional degrees. It doesn’t require a credit check to apply
and is available to a wide range of students, including those f -

who need student loans for bad credit. Unlike grants and
scholarships, Stafford loans must be re-paid by the student,
even if they do not graduate.

SUBSIDIZED VS. UNSUBSIDIZED STAFFORD
LOANS A subsidized Stafford loan is one where the U.S.
Department of Education pays the interest on the loan during
specific times, for instance, while the student is still in school.

In order to qualify for a subsidized loan, a student must

provide proof of their financial need. An unsubsidized Stafford
loan is one where the student re-pays the interest in addition to
the amount borrowed. &

WELCOME TO STUDENT LOANS
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FACTS about Stafford Loans

INT STUDENTS ANNUAL LOAN LIMITS
First Year - $5,500 ($3,500 subsidized/$2,000 unsubsidized)
Second Year $6,500 ($4,500 subsidized/$2,000 unsubsidized)
Third Year and Beyond $7,500 ($5,500 subsidized/$2,000 unsubsidized)

ANNUAL LOAN LIMITS
First Year - $9,500 ($3,500 subsidized/$6,000 unsubsidized)

Second Year - $10,500 ($4,500 subsidized/$6,000 unsubsidized)
Third Year and Beyond - $12,500 ($5,500 subsidized/$7,000 unsubsidized)
Graduate or Professional - $20,500 ($8,500 subsidized/$12,000 unsubsidized)

] LIFETIME LIMITS
Undergraduate Dependant - $31,000 (Up to $23,000 may be subsidized)
Undergraduate Independent $57,500

Graduate or Professional - $138,500 (Up to $65,000 may be subsidized)
- or $224,000 (for Health Professionals)

Stafford Loan Interest RATES

\\

~ SUBSIDIZED RATES UNSUBSIDIZED/ GRAD RATES

2010-11 4.50% 6.80%
2011-12 3.40% 6.80%
2012-13 6.80% 6.80%

NOTE: Current Stafford loan interest rates in effect from 07/01/2010 to 06/30/2011 and graduate Stafford
loans (both subsidized and unsubsidized) have a fixed interest rate of 6.8% through 2013.

Source: www.staffordloan.com d n G
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— StudentAdvisor STAFFORD LOAN PROGRAMS

Stafford Loan Programs

Prior to July 1, 2010, Stafford Loans were available to students via these two programs:

The William D. Ford Direct Loan program is referred to as a
direct loan and the loan is borrowed from and repaid directly to
the Department of Education. Direct loans can be subsidized
or unsubsidized.

The Federal Family Education Loan is referred to as a FFEL
loan. The federal government guarantees FFEL loans but
private lenders provide the funds. FFELs are available as
subsidized or unsubsidized loans and are repaid directly to
the providing lender or bank.

As ofJuly 1, 2010, all Stafford Loans will be borrowed from and repaid directly to the Department
of Education. Private lenders will no longer make FFEL loans.

This new law does not change FFEL loans that students have taken out prior to July 1, 2001,
but does lower the cap on monthly payments -- from the current 15 percent of discretionary
income to 10 percent. This will shorten the repayment window from 25 years to 20.=m

STUDENT LOANS GUIDE « STUDENTADVISOR.COM e 9
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Loans for
Parents

Good news for parents! There is a federal loan especially
for parents of students called the PLUS Loan for Parents. It
allows parents to borrow money to help pay for their child’s
education as long as their child is a dependent, undergraduate
student. The child of these parents must be enrolled at least
as a half-time student attending an eligible school with an
eligible program. The parents will have to provide a credit
history that will impact the likelihood of getting the loan.
Parents can get the PLUS Loan through the William D.
Ford Federal Direct Loan (Direct Loan) program. To get more
information or to apply, call your student’s financial aid office.

Loans
for Grad

Students

Just when you think you're done with school, loans, and the
stress of figuring out how to pay for your education, you decide
to go to graduate school. The PLUS Loan for Graduate and
Professional students is an affordable student aid option.
PLUS Loans are available either through the William D. Ford
Federal Direct (Direct Loan) program.

To qualify for a Grad PLUS Loan you must file a Free
Application for Federal Student Aid (FAFSA) form at your

/)

AN

school’s financial aid office. The FAFSA will be an application for _ ,f' NHIEDL
the maximum loan amount of either a subsidized or unsubsidized F TOEAME
Stafford Loan. To be awarded the loan, applicants must have an i »

acceptable credit history. e
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TYPES OF LOANS

Loans for
Students
with
Exceptional
Financial
Need

The government offers low-interest rates and significant
repayment flexibility with their loans, so getting a federal loan
to help pay for your postsecondary education is a great option!
The Perkins Loan is a federal, low-interest loan available to
both undergraduate and graduate students with exceptional
financial need.

You apply for a Perkins Loan through your school’s financial
aid office, by filing a FAFSA. The loan is federally funded but
you will borrow directly from your school and when you repay
the loan, you will make payments directly to the school as well.
Typically, your school will pay you twice during the academic
year and by check. Sometimes the loan is applied straight to
your school bill.

A Perkins Loan allows you to borrow up to $4,000 an
academic year as an undergraduate, not exceeding $20,000. The
funds are available on a first-come, first-served basis and priority is
given to those students with the greatest financial need. &
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Federal Student
Loan Consolidation

of higher education. When it comes time to repay them,
a federal student loan consolidation may the best choice
for those with multiple loans who want to simplify their finances.
Because it’s difficult to find loans that are more flexible and offer
lower interest rates than federal loans, many students borrow
more than one to cover their school expenses. A federal student
loan consolidation is a loan that will pay off all of your student
loans, leaving you with one monthly payment to a single lender.
Getting behind on loan payments can become problematic
quickly, so consider all of your long and short-term options
regarding repayment of your student loans, including loan
consolidation, carefully. As always, being well-informed and
thorough in your efforts to manage your financial aid is key to a
positive overall experience.

T he U.S. government provides loans to assist with the cost

FACTS TO CONSIDER BEFORE CONSOLIDATING

* Review your loan to determine whether you will lose certain

borrower benefits if you consolidate, such as discounts,
rebates, and discharge and cancellation benefits.

* Consider deferment in the short-term, if possible. Try
working with your lender to postpone repayment.

* Consolidation loans are likely to lower your monthly payment.
However, in the long-term you may increase the total cost of
your loan, paying more interest and over a longer period of
time, extending the loan to 30 years.

* Contact your lender to discuss your options carefully before
consolidating.

BENEFITS OF CONSOLIDATING
If you can meet your lender’s criteria, there may be benefits to
consolidating your loans, including:

* A lower monthly payment

* The ability to make one monthly payment to one single lender
* Receiving a fixed interest rate on Direct loans

* Simplifying your bills, therefore minimizing your
responsibilities and the potential for being delinquent on
your payments

HOW TO CONSOLIDATE A FEDERAL LOAN
The Federal Student Loan Consolidation program is designed to help
students transition from multiple payments to one monthly payment. In
this program, multiple student loans are paid off by the Department of
Education and one new loan is created. Often the monthly payments
are extended; however, the potential for a lower interest rate as well as
the lowered monthly payment attract many debtors.

The application for federal student loan consolidation is

REPAYING YOUR PERKINS LOAN

It is common for students to be given grace periods, during which time you do not have to make payments
on the loan. The grace period for a Perkins Loan is nine months from the time you graduate, leave
school, or decrease your course load to less than a half-time status. After nine months, you must begin
repaying the loan. It is your responsibility to know deadlines when it comes to managing your loan, so
keep in touch with your financial aid office to avoid getting behind on your payments!
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FEDERAL LOAN CONSOLIDATION

available on the Internet. If equipped with all necessary loan
information, the process takes about 20 minutes. Included
on the site is the helpful online calculator feature that allows
you to input all the data of all your loans and calculates an
estimated monthly payment.

HOW TO APPLY

Submit your information for review at www.loanconsolidation.ed.gov,
using the application home tab. After applying, you may print a digital
promissory note that can be signed instantly online, or mailed to
the program within 14 days. You'll receive an email with a toll free
number that you can use to check on the status of your loan

HOW THE PROCESS WORKS

Assessing the Application: Your application is reviewed and,
if necessary, additional information is requested. A promissory
note is mailed if one has not been electronically signed. If
requested information is not supplied within 14 days, the loan
application process is aborted.

Verifying the Loans: After reviewing the application, loans are
verified. Lenders are allowed 10 days to verify the loans by postal
mail, although some are electronically verified.

Processing Repayment Plan: If you, the borrower, selected
Income Contingent Repayment (ICR) Plan or is required to
repay by this method due to a defaulted loan, the Internal
Revenue Service must confirm the accuracy of the information
or the process is slowed with additional requests for borrower
information.

Eradicating Previous Loans: Once these processes have

been completed, previous loans are repaid and summaries are
mailed to the borrower. &

TO LEARN ALL ABOUT THE PROCESS
AND WHAT YOU CAN EXPECT, GO TO:

WWW.LOANCONSOLIDATION.ED.GOV
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Private Student Loans — Be

but it isn't free of charge. Once you've exhausted all the

federal financial aid you're eligible for, you may find that it
just doesn’t cover everything. In this case, you may need to turn
to a private student loan to fund the remaining costs. A private
loan typically comes with higher interest rates and charges, so
you should comparison shop and read all fine print carefully.

Q college degree is an investment in a promising future,

FAFSA FIRST

Your first step in the process of paying for school is filing a FAFSA
to see what kind of federal assistance you are eligible for. Since
grants do not have to be repaid and federal loans and work-
study programs offer more flexibility and lower rates than most
private student loans, you will want to make every effort to receive
federal assistance first. Got FAFSA questions? Download
StudentAdvisor's FAFSA Guide.

BEFORE YOU BORROW

Before you make a commitment with the significant financial
consequences of a private student loan, you want to be as
informed as possible. Consider the following guidelines as you

begin your research into private student loans:

* Know how much you need to borrow. Look at your
own financial situation and figure out how much you will
need to borrow in order to pay for school. Do not borrow
more than you need because debt adds up quickly
and can be overwhelming when not managed carefully
and responsibly.

* Understand the private student loan process. Before
taking out a loan, learn everything you can about the loan
process, including interest rates and any fees you may be
charged. Know what you are getting into before you get into it!

WHAT TO LOOK FOR IN APRIVATE STUDENT LOAN
In addition to the actual amount of the loan, there will be fees
and interest for each loan, adding to the overall amount to be
repaid. When hunting for the best private student loan, you will
be comparing the many that are out there. Here are some tips to
think about in your search:

* Low interest rates are not the only thing to focus on

14 . STUDENTADVISOR.COM * STUDENT LOANS GUIDE
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Smart About Your Decisions

scroll to the bottom of the page for a list of definitions on
StudentAdvisor.com

when choosing a loan. Some loans can have low interest
rates but high fees and vice versa. Finding the right
balance of fees and interest rates is key to finding the most
affordable loan.

* You may not receive the full details regarding loan terms
of certain loans until you submit an application because
students with good credit will likely be offered lower rates
and fees and students with bad credit will likely be offered
higher rates and fees.

* Loans that have different repayment plans should
not be compared to one another. Loans with longer
repayment terms have lower annual percentage rates but
the amount of interest you're charged will increase because
you will be paying the loan back over a longer period of
time. Use the StudentAid’s Loan Analyzer Calculator to
find and compare loans with similar repayment plans.

* Work with a lender who has a good reputation and excellent
customer service. This is a long-term relationship and
significant commitment, so you want to work with the most
reliable and helpful professionals around.

* A cosigner with good credit and a solid credit history
of your own will give you the greatest opportunity to get the
best loans with the best rates.

Going back to college is a worthy investment. Finding the
finances to pay for tuition as well as other possible costs including
transportation, computers, textbooks, and even living expenses is

* Become familiar with the various terms associated | atask requiring considerable preparation, organization and effort.

with private student loans. The more informed you
are, the better choices you will make and the lesser your
financial burden will be in the long run. Click here and

Finding a reasonable private student loan gives you the opportunity
to pay for school with the comfort and security that comes with
knowing you've made a sound, well-informed choice. &
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