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This resource will begin a discussion about practical ways to manage law school debt.

.

Share with the new lawyer tips on creating a reasonable budget. Discuss ways to analyze
and make decisions about spending habits so that the new lawyer can begin to eliminate
debt. The new lawyer may. on his or her own, complete the example budget worksheet
that is attached. Discuss the benefits and possible consequences of consolidating student
loans, including consolidating federal and private loans together and consolidating your
student loans with your spouse’s student loans. If this option interests the new lawyer,
see the attached information from the Federal Consolidation Loans Information Center,
Borrower Services. at United States. Dept. of Education. Federal Student Aid. “Welcome
Burrowers, Schools and Loan Holders to the...Federal Direct Consolidation Loans
Information Center.” www.loanconsolidation.ed.gov and the United States Department of
Education, at United States. Dept. of Education. Federal Student Aid. “Student Aid on the
Web.” Start Here Go Further Federal Student Aid. Dept. of Education, 25 March. 2011.
Web. http://studentaid.ed.gov.

Discuss risks and benefits of different types of loan re-payment options, automatic
withdrawal plans, loan deferment and forbearance and the Student Loan Interest
Deduction for federal income taxes. See the attached Trouble Making Payments page
from the US Department of Education, at United States. Dept. of Education. Federal
Student Aid. “Welcome Burrowers, Schools and Loan Holders to the...Federal Direct
Consolidation Loans Information Center.” Direct Consolidation. Dept. of Education,
www.loanconsolidation.ed.gov.

If the new lawyer has a job in public service, discuss the attached summary of Loan
Forgiveness for Public Service Employees Program taken from — United States. Dept. of
Education. Federal Student Aid. “Public Service Loan F orgiveness.” Start Here Go
Further. Dept. of Education, 16 Feb. 2010. Web.
http://studentaid.ed.gov/PORTALS WebApp/students/english/PSF isp

Talk about the importance of financial planning for the future.

Discuss the following issues concerning responsible financial planning which the new

lawyer should evaluate:
o Plans that allow one to save and invest for both the long and the short term.
© Insurance needs. including life insurance. disability insurance. long term care
insurance, etc.
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» Federal Consolidation Loans Information Center United States. Dept. of Education.
Federal Student Aid. “Welcome Burrowers, Schools and Loan Holders to the...Federal
irect Consolidation Loans Information Center.” Direct Consolidation. Dept. of
Education, n.d. Web. www.loanconsolidation.ed.gov.

e United States Department of Education United States. Dept. of Education. Federal
Student Aid. “Student Aid on the Web.” Start Here Go Further Federal Student Aid.
Dept. of Education, 25 March. 2011. Web. httn:/studentaid.ed.cov.

e Equal Justice Works. Equal Justice Works: Helping Lawyers Help Community. EJW,
2011. Web. http://www.equaljusticeworks.org/.
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Borrower

Schoot Services Loan Holder Services

Borrower Services

— Federal Direct Consolidation Loans
SORROWEK INFO Information Center

Should I Consolidate? '

How Do 1 Senefit? Should 1 Consolidate?

Am I Eligitike?

What Loans Can I Here are some factors you should consider

B hen deciding if lidation is right f
Wow Do LApely? when deciding i consoilidation Is rig or you.

Heow Do I Update or .
Pt est SRS Are your monthly payments manageable? If you have trouble meeting your

bt e tha Swtes of monthly payments, have exhausted your deferment and forbearance options, and/or
My Application? want to avoid default, a Direct Consolidation Loan may help you. Use our online
What are My Rights calculator to find out what your monthly payments would be under each of our

el i e repayment plans.

ADDITIONAL KESOURCES

Uitect Loan Serviciag Too many monthly payments driving you crazy? If you send payments to more
i than one lender every month, and want the convenience of a single monthly

e payment, consolidation may be right for you. With a Direct Consolidation Loan, you
:;:"::::::’“ will have a single lender - the U.S. Department of Education - and a single monthly
Information payment.

Students. Gov

What are the interest rates on your loans? If you have variable interest rates on
your Federal education loans, you may want to consolidate. The interest rate for a
Direct Consolidation Loan is fixed for the life of the Direct Consolidation Loan. The
rate is based on the weighted average interest rate of the loans being consolidated,
rounded to the next nearest higher one-eighth of one percent and can not exceed
8.25 percent. Use our online calculator to find out what your weighted average
interest rate would be if you consolidate with us.

How much are you willing to pay over the long term? Like a home mortgage or
a car loan, extending the years of repayment increases the total amount you have to
repay.

How many payments do you have left on your loans? If you are close to paying
off your student loans, it may not be worth the effort to consolidate or extend your
payments.

-~
k3o g
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BUDGET PLANNING WORKSHEET

Estimated Income Yearly Monthly Estimated Expenses Yearly Monthly
Amount Amount Amount Amount
Salary & Adjustments Housing
Net Salary Federal Rent/Mortgage
{Gross Salary less
FICA/Medicare, Utilities
Tax, and State and Gas & Electricity
Local Tax) Telephone
Water
Non-Taxable Income
AFDC Transportation
Veterans Benefits Bus/Train
Social Security Gas/Maintenance
Other Parking

Other Income

Food & Personal

Interest Income Groceries
Investment Income Clothing
Dining Out

Laundry/Dry Cleaning

Entertainment

Other

Debt Obligations

Student Loans

Car Payment

Credit Cards

Other Loans

Insurance

Car

Rent/Home

Health

Life

Health Care

Deductible/Copayments

BDoctor/Dentist Visits

Prescriptions

Savings

Miscellaneous

. Total Expenses




Borrower Services - Who is Eligible?

Borrower

Services

Shoutd I Consolidate?
How Do I Banelit?
Am I Eligible?

What Loans Can T
Corsofidate?

How Do I Apply?

How Do I Update or
Correct My Application?

What is the Status of
My Apphcation?

What are My Rights
and Responsibilities?

ALMTIONAL RESUOURCES

Direct Loan Serviciag
HSLDS
ED.GOV

Online Calculator

PIN Request &
Irformation

Students.Gov

http://loanconsolida
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CONTACT US

FORMS & PUBLICATIONS | FAQs

CONSOLIDATION HOME | APPLICATION HOME

School Services Loan Holder Services

Barrower Services

Federal Direct Consolidation Loans

Information Center

Am I eligible?

To qualify for a Direct Consolidation Loan, borrowers must have at least one Direct
Loan or Federal Family Education Loan {FFEL) that is in grace, repayment,
deferment or default status. Loans that are in an in-schoo! status cannot be
included in a Direct Consolidation Loan.

NOTE: Borrowers whose consolidation applications are received on or after July 1,
2010 and before July 1, 2011 may qualify to consolidate loans that are in an in-
school status into a Direct Consolidation Loan. Click here for more information and
the eligibility requirements for this temporary provision.

Borrowers can consolidate most defauited education loans, if they make
satisfactory repayment arrangements with the current loan holders or agree to
repay their new Direct Consolidation Loan under the Income Contingent Repayment
Plan.

Borrowers who do not have Direct Loans may be eligible for a Direct Consolidation
Loan if they include at least one FFEL Loan and have been unable to obtain a Federal
Consolidation Loan with a FFEL consolidation lender or have been unable to obtain a
Federal Consolidation Loan with income-sensitive repayment terms acceptable to
them or intend to apply for loan forgiveness under the Public Service Loan
Forgiveness Program.

Borrowers who have only a Direct Consolidation Loan cannot consolidate again unless
they include an additional loan.

NOTE: The Direct Loan Servicing Center has information on the Public Service
Loan Forgiveness Program:.

GLOSSARY | ABOUT CONSOLIDATION | PRIVACY NOTICES | SITE REQUIREMENTS
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Borrower Services School Services Eoan Holder Services

Federal Direct Consolidation Loans

Information Center

Should I Consolidate?
Haw Do I Benenit? How Do I Benefit?
Am I Eligitle?

w y Ca . N . B N
O Direct Consolidation Loans allow borrowers to combine one or more of their Federal

Connolidate?
Mow Do 1Apply? education loans into a new loan that offers several advantages.

How Do I Dpdate o
e ssmndt®Y  One Lender and One Monthly Payment

What is the Status of with only one lender and one monthly payment due for student loans, it is easier

A than ever for borrowers to manage their debt. Borrowers have only one lender, the

What are My Rights. U.S. Department of Education, for all loans included in a Direct Consolidation Loan.

and Respoasibilities?

Y Flexible Repayment Options

:::;‘s‘“" ey Borrowers can choose from multiple repayment plans with varicus term

RS selections to repay their consolidation loan{s}, including an Income Contingent
Repayment and an Income-Based Repayment Plan. These plans are designed to be

PIN Request & flexible to meet the different and changing needs of borrowers. With a consolidation

Information loan, borrowers can switch repayment plans at anytime. If you select the IBR Plan

gt and want to change at a later date, your only option will be the Standard Plan.

Online Calculator

No Minimum or Maximum Loan Amounts or Fees
There is no minimum amount required to qualify for a Direct Consolidation Loan! In

addition, consolidation is free.

Varied Deferment Options

Borrowers with consolidation loans may qualify for renewed deferment benefits. If
borrowers have exhausted the deferment options on their current Federal education
loans, a consolidation loan may renew those deferment options. In addition,
borrowers may be eligible for additional deferment options if they have an
outstanding balance on a FFEL Program loan made before July 1, 1993, when they
obtain their first Direct Loan.

Reduced Monthly Payments

A consolidation loan may ease the strain on a borrower's budget by lowering the
borrower's overall monthly payment. The minimum monthly payment on a
consolidation loan may be lower than the combined payments charged on a
borrower's Federal education loans.

Retention of Subsidy Benefits

There are two (2) possible portions to a consolidation loan: Subsidized and
Unsubsidized. Borrowers retain their subsidy benefits on loans that are consolidated
into the subsidized portion of a consolidation loan.

Temporary In-8choo! Consolidation Authority

During 2 one (1) year period, borrowers who meet certain requirements may
consolidate loans that are in an in-schoo! status into 2 Direct Consolidation Loan.
Direct Consolidation Loans may be made under this temporary provision to borrowers
whose consolidation applications are received on or after July 1, 2010 and before July
i, 2011,

Borrowers will lose the grace period on a FFEL Subsidized/Unsubsidized Stafford
Loan or Direct Subsidized/Unsubsidized Loan by consolidating the loan while it is in
i | status. Similarly, PLUS borrowers who consolidate a Federal PLUS Loan

http://loanconsoelidation.ed.gov/borrower/bbenefit.html 47172011



Borrower Services - How Do | Benefit? Page 2 of 2

2008 will lose eligibility to defer repayment while the student for whom the loan was
obtained is in school.

Click here for information on the eligibility requirements for this temporary
provision.
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CONSOLIDATION HOME | AFPLICATION HOME | FORMS & PUBLICATIONS | FAQs | CONTACT US

Schant Services Loan Halder Services

Borrower Services

Federal Direct Consolidation Loans

Information Center

What Loans Can I Consolidate?
Eligible Loans

The following federal education loans are eligible for consolidation into a Direct
Consoclidation Loan:

Subsidized Loans:

Subsidized Federal Stafford Loans
Direct Subsidized Loans

Subsidized Federal Consolidation Loans
Direct Subsidized Consolidation Loans
Federal Insured Student Loans (FISL)
Guaranteed Student Loans (GSL)

*® & & 8 o

Unsubsidized Loans:

« Unsubsidized and Nonsubsidized Federal Stafford Loans

Direct Unsubsidized Loans, including Direct Unsubsidized Loans (TEACH)
{converted from TEACH Grants)

Unsubsidized Federal Consolidation Loans

Direct Unsubsidized Consolidation Loans

Federal PLUS Loans (for parents or for graduate and professional students)
Direct PLUS Loans (for parents or for graduate and professional students)
Direct PLUS Consolidation Loans

Federal Perkins Loans

National Direct Student Loans (NDSL)

National Defense Student Loans (NDSL)

Federal Supplemental Loans for Students (SLS)

Parent Loans for Undergraduate Students (PLUS)

Auxiliary Loans to Assist Students (ALAS)

Health Professions Student Loans {(HPSL)

Health Education Assistance Loans (HEAL)

Nursing Student Loans (NSL)

Loans for Disadvantaged Students (LDS)

-

5 5 5 & 0 5 5 S e N e

Ineiigible Loans

Some loans are always ineligible for consolidation. While these loans may not be
included in a Direct Consolidation Loan, they may be considered in the calculation of
the maximum repayment period under the Graduated or Extended Repayment Plan,
These include but are not Himited to the following:

Loans made by a state or private tender and not guaranteed by the federal
Primary Care Loans
Law Access Loans

Medical Assist Loans

PLATC Loans

&

® % @ o
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Borrower Services - How Do I Apply?

How Do I Apply?

Page 1 of 1

CONSOLIDATION HOME | AFPLICATION HOME | FORMS & PUBLICATIONS | FAQs | CONTACT US

Barrower Services School Services Loan Halder Services

Federal Direct Consolidation. Loans

Information Center

There are several ways that you can apply for a Direct Consolidation Loan:

Online Web Application - Apply online. Visit our Application and
Promissory Note Home Page.

Express Phone Application - 1-800-557-7392. Apply over the phone if
you have all Direct Loans.

Paper Application

o Downioad & paper copy of the application and promissory note -
including the complete contents of the application package.

OR

+ Request an application package be mailed to you:
o Phone at 1-800-557-7392 BAM to 8PM (EST)
(TDD 1-800-557-7395) or (334) 206-7400 outside USA
o E-mail at loan_consolidation@mail.eds.com

GLOSSARY |

ABOUT CONSOLIDATION | FRIVACY NOTICES | SITE REQUIREMENTS
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Student Aid on the Web

A Consolidation Loan allows you to combine your federal student loans into a
single loan with one monthly payment, which can be significantly lower than
the payment required under the standard 10-year repayment option. Under
the Federal Famity Education Loan (FFEL) Program, banks, secondary
markets, credit unions, and other lenders provide the Consolidation Loans.
Under the William D. Ford Federal Direct Loan (Direct Loan) Program, the
federal government provides the loans.

Most federal education loans are eligible for consolidation. including
subsidized and unsubsidized Direct and FFEL Stafford Loans, SLS, Federal
Perkins Loans, Federal Nursing Loans, and Health Education Assistance
Loans. Private education loans are not eligible. PLUS Loan borrowers (parent
borrowers) also can consolidate their loans.

To obtain a complete list of the federal student loans that can be consolidated

* contact the Direct Loan Origination Center's Consolidation
Department if you're applying for a Direct Consolidation Loan. You
can reach them by calling 1-800-557-7392. TTY users may cafl 1-
800-557-7395. Or visit ioanconsoiidation. ed.aoy.

¢ contact a participating FFEL lender if you're applying for a FFEL
Consolidation Loan.

Eligibility rules - All FFEL and Direct Stafford Loan borrowers are eligible to
consolidate after they graduate, leave school, or drop below half-time
enroliment.

You can also get a Direct Consclidation Loan (but not a FFEL Consolidation
Loan) while you're in school. You must, however, be attending at least half
time and have at least one Direct Loan or FFEL in an “in-school

period.” (Generally, your loan is in an in-school period if you have been
continuously enrolled at least half time since the loan was disbursed.) In
addition, if the school you're attending does not participate in the Direct Loan
Program, at least one of the loans you consolidate must be a Direct Loan.

PLUS loans are eligible for consolidation once they are fully disbursed.

Borrowers who are delinquent or in default must meet certain requirements
before they may consolidate their loans. Contact your loan holder for more
information.

Under FFEL consolidation, if the same holder holds all the loans you want to
consolidate, you must obtain the Consolidation Loan from that holder, unless
you haven't been able to get a loan with income-sensitive repayment terms
that are acceptable to you.

To get a Direct Consolidation Loan, you must consolidate at least one Direct
Loan or FFEL. If you don't have a Direct Loan but you have a FFEL, you must
first contact a FFEL lender that makes FFEL Consofidation Loans to ask
about obtaining a FFEL Consolidation Loan. If you car't get such a loan, or
you can't get one with acceptable income-sensitive repayment terms, and
you're eligible for the Direct Loan income Contingent Repayment Pian, you
can apply for a Direct Consolidation Loan. Note that borrowers with one or
more Direct Loans, including Consolidation Loans, can consolidate under the
FFEL Consolidation Loan Program if they choose.

# you want {0 consolidate during your grace period and you have a Direct
Consslidation Loan, you'f still kesp your grace pericd after you leave school,
fyou have a FFEL Consolidation Loan, you wor't keep your grace pariod. so
1's best fo consolidate near the end of the grace period 0 you keep as much
of it as possible.

Interest rate - The interest rate for FFEL and Direct Consolidation Loans is
set according to & formula established by federsl siatute. The fived rate is
based on the weighted average of the interest rates on the loans at the time
you consolidate, rounded up fo the nearest one-eighth of a percent. The
interest rate does not exceed 825 percent. The consolidation rate is fixed for
the life of the foan, which protects you from future increases in variable rate
loans but prevents you from benefiting from future decreases in variatile
rates.

£
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Student Aid on the Web Page 2 of 2
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on or after July 1, 1998, the 2003-04 Consoiidation Loan interest rate for Las
toans that have entered repayment would be 3.5 percent (down from 4.125 b
percent). To consolidate those same loans during a grace or deferment

period, the rate would be 2.875 percent (down from 3.5 percent). The interest

rate for PLUS Consolidation loans would be 4.25 percent,

The interest rate you would receive. however, depends on which federal
student loans are being consolidated. For example, your rate woutld be higher
if you consolidated a 5 percent Federal Perkins Loan along with a 3.42
percent Direct or FFEL Stafford Loan.

Ontaining a Consolidation Loan - For a FFEL Consolidation Loan, contact
the consolidation department of a participating lender for an application or
more information. (Your parents should do the same thing if they want to
apply for a FFEL PLUS Consolidation Loan,)

For Direct Loans, you (and your parents, for a Direct PLUS Consclidation
Loan) can contact the Direct Loan Origination Center's Consolidation
Department at the Web site given above.

Note that if your parents want to apply for a FFEL PLUS Consolidation Loan,
no credit checks are required. If they want to apply for a Direct PLUS
Consolidation Loan, they are subject to a check for adverse credit history.

Repayment period - Repayment of Consolidation Loans begins within 60
days of the disbursement of the loan. The payback term ranges from 10 to 30
years, depending on the amount of education debt being repaid and the
repayment option you select. Education loans not included in the
Consolidation Loan are considered in determining the maximum payback
period. You may elect to repay your loans under a shorter period than the
maximum allowed.

All the FFEL repayment plans are available to FFEL Consolidation Loan
porrowers. For Direct Consolidation Loan borrowers, most of the Direct Loan
repayment plans are available, except that Direct PLUS Consolidation Loans
are not eligible to be repaid under the Income Contingent Repayment Plan
and might not be eligible for some discharge/canceliation benefits. Check with
the holder of your oan. You can also read more about repayment plan
choices here.

e Foes - Borrowers who consolidate will not pay any application fees
or prepayment penalties.

e Credit checks - Under FFEL Consolidation Loans, no credit checks
are required, even for PLUS borrowers. Under Direct Loan
consolidation, PLUS borrowers are subject to a check for adverse
credit history.

Always Consider the Cost

You should keep in mind that although consolidation can simplify joan
repayment and lower your monthly payment, it also can significantly increase
the total cost of repaying your loans. Consolidation offers lower monthly
payments by giving borrowers up to 30 years to repay their loans. So, you'll
make more payments and pay more in interest. in fact, in some situations
consolidation can double your total interest expense. If you don't need
monthly payment relief, you should compare the cost of repaying your
unconsolidated loans against the cost of repaying a consolidation loan. You
also should 1ake info accourt the impact of iosing any borrower benefits
offered under non-consolidated repayment plans. Borrower benefits, which
may include interest rate discounts, principal rebates, or some loan
cancellation benefits can significantly reduce the cost of repaying your loans.

Once made, Federa! Consolidation Loans cannot be unmade. That's because
the loans that were consolidated have been paid off and no longer exist, Take
the time 1o study your consciidation options before you submit your
application. Th nas been designed fo help you determing whether
id consolidate your loans.

http:/studentaid.ed.gov/PORTALS WebApp/ students/english/consolidationtips.jsp?tab=repa... 4/1/2011



Student Aid on the Web

Consolidation Checklist

if you are considering consolidating your loans, review the steps below 1o see
whether this is the best option for you.

Step 1: Take an Inventory of Your Current Student Loans

For information on your student loans, review your loan documents or contact
your lender or loan servicer. f you are uncertain of your current lenders or
loan servicers, you can find them by going to ww gov

Step 2: Determine Your Monthly Payment Amount
You can find out your payment amounts by calling your lender or foan
servicer, or by checking your account if you are already in repayment.

Step 3: Evaluate Your Monthly Payment Against Your Budget
s Review your monthly income and determine how much of your income
can be used to repay your student loans. This amount should be
based on a realistic review of your personal budget and your
necessary expenses.
e Compare the amount of your income you have set aside for student

loan repayment against the monthly payment amount in Step 2.

e |f your monthly budgeted amount is less than the monthly payment in

Step 2:

o Reevaluate your budget and income situation.

o Consider your repayment plan options, such as the Income
Based Repayment plan, whuch may result in fower monthly
payments (see Repayme rid Calouigions

o Consider deferment or forbes & for short-term payment relief
needs.

o If debt relief needs are long-term, consider consolidation.

Step 4: Consider Consolidation

Decide which loans you would like to consolidate.

e Determine monthly payment and total interest costs for the
Consolidation Loan and compare to cost of repaying loans without
consolidation.

o Use our oniine cafculator or call the Federal Direct Consaolidation
Loans Information Center at 1-800-557-7392 to estimate your
weighted average interest rate and to see what your loan
payments might be under the available repayment plans.

s Consider the impact of consolidation on future deferment options,
cancellation options, and other borrower benefits such as interest rate
discounts or principal rebates. You might lose some cancellation
(discharge) benefits or deferment benefits if you include certain types
of inans (such as Federal Perkins Loans) in your Consolidation Loan.
To learn more about how consolidation might impact your deferment
and canceliation benefits, contact vour lender or loan servicer,

= [f you decide consolidation is right for you, contact the Direct Loan
Consolidation Information Center o begin the consolidation process
You also may read about appiying for 3 consolidation loan on the |

page.

® i you are aiready In repayment, be sure to condinue making payments
on your loans untll consolidation is completed.

« f you have questions about consolidation, go to

r call 1-800-8587-7392 (TDO/TTY: 1-

tast updatedireviswed June 28, 2010
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Student Aid on the Web Page 1 of 2

I you have trouble making your education joan payments, contact
immediately the organization that services your loan. You might qualify for a
deferment, forbearance, or other form of payment refief. it's important fo take
action before you are charged Iate fees. For Federal Perkins Loans, contact
your loan servicer or the school that made vou the loan. For Direct and
FFELSY Stafford Loans, contact your foan servicer. If you do not know who
your servicer is, you can look it up in the U.S. Depariment of Education’s
National Student Loan Data System® (s nigsh,

Note to PLUS Loan borrowers: Generally, the eligibility requirements and
procedures for requesting a deferment or forbearance for Stafford Loan
borrowers also apply to you. However, since all PLUS Loans are
unsubsidized, you'll be charged interest during periods of deferment or
forbearance. If you don't pay the interest as it accrues, it will be capitalized
(added to the principal balance of the foan), thereby increasing the amount
you'll have to repay.

¢ Deferment: You can receive a deferment for certain defined periods.
A deferment is a temporary suspension of loan payments for specific
situations such as reenroliment in sehool, unemployment, or
econormic hardship. For a list of deferments, click hare. You don't
have to pay interest on the loan during deferment if you have a
subsidized Direct or FFEL, Stafford Loan or a Federal Perkins Loarn.
if you have an unsubsidized Direct or FFEL Stafford Loan, you're
responsible for the interest during deferment. Jf you don't pay the
interest as it accrues (accumulates), it will be capitalized (added to
the foan principal), and the amount you have to pay in the future will
be higher. You have 1o apply for a deferment to your loan servicer
{the organization that handles your loan), and you must continue to
make payments until you've been notified your deferment has been
granted. Otherwise, you could become delinquent or go into default.

e [iitary Service Defermant

An active duty military deferment is available to borrowers in the
Direct, FFEL, and Perkins Loan programs who are called to active
duty during a war or other military operation or nationa emergency.
This deferment is available while the borrower is serving on active
duty during a war or other military operation or national emergency
or performing qualifying National Guard duty during a war or other
military operation or national emergency and, if the borrower was
serving on or after Oct. 1, 2007, for an additional 180-day period
following the demobilization date for the qualifying service.

s Post-Active Duty Student Deforment

A Direct, FFEL, or Perkins Loan borrower who is 3 member of the
National Guard or other reserve component of the U.S. Armed
Forces {current or retired) and is cailed or ordered to active duty
while enrolied af least haif-time at an sligible schodl, or within six
moriths of having been enrolled at least hatf-time, is eligible for 5
deferment during the 13 months following the conclusion of the
active duty service, or untll the borrower returms o enrolled student
stalus on at least a half-ime basis, whichever is earfier.

» Economic Hardship Deferment

A Direct, FFEL, oF Federal Perking Loan borrower may qualify for an
economic hardship deferment for a maximum of three years ¥ the
bortower is experiencing soconomic hardship acoording to fsderal
reguiaions. The Loan Deferment Summary Chart shows
Stafioed and Perking Loan deferments for ioans disbursed on or after
Jully 1, 1883, For information on deferments for foans received
before that date. Direct Stafford Loan, FFEL, and PLUS Loan
borrowers should contact thelr loan serviper,

= Forbearance: Forbearance is a temporary postponement or
reduction of payments for a period of time because you are
expenencing financial difficully, You can receive forbearance if
you're not eligible for a deferment. Uniike deferment, whether your
twans are subsidized or unsubsidized, inferest acon < yoer
respongible for e B an hodder can g

http://studentaid.ed.gov/PORTALSW ebApp/students/english/difficulty jsp 4/1/2011
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forbearance has been granted.
Other Forms of Payment Relief

Although you're asked to choose a repayment plan when you first
begin repayment, you might want to switch repayment plans later if a
different plan would work better for your current financial situation.
Under the Federal Family Education Loan Program®, you can
change repayment plans once a year. Under the Federal Direct
Student Loan Program®, you can change plans any time as long as
the maximum repayment period under your new plan is longer than
the time your Direct Loans have already been in repayment. Go to
the % srs section to learn more about

optio vailable to you to repay your loans.

Last updatedfreviewed December 3. 2010

htip:

//studentaid.ed.gov/PORTALS WebApp/students/english/difficult
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Loan Forgiveness for Public Service Employees www FederalStudentAid.ed.gov

February 2009

Service Loan Forgivencss Program?

H}mugi} iha Co 3§<.ge Cost Reduction and Access Act of 2007, Congress created the Public Service Loan Forgiveness Program
to encourage individuals to enter and continue to work full-time in public service jobs. Under this program, borrowers may
qualify for forgiveness of the remaining balance due on their eligible federal student loans afler they have made 120 payments
on those loans under certain repayme;;{ plans while employed full time by certain public service emplovers. Since borrowers
must make 120 monthly payments on their eligible federal student loans beginning after October 1, 2007 before they qualify
for the loan forgiveness, the first cancellations of loan balances will not be granted until October 2017.

This fact sheet summarizes the terms and conditions of the Public Service Loan Forgiveness Program.

What federal student loans are eligible for forgiveness under the Public Service Loan Forgiveness Program?
Any non-defaulted loan made under the William D. Ford Federal Direct Loan Program (Direct Loan Program) is eligible for
loan forgiveness. {See below for information on how non-Direct Loans may be eligible.) The Direct Loan Program includes
the following types of loans-

s Federal Direct Stafford/Ford Loans (Direct Subsidized Loans)

Federal Direct Unsubsidized Stafford/Ford Loans (Direct Unsubsidized Loans)
# Federal Direct PLUS Loans (Direct PLUS Loans) ~ for parents and graduate or professional students
¢ Federal Direct Consolidation Loans (Direct Consolidation Loans)

L

How can other federal student loans qualify for loan forgiveness?

Although loan forgiveness under this program is available only for loans made and repaid under the Direct Loan Program,
loans made under other federal student loan programs may qualify for forgiveness if they are consolidated into a Direct Con-
solidation Loan. However, only payments made on the Direct Consolidation Loan will count toward the required 120 monthly

payments.

The following types of loans may be consolidated into the Direct Loan Program -
¢ Federal Family Education Loan (FFEL) Program loans, which include -
¢ Subsidized Stafford Loans
¢ Unsubsidized Stafford Loans
& Federal PLUS Loans ~ for parents and graduate or professional students
¢ Federal Consolidation Loans (excluding joint spousal consolidation loans)
» Federal Perkins Loans
¢ Certain Health Professions and Nursing Loans

you must also

Fo consolidate a Federal Perkins Loan or Health Professions/Nursing Loan into z’f%’ Direct Loarn Program

solidute at least one FFEL Program loan or Direct Loan. If you are unsure about what kind of loans you have, you can find
ational Student Loan Data System at http.//

formation about your federal student loans in the U.S. Department of Education’s ]

The borrower must ng

he borrower mmust E} z‘zz}i oved g}? tirne Eﬁz}f a pulb Jice organization -
¢ When making the required 120 monthly loan payments (certain repayment conditions apply — see below);
& At the time the borrower applies for loan forgiveness: and

& At the time the remaining balance on the borrower’s eligible loans is forgiven.




5

cnder the this program?

What are the specificloan r lorgives
The borrower must have made 120 separate monthly payments beginning after October 1, 2007 on the Direct Loan
Program loans for which forgiveness is requested. Earlier payments do not count toward meeting this requirement.
Each of the 120 monthly payments must be made for the full scheduled installment amount within 15 days of the due
date

& The 120 required payments must be made under one or more of the following Direct Luan Program repayment plans-
# Income Based Repayment (IBR) Pian {not available to parent Direct PLUS Loan borrowers)
¢ Income Contingent Repayment Plan (not available to parent Direct PLUS Loan borrowers)
¢ Standard Repayment Plan with a 10-year repayment period
+ Any other Direct Loan Program repayment plan, but only payments that are at least equal to the monthly
payment amount that would have been required under the Standard Repayment Plan with a 10-year repay-

ment period may be counted toward the required 120 payments.

For more information about the repayment plans available in the Direct Loan program, please visit: www.ed.gov/DirectLoan.

! {OTE: The Public Service Loan Forgiveness Program provides for forgiveness of the remaining balunce of a
borrower’s eligible loans after the borrower has made 120 payments on those loans. In general, only borrowers who are making
reduced monthly payments through the Direct Loan Income Contingent or Income Based repayment plans will have a remaining
balance after making 120 payments on a loan.

What types of public service jobs will qualify a borrower for loan forgiveness under this program?
The borrower must be employed full time (in any position) by a public service organization, or must be serving in a full-time
AmeriCorps or Peace Corps position. For purposes of the Public Service Loan Forgiveness Program, the term “public service
organization” means -
s A federal, state, local, or Tribal government organization, agency, or entity (includes most public schools, colleges and
universities);
& A public child or family service agency;
A non-profit organization under section 501(c)(3) of the Internal Revenue Code that is exempt from taxation under
section 501(a) of the Internal Revenue Code (includes most not-for-profit private schools, colleges, and universities);
& A Tribal college or university; or
= A private organization that is not a for-profit business, a labor union, a partisan political organization, or an organiza
tion engaged in religious activities (unless the qualifying activities are unrelated to religious instruction, worship
services, or any form of proselytizing) and that provides the following public services -
¢ Emergency management;
Military service;
Public safety;
Law enforcement;
Public interest law services;
Early childhood education (including licensed or regulated health care, Head Start, and state-funded pre-kin

¥ & 9 & %

dergarten);
s Public service for individuals with disabilities and the elderly;
» Public health (including nurses, nurse practioners, nurses

15 and heal

inical setting, and full-time professionals

support occupations);

oD

engaged in health care practioner occupatic

he parent borrower, not the student on whose behalf the loan was ob-

To qualify for forgiveniess of a parent PLU

tained, must be employed by a public service organization.

For more

¢ requirements of the Public Service Loan Fo
his pr : 385.219} that the Ul
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Repayment information

Borrower Grace Periods

After you graduate, leave school, or drop below haif-time enroliment, you
nave a period of time before you have to begin repayment. This "grace
period” will be

e Six months for a Federal Stafford Loan (Direct Loan Program™ or
Federal Family Education Loan (FFEL®Y) Program).

¢ Nine months for Federal Perkins Loans.

PLUS Borrowers—The repayment period for a Direct PLUS Loan begins at
the time the PLUS loan is fully disbursed, and the first payment is due within
60 days after the final disbursement. However, a graduate student PLUS
Loan borrower (as well as a parent PLUS borrower who is also a student) can
defer repayment while the borrower is enrolled at least half-time, and, for
PLUS loans first disbursed on or after July 1, 2008, for an additional six
months after the borrower is no longer enrofled at least half-time. Interest that
accrues during these periods will be capitalized if not paid by the borrower
during the deferment.

Parent PLUS Loan borrowers whose loans were first disbursed on or after
July 1, 2008, may choose to have repayment deferred while the student for
whom the parent borrowed is enrofied at least half-time and for an additional
six months after that student is no longer enrolled at least half-time. Interest
that accrues during these periods will be capitalized if not paid by the parent
during the deferment.

Make Your Payments on Time

Your loan servicer will provide information about repayment and will notify
you of the date loan repayment begins. It is very important that you make
your full loan payment on time either monthly (which is usually when you'll
pay) or according to your repayment schedule. If you don't, you could end up
in default, which has serious consequences (see Default below). Student
loans are real loans—ijust as real as car loans or mortgages. You have to pay
back your student loans.

Get Your Loan Information
The U.S. Department of Education’s National Student Loan Data System™
(NSLDS®M; provides information on your federal loans including loan types,
disbursed amounts, outstanding principal and interest, and the total amount
of all your loans. To access NSLDS, go to www.nisid

fyou re not sufe who yomr loan servicer is, you can look it up on

v or call the Federal Student Ald Information Center at 1-
8(}94 FED-AID (1-800-433-3243; TTY 1-800-730-8913) To see a list of
Federal Student Ald servicers for the Direct Loan Program and for FFEL
rmgrssm Loans purchased by the U.8. Depariment of Education, go to the

¢ page.

Repayment Plans

You have a choice of several repayment plans that are designed to meet the
different needs of mﬁsgsﬁu& borrowers. The amount you pay and the length of
fime to repay vour loans will vary depending on the repayment plan you
choose. Go i for more information about
the varipus repayment pl and 1o caloy r estimated repayment
amount under each of the different plans.

if you have specific guestions about repaying FFEL, Direct, or Perking Loans,
contact your loan servicer. in the case of Perking Loans, your servicer will be
the school mai made the loan. if you don't know who yout loan servicer i, go
o w s {0 find out.

iate you
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First
Disbursed First
between Disbursed First Disbursed
July 1, 2010 between
between July 1,
Loan Type and June July 1, 1998 and June
30, 2011 2006 and 30, 2006
{Direct June 30, !
Loans 2010
Only)
71112008~
6/30/2008: The interest rate
Fixed at is variable
6.8% (adjusted
Direct and FFEL annually on July
Subsidized 7/1/2008- 1st) and will not
Fixed at 6/30/2009: exceed 8.25%.
Loans 45% Fixed at
{Undergraduate ’ o
Students) 6.0% Between
7/1/2010 and
711/2009- 6/30/2011, loans
6/30/2010: in repayment or
Fixed at forbearance
5.6% have an interest
Direct and FFEL rate of 2.47%,
Subsidized and loans in an
Loans (Graduate in-school. grace.
Students) Fixed at Fixed at or deferment
6.8% 6.8% period have a
Direct and FFEL Icwear rate of
Unsubsidized 1.87%.
Loans
Direct PLUS The interest rate
Loans , is variable
(Parent, Fixed at Fixed at (adjusted
Graduate and 7.9% 7.9% annually on July
Professional 1st) and will not
Students) exceed 9.0%.
FFEL PLUS
Loans Between
(Parent, Not Fixed at 71172010 and
Graduate and Applicable 8.5% 6/30/2011, the
Professional interest rate is
Students) 3.27%.

Additional Interest Rate Information:

o To access information on your federal loans including interest rates,

go o wi

effective July 1, 2010, click ¢

Why does the amount of interest | pay vary from month to
month?
Interest accrues on a daily basis on your loans. Factors such as the number
of days between your last payrment, the interest rate, and the amount of your
loan balance defermine the amount of interest that accrues each month,

Youca

Electronic Payment
In some cases, you might be able to reduce your inte
for electronic debiting. To fearm more, go o th

this website.

Trouble Making Payments
i you're having trouble making paymenis on your loans, contact your loan
servicer as soon &s possible. Your servicer will work with vou to determine

the best option for vou, Oplions include:

1

calculate the monthiy interest an your lean by using the

U Sigrn up
t page on

p://studentaid.ed.gov/PORTALS WebApp/students/eng

isted/reviswed Febouary
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then (in limited circumstances} a forbearance allows you {0 temporarily
stop making payments on your loan, temporarily make smaller payments,

or extend the time for making payments.

if you stop making payments and don't get a deferment or forbearance, your
loan could go into default (see Default section below), which has serious
consequences.

Defaulit

if you default, it means you failed to make payments on your student loan
according to the terms of your promissory note, the binding legal document
you signed at the time you took out your loan. In other words, you failed to
make your loan payments as scheduled. Your school, the financial institution
that made or owns your loan, your foan guarantor, and the federal
government all can take action fo recover the money you owe. Here are some

consequences of defaull:

« National credit bureaus can be notified of your default, which will harm
your credit rating, making ithardtobuy acarora house.

o You will be ineligible for additional federal student aid if you decide to
return to school.

s Loan payments can be deducted from your paycheck.

e State and federal income tax refunds can be withheld and applied toward
the amount you owe.

« You will have 1o pay late fees and collection costs on fop of what you
already owe

s You can be sued.

For more information and to learn what actions to take if you default on your
rmhyg aresias & e,

loans, see the Department of Education’s Defaull Resolull

LU

Loan Canceliation (Discharge)
In certain circumstances, your loan can be cancelled/discharged. Read about
canceliation provisions here.

Cancellation and Deferment Options for Teachers

If you're a teacher serving in a low-income or subject-matter shortage area, it
may be possible for you to cancel or defer your student loans. Find out
whether you qualify.

Loan Forgiveness for Public Service Employees

Under the Public Service Loan Forgiveness Program. if you are employed in
a public service job, you may have the balance of your loans forgiven if you
make 120 on-time monthly payments under certain repayment plans after
October 1. 2007, You must be employed full-time in a public service job
during the same period in which the qualifying payments are made and at the
time that the cancellation is granted. The amount forgiven is the remaining
outstanding balance of principal and accrued interest on eligible Direct Loans
that are not in default, For additional details, go fo the | Service Loan

: page on this website.

Pt o = LA

nce Attornsy Studen
F yam (CLAARP)
The Civil Legal Assislance Attornay Student Loan Repayment Program was
establishad o encourage qualified individuals to enter and continue
amployment as civil legal assistance aliomeys. Mote — The 2010 application
process closed August 18, 2010,

Loan Consolidation
A Consolidation Loan aliows you 1o combine your federal student loans o a
single loan. Visit the page o see whether consolidation 18

right for vou,

hitp://studentaid.ed. oov/PORTALSWebApp/students/eng

ish/repaying.isp
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