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$tudent Loan$:

How To Be A $mart $tudent
Borrower




Starting with the Basics:

Why do students
borrow!?




How Do Families Pay For School?

Student income and savings

Student borrowing

Parent income and savings
Parent borrowing

Grants and scholarships
Donations from friends and relatives




Why Do Students Borrow’

To cover out- of-pocket expenses.
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If they know the|r living expenses W|II be hlgher than the college estimate.
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Any other reason.
Each student has a different situation. It is up to the student to decide how much she/he
needs to borrow in student loans. Some students may need to borrow extra money for child-
care...etc.

Of course, BE CONSERVATIVE! You want to borrow money if it will help you get

an educatlon, but NEVER BORROW MORE THAN IS NECESSARY'
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NOTE: Student loans are in the STUDENT’S
NAME. After the student graduates, she/he will
have to start making loan payments.

Things To Consider
When Making
Borrowing Decisions:

What career will | pursue?
How much does that
career pay!

Will | be able to work and
make payments on my
loans while | am in school?
Or will | have to wait to
make payments until |
graduate!?

How much money would |
need to borrow? (What is
leftover after adding up

other sources of funding?)

Am | responsible enough
to make my payments on
time until all of my debt is
paid off?




After Calculating Your Financial Need:
Decide How Much You Want To Borrow

How much debt is too much debt!?
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Take into

account these

things How many years wil| you
I need to take oyt student
loans?




Total
| Total Monthly e Monthly Net
| Debt p Income
(When you (When you
graduate) graduate)

Debt-to-Income Ratio

Help With Smart Borrowing

Debt-to-Income
Ratio

When you do this on your
calculator it will come out as

a decimal
EXAMPLE: .I5=15%

The resulting number will be a percentage

Under 15% = RELAX!This is a very manageable amount of debt.

15-25% = BE CAUTIOUS! Borrower may want to consider eliminating some debt.

Over 25% = DANGER! This is a very high percentage of debt! This means you will

be spending 25% of every paycheck on your debt.




4 With an average
|starting salary of
$35,000...

| 5% Debt-to-income
ratio would mean:

Borrowing $5,250 is
very safe

Police officers in IL earn an average
starting salary of about $35,000.

www.myplan.com




Cosmetologlsts Beautmans and Barbers
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Beauticians, barbers, and cosmetologists make
an average starting salary of about $27,000.

www.myplan.com

With an average
|starting salary of

$27,000...

| 5% Debt-to-income
ratio would mean:

Borrowing $4,050 is
very safe

A good resource for finding average salaries for every career




Foren5|c SC|ent|sts

|starting salary of
$55,000...

| 5% Debt-to-income
ratio would mean:

Borrowing $8,250 is

very safe

As a forensic scientist working in the criminal
justice system, you will earn about a $55,000
salary to start out.

www.myplan.com
A good resource for flndlng average salarles for every career




RN (Reglstered Nurse)

| With an average
starting salary of

$60,000...

| 5% Debt-to-income
ratio would mean:

Borrowing $9,000 is

e very safe

If you decide to become a registered nurse
(RN), you will start out making about $60,000.

www.myplan.com

A good resource for finding average salaries for every career




It is important to remember that YOU should be the
one to decide how much debt you are willing to take on.

Your career goals might dictate borrowing more
than the income-to-debt ratio guidelines suggest.

It is okay to borrow what you need as long as you are
making an INFORMED AND INTELLIGENT DECISION.

This just means...
Think about it first. Spend some time

planning your life, and decide what amount
of debt you feel comfortable with based on
where you will be in the future.




s It Possible To “Pay As You Go?”

Example |:

Tuition and Fees: $12,240 (Public 4-yr school)
Minimum Wage:  $8.50
1440 Hours of Work

Approximately 39 weeks (if working full-time)

Example 2:

Tuition and Fees: $3,060 (Community College)

Minimum Wage:  $8.50
BUT...is it

360 Hours of Work possible to
work full-time

Approximately 10 weeks (if working full-time) while you are in
school?




One Important Statistic To

INTEREST!!!

Interest is money paid for
~ the use of money.When
" someone lends you money,
they charge you a fee for
| allowing you to use their
mone
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How is Loan Eligibility Determined?

Federal Student Loans ‘ Private Student Loans |




Student Loan

Loan Application (FAFSA)
Sign Master Promissory Note
Disbursement of Funds
Saving

Grace Period

Repayment Process

Payment of Debt in Full

Process

The Loan
process has 7
phases and a
number of steps
in each phase—
from applying

for financial aid
to paying off a
loan

Life Cycle of a Student Loan




Master Promissory Note

vyou have confirmed your information,
t what you would like to do:

omplete Financial Awareness Counseling
omplete Entrance Counseling

equest a Direct PLUS Loan

omplete Master Promissory Nole
ndorse a Direct PLUS Loan

am not sure (we will ask fou a senes of

yestions o girecs you,

The MPN is a legal document in which a
borrower promises to repay a loan and
any accrued interest and fees

“JComplete Entrance Counseling *

Sign MPN

It also explains the terms and
conditions of a loan (s)

A MPN can be used to make
all Direct Loans during a
student’s college attendance,
if a college chooses to use it
to make multiple loans

If a student prefers to sign a
separate MPN for each loan,
notify the school

Many schools use the
electronic MPN (

* Complete Exit Counseling




Dlsbursement of Funds ‘

Loan Programs

e
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*  Federal Perkins Loan

 Federal Direct Stafford
Loan Program

{eonadn

°*  Federal Direct Plus Loan
Program

 Alternative Loans

A varlety of Ioan optlons are avallable to students and parents



| Federal Subsidized Loans I Federal Unsubsidized Loans

e Doesn’t start accruing
interest until you
graduate!

(accrue = accumulate/add onto)

e Federal loan:you get a

grace period after
- graduation (you don’t have

to make payments yet)

e Very low interest rate ‘

Very low interest rate

Starts accruing interest
as soon as the loan
money is disbursed
(goes to your school)

Federal loan: you get a
grace period after
graduation (you don’t have
to make payments yet)

Choosing Loans:




Complete your

EAFSA early!




Grace Period

“* How long is a grace period?
* Terms can range from immediate payment to a year or more. Common
grace periods are 6 to 9 months after graduation.
“* What does it mean?

* Usually, this means that a student is excused from making payments on a
loan while in school and for several months following graduation.
“* When will a grace period start?
* The grace period may end if a student drops below half-time enrollment or
leaves school without graduating.
“* When will loan repayment begin?
* Loan repayments begin after the end of the grace period.

Student loans often have grace periods, amounts of time during
which a borrower is not required to make payments
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Repayment Process

Federal Perkins Loan (Need-Based Direct Stafford Loan Programs (2014-
Loan) |5 estimates for dependent students):
o Lowe-interest program o Loan maximums range from

$5,500-$7,500 unsubsidized, and
$3,500-$5,500 subsidized

o Maximum depends on your
academic status (freshman,
sophomore, etc..)

Awards based on financial need

Funding is limited; preference given
to students with exceptional need

Criteria may change from year-to-

year based on available funds .
o Loan maximums for students

o
>% interest rate, $5,500 annual whose parents are unable to obtain

max a PLUS loan range from $9,500-
9 month grace period, 10 years $12,500 unsubsidized, and $3,500-
repayment period $5,500 subsidized

Ask the financial aid advisor about your loan eligibility
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Federal Direct PLUS (Credit-Based

Loan)

Loans are not based on demonstrated
need

A loan fee is deducted from each
disbursement

Parents should begin the process early-
as soon as they determine a desire to
borrow

Begin repayment after a loan is fully
paid to a college

Fixed interest rate, annual loan limit is
based on the financial aid deducted
from the COA

Grace period is 60 days, 10 years
repayment period

Alternative/Private Loan Programs

Eligibility for most of these loan
programs is based on:

The creditworthiness of a borrower, and
May require a co-signer

Loans are not subsidized

Interest rates varies

Maximum loan amounts varies

Grace periods vary, private student
loans are not subsidized; may require
payment while still in school

Repayment periods vary; immediately
or soon after disbursement




Payment of Debt in Full

Repayment Options:

A student can choose a repayment plan
or change it at any time after payment
on a loan (s) has begun

Standard Repayment is up to 10 years
Pay As You Earn Repayment: up to 20
years to repay, any outstanding balance
after 20 years of payments is forgiven

Income Based Repayment: up to 25
years to repay, only student’s income
used to determine payments, any
outstanding balance after 25 years is
forgiven

Graduated Repayment: up to 10 years
for repayment

"8| A deferment is an eligible postponement

of payment on a loan, during which
interest does not accrue if a loan is
subsidized. A student may qualify for a
deferment while:

Enrolled at least half-time in an
eligible postsecondary school
Unemployed or meet rules for
economic hardship (limited to 3
years)

Engaged in qualifying active duty
service in the U.S. Armed Forces or
National Guard

A forbearance allows a borrower to
temporarily stop making payments on a
loan

Staying out of Default: There can be any number of reasons why a borrower may not
make payments, but once a certain period of time has elapsed, that non-payment record

will become a part of a borrower’s credit history




Financial Aid Comparison Worksheet

P Usethis worksheetto generdte a side-ky side ¢ omparison of the firancial aid offers y ou have received

Use this worksheet to

_’ linois
H e B8
'5“: Commission

P Toexplore careers and o find ways to plan for, apply to and pay for college, go to www.w hets rexdillinis.ory

compare each of your

When comaidaring college optiors, try ot to rule outany collge simply becawse of coat. Upon completing the firancial aid application process, the financial
aid adninistrators atthe cdleges that you are ¢ ansiderng will ‘package” dl avalablk financial aid options and send them to you for consideration.

financial aid award

be prepared.

O: What does
. » Name of College:
letters! This will hel t eost?
e e rs S I S I e P The COST OF ATTENDANCE What is the cost of attendance?
is an estimate of 3 Tuition &F ees
. . expenses usially houred
you deCIPher WhICh by shadents atterninga Room & Board + + +
college Books & Supplies + + +
. . The EXPECTEDFAMLY Transportation Expenses + + +
schools are giving you the et T e C— +
Tmef?Fg:d Step 1 TOTAL COSTOFATTENDANCE [C OA) = = =
b t d I f . . I I Sfm;[FAFSA}.I?is
eS ea. S N a. n C | a. y. ;’::;V;mﬁi:‘ffo What is your financial need?
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itto distrikute need-kesed Step 3 TOTAL FINANCIAL NEED = = =
But remem bel‘, freil et
. T:r; a;;«;«;;::ea:m: Fiahoiatfid Sources How will your financial
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5
NEED.
be 0 n e Of th e Federal Federal Supplementd Educationa + + +
e Grants Opporturity Grart (FSEOG)
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rs in R
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choosing a school. a4 by -~
mets Scholarships | Other + + +
This sheet will just et i
] FINANG L4L 21D SARRD College Grants & Scholars hips + + +
LEITERS® alorefensilo as Other Grants & Scholarships + + +
OFFERS or PACKAG B —from
help )’OU see )’OU r ﬂ?iﬂfﬁfﬁgﬁiﬂﬁh — ® Total Gift Aid = = =
. . f;:zi:‘“gf;ad":mﬁ'ﬁ Federal Wok-Study + + +
fl nan Ces a I Ittl e finarwial aiL programss listed Federal S ubs wized Stafford
here It b recommendedtiat Student Federal Unsubsidized Stafford + + +
shaderts and parents review Loans Federal P etkirs
b ette r at eac h auald_ letters carefuly, ask Ahtemative Loan
oo, e Parent Loans/PLUS + + +
SChOOI, SO that When Q'WGS your Step 4 TOTAL FINAHCIAL AID OFFER | = = =
L
M . . » What is your out-of-pocket cost?
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t? Total Finansial fid Offer [St_et) 4]
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collegeillinois.org

Proce : S0EE6. 472
Emdl:colegexore@Idcag




This information was compiled
from the following resources...

T
ISAC

lllinois Student Assistance Commission
(800-899-ISAC (4722)

collegezone.com

U.S Department of Education
1-800 4 FED AID
www.FederalStudentAid.gov

“p  Ladder Up
LADDER" 315 4589105

FINANCIAL LIBERATION .
lift@goladderup.org




Fill out your FAFSA again ASAP after January |5

Need More Resources?

www.college.gov ---- The Department of Education College Website
www.myplan.gov ---- Information about careers and salaries
www.chegg.com \

www.amazon.com <€ Buy used textbooks online!
www.ebay.com ;/f

www.half.com

www.scholarships.com ---- Scholarship matching site
www.cappex.com ---- Scholarship matching site

www.FAFSA.ed.gov ---- to fill out your FAFSA



