5 Weeks, 5 Months, 5 Years:
A GUlde to Your Next Steps Think About Tomorrow™



Why this session?

A During these times, the information and
resources available to assist you in the
management of your federal education
loan debt are more important than ever.

A Depending on your situation, debt
management assistance could
significantly reduce the overall cost to
you!




Session Objectives

A Understand the debt management tools that
are available to you.

A Ease your worries about the debt burden you
have assumed while in school with money
saving tips

A Learn how to achieve financial wellness by

taking action within the next 5 weeks, 5
months and 5 years!



Education Pays
Private and Public Incomes

Figure 1: Median Earnings and Tax Payments by Level of Education, 2003
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Note: Includes full-time year-round workers age 25 and older.
Sources: L5 Census Bureaw., 2004a, PINC-03; Internal Revenue Service, 2004, Table 3; McIntyre, et al., 2003; calculations by the authors.

The bars in this graph show median earnings af each level of education. The light-colored segwments at the end of the bars represent the average federal, state,
and local taxes paid af these income levels. The darvk-colored segments show after-tax income.
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A word about ASAEeée

A Non-profit institution
A Public purpose mission
A Borrower focused

AChanging the way peopl e
student loan market




ASAOGOS phil osophyeée

AVith the right information at the right time, no
borrower working in good faith should
def ault. o
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Quick Poll

Who believes budgeting is important?

Who always budgets?




Budgeting

How to Budget in 3 Easy Steps

1. Identify how dollars are spent today
2. ldentify all sources of income and amounts
3. Set goals that reflect your true financial picture

WWW.expenseview.com
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http://www.expenseview.com/

Money Leakage

Dinner out every Saturday night:
$1664 per year

One tall Starbucks coffee per weekday:
$910 per year

Wendyds #2 Combo + tax t wi

#2 Classic Double® with Cheese Combo
$587 per year

American

Student
Assistance™




Know What You Owe
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Stafford Subsidized Loan
Stafford Unsubsidized Loan

Perkins Loan
Grad PLUS Loan

A Alternative/Private Loan
A Undergrad borrowing

WWW.NSLDS.ED.GOV




Private Loans

Credit Agencies

A Equifax www.equifax.com

A Experian WWW.experian.com
A Trans Union Wwww.transunion.com

One free report from each agency every 12 months:
www.annualcreditreport.com
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http://www.annualcreditreport.com/

Credit Score Factors

35% Payment History

30% Amount Owed vs. Available Credit
15% Length of Credit History

10% Amount of New Credit

10% Types of Credit

www.myfico.com



http://www.myfico.com/

Get to Know Your Servicer

An entity that enters into a contract with a

program participant to administer any aspect
of its participation in a Title IV program.

The loan servicer Is the company or
Institution that is responsible for your
managing your loan during repayment.

You will make payments to your servicer.



Understand the Benefits

Your loan may have benefits attached:

A Automatic debit
A On-time payments
A Fee rebates




Grace Period

A Stafford Loans i 6 months
A Perkins Loans T 9 months

Grad PLUS does not have a grace period!
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Strategic Repayment

A Have a plan
A Use deferments and forbearances as a tool

A Understand the different repayment plans
A Always pay interest (capitalization)

A Understand Consolidation

A Know Loan Forgiveness options




Have a Plan

A Focus on high interest rate debt first

A Get rid of credit card debt as soon as
possible

A Check for pre-payment penalties
A Understand the value of debt investment
- debt investment calculator



Deferments and Forbearances

A Tools to allow you to temporarily suspend
payments on federal loans

A Deferments require that you meet certain
conditions such as being enrolled in school at
least half time

AForbearances are at t he




Deferments

A Payments may be suspended for period of time

A Must apply for a deferment with servicer

A Must meet eligibility criteria i servicer will determine if you
qualify

Common reasons for deferment:

A At least half-time at eligible school
A Graduate fellowship program

A Rehabilitation training program

A Unable to find full-time employment
A Economic hardship

A Military



Forbearances

A Temporary delay or adjustment to monthly payments (6-
12 months in length)

A Must apply for forbearance with servicer
A Does not adversely affect credit
A Accrued interest will be capitalized at end of forbearance

Common reasons:
A Financial hardship, illness, internships, disasters
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Repayment Options

A Standard Repayment

A Extended Repayment

A Graduated Repayment

A Income-Contingent Repayment (DL only)

A Income-Sensitive Repayment (FFELP

only)
A Income-Based Repayment (July 1, 2009)




Take Advantage of Tax Breaks Now

A You can deduct up to $2500.00 per year in
Interest paid on educational loans.

A Deduction is phased out as annual income
moves over $55,000.00 ($110,000.00 for married
taxpayers filing jointly).

A The deduction is completely eliminated when you

earn more than $70,000.00 annually
($140.000.00 for married taxpayers filing jointly).




Loan Consolidation

http://www.loanconsolidation.ed.gov/

-Could extend your loan term

-Could increase the overall loan costs
-Benefits might be lost

-Your interest rate might go up


http://www.loanconsolidation.ed.gov/

Loan Consolidation

Consolidated: $54,000,
7.375%, 25 years
(300 payments):

Payment: $394.68
Total Payments:
$118,402.50

Unconsolidated: $54,000
(4 loans), 6.8% - 8.5%, 10
years (120 payments/loan):

Payments: $643.37

Total Payments:
$77,204.56



Loan Forgiveness

ATeacher Loan Forgiveness
APublic Service Loan Forgiveness

AAreas of National Need Loan
Forgiveness
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Loan Example

Loan Balance: $80,000.00
Loan Interest Rate: 6.80%

Loan Term: 30 years
Monthly Loan Payment:$521.54

Number of Payments: 360
Cumulative Payments: $187,754.58

Total Interest Paid: $107,754.58
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Loan Example T _Early Repayment

Loan Balance: $80,000.00
Loan Interest Rate: 6.80%

Loan Term: 15 years

Monthly Loan Payment:$710.15

Number of Payments: 180
Cumulative Payments: $127.826.11

Total Interest Paid: $47,826.11

You will save nearly $59,979.00 in interest charges.
This savings translates into a guaranteed, tax-free,
average annual return of 11%.
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Saving tips

A Set specific attainable goals
A Write them down
A Be willing to change your thinking and habits

ADonot iaéyeardelay could cost you nearly
thousands in returns

A Rule of 721 72/return = years it takes to double your
Investment

A Saving is the best way to achieve financial goals
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Savings Calculator

Your monthly deposit of Your monthly deposit of
$250 for 40 years with an ~ $250 for 20 years with an
interest rate of 6.5% interest rate of 6.5%

compounded monthly with compounded monthly with
an initial starting balance of an initial starting balance of

$0: $0:
Final Savings Balance: Final Savings Balance:
$570,904.73* $122,605.23**

*A 6 month delay would cost you $38,731.63.

**To achieve the final balance over 20 years would
require saving more than $1150.00 per month.



NASEL(@) FANNSEZ(@) AN (@) FAWSEZ (@) AN (@) AWK (0) ) A =

American Student Assistance® (800) 999-9080 www.amsa.com
100 Cambridge Street, Suite 1600 (617) 728-4265 FA X
Boston, MA 02114 (800) 999-0923 T D D

), American

Student
Assistance™




