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Subsidized Loans

The interest on these loans is paid by the government until the borrower graduates or has left school and reaches the end of their grace period.  Interest that accrues in any subsequent period where the loan is in deferral or forbearance is also paid by the government. Qualifying for subsidized loans is based on financial hardship.

Unsubsidized Loans

Interest begins to accrue immediately and can be capitalized at the end of the grace period.  These are not based on need and are referred to as guaranteed student loans.
Grants
A grant is a financial award given by the federal, state or local government to an eligible grantee. Government grants are not expected to be repaid by the recipient. Grants do not include technical assistance or other forms of financial assistance such as a loan or loan guarantee.

Work Study 
Work study programs are programs that let you work to earn money for school.
Loans 
Loans are financial aid in the form of money borrowed that must be repaid with interest.  (Special note regarding loans and bankruptcy: Parents can get Parental Loans for Students (PLUS Loans) to finance a child’s education. Even though the parent does not receive the education, the loan is treated like any other student loan if the parent files for bankruptcy.  The parents must meet the undue hardship test to discharge the loan.)
Borrowing Ratios

· The amount that can be borrowed annually increases every year as the undergraduate comes closer to completion of their degree but the ratio between unsubsidized and subsidized loans remains at approximately 70/30.

· $9,500 for incoming freshman

· $10,500 for sophomores

· $12,500 for juniors and seniors 

· $20,500 for graduate students

Undergraduates may receive grants, work study, and loans. Graduate students may receive work study, loans, but generally not grants.(Some graduate grants are available for teacher certification programs.)  Not all schools participate in SFA programs and those that do may not participate in all programs. Individual school financial aid offices would have information on available aid. 

Federal tax credits 

Federal tax credits are available for the expenses of higher education. Consult the IRS or you tax preparation consultant. IRS publication 970 has information on tax benefits for students including the Hope Credit, and the Lifetime Learning Credit. The IRS can be contacted at 800-829-3676 or by the Internet at: www.irs.ustreas.gov/prod/form pubs/
ROTC and veterans 

ROTC and veterans can also get information on financial aid opportunities available to them at www.vagov/education
Other sources of financial aid are companies, religious organizations, fraternities, sororities, labor unions, professional organizations, foundations (or other non-profit entities), or state, city, or other local government financial aid.
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Federal Pell Grants are awards that are determined by consideration of the student EFC and the actual cost of attendance at the chosen school and, due to this, they may vary in amount from student to student. All eligible students, who apply, will receive Federal Pell Grants. Actual awards are capped (maxed out) by program funding for the year. For ex: the maximum award may be $3500, however, an individual student could receive only $1500.00. 
FSEOG (Federal Supplemental Educational Opportunity Grants) are awarded to students with extreme financial need and preference is given to Federal Pell Grant recipients. 
Work Study Program participants are determined by financial need. These programs provide jobs for undergrads and (sometimes) graduate students to make money for school. Jobs can entail working at the school of enrollment or the community. 
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Forbearance

· Ability to reduce or postpone payments for short terms.

· Regardless of the loan subsidy status, interest will accrue and may be capitalized if not paid by the end of the forbearance period. 

Deferments

· Ability to postpone payments for set periods and specific reasons.

· Interest will accrue and can be capitalized if the loan is unsubsidized.  Interest on subsidized loans is paid by the government. 

Capitalization of Interest

· The process by which interest that accrues on a loan during a deferred period or forbearance is added to the balance of the loan creating a new higher balance.  Interest accrues on the new balance going forward.

· Loan balance + interest + interest! 

Consolidation

· Combining many different student loans into one loan, usually with a lower interest rate and one monthly payment.
· Do NOT combine public and private lenders.  Usually a one-time option.
Default

· A state of delinquency of a student loan that becomes 270 days past due.

· Triggers the collections clause for imposition of collection fees, costs and penalties.

· Administrative levy.

· Ineligible for forbearance, deferment or cancellation

· Ineligible for further federal loans for yourself or as a co-signer for your child.

· Subject to IRS offset. 

Graduated payments

This is a payment plan option where the monthly payments on your consolidated student loans “step up” to match the predicted increases in income for your profession. 

Income based repayment
Repayment option for borrowers of student loans made under :

William D. Ford Federal Direct Loan Program

Federal Family Educational Loan Program (FFEL)

www.IBRinfo.org 

Income-Based Repayment (IBR) is a new way to make your federal student loan payments more manageable.  And if you're a teacher or work in government or at a nonprofit (501(c)(3)) organization, you might qualify for a new type of public service loan forgiveness (PSLF) after 10 years of eligible payments and employment.

Glossary of Credit Card Related Terms for College Students (www.creditcards.com) 
· Additional cardholder -- When you have a credit card, it is often possible to add an additional card to the account for use by someone else. The main cardholder remains responsible for making payments on all charges made, whether by the original cardholder or the additional cardholder

· Authorized user -- An authorized user is any person who has permission to use a credit card account, but is not responsible for paying the bill. In that way, it differs from joint credit, in which both parties are obliged to pay. In some cases, the user will receive a credit card in his or her name, even though it is linked to someone else's account. 

· Co-signer -- A co-signer is a person who signs an agreement to pay off a loan for someone else if that someone else defaults. Co-signing is a technique often used among family and friends to allow a person with good credit to vouch for a person with new credit or bad credit to get a loan. The presence of a co-signer makes lenders more willing to approve loans for high-risk borrowers. While co-signing allows the person with bad credit to get a loan, it puts the person with good credit on the hook for the entire amount borrowed. Also known as guarantor.

· Credit history -- Credit history is the record of use of debt. In the United States, three major credit bureaus -- Experian, TransUnion and Equifax -- track individuals' and businesses' credit histories, and compile them into credit reports. Credit card issuers and other lenders use credit histories to decide whether to provide customers with credit, and on what terms. What records are kept in your credit history, for how long and how they may be used are regulated by the federal Fair Credit Reporting Act.
· Joint account -- A joint account is a bank account equally shared by two or more individuals. Parties involved all share the associated rights and liabilities of the account and are regarded by law as co-owners of the account. This means that if anything happens to the account, such as defaults, overdrafts and fraud, all parties are affected.

· Linked transfer account - A linked transfer account is one in which a consumer's checking account is linked to another account at the same bank. The linked account can be a savings or a credit card account. If a checking overdraft occurs, the bank will transfer money from the customer’s other accounts linked to the checking account.

·  Piggybacking -- Piggybacking is the act of improving your credit score or rating by becoming an authorized user on someone else's credit card. By doing this, you receive all the benefits of having good credit without actually having built any of the credit yourself. It is most often used by parents with their children or with spouses. In recent years, the practice has become controversial because companies sprang up to act as middlemen, matching up strangers -- one with bad credit, one with good.

· Prepaid cards -- A prepaid card is a form of secured card that is tied to a previously deposited cash balance. Purchases made with prepaid cards are checked for approval against existing funds. Essentially a stored-value card, they usually carry major association logos and can be spent in the same way. 

· Secured credit cards -- Secured credit cards require collateral -- usually a cash deposit with the issuing institution -- for approval. They are designed for people with no credit or poor credit. Some secured card marketers load these cards with high fees and unfavorable terms, taking advantage of the fact that those seeking the cards are often unsophisticated or desperate.
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If your client’s student loan goes into 

default their credit score will drop.



Opportunities to buy homes, go back 

to school, or obtain small business 

financing will shut down.



Unreliability of income makes them a 

bad risk.


Default:
-noun 

1.  failure to act; inaction or neglect. 
2.  failure to meet financial obligations. 
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NOT for private loans!



Rehabilitation of campus managed 

loans/grants is on a school by school basis.



Defaulted federal loans managed by the 

Department of Education can be rehabbed!



Nine to 12 regular monthly payments 

voluntarily made outside of an administrative 

levy are required before you can request that 

a student loan be rehabilitated.


Rehabilitation

-verb
1.  to restore formally to former capacity, standing, rank, rights, or  privileges

· Defaulted student loans are removed from the credit file and replaced with the new loan

· Forbearance and deferment options are reinstated

· Eligibility for further student loan aid (for yourself or your child) is reinstated.

· Ability to obtain SBA or FHA financing is reinstated

· Collection fee assessed for defaulting is forgiven

Knowledge is Power. Empower your Clients. Arbor Education
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STUDENT LOANS











Some loans are made with federal funds and administered by the Dept of Ed or a processor who is contracted with ED.



Some grants are campus managed.



Some are made with federal funds but administered through the school in the form of grants, work study or loans which must be paid back to the school
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STUDENT LOANS

e





NOT for private loans!

Rehabilitation of campus managed loans/grants is on a school by school basis.

Defaulted federal loans managed by the Department of Education can be rehabbed!

Nine to 12 regular monthly payments voluntarily made outside of an administrative levy are required before you can request that a student loan be rehabilitated.



Rehabilitation is Possible











This requires a very organized and adaptive plan that takesi nto consideration the administrative levy that will no doubt occur.
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Rehabilitation is Possible

+ NOTfor private oans!
+ Rehabiliation of campus managed
loans grants s on s school by school basi.
+ Defaulted federal loans maraged by the
Department of Education can be rehabbed!
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Education Financing Includes:











Some loans are made with federal funds and administered by the Dept of Ed or a processor who is contracted with ED.



Some grants are campus managed.



Some are made with federal funds but administered through the school in the form of grants, work study or loans which must be paid back to the school
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Education Financing Includes:

+ Subsidized Lozns
 Unsubsidized Losns
+ PublicLoans
 Private Loans
Grans

 Worlstudy
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+ Student Employment
+ Family Support
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If your client’s student loan goes into default their credit score will drop.

Opportunities to buy homes, go back to school, or obtain small business financing will shut down.

Unreliability of income makes them a bad risk.

What Will Happen To Your Client’s  Credit if They Default?
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What Will Happen To Your Client's
Creditif They Default?

 1f your cient’s student loan goes into
default their credit score will drop.

+ Opporturities to buy homes, go back
£ school, or obtain small business.
financing wil shut down.

+ Unreliabily of income makes them:a
bad risk.
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Federal Pell Grants

Federal Supplemental Educational Opportunity Grants

Work Study

Grants
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Grants are funds awarded by need that do not have to be repaid. Grants are generally awarded to undergraduates with some exceptions for graduate teaching certification programs. 

When applying for SFA a review is conducted of your status: dependency, income/assets, expected family contribution (EFC) to establish need and you are assigned an SAR that will advise you of your eligibility for grants and loans.

Federal Pell Grants are awards are determined by consideration of the student EFC and the actual cost of attendance at the chosen school and due to this, may vary in amount from student to student. All eligible students, who apply, will receive Federal Pell Grants. Actual awards are capped (maxed out) by program funding for the year. For ex: the maximum award may be $3500, however, an individual student could receive only $1500.00. 

FSEOG is awarded to students with extreme financial need and preference is given to Federal Pell Grant recipients. Unlike Pell Grants, each participating school receives a set amount of funds for the award year and when the money is gone, no more funds will be awarded. (Each school sets its own deadlines for campus allotted funds so students must be sure to apply early – and often – for SFA. Like they say: ’You can’t win if you don’t enter.’

Work Study: by financial need, provides jobs for under and graduate students to make money for school. Jobs can entail working at the school of enrollment or the community. Schools that participate in this program are required to ensure that a certain percent of the funds used (minimum of 5% of federal allotted funds) are for community service jobs or programs. Wages must be at least federal minimum wage, could be higher depending on job and skills required.
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Grants
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Terms You Should Know
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