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INTRODUCTION

The Federal Stafford loan and Parent Loan for Undergraduate Students (PLUS)
Master Promissory Notes (MPN) replaced the common Federal Stafford and
PLUS applications and promissory notes. The MPN basically opens a line of
credit with a lender for education expenses during your academic career. By
signing it, you are agreeing to repay the loan under its terms and conditions.

If you attend an eligible Title 1V institution, you may be able to take advantage
of the serial loan feature of the MPN. The serial loan feature of the MPN
allows you the option to sign one MPN, which could potentially cover all loans
requested over a maximum ten-year time period. You do not have to sign a
new MPN if your school or guarantor changes; however, you will need to sign
a new MPN if you use a new lender. If you attend an institution that is not
eligible or elects not to participate in the serial loan feature of the MPN, you
must complete a new MPN each time you request a new loan.

Ombudsman

The U.S. Department of Education has a Student Loan Ombudsman’s Offtce.
This offce was established to help resolve disputes between borrowers and their
schools, lenders, guarantors, or loan servicers. The Ombudsman’s offce can be
contacted at:

U.S. Department of Education

FSA Ombudsman

830 First Street, N.E.

Fourth Floor

Washington, DC 20202-5144

Their toll-free telephone number is 1-877-557-2575, or you can access their
Web site at www.fsahelp.ed.gov or www.ombudsman.ed.gov.

Additional information concerning student loans, grants, and scholarships
is available on the Michigan Guaranty Agency’s Web site located at
www.mgaloan.com.

National Student Loan Data System

The National Student Loan Data System (NSLDS) is the U.S. Department
of Education’s central database for student aid. It receives data from schools,
agencies that guaranty loans, the Direct Loan program, the Pell Grant program,
and the other U.S. Department of Education programs. NSLDS provides a
centralized, integrated view of Title IV loans and Pell grants that are tracked
through their entire cycle; from aid approval through closure. It is accessible
on the internet at www.nslds.ed.gov.

In order to use the NSLDS Student Access Web site, you will need to provide
your Social Security Number (SSN), the frst two digits of your last name,
your date of birth, and your PIN (formerly known as EAC). You can use the
Web site to make inquiries about your Title 1V loans and/or Pell grants. The
site displays information on loan and/or grant amounts, outstanding balances,
loan statuses, and disbursements.




MANAGING YOUR STUDENT LOANS

A student loan is an investment in your future. It provides you an
opportunity to obtain an education that might otherwise be beyond
your financial reach. With a loan comes responsibilities that exist while
you are enrolled in school, as well as during your repayment period.
Borrowing money through the Federal Family Education Loan Program
to finance your education will have long-term implications for your
financial future. The Michigan Guaranty Agency (MGA) has compiled
this folder to help explain what you need to know about borrowing
and repaying your student loans.

Things to Consider Before You Borrow

Qualifying for a student loan may be a fairly easy process, but repaying it is
more diffcult. Before borrowing, consider the following items:

e A LOAN MUST BE REPAID. It is not a grant. Signing the promissory note
is a legal and binding promise to repay a loan. Read your note for terms
and conditions of the loan. Repayment is expected even if you are dissatisfed
with the education, do not graduate, or do not fnd a job. Failure to repay
your educational loans in a timely manner can affect your credit rating and
your future ability to borrow for other purposes such as a car or a house.

e Know when repayment begins. Some loans go into repayment shortly after
fnal disbursement; other loans have a period where payments of principal
and/or interest are deferred. Your lender will provide a repayment schedule
which lists repayment terms and conditions.

e Check your fnances before you apply for a loan. Consider how much you
and/or your family can contribute toward your education. Apply for other
fnancial aid resources such as scholarships, grants, and work opportunities
through your college fnancial aid offce.

» Consider your expected salary and other expenses when you leave school. Can
you afford monthly educational loan payments ranging from $250 to $600 over
a ten-year repayment period? Too large a debt may prevent the “good life”
you expected to experience after graduation. THE MORE YOU BORROW,
THE MORE YOU PAY EACH MONTH.

e If you must borrow, borrow only what you need and what you can reasonably
expect to repay. Current information regarding educational loan eligibility and
applications can be obtained from the fnancial aid offce at your school.




How Much Can I Borrow?

Federal Stafford Loans (Subsidized and Unsubsidized)

Maximum Annual Loan Amounts — Federal Stafford Loans" 2
(including Federal Direct Loans)

Dependent? Independent
Student Student

Borrower’s Academic Level Sub + Unsub | Subsidized Unsubsidized Total
Ist-Year Undergraduate Student

one academic year in length* $5,500 $3,500 + $ 6,000 = $ 9,500
2nd-Year Undergraduate Student

one academic year in length* $6,500 $4,500 + $ 6,000 = $ 10,500
3rd-Year and Remaining
Undergraduate Student

one academic year in length* $7,500 $5,500 + $ 7,000 = $12,500
Graduate or Professional Student N/A $8,500 + $12,000 = $20,500

Check with your school.

July 1, 2008.

borrow under the unsubsidized program is the same as for an independent student.

Maximum Aggregate Loan Amounts — Federal Stafford Loans *

Borrower’s Academic Level

Subsidized and Unsubsidized

Dependent Undergraduate Student
Independent Undergraduate Student
Graduate or Professional Student

$31,000
$57,500
$138,500

Loan limits may be subject to proration. Check with your school for eligible loan limits.

Eligible students in certain health professions may be qualified to receive increased unsubsidized loan amounts.

Effective for loans disbursed on or after July 1, 2008, and with a loan period end date greater than

For dependent students whose parents do not qualify under the PLUS program, the amount a student can

* The aggregate loan limits also include any portion of a borrower’s Consolidation loan which was used to

repay a Federal Stafford loan.

Federal Grad PLUS Loans

Academic Year

All Grade Levels

Graduate/Professional

Cost Minus Aid (no cap)

How Much Can My Parent(s) Borrow on My Behalf?

Federal PLUS Loans

Academic Year

All Grade Levels

Undergraduate

Cost Minus Aid (no cap)




Can You Afford Your Student Loans?

You will be entering a very financially demanding period of your life. Your new
earnings will quickly disappear as you find a place to live, build a wardrobe, buy
a car, pay for meals, as well as make monthly payments on your educational
loans. Your ability to repay your student loans depends upon:

* your future income;
* your monthly living expenses; and
* your total educational loan debt.

Some students borrow the maximum amount each year thinking they can afford
the future monthly payments. However, after leaving school, jobs may be difficult
to find and you may not start at the top of the pay scale. Also, the cost of living
is often more than expected.

Estimated Average Entry Level Salaries
Source: www.salary.com, January 2007

The following salaries may be lower or higher depending on state and location.

Annual Annual
Occupation Gross Income  Occupation Gross Income
Accountant $40,011 Environmental Engineering Technician $36,421
Accounting Clerk $28,619 Financial Analyst $44,860
Advertising Clerk $36,030  Fire Fighter $38,213
Aircraft Electrician $40,051 Loan Processing Clerk $29,872
Auditor-Internal $45,814 Massage Therapist $44,066
Benefits Clerk $34,287 Mechanic-Airframe and Engine $45,648
Branch Management Trainee $33,921 Nurse-Licensed Practical $38,047
Broadcast Technician $39,229 Nurse-Registered $58,575
Budget Analyst $44,426  Operations Clerk $24,028
Cartoonist/Animator $57,056  Payroll Clerk $32,183
Chauffeur $28,951 Physical Therapist $64,710
Claims Clerk $27,468 Proofreader $36,949
Commercial Loan Officer $59,837 Public Relations Specialist $40,750
Computer Maintenance Technician $41,177 Reporter $29,219
Computer Operator $31,725 Restaurant Manager-Assistant $35,311
Computer Programmer $51,724 Secretary $29,820
Conservation Technician $35,525 Social Worker-BSW $41,527
Consumer Loan Collection Clerk $23,831 Tax Accountant $45,583
Consumer Loan Processor $27,608 Teacher-Elementary $47,599
Copywriter $38,462 Teacher-High School $49,632
Data Control Clerk $28,489 Telecommunications Analyst $43,058
Drafting Specialist (CAD) $37,568 Veterinary Assistant $24,984
Dispatcher $34,265  Web Designer $50,009

E-Commerce Customer Svc. Rep. $29,164

*Note: www.salary.com is a helpful Web site to view potential salaries by geographic area.



Potential Earnings vs. Loan Debt

Gross Annual Salary Gross Monthly Amount Monthly

After Graduation Salary Borrowed* Payment*
$10,000 $ 833 $5,200 $ o4
15,000 1,250 7,800 96
20,000 1,667 10,500 129
25,000 2,083 13,100 161
30,000 2,500 15,750 193
35,000 2,917 18,300 224
40,000 3,333 21,000 258
45,000 3,750 23,600 289
50,000 4,167 26,200 321

*The amount you can afford and your monthly payment are approximate, and are based on an

8.25% interest rate and a ten-year repayment term.

Getting Organized

Accepting an educational loan means accepting personal responsibility for the
timely repayment of your loan. You may not realize the many responsibilities
involved in managing a large debt like a student loan. Student loans have many
of the same legal requirements as consumer loans. How well you manage your
loan depends upon how seriously you accept responsibility.

To properly manage your student loan, you should do the following:

1.

Start a Tle. Keep all loan documents for future reference. Keep application,
promissory note, disclosure statement, deferment forms, and all other
correspondence.

Always keep your lender and school offcials informed in writing of any name,
address, enrollment status, and school changes. Dropping below half-time,
withdrawing, or extending your studies changes the date your frst payment
is due.

Keep documentation. If you telephone or write your lender regarding changes
to your student loan status, keep documentation and follow up within six (6)
weeks if you have not received confrmation of the requested change. Your
lender relies on you for current information.

. For information regarding your rights and responsibilities, contact your lender,

school, servicer, or MGA.

Key Points

Before you borrow, know what your loan payments will be and be sure you
can afford the payments you are planning to undertake.

Keep a file of all loan documents and correspondence.

Keep your school and lender informed of changes in your name, address,
or student enrollment status.



BUDGETING

Deciding Whether to Borrow Again
Before you take out another loan, ask yourself:

« Instead of borrowing, what other sources such as grants, fnancial aid, or part-time work
are available?

e If I need to borrow, what is the minimum amount | need?
*  What are the advantages of staying with the same lender and guarantor?
e How much will my monthly payments increase if | borrow again?

» Considering my future salary potential, what size loan payments will ft into my
budget?

If you are an undergraduate student, plan to keep your monthly student loan payments
to no more than 8% of your gross monthly income.

If you are a graduate student, plan to keep your monthly student loan payments to no
more than 15% of your gross monthly income.

A variety of calculators are available on our Web site (www.mgaloan.com) to help
you manage your money.

Borrowing from the Same Lender and Guaranty Agency

If you must borrow again, it is recommended that you stay with the same lender and
guaranty agency. Borrowing from the same lender means you notify only one lender or
servicer when you change your name, address, enrollment status, or school. Borrowing
from more than one lender could increase your total monthly payments and make it
more diffcult to budget your money successfully. If this does happen to you, upon
repayment, consolidation is an option.

Although your guaranty agency keeps records of the loans it guarantees, your lender
maintains all specifc information regarding your loan. Contact your lender for this
information.

Saving on Your Total Interest Payment

Students who pay interest on their loans while in school can save on the total interest
paid over the life of the loan, and also realize lower monthly payments after they leave
school. See the chart on page 6.

Budget Planning

Begin to manage your money today to ensure your future ability to successfully allocate
what may be a limited income among an OVERWHELMING number of expenses.
Use the worksheet on page 7 to determine the total amount of student loan debt you
will be able to handle and still cover your other living expenses.




Students who choose to pay interest on their loans while in school can save on total interest paid
and also realize lower monthly payments after they leave school.

(Formula used: (Principal x Interest ) + 12 months)

PRINCIPAL 6% 6.25% 6.50% 6.80% % 7.25% 7.50% 7.75% 8% 8.25%  8.50%

3,500 17.50 18.23 18.96 19.83 2042 21.15 21.88 22.60 2333 24.06 2479

4,500 22.50 23.44 24.38 25.50 27.19 28.13 29.06 30.00 30.94 31.88

31.25 41

6,000 30.00 32.50 ! 00 3625 3750 4000 4250

—-

8,000 40.00 41.67 43.33 33 46.67 48.33 50.00 51.67 53 56.67

10 000 50.00 52.08 54.17 56.67 58.33 2 62.50 64.58 66.67 68.75 70.83

15,000 75.00 78.13 81.25 85.00 87.50 3 93.75 6.88 3.13 106.25

23,000 115.00 119.80 8.13 162.92

40,000 20000 3 23333 24166 20666 27500 28333 |

50,000 270.83 283.33 291.66 302.13 343.75 354.17

65.500 327.50 341.15 354.79 371.16 382.08 395.73 409.37 423.02 436.66 450.31 463.95

NOTE: Most lenders/servicers mail statements on a quarterly basis, but the interest may be paid monthly with arrangements made through the lender/servicer.

EXAMPLE 1 - Carol borrows $18,000 total during her four years in school and pays monthly interest payments while in school.

Monthly interest payment based on Ist Year--1st Loan $26.67 based on $4,000 borrowed

8% capitalized once at repayment: 2nd Year--2nd Loan $ 52.57 based on an additional $4,000 borrowed
3rd Year--3rd Loan $ 85.42 based on an additional $5,000 borrowed
4th Year--4th Loan $118.28 based on an additional $5,000 borrowed

Total interest paid over four years during school = $3,140.86
Repayment
Monthly payment (principal and interest) based on a ten-year payback = $218.39
Monthly payment if interest had not been paid during school = $256.50
Total amount paid for the loan = $29,347.66
Total amount of loan if interest had not been paid during school = $30,780.00
Carol would save $1,432.34 in interest over ten years by making interest payments during school.

EXAMPLE 2 - John borrows $9,000 total during his four years in school and pays monthly interest payments while in school.

Monthly interest payment based on Ist Year--1st Loan $ 6.67 based on $1,000 borrowed

8% capitalized once at repayment: 2nd Year--2nd Loan $ 19.71 based on an additional $2,000 borrowed
3rd Year--3rd Loan $39.43 based on an additional $3,000 borrowed
4th Year--4th Loan $59.14 based on an additional $3,000 borrowed

Total interest paid over four years during school = $1,370.46
Repayment
Monthly payment (principal and interest) based on a ten-year payback = $109.19
Monthly payment if interest had not been paid during school = $125.82
Total amount paid for the loan = $14,473.26
Total amount of loan if interest had not been paid during school = $15,098.40
John would save $625.14 in interest over ten years by making interest payments during school.

BENEFITS OF PAYING INTEREST WHILE IN SCHOOL
% Monthly payments are lower during repayment %
% Total interest paid is less %




YOUR BUDGET WORKSHEET

Educational Loan Debt

Amount Borrowed to Date
Federal Stafford Loan (subsidized) $

Federal Stafford Loan (unsubsidized)

Federal Perkins Loan

Graduate/Professional PLUS Loan

Other Educational Loans

Total

Monthly Loan Payment
(see page 12—Sample Loan Repayment Schedule)

Estimated Income

Gross Annual Income $ Gross Monthly Income
(see page 3—Estimated Average Entry Level Salaries)

Net Monthly Income (take-home pay)
(gross monthly income minus deductions)

Estimated Monthly Expenses

Rent/Mortgage Payments $
Utilities

Food

Car Expenses

Insurances

Clothing

Medical

Credit Cards

Savings

Miscellaneous Expenses

Monthly Student Loan Repayment

Total Monthly Expenses

Net Disposable Income
(net monthly income minus total monthly expenses)

The net disposable income is your discretionary or available monthly spending income after all

your expenses have been deducted. Your ability to repay a loan will be directly affected by

your monthly income after graduation. Your income will be determined by the type of career

you select and by your average living expenses.



Key Points

e Consider your expected income and monthly living expenses before you burden yourself
with too large a debt.

- Staying with one lender and guaranty agency helps you manage your loans more
easily.

e Paying interest on your loan(s) while in school can save you money in the long run.

e Only borrow when necessary.

WARNING:
Expensive debts may be hazardous to your “future dreams.”



REPORTING CHANGES

Many borrowers think they do not have to worry about managing their educational loans
until they graduate or fnish school. NOT TRUE. If you transfer schools, drop credits or
extend your studies, YOU are responsible for keeping your loan in good standing and for
reporting certain changes.

Schools periodically update enrollment status, but YOU ultimately are responsible for meeting
the terms of your promissory note. Otherwise, your loan can go into repayment without your
knowledge, become delinquent, and then be placed in default. Keep your lender and current
school informed of any name, address, enrollment status, and school changes.

Avoid problems by immediately notifying your lender and current school in writing if
you:
« change your name.

» change your address. Do not assume that fling an address change with the post offce
is enough.

e transfer to a new school.
« drop below half-time enrollment, withdraw, or graduate.
* have graduation date changes.

Graduating, Dropping Credits, or Leaving School

Do not wait for your lender to contact you. If you graduate, leave school, or drop below
half-time enrollment, arrange a repayment schedule.

Transferring Schools or Extending Enrollment

Lenders use the anticipated graduation date listed on your most recent loan application
to put your loan into repayment, unless otherwise advised by the school. If the date you
complete your studies is different because you transfer to another school or extend your
studies, inform your lender. If you transfer to another school, inform your lender ... even if
you do not get another loan ... so that enrollment verifcation can be obtained. Otherwise,
you may be billed while you are still in school. Request an extension by completing an
in-school deferment form from your servicer or lender and have the school mail it to your
servicer or lender.

Key Points

» Contact your lender in writing when you change your name, address, enrollment status,
or school.

« Always keep copies of all correspondence relating to your loans for future reference.
* Avoid unexpected early repayment by informing your lender if you transfer schools,

even if you don’t take out another loan, or if you change the date you expect to complete
your studies.

Reporting Changes
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LOAN REPAYMENT

Beginning Repayment

When you applied for a student loan, YOU SIGNED A LEGAL AND BINDING NOTE to repay
your lender. As you leave school, it is important that YOU FULFILL THIS OBLIGATION.

* Repayment is YOUR responsibility.

Contact your lender to arrange repayment of your loan.

* Know when your frst payment is due.

Explore alternative repayment options with your lender.

Contact Your Lender and Arrange Repayment

Immediately after dropping below half-time, leaving, or graduating from school, contact your
lender regarding:

» Available Repayment Options: There are many repayment choices which are available to
you. You will fnd a brief description of them on pages 13-14. See page 15 for a more in-
depth fnancial breakdown of your choice. Study options carefully and discuss them with your
lender. There IS a repayment plan that will best meet your needs.

* A Repayment Schedule: You are allowed at least a six-month grace period on Stafford loans
to arrange a repayment schedule and to gain employment. The schedule lists repayment terms
and conditions.

» A Deferment: Deferments are used after your grace period, if applicable. Contact your lender
for specifc information regarding the types of deferments available.

* A Forbearance or Hardship Deferment: If you are willing but unable to meet your repayment
obligation, contact your lender.

* In-School Verification: Submit enrollment documentation from your new school to your
lender if you transfer schools before the end of your grace period.

Your lender may transfer or sell your loan to a secondary market or employ a servicing agency
to disburse and/or service your loan. If your loan is transferred from the original lender to a new
holder, you will send all payments and information to the new holder. You will be advised of
the transfer by mail, so keep your lender informed of your current address. Otherwise, you will
be unaware of the transfer or sale, and your loan could become delinguent.

NOTE: The terms of your promissory note will remain the same even if your loans are
transferred or sold.

11

Loan Repayment
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Loan Repayment Options

Making the right choice about your repayment options can give you an advantage in meeting your
future loan debt obligations. A brief description of the repayment choices for both the Federal
Family Education Loan Program (FFELP) and the Federal Direct Loan Program (FDLP) are
listed below. For more detailed information, please refer to MGA’s brochure, “Loan Repayment
Options.” (Contact your school or MGA for a copy.)

Standard Repayment

« Most common repayment option in both FFELP and FDLP.

* Well-suited for borrowers with loan balances of $10,000 or less or for borrowers with higher
loan balances and suffcient income to make monthly payments.

* Minimizes total interest charges, offers a stable payment schedule, and secures a faster
payoff.

Graduated Repayment

* Available for both FFELP and FDLP borrowers.

» Appealing to borrowers with at least $10,000 in loans, those who have other fnancial obligations
requiring attention, or whose incomes start low but increase steadily.

« Lower initial payments with a predictable schedule, but the borrower will pay higher interest
costs than under the Standard Repayment option.

Extended Repayment Plan (FFELP)

« Available to frst-time FFELP borrowers on or after October 7, 1998.
e Loans must total $30,000 or more.

* Loan repayment has a fxed annual or graduated repayment amount paid over an extended
period of time, with a maximum of 25 years.

Extended Repayment Plan (FDLP)

* Available for Stafford and PLUS loans.

+ Appropriate for borrowers with loan balances of $10,000 or more or for borrowers who are
facing monetary diffculties and want to reduce their monthly payments.

* Reduces monthly payments, providing long-term budget relief, although long-term interest costs
will rise substantially.

(continued on next page)
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Loan Repayment Options (continued)

Income-Sensitive Repayment

* Available to FFELP borrowers.

+ Attractive to borrowers with loan balances of $10,000 or more, those at risk of defaulting, or
those anticipating initially low incomes which are expected to increase as time passes.

* Repayment terms can be adjusted annually to adapt to income changes, but by reducing early
payments and extending the repayment period, long-term interest costs will increase.

Income-Contingent Repayment

* Available to FDLP Stafford borrowers only.

+ Appealing to borrowers with loan balances of $10,000 or more, those at risk of defaulting, or
those anticipating initially low incomes that are expected to increase as time passes.

» Payments rise and fall with income changes, but borrowers with low or modest incomes and
large loan balances may experience a major negative amortization and incur extensive interest
expenses.

Loan Consolidation

« Available to both FFELP and FDLP borrowers.

» Appealing to borrowers with large educational debts because it offers the fexibility to combine
multiple educational loans into a single loan.

< Extends the repayment term, which means that you will pay more interest over the life of your
loan.

Consolidation loans are not for everyone. Before choosing loan consolidation, review all your
options to be sure it's the right choice for you.

Whatever loan repayment option you choose, at some point you may find yourself unable
to meet your debt obligation. CONTACT YOUR LENDER AT ONCE and ask about a
deferment or forbearance. See charts on page 17 and 19.

Deferments and Forbearances

e Provide relief in both FFELP and FDLP for borrowers who fnd it hard to make monthly
payments.

» Allow temporary postponement, suspension, or reduction of payments.
* Help borrowers avoid defaulting on educational loans.
* May increase long-term interest costs.

» Can be used with all previously described repayment options.

14
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Federal Stafford Loans—Subsidized

Payment of principal and interest on student loans where the federal government pays the interest
(subsidized) is due approximately six (6) months after enrollment ceases to be at least half-time
(grace period).

Federal Stafford Loans—Unsubsidized

Payment of principal on student loans where the federal government does NOT pay interest
(unsubsidized) is due approximately six (6) months after enrollment ceases to be at least half-
time (grace period); however, the borrower is responsible for interest payments once the loan is
disbursed.

NOTE: You must pay or capitalize interest on unsubsidized loans regardless of enroliment
status. (See chart on page 6 for information on paying interest while in school.)

Federal Supplemental Loans for Students (SLS)

The Federal SLS Loan Program was eliminated effective with loan periods beginning on July 1,
1994. However, those borrowers with active SLS loans should continue to follow the repayment
guidelines. Payment of principal and interest on a Federal SLS loan is due within 60 days after
the date of fnal disbursement. While in school, a deferment of principal and interest may be
authorized by the lender. SLS borrowers who also have a Stafford loan may defer payment of
principal during the six-month grace period; however, interest must be paid to the lender or
capitalized during this period.

Be sure to contact your lender whenever you have a problem or question.

Always inform your lender of changes in name, address, enrollment status, and school.
Loans can be defaulted without your knowledge if your lender is unable to contact you.

Your lender schedules your frst payment based on the anticipated graduation date listed on
your most recent application, unless otherwise advised by your school. Inform your lender
of any change in your graduation date.

Keep a copy of your loan application, promissory note, disclosure statement, deferment forms,
and all other correspondence to prevent payment disputes in the future.

Your original lender may transfer or sell your loan to another holder, or employ a servicing agency
to handle your loan. Make all payments to the new holder.

After you have chosen the repayment option which best fts your needs and have been making
regular payments on your loan, you should periodically review the list of repayment options.
Your circumstances may change over time, and a different option might answer your needs
better than the original one you chose. Contact your lender to discuss the possibilities.
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Identity theft is a serious crime. It occurs when your personal information is stolen and used without
your knowledge to commit fraud or other crimes. Identity theft can cost you time and money. It can
destroy your credit and ruin your good name.

Working with other government agencies and organizations, the Federal Trade Commission (FTC) has
developed a Web site www.ftc.gov/bcp/edu/microsites/idtheft// to educate consumers about identity theft.
The site provides information about what steps to take, your legal rights, how to handle specifc problems
you may encounter on the way to clearing your name, and what to watch for in the future.

Knowing and accepting the terms of repayment on your student loan is vital to establishing and
maintaining good credit. Here are a few steps you need to follow:

Keep in contact with your lender at all times. Your lender depends on you for all current
information.

Initiate a repayment schedule with your lender.
Make all scheduled payments on time. If you miss a payment, contact your lender.
If you need to extend or delay repayment obligations, contact your lender.

If you are willing but unable to make scheduled payments, request assistance from your lender within
30 days of your loan payment due date. If payment is not received, your loan will become delinquent.
When your loan is delinquent, the lender, servicer, and the Michigan Guaranty Agency will attempt to
contact you by letter(s), telephone, and by contacting your references.

If you are having diffculty making your scheduled student loan payments, contact your lender for
possible solutions. You may use the following steps:

1. Review your situation with your lender and ask about deferments for which you qualify.

2. Request a forbearance from your lender to either lower or stop your student loan payments for a
short period of time.

If you refuse to repay your loan or cannot be located, your lender places the loan into default. Your
lender will default your loan when it is determined that you have not complied with the terms of
your promissory note, or after 270 days of delinquency. After default, your loan is purchased by the
Michigan Guaranty Agency for collection. The full amount of the loan, accrued interest, collection
costs, and other costs are due and payable to the Michigan Guaranty Agency. For details regarding
repayment of a defaulted loan, contact MGA’s Collections Unit at 1-800-642-5626, ext. 60600. If
your defaulted loan(s) is held by the U.S. Department of Education, call 1-800-621-3115 or visit

www.18001WillPay.com. ’1

Protecting Your Credit Rating
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Guaranty Agency

Holder

Interest

Lender

Master Promissory Note
(MPN)

Origination Fee

Principal

Promissory Note

Secondary Market

Servicer

Subsidized Loan

Unsubsidized Loan

State agency or private non-proft institution that insures student loans and administers
the Federal Family Education Loan Program for the federal government.

The institution with legal title to a borrower’s loan. The holder may be the lender that
originally made the loan, a new lender, or a secondary market to which the lender has
sold the loan, or in the event of a default, the guaranty agency.

A fee charged to a borrower for the use of a lender's money. Interest is calculated as
a percentage of the principal loan amount. The rate may remain constant throughout
the life of the loan (fxed rate) or it may change at specifed times (variable rate).

A fTnancial institution (bank, savings and loan association, credit union, or certain
state agencies) that provides the funds for students and parents to borrow educational
loans. Some schools also are lenders.

The promissory note a student signs when taking out a Stafford loan. The Master
Promissory Note covers both the subsidized and unsubsidized Stafford loans the student
may receive for the same enrollment period. The Master Promissory Note also covers
subsidized and unsubsidized Stafford loans the student may receive for future enrollment
periods of up to ten years.

A fee charged by the federal government and deducted from loan proceeds before
disbursement to partially offset administrative costs of the Federal Family Education
Loan Program.

Amount a person borrows (which may increase as a result of capitalized interest) and
the amount on which interest is paid.

The legal document borrowers sign when they get an educational loan. It lists conditions
under which the money is borrowed and the terms under which borrowers agree to
repay the loan with interest. The agreement also includes information about any grace
period, deferment, or cancellation provisions, along with the borrower’s rights and
responsibilities with respect to the loan.

An organization established to purchase educational loans from lenders. This allows
lenders to replenish capital to fund new loans. Selling loans is a common practice
among lenders and does not affect the terms and conditions under which the loan was
originally made.

A company employed by a lender, secondary market, school, U.S. Department of
Education, or guarantor to perform the administrative tasks that are associated with
educational loans.

A need-based loan on which interest is paid by the federal government during the
in-school, grace, and authorized deferment periods, and (if applicable) post-deferment
grace periods, if the loan meets certain eligibility requirements.

A non-need-based loan on which interest is not paid by the federal government.

Borrowers are responsible for interest on all unsubsidized loans from the date the loan
is disbursed.
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