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HESAA, the Higher Education Student Assistance Authority, is the only
New Jersey state agency with the sole mission of providing students and
families with financial and informational resources for students to pursue
their education beyond high school.

This brochure highlights the major State and federal student aid programs.
However, student financial assistance is also available through institutions
and private sources. You should work closely with your campus financial aid
office regarding the availability of student aid funds. You may also contact
HESAA’s Customer Care Line at 609-584-4480 or visit our website at:
www.hesaa.org.

The Student Loan Guide provides general student loan information to assist
students and their families in planning and paying for a postsecondary
education through the use of student loans.

This guide contains information that covers the Federal Loan programs,

New Jersey’s State loan program-NJCLASS, and information on other
alternative private loan options. Our goal is to live by our mission and provide
you with information to assist you in navigating your way through the student
loan process.
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Free Application for Federal Student Aid (FAFSA)
The first step in the financial aid process is completion of the FAFSA. Students
use FAFSA on the Web (www.fafsa.gov or www.studentaid.gov) to complete

Types of Aid

their applications. The information on your FAFSA is transmitted to the schools
that you list on the application and the State of New Jersey. Information on

the FAFSA assists the federal government, the colleges and the State in
determining your eligibility for college grants, State grants, and federal financial
aid.

Grants & Scholarships

You should first explore all of your options for free money. Many students use
State, federal and college grants and scholarships to help pay for their
education. Neither grants nor scholarships have to be repaid. Because the
FAFSA is used to determine eligibility for many grants and scholarships, it is
important that you complete your application as soon as possible. Make sure to
meet applicable State financial aid deadlines. It is also important to investigate
private scholarships or community scholarships that might be available to you.

Institutional Financial Aid

The term “Institutional Financial Aid” refers to any scholarship or grant awarded
by the university or college’s own restricted or unrestricted funding source(s).
Institutional-based financial assistance programs offered and controlled by the
individual colleges, such as alumni scholarships and endowments from private
donors, are referred to as institutional aid. Students should explore all
opportunities available to them.

NJBEST College Savings Plans

HESAA offers a State-sponsored 529 college N B E ST
savings plan to help families meet the cost of col- NEW JERSEY'S
lege. Saving with NJBEST (New Jersey Better 529 COLLEGE SAVINGS PLAN
Educational Savings Trust) offers many benefits,including State and federal
tax-free earnings, and a potential scholarship of up to $6,000 for students who
qualify and who attend a school in New Jersey. Visit www.njbest.com for more
information

Tuition Payment Plans
Check with your school to see if it participates in a tuition payment plan that will
allow you to make monthly payments to the college over the school year.
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Types of Aid

Additional Sources of Aid

Other sources of aid to assist with college costs include:

+ Personal savings

+ Community and corporate grants and scholarships

+ Service programs such as AmeriCorps, a domestic Peace Corps
+ Employer-sponsored tuition assistance programs

The Award Package

Generally, each school you apply to will provide you with an award package that
contains information about the financial aid awarded to you. The award package
may contain federal, State, and institutional grants and scholarships, and other
types of aid to help you meet the costs of going to college or career school.
Federal student loans, known as Direct loans, are usually included as part of the

financial aid package process.
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Paying for College When Loans are the Only Remaining Option
Student loans can help you achieve your educational goals, but HESAA
encourages you to borrow responsibly and requires all financial aid options,
including grants, scholarships and federal student loans to be exhausted, before
applying for any private loan, including HESAA’s NJCLASS fixed-rate loan.

Federal Direct Student Loans

The Direct Loan program makes highly affordable federal loans available to
students. Students do not have to pass a credit check, and interest on federal
loans is fixed. Repayment begins six months after leaving school and there are
never any prepayment penalties. These loans can either be subsidized or
unsubsidized. For any loan disbursement on or after July 1, 2025 and before
July 1, 2026, the interest rate is 6.39% for undergraduates and 7.94% for gradu-
ate/professional students. A 1.057% origination fee is deducted from each
disbursement. To apply, check your college’s financial aid website

or go to www.studentaid.gov.

Subsidized: For students with demonstrated financial need, as determined by
federal regulations. Interest is paid by the federal government while a student

is in school at least half time, during the six month grace period, and during
deferment periods (a period during which a borrower, who meets certain criteria,
may temporarily suspend loan payments).

Unsubsidized: Not based on financial need; interest is charged during all
periods — while the student is in school and during grace and deferment periods.

Your school will tell you how much you may borrow and the amount of federal
loans you are eligible to receive. There are loan limits based upon your year
of attendance and aggregate limits also apply. For dependent undergraduate
students, the annual loan limits are as follows:

Dependent Total Additional
Undergraduates Subsidized/Unsubsidized Unsubsidized

First Year

Second Year

Third Year and Beyond
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The school’s financial aid office will provide you with instructions and guidance
about applying for federal student loans. Some schools may want you to

apply through their own website and some schools may direct you to the

U. S. Department of Education’s website.

All Federal Direct Student Loans require first-time student borrowers to
complete entrance counseling so that you understand the obligations
associated with federal student loans.

Once you have completed the entrance counseling, you will be required to
complete a Master Promissory Note (MPN). The MPN contains all the legal
terms and conditions associated with the federal student loan and is the legal
document that obligates you to repay your student loans. The MPN allows for
multiple year borrowing. If you change schools, you may be required to
complete a new MPN.

Check with your college to find out how to complete your student loan entrance

counseling session or go to www.mappingyourfuture.org for more information.

With Direct Loans, you:

+ Borrow through the school from the federal government and have a single
contact, a Direct Loan Servicing Center, for everything related to the
repayment of your loans, even if you receive Direct Loans at different schools.

+ Have online access to your Direct Loan account information 24 hours a day,

7 days a week at: https://studentaid.gov/h/manage-loans.

+ Can choose from several repayment plans that are designed to meet the
needs of almost any borrower, and you can switch repayment plans if your
needs change.
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Remember: Understand Your Obligation

You must repay your student loans—even if you do not graduate or get a job in
your chosen field. Failure to make scheduled payments could lead to default
which would damage your credit rating and lead to other serious consequences.

Before you borrow a student loan, think about whether you will be able to
repay it. This loan will reduce what you can spend in the future on a car, home,
furniture and other living expenses. Here are some things you can do while you
are in college to help save money:

« ldentify needs versus wants and make your purchases accordingly.
+ Make a realistic budget and stick to it.
+ Take advantage of work-study opportunities or get a part-time job.

For more information on financial literacy download our Reach Higher Guide at:
www.hesaa.org/Documents/Publications/ReachHigherGuide.pdf

Repay: Uphold Your Promise

Repaying your student loans is a serious legal obligation, so you need to set
aside enough money to make your student loan payment on time and in full
each month. Your lender will depend on you to uphold your promise to repay so
that they can make loans to other deserving students. By paying your student
loan on time, you will be acting as a responsible borrower. You will also be
successfully managing your finances and establishing good credit.

Some loans offer a grace period when you graduate, leave school or drop
below half-time status. During the grace period, you are not required to make
monthly payments. In most instances this will increase the amount that you

will eventually repay as interest charges are increasing on your loan(s), so
check with your lender. At the end of your grace period, you must begin making
monthly payments.

Contact your lender if you are unable to make your monthly payments. You may
qualify for other repayment options, or be able to postpone or reduce your
payments by applying for a deferment or forbearance. These should be used
only in times of extreme need and will increase the amount that is eventually
repaid on your loan.
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Exit Counseling

Federal regulations require federal student loan borrowers to complete exit
counseling before they leave school (graduate, withdraw or drop below half-time
status). This requirement ensures that borrowers will receive essential
information regarding their rights and responsibilities as a student loan
borrower. Borrowers will receive information about the types of loans received,
when and where to make payments, what to do if payments cannot be made,
and what can happen if payments are not made.

In many cases, when a borrower fails to complete exit counseling a hold will
be placed on the borrower’s records. Borrowers will not be able to re-enroll in
classes, or obtain other college/university services and documents including,
but not limited to, a borrower’s transcripts or diploma until it’'s completed.

Federal Repayment Plans

Student borrowers are not required to begin making payments on their
Federal Direct loans until after they drop below half-time attendance.
Following graduation, withdrawal, or less than half-time enroliment, borrowers
are provided a six-month grace period on Federal Direct Stafford loans and a
nine-month grace period on Federal Perkins Loan.

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
enrolled 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 enrolled 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.
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Not all borrowers may be eligible for all repayment plans. Some plans are limited
and based upon the type of loan and when the loan was obtained. Go to
https://studentaid.gov/manage-loans/repayment/plans for more information.

Standard Repayment

With the standard plan, borrowers pay a fixed amount each month until loans
are paid in full. Monthly payments will be at least $50, and borrowers have up
to 10 years to repay.

The standard plan is good if the borrower can handle higher monthly payments
because they will repay their loans more quickly. Monthly payment under the
standard plan may be higher than it would be under the other plans because
loans will be repaid in the shortest time. For the same reason, borrowers may
pay the least amount of interest due to the 10-year limit on repayment.

Extended Repayment

To be eligible for the extended plan, borrowers must have more than $30,000

in Direct Loan debt and must not have had an outstanding balance on a Direct
Loan as of October 7, 1998. Under the extended plan borrowers have 25 years
for repayment and two payment options: fixed or graduated. Fixed payments are
the same amount each month, while graduated payments start low and increase
every two years.

This is a good plan if borrowers need to make smaller monthly payments.
Because the repayment period will be 25 years, borrowers’ monthly payments
will be less than with the standard plan. However, borrowers may pay more in
interest because they’re taking longer to repay the loans. Remember that the
longer loans are in repayment, the more interest will be paid.

Graduated Repayment

With this plan, payments start out low and increase every two years. The length
of the repayment period will be up to 10 years. If borrowers expect their income
to increase steadily over time, this plan may be right for them. Monthly payment
will never be less than the amount of interest that accrues between payments.
Although monthly payment will gradually increase, no single payment under this
plan will be more than three times greater than any other payment.

10



Student

boan Guide | Student Loans Repayment

Income Contingent Repayment (ICR)

See chart on page 13 for loan repayment eligibility. This plan gives the
flexibility to meet Direct Loan obligations without causing undue financial
hardship. Each year, monthly payments will be calculated on the basis of your
adjusted gross income (AGl, plus your spouse’s income if married), family size,
and the total amount of your Direct Loans. Under the ICR plan borrowers will
pay each month the lesser of:

1. The amount borrowers would pay if they repaid the loan in 12 years
multiplied by an income percentage factor that varies with the borrower’s
annual income, or

2. 20% of monthly discretionary income*.

*Monthly discretionary income equals AGI minus the poverty level for the state
of residence and family size, divided by 12.

If payments are not large enough to cover the interest that has accumulated
on the loans, the unpaid amount will be capitalized once each year. However,
capitalization will not exceed 10% of the original amount owed when the loan
entered repayment. Interest will continue to accumulate but will no longer be
capitalized.

The maximum repayment period is 25 years. If the borrower has not fully repaid
the loans after 25 years (time spent in deferment or forbearance does not count)
under this plan, the unpaid portion will be discharged. Borrowers may, however,
have to pay taxes on the amount that is discharged.

Income-Based Repayment (IBR)

See chart on page 13 for loan repayment eligibility

Under this plan the required monthly payment will be based on the borrower’s
income during any period when they have a partial financial hardship. Monthly
payments may be adjusted annually based on the borrower’s income. If the
borrower meets certain requirements over a specified period of time, they may
qualify for cancellation of any outstanding balance on the loans.

"
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PAYE
See chart on page 16 for loan repayment eligibility
The PAYE Plan is similar to the IBR Plan, but caps payments at 10 percent

Student Loans Repayment

of discretionary income and the forgiveness timeline is shortened to

20 years. People with Direct Subsidized and Direct Unsubsidized loans for
undergraduates and Direct Plus Loans for graduates and professionals can
qualify for the PAYE plan if they had no loan balance before October 2008
and a new loan after Oct. 1, 2011. If your monthly payment does not cover the
full amount of interest on your subsidized loan, the government pays the full
amount of the difference for the first three years. The loan balance is forgiven
after 20 years of payments and the forgiven amount is taxed as income.

SAVE Repayment Plan

The Saving on a Valuable Education (SAVE) Plan replaces the previous Revised
Pay As You Earn (REPAYE) Plan. Borrowers previously on the REPAYE Plan
automatically get the benefits of the new SAVE Plan.

The SAVE Plan, like other income-driven repayment (IDR) plans, calculates your
monthly payment amount based on your income and family size. The SAVE Plan
provides the lowest monthly payments of any IDR plan available to nearly all
student borrowers.

What You Need to Know

The SAVE Plan includes multiple new benefits for borrowers. The changes on
the next page went into effect August 2023, with all other benefits of the plan
going into effect in July 2024.

12



Student
Loan Guide

Student Loans Repayment

New Plan Change

What This Means

The SAVE Plan increases the income
exemption from 150% to 225% of the
poverty line.

The new plan can significantly
decrease your monthly payment
amount compared to all other
income-driven repayment plans.

Your monthly payment amount is
based on your discretionary
income—defined as the difference
between your adjusted gross
income (AGI) and 225% of the U.S.
Department of Health and Human
Services Poverty Guideline amount
for your family size.

That means you will not owe loan
payments if you are a single borrower
earning $32,800 or less or a family of
four earning $67,500 or less (amounts
are higher in Alaska and Hawaii).
Borrowers earning more than these
amounts will save at least $1,000 per
year, compared to the current income-
driven repayment plans.

The plan eliminates 100% of
remaining interest for both subsidized
and unsubsidized loans after a full
scheduled payment is made under
the SAVE Plan.

If you make your monthly payment,
your loan balance won’t grow due to
unpaid interest.

For example: If $50 in interest
accumulates each month and you
have a $30 payment, the remaining
$20 would not be charged.

The SAVE Plan excludes spousal
income for borrowers who are married

and file separately.

This change removes the need for
your spouse to cosign your IDR

application.

13
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When can | apply for the SAVE Plan?

Anyone already enrolled in the REPAYE Plan has already automatically been
enrolled in the SAVE Plan. There is no need to reapply or request to change
your plan. Learn how to check which plan you're on. All other interested
individuals can complete an IDR application at this time.

How do | apply for the SAVE Plan?

Use the IDR application to apply for the SAVE Plan. You can select the option
for your loan servicer to place you on the lowest monthly payment plan (this will
usually be SAVE).

What if I'm already on an IDR plan?

If you are already on an IDR plan, check to see which repayment plan you are
on. Log in to StudentAid.gov and go to your My Aid page, scroll down, and view
your loans. Each loan will list a repayment plan. If you were on the REPAYE
Plan, you should have automatically been enrolled in the SAVE Plan in 2023. If
you’re on a different repayment plan, you’ll need to switch to SAVE to receive
the benefits of the SAVE Plan. If you don’t have a StudentAid.gov account, you
can create an account.

How much will | pay each month?

The SAVE Plan calculates your monthly payment amount based on your income
and family size. If you’re making $32,800 a year or less (which is roughly $15
dollars an hour), your monthly payment will be $0. If you’re making more than
that, you will save at least $1,000 a year, compared to other IDR plans.

14
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Estimated Monthly Payment Under the SAVE Plan
$60k
$50k
$40k

Income $30k
$20k
$10k

$0

Family Size

Savings for a Sample
Student Loan Borrower

ﬁ Alexander
1 - T

Annual Income: $38,000

- Loan Balance: $25,000
Interest Rate: 5%

on a Direct Subsidized Loan

&

Alexander is a borrower with no dependents
and makes $38,000 a year. He would save
$91 per month under the SAVE Plan.

$134 $43

Previous Monthly New Monthly
Payment Under REPAYE Payment Under SAVE

Assumes family lives in contiguous 48 states. Estimates
are for illustrative purposes only. Your loan servicer will
calculate your actual monthly payment under the
SAVE Plan.

15
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Repayment Plan
To determine your estimated Federal repayment amount visit
www.studentaid.gov and click on loan repayment and consolidation links.

The chart below shows the types of federal student loans that you can repay
under each of the income-driven repayment plans.

REPAYE PAYE IBR ICR

Loan Type

Plan Plan Plan Plan
Direct Subsidized Loans Eligible Eligible Eligible Eligible
Direct Unsubsidized Loans Eligible Eligible Eligible Eligible
Direct PLUS Loans made to
graduate or professional Eligible Eligible Eligible Eligible
students
Direct PLUS Loans made Not . Not Eligible if

. Not eligible . )
to parents eligible eligible | consolidated*

Direct Consolidation Loans
that did not repay any PLUS Eligible Eligible Eligible Eligible
loans made to parents

Direct Consolidation Loans Not Not

that repaid PLUS loans Not eligible Eligible
eligible eligible

made to parents

* If a loan type is listed as “eligible if consolidated,” this means that if you consolidate that
loan type into a Direct Consolidation Loan, you can then repay the consolidation loan
under the income-driven plan. For example, only Direct Loans can be repaid under the
SAVE (formerly the REPAYE Plan), PAYE, and ICR plans. However, if you consolidate a
FFEL Program Loan or Federal Perkins Loan into a Direct Consolidation Loan, you may
then be able to repay the Direct Consolidation Loan under the SAVE, PAYE, and ICR Plan
(depending on the type of loan that you consolidate). Note that consolidation is not the
right choice for all borrowers or all loan types. In particular, you may lose certain loan

benefits if you consolidate a Federal Perkins Loan.

Federal Deferment & Forbearance

During repayment, borrowers may encounter some unforeseen financial
situations that make it difficult to repay student loans. It’s very important during
these times that borrowers don’t ignore the payment. Borrowers must still honor
their obligation and there are options available to help ease financial burden.
These two options are known as Deferment and Forbearance.

16
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Deferment is a period of time during which no payments are required and
interest does not accrue on Subsidized Direct Loans. In the case of
Unsubsidized Direct Loans, interest must be paid during a deferment period,
or the interest is capitalized.

Deferment Types:

Economic In School
Hardship Deferment

Military Unemployment

Disability

Forbearance is a temporary postponement or reduction of payments due to
financial hardship. During this time, interest still accrues and can either be paid
monthly or added back into the balance of the loan.

For more detailed information about deferments and forbearance see your
servicer’s website or go to https://studentaid.gov/manage-loans/lower-payments/
get-temporary-relief

Common Concerns

Not knowing what type of loan a borrower has, or who services their loan, is a
very common concern for borrowers. In response to these common questions,
the United States Department of Education provides the National Student Loan
Data System (NSLDS) at https://studentaid.gov/manage-loans/repayment/
servicers, as the central database for federal student aid. Borrowers will need
their Federal Student Aid PIN to access the database. For more information on
StudentAid.gov Account (which used to be called an FSA ID),

visit https://studentaid.gov/fsa-id/create-account/launch.

Payment issues are another concern to borrowers, especially when a payment
is not made or a borrower is only able to make a partial payment. If you
encounter payment issues, Don’t Ignore the Problem.

Borrowers can:
+ Contact your lender immediately to discuss options.
+ Consider changing your repayment plan if the current one is not favorable.

+ Keep track of all communications.
17
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Under certain circumstances, borrowers may qualify to have all or a portion

of their loans forgiven by the federal govenrment. To qualify, borrowers must
perform volunteer work, perform military service, teach or practice medicine in
certain types of communities, or meet other criteria specified by the forgiveness
program. To learn more about loan forgiveness programs, visit:
https://studentaid.gov/manage-loans/forgiveness-cancellation. Federal Perkins
loan borrowers and/or Federal Direct loan borrowers may be eligible for partial
loan forgiveness or loan redemption.

Teacher Loan Forgiveness

The Teacher Loan Forgiveness Program is intended to encourage individuals
to enter and continue in the teaching profession. Under this program,
individuals who teach full-time for five consecutive, complete academic
years in certain elementary and secondary schools that serve low-income

families and meet other qualifications may be eligible for forgiveness of up

to a combined total of $17,500 in principal and interest on their FFEL and/or
Direct Loan program loans. (Note: As of August 14, 2008, an otherwise eligible
borrower may qualify for forgiveness if the borrower has provided qualifying
teaching services at one or more locations that are operated by an educational
service agency.)

Public Service Loan Forgiveness

The Public Service Loan Forgiveness Program was created 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 eligible federal student loans after they have made 120 payments on
loans under certain repayment plans while employed full time by certain public
service employers.

Only non-defaulted loans made under the William D. Ford Direct Loan Program
are eligible for loan forgiveness. The Direct Loan Program includes the following
types of loans:

+ Federal Direct Stafford Loans (Direct Subsidized Loans)

+ Federal Direct Unsubsidized Stafford 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)

18
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Loan Consolidation

A Federal Consolidation Loan allows borrowers to combine all the federal
student loans received to finance college education into a single loan.
This program does not allow for alternative or supplemental private loan
consolidation.

How Direct Student Loan Consolidation Works

Direct loan consolidation is facilitated through the United States Department of
Education. Essentially, borrowers provide the account information for each of
your federal student loans and they are all pooled together. The interest rate
on a Federal Direct Consolidation loan is fixed and is based on the weighted
average of your loans rounded up to the nearest one-eighth% and capped

at 8.25%.

Direct Loan Consolidation Payment Relief

One of the key benefits of consolidating federal student loans is payment relief.
By combining all loans into one consolidated loan, it can lengthen your
repayment term from the standard 10 years to up to 30 years (lowering your
monthly payments), depending on the amount of student loans.

19
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Default on a loan

Default means the borrower failed to make payments on their student loan
according to the terms of their promissory note, the binding legal document
signed at the time the borrower took out the loan. In other words, they failed
to make loan payments as scheduled. The school, the financial institution that
made or owns the loan, the loan guarantor, and the federal government all can
take action to recover the money owed. Here are some consequences

of default.

Consequences of Default

e National credit bureaus can be notified of default, which will harm borrowers’
credit ratings, making it hard to buy a car or a house.

o Borrowers will be ineligible for additional federal student aid if they decide to
return to school.

e Loan payments can be deducted from borrowers’ paychecks.

o State and federal income tax refunds can be withheld and applied toward the
amount owed.

e Borrowers will have to pay late fees and collection costs on top of what is
already owed and can be sued.

Obviously, borrowers don’t want to let loans go into default. However, should this
happen, borrowers should find out what options are available by contacting their
loan servicer.

Loan Rehabilitation

One option for getting your federal loan out of default is loan rehabilitation.

To start the loan rehabilitation process, you must contact your loan holder. If
you’re not sure who your loan holder is, you can login at https://studentaid.gov/
manage-loans/default/get-out to get your loan holder’s contact information.

To rehabilitate a defaulted Direct Loan or FFEL Program loan, you must

+ agree in writing to make nine voluntary, reasonable, and affordable monthly
payments (as determined by your loan holder) within 20 days of the due date,
and

+ make all nine payments during a period of 10 consecutive months.

20
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| Al
Federal Direct PLUS Loan
Parents of dependent students may apply for a Direct PLUS Loan to help pay
their child’s education expenses as long as certain eligibility requirements are
met. Graduate and professional students may apply for PLUS Loans for their
own expenses. The parent borrower must be the student’s biological or adoptive
parent. In some cases, the student’s step-parent may be eligible.

The interest rate for the 2025-26 academic year is fixed at 8.94%. Interest is
charged from the date of the first disbursement until the loan is paid in full.
The parent will pay a fee of 4.288% of the loan amount, deducted
proportionately each time a loan disbursement is made.

Private Alternative Loans

Private loans can provide supplemental funding when other free aid and federal
loans does not cover costs. These loans are credit based, offered by banks,
other financial institutions, and schools. A cosigner may generally be required
for this type of loan. Be sure to apply at least 30 days prior to the tuition bill
deadline to ensure adequate time for approval and processing timelines as
required by the Truth In Lending Act. Examples of private loan lenders are:

- State-sponsored lender New Jersey Higher Education Student
Assistance Authority (HESAA)

+ Non-Profit banks or lenders

+ For-Profit banks or lenders

21
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Fixed Interest vs. Variable/Adjustable Interest Rates

Fixed interest rate student loans offer the student the opportunity to lock into a
certain interest rate until the end of the loan, except if the borrower chooses to
refinance the loan. This interest rate won’t change and will not fluctuate based
on the activity of the market. If interest rates increase, then you won’t have to
make higher payments. If rates fall, your loan won’t be affected and your
monthly payments will remain the same.

A lot of student borrowers believe that a fixed interest rate allows them to affix
a number within their monthly budget without any surprises when it comes

time to make their student loan payment. In the event a borrower is facing
financial difficulties, a fixed-interest rate student loan could make the difference
in whether they are able to pay the student loan, in addition to other expenses,
in order to achieve their financial goals.

Variable interest rate student loans are constantly adjusted according to the
interest rates that are applicable in the current interest marketplace. These rates
directly depend on the activity of the financial sector. Simply explained, when
the rate in the economy goes down, a lower interest rate is charged on the
student loan. But this process works both ways; when the rate in the economy
goes up, a higher interest rate is charged on the student loan, which signifies
that the monthly required payment will increase. If you are considering a
variable rate loan, understand that rate changes may not be in the borrower’s
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favor and could result in an increased monthly payment. When choosing a
variable interest rate student loan, read all the fine print to see how often the
rate is adjusted. Keep in mind that the monthly payments will be higher as a
consequence of an increase in the interest rate. Although lenders do their best
to keep the payments around the same amount per month, increases in the Rate
Index may leave them no option but to raise the amount of the monthly payment.

The choice between a fixed or variable interest rate is a personal one and
borrowers need to look at their current financial situation as well as what their
future financial goals are and choose which option is best for them.

Private Student Loans

Private student loans are consumer loans made to individuals to help pay for
college. They are provided by for-profit and nonprofit lending organizations and
are not backed by the federal government. Private student loans are designed

to supplement, not replace, other financial aid sources to fill funding gaps. Only
borrow what is needed to cover the college or university educational expenses.
Work with the financial aid office at your school to look into sources of federal,
state and/or school aid prior to getting a private student loan. If you have already
done this and are still unable to cover your expenses, a private student loan may
be a good option. Some private student loans require a cosigner (a person who
promises to become legally responsible to pay your debt if you fail to do so).
Generally, they are less expensive than unsecured consumer credit (such as
credit cards). If a private student loan is required, do not wait until a tuition bill

is due to apply for one because it may result in less favorable terms and
conditions.

Some programs allow borrowers to delay payments during school and offer
hardship deferments during repayment. These options often increase the total
amount paid, because interest charges will accrue during deferment periods.

Read all material provided by the lender, and ask about things you don’t
understand. Most private student loans are made by responsible lenders—and
all are regulated by consumer credit laws. Get to know the lender prior to
borrowing because the relationship with them will be a long-term one. Visit the
Better Business Bureau at www.bbb.org, ask the financial aid officer and talk
to others who have worked with the lender to make an informed decision.
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ily Loan for Higher Education

State of New Jersey Standard NJCLASS Family Loan Program
NJCLASS is an affordable supplemental student loan program and is an
alternative to the Federal PLUS loan. The Standard NJCLASS Loan is available
to New Jersey residents attending an approved school (in or out-of-state) and

out-of-state residents enrolled in an approved NJ-based school. New Jersey
requires that you file the FAFSA first to receive any State, federal, and
institutional aid. Be sure to apply at least 30 days prior to your tuition bill
deadline to ensure adequate time for approval and processing timelines as
required by the Truth In Lending Act. NJCLASS may be used for school-related
expenses including tuition and fees, books, supplies, and room & board.
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Standard NJCLASS Loan Features:

+ Choice of repayment options and no prepayment penalties

+ Student can be a party to the loan

+ Borrow only the amount you need for college — after all your other eligible
grants and federal loans are considered

+ Most repayment plans offer lower fees and interest than Federal Parent
PLUS Loan*

* See page 38 for a comparison of NJCLASS and Federal PLUS loans and visit
www.njclass.org for more information on full terms and conditions. All loan
options are limited and subject to availability.

Note: For student beneficiaries first applying for an NJCLASS loan on or after June 4, 2025, the
total NJCLASS loans borrowed for each student may not exceed $194,044. This is an aggregate
per student loan limit, which will be increased annually for each academic year over the prior
year by the regression-based index value of the Higher Education Price Index. The loan limit
does not apply to students who have previously received NJCLASS loans or who applied for

their current loans prior to August 8, 2017.

Academic Year 2025-26 Rate Options

—_—
10-Year 20-Year
OPTION 1 OPTION 3
6.50%APR 8.75%APR
Immediate repayment Interest only payments Full deferment while
of principal and interest while in school enrolled in school at
while in school least half time
—~— ~~—
— e— ——

*Additional .25% interest rate reduction with an automatic recurring monthly repayment plan of
principal and interest. Subject to the availability of funds. www.njclass.org

NJCLASS Repayment Information

+ Deferments are available'

+ The minimum monthly loan repayment is $50

+ No prepayment penalty

+ Principal interest repayment starts 30 days after leaving school for borrowers
who deferred payments while in school or who made interest only payments
while in school.

" PLEASE NOTE: Deferment must be authorized by submitting documentation to HESAA
that establishes eligibility. See www.njclass.org for appropriate “Relief Options”, forms,
and instructions.
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Affordable Repayment Options
HESAA offers the Repayment Assistance I ! zs I ,
Program (RAP) and Household Income Affordable

Repayment Plan (HIARP). These two programs Repayment Assistance Program

work in tandem to assist families facing financial
hardships by providing reduced monthly payment |_| | AR :)
amounts, and with respect to HIARP, extended

time to repay loans. Details, eligibility, and Household Income Affordable
Repayment Plan

application information are listed online at:
www.hesaa.org/Pages/RAPandHIARPInfo.aspx

ReFi*
Approved loans: Federal Parent Plus, Private Bank
Education Loans, NJCLASS. The NJCLASS ReFi* +

program can move you closer to being debt-free

by refinancing your debt into a single, more

manageable monthly payment. Fixed rates at

7.50% APR for a 10-year loan or 8.50% APR for a 15-year loan . Borrowers
can now save thousands of dollars by lowering their interest rates and avoiding
origination fees.
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NJCLASS Consolidation Loan

The NJCLASS Consolidation Loan is designed to assist those borrowers with
higher NJCLASS debt balances by providing a longer repayment term and lower
monthly payments. A consolidation loan may help make payments more
manageable for some borrowers by combining several NJCLASS loans into one
loan with one monthly payment.

ReFi* Loan Consolidation Loan
NJCLASS, Federal Parent
Loans . .
PLUS, Private Educational NJCLASS
Included
Loans

25 years for balances
between $30,000

Repayment
T pay 10 or 15 Year and $60,000
erm
30 years for balances of
$60,000 or more
Interest 10-Year: 7.50% Weighted average of

Rate 15-Year: 8.50% underlying loans minus 0.50%
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Tips on Applying for a Loan

1. Exhaust all other sources of funding before looking for a private (last
resort) loan. Complete the FAFSA. Be sure to pursue scholarships, federal
grants, work-study, and federal or State loan programs before applying for a
private loan. Some State loans require you to exhaust all eligible federal aid
first. Why? Federal loans typically carry lower fixed interest rates and often
offer more flexible repayment options.

2. Find a cosigner. Identify a creditworthy cosigner such as a parent, who is
willing to undertake the responsibility to increase the probability of having
your loan approved. Some lenders require a cosigner while others indicate
that over 90% of their loans have a cosigner on the application. Without a
cosigner, a private loan will be extremely difficult to obtain and even if the
borrower is approved, many lenders charge higher interest rates without a
credit-worthy cosigner.

3. Evaluate the alternatives. Review your school’s list of preferred private
loan lenders (if available). Student Lending Analytics also provides the SLA
Student Loan Ratings to assist in finding the best private student loan. Be
aware that obtaining a private loan requires a credit approval and certain
lenders may restrict their lending activities to certain types of institutions or
regional areas. Check the eligibility with lenders before applying.

4. States have supplemental loan programs you may want to consider.
New Jersey offers supplemental loans to New Jersey residents attending an
approved school (in or out-of-state) and out-of-state residents enrolled in an
approved NJ-based school. Be sure to evaluate the program for other States
on each state’s website for eligibility, interest rates, and loan terms. Compare
the state’s program with other alternatives. Be aware that many of these
programs have limited funds available, so be sure to apply early.

5. Consider local credit unions. With conservative financial management,
credit unions have largely avoided the past problems that afflicted the U.S.
banking system. If the borrower is a member of a credit union or belongs to an
affinity group that would qualify them for membership in a credit union, check
out their private student loan offerings.

6. Understand the interest rate. Interest rates are different. There are

fixed-rate loans that are the same for the entire term and variable-rate loans
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that adjusts on a quarterly basis. Many private student loans consist of an
Index (LIBOR or Prime Rate) and a Margin (e.g. +5%). To determine the
starting interest rate of the loan, determine the lender’s current Index and

add the Margin. Be aware that almost all private loans are variable rate loans,
which means that rates are adjusted monthly or quarterly and will go UP over
the life of the loan. Historically, expect the average interest rate on a private
loan may be 2—-3% higher than the starting interest rate.

7. Select the best repayment option for your financial situation:

+ Want to save thousands of dollars in loan costs? Make interest payments
while in school. To make interest payments, notify the lender that you would
like to receive statements while in school.

+ Can’t make payments while in school? Be sure the lender (not all do) offers an
in-school deferment option, which will allow borrowers to postpone payments
until after graduation. There may be a higher interest rate charged for this
deferment.

+ Want to have the lowest monthly payment? Know the standard loan term
offered by the lender. The longer the term, the lower the monthly payment but
the more interest will accrue over the life of the loan. Remember, despite
having standard terms of 15-20 years, borrowers always have the option to
pay off their loan sooner without penalty.

8. All private loans NEED TO BE PAID BACK. Like federal student loans,
private loans may not be dischargeable in bankruptcy so be sure to borrow
responsibly and not beyond what you can reasonably expect to pay back.

9. Read the Promissory Note. Inside the loan document there may be a clause
that allows a lender to raise your interest rate by 2-3% if the borrower is late
on one payment.

10. Having second thoughts...you can always cancel the loan if you
move quickly enough! Review the Promissory Note closely to determine
the loan cancellation requirements, in terms of the timing and the steps
necessary to cancel a loan.

Top 10 Tips Information, adapted from: Student Lending Analytics:
SLA Guide to Private (or Alternative) Loan
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How to Determine Your Estimated Monthly Payment

The following pages are designed to help you estimate how much a monthly
payment might be before you take out a loan. There are really three determining
factors: amount borrowed, terms of the loan, and the interest rate.

Amount Borrowed': Based on how much is needed, locate the loan amount at
the top of the chart. Based on the total loan amount, refer to the corresponding

pages: $5,000 (pages 32 and 33), $10,000 (pages 34 and 35), $20,000 (pages

36 and 37), $25,000 (pages 38 and 39), and for $30,000 (pages 40 and 41)

Terms of the Loan?: How many years will you have to repay