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Agenda 

 We will discuss how schools traditionally have handled 
this gap, educate you a little more on today’s private 
loans, and give you some ideas for offering your families 
even better options going forward.  

 Ways to Fund the Gap 
 As the cost of attending college continues to go up, 

many students and their families need additional funds 
to pay for college expenses after receiving free money, 
work-study, and low cost deferred federal loans.  

 Understanding APR and Rate Shopping 
 Strategies and School Communication Examples 
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Education Loan Resource Continuum 

Direct Loan 

Perkins 

PLUS 

Payment Plans 

Educational 
Private Loans 

Credit Cards 

Home Equity 

Retirement 
Accounts 

Hold Out Until Your Kid Gets to the 
11th Grade then Start Up a 529 Plan 

Powerball Lottery         
1 in 146,107,962         

Google 

 After the “free money”  and savings run out….. some wise,   some      
not so much…..! 

Source: Adapted from 2012 PASFAA Fall Conference Presentation 

Common Ways to Pay 
Gap Funding 
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Packaging PLUS – Reasons & Risks 

Reasons to package 
PLUS 

 Convenient and easy 
 Ensures a “full” award letter 
 Fixed and predictable rates 
 Reduces counseling 

expectations 
 Available to most 

students/families 
 Best repayment options 
 Death/Disability forgiveness 

 

Risks with packaging 
PLUS 

 Not everyone qualifies 
 Assumption or dictation of 

what a family needs to 
borrow (may result in over-
borrowing) 

 Discourages review of 
options 

 Higher cost loan for 
students/families who could 
get a better rate with a 
private loan 
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 Low Rates 
(variable and fixed 
rate options range 
from 2.25% to 
12.99%). 
 
 
No Fees! Most 
lenders have no 
fees.  

Borrower benefits – 
many lenders offer 
additional ways 
borrowers can save 
during repayment.  

 

You can “rate shop.” 
FICO scores ignore 
mortgage, auto, and 
student loan inquiries 
made in the 30 days 
prior to scoring. 
 

30 

Did you know this about Private Loans? 
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Even More about Private 
Loans 

 Most lenders now offer death and disability 
forgiveness. 

 Most lenders offer a co-signer release after a certain 
number of on-time payments.  

 Most private lenders have national default rates 
below 4%.  It may be even lower for your school.  

 Most lenders offer loan modifications and 
restructures for borrowers in trouble.   

 Most private loans for undergraduates are co-signed, 
and the majority of the time, the co-signer is a 
parent.  

 Lenders offer Private Parent Loans with a parent or 
other non-student individual as the borrower. 
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What is the Real Cost of 
Attendance? 

 Traditional COA – tuition, fees, room & board, books 
& supplies, transportation and personal expenses.  

 “Net Price” cost of attendance = traditional COA 
minus free money. 

 But the REAL cost of attendance to a family is the 
“Net Price” AND costs that continue after the 
student is no longer attending (i.e., interest on loans 
over time). 
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APR vs. Interest Rate: Incorporating the Cost of Fees 

 Fees are sometimes a “hidden” cost that can increase the overall cost 
of borrowing more than just the fees themselves because of the 
interest that capitalizes on the fees, or the reduced loan amount 
received up front.  
 

 The interest rate is the cost of borrowing money expressed as a 
percentage rate.  It does not reflect fees or any other charges you 
may have to pay for the loan.  Federal loans only talk about interest 
rate.  
 

 An Annual Percentage Rate (APR) is a broader measure of total cost 
to you of borrowing money.  The APR reflects not only the interest 
rate but factors in fees and other charges that you have to pay to get 
the loan.  For that reason, your APR is usually higher than your 
interest rate.  Private lenders must disclose APR.  
 

        APR vs. Interest Rate 
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Understanding APR & Rate Shopping 
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Direct PLUS in 2017-18 
Loan amount  $10,445.39 
4.264% fees ($445.39) 
Net Loan Proceeds  $10,000.00 
Interest Rate  7.00% 
Term  120 months 
Monthly payment  $121.28 
Interest paid  $4,108.18 
Cumulative payment  $14,553.57 

Private Education Loan 
Loan amount $10,000.00 
Zero fees ($0) 
Net Loan Proceeds $10,000.00 
APR 7.99% 
Term 120 months 
Monthly payment $121.28 
Interest paid $4,553.57 
Cumulative payment $14,553.57 

The up-front fees on Direct PLUS push the actual Annual Percentage Rate (APR) to 7.99% 
 

The example above shows a “break-even” point on a $10,000 loan between PLUS and a zero-
fee Private Education Loan with immediate repayment 
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Fees Make a Difference! 
PLUS vs. Private 

PLUS Private 

Loan Amount $20,890.78 $20,000.00 

Fees in % 4.264% 0% 

Fees in $ $890.78 $0 

Net Loan Proceeds $20,000.00 $20,000.00 

Interest Rate % 7.00% 7.00% 

Monthly Payment $242.56 $232.22 

Total Amount Repaid $29,107.14 $27,865.87 

Difference Savings of $1,241 

Assumes 10 year immediate 
standard repayment terms 
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Interest Rates Make a Difference! 
PLUS vs. Private 

PLUS Private A Private B 

Loan Amount $20,890.78 $20,000.00 $20,000.00 

Interest Rate / APR 7.00% / 7.99% 6.00% / 6.00% 5.00% / 5.00% 

Fees % 4.264% 0% 0% 

Fees in $ $890.78 $0 $0 

Net Loan Proceeds $20,000.00 $20,000.00 $20,000.00 

Monthly Payment $242.56 $222.04 $212.13 

Total Amount 
Repaid 

$29,107.14 $26,644.96 $25,455.76 

Difference Savings of $2,462 Savings of $3,651 

Assumes 10 year immediate standard 
repayment terms 
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Examples of School 
Communication Strategies 
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Is your school “Pro-PLUS?”  Here’s a website example: 
 
“Before applying for a private or alternative education loan, you may qualify for 
grants and/or other assistance under Title IV of the Higher Education Act. Loans 
under Title IV include the Federal Stafford and the Federal PLUS loan. These Title 
IV loans may have terms and conditions that may be more favorable than the 
terms and conditions of private education loans.” 

Is your school “neutral” Here’s a website example: 
 
Private Educational Loans and Direct PLUS Loans should be considered as a last 
resort, but may be necessary to finance a college education. To learn more about 
these options, please review the comparison chart and the suggestions below. If 
you have good credit history, a private loan may cost less than a federal student 
loan- be sure to consider all of your options and compare carefully! 

 

School Communication Strategies 
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SOURCE: Geneva College 

School Communication Strategies, continued 
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Shopping Sheet Example 

16 
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Ferris State University 

School Award Letter Strategies 
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Bethel College (IN) 
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Bethel College (IN) 
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Bethel College (IN) 
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University of Tulsa 
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Univ. of Tulsa – Credit 
Based Loan Information 

22 
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Univ. of Tulsa - website 

23 
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What’s the bottom line? 

All consumers should make an informed decision before deciding on a 
loan. There is no down side to shopping around. 

 Each family’s situation is unique 
 Applying for multiple credit-based student loans (rate shopping) 

in a 30-day window is treated as one inquiry when determining 
a credit score* 

 Applying for a private student loan does not impact one’s 
eligibility for a Direct PLUS Loan for parents or graduate and 
professional students 

 All approved borrowers get the same PLUS deal: 7% with 
4.264% up-front fees. While PLUS may be a good option for 
those with less than excellent credit, private loans may offer 
those with above average credit a better rate, zero fees and 
more repayment discounts.  

                                                                                                                                           *Source: myFICO.com 
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Thank You! 
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Questions / Discussion? 
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