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What Is the CCRAA?

The College Cost Reduction and Access Act of

2007 (effective July 1, 2009) helps high debt
PEKFFEWENS 1IN WO maln Way/s:

1. Lowers monthly student lean; payments on federally,

guaranteed student loans (Income: Based Repayment or
IBR)IWhEther or net they re in puklic senvice.

2. Cancelsiremaining deit for public senvice employees
after 10! years, ofi public service' employment (Lean

Eergiveness fior Public Service) and afiter 25 years for all
ether students.



Lowered Monthly: Student LLoan
PayIMENTS

Moenthly loan payments can be reduced lay
choosing the “
eplien.

IBR reduces moenthly: payments; But may
Increase the total cost of the lean(s) since more
Interest will accrue.



Wihat's the big| picture in IBR?

Example: Johnowes $100,000 infgualifying
debt at 7.45%; interest and takes a JOl paying
$40,000 to) start.

He elects the income-hased repayment (1BR)
plan. I his first year, Johnrs moenithaly
paymenits under IBR are $309 (as opposed
o) $1185 under standard ten-year
repayment).

As Johni gets annual salary/ Increases of 5%, nis
moenthaly payments under 18R gradually rse,
untl i year 10 hisi monthly payments are $526.

Eergiveness at 25 years Ifi not I public Service.




Wihat Loans are eligible fer IBR?

Alltfederal direct leans) (FBLEP)and

fiederally: guaranteed loans (EEELR) are
eligible’ inclbding:

subsidized and unsuksidized Federal
Staffiord’ Loans

=ederal Grad PLUS Ieans (lsut net Parent
PLUS leans)

ederal Direct Consolidation Loans.




Wihat loans are not eliginle for IBR?

Leans made: by a state: or prvate lender and not
guiaranteed by the fiederall gevermment: are never
eligivle.

Parent PLUSHeans are not eligivle for 1BR:

Eederal Perkins Leans arer enly: eligible wihen
part o a Eederal Direct Conselidation: Loan.

Berrewers shouldi seek advice: before
consolidating a Perkins loan ecatise Perkins
loansi Include cancellation pProvisions.



Interest on Subsidized Stafford
Loans

ARy Interest due and net coverea by a
porrewer I IBR shall lbe: paid by, the
PDepartment oif Education) fier up: tor three
\ears.



IBR Calculation Formula

Income-Based Repayment (Which willfgoe Into; effiect on
July: 4, 2009) createsa methed or Belrewers to limii
thelr annual educational debt repayment: 1o, a
[easonanie; affierdable amount: 15%) ofi discretionaiy.
IRceme, Where discretienary, iInceme Is defined as
adjusted gress Inceme: minus; 150% of the peverty. level
fior the berrewer's family/ Size.

AGI — 150% off poverty’level = Discretionany Inceme
Discretionary Income % .15 = Annual Loan Payment
Annual’Lean Payment = 12 = Moenthly [Lean Payment



2007 HHS Poverty: Guidelines

Persons n Fennlly or Household

For each additional persen, add

2

[
3

c)
9

C

oritiguous States aric D.C,

$105,120.00

$13,690:00

$1.7,170.00

$20,650:00

$24,130.00

$27,610:00

$31,090:00

$34,570.00

$3,480.00

Alasial

$12,770.00

$17,120:00

$21,470.00

$25),820.00

$30,170.00

$34,520.00

$38,,870.00

$43,220.00

$4,350.00

R EVVE

$11,750.00

$15,750.00

$19,750:00

$23,,750.00

$27,750.00

$31,750.00

$35,750.00

$39,750.00

$4,000.00



How/ is IBR calculated?

Eligible federal student lean debt

Estimated monthly payment
(standard plan@: 7.45% over 10 years)

Annuallamount due ([1]x 12)

Household size

Household AGI

Poverty line forr household size

1501%, off poverty line (1.5 x [4])

AGI - 150% of poverty line (]3] = [5])

15% ofi calculated amount firam (015 % [6])

Eligible for IBR? — Yes or No
Yes, If [7] 1s less than [2]
No, IT [7] 1siequal to or greater than [2]

IBR moenthly payment, ifieligible ([7] = 12)

$100,000.00

$1185.08
$14,220.96
.

$40,000.00
L OR0)0]0
$15,315.00
$24,685.00
$3,703.00

YES

$309.00

[1]

[2]

3]
4]
[5]
6]
7]



Possible Concerns

Interest accrual/negatyve amortization-
Whlle making' lewer inceme: hased
PAVIMENTS, 2 BOFOWEN'S payments may. not
COVEr the amoeunt off Interest aceruing.
(FherDepartment off Eaucation Will Cover
Unpaid Interest fiexr three: years on
subsidized Stafford Loans only.)r This may.
result 1nra larger loan.




Loan; Eergiveness

Overview! - Loan Eoraiveness: for Public
Service Emplovees

Congress cleated! lean fiergiveness, for public
Senvice employees—ii a porrewer makes; 120
gualifying loan payments on: a Eederall Direct
Lean (Including Federal Direct Consolidation
Leans) while werking full-time fer 10ryears in
pUNIIC service employment, the unpaid balance
on the lean Is fergiven by the: federal
government.




Wihat's the big picture’?\\

Example: John started out owing = s
$100,000! in gualifying debt at 7.45%
Interest and teok a full-time:’ pulklic service
Jolbrwithr a starting salany: off $40,000 with
annualiincreases of 5%. John stayed In
public service and paidl $49,132' ever 10
years under the IBR plan. The federal
government cancels the remaining
principal and! interest: $122,959.21



Wihat loans are eliginle for
fiergiveness?

Eligiklerioans include Eederal Direct Stafferd Leans (Subsidized and
Unsulbsidized), Federal Direct PLLUS Leans, and Federal Direct
Conselidation Leans:. Duke: Law graduates will neeaditer consolidate
thelrr federal leansi intera Federal Direct Loan; i erder to e eligible
for forgiveness.

Altheugh Perkins Loans are not eligible fior public service loan
forgiveness, Ifi they: are included in a Federal Direct Consolidation
Loan| the entire consoelidation loan;, icluding the: Perkins Loans, IS
eligible for public service lean fiergiveness.

Private loans are not eligivlerfor forgiveness:



Wihat Is: a “qualifying loan
payiment: 1or Loan Forglveness o)
PUpIIC Service Employees?

A payment onra Federal Diect Loan (Including a
Eederal Direct Conselidation Lean) of the
amount calculated under eitner the lncome:
Contingent Repayment (ICR) plan, the Inceme-
Based Repayment: (1BR) plan;, oK not Iess; than
the amount required under a Standare
Repayment plan based en a 10-year repayment
schedule.



Wiaen can. I begin counting 11y
time ) pUplic service towaras
forgneness?

Beginning Octoner 1, 2007, herewers Whe have
federal direct loans; (Including Eederal Direct
Conselidation’ leans) may: Begin counting tine: in
PURIIC SErVice. BorrowWers Who have: alieady/
consolidated thelrloans eutside off Federal Direct
must wait untif July: 1, 2008 for the rnght e
“reconsolidate intoer Federal Direct and hegin
counting time: In public service.



How to obtain a Federal Direct
Consolidation: loan:

Duke University 1s net a direct lending imstitution. 16
e eligible for fergivVeEREss;, Youl must conselidate: \/our
loansi Inte a Federal Direct Consolidation Loan.

Borrewers currently in scheol should consolidate tpen
gliaduating. Borewers Wherhave already: conselidaied
thelrr leans; eutside off Federal Direct must wait uniil
July 1, 2008 fer the right to “reconsoelidate™ into
Federal Direct and begini counting time 1n pullic
SEervice.



Fergiveness Terms

120 qualifying; payments (dor not have
10 e’ consecutive)

Must be empleyed full time i puklic
Senvice at the time off fergiveness



Wihat qualifiesias punblic Service?

TThe CCRAA defines a public service jolb as fellows: A full-time
Joli IR emergency management, government, militany/ Service, public
safety, law enforcement; public-healtn, publiceducation (including
early childhood education), social work inia puklic child ox family
SENVice agency, public interest law senvices (Including prosecution) or
public defense or legal advecacy. inl lew-inceme: communities at a
NENPrefit erganization), puklic child care, public service for
iIndividuals wiith disailities; public service for the elderly, public
librany sciences, school=based linrary sciences and other school:
Pased senvices; or at an| erganization that IS described In section
501(c)(3) of the Internall Revenue Code of: 1986/ and exempt from
taxation Under: section 501.(a) ofi such Code; o Teaching as a fiull-
time faculty memiber at a Trball Cellege: or UnlverSIty as defined in
section 316(hb) and other faculty teaching i high-needs; areas, as
determined by the Secretary.



Questions to consider:

Willlyeurwerk: the full ten yeansiin  puklic
SERVICE?

Wihat wWilllyeurgive tjprdy: censoelidating
Inte a diect loan (IorrewWer BENETits)?



Speciall Issue for 2008 Graduates:
Transition from ICR to IBR

IBR IS ot avaianie until July 1., 2009

Viay: 2008 graduiates; cani elect an: existing
repayment plan contingent: oi thelr INCeMEs
(ICR)

Main differences in these: plans; are in: the: way/
discretionary income Is calculated and hew
Interest Is; capltalized

The IBR programi allews Beirewers 1o pay. a
smaller pertion| of thelr discretionary Inceme

than ICR.



Speciall Issue for 2008 Graduates:
Transition from ICR te IBR

Payments made tnder ICR count toward
fiergIvVENEsSs.



Conclusion

(2) High-debt herrewers Wnho plan to spend: at Ieast ten years in
publici service careers should conselidate thelr student debt Into
federal direct censelidation leans, Use Inceme-contingent repayment
untl July: 1,2009;, and switchl te income-hased repayment on July: 1,
20)0)%)

(I5) High-delt borrowers Wher do not expect te) do puklic service b
nevertheless expect low Incomes for a long penod! of time may. alse
want te consider IBR, though this willtcause their total payments; to
Increase; andl no fiergiveness will'eceur untl 25 years have elapsed.

(¢) High-debt, lew-income herrewers Whoerare not Inr puklic service
and whoe expect thelr Incemes to fise substantially: over tinme might
use IBR to ease the repayment burden for a few: years, but this
repayment method will reguire: a higher level off totall repayment.
They willf prolhably repay: the' tetal ameunt ewing before 25 years
elapse, and therefore they will net qualiiy fer fergiveness.



REsource Page

Proefiessoer PhiliprShrag s article on: lLean EergIVeness:

Equal Justice Worksi CCRAA Overview:

Use the IBR menthly repayment: calculator:
o Use thhe ICR monthly: repayment calculator:

* Federal direct consolidation 1oan infermation; and
applications:


https://www.law.georgetown.edu/news/releases/documents/Forgiveness_000.pdf
http://www.equaljusticeworks.org/resource/ccraa
http://www.finaid.org/calculators/ibr.phtml
http://www.finaid.org/calculators/icr.phtml
http://loanconsolidation.ed.gov/
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