Student Loan Update: The Impact on Dental Students
As you may be aware, the Health Care and Education Reconciliation Act signed into law on March 30, 2010 will affect the way many dental students obtain federal loans for school.  One component of the Act is the elimination of the program that allowed banks and private lenders to provide federal loans. Beginning on July 1, 2010, all federal student loans will be funded through the Federal Direct Loan Program. This change may cause some students to graduate with multiple lenders. The Act also contains elements that will directly and indirectly enhance some existing federal programs that have the potential to help dental school graduates lower the cost of their debt. These programs include Income-Based Repayment (IBR), Public Service Loan Forgiveness (PSLF) and Federal Direct Loan Consolidation. 

IBR, which became available July 1, 2009, may be the most helpful program for new dental school graduates. IBR currently limits monthly payments to 15% of a borrower’s discretionary income and allows for interest subsidy. On a borrower’s subsidized loans, interest not satisfied by the borrower’s reduced monthly payment amount, would be paid by the government for up to three years once approved for IBR.  

Example: 
A dental student enters a General Practice Residency program earning a $45,000 salary for that year and graduates with $190,000 in student loan debt.  IBR could reduce monthly payments from $2,211 to $272 and result in subsidy savings of $1,813 over a 12 month period.*  
Additional enhancements to the program will take effect in 2014.
PSLF provides student loan forgiveness to those working in public service; therefore it is relevant to only a subset of dental school graduates.  For those students who are considering working for a nonprofit organization, a university or entering employment at a hospital, it is important to understand the mechanics of PSLF as savings may exceed $100,000 based on average debt levels for dental school graduates.
Historically, many dental students used the Federal Loan Consolidation program to lock in variable loans at low fixed interest rates. While many students took advantage of this opportunity, the value of the program diminished when the rates on new Stafford loans became fixed in 2006.  However, there are still borrowers who have variable rate loans and there is an opportunity until July 1, 2010 to lock in the current rate of 2.5% (or 2.0% if done within the grace period). If consolidating, it is important for borrowers to consider excluding higher rate loans in order to increase repayment flexibility in the future. 

These are just a few examples of how graduates may lower the cost of their student loan debt. Borrowers with large student loan balances must take a strategic approach to debt management because it will have a considerable impact on their financial net worth especially during the first few years of their career.  
GL Advisor is a unique service designed to help dental school graduates manage their student debt burden and other related matters to improve their financial well-being.  We act as an objective partner and help clients minimize the cost of student loan debt, increase liquidity through payment relief and save time so they can focus on their career. 

If you are interested to learn how you may benefit from the programs described above and other debt management strategies, sign up to receive a free personalized assessment at www.gladvisor.com or call 877-552-9907. 
ASDA members will receive a discounted fee for this service. 
*Assumptions: IBR scenario assumes an AGI of $38,000 and a loan portfolio of $34,000 of subsidized Stafford loans, $128,000 unsubsidized Stafford loans, and $28,000 of Grad PLUS loans. The monthly payments used in the example are the 10-year standard and the Income-Based Repayment plans. 
GL Advisor does not offer all services to residents of Nevada, New Hampshire, Idaho, Nebraska, and North Dakota at this time. 
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