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A Note From FIRST

Congratulations! Whether you are beginning or completing your medical education, you have worked hard to get
to where you are today, and the purpose of this publication is to help you develop a strategy for the successful

management of your education debt. Most of the repayment options and programs discussed are applicable only
to federal student loans — the type of debt that is the bulk (if not all) of what is borrowed by medical students.

Managing student loans may seem like a daunting, confusing, and sometimes downright frustrating task. Despite
this, it is vital to your financial future that you clearly understand the financial decisions you will make in the
immediate future and that you equip yourself with the knowledge to choose the best option possible.

This resource, the Education Debt Manager, is designed to help students, residents, and financial aid staff navigate
the complexities of medical student debt. Not only will this information help you borrow monies strategically,

it will also enable you to make wise repayment decisions by enhancing your understanding of important debt
management skills for future use (including during the lean years of residency).

Benjamin Franklin has been attributed with saying, “An investment in knowledge always pays the best interest.”
Be encouraged and know that this major investment you are making in yourself, your future, and the future of
health care will be rewarding, both personally and professionally.

The best advice | received when | was contemplating a career in medicine was
to concentrate my initial efforts on getting into medical school and leave the
issue of how to pay for it for another day. Advisors assured me that there would
be enough money available in the form of scholarships, grants, and low-interest
loans to pay for my medical education.

What they did not educate me about was debt management, the principle of
compound interest, and that it could take me the bulk of my professional career
to pay off my student loans.

It has been more than 20 years since | heard those words of advice, and I've
been passing them along to prospective medical students ever since. However,

I qualify my comments today with the fact that the trend line for medical student
indebtedness has become increasingly steep with each academic year.

Gary LeRoy, MD
Associate Dean Students must arrive at the door of the house of medicine with an enhanced
Wright State University awareness of how they will navigate the rising tide of medical education debt
Boonshoft School of Medicine they will encounter prior to their graduation.

Please note: Unless stated otherwise, the numbers and values related to student loan costs presented

in the following pages reflect the student loan emergency relief measures (first introduced as part of the
CARES Act, and then repeatedly extended thereafter), which include a 0% interest rate freeze from
March 13, 2020, to Jan. 31, 2022. Immediately prior to completion of this document, the provisions were
once again extended through May 1, 2022, but the numbers in this document do not reflect this extension.

We encourage you to visit the Federal Student Aid website for the most current information related to student
loan emergency relief measures and your federal student loans, StudentAid.gov/coronavirus.
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Education Debt

Paying for a medical education is challenging. In fact, the majority of medical school graduates complete their education
with the assistance of student loan financing — primarily in the form of federal student loans. In the graduating class
of 2021, 73% of medical students reported leaving medical school with student loan debt. Across the country, the
median level of debt for the class of 2021 was $200,000, including undergraduate debt (based on surveys of students

at public and private MD-granting medical schools).

The AAMC collects this type of data each year, and we share it with you as a point of reference. In the spring of
your graduating year, immediately before leaving medical school, you will also be asked to share your feedback

about your medical school experience via a survey called the Graduation Questionnaire (GQ).

We thank you in advance for taking the time to provide your valuable input on all aspects of your medical
education; it helps improve medical education for future students.

OCTOBER 2021
Medical Student Education:
Debt, Costs, and Loan Repayment

Fact Card for the Class of 2021

Education Debt Public Private All

Percentage with education debt 74% 70% 73%
Mean education debt of indebted only $194,280 $218,746 $203,062
(versus 2020, %) (13%) (10.5%) (2%)
Median education debt of indebted only $195,000 $220,000 $200,000
(versus 2020, %) (3%) (0%) (0%)

Education Debt (including premedical)

Percentage of Graduates

Public Private All
$100,000 or more 84% 82% 83%
$200,000 or more 49% 59% 53%
$300,000 or more 14% 27% 19%
Planning to enter loan forgiveness or repayment program 47%

Education Debt Breakdown

Percentage
of Graduates

Median Debt

Premedical education debt 30% $27,000

| Medical education debt \ 69% \ 5200000 |
Noneducation Debt or;eéi:z:;%:s Median Debt
Credit cards 10% $4,000
Residency and relocation loans 1% $10,000

include premedical education debt plus medical education debt.

Cost, In-State, 2021-22

Tuition and fees, first-year median

Source of data in tables above: FIRST analysis of AAMC 2021 Graduation Questionnaire data. Education debt figures

Public
$40,562 (14%)

Private
$65,650 (13%)

Cost of attendance (COA), first-year median

$65,085 (12%)

$90,138 (13%)

4-year COA for class of 2022, median

$263,488 (11%)

$357,868 (13%)

aamc.org/FIRST

Source: AAMC TSF Survey data from 88 public schools and 57 private schools.

Association of
American Medical Colleges
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Loan Basics for Medical Students and Residents

Getting Organized

The first step in managing your education debt is getting organized. Once you have all your documents gathered
and organized in a single place, you will be better prepared to manage your debt.

MedLoans® Organizer and Calculator

When putting your essential documents in order, you may rely on a folder system, a filing cabinet, a scanning-
and-saving process, or even a shoebox. The specific method you use is not as important as the actual process
of opening, reading — yes, reading — and saving your student loan documents.

To help you stay organized during medical school and residency, the AAMC has created an online resource
specifically designed for medical students and residents to safely and securely organize and save loan portfolio
information as well as calculate various repayment options. This tool can help you understand the impact of your
borrowing (that is, total interest cost) before you even accept a loan disbursement and provide total estimated
costs for different repayment strategies. Use the MedLoans Organizer and Calculator as you borrow and manage
these loans throughout repayment — it will empower you to make educated decisions about your student loans.

Use your AAMC username and password to log in to the MedLoans Organizer and Calculator.

aamc.org/medloans

For help with your username and password, contact Denine Hales at dhales@aamc.org.

To quickly and easily use the MedLoans Organizer and Calculator, log in to your Federal Student Aid (FSA) account

and select “Download My Aid Data” at the top of the page. The downloaded file with your loan information can

then be uploaded directly into your MedLoans Organizer. Just a few simple steps allow you to see estimates based
solely on your debt situation and potential career path. (The next page has more information.)

[

“Loans are less scary, and I've made
a strategy to confront them. I'm also
e Keep track of your student loan information. more confident that | can manage my

debt during residency and beyond
after using the MedLoans Calculator.”

e Upload your student loan data (details on page 7).

e Develop personalized repayment strategies.

-

Nathaniel Bayer
University of Rochester School
of Medicine and Dentistry

6 aamc.org/FIRST
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Know the Details of Your Loans

The next step to managing education debt is knowing the details of your loan portfolio — including the types
of loans you borrowed, the dates of disbursement, and the name of the servicer that you will eventually send
payments to. Good records will help you transition more easily into successful student loan management when
that time comes. However, if you do not have all of your loan information now, don’t despair. There are two
resources you can rely on to find the details of your debt:

e The financial aid office (premed and medical) may be able to help you identify the details of the loans borrowed.

¢ Your Federal Student Aid (FSA) account is where you will find details on your federal student loans. Visit
StudentAid.gov.

StudentAid.g

To log in, provide your username and password.

If you do not have a Federal Student Aid (FSA) ID, you will select the “Create an FSA ID" tab.

Most of the repayment options and programs discussed in the following sections are applicable to federal student
loans only. Inside your FSA account are details for most of your federal loans, including the current lender, servicer,
and outstanding principal balance (OPB) of each loan. This information is not real-time data, and due to processing
times and only periodic updates, your current loan balance may be different from what you see in your FSA account.
For the most up-to-date information, contact your loan servicers.

The only federal loans that will not be displayed in your FSA account are Loans for Disadvantaged Students (LDS)
and Primary Care Loans (PCL). Nonfederal loans (including private and institutional loans) are also not
listed in your FSA account.

To find the details of loans not shown in your FSA account, consult with your financial aid office or review your
credit report (annualcreditreport.com).

7 aamc.org/FIRST
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Lenders

To finance their education, most medical students borrow federally guaranteed student loans from the Direct Loan
(DL) program, also known as the William D. Ford Federal Direct Loan program (StudentAid.gov).

Currently, the DL program is the only lender disbursing federal student loans. The DL program lends money to
borrowers directly from the U.S. Department of Education, including Direct Unsubsidized Loans, Direct PLUS Loans,
and Direct Consolidation Loans.

Perkins Loans, Primary Care Loans (PCL), and Loans for Disadvantaged Students (LDS) are also federal student
loans. However, these loans are issued by a school on behalf of the federal government.

Once you know who your lenders are, the next and more important step is to find out who services the loans.
The loan servicer is important because, after separating from school, and until loans are fully repaid, the servicer
will be your point of contact for everything concerning these loans.

Servicers

After a lender disburses the loan, a servicer oversees the administration of the loan. Servicers also handle most
activities that occur during repayment, such as making payments, updating your contact information, processing
requests to postpone payments, and providing tax forms for potential student loan interest deductions. The servicers
of your loans can change. To stay informed about these changes, be sure to open and read all communications you
receive about your student loans, and if you have questions, call the loan servicer immediately.

For successful loan repayment, it’s crucial that you know the servicers of your loans and how to contact
them. To find the loan servicer for each of your federal student loans, log in to your FSA account at

StudentAid.gov.

Private Loans

The cost of your medical education, including all living expenses, should be completely covered by your financial
aid package (consisting of federal and institutional loans). If all of your expenses are not covered, you may look
at private loans to supplement your financial situation.

Private education loans may be less favorable than federal debt for a variety of reasons, including lack of
forgiveness programs, limited postponement options, and reduced control over the actual amount
of the required monthly payment.

The discrepancy between federal and private student loans exists because private education debt is not regulated
by the legislation that governs federal student loans, meaning the terms and conditions of private loans are at
the discretion of the private lender. Most of the repayment options and programs discussed in this document

are applicable only to your federal student loans.

Borrowing private loans should be done only after careful consideration. If you find yourself in need of
additional funds during medical school, visit your financial aid office to discuss other possible options.

If private education loans are already a part of your debt portfolio, you'll want to reach out to the private lender
to determine the terms and conditions that exist on those loans in order to better know how to manage them.

8 aamc.org/FIRST
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Resolving Disputes

If you are dissatisfied with your experience
in the federal student aid process, you can
file a formal complaint at the FSA Feedback
Center. However, if your situation involves a e You want to make voluntary payments.
disagreement with a loan servicer, prior to
submitting a complaint, you are encouraged
to first work directly with your loan servicer * You changed your name, address, or phone number.

to seek a resolution.

¢ You have questions about your loans.
* You need help selecting an affordable repayment plan.

* You dropped below half-time enroliment or take a leave

If a resolution cannot be found, then of absence (LOA).

submitting a formal complaint, at the FSA * You've graduated from medical school.
Feedback Center, is warranted. Once a
complaint is received, the U.S. Department
of Education’s FSA office works to provide
resolution within 60 days (if applicable and
pending the availability of all necessary data).

e You want to select or change repayment plans.

Ombudsman Group

If you disagree with the response provided to your complaint, or believe it to be incorrect, you can contact the
Federal Student Aid Ombudsman Group for additional assistance in gaining resolution. The Ombudsman Group is
a neutral and confidential resource that aids in resolving disputes about federal student loans. Though, realize, it
does not take “sides,” does not have the power to make binding decisions, and cannot overturn decisions of other
entities. The Ombudsman Group can be reached at StudentAid.gov/ombudsman or 1-877-557-2575.

Resources for Borrowers

If you experience problems or disputes with your loans, several resources are available to assist you, including:

FSA Feedback Center (for issues involving federal student loans)
1-844-651-0077 e StudentAid.gov/feedback

U.S. Department of Education FSA Ombudsman Group
1-877-557-2575 e StudentAid.gov/ombudsman

Student Loan Borrower Assistance Project
studentloanborrowerassistance.org

Consumer Financial Protection Bureau (for issues involving private student loans)
1-855-411-2372 e consumerfinance.gov

Debt Resolution for Defaulted Federal Student Aid

myeddebt.ed.gov

Total and Permanent Disability (TPD) Discharge Application
secure.disabilitydischarge.com/registration

9 aamc.org/FIRST
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Master Promissory Note (MPN)

The Master Promissory Note (MPN) is a legally binding contract between you and the lender of your federal student
loans (the U.S. Department of Education). Simply stated, an MPN is your documented promise to repay the debt
under the specified terms. Beginning in academic year 2021-2022, as a part of the Department of Education's
Informed Borrowing Confirmation process, you will be able (but not required) to complete the Annual Student Loan
Acknowledgment (ASLA). This will be done by logging in to your Federal Student Aid account at StudentAid.gov.
The ASLA confirms that you are aware of your outstanding level of debt before you receive additional Direct Loans.

The obligation to repay your student loan debt is a serious responsibility that cannot be excused, even if:
e Your course of study is not completed (or not completed in the regular amount of time).
¢ You do not receive the education program or service that you purchased.
e You are unable to obtain employment.

¢ You are dissatisfied with your education experience.

Responsibilities

e Prepay any federal loan without penalty. e Complete exit counseling before leaving

o Pt & camy o e L or dropping below half-time enrollment.

- Ghamge reparmEr s, e Make loan payments on time.

- P e rerieds e S sEiEs ¢ Make payments despite nonreceipt of a bill.

on certain loans. ¢ Notify the servicers of changes to your contact

e Use deferment or forbearance to postpone payments. OF el | miemme of

o Notify the servicers of changes in your

e Receive documentation of loan obligations,
enrollment status.

rights and responsibilities, and when the loan
is fully repaid.

For a complete list of a borrower’s rights and responsibilities, review the Borrower’s Rights and Responsibilities
Statement located in the MPN. Questions about this list or the terms and conditions of your federal student loans
can be directed to the lender, servicer, or your medical school’s financial aid office.

Less Than Full-Time, Leave of Absence, and Withdrawing

During medical school, if your status changes due to course load or enrollment dropping below half-time,

a leave of absence (LOA), or a withdrawal from the program, then loan repayment will begin on all your federal
student loans. This means, if a loan has a grace period, it will begin the moment any of the scenarios above occur.
In addition, if you're in one of these situations and return to full-time status after six or more months, any federal
student loans qualifying for grace periods will no longer qualify for another grace period (e.g., upon graduation
from medical school). Loan payments could be due on these loans immediately after graduating.

10 aamc.org/FIRST


http://www.aamc.org/FIRST
http://studentaid.gov

%EEH
D ®

ooono
ooono

If your full-time status does change, it is critical that
you contact the financial aid office staff immediately.
They will:

1) Guide you through the required exit counseling
for your loans.

2) Update you on which loans require immediate
repayment and which ones have a grace period.

If you think you may have experienced a status change
while you were enrolled but aren’t sure if this resulted in
using your grace period, you can contact your school'’s
financial aid office or reach out to your loan servicers to
see if your existing loans have a grace period and when
repayment is currently scheduled to begin.

Delinquency and Default

Medical school borrowers have a very low default rate.
This means that borrowers like you repay their loans
and repay them on time, and many even pay them off
earlier than required. The key to duplicating this positive

Delinquency
e Credit bureaus are notified.

e Credit is negatively affected.

Default
e Credit bureaus are notified.

¢ Entire balance becomes due immediately.

¢ Additional charges, fees, and collection costs
are assigned.

e Credit is negatively affected.
e \Wages and tax returns are garnished.

e Social Security and disability benefits
are withheld.

¢ Legal fees and court costs are your responsibility.

* You are ineligible for additional student aid.

repayment behavior with your debt portfolio is staying

organized and knowing when your payments are due. e Other federal debt collection methods are used.

During medical school and residency, consider using
automatic payment services such as online banking to schedule automatic student loan payments from your checking
or savings account. Scheduling automatic payments can be used as a strategy to ensure that all reoccurring payments
(loans, credit cards, utilities, etc.) are made on time.

Though payments are not required while one is enrolled in medical school, when the time comes to repay student
loans, if something slips through the cracks, the loan will be considered delinquent on the first day that the
payment is late. If a scheduled payment isn't made for 270 days, then the loan is considered in default.

There are negative consequences for both these situations (refer to the list above). Each will hurt your credit well into
the future, causing problems if you need credit for a house, a practice, and many, if not all, other consumer loans.

The record of defaulted loans remains on a credit report for at least seven years. If you are experiencing financial
difficulties, do not wait until it's too late — call your servicers to see what arrangements can be made.

Remember!

After you leave medical school, even if you do not receive a bill or repayment notice, payments are required
and must be made on your federal student loans. It is your responsibility to stay in touch with your loan
servicer(s) and make all payments ON TIME, even if you do not receive a bill!

" aamc.org/FIRST
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Loan Discharge

Repayment is a serious obligation; however, in certain cases, your federally guaranteed student loans may be
discharged and your repayment obligation cancelled or forgiven. Review your promissory note for all terms.

Rare Cases of
Bankruptcy

If you file for
bankruptcy and
can prove undue
hardship in court,
something that

is very difficult

to achieve

Death or Total/
Permanent Disability
In the case of death, a death certificate
must be submitted; in the case of disability,
the borrower must apply to have the loans
discharged and submit disability
certification from a
medical doctor School Closure or
False Certification
If the school closed before
you completed your program,
falsely certified your loan
. eligibility, or failed to
D|scharge may return funds to the
be available lender on your

K behalf
in cases of:

Identity Theft Unpaid Refund
If you are the victim of If you withdrew from
identity theft and the school but the school didn't
loans are not yours pay a refund it owed the lender

While you would never want any of these things to happen, if they do, your servicer(s) must be notified
so that the appropriate discharge process can begin. For more information, visit StudentAid.gov/manage-loans/

forgiveness-cancellation.

12 aamc.org/FIRST
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Know the Type of Loans You Borrowed

Important Loan Details

The terms “subsidized” and “unsubsidized” probably sound familiar, but do you know what a subsidy actually is?
It's financial assistance that covers accruing interest. The result of a subsidy is that no interest accrues on the loan
for the borrower while the subsidy is active. The subsidy only works while you are in school, during qualifying
periods of grace and deferment, and during parts of some repayment plans.

As of July 2012, Direct Subsidized Loans are no longer available to graduate or professional students. Therefore,
the majority of a medical student’s debt will likely be unsubsidized in the form of Direct Unsubsidized Loans.

As is the case with any unsubsidized loans, Direct Unsubsidized Loans accrue interest from the date of their
disbursement, and payment of that interest will ultimately be the borrower’s responsibility.

Subsidized Unsubsidized

These loans receive an interest subsidy These loans accrue interest from the date
in which the government or your of disbursement. If the interest is unpaid, it
medical school pays accruing interest will be added back to the principal balance
on your behalf while you're enrolled in (original amount borrowed) at specific points
school and during periods of grace and via a process called capitalization. You are
authorized deferment. responsible for this interest.

Direct Subsidized Direct Unsubsidized
Perkins* Direct PLUS

Loans for Disadvantaged Private/Alternative
Students (LDS)* Institutional Loans (some)
Primary Care Loans (PCL) Direct Consolidation**
Institutional Loans (some)

Direct Consolidation**

To reduce the cost of interest and capitalization, consider making payments
(when possible) toward the interest accruing on your UNSUBSIDIZED loans while
you're in school, in grace, in deferment, or in forbearance.

*|f consolidated, Perkins and LDS Loans lose their favorable grace and deferment rights and also become
unsubsidized balances.

**|n a Direct Consolidation Loan, subsidized balances remain subsidized and unsubsidized balances remain
unsubsidized — with the exception of Perkins and LDS Loans.

13 aamc.org/FIRST
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Understand the Total Cost

You have heard the saying that nothing in life is free, and your student
loans certainly are no exception. However, understanding exactly how
your loans cost you money will help you make smart borrowing and

repayment decisions. If your loans are borrowed and paid strategically,

you could save yourself time and money. Manage

There are three primary factors that contribute to the cost your debt —

of your loans: don‘t let it
manage you!

1. Interest
2. Capitalization
3. Length of Repayment

Interest

The lender charges you to use its money. This charge is known as interest. Understanding the way interest accrues is
essential to managing your debt. The most important fact to know about student loan interest is that if the loan is not
subsidized, interest accrues on the outstanding principal balance of the loan beginning on the date of disbursement.
You always have the right to pay the accruing interest — even if no payments are required.

How Interest Accrues on Student Loans

Interest 