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FINANCIAL MATTERS

How to

Make Your =

Student
Loans

Disappear

The Public Service Loan
Forgiveness option
is a possible solution.

BY BRYAN M. KUDERNA
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he statistics on student

loans are harrowing...

$1.38 trillion outstand-

ing,’ 44 million Ameri-

cans have them, 10 mil-
lion of those are in default.? I'll stop
there because I'm a pretty optimis-
tic guy and the deeper you dig into
this topic, the uglier it gets. The
average graduate carrying $32,371°
of student loan debt has plenty of
payment options to clean the slate
in a manageable period of time. I
know plenty of millennials hopping
on the student loan-bashing wagon,
who wouldn’t balk at financing
$40,000 to buy a new BMW, so let’s
keep perspective. However, what
about the newlywed couple shop-
ping for their first condo with over
$1 million of debt already on the
balance sheet?

These rare cases are not as rare
as you think. Meet Mr. and Mrs.
Jones, Esq. Let me introduce Dr.
Smith. These astronomical student
loan balances are fairly restricted to

www.podiatrym.com

graduates of medical or law school,
but in those circles, student loan
debt is measured by six-figures. A
common case study is the student
who finances $50,000 of undergrad-
uate debt at 5% interest, then puts
the repayment on forbearance for
another four years while attending
medical school, which racks up an-

credit cards and add a $50,000 auto
loan for that dream car, saying, “I'm
swamped anyway, what’s a little
more debt.” I do not recommend
this.

2) Pay It. You can pay the debt
off with what after interest can tally
up to over $744,000* in our example
above. This candidate may be better

The statistics on student loans are harrowing...

$1.38 trillion outstanding

other $250,000 of debt at 7%. The
graduate then makes a small in-
come-based repayment throughout
four years of low-income residen-
cy that hardly even touches the in-
terest, finally entering his/her ca-
reer with what ballooned to now a
$400,000 balance owed. So, what do
you do?

1) Panic. Get lost in the over-
whelming balances, live lavishly on

served refinancing to a lower rate in
the private market.

3) Forgive It. Let’s take a closer
look at perhaps the most ideal option.

Public Service Loan Forgiveness
The Public Service Loan Forgive-
ness option is the most recognizable
for folks with insane student loan
balances. In short, the program for-
Continued on page 72
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Student Loans (from page 71)

gives the remaining balance of your
Federal Direct Loans after you have
made 120 qualifying monthly pay-
ments under a qualifying repayment
plan while working for a qualifying
employer.® A Qualifying Payment is a
full payment made on-time or within
15 days of the due date during an In-
come-Driven Repayment plan (PAYE,
REPAYE, IBR, or ICR).

They do NOT need to be con-
secutive payments to qualify for
forgiveness; this is a very common
misconception. A qualifying em-
ployer is a government organization
or nonprofit 501(3)(c). You must
be recognized as full-time by your
employer and working at least 30
hours per week. PLEASE NOTE—
working in a non-profit or govern-
ment agency while being employed
by an outside contractor does NOT
count.

Candidates can keep track of
how many credits they have towards
120 by completing an Employment
Certification form and logging on to
FedLoan Servicing (doing this an-

given—of the first 7,500 unique
applications submitted, the Depart-
ment of Education expects to ap-
prove fewer than 1,000° in 2018.
This is mostly due to the lack of
qualifying repayment plans back
in 2007-2008, requiring applicants
to add some more qualifying pay-
ments before re-submitting or going
to TEPSLF. The Trump Administra-
tion’s budget does propose eliminat-
ing PSLF at some point in the future

tuity. That begs the question... what
is Harvard doing charging students
$67,580 annually." while sitting on a
$36.4 billion endowment fund? PSLF
is just one forgiveness option, but it
could be the pathway to achieving
your dream career while controlling
an otherwise unbearable debt. PM
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There is no income requirement to apply
for a PSLF.

in favor of other educational goals;
however, they have been clear that
if this does occur, any current bor-
rowers would be unaffected and still
eligible for forgiveness.’

Recent news regarding some
states suing Navient, a student loan
servicer formerly known as Sallie
Mae, has created even more confu-
sion. The servicer is in ongoing law-
suits surrounding guidance to bor-

The Public Service Loan Forgiveness option

is the most recognizable

for folks with insane student loan balances.

nually is strongly recommended, al-
though not mandatory).® After you've
reached 120 payments, you can sub-
mit your PSLF application and your
balance may be forgiven.

To dispel some common
myths... There is no income require-
ment to apply for a PSLF. According
to the IRS, loans forgiven by PSLF
will NOT create a taxable event. Ap-
plicants who were recently denied
(the program has only been around
since 2007 so we are witnessing
our earliest qualifiers) can apply for
Temporary Expanded Public Service
Loan Forgiveness (TEPSLF), which
will assist borrowers who were
using a non-qualifying repayment
option such as a Graduated Repay-
ment Plan.’

People have had their loans for-

rowers that could result in higher or
longer repayments than necessary.
They are not being sued for failing
to participate with PSLF. The U.S.
Government is not being sued either,
despite the common commingling of
organizations.

Student loans have obviously got-
ten to be a huge issue in our coun-
try, perhaps even an epidemic. Fu-
ture doctors who don’t even want to
deal with this mess can now consid-
er The New York University Medical
School, a top 10-ranked program,"
which recently announced free tuition
to all students, regardless of financial
need. Over the past 11 years, NYU
has raised $450 million to launch the
initiative, and estimates that with an
endowment of $600 million, they’ll be
able to provide free tuition in perpe-

JANUARY 2019 | PODIATRY MANAGEMENT

* https://www.federalreserve.gov/
publications/2017-economic-well-being-
of-us-households-in-2016-education-debt-
loans.htm

* $400k loan at 7% interest over 20yr
Repayment

* https://studentaid.ed.gov/sa/re-
pay-loans/forgiveness-cancellation/pub-
lic-service

¢ https://studentaid.ed.gov/sa/sites/
default/files/public-service-employ-
ment-certification-form.pdf

” https://studentaid.ed.gov/sa/re-
pay-loans/forgiveness-cancellation/
public-service/temporary-expanded-pub-
lic-service-loan-forgiveness

¢ https://studentloanhero.com/news/
anyone-actually-received-public-ser-
vice-loan-forgiveness/

° https://www.washingtonpost.
com/news/grade-point/wp/2017/05/23/
on-track-for-public-service-loan-for-
giveness-good-news-youre-not-in-dan-
ger-from-trumps-budget/?utm_ter-
m=.9afe98751b8d

" https://wWww.usnews.com/
best-graduate-schools/top-medical-schools

"' https://www.harvard.edu/
about-harvard/harvard-glance

Bryan M. Kuderna

is a Certified Financial
Planner™, Life Under-
writer Training Council
Fellow, and Investment
Adviser Representative
with the Kuderna Fi-
nancial Team. He is a
perennial qualifier for
the industry’s presti-
gious Million Dollar Round Table®, Leaders
Club, and Inner Circle. He is the author of the
best-selling book, Millennial Millionaire-A Guide
to Become a Millionaire by 30.

www.podiatrym.com



