
May 26-29, 2026

Get to Know 

Private Student Loans

 Myths vs Facts

Andy Weaver
Business Development Advisor
aweaver@kheslc.com



DISCLAIMER

Members of the Association recognize that one of the purposes of the 
Association is to provide training and informational services to its members 
through training conferences and periodic written material.  While the 
Association shall utilize its best efforts to provide its members with the most 
current information available, there can be no assurances or warranty that its 
interpretation of any rule, regulation or statue will be in conformance with any 
present or future interpretation of such rule, regulation or statute by any 
appropriate governmental authority.  Accordingly, each member shall hold the 
Association harmless from any claims, damages, or liability resulting from such 
member’s use of any information, data, or interpretations as provided to such 
members by the Association.



About Us.
The KHESLC Difference
Nonprofit. Student-Focused. Kentucky-Based.
• Mission-driven lender serving students—not investors 
• Revenues reinvested to support students and families 

Stability in an Unstable Market
• Transparent fixed-rate ranges 
• No origination fees, application fees or prepayment penalties 
• Consistent underwriting approach 

Servicing You Can Trust
• Loans are never sold 
• Local, accessible customer support – Call wait time substantially 

shorter than the big servicers

Designed for Today’s Funding Gaps
• Complements federal aid—not replaces it 
• Helps bridge gaps created by federal loan changes 
• Flexible in-school repayment options (including low-payment 

options) 

KHESLC offers affordable rates on Advantage Education Loans and  

Advantage Refinance Loans and is licensed in 40 states. 

Nonprofit Private Lender

Our Loan Products
Private Undergraduate, Graduate, Medical and 
Parent Loans

Refinance or consolidate any school-certified loans.

KHEAA, KHESLC’s sister organization, partners with 
schools, students and parents to support the pursuit of 
higher education through outreach initiatives and a range 
of printed and digital resources. 

In addition, KHEAA offers Cohort Default Management 
Services designed to support students in successfully 
managing student loan repayment while helping schools 
monitor and maintain healthy cohort default rates.



1. Private loans have higher rates than federal student loans.

2. Private loans have more fees than federal student loans.

3. Private loans always require a co-signer.

4. Co-signers are held responsible for the duration of the loan.

5. A Google search is the best way to find a private loan lender.

6. Private lenders are all for-profit.

7. Private loans lead to more student debt.

8. Private loan lenders don’t offer forbearances or deferments

9. Private loans do not provide as many repayment options as federal loans.

10. Interest on private student loans is not tax deductible.

Some Misconceptions About Private Loans



Competitive Rates and Fewer Fees
1. Federal Student Loans may not have 

the lowest rates

The federal student loan rate is set once a year.  For 

2025-26 the interest rate is set at 6.39% for 

undergraduate loans, 7.94% for graduate Direct 

Unsubsidized Loans and 8.94% for PLUS loans.

2. Private Student Loans often have lower 
costs and fewer fees than federal 
student loans

Many private student loan lenders charge no loan 

application, origination or other fees.  The 

origination fee on Federal Direct Loans for 2025-26 

is 1.057% and Direct Plus Loan fees are 4.288%.

Private Student Loan Lenders  
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Co-signers Help but There are Options
3. Co-signers are not required for all private loans

Adding a co-signer to your loan may help you to qualify for 

a lower interest rate.  However, if you have a low debt-to-

income ratio and good credit, you may not need a co-

signer.

4. A co-signer is not on the hook for the life of the loan

Most major lenders have a co-signer release option.  If the 

borrower makes timely payments for a pre-determined number of 

consecutive months (usually ranging from 12 to 48 months), the 

co-signer may be released from obligation.



Lender Lists are the Best Source
5. When searching for a private student loan lender, a 

Google search may not provide all the best options.

When you conduct a Google search, the companies that are 

most likely to show up are those companies that pay to be 

positioned at the top of the list through strategic search engine 

optimization (SEO).

Some schools provide a Preferred Lender List,  which is one of 

the best ways to compare different private lenders.

Elm Select and Great Lakes are companies that provide neutral 

comparisons of student loans.

https://www.elmselect.com  https://mygreatlakes.org/

If the borrower has an existing relationship with a bank or 

lending institution, there may be special promotions for being a 

current customer..

Note that “Sponsored results” 

indicates paid listings.

Google.com

https://www.elmselect.com/


State-based Lenders are Not in it for the Money
6. Some Private Lenders are not-for-profit

Some private student loan lenders are 

nonprofit organizations created by state 

legislatures to provide low cost student loans.

Not-for-profit lenders have one goal – to help 

students pay for college.  That means any 

money they make does not go to enrich 

shareholders or executives.  All profits go back 

to helping students and families.

Source: EFC, Education Finance Council

Examples of State-Based Student Loan Lenders

Alaska Alaska Commission on Postsecondary Education (ACPE)

Connecticut Connecticut Higher Education Supplemental Loan Authority 
(CHESLA)

Indiana InVestEd

Kentucky Kentucky Higher Education Student Loan Corporation 
(KHESLC)

Massachusetts Massachusetts Educational Financing Authority (MEFA)

Minnesota SELF Loan

New Jersey Higher Education Assistance Authority

Pennsylvania Pennsylvania Higher Education Assistance Authority 
(PHEAA)

Rhode Island Rhode Island Student Loan Authority (RISLA)

Vermont Vermont Student Assistance Corporation 
(VSAC)



Private Lenders Have More Guard Rails
7. Private Loans do not lead to greater student loan debt.

Federal loans consider the cost of attendance 

and other grants, scholarship and financial aid 

received.  The borrower’s ability to repay the 

federal loan is not factored in.

Private lenders will take into consideration 

income and credit scores.  This will sometimes 

result in a lower loan amount being approved 

but will help to prevent the borrower from 

taking on more debt than they can repay.

Federal Student Loan

Cost of Attendance:        $40,000
Grants, Scholarships:      - 10,000
Other Financial aid:           - 5,000
 
Amount of Federal Loan $25,000

Private Student Loans

Income
FICO Score

Cost of Attendance
Grants, Scholarships and Other 

Financial Aid



Helping Borrowers Succeed is the Business Model

8. Private Lenders do work with borrowers if they 
have a hardship.

It is in the lender’s best interest to work with borrowers to 

prevent a loan from defaulting.    Most lenders will offer a 

payment reduction or brief pause in payments if you notify the 

lender prior to missing a payment.  An interest only forbearance 

may be available for some hardship cases.

However, if there is a cosigner on the loan who can afford to 

make the payments for you, the lender may not be inclined to 

offer a deferment.  That is one reason to file for a co-signer 

release as soon as you are eligible.



Private Lenders = Choice

9. Private Lenders have many repayment options and loan terms. and a 
variety of perks

Repayment Options

❑ Immediate- Principle and Interest after final 

disbursement

❑ Interest Only- Interest only after final disbursement

❑ Deferred Until after College - Postponed until after 

school for 6 months

Some lenders offer 5, 10, 15 and 20-year repayment terms.

Loan Terms

❑ Rate reduction with autopay

❑ Death and disability benefits

❑ No satisfactory academic progress

❑ No application or origination fees

❑ Payment of past due balance

❑ Less than half-time enrollment

❑ Cosigner release

Additional Perks



Private or Federal – Same Tax Benefit

10.The interest on both private student loans and 

federal student loans is tax deductible.

For 2025 the deduction was the lessor of $2,500 or 

the amount of interest actually paid.*

*Deduction is gradually phased out for higher income filers.

IRS Requirements for Student Loan Interest

Publication 970, Tax Benefits for Education, 

IRS, 2024



When Other Funding Sources are Not Enough,

 Private Loans are There for You

Federal student loans offer a low rate and do not require credit 

checks. If the borrower is going into a public service field, then 

the loan forgiveness benefits may be worth looking in to. 

Federal Student Loans

Private Loans

Many schools provide aid packages that reduce the cost of 

attendance and lower how much needs to be borrowed.  

Aid Package from School

Free money should always be utilized first.

Grants and Scholarships

Make sure you have all the facts about private loans.  Private loans 

can help fill in the gaps that federal student loans don’t cover.   

Private loans may also offer you a rate and flexibility in payment 

terms that make the most sense.

Private 

Loans

Federal Student

 Loans

Aid Package from School

Grants and  Scholarships



QUESTIONS?



THANK YOU!

May 26-29, 2026
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