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SUMMARY: Education beyond High School can be expensive. Many of us come out of the experience with 
student loan debt, which can often take many years to pay off. Unlike other debts, if you suffer a financial 
setback, student loan debt typically cannot be discharged in a bankruptcy. Because of this and other reasons, it is 
beneficial to know the repayment options and resources available to assist you. 

 

START WITH KNOWING THE TYPES OF LOANS YOU HAVE: The four main types of student loans are: 1) 
Federal Student loans (Stafford subsidized, Stafford unsubsidized, Perkins), 2) Parent PLUS and Grad PLUS loans, 
3) Federal Consolidation Loans (Direct Consolidation Loans), and 4) Private student loans.  

 

FEDERAL LOAN REPAYMENT OPTIONS: If you have federal loans, you may be eligible for one or more of these 

 Standard Repayment: Payments of at least $50 and up to 10 year term. 

 Extended Repayment: A fixed or graduated payment and up to 25 year repayment term. 

 Graduated Repayment Plan: Payments start low and increase every 2 years. 10 to 25 year repayment. 

 Income Based Repayment Plan (IBR): Payment is generally 15% of discretionary income. 

 Pay As Your Earn Plan: Payment is generally 10% of discretionary income 

 Income Contingent Repayment Plan (ICR): Payment is the lesser of 20% of discretionary income or the 
fixed payment amount you would pay over the course of 12 years. 

 Income Sensitive Repayment Plan: Eligibility and payments based on your annual income. 

 

TIPS, CAUTIONS, LINKS: 

 Check the on-line National Student Loan Data System (NSLDS) to access your Federal Student Loan 
information: https://www.nslds.ed.gov/nslds/nslds_SA/  

 If considering consolidation, keep Private and Federal Student Loans separate. You can lose many 
benefits and protections if Federal Loans are consolidated with Private Loans into one Private loan. 

 Use the Department of Education Repayment Estimator to see which repayment plans you may be 
eligible for: https://studentloans.gov/myDirectLoan/mobile/repayment/repaymentEstimator.action 

 Student loans are generally NOT dischargeable in bankruptcy proceedings. Collection efforts can include 
steps including wage garnishment and seizing tax refunds. The best strategy is to be proactive about 
finding ways to keep you student loan payments current. 

 Loan forgiveness programs are available if you are a teacher or work in the public service field: 
https://studentaid.ed.gov/sa/repay-loans/forgiveness-cancellation  

 For Federal Student Loans in default, there are three options for resolving the situation: repayment, 
rehabilitation, and consolidation. https://studentaid.ed.gov/sa/repay-loans/default/get-out  

 The DOE Office of the Ombudsman can assist with resolving problems with Federal Student Loans or to 
help settle disputes https://studentaid.ed.gov/sa/repay-loans/disputes/prepare/contact-ombudsman  

 Finaid.org is a great source for information on Private Student Loans as well as Federal Student Loans. 
http://www.finaid.org/loans/privatestudentloans.phtml  

 If you need help making your loan payment, contact your lender as soon as possible, even if you haven’t 
fallen behind yet. You may also get assistance from specially trained student loan counselors through 
www.nfcc.org 
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KEY TERMS: 

CAPITALIZED INTEREST: Many borrowers find that their student loan balance is higher than when they began 
making payments. This can happen with the payments do not cover all the interest accruing on a loan. The 
interest is then capitalized, or made part of the loan balance, that itself may accrue interest. 

COSIGNER: With private loans often a parent or other relative may have acted as cosigner on your student loan. 
Co-signers take responsibility for completing loan repayment if the primary borrower does not and are subject to 
all collection efforts as the primary borrower. 

DEFAULT: Failure to make student loan payments. Loans go into default after 270 days of non-payment. 

DEFERMENT: A period of time when your student loan payment, including interest is temporarily postponed.  

FEDERAL GUARANTEED STUDENT LOAN: A form of financial aid that must be paid back with interest.  Rates are 
lower and there are options for repayment. 

FEDERAL CONSOLIDATION LOAN: A loan that repays multiple outstanding student loans and replaces it with one 
loan and one payment. Typically comes with an extended repayment period. 

FORBEARANCE: Forbearance allows you to stop or reduce your student loan payments for up to 12 months.  
Interest continues to accrue. 

GRACE PERIOD: A period of time where you are no longer a student, but student loan payment have not yet 
become due. Most loans provide a 6 or 9 month grace period after exiting school before loan payments are to 
begin. 

LOAN SERVICER: The company that handles the billing and other services related to your Federal Student Loan. 

NATIONAL STUDENT LOAN DATA SYSTEM (NSLDS): Central data base for Federal Student Financial Aid. 

PARENT PLUS LOANS AND GRAD PLUS LOANS: Federal loans that graduate students and parents of dependent 
undergraduate students can use to pay college expenses. Loans are subject to credit qualification. 

PRIVATE STUDENT LOAN: Loan made by a financial institution, not guaranteed by the Federal government.  
Typically come with a higher interest rate and are subject to credit qualification. 

PUBLIC SERVICE LOAN FORGIVENESS PROGRAM: Borrows may qualify for forgiveness of remaining balance after 
making 120 on-time payments and working in a qualifying public service job. 

REHABILITATION: rehabilitation places a defaulted loan back in good standing and you may once again be eligible 
for deferment, forbearance, or other benefits.  You must voluntarily make reasonable and affordable payments 
for the agreed upon period. 

TEACHER LOAN FORGIVENESS: By teaching full-time for 5 consecutive years in an elementary or secondary 
school or other educational servicing agency, you may be eligible for up to $17,500 of loan forgiveness. Only 
some Federal student loans qualify. 

WAGE GARNISHMENT: The ability for a lender have up to 25% of your net wages (income after taxes) deducted 
from your pay and sent to them as payment for a debt in default, until the debt and associated collection costs 
are paid in full. Wage garnishments are difficult to remove once put in place. 


