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Direct Loan Types
The Direct Loan ProgramSM offers the following  
types of loans:

u	 Direct Subsidized Loans:
	 ■	� For students with financial need.

	 ■	 You must be enrolled at least half-time.

	 ■	� No interest is charged while you are in school at least half-
time, during your grace period, and during deferment periods.

	 ■	�� You do not have to make payments while you are attending 
school at least half-time and during your grace period.

	 ■	� You will receive a six-month grace period after you drop 
below half-time.

u	 Direct Unsubsidized Loans:
	 ■	�� Not based on financial need.

	 ■	�� You must be enrolled at least half-time.

	 ■	�� Interest is charged during all periods.

	 ■	�� You do not have to make payments while you are attending 
school at least half-time and during your grace period, but 
interest will continue to be charged.

	 ■	�� You will receive a six month grace period after you drop 
below half-time.

u	 Direct PLUS Loans:
	 ■	�� Unsubsidized loans for graduate or professional students 

(and for parents of dependent undergraduate students).

	 ■	�� You must be enrolled at least half-time.

	 ■	�� You can borrow up to the school’s cost of attendance, less  
all other financial assistance you receive.

	 ■	�� Interest is charged during all periods.

	 ■	� Direct PLUS Loans do not have a grace period. The 
repayment begins as soon as the loan is fully disbursed,  
but you may defer repayment while you are enrolled at least 
half-time and for an additional six months after you drop 
below half-time.

	 ■	� To qualify for a Direct PLUS Loan, you must not have an 
adverse credit history. A credit check will be conducted.

	 ■	� If you have an adverse credit history, you may still qualify for a 
Direct PLUS Loan if you obtain an endorser who does not have 
an adverse credit history, or if you document to our satisfaction 
that there are extenuating circumstances related to your adverse 
credit history. (An endorser is someone who agrees to repay a 
Direct PLUS Loan if you do not repay the loan.)
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u	 Direct Consolidation Loans:

	 �	� Eligible federal student loans can be combined into one 
Direct Consolidation Loan.

Borrow Wisely 
u	�Your school will award you the maximum amount of loan 

money for which you are eligible, unless you request less.  
You may decline any portion or all of a loan you do not need.

u	�Borrow conservatively. Never borrow more than you can 
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	 ■	� Direct Subsidized Loans and Direct Unsubsidized Loans have 
a six-month grace period that begins when you drop below 
half-time enrollment. The repayment period begins at the end 
of the six-month grace period. Direct PLUS Loans do not have 
a grace period. The repayment period begins when the loan is 
fully disbursed (though you may defer repayment while you are 
in school at least half-time).

	 ■	� No interest is charged on Direct Subsidized Loans while you 
are in school at least half-time, during the grace period, and 
during deferment periods. Interest is charged on Direct 
Unsubsidized Loans and Direct PLUS Loans during all 
periods, starting on the date of the first loan disbursement. 

You Must Repay Your Loans
u	�You must repay the full amount of your loans, even if you:

	 ■	� Do not complete your program of study, or do not complete 
the program within the normal time for completing it;

	 ■	�� Cannot find employment after graduation; or

	 ■	�� Are not satisfied with or did not receive from your school the 
education or other services that you paid for with your loan.

Use of Your Loan Money
You may use your loan money only to pay for authorized 
educational expenses at the school that certified your loan eligibility.

u	�Authorized educational expenses include:

	 ■	 Tuition

	 ■	 Room and board

	 ■	 Institutional fees

	 ■	 Books

	 ■	 Supplies

	 ■	 Equipment

	 ■	 Dependent child care expenses

	 ■	 Transportation and commuting expenses

	 ■	 Rental or purchase of a personal computer

	 ■	 Loan fees

	 ■	 Other documented, authorized costs
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The Master Promissory Note
u	�To take out a Direct Loan for the first time, you must  

complete a Master Promissory Note (MPN).

u	� If your school offers the option of completing the MPN 
electronically, you can complete the MPN online at 
StudentLoans.gov (https://studentloans.gov). You also  
have the option of completing a paper MPN.

u	�The MPN is a legal document in which you promise to repay 
your loan(s) and any accrued interest and fees to the Department.  
It also explains the terms and conditions of your loan(s).

u	�In most cases, once you’ve submitted an MPN and it’s been 
accepted, you won’t have to complete a new MPN for future 
Direct LoansSM you receive.

u	�There is one MPN for Direct Subsidized Loans and Direct 
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u	�Generally, your school will disburse your loan money in more  
than one installment, at times that are determined in accordance 
with federal regulations.

u	�If the loan disbursement amount exceeds school charges,  
the remaining balance of the disbursement will be paid to  
you directly by check or other means.

u	�You will be notified in writing each time your  
school disburses a portion of your loan.

	 ■	  
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u	�The actual loan amount you are eligible to receive is determined 
by your school, and is based on your academic level, whether 
you are dependent or independent, and other factors such as:

	 ■	� The length of your program;

	 ■	 Your cost of attendance;

	 ■	� Your Expected Family Contribution (EFC);

	 ■	 Other financial aid you receive; and

	 ■	� Your remaining eligibility under the annual and aggregate 
loan limits.

u	�The actual amount you receive for an academic year may be less 
than the maximum annual amounts shown in the chart above.

u	�If you are enrolled in certain health professions programs, you 
may qualify for higher annual and aggregate limits on Direct 
Unsubsidized Loans. Contact your school’s financial aid office 
for information.

u	�
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Direct Subsidized Loan and  
Direct Unsubsidized Loan  
Interest Rates and Payment of Interest
u	�All Direct Subsidized Loans and Direct Unsubsidized  

Loans have a fixed interest rate (this means that the interest  
rate will not change).

u	�Direct Subsidized Loans made to undergraduate students  
have different fixed interest rates depending on the date the  
first loan disbursement is made, as shown in this chart.

Date of First Disbursement Interest Rate

July 1, 2009, through June 30, 2010 5.6%

July 1, 2010, through June 30, 2011 4.5% 

July 1, 2011, through June 30, 2012 3.4% 

on or after July 1, 2012 6.8% 

u	�
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between July 1, 2009, and June 30, 2010, have a loan fee 
of 1.5%. Loans with a first disbursement date on or after 
July 1, 2010, will have a loan fee of 1%.

u	�The loan fee for all Direct PLUS Loans is 4%.

u	�The specific loan fee that you are charged will be included  
in a disclosure statement you will receive after the first 
disbursement of your loan.

Half-time Enrollment
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u	�The in-school deferment on a Direct PLUS Loan first 
disbursed on or after July 1, 2008, will continue for an additional 
six months after you drop below half-time status. If you have 
a Direct PLUS Loan with a first disbursement date before 
July 1, 2008, your in-school deferment will end when you drop 
below half-time and you must begin making payments, unless 
you receive another type of deferment or a forbearance. If you 
resume enrollment on at least a half-time basis, you will again 
qualify for an in-school deferment. 

Changes You Must Report
u	�It is your responsibility to contact your Direct Loan servicer 

and your school if you:

	 ■	� Stop attending school or drop below half-time enrollment;

	 ■	� Graduate;

	 ■	�� Fail to enroll at the school that determined you were eligible 
to receive your loan;

	 ■	�� Do not enroll at least half-time for the loan period certified 
by your school;

	 ■	�� Transfer to another school; or

	 ■	� Change your name, address, or phone number.

u	�A scheduled break in enrollment, such as the summer session 
at many traditional four-year schools, is not considered an 
interruption in your enrollment if you are planning to return to 
school during the next regularly scheduled enrollment period.

u	�You must receive exit counseling before you leave school or 
drop below half-time enrollment.

u	�� If you are a reservist called to active duty with the U.S. Armed 
Forces for more than 30 days, contact your Direct Loan 
servicer to let them know your status.

	 ■	�� If you are called or ordered to active duty for more than 30 
days from a reserve component of the U.S. Armed Forces, 
the period of your active duty service and the time necessary 
for you to reenroll in school after your active duty ends are not 
counted as part of your grace period.

	 ■	� However, the total period that is excluded from your grace 
period may not exceed three years.

	 ■	�� If the call or order to active duty occurs while you are in school 
and requires you to drop below half-time enrollment, the start 
of your grace period will be delayed until after the end of the 
excluded period.

	 ■	� If the call or order to active duty occurs during your grace 
period, you will receive a full six-month grace period at the 
end of the excluded period.



Direct Loans on the Web: www.direct.ed.gov     11

Repaying Direct Loans
u	�You must repay the full amount of each Direct Loan you 

receive, plus interest.

u	� The repayment period for each Direct Subsidized Loan and Direct 
Unsubsidized Loan that you receive begins on the day after your 
grace period ends. The Direct Loan servicer will notify you of the 
date your first payment is due.

u	� The repayment period for each Direct PLUS Loan that you receive 
begins on the date the final loan disbursement is made. There is 
no grace period for Direct PLUS Loans. However, you may defer 
making payments while you are enrolled in school at least half-
time, and (for Direct PLUS Loans with a first disbursement date 
on or after July 1, 2008) for an additional six months after you 
cease to be enrolled on at least a half-time basis.

u	�You must make payments on your loan even if you do not 
receive a bill or repayment notice. Billing information is 
sent to you as a convenience, and you are obligated to make 
payments even if you do not receive a notice or bill.

u	�There are five repayment plans with different terms that are 
designed to meet the financial needs of almost any borrower. 
If you can show that the terms of these plans are not adequate 
to meet your exceptional circumstances, we may provide you 
with an alternative repayment plan.

u	� You can change repayment plans at any time by going to your 
Direct Loan servicer’s website and logging in to your account.

u	�You may prepay all or any part of the unpaid balance on your 
loans at any time without penalty.

u	�You may choose one of the following repayment plans  
to repay your loans:

	 ■	� Standard Repayment Plan—You will make fixed monthly 
payments and repay your loans in full within 10 years (not 
including periods of deferment or forbearance) from the date 
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you will have up to 25 years to repay your loans (not including 
periods of deferment or forbearance). 

	 ■	� Income Contingent Repayment Plan—Your monthly payment 
amount will be based on your annual income (and that of your 
spouse if you are married), your family size, and the total amount 
of your Direct Loans. Until we obtain the information needed 
to calculate your monthly payment amount, your payment will 
equal the amount of interest that has accrued on your loans 
unless you request forbearance. As your income changes, your 
payments may change. If you do not repay your loans after 
25 years under this plan, the unpaid portion will be forgiven.  
You may have to pay income tax on any amount forgiven. 

	 ■	� Income-based Repayment Plan—To qualify for this plan, you 
must have a partial financial hardship. This means that your 
federal student loan debt must be high relative to your income 
and family size, as determined under federal regulations. 
Under this plan, during any period when you have a partial 
financial hardship your required monthly payment is capped 



Direct Loans on the Web: www.direct.ed.gov     13

Sa
m

pl
e 

M
on

th
ly

 P
ay

m
en

ts
 f

or
 D

ir
ec

t 
Su

bs
id

iz
ed

 a
nd

 U
ns

ub
si

di
ze

d 
Lo

an
s 

D
ir

ec
t 

Su
bs

id
iz

ed
 a

nd
 U

ns
ub

si
di

ze
d 

Bo
rr

ow
er

s1

In
it

ia
l D

eb
t

W
he

n 
Yo

u 
En

te
r

Re
pa

ym
en

t

St
an

da
rd

Ex
te

nd
ed

 
Fi

xe
d

Ex
te

nd
ed

 
G

ra
du

at
ed

G
ra

du
at

ed
In

co
m

e 
Co

nt
in

ge
nt

2

In
co

m
e 

=
 $

25
,0

00
In

co
m

e-
Ba

se
d

2

In
co

m
e 

=
 $

25
,0

00

Si
ng

le
M

ar
ri

ed
/H

O
H

3
Si

ng
le

M
ar

ri
ed

/H
O

H
3

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

Pe
r 

M
on

th
To

ta
l

$5
,0

00
 

$5
8 

$6
,9

04
 

N
ot

 A
va

ila
bl

e
N

ot
 A

va
ila

bl
e

$4
0 

$7
,2

75
 

$3
7 

$8
,3

47
 

$3
6 

$1
1,

08
8 

N
ot

 A
va

ila
bl

e
$3

9 
$8

,0
05

 
10

,0
00

11
5

13
,8

09
N

ot
 A

va
ila

bl
e

N
ot

 A
va

ila
bl

e
79

14
,5

50
75

16
,6

99
71

22
,1

58
11

0 
13

,6
72

 
39

16
,0

81
25

,0
00

28
8

34
,5

24
N

ot
 A

va
ila

bl
e

N
ot

 A
va

ila
bl

e
19

8
36

,3
75

18
6

41
,7

48
17

8
55

,4
40

11
0

45
,0

14
39

60
,7

54
50

,0
00

57
5

69
,0

48
34

7
10

4,
10

9
28

4
11

2,
67

8
39

6
72

,7
49

24
7

93
,3

22
18

9
12

2,
08

3
11

0
10

9,
62

3
39

92
,7

04
10

0,
00

0
1,

15
1

13
8,

09
6

69
4

20
8,

21
7

56
8

22
5,

34
4

79
2

14
5,

49
8

24
7

18
7,

55
3

18
9

17
0,

15
3

11
0

11
8,

05
8

39
97

,0
20

1  P
ay

m
en

ts
 w

er
e 

ca
lc

ul
at

ed
 u

si
ng

 a
 fi

xe
d 

in
te

re
st

 r
at

e 
of

 6
.8

%
 fo

r 
D

ir
ec

t 
Su

bs
id

iz
ed

 a
nd

 U
ns

ub
si

di
ze

d 
Lo

an
s 

di
sb

ur
se

d 
on

 o
r 

af
te

r 
Ju

ly
 1

, 2
00

6.

2  �A
ss

um
es

 a
 5

%
 a

nn
ua

l i
nc

om
e 

gr
ow

th
 (C

en
su

s 
Bu

re
au

).

3  H
O

H
 is

 H
ea

d 
of

 H
ou

se
ho

ld
. A

ss
um

es
 a

 fa
m

ily
 s

iz
e 

of
 tw

o.



	14	



Direct Loans on the Web: www.direct.ed.gov     15

Interest Rate Reduction for Automatic 
Withdrawal of Payments
u	�Under the Automatic Withdrawal payment option, your 

bank automatically deducts your monthly loan payment 
from your checking or savings account and sends the 
payment to the Direct Loan servicer.

u	�In addition to helping to ensure that your payments are made  
on time, you receive an interest rate reduction of 0.25% while  
you repay under the Automatic Withdrawal option.

u	�Your Direct Loan servicer will include information about  
the Automatic Withdrawal option in your first bill.

Up-front Interest Rebate
u	�You may receive an up-front interest rebate on your loan.

	 ■	� The rebate is equal to a percentage of the loan amount  
that you borrow.

	 ■	� This is the same amount that would result if the interest  
rate on your loan were lowered by a specific percentage, but  
you receive the rebate up front.

	 ■	� The correspondence that you receive about your loan  
will indicate if you received an up-front interest rebate.

u	�To keep an up-front interest rebate that you receive on your 
loan, you must make all of your first 12 required monthly 
payments on time when your loan enters repayment.

	 ■	�  “On time” means that we must receive each payment no  
later than six days after the due date.

	 ■	� You will lose the rebate if you do not make all of your first  
12 required monthly payments on time.

	 ■	� If you lose the rebate, your Direct Loan servicer will add the 
rebate amount back to the principal balance on your loan 
account. This will increase the amount that you must repay.

Trouble Making Payments
u	�If you’re having trouble making payments on your loans, 

contact your Direct Loan servicer as soon as possible to discuss 
options that may help you.

u	�Options include:

	 ■	� Changing repayment plans.

	 ■	� Deferment, if you meet certain requirements (for example, 
if you are unable to find full-time employment, or are 
experiencing an economic hardship). A deferment allows 
you to temporarily stop making payments on your loan.
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	 �	�� Forbearance, if you don’t meet the eligibility requirements for 
a deferment but are temporarily unable to make your loan 
payments. Forbearance allows you to temporarily stop making 
payments on your loan, temporarily make smaller payments, 
or extend the time for making payments.

�X	�If you stop making payments and don’t get a deferment or 
forbearance, your loan could go into default, which has  
serious consequences.

�X	�Your loan �rst becomes “delinquent” if your monthly payment 
is not received by the due date.

�X	�If you fail to make a payment, your Direct Loan servicer  
will send you a reminder that your payment is late.

�X	�If your account remains delinquent, your Direct Loan 
servicer will send you warning notices reminding you of 
your obligation to repay your loans and the consequences of 
default.

�X	�If you are delinquent on your loan payments, contact your 
Direct Loan servicer immediately to �nd out how to bring  
your account current.

	 �	�� Late fees may be added, and your delinquency will be reported 
to one or more national consumer reporting agencies (credit 
bureaus), but this is much better than remaining delinquent on 
your payments and going into default.

Consequences If You Default
Default occurs when you become 270 days past due (delinquent)  
in making a payment on your loan(s). �e consequences of 
default can be severe.

	 � 	�� �e entire unpaid balance of your loan and accrued interest 
becomes due and payable immediately.

	 �	��� You lose eligibility for deferment.

	 �	��� You lose eligibility for additional federal student �nancial aid.

	 �	�� Your account is assigned to a collection agency.

	 �	�� �e default will be reported as delinquent to credit bureaus, 
damaging your credit rating.

	 �	�� �e federal government can take all or part of  
your federal tax refund.

	 �	�� Late fees, additional interest, court costs, collection fees, 
attorney’s fees, and other costs incurred in collecting your loan 
will increase your loan debt.

	 �	�� Your employer (at the request of the federal government) can 
garnish part of your wages and send them to the government.

	 �	�� �e federal government can take legal action against you.
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Consolidation
u	� If you have multiple federal education loans, you can consolidate 

them into a single Direct Consolidation Loan.

u	� This may simplify repayment if you are making separate loan 
payments to different loan holders, as you’ll only have one 
monthly payment to make. There may be tradeoffs, however, 



	18	 Entrance Counseling Guide

u	 School-related discharges
		��  In certain cases, you may be able to have all or a part  

of your loan canceled because:

	 �	�� Your school closed before you completed your program.

	 �	�� Your school forged your signature on your promissory note  
or falsely certi�ed that you were eligible to get the loan.

	 �	�� Your loan was falsely certi�ed as a result of the crime of identity 
the� (additional requirements apply).

	 �	�� You withdrew from school but the school didn’t pay a refund 
that it owed under our regulations. 

u	�� Disability, bankruptcy, or death
	 �	�� Your loan may be discharged if you are determined to  

be totally and permanently disabled and you meet certain 
other requirements.

	 �	�� Your loan may be canceled if it is discharged in bankruptcy. 
�is is not an automatic process—you must prove to the 
bankruptcy court that repaying the loan  
would cause undue hardship.

	 �	�� Your loan will be canceled if a family member or other 
representative provides acceptable documentation of  
your death.

Contact your Direct Loan servicer for more information 
about loan cancellation bene�ts.

National Student Loan  
Data SystemSM (NSLDSSM)
u	�You can �nd information about all of your Direct Loans, FFEL 

Program Loans, and Federal Perkins Loans by accessing the 
Department’s National Student Loan Data SystemSM (NSLDSSM)  
at www.nslds.ed.gov or by calling toll free 1-800-999-8219.

	 �	� You will need your federal student aid PIN to access NSLDS.

	 �	� NSLDS does not include information about any private loans 
you may have received.
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Keep Your Loan Papers
u	� Remember to keep copies of all of your loan papers in one place.

	 ■	� These provide you with a record of the terms of your loan(s) 
and how much you have borrowed.

	 ■	� Copies of your MPN are available at StudentLoans.gov 
(https://studentloans.gov) if you complete your  
MPN electronically.

	 ■	� If you choose to receive electronic correspondence  
from the Department, copies of that correspondence, 
including loan disclosure statements will also be available  
from StudentLoans.gov. 

Borrower’s Rights and Responsibilities
If you have questions about the borrower’s rights and responsibilities 
or the terms and conditions of your loan(s), you may contact 
Applicant Services. 

U.S. Department of Education 
Attn: COD Applicant Services 
P.O. Box 9002 
Niagara Falls, NA0vT002
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Borrower’s Rights and 
Responsibilities
Your school may ask you to sign this checklist to document that you 
completed entrance counseling.

 I understand I have the right to: 
u	�Written information on my loan obligations and information  

on my rights and responsibilities as a borrower
u	�A copy of my MPN either before or at the time my loan is disbursed 
u	�A grace period and an explanation of what this means
u	�Notification, if I am in my grace period or repayment, no later than 45 

days after a lender assigns, sells or transfers  my loan to another lender
u	�A disclosure statement, received before I begin to repay  my loan, that 

includes information about interest rates, fees, the balance I owe, and a 
loan repayment schedule

u	�Deferment or forbearance of repayment for certain  defined periods, if 
I qualify and if I request it

u	�Prepayment of my loan in whole or in part anytime  without an early-
repayment penalty

u	�Documentation that my loan is paid in full

I understand I am responsible for:
u	�Completing exit counseling before I leave school or drop below half-

time enrollment
u	�Repaying my loan according to my repayment schedule even if I do not 

complete my academic program, I am dissatisfied with the education I 
received, or I am unable to find employment after I graduate

u	�Notifying my lender or loan servicer if I: 
	 ■	 Move or change my address
	 ■	 Change my telephone number
	 ■	 Change my name
	 ■	 Change my social security number
	 ■	� Change employers or my employer’s address  

or telephone number changes
u	�Making monthly payments on my loan after my grace period ends, 

unless I have a deferment or forbearance
u	�Notifying my lender or loan servicer of anything that might alter my 

eligibility for an existing deferment or forbearance

I have received entrance counseling materials for Direct Loan borrowers.   
I have read and I understand my rights and responsibilities as a borrower.  
I understand that I have a loan from the federal government that must be 
repaid.

Student’s Signature	   		  Date          

Student’s Name (Please Print)          
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