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Introduction
Student loans, unlike grants and work-study, are borrowed money that 
must be repaid, with interest, just like car loans and home mortgages. You 
cannot have these loans canceled because you didn’t like the education you 
received, didn’t get a job in your �eld of study or because you’re having 
�nancial di�culty. Loans are legal obligations that you’ll have to repay. 

Exit Counseling:
�X	�Is required before you withdraw, graduate, or drop below half-time 

attendance (even if you plan to transfer to another school)

�X	�Helps you understand your rights and responsibilities as a student 
loan borrower

�X	�Provides useful tips and information to help you manage your loans

Federal Student Loan Programs:

William D. Ford Direct Loan (Direct Loan) Program Loans
�X	�Direct Subsidized Loans

�X	�Direct Unsubsidized Loans

�X	�Direct PLUS Loans (for graduate/professional students)

Federal Family Education Loan ProgramSM (FFELSM) Loans
�X	�Subsidized Federal Sta�ord Loans

�X	�Unsubsidized Federal Sta�ord Loans

�X	�Federal PLUS Loans (for graduate/professional students)

Your school may instruct you to complete online exit counseling  
or choose to provide exit counseling in person. 

Getting Started
�e U.S. Department of Education’s (the Department’s) two major 
federal student loan programs are the William D. Ford Federal 
Direct Loan Program (Direct Loan ProgramSM) and the Federal 
Family Education Loan Program (FFEL Program). �e FFEL 
Program ended July 1, 2010 and no new loans, including consolidation 
loans, have been made under the FFEL Program since that date.

Loans made through the Direct Loan Program are referred to as 
Direct LoansSM. You borrow directly from the Department. Direct 
Loans include Direct Subsidized Loans and Direct Unsubsidized 
Loans, Direct PLUS Loans, Direct Consolidation Loans. 

You repay these loans directly to the federal government.

Loans made through the FFEL Program are referred to as FFEL 
Loans. You borrow from a bank or other private lender, and the  
loans are backed by the federal government. FFEL Loans include 
subsidized and unsubsidized Federal Sta�ord Loans, Federal  
PLUS Loans and Federal Consolidation Loans. 

You repay a FFEL Loan to the bank or other private lender that  
made the loan.

1
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		�  �e MPN also contains a Borrower’s Rights and Responsibilities 
statement that explains the terms and conditions of the loans 
you received. It is important to read and save this document 
because you’ll need to refer to it later when you begin repaying 
your loan.

	 �X	�Lender is the organization that made the loan initially; the lender 
could be a bank, credit union, or other lending institution (for FFEL 
Loans); or the Department (for Direct Loans).

	 �X	�Loan Holder is an entity that holds your loan promissory note 
and has the right to collect from you. Many banks sell loans, so 
the initial lender and the current holder could be di�erent.

	 �X	� Loan Servicer is an organization that handles billing and performs 
other loan servicing functions on behalf of the lender.

	 �X	� National Student Loan Data SystemSM (NSLDSSM) is the 
Department’s central database for student aid. NSLDS contains 
information about all of the student loans and other �nancial 
aid you have received through the Department’s federal student 
aid programs. You can access this information online using your 
Department of Education PIN.

Repaying your Loan

Loan Summary Information (NSLDSSM)
�e National Student Loan Data System (NSLDS) is the Department’s 
central database that stores information on all loans and grants 
made through the Department’s federal student aid programs. �e 
information displayed in the table below includes all your federal 
student loans as reported to NSLDS. You must contact your speci�c 
loan servicer for more detailed information on your loan(s).

Sample Loans Summary

Type of Loan
Loan 
Date

Disbursed 
Amount

Outstanding 
Principal

Outstanding 
Interest

STAFFORD 
SUBSIDIZED 01/01/2009 
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�X	�Subsidized loans: � e federal government pays the interest on 
subsidized loans while you are enrolled in school on at least a half-
time basis, during your grace period, and certain other periods.  
If your loan is �rst disbursed from July 1, 2012 through June 30, 2014,  
the government will not pay interest during your grace period.

�X	�Unsubsidized loans and PLUS loans: If you borrowed an 
unsubsidized loan or a PLUS loan, you are responsible for paying  
the interest during all periods, starting from the date of the �rst 
loan disbursement. You can chose to either pay it as it accrues  
(for example, while you are in school or during your grace 
period), or let it accrue and be added to the principal balance  
of your loan. �is is called “capitalization.”

	� Capitalization increases your loan principal balance and you will 
then have to pay interest on the increased loan principal amount. 
If you allow interest to be capitalized, the total amount you repay 
over the life of your loan will be greater than if you paid the 
interest as it accrued.

�e following chart is an example of capitalization. It shows the di�erence 
in the total amount you would repay on a $15,000 Direct Unsubsidized 
Loan if you pay the interest as it is charged during a 12-month deferment 
or forbearance period, compared to the amount you would repay if you do 
not pay the interest and it is capitalized.
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Fixed Rate Loans

Loan Type Fixed Interest Rate

Direct Subsidized Loans 
(Undergraduate Students)

6.80% for loans �rst disbursed 07/01/2006 to 06/30/2008
6.00% for loans �rst disbursed 07/01/2008 to 06/30/2009
5.60% for loans �rst disbursed 07/01/2009 to 06/30/2010
4.50% for loans �rst disbursed 07/01/2010 to 06/30/2011
3.40% for loans �rst disbursed 07/01/2011 to 06/30/2013
6.80% for loans �rst disbursed after 7/1/2013

Direct Subsidized Loans  
(Graduate/Professional Students) 

Note: Graduate/Professional students 
aren’t eligible for Direct Subsidized 
Loans for enrollment periods that 

begin after 6/30/2012

6.80% on or after 7/1/2006

Direct Unsubsidized Loans  
(All Students)

6.80% on or after 7/1/2006

PLUS Loans 
(Parents & Graduate/Professional Students7.90% 

Variable Interest Rates for Loans First Disbursed Between 
July 1, 1998, and June 30, 2006

Loan Type Loan Status

Interest Rate 

For the Period 
July 1, 2008, to 
June 30, 2009

Interest Rate 

For the Period 
July 1, 2009, to 
June 30, 2010

Subsidized 
Loans

Repayment or Forbearance 4.21% 2.48%

In-School, Grace, or Deferment 3.61% 1.88%

Unsubsidized 
Loans

Repayment or Forbearance 4.21% 2.48%

In-School, Grace, or Deferment 3.61% 1.88%

PLUS Loans Any Status 5.01% 3.28%

How is interest calculated?
Interest on all loans borrowed under the Department’s federal 
student loan programs are calculated on a simple daily basis.

�e following formula demonstrates how the simple  
interest is calculated between payments

Average daily balance between payments x 
Interest rate x

(Number of days between payments/365.25) = Monthly interest

How interest accrues between payments made on  
Apr.�15 and May 15, for example:

Average daily balance: $10,000 x Interest rate: .068
Days between payments (30/365.25) x .08214 =

Monthly interest: $55.86 
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Repayment Incentives
A repayment incentive is a bene�t that is o�ered to encourage you to repay your 
loans on time. Under a repayment incentive program, the interest rate charged 
on your loans may be reduced. Some repayment incentive programs require 
that you make a certain number of payments on time to keep the bene�ts of the 
repayment incentive.

�X	��e Direct Loan Program currently o�ers two repayment incentive 
programs

	 �	�� Interest Rate Reduction for Automatic Withdrawal Payments

	 �	� Under the Automatic Withdrawal payment option, your bank 
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�e following repayment plans are available to Direct Loan and  
FFEL Program subsidized, unsubsidized and PLUS loan borrowers:
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Remember:
�s����9�O�U �M�U�S�T �M�A�K�E �P�A�Y�M�E�N�T�S �O�N �Y�O�U�R �L�O�A�N �E�V�E�N �I�F �Y�O�U �D�O�N���T  

receive a bill or repayment notice.
�s����"�I�L�L�I�N�G �S�T�A�T�E�M�E�N�T�S ���O�R �C�O�U�P�O�N �B�O�O�K�S�	 �A�R�E �S�E�N�T �T�O �Y�O�U �A�S �A 

�C�O�N�V�E�N�I�E�N�C�E�� �9�O�U���R�E �O�B�L�I�G�A�T�E�D �T�O �M�A�K�E �P�A�Y�M�E�N�T�S �E�V�E�N �I�F  
�Y�O�U �D�O�N���T �R�E�C�E�I�V�E �A�N�Y �R�E�M�I�N�D�E�R�S�� �#�O�N�T�A�C�T �Y�O�U�R �L�E�N�D�E�R �O�R  
loan servicer to discuss setting up automatic payments.

�s����9�O�U �M�U�S�T �A�L�S�O �M�A�K�E �M�O�N�T�H�L�Y �P�A�Y�M�E�N�T�S �F�O�R �T�H�E �F�U�L�L �A�M�O�U�N�T 
required by your repayment plan. Partial payments do not  
fulfill your obligation to repay your student loan on time

�s����)�F �Y�O�U �A�R�E �M�A�K�I�N�G �L�A�T�E �O�R �P�A�R�T�I�A�L �P�A�Y�M�E�N�T�S�� �C�O�N�T�A�C�T �Y�O�U�R  
loan holder or loan servicer immediately for help.

�s����)�F �Y�O�U �A�R�E �H�A�V�I�N�G �T�R�O�U�B�L�E �M�A�K�I�N�G �Y�O�U�R �S�C�H�E�D�U�L�E�D �M�O�N�T�H�L�Y  
�P�A�Y�M�E�N�T�� �T�H�E�R�E �A�R�E �O�P�T�I�O�N�S �T�O �H�E�L�P�� �9�O�U �M�A�Y �B�E �A�B�L�E �T�O  
lower your monthly payment by changing to a different 
repayment plan or you may be able to temporarily postpone  
your payments through deferment or forbearance.

�s����)�F �Y�O�U �A�P�P�L�Y �F�O�R �A �D�E�F�E�R�M�E�N�T �O�R �F�O�R�B�E�A�R�A�N�C�E�� �Y�O�U �M�U�S�T  
continue to make payments until you have been notified  
that your request has been approved.
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�X	�A member of the National Guard or other reserve component of the 
U.S. armed forces (current or retired) who is called or ordered to 
active duty while enrolled at least half-time at an eligible school, or 
within six months of having been enrolled at least half-time. (eligible 
for a deferment during the 13 months following the conclusion of the 
active duty service, or until the borrower returns to enrolled student 
status on at least a half-time basis, whichever is earlier)

�X	�
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Loan default has serious consequences:

�X	�Your entire loan balance (principal and interest) will be  
due in full immediately.

�X	� Your college records may be placed on hold.

�X	�You’ll lose eligibility for loan deferment.

�X	� You won’t be eligible for additional federal student aid.

�X	�Your account may be turned over to a collection agency and  
you’ll have to pay additional charges, late fees and collection  
costs, all of which become part of your debt.

�X	� Your credit rating will be damaged for several years because 
defaulted loans are reported to national credit bureaus.

�X	�You’ll have di�culty qualifying for credit cards, a car loan,  
a mortgage, or renting an apartment (credit checks are required  
to rent an apartment).

�X	� Your federal and state income tax refunds can be withheld  
and applied to student loan debt. �is is called a tax o�set.

�X	� You may have a portion of your wages garnished (withheld).

�X	� You may not be able to obtain a professional license or get  
hired by an employer that performs credit checks.

Remember... Don’t Default!

Remember:
�s�����-�A�K�E �A �B�U�D�G�E�T �A�N�D �S�T�I�C�K �W�I�T�H �I�T��

�s�����)�F �Y�O�U �D�O�N���T �U�N�D�E�R�S�T�A�N�D �S�O�M�E�T�H�I�N�G�� �C�A�L�L �Y�O�U�R �L�O�A�N  
holder or loan servicer or your financial aid office.

�s����+�E�E�P �A�L�L �S�T�U�D�E�N�T �L�O�A�N �D�O�C�U�M�E�N�T�S �I�N �A �l�L�E��

�s�����/�P�E�N �A�L�L �Y�O�U�R �M�A�I�L �A�N�D �R�E�A�D �E�V�E�R�Y�T�H�I�N�G �P�E�R�T�A�I�N�I�N�G  
to your student loans.

�s�����+�E�E�P �I�N �C�O�N�T�A�C�T �W�I�T�H �Y�O�U�R �L�O�A�N �H�O�L�D�E�R �O�R �L�O�A�N �S�E�R�V�I�C�E�R��

�s�����-�A�K�E �A�L�L �R�E�G�U�L�A�R�L�Y �S�C�H�E�D�U�L�E�D �P�A�Y�M�E�N�T�S��

�s�����!�S�K �Y�O�U�R �L�O�A�N �H�O�L�D�E�R �O�R �L�O�A�N �S�E�R�V�I�C�E�R �F�O�R �H�E�L�P �I�F �Y�O�U �H�A�V�E 
difficulty making payments. There are options for you.

�s�����"�O�R�R�O�W�I�N�G �I�S �A�N �I�N�V�E�S�T�M�E�N�T �I�N �Y�O�U�R �F�U�T�U�R�E��

Loan Consolidation
A consolidation loan may help make payments more manageable 
by combining several federal student loans into one loan with one 
monthly payment. You need to apply for loan consolidation and 
choose a standard, an extended, a graduated, an income-contingent 
(for Direct Consolidation Loans), an income-sensitive (for FFEL 
Consolidation Loans), or an income-based repayment plan. 
Depending on the amount of your debt, standard and graduated 
repayment plans have 10- to 30-year repayment periods.
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�e interest rate for both Direct and FFEL Consolidation Loans 
is a �xed rate for the life of the loan. �e �xed rate is based on 
the weighted average of the interest rates on all of the loans you 
consolidate, rounded up to the nearest one-eighth of 1%. However, 
the interest rate will never exceed 8.25%.

How can consolidation help me manage my debt?
Loan consolidation can o�er you bene�ts to help manage your 
education debt. You can: 

�X	� Make lower monthly payments by increasing the repayment 
period (However, this will increase the total amount you repay 
over the life of your loan).

�X	� Make a single monthly loan payment on one bill to one lender.

As with other loan types, you may prepay a consolidation loan 
without penalty and may change repayment plans if you �nd  
that your current plan no longer meets your needs. 

Is there a downside to consolidation?
Although consolidation can help many students manage their 
monthly payments, there are some cases when consolidation  
may not be right for you. 

�X	� You may lose certain bene�ts (such as cancellation bene�ts, 
interest subsidies, etc.) that were o�ered on the loans being 
consolidated. Borrower bene�t programs may vary among 
di�erent consolidation lenders.

�X	� If you are close to paying o� your student loans, it may not make sense 
to consolidate. By extending the years of repayment for your loans, you 
may be increasing the total amount you have to pay in interest.

�X	�Discuss your options with the �nancial aid o�ce at your school. 
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�X	�You are unable to complete your program of study due  
to the closing of your school.

�X	� Your school falsely certi�ed your loan eligibility.

�X	� A loan in your name was falsely certi�ed as a result  
of a crime of identity the�.

�X	� Your school failed to refund required loan funds to your 
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Subsidized/Unsubsidized and PLUS Loan Discharge  
and Cancellation Summary Chart

Discharge/Forgiveness 
Condition

Amount Discharged/
Forgiven

Notes

�"�O�R�R�O�W�E�R���S �T�O�T�A�L  
and permanent  
disability or death.

100%
For a PLUS Loan, includes the death, 
but not disability, of the student for 
whom the parents borrowed.

Full-time teacher for five 
consecutive years in a 
low-income elementary 
or secondary school or 
low-income educational 
service agency. Must 
meet additional 
eligibility requirements.

Up to $5,000 (up to 
$17,500 for teachers in 
certain specialties) of 
the total loan amount 
outstanding after 
completion of the fifth 
year of teaching.

Under the Direct and 
FFEL Consolidation Loan 
programs, only the portion 
of the consolidation loan 
used to repay eligible 
Direct Loans or FFEL  
Loans qualifies for  
loan forgiveness.

For Direct and FFEL Subsidized/
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Tax Bene�ts for Education
�ere are many tax credits, deductions and savings plans available  
to taxpayers to assist with the expense of higher education.

�X	� A tax credit reduces the amount of income tax you may have to pay.

	 �	�� American Opportunity Credit 

	 �	�� Hope Tax Credit 

	 �	�� Lifetime Learning Tax Credit 

�X	� A deduction reduces the amount of your income that is subject  
to tax, thus generally reducing the amount of tax you may have to pay.

	 �	�� College Tuition and Fees Deduction 

	 �	�� Student Loan Interest Deduction 

You should contact a tax advisor or visit www.irs.gov for detailed 
information on tax credits, deductions or other tax bene�ts for 
postsecondary students.

Resource Publications
Federal Student Aid o�ers several publications to help you 
understand the �nancial aid process. Two publications that may 
help you manage your federal student loans are Funding Your 
Education—�e Guide to Federal Student Aid and Your Federal 
Student Loans—Learn the Basics and Manage Your Debt.  
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Borrower’s Rights and 
Responsibilities
Your school may ask you to sign this checklist to document that you 
completed exit counseling.

 I understand I have the right to: 

�X	�Written information on my loan obligations and information  
on my rights and responsibilities as a borrower

�X	�A copy of my MPN either before or at the time my loan is disbursed 
�X	�A grace period and an explanation of what this means
�X	�Noti�cation, if I am in my grace period or repayment, no later than 45 

days a�er a lender assigns, sells or transfers  my loan to another lender
�X	�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

�X	�Deferment or forbearance of repayment for certain  de�ned periods, if 
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Student Contact Information
You may use this sheet to update the contact information kept by your 
loan servicer. Your school must update this information with the servicer 
after you’ve completed exit counseling. You are also required to notify 
your loan servicer of any changes to this information after you leave 
school.  You must complete all items except those marked as optional.

Personal (Please print clearly)

Last Name, First Name (Middle Name is Optional)          

Street Address

City, State, Zip Code/Postal Code, Country
 

Area Code/Telephone Number                    Email Address (Optional)

�$�R�I�V�E�R���S �,�I�C�E�N�S�E �O�R �3�T�A�T�E �)�$ �N�U�M�B�E�R ���/�P�T�I�O�N�A�L�	       �)�S�S�U�I�N�G �3�T�A�T�E ���/�P�T�I�O�N�A�L�	

Employer (optional if not known)

Expected employer (after leaving school)          

Street Address 

City, State, Zip Code/Postal Code, Country

Important: you must provide contact 
information for next of kin and two 
references on the back of this page.








