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Introduction
Note:  "roughout this guide, the words we, us, and our refer to the 
    U.S. Department of Education. You will also frequently 
   encounter the words loan holder, loan servicer, and Master 
   Promissory Note. To assist you, we provide the de!nitions for 
   those and other terms here and for others within the text. 

   You can !nd an expanded glossary of terms at  
   StudentAid.gov/glossary. 

"is guide provides an overview of information you will need to 
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Terms Used in This Guide
Acceleration—Demand for immediate repayment of your entire 
Direct Loan. "is can happen if you default on your Direct Loan. In 
addition, the entire unpaid amount of your Direct Loan becomes due 
and payable if your eligibility for the loan was established by your 
making a false statement.
 
Aggregate Loan Limit—A limit on the total amount of FFEL or Direct 
Subsidized Loans and/or Unsubsidized Loans that you may borrow 
for undergraduate and graduate study. If the total amount you receive 
over the course of your education reaches the aggregate loan limit, 
you will not be eligible to receive additional loans. However, if you re-
pay some of your loans to bring your outstanding loan debt below the 
aggregate loan limit, you could then borrow again, up to the amount 
of your remaining eligibility under the aggregate loan limit.

Annual Percentage Rate (APR)—"e actual yearly cost of borrowing 
money re#ected as a percentage rate

Capitalized Interest (Capitalization)—UnET B1 (t)
-4.9 (io) e
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Loan Discharge (Cancellation)—"e elimination of a loan debt  
under certain limited circumstances

Loan Forgiveness—"e elimination of a loan debt under one or more 
of the various Direct Loan forgiveness programs

Loan Holder—"e U.S. Department of Education is your loan 
holder. Your loan servicer will be di%erent than your loan holder (see 
below). 

Loan Servicer—An entity that collects payments on loans, responds 
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Welcome to Exit Counseling

Who should use this guide?

Student borrowers of Direct Loans or FFEL Program loans who are 
graduating, leaving school, or dropping below half-time enrollment 
are required to complete exit counseling. 

Why?

Exit counseling is required by law. Exit counseling provides 
important information you will need as you prepare to repay your 
federal student loan(s). During exit counseling, you will review your 
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Types of Direct Loans and FFEL Program Loans   
You may have received more than one type of loan under the Direct 
Loan Program or FFEL Program. Each loan type has its own terms 
and conditions, such as interest rates. In addition, the names you 
may see on the documentation for your loans may di%er slightly 
from the naming in the chart below. For example, subsidized and 
unsubsidized loans are frequently called “Subsidized Sta%
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Limitation on Direct Subsidized Loan Eligibility 
for First-Time Borrowers on or After July 1, 2013

Why is this important to know?

How much time you spend in school may a%ect your responsibility 
for paying interest on any Direct Subsidized Loans you may receive. 
In addition, if you are returning to school, your eligibility for Direct 
Subsidized Loans may be limited by your prior Direct Subsidized 
Loan borrowing.

Maximum eligibility period for  
 Direct Subsidized Loans

"ere is a limit on the maximum period of time (measured in 
academic years) that you can receive Direct Subsidized Loans. 
You may not receive Direct Subsidized Loans for more than 150 
percent of the published length of your program. "is is called your 
maximum eligibility period. Your maximum eligibility period is 
based on the published length of your current program. You can 
usually !nd the published length of any program of study in your 
school’s catalog.

For example, if you are enrolled in a four-year bachelor’s degree 
program, the maximum period for which you can receive Direct 
Subsidized Loans is six years (150% × 4 years = 6 years). If you are 
enrolled in a two-year associate degree program, the maximum 
period for which you can receive Direct Subsidized Loans is three 
years (150% × 2 years = 3 years). 

"is means that your maximum eligibility period can change if you 
change to a program that has a di%erent length of study. Also, if you 
receive Direct Subsidized Loans for one program and then change 
to another program, the Direct Subsidized Loans you received for 
the earlier program will count toward your new maximum eligibility 
period.
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Periods that count toward your maximum  
 eligibility period

"e periods of time that count against your maximum eligibility 
period are periods of enrollment (also known ay
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Becoming responsible for paying interest on Direct  
 Subsidized Loans

If you continue to be enrolled in an undergraduate program a$er 
you have received Direct Subsidized Loans for your maximum 
eligibility period, you become responsible (with certain exceptions) 
for paying the interest that accrues on your Direct Subsidized Loans. 
Your responsibility for paying the interest that accrues on your 
Direct Subsidized Loans begins on the date of your enrollment that 
follows your exhausting the 150 percent limit. "e chart on page 
11 provides examples of how changes in your circumstances can 
a%ect your having to pay the interest that accrues on your Direct 
Subsidized Loans. 

Changing eligibility for Direct Subsidized Loans

Remember, your maximum eligibility period can change if you 
enroll in a di%erent program. So, if you received Direct Subsidized 
Loans for your maximum eligibility period for one program and 
then enroll in a longer program, you will not become responsible 
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Repayment

What is repayment? 
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How long do I have to repay my loan?

"e maximum time period over which you must repay your federal 
student loan is the repayment period. "e repayment period can 
range from 10 years to 25 years, depending on your repayment plan 
and other factors. 

By keeping your repayment period as short as possible and by 
making your payments on time, you reduce the amount of interest 
you pay over the life of the loan.
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When do I need to start making payments?

You are not required to make payments while you are enrolled at 
least half time at an eligible school or (for most loan types) during 
the !rst six months a$er you leave school or drop below half-time 
enrollment.

What are my options if my federal student loan  
 payments are high compared to my income?

Direct Loans

If your federal student loan payments are high compared to your 
income, you may want to repay your loans under an income-driven 
repayment plan (Direct Loan) or an income sensitive plan (FFEL 
Loans).

Most Direct Loans are eligible for at least one income-driven 
repayment plan. If your income is low enough, your payment could 
be as low as $0 per month.

"e Direct Loan Program o%ers four income-driven repayment 
plans:

 f Revised Pay As You Earn Repayment Plan (REPAYE Plan)

 f Pay As You Earn Repayment Plan (PAYE Plan)

 f Income-Based Repayment Plan (IBR Plan)

 f Income-Contingent Repayment Plan (ICR Plan)

"ese plans are designed to make your student loan debt more 
manageable by reducing your monthly payment amount. If you’d 
like to repay your federal student loans under an income-driven 
plan, you need to !ll out an application.

FFEL Loans

The Income-Sensitive Repayment Plan is available to low-income 
borrowers who have Federal Family Education Loan (FFEL) 
Program loans.

The payments under this plan increase or decrease based on your 
annual income.

The following FFEL loans are eligible for the Income-Sensitive 
Repayment Plan:

 f Subsidized Federal Stafford Loans

 f Unsubsidized Federal Stafford Loans

 f FFEL PLUS Loans

 f FFEL Consolidation Loans
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Flexible Repayment Plan Options for Direct Loans  

Repayment  
Plans

Eligible  
Loans

Monthly Payment   
 and Time Frame

Eligibility  and 
Other Information

Income-Driven Repayment Plans

Revised Pay 
As You Earn 
Repayment  

Plan (REPAYE)

Direct Subsidized and 
Unsubsidized Loans

Direct PLUS loans made 
to students

Direct Consolidation 
Loans that do not 
include PLUS loans 
(Direct or FFEL) made to 
parents

Your monthly payments will 
be 10 percent of discretionary 
income.

Payments are recalculated each 
year and are based on your 
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Did you know?
You can make payments during your grace period to prevent  
interest from accruing and reduce the amount of interest that may  
be capitalized when you enter repayment.  

You can find out how much you can save by using the Repayment 
Estimator at StudentLoans.gov or by contacting your loan servicer. 

If you took out a private student loan, you may have to begin  
making payments while you’re still in school. Contact the holder of 
that private student loan immediately to arrange payment.

Compare Repayment Plans Online
You can get estimates of your monthly payments for each repayment 
plan. Use your FSA ID to login to the Repayment Estimator at 
StudentLoans.gov.
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What if I want to pay off my loan early?

You may prepay all or part of your federal student loan(s) at any time 
without a penalty.

If you intend any additional funds you send your servicer to be used 
to pay down your principal, you must instruct your loan servicer 
of your intention or the servicer will apply the funds to future 
scheduled payments. 

What happens if I return to school?
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Repayment Incentives

Up-front interest rebate 







Exit Counseling Guide22

What are the consequences for my credit rating?

 f Your credit score will be damaged.

 f You may have difficulty qualifying for credit cards, car 
loans, or mortgages and will be charged much higher  
interest rates.

 f You may have difficulty signing up for utilities, getting car 
or homeowner’s insurance, or getting a cell phone plan.

 f You may have difficulty getting approval to rent an  
apartment (credit checks may be required).

Strategies for Avoiding Delinquency and Default

Finish your program and graduate

When you graduate, you are more likely to increase your 
employability, career options, and potential income. However, 
making smart choices about your occupation and career path can 
also ensure you have the resources to meet your federal student loan 
obligations.

Pay on time

It is very important that you make your federal student loan 
payments on time. Contact your loan servicer if you think you will 
have trouble making your payments or won’t be able to pay on time. 

Did you know?
It’s important to graduate! According to U.S. Census Bureau Data, 
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Stay in touch with your loan servicer

Open all your mail and read everything about your federal student 
loan(s). Signing up for electronic correspondence can help ensure that 
you never miss a letter or bill. Contact your loan servicer before you 
miss a payment on your federal student loan(s). "ey can explain your 
repayment options to help you avoid missing a payment. If you are 
unsure of your loan servicer, please visit www.nslds.ed.gov/nslds_SA/ 
for information pertaining to your loans.

Select a more appropriate repayment plan

One way to avoid default is to lower your monthly payments by 
changing to a di%erent repayment plan. Some repayment plans have 
a monthly payment based on your income. You are never charged a 
fee to change repayment plans on your federal student loans. 

If lowering your monthly payment is not an option or you are 
experiencing only a temporary problem repaying your loans, you 
may be able to temporarily postpone or lower your payments by 
applying for deferment or forbearance.

 Deferment 

If you are having temporary problems repaying your federal 
student loans, contact your loan servicer to see if you are eligible 
for deferment. A deferment allows you to temporarily stop 
making payments on your federal student loans. If you have 
Direct Subsidized Loans and have not exceeded 150 percent of the 
published length of your program, you are not charged interest 
on those loans during deferment. You are never charged a fee for 
applying for a deferment on your federal student loans.

Note: Interest will continue to be charged during deferment on your 
Direct or FFEL Unsubsidized and PLUS Loans. If you do not pay this 
interest during the deferment, it will be capitalized at the end of the 
deferment.

You may qualify for a deferment if you are

 ◆ enrolled at least half time at an eligible postsecondary school;

 ◆ in a full-time course of study in a graduate fellowship  
program;

 ◆ in an approved full-time rehabilitation program for individu-
als with disabilities;

 ◆ unemployed or unable to !
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 ◆ serving on active duty during a war or other military opera-
tion or national emergency and, if you were serving on or 
a$er Oct. 1, 2007, for an additional 180-day period follow-
ing the demobilization date for your qualifying service;

 ◆ performing qualifying National Guard duty during a war 
or other military operation or national emergency and, if 
you were serving on or a$er Oct. 1, 2007, for an additional 
180-day period following the demobilization date for your 
qualifying service; 

 ◆ a member of the National Guard or other reserve com-
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"e interest rate for Direct Consolidation Loans is !xed. "e !xed 
rate is the weighted average of the interest rates on all of the loans 
you consolidate, rounded up to the nearest 1/8 of 1 percent. "ere 
is no cap on the interest rate on a Direct Consolidation Loan that is 
made based on an application received on or a$er July 1, 2013. To 
learn more, visit StudentAid.gov/consolidation.



27

Loan forgiveness programs

Teacher Loan Forgiveness 

You are eligible for Teacher Loan Forgiveness if you teach full time 
at certain elementary or secondary schools or educational service 
agencies that serve low-income students.

"is program forgives up to $5,000 (up to $17,500 for highly-
quali!ed teachers in certain subject areas) of your subsidized 
and unsubsidized loans (not PLUS Loans), provided you teach 
for !ve consecutive years as a highly-quali!ed teacher. For more 
information, visit StudentAid.gov/teach-forgive. 

Public Service Loan Forgiveness (PSLF)  
       (Direct Loans Only) 

PSLF forgives all of your remaining Direct Loan debt a$er you have 
made the 120 qualifying payments. To be eligible for PSLF, you must 
be

 ◆ making payments under a qualifying repayment plan; and

 ◆ working full-time at a qualifying public service  
organization while making 120 qualifying monthly pay-
ments.

If you have Perkins Loans and at least one other qualifying loan 
(Direct Loan or FFEL Loan), you may consolidate them into a Direct 
Consolidation Loan to take advantage of PSLF. 

For more information, visit StudentAid.gov/publicservice.

Loan discharge

School-related discharge

Your loans may be discharged if

 ◆ your school closed before you could complete your  
program,

 ◆ your school falsely certi!
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Total and permanent disability discharge

If you become totally and permanently disabled as de!ned in 
federal regulations and meet certain other requirements, your 
loan may be discharged. For more information, please visit 
StudentAid.gov/repay-loans/forgiveness-cancellation/
disability-discharge.

Death

If you die, or if you are a parent borrower of a PLUS Loan and 
the student for whom you obtained the loan dies, you may be 
eligible for a discharge.

Resolving Student Loan Disputes
If you think there might be an issue with your federal student loan, 
!rst collect and review all of your loan paperwork, then identify and 
document what you think the problem is. Call your loan servicer to 
discuss the issue. A current listing of federal loan servicers can be 
found at StudentAid.gov/servicer. If you don’t know your servicer, 
see “Identifying Your Loan Servicer” on page 3. 

The Ombudsman

If you are unable to resolve the issue by working with your loan 
servicer, then, as a last resort, you may contact the Federal Student 
Aid (FSA) Ombudsman Group for assistance. "e FSA Ombudsman 
Group works with federal student loan borrowers to resolve disputes 
or issues from an impartial, independent viewpoint. Contact 
information is below: 

U.S. Department of Education 
Federal Student Aid 
Ombudsman Group 
830 First St. NE 
4th Floor, UCP-3/MS 5144 
Washington, DC 20202-5144 
 
Toll Free Phone: 1-877-557-2575

You can !nd additional information about the Federal Student Aid 
Ombudsman Group at 
StudentAid.gov/repay-loans/disputes/prepare#how-do-i-contact.

If you would like additional information to guide you through the 
problem resolution process, you can visit the section “Resolving 
Disputes” at StudentAid.gov/ombudsman.
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Take advantage of education-related tax incentives:
 f Stay up-to-date on federal tax deductions for education- 
related expenses and on interest you pay on your federal  
student loans.

 f Learn about tax credits for education-related expenses while  
attending school.

Your Credit and Identity
A credit report is a collection of information about you and your 
credit history, kept by the three major credit bureaus:

 f Equifax

 f Transunion

 f Experian

"ese credit bureaus track and store information on your credit 
history, such as

 f how promptly you pay your bills,

 f the total amount of debt you owe, and

 f how many credit cards you have.

Credit bureaus also report your credit score. Lenders use your credit 
score to decide whether to lend you money and what interest rate 
to charge you. Employers and insurance companies may also check 
your credit score.

Maintain a good credit score:
 f Review your credit report. You are entitled to check your 
credit report once per year for free. Learn more at  
AnnualCreditReport.com.

 f Contact credit bureaus to correct inaccurate information.

 f
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Helpful Resources  
Keep your loan paperwork in a safe place, including your MPN, 
disclosure notices and billing statements. "ese provide you with 
a record of the terms of your federal student loan(s) and how 
much you have borrowed. Copies of your MPN are available on 
StudentLoans.gov if you completed your MPN electronically.

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

You can !nd information about all of your federal student loans on 
the National Student Loan Data System (NSLDS) by visiting  
www.nslds.ed.gov/nslds_SA/.  

Your servicer can also assist you with questions you may have about 
your loan. If you don’t know your servicer, see “Identifying Your 
Loan Servicer” on page 3. 
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Student Contact Information
Page 2

Enter next of kin with a U.S. address different from
yours, who will know your whereabouts for at least three years

Last Name, First Name

Street Address 

 



Your Rights and Responsibilities 
as a Borrower

I have the right to
 f written information on my loan obligations and information  
on my rights and responsibilities as a borrower;

 f a copy of my MPN either before or at the time my loan is 
disbursed;

 f a grace period and an explanation of what this means;

 f  noti!cation, if the Department transfers your loan to another 
servicer without your consent;

 f  a disclosure statement, received before I begin to repay my 
loan, that includes information about interest rates, fees, the 




