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Federal Student Loan Repayment Options  
The Department of Education provides information and calculators regarding the 

various repayment options online at studentaid.ed.gov/repay-loans. 

Standard Repayment. If you don’t choose a repayment plan within 45 days of being 

notified, your loan servicer will automatically put you into a “standard” repayment plan. 

Standard repayment (for a loan that isn’t consolidated) means that you’ll pay equal 

monthly payments over a ten-year period. Monthly payments will be high, but because 

you’ll pay off your loan quickly, you will pay less interest. If you consolidate your loans, 

the standard repayment term can be as long as 30 years. A 30-year repayment term will 

result in lower monthly payments but much higher interest charges over time. If you 

need low monthly payments, consider the income-driven repayment options before 

choosing a long-term repayment plan. 

Income-Driven Repayment Options. If your debt is relatively high as compared to 

your income (which is the case for many recent law graduates), the income-driven 

repayment plans provide significant advantages. Monthly payments are established as 

a percentage of income. Direct Loans offers three income driven repayment options, but 

not every option is available for every borrower. You’ll need to determine which income-

driven options are available to you, and evaluate which of the available options provides 

the most benefits. The income-driven options share many similar characteristics, but 

there are significant differences as well.  

Consider also that the income-driven options have the disadvantage of requiring annual 

income verification and other paperwork, and because monthly payments are low, 

interest charges will be correspondingly high. 

 “Pay As You Earn” (PAYE) became available on December 21, 2012 for those who (1) 

got their first student loan on or after October 1, 2007, and (2) got a student loan on or 

after October 1, 2011 (one loan can count for both requirements). Under PAYE, annual 

payments are capped at 10 percent of “discretionary income” and any remaining loan 

balance is forgiven after 20 years of qualifying payments.  

Income-Based Repayment (IBR): (1) for those who are “new borrowers” after July 1, 

2014, annual payments are capped at 10 percent of “discretionary income” and any 

remaining loan balance is forgiven after 20 years of qualifying payments; or, (2) for 

those who borrowed before July 1, 2014, annual payments are capped at 15 percent of 

http://studentaid.ed.gov/repay-loans


 

Federal Student Loan Repayment Options continued 
August 1, 2014 

“discretionary income” and any remaining loan balance is forgiven after 25 years of 

qualifying payments. 

Income-Contingent Repayment (ICR) is also available and should be considered, 

although it will not be as beneficial as IBR or PAYE for most borrowers.  The formula 

used to calculate monthly payment amounts under ICR tends to result in higher monthly 

payments. 

More Repayment Options. Under a Graduated Repayment Plan, payments start out 

low and increase during the repayment period, typically every two years. Graduated 

repayment can work if you have relatively quick increases in earnings, but compare the 

benefits of income-driven repayment options before choosing graduated repayment. 

Extended repayment plans are also available if you owe more than $30,000, but you will 

pay more interest because the repayment period is longer. Compare the benefits of the 

income driven options before choosing extended repayment. 

 


