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Department of Education Servicer 
Plan Monthly Payment Length of 

Repayment 
PSLF 

Eligible 
Financial Consideration Quick Comparison 

Standard Fixed – same 
each month 

10 years Yes Pay off debt quickly Accrues least amount of interest = lowest overall cost 
Highest monthly payment amount 
No negative amortization 

Graduated Gradually 
Increase 

every 2 years 

10 years No Low income at graduation then 
increases over time 

Accrues more interest 
Payments start out small 
No negative amortization 
3 times rule-no payment > than 3x any payment 

Extended Choose fixed or 
graduated 

Up to 25 
years 

No Have large amount of debt and can’t 
pay off in 10 years 

Minimum loan balance $30K 
Accrues much more interest 
Payments smaller than standard plan without regard to income 
No negative amortization 

INCOME BASED 
Pay As You 
Earn (PAYE) 

Capped at 10% of 
discretionary 
income and 
includes spouse’s 
loans if file jointly 

Up to 20 
years 

Yes Lowest monthly payment 
 
Partial financial hardship 

May pay more interest 
Must be new borrower on/after 10/01/07 
Must have a disbursed loan on/after 10/1/11 
Balance forgiven after 20 years – taxable (IRS Pub 4681) 
Must submit annual documentation of taxable income and family size and 
state of legal residence (can submit changes earlier) 
Negative amortization allowed 
Temporary fix to new IBR plan in 07/01/2014 
Unpaid interest capitalized up to max of 10% of outstanding principal balances 
at time enter PAYE. 

Income Based 
(IBR) 

Capped at 15% of 
discretionary 
income annually 

Up to 25 
years 

Yes Partial financial hardship Balance forgiven after 25 years – taxed in year debt forgiven(IRS Pub 4681)  
Must submit annual documentation to set payment each year of taxable 
income and family size and state of legal residence (can submit changes earlier) 
Negative amortization allowed 
New borrower IBR plan effective 07/01/2014, 10% DI, 20 year forgiveness – 
very similar to PAYE 
 

Income 
Contingent 

(ICR) 

Capped at 20% of 
discretionary 
income  

Up to 25 
years 

Yes Doesn’t require partial financial 
hardship 
 
Married couples pay loans jointly 
regardless of tax filing status 

Balance forgiven after 25 years but taxable (IRS Pub 4681) 
Amount of Direct Loans a factor 
Negative amortization allowed 
Must submit annual documentation to set payment each year of income and 
family size (can submit changes earlier) 
Unpaid interest is capitalized annually 

Financial Awareness Counseling on studentloans.gov website with NSLDS data:  https://studentloans.gov/myDirectLoan/counselingInstructions.action 
You have the right to make prepayments on some or all of your federal education loans without penalty so contact servicer for procedure.  Be specific when making prepayments. 
Renewal dates of repayment plans VERY IMPORTANT.  Do calculations before jumping ship to another plan. 
So much goes into making a decision – make a pros and cons list. 
PSLF – balance after 120 payments not taxed. 

http://www.nslds.ed.gov/
https://studentloans.gov/myDirectLoan/counselingInstructions.action


 


