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InTroduCTIon

Two-thirds of college seniors graduating in 2010 
had loans, with an average debt of more than 
$25,000.1

Managing this growing debt burden is a 
challenge for many students and graduates.  A 
borrower with $30,000 in total debt would have 
to pay about $345 per month under a standard 
10-year loan repayment plan, while a borrower 
with $100,000 in total debt (not unusual for 
graduates with advanced professional degrees) 
would have to pay more than $1,150 per month 
under the same plan.  When combined with 
necessities like rent, food and transportation, the 
burden of these payments can be untenable.  

But you have to borrow to pay for your 
education, so what can you do?  You can begin 
by taking control of your debt BEFORE you 
incur it and making sure you are aware of all of 
the resources and programs available that can 
help ease your debt burden considerably. 

1 The Project on Student Debt, Student Debt and the Class of 2010, Nov. 2011.  
Available at: http://projectonstudentdebt.org/files/pub/classof2010.pdf.

This toolkit is designed to explain the basics 
of educational debt and to act as a how-to 
manual.  Read it to gain a basic understanding 
of eligibility requirements for federal relief 
programs and use it as a guide to managing 
repayment.  Throughout you will find links to 
resources developed by Equal Justice Works that 
explain various programs and how to obtain 
more information.  

 Equal Justice Works does not provide individual 
counseling or advice and offers this toolkit 
for educational and informational purposes 
only.  Educational debt relief programs are not 
automatic and borrowers must take specific 
actions in order to benefit.  Equal Justice Works 
provides free resources to help borrowers.  For 
additional tools and information, please visit 
www.equaljusticeworks.org.

The educational debt burden in the U.S. is growing at an alarming rate. In 2010, the 

nationwide educational loan debt exceeded credit card debt, and will soon pass $1 trillion. 
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CHAPTER ONE: EDUCATIONAL DEBT 
AND STUDENT LOAN BASICS

Start by considering tuition and exploring your 
options for financing your education – and your 
future.

Think about:

•	 Your future career plans – how much 
income are you likely to earn in your 
chosen career?

•	 Do you want to attend a public or private 
college or university?

•	 How much and what type of debt should 
you incur? 

•	 What will your repayment options be?

Future Career Plans   

Think about your career plans.  If your expected 
starting salary is $35,000, you may not want to 
borrow more than that because repaying that 
amount may be a significant burden.  If you 
are planning a career that requires advanced 
degrees, but your starting income will be 
around $50,000, will it make sense for you to 
borrow significant amounts of money for both 
your undergraduate and graduate degrees? 
Understand what you are getting yourself into 
before you start borrowing.

Tuition

Tuition is the starting point in assessing what 
your debt load may be. 

Tuition can vary dramatically, particularly 
between state-supported and private schools.  
Residency only affects tuition at state-supported 
schools; private schools have the same tuition 
regardless of where you live when applying 
for admission.  If you are considering a state-
supported school, learn its residency rules.  
You may be able to establish residency before 
applying or after your first year, which will 
influence your financial calculations.  

Also, part-time programs allow you to earn a 
degree while continuing to work.  Using this 
income to help pay for school can reduce the 
amount of debt you incur.

Availability of Financial Aid

Explore the availability of Financial Aid at any 
school where you will apply.  And don’t assume 
you won’t qualify. To achieve your educational 
goals and minimize your debt load, it’s important 
to exhaust all financial aid options. 

You can begin by filling out the Free Application 
for Federal Student Aid (FAFSA).The FAFSA 
is required to secure access to federal student 
aid (which includes federal grants in addition 
to federal loans).  Many states and schools also 
use information from the FAFSA to determine 
eligibility for their different grant and loan 
programs.  If you don’t fill it out you will lose 
any opportunity to receive this assistance.

The best time to start thinking about your educational debt is before you take out 

your loans. The availability of relief programs and what you need to do to get there 

should factor into many of your education decisions. 
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Filling out the FAFSA is worth your time. The 
vast majority of students qualify for some form 
of aid and you should keep your options open. 
And, even if you are not eligible for certain 
grants, you cannot borrow federal loans if you 
don’t fill out the FAFSA.

So how do you get started? Each year, a new 
FAFSA is available beginning January 1 at www.
fafsa.ed.gov.  The federal deadline for completion 
is generally the end of June, but some states and 
institutions have earlier deadlines so make sure 
you file by any applicable deadlines.

Because funds for many grants – which everyone 
should pursue since this type of aid does not 
need to be repaid – are limited and may be 
granted before February, you should submit your 
FAFSA as soon as possible every year.   

Scholarships and Grants

Scholarships and grants are awarded depending 
on a school’s policies regarding need and/or 
merit and do not have to be repaid.  Ask the 
school’s financial aid office for more information 
and use resources like www.fastweb.com to find 
external scholarships and grants that may help 
you. Do this when you are applying or thinking 
about applying – don’t wait until you are 
accepted. Look again every year to see if there is 
some aid for which you may qualify.

In evaluating any scholarship program, consider:

•	 The total amount of financial aid available;

•	 How competitive you will be for the 
number of slots available;

•	 The obligations you will have in exchange 
for the funds; and

•	 The non-financial benefits(s) provided, 
such as special career counseling services, 
lectures and symposia, leadership 
opportunities and preferential entry into 
selected courses.

Now compare prospective schools.  Look at the 
percentage of students receiving scholarships and 
grants, the median dollar amount received, and 
the availability of public interest scholarships. 
Use this information to help you make a final 
determination of where to attend.  

Federal Work-Study

The Federal Work-Study program funds students 
to work on campus or in off-campus nonprofit 
agencies.  Ask the school’s financial aid office to 
find out if they offer work-study funds, if you 
may qualify and how many slots are available. 
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Not all student loans are alike.  Student loans 
can originate from private institutions like 
schools, banks and state education authorities. 
The federal government also provides student 
loans.  Understanding how these loans differ and 
what your repayment options are BEFORE you 
borrow is crucial. 

Federal Loans or Private Loans?

Some students borrow commercial loans from 
state or private lenders. It is important to note 
that commercial loans are never eligible for 
any federal relief program.  This is because the 
government does not own this debt and therefore 
cannot relieve or forgive what it does not own.  

Federal loans also come with borrower 
protections, such as fixed interest rates, and 
deferment and forbearance in times of hardship.  
Commercial loans generally do not.

Fixed Interest Rate means that your interest rate 
will remain at a fixed percentage of your loan. 
Variable rates, which may seem low at first, can 
increase to a higher rate, catching you off-guard 
and making payments unaffordable.2

Deferments are temporary suspensions of 
payments that are available if you re-enroll in 
school, are unemployed or facing economic 
hardship.  Deferments also are available in 
instances of disability, certain military service 
and for a period following active military duty. 

Forbearances are temporary postponements 
or reductions of payments because of financial 
hardship.  You may be able to receive 

2 For a small number of borrowers with very good credit and a very high salary anticipated upon graduation, these variable interest 
rates may provide some opportunity to save money in the short-term.

forbearance if you’re not eligible for deferment. 
The main distinction between deferment and 
forbearance is that interest does not accrue 
on subsidized Stafford loans (but will on any 
unsubsidized loans) or Perkins loans during 
periods of deferment but accrues on all your 
loans during forbearance.

If you borrow all or mostly federal loans, you 
have preserved the possibility of all or most of 
your loans being eligible for federal relief and 
forgiveness such deferment, forbearance, income-
driven repayment plans and Public Service Loan 
Forgiveness.  Again, private or commercial loans 
are never eligible for federal relief or forgiveness.   

What are FFEL and Federal Direct?

Most students do borrow federal student loans 
(like Stafford loans and Grad PLUS loans).  
These loans may have originated from one of 
two major federal student loan programs: the 
Federal Family Education Loan (FFEL) program 
or the Federal Direct Loan program. 

Federal student loans from the FFEL program 
were issued by private banks and lending 
institutions like Sallie Mae, but are still federal 
student loans because they are guaranteed by the 
government.  Although Congress discontinued 
the FFEL program in 2010, you may have FFEL 
loans that were taken out earlier.  Federal Direct 
loans are federal student loans issued directly by 
the U.S. Department of Education.  

undersTandInG sTudenT loans



6 

Every federal loan you have, along with its 
repayment status, is entered into the National 
Student Loan Data System. To see what types of 
federal loans you have:

•	 Request a Personal Identification Number 
(PIN) from the Department of Education: 
www.pin.ed.gov

•	 Use the PIN to look up your loans in the 
National Student Loan Data System:  
www.nslds.ed.gov

If you borrowed commercial student loans, you 
can check their status by requesting a credit 
report at www.annualcreditreport.com.  

Loan Consolidation

After graduation, you may consolidate 
your federal student loans into a Federal 
Consolidation Loan in order to reduce your 
payment amounts and repay on an extended 
schedule.  In the past, federal Consolidation 
Loans may have been obtained from FFEL 
lenders and from Federal Direct, so your 
consolidation loan may be from either program. 
Any consolidation loans after 2010 will be 
Federal Direct Consolidation loans.

The Federal Direct Consolidation Loan 
application is available at the Department of 
Education’s website:  
http://loanconsolidation.ed.gov/.

A note about Parent PLUS loans and Perkins 
Loans: Parent PLUS loans are not eligible for 
Income-Based Repayment and are only eligible 
for Income-Contingent Repayment and Public 
Service Loan Forgiveness when part of a Federal 
Direct Consolidation loan. But consolidation 
loans that repaid Parent PLUS loans are not 
eligible for Income-Based Repayment, so try 
to avoid including Parent PLUS loans in your 
consolidation loan if you intend to enroll in IBR. 

Federal Perkins Loans include their own 
cancellation provisions for different professions 
and service. You should always seek advice 
before consolidating a Perkins loan to see if 
you’ll qualify because these provisions will be 
lost if you consolidate your Perkins loan.

If you have private loans and federal loans, 
you cannot consolidate all into one federal 
consolidation loan. Be wary of consolidating 
federal loans into a private loan because you will 
lose any federal protections attached to this loan, 
such as deferment, forbearance, income-driven 
repayment and forgiveness.
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CHAPTER TWO: PROGRAMS THAT CAN 
HELP WITH REPAYMENT

In 2007, the US Congress passed the College 
Cost Reduction and Access Act to expand these 
possibilities and help students:  

•	 Lower monthly student loan payments 
on federal student loans (Income-Based 
Repayment or IBR); and/or

•	 Earn forgiveness after 10 years of public 
service employment (Public Service Loan 
Forgiveness or PSLF).

INCOME-BASED REPAYMENT

Income-Based Repayment (IBR) significantly 
reduces monthly payments for high debt/low 
income borrowers who demonstrate a “partial 
financial hardship.” Borrowers have a partial 
financial hardship if their annual educational 
debt payments exceed 15 percent of their 
discretionary income (defined as adjusted gross 
income minus 150 percent of the poverty level 
for a family the borrower’s size).

IBR is available for FFEL and Federal Direct 
Loans.

Annual educational debt payments under 
IBR are capped at 15 percent of a borrower’s 
discretionary income and, if a borrower is still 
repaying after 25 years, the government will 
forgive the amount left on these loans. The 
following example uses the 2009 Federal Poverty 
Guideline (available at http://aspe.hhs.gov/
poverty/) for a household of one.

Example:  Jane Jones owes $100,000 in eligible 
federal debt at 6.8 percent interest. She takes a 
job with a salary of $40,000 per year.

Jane has a partial financial hardship since she has 
$100,000 in eligible debt and makes $40,000 
(her annual payments on this loan under a 
standard 10-year plan would be more than 15 
percent of her discretionary income). She selects 
the Income-Based Repayment Plan (IBR). In her 
first year, Jane’s monthly payments under IBR 
are $298 (as opposed to $1,151 under standard 
10-year repayment).

As Jane receives annual salary increases of 
4 percent, her monthly payments under IBR 
will gradually rise. But, as long as she has a 
partial financial hardship and remains in IBR, 
she will never pay more than 15 percent of her 
discretionary income.

Those working in public service and repaying 
under IBR may qualify for Public Service Loan 
Forgiveness. However, even those not working 
in public service are eligible for loan forgiveness 
under IBR after 25 years. Learn more at  
www.equaljusticeworks.org/ed-debt. 

Federal loans may be eligible for different types of repayment plans and forgiveness 

programs that can help ease the burden of repayment.  

http://aspe.hhs.gov/poverty/
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UPCOMING IMPROVEMENTS TO INCOME-

BASED REPAYMENT

In 2010, Congress enacted provisions designed 
to cap monthly payments at 10 percent of 
discretionary income and provide for forgiveness 
after 20 years starting in 2014. Borrowers who 
take out their first federal loan (essentially begin 
their borrowing) in 2014 or later will be eligible 
for these enhanced provisions.

INCOME-CONTINGENT REPAYMENT

Income-Contingent Repayment (ICR) is another 
repayment plan that factors in your income 
when establishing your monthly payment 
amount. Unlike Income-Based Repayment, there 
is no “partial financial hardship” threshold to 
meet to select ICR and it is only available for 
Federal Direct loans.

Generally, unless you qualify for “Pay as You 
Earn” as described below, your monthly payment 
amount in ICR may be higher than in IBR 
because ICR considers the total amount you 
owe when calculating your monthly payment 
amount and also has a higher payment cap at 20 
percent of your income. Additionally, if you are 
married, ICR will count both your income and 
your spouse’s income when looking at “income.” 
You can use calculators available at www.finaid.
org to compare estimated payment amounts and 
determine which plan works best for you.

As with IBR, those working in public service and 
repaying under ICR may be eligible for Public 
Service Loan Forgiveness. However, ICR also 
has a 25-year forgiveness provision to help those 
who are not working in public service.

PAY AS YOU EARN

In 2011, President Obama proposed an initiative 
known as “Pay as You Earn” to speed up the 
adoption of the 10 percent cap and 20-year 
forgiveness and make them available beginning 
in 2012. The Administration estimates that this 
will reduce monthly payments for more than 1.6 
million student borrowers. 

The proposal will be enacted through the 
Income-Contingent Repayment plan and is 
limited to “new borrowers.” New borrowers are 
defined as those who took out their first loans in 
2008 or later and who will take out at least one 
loan in 2012 or later. As a result, borrowers with 
loans from 2007 and earlier will not be able to 
benefit from these changes, but can still benefit 
from the older versions of IBR and ICR.

Also, since Income-Contingent Repayment is 
only available to Federal Direct Loan borrowers, 
borrowers who may be eligible for the new Pay 
as You Earn benefits would need to consolidate 
any FFEL loans into the Federal Direct program 
to enroll in Income-Contingent Repayment.

For new borrowers, the benefits may be 
considerable. To take the example above, 
with $100,000 in eligible debt and a salary of 
$40,000, Jane’s monthly payments would be 
only $198 under Pay as You Earn compared 
to $298 per month under the older version of 
Income-Based Repayment. Eligible borrowers 
should compare payments in IBR with those 
under Pay as You Earn in ICR to determine 
which works best.

http://www.finaid.org
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PUBLIC SERVICE LOAN FORGIVENESS 

Public Service Loan Forgiveness (PSLF) is a 
crucial program for those wishing to pursue 
careers in public interest. PSLF works this 
way: If a borrower makes 120 qualifying loan 
payments on a Federal Direct loan (including 
Federal Direct Consolidation loans) while 
working full-time in public service employment, 
the unpaid balance on the loan is forgiven by 
the federal government. The following example 
uses the 2009 Federal Poverty Guideline for a 
household of one.

Example:  Jane Jones owes $100,000 in eligible 
federal debt at 6.8 percent interest and takes a 
full-time qualifying public service position that 
starts at $40,000.

Because she owes $100,000 and only makes 
$40,000, Jane has a partial financial hardship 
and is eligible for Income-Based Repayment 
(IBR). Jane enrolls in IBR. In her first year, 
Jane’s monthly payments under IBR are $297 
(as opposed to $1,151 under standard 10-year 
repayment).

As Jane receives annual salary increases of 
4 percent, her monthly payments under IBR 
gradually rise. Jane remains in public service and 
pays $44,102 over 10 years under the IBR plan. 
In year 10, her monthly payments are $447. Jane 
applies for and the federal government grants 
her PSLF and forgives $123,898, the principle 
and interest remaining on her loans.

Generally, if an organization qualifies as a public 
service employer (for example, as a government 
entity or 501(c)(3) organization), its full-
time employees, from administrative staff to 
professionals, will be in qualifying employment.

LOAN REPAYMENT ASSISTANCE 

PROGRAMS (LRAPs)

These programs available from schools, 
employers, states and the federal government 
can help you manage your educational debt by 
providing funds to make your monthly payments 
as they are due. They are generally available 
based on different public interest professions. 
Often, LRAPs may be used in conjunction with 
IBR and PSLF by providing you funds to make 
your lowered monthly payments in IBR for 10 
years until you earn forgiveness. You will need 
to consult with your school or employer to see if 
they offer an LRAP and what the requirements 
are.  

Borrowing is never an easy decision and student 
loans can be confusing and overwhelming. 
This toolkit is intended to provide an overview 
of important considerations and options for 
educational debt relief. Use this information as a 
starting point and be proactive about your loans, 
because now is the time to take control of your 
future.
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Frequently Asked questions

Below are answers to some of the most frequently asked questions about Public 

Service Loan Forgiveness and Income-Based Repayment.  To learn more about  

these programs, register for one of our free informational webinars at  

www.equaljusticeworks.org/ed-debt.

1. Will Public Service Loan Forgiveness and Income-Based Repayment be around for the 
foreseeable future?  Will they be eliminated by Congress?

Unlike many government programs, Public Service Loan Forgiveness is not subject to 
appropriations or the budgetary process.  It would take an act of Congress to take Public Service 
Loan Forgiveness and Income-Based Repayment away from borrowers.  Certainly, there are 
no guarantees, but even if a future Congress reconsidered Public Service Loan Forgiveness, it 
is our belief that those borrowers who are already well along the path to Public Service Loan 
Forgiveness (have consolidated loans into Federal Direct, chosen a qualifying repayment plan, 
and completed a number of payments towards forgiveness) should be permitted to complete the 
forgiveness process.

2. Do I have to choose between my loan repayment assistance program and the federal 
programs?

Not necessarily.  Public Service Loan Forgiveness and Income-Based Repayment do not preclude 
you from participating in institutional, government or employer LRAPs but occasionally those 
LRAPs will not allow you to participate in both.  You should confirm with the administrator of 
your LRAP before enrolling.

3. How can I determine if I qualify for the IBR plan?  Where can I get an estimated IBR 
monthly payment amount?

The U.S. Department of Education’s Student Aid on the Web website: http://studentaid.ed.gov 
includes an IBR calculator.  The IBR calculator allows you to determine whether you are 
likely to qualify for the IBR Plan, and to estimate what your IBR monthly payment would be.  
However, for an official determination of your eligibility for IBR or to apply for IBR you’ll need 
to contact your loan servicer.  Direct Loan borrowers may get additional information from the 
Direct Loan program.  If you are unsure who holds your loans or who your loan servicer is, 
you can access this information at the Department of Education’s National Student Loan Data 
System website: www.nslds.ed.gov.  
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 4. What will my monthly payment be under IBR?

Annual educational debt payments under IBR are capped at 15% of discretionary income 
(adjusted gross income minus 150% of the poverty level for your family size).  The following 
example uses the 2009 Federal Poverty Guideline for a household of one:

Example:  Jane Jones owes $100,000 in eligible federal debt at 6.8% interest.  She takes a job 
that starts at $40,000.

Jane selects the Income-Based Repayment Plan (IBR) because she has a partial financial hardship 
since she has $100,000 in eligible debt and only makes $40,000.  In her first year, Jane’s monthly 
payments under IBR are $297 (as opposed to $1151 under standard 10-year repayment).

As Jane receives annual salary increases of 4%, her monthly payments under IBR gradually rise, 
until in year 10 her monthly payments are $447.

 5. Which student loans are eligible for IBR?

Federal Direct loans and federally guaranteed loans (FFEL) are eligible including: subsidized and 
unsubsidized Federal Stafford loans; Federal Grad PLUS loans (but not Parent PLUS loans); and 
Federal Direct Consolidation loans. 

However, only Federal Direct loans (including Federal Direct Consolidation loans) are eligible 
for Public Service Loan Forgiveness, so if you intend to utilize IBR while working toward PSLF, 
make sure you are doing so with Federal Direct loans.

6. Which student loans are NOT eligible for IBR?

Loans made by a state or private lender and not guaranteed by the federal government are never 
eligible.  Also, Parent PLUS loans are not eligible for IBR, nor are consolidation loans that repaid 
Parent PLUS loans, so try to avoid including Parent PLUS loans into your consolidation loan if 
you intend to enroll in IBR. 

Federal Perkins loans are only eligible when part of a Federal Direct Consolidation loan.  
However, you should always seek advice before consolidating a Perkins loan because Perkins 
loans include their own cancellation provisions.  These provisions will be lost if you consolidate 
your Perkins loan. 

7. Which student loans are eligible for PSLF?

Only Federal Direct loans: Federal Direct subsidized and unsubsidized Federal Stafford loans; 
Federal Grad PLUS loans (but not Parent PLUS loans) and Federal Direct Consolidation loans 
are eligible for Public Service Loan Forgiveness. 
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8. Which student loans are NOT eligible for PSLF?

Federally guaranteed loans (FFEL) are not eligible for Public Service Loan Forgiveness.  
Borrowers may consolidate their FFEL loans into Federal Direct if they intend to work toward 
PSLF.  Parent PLUS and Federal Perkins loans are only eligible when part of a Federal Direct 
Consolidation loan.  You should always seek advice before consolidating a Perkins loan because 
Perkins loans include their own cancellation provisions.  These provisions will be lost if you 
consolidate your Perkins loan.

Also, consolidation loans that repaid Parent PLUS loans are not eligible for Income-Based 
Repayment, so try to avoid including Parent PLUS loans into your consolidation loan if you 
intend to enroll in IBR while you are working toward forgiveness on these consolidation loans. 

Loans made by a state or private lender and not guaranteed by the federal government are never 
eligible. 

 9. When can I select IBR?

You may select IBR when entering repayment by selecting the Income-Based option on your 
repayment selection form.  If you are already in repayment, you may select IBR by contacting 
your servicer and requesting to switch to the IBR plan.

 10. When can I apply for PSLF?

You may only apply for final forgiveness after you have made all 120 qualifying payments on 
your eligible Federal Direct loan(s) while working in qualifying employment.  In the meantime, 
keep track of your qualifying employment by submitting the Department of Education’s 
Employment Certification Form annually, and retaining pay stubs, W-2s and any other 
supporting documentation.

To utilize IBR in conjunction with PSLF, enroll in IBR for your eligible Federal Direct loans as 
soon as you are eligible.  Once you have made 120 qualifying payments on these Federal Direct 
loans in IBR while working in qualifying employment, apply for final forgiveness from the 
Department of Education.  The following example uses the 2009 Federal Poverty Guideline for a 
household of one:

Example:  Jane Jones owes $100,000 in eligible federal debt at 6.8% interest and takes a full-
time qualifying public service position that starts at $40,000.

Because she owes $100,000 and only makes $40,000, Jane has a partial financial hardship and is 
eligible for Income-Based Repayment (IBR).  Jane enrolls in IBR.  In her first year, Jane’s monthly 
payments under IBR are $297 (as opposed to $1151 under standard 10-year repayment).
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As Jane receives annual salary increases of 4%, her monthly payments under IBR gradually rise.  
Jane remains in public service and pays $44,102 over 10 years under the IBR plan.  Jane applies 
for and the federal government grants her PSLF and forgives $123,898, the principal and interest 
remaining.

11. When thinking about IBR or considering using IBR and PSLF together, if I’m married, 
should I file my taxes jointly or separately?

There is no one answer for everyone.  You’ll need to calculate the financial impact for both 
scenarios to determine what is best for you.  When married borrowers file joint income tax 
returns, both your income and your spouse’s income will count in your IBR calculation.  The 
calculation will also count both yours and your spouse’s federal (but only federal) student 
loan debt.  The only way to separate income is to file separate income tax forms.  If you file 
separately, only your income, and only your federal student loan debt, will count.  You may 
estimate your monthly payments and compare scenarios under different repayment plans using 
the calculators and other resources at www.finaid.org, and we encourage you to consult a 
financial advisor regarding your specific circumstances.

 12. Does IBR have loan forgiveness?

IBR also has a forgiveness provision, even if you do not qualify for Public Service Loan 
Forgiveness. Any principal and balance that remain on your eligible loans is forgiven after 25 
years.

13. What is a “qualifying loan payment” for Public Service Loan Forgiveness?

A payment on a Federal Direct loan (including a Federal Direct Consolidation loan) of the 
amount calculated under either the Income-Contingent Repayment plan (ICR), the Income-
Based Repayment plan (IBR), or not less than the amount required under a Standard Repayment 
plan based on a 10-year repayment schedule.

ONLY payments made on Federal Direct loans (including Federal Direct Consolidation loans) 
while working full-time in qualifying public service employment count toward the 120 payments 
required to qualify for PSLF.

 14. If my monthly payment under Income-Based Repayment is zero, does each month 
during which my calculated payment is zero count toward the required 120 payments 
for PSLF?

Yes.  Any month when your calculated payment on your Federal Direct loans under IBR is zero 
will count toward your required 120 monthly payments as long as you are working in qualifying 
employment at the time these zero dollar payments are due.
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 15. When can I begin counting my time in public service toward forgiveness?

You may begin counting your employment beginning October 1, 2007.  But remember only 
qualifying payments made on Federal Direct loans count toward your required 120 monthly 
payments and only those Federal Direct loans are eligible for forgiveness.

 16. Will the Department of Education track my qualifying employment and payments while 
I am working toward meeting the 120 months of required payments for PSLF?

The Department of Education is not tracking your employment.  It is your responsibility to 
have documentation that supports a request for loan forgiveness under the PSLF program.  
This includes documentation from your employer or employers.  Based on this employment 
documentation, the U.S. Department of Education will be able to identify qualifying 
employment and payments. 

The U.S. Department of Education has developed a form, which you may submit annually to 
certify your employment.  The form is available on the Equal Justice Works website at  
www.equaljusticeworks.org/ed-debt. 

 17. Do the 120 payments have to be consecutive to qualify for Public Service Loan 
Forgiveness?

No.  You must make 120 separate, on-time, full monthly payments while you are employed by 
an eligible public service organization, but the payments do not have to be consecutive.

 18. If I have been making payments on my Federal Direct loans since before October 
2007, will these payments count toward the 120 payments for Public Service Loan 
Forgiveness?

No.  Under the law, only payments made after October 1, 2007 may be counted towards the 
required 120 payments for PSLF.

 19. If I’m volunteering at a qualifying employer but I receive my income from another 
source (such as from a non-qualifying employer) will my payments count toward PSLF?

No.  Unfortunately, while you may be providing important services to a qualifying employer, 
unless they are your source of income, the payments made during that time will not count 
towards PSLF.

 20. Does my work for an international organization count for PSLF and how do I verify 
that it does?

The answer is “maybe.”  The U.S. Department of Education has developed a form which you 
may submit to certify your employment.  If you submit the certification form, you will receive an 
initial decision from the Department of Education on whether your employment qualifies.
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 Here are some additional helpful FAQs:

•	 U.S. Department of Education PSLF Fact Sheet and FAQs: http://tinyurl.com/ed-gov-pslf 

•	 U.S. Department of Education FAQs on Income-Based Repayment: http://tinyurl.com/ed-gov-ibr 

•	 The Corporation for National and Community Service’s FAQs for AmeriCorps Members and 
Alumni on the College Cost Reduction and Access Act: http://tinyurl.com/cncs-ccraa 
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More resourCes 

•	 Online	Educational	Debt	Relief	Resource	Center: Find comprehensive information on available 
relief programs at www.equaljusticeworks.org/ed-debt, including Income-Based Repayment, 
Public Service Loan Forgiveness and Loan Repayment Assistance Programs.

•	 Free	informational	webinars: Register for a session at www.equaljusticeworks.org/ed-debt to 
learn more about educational debt and educational debt relief. 

•	 Take Control of Your Future: How to Manage Your Educational Debt: Free copies of our 
educational debt brochure are available for distribution. You may request copies by emailing us 
at debtrelief@equaljusticeworks.org.  

•	 Student	Loan	Ranger	Blog: Equal Justice Works’ educational debt relief experts provide 
guidance and answer questions through this weekly U.S. News & World Report blog.

•	 Equal	Justice	Works’	Guide	to	Managing	Educational	Debt:  Equal Justice Works is publishing 
an “e-book,” a comprehensive guide to understanding educational debt relief programs. This 
resource will be available on our website at www.equaljusticeworks.org. 

•	 The Equal Justice Works Guide to Law Schools: Use this free, interactive online tool to 
compare programs offered at different law schools. Prospective and current students can 
evaluate the availability of summer and post-graduate public interest funding; and graduates 
may learn whether their school offers an LRAP and learn more about the program’s details. 
www.ejwguide.org 

•	 Email	questions: debtrelief@equaljusticeworks.org or post a question on our forum: 
www.equaljusticeworks.org/forum

Stay Connected

LIke Equal Justice Works at www.facebook.com/EqualJusticeWorks. 

Follow us @EJW_org and use #StudentDebtHelp to keep informed about the 
latest educational debt relief news and upcoming webinar sessions.  

Equal Justice Works is a national nonprofit organization working to provide public interest 
opportunities for law students and lawyers. Understanding that rising educational debt was 
becoming a barrier to lawyers wanting to pursue public interest law, Equal Justice Works became a 
leading advocate for the passage of the College Cost Reduction and Access Act.  Since then, we have 
developed informational tools designed to help alleviate the debt burdens that often prevent lawyers 
and others from pursuing public interest careers, and continue to work for changes to reduce the 
educational debt burden for all students and graduates.

https://twitter.com/#!/search/ejw_org
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Public Service Loan Forgiveness:  
Eligible Loans

Borrowers who intend to work toward Public Service Loan Forgiveness can choose to 

consolidate their student loans into the Federal Direct loan program. Remember, only 

Federal Direct loans are eligible for Public Service Loan Forgiveness. 

Most students borrow federal student loans (like Stafford loans and 
Grad PLUS loans). These federal student loans may have originated 
from one of two major federal student loan programs: the Federal 
Family Education Loan program (FFEL) or the Federal Direct loan 
program. Federal student loans from the FFEL program were issued 
by private banks and lending institutions like Sallie Mae, but are still 
federal student loans because they are guaranteed by the government.  
Although Congress discontinued the FFEL program in 2010, 
borrowers may have FFEL loans that were taken out earlier.  Federal 
Direct loans are federal student loans issued directly by the United 
States Department of Education. 

Eligible Loans
When students graduate, many consolidate their federal student 
loans into a Federal Consolidation loan in order to reduce and 
extend the payments. These Federal Consolidation loans may be 
FFEL or Federal Direct. Only Federal Direct loans (including Stafford 
loans, Grad PLUS loans and consolidation loans) are eligible for 
Public Service Loan Forgiveness. 

Borrowers that have already consolidated eligible federal student loans into a FFEL Consolidation loan have 
the right under the CCRAA to reconsolidate into a Federal Direct Consolidation loan. 

Ineligible Loans
Parent PLUS loans are not eligible and consolidation loans including Parent PLUS loans are not eligible for 
IBR. As a result, you may want to avoid consolidating Parent PLUS loans with loans eligible for PSLF, because 
this limits your repayment options.

Some students also borrow commercial loans from state or private lenders, and it is important to note that 
commercial loans are never eligible for Public Service Loan Forgiveness. Students who went to graduate or 
professional school before 2006 are more likely to have a substantial amount of commercial student loan debt 
because the Grad PLUS loan only became available in 2006. 

FIND OUT WHAT TYPES OF 
STUDENT LOANS YOU HAVE
Request a Personal Identification 
Number (PIN) from the 
Department of Education:  
www.pin.ed.gov

GET YOUR ELIGIBLE LOANS 
INTO THE FEDERAL DIRECT 
LOAN PROGRAM BY 
CONSOLIDATING
Use the online Federal Direct 
Consolidation Loan application 
available at the Department of 
Education’s website:   
http://loanconsolidation.ed.gov/
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Public Service Loan Forgiveness:  
Qualifying Employment

Employment in the public sector increases your eligibility for Public Service Loan 

Forgiveness. Many public service employees work in eligible employment.  

Qualifying public service employment for Public Service Loan Forgiveness under the College Cost Reduction 
and Access Act is full-time paid work in:

•	 Federal, state, local and tribal governments;

•	 A 501(c)(3) nonprofit organization;

•	 A full-time AmeriCorps position;

•	 The Peace Corps; or

•	 For a private “public service organization” 

Many public service workers are employed by 501(c)(3) nonprofit organizations or the government. Borrowers 
in this kind of employment who have significant debt may benefit from Public Service Loan Forgiveness.

If an organization qualifies as a public service employer (for example, as a government entity or 501(c)(3) 
organization), its full-time employees will generally be in qualifying employment, from administrative staff to 
professionals.1

Public Service Organizations
For those who do not work for a 501(c)(3) nonprofit organization or the government, employment may still 
qualify if the employee works for a “public service organization.”  Public service organization has specific 
definitions depending on your type of work and must not be organized for profit, a labor union, a partisan 
political organization, or an organization engaged in religious activities. These are defined in regulations and 
listed in the Public Service Loan Forgiveness Q&As included in this toolkit.

If an employer does not qualify as a public service organization, while they may not qualify for PSLF this does 
not preclude borrowers from enrolling in Income-Based Repayment and benefiting from lower income-based 
monthly payments and forgiveness after 25 years.

Full-time Employment
“Full-time” is defined as working in qualifying employment in one or more jobs for the greater of:

•	 An annual average of at least 30 hours per week; 

•	 For a contractual or employment period of at least 8 months, an average of 30 hours per week; or

•	 Unless the qualifying employment is with two or more employers, the number of hours the employer 
considers full-time.

1 The Department of Education has indicated that religious instruction, worship services or any form of proselytizing is not qualifying 
employment.
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Public Service Loan Forgiveness:  
Qualifying Payments

In order to qualify for Public Service Loan Forgiveness under the College Cost 

Reduction and Access Act, borrowers must not choose an extended repayment plan as 

many have done in the past.

Qualifying monthly payments include only those made on time as part of an:

•	 Income Contingent Repayment plan; 

•	 Income-Based Repayment plan; 

•	 Standard Repayment plan based on a 10-year repayment schedule; 

•	 A repayment plan where the monthly amount paid was not less than 
the monthly amount required under Standard Repayment over a 10-
year repayment period.

Income-Based Repayment (IBR) will likely be the best choice for most 
borrowers who will ultimately earn PSLF. IBR will minimize monthly loan 
payments and maximize the amount ultimately forgiven.

However, borrowers who may be eligible for Pay as You Earn (took out their first federal loan in 2008 or 
later and also took out a loan in 2012 or later), may receive a better calculation under the Pay as You Earn 10 
percent payment cap provisions in Income-Contingent Repayment. Borrowers should check to see if this is the 
case.1

Qualifying payments do not need to be consecutive. 
An individual could take time off from their eligible employment (for example, to take a non-qualifying 
position or to stay home with children). While payments still must be made on loans during this time, these 
would not count toward the 120 required payments. Payments will begin to count again when the individual is 
back in eligible employment.

Beware of Non-Qualifying Payments
These payments do NOT count toward the 120-payment requirement:
•	 Payments made under a fixed term repayment plan with a term of more than 10 years (On Federal Direct 

Consolidation loans, repayment over a term of more than 10 years is sometimes referred to as “standard” 
repayment. These “standard” payments do NOT count.);

•	 Payments made while not working in full-time qualifying public service employment;

•	 Payments made on non-qualifying loans (e.g., FFEL loans, commercial loans, Parent PLUS loans);

•	 Payments not made within 15 days of the due date; and

•	 Payments made while the borrower is in default.

1 Generally if they do not qualify for the new Pay as You Earn benefits, most borrowers will pay less under Income-Based Repayment 
than under Income-Contingent Repayment (ICR), so we do not describe it here.  You can find out more about ICR at www.direct.ed.gov.

Income-Based 
Repayment will minimize 
monthly loan payments 
and, if forgiveness is 
earned, maximize the 
amount ultimately 
forgiven.



1730 M Street, NW, Suite 1010, Washington, DC 20036-4511 ++ Phone 202.466.3686 ++ Fax 202.429.9766 ++ www.equaljusticeworks.org

21 

Public Service Loan Forgiveness:  
Basic Checklist

1. Find out what kind of student loans you have: 
❑	 Request a Personal Identification Number (PIN) from the Department of Education: www.pin.ed.gov.  

❑	 Use the PIN to look up your federal student loans in the National Student Loan Data System:  
www.nslds.ed.gov.  

❑	 Check for commercial student loans on your annual credit report: www.annualcreditreport.com. They 
will not appear in the National Student Loan Data System. Commercial loans are not eligible for 
forgiveness. 

2. Get your FFEL loans into Federal Direct by consolidating: 
❑	 You must consolidate or reconsolidate all your Federal Family Education Loans (FFEL) into  

Federal Direct if you want those loans to be eligible for Public Service Loan Forgiveness:  
http://loanconsolidation.ed.gov. Remember to consider Parent PLUS and Perkins loans separately.

3. Choose an eligible repayment plan: 
❑	 Choose an eligible repayment plan: Income-Based Repayment, Income-Contingent Repayment, Standard 

10-year Repayment. 

❑		Beware – payments made on a “Standard” Repayment plan for a term of more than 10 years do not 
qualify toward forgiveness!

4. Make 120 qualifying monthly payments while working in public service full-time: 
❑	 Check that your job qualifies. Your job qualifies if you work full-time for a qualifying public service 

employer. Employment with the government or a 501(c)(3) nonprofit qualifies. 

❑	 Work in public service for 10 years. Keep W-2s and pay stubs to track your employment.

❑	 Submit the Employment Certification for Public Service Loan Forgiveness annually to receive an initial 
decision from the Department of Education regarding your employment and the number of qualifying 
payments you’ve made. 

❑	 Make 120 qualifying payments (once a month for 10 years) on your Federal Direct loans. 

5. Apply for loan forgiveness: 
❑	 The Department of Education will develop a form to fill out and will require supporting documents. 
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