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Extended Repayment Plan
Under Extended repayment, you
will still have minimum monthly
payments of $50, but you can take
from 12 to 30 years to repay your
loans. The length of your repay-
ment period will depend on the
total amount you owe when your
loans go into repayment. (See the
box below.) Because you take
more than 10 years to repay your
loans, your monthly payment will
be less than if you choose
Standard repayment. However, the
total amount you repay will be
greater because you will pay more
interest.

Graduated Repayment Plan
With Graduated repayment, your
payments start out at one level,
then increase every two years.
The repayment period varies from
12 to 30 years and depends on
the total amount of Direct Loans
you owe when your loans go into
repayment. (See the box below.) If
your income is low when you
leave school but is likely to
increase steadily over time, this
might be the best plan for you.

Income Contingent
Repayment Plan
This plan gives you the flexibility to
meet your Direct Loan obligations
without causing undue financial
hardship. Each year, your monthly
payment amount will be calculated
on the basis of your annual Ad-
justed Gross Income (AGI) and the
total amount of your Direct Loans.

Graduated/Extended Repayment Table

Length of
Amount of Debt  Repayment Period

May Not Exceed

Less than $10,000  12 years

$10,000 – $19,999  15 years

$20,000 – $39,999  20 years

$40,000 – $59,999  25 years

$60,000 or more  30 years

To participate in the Income
Contingent Repayment Plan, you
must authorize the U.S. Internal
Revenue Service (IRS) to release
information about your income to
the U.S. Department of Education.
This information will be used to
calculate and adjust your repay-
ment amount annually.

If your payments do not cover the
accumulated interest on your
loans, the unpaid interest will be
capitalized once each year until it
reaches a maximum of 10 percent
of the original amount you owed
when your loans entered repayment.
After you reach this maximum,
interest will continue to accrue
and be payable, but will no longer
be capitalized. The additional
interest will increase the amount
you owe and may extend your re-
payment period. (This limit on
capitalization does not apply to
periods of deferment and
forbearance.)


