Paying Down
Student Loans

BONUS: Step 12in Your
Roadmap to Financial
Independence




A Guide to Student Loans: Types,
Consolidation, and Forgiveness

Options
For many, student loans are
essential for pursuing higher
education. Understanding the
types of loans, options to
consolidate them, and
— forgiveness programs can help
== borrowers manage debt
effectively. Here's what you need
to know:

Create a Plan
Managing student loans can feel
overwhelming, but understanding your options
makRes it easier to find a strategy that works for
you. Explore federal protections, evaluate
consolidation and refinancing carefully, and
take advantage of forgiveness programs if you
qualify. With a clear plan, you can minimize
debt stress and focus on achieving your
financial goals.
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Types of Student Loans

Student loans fall into two categories: federal and private.

1. Federal Student Loans
Federal loans are funded by the government and
typically offer more benefits than private loans,
including fixed interest rates, income-driven
repayment plans, and loan forgiveness options.

Key types include:

* Direct Subsidized Loans

* Direct Unsubsidized Loans
® Direct PLUS Loans

» Direct Consolidation Loans

 Federal Perkins Loans (no longer offered)

2. Private Student Loans
Private loans are issued by banks, credit unions, or
online lenders. They usually lack the benefits of
federal loans, such as forgiveness programs or
income-driven repayment plans.
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Options to Consolidate Student Loans
Federal Loan Consolidation
The Direct Consolidation Loan program combines

multiple federal loans into a single loan with one
monthly payment. Benefits include:

 Simplified repayment

 Access to repayment plans

e Fixed interest rate
However, consolidating doesn’t lower your interest
rate and may reset the clock on some forgiveness
programs, as it creates a new loan.

Private Loan Refinancing
Private refinancing combines federal andfor private
loans into one loan with a private lender. Benefits
may include:
e Lower interest rates: If you have good credit and
steady income.
* Flexible terms: Choose repayment terms that fit
your financial situation.
 Caution: Refinancing federal loans with a private
lender means losing access to federal
protections, such as income-driven repayment
plans and loan forgiveness programs.
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Options for Student Loan Forgiveness

Loan forgiveness can cancel part or all of your student
debt under specific conditions.

Here are the major federal forgiveness programs:
1.Public Service Loan Forgiveness (PSLF)- For
borrowers working full-time in qualifying public
service jobs (e.g., government or non-profit
sectors). Requirements include:
a. 120 qualifying payments under an income-
driven repayment plan.
b.Employment with an eligible employer
during repayment.

2.Teacher Loan Forgiveness- Available for
teachers who work full-time in low-income
schools or educational service agencies for five

consecutive years.

3.Income-Driven Repayment Plan Forgiveness-
Borrowers enrolled in income-driven repayment
plans (e.g., PAYE, REPAYE, IBR, or ICR) may have
their remaining balance forgiven after 20-25
years of qualifying payments, depending on the




4. Perkins Loan Cancellation- Borrowers with
Perkins Loans may qualify for cancellation
through employment in public service roles,
such as teachers, nurses, or law enforcement
officers. Forgiveness percentages increase
with each year of service.

. Total and Permanent Disability (TPD)-
Discharge
Borrowers who are unable to work due to a
permanent disability may have their federal
loans discharged. Proof of disability is required.
. Borrower Defense to Repayment- If your
school engaged in fraudulent practices, such

as misleading advertising or violating

regulations, you may qualify for loan discharge
through this program.

. State-Sponsored Forgiveness Programs-
Many states offer student loan forgiveness for
residents working in specific professions, such
as healthcare, law enforcement, or teaching.
Research your state’s programs for
opportunities.




Next Steps:

Evaluate Your Loan Types: Know whether
your loans are federal, private, or both.
Understand Your Goals: Are you seeking
lower payments, simplified repayment, or
forgiveness? Your priorities will guide your
decision.

Seek Professional Advice: If you're unsure,
consult your loan servicer or a financial
advisor specializing in student debt.
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