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What if I have more than one child in school?

If you have more than one child in school,
the Direct PLUS Loan amount you can
borrow for each child probably will vary.
This is because each school decides its own
cost of attendance and the amount of
financial aid it can award.

What is the interest rate?

The interest rate varies annually but can
never be more than 9 percent. The U.S. Department of Education
adjusts the interest rate each year on July 1.

You can find out the current interest rate on Direct PLUS Loans by
calling toll-free:

1-800-848-0979

(The TDD number for the hearing-impaired is
1-800-848-0983 .)

When is interest charged?

Interest is charged on your Direct PLUS Loan beginning on the date
the money is applied to your child’s school account.  You pay interest
only on the portion of your loan that has been received.  Interest is not
charged on portions of the loan that have not been received.

Is there a charge for a Direct PLUS Loan?

You pay a “loan fee” on each Direct PLUS Loan you borrow.  The fee is
used to help keep down the cost of making these low-interest loans.
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Is the loan money applied to my child’s school
account (disbursed) in one lump sum?

Generally not .  As a rule, the Direct PLUS Loan will be applied to
your child’s school account (disbursed) in at least two installments,
called “disbursements.”  The number and the amount of the
disbursements you receive for each Direct PLUS Loan depend on how
the school divides the school year.  The number, amount, and
approximate date of each disbursement will be shown on your Direct
PLUS Loan application/promissory note.  For some examples of how
your loan might be disbursed, look at the following scenarios.

Example of disbursements at a school with two
semesters

   Fall Semester         Spring Semester

   $2,160*    $2,160*
  1st disbursement          2nd disbursement

*($2,250 minus 4 percent loan fee of $90 = $2,160)

Joyce goes to a college that divides its academic year into semesters.
The fall semester begins in September and the spring semester
begins in January.  Joyce’s parent borrowed a $4,500 Direct PLUS
Loan for the academic year.  Because the school year is divided into
two semesters, the loan will be applied to Joyce’s school account in
at least two equal disbursements.  The first disbursement will be
made during the fall semester,
and the second disbursement will
be made during the spring
semester.
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Example of disbursements at a school without
semesters or other terms

Hal’s parent is borrowing a $2,200 Direct PLUS Loan so Hal can
attend a 12-month program at a technical (career) school.  The school
does not divide the school year into terms, such as semesters,
trimesters, or quarters.  However, the Direct PLUS Loan must still be
disbursed in two or more equal installments.  The school will make
two disbursements. The first disbursement will occur at the beginning
of the 12-month program.  The second disbursement will occur at
the later of :

◊ the calendar midpoint between the first and last scheduled day
of classes, or

◊ the date Hal completes half the course work or half the
hours required by the program.

How will I be notified?

The school must notify you in writing or electronically (if you choose
to communicate with the school using a computer) whenever it makes
a Direct PLUS Loan disbursement.  The school is required to send you
this notice no earlier than 30 days before applying the Direct PLUS
Loan money to your child’s school account and not later than 30 days
after applying it to your child’s school account.

The school’s notice will include:

■ the date and the amount of the loan disbursement,

■ information about your right to cancel all or a portion of the
loan, including the current loan disbursement, and

■ the procedures and time frames you must follow for canceling
the loan.

   1st Half of School Year     2nd Half of School Year

   $1,056*      $1,056*
  1st disbursement            2nd disbursement

*($1,100 minus 4 percent loan fee of $44 = $1,056)
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REPAYING A DIRECT
PLUS LOAN

When Do I Repay?

After you receive the full amount of the Direct PLUS Loan for the
school year, the repayment period begins.  You make monthly
payments to the loan servicer, that is, the U.S. Department of
Education’ s Loan Servicing Center .

You make your first payment to the Loan Servicing Center within
60 days after all of the Direct PLUS Loan is disbursed for a school year.
This usually means that repayment begins while your child is still in
school .  The example below illustrates this.

Example of when repayment begins

Generally, your monthly payment will include both a portion of the
loan principal and the interest that is owed on the loan principal for
that month.

Rachel is starting her first year of college.  Rachel’s parent is
borrowing $5,000 in a Direct PLUS Loan to pay for Rachel’s first year.
Because this school divides the school year into two semesters, it will
disburse the loan in two equal installments.  The first disbursement
occurs in September.  The second disbursement occurs in January.
At this point—January—the loan is fully disbursed.  Then, within
60 days after the loan is fully disbursed (in this case, in March)
Rachel’ s parent begins repaying the loan.  (The Loan Servicing
Center will send Rachel’s parent a bill with a payment due date.)

Repayment begins
within 60 days after
the loan is fully
disbursed

 September         January     March

*($2,500 minus 4 percent loan fee of $100 = $2,400)

➪

$2,400 disbursed*; loan
is fully disbursed

Interest accrues on
$5,000

➪➪

$2,400 disbursed*

Interest accrues on
$2,500
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Extended Repayment Plan

Under the Extended Repayment Plan, you’ll pay the same amount
each month and have minimum monthly payments of $50, but you
can take from 12 to 30 years to repay your loan.  How long you have to
repay will depend on the total amount you owe when you begin
repaying the loan.

This is a good plan if you need to make smaller
monthly payments than with the Standard
Repayment Plan.  Because the repayment period
generally will be at least 12 years, however, you’ll
end up paying more in interest than with the
Standard Repayment Plan.

Graduated Repayment Plan

With this plan, your payments start out low, then
gradually increase over time.  The increase usually
occurs every two years.  Like the Extended
Repayment Plan, the length of your repayment
period will depend on the total amount you owe when you begin
repaying the loan.

This plan might be right for you if you expect your income to increase
steadily over time.  Your initial monthly payments will be equal to the
greater of:

■ the interest that is charged on your loan between monthly
payments, or

■ half of the payment you’d make each month with the Standard
Repayment Plan.

Your monthly payments will never be less than half of what you’d
pay each month with the Standard Repayment Plan or more than
150 percent of what you would pay each month with the Standard
Repayment Plan.  Because of the longer repayment period, you
probably will pay more interest with the Graduated Repayment Plan
than with the Standard Repayment Plan.

Amount of Debt Maximum
Repayment Period

12 years

15 years

20 years

25 years

30 years

Extended/Graduated Repayment T able

Less than $10,000

$10,000 - $19,999

$20,000 - $39,999

$40,000 - $59,999

$60,000 or moreV
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What happens to my monthly payments if I borrow
more than one Direct PLUS Loan?

You might borrow more than one Direct PLUS Loan over several years
for one child in school.  Or, you might borrow two or more Direct
PLUS Loans in the same academic year because you have two or more
children in school at the same time.

The following scenarios, which assume the Standard Repayment Plan
and a 9 percent interest rate, show what happens to your monthly
payments if you borrow more than one Direct PLUS Loan.

Example of borrowing for one child

Becky is going to a four-year university.  Her parent borrowed $3,000
for Becky’s freshman year of school.  Her parent decided not to borrow
for her sophomore and junior years.  However, in Becky’s senior year,
her parent borrowed another $5,000 Direct PLUS Loan.

Her parent began repaying the $3,000 Direct PLUS Loan during
Becky’s freshman year at $50 each month.  Her parent continued
making monthly payments on the $3,000 loan during Becky’s
sophomore and junior years.  Then, in Becky’s senior year, her parent
began making total
monthly payments of
$101 each month on
$8,000 ($3,000 for
Becky’s freshman year
and $5,000 for her
senior year).

         Total           Total
   School            Direct PLUS Loans              Monthly

  Year            Amount Borrowed       Payment

Freshman              $3,000           $50

Sophomore              $       0                         $50

Junior              $       0                         $50

Senior              $8,000          $101
     ($3,000 + $5,000)
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■ Your account would be reported to credit bureaus as being in
default, which can result in an adverse credit history.

■ The federal government can withhold your federal tax refunds
and federal payments that may be due to you through
certain programs such as veterans’ benefits, loans from the
Small Business Administration, and subsidies through the
U.S. Department of Agriculture and U.S. Department of
Housing and Urban Development.

■ Your employer, at the request of the federal government, can
withhold (“garnish”) part of your wages and give them to the
federal government to repay your debt.

■ The federal government can take legal action against you.

Can my loans ever be discharged?

Yes.   A discharge releases you from all obligation to repay your loans.
You can receive a discharge under these specific circumstances:

■ You die.

■ The child for whom you borrowed dies.

■ You become totally and permanently disabled due to an injury
or illness that is expected to continue indefinitely or result in
death.  A physician must certify your total and permanent
disability.  The condition may not have existed before you
applied for a Direct PLUS Loan, unless a doctor certifies that
the condition substantially deteriorated after you obtained the
loan, causing you to become totally and permanently disabled.

■ The child for whom you borrowed cannot complete a course of
study because the school closed.

■ The school your child attended falsely certified that your child
was an eligible student.





page 35Direct PLUS Loans

Direct PLUS Loans

Example of consolidating Direct PLUS Loans and
FFEL PLUS Loans

Carolyn borrowed both Direct PLUS Loans and FFEL PLUS Loans
because one child attended a college that participated in the
Direct Loan Program and the other child went to a college that
participated only in the FFEL Program.

Carolyn decided to consolidate these loans into a single Direct PLUS
Consolidation Loan.  Instead of writing two separate checks each
month, one to repay the Direct PLUS Loans and the other to repay
the FFEL PLUS Loans, she now only writes one check each month
to repay the money she borrowed for her children’s education.

What if I owe federal student loans that I borrowed
to pay for my own education?

If you (not your child) owe federal student loans in addition to your
Direct PLUS Loan, you can consolidate your federal student loans
along with your Direct PLUS Loan with the Direct Consolidation
Loan Program.

You have the same choice of repayment plans as you do for Direct
PLUS Loans.  You also have one more option, called the Income
Contingent Repayment Plan, that you may select for the student loan
portion of your Direct Consolidation Loan.  This plan annually adjusts
your monthly payment amount on the basis of the amount you
borrowed and your income (defined as the adjusted gross income
reported on your federal tax return).

Are there reasons to decide not to consolidate?

In some cases, you could end up paying more by consolidating all loans
than if you didn’t consolidate.

The length of time you have to repay your new consolidation loan
is not affected by how long your loans have already been in
repayment. If you have been repaying a loan for five years with the
Standard Repayment Plan and decide to consolidate that loan with
your other federal education loans, your 10-year Standard Repayment
Plan period starts over.  Since your loan is in repayment longer
(5 years + 10 years = 15 years), you will pay more interest.
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