Federal Student Aid
Income-Driven Repayment Plans for Federal Student Loans
What is an income-driven repayment plan?
An income-driven repayment plan is a repayment plan that sets your monthly student loan payment at an amount that is intended to be affordable based on
your income and family size. The U.S. Department of Education offers three income-driven repayment plans: Income-Based Repayment Plan (IBR Plan), Pay
As You Earn Repayment Plan (Pay As You Earn Plan), and Income-Contingent Repayment Plan (ICR Plan). Most federal student loans are eligible for at least
one income-driven repayment plan.

How are monthly payment amounts determined under income-driven
repayment plans?
The chart below shows how payment amounts are determined under each income-driven plan. Depending on your income and family size, you may have no
monthly payment at all. You can estimate your payments under these plans using the Repayment Estimator at StudentAid.gov/repayment-estimator.
Income-Driven Repayment Plan

Payment Amount

IBR Plan for those who are not new borrowers* on or after July 1, 2014

Generally 15 percent of your discretionary income, but never more than the
10-year Standard Repayment Plan amount

IBR Plan for those who are new borrowers* on or after July 1, 2014

Generally 10 percent of your discretionary income, but never more than the
10-year Standard Repayment Plan amount

Pay As You Earn Plan

Generally 10 percent of your discretionary income, but never more than the
10-year Standard Repayment Plan amount
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Income-Driven Repayment Plan

Payment Amount

ICR Plan

The lesser of the following:
20 percent of your discretionary income or
what you would pay on a repayment plan with a fixed payment over the
course of 12 years, adjusted according to your income

* For IBR, you are a new borrower if you had no outstanding balance on a William D. Ford Federal Direct Loan (Direct Loan) Program loan or Federal Family
Education Loan (FFEL) Program loan when you received a Direct Loan on or after July 1, 2014.

Sample Payment Amounts
The table below provides examples of monthly and total payment amounts under the IBR, Pay As You Earn, and ICR plans for a borrower who is single and in
a one-person household; has an annual income of $40,000; and resides in one of the 48 contiguous states. These figures are estimates based on an interest
rate of 6%, the current average Direct Loan interest rate for undergraduate and graduate borrowers. Various factors, including your actual interest rate, the
amount of your loan debt and income, and whether and how quickly your income increases may cause your payment amount to differ from the amounts shown
in these tables. These figures assume that income increases 5 percent per year and use the 2015 Poverty Guidelines (published by the U.S. Department of
Health and Human Services) and Income Percentage Factors (from the U.S. Department of Education).
IBR Plan for those who are not new borrowers on
or after July 1, 2014

Pay As You Earn Plan and IBR Plan for new
borrowers on or after July 1, 2014

ICR Plan

Initial
Payment

Final
Payment

Total Paid

Months in
Repayment

Initial
Payment

Final
Payment

Total
Paid

Months in
Repayment

Initial
Payment

Final
Payment

Total Paid

Months in
Repayment

$20,000

Not
Eligible

N/A

N/A

N/A

$186

$222

$27,224

127

$168

$195

$29,556

162

$40,000

$279

$444

$59,028

152

$186

$444

$59,028

218

$336

$390

$59,113

162

$60,000

$279

$666

$107,665

218

$186

$613

$87,979

240

$471

$586

$89,303

164

$80,000

$279

$888

$171,153

285

$186

$613

$87,979

240

$471

$781

$130,325

192

$100,000

$279

$1,110

$195,840

300

$186

$613

$87,979

240

$471

$985

$184,823

236

Debt

How long will I be in repayment under each plan?
Income-driven repayment plans have different repayment periods (see the chart below). Under all three plans, any remaining loan balance is forgiven if your
federal student loans are not repaid in full at the end of the repayment period. For any income-driven repayment plan, the repayment period includes periods of
economic hardship deferment and periods of repayment under certain other repayment plans. Whether you ultimately have a balance left to be forgiven at the
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end of your repayment period depends on a number of factors, such as how quickly your income rises and how large your income is relative to your debt.
Because of these factors, you may fully repay your loan prior to the end of your repayment period.
Repayment Plan

Repayment Period

IBR Plan for those who are not new borrowers
on or after July 1, 2014

25 years

IBR Plan for new borrowers on or after July 1,
2014

20 years

Pay As You Earn Plan

20 years

ICR Plan

25 years

Note: If you’re paying under an income-driven repayment plan and are
eligible for Public Service Loan Forgiveness, you may qualify for
forgiveness of any remaining Direct Loan balance after you have made 10
years of qualifying payments. Visit StudentAid.gov/publicservice to learn
more.

Who is eligible for income-driven repayment?
IBR and Pay As You Earn Plans
Both of these plans have an eligibility requirement you must meet before you can enter the plan. In order for you to qualify, the payment that you would be
required to make under the IBR or Pay As You Earn plan (based on your income and family size) must be less than what you would pay under the Standard
Repayment Plan with a 10-year repayment period. Generally, you will meet this requirement if your federal student loan debt is higher than your annual
discretionary income or represents a significant portion of your annual discretionary income.
There is an additional qualification requirement for the Pay As You Earn Plan. For Pay As You Earn, you also must be a new borrower as of Oct. 1, 2007, and
must have received a disbursement of a Direct Loan on or after Oct. 1, 2011. You are a new borrower if you had no outstanding balance on a Direct Loan or
FFEL Program loan when you received a Direct Loan or FFEL Program loan on or after Oct. 1, 2007.

ICR Plan
The ICR Plan does not have an initial income eligibility requirement. Any borrower with eligible federal student loans may make payments under this plan.

Will I always pay the same amount each month under an income-driven
repayment plan?
IBR and Pay As You Earn Plans
When you enter the IBR or Pay As You Earn Plan, your monthly payment will be based on your income and family size. You must provide your loan servicer
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with updated income and family size information each year. Your required monthly payment amount may increase or decrease if your income or family size
changes from year to year.
If the payment amount based on your income and family size ever increases to the point that it is higher than the amount you would have to pay under the 10year Standard Repayment Plan, your payment will no longer be based on your income and family size. Instead, your payment will be the amount you would
have had to pay under the 10-year Standard Repayment Plan. This amount will be determined based on the loan amount you owed when you first entered the
IBR or Pay As You Earn plan.

ICR Plan
Under the ICR Plan, your payment is always based on your income and family size but will usually be higher than payments under the IBR and Pay As You
Earn plans, and in some cases could be higher than the amount you would pay under the 10-year Standard Repayment Plan.

What types of federal student loans are eligible to be repaid under an
income-driven repayment plan?
Loan Type

IBR Plan

Pay As You Earn Plan

ICR Plan

Direct Subsidized Loans

Eligible

Eligible

Eligible

Direct Unsubsidized Loans

Eligible

Eligible

Eligible

Direct PLUS Loans made to graduate or professional students

Eligible

Eligible

Eligible

Direct PLUS Loans made to parents

Not eligible

Not eligible

Eligible if consolidated*

Direct Consolidation Loans that did not repay any PLUS loans
made to parents

Eligible

Eligible

Eligible

Direct Consolidation Loans that repaid PLUS loans made to
parents

Not eligible

Not eligible

Eligible

Subsidized Federal Stafford Loans (from the FFEL program)

Eligible

Eligible if consolidated*

Eligible if consolidated*

Unsubsidized Federal Stafford Loans (from the FFEL program)

Eligible

Eligible if consolidated*

Eligible if consolidated*

FFEL PLUS Loans made to graduate or professional students

Eligible

Eligible if consolidated*

Eligible if consolidated*

FFEL PLUS Loans made to parents

Not eligible

Not eligible

Eligible if consolidated*
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Loan Type

IBR Plan

Pay As You Earn Plan

ICR Plan

FFEL Consolidation Loans that did not repay any PLUS loans
made to parents

Eligible

Eligible if consolidated*

Eligible if consolidated*

FFEL Consolidation Loans that repaid PLUS loans made to
parents

Not eligible

Not eligible

Eligible if consolidated*

Federal Perkins Loans

Eligible if
consolidated*

Eligible if consolidated*

Eligible if consolidated*

*If a loan type is listed as “Eligible if consolidated,” this means that if you consolidate that loan type into a Direct Consolidation Loan, you can then repay the
consolidation loan under the income-driven plan.
Note that only federal student loans can be repaid under the income-driven plans. Private student loans are not eligible.

What are the pros and cons of repaying my loan under an income-driven
plan?
Income-driven repayment plans may lower your federal student loan payments. However, whenever you make lower payments or extend your repayment
period, you will likely pay more in interest over time—sometimes significantly more. In addition, under current Internal Revenue Service (IRS) rules, you may
have to pay income tax on any amount that is forgiven if you still have a remaining balance at the end of your repayment period for an income-driven
repayment plan.

How do I apply for an income-driven plan?
Before you apply for an income-driven repayment plan, contact your loan servicer if you have any questions. Your loan servicer will help you decide whether
one of these plans is right for you.
To apply, you must submit an application called the Income-Driven Repayment Plan Request. You can submit the application online at StudentLoans.gov or on
a paper form, which you can obtain from your loan servicer. Along with the application, you will be asked to provide income information. You can document
your income using your adjusted gross income (AGI) if (1) you have filed a federal income tax return in the past two years and (2) the income on your most
recent federal income tax return is not significantly different from your current income. If you do not meet these conditions for documenting your income using
AGI, you must provide alternative documentation of income.
You can provide your AGI in one of the following ways:
• Apply using the online Income-Driven Repayment Plan Request and use the IRS Data Retrieval Tool in the application to transfer income information from
your most recent federal income tax return.
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• Use the paper Income-Driven Repayment Plan Request and provide a paper copy of your most recently filed federal income tax return or IRS tax return
transcript.
You can provide alternative documentation of income in one of the following ways:
• If you currently receive taxable income, you must submit a paper Income-Driven Repayment Plan Request with alternative documentation of your income,
such as a pay stub.
• If you do not currently have income or if you receive only untaxed income, you can indicate as much on the online or paper application. You are not required
to supply further documentation of your income.

April 2015
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