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MAKE A PLAN 
TO RESTART 

STUDENT LOAN 
PAYMENTS

A three-year pause on federal loan 
payments ends in October.  

Here’s how to prepare.

BY LAURA PETRECCA

IF you’re among the mil-
lions of borrowers who 
took advantage of the  
hiatus on federal student 
loan payments, it’s time  
to tighten your belt. With 

the Supreme Court’s June decision 
to strike down President Joe Biden’s 
student loan forgiveness plan—
which would have given qualifying 
borrowers up to $20,000 in federal 
student debt relief—and repayments 
beginning in October, you’ll need  
to make monthly payments again 
soon.

The thought of parting with that 
cash might evoke the same sense  
of dread you felt during your final 
exams in college. Yet, just as in those 
college days, the more you prepare, 
the better off you’ll be. 

GET THE FACTS STRAIGHT
A lot has happened since loan pay-
ments and interest accrual were 
first suspended in early 2020: A 
pandemic swept the globe, a new 
U.S. president took office, and civil-
ians went on the first trip to space 
without any professional astro-
nauts. Much has likely happened  
in your personal life as well. Per-
haps you moved, landed a new job 
or got married. Maybe all three. 

In the meantime, there’s a good 
chance you may not remember  
who your student loan servicer is  
or how much you owe. In addition, 
your home address, e-mail address 
and bank information may have 
changed. On top of that, you may 
have a new loan service provider  
or platform. More than 17 million 
accounts for federal student loans 
have been transferred, and more 
transfers—either to different ser-
vicers or different servicing tech-
nology platforms—are expected  
in the coming months, ultimately 
reaching more than 30 million ac-
counts, according to a June report 
from the Consumer Financial Pro-
tection Bureau. G
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Start by logging in to your ac-
count at StudentAid.gov to review 
the list of all your federal loans and 
get details about them, such as the 
service provider’s name, how much 
you’ve paid, and your remaining 
balance. Make sure your contact in-
formation is correct so you’ll receive 
important notices. You should also 
go to your service provider’s web-
site to review the financial informa-
tion there and, if needed, update 
your personal data. 

Listing accurate contact infor-
mation is crucial, says Mark  
Kantrowitz, a student loan expert 
and author of How to Appeal for 
More College Financial Aid. “The  
repayment is going to restart re-
gardless of whether you get those 
notices or not,” he says. “If you miss 
a payment or you’re late, you’ll be 
charged penalties, and the interest 
will accrue.”

If you can’t find answers to your 
questions online, call the Federal 
Student Aid Information Center 
(FSAIC) at 800-433-3243 or your 
loan provider for assistance. Con-
gress didn’t approve a call-center-
related funding request from the 
Department of Education, so hours 
of operation have been cut. Don’t 
procrastinate on making this call,  
or you may need to wait to get a live 
person on the line.

REASSESS YOUR BUDGET
During the pause in payments, 
many borrowers used funds previ-
ously designated for student loans 
for other purposes. It’s now time  
to take a hard look at where your 
money is going and, if necessary, 
slash your expenses. Track your 
spending for a month and scrutinize 
those numbers, Kantrowitz recom-
mends. Determine what is need-
based, or mandatory, and what is 
want-based, or discretionary. Some 
of those discretionary purchases 
may have to go by the wayside so 
you can afford your loan repayment. 
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Make sure you’ve signed up to 
have payments transferred from 
your bank account to the loan ser-
vicer automatically. With automatic 
payments, not only are you less likely 
to be late with a payment, but you’ll 
also get a quarter of a percentage 
point interest rate reduction. 

REVIEW YOUR OPTIONS
The DoE offers several repayment 
options, each with its own nuances. 
They include the standard repay-
ment plan, the graduated repayment 
plan and income-driven repayment 
plans (IDR). With IDRs, payments 
are based on your income.

Your loan servicer or a financial  
adviser can walk you through your 
choices and explain the pros and 
cons of each. The DoE’s loan simula-
tor is also a useful tool. It will let you 
see the plans you might qualify for 
and help you estimate your monthly 
and total loan payments. 

To protect against pay cuts, fur-
loughs and unemployment, federal 
loan borrowers may want to consider 
an IDR plan, says Ross Riskin, chief 
learning officer at the Investments & 
Wealth Institute. You can adjust your 
monthly payments—to as little as  
zero if your income is low enough—
without having to go through the  
arduous process of negotiating with 
a bank or lender, he says. Income-
driven plans have additional benefits, 
such as potential loan forgiveness af-
ter 20 to 25 years of payments. How-
ever, you may also end up paying 
more in interest in the long run. 

If you’re already enrolled in an 
IDR plan, compare your current  
income to what it was the last time 
you had to recertify, which was 
likely before the payment pause.  
If your income is lower now, sub-
mit income information to have the 
monthly payment amount adjusted 
downward, Riskin says. 

As you explore repayment options, 
be wary of any offers to refinance, 
as the only way to refinance a fed-

eral loan is to take out a new private 
loan to pay off the existing student 
loan balance, Riskin says. Some  
private loans have variable interest 
rates, while federal student loans 
come with fixed rates. Although a 
private loan may have a lower rate, 

Student Debt  
By the Numbers

Number of federal 
student loan borrowers

Total student loan debt 
in the U.S. (includes 
federal and private)

Federal  
student loan 

debt in the U.S. 

$1.8
trillion

trillion
$1.6

43.6
million

Percentage of  
employers that  
offer student  
loan repayment 
benefits

$28,240
$10,950

Public four-year out-of-state

Public four-year in-state

The average published 
tuition and fees for full- 
time students in 2022–23

8%
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you’re likely to lose many of the 
benefits that come with federal 
loans, such as the potential for for-
giveness or forbearance or the op-
portunity to use repayment plans 
based on your income. You’ll also 
lose the opportunity to obtain loan 
forgiveness under the Public Service 
Loan Forgiveness (PSLF) program.

The PSLF program is designed for 
those who work in public service in 
federal, state, tribal or local govern-
ment or for a nonprofit organization. 
The program forgives the remaining 
balance on certain loan plans after 
you’ve made 120 qualifying monthly 
payments under a qualifying repay-
ment plan while working full-time 
for an eligible employer. You can de-
termine whether your employer qual-
ifies for PSLF by typing in your orga-
nization’s name at https://student 
aid.gov/pslf/employer-search. 

CUSHION THE BLOW
In addition to PSLF, there are other 
ways an employer can help you foot 
your student loan bill. Under an up-
dated provision in the Coronavirus 
Aid, Relief and Economic Security 
(CARES) Act, employers can provide 
annual educational assistance of up 
to $5,250 per employee to help repay 
qualifying student loans. The money 
is free from federal income taxes, too.
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the poverty line for your family size 
and state ($29,580 for a two-person 
household).

With forbearance, principal pay-
ments are postponed, but interest 
continues to accrue. You can pay the 
interest as it accrues or allow it to  
accrue and be added to your loan 
principal balance at the end of the 
forbearance period. 

Both of the deferment options, as 
well as general forbearance, are avail-
able for up to three years, and you 
can use a combination of deferments 
and forbearance for up to nine years. 

Repaying federal student loans may 
feel stressful, but ignoring your obli-
gation will add even more angst to 
your life in the long term. If you don’t 
make payments, the loan will even-
tually go into default, which can have 
disastrous consequences. Your credit 
will be ruined, which will affect all 
other outstanding debts and make it 
hard to get any other loans. Worse, 
your wages can be garnished up to 
15%, and if you’re still in default 
when you retire, your Social Security 
benefits can be offset up to 15%. 

“Don’t take the ostrich approach,” 
says Kantrowitz. “If you ignore the 
problem, it just gets worse.”  

For questions or comments, e-mail 
feedback@kiplinger.com. 

And starting in 2024, employers 
will be able to make matching con-
tributions to retirement plans such 
as 401(k) and 403(b) accounts for 
employees who make qualified stu-
dent loan payments of a certain 
amount on an annual basis. 

You can also soften the economic 
blow by earning more money. It’s still 
a tight labor market, so now could be 
a good time to make your case for a 
raise. Just keep in mind that if you’re 
in an income-based student loan 
plan and make more money, your 
monthly loan payment may increase 
after you recertify your income. 

WHERE TO GET HELP
If you have crunched the numbers 
and investigated ways to get addi-
tional cash but money is still tight, 
you still have options. Ask your loan 
provider whether you should con-
sider unemployment deferment,  
economic hardship deferment or  
forbearance.

You must be out of work to qualify 
for unemployment deferment. You 
may qualify for economic hardship  
if you’re receiving federal or state 
public assistance, you’re a Peace 
Corps volunteer, you’re working full-
time but earn the federal minimum 
wage or less, or you have income 
that’s less than or equal to 150% of 

If you were one of the 7 million  
borrowers in default before the fed-
eral loan payment pause, there’s 
good news for you. A Department 
of Education program called the 
Fresh Start initiative will set your 
loan status as current on payments, 
restore your eligibility for federal 
student aid and remove the default 

from your credit history. Opting in 
to Fresh Start can have far-reaching 
positive effects. Your credit score 
could increase, enabling you to get 
lower interest rates on a variety of 
loans, from mortgages to car loans. 

Note that Fresh Start has a time 
limit: You must make payment ar-
rangements within one year of the 

end of the payment pause. To take 
advantage of the program, contact 
your loan holder or the DoE. For 
more in formation, you can also  
call the DoE’s Default Resolution 
Group at 800-621-3115. Keep  
in mind that if you don’t make pay-
ments after a year, the loans will 
go back into default. 

FRESH START

Help for Borrowers Who Fell Behind 


