
 
 

I am not a financial advisor. Any information included in this document is for educational purposes only. Please, do 
you own due diligence with regards to your student loan options for repayments.  

© 2015 Tyler Bream TylerBream.com 
 

The Laypersons Guide to Repaying your 
Student Loans 

 Congratulations!  You have a college degree.  Seriously, that is a really big deal, and you should 

be proud of yourself. However, if you have downloaded The Layperson’s Guide to Repaying your Student 

Loans then chances are you don’t feel quite so proud of yourself now that your student loans have 

kicked in. The glowing feeling that you experienced when your class threw their hats into the air has 

been replaced with a steadily growing feeling of bitterness, frustration, and maybe even despair. You 

endured sleepless nights, sadistic professors, and tests designed in Frankenstein’s laboratory all in the 

hopes that a college degree would put you ahead in life, but probably have not turned out the way you 

thought they would. 

 Sadly, like millions of college grads these days, you are left wondering if it was all worth it.  The 

job you managed to get might have little, if anything, to do with your college degree. Like many the 

people you graduated with, your paycheck is way too small to mount an attack on the seemingly endless 

mountain of debt you accumulated to get that degree. If you have ever thought “I’ll never get away 

from these student loans,” you are not alone.  I promise you this. 

 I specialize in helping college grads construct a life they actually want to live. I take great 

pleasure in helping my client’s design and achieve the life of their dreams. But, most college grads can 

barely see past the overwhelming volume of college debt that sucks their bank account dry each and 

every month. 

 There is hope. I can tell you that lowering or even temporarily eliminating your student loan 

payments is easier than you might think. This guide lays out 9 different strategies designed to lower - 

and event temporarily eliminate- your monthly student loan payments.  Armed with these strategies 

you will be able to work with your lender to build a custom repayment strategy that is designed around 

your unique financial situation. Not all of these are available to everyone, some are harder to qualify for 

and some are easier. There are a number of different factors that will determine which options you 

qualify for and which are best for your situation. Ultimately it is up to you to work with your lender to 

identify which option is best for you. This guide is designed to describe as simply as possible all of the 

options available to you So that you can cut your monthly payments and begin gaining control of your 

life again. 
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NON-INCOME BASED STRATEGIES 

Standard Repayment  
 This is your default loan repayment strategy; this plan is built to repay your student loans in a 

total of 10 years.   

 This option will involve the highest monthly payments of any of the repayment strategies. 

 Because this repayment option is designed to have you pay off your student loans in 10 total 

years (as opposed to other options which extend the life of the loan 20, 25, or even 30 years), 

you will pay less overall interest than you will with any of the other options. 

 If your primary concern is to figure out a way to lower your monthly loan repayment then you 

should consider changing to another repayment strategy. 

Graduated Repayment 
 This keeps the total life of your student loan at 10 years 

 Whereas the standard repayment option is intended to have you make steady payments of a 

fixed and unchanging amount over the life of the loan, the graduated repayment lets you pay 

less than you would with the standard repayment option in the early years of the loan.  Over 

time the payments increase (every two years) until near the end of the life of the loan they are 

more than what they would be with standard repayment option.  The exact time when this 

happens will depend on both the loan amount and the monthly payment required under the 

standard repayment option. 

 This repayment option is designed to allow your loan payments to increase as your income 

(theoretically) increases and assumes that your income will increase fairly regularly over the 

course of the 10 year life of the loan. 

 You will pay a little more in overall loan balance, but significantly less interest than many of the 

other payment options because the total life of the loan is not extended beyond the original 10 

years. 

 Because the length of the loan is unchanged from standard repayment (10 years), you will pay 

more overall interest than the standard repayment option, but less than any of the other 

options, which extend beyond the 10 year repayment. 

 This is a good payment option if you can predict fairly consistent income increases for the next 

several years.  If however you are in a career field that traditionally has a lower life time salary 

(teaching for example) then this option may not be your best choice. 
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Extended Repayment Plan 
 Under this plan the standard 10 year life of your loan is extended up to 25 years 

 Your payments are generally steady meaning that they don’t increase or decrease over time 

 The monthly payments are lower than either the standard or graduated repayment options. 

 In order to qualify you must meet two criteria 

o Generally you must have more than 30,000 on an outstanding loan 

o You must be a “new borrower” as of 10/7/1998 (i.e. can’t have any loans before that 

date) 

 You WILL pay more for the loan because of interest payments, but the monthly payments 

generally are lower. 

 If you cannot reasonably predict a steady increase in your salary, or are in a career field that 

doesn’t generally pay as much then this might be the plan for you. 

INCOME BASED REPAYMENT STRATEGIES 

 
 Unlike the first three repayment plans-these plans take into consideration your individual 

income.   

 All of the plans allow you to pay according to your “discretionary income.”  Discretionary income 

is defined as “the difference between your income and 150 percent of the poverty guideline for 

your family size and state of residence.”1  You need to be aware of some critical points: 

o 150% of the federal poverty line for a family of four in 2015 is $35,375.00.  The exact 

number that may be used to calculate your student loans will depend on your family 

size.   

o In order to calculate your payments you need to take the difference between your 

annual income and the 150% of the poverty line.  For example: if your income is $50,000 

annually and you have a family of four then your discretionary income would be $14,625 

(50,000-35,375=14,625). 

o The Government doesn’t care how you are spending your “discretionary income.  So, if 

money is tight due to anything that is not Student loan debt you need to be very clear 

on exactly how much you will be saving.   

 With all of these income based options you need to have a clear understanding of your personal 

financial situation.  These income based options can save you a lot or a little on a monthly basis 

depending on your situation, only you can know if these options will be beneficial to you. 

 Under all three of the following plans if your student loan debt is not paid off after the full 

extended life of the loan (20 or 25 years) any outstanding balance at that time will be forgiven 

and all payments will cease. 

                                                           
1
 https://studentaid.ed.gov/sa/repay-loans/understand/plans/income-driven 
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Income Based Repayment 
 If your loan is from before July 1, 2014  

 Your monthly payment will not exceed 15% of your discretionary income and will never 

be than the standard repayment option.  

 The life of your loan is extended to 25 years. 

 If your loan is after  July 1, 2014 

 Your monthly payment will not exceed 10% of your discretionary income and will never 

be more than the standard repayment option. 

 The life of your loan is extended from 10 to 20 years. 

 Payments are based on your income and family size. Each year you must provide the loan 

company with updated income and family information.   

 When on this plan, no matter how much your income increases, you will never pay more than 

you would on a monthly basis for the standard repayment option.  And if for some reason, your 

income decreases again, your corresponding payments will decrease again as well. 

 You must qualify for this repayment option.   

 Generally, you must prove that your total student loan debt is more than your annual 

income or that the monthly payment on the standard repayment plan is a significant 

portion of your monthly income.  Not everyone will qualify. 

 Also you must be a new borrower as of 10/1/2007 and received a disbursement 

(received the loan amount) on or after October  2011 

 If your income fluctuates significantly or is very unpredictable than this option may help you 

keep your payments in line with what you are actually making.   

Pay As You Earn 
 Your student loan will not exceed 10% of your discretionary income, though you will never pay 

more than the standard plan 

 The total life of the loan is extended from 10 to 20 years (as opposed to 25 years on the income 

based repayment plan). 

 You must qualify for this repayment option.  Generally, you must prove that your total student 

loan debt is more than your annual income or that the monthly payment on the standard 

repayment plan is a significant portion of your monthly income.  Not everyone will qualify. 

 Additionally, this plan only qualifies on loans paid after October 2007.  Loans paid before do not 

qualify. 

 After a total of 20 years any debt that is still unpaid will be forgiven. 
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Income Contingent Repayment 
 This plan extends your payments from 10 to 25 total years.  Any outstanding loan debt after 25 

years will be forgiven. 

 Each year your payments are recalculated based on a number of factors including your total 

loan balance, income, and family size (as opposed to monthly on the income based repayment 

plan.) 

 This plan allows you to readjust your payments annually according to significant life changes.  If, 

for example, you have a child unexpectedly this plan will allow you to readjust your   

repayments accordingly. 

Income Sensitive Repayment Plan 
 Like the Income Contingent Repayment your monthly repayment is readjusted on a yearly basis. 

 Unlike the income contingent repayment plan maintains the standard 10 year life of the loan so 

while the payments are determined by your income-the percentage of your income may be 

higher. 

 The actual amount and portion of your income that your loans will be under this plan is 

impossible to determine because each individual lender uses a different formula to calculate the 

monthly payment. 

CONSOLIDATION AND TEMPORARY NON-PAYMENT OPTIONS 

Consolidation 
 Student loan consolidation extends the ten year life of the loan up to thirty years. 

 Additionally this allows you to combine multiple loan payments to different lenders into one 

loan 

 If you have loans with variable interest (the % interest charged on your loan changes from time 

to time) when you consolidate you might be able to consolidate them into a fixed (unchanging) 

interest rate. 

 You can only consolidate your loans once.  When you consolidate your loans you need to make 

sure you are consolidating them in a way that actually relieves the financial pressure you are 

experiencing. Please, for your own good, make sure that you actually understand the terms of 

your loan consolidation before you commit to anything. 
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Deferment 
 Deferment allows you to temporarily delay payment of your student loans. 

 Depending on the type of loan the government may pay the interest as well.  If the government 

does not, your interest will continue to build during the period of deferment and then will be 

added to the total balance of the loon once deferment ends.  This means that while deferment 

is a short term solution, it is not a long term solution to your student loan issues. 

 Depending on your situation you may be able to qualify for deferment of up to 3 years 

maximum, but can request a shorter deferral if you only need a month or two of breathing room 

with the payment.   

Forbearance 
 This option is designed for those who do not qualify for deferment but still cannot make their 

payments. 

 Forbearance lasts up to 12 months and allows you to significantly lower or stop loan payments 

all together; However, your interest will still continue to build.  Like deferment, this is best used 

for temporary relief of financial hardship and not a long term strategy. 

 You can request a discretionary forbearance for financial hardship or medial issues. 

 You can request a mandatory forbearance for certain situations including: certain teaching 

activities, military service, or medical residency programs. 

 

 

  

 


