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Important Notice:  This Borrower’s Rights and 
Responsibilities Statement provides additional information 

• Federal Direct Consolidation Loans (Direct 
Consolidation Loans) 

The Direct Loan Program is authorized by Title IV, Part D, 
of the Higher Education Act of 1965, as amended. 
You must complete a Free Application for Federal Student 
Aid (FAFSA) before you receive a Direct Subsidized Loan 
or Direct Unsubsidized Loan. 
Direct Loans are made by the U.S. Department of 
Education.  Our Direct Loan Servicing Center services, 
answers questions about, and processes payments on 
Direct Loans.  We will provide you with the address and 
telephone number of the Direct Loan Servicing Center 
after the school notifies us that the first disbursement of 
your loan has been made. 
2.  Laws that apply to this MPN.  The terms and 
conditions of loans made under this MPN are determined 
by the Higher Education Act of 1965, as amended (20 
U.S.C. 1070 et seq.) and other applicable federal laws and 
regulations.  These laws and regulations are referred to as 
“the Act” throughout this Borrower’s Rights and 
Responsibilities Statement.  State law, unless it is 
preempted by federal law, may provide you with certain 
rights, remedies, and defenses in addition to those stated 
in the MPN and this Borrower’s Rights and 
Responsibilities Statement.   
NOTE:  Any change to the Act applies to loans in 
accordance with the effective date of the change. 
3.  Direct Subsidized Loans and Direct Unsubsidized 
Loans.  Direct Subsidized Loans and Direct Unsubsidized 
Loans are made to students to help pay for the cost of 
education beyond high school.  To receive a Direct 
Subsidized Loan, you must have financial need.  We do 
not charge interest on Direct Subsidized Loans while you 
are in school and during certain other periods.  Direct 
Unsubsidized Loans are not based on financial need.  We 
charge interest on Direct Unsubsidized Loans during all 
periods.  For more information on interest charges, see 
item #9 of this Borrower’s Rights and Responsibilities 
Statement (“Payment of interest”). 
4.  About the MPN.
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Different fixed interest rates may apply to separate loans 
made under this MPN depending on whether the loan is 
subsidized or unsubsidized, when the loan is first 
disbursed, and whether you are a graduate or 
undergraduate student.  You will  be notified of the actual 
interest rate for each loan you receive in a disclosure 
statement that we send to you. 
9.  Payment of interest.  We do not charge interest on a 
Direct Subsidized Loan while you are enrolled in school at 
least half time, during your grace period, during deferment 
periods, and during certain periods of repayment under 
the Income-Based Repayment Plan.  We charge interest 
on a Direct Subsidized Loan during all other periods 
(starting on the day after your grace period ends), 
including forbearance periods. 
We charge interest on a Direct Unsubsidized Loan during 
all periods (starting on the day your loan is paid out).  This 
includes periods while you are enrolled in school at least 
half time, during your grace period, and during deferment 
and forbearance periods.  Therefore, you will pay more 
interest on a Direct Unsubsidized Loan than on a Direct 
Subsidized Loan. 
If you do not pay the interest as it is charged on either type 
of loan, we will add it to the unpaid principal amount of 
your loan.  This is called “capitalization.”  Capitalization 
increases the unpaid principal balance of your loan, and 
we will then charge interest on the increased principal 
amount. 
The chart below shows the difference in the total amount 
you would repay on a $15,000 Direct Unsubsidized Loan if 
you pay the interest as it is charged during a 12-month 
deferment or forbearance period, compared to the amount 
you would repay if you do not pay the interest and it is 
capitalized. 
 If you pay 

the interest 
as it is 
charged… 

If you do not pay 
the interest and it 
is capitalized… 

Loan Amount $15,000 $15,000 
Interest for 12 
months (at an 
interest rate of 
6.8%) 

$1,020 
(paid as 
accrued) 

$1,020 
(unpaid and 
capitalized) 

Principal to be 
Repaid 

$15,000 $16,020 

Monthly 
Payment 
(Standard 
Repayment 
Plan) 

$173 $184 

Number of 
Payments 

120 120 

 

http://www.irs.ustreas.gov/


William D. Ford Federal Direct Loan Program 
Direct Subsidized Loan and Direct Unsubsidized Loan Borrower’s Rights and Responsibilities Statement 

 

Page  3 of 5 

grace period will be delayed until after the end of the 
excluded period.  If the call or order to active duty occurs 
during your grace period, you will receive a full six-month 
grace period at the end of the excluded period. 
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• Teaching in a designated teacher shortage area (for 
a maximum of three years); 

• On parental leave (for a maximum of six months); or 
• A working mother entering or re-entering the 

workforce (for a maximum of one year). 
You may receive a deferment based on your enrollment in 
school on at least a half-time basis if (1) you submit a 
deferment request form to the Direct Loan Servicing 
Center along with documentation of your eligibility for the 
deferment, or (2) the Direct Loan Servicing Center 
receives information from the school you are attending 
that indicates you are enrolled at least half-time.  If the 
Direct Loan Servicing Center processes a deferment 
based on information received from your school, you will 
be notified of the deferment and will have the option of 
canceling the deferment and continuing to make payments 
on your loan. 
For all other deferments, you (or, for a deferment based 
on active duty military service or qualifying National Guard 
duty during a war or other military operation or national 
emergency, a representative acting on your behalf) must 
submit a deferment request form to the Direct Loan 
Servicing Center, along with documentation of your 
eligibility for the deferment.  In certain circumstances, you 
may not be required to provide documentation of your 
eligibility if the Direct Loan Servicing Center confirms that 
you have been granted the same deferment for the same 
period of time on a FFEL Program loan.  The Direct Loan 
Servicing Center can provide you with a deferment 
request form that explains the eligibility and 
documentation requirements for the type of deferment you 
are requesting.  You may also obtain deferment request 
forms and information on deferment eligibility 
requirements from the Direct Loan Servicing Center’s web 
site.  
If you are in default on your loan, you are not eligible for a 
deferment. 
You are not responsible for paying the interest on a Direct 
Subsidized Loan during a period of deferment.  However, 
you are responsible for paying the interest on a Direct 
Unsubsidized Loan during a period of deferment.   
Forbearance 
We may give you a forbearance if you are temporarily 
unable to make your scheduled loan payments for reasons 
including, but not limited to
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