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RHODE                 2018 ANNUAL MEETING
ISLAND
BAR 
ASSOCIATION I look forward to seeing you at the Bar Association’s 2018 Annual Meeting on Thursday

and Friday, June 21st and 22nd, at the Rhode Island Convention Center. This year’s
hard-working Annual Meeting Planning Committee, ably chaired by Holly R. Rao, 
with the assistance of Krista J. Schmitz, produced a diverse and enriching program for
us. Supporting this effort, many Bar members and the Bar staff have worked with the
Committee to ensure a seamless presentation of workshops and social events. As a
result, our Annual Meeting provides attendees with an outstanding opportunity to learn,
improve your practice, socialize with your colleagues, and fulfill your annual CLE
requirements.

We have a wide range of seminars scheduled over the two days of the Annual Meeting,
providing guidance in family, probate, criminal, trial and commercial law, a variety of
ethics-related topics, the always popular State and Federal Court updates and more. These
seminars are enhanced by the participation of many distinguished and accomplished 
presenters, including many of our colleagues. Please also visit our exhibitors offering 
a range of practice-related products and services.

This year, our Thursday morning plenary speaker is Attorney Dean Strang of Strang
Bradley, LLC, lecturer at the University of Virginia School of Law, and defense attorney
for convicted Wisconsin murderer Steven Avery. Attorney Strang is perhaps best known
nationwide for his role in the famed Netflix documentary, Making a Murderer. During
his presentation, Attorney Strang will reflect on the notable case, as well as cases
throughout history, to suggest that legal professionals think more broadly about poverty
and the forms of it seen in courthouses daily. And, our Friday afternoon plenary presen-
tation by ReelTime CLE, a nationwide provider of interactive workshops and profes-
sional development training programs, will give us an eye-opener on the pitfalls of a
challenging relationship with an attorney, colleague, client, or judge through the use 
of Hollywood film clips.

On Thursday night, in the midst of a lively reception, we will honor our Annual Bar
Award winners (please see page 15 for a complete listing and description of this year’s
awards) for outstanding achievements. During our Annual Meeting Luncheon on Friday,
we are honoring our colleagues for their 50 years of service in the profession, following
an address by our incoming Bar Association President, Carolyn R. Barone. Additionally,
we will have the pleasure of traditional remarks by Supreme Court Chief Justice Paul A.
Suttell on the State of the Rhode Island Judiciary.

The 2018 Annual Meeting Planning Committee’s attention to our diverse membership’s
interests and needs resulted in an excellent program, and I urge you to take advantage 
of the Annual Meeting’s early registration fee savings by completing and sending in your
registration form before June 15th.

I thank you in advance for the honor and pleasure of serving you throughout the past
year, and I look forward to seeing you on June 21st and 22nd.

Linda Rekas Sloan, Esq.
President, Rhode Island Bar Association
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8:00am Registration Begins and Exhibits Open – Convention Center, Ballroom Foyer, 5th Floor

8:45 – 
9:20am

Welcome by Linda Rekas Sloan, Esq., Bar President
Convention Center, Ballroom A, 5th Floor

9:20 – 
10:20am

Plenary – Dean A. Strang, Esq.
1.0 CREDIT

1

10:20 –
10:45am Morning Break

10:45am –
12:00pm

From Harvard
to Hell… 
and Back

1.5 ETHICS

2

Direct
Examination:
Power Not

Fear*

1.5 CREDITS

3

Toxic Tort
Litigation

1.5 CREDITS

4

New Paid
Sick Leave

Law

1.5 CREDITS

5

Family Law
Update*

1.0 CREDIT 
+ .5 ETHICS

6

Estates &
Trusts*

1.0 CREDIT 
+ .5 ETHICS

7

12:00 –
1:30pm

Members Luncheon – Convention Center, Rotunda, 5th floor

12:00 –
1:30pm

Rhode Island Bar Foundation Fellows Annual Meeting – Convention Center, 1st floor

SCHEDULE AT A GLANCE         THURSDAY JUNE 21,  2018
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1:30 –
2:45pm

Ethical &
Mental

Wellbeing

1.5 ETHICS

8

Practical
Skills for
Handling

Depositions*

1.0 CREDIT 
+ .5 ETHICS

9

Incarcerated
Clients*

1.5 CREDITS 

10

Environmental,
Energy, & Land

Use Law

1.5 CREDITS 

11

Sexting,
Lying &
Denying

1.5 CREDITS 

12

Financial
Planning
Through
Divorce*

1.5 CREDITS

13

Trust & Estate
Issues in Real

Estate*

1.5 CREDITS

14

2:45 –
3:15pm

Afternoon Break

3:15 –
4:30pm

Officer
Involved
Shootings

1.5 CREDITS 

15

Electronic
Discovery 
in Superior

Court*

1.0 CREDIT 
+ .5 ETHICS

16

Immigration
Bond &
Custody*

1.5 CREDITS 

17

Zoning &
Planning Law

1.5 CREDITS 

18

Choice of
Entity*

1.5 CREDITS 

19

DCYF
Intervention*

1.0 CREDIT 
+ .5 ETHICS

20

Civil Cases
in District

Court

1.5 CREDITS

21

4:30pm Annual Awards Reception – Convention Center, Rotunda, 5th floor
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8:00am Registration Begins and Exhibits Open – Convention Center, Ballroom Foyer, 5th Floor

8:45 –
9:00am

President’s Welcome by Linda Rekas Sloan, Esq.
Convention Center, Ballroom A, 5th Floor

2:00 –
3:00pm

State Court 
E-Filing
Update*

1.0 CREDIT

33

Real World
Ethics

1.0 ETHICS

34

Senior Abuse
& Neglect

1.0 CREDIT

35

Intersection 
of Workers’

Compensation 
& Employment

1.0 CREDIT

36

The
Insolvency

Zone*

.5 CREDIT + 
.5 ETHICS

37

Family Court
Mediation*

.5 CREDIT + 
.5 ETHICS

38

9:00 – 
10:15am

Civil Case Law
Update*

1.5 CREDITS

22

Depression, Stigma
and Lawyer
Wellbeing

1.5 ETHICS

23

Money Damages
in Civil Cases*

1.0 CREDIT 
+ .5 ETHICS

24

Why GOOD Guys –
Are so Important

1.0 CREDIT 
+ .5 ETHICS

25

Student Loans*

1.5 CREDITS

26

10:15 –
10:45am

Morning Break

10:45am –
12:00pm

Criminal
Case Law
Update*

1.5 CREDITS

27

Wrestling with
Ethical

Dilemmas

1.5 ETHICS

28

Proportionality
and the Rules

of Civil
Procedure*

1.0 CREDIT 
+ .5 ETHICS

29

Opioids in the
Workplace

1.5 CREDITS

30

Corporate
Scandals

1.5 ETHICS

31

Limited Scope
Representation

.5 CREDIT 
+ 1.0 ETHICS

32

12:00 –
2:00pm

Annual Meeting Luncheon – Convention Center, Ballroom B/C, 5th floor

* Please Note: Courses marked with an asterisk (*) are approved for re-certification to court appointment panels.
Courses taken for court appointment must be relevant to the panels.

                            FRIDAY JUNE 22,  2018            SCHEDULE AT A GLANCE

3:00 –
3:15pm

Afternoon Break

3:15 –
4:15pm Don’t Let the Jokers Drive You Batty – ReelTime CLE 1.0 ETHICS

39
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COURSEBOOK HARD COPY $30. Go Green. Your registration includes a complimentary copy of the course materials
in pdf format. Registrants receive a link to the course materials by email prior to the program and a flash drive at regis-
tration. Registrants may also purchase a hard copy for a fee of $30. Registrants who select the hard copy receive their
course book upon arrival at the event. No hard copies are available for walk-in registration.
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STUDENT LOAN COLLECTIONS 

Rhode Island Bar Association Annual Meeting 
June 22, 2018 

 
Russell D. Raskin, Esq. 

Raskin & Berman 
116 East Manning Street 

Providence, RI 02906 
 

In the United States, student loan debt currently exceeds $1.2 trillion.  The average 

student loan debt for a borrower leaving school with a Bachelor’s degree is $29,000.  Balances of 

student loans now exceed auto loans and credit cards, making student loan debt the nation's 

largest form of consumer debt outside of home mortgages.  More than 50% of all loans are in 

some sort of deferral.  Navigating a path to solve a student loan default requires an understanding 

of the collection rights of the lender, and protections offered to the borrower or cosigner.  

I. WHEN A STUDENT LOAN GOES INTO DEFAULT 

A lender’s rights when a student loan goes into default depend upon whether the loan is a federal 

loan, or a private loan.  Collectors of federal loans have significantly greater rights granted by the 

Higher Education Act.   

A. Statute of Limitations: 

There is no statute of limitations on collections of federal student loans.  Private student 

loans are subject to the state statute of limitations. 

B. Tax Refund Interception Program.  20 USC §1091a(a). 

Federal tax refunds can be seized to pay for student loans in default, up to the full amount 

of the debt.  Written notice is required. 34 CFR §30.33(a).  There are limited grounds to contest a 

tax refund interception.  The best method to avoid tax refund interception is to reduce federal 
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income tax withholding so that refunds are reduced or eliminated. Private lenders may not avail 

themselves of this remedy. 

C. Wage Garnishment: 20 USC § 1095a. 

The Higher Education Act allows wage garnishment without first obtaining a court order.  

Garnishment is allowed up to the lesser of 10% of the borrower’s disposable income or 30 times 

the prevailing minimum wage.   Wage garnishment is prohibited for up to 12 months after a 

borrower is involuntarily unemployed.   The borrower may request a hearing within 15 days of 

notice. The creditor is obligated to consider a reasonable repayment plan as an alternative, but 

only if the borrower requests it.  Private lenders may not attach wages without a valid court 

order. 

D. Social Security Offsets:  

Social Security benefits may also be seized, but only if the benefit exceeds $750 per month.  

The maximum offset is 15% of the monthly benefit payment.  To contest an offset, a review 

must be requested within 20 days of receiving notice of intention to offset. 

II. STUDENT LOANS IN BANKRUPTCY 

Prior to 2005, the Bankruptcy Code provided that after seven years a student loan could be 

discharged.  However, presently Bankruptcy Code §523(a)(8) provides that a student loan is not 

dischargeable in bankruptcy unless it imposes an undue hardship on the debtor and the debtor’s 

dependents.   

A. The Scope of Student Dischargeable Prohibition: 

A student loan in the bankruptcy context is defined as: 

"an educational benefit overpayment or loan made, insured, or guaranteed by a governmental 
unit, or made under any program funded in whole or in part by a governmental unit or 
nonprofit institutions…or an obligation to repay funds received as an educational benefit, 
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scholarship, or stipend...or any other …qualified education loan as defined in section 
221(b)(1) of the Internal Revenue Code..." 11 USC §523(a)(8) 

 
Both federal and private loans are covered under this definition.  The Bankruptcy Abuse 

Prevention and Consumer Protection Act of 2005 (BAPCPA) enlarged the scope of the student 

loan discharge prohibition to incorporate most private student loans.  In order to discharge a 

private student loan, a borrower must demonstrate that it is not a "qualified education loan" and 

was not funded by a nonprofit institution.  The Bankruptcy Code, 11 USC 523(a)(8)(B) refers to 

26 USC 221(d)(1) for the definition of "qualified educational loan", which in turn enlists terms 

such as "qualified higher education expenses", "cost of attendance", "eligible educational 

institution" and "eligible student".  Cases which attempt to discharge private student loans 

analyze whether the loans were used in ways which are inconsistent with these definitions.  This 

also includes distinguishing between schools which are accredited and those which are not.  The 

response to these efforts has not been uniform, as bankruptcy courts tend to view the term 

“qualified education loan” expansively: 

“An educational loan is made under a program funded in whole or in part by a nonprofit 
institution when a nonprofit corporation plays a meaningful role in the program by 
insuring the loans. A distribution of funds from the nonprofit institution to the borrower 
in not required.” In re Prouty, No. 08-11757, 2010 WL 3294337, at *7 (Bankr. D. Kan. 
Aug. 19, 2010) 

Each loan must be separately considered to see if it satisfies the requirements of being a 

qualified educational loan.  One commentator has suggested six ways in which a loan might not 

be qualified (Kantrowitz, Mark, FinAid.org, August 19, 2007 March 5, 2009): 

1. Use at a college that is not a Title IV institution (meaning, a college that is subject to 
a program participation agreement under 20 USC 1087ll).  

2. Use for costs not included within the definition of cost of attendance or in excess of 
the expected family contribution (or cost of attendance minus aid received).  

3. Use for study abroad not approved for credit by the home institution.  
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4. Use for rental or purchase of equipment, materials or supplies that are not required by 
the institution.  

5. Use for purchase of a computer without obtaining an adjustment to cost of attendance 
from the college for the cost of the computer.  

6. Use for a previous year's school charges.    

B. Undue Hardship: 

For a covered loan, the burden is on the debtor to prove the student loan causes an undue 

hardship.  In re: Bronsdon, 435 BR 791, 796 (1st Cir. BAP 2010).  Congress’ interest in ensuring 

the continued viability of the student loan program takes precedence over the fresh start offered 

in bankruptcy. In re Nash, 446 F.3d 188 (1st Cir. 2006). 

The term “undue hardship” is not defined in the bankruptcy code.  There are two major 

approaches employed by bankruptcy courts.  The first arises out of In re: Brunner, 831 F.2d 395, 

396 (2d Circuit 1987), which has three elements: 

a. The debtor cannot maintain a minimal standard of living if forced to repay the loans. 
b. This state of affairs will persist for a significant portion of the repayment period. 
c. The debtor has made a good-faith effort to repay the loans. 

 
Other courts, including Rhode Island, use the "totality of the circumstances” standard, by 

which the debtor must prove by a preponderance of the evidence that the represents an undue 

hardship. The Bankruptcy Appellate Panel for the First Circuit articulated the totality of the 

circumstances test in the case of Lorenz v. Am. Educ. Servs., 337 B.R. 423, 430 (B.A.P. 1st 

Cir.2006) as follows: 

The “totality of the circumstances” analysis requires a debtor to prove by a preponderance of 
evidence that (1) his past, present, and reasonably reliable future financial resources; (2) his 
and his dependents' reasonably necessary living expenses; and (3) other relevant facts or 
circumstances unique to the case, prevent him from paying the student loans in question 
while still maintaining a minimal standard of living, even when aided by a discharge of other 
pre-petition debts.”  
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The main difference between the two tests is in what evidence the debtor must produce to 

show a good faith effort to repay the loan, although at least one Circuit has held that this element 

is not dispositive.  Hedlund v.  Education Resources Inst. Inc., 718 F.3d 848 (9th Cir.  2013).   It 

has been recommended that a debtor first apply for, and be unable to comply with, assistance 

under one of the available William D. Ford programs, which offer deferment, forbearance and 

other assistance, although some courts do not require this step.  Krieger v.  Education Credit 

Management Corp., 713 F.3d 882 (7th Cir.  2013).  One bankruptcy judge in Massachusetts has 

addressed the “ticking time bomb” that under the Ford programs, forgiveness of the debt after 20 

years can result in taxable income through the cancellation of income.  The court, in exercise of 

its equitable authority to enter “necessary or appropriate” orders, entered an order discharging 

any student loan debt which debtor was unable to repay following his participation in the Income 

Contingent Repayment Plan (ICRP) or income-based repayment (IBR) program.  In re Ayele, 

468 B.R. 24 (Bankr. D. Mass. 2012), aff'd, appeal dismissed sub nom. Ayele v. Educ. Credit 

Mgmt. Corp., 490 B.R. 460 (D. Mass. 2013), aff'd (Oct. 22, 2013) 

Although the debtor’s burden seems – and is - high, one commentator has canvassed the field 

and discovered that more almost 40% of the adversary proceedings brought to discharge a 

student loan for undue hardship have had some measure of success. Iuliano, Jason, An Empirical 

Assessment of Student Loan Discharges and the Undue Hardship Standard (July 24, 2011).  86 

American Bankruptcy Law Journal 495 (2012).  Since typically only cases which have the best 

chance of success are actually brought, the result might not apply to the full spectrum of 

bankruptcy cases with student loans.  Nevertheless, the idea that student loans cannot be 

discharged should not inhibit one from filing a case in the right situation.   The Ayele approach 

also adds an element of tax relief, which can be considerable even if the court refuses to grant 
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discharge.  Moreover, there appears to be growing sympathy for the plight of debtors who cannot 

reasonably maintain a minimal standard of living if forced to pay their student loans.  See, In re 

Erkson, 582 B.R. 542, 556 (Bankr. D. Me. 2018). 

An action to discharge a student loan based on undue hardship must be brought as a separate 

adversary proceeding within the bankruptcy case. All of the Rule 7001 procedural bankruptcy 

rules apply to the proceedings.  Student loan holders and their agents, including the Educational 

Credit Management Company (ECMC), often aggressively fight discharge cases.  The debtor 

may be subjected to extensive discovery, including a deposition, and the defendant may 

challenge the debtor’s experts regarding disability and future earning capacity.  The cost of 

employment or medical experts can be significant 

If one files a bankruptcy for a consumer debtor in Massachusetts, there is a standing order 

that requires the attorney to remain in the case for all purposes. One can no longer exclude 

adversary proceedings from the fee affidavit.  Query: Will the court permit the attorney to 

withdraw if the debtor and counsel differ over the feasibility and cost of an effort to determine 

the dischargeability of a student loan?   

III. STUDENT LOAN DEFAULTS OUTSIDE OF BANKRUPTCY 

Outside of bankruptcy, the primary methods of addressing student loans in danger of 

default are two:  deferment or forbearance.  For federal loans, either can be requested when a 

borrower has difficulty making payments, so long as the loan is not in default.  Both deferment 

and forbearance require the borrower to prove financial hardship.  This includes demonstrating 

that the borrower is unable to find full-time employment, or the total monthly student loan 

payment exceeds 20% of monthly gross income.  If there are sufficient funds to make some 

payments, but not at the original standard repayment plan rate, there are three different types of 
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income-driven repayment plan options available.  These plans reduce monthly payments to an 

affordable amount, and usually extend the amortization term.  They generally do not affect 

interest rates or principal balances.  Each option also makes a loan eligible for forgiveness at the 

end of a specific term.  Note:  loan forgiveness can result in taxable income unless the debtor is 

insolvent under IRC § 108.  Income must be verified each year.    

If a student loan is in default it is not eligible for these options, but the defaulted loan can 

be rehabilitated.  In 2014, new default rehabilitation rules were introduced for both FFEL 

(Federal Family Educational Loan) and Direct Loans.  For a Direct Loan, a total of nine 

payments within a ten month period must be made to complete the rehabilitation period and 

remedy the default.  If one’s wages have been garnished, there is a one-time right to have 

garnishment suspended if five required rehabilitation payments are made.  Once rehabilitated, the 

borrower can then request deferment or forbearance if one cannot afford to go back to regular 

IBR payments.  This method is also available to adjust a Parent PLUS loan, an important 

advantage for parents who are in an especially vulnerable position if the student defaults on the 

payments.   

A. Repayment Options 

1. Income-Based Repayment (IBR) 

The Income-Based Repayment plan reduces monthly student loan payments to 15% of 

discretionary income, or 10% for new borrowers signing loans on or after July 1, 2014.  If 

eligible, the monthly payment will always be less than payment in the 10-year Standard 

Repayment Plan even if income increases thereafter.  IBR is available for all FFEL, Direct 

student loans and grad PLUS loans, but NOT parent PLUS loans. Under IBR, student loans will 

be forgiven after 25 years of payments, or 20 years for loans after July 1, 2014.   

2. Pay As You Earn (PAYE): 
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The Pay As You Earn plan uses the same IBR eligibility formula. The monthly payment 

amount is generally 10% of discretionary income. PAYE is only for Direct Loan borrowers for 

loans after July 1, 2014.  FFEL, Perkins loans and Parent PLUS loans are not eligible for PAYE 

unless they are consolidated first.  PAYE plans provide that the loan is forgiven after 20 years.   

3. Direct Loan Income Contingent Repayment (ICRP) 

ICRP plans are also based on discretionary income, but are not guaranteed as to amount 

so they could actually exceed the amount in a 10-year standard repayment plan. ICRP is only for 

Direct Loan borrowers. ICRP extends the repayment period to 25 years, after which the loan is 

forgiven.  Since ICRP payments are based on annual income, it is not the preferred approach if it 

is anticipated that income will significantly increase in the future, as the payment will increase 

accordingly.  FFEL, Perkins loans and Parent PLUS loans are not eligible for ICRP unless they 

are consolidated first.  

4. Public Service Loan Forgiveness: 

Since 2007 certain occupations may be eligible for loan forgiveness after 10 years, but only 

for Direct Loans. Public service workers, including teachers, medical professionals, social 

workers, and first responders may qualify.  120 qualifying monthly payments must be made.  

The borrower must enroll in a qualifying repayment plan, and must work full-time for a non-

profit employer, often a public school or hospital. The loans must be current and the employer 

must be eligible for the program, so attention to detail is important.  If one’s loans are not 

eligible, borrowers can consolidate their loans into a Direct Consolidation Loan in order to 

qualify.  Borrowers who have missed eligibility by choosing the wrong program may be eligible 

for a one-time second opportunity under recent legislation.  

B. How to Determine Amount of Repayment  
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The payments under the three income-based repayment options are calculated based on 

discretionary income.  In student loan-speak discretionary income is defined as the difference 

between the borrower's adjusted gross income and 150% of the poverty guideline for the family 

size.  Therefore, if the borrower’s income is less than 150% of poverty level for the family size, 

the payment could be zero.  By way of example, under IBR the repayment plan for a single 

person earning $40,000 per year would be calculated as follows:  

2015 POVERTY GUIDELINES  
Federal Register January 22, 2015 

Persons in family/household Poverty guideline 

For families/households with more than 8 persons, add 
$4,160 for each additional person. 

1 $11,770 
2 15,930 
3 20,090 
4 24,250 
5 28,410 
6 32,570 
7 36,730 
8 40,890 

  

Adjusted gross income:      $40,000  
Less 150% of the poverty guideline ($11,770 x 1.5):  ($17,655)  
Discretionary income:      $22,345. 
 
Monthly IBR for loans before July 1, 2014 (15% of discretionary income): $279.31 per month  
($22,345 x 15% = $3,351.75/ 12 months).  Forgiveness after 25 years.   

  
Monthly IBR for loans after July 1, 2014 (10% of discretionary income): $186.20 per month. 
($22,345 x 10% = $2,234.50/ 12 months).  Forgiveness after 20 years. 
 

The Department of Education offers a repayment estimator tool available at 

www.studentloans.gov/myDirectLoan/mobile/repayment/repaymentEstimator.action in order to 



10 
 

determine one's eligibility for a repayment option.  The tool uses the student’s taxable income 

and poverty guidelines to estimate the monthly payment modification amount 

C. Private Loans 

Unlike federal student loan lenders, private lenders must obtain a judgment in court in 

order to pursue collection and are not required to offer the deferment and forbearance options 

available to federal student loan borrowers.  The Fair Debt Collection Practices Act (FDCPA) 

applies to debt collectors for private lenders, and prohibits debt collectors from using deceptive 

or abusive tactics to collect debts. The FDCPA prohibits a lender from claiming legal rights it 

does not have, such as claiming it can seize disability benefits or tax refunds - actions which are 

available only to collections on federal student loans. 

Private loans expire from credit reports seven years from the date of last activity.  Last 

activity is defined as the date that of first delinquency, without subsequent recovery, plus 270 

days.    

IBR, PAYE, and ICRP are not available for private student loans.  For borrowers with 

these types of loans, options will vary with each lender.  If there is an interest rate disparity, it 

may be possible to request forbearance or deferment of the federal student payments, and direct 

available funds to the private loan to retire it earlier.  While the deferred loan will continue to 

accrue interest, it will presumably be at a lower interest rate than a private loan.   

Summary 

 Forbearance, deferment, income-driven repayment plans and bankruptcy are all resources 

for the practitioner to deal with student loans in default.  To date, these remedies have been 
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ineffective in solving the student loan default crisis.  Proposals ebb and flow before Congress to 

deal with the issue, but no full solution appears to be on the horizon. 



DEMYSTIFYING FEDERAL STUDENT LOANS 

Rhode Island Bar Association  
Annual Meeting 

 
June 21, 2018 

 
Miriam A. Ross, Esq. 

Law Offices of Miriam A. Ross 
 
 

 Higher education continues to be the single most important investment students 
can make in their own futures.  Americans are increasingly reliant on student loans to 
help pay for college.  A student loan is designed to help students pay for university or 
college education-related expenses, such as tuition, books, and living expenses.  If a 
student is applying for financial aid, the college or university will likely include student 
loans as part of the financial aid package.   
 
 Types of Student Loans.  Generally, there are two types of student loans:  
Federal student loans – these loans are funded by the federal government; and private 
student loans – these loans are nonfederal loans made by a lender such as a bank, 
credit union, state agency or a school.  Federal student loans include many benefits 
(such as fixed interest rates and income-based repayment plans) not typically offered 
with private loans. Private loans are generally more expensive than federal student 
loans, may have variable interest rates and often require payments while the student is 
still in school and.  Private student loans may require an established credit record with 
the cost of the loan likely dependent on the credit score and other factors.  Private 
student loans cannot be consolidated into a Direct Consolidation Loan (see below) and 
may not offer forbearance or deferment options.   

 With a Federal student loan, students are not required to pay back the loan(s) 

until the end of a grace period, which usually begins after they have completed (or 

cease) their education.  The interest rate is fixed and is often lower than private loans 

(and certainly lower than credit card rates).  There is no credit check for most federal 

student loans (except for PLUS loans) and no need for a co-signer.  Undergraduate 

students with financial need will likely qualify for a subsidized loans, meaning that the 
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government pays the interest while the student is in school on at least a half-time 

basis.  Loans can be consolidated into a Direct Consolidation Loan and if a student is 

having trouble repaying his/her loan, deferments, forbearance and other loan 

forgiveness programs are all available for eligible students.  For these and many other 

reasons, if a student needs to borrow money to pay for college, the student will want to 

start with Federal student loan programs. 

 Federal Student Aid.  The U.S. Department of Education has two federal student 

loan programs (subsidized and unsubsidized loans) for eligible students to help cover 

the cost of higher education at a four-year college or university, community college, or 

trade, career, or technical school.  These two programs are:  

• The William D. Ford Federal Direct Loan (Direct Loan) Program is the largest 
federal student loan program.  Under this program, the U.S. Department of 
Education is the lender.  This program is specifically for students who are accepted 
in a degree granting program.  The student must be attending at least half-time (as 
defined by their degree program) at a post-secondary institution.  The loan is taken 
out in the student’s name and there is no credit check required to qualify.  Meeting 
satisfactory academic progress standards, as defined by the college, determines 
continued eligibility.  There are four types of Direct Loans available: 

 Direct Subsidized Loans are loans made to eligible undergraduate 
students who demonstrate financial need to help cover the costs of higher 
education at a college or career school. 

 Direct Unsubsidized Loans are loans made to eligible undergraduate, 
graduate, and professional students, but in this case, the student does not 
have to demonstrate financial need to be eligible for the loan. 

 Direct PLUS Loans are loans made to graduate or professional students 
and parents of dependent undergraduate students to help pay for 
education expenses not covered by other financial aid. 

 Direct Consolidation Loans allow students to combine all of his/her eligible 
federal student loans into a single loan with a single loan servicer. 

• The Federal Perkins Loan Program is a school-based loan program for 
undergraduates and graduate students with exceptional financial need. Under this 
program, the school is lender. 
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 Under the Direct Loan Program, the college is responsible for determining 

eligibility each year based on the Free Application for Federal Student Aid (FAFSA).  

This is an entitlement program offered by the U.S. Department of Education.  As long as 

the student has not previously defaulted or exceeded the maximum loan limits, then the 

student is entitled to participate as long as the student continues to meet the defined 

criteria under current regulations. 

 The U.S. Department of Education pays the interest on a Direct Subsidized Loan 

while the student in school at least half-time, for the first six months after the student 

leaves school (referred to as a grace period1), and during a period of deferment (a 

postponement of loan payments). 

 Direct Unsubsidized Loans are available to undergraduate and graduate 

students; there is no requirement to demonstrate financial need.  The school determines 

the amount the student can borrow based on the cost of attendance and other financial 

aid received.  The student is responsible for paying the interest on a Direct 

Unsubsidized Loan during all periods.  If the student does not pay the interest while in 

school and during the grace (and deferment or forbearance) periods, the interest will 

accrue (accumulate) and be capitalized (that is, added to the principal amount of the 

loan). 

 Direct Parent Loans for Undergraduate Students (PLUS) are federal loans that 

parents of dependent undergraduate students (or graduate or professional degree 

students) can use to help pay education expenses.  The U.S. Department of 

Education makes Direct PLUS Loans to eligible borrowers through schools 

participating in the Direct Loan Program.  The U.S. Department of Education is the 

lender.  The borrower must not have an adverse credit history.  The maximum loan 

amount is the student’s cost of attendance (determined by the school) minus any 

                                                       
1  If a Direct Subsidized Loan was received that was first disbursed between July 1, 2012, and July 1, 
2014, the student will be responsible for paying any interest that accrues during the grace period.  
However, a student may choose not to pay the interest that accrues during the grace period, in which 
event the interest will be added to the principal balance. 
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other financial aid received.  Parent PLUS loans are the most widely used, low-cost 

education loan available for parents.2   

 There are limits on the amount of subsidized and unsubsidized loans that 

student borrowers may be eligible to receive each academic year (annual loan limits) 

and the total amounts that may be borrowed for undergraduate and graduate study 

(aggregate loan limits). The actual loan amount a student borrower is eligible to 

receive each academic year may be less than the annual loan limit. These limits vary 

depending on what year the student is in school and whether he/she is a dependent 

or independent student. (See attached chart.) 

 If the student is a first-time borrower on or after July 1, 2013, there is a limit on 

the maximum period of time (measured in academic years) that he/she can receive 

Direct Subsidized Loans. This time limit does not apply to Direct Unsubsidized Loans or 

Direct PLUS Loans. If this limit applies, the student borrower may not receive Direct 

Subsidized Loans for more than 150 percent of the published length of his/her program. 

This is called the “maximum eligibility period.”  The maximum eligibility period is 

generally based on the published length of the current program as the published in the 

school’s catalog. 

 A Direct Consolidation Loan allows the consolidation of all eligible federal student 

loans into one loan with a single loan servicer.  No application fee is charged to 

consolidate the federal education loan.  The result is a single monthly payment instead 

of multiple payments.  However, there are potentially adverse impacts of loan 

consolidation in terms of the loss of certain borrower benefits offered with the original 

loans, e.g., interest rate discounts, principal rebates or loan cancellation benefits.    

 Loans made through the Federal Perkins Loan Program (Perkins Loans) are 

low-interest federal student loans for undergraduate and graduate students with 

exceptional financial need.  Eligibility depends on the student’s financial need and 

                                                       
2 For Direct PLUS Loans first disbursed on or after July 1, 2014, and before July 1, 2015, the interest rate 
is 7.21%.  For Direct PLUS Loans first disbursed on or after July 1, 2015, and before July 1, 2016, the 
interest rate is 6.84%.  These are fixed interest rates for the life of the loan.  There is a loan fee on all 
Direct PLUS Loans. The loan fee is a percentage of the loan amount and is proportionately deducted 
from each loan disbursement.  The percentage varies depending on when the loan is first disbursed. 
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availability of funds at the school. For questions on Perkins Loan eligibility, students 

must contact the school’s financial aid office. The interest rate for Perkins Loans is 5% 

and fixed for the life of the loan.  The school is the lender; all payments are made to 

the school (or the school’s loan servicer) that made the loan.  Not all schools 

participate in the Federal Perkins Loan Program.  The amount that can be borrowed 

depends on financial need, the amount of other aid the student receives, and the 

availability of funds at the specific college or career school. Due to limited funds, not 

everyone who qualifies for a Perkins Loan will receive one. Undergraduate students 

may be eligible to receive up to $5,500 a year; the total amount an undergraduate may 

borrow is $27,500.  Graduate or professional students may be eligible to receive up to 

$8,000 per year; a graduate student may receive up to a total of $60,000, inclusive of 

amounts borrowed as an undergraduate.  Generally, if the student is attending school 

at least half-time, the student has nine months after graduation, leaving school, or 

dropping below half-time status before repayment commences.   

 Application for Need-Based Federal Financial Aid.  The process of applying for 

need-based federal financial aid for college begins by students and parents completing 

the Free Application for Federal Student Aid (FAFSA).  Any college or university that 

awards federal student aid must require that students complete the FAFSA in order to 

determine eligibility for federal aid (and most state aid, too). The FAFSA is typically the 

sole application for need-based financial aid for most colleges and universities 

nationwide.  The FAFSA is completed online and contains parent and student financial 

information.  After you submit FAFSA form, the student receives a Student Aid Report 

(SAR) that summarizes the information provided in the application. The information 

submitted through the FAFSA goes into a needs analysis calculation, the result of which 

is the “Expected Family Contribution” (EFC). The EFC formula focuses primarily on 

assets and income of the parents and student, family size and number of dependent 

children enrolled in college in any given year to assess the family’s ability to pay for 

college using the income and assets they have. The EFC represents a dollar amount,   

and is the minimum amount the student is expected to contribute toward the cost of 

college.   
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 EFC is used to analyze a students’ need for financial aid using a simple formula 

that subtracts the student’s expected family contribution (EFC) from a college’s total 

cost of attendance (Cost of Attendance – EFC = Financial Need).  If a student’s EFC is 

less than a college’s cost of attendance, then the student qualifies for need-based 

financial aid.   

 Cost of attendance is obviously one of the two variables needed to determine 

need-based aid eligibility. Cost of attendance is the total cost of enrolling at a college, 

including tuition, fees, room and board, books, travel and personal expenses.  If the 

total cost of specific college is known, subtraction of the student’s EFC from that cost 

will determine if the student is eligible for need-based financial aid at that college. The 

student’s eligibility for need-based aid is relative to the cost of attendance of each 

college the student is considering, such that a student may qualify for need-based aid at 

one college and not at another.   

 Master Promissory Note.  As with every other type of loan, Federal student loans 

require that the student borrower sign a note for each loan.  For federal loans, student 

borrowers can sign a single master promissory note, known as the Master Promissory 

Note (MPN).  The MPN is a legal document in which the student promises to repay 

his/her loan(s) and any accrued interest and fees to the U.S. Department of Education. 

There are two types of MPNs in the Direct Loan Program: one for Direct 

Subsidized/Unsubsidized Loans and one for Direct PLUS Loans.  The MPN authorizes 

the disbursal of multiple loans, provided the student requests the new loans and the 

school certifies eligibility for such loans annually.  The MPN also explains the terms and 

conditions of the loan(s). The MPN can be used to make one or more loans for one or 

more academic years (up to 10 years).  (Sample MPN attached.) 

 Student Loan Debt Statistics.  Today, more than 70 percent of those earning a 

bachelor’s degree graduate with debt.  Class of 2017 graduates was $39,400, up six 

percent from the previous year. Americans owe over $1.48 trillion in student loan 

debt, spread out among about 44 million borrowers. That’s about $620 billion more 

than the total U.S. credit card debt.  The most recent reports indicate there is: 

• Student loan delinquency rate of 11.2% (90+ days delinquent or in default) 



Demystifying Federal Student Loans 
Page 7 of 7 
 

• Average monthly student loan payment (for borrower aged 20 to 30 years): $351 

• Median monthly student loan payment (for borrower aged 20 to 30 years): $203 
 

About 40 percent of the $1 trillion student loan debt was used to finance graduate and 

professional degrees.  Combined undergraduate and graduate debt by degree: 

• MBA = $42,000 (11% of graduate degrees) 

• Master of Education = $50,879 (16%) 

• Master of Science = $50,400 (18%) 

• Master of Arts = $58,539 (8%) 

• Law = $140,616 (4%) 

• Medicine and health sciences = $161,772 (5%) 
 

 There is approximately $864 billion in outstanding Federal student loan debt and 

$150 billion in private loans.  With student loans being the most common form of debt 

among 18-24 year olds, about 65% of high-debt student loan borrowers were surprised 

or misunderstood aspects of their loans or the borrowing process.  In addition, 2 out of 5 

student loan borrowers are delinquent at some point in the first five years of entering 

repayment.  The majority of borrowers are in their 30s (or older) and still paying back 

their loans.  

 As the economy improves and more borrowers enroll in federal programs that 

lower their monthly payments, fewer borrowers are defaulting.  However, even though 

the default rate has declined, the rate is still high because many Americans are not 

finding well-paying jobs after college by the time payments come due.  State by state 

data shows that fewer borrowers are defaulting and many are enrolling in federal 

programs that will lower their monthly payments; however, student loan defaults vary 

wildly, state by state.  The default rate in Rhode Island is 7.3%.3  More is being done to 

help borrowers afford their monthly loan payments including setting affordable monthly 

payment and analyzing student debt trends to recommend legislative and regulatory 

changes. 

                                                       
3 U.S. Department of Education, FY 2014 Official Cohort Default Rates by State/Territory National 
Calculated August 5, 2017 
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8.

OMB No. 1845-0007 
Form Approved 
Exp. Date 04/30/2019

7.

This is a preview of the electronic process for the Federal Direct Subsidized/Unsubsidized Master Promissory Note
(MPN). 

This document is intended for preview purposes only and cannot be submitted for processing.
 
 

 
Master Promissory Note 
Direct Subsidized Loans and Direct Unsubsidized Loans
William D. Ford Federal Direct Loan Program
 

WARNING: Any person who knowingly makes a false statement or misrepresentation on this form or any accompanying document is subject
to penalties that may include fines, imprisonment, or both, under the U.S. Criminal Code and 20 U.S.C. 1097.

BEFORE YOU BEGIN

Before you begin, read the Instructions on page 14 of this Master Promissory Note.

BORROWER INFORMATION

1. Name and Permanent Address (see Instructions)

 
 
 
 
2. Social Security Number

3. Date of Birth (mm-dd-yyyy)
4. Driver's License State and Number

5. Email Address (optional)
6. Area Code/Telephone Number

REFERENCE INFORMATION

List two persons with different U.S. addresses who have known you for at least three years. The first reference should be a
parent or legal guardian.

First Name: Middle Initial: Last Name:

Permanent Address (Street, City, State, Zip Code):  
 

Email Address (optional):  

Area Code/Telephone Number: ( )  -   

Relationship to You:  

First Name: Middle Initial: Last Name:

Permanent Address (Street, City, State, Zip Code):  
 

Email Address (optional):  

Area Code/Telephone Number: ( )  -   

Relationship to You:  

SCHOOL INFORMATION - TO BE COMPLETED BY THE SCHOOL

9. School Name and Address

10. School Code/Branch
11. Identification No.
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Borrower's Name: Social Security Number:   -  -  

BORROWER REQUEST, CERTIFICATIONS, AUTHORIZATIONS, AND UNDERSTANDINGS

12. This is a Master Promissory Note (MPN) for one or more Federal Direct Stafford/Ford (Direct Subsidized) Loans and/or
Federal Direct Unsubsidized Stafford/Ford (Direct Unsubsidized) Loans. I request a total amount of Direct Subsidized Loans
and/or Direct Unsubsidized Loans under this MPN not to exceed the allowable maximums under the Act ("the Act" is defined in
the MPN Terms and Conditions section of this MPN under Governing Law). My school will notify me of the loan type and loan
amount that I am eligible to borrow. Within certain timeframes, I may cancel a loan or request a lower amount by contacting my
school, or by refusing to accept or returning all or a portion of a loan disbursement that is made to me. The Borrower's Rights
and Responsibilities Statement that accompanies this MPN and the disclosure statements that will be provided to me contain
additional information about my right to cancel a loan or request a lower amount.
13. Under penalty of perjury, I certify that:

A. The information I have provided on this MPN and as updated by me from time to time is true, complete, and correct to the
best of my knowledge and belief and is provided in good faith.
B. I will use the money I receive from any loan made under this MPN only to pay for my authorized educational expenses for
attendance at the school that determined I was eligible to receive the loan. I will immediately repay any loan money that cannot
be attributed to educational expenses for attendance on at least a half-time basis at that school.

C. If I owe an overpayment on a Federal Perkins Loan, Federal Pell Grant, Federal Supplemental Educational Opportunity Grant
(FSEOG), Academic Competitiveness Grant (ACG), National Science and Mathematics Access to Retain Talent (SMART)
Grant, or Leveraging Educational Assistance Partnership Grant, I have made satisfactory arrangements to repay the amount
owed.
D. If I am in default on any loan I received under the Federal Perkins Loan Program (including National Direct Student Loans),
the William D. Ford Federal Direct Loan (Direct Loan) Program, or the Federal Family Education Loan (FFEL) Program, I have
made satisfactory repayment arrangements with the loan holder to repay the amount owed.

E. If I have been convicted of, or if I have pled nolo contendere (no contest) or guilty to, a crime involving fraud in obtaining
funds under a program authorized under Title IV of the Higher Education Act of 1965, as amended (HEA), I have fully repaid the
funds to the U.S. Department of Education (ED) or to the loan holder in the case of a Title IV federal student loan. The Title IV,
HEA programs include the Federal Pell Grant, FSEOG, ACG, SMART Grant, Leveraging Educational Assistance Partnership
Grant, Teacher Education Assistance for College and Higher Education (TEACH) Grant, Federal Work-Study (FWS), Federal
Perkins Loan, Direct Loan, and FFEL programs.
14. For each Direct Subsidized Loan and Direct Unsubsidized Loan I receive under this MPN:

A. I authorize my school to certify my eligibility for the loan.
B. I authorize my school to credit my loan money to my student account at the school, and to pay to ED any refund that may be
due up to the full loan amount.

C. I authorize ED and its agents and contractors to investigate my credit record and report information about my loan status to
persons and organizations permitted by law to receive that information.
D. I authorize ED to defer repayment of principal on my loan while I am enrolled at least half-time at an eligible school, unless I
notify ED differently.

E. I authorize my schools, ED, and their agents and contractors to release information about my loan to the references I provide
and to my immediate family members unless I submit written directions otherwise.
F. I authorize my schools, ED, and their agents and contractors to share information about my loan with each other.

G. I authorize my schools, ED, and their agents and contractors to contact me regarding my loan request or my loan, including
repayment of my loan, at any cellular telephone number I provide now or in the future using automated dialing equipment or
artificial or prerecorded voice or text messages.
15. I understand that:

A. ED will give me the opportunity to pay the interest that accrues on each loan made under this MPN during grace, in-school,
deferment (including in-school deferment), forbearance, and other periods as provided under the Act. If I do not pay the interest
that accrues during these periods, ED may add unpaid interest that accrues on each loan made under this MPN to the principal
balance of that loan (this is called "capitalization") at the end of the grace, deferment, forbearance, or other period. Capitalization
will increase the principal balance on my loan and the total amount of interest I must pay.
B. ED has the authority to verify information reported on this MPN with other federal agencies.

PROMISE TO PAY
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Borrower's Name: Social Security Number: Identification Number:

16. I promise to pay to ED all loan amounts disbursed under the terms of this MPN, plus interest and other charges and fees
that may become due as provided in this MPN. I understand that more than one loan may be made to me under this MPN. I
understand that by accepting any disbursement issued at any time under this MPN, I agree to repay the loan associated with
that disbursement.

17. If I do not make a payment on a loan made under this MPN when it is due, I will also pay reasonable collection costs,
including but not limited to attorney fees, court costs, and other fees.
18. I will not sign this MPN before reading the entire MPN, even if I am told not to read it, or told that I am not required to read it.
I am entitled to an exact copy of this MPN and the Borrower's Rights and Responsibilities Statement.

19. My signature certifies that I have read, understand, and agree to the terms and conditions of this MPN, including the
Borrower Request, Certifications, Authorizations, and Understandings, the MPN Terms and Conditions, the Notice About
Subsequent Loans Made Under this MPN, and the Borrower's Rights and Responsibilities Statement.

I UNDERSTAND THAT I MAY RECEIVE ONE OR MORE LOANS UNDER THIS MPN, AND THAT I MUST REPAY ALL
LOANS THAT I RECEIVE UNDER THIS MPN.

20. Borrower's Signature 
 

21. Today's Date (mm-dd-yyyy)   -   -    

MPN TERMS AND CONDITIONS

GOVERNING LAW 

The terms of this Master Promissory Note (MPN) will be interpreted in accordance with the HEA (20 U.S.C. 1070 et seq.), ED's
regulations, any amendments to the HEA and the regulations in accordance with the effective date of those amendments, and
other applicable federal laws and regulations. Throughout this MPN, we refer to these laws and regulations collectively as the
"Act."
Under applicable state law, except as preempted by federal law, you may have certain borrower rights, remedies, and defenses
in addition to those stated in this MPN and the Borrower's Rights and Responsibilities Statement.

DISCLOSURE OF LOAN TERMS 
This MPN applies to Direct Subsidized Loans and Direct Unsubsidized Loans. Under this MPN, the principal amount that you
owe, and are required to repay, will be the sum of all disbursements that are made (unless you reduce or cancel any
disbursements as explained below under Loan Cancellation), plus any unpaid interest that is capitalized and added to the
principal balance.

Each loan made under this MPN is separately enforceable based on a true and exact copy of this MPN. At or before the time of
the first disbursement of each loan, you will receive a disclosure statement identifying the amount of the loan and additional
terms of the loan. The Borrower's Rights and Responsibilities Statement accompanying this MPN contains important additional
information. The Borrower's Rights and Responsibilities Statement and any disclosure statement you receive in connection with
any loan under this MPN are hereby incorporated into this MPN.
The Act specifies annual and aggregate limits on the amount of loans you may receive under this MPN. You may request
additional loan funds to pay for your educational costs up to the annual and aggregate loan limits by contacting your school's
financial aid office. Your school will determine if you are eligible for any additional loan funds. You will be notified of any increase
or other change in the amount of your loan.

The amount of Direct Subsidized Loans and Direct Unsubsidized Loans you are eligible to receive may increase or decrease
based on changes in your financial circumstances. Your school will notify you of any changes in your eligibility. You will be
notified of any increase or decrease in the amount of your loan.
We may use a servicer to handle billing and other communications related to your loan.

TIME LIMITATION ON DIRECT SUBSIDIZED LOAN ELIGIBILITY FOR FIRST-TIME BORROWERS ON OR AFTER JULY 1,
2013
If you are a first-time borrower on or after July 1, 2013 (see Note), there is a limit on the maximum period of time (measured in
academic years) for which you can receive Direct Subsidized Loans. In general, you may not receive Direct Subsidized Loans
for more than 150% of the published length of your program of study. This is called your "maximum eligibility period."

After you have received Direct Subsidized Loans for your maximum eligibility period, you are no longer eligible to receive
additional Direct Subsidized Loans, and if you are enrolled in school you may become responsible for paying interest on your
Direct Subsidized Loans. You may continue to receive Direct Unsubsidized Loans.
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With certain exceptions as provided under the Act (such as if you graduate from your program of study before you receive or at
the time you receive Direct Subsidized Loans for your maximum eligibility period), you will become responsible for paying the
interest that accrues on your Direct Subsidized Loans during all periods if you:

Continue to be enrolled in any undergraduate program after you have received Direct Subsidized Loans for your
maximum eligibility period, or
Enroll in another undergraduate program that is the same length as or shorter than your previous program.

The Borrower's Rights and Responsibilities Statement that accompanies this MPN provides additional information concerning
the limitation on Direct Subsidized Loan eligibility for first-time borrowers on or after July 1, 2013.

Note: You are considered to be a first-time borrower on or after July 1, 2013 if you had no outstanding balance on a Direct Loan
or a Federal Family Education Loan (FFEL) Program loan on July 1, 2013, or if you have no outstanding balance on a Direct
Loan or FFEL program loan on the date you obtain a Direct Loan Program loan after July 1, 2013.
LOAN CANCELLATION 

You may pay back all or part of a loan disbursement within the timeframes set by the Act, as explained in the Borrower's Rights
and Responsibilities Statement and in a disclosure statement that you will receive. If you return the full loan amount within those
timeframes, you will not have to pay any loan fee or interest charges. If you return part of a disbursement within those
timeframes, we will reduce the loan fee and interest charges in proportion to the amount returned.
INTEREST 

Unless we notify you in writing that a different rate will apply, the interest rate for any loan you receive under this MPN is a fixed
rate that is calculated in accordance with a formula specified in the Act. The interest rate for Direct Subsidized Loans and Direct
Unsubsidized Loans is calculated each year. When the rate is calculated, it applies to Direct Subsidized Loans and Direct
Unsubsidized Loans for which the first disbursement is made during the period beginning on July 1 of one year and ending on
June 30 of the following year. Different interest rates may apply to different loans you receive under this MPN, depending on
when the loan is first disbursed and whether you are an undergraduate student or a graduate or professional student. The
maximum interest rate for Direct Subsidized Loans and Direct Unsubsidized Loans made to undergraduate students is 8.25%.
The maximum interest rate for Direct Unsubsidized Loans made to graduate or professional students is 9.5%. We will notify you
of the interest rate on each of your loans.
If you are in the military and the interest rate on your loan is greater than 6%, you may qualify to have the rate limited to 6%
during your period of service. In addition, under the no accrual of interest benefit for active duty service members, you are not
required to pay the interest that accrues on any type of Direct Loan Program loan first disbursed on or after October 1, 2008
during periods of qualifying active duty military service (for up to 60 months).

Except as explained below, you are not required to pay the interest that accrues on a Direct Subsidized Loan during an in-
school, grace, or deferment period, and during certain periods of repayment under the Revised Pay As You Earn Repayment
Plan (REPAYE Plan), the Pay As You Earn Repayment Plan (PAYE Plan), and the Income-Based Repayment Plan (IBR Plan).
You must pay the interest that accrues on a Direct Subsidized Loan during all other periods (including forbearance periods),
starting on the day after your grace period ends.
If you are a first-time borrower on or after July 1, 2013, under certain conditions you may become responsible for paying the
interest that accrues on your Direct Subsidized Loans during all periods, as described under the heading "Time Limitation on
Direct Subsidized Loan Eligibility for First-Time Borrowers on or after July 1, 2013."

Except during certain periods of repayment under the REPAYE Plan, you must pay the interest that accrues on a Direct
Unsubsidized Loan during all periods (including in-school, grace, deferment, and forbearance periods), starting on the date of
the first disbursement of the loan.
You agree to pay all interest that accrues on your Direct Loan(s) during the periods described above. You will be given the
opportunity to pay the interest that accrues during in-school, grace, deferment, forbearance, or other periods as provided under
the Act. If you do not pay this interest, we may capitalize the interest (add it to the principal balance of your loans) at the end of
the grace, deferment, forbearance, or other period.

LOAN FEE
As provided by the Act, we charge a loan fee for each Direct Subsidized Loan and Direct Unsubsidized Loan you receive under
this MPN. The loan fee is a percentage of the loan amount and will be deducted proportionately from each disbursement of each
of your loans. The specific loan fee you are charged will be shown on disclosure statements that will be sent to you. We may
refund the loan fee only as permitted by the Act.

LATE CHARGES AND COLLECTION COSTS
We may collect from you:

A late charge of not more than six cents for each dollar of each late payment if you do not make any part of a required
installment payment within 30 days after it becomes due, and
Any other charges and fees that are permitted by the Act related to the collection of your loans.

If you default on a loan, you must pay reasonable collection costs, plus court costs and attorney fees.

GRACE PERIOD
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You will receive a 6-month grace period on repayment of each loan made under this MPN. The grace period begins the day after
you cease to be enrolled at least half-time at an eligible school.

You are not required to make any payments on your loan during the grace period. However, you are responsible for paying the
interest that accrues on your Direct Unsubsidized Loan and, in some cases on your Direct Subsidized Loan during the grace
period (see "Interest" in this section of the MPN), and this interest will be capitalized at the end of the grace period if you do not
pay it.
REPAYMENT
You must repay the full amount of the loans made under this MPN, plus accrued interest. You will repay each loan in monthly
installments during a repayment period that begins on the day immediately following your 6-month grace period on that loan.
Generally, payments that you make or that someone else makes on your behalf will be applied first to late charges and
collection costs that are due, then to interest that has not been paid, and finally to the principal amount of the loan. However, any
payments made under the REPAYE Plan, the PAYE Plan, or the IBR Plan will be applied first to interest that is due, then to fees
that are due, and then to the principal amount.
You have a choice of repayment plans. The Borrower's Rights and Responsibilities Statement includes information on these
repayment plans. You must select a repayment plan. If you do not select a repayment plan, we will choose a plan for you in
accordance with the Act.

Once you choose a repayment plan, we will provide you with a repayment schedule that identifies your payment amounts and
due dates. If you intend to repay your loan but are unable to make your scheduled loan payments, we may grant you a
forbearance that allows you to temporarily stop making payments or to temporarily make a smaller payment amount, which
extends the time for making payments.
We may adjust payment dates on your loans or may grant you a forbearance to eliminate a delinquency that remains even
though you are making scheduled installment payments.

You may prepay all or any part of the unpaid balance on your loans at any time without penalty. We will determine how to apply
the prepayment in accordance with the Act.
After you have repaid in full a loan made under this MPN, we will send you a notice telling you that you have paid off your loan.

ACCELERATION AND DEFAULT
At our option, the entire unpaid balance of a loan made under this MPN will become immediately due and payable (this is called
"acceleration") if any one of the following events occurs:

(1) You do not begin attendance in any classes at the school that determined you were eligible to receive the loan;
(2) You do not use the loan money solely for your educational expenses;

(3) You make a false representation that results in your receiving a loan for which you are not eligible; or
(4) You default on the loan.

You will be considered in default on your loan if:
(1) The full unpaid balance of the loan becomes immediately due and payable because event (1), (2), or (3) above occurs and
you do not pay the amount due;

(2) You do not make installment payments when due and your failure to make payments has continued for at least 270 days; or
(3) You do not comply with other terms of the loan, and we reasonably conclude that you no longer intend to honor your
repayment obligation.

If you default, we may capitalize all outstanding interest. This will increase the principal balance of your loan, and the full amount
of the loan, including the new principal balance and collection costs, will become immediately due and payable.
If you default, the default will be reported to nationwide consumer reporting agencies (credit bureaus) and will significantly and
adversely affect your credit history. A default will have additional adverse consequences as explained in the Borrower's Rights
and Responsibilities Statement. Following default, you may be required to repay the loan (potentially including amounts in
excess of the principal and interest) under the IBR Plan, the PAYE Plan, the REPAYE Plan, or the Income-Contingent
Repayment Plan (ICR Plan) in accordance with the Act.

LEGAL NOTICES
Any notice required to be given to you will be effective if it is sent by first-class mail to the most recent address that we have for
you, by electronic means to an email address you have provided, or by any other method of notification that is permitted or
required by applicable law and regulation. You must immediately notify us of a change in your contact information or status as
specified in the Borrower's Rights and Responsibilities Statement under "Information you must report to us after you receive
your loan."

If we do not enforce or insist on compliance with any term of this MPN, it does not waive any of our rights. No provision of this
MPN may be modified or waived, unless we do so in writing. If any provision of this MPN is determined to be unenforceable, the
remaining provisions will remain in force.
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Information about your loans will be submitted to the National Student Loan Data System (NSLDS). Information in NSLDS is
accessible to schools, lenders, and guarantors for specific purposes that we authorize.

NOTICE ABOUT SUBSEQUENT LOANS MADE UNDER THIS MPN
This MPN authorizes us to make multiple loans to you to pay your educational expenses during the multi-year term of this MPN,
upon your request and upon your school's annual certification of your loan eligibility.

At schools that are authorized to use the multi-year feature of the MPN and choose to do so, subsequent loans may be made
under this MPN for subsequent academic years. At any school, subsequent loans may be made under this MPN for the same
academic year.
No subsequent loans will be made under this MPN after the earliest of the following dates:

(1) The date we or your school receive your written notice that no further loans may be made;
(2) One year after the date you sign the MPN or the date we receive the MPN if no disbursements are made under the MPN; or

(3) Ten years after the date you sign the MPN or the date we receive the MPN.

IMPORTANT NOTICES

GRAMM-LEACH-BLILEY ACT NOTICE
In 1999, Congress enacted the Gramm-Leach-Bliley Act (Public Law 106-102). This Act requires that lenders provide certain
information to their customers regarding the collection and use of nonpublic personal information.
We disclose nonpublic personal information to third parties only as necessary to process and service your loan and as permitted
by the Privacy Act of 1974. See the Privacy Act Notice below. We do not sell or otherwise make available any information about
you to any third parties for marketing purposes.

We protect the security and confidentiality of nonpublic personal information by implementing the following policies and
practices. All physical access to the sites where nonpublic personal information is maintained is controlled and monitored by
security personnel. Our computer systems offer a high degree of resistance to tampering and circumvention. These systems
limit data access to our staff and contract staff on a "need-to-know" basis, and control individual users' ability to access and alter
records within the systems. All users of these systems are given a unique user ID with personal identifiers. All interactions by
individual users with the systems are recorded.
PRIVACY ACT NOTICE
The Privacy Act of 1974 (5 U.S.C. 552a) requires that the following notice be provided to you:
The authority for collecting the requested information from and about you is §451 et seq. of the Higher Education Act (HEA) of
1965, as amended (20 U.S.C. 1087a et seq.) and the authorities for collecting and using your Social Security Number (SSN) are
§484(a)(4) of the HEA (20 U.S.C. 1091(a)(4)) and 31 U.S.C. 7701(b). Participating in the William D. Ford Federal Direct Loan
(Direct Loan) Program and giving us your SSN are voluntary, but you must provide the requested information, including your
SSN, to participate.

The principal purposes for collecting the information on this form, including your SSN, are to verify your identity, to determine
your eligibility to receive a loan or a benefit on a loan (such as a deferment, forbearance, discharge, or forgiveness) under the
Direct Loan Program, to permit the servicing of your loan(s), and, if it becomes necessary, to locate you and to collect and report
on your loan(s) if your loan(s) become delinquent or in default. We also use your SSN as an account identifier and to permit you
to access your account information electronically.
The information in your file may be disclosed, on a case-by-case basis or under a computer matching program, to third parties
as authorized under routine uses in the appropriate systems of records notices. The routine uses of this information include, but
are not limited to, its disclosure to federal, state, or local agencies, to private parties such as relatives, present and former
employers, business and personal associates, to consumer reporting agencies, to financial and educational institutions, and to
guaranty agencies in order to verify your identity, to determine your eligibility to receive a loan or a benefit on a loan, to permit
the servicing or collection of your loan(s), to enforce the terms of the loan(s), to investigate possible fraud and to verify
compliance with federal student financial aid program regulations, or to locate you if you become delinquent in your loan
payments or if you default. To provide default rate calculations, disclosures may be made to guaranty agencies, to financial and
educational institutions, or to state agencies. To provide financial aid history information, disclosures may be made to
educational institutions. To assist program administrators with tracking refunds and cancellations, disclosures may be made to
guaranty agencies, to financial and educational institutions, or to federal or state agencies. To provide a standardized method for
educational institutions to efficiently submit student enrollment status, disclosures may be made to guaranty agencies or to
financial and educational institutions. To counsel you in repayment efforts, disclosures may be made to guaranty agencies, to
financial and educational institutions, or to federal, state, or local agencies.

In the event of litigation, we may send records to the Department of Justice, a court, adjudicative body, counsel, party, or witness
if the disclosure is relevant and necessary to the litigation. If this information, either alone or with other information, indicates a
potential violation of law, we may send it to the appropriate authority for action. We may send information to members of
Congress if you ask them to help you with federal student aid questions. In circumstances involving employment complaints,
grievances, or disciplinary actions, we may disclose relevant records to adjudicate or investigate the issues. If provided for by a



6/4/2018 Master Promissory Note: Direct Subsidized Loans and Direct Unsubsidized Loans

https://studentloans.gov/myDirectLoan/subUnsubHTMLPreview.action 7/19

collective bargaining agreement, we may disclose records to a labor organization recognized under 5 U.S.C. Chapter 71.
Disclosures may be made to our contractors for the purpose of performing any programmatic function that requires disclosure of
records. Before making any such disclosure, we will require the contractor to maintain Privacy Act safeguards. Disclosures may
also be made to qualified researchers under Privacy Act safeguards. 

FINANCIAL PRIVACY ACT NOTICE 
Under the Right to Financial Privacy Act of 1978 (12 U.S.C. 3401-3421), ED will have access to financial records in your student
loan file maintained in compliance with the administration of the Direct Loan Program. 

PAPERWORK REDUCTION NOTICE 
According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless
such collection displays a valid OMB control number. The valid OMB control number for this information collection is 1845-0007.
Public reporting burden for this collection of information is estimated to average 30 minutes (0.5 hours) per response, including
time for reviewing instructions, searching existing data sources, gathering and maintaining the data needed, and completing and
reviewing the collection of information. The obligation to respond to this collection is required to obtain a benefit in accordance
with 34 CFR 685.201. If you have comments or concerns regarding the status of your individual submission of this form, write to: 

U.S. Department of Education 
Common Origination and Disbursement School Relations Center 
Attn: Student Loan Support 
PO Box 9002 
Niagara Falls, NY 14302 

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

IMPORTANT NOTICE
This Borrower's Rights and Responsibilities Statement provides additional information about the terms and conditions of the
loans you receive under the accompanying Master Promissory Note (MPN) for Direct Subsidized Loans and Direct
Unsubsidized Loans. Please keep this Borrower's Rights and Responsibilities Statement for your records. You may request
another copy of this Borrower's Rights and Responsibilities Statement at any time by contacting your servicer.

Throughout this Borrower's Rights and Responsibilities Statement, the words "we," "us," and "our" refer to the U.S. Department
of Education. The word "loan" refers to one or more loans made under the accompanying MPN.
1. THE WILLIAM D. FORD FEDERAL DIRECT LOAN PROGRAM 

The William D. Ford Federal Direct Loan (Direct Loan) Program includes the following types of loans, known collectively as
"Direct Loans":

Federal Direct Stafford/Ford Loans (Direct Subsidized Loans)
Federal Direct Unsubsidized Stafford/Ford Loans (Direct Unsubsidized Loans)
Federal Direct PLUS Loans (Direct PLUS Loans)
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 (HEA), 20 U.S.C.
1070 et seq.
You must complete a Free Application for Federal Student Aid (FAFSA) to be eligible for a Direct Subsidized Loan or Direct
Unsubsidized Loan.

Direct Loans are made by the U.S. Department of Education. We contract with servicers to process Direct Loan payments,
deferment and forbearance requests, and other transactions, and to answer questions about Direct Loans. Your servicer will
provide you with its address and telephone number after the school notifies us that the first disbursement of your loan has been
made. It is important to keep in contact with your servicer.
2. LAWS THAT APPLY TO THIS MPN
The terms and conditions of loans made under this MPN are determined by the HEA 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. Under applicable state law, except as preempted by federal law, you may have certain borrower rights, remedies,
and defenses in addition to those stated in the MPN and this Borrower's Rights and Responsibilities Statement.
NOTE: Any amendment to the Act that affects the terms of this MPN will be applied to your loans in accordance with
the effective date of the amendment.
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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.
Direct Subsidized Loans are available only to undergraduate students. Direct Unsubsidized Loans are available to both
undergraduate students and graduate or professional students.

To receive a Direct Subsidized Loan, you must have financial need. Except as explained in Item 10 of this Borrower's Rights and
Responsibilities Statement ("Payment of interest"), you are not required to pay the interest that accrues on Direct Subsidized
Loans while you are in school, during the grace period, during deferment periods, and during certain periods of repayment under
the Revised Pay As You Earn Repayment Plan (REPAYE Plan), the Pay As You Earn Repayment Plan (PAYE Plan), and the
Income-Based Repayment Plan (IBR Plan).
Direct Unsubsidized Loans are not based on financial need. Except during certain periods of repayment under the REPAYE
Plan, you must pay the interest that accrues on Direct Unsubsidized Loans during all periods. For more information on interest
charges, see Item 10.

4. TIME LIMITATION ON DIRECT SUBSIDIZED LOAN ELIGIBILITY FOR FIRST-TIME BORROWERS ON OR AFTER JULY
1, 2013
If you are a first-time borrower on or after July 1, 2013, there is a limit on the maximum period of time (measured in academic
years) that you can receive Direct Subsidized Loans.

You are a first-time borrower on or after July 1, 2013 if you had no outstanding balance on a Direct Loan or on a Federal Family
Education Loan (FFEL) Program loan on July 1, 2013, or if you have no outstanding balance on a Direct Loan or FFEL program
loan on the date you obtain a Direct Loan after July 1, 2013.
In general, if you are a first-time borrower on or after July 1, 2013 you may not receive Direct Subsidized Loans for more than
150% of the published length of your program of study. This is called your "maximum eligibility period." For example, if you are
enrolled in a 4-year bachelor's degree program, the maximum period for which you can receive Direct Subsidized Loans is 6
years (150% of 4 years = 6 years).

Your maximum eligibility period is based on the published length of the program in which you are currently enrolled. This means
that your maximum eligibility period can change if you change programs. If you receive Direct Subsidized Loans for one program
and then change to a different program, the period of time for which you received Direct Subsidized Loans for the earlier
program will generally count against your new maximum eligibility period.
After you have received Direct Subsidized Loans for your maximum eligibility period, you are no longer eligible to receive
additional Direct Subsidized Loans, and if you are enrolled in school, you may become responsible for paying interest on your
Direct Subsidized Loans. You may continue to receive Direct Unsubsidized Loans. We will notify you if you are no longer eligible
to receive additional Direct Subsidized Loans.

With certain exceptions as provided under the Act (for example, if you graduate from your program of study before or at the time
you receive Direct Subsidized Loans for your maximum eligibility period), if you continue to be enrolled in any undergraduate
program after you have received Direct Subsidized Loans for your maximum eligibility period, or if you enroll in another
undergraduate program that is the same length as or shorter than your previous program, you will become responsible for
paying all of the interest that accrues on your Direct Subsidized Loans, during all periods, beginning on the date of the
enrollment that causes you to become responsible for paying the interest. You will become responsible for paying all of the
interest that accrues on your Direct Subsidized Loans based solely on your enrollment as described above, regardless of
whether you apply for, request, or receive federal financial aid. We will notify you if you become responsible for paying all of the
interest that accrues on your Direct Subsidized Loans.
Additional information about the limitation on Direct Subsidized Loan eligibility for first-time borrowers on or after July 1, 2013 will
be provided during entrance counseling (see Item 13 of this Borrower's Rights and Responsibilities Statement). You may also
obtain additional information from your school's financial aid office, or at StudentAid.gov.

5. ABOUT THE MPN
You may receive more than one loan under this MPN over a period of up to 10 years to pay for your educational costs, as long
as the school you are attending is authorized to use the multi-year feature of the MPN and chooses to do so.

If your school is not authorized to use the multi-year feature of the MPN or chooses not to do so, or if you do not want to receive
more than one loan under this MPN, you must sign a new MPN for each loan that you receive. If you do not want to receive
more than one loan under this MPN, you must notify your school or your servicer in writing.
6. USE OF YOUR LOAN MONEY
You may use the loan money you receive only to pay for your authorized educational expenses for attendance at the school that
determined you were eligible to receive the loan. Authorized expenses include the following:

Tuition
Room
Board
Institutional fees
Books

http://www.studentaid.gov/
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Supplies
Equipment
Dependent care expenses
Transportation
Commuting expenses
Rental or purchase of a personal computer
Loan fees
Other documented, authorized costs

7. INFORMATION YOU MUST REPORT TO US AFTER YOU RECEIVE YOUR LOAN
You must notify your servicer and/or the financial aid office at your school about certain changes.

Until you graduate or otherwise leave school, you must notify your school's financial aid office if you:
Change your address or telephone number;
Change your name (for example, maiden name to married name);
Do not enroll at least half-time for the loan period certified by the school;
Do not enroll at the school that determined you were eligible to receive the loan;
Stop attending school or drop below half-time enrollment;
Transfer from one school to another school; or
Graduate.

You must also notify your servicer if any of the above events occur at any time after you receive your loan. In addition, you must
notify your servicer if you:

Change your employer, or your employer's address or telephone number changes; or
Have any other change in status that would affect your loan (for example, if you receive a deferment while you are
unemployed, but you find a job and therefore no longer meet the eligibility requirements for the deferment).

8. AMOUNT YOU MAY BORROW
The charts that follow show the maximum amounts of Direct Subsidized Loans and Direct Unsubsidized Loans that you may
borrow for a single academic year (annual loan limits), and the maximum amounts that you may borrow in total for
undergraduate and graduate study (aggregate loan limits).

The aggregate loan limits are combined limits that include Direct Subsidized Loans and Direct Unsubsidized Loans, as well as
any Subsidized Federal Stafford Loans and Unsubsidized Federal Stafford Loans you may have previously received through the
FFEL Program.
The annual and aggregate loan limits for independent undergraduates also apply to dependent undergraduates whose parents
are unable to obtain a Direct PLUS Loan because of exceptional circumstances.

If you are enrolled in certain health professions programs, you may qualify for higher annual and aggregate limits on Direct
Unsubsidized Loans.
The actual loan amount you receive will be determined by your school, based on your academic level, dependency status, and
other factors such as:

The length of the program or the remaining portion of the program in which you are enrolled, if it is less than a full
academic year;
Your cost of attendance;
Your Expected Family Contribution;
Other financial aid you receive; and
Your remaining eligibility under the annual or aggregate loan limits.

The actual amount you receive for an academic year may be less than the maximum annual amounts shown in the charts.

If you are an undergraduate student, your school must determine your eligibility for a Federal Pell Grant before you may receive
a Direct Subsidized Loan or a Direct Unsubsidized Loan, and must determine your eligibility for a Direct Subsidized Loan before
determining your eligibility for a Direct Unsubsidized Loan.

ANNUAL LOAN LIMITS
Dependent Undergraduate Students 
(except students whose parents cannot obtain Direct PLUS
Loans)
First Year Total 
(maximum $3,500 subsidized)

$5,500

Second Year Total 
(maximum $4,500 subsidized)

$6,500

Third Year & Beyond (Total Each
Year) 
(maximum $5,500 subsidized)

$7,500
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Independent Undergraduate Students 
(and dependent students whose parents cannot obtain Direct
PLUS Loans)
First Year Total 
(maximum $3,500 subsidized)

$9,500

Second Year Total 
(maximum $4,500 subsidized)

$10,500

Third Year & Beyond (Total Each
Year) 
(maximum $5,500 subsidized)

$12,500

Graduate and Professional Students
Total Amount (Each Year) 
(unsubsidized only)

$20,500

AGGREGATE LOAN LIMITS
Dependent Undergraduate Students 
(except students whose parents cannot obtain Direct PLUS
Loans)
Total Amount Cumulative 
(maximum $23,000 subsidized)

$31,000

Independent Undergraduate Students 
(and dependent students whose parents cannot obtain Direct
PLUS Loans)
Total Amount Cumulative 
(maximum $23,000 subsidized)

$57,500

Graduate and Professional Students
Total Amount Cumulative 
(maximum $65,500 subsidized;
includes loans received for
undergraduate study)

$138,500

9. INTEREST RATE 
The interest rate on Direct Subsidized Loans and Direct Unsubsidized Loans is a fixed rate that is calculated in accordance with
a formula specified in the Act. The interest rate is calculated each year. When the rate is calculated, it applies to all Direct
Subsidized Loans and Direct Unsubsidized Loans for which the first disbursement is made during the period beginning on July 1
of one year and ending on June 30 of the following year. Different fixed interest rates may apply to separate loans made under
this MPN depending on when the loan is first disbursed, and whether you are an undergraduate student or a graduate or
professional student when the loan is made. The maximum interest rate for Direct Subsidized Loans and Direct Unsubsidized
Loans made to undergraduate students is 8.25%. The maximum interest rate for Direct Unsubsidized Loans made to graduate
or professional students is 9.5%. We will notify you of the interest rate for each loan you receive in a disclosure statement that
we send to you.

Servicemembers Civil Relief Act
If you are in military service, you may qualify for a lower interest rate on your loans.
Under the Servicemembers Civil Relief Act, the interest rate on loans you received before you began your military service may
be limited to 6% during your military service. In most cases, your servicer will determine if you are eligible for this benefit based
on information from the U.S. Department of Defense, and, if any of your qualifying loans have an interest rate greater than 6%,
will automatically reduce that rate to 6% during your military service. If you think you qualify for the 6% interest rate but have not
received it, contact your servicer. Your servicer can also provide more information about this benefit.
10. PAYMENT OF INTEREST
In general, you are not required to pay the interest that accrues on Direct Subsidized Loans during certain periods, but you must
pay the interest that accrues on Direct Unsubsidized Loans during all periods, as explained below.
Direct Subsidized Loans
Except as explained below, you are not required to pay the interest that accrues 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 REPAYE Plan, the PAYE Plan, and the IBR Plan. Except as discussed below for certain borrowers who are active duty
service members, you are responsible for paying the interest that accrues on a Direct Subsidized Loan during all other periods
(starting on the day after your grace period ends), including forbearance periods.
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You are responsible for paying the interest that accrues during the grace period on any Direct Subsidized Loan for which the first
disbursement was made on or after July 1, 2012 and before July 1, 2014. In addition, if you are a first-time borrower on or after
July 1, 2013, under certain conditions you may become responsible for paying the interest that accrues on your Direct
Subsidized Loans during all periods, as explained in Item 4 of this Borrower's Rights and Responsibilities Statement ("Time
limitation on Direct Subsidized Loan eligibility for first-time borrowers on or after July 1, 2013").

Direct Unsubsidized Loans
Except as explained below for certain borrowers who are active duty service members, and during certain periods of repayment
under the REPAYE Plan, you are responsible for paying the interest that accrues on a Direct Unsubsidized Loan during all
periods (starting on the date of the first disbursement). 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.

No accrual of interest benefit for active duty service members
Under the no accrual of interest benefit for active duty service members, you are not required to pay the interest that accrues on
any type of Direct Loan Program loan first disbursed on or after October 1, 2008 during periods of qualifying active duty military
service (for up to 60 months).

Interest capitalization
If you do not pay the interest as it accrues on either a Direct Subsidized Loan or a Direct Unsubsidized Loan (during periods
when you are responsible for payment of interest), we will add the accrued interest to the unpaid principal balance of your loan.
This is called "capitalization." Capitalization increases the unpaid principal balance of your loan, and interest then accrues on the
increased principal balance. We capitalize unpaid interest when you resume payment after periods of deferment or forbearance.
We may also capitalize unpaid interest that has accrued since the first disbursement of a Direct Unsubsidized Loan when you
enter repayment for the first time.

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 accrues 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 accrues...

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

Loan Amount $15,000 $15,000

Interest for 12 Months
$1,238 
(paid as accrued)

$1,238 
(unpaid and
capitalized)

Principal to be Repaid $15,000 $16,238

Monthly Payment $184 $199

Number of Payments 120 120

Total Repaid $23,315 $23,899

The example in the chart above shows payments made under the Standard Repayment Plan at an interest rate of 8.25%, the
maximum interest rate for Direct Unsubsidized Loans made to undergraduate students. In this example, you would pay $15 less
per month and $584 less altogether if you pay the interest as it accrues during a 12-month deferment or forbearance period.
Federal income tax deduction
You may be able to claim a federal income tax deduction for interest payments you make on Direct Loans. For further
information, refer to IRS Publication 970, which is available at http://www.irs.ustreas.gov.
11. LOAN FEE
For each Direct Subsidized Loan or Direct Unsubsidized Loan that you receive under this MPN, we charge a loan fee that is a
percentage of the principal amount of each loan. This fee will be subtracted proportionally from each disbursement of your loan
and will be shown on a disclosure statement that we send to you.
12. INTEREST RATE REDUCTION FOR AUTOMATIC WITHDRAWAL OF PAYMENTS
Under the automatic withdrawal option, your bank automatically deducts your monthly loan payment from your checking or
savings account and sends it to us. Automatic withdrawal helps to ensure that your payments are made on time. In addition, you
receive a 0.25% interest rate reduction while you repay under the automatic withdrawal option. Your servicer will provide you
with information about the automatic withdrawal option. You can also get the information on your servicer's web site, or by
calling your servicer. Your servicer's web site address and toll-free telephone number are provided on correspondence that your
servicer sends you.

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


6/4/2018 Master Promissory Note: Direct Subsidized Loans and Direct Unsubsidized Loans

https://studentloans.gov/myDirectLoan/subUnsubHTMLPreview.action 12/19

13. DISBURSEMENT (HOW YOUR LOAN MONEY WILL BE PAID OUT)
Generally, your school will disburse (pay out) your loan money in more than one installment, usually at the beginning of each
academic term (for example, at the beginning of each semester or quarter). If your school does not use academic terms or does
not have academic terms that meet certain requirements, it will generally disburse your loan in at least two installments, one at
the beginning of the period of study for which you are receiving the loan, and one at the midpoint of that period of study. Your
school determines the schedule for disbursing your loan money in accordance with the Act.
In most cases, if the Direct Subsidized Loan or Direct Unsubsidized Loan that you are receiving is your first student loan under
either the Direct Loan Program or the FFEL Program, you must complete entrance counseling before your school can make the
first disbursement of your loan. Your school will tell you if entrance counseling is required, and will provide instructions for
completing entrance counseling.

Your school may disburse your loan money by crediting it to your account at the school, or may give some or all of it to you
directly by check or other means.
If your school credits your loan money to your account and the amount credited is more than the amount of your tuition and fees,
room and board, and other authorized charges, the excess amount is called a credit balance. Unless you authorize your school
to hold the credit balance for you, your school must pay you the credit balance within the following timeframes:

If the credit balance occurs after the first day of class of a payment period (your school can tell you this date), your school
must pay you the credit balance no later than 14 days after the date the balance occurs.
If the credit balance occurs on or before the first day of class of a payment period, your school must pay you the credit
balance no later than 14 days after the first day of class of the payment period.

14. CANCELING YOUR LOAN
Before your loan money is disbursed, you may cancel all or part of your loan at any time by notifying your school. After your loan
money is disbursed, there are two ways to cancel all or part of your loan:

You may notify your school (within certain timeframes). If your school obtains your written confirmation of the types
and amounts of Title IV loans that you want to receive for an award year before crediting loan money to your account at
the school, you may tell the school that you want to cancel all or part of that loan within 14 days after the date the school
notifies you of your right to cancel all or part of the loan, or by the first day of your school's payment period, whichever is
later (your school can tell you the first day of the payment period).

If your school does not obtain your written confirmation of the types and amounts of loans you want to receive before
crediting the loan money to your account, you may cancel all or part of that loan by informing the school within 30 days of
the date the school notifies you of your right to cancel all or part of the loan.
If you ask your school to cancel all or part of your loan within the timeframes described above, the school will return the
cancelled loan amount to us. If you ask your school to cancel all or part of your loan outside the timeframes described
above, your school may process your cancellation request, but it is not required to do so.

You may return all or part of your loan to us. Within 120 days of the date your school disbursed your loan money (by
crediting the loan money to your account at the school, by paying it directly to you, or both), you may cancel all or part of
your loan by returning all or part of the loan money to us. Contact your servicer for guidance on how and where to return
your loan money.

You do not have to pay interest or the loan fee on the part of your loan that is cancelled or returned within the timeframes
described above. We will adjust your loan amount to eliminate any interest and loan fee that applies to the amount of the loan
that is cancelled or returned.

15. GRACE PERIOD
You will receive a 6-month grace period on repayment of each Direct Subsidized Loan and Direct Unsubsidized Loan that you
receive. Your 6-month grace period begins the day after you stop attending school or drop below half-time enrollment. You do
not have to begin making payments on your loan until after your grace period ends.

If you are called or ordered to active duty for more than 30 days from a reserve component of the U.S. Armed Forces, the period
of your active duty service and the time necessary for you to re-enroll in school after your active duty ends are not counted as
part of your grace period. However, the total period that is excluded from your grace period may not exceed three years. If the
call or order to active duty occurs while you are in school and requires you to drop below half-time enrollment, the start of your
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 6-month grace period at the end of the excluded period.
16. REPAYING YOUR LOAN
The repayment period for each Direct Subsidized Loan and Direct Unsubsidized Loan that you receive begins on the day after
your grace period ends. Your servicer will notify you of the date your first payment is due.
You must make payments on your loan even if you do not receive a bill or repayment notice.

You must repay all of your Direct Loans under the same repayment plan, unless you want to repay your loans under the
REPAYE Plan, the PAYE Plan, the IBR Plan, or the ICR Plan (see below) and you have other Direct Loans that do not qualify for
repayment under those plans. In that case, you may select the REPAYE, PAYE, IBR, or ICR plan for the loans that are eligible
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for repayment under those plans, and may select a different repayment plan for the loans that may not be repaid under the
REPAYE, PAYE, IBR, or ICR plan.

Your Direct Subsidized Loans and Direct Unsubsidized Loans can be repaid under one of the repayment plans listed below. We
will ask you to choose a repayment plan before your loans enter repayment. If you do not choose a repayment plan, we will
place you on the Standard Repayment Plan.
Standard Repayment Plan
Under the Standard Repayment Plan, you will make fixed monthly payments and repay your loan in full within 10 years (not
including periods of deferment or forbearance) from the date the loan entered repayment. Your payments must be at least $50 a
month ($600 a year) and will be more, if necessary, to repay the loan within the required time period.
Graduated Repayment Plan
Under the Graduated Repayment Plan, you will usually make lower payments at first, and your payments will gradually increase
over time. You will repay your loan in full within 10 years (not including periods of deferment or forbearance) from the date the
loan entered repayment. Your scheduled monthly payment must at least be equal to the amount of interest that accrues each
month. No single scheduled payment will be more than three times greater than any other payment.
Extended Repayment Plan
You are eligible for the Extended Repayment Plan only if (1) you have an outstanding balance on Direct Loans that exceeds
$30,000, and (2) you had no outstanding balance on a Direct Loan as of October 7, 1998 or on the date you obtained a Direct
Loan on or after October 7, 1998.
Under this plan, you will repay your loan in full over a period not to exceed 25 years (not including periods of deferment or
forbearance) from the date the loan entered repayment. You may choose to make fixed monthly payments or graduated monthly
payments that start out lower and gradually increase over time. If you make fixed monthly payments, your payments must be at
least $50 a month ($600 a year) and will be more, if necessary, to repay the loan within the required time period. If you make
graduated payments, your scheduled monthly payment must at least be equal to the amount of interest that accrues each
month. No single scheduled payment under the graduated option will be more than three times greater than any other payment.

Revised Pay As You Earn Repayment Plan (REPAYE Plan)
Under the REPAYE Plan, your monthly payment amount is generally 10% of your discretionary income. Discretionary income for
this plan is the difference between your adjusted gross income and 150% of the poverty guideline amount for your state of
residence and family size, divided by 12.

If you are married, the income used to determine your REPAYE Plan payment amount will generally be the combined income of
you and your spouse, regardless of whether you file a joint or separate federal income tax return.
While you are repaying under the REPAYE Plan, you must provide documentation of your income (and, if you are married, your
spouse's income) and certify your family size each year so that we may recalculate your payment amount.

Under the REPAYE Plan, if all of the loans you are repaying under the plan were obtained for undergraduate study, any
remaining loan amount will be forgiven after you have made the equivalent of 20 years of qualifying monthly payments over a
period of at least 20 years. If any of the loans you are repaying under the REPAYE Plan were obtained for graduate or
professional study, any remaining loan amount will be forgiven after you have made the equivalent of 25 years of qualifying
monthly payments over a period of at least 25 years. You may have to pay federal income tax on the loan amount that is
forgiven.
Pay As You Earn Repayment Plan (PAYE Plan)
Under the PAYE Plan, your monthly payment amount is generally 10% of your discretionary income. Discretionary income for
this plan is the difference between your adjusted gross income and 150% of the poverty guideline amount for your state of
residence and family size, divided by 12.
If you are married and file a joint federal income tax return, the income used to determine your PAYE Plan payment amount will
be the combined adjusted gross income of you and your spouse.

If you are married and file a separate federal income tax return from your spouse, only your individual adjusted gross income will
be used to determine your PAYE Plan payment amount.
The PAYE Plan is available only to new borrowers. You are a new borrower for the PAYE Plan if:

(1) You had no outstanding balance on a Direct Loan or a FFEL Program loan as of October 1, 2007, or you have no
outstanding balance on a Direct Loan or a FFEL Program loan when you obtain a new loan on or after October 1, 2007, and
(2) You receive a disbursement of a Direct Subsidized Loan, Direct Unsubsidized Loan, or student Direct PLUS Loan (a Direct
PLUS Loan made to a graduate or professional student) on or after October 1, 2011, or you receive a Direct Consolidation Loan
based on an application received on or after October 1, 2011. However, you are not considered to be a new borrower for the
PAYE Plan if the Direct Consolidation Loan you receive repays loans that would make you ineligible under part (1) of this
definition.

In addition to being a new borrower, to initially qualify for the PAYE Plan, the monthly amount you would be required to pay
under this plan, based on your income and family size, must be less than the amount you would have to pay under the Standard
Repayment Plan.
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If you are married and file a joint federal income tax return, the loan amount we use to determine whether you qualify for the
PAYE Plan will include your eligible loans and your spouse's eligible loans. If you are married and file a separate federal income
tax return from your spouse, the loan amount we use to determine whether you qualify for the PAYE Plan will include only your
eligible loans.

While you are repaying under the PAYE Plan, you must provide documentation of your income and certify your family size each
year so that we may recalculate your payment amount. If your income increases to the point that the amount you would have to
pay under the PAYE Plan based on your income is more than what you would have to pay under the Standard Repayment Plan,
you will remain on the PAYE Plan, but your monthly payment will no longer be based on your income. Instead, your monthly
payment will be what you would be required to pay under the Standard Repayment Plan.
Under the PAYE Plan, if your loan is not repaid in full after you have made the equivalent of 20 years of qualifying monthly
payments over a period of at least 20 years, any remaining loan amount will be forgiven. You may have to pay federal income
tax on the loan amount that is forgiven.

Income-Based Repayment Plan (IBR Plan)
Under the IBR Plan, your monthly payment amount is generally 15% (10% if you are a new borrower; see Note below) of your
discretionary income. Discretionary income for this plan is the difference between your adjusted gross income and 150% of the
poverty guideline amount for your state of residence and family size, divided by 12.

If you are married and file a joint federal income tax return, the income used to determine your IBR Plan payment amount will be
the combined adjusted gross income of you and your spouse.
If you are married and file a separate federal income tax return from your spouse, only your individual adjusted gross income will
be used to determine your IBR Plan payment amount.

To initially qualify for the IBR Plan, the monthly amount you would be required to pay under this plan, based on your income and
family size, must be less than the amount you would have to pay under the Standard Repayment Plan.
If you are married and file a joint federal income tax return, the loan amount we use to determine whether you qualify for the IBR
Plan will include your eligible loans and your spouse's eligible loans. If you are married and file a separate federal income tax
return from your spouse, the loan amount we use to determine whether you qualify for the IBR Plan will include only your eligible
loans.

While you are repaying under the IBR Plan, you must provide documentation of your income and certify your family size each
year so that we may recalculate your payment amount. If your income increases to the point that the amount you would have to
pay under the IBR Plan based on your income is more than what you would have to pay under the Standard Repayment Plan,
you will remain on the IBR Plan, but your monthly payment will no longer be based on your income. Instead, your monthly
payment will be what you would be required to pay under the Standard Repayment Plan.
Under the IBR Plan, if your loan is not repaid in full after you have made the equivalent of 25 years (20 years if you are a new
borrower) of qualifying monthly payments over a period of at least 25 years (20 years if you are a new borrower), any remaining
loan amount will be forgiven. You may have to pay federal income tax on the loan amount that is forgiven.

Note: You are a new borrower for the IBR Plan if you have no outstanding balance on a Direct Loan or a FFEL Program loan on
July 1, 2014, or if you have no outstanding balance on a Direct Loan or a FFEL Program loan on the date you obtain a Direct
Loan after July 1, 2014. Your servicer will determine whether you are a new borrower based on the information about your loans
in the U.S. Department of Education's National Student Loan Data System.
Income Contingent Repayment Plan (ICR Plan)
Under the ICR Plan, your monthly payment amount will be either 20% of your discretionary income or a percentage of what you
would repay under a Standard Repayment Plan with a 12-year repayment period, whichever is less. Discretionary income for
this plan is the difference between your adjusted gross income and the poverty guideline amount for your state of residence and
family size, divided by 12.
If you are married and file a joint federal income tax return, the income used to determine your ICR Plan payment amount will be
the combined adjusted gross income of you and your spouse. If you are married and file a separate federal income tax return
from your spouse, only your individual adjusted gross income will be used to determine your ICR Plan payment amount. Until we
obtain the information needed to calculate your monthly payment amount, your payment will equal the amount of interest that
accrues monthly on your loan unless you request a forbearance.

While you are repaying under the ICR Plan, you must provide documentation of your income and certify your family size each
year so that we may recalculate your payment amount.
Under the ICR Plan, if your loan is not repaid in full after you have made the equivalent of 25 years of qualifying monthly
payments over a period of at least 25 years, any remaining loan amount will be forgiven. You may have to pay federal income
tax on the loan amount that is forgiven.

Additional repayment plan information
Under each plan, the number or amount of payments may need to be adjusted to reflect capitalized interest and/or new loans
made to you.

If you can show to our satisfaction that the terms and conditions of the repayment plans described above are not adequate to
meet your exceptional circumstances, we may provide you with an alternative repayment plan.
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You can use the Repayment Estimator at StudentAid.gov/Repayment-Estimator to estimate your monthly and total payment
amounts under the different repayment plans and to evaluate your eligibility for the PAYE and IBR plans. The calculators are for
informational purposes only. Your servicer will make the official determination of your payment amount and, for the PAYE and
IBR plans, your eligibility for the plan.

You may change repayment plans at any time after you have begun repaying your loan. However, you may not change to a
different repayment plan that has a maximum repayment period of less than the number of years your loan has already been in
repayment, except that you may change to the REPAYE Plan, the PAYE Plan, the IBR Plan, or the ICR Plan at any time.
If you are making payments under any repayment plan other than the REPAYE Plan, the PAYE Plan, and the IBR Plan, we apply
your payments in the following order:

1. Late charges and collection costs,
2. Outstanding interest, and

3. Outstanding principal.
If you are making payments under the REPAYE Plan, the PAYE Plan, or the IBR Plan, we apply your payments in the following
order:

1. Outstanding interest,
2. Late charges and collection costs, and

3. Outstanding principal.
There is no penalty if you make loan payments before they are due, or pay more than the amount due each month
(prepayments). We apply any prepayments in accordance with the Act. Your servicer can provide more information about how
prepayments are applied.

When you have repaid a loan in full, your servicer will send you a notice telling you that you have paid off your loan. You should
keep this notice in a safe place.
17. TRANSFER OF LOAN
We may transfer the servicing of one or all of your loans to another servicer. If there is a change in the address to which you
must send payments or direct communications, we will notify you of the new servicer's name, address and telephone number,
the effective date of the transfer, and the date when you must begin sending payments or directing communications to that
servicer. Transfer of a loan to a different servicer does not affect your rights and responsibilities under that loan.
18. LATE CHARGES AND COLLECTION COSTS
If you do not make any part of a payment within 30 days after it is due, we may require you to pay a late charge. This charge will
not be more than six cents for each dollar of each late payment. If you do not make payments as scheduled, we may also
require you to pay other charges and fees involved in collecting your loan.
19. DEMAND FOR IMMEDIATE REPAYMENT 

The entire unpaid amount of your loan becomes due and payable (this is called "acceleration") if you: 
Receive loan money, but do not begin attendance in any classes at the school that determined you were eligible to
receive the loan;
Use your loan money to pay for anything other than expenses related to your education at the school that determined you
were eligible to receive the loan;
Make a false statement that causes you to receive a loan that you are not eligible to receive; or
Default on your loan.

20. DEFAULTING ON YOUR LOAN
Default (failing to repay your loan) is defined in detail in the Terms and Conditions section of your MPN. If you default:

We will require you to immediately repay the entire unpaid amount of your loan.
We may sue you, take all or part of your federal and state tax refunds and other federal or state payments, and/or garnish
your wages so that your employer is required to send us part of your salary to pay off your loan.
We will require you to pay reasonable collection fees and costs, plus court costs and attorney fees.
You will lose eligibility for other federal student aid and assistance under most federal benefit programs.
You will lose eligibility for loan deferments.
We will report your default to nationwide consumer reporting agencies (see Item 21). This will harm your credit history
and may make it difficult for you to obtain credit cards, home or car loans, or other forms of consumer credit.

If you default on your loan, you will not be charged collection costs if you respond within 60 days to the initial notice of default
that we send to you, and you enter into a repayment agreement with us, including a loan rehabilitation agreement, and fulfill that
agreement.

21. CONSUMER REPORTING AGENCY NOTIFICATION
We will report information about your loan to nationwide consumer reporting agencies (commonly known as "credit bureaus") on
a regular basis. This information will include the disbursement dates, amount, and repayment status of your loan (for example,

http://www.studentaid.gov/Repayment-Estimator
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whether you are current or delinquent in making payments). Your loan will be identified as an education loan.

If you default on a loan, we will report this to nationwide consumer reporting agencies. We will notify you at least 30 days in
advance that we plan to report default information to a consumer reporting agency unless you resume making payments on the
loan within 30 days of the date of the notice. You will be given a chance to ask for a review of the debt before we report it.
If a consumer reporting agency contacts us regarding objections you have raised about the accuracy or completeness of any
information we have reported, we are required to provide the agency with a prompt response. 

22. DEFERMENT AND FORBEARANCE (POSTPONING PAYMENTS)
General
If you meet certain requirements, you may receive a deferment that allows you to temporarily stop making payments on your
loan. If you cannot make your scheduled loan payments, but do not qualify for a deferment, we may give you a forbearance. A
forbearance allows you to temporarily stop making payments on your loan, temporarily make smaller payments, or extend the
time for making payments.
Deferment
You may receive a deferment:

While you are enrolled at least half-time at an eligible school;
While you are in a full-time course of study in a graduate fellowship program;
While you are in an approved full-time rehabilitation program for individuals with disabilities;
While you are unemployed (for a maximum of three years; you must be diligently seeking, but unable to find, full-time
employment);
While you are experiencing an economic hardship (including Peace Corps service), as defined in the Act (for a maximum
of three years);
While you are serving on active duty during a war or other military operation or national emergency or performing
qualifying National Guard duty during a war or other military operation or national emergency and, if you were serving on
or after October 1, 2007, for an additional 180-day period following the demobilization date for your qualifying service; or
If you are a member of the National Guard or other reserve component of the U.S. Armed Forces (current or retired) and
you are called or ordered to active duty while you are enrolled at least half-time at an eligible school or within 6 months of
having been enrolled at least half-time, during the 13 months following the conclusion of your active duty service, or until
you return to enrolled student status on at least a half-time basis, whichever is earlier.

You may be eligible to receive additional deferments if, at the time you received your first Direct Loan, you had an outstanding
balance on a loan made under the FFEL Program before July 1, 1993. If you meet this requirement, contact your servicer for
information about additional deferments that may be available.
You may receive a deferment based on your enrollment in school on at least a half-time basis if:

You submit a deferment request to your servicer along with documentation of your eligibility for the deferment, or
Your servicer receives information from the school you are attending that indicates you are enrolled at least half-time.

If your servicer 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
to your servicer, along with documentation of your eligibility for the deferment. In certain circumstances, you may not be required
to provide documentation of your eligibility if your servicer confirms that you have been granted the same deferment for the
same period of time on a FFEL Program loan. Your servicer 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 your servicer'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, except as explained in
Item 10 of this Borrower's Rights and Responsibilities Statement. 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, financial hardship and illness.
We will give you a forbearance if:

You are serving in a medical or dental internship or residency program, and you meet specific requirements;
The total amount you owe each month for all of the student loans you received under Title IV of the Act (Direct Loan
Program loans, FFEL Program loans, and Federal Perkins Loans) is 20% or more of your total monthly gross income (for
a maximum of three years);
You are serving in a national service position for which you receive a national service education award under the National
and Community Service Trust Act of 1993. In some cases, the interest that accrues on a qualified loan during the service
period will be paid by the Corporation for National and Community Service;
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You are performing service that would qualify you for loan forgiveness under the Teacher Loan Forgiveness program that
is available to certain Direct Loan and FFEL program borrowers;
You qualify for partial repayment of your loans under a student loan repayment program administered by the Department
of Defense; or
You are called to active duty in the U.S. Armed Forces.

To request a forbearance, contact your servicer. Your servicer can explain the eligibility and documentation requirements for the
type of forbearance you are requesting. You may also obtain information on forbearance eligibility requirements from your
servicer's web site.
Under certain circumstances, we may also give you a forbearance without requiring you to submit a request or documentation.
These circumstances include, but are not limited to, the following:

Periods necessary for us to determine your eligibility for a loan discharge;
A period of up to 60 days in order for us to collect and process documentation related to your request for a deferment,
forbearance, change in repayment plan, or consolidation loan (we do not capitalize the interest that is charged during this
period); or
Periods when you are involved in a military mobilization, or a local or national emergency.

You are responsible for paying the interest on both Direct Subsidized Loans and Direct Unsubsidized Loans during a period of
forbearance.

23. DISCHARGE (HAVING YOUR LOAN FORGIVEN)
Death, bankruptcy, and total and permanent disability
We will discharge (forgive) your loan if:

You die. Your servicer must receive acceptable documentation (as defined in the Act) of your death.
Your loan is discharged in bankruptcy after you have proven to the bankruptcy court that repaying the loan would cause
undue hardship. Direct Loans are not automatically discharged if you file for bankruptcy.
You become totally and permanently disabled (as defined in the Act) and meet certain other requirements.

School closure, false certification, identity theft, and unpaid refund
In certain cases, we may also discharge all or a portion of your loan if:

You could not complete a program of study because the school closed;
Your loan eligibility was falsely certified by the school;
A loan in your name was falsely certified as a result of a crime of identity theft; or
The school did not pay a refund of your loan money that it was required to pay under federal regulations.

Teacher Loan Forgiveness 
We may forgive a portion of eligible student loans you received under the Direct Loan or FFEL program after October 1, 1998 if
you:

Teach full time for five consecutive years in certain low-income elementary or secondary schools, or for certain low-
income educational service agencies;
Meet certain other qualifications; and
Did not owe a Direct Loan or FFEL program loan as of October 1, 1998, or as of the date you obtain a loan after October
1, 1998.

Public Service Loan Forgiveness 

A Public Service Loan Forgiveness (PSLF) program is also available. Under this program, we will forgive the remaining balance
due on your eligible Direct Loan Program loans after you have made 120 payments on those loans (after October 1, 2007)
under certain repayment plans while you are employed full-time in certain public service jobs. The required 120 payments do not
have to be consecutive. Qualifying repayment plans include the REPAYE Plan, the PAYE Plan, the IBR Plan, the ICR Plan, and
the Standard Repayment Plan with a 10-year repayment period.
Note: Although the Standard Repayment Plan with a 10-year repayment period is a qualifying repayment plan for PSLF, to
receive any loan forgiveness under this program you must make the majority of the required 120 payments under the REPAYE
Plan, the PAYE Plan, the IBR Plan, or the ICR Plan.

Additional loan discharge information
The Act may provide for certain loan forgiveness or repayment benefits on your loans in addition to the benefits described
above.

For a discharge based on your death, a family member must contact your loan servicer. To request a loan discharge based on
one of the other conditions described above (except for a discharge due to bankruptcy), you must complete an application. Your
servicer can tell you how to apply.
In some cases, you may assert, under applicable law and regulations, a defense against repayment of your loan on the basis
that the school did something wrong or failed to do something that it should have done. You can make such a defense against
repayment only if the school's act or omission directly relates to your loan or to the educational services that the loan was
intended to pay for. If you believe that you have a defense against repayment of your loan, contact your servicer.
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We do not guarantee the quality of the academic programs provided by schools that participate in federal student financial aid
programs. You must repay your loan even if you do not complete the education paid for with the loan, are unable to obtain
employment in the field of study for which the school provided training, or are dissatisfied with, or do not receive, the education
you paid for with the loan.  

24. LOAN CONSOLIDATION
A Direct Consolidation Loan Program is available that allows you to consolidate one or more of your eligible federal education
loans into a new loan with a single monthly payment, and may allow you to extend the period of time that you have to repay your
loans. This may make it easier for you to repay your loans. However, you will pay more interest if you extend your repayment
period through consolidation, since you will be making payments for a longer period of time. Contact your servicer for more
information about loan consolidation.

25. DEPARTMENT OF DEFENSE AND OTHER FEDERAL AGENCY LOAN REPAYMENT
Under certain circumstances, military personnel may have their federal education loans repaid by the Secretary of Defense. This
benefit is offered as part of a recruitment program that does not apply to individuals based on their previous military service or to
those who are not eligible for enlistment in the U.S. Armed Forces. For more information, contact your local military service
recruitment office.

Other agencies of the federal government may also offer student loan repayment programs as an incentive to recruit and retain
employees. Contact the agency's human resources department for more information.
26. AMERICORPS PROGRAM EDUCATION AWARDS
Under the National and Community Service Act of 1990, you may receive an education award that can be used to repay a Direct
Subsidized Loan or Direct Unsubsidized Loan if you successfully complete a term of service in an AmeriCorps program. For
more information, contact an official of your program. 
 
 
END OF BORROWER'S RIGHTS AND RESPONSIBILITIES STATEMENT

INSTRUCTIONS 
MASTER PROMISSORY NOTE FOR DIRECT SUBSIDIZED LOANS AND DIRECT UNSUBSIDIZED LOANS

GENERAL INSTRUCTIONS AND INFORMATION

Type or print using blue or black ink. Do not use pencil. Enter all dates as month-day-year (mm-dd-yyyy). Use only numbers.
Example: January 31, 2017 = 01-31-2017.

Throughout the Master Promissory Note (MPN) and the accompanying Borrower's Rights and Responsibilities Statement, the
words "we," "us," "our" and "ED" refer to the U.S. Department of Education.
 

BORROWER INFORMATION

Note: Some of the items in this section may have been completed for you. If so, review these items carefully to make sure that
the information is correct. Cross out any information that is incorrect and enter the correct information. Put your initials next to
any information that you change.
Item 1. Enter your first name, then your middle initial and last name. Enter your permanent address (number, street, apartment
number, or rural route number and box number, then city, state, zip code). If your mailing address is different from your
permanent address, you must list both addresses. A temporary school address is not acceptable.

Item 2. Enter your nine-digit Social Security Number.
Item 3. Enter your date of birth.

Item 4. Enter the two-letter abbreviation for the state that issued your current driver's license, followed by your driver's license
number. If you do not have a driver's license, enter N/A.
Item 5. Enter your preferred email address for receiving communications. You are not required to provide this information. If you
do, we may use your email address to communicate with you. If you do not have an email address or do not wish to provide
one, enter N/A.

Item 6. Enter the area code and telephone number at which you can most easily be reached. If you do not have a telephone,
enter N/A.
REFERENCE INFORMATION

Items 7 and 8. Enter the requested information for two adults with different U.S. addresses who have known you for at least
three years and who will know how to contact you in the future. The first reference should be a parent or legal guardian.
References who live outside the United States are not acceptable. Providing an email address for a reference is optional. If you
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provide an email address for a reference, we may use it to communicate with the reference. If a reference does not have a
telephone number or email address, or does not wish to provide an email address, enter N/A.

 
SCHOOL INFORMATION

This section will be completed by the school that determines your eligibility to receive the loan.

 
BORROWER REQUEST, CERTIFICATIONS, AUTHORIZATIONS, AND UNDERSTANDINGS

Top of Page 2. Enter your name and Social Security Number.

Items 12, 13, 14, and 15. Read these items carefully.
 

PROMISE TO PAY

Items 16, 17, 18, and 19. Read these items carefully.
Items 20 and 21. Sign your full legal name, in blue or black ink, and enter the date you signed this MPN.

By signing this MPN, you (1) acknowledge that you have read, understand, and agree to the terms and conditions of the MPN,
including the Borrower Request, Certifications, Authorizations, and Understandings and the accompanying Borrower's Rights
and Responsibilities Statement; and (2) agree to repay in full all loans made under this MPN according to the terms and
conditions of the MPN.



 

 

What kinds of federal student loans are available? 
The interest rates shown are fixed rates for the life of the loan. 

Federal Loan 
Program 

Program Details  

(subject to change) 

Maximum Annual Award  

(subject to change) 

Direct 
Subsidized 
Loan 

 For undergraduate students who have financial need 

 For loans first disbursed on or after July 1, 2017, and 
before July 1, 2018, interest rate is 4.45% 

 You’re not usually charged interest on the loan 
during certain periods 

 The U.S. Department of Education (ED) is the 
lender; payment is owed to ED 

Up to $5,500 depending on 
grade level and dependency 
status* 

For total lifetime limit, go to 
StudentAid.gov/sub-unsub 

Direct 
Unsubsidized 
Loan 

 For undergraduate, graduate, and professional 
degree students; financial need is not required 

 For loans first disbursed on or after July 1, 2017, and 
before July 1, 2018: 
o 4.45% interest rate for loans made to 

undergraduate students, and 
o 6% interest rate for loans made to graduate and 

professional degree students 

 You’re responsible for interest during all periods 

 ED is the lender; payment is owed to ED 

Up to $20,500 (less any 
subsidized amounts received 
for same period) depending 
on grade level and 
dependency status* 

For total lifetime limit, go to 
StudentAid.gov/sub-unsub 

Direct PLUS 
Loan 

 For parents of dependent undergraduate students 
who are borrowing money to pay for their child’s 
education, and for graduate or professional degree 
students; financial need is not required 

 For loans first disbursed on or after July 1, 2017, and 
before July 1, 2018, interest rate is 7% 

 Borrower must not have adverse credit**  

 ED is the lender; payment is owed to ED 

Maximum amount is cost of 
attendance minus any other 
financial aid student receives 

Federal Perkins 
Loan 

 For undergraduate, graduate, and professional 
degree students 

 Eligibility depends on your financial need and 
availability of funds at your school; contact your 
school’s financial aid office about eligibility 

 Interest rate is 5% 

 Your school is the lender; payment is owed to the 
school that made the loan 

Undergraduate students: 
$5,500; graduate and 
professional degree students: 
$8,000 

Total lifetime limit may not 
exceed $27,500 for 
undergraduates and $60,000 
for graduate students 
(including amounts borrowed 
as an undergraduate) 

*Learn about dependency status at StudentAid.gov/dependency. 
**Learn about PLUS loans and adverse credit at StudentAid.gov/plus. 

Note: Find interest rates on loans disbursed before July 1, 2017, at StudentAid.gov/interest. 

For more information on loans, visit StudentAid.gov/loans. Find this fact sheet at 
StudentAid.gov/resources#loan-programs. 

September 2017 



 1 

 

STUDENT LOAN COLLECTIONS 

 

Lynda L. Laing 

 

COLLECTION OF FEDERAL STUDENT LOANS  

One of the important ways that federal student loans differ from private loans is 

the way federal student loans are collected. While the collection of private education 

loans is governed by consumer loan collections activities federal student loan collection 

is based on U.S. Department of Education (ED) regulations. 

DEFAULT 
 With the exception of Perkins Loans default follows in most types of federal 

student loans after a period of delinquency. Under Perkins Loans a borrower is 

considered in default when he or she misses a single installment payment. The guaranty 

agency of a federal student loan is required to make certain efforts to inform the borrower 

of their delinquency and inform the borrower of how to avoid default. The timetable for 

and the frequency by which a federal loan guarantor must make this contact with a 

delinquent borrower varies depending on the type of loan at issue.  

 Once a loan has entered default the payment period for the loan is extended 

causing the loan to become more expensive due to an increased period of interest accrual. 

Further, default can result in collections, fees, and penalties being assessed against the 

defaulting borrower.  

 
COLLECTION COSTS  
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 The government or a guaranty agency may assess “reasonable collection costs” 

against a borrower who defaults on a FFEL loan.  For collection efforts by the 

government and guaranty agencies, reasonable collection costs means actual costs 

incurred in collection. When a Private Collection Agency (“PCA”) collects a loan for the 

government or a guaranty agency, the costs charged are based on a formula set by a 

regulation that is designed to estimate the average cost of PCA student loan collection. 

Collection costs are calculated based only on principal and interest, and not fees. 

Payments to guaranty agencies are applied first to the agency's costs in collecting that 

amount, then to “other incidental charges” like late fees, and finally to accrued interest 

and principal.  

 For Perkins Loans, each school is required to weigh against borrowers “all 

reasonable costs incurred by the school with regard to a loan obligation.” This amount 

must be based on either actual costs for the borrower's loan or average costs “for similar 

actions taken to collect loans in similar stages of delinquency.”  Collections are capped at 

30% of principal, interest, and late charges collected for first collection efforts and 40% 

of principal, interest, and late charges for subsequent collection efforts, including 

litigation. Court costs can also be charged but do not count toward the 40% cap. In some 

cases, a school may waive some or all collection costs according to the terms of a 

repayment agreement.  

COLLECTION PROCEDURES 
 

 Loan servicers have both non-judicial and judicial means of collection at their 

disposal in order to collect loans that are in default. The four non-judicial collection 
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procedures are administrative wage garnishment, federal employee salary offsets, federal 

income tax refund offsets, and offsets to federal benefits.  

I. NON-JUDICIAL  
 Administrative wage garnishment occurs as a result of a borrower’s default on a 

federal loan and is capped at 15% of the borrower’s disposable income.  The government 

receives it authority to garnish the wages of borrower’s that default on federal loans 

through the Debt Collection Improvement Act of 1996 (DCIA). While guaranty agencies 

receive their authority under the Higher Education Act of 1965 (HEA).  

 Much of the DCIA and the HEA are identical.  Both statutes cap garnishment at 

15% of the borrower's disposable pay as stated above. Further, each statute requires 

written notice to the borrower thirty days before the start of garnishment as well as an 

opportunity for a hearing, at which he or she may contest the existence, amount, or 

enforceability of the debt or the terms of any applicable repayment schedule.  Moreover, 

both statutes require that the would-be garnishor provide the borrower an opportunity to 

agree to a written repayment agreement “under terms agreeable to” the lender in order to 

avoid garnishment.  Borrowers may request a hearing to contest administrative 

garnishment at any time. However, garnishment will not be postponed pending the 

hearing unless the borrower's request is timely.  

 When the defaulting borrower is a federal employee rather than garnishing itself 

the government will reduce the federal employee’s salary by up to 15% of his or her 

disposable pay.  Otherwise the process is much the same as an administrative wage 

garnishment. This process is referred to as a federal employee salary offset.  

 Federal income tax refund offsets are another remedy at the disposal of the 

government or guaranty agency. Prior to a federal income tax refund offset taking place 
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the government or guaranty agency must send written notice to the defaulting borrower 

informing the borrower of the debt and proceedings being brought against him or her.  

Further, the borrower must be informed of their right to fight the tax refund offset if they 

so wish or to enter into a repayment plan to avoid the said offset.  

 When a borrower owes money to the federal government but is also receiving 

benefits from the federal government the government may be entitled to an offset. The 

offset is limited to the lesser of (1) the amount of the debt, including interest, penalties, 

and administrative costs, (2) 15% of the monthly benefit, and (3) the amount by which 

the monthly benefits exceed $750.  Certain government benefits cannot be offset however 

including veterans' benefits, Tier 2 Railroad Retirement benefits, and payments under 

federal worker compensation programs. The notification proceedings for offsets to 

federal benefits are similar to the notification required to offset a federal tax refund. The 

Supreme Court upheld the government’s authority to offset a borrower’s student loan 

debt through the borrower’s social security benefits in See Robert C. Cloud, Offsetting 

Social Security Benefits to Repay Student Loans: Pay Us Now or Pay Us Later, 208 Ed. 

Law Rep. 11, 18 (2006). Prior to the Court’s decision there was confusion as to whether 

Congress had intended to protect federal student loan borrowers with a ten-year statute of 

limitations in the Debt Collections Act of 1996 or had merely left the language in the law 

in error.   

II. JUDICIAL 
 

 Although the government and guaranty agencies have the aforementioned non-

judicial remedies for debt collection at their disposal many lawsuits are filed each year to 



 5 

collect federal student loan debt. Between 2008 and 2012 15,000 suits were brought in 

federal courts to collect federal student loan debt.  

 To access judicial collection procedures like execution and garnishment, the 

creditor must convert its debt to a judgment. The government or guaranty agency does 

this by filing a lawsuit against the borrower. At this stage, the borrower may resort to 

state law defenses available to any other contract defendant, except those preempted by 

federal statute. Private loans also would fall into this category for judicial collections.  No 

non-judicial remedies are available for private loans. 

DEFENSES 
 

 Two common defenses in contracts claims have been either preempted or almost 

entirely preempted from federal student loan debt defendants. A defaulting borrower may 

not use a statute of limitations defense to prevent any federal student loan holder from 

seeking a judgment against them. Further, the courts have largely dismissed a defense of 

laches as a valid defense to federal student loan debt collection.  

CONCLUSION 
 Federal student loans are one of the two major categories of higher education 

loans in the U.S. today. Private student loans account for $165 billion owed, which pales 

in comparison to the over $1 Trillion owed on federal student loans. Given the 

exceedingly large amount of money owed to the government in student loan debt the 

collection process on defaulting student loans is incredibly important.   
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Wrestling With Ethical Dilemmas:   

We Have Met the Enemy… 
 

1.25 Hour Agenda 
 

10:45 Professional Wrestling is Real: Juggling the Manifold Demands on 

Your Time & Energy 

• Win Win, Scene 1: “Hey, you okay?” 

   

11:00  Knowing When You’re Outmatched:  The Interplay of Stress, 

Mental Health, and Ethical Dilemmas 

• Win Win, Scene 2: “What are you so stressed about?” 

 

11:20 Strengthening Your Core: The Importance of Working Out Your 

Core Values 

• Win Win, Scene 3: “Did we win?” 

 

11:45 We Have Met the Enemy, and He is Us: Practical Steps to 

Maintaining Your Ethics Before You Go Down for the Count 

 

12:00  Adjourn 

1
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Win Win, Scene 2—“What are you so stressed about?” 

 

Discussion Questions 
 

 

1. What does Mike say triggered his panic attack? What are some of the other 

underlying factors that may have led to his panic attack?  

 

 

 

 

2. What do you think about his choice to withhold his concerns from his wife? 

Why did he make that choice? 

 

 

 

 

3. What good choices has he made so far? What are some things he could have 

done differently? 

 

 

 

 

4. Discuss Mike’s reaction to the idea of supplementing his income. In what 

ways, if any, can you relate to his sentiments? How could his beliefs about 

himself and his legal practice be impacting his thought process on this 

subject? 

 

 

 

For Further Reflection: Can you relate to the stressors that Mike describes in this 

scene? What sources of stress do you frequently encounter?  

 

What do you do to relax, in general, or in times of higher stress? Is it effective? 
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Win Win, Scene 3—“Did we win?” 

 

Discussion Questions 
 

1. The beginning of this scene shows Mike trying to address his slowdown in 

work. How does he feel once his colleague calls him back and tells him he 

has no overflow work?  Where does his mind go from there?   

 

 

 

2. What thoughts are going through Mike’s mind as he appears in court?   

 

 

 

3. What ethical rules does Mike violate in his interactions with (a) the judge, 

(b) opposing counsel, and (c) his client, Leo Poplar?  How are they 

problematic, both ethically and in practical terms?   

 

 

 

4. How do you think Mike rationalizes his conduct, in spite of how unethical it 

is for an attorney?  How do you think he actually feels about it? 

 

 

 

5. From all that you have seen, what things in Mike’s life do you think are 

most important to him?  How are his values now in conflict? 

 

 

 

For Further Reflection: What drew you to the practice of law in the first place?  

 

What are your “core values”?   What do you feel like you need or must have to be 

happy?  What things in your life are too important to lose? 
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Win Win, Scene 4—“What’s your play?” 

 

Discussion Questions 
 

 

1. Mike says he is in a “tough position” during the initial meeting with Cindy 

and her lawyer. What thoughts are going through his mind now?  

 

 

 

2. Under the ABA Model Rules of Professional Conduct, what alternatives 

does Mike have now? What kinds of (a) disciplinary consequences or (b) 

practical complications might follow from each of them? 

 

 

 

3. What factors are influencing Mike’s decision-making process at this point?  

 

 

 

4. Mike’s friend refers to him as a “pillar of the community.” How might this 

role be affecting his decision-making? 

 

 

5. What do you think about Mike’s “play,” telling Cindy that she has been 

disinherited? What provisions of the RPC may he have violated now? Why 

did he take this approach? How do you think her initial response could 

impact his future choices? 

 

 

For Further Reflection:  

Think of a time when you were on the horns of an ethical dilemma. How did you 

respond?  What did you do that was helpful?  What do you now, in hindsight, wish 

you could have done differently? 
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Going to the Mat: Practical Steps to Maintaining Your Ethical 

Commitments--Before You Go Down for the Count 
 

 

• Strive for Self-Awareness.  It is beneficial—in fact necessary—for 

attorneys to pay attention to the sources of stress, fear, pressure, or 

compulsions that affect our decision-making.  Consider: 

 

o What are the warning signs that I am under stress, pressure, anxiety or fear?  

What do I do with these emotions or sensations when I realize that they are 

at work?  Is there anyone helpful I can talk to about it? 

 

o Which sources of stress are legitimate, and to be expected in my practice?  

Which ones can I do something about, and how?   

 

o How do I maintain my sense of ethics, integrity, and presence of mind, in the 

face of ordinary stress?  What about in the face of extraordinary stress? 

 

 

• Recognize the cumulative impact of everyday choices: Unethical behavior 

does not usually “appear” out of the blue. Mike Flaherty made a number 

of bad decisions, any one of which could have been made differently with 

less disastrous consequences. The road to unethical and/or unprofessional 

conduct is made up of many small, incremental decisions over time, rather 

than one or two monumental choices.  

 

o Be rigorously ethical with the “small things,” even when you are tempted to 

think “no one will know,” or “no harm, no foul.” 

 

o A good rule of thumb is to “DO WHAT’S HARDER WHEN IT’S 

EASIER”- Untangling one lie or mistake is ultimately simpler than building 

a house of cards--only to see it fall. 
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• Don’t try to fly solo:  Isolation can increase stress, and robs us of valuable 

resources that may be available to deal with it well.  Mike Flaherty did well 

to consult his doctor, and he did at least speak with Terry about his 

situation with Leo, Cindy, and Kyle. But when he was considering the 

course of action he took, he did not appear to consult with another attorney 

regarding his available options or the potential consequences of his actions. 

o Find a colleague or mentor that you can trust and ask for feedback on your 

situation. What are you doing, if anything, that might be making things 

worse?  What could you be doing differently?  What are you doing well? 

o If you are in a small firm or solo practice, form connections with other 

similarly situated practitioners, perhaps though a Bar committee or practice 

section. 

o Leverage the resources available from your local or state bar. 

o It may also be helpful to talk about your practice with someone outside the 

legal world as well. A friend, spouse, mentor, spiritual advisor, or counselor 

may see relational dynamics at work that we lawyers assume are just to be 

expected, but in fact may be part of the problem.  

 

 

• Maintain a healthy perspective:  What we desire (or expect, or demand) 

from the practice of law, or from our lives, will have a big impact on how 

we act, and the kind of person each of us becomes.  It takes some reflection 

to discern what one is really aiming for in a given situation.  It may be 

beneficial to ask yourself the following questions: 

 

o What am I living for? Why do I get up every morning and do what I do? 

Why am I in the practice of law in the first place? What is my definition of 

“happiness?” 

 

o What are my real “core values”?  What principle, or object, or goal, is so 

important in my life that, when I fear losing it, I am more liable to lose my 

ethical moorings?  (What do I spend extra time or money on, when I have it?  
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Or, when I find myself getting angry, what is it that I am wanting but not 

getting, or what is it that I am afraid of losing?) 

 

o What do I truly need to be happy, fulfilled, or OK with myself? What overall 

goal or purpose is informing--or even dictating--my choices? Is it money, 

status, comfort, a sense of control, approval in relationships, or something 

more?  

 

 

• Find, or help create, a healthy work culture:  Mistakes will happen in the 

practice of law, as in life. The culture of a law office is determined in part 

by the reactions to those mistakes. You can’t address what you don’t know, 

and you won’t know what folks are afraid to tell you, often until it is too 

late. Which of the following sounds more like your workplace? Which 

would you prefer? What can you do to bring about that climate? 

 

o Are errors viewed as monumental, frequently blown out of proportion, or 

otherwise handled in a way that is undignifying? Are those who fail shamed, 

privately or publicly?  Do folks know that they’d better “toe the line,” and 

fear the repercussions when they don’t? 

 

o Or are mistakes accepted and understood as a challenge that can be met?  

When people (inevitably) make mistakes, are they given support, 

constructive feedback, and opportunities for improvement? 
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Wrestling With Ethical Dilemmas: 

We Have Met the Enemy… 

 
Getting Into Shape 

 

1. When I feel stress, I can tell because: 

________________________________________________________________________

________________________________________________________________________ 

________________________________________________________________________ 

 

2. The situations/tasks/people that are most likely to cause me stress include: 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________ 

 

3. The three things most important to me in life are: 

________________________________________________________________________

________________________________________________________________________ 

________________________________________________________________________ 

 

How does my current allocation of time, money, and energy match up to these most 

important parts of my life? 

________________________________________________________________________

________________________________________________________________________

________________________________________________________________________ 

 

4. Given my personality, current employment, and type of practice, I am most vulnerable to 

compromising my ethical principles for the sake of:  

________________________________________________________________________

________________________________________________________________________ 

 

5. In a typical week, how often do I take time to care for my mental well being (e.g., 

exercise, reading for pleasure, socializing, arts & entertainment, spiritual/religious 

activities, hobbies)?  Is this enough? 

________________________________________________________________________

________________________________________________________________________ 

 

6. One thing I may need to change about my life or my practice based on what we have 

discussed today is: 

________________________________________________________________________ 

________________________________________________________________________ 
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APPENDIX I 

 

Selected ABA Model Rules of Professional Conduct1 

Implicated by Mike Flaherty’s Actions 

 

Rule 1.1 - Competence 

A lawyer shall provide competent representation to a client. Competent representation requires 

the legal knowledge, skill, thoroughness and preparation reasonably necessary for the 

representation.  

Application:  When questioned by his wife about serving as a guardian of the 

person, Mike Flaherty admitted that he had never done so before. This may raise 

a flag, at least, with regard to whether he was appropriately mindful of the 

potential conflicts of interest that would arise if he took on the role of guardian  

 

Rule 1.2 - Scope of Representation 

Rule 1.2 Scope of Representation and Allocation of Authority Between Client And Lawyer 

(a) Subject to paragraphs (c) and (d), a lawyer shall abide by a client's decisions concerning the 

objectives of representation and, as required by Rule 1.4, shall consult with the client as to the 

means by which they are to be pursued. A lawyer may take such action on behalf of the client as 

is impliedly authorized to carry out the representation. A lawyer shall abide by a client's decision 

whether to settle a matter. In a criminal case, the lawyer shall abide by the client's decision, after 

consultation with the lawyer, as to a plea to be entered, whether to waive jury trial and whether 

the client will testify.  

Application:  Mike knew that Leo Poplar wished to stay in his home, with 

appropriate in home care, and even represented that to the court; however, he 

then deliberately overrode his client’s stated desire, and placed him in a nursing 

home. 

 

                                                 
1 The Rhode Island Rules of Professional Conduct generally follow the language of the ABA Model Rules.  Where 

significant differences exist, we will highlight them and discuss any additional applications that follow.  
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Rule 1.4 - Communication 

(a)  A lawyer shall: 

(1) promptly inform the client of any decision or circumstance with respect to which the 

client's informed consent, as defined in Rule 1.0(e), is required by these Rules; 

(2) reasonably consult with the client about the means by which the client's objectives are 

to be accomplished; 

(3) keep the client reasonably informed about the status of the matter; 

(4) promptly comply with reasonable requests for information; and 

(5) consult with the client about any relevant limitation on the lawyer's conduct when the 

lawyer knows that the client expects assistance not permitted by the Rules of Professional 

Conduct or other law. 

(b)  A lawyer shall explain a matter to the extent reasonably necessary to permit the client to 

make informed decisions regarding the representation. 

Rhode Island adds: 

(c) When a lawyer has not regularly represented a client and has reason to believe that the 

client does not fully understand the nature of the attorney-client relationship and the 

expectations and obligations arising out of that relationship, the lawyer shall take reasonable 

steps to inform the client of the nature of the attorney-client relationship before the 

representation is undertaken. Such disclosure should include what the lawyer expects of the 

client and what the client can expect from the lawyer. A lawyer may make such disclosure by 

providing the client with a copy of the statement of client's rights and responsibilities 

contained in Appendix 2 to these rules, or in any other manner sufficient to provide the client 

with a clear understanding of what services will be rendered by the lawyer and what the 

client's responsibilities are in order that the services can be performed effectively 

Application:  Mike utterly failed to keep Leo adequately informed about the 

judge’s ruling, or the representations that he made to the court in order to 

procure it.  He certainly did not discuss with Leo that Mike would be paid by 

Leo’s estate, ostensibly for his services as guardian.  Leo’s competency was 

questionable, but it did not appear that he had lost all capacity to comprehend the 

nature of the proceedings. Mike failed to discuss alternative arrangements that 

could have been made for Leo to stay in his home, given his apparently 
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substantial financial resources. Also, Mike did not seem to keep Leo at all 

informed about the subsequent conversations with Cindy, nor the deal that he 

later proposed to get her to back off of her potential claims. 

Were Mike practicing in Rhode Island, he would also need to be cognizant of his 

obligations under RIRPC Rule 1.4 (c). It does not appear that Leo has been a 

longtime client for Mike, as Mike was appointed as his counsel, and (as we learn 

later in the film) Leo has a will that Mike did not prepare. Mike would have ample 

“reason to believe that the client does not fully understand the nature of the 

attorney-client relationship and the expectations and obligations arising out of 

that relationship,” just based on Leo’s demeanor and his having recently been 

declared incompetent. Accordingly, we has also violated this rule by not taking 

reasonable steps ot inform Leo of how the relationship would work, and what his 

duties are as lawyer vs. his duties as guardian. 

 

Rule 1.6 - Confidentiality of Information (Rhode Island) 

(a) A lawyer shall not reveal information relating to the representation of a client unless 

the client gives informed consent, except for disclosures that are impliedly authorized in 

order to carry out the representation, except as stated in paragraph (b). 

 

(b) A lawyer may reveal information relating to the representation of a client to the extent 

the lawyer reasonably believes necessary: 

  

   *  *  * 

 

(2) to establish a claim or defense on behalf of the lawyer in a controversy 

between the lawyer and the client, to establish a defense to a criminal charge or 

civil claim against the lawyer based upon conduct in which the client was 

involved, or to respond to allegations in any proceeding concerning the lawyer's 

representation of the client;  

 

(3) to secure legal advice about the lawyer's compliance with these Rules; 

 

(4) to comply with other law or a court order… 

 

(c)  A lawyer shall make reasonable efforts to prevent the inadvertent or unauthorized 

disclosure of, or unauthorized access to, information relating to the representation of a 

client. 
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Application:  Mike Flaherty may have revealed his client’s confidences to his 

friend Terry, Leo’s grandson, Kyle, and ultimately, his wife. In particular, it is 

questionable whether Mike would have been permitted to reveal to Cindy that her 

father had executed a will disinheriting her.  The will appears to have been 

drafted by a prior attorney, not Mike (who was appointed upon the adjudication 

of incompetency), and so technically the confidential communications may not 

have been made directly to Mike; however, there still may have been portions of 

Leo’s communications that he would have intended Mike to keep confidential, and 

from Cindy in particular, until after his death.  

 

Assuming, for the sake of argument, that the contents of the will were indeed 

confidential, it is clear that Mike did not have Leo’s informed consent to reveal 

confidential communications; in fact, it is doubtful whether Leo could even give 

informed consent, given his adjudication as incompetent. The person charged 

with evaluating the situation on Leo’s behalf and making an informed decision 

about whether to authorize the revelation of confidential information would be, of 

course, the guardian of his person—which in this case is also Mike.  Mike has 

therefore put himself in a position where he cannot objectively determine, on 

behalf of Leo, whether to permit Leo’s attorney (Mike, himself) to disclose the 

contents of Leo’s will to Cindy.   

 

If Mike, in either role, wanted to reveal confidential information to Cindy or her 

attorney, but were uncertain of his authority to do so, he could possibly have 

petitioned the probate court for review of the matter and a determination of what 

would have been in Leo’s best interests. However, thanks to his dishonesty with 

the court, he is trying at all costs (for the sake of self-preservation) to avoid 

having to bring the matter back before the judge, and thus he cannot obtain a 

court’s opinion on the issue. 

 

Rule 1.7 - Conflict of Interest: Current Clients 

(a) Except as provided in paragraph (b), a lawyer shall not represent a client if the 

representation involves a concurrent conflict of interest. A concurrent conflict of 

interest exists if: 

 

(1) the representation of one client will be directly adverse to another client; or 
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(2) there is a significant risk that the representation of one or more clients will be 

materially limited by the lawyer's responsibilities to another client, a former 

client or a third person or by a personal interest of the lawyer. 

 

(b) Notwithstanding the existence of a concurrent conflict of interest under paragraph (a), 

a lawyer may represent a client if: 

 

(1) the lawyer reasonably believes that the lawyer will be able to provide competent 

and diligent representation to each affected client; 

 

(2) the representation is not prohibited by law; 

 

(3) the representation does not involve the assertion of a claim by one client against 

another client represented by the lawyer in the same litigation or other proceeding 

before a tribunal; and 

 

(4) each affected client gives informed consent, confirmed in writing. 

 

Application:  Mike ended up having a conflict of interest between the interests of 

his client, Leo, and his own personal interests. Having misled the court about his 

intentions with respect to leaving Leo in his home, he was hindered substantially 

in his ability to advocate for Leo’s best interests once Cindy attempted to assert 

her presumptive right of guardianship. To best serve Leo, given Cindy’s history of 

substance abuse, instability, and questionable motives, Mike’s best move would 

have been to bring the issue before the probate court.  However, he is clearly 

reluctant to do just that (even when Terry suggests it) because if he returns to the 

court to contest the issue of guardianship, his prior deception will be exposed.  

 

Rule 3.3 - Candor Toward the Tribunal 

(a)  A lawyer shall not knowingly: 

(1) make a false statement of fact or law to a tribunal or fail to correct a false statement of 

material fact or law previously made to the tribunal by the lawyer; 

(2) fail to disclose to the tribunal legal authority in the controlling jurisdiction known to 

the lawyer to be directly adverse to the position of the client and not disclosed by 

opposing counsel; or 
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(3) offer evidence that the lawyer knows to be false. If a lawyer, the lawyer’s client, or a 

witness called by the lawyer, has offered material evidence and the lawyer comes to 

know of its falsity, the lawyer shall take reasonable remedial measures, including, if 

necessary, disclosure to the tribunal. A lawyer may refuse to offer evidence, other than 

the testimony of a defendant in a criminal matter, that the lawyer reasonably believes is 

false. 

(b) A lawyer who represents a client in an adjudicative proceeding and who knows that a 

person intends to engage, is engaging or has engaged in criminal or fraudulent conduct 

related to the proceeding shall take reasonable remedial measures, including, if necessary, 

disclosure to the tribunal. 

(c) The duties stated in paragraphs (a) and (b) continue to the conclusion of the proceeding, 

and apply even if compliance requires disclosure of information otherwise protected by Rule 

1.6. 

Application:  This one is easy, of course.  Mike was deliberately and knowingly 

dishonest with opposing counsel, the trial judge, and even his own client. Also, 

once Cindy’s attorney learned of Mike’s dishonesty and misconduct, she would 

likely have a duty to take reasonable, remedial measures, including, if necessary, 

disclosure to the tribunal, under paragraph (b).  (See also Rule 8.3, infra). 

 

Rule 4.1 Truthfulness in Statements to Others 

 

In the course of representing a client a lawyer shall not knowingly: 

 

(a) make a false statement of material fact or law to a third person... 

 

Application:  Another easy one. Mike was deliberately and knowingly dishonest with 

opposing counsel, the trial judge, and even his own client. 
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Rule 4.2 – Communication With Persons Represented By Counsel 

In representing a client, a lawyer shall not communicate about the subject of the representation 

with a person the lawyer knows to be represented by another lawyer in the matter, unless the 

lawyer has the consent of the other lawyer or is authorized to do so by law or a court order.  

Application:  When Mike first met Cindy, she did not tell him that she had already 

retained counsel, so he did not “know” her to be represented by counsel. This 

rule actually does apply, however, to one scene that we do not show, in which 

Michael talks with Cindy after the big wrestling match, and Eleanor Cohen is not 

present. 

 

Rule 4.3 - Dealing With Unrepresented Persons 

In dealing on behalf of a client with a person who is not represented by counsel, a lawyer 

shall not state or imply that the lawyer is disinterested. When the lawyer knows or reasonably 

should know that the unrepresented person misunderstands the lawyer's role in the matter, the 

lawyer shall make reasonable efforts to correct the misunderstanding. The lawyer shall not 

give legal advice to an unrepresented person, other than the advice to secure counsel, if the 

lawyer knows or reasonably should know that the interests of such person are or have a 

reasonable possibility of being in conflict with the interests of the client. 

Application:  In a scene that we do not show, when Mike first talks with Cindy, he 

believes she is unrepresented, and this rule would therefore apply. 

 

Rule 4.4 - Respect For Rights Of Third Persons 

(a) In representing a client, a lawyer shall not use means that have no substantial purpose 

other than to embarrass, delay, or burden a third person, or use methods of obtaining 

evidence that violate the legal rights of such a person.  

Application:  It is not crystal clear, but Mike’s 2nd meeting with Cindy and her 

lawyer may have violated this rule, since his intent was to drive Cindy off (and/or 

to provoke an emotional outburst in which she would reveal her primarily 

pecuniary motives). 
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Rule 8.3 - Reporting Misconduct 

(a) A lawyer who knows that another lawyer has committed a violation of the Rules of 

Professional Conduct that raises a substantial question as to that lawyer's honesty, 

trustworthiness or fitness as a lawyer in other respects, shall inform the appropriate 

professional authority. 

*  *  * 

(c) This Rule does not require disclosure of information otherwise protected by Rule 1.6 or 

information gained by a lawyer or judge who is a member of an approved lawyer's assistance 

program. 

 

RULE 8.3: REPORTING PROFESSIONAL MISCONDUCT 

(a) A lawyer who knows that another lawyer has committed a violation of the Rules of 

Professional Conduct that raises a substantial question as to that lawyer's honesty, 

trustworthiness or fitness as a lawyer in other respects, shall inform the appropriate 

professional authority. 

*  *  * 

(c) This Rule does not require disclosure of information otherwise protected by Rule 1.6 or 

information gained by a lawyer or judge while participating in an approved lawyers 

assistance program. 

Rhode Island adds the following: 

(d) This rule shall not apply to members of the Confidential Assistance Committee (“the 

Committee”) of the Rhode Island Bar Association (“the Association”) regarding information 

received in their capacity as Committee members, acting in good faith, unless it appears to 

the members that the attorney in question is failing to desist from the violation or is failing to 

cooperate with a program of assistance to which the attorney has agreed, or is engaged in the 

perpetration of fraud or embezzlement, or when disclosure is required to protect the public 

from substantial harm.  

(e) Except as provided by the preceding subsection (d), no information received, gathered or 

maintained by the Committee, or by an employee of the Association in connection with the 

work of the Committee, may be disclosed to any person or be subject to discovery or 

16



 

17 
 

subpoena in any administrative or judicial proceeding, except upon the express written 

release of the subject attorney, or by order of a court of competent jurisdiction. However, the 

Committee may refer any attorney to a professional assistance entity, and may, in good faith, 

communicate information to the entity in connection with the referral. If information 

obtained by a member of the Committee or an employee of the Association gives rise to 

reasonable suspicion of a direct threat to the health or safety of the subject attorney or other 

person, then the obligation of confidentiality set forth in this subsection (e) shall not apply, 

and the Committee member or Association employee may make such communications as are 

necessary for the purpose of avoiding or preventing the threat. 

Application:  Once Cindy’s attorney learned of Mike’s dishonesty and 

misconduct, she would have a duty to report to the court or the State Bar, under 

this Rule and Rule 1.6 (c) (3) (supra). 

 

Note also the safe harbor that Rhode Island specifically provides in subsections 

(d) and (e) for “members of the Confidential Assistance Committee of the Rhode 

Island Bar Association working with an attorney in addressing mental health or 

substance abuse issues. Mike Flaherty did not have any obvious substance abuse 

issue, but his anxiety attacks could be deemed to impair his ability to practice.  

More importantly, many attorneys who end up facing disciplinary proceedings 

are found to have underlying mental impairments, psychological issues, and could 

benefit from participation in some form of recovery or assistance program. 

 

 

RULE 8.4 MISCONDUCT 

It is professional misconduct for a lawyer to: 

 

(a) violate or attempt to violate the Rules of Professional Conduct, knowingly assist 

or induce another to do so, or do so through the acts of another; 

 

(b) commit a criminal act that reflects adversely on the lawyer's honesty, 

trustworthiness or fitness as a lawyer in other respects; 

 

(c) engage in conduct involving dishonesty, fraud, deceit or misrepresentation; 

 

(d) engage in conduct that is prejudicial to the administration of justice [Rhode 

Island adds: including but not limited to, harmful or discriminatory treatment of 

litigants, jurors, witnesses, lawyers, and others based on race, national origin, 

gender, religion, disability, age, sexual orientation or socioeconomic status.] 

 
Application:  Well, this one is easy...  
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RESOURCES FOR ATTORNEYS 
 

NATIONAL 
 

The Path to Lawyer Well-Being: Practical Recommendations for Positive Change is a report by 

the ABA National Task Force on Lawyer Well-Being (found at lawyerwellbeing.net  ) 

 

ABA Commission on Lawyer Assistance Programs 

http://www.americanbar.org/groups/lawyer_assistance.html  

 

Provides contact info for all known state and local Lawyer Assistance programs, as well as 

general mental health and substance abuse awareness and recovery resources. 

 

 

National Suicide Prevention Lifeline 

http://www.suicidepreventionlifeline.org/  

1-800-273-TALK (8255), National, Toll-Free, 24 Hours 

National Helpline for Lawyers 

1-866-LAW-LAPS 

National Helpline for Judges Helping Judges 

1-800-219-6474 

 

Rhode Island 

 
Lawyers Helping Lawyers 

Rhode Island Bar Association members and their dependents may receive free and confidential 

help, information, assessment and referral for personal concerns through the Lawyers Helping 

Lawyers Program.  Services are available through the Association’s contract with Coastline 

Employee Assistance Program (Coastline EAP, formerly RIEAS) and through the members of 

the Rhode Island Bar Association’s Lawyers Helping Lawyers Committee. 

Coastline EAP 

Main Rhode Island Office:  

300 Centerville Road, Warwick RI and four other Rhode Island locations 

website: www.coastlineeap.com 
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To access the resources of Coastline EAP   login with RIBAR as the company name, or 

call 401-732-9444. 
 

WellTrack   An online tool provided through Coastline EAP that helps RIBA members 

and their families manage stress, anxiety, depression and phobias. 

 

Mayo Clinic Relaxation Techniques 

 

Lawyerist- Fitting Fitness into Your Life 

 

Benefits of Exercise for Lawyers 

 

25 Ways to Make Time for Fitness 

 

Tips for Traveling Lawyers 

 

Mindful Lawyer Magazine (free download) 

 

Sexual Harassment & Discrimination  
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INDEX OF WRITTEN MATERIALS* 

 

IDENTIFYING AND MANAGING STRESS: TOWARDS GREATER SELF-

AWARENESS AND MORE EFFECTIVE SELF CARE 

 

“The Pain of Stress,” Chapter 4 from Margin: Restoring Emotional, Physical, Financial, 

and Time Reserves to Overloaded Lives, by Richard A. Swenson, M.D., (2004), 

Used by Permission of NavPress, All Rights Reserved. www.navpress.com  

(1-800-366-7788). ................................................................................................................1 

 

“Understanding the Link between Stress and Health,” Chapter 12 from A Lawyer’s Guide 

 to Healing: Solutions for Addiction and Depression, by Don Carroll, JD (2006) ..............8 

 

Excerpt from Chapter 4, “Twelve Steps Toward Fulfillment in the Practice of Law,”  

LawyerLife: Finding a Life and a Higher Calling in the Practice of Law, 

by Carl Horn, III, JD, pp. 93-95 (2003) .............................................................................14 

 

 

 

THE CUMULATIVE IMPACT OF EVERYDAY CHOICES 

 

Excerpt from Horn (supra), Chapter 4, pp. 102-106 .....................................................................18 

 

 

 

MAINTAINING PERSPECTIVE AND CORE VALUES 

 

“Living on Purpose:  Creating a Value-Driven Life,” from Carroll, supra, Chapter 41. ..............21 

 

“Finding Happiness:  The Paradox of How to be Happy,” from Carroll, supra, Chapter 43. .......23 

 

“Beethoven’s Counterpoint:  How to Thrive under Difficult Circumstances,” from Carroll, 

supra, Chapter 38. ..............................................................................................................25 

 

Excerpt from Horn (supra), Chapter 4, pp. 113-120 .....................................................................28 

 
 

*All materials are reprinted by ReelTime CLE, LLC with express permission from the author or publisher.  

No unauthorized distribution, reproduction, or duplication is permitted. 
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FOR FURTHER READING . . . 

 

 

Bachman, Walt, Law v. Life: What Lawyers Are Afraid to Say About the Legal Profession (1995) 

 

Bennett, Walter, The Lawyer’s Myth: Reviving Ideals in the Legal Profession 187 (2001) 

 

Carroll, Don, A Lawyer’s Guide to Healing: Solutions for Addiction and Depression (2006) 

 

Elwork, Amiram (with Douglas Marlowe), Stress Management for Lawyers: How to Increase 

Personal and Professional Satisfaction in the Law (2d ed. 1997) 

 

Horn III, Carl, LawyerLife: Finding a Life and a Higher Calling in the Practice of Law (2003) 

 

Kaufman, George W., The Lawyer’s Guide to Balancing Life and Work: Taking the Stress Out of 

Success (1999) 

 

Keeva, Steven, Transforming Practices: Finding Joy and Satisfaction in the Legal Life (1999) 

 

Munter, Preston K. (M.D.), “Law Firm Policies and Procedures to Reduce Stress,” in Living With 

the Law: Strategies to Avoid Burnout and Create Balance (Julie M. Tamminen ed., 

Amer. Bar Ass’n 1997) 

 

Schultz, Patrick J., On Being a Happy, Healthy, and Ethical Member of an Unhappy, Unhealthy, 

and Unethical Profession, 52 Vand. L. Rev. 871, 891 (May 1999) 

 

Stracher, Cameron, Double Billing: A Young Lawyer’s Tale of Greed, Sex, Lies, and the Pursuit 

of a Swivel Chair (1998) 

 

Swenson, Richard A. (M.D.), Margin: Restoring Emotional, Physical, Financial, and Time 

Reserves to Overloaded Lives (2004) 
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