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Introduction
Proposals around student loan forgiveness have become increasingly popular

among Democratic presidential hopefuls. Senator Bernie Sanders recently

announced a $1.6 trillion proposal that would forgive all outstanding student

loans and expressed his belief that you are not truly free when you have debt

that limits your career options. Senator Elizabeth Warren made a similar

proposal earlier this year, when she announced a $640 billion loan forgiveness

plan, which would provide up to $50,000 in forgiveness for those earning

under $100,000 and partial forgiveness for those earning up to $250,000. Sen.

Warren, like Sen. Sanders, believes student debt is limiting career options for

students, citing the example of teachers. Indeed, student loan debt can make it

more difficult for people to pursue careers like teaching and other public

service jobs, which often come with lower salaries.
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Borrowers across the country owe around $1.6 trillion in

student loans, with an average of around $34,000 per

person. The federal government now projects to lose

$31.5 billion on the federal student loan program over

the next decade, and these losses are expected to grow

as more people default on their loans. Thus, it makes

sense that student loan forgiveness proposals are

gaining traction. Student loans have been shown to

decrease rates of homeownership and entrepreneurship

and may also affect one’s interest in starting a family as

early as one would like. However, there is already a plan

available for people who work in public service jobs to

request loan forgiveness: the Public Service Loan

Forgiveness program, or PSLF. In this article, we will

cover the main facets of the PSLF program and the

application requirements, as well as address some of the

problems with the program which have resulted in many

people being denied forgiveness.
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Total US Student Debt
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03TL;DR - Public Service Loan
Forgiveness (PSLF)
Don't have time to read the full guide just yet? No

problem!

 

In the handy graphic below, you'll find all the key

points about Public Service Loan Forgiveness,

including eligibility requirements, qualifying loans,

employers, payment plans, and the PSLF application

process.



What is the Public Service Loan
Forgiveness (PSLF) Program?

The PSLF program is a student loan

forgiveness program designed to assist

graduates who enter into public service jobs

like teaching, military careers, and nursing. In

the mid-2000s, Congress took note of the

influence of student debt on the ability to

pursue a career in public service. Many people

with higher student debt burdens decided that

public service was not a viable option because

the salaries offered were lower than they

needed to cover their student loan debt, and

their living costs. Thus, Congress decided to

create a program that would encourage public

service by giving forgiveness to graduates who

wanted to enter into a public service job. In

2007, President George W. Bush signed into

law the Public Service Loan Forgiveness

program, which would provide such relief. This

law was part of a larger bill called the College

Cost Reduction and Access Act, which would

provide student borrowers with some relief by

working in public service.

However, at the start of the program

Congress did not want every public servant to

be eligible. Theprogram therefore

incorporated a few eligibility criteria which

would limit access to the program to a certain

group of borrowers. Students who were

interested in applying for loanforgiveness had

to be enrolled in a Direct Loan. This type of

loan was created in the 1990s as an

alternative to an older loan program, the

Federal Family Education Loan, where the

government would guarantee loans made by

private banks. If a student defaulted or

couldn’t pay back their loan, the government

would pay the bank most of the money back.

This was the start of a new generation in

student lending where the government would

be directly responsible for issuing student

loans, rather than outside servicers. The PSLF

program was made active in October 2007,

and people could start applying for

forgiveness in October 2017, after making

120 payments toward their loan.
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Who Qualifies for Public
Service Loan Forgiveness?

There are a few requirements that borrowers need to meet in order to be

eligible for the Public Service Loan Forgiveness program. The first is that

borrowers must work in a qualified job, which means they must be employed

by a 501(c)(3) non-profit, a federal, state, or local government body, or certain

types of nonprofits in public services. A few examples of a qualified job would

include:

Any federal, state, or local government department

Military service

Public education (K-12)

Public health services

Public safety or law enforcement

A non-profit organization focused on research or public advocacy
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Borrowers can be employed in any position in these organizations in order to be

eligible, including technical jobs. For example, an administrator working at a high

school would be eligible for PSLF; a web developer working on the city government’s

website would be eligible; a doctor in a public health service would further be eligible.

In addition, applicants must be in full-time employment while making student loan

payments in order to qualify for PSLF. Full-time employment for the program is

defined by using each employer’s definition of full-time employment or at least 30

hours per week — whichever one is higher. If you work part-time in a public service

job, you may not be eligible to apply for the program.

 

Aside from employment qualifications, there are a series of requirements for

borrowers which affect the type of loan they have taken out. Firstly, students must

have a Direct Loan, which, as aforementioned, is a type of loan issued directly by the

federal government. Private loans, loans in default, and other types of federal loans

are therefore not eligible for the program. The types of Direct Loan which the program

requires are either: Direct subsidized or unsubsidized; Direct consolidated loans;

Direct PLUS; and Direct Stafford subsidized or unsubsidized. Borrowers who have

loans that do not fall into this category can apply for the Direct Loan Consolidation

program at StudentLoans.gov, which will take all of your federal loans and merge them

into one Direct Loan.
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Borrowers also have to make 120 qualifying

payments toward their loans. One of the

main reasons why borrowers have been

denied loan forgiveness through PSLF is that

their payments are not qualified under the

program. There are a few different

requirements that have to be met in order for

a payment to be active, which are:

 

The payment was made on-time

The payment was made in full

The payment was made while you were

employed in a full-time job with a

qualifying employer

The payment was made after October 1,

2007

The payment was made toward a Direct

Loan

The payment was made through a

qualifying repayment plan
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If your loan is in deferment — a period

where you have temporary permission to

skip payments — the number of qualifying

payments will not change. Further, if your

loan is in forbearance, which is the same as

deferment except interest will accrue on

the loan, the number of qualified payments

will also not change until you start making

payments again.

Borrowers can switch between qualified

jobs and their payments will count toward

the PSLF program. However, payments

made by borrowers who move to a non-

qualifying employer will not count toward

the 120 required qualifying payments.



What Are the Qualifying
Repayment Plans?

When students leave college with a loan, they are

put into the standard repayment plan. In this plan,

the principal and interest balance on the loan will be

divided into equal monthly payments which will have

to be made for a period of ten years. Congress has

also created other plans such as the “graduated”

plan, where payments will start small and get larger

over time, and the “extended plan”, where the

payment period will last longer than 10 years.

However, payments made toward a loan enrolled in

any of these plans will not be eligible for the Public

Service Loan Forgiveness program. Instead,

borrowers must be enrolled in a form of income-

based repayment plan.

 

Income-contingent repayment, or ICR, was created

by Congress as a more affordable way to make

payments toward student loans. Through ICR,

students would make monthly payments equal to 20

percent of their discretionary income — their income

minus basic living expenses. This meant that if

students became unemployed, they would not have

to make payments toward their student loans. Thus,

students would not have to make payments when

they were in no position to do so. However, interest

still continued to accumulate through this plan.

Therefore, Congress allowed anyone who had been

enrolled in the program for 25 years to have their

loans forgiven, as at that point it would be unlikely

they would fully repay their loan anyway. These

plans were not very popular, as 20 percent of

monthly income is high, and waiting for 25 years for

forgiveness was seen as too long.

Income-Contingent
Repayment (ICR)
  

Income-Based
Repayment (IBR)
 

Pay-as-You-Earn (PAYE)
 

Revised Pay-as-You-
Earn (REPAYE)

Congress created the income-based
repayment program in 2007. This program
worked the same way was ICR, but
borrowers only had to pay 15 percent of
their discretionary income, and any debt
was forgiven after being enrolled in the
program after 20 years. Public servants,
under the PSLF program, were given the
ability to request forgiveness after 10
years, assuming they met the strict
requirements imposed by the program and
were enrolled in a plan where they would
make payments based on their income. In
2012, the Obama Administration passed
the Pay as You Earn program, which was
another form of income-based repayment
where borrowers would pay 10 percent of
their income instead of 15 percent, and
later the Revised Pay as You Earn program
was passed. In order to be qualified for the
PSLF program, borrowers had to be
enrolled in one of these programs:
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Any payment made under another
repayment plan such as the standard or
graduated plans would not qualify under
the 120 payments that need to be made
toward a loan to apply for PSLF.



Why Have So Many PSLF
Applications Been Denied?

Around 99 percent of applications for the

Public Service Loan Forgiveness program have

been denied, according to the Education

Department. One big reason for this was

because the Public Service Loan Forgiveness

program has a high barrier for entry. In order

to qualify for forgiveness, borrowers needed to

make 120 payments while employed full-time

in a qualifying public service job. If a borrower

put their loan into deferment or forbearance,

those months would not qualify toward the

120 payments. Also, if a borrower had made

payments in another repayment plan such as

the graduated or extended plans, or if they had

made payments toward a non-Direct Loan,

they would not be eligible for the program.

 

These requirements were difficult for early

applicants to meet for a number of reasons.

Firstly, the income-based repayment program

could not be used until early 2009, and

income-contingent repayment was not widely

used at the time. Therefore, the number of

people at the start of the program who were

making qualified payments through a plan

based on a borrower’s income was low. Most

borrowers had a Federal Family Education

Loan at the time, and were not aware of the

strict requirements around the type of loan

borrowers had to have or the payment plan

they had to be enrolled in.

 

Further, the financial crisis hit soon after

the PSLF program was signed into law, which

made many people unable to make qualified

payments on the standard payment plan.

Many borrowers then moved their loan into

another repayment plan such as graduated,

extended, or forbearance — none of which

qualified toward the necessary 120 payments.

There were only a few people who moved

their loans at the start of the program to an

income-based or income-contingent

repayment plan. In sum, most people who

applied for forgiveness in October 2017 had

not made the requisite 120 qualifying

payments because of a number of

complexities in the program.

 

Another reason why so many people have

been denied loan forgiveness is that some

loan servicers made mistakes when managing

student loans that affect a student’s eligibility.

Loan servicers are paid a flat rate for each

borrower for advising them on how to repay

their loan, and to process their payments. The

more time a student loan servicer has to work
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with an individual borrower, the less money

they make from that student. If a borrower

needs a lot of in-depth advice around ensuring

their job qualifies for a program, they are in the

right repayment plan, and are paying money

toward a Direct Loan, the loan servicer will

perhaps lose money.

According to recent complaints, and those

outlined in a lawsuit filed by the American

Federation of Teachers about the PSLF

program, loan servicers have failed to advise

people correctly on how to make qualifying

payments toward their loan that would make

them eligible for the PSLF program. Servicers

have also been accused for failing to tell people

how to enroll in PSLF, failing to tell borrowers

that consolidating their existing Direct Loans

into one single loan would reset the 120

payment count to zero, and telling people

payments that are ineligible were actually

eligible, among other things. In addition, in

order to qualify for an income-based

repayment plan, borrowers must file a new set

of forms each year with information about

their income, family, and other details. Some

servicers have taken longer than expected to

process these forms, and any payments made

until the forms had been processed were not

counted toward the 120 payments

requirement.

These problems meant the number of people

who were eligible for loan forgiveness in

October 2017, exactly 120 months after the 

program had been passed by Congress, they

would have to: make 120 qualifying loan

payments on-time; make payments toward a

Direct Loan or consolidate their loans into a

Direct Loan; have a good servicer who had

not made any mistakes; be employed in a

qualifying full-time public service position;

and moved into the correct payment plan

quickly. The number of people who actually

met these requirements were limited. Indeed,

many people who applied for the PSLF

program later were still denied because they

did not meet all of these requirements.
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The Temporary Expanded Public Service

Loan Forgiveness program, or TEPSLF,

was an expansion program created in

2018 by Congress in response to the low

acceptance rates for the program.

Thousands of borrowers complained that

they were ineligible for loan forgiveness

due to the complex requirements

associated with the program. Congress

heard these complaints and designed an

expansion program that was intended to

ensure more people were eligible for the

program. The TEPSLF program expands

the list of repayment plans that students

can use to make the requisite 120

payments to qualify for loan forgiveness.

The PSLF program only accepts students

who are enrolled in a form of income-

based repayment (e.g. IDR, IBR, PAYE, or

REPAYE), whereas the TEPSLF program

allows borrowers enrolled in the

following payment plans to request loan

forgiveness:

 

Graduated repayment plan

Extended repayment plan

Consolidation graduated 

repayment plan

Consolidation standard 

repayment plan.
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What is Temporary Expanded
Public Service Loan Forgiveness?

Those who apply for TEPSLF must

meet the other requirements for the

PSLF program, such as working in a

full-time public service position and

making 120 qualified payments

toward their loan (although a qualified

payment includes payments made in

the above repayment plans).

 

In order to qualify for TEPSLF,

borrowers should also first apply for

the PSLF program, even if they are not

eligible for the plan. While this is not a

requirement set out by Congress, the

Education Department has denied

applications on the grounds that

borrowers have not applied for PSLF.



Why Were So Many People
Rejected for TEPSLF?

Ninety-nine percent of loan forgiveness

requests under the TEPSLF program were

rejected in the program’s first year, from May

2018 to 2019. A recent report by the

Government Accountability Office, the

investigative arm of Congress, the U.S.

Department of Education processed around

54,000 requests and approved 661. Further,

only $27 million of the $700 million

appropriated for the expansion plan was given

out to students. There are a few reasons why

the expansion program suffered similar

acceptance rates to the PSLF program.

 

Firstly, in order to be eligible for TEPSLF,

borrowers must first apply for the PSLF

program, even if they will not qualify. This

requirement was not created by Congress, but

rather the Department of Education when they

were implementing the program. Thus,

borrowers were confused because they had to

both apply for a program that they would likely

not be accepted for, even though Congress did

not create such a requirement for the program.

Indeed, when Congress authorized the TEPSLF

program, lawmakers directed the Department

of Education to make the expansion easy to

access: "The Secretary shall develop and make

available a simple method for borrowers to

apply for loan cancellation.”

 

According to the GAO’s report, 71 percent of

all TEPSLF applications that were rejected was

because borrowers had not applied for the 

PSLF program that they knew they would not

qualify for. The GAO’s report further states that

the Education Department has “not created a

borrower-friendly TEPSLF process”, which has

resulted in a program designed to support public

servants looking for loan forgiveness to become

difficult to access. The GAO report also states

that when borrowers are rejected for TEPSLF,

the letter they receive does not explain the

options available to them with regard to

requesting a second review of their application.

This means that when people have been

rejected, they have been left with insufficient

information around what they need to do to

reapply.

 

Overall, 10 percent of requests were rejected

because borrowers had not made 120 qualifying

repayments, according to the GAO’s report. 6

percent of requests did not meet a new

requirement made by Congress, which stated

that when borrowers apply for TEPSLF, their

most recent payment, and the payment they

made 12 months before applying, but be equal to

or greater than what they would have paid on an

income-based repayment plan. This requirement

was not clear for many borrowers, and so many

people did not qualify for the program. Due to

the low acceptance rate of this program, the

GAO has encouraged the Education Department

to streamline the application process, make it

easier for borrowers to find out about the

program’s requirements, and be clearer about

the process of receiving loan forgiveness.
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PSLF FAQ

Do Public Service Loan Forgiveness

payments have to be consecutive?

No--the payments required in order to
qualify for PSLF do not need to be
consecutive — if you do not make a payment
one month, you will still be able to qualify
when you make 120 qualifying payments.
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Are PSLF qualifying payments

retroactive?

Borrowers who have met the requirements
of the PSLF program and have been making
payments for ten years toward their loan
could qualify for loan forgiveness. Anyone
interested in the PSLF program does not
need to apply until they have made 120
qualifying payments toward a Direct Loan
(the type of loan eligible for the program).

There is no cap on the total loan balance
that can be forgiven through the PSLF
program.

Is there a cap on how much can be

forgiven?

While the PSLF topic has received
negative publicity lately, there is no
information to suggest the program will
be shut down. Borrowers who are eligible
for the program can find out more on the
Education Department’s website.

Will Public Service Loan Forgiveness

be cut?

What happens if I do not qualify for

PSLF?

Many borrowers do not qualify for the PSLF
program, and there are other options
available to borrowers. These include:

 

 

Consider refinancing. Refinancing
student loans can save borrowers money
and help them make more manageable
payments toward their loans. However,
when student loans have been
refinanced, they will not be eligible for
PSLF, TEPSLF, or any income-driven
repayment plans. 

Continue to make payments through
income-driven repayment. Depending
on the plan, income-based repayment
options come with loan forgiveness after
20 or 25 years.

Explore other discharge or forgiveness
programs. There are other forgiveness
programs available to borrowers in
certain circumstances.



The Future of Public Service Loan
Forgiveness

The Public Service Loan Forgiveness Program

has suffered from a series of problems since

borrowers could apply for forgiveness in 2017,

but the future may be hopeful. In 2012, the

Department of Education began allowing

people to submit a form that would pre-certify

the public service that people have earned as

they work toward making 120 qualifying

payments. By the end of 2013, 84,000

borrowers had been certified; by the end of

2015, 335,000 borrowers had been certified.

In March 2019, over one million borrowers had

received approval for their certification forms.

Also, nearly half of the $870 billion in

outstanding Direct Loans — the type eligible

for loan forgiveness — are being repaid

through an income-based repayment plan.

 

Indeed, the confusing requirements for the

PSLF program have resulted in many people

being denied for loan forgiveness. But this is in

large part due to how long the application

window has been open for. Borrowers could

only start applying for PSLF after October

2017, and the complex requirements made

many people ineligible when they applied.

However, as the program gets older, more

people will likely meet the eligibility

requirements and have their loans forgiven by

the federal government. The Congressional

Budget Office has continued to raise their

estimated cost of the program in recent years,

in anticipation of more borrowers becoming

eligible. In 2016, the CBO estimated the annual

cost of providing forgiveness to graduate school

loans to be $4 billion. In 2019, that projection

was increased to $12 billion, as more people are

expected to become eligible for the program.

As stories of more teachers and nurses who

depended on loan forgiveness and have been

denied for the PSLF program come to light, more

will likely be done to ensure the program

succeeds. Many of the mistakes made by the

Education Department around implementing the

program could have been prevented, and the

same applies to the misadministration of some

loans by servicers. However, more public service

will likely become eligible for the program in the

near future, and will be able to benefit from

having their loans forgiven. The 99 percent

rejection rate is not sustainable, and so the

future of the PSLF program and TEPSLF

programs are strong.
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About Us

Career Karma helps people interested in
breaking into careers in technology find
the best job training for them, starting
with coding bootcamps. With the free
Career Karma app, you can discover peers,
coaches, and mentors to help accelerate
your career in technology.
 
Career Karma also publishes
comprehensive insights into how to pick
the best coding bootcamp and break into a
career in technology.  
 
Website: https://careerkarma.com/
Email: info@careerkarma.com
Twitter: @Career_Karma
 
 
James Gallagher is a researcher at Career
Karma, where he focuses on student debt,
higher education reform, and how Income
Share Agreements can make higher
education more affordable. James analyzes
market trends influencing the higher
education landscape, and his research
involves studying Income Share Agreement
policy, accountability in higher education,
and various proposals for mitigating the
rise of student debt.    
 
Twitter: @jamesg_oca
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This article is intended as a guide to PSLF
and should not be construed as financial or
legal advice. Consult a professional, a loan
servicer, or the federal government with
any specific questions about the program.
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You Might Also Be
Interested In...

If you found this guide helpful, be sure to check out other Career
Karma publications! Click the covers to download FREE!

How to Pay for Coding Bootcamp:
The Definitive Guide

In this comprehensive Career Karma

guide, you'll learn about the wide

variety of funding options available to

help you pay for your coding bootcamp

tuition. Topics include private loans,

income share agreements,

scholarships, and more!

State of the Income Share
Agreement Market - 2019

Career Karma researcher, James

Gallagher, provides a thorough

overview and analysis of the major

players in the income share agreement

market today and offers insights into

the future of this innovative funding

mechanism.
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