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The Default Cliff
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Collections on defaulted loans has resumed

● 5.5 million borrowers in default - potentially 10M by end of year

● 4.3 million borrowers are in late stage delinquency (between 
181-270 days behind on payments) 

● Trump Administration announced resumption of collections on 
May 5th for the first time in five years

○ Treasury Offset Program (tax seizures, no social security 
seizures for now)

○ Wage garnishment will begin soon
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Default
5

● Borrowers are considered to be in default on their loans after 

270 days (9 months) of missed payments

● Easiest to help a struggling borrower before default

○ Maintain eligibility for deferments, forbearances, 

repayment plans



PROTECT BORROWERS

protectborrowers.org

Consequences of Default 
● Credit Damage
● Collections Activity 
● Litigation
● Denial of Federal Aid 
● Collection costs of up to 25%
● The government can pursue borrowers forever
● The government has extraordinary collection powers:

○ Tax Refund Offset
○ Administrative Wage Garnishment
○ Federal Benefits Offset (e.g., Social Security)
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Delinquency 
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● Delinquency occurs on student loans when you have missed 
a single payment by the required due date

● Delinquency can be reported to credit bureaus after 90 days 
(3 months) of missed payments

● Easiest to help a struggling borrower before default
○ Maintain eligibility for deferments, forbearances, 

repayment plans
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Student Debt Default Most Prevalent Among 
Vulnerable Borrowers
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● Older borrowers often face greatest repayment struggles, with 
nearly 40% of borrowers over age 65 in default

● Default falls hardest on Black and brown communities. Over 
past 20 years, 50% of Black borrowers, 40% of Latino/a 
borrowers have had a loan in default, compared to 20% of 
white borrowers.   

● Borrowers who did not complete certificate or degree default 
up to 3X the rate of those who completed their diploma. 
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How do I know if I am affected? 
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● Trump Administration announced a communications 
campaign to send emails to affected borrowers.

● Some borrowers have received emails who no longer have 
student loans. 

● Other borrowers have not received any notice at all. 



Checking Studentaid.gov
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How do I know if I’m delinquent or in default?
11

● Visit your 
dashboard at 
studentaid.gov



PROTECT BORROWERS

protectborrowers.org

How do I know if I’m delinquent or in default?

● Defaults will appear on your 
studentaid.gov account 
looking like the banner to the 
right

● Delinquencies will appear on 
your servicer’s site/you will 
have gotten notices in your 
inbox about being past due

http://studentaid.gov
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How to tell what type of federal student loan you have
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Step 1: Log into studentaid.gov
 
Step 2: Under your student aid dashboard, navigate to 
“View Details”
 
Step 3: On the top right, select “Download My Aid Data”

http://studentaid.gov/
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Identifying Direct vs. FFEL Loans

Direct 

● It will say “Direct” 
next to your loan

FFEL

● It will say “FFEL” next to 
your loan 
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How to tell what type of federal student loan you have

15



Options for Delinquent Borrowers 
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Options for Borrowers Experiencing Delinquency
17

▪ Income-Driven Repayment plans
▪ Forbearances
▪ Deferments
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Multiple repayment options
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STANDARD REPAYMENT PLAN

Pay the same amount every 
month for 10 years (or longer 
with Consolidation Loans)

Monthly 
Payment 
Amount

Years

GRADUATED REPAYMENT PLAN

Payments start low and increase 
every two years. Loans are paid 
off within 10 years (or up to 30 
years with Consolidation Loans)

EXTENDED REPAYMENT PLAN

Pay the same amount every 
month for up to 25 years. 
Payments are lower than 
standard payments. Must owe 
more than $30,000.

Monthly 
Payment 
Amount

Monthly 
Payment 
Amount

Years

Years

INCOME-DRIVEN REPAYMENT PLAN

Monthly 
Payment 
Amount

Monthly payments are tied to 
your income, not your loan 
balance. Payments can be as 
low as $0.

https://studentaid.gov/manage-loans/repayment/plans/standard#monthly-payments-consolidation
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Income-Driven Repayment (IDR) Plans
19

▪ IDR plans set monthly payments based on your discretionary income, 
rather than your outstanding loan balance; unemployment or income 
shock could result in $0 payments.

▪ Remaining balance is forgiven after 20 or 25 years
▪ Remaining balance is forgiven after 10 years under PSLF
▪ Types of IDR plans:

▪ Income-Contingent Repayment Plan (ICR)
▪ Income-Based Repayment Plan (IBR)
▪ Pay as you Earn (PAYE)
▪ Saving on a Valuable Education (SAVE) *Blocked*

▪ Plans will significantly change after July 1, 2026 for borrowers 
taking new loans after that date due to the One Big Beautiful Bill Act 
Law! 
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Income-Driven Repayment (IDR) Plans Cont…
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▪ IDR plans set monthly payments based on your discretionary income, 
rather than your outstanding loan balance; unemployment or income 
shock could result in $0 payments.

▪ Remaining balance is forgiven after 20 or 25 years
▪ Remaining balance is forgiven after 10 years under PSLF
▪ Types of IDR plans:

▪ Income-Contingent Repayment Plan (ICR) *Only available for current DL borrowers 
▪ Income-Based Repayment Plan (IBR) *Only available for current DL borrowers
▪ Pay as you Earn (PAYE) *Only available for current DL borrowers
▪ Saving on a Valuable Education (SAVE) *Blocked*
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Income-Driven Repayment (IDR) Plans Cont…
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▪ Current borrowers enrolled in an IDR plan will be able to remain on that 
plan until no later than July 1, 2028. 

▪ After this date, borrowers will be put into either RAP (more on this plan 
later) or IBR. 

▪ For borrowers struggling with their monthly payments, or in default, 
important to take action to get out of default soon before you lose access 
to the most affordable plans. 
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One Big Beautiful Bill Changes to IDR
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▪ Eliminates all existing IDR options for borrowers taking new loans after 
July 1, 2026

▪ Replaces these options with a new standard plan and a new Repayment 
Assistance Plan (RAP) which will be based on a percentage of a 
borrower’s annual gross income. 

▪ RAP will force borrowers to repay for up to 30 years, includes a minimum 
payment of at least $10 per month. 
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Forbearances
● Forbearances allow borrowers to not make monthly payments on their loans
● Interest still accrues and time in forbearance does not count as credit toward cancellation 

programs 
● Granted for no more than 12 months at a time
● General forbearances are decided by your loan servicer
● Call your servicer to request a forbearance
● You can request a general forbearance if you are temporarily unable to make your scheduled 

monthly loan payments for the following reasons:
○ Financial difficulties
○ Medical expenses
○ Change in employment
○ Other reasons acceptable to your loan servicer

● Note that due to the One Big Beautiful Bill Act Law, borrowers taking new loans after 
July 1, 2027 will now have access to forbearance for no more than 9 months over a two 
year period
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Deferments

● Deferments are also a period of time during which you don’t have to make payments
● During deferments, some loans do not accrue interest
● You may be able to get a deferment for the following reasons: 

○ undergoing cancer treatment;
○ experiencing unemployment or economic hardship;
○ in a graduate fellowship program;
○ enrolled in school at least half-time;
○ performing qualifying military service;
○ a post-active duty service member;
○ a Parent PLUS borrower with student enrolled in school;
○ enrolled in a rehabilitation training program; or
○ Unemployed

● Due to OBBBA law, borrowers taking on new loans after July 1, 2027 will no 
longer have access to unemployment or economic hardship deferments
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Deferments

● To request a deferment, call your servicer
● They may ask you for documentation to verify the category 

of deferment you are requesting



Getting Out of Default
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Getting Out of Default

● Borrowers have two options: 

○ Consolidate their loans

■ Have a limited number of times to consolidate your loans

■ Consolidate at studentaid.gov
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Eligibility Limits to Consolidation

You cannot consolidate if you have:

● Judgment

● AWG Order

● Direct Consolidation Loan UNLESS adding one additional 

federal loan
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Log in at https://studentaid.gov/
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● Select the loans 
to consolidate

● View the 
amount and 
interest rate for 
your new Direct 
Consolidation 
Loan
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Choose an IDR Plan 

● Must apply for an income-driven repayment plan or 
make three consecutive payments

○ Types of IDR plans:
■ Income-Contingent Repayment Plan (ICR) *Only available for Direct 

Loan borrowers
■ Income-Based Repayment Plan (IBR)
■ Pay as you Earn (PAYE) *Only available for Direct Loan borrowers
■ Saving on a Valuable Education (SAVE) *Blocked*

○
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Getting Out of Default

● Rehabilitate their loans 
○ Borrowers can only use this option one time 
○ Borrowers must make 9 payments over a 10-month period that is 

either:
■ 15% of their discretionary income (using 150% of the 

poverty level)
■ Minimum of a $5 monthly payment
■ A negotiated amount based on their expenses

○ After the rehabilitation is completed, their loan will be transferred 
to a servicer and be put on a payment plan

● Note that the OBBBA will allow borrowers to rehabilitate loans 2x 
after July 1, 2027.
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Eligibility Requirements

You cannot rehabilitate if you have:

● A Judgment

● Previously Rehabilitated 
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Rehabilitation

Direct Loans
● Contact the Default 

Resolution Group
● https://myeddebt.ed.gov/
● Phone number: 

1-800-621-3115

FFELP Loans
● Contact your Guaranty 

Agency
● A list of guaranty agencies 

can be found here: 
https://studentaid.gov/man
age-loans/default 

https://myeddebt.ed.gov/
https://studentaid.gov/manage-loans/default
https://studentaid.gov/manage-loans/default
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Getting Out of Default

● Technically borrowers also have the option of paying their loan in 
full or negotiating a settlement

● Borrowers should also see if one of the cancellation programs applies 
to them first. Borrowers who qualify for closed school discharge and 
disability discharge are disproportionately in default.

● Borrowers may be able to stop or reduce involuntary collection by 
raising defenses (like identity theft) or financial hardship. 



Collections
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How does the government collect on defaulted student loans?
Collections resumed in May for first time in 5 years; federal agencies 

have authority to offset (seize) benefits and other payments:

● Social Security benefits *PAUSED FOR NOW*

● Tax refunds

● Federal salary and benefits; certain other benefits

● Wage garnishment (expected to resume sometime soon)
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How does it work (in brief)?

● Borrowers should receive notice prior to the initiation of a 
collections process

○ Opportunity to respond and prevent collection
○ Only one written notice issued for tax seizures (can continue to 

seize refunds each year of default)

● An amount is taken

○ 15% of federal benefits
○ 15% of discretionary income for wage garnishment/Fed salary
○ ALL for tax refund offset
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(Limited) benefits offset protections

● For Social Security benefits, $750/month (9,000 per year) is 
protected; the government can only seize payments above this 
amount. 

○ No more than 15% of total benefit can be offset. 

● Supplemental Security Income (SSI) cannot be taken

○ Means tested benefits are protected
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Borrowers can appeal/contest collections

● Must act quickly to request review or hearing to hold offset process

● Can challenge benefits offsets and wage garnishment for reasons 
including financial hardship, disability, eligibility for loan discharge

● Get help! If you receive a collections notice, this is a good time to 
get free legal aid or financial coaching. 
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Protect Borrowers Constituent Casework Assistance Tool

● Constituent Casework Tool

● Youtube Guide

https://protectborrowers.org/resource/protect-borrowers-congressional-casework-tool/
https://www.youtube.com/watch?v=_7BxQg_3hZ0


Resources
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Resources for Borrowers Navigating Default/Delinquency

● National Consumer Law Center- Student Loan Borrower 
Assistance 

○ Get out of Default 

○ Collections 

● Protect Borrowers Constituent Casework Assistance Tool

○ Constituent Casework Tool

○ Youtube Guide

https://studentloanborrowerassistance.org/for-borrowers/dealing-with-student-loan-debt/default-debt-collection/getting-out-of-default/
https://studentloanborrowerassistance.org/for-borrowers/dealing-with-student-loan-debt/default-debt-collection/collection-of-student-loan-debt/
https://protectborrowers.org/resource/protect-borrowers-congressional-casework-tool/
https://www.youtube.com/watch?v=_7BxQg_3hZ0
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Q & A


