
A Closer Look at Stafford Loans 
What’s my interest rate?
The interest rate is variable, and will be adjusted each 
year on July 1 during the life of your loan. The interest 
rate is capped at 8.25 percent, which means it’ll never 
be higher than that. The rate is currently 4.7 percent 
while in school and during the six-month grace period, 
and 5.3 percent during repayment. 

What about other costs?
Origination and insurance fees of up to 4 percent may 
be deducted from each loan disbursement. 

When do I begin repaying my loan?
Six months after you graduate, leave school or enroll 
less than half time. Typically, you’ll have up to 10 
years to repay your loan, but you can choose a longer 
repayment term, depending on the amount you 
borrowed. If you’ll be going on to graduate school, 
you may request an in-school deferment to postpone 
repayment until you fi nish grad school. 

How do I get my loan funds?
Your loan funds will be sent directly to your college. 
If you’re a fi rst-year student and a fi rst-time borrower, 
you may not receive your fi rst loan disbursement until 
30 days or more after classes begin. Therefore, it’s a 
good idea not to plan to use your loan funds to pay 
expenses due early in the academic year.

How do I apply?
To apply for a Stafford loan, you must fi le the FAFSA. If 
you qualify, you’ll complete a master promissory note 
and loan counseling the fi rst time you borrow. Contact 
your fi nancial aid administrator for more information.
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If you receive a 

subsidized Stafford 

loan or federal 

Perkins loan and pay 
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before your grace 
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your loan because 

none would have 

accrued. By doing so, 

you’ll save hundreds 

of dollars in interest.

HOW MUCH CAN I BORROW?

The amount depends on your college’s 
cost of attendance, your expected family 
contribution, your year in school, your 
enrollment status, whether you’re a 
dependent or an independent student, 
and how much other fi nancial aid you 
receive. Your loan and any other fi nancial 
aid you receive, including private aid, 
cannot be more than your college 
expenses. 

Federal Perkins Loans 
Federal Perkins loans are low-interest loans for 
undergraduate and graduate students with exceptional 
fi nancial need. These loans are both awarded and made 
by colleges using mostly federal funds. No interest 
accrues while you’re enrolled at least half time, and 
you must begin repaying your loan nine months after 
you graduate, leave school or enroll less than half 
time. The interest rate is fi xed at 5 percent and there 
are no fees.

Depending on when you apply, your fi nancial need and 
available funds, you can borrow up to $4,000 for each 
year of undergraduate study and up to $6,000 a year 
if you’re a graduate or professional student. In all, 
you can borrow up to $20,000 for undergraduate study 
and as much as $40,000 for graduate or professional 
study, including any Perkins loans you borrowed as an 
undergraduate. Few students, however, receive the top 
award amounts because these loan funds are limited. 
The average loan in 2004 was $1,875.

Federal PLUS Loans
Federal PLUS loans enable parents or stepparents to 
borrow up to the total cost of attendance, minus any 
other aid their child may receive. PLUS loans are for 
undergraduate study only and are not based on your 
family’s income or assets. These loans are always 
unsubsidized.

The interest rate is variable and adjusted each year 
on July 1, with a cap of 9 percent. It’s currently 6.1 
percent. Interest accrues from the date loan funds 
are fi rst disbursed until the loan is repaid in full. In 
addition, origination and insurance fees of up to 4 
percent may be deducted from each disbursement.

First Year  $2,625 $2,625 $4,000 $6,625 

Second Year  $3,500 $3,500 $4,000 $7,500

Third and Remaining Years $5,500 $5,500 $5,000 $10,500

Graduate/Professional  ____ $8,500 $10,000 $18,500

Aggregate Limits 
Dependent Undergraduate  $23,000  ____ ____ $23,000
Independent Undergraduate ____   $23,000 $23,000 $46,000
Graduate/Professional ____  $65,500 $73,000 $138,500

*If you’re a dependent student whose parents are unable to obtain a federal PLUS loan, you may borrow 
the same amount in unsubsidized loans as independent students. 

Dependent
Student*

Sub & Unsub Sub & Unsub
Additional

Unsubsidized

Independent Student*

Academic 
Year

Total
 Subsidized & 
Unsubsidized

Federal Stafford Loan Limits 

18


