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This content is for informational and educational purposes only, and is not 
intended as legal advice. Please seek assistance from a professional, 
including those listed herein, for your individual student loan situation. 
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Key Terms and Concepts 

Principal Balance – The amount of your loan, which includes the amount you 

borrowed plus any capitalized interest and origination fees. Interest is charged 

based on this amount. 

Interest Balance or Accrued Interest – The amount of any unpaid interest accrued 

on your loan. Interest can accrue if you are in school, in a forbearance or 

deferment, miss a payment, or make a reduced payment. 

Origination Fees – Extra fees sometimes charged by private lenders, which 

become part of your principal balance. 

EXAMPLE: If you borrow $10,000 with a 5% origination fee, the 

lender will pay $10,000 for your tuition but you will owe a principal 

balance of $10,500. 

Fixed Interest – The interest rates stays the same for the life of the loan. 

Variable Interest – The interest rate changes over time, typically quarterly or 

yearly. Rates can go up or down, and will result in payments that change over time. 

Daily Interest – Student loans build up interest every day. Your daily interest rate 

is the annual rate divided by 365 days. 

EXAMPLE: If your interest rate is 8.6%, the daily rate is 0.024% 

Capitalized Interest – Any unpaid interest can be added to the principal balance 

of your loan. This happens monthly, quarterly, or when you enter repayment. 

Because capitalizing interest increases your principal balance, interest will add up 

faster. This typically happens to unsubsidized loans while you are in school. 

Subsidized Loans – Federal loans that do not accrue interest while you are in 

school. 

Unsubsidized Loans – Federal or private loans that accrue interest while you are in 

school. If you do not pay off the interest, it will capitalize and increase your 

principal balance. 
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Federal Loans: studentaid.gov 
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§ Review your loan and servicer information 

§ Learn about all repayment and forgiveness options 

§ Use planning tools to pick the best options for your loans 

§ Complete FREE applications for:  

o Repayment plans, including income-driven repayment 

o Loan consolidation 

o Forgiveness or discharge plans 
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Resources: Student Loan Assistance Unit 

of the Massachusetts Attorney General’s Office 

Online:  

mass.gov/student-loan-

assistance  

Find information on a wide 

variety of student loan 

issues, including litigation 

efforts by the Attorney 

General on behalf of all 

Massachusetts borrowers. 
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Hotline:  

1-888-830-6277 

Attorneys in the Student 

Loan Assistance Unit can 

answer a variety of 

questions and explain 

many federal and private 

student loan programs 

over the phone.  

Mediation: 

mass.gov/forms/submit-a-

student-loan-help-request  

For more complex issues, 

such as resolving a 

defaulted loan, submit a 

help request form to open 

a mediation file with the 

office. All assistance is 

completely free.  
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Studentloanborrowerassistance.org 

 Detailed information for dealing with a 

variety of federal and private student loan 

issues. 

Resources: Student Loan Borrower 

Assistance 

from the National Consumer Law Center (nclc.org) 


