


Page 2 --Lenders' Options for Detem1ining Federal Conso1idation Loan I~terest Rates and
Permitting Borrowers to Enter Repayment Early

Iftbe Icnder detennjnes tllat the borrower is stiJ1 erl;I:QIJed, tJ\e Icnder can put the Joan that will
now be in repayment, into an in..schooJdeCelment status at lI)e borr~werts request. The interest
rate oli the loal1 would be the defennent Iate. If the bonower consolidates the StafCord Loan, 'the
deferment interest rate should be used in calcu1atin8 the weighted average jnterestrate on the
consolidation Joan.

We have attached answers to some questions submitted, by the National CounciJ of Higher
Education Loan Prograni$ (NCHELP) that prQvide more detail on thejssues addressed jn tWs
letter. Should you have questions concerning ~he guidance prQvided in this letter. pleas'e contslct
Pam MQrari at (202) SO2-17j2 or George Hams at (202) 502~7-52J.
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Questions & Answers (Q&A)

P~nnitting Borrowers to Enter RcR8VIilCtJl E!!Jl'

Maya Fede.'a) Family Educ~tion Lo~n (FFBL) Stafford Loan borrower currently
attcnqingschool on at least a one.half time. bas~s.~q~t t~at his or her loan be: placed
into repa~ent to quaJify th~ loan for jnclusion"in a FFBL conso]idation loan?

Yes, a FFE~ Stafford LoanboJTower h1ay'request the lender ofhis or her loan to put
the loan into repaym~n~statt:ls eveQ jfthe $tudent is stiJl enrolJed and pJans to remain
enrolled. Whentbe loan moves directJy into repayment statqs', the borrower 1oses the
benefit of a grace period, nOW and in the furore.

Q2. Does lhe reqllest by the borrower to enter repayn1ent status early need to be jn wliting?

The request does not need to be in w.1iti.ng.

Q3. Is the lender of the FFEL Stafford Loan req~U-e;d to grant the borrower's request to
enter repayment status early?

A3, Lenders ore:nat required to grant a borroY:'erts requ,,8t to ellter re{)aY111ent status early.

If a borrower wants to ~onsolidate a Stafforct L~an on which the bon-o.wer ontered
rep.~nel1t status early, what jnterest rate for the underlying IQan should be used when
Con\puting the weighted average interest rate on the cOnsolidation loan?

lfthe lender determJnes t!]e borrower is sdll em"oJled. the lender can Pl:lt tJ]e Stafford
Loan, that wiJJ now be in repayment s~us. futoan iu-school de(erment Stat\.1S at the
borro:wer's request. The interest rate on the loan wo:uJd b.e thedefem1ent rate. If the
boITOwer consoJi4ates the Stafford Loan. the defenneJjt interest rate would be used in
calculating the weigh~d average iJ)terestrate o~ th~ consolidation loan.

Q5. Does the boJTower forfeit the right toa grace period on the Stafford LoaJl that was P'ut
into repayment status?

AS. By entering repayment ~arLy, the bprrower forfejts his or her grace period on the
Stafford Loan.

Q6. How long can a lender hold a ConsoJidation LoaT)appJic(t(ion received before .ruJy

before maJdng the Consolidation Loan at the pre-July 1 interest r~e?

A6. A Jendcr n'1ay hold ian appJicatiOJ1 only for the period oftimc n~essary to receive and

proces~ tJle lo!ln verification oertificates and disburse payoff amounts to thcbon-owcrts
Joan hoklers.

Q7. Can a Jenderconsider a borrower's loans to not be in anin.school stan IS fftheborrower
is notjn attendance in tourses during 1he summer break peri04?

A 7. No, a borrowcr who would nomially be consJd~red '!eJU'OIJed" during the summer

break period \.lndercUn"e"t progran1 guidance must make a specific request to have his
or her loans put into repayment status :early.


