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Loan Consolidation

The Higher Education Act set up a program for student loan consolidation as a way to assist borrowers with high levels of debt in managing their financial situations.  However, this program is not working as it should.  Currently, a borrower is required to first seek a consolidation loan from the lender where they have their student loans.  The borrower is precluded from receiving a consolidation loan from another lender if the current holder of their loans offers a consolidation loan with an income sensitive repayment option.  In addition, if borrowers do consolidate their loans, the Higher Education Act denies them the opportunity to reconsolidate or refinance their loans, even if it would be more financially advantageous for them to do so.

I believe that if taxpayers can refinance their home mortgages, cars, and credit cards, they should also be able to refinance their student loans in order to take advantage of lower interest rates.  To that end, I am pleased to report that I am a cosponsor of H.R. 2711, the Student Loan Fairness Act.  This legislation would remove the Single Lender Rule so borrowers can shop around for the best consolidation deal, and it would repeal the restriction preventing people from reconsolidating or refinancing their student loans.  H.R. 2711 has been referred to the Committee on Education and the Workforce for consideration, and I can use examples like yours to urge the Bush Administration and the Republican congressional leadership to give it a higher priority.

I will be monitoring this issue closely as Congress continues to work on the reauthorization of the Higher Education Act.  In the meantime, it may interest you to know that the Department of Education offers an interest rate savings of a quarter of one percent if you have your payment electronically drafted from your bank account.  If you need more information about how to take advantage of this savings, please call the Direct Loan Servicing Center at 1-800-848-0979.
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