
Let’s Break It Down for New Borrowers  
New Borrowers = first Stafford (Subsidized or Unsubsidized) loan borrowed on or after July 1, 1993 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
If, You Are a New Borrower; 

You are a New Borrower 

You are starting a 3-year Residency Program 
and will not participate in a fellowship 

You are starting a 3-year Residency program and 
know you will do a fellowship after Residency 

You are starting a Residency program that is 
longer than 3 years 

Complete the 
Economic 
Hardship  

(EH) 
Worksheet 

Yes, I qualify without any 
problems…meaning I make it 

by at least $100 dollars 

Yes, I qualify, but 
just barely. 

No, I don’t qualify 
and I am not even 

close. 

It is still a good idea to 
consolidate, but timing will 

be the issue. 

All of my Staffords still have a six-month grace 
period, meaning I never had a break in enrollment 

(AKA leave of absence) 

If all of your Stafford loans are at the Direct Loan 
Servicing Center (DLSC), go to 
https://www.eduservices.com/ , click on “Account 
Information” and then enter in your FAFSA PIN 
number.  The next screen you see will tell you when 
your grace period expires at the DLSC. 

30 days before the end of your Grace Period mail in 
your Economic Hardship Deferment form. 

It is recommended that you use as much 
of your Grace Period as possible before 

sending in your consolidation 
application to the DLSC because once 
your loans are consolidated, the grace 

period is gone, gone, gone. 

Find out when 
your Grace 

Period expires 
from your 
lender(s) 

If you have loans at the DLSC and some place else, go 
to the National Student Loan Database System 
(NSLDS) at http://www.nslds.ed.gov and enter in your 
FAFSA PIN number.  You will be able to find out who 
has your other loans.  Contact them to find out about 
your grace period. 

All of my Staffords are at 
DLSC. Send in your 

Consolidation application 30 
days before the end of your 

Grace Period. 

Advice:  It is still a good idea to consolidate because this interest rate is so low, but after consolidating 
you run the risk of no longer being eligible for the Economic Hardship deferment.  

If you lost your PIN 
number, go to 

http://www.eac.ed.gov 
to request a duplicate. 

If you lost your PIN 
number, go to 

http://www.eac.ed.gov 
to request a duplicate. 

I have loans at the DLSC and with another lender(s).  
Send in your Direct Loan Consolidation application 30-
60 days before the end of your Grace Period.  The more 

lenders, the more time is needed. 

Download the Direct Loan Consolidation Application at 
http://loanconsolidation.ed.gov/ 
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Points to Consider:   
 
 

1.  The Maximum Length of the Economic Hardship Deferment.  Technically, the maximum length of the Economic Hardship 
Deferment is three years.  However, if a borrower begins to utilize Economic Hardship and then after utilizing  it (say for a year) 
consolidates all Stafford loans, that borrower then has a fresh new three years of Economic Hardship…because the consolidated 
loan is a new loan without any history carrying over to that new loan.  We in the industry call these types of borrowers “wicked 
borrowers.” So,  if you just graduated and are in a residency program that last longer than three years (or you are doing three 
years + fellowship), then you are taking a chance by consolidating of not qualifying for an additional three-years of economic 
hardship.  There is no answer here, it is a crap shot.  But be aware that this rate has never been lower.  If, on the other hand, you 
graduated three years ago and are currently using your third year of Economic Hardship and you are either going to do a 
fellowship or have a 5-6 year residency program, if you consolidate then you should get another three years of Economic 
Hardship.   

 
2. Qualifying for Economic Hardship.  If you just barely qualified for  Economic Hardship prior to the rate change announced July 

1, 2001,  then keep in mind that because the interst rate has decreased, you will have greater difficulty qualifying for  Economic 
Hardship in the future.  If you consolidate you will lock in a rate that may prevent you from being able to ever qualify again for 
the Economic Hardship deferment.  Also remember that the federal poverty level of a family of two that is used in the federally 
mandated formula tends to change every two years.  It just changed in April 2001, so it will likely change again in April 2003.   

 
3. If Rates Go Even Lower Can I Re-Finance a Consolidated Loan?   In a word, NO.  Unlike mortgages, the Federal Loan  

Consolidation (for non-Direct loans) and the Direct Loan Consolidation program do not permit borrowers to refinance.  Also, 
keep in mind that the interest rate on the Stafford loan program is only determined once a year at an auction on the last Tuesday in 
May.   So, the recent rate cuts announced by the Federal Reserve have no impact on the interest rates announced on  July 1, 2001.  
The rates announced July 1, 2001  will remain unchanged until June 30, 2002.   

 
 
 
 
 
 
 


