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Consolidation Primer 

 
 

You may be considering consolidation as part of your overall repayment strategy as you graduate from 
Midwestern University and transition into your health sciences career.  Consolidation is a process 
whereby you pay off or “refinance” multiple loans with one new loan.  There are both advantages and 
disadvantages to consolidation, and while consolidation is an effective debt management tool for some 
graduates, consolidation is not appropriate for everyone, including some MWU Class of 2013 graduates. 
 

Potential Advantages 
 Convenience  

o One loan, one loan servicer, one payment, one place to file forms 

 Converts former non-Direct Loans into Direct Loans 

o Only Direct Loans (Stafford, Grad PLUS, and Consolidation Loans directly from the 

Federal Government) are eligible for Public Service Loan Forgiveness (PSLF)   

o Consider consolidating any eligible non-Direct Loans in order to maximize your potential 

forgiveness amount under PSLF, should you be interested in PSLF and assuming you 

meet other PSLF criteria (see www.studentaid.ed.gov/publicservice)    

 Repayment term may be extended to 30 years (maximum on Extended Repayment for eligible 

non-consolidated loans is 25 years), which lowers monthly payments, but adds to total repayment 

costs if loan held to term (you take the entire 30 years to repay) 

 
Potential Disadvantages 

 Partially negates an aggressive repayment strategy 

o Voluntary or additional payments cannot be targeted against higher interest rate loans 

(such as Grad PLUS) because you only have one loan at one rate 

o You can still pay down your consolidation loan early, you are just not getting the best 

“bang for your buck” 

 Can be lengthy process (may take 60-90 days) and there have been numerous challenges reported 

by borrowers when consolidating through the Direct Consolidation Loan (DCL) program, 

especially when setting up repayment under an income-driven repayment plan such as IBR 

 Slightly higher interest rate 

o Interest rate on consolidation loans is a “weighted” or blended rate of all loans being 

consolidated, rounded up an eighth of a percent (.125%) then fixed for life of loan 

 Loss of Grace periods on loans you are consolidating if you consolidate too early  

o You may not have a choice, as general rule of thumb is to apply for consolidation before 

your loans come due, and because of how long it may take, you may want to start early  

o Should not be an issue if you consolidate closer to end of your Grace period 

 Loss of interest subsidy on Perkins Loans  

o Balance on these loans is “converted” to unsubsidized status upon consolidation 

 
 
 
 

http://www.studentaid.ed.gov/publicservice
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Important Notes and Helpful Hints 
 

1. Only place to consolidate eligible federal loans is at www.loanconsolidation.ed.gov  

2. Stay in “Good Standing” on loans you are planning to consolidate during application process    

 Pay loans when due or postpone payments until loans are paid in full through 

consolidation 

3. In general, you do not forfeit Deferment and Forbearance options when you consolidate 

4. NSLDS record at www.NSLDS.ed.gov may help when completing your consolidation application 

 Online consolidation application may be pre-populated with NSLDS 

 You do not have to consolidate all loans listed on NSLDS, but they should all be eligible 

5. Watch for the Direct Consolidation Loan Summary Sheet sent prior to completion of process 

 MWU Class of 2013 Debt Management Listserv (DML) will include details on how to read 

the Summary Sheet, so watch for that notice at some point on the DML 

6. Strongly recommended that you make copies and document everything you do in the process     

 
Important Contact Information 

 
You deal with two departments when consolidating with the Direct Consolidation Loan program:   

 
Direct Consolidation Loan Origination  

 Processes your application, pays off your outstanding loans with your current lenders, processes 

your initial request for a particular repayment plan for your Direct Consolidation Loan 

 www.loanconsolidation.ed.gov (FAQs, instructions, forms, the online application) 

 800.557.7392 (you can use this number to get an update on the status of your application) 

 

Direct Loan Servicer 

 Handles all the servicing of your Direct Consolidation Loan starting approximately 2-3 days after 

the loan is completed (DLS will not have a record of your Direct Consolidation Loan until it has 

been completed and assigned to the DLS for servicing) 

 New Direct Consolidation Loans are currently being assigned to either FedLoan Servicing or 

Sallie Mae for servicing, so watch your mail carefully for information on who will be servicing 

your new Direct Consolidation Loan 

 Determines monthly payment, sends invoices, processes Deferment and Forbearance requests 

 www.myedaccount.com (you should already have an account if you already have Direct Loans) 

 800.848.0979 (you can use this number to get an update on status of repayment) 

 

So, are you a candidate for consolidation? 
 

 You MAY be if you have multiple loan servicers and/or have some non-Direct Loans and are 

interested in Public Service Loan Forgiveness (PSLF) 

 You MAY NOT be if you only have one loan servicer and are not interested in PSLF 

____________________ 

 
Neither Midwestern University nor PGPresents, LLC are responsible for any action(s) taken by currently enrolled students and/or 
alumni as a result of the information provided in this information document.  This information is for education purposes only and 
any action(s) taken by borrowers as a result of this information is solely their responsibility.  Borrowers should always work with 

their loan servicer(s) on matters related to their student loan portfolios and should always document any conversation(s) they 
have with their loan servicer(s). 
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