Conqress of the United States

Washington, BE 20510

May 16, 2006

Honorable Margaret Spellings
Secretary of Education

400 Maryland Avenue, SW
Washington, DC 20202

Dear Secretary Spellings:

We’re writing to express our concern about the March 17 decision by the
Department to limit consolidation options for student loan borrowers as of March 31.
The timing of your decision, and the confusion it has caused among student and parent
borrowers, could cost borrowers millions of dollars in excessive costs over the life of
their loans. We urge you to do everything in your power to ensure borrowers are not
harmed by these actions.

We know that you appreciate the increasing importance of a college education in
today’s economy. Federal support for students and families, however, has not kept pace
with rising costs. The average student borrower now graduates with $17,500 in debt,
over $5,000 higher than 10 years ago. The burden is pricing students out of college and
preventing many from entering public service careers like teaching and social work.
Students obviously need additional support and options to help them afford college, not
more restrictions in an already limited market.

In recent years, the Department has provided borrowers in the federal student loan
program considerable flexibility in consolidating their loans. As you know, on July 1,
2006, the variable interest rate on outstanding student loans is projected to rise by nearly
2 percentage points, one of the largest single-year increases in the 40-year history of the
program. Student and parent borrowers need flexibility now more than ever.

The Department originally suspended implementation of the so-called “single
holder rule” in April 2004 because of the potential harm this change in policy could bring
to borrowers who were in the process of applying for consolidation loans. Since then, the
Department has continued to provide borrowers with flexibility in consolidation due to
impending action by Congress to repeal the single holder rule. Congress has not yet
completed action on reauthorization of the Higher Education Act, but both the Senate and
the House have passed legislation to repeal the provision so that borrowers can freely
shop among lenders for the best consolidation terms available. It is difficult to
understand why the Department would now choose to change its policy on this provision,
at a time when borrowers need as much flexibility as possible.






