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Editorial Notes 

REFERENCES IN TEXT 

Paragraph (2) of subsec. (a) of this section, referred to 
in subsecs. (a)(1) and (c)(3), was struck out by Pub. L. 
109–171, § 8014(f)(2), and par. (3) was redesignated (2). See 
2006 Amendment note below. 

PRIOR PROVISIONS 

A prior section 1078–1, Pub. L. 89–329, title IV, § 428A, 
as added Pub. L. 99–498, title IV, § 402(a), Oct. 17, 1986, 
100 Stat. 1384; amended Pub. L. 100–50, § 10(n), (o)(1), 
(p)(1), (q), (r)(1), June 3, 1987, 101 Stat. 343, 344; Pub. L. 
100–369, §§ 3–5(a), (b)(3), July 18, 1988, 102 Stat. 835, 836; 
Pub. L. 101–239, title II, § 2003(a)(1), (b)(1), (c)(1), Dec. 19, 
1989, 103 Stat. 2112, 2114; Pub. L. 101–508, title III, 
§ 3006(b), Nov. 5, 1990, 104 Stat. 1388–28; Pub. L. 102–26, 
§ 2(c)(1), Apr. 9, 1991, 105 Stat. 123; Pub. L. 102–325, title 
IV, § 417, July 23, 1992, 106 Stat. 529; Pub. L. 103–208, 
§ 2(c)(29)–(32), Dec. 20, 1993, 107 Stat. 2465, 2466, related to 
Federal supplemental loans for students, prior to repeal 
by Pub. L. 103–66, title IV, § 4047(b), (d), Aug. 10, 1993, 107 
Stat. 364, effective July 1, 1994. 

Another prior section 1078–1, Pub. L. 89–329, title IV, 
§ 428A, as added Pub. L. 94–482, title I, § 127(a), Oct. 12, 
1976, 90 Stat. 2120; amended Pub. L. 95–43, § 1(a)(30)–(32), 
June 15, 1977, 91 Stat. 216; Pub. L. 96–374, title IV, 
§ 412(e), (f), title XIII, § 1391(a)(1), Oct. 3, 1980, 94 Stat. 
1416, 1417, 1503; Pub. L. 97–35, title V, § 535(e), Aug. 13, 
1981, 95 Stat. 455, related to student loan insurance pro-
grams, prior to the general amendment of this part by 
Pub. L. 99–498. 

AMENDMENTS 

2008—Subsec. (a)(3). Pub. L. 110–315, § 423, added par. 
(3). 

Subsec. (c)(2), (3). Pub. L. 110–315, § 103(b)(5)(A), (B), 
substituted ‘‘members of the authorizing committees’’ 
for ‘‘Chairperson and the Ranking Minority Member of 
the Committee on Labor and Human Resources of the 
Senate and the Committee on Education and the Work-
force of the House of Representatives’’. 

Subsec. (c)(5). Pub. L. 110–315, § 103(b)(5)(C), sub-
stituted ‘‘members of the authorizing committees’’ for 
‘‘Chairperson and the Ranking Minority Members of 
the Committee on Labor and Human Resources of the 
Senate and the Committee on Education and the Work-
force of the House of Representatives’’. 

2006—Subsec. (a)(1)(B). Pub. L. 109–171, § 8014(f)(1), 
struck out ‘‘unless the Secretary determines that such 
a waiver is consistent with the purposes of this section 
and is limited to activities of the guaranty agency 
within the State or States for which the guaranty 
agency serves as the designated guarantor’’ before 
‘‘; or’’. 

Subsec. (a)(1)(C). Pub. L. 109–171, § 8014(b)(3), added 
subpar. (C). 

Subsec. (a)(2), (3). Pub. L. 109–171, § 8014(f)(2), (3), re-
designated par. (3) as (2) and struck out heading and 
text of former par. (2). Text read as follows: ‘‘If the Sec-
retary grants a waiver pursuant to paragraph (1)(B), 
any guaranty agency doing business within the affected 
State or States may request, and the Secretary shall 
grant, an identical waiver to such guaranty agency 
under the same terms and conditions (including service 
area limitations) as govern the original waiver.’’

Subsec. (a)(4). Pub. L. 109–171, § 8014(f)(4), struck out 
par. (4), which required the Secretary to report to con-
gressional committees regarding the impact that the 
voluntary flexible agreements had on program integ-
rity, program and cost efficiencies, and the availability 
and delivery of student financial aid.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2006 AMENDMENT 

Amendment by Pub. L. 109–171 effective July 1, 2006, 
except as otherwise provided, see section 8001(c) of Pub. 
L. 109–171, set out as a note under section 1002 of this 
title. 

EFFECTIVE DATE 

Section effective Oct. 1, 1998, see section 3 of Pub. L. 
105–244, set out as an Effective Date of 1998 Amendment 
note under section 1001 of this title. 

§ 1078–2. Federal PLUS loans 

(a) Authority to borrow 

(1) Authority and eligibility 

Prior to July 1, 2010, a graduate or profes-
sional student or the parents of a dependent 
student shall be eligible to borrow funds under 
this section in amounts specified in subsection 
(b), if—

(A) the graduate or professional student or 
the parents do not have an adverse credit 
history as determined pursuant to regula-
tions promulgated by the Secretary; 

(B) in the case of a graduate or profes-
sional student or parent who has been con-
victed of, or has pled nolo contendere or 
guilty to, a crime involving fraud in obtain-
ing funds under this subchapter, such grad-
uate or professional student or parent has 
completed the repayment of such funds to 
the Secretary, or to the holder in the case of 
a loan under this subchapter obtained by 
fraud; and 

(C) the graduate or professional student or 
the parents meet such other eligibility cri-
teria as the Secretary may establish by reg-
ulation, after consultation with guaranty 
agencies, eligible lenders, and other organi-
zations involved in student financial assist-
ance. 

(2) Terms, conditions, and benefits 

Except as provided in subsections (c), (d), 
and (e), loans made under this section shall 
have the same terms, conditions, and benefits 
as all other loans made under this part. 

(3) Special rules 

(A) Parent borrowers 

Whenever necessary to carry out the provi-
sions of this section, the terms ‘‘student’’ 
and ‘‘borrower’’ as used in this part shall in-
clude a parent borrower under this section. 

(B)(i) Extenuating circumstances 

An eligible lender may determine that ex-
tenuating circumstances exist under the reg-
ulations promulgated pursuant to paragraph 
(1)(A) if, during the period beginning Janu-
ary 1, 2007, and ending December 31, 2009, an 
applicant for a loan under this section—

(I) is or has been delinquent for 180 days 
or fewer on mortgage loan payments or on 
medical bill payments during such period; 
and 

(II) does not otherwise have an adverse 
credit history, as determined by the lender 
in accordance with the regulations pro-
mulgated pursuant to paragraph (1)(A), as 
such regulations were in effect on the day 
before May 7, 2008. 

(ii) Definition of mortgage loan 

In this subparagraph, the term ‘‘mortgage 
loan’’ means an extension of credit to a bor-
rower that is secured by the primary resi-
dence of the borrower. 
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(iii) Rule of construction 

Nothing in this subparagraph shall be con-
strued to limit an eligible lender’s authority 
under the regulations promulgated pursuant 
to paragraph (1)(A) to determine that ex-
tenuating circumstances exist. 

(b) Limitation based on need 

Any loan under this section may be counted as 
part of the student aid index in the determina-
tion of need under this subchapter, but no loan 
may be made to any graduate or professional 
student or any parent under this section for any 
academic year in excess of (A) the student’s esti-
mated cost of attendance, minus (B) other finan-
cial aid as certified by the eligible institution 
under section 1078(a)(2)(A) of this title. The an-
nual insurable limit on account of any student 
shall not be deemed to be exceeded by a line of 
credit under which actual payments to the bor-
rower will not be made in any year in excess of 
the annual limit. 

(c) PLUS loan disbursement 

All loans made under this section shall be dis-
bursed in accordance with the requirements of 
section 1078–7 of this title and shall be disbursed 
by—

(1) an electronic transfer of funds from the 
lender to the eligible institution; or 

(2) a check copayable to the eligible institu-
tion and the graduate or professional student 
or parent borrower. 

(d) Payment of principal and interest 

(1) Commencement of repayment 

Repayment of principal on loans made under 
this section shall commence not later than 60 
days after the date such loan is disbursed by 
the lender, subject to deferral—

(A)(i) during any period during which the 
parent borrower or the graduate or profes-
sional student borrower meets the condi-
tions required for a deferral under section 
1077(a)(2)(C) or 1078(b)(1)(M) of this title; and 

(ii) upon the request of the parent bor-
rower, during any period during which the 
student on whose behalf the loan was bor-
rowed by the parent borrower meets the con-
ditions required for a deferral under section 
1077(a)(2)(C)(i)(I) or 1078(b)(1)(M)(i)(I) of this 
title; and 

(B)(i) in the case of a parent borrower, 
upon the request of the parent borrower, 
during the 6-month period beginning on the 
later of—

(I) the day after the date the student on 
whose behalf the loan was borrowed ceases 
to carry at least one-half the normal full-
time academic workload (as determined by 
the institution); or 

(II) if the parent borrower is also a stu-
dent, the day after the date such parent 
borrower ceases to carry at least one-half 
such a workload; and

(ii) in the case of a graduate or profes-
sional student borrower, during the 6-month 
period beginning on the day after the date 
such student ceases to carry at least one-
half the normal full-time academic workload 
(as determined by the institution). 

(2) Capitalization of interest 

(A) In general 

Interest on loans made under this section 
for which payments of principal are deferred 
pursuant to paragraph (1) shall, if agreed 
upon by the borrower and the lender—

(i) be paid monthly or quarterly; or 
(ii) be added to the principal amount of 

the loan not more frequently than quar-
terly by the lender. 

(B) Insurable limits 

Capitalization of interest under this para-
graph shall not be deemed to exceed the an-
nual insurable limit on account of the bor-
rower. 

(3) Subsidies prohibited 

No payments to reduce interest costs shall 
be paid pursuant to section 1078(a) of this title 
on loans made pursuant to this section. 

(4) Applicable rates of interest 

Interest on loans made pursuant to this sec-
tion shall be at the applicable rate of interest 
provided in section 1077a of this title. 

(5) Amortization 

The amount of the periodic payment and the 
repayment schedule for any loan made pursu-
ant to this section shall be established by as-
suming an interest rate equal to the applica-
ble rate of interest at the time the repayment 
of the principal amount of the loan com-
mences. At the option of the lender, the note 
or other written evidence of the loan may re-
quire that—

(A) the amount of the periodic payment 
will be adjusted annually, or 

(B) the period of repayment of principal 
will be lengthened or shortened,

in order to reflect adjustments in interest 
rates occurring as a consequence of section 
1077a(c)(4) of this title. 

(e) Refinancing 

(1) Refinancing to secure combined payment 

An eligible lender may at any time consoli-
date loans held by it which are made under 
this section to a borrower, including loans 
which were made under this section as in ef-
fect prior to October 17, 1986, under a single re-
payment schedule which provides for a single 
principal payment and a single payment of in-
terest, and shall calculate the repayment pe-
riod for each included loan from the date of 
the commencement of repayment of the most 
recent included loan. Unless the consolidated 
loan is obtained by a borrower who is electing 
to obtain variable interest under paragraph (2) 
or (3), such consolidated loan shall bear inter-
est at the weighted average of the rates of all 
included loans. The extension of any repay-
ment period of an included loan pursuant to 
this paragraph shall be reported (if required by 
them) to the Secretary or guaranty agency in-
suring the loan, as the case may be, but no ad-
ditional insurance premiums shall be payable 
with respect to any such extension. The exten-
sion of the repayment period of any included 
loan shall not require the formal extension of 
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the promissory note evidencing the included 
loan or the execution of a new promissory 
note, but shall be treated as an administrative 
forbearance of the repayment terms of the in-
cluded loan. 

(2) Refinancing to secure variable interest rate 

An eligible lender may reissue a loan which 
was made under this section before July 1, 
1987, or under this section as in effect prior to 
October 17, 1986, in order to permit the bor-
rower to obtain the interest rate provided 
under section 1077a(c)(4) of this title. A lender 
offering to reissue a loan or loans for such pur-
pose may charge a borrower an amount not to 
exceed $100 to cover the administrative costs 
of reissuing such loan or loans, not more than 
one-half of which shall be paid to the guar-
antor of the loan being reissued to cover costs 
of reissuance. Reissuance of a loan under this 
paragraph shall not affect any insurance appli-
cable with respect to the loan, and no addi-
tional insurance fee may be charged to the 
borrower with respect to the loan. 

(3) Refinancing by discharge of previous loan 

A borrower who has applied to an original 
lender for reissuance of a loan under para-
graph (2) and who is denied such reissuance 
may obtain a loan from another lender for the 
purpose of discharging the loan from such 
original lender. A loan made for such pur-
pose—

(A) shall bear interest at the applicable 
rate of interest provided under section 
1077a(c)(4) of this title; 

(B) shall not result in the extension of the 
duration of the note (other than as per-
mitted under subsection (d)(5)(B)); 

(C) may be subject to an additional insur-
ance fee but shall not be subject to the ad-
ministrative cost charge permitted by para-
graph (2) of this subsection; and 

(D) shall be applied to discharge the bor-
rower from any remaining obligation to the 
original lender with respect to the original 
loan. 

(4) Certification in lieu of promissory note 
presentation 

Each new lender may accept certification 
from the original lender of the borrower’s 
original loan in lieu of presentation of the 
original promissory note. 

(f) Verification of immigration status and social 
security number 

A parent who wishes to borrow funds under 
this section shall be subject to verification of 
the parent’s—

(1) immigration status in the same manner 
as immigration status is verified for students 
under section 1091(g) of this title; and 

(2) social security number in the same man-
ner as social security numbers are verified for 
students under section 1091(o) of this title. 

(Pub. L. 89–329, title IV, § 428B, as added Pub. L. 
99–498, title IV, § 402(a), Oct. 17, 1986, 100 Stat. 
1386; amended Pub. L. 100–50, § 10(o), (p)(2), (q), 
(r)(1), June 3, 1987, 101 Stat. 343, 344; Pub. L. 
102–325, title IV, § 418, July 23, 1992, 106 Stat. 531; 
Pub. L. 103–66, title IV, § 4109(a), Aug. 10, 1993, 107 

Stat. 369; Pub. L. 105–178, title VIII, § 8301(a)(2), 
June 9, 1998, 112 Stat. 497; Pub. L. 105–244, title 
IV, §§ 416(a)(2), 419, Oct. 7, 1998, 112 Stat. 1680, 
1694; Pub. L. 109–171, title VIII, §§ 8005(c), 8014(g), 
Feb. 8, 2006, 120 Stat. 158, 171; Pub. L. 110–227, 
§§ 3(a), 4, May 7, 2008, 122 Stat. 742, 743; Pub. L. 
110–315, title IV, § 424(a), Aug. 14, 2008, 122 Stat. 
3232; Pub. L. 111–39, title IV, § 402(f)(2), July 1, 
2009, 123 Stat. 1943; Pub. L. 111–152, title II, § 2205, 
Mar. 30, 2010, 124 Stat. 1075; Pub. L. 116–260, div. 
FF, title VII, §§ 702(n)(1)(B), 704(1), Dec. 27, 2020, 
134 Stat. 3186, 3199.)

Editorial Notes 

PRIOR PROVISIONS 

A prior section 1078–2, Pub. L. 89–329, title IV, § 428B, 
as added Pub. L. 96–374, title IV, § 419, Oct. 3, 1980, 94 
Stat. 1424; amended Pub. L. 97–35, title V, §§ 532(b)(3), 
534(a)(2), (c)(1), (2), Aug. 13, 1981, 95 Stat. 452, 454; Pub. 
L. 98–79, § 12, Aug. 15, 1983, 97 Stat. 484, related to auxil-
iary loans to assist students, prior to the general revi-
sion of this part by Pub. L. 99–498. 

AMENDMENTS 

2020—Subsec. (b). Pub. L. 116–260, § 704(1), substituted 
‘‘the student aid index’’ for ‘‘the expected family con-
tribution’’. 

Subsec. (f)(2). Pub. L. 116–260, § 702(n)(1)(B), sub-
stituted ‘‘section 1091(o)’’ for ‘‘section 1091(p)’’. 

2010—Subsec. (a)(1). Pub. L. 111–152 substituted ‘‘Prior 
to July 1, 2010, a graduate’’ for ‘‘A graduate’’ in intro-
ductory provisions. 

2009—Subsec. (e)(3)(B). Pub. L. 111–39, § 402(f)(2)(A), 
substituted ‘‘subsection (d)(5)(B)’’ for ‘‘subsection 
(c)(5)(B)’’. 

Subsec. (e)(5). Pub. L. 111–39, § 402(f)(2)(B), struck out 
par. (5) which related to notification to borrowers of 
availability of refinancing options for certain loans 
made before Oct. 17, 1986. 

2008—Subsec. (a)(3). Pub. L. 110–227, § 4, amended par. 
(3) generally. Prior to amendment, text read as follows: 
‘‘Whenever necessary to carry out the provisions of this 
section, the terms ‘student’ and ‘borrower’ as used in 
this part shall include a parent borrower under this 
section.’’

Subsec. (a)(3)(B)(i)(II). Pub. L. 110–315, § 424(a)(1), 
added subcl. (II) and struck out former subcl. (II) which 
read as follows: ‘‘is not and has not been more than 89 
days delinquent on the repayment of any other debt 
during such period.’’

Subsec. (d)(1), (2). Pub. L. 110–315, § 424(a)(2), added 
pars. (1) and (2) and struck out former pars. (1) and (2) 
which related to commencement of repayment and cap-
italization of interest. 

Pub. L. 110–227, § 3(a), amended pars. (1) and (2) gen-
erally. Prior to amendment, text related to commence-
ment of repayment and capitalization of interest. 

2006—Subsec. (a)(1). Pub. L. 109–171, § 8005(c)(1)(A), in 
introductory provisions, substituted ‘‘A graduate or 
professional student or the parents’’ for ‘‘Parents’’. 

Subsec. (a)(1)(A). Pub. L. 109–171, § 8005(c)(1)(B), sub-
stituted ‘‘the graduate or professional student or the 
parents’’ for ‘‘the parents’’. 

Subsec. (a)(1)(B). Pub. L. 109–171, § 8014(g)(1), (3), added 
subpar. (B). Former subpar. (B) redesignated (C). 

Pub. L. 109–171, § 8005(c)(1)(C), substituted ‘‘the grad-
uate or professional student or the parents’’ for ‘‘the 
parents’’. 

Subsec. (a)(1)(C). Pub. L. 109–171, § 8014(g)(2), redesig-
nated subpar. (B) as (C). 

Subsec. (b). Pub. L. 109–171, § 8005(c)(2), substituted 
‘‘any graduate or professional student or any parent’’ 
for ‘‘any parent’’. 

Subsec. (c)(2). Pub. L. 109–171, § 8005(c)(3), substituted 
‘‘graduate or professional student or parent’’ for ‘‘par-
ent’’. 

Subsec. (d)(1). Pub. L. 109–171, § 8005(c)(4), substituted 
‘‘the graduate or professional student or the parent’’ 
for ‘‘the parent’’. 
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1998—Subsec. (a). Pub. L. 105–244, § 419(1), amended 
heading and text of subsec. (a) generally. Prior to 
amendment, text read as follows: ‘‘Parents of a depend-
ent student, who do not have an adverse credit history 
as determined pursuant to regulations of the Secretary, 
shall be eligible to borrow funds under this section in 
amounts specified in subsection (b) of this section, and 
unless otherwise specified in subsections (c), (d), and (e) 
of this section, such loans shall have the same terms, 
conditions, and benefits as all other loans made under 
this part. Whenever necessary to carry out the provi-
sions of this section, the terms ‘student’ and ‘borrower’ 
as used in this part shall include a parent borrower 
under this section.’’

Subsec. (d)(4). Pub. L. 105–244, § 416(a)(2), substituted 
‘‘section 1077a’’ for ‘‘section 1077a(c)’’. 

Pub. L. 105–178 which directed substitution of ‘‘sec-
tion 1077a of this title for loans made under this sec-
tion’’ for ‘‘section 1077a(c) of this title’’ in ‘‘section 
428B(d)(4) (20 U.S.C. 1078–2(d)(4))’’ could not be executed 
because it did not indicate what act was to be amended. 

Subsec. (f). Pub. L. 105–244, § 419(2), added subsec. (f). 
1993—Subsec. (c). Pub. L. 103–66 inserted ‘‘shall be dis-

bursed in accordance with the requirements of section 
1078–7 of this title and’’ after ‘‘under this section’’. 

1992—Pub. L. 102–325, § 418(a), substituted ‘‘Federal 
PLUS’’ for ‘‘PLUS’’ in section catchline. 

Subsec. (a). Pub. L. 102–325, § 418(b)(1), substituted 
‘‘subsections (c), (d), and (e)’’ for ‘‘subsections (c) and 
(d)’’ and inserted ‘‘, who do not have an adverse credit 
history as determined pursuant to regulations of the 
Secretary,’’ after ‘‘a dependent student’’. 

Subsec. (b). Pub. L. 102–325, § 418(b)(2), struck out sub-
sec. (b) designation and heading, redesignated par. (3) 
as subsec. (b), and struck out pars. (1) and (2) which set 
the annual limit on the amount parents may borrow for 
one student in any academic year at $4,000 and set the 
aggregate insured principal amount for insured loans at 
not to exceed $20,000. 

Subsec. (c). Pub. L. 102–325, § 418(b)(4), added subsec. 
(c). Former subsec. (c) redesignated (d). 

Subsec. (d). Pub. L. 102–325, § 418(c), (d), amended pars. 
(1) and (2) generally. Prior to amendment, pars. (1) and 
(2) read as follows: 

‘‘(1) COMMENCEMENT OF REPAYMENT.—Repayment of 
principal on loans made under this section shall com-
mence not later than 60 days after the date such loan 
is disbursed by the lender, subject to deferral (A) dur-
ing any period during which the parent meets the con-
ditions required for a deferral under clause (i), (viii), or 
(ix) of section 1077(a)(2)(C) or 1078(b)(1)(M) of this title; 
and (B) during any period during which the borrower 
has a dependent student for whom a loan obligation 
was incurred under this section and who meets the con-
ditions required for a deferral under clause (i) of either 
such section. 

‘‘(2) CAPITALIZATION OF INTEREST.—Interest on loans 
made under this section for which payments of prin-
cipal are deferred pursuant to paragraph (1) of this sub-
section shall, if agreed upon by the borrower and the 
lender (A) be paid monthly or quarterly or (B) be added 
to the principal amount of the loan on a quarterly basis 
by the lender. Such capitalization of interest shall not 
be deemed to exceed the annual insurable limit on ac-
count of the student.’’

Pub. L. 102–325, § 418(b)(3), redesignated subsec. (c) as 
(d). Former subsec. (d) redesignated (e). 

Subsec. (e). Pub. L. 102–325, § 418(b)(3), redesignated 
subsec. (d) as (e). 

1987—Subsec. (a). Pub. L. 100–50, § 10(o)(2)(A), struck 
out ‘‘, but such a parent borrower shall not be eligible 
for any deferment pursuant to section 1077(a)(2)(C) or 
1078(b)(1)(M) of this title except for the deferments al-
lowed (with respect to the student) under clauses (i), 
(viii), and (ix) of such sections’’ after ‘‘borrower under 
this section’’. 

Subsec. (b)(3). Pub. L. 100–50, § 10(p)(2), amended first 
sentence generally, substituting ‘‘for any academic 
year in excess of (A) the student’s estimated cost of at-
tendance, minus (B) other financial aid’’ for ‘‘which 

would cause the combined loans of the parent and the 
student for any academic year to exceed the student’s 
estimated cost of attendance minus such student’s esti-
mated financial assistance’’. 

Subsec. (c)(1). Pub. L. 100–50, § 10(o)(2)(B), struck out 
‘‘pursuant to sections 1077(a)(2)(C)(i), (viii), and (ix) and 
1078(b)(1)(M)(i), (viii), and (ix) of this title’’ after ‘‘sub-
ject to deferral’’ and inserted in lieu cls. (A) and (B). 

Subsec. (c)(2). Pub. L. 100–50, § 10(o)(1), (2)(C), (q), in 
introductory provisions, struck out ‘‘and interest’’ 
after first reference to ‘‘principal’’, and substituted 
‘‘pursuant to paragraph (1) of this subsection’’ for 
‘‘under sections 1077(a)(2)(C)(i) and 1078(b)(1)(M)(i) of 
this title’’, and, in subpar. (A), inserted ‘‘monthly or’’ 
before ‘‘quarterly’’. 

Subsec. (d)(1). Pub. L. 100–50, § 10(r)(1)(A), inserted ‘‘at 
any time’’ after ‘‘eligible lender may’’ in first sentence, 
substituted ‘‘the consolidated loan is obtained by a bor-
rower who is electing to obtain variable interest under 
paragraph (2) or (3)’’ for ‘‘the borrower complies with 
the requirements of paragraph (2)’’ in second sentence, 
and inserted ‘‘(if required by them)’’ after ‘‘shall be re-
ported’’ in third sentence. 

Subsec. (d)(2). Pub. L. 100–50, § 10(r)(1)(B), inserted 
‘‘under this section before July 1, 1987, or’’ before 
‘‘under this section’’ and substituted ‘‘to reissue a loan 
or loans’’ for ‘‘to reissue a loan’’ and ‘‘reissuing such 
loan or loans’’ for ‘‘reissuing such loan’’. 

Subsec. (d)(5). Pub. L. 100–50, § 10(r)(1)(C), substituted 
‘‘October 1, 1987’’ for ‘‘January 1, 1987’’ and, in subpar. 
(B), inserted ‘‘and of the practical consequences of such 
options in terms of interest rates and monthly and 
total payments for a set of loan examples’’ before semi-
colon at end.

Statutory Notes and Related Subsidiaries 

EFFECTIVE DATE OF 2020 AMENDMENT 

Amendment by Pub. L. 116–260 effective July 1, 2024, 
except as otherwise expressly provided, and applicable 
with respect to award year 2024–2025 and each subse-
quent award year, as determined under this chapter, 
see section 701(b) of Pub. L. 116–260, set out as a note 
under section 1001 of this title. 

Pub. L. 116–260, div. FF, title VII, § 702(n)(2), Dec. 27, 
2020, 134 Stat. 3186, provided that: ‘‘Notwithstanding 
section 701(b) of this Act [div. FF of Pub. L. 116–260, set 
out as an Effective Date of 2020 Amendment note under 
section 1001 of this title], sections 401(b)(6) and 484(r) of 
the Higher Education Act of 1965 (20 U.S.C. 1070a(b)(6); 
1091(r)) as in effect on the date of enactment of this Act 
[Dec. 27, 2020], and section 12(f) of the Military Selec-
tive Service Act (50 U.S.C. 3811(f)), the Secretary of 
Education may implement the amendments made by 
paragraph (1) of this subsection [amending this section 
and sections 1091 and 1092 of this title] before (but not 
later than) July 1, 2023. The Secretary shall specify in 
a designation on what date, under what conditions, and 
for which award years the Secretary will implement 
such amendments prior to July 1, 2023. The Secretary 
shall publish any designation under this paragraph in 
the Federal Register at least 60 days before implemen-
tation.’’

[Effective date of title VII of div. FF of Pub. L. 
116–260 was changed from July 1, 2023, to July 1, 2024, by 
section 102(a) of Pub. L. 117–103, see section 701(b) of 
div. FF of Pub. L. 116–260, set out as a note under sec-
tion 1001 of this title. However, the July 1, 2023, imple-
mentation dates in section 702(n)(2) of Pub. L. 116–260, 
set out above, were not correspondingly amended.] 

EFFECTIVE DATE OF 2009 AMENDMENT 

Amendment by Pub. L. 111–39 effective as if enacted 
on the date of enactment of Pub. L. 110–315 (Aug. 14, 
2008), see section 3 of Pub. L. 111–39, set out as a note 
under section 1001 of this title. 

EFFECTIVE DATE OF 2008 AMENDMENT 

Amendment by Pub. L. 110–315 effective for loans for 
which the first disbursement is made on or after July 
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1 So in original. No cl. (ii) has been enacted. 

1, 2008, see section 424(c) of Pub. L. 110–315, set out as 
a note under section 1078 of this title. 

Amendment by section 3(a) of Pub. L. 110–227 effec-
tive for loans first disbursed on or after July 1, 2008, see 
section 3(c) of Pub. L. 110–227, set out as a note under 
section 1078 of this title. 

EFFECTIVE DATE OF 2006 AMENDMENT 

Amendment by Pub. L. 109–171 effective July 1, 2006, 
except as otherwise provided, see section 8001(c) of Pub. 
L. 109–171, set out as a note under section 1002 of this 
title. 

EFFECTIVE DATE OF 1998 AMENDMENT 

Amendment by section 416(a)(2) of Pub. L. 105–244 ap-
plicable with respect to any loan made, insured, or 
guaranteed under this part for which the first disburse-
ment is made on or after Oct. 1, 1998, and before July 
1, 2003, except that such amendment is applicable with 
respect to any loan made under section 1078–3 of this 
title for which application is received by an eligible 
lender on or after Oct. 1, 1998, and before July 1, 2003, 
see section 416(c) of Pub. L. 105–244, set out as a note 
under section 1077a of this title. 

Amendment by section 419 of Pub. L. 105–244 effective 
Oct. 1, 1998, except as otherwise provided in Pub. L. 
105–244, see section 3 of Pub. L. 105–244, set out as a note 
under section 1001 of this title. 

EFFECTIVE DATE OF 1993 AMENDMENT 

Pub. L. 103–66, title IV, § 4109(c), Aug. 10, 1993, 107 
Stat. 370, provided that: ‘‘The amendments made by 
this section [amending this section and section 1078–7 
of this title] shall be effective with respect to loans for 
which the first disbursement is made on or after Octo-
ber 1, 1993.’’

EFFECTIVE DATE OF 1992 AMENDMENT 

Amendment by Pub. L. 102–325 effective July 23, 1992, 
except that changes made in subsec. (b), relating to an-
nual and aggregate loan limits, are applicable with re-
spect to loans for which first disbursement is made on 
or after July 1, 1993, changes made in subsec. (a) with 
respect to use of credit histories are applicable with re-
spect to loans for which first disbursement is made on 
or after July 1, 1993, and subsec. (c), as added by Pub. 
L. 102–325, relating to disbursement of Federal PLUS 
Loans, is applicable with respect to loans for which 
first disbursement is made on or after Oct. 1, 1992, see 
section 432 of Pub. L. 102–325, set out as a note under 
section 1078 of this title. 

EFFECTIVE DATE OF 1987 AMENDMENT 

Amendment by Pub. L. 100–50 effective as if enacted 
as part of the Higher Education Amendments of 1986, 
Pub. L. 99–498, see section 27 of Pub. L. 100–50, set out 
as a note under section 1001 of this title. 

AMENDMENT OF NOTE OR OTHER WRITTEN EVIDENCE OF 
LOAN BY ELIGIBLE LENDER AT REQUEST OF BOR-
ROWER; CIRCUMSTANCES; DENIAL OF REQUEST 

Pub. L. 100–50, § 10(r)(2), June 3, 1987, 101 Stat. 344, pro-
vided that: ‘‘An eligible lender who has refinanced a 
loan or loans under section 428A(d) [former 20 U.S.C. 
1078–1(d)] or 428B(d) [20 U.S.C. 1078–2(d)] between the 
date of enactment of the Higher Education Amend-
ments of 1986 [Oct. 17, 1986] and July 1, 1987, may, at the 
request of a borrower or with the written consent of the 
borrower, amend the note or other written evidence of 
loan as necessary to comply with the requirements of 
such sections and section 427A(c)(4) [20 U.S.C. 
1077a(c)(4)] as amended by this Act. Any borrower who 
is denied such a request shall be treated as eligible to 
obtain a loan from another lender under section 
428A(d)(3) or 428B(d)(3), as applicable, for the purposes 
of discharging the loan from the original lender, and a 
borrower exercising this option shall not be subject to 
an additional insurance fee under section 428A(d)(3)(C) 
or 428B(d)(3)(C).’’

§ 1078–3. Federal consolidation loans 

(a) Agreements with eligible lenders 

(1) Agreement required for insurance coverage 

For the purpose of providing loans to eligi-
ble borrowers for consolidation of their obliga-
tions with respect to eligible student loans, 
the Secretary or a guaranty agency shall enter 
into agreements in accordance with subsection 
(b) with the following eligible lenders: 

(A) the Student Loan Marketing Associa-
tion or the Holding Company of the Student 
Loan Marketing Association, including any 
subsidiary of the Holding Company, created 
pursuant to section 1087–3 of this title; 

(B) State agencies described in subpara-
graphs (D) and (F) of section 1085(d)(1) of this 
title; and 

(C) other eligible lenders described in sub-
paragraphs (A), (B), (C), (E), and (J) of such 
section. 

(2) Insurance coverage of consolidation loans 

Except as provided in section 1079(e) of this 
title, no contract of insurance under this part 
shall apply to a consolidation loan unless such 
loan is made under an agreement pursuant to 
this section and is covered by a certificate 
issued in accordance with subsection (b)(2). 
Loans covered by such a certificate that is 
issued by a guaranty agency shall be consid-
ered to be insured loans for the purposes of re-
imbursements under section 1078(c) of this 
title, but no payment shall be made with re-
spect to such loans under section 1078(f) of this 
title to any such agency. 

(3) Definition of eligible borrower 

(A) For the purpose of this section, the term 
‘‘eligible borrower’’ means a borrower who—

(i) is not subject to a judgment secured 
through litigation with respect to a loan 
under this subchapter or to an order for 
wage garnishment under section 1095a of this 
title; and 

(ii) at the time of application for a consoli-
dation loan—

(I) is in repayment status as determined 
under section 1078(b)(7)(A) of this title; 

(II) is in a grace period preceding repay-
ment; or 

(III) is a defaulted borrower who has 
made arrangements to repay the obliga-
tion on the defaulted loans satisfactory to 
the holders of the defaulted loans.

(B)(i) 1 An individual’s status as an eligible 
borrower under this section or under section 
1087e(g) of this title terminates under both 
sections upon receipt of a consolidation loan 
under this section or under section 1087e(g) of 
this title, except that—

(I) an individual who receives eligible stu-
dent loans after the date of receipt of the 
consolidation loan may receive a subsequent 
consolidation loan; 

(II) loans received prior to the date of the 
consolidation loan may be added during the 
180-day period following the making of the 
consolidation loan; 
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