
 

How the Government is Helping With Student 
Loans in Response to COVID-19 

 

This article is part of our series, COVID-19 and Your Financial Health, which addresses COVID-19 (Coronavirus), how 
it impacts your financial health, and tips to stay financially well during this pandemic. 

The COVID-19 pandemic has had a major effect on the global economy, including on those Americans who are 
currently paying back student loans. The good news is that there is some relief for borrowers. 

On March 27, 2020, the president signed into law a $2 trillion stimulus plan known as the CARES (The Coronavirus Aid, 
Relief, and Economic Security) Act, which will provide borrowers of federal student loans with substantial benefits.1 It 
will replace the March 20, 2020 federal mandate that no interest will accrue on federal student loans and that borrowers 
could suspend payments for up to 60 days.2 

With the CARES Act, no interest will accrue on federal student loans until September 30, 2020, and all federal student 
loan borrowers will automatically have their payments suspended for six months through September 30, 2020. 
Additionally, the CARES Act also offers guidelines regarding student loans that are in default. 

We’ll answer some common questions borrowers may have including what loans qualify for these relief benefits, how 
the forbearance works, and how pausing your student loan payments can affect your finances and overall student loan 
payoff strategy. 

What Loans Qualify for These Relief Benefits? 

The only loans that qualify are federal student loans  that are owned by the U.S. Department of Education. This includes 
Direct Loans, Federal Perkins Loans, and Federal Family Education Loan (FFEL) Program Loans. You can find a list of 
loan servicers for federal student loans owned by the U.S. Department of Education here . 

If you have FFEL Program loans that are not held by the Department of Education or Perkins loans that are held by 
your former institution, these loans do not qualify for an automatic 0% interest rate or the suspension of loan payments 
for six months as mentioned above. 

If you have a private loan, this bill also does not apply, although it is always worth speaking with your loan provider to 
see if there is anything they might be able to do for you during this time. 

It should be noted that some servicers are offering disaster forbearance to qualified FFEL borrowers and private loan 
borrowers who request it. Because COVID-19 is considered a federally declared major disaster  as defined in the 
Stafford Act, FFEL Program lenders and institutions that hold Perkins loans may choose to give borrowers 0% interest 
and suspension of loan payments for six months on a voluntary basis. You should speak with your servicer or institution 
to see if you are eligible. 

 

Do I Need to Request or Apply for These Relief Benefits? 

Administrative forbearance occurs for various reasons, including a lender working through a change in loan status. 
Local or national emergencies, as in the case of COVID-19, also fall under administrative forbearance. 



 

Except in the case of emergencies, all administrative forbearances are based on the discretion of the loan servicer. If 
you have a student loan owned by the Department of Education, you do not need to request forbearance, but you will 
have to request for other loans. 

If your loans were at least 31 days past due as of March 13, 2020, they were (or will be) automatically placed in an 
administrative forbearance, which brought your account current. 

Eligible Loans 

All loan payments will be automatically suspended for six months without you needing to do anything. Additionally, 
eligible loans will have their interest rates automatically set to 0%. 

However, it is recommended that you monitor your online account to confirm when this gets applied and the length of 
the payment suspension just to make sure that it is correct. Additionally, your loan servicer should mark your credit file 
as current, even if you take advantage of payment suspension. Contact your servicer if you have questions specific to 
your account. 

Ineligible Loans 

If your loan is ineligible, you can leave it as is, or you could consolidate it. If you choose to consolidate your FFEL loan 
or Perkins loan not owned by the Department of Education into a Direct Consolidation Loan, you would then be eligible 
for relief options. However, do keep in mind that after you submit the consolidation application, it can take 30-90 days to 
process. 

How Does These Relief Benefits Affect Me If My Loans are in Default? 

With the CARES Act, the Department of Education is returning roughly $1.8 billion to over 830,000 borrowers whose 
loans are in default if their money was withheld on or after March 13, 2020. This refund only applies to borrowers with 
loans owned by the Department of Education.3 

Debt Collection 

This means if a borrower has defaulted on his or her loans, debt collection is suspended. This means that no 
organization will be able to collect money, garnish your wages, or seize your tax refunds during this time backdated to 
March 13, 2020. 

If your federal tax return or Social Security/disability benefits were taken to repay a defaulted loan, this will be returned if 
it was in the process of being withheld on or after March 13, 2020. This flexibility will last until September 30, 2020. 
However, if the process to withhold the tax refund or Social Security/disability benefits was completed before March 13, 
2020, it will not be returned. If you have questions, you can call the Department of Education’s Default Resolution 
Group at 1-800-621-3115. 

Likewise, wages cannot be garnished until September 30, 2020. If your wages continue to be garnished, you should 
contact your employer’s human resources department. If the Department of Education receives funds from your 
paycheck that should have been stopped as a result of the March 13 announcement, they will refund your garnished 
wages. 

Active Rehabilitation 

If you are in default on your loans, your six months of forbearance will count toward the nine months that you need for 
loan rehabilitation. This means that months when payments are suspended will be deemed as counting for borrowers in 
the process of rehabilitating your student loans.  



 

In other words, failing to make a payment during this time of suspension will not count as an interruption of the goal of 
nine on-time full monthly payments within ten months. 

Once your loan has been rehabilitated and transferred to a nondefault servicer, you are able to put your loans in 
administrative forbearance if that option is still available. 

For assistance with consolidation, loan rehabilitation, or your current payment arrangement, again, you can call the 
Department of Education’s Default Resolution Group at 1-800-621-3115. 

Can I Still Make Payments on my Loans During Forbearance? 

It’s important to know that if your loans are under forbearance, you can still make payments on your loans.  

If your current monthly payment is manageable and you’re able to continue making payments, this may be a good 
choice because you’re likely to pay down your debt faster due to interest not accruing on your loans during the 
forbearance.  

If you decide to make payments on your loans during forbearance, the full amount of your monthly payments will be 
applied to the principal once all interest accrued prior to March 13, 2020 is paid. 

What Does This Mean If I’m Working Toward Public Service Loan Forgiveness? 

Although typically only full payments count if you’re working toward Public Service Loan Forgiveness (PSLF) and any 
month that your loan is in forbearance doesn’t count toward forgiveness, the CARES Act makes an exception in this 
case. The six months of suspended payments will count toward loan forgiveness as long as you’re meeting the other 
PSLF program requirements. 

For example, PSLF requirements indicate that you must be working full-time to receive credit toward PSLF for a month. 
If you are not considered to be working full-time for a period of time, then that month or months will not count toward 
PSLF, no matter if you made a payment or not. 

However, if you use sick leave or vacation time, it may be able to count as hours worked in order to receive credit for 
PSLF. You will want to speak with your employer, though, to verify. If you have any questions about PSLF, you should 
visit the Federal Student Aid page  devoted to it. 

 

 

What Does This Mean If I Have an Income-Driven Repayment Plan Or Am Thinking About Getting One?  

You also can still receive forbearance and be eligible for income-driven repayment plan forgiveness through PAYE, 
REPAYE, IBR, or ICR plans. The six months of suspended payments will still count toward your loan forgiveness. 

Additionally, it’s important to note that if you have had a change in income due to COVID-19, changing to an income-
driven repayment plan  with a lower monthly payment is always an option for federal student loans.  

If your loans are currently on an income-driven repayment plan and you’ve had a drop in income, you can always 
contact your loan servicer or apply online to have your monthly payment recalculated to account for this change in 
income. 

Conclusion 

These are trying times for everyone. Fortunately, if you have a federal student loan and need some financial assistance, 
you can experience some relief from the government. If you have a private loan, you still can reach out to your servicer 



 

to see if they are offering any financial assistance or relief for borrowers. If you need any additional information about 
your student loans and COVID-19, you can always check the Federal Student Aid FAQ page  on COVID-19 and 
students. 
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