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We appreciate the Department’s efforts to seek compromise on the definition of “adverse credit” for the PLUS loan program.  Our committee’s task has been a challenging one – to provide a definition that is consistent with the plain language and intent of the Higher Education Act, as well as meaningful in assessing credit risk.  Although we still have concerns that the proposed definition will allow many families to overborrow expensive loans, we acknowledge that it represents an earnest attempt to strike a balance between access and consumer protection.  For these reasons, we will not dissent from the proposed language.  
However, we believe that Congress must act to address important issues with the PLUS Program that lie beyond the scope of this committee’s authority.  We hope that the work to balance access and affordability will continue during the congressional reauthorization of the Higher Education Act. Reauthorization provides an opportunity to craft a PLUS Program that, in future rulemakings, will be lend itself to a more modern, forward-looking, and sensible rule. 

First, in revisiting PLUS, Congress should separate Parent and Graduate PLUS loans, and create two different lending programs. These loans serve two different groups of borrowers, for two different purposes. Graduate students, like undergraduates, are borrowing as an investment in their own futures. Loans to graduate students are made on the promise that they will see an increase in salary from their educational attainment that enables them to repay the loans they borrowed. Parents, on the other hand, do not see an increase in their incomes from their children’s education. They have no guarantee that their children will help pay the loans back, or will even finish school. Therefore, it makes sense to tie parents’ borrowing to their ability to repay what they borrow. 

A borrowing standard focused on parents’ ability to repay would help to ensure that families are not borrowing beyond their means in order to finance their children’s college educations, while still ensuring access to PLUS loans for families with imperfect credit histories who nonetheless are able to afford payments on the loans they borrow. 

We would also urge Congress to require meaningful loan counseling for all Parent PLUS borrowers, emphasizing that parents need not borrow the entire amount for which they are eligible, and that parents should only borrow the minimum amount necessary to finance their children’s education. 

Finally, Congress should require the Department to disclose meaningful repayment metrics for schools receiving Parent PLUS dollars. We appreciate the data shared with the committee over the course of this rulemaking.  However, loan default rates, even when disaggregated to show default rates across loan types and educational sectors, do not provide a complete picture of how widespread financial distress may be. Some non-defaulted borrowers may in fact be making on-time payments each month, but others may be somewhere else along the spectrum of repayment outcomes.  Parent PLUS borrowers who have been in deferments and forbearances for years, or who are making payments once every few months to avoid default, would not be included a cohort default rate – but they are certainly distressed borrowers. Good policy is made with good data. 
It is our hope that, years from now, the next negotiated rulemaking committee revisiting these rules will have a more modern standard, a more sensible, tailored PLUS program, and more accurate data to review.
Thank you.

