TO:   Department of Education and negotiators

FR:   Jenny Wojewoda, Assistant Attorney General, MA AG

RE:   Issue 6 – Definition of Adverse Credit for Direct PLUS Loan Eligibility

May 1, 2014

Dear Ms. Moran and Fellow Negotiators:
I would like to thank the Department for its efforts in preparing the first draft of proposed revisions to the existing regulations for Adverse Credit for Direct PLUS Loan Eligibility (Issue 6).  I write to support certain suggestions raised during the previous session regarding this Issue. 

1. Indexing of dollar amounts.  Generally, if a regulation is intended to stand the test of time, or if there is a possibility that it may have to, it is a good idea to index dollar amounts stated in the regulation such that they adjust for inflation and other variables of changing economic times.  I support the suggestion to index the $2,085 cited in section (c)(2)(viii)(B)(1).  
2. Lookback period should be longer and reflect common statutes of limitation.  In the current draft, section (c)(2)(viii)(B)(1), the lookback period for debts which have been placed in collection or charged off is two years.  This is inconsistent with state statutes of limitation on debt contracts, such as credit card and medical debt, meaning that the Department would in effect be excluding from consideration debts upon which the parent could still be sued.  The costs of defending a lawsuit and/or paying out on a judgment could be significant to a parent, and affect their ability to afford PLUS loan payments.  I therefore support extending this lookback period to at least 3 years as recommended by some of the negotiators during the April session.  Note that in many states, the statutes of limitation on such debt contracts exceed even 3 years, running as high as 10 years in a few states.  In Massachusetts, the relevant statute of limitation is 6 years.  
3. Importance of timely, effective borrower counseling.  Finally, I support the suggestion that we broaden and extend PLUS related financial counseling to all parent PLUS applicants, not just those who qualify under reconsideration under (c)(2)(viii)(A)(3).  Further, the content of this counseling must be controlled by the Department and delivered at such time as the student/parent still has a choice with regard to their institution of enrollment.  This could be an effective tool to illustrate true college attendance costs, encourage responsible student/parent borrowing, and perhaps even put pressure on institutions to keep costs down.  
Thank you for your consideration of my support for these proposals.  I look forward to reviewing the next draft.

Sincerely,

Jenny Wojewoda

AAG / MA AG
