April 30, 2014
Ms. Pamela Moran

Mr. Charles Pou

Mr. Craig Bagemihl

U.S. Department of Education

1990 K Street, NW, Room 8017

Washington, DC  20006

RE:  Issue #6:  Parent PLUS Loan Eligibility - Definition of Adverse Credit History

Dear Ms. Moran, Mr. Pou and Mr. Bagemihl:

We are writing to provide additional input to the negotiated rulemaking process relating to Issue 6 concerning the definition of adverse credit history under the PLUS loan program, as the Department works to develop a revised proposal for the 4th session in May.  The Department’s draft proposal released prior to the 3rd session on Issue 6 makes significant progress toward addressing our concerns.  We appreciate that the Department has recognized the need for change in this area.  With several additional improvements, we believe the Department’s proposal would be further strengthened.

First, the $2,085 threshold for de minimus debt should be adjusted annually for inflation.  As you described in the recent session, the Department of Education came to this figure in part by adjusting the previous $500 threshold for inflation.  If the threshold proposed by the Department is not adjusted on an annual basis for inflation, then the Department may have to revisit this issue again in the future.  As other negotiators suggested, we recommend that the regulations provide for an annual adjustment of the de minimus debt exemption by the Consumer Price Index so that the exemption can stay current despite the passage of time.
Second, we repeat the recommendation made at our most recent session that the window for PLUS Loan eligibility be extended for at least one award year, rather than the current 90-day eligibility period.   For a variety of reasons, it is sometimes not possible for the institutions to originate PLUS Loans within the current 90-day eligibility period, which then requires parents to obtain new credit approval.  Extending the PLUS loan eligibility period for an entire award year would benefit parents by removing unnecessary obstacles and duplicative processes.  

Third, the Department proposes reducing the look-back period during which amounts exceeding $2,085 in collections and charged off would be considered “adverse credit” from five years to two years.  While this is a good first step, we recommend limiting this look-back period to one year.  The Great Recession negatively compromised the economic situations of many families.  The fact that many families are still dealing with the impact of the Great Recession should not deny aid through the PLUS loan program given the program has one of the lower default rates of any of the Department’s offerings.  A one-year look back period would more accurately reflect the current credit situation of individuals.
Fourth, we request that you consider substituting a three-year look- back period in the place of the existing five years for other negative credit issues listed in paragraph (B)(2).  This recommendation also was made by negotiators representing consumer advocates.  

 Lastly, to help ensure that the negotiators have the information necessary to fully assess the Department’s proposals for Issue 6, we request that the Department provide as soon as possible to negotiators an analysis of the impact of the Department’s proposal as if it would have been in effect for the 2013-2014 award year.  We further request that the Department analyze how the proposed changes would impact PLUS Loan approval and denial rates at Historically Black Colleges and Universities (HBCUs) in the aggregate and for each institution.
Thank you again for your work to respond to the concerns of HBCUs, other institutions and the students that we all serve.  We look forward to your response on these important issues. 

Sincerely,


On Behalf of the PLUS Loan Working Group:

David H. Swinton, Benedict College

George T. French, Jr., Miles College

Gloria Kobus, Youngstown State University

Elizabeth Hicks, Massachusetts Institute of Technology

Joe Weglarz, Marist College

Deborah Bushway, Capella University

Michael Gradisher, Pearson Embanet

