
- - -----t-- - - - - - - - -

Macias, Wend

(
From:

ent :
'- ,'0:

SUbject:

uesday, June 16, 2009 1:12 PM
egreg09
tuden! Financial Aid Comments

Wendy Macia s, U.S .
Department of Education
NW., Room 8017,

Wash ington, DC
20006

Dear Ms. Macias

1990 K Street,

The St udent Loa n progra , and the Studen t Loan Consolidation program s are t erribly flawed and should
be revised to meet th e n eds of the st udent, parent, and lender alike.
The current program do not all ow for refinan cing to lower interest rates, uses a perce ntage of t he much
needed aid to originate t e loan s, prev ents any con sumer protections that are enjoyed by almost all other

l ' tail loans. There are al 0 confl ict of in terest concern s w it h some of th e large loan wareh ousing
'-....- mpan ies. Th ese are all issues that t he commit tees should take up wit h reg ards to th e revision of t he

rules for th e Federal Stu en t Financial Aid Program.

There are literally hundr ds of t housands of st udent who are sad d led with large student loan ob ligations,
who have an in te rest rat as high as 12%. These loa ns are almost im possible to refinan ce at a lower rate .
Unl ess the borrower has enough assets to secu re the loans, th ey are st uck w ith th e higher interest rat es .
Most consumer loans or ebt hav e a variety of protections fo r t he borrower. I n t he current Federal
Student Loan program, ese protections are fe w if nonexisten t . Studen t loans cannot be afforded
Bankruptcy protection u less the borrow er is di sabled. Ret irements, t ax refunds, an d social securi t y can
be attached to pay for a y delinquencies in a st ude nt loan, and wages can be garnished without a hearing
or cou rt order.

There are a few com pan es out t here th at act as t he primary lender, loan guaran tor, and th e collect ion
agency when it comes t st udent loan s. When a borrowe r is in trouble th ey have nowhere to go, becau se
t he sys tem has no chec or balances. The system is owned and opera ted by one company. If th e compa ny
does not perform as exp cted and a borrower is harmed, t hey [the borrower ] have litt le or no recou rse.
These com pan ies do not have t o negotiate lower interest rates or ente rtain offe rs of compromise
on exist ing loans becau th e loa ns are back ed by the federal gove rn ment , and once th e defaulted loan is
paid off by the governm nt, th e lendi ng company is hi red to coll ect t he loa n an d receives a percentage of
what t hey co llect.

The re are many ways t h t t his can be solved. Firs t and forem ost, ta ke the private len ders ou t of the
St udent lending and coli ction business. Secondly, re ins ta te consumer prot ections for the borrowers to
allow them relief throug the court sys tem. Put t he deci sions as t o whether or not to di scharge a st udent
I" an bac k in th e hand s f the bankru ptcy judge to de term ine on a case by case basis how to dea l w ith the

as. Allow borrowers e opportunity to refin ance ex ist ing loan s when interest rates go down and for old
ue linquent loans allow t e borrower to make and offer of compromise to clear deli nqu encies from t he
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books. While these are si plistic remedies for a complex system, there are some valid points here that
may help stem the rising ide of delinquencies and crushing debt on current and former students.

( Thank you
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