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Colleges and Universities Lack Information Regarding
New Guidelines for Parent PLUS Loans
ST. LOUIS – At colleges and universities throughout the United States, there is a cloud of uncertainty involving next year’s freshmen class and their financial aid options. The U.S. Department of Education has yet to provide a list of lending options and guidelines for Parent PLUS Loans, which are administered under the Family Federal Education Loan program.

The holdup is the result of new federal guidelines regarding parent loans. It’s potentially problematic for incoming college students, who must depend on their parents to supplement the cost of their education, and the institutions that utilize such loans. 
“Right now, we’re processing loans for the 2009-2010 academic school year but we have no direction on what to do with our parent loans for new students,” said Leo Hertling, associate director of financial aid at St. Louis College of Pharmacy. “We’re waiting for the education department begin the bidding process with perspective banks and then start vetting. After that, they’ve still got provide institutions with information. We just don’t have any details yet.”
According an article in today’s Wall Street Journal, the Education Department has until July 1 to complete the bidding process but plans to publish related program rules for financial aid officials within a few weeks.

Changes to the program were approved by Congress. Current college students and their parents who already have Parent PLUS Loans won’t be affected by the new law. Previously, colleges and universities could offer parents several lending options. Hertling said the College of Pharmacy worked with as many as 40 lenders. Under the new guidelines, institutions in each state will be limited to working with only two banks – not necessarily from that particular state, Hertling said. In many cases, parents of incoming freshmen know little about the changes.
Hertling offered no timeline for receiving the information, but doesn’t expect the details to be finalized before next school year begins. For institutions like the College of Pharmacy, there could be issues. Freshmen enrollment is about 240 each year and Hertling estimates that about 20 percent will utilize Parent PLUS Loans next year.
“Without having that parent loan process in place, we’re looking at a larger percentage of students doing cash payments or having to take alternative loans, which aren’t federally backed and can have a variable interest rate as high as prime plus close to 8 percent,” said Hertling, noting that Parent PLUS Loans are credit based but don’t require as in-depth a credit analysis (debt-to-income ratio and credit scores) like alternative loans.
About St. Louis College of Pharmacy: Founded in 1864, St. Louis College of Pharmacy is one of the oldest and largest colleges of pharmacy in America. The College admits students directly from high school and integrates the liberal arts and sciences with a six-year professional curriculum leading to the Doctor of Pharmacy (Pharm.D.) degree. Approximately 1,200 students attend, and more than 72 percent of practicing pharmacists in the St. Louis metropolitan area are alumni. Additional information is available at www.stlcop.edu.
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