Have you been denied approval for the federal parent PLUS loan due to adverse credit?

First, we want to let you know that you are not alone! Over half of borrowers applying for the parent PLUS loan in today’s economy are credit denied. Congress anticipated this and recently adopted a new program called the “Endorser Addendum’” that allows parents to get a co-signer for the parent PLUS loan in order to safely and securely finance their student’s education.

If you would be interested in obtaining an “Endorser” (co-signer) for your federal parent PLUS loan- please review the information below, speak with your co-signer, and then contact your lender. Your lender will direct you and your co-signer through the simple credit check process and provide the needed paperwork. If your co-signer is approved, then the lender will over-ride the denial and notify the school that the loan is now approved.

The PLUS Endorser Addendum Program
There are several advantages to obtaining an Endorser in order to become eligible for the federal PLUS loan. First, your student’s limited federal student aid is likely not enough to cover the full cost of education. You can usually determine this by reviewing your student’s account through Vision. You can also contact the ORU Student Account’s office to find out the exact balance due. *When a parent is denied the PLUS loan, the government allows the school to award the student $4000 - $5000 a year in additional unsubsidized Stafford loan. It usually takes about 7-10 days for this additional award to reflect on the student’s account. Please verify that this has been awarded before you determine your balance due. It will go a long way in reducing what the student owes! If, even after the additional unsubsidized Stafford loan is awarded, you are unable to cover the remaining balance through immediate or monthly payments; then you may want to consider getting an Endorser for the parent PLUS loan. 

Please understand that due to Federal regulations, if the originally denied PLUS loan is re-evaluated and approved with a credit worthy co-signer; the additional Unsubsidized Stafford loan (usually $4000 - $5000) cannot remain awarded to the student. This additional aid must be canceled and the full (usually original) amount of the PLUS loan must be re-awarded in the case of an over-ride credit approval.

So! It is important to weigh both options. Are you better off keeping the PLUS denial and the $4000-$5000 additional unsubsidized student Stafford loan? OR if this limited aid isn’t enough to finance the student’s education, then, would it be better for you to “loose” the additional unsubsidized Stafford in order to fully finance the student’s education via a credit-approved PLUS loan with a co-signer? A Financial Aid Specialist can help you review your options. Please feel free to contact us at 918-495-6510 or by email at finaid@oru.edu for help with these and any other financial aid questions!

Sometimes, parents who have been denied the PLUS loan opt to have the student get a private Alternative loan to fund the gap between their limited federal aid and the cost of education. Due to the current credit-crisis, these Alternative loans may become more and more difficult to secure. While the parent PLUS loan is a simple credit check; private Alternative loans take into consideration numerous factors ranging from the credit score to debt/income ration, employment verification, student GPA and much more. Generally, it is considered more difficult to obtain a credit approval for a private Alternative loan than it is for a federal PLUS loan. Also, interest rates for the PLUS loan are fixed at 8.5% where Alternative loans have variable interest rates that may seem low now, but are expected to rise at least 2-3 points in the next couple of years as the economy changes. Fees are also generally higher on private Alternative loan than the federal PLUS loan which has a maximum 4% fee. And almost 90% of private lenders now require the student to have a co-signer on the Alternative loan. If you’ll have to have a co-signer on the Alternative loan- then why not have that same person co-sign with you instead on a federally backed parent PLUS loan instead? 

An Endorser (co-signer for the federal PLUS loan) must be a U.S. citizen, permanent resident, or other eligible non-citizen with no adverse credit history. The Endorser, just like a normal co-signer, is responsible for repaying the PLUS loan if the primary borrower (parent) does not.

Repayment on the PLUS loan traditionally begins 60 days after the 2nd disbursement. (Usually in March) but new federal legislation allows the parent borrower to request a deferment of payment while the student is in school at least half-time. With this deferment, the PLUS loan repayment can be postponed until 6 months after the student graduates or drops below half-time. 

For outside expert information about Financial Aid, including the new PLUS Endorser option, we encourage you to visit these websites: http://studentaid.ed.gov/PORTALSWebApp/students/english/parentloans.jsp
http://www.finaid.org/loans/parentloan.phtml
Thank you!
