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November 25, 2024

Nasser H. Paydar, Ph.D.

Assistant Secretary for Postsecondary Education
U.S. Department of Education

400 Maryland Avenue SW

Washington, DC, 20202

RE: Student Debt Relief Based on Hardship for the William D. Ford Federal Direct Loan Program
(Direct Loans), the Federal Family Education Loan (FFEL) Program, the Federal Perkins Loan
(Perkins) Program, and the Health Education Assistance Loan (HEAL) Program (Docket ID ED-
2023-0OPE-0123)

Dear Assistant Secretary Paydar,

On behalf of EdTrust, an organization committed to advancing policies and practices to
dismantle the racial and economic barriers embedded in the American education system, thank
you for the opportunity to comment on the U.S. Department of Education’s (“the Department”)
request for comment on the proposal to amend the regulations related to the Higher Education
Act of 1965 (HEA), to provide for the waiver of certain student loan debts and specify the
Secretary's authority to waive all or part of any student loan debts owed to the Department
based on the Secretary's determination that a borrower has experienced or is experiencing
hardship related to such a loan.

We commend the Department for its continued commitment to providing student debt relief to
the millions of borrowers who are harmed by student debt. After the pandemic,’ record high
inflation, increasingly unaffordable housing,'" and wages that have failed to keep pace with
rising costs for decades," student debt is a financial burden that many Americans can no longer
afford to bear. Millions of borrowers were denied up to $20,000 in student debt relief after the
U.S. Supreme Court struck down the Biden administration’s original student debt relief plan.’
The 43 million Americans with federal student debt are counting on the Department to provide
debt relief for those who are struggling to repay their loans."

We applaud the Department for proposing two pathways for waiving some or all of the
outstanding balance of a federal student loan held by the Department:

1. A pathway for “immediate relief” using a predictive assessment based on data already in the
Department’s possession (that is not acquired by application) to identify borrowers who are at
least 80% likely to be in default in the next two years, after the proposed regulations’ publication
date.
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2. A pathway for “additional relief” for a borrower who meets the standard of hardship based on a
holistic assessment of a borrower’s circumstances and based on an application or data already in
the Secretary's possession, or a combination of both.

First Pathway

We commend the Department for creating an automatic pathway for debt relief for borrowers
who are at risk of default, the worst student debt outcome. A borrower defaults after missing
nine months of payments. Default can ruin a person’s credit and make it harder for them to
rent an apartment, buy a car or a home, or even get a job. In addition, if a borrower defaults on
a federal student loan, the government may garnish their wages and Social Security income or
withhold tax refunds and other public benefits.V Proactively discharging the debt of borrowers
who are likely to default saves borrowers from the financially ruinous consequences of default
and spares the federal government from spending resources trying to collect a likely
uncollectable debt.

There are large racial disparities in default rates with Black borrowers being at greatest risk of
default. Twelve years after starting college in 2004, nearly half of Black borrowers have
defaulted on their loans. Over a third of Latino, Native American, and multiracial borrowers
defaulted in 12 years after starting college (Figure 1). The rates of default across all racial and
ethnic groups represents millions of borrowers who have been harmed by default.

Figure 1: Percentage of borrowers (by race/ethnicity) who began college in 2004 and
defaulted within 12 years
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Source: U.S. Department of Education, National Center for Education Statistics, Beginning Postsecondary Students: 2004/2009 (BPS).
Note: Default for Native Hawaiian/other Pacific Islander not included because reporting standards were not met
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Borrowers who are incarcerated should be eligible for automatic discharge. Nationally,
borrowers who are incarcerated work unpaid or for extremely low, sub-minimum wage hourly
rates: on average, workers who are incarcerated earned between 13 cents and 52 cents per
hour." These borrowers are often restricted from computers, internet, and phones, which are
essential tools from managing student debt repayment.™

Second Pathway

We applaud the Department’s proposal to provide debt relief to borrowers experiencing
hardship through an application or based on data the Department already has. We appreciate
the Department considering multiple factors to determine hardship, including:

e Household income

e Assets

e Age of borrower

e Age of the borrower's loan based upon first disbursement, or the disbursement of loans repaid
by a consolidation loan

e Type of loans and total debt balances owed for loans described in proposed 30.91(a), including
those not owed to the Department

e Current repayment status and other repayment history information

e Student loan total debt balances and required payments, relative to household income

e Total debt balances and required payments, relative to household income

e Type and level of institution attended

e Typical student outcomes associated with a program(s) attended

*  Whether the borrower has completed any postsecondary certificate or degree program
for which the borrower received Title IV, HEA financial assistance

e Disability
e Receipt of a Pell Grant and other information from the Free Application for Federal Student Aid
(FAFSA) form

e Receipt of means-tested public benefits

e High-cost burdens for essential expenses, such as healthcare, caretaking, and housing
e The extent to which hardship is likely to persist

e Any other indicators of hardship identified by the Secretary

Borrowers experiencing financial hardship should have the opportunity to apply for relief.
Currently, the student loan system does not capture most of the indicators that would show
whether a borrower is experiencing financial hardship. While IDR plans make monthly
payments more affordable for enrolled borrowers, they only consider income and family size
when determining monthly payments. This leaves out important indicators that show a more
accurate financial picture or a borrower’s ability to ever repay their loans.

Allowing borrowers to apply for debt relief based on their income, assets, and high-cost
burdens of healthcare, caretaking, and housing is important to ensure borrowers are not
foregoing basic needs to pay for their student loans. Federal data shows Black borrowers have
the worst outcomes with student debt.* Black borrowers who participated in the National Black
Student Debt Study struggled to pay for necessities whether they were enrolled in IDR or not.
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About a quarter of Black borrowers, regardless of IDR enrollment, said they struggled to afford
food, rent, and healthcare (Table 1). An overwhelming majority of Black borrowers struggle to
save money.

Table 1: Percentage of Black Borrowers Who are Unable to Afford Necessities

Necessities Enrolled in IDR Not Enrolled in IDR
Food 22% 22%

Rent 25% 24%

Healthcare 24% 25%

Savings 71% 60%

Child care 13% 6%

Source: Jim Crow Debt: How Black Borrowers Experience Student Debt, EdTrust

Considering assets in addition to income is important because racial disparities in wealth are
much greater than income because they better reflect the accumulated negative effects of
centuries of systemic racism, including but not limited to slavery, Jim Crow laws, redlining,
lending discrimination, and labor market and wage discrimination.” For example, in 2020,
Black workers aged 25 to 64 who held a bachelor’s degree or higher and worked full time and
year-round had median earnings of $65,135, compared to $77,162 for white workers with only
a bachelor’s degree.*¥ However, in 2019, the median Black household had just $24,100 in
wealth next to $188,200 for the median white household.*

Borrowers Receiving Public Benefits

Borrowers who receive public benefits such as SNAP, TANF, or Medicaid should be provided
hardship relief. Borrowers who participate in these programs have already gone through a
rigorous process to substantiate their financial hardship and determine their eligibility for
benefits. They also must routinely provide proof to maintain eligibility. Participants in these
programs have low-incomes and minimal assets.v!

Older Borrowers

Low-income borrowers over 60 should be eligible for hardship relief. The amount of student
debt held by borrowers over 60 has grown dramatically in the last 20 years. There are currently
3.5 million Americans over 60 with student debt, and they hold over $125 billion in student
loans — that’s an increase of 500%, and the amount of debt they hold has increased 19-fold. Of
borrowers over 55 with loans for their own education, 30% cannot pay their monthly bills; 33%
makes less than $25,000; and 61% do not have emergency savings. Prior to the pandemic, a
third of seniors with federal student loans were in default."

Student debt relief is important for the millions of Americans with student loans who are
struggling to make ends meet and pay their student loans. The two proposed pathways for
relief are targeted ways to help borrowers who are experiencing financial distress.

We thank the Department for taking action to provide debt relief to borrowers.
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We are happy to respond to any questions you may have about this letter's contents. For more
information, please contact Victoria Jackson (viackson@edtrust.org), assistant director of Higher
Education Policy, or Reid Setzer (Rsetzer@edtrust.org), director of Government Affairs. Thank you for
your consideration.

Sincerely,
EdTrust
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