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background
On Monday, June 24, 2013, the Committee on Higher Education will hold a hearing on two preconsidered resolutions calling on Congress to pass and the President to sign legislation related to federal student loan interest rates.  A significant number of undergraduate students have little choice but to take out loans in order to attain a college degree and to stay competitive in a tight job market. Research indicates that many borrowers are struggling or unable to meet their financial obligations, some even before they complete their degrees.
 These borrowers are confronted with a myriad of challenges to repay their loans in a slowly-recovering economy. If Congress takes no action, on July 1, 2013, interest rates on all new subsidized Federal Stafford Loans will double from the current rate of 3.4 percent to 6.8 percent.  Nationally, the amount of outstanding student loan debt has surpassed $1 trillion dollars, with $864 billion attributed to federal government loans and $150 billion to private loans.
  
To help reduce student loan debt, in 2007, Congress passed the College Cost Reduction and Access Act (“CCRAA”) which set lower interest rates on subsidized Federal Stafford Loans made to undergraduate students from July 1, 2008 through June 30, 2012. Under the CCRAA, the interest rates on subsidized Stafford Loans decreased each year from 6 percent in 2008-09, to 5.6 percent in 2009-10, to 4.5 percent in 2010-11, to finally 3.4 percent in 2011-12. The interest rate was scheduled to increase to 6.8% on July 1, 2012, however in 2012, the Moving Ahead for Progress in the 21st Century Act extended the fixed interest rate of 3.4 percent for one year on subsidized Stafford Loans made between July 1, 2012 and June 30, 2013. Under the current law, all new subsidized Stafford Loans made on or after July 1, 2013 will have a fixed interest rate of 6.8 percent. Congress must now decide on whether to allow the 6.8 percent interest rate take to effect July 1, 2013, or to enact legislation that would establish a different interest rate.   
As a long-term solution, Preconsidered Res. No. ____ calls upon Congress to pass and the President to sign S.1066, the Federal Student Loan Refinancing Act by Senator Gillibrand, which would allow borrowers to refinance their federal student loans at a fixed rate of 4 percent for the life of the loans.
As a short-term solution, Preconsidered Res. No. ____ calls upon Congress to pass and the President to sign S.897/H.R.1979, the Bank on Students Loan Fairness Act, which would reduce the interest rate of subsidized Stafford Student Loans for one year from the current 3.4 percent to 0.75 percent. As students struggle to pay for their college education, banks are allowed to borrow money from the Federal Reserve at a discount rate known as the “primary credit rate”
 which is currently set at 0.75 percent.
 Preconsidered Res. No. ____ would prevent the impending interest rate hike for one year by setting the rate for subsidized Federal Stafford Loans at the same level of 0.75 percent offered to banks through the Federal Reserve discount window. 
Preconsidered Res. No.

Resolution calling upon Congress to pass and the President to sign S.1066, the Federal Student Loan Refinancing Act by Senator Gillibrand, which would help reduce student debt.

By Council Member Rodriguez

Whereas, The United States Department of Education (“U.S. DOE”) indicated that millions of students will continue to pursue secondary education with the assistance of student loans; and

Whereas, However, many borrowers are struggling or unable to meet their financial obligations, some before they even complete their degrees; and

Whereas, The amount of outstanding student debt nationwide surpasses $1 trillion dollars, with $864 billion attributed to federal government loans and $150 billion to private loans, according to the Consumer Protection Financial Bureau; and 
Whereas, In the first quarter of 2012, the outstanding student debt for New York State residents totaled $66.8 billion, according to the latest data by the Federal Reserve Bank of New York; and 

Whereas, As of 2010, the average student loan debt for public and private college graduates in New York was the tenth highest in the nation, according to the Project on Student Debt, which is administered by the Institute for College Access and Success; and

Whereas, The U.S. DOE cites that nearly 11 percent of New York State graduates, or 24,800 borrowers, have defaulted on their student loans between 2009 and 2012; and

Whereas, Interest rates on Federal Stafford Loans are scheduled to double from the current rate of 3.4 percent to 6.8 percent on July 1, 2013 due to the expiration of the one-year extension of the 3.4 percent rate contained in the Moving Ahead for Progress in the 21st Century Act; and

Whereas, Like other students across the country, there are approximately 422,000 individuals in New York State who will be impacted by the rate increase, according to New York State Comptroller Thomas DiNapoli; and

Whereas, Moreover, the average New York student would have to pay an estimated $993 more in Stafford Loans if Congress does not act to prevent this devastating hike before July 1, 2013; and

Whereas, Students in New York City are significantly impacted by student loan debt; and

Whereas, In New York City, the average debt of graduates with federal loans from the 2010-2011 school year was more than $20,000, according to Senator Kirsten Gillibrand; and

Whereas, Senator Gillibrand stated that “more [C]ity graduates and middle class families are burdened by student loans than ever before and are struggling to repay a higher amount of debt than ever before”; and

Whereas, Senator Gillibrand also stated that “our young people should be able to refinance in that same way that our businesses and homeowners do”; and

Whereas, To address the burden faced by graduates struggling to repay their federal student loans, Senator Gillibrand introduced S.1066, also known as the “Federal Student Loan Refinancing Act,” on May 23, 2013; and

Whereas, The Federal Student Loan Refinancing Act would enable individuals who have an interest rate above 4 percent to refinance for a lower, fixed interest rate of 4 percent; and

Whereas, During a time of high unemployment, tuition hikes, and exorbitant textbook costs, New Yorkers are forced to turn to loans to pay for a college education; and

Whereas, Doubling the interest rate of federal Stafford loans will add an additional burden to students which puts them at greater risk of falling behind in their payments or going into default on their loans; and

Whereas, Senator Gillibrand’s legislation would bring much needed relief to many New Yorkers and students nationwide; now, therefore, be it

Resolved, That the Council of the City of New York supports the Federal Student Loan Refinancing Act by Senator Gillibrand to help reduce student debt.
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Preconsidered Res. No.

Resolution calling upon Congress to pass and the President to sign S.897/H.R.1979, the Bank on Students Loan Fairness Act, which would reduce the interest rate of federal subsidized Stafford student loans for one year from the current 3.4% to 0.75%.

By Council Member Mark-Viverito


Whereas, Student loan debt is a growing crisis in the United States; and

Whereas, Outstanding student loan debt now total more than $1 trillion, surpassing total credit card debt, according to the Federal Reserve Bank of New York; and

Whereas, To relieve some of the burden of student loan debt, the College Cost Reduction and Access Act of 2007 (CCRAA; P.L. 110-84) reauthorized a portion of the Higher Education Act of 1965 (20 U.S.C. 1001 et seq.) to set lower interest rates on subsidized Stafford Loans made to undergraduate students from July 1, 2008 through June 30, 2012;  and

Whereas, Under the CCRAA, the interest rates on subsidized Stafford loans decreased each year from 6% in 2008-09, to 5.6% in 2009-10, to 4.5% in 2010-11, to finally 3.4% in 2011-12; and

Whereas, The interest rate was scheduled to increase to 6.8% on July 1, 2012, however, in 2012, the Moving Ahead for Progress in the 21st Century Act (MAP-21; P.L. 112-141) extended the fixed interest rate of 3.4% for one year on subsidized Stafford Loans made between July 1, 2012 and June 30, 2013; and

Whereas, Under the current law, all new subsidized Stafford Loans made on or after July 1, 2013 will have a fixed interest rate of 6.8%; and

Whereas, Congress is now confronted with the issue of whether to allow the 6.8% interest rate take to effect July 1, 2013, or to enact legislation that would establish a different interest rate; and

Whereas, Increasing the federal student loan interest rate will put more of a financial burden on students at a time when they are already squeezed by the tight job market and confronted with significantly high debt; and

Whereas, As students struggle to pay for their college education, banks receive federal government loans at a rate of 0.75%; and

Whereas, S.897, sponsored by Senator Elizabeth Warren and H.R.1979, sponsored by Congressman John Tierney, introduced in May 2013, also known as the “Bank on Students Loan Fairness Act,” would prevent the impending interest rate hike for the 2013-2014 academic year by setting the rate for federal subsidized Stafford loans at the same level of 0.75% offered to banks through the Federal Reserve discount window; and

Whereas, This legislation has received support from students and their families, higher education institutions and organizations such as the American Federation of Teachers and Student Debt Crisis; and

Whereas, Giving students the same low interest rate as banks would help to decrease student loan debt and strengthen the economy; now, therefore, be it

Resolved, That the Council of the City of New York calls upon Congress to pass and the President to sign S.897/H.R.1979, the Bank on Students Loan Fairness Act, which would reduce the interest rate of federal subsidized Stafford student loans for one year from the current 3.4% to 0.75%.
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� Id. at 29. 


� Catherine Rampell, “Report Details Woes of Student Debt,” N.Y. Times, at B7, July 7, 2012. 


� See � HYPERLINK "http://www.federalreserve.gov/monetarypolicy/discountrate.htm" �http://www.federalreserve.gov/monetarypolicy/discountrate.htm� 


� See � HYPERLINK "http://www.federalreserve.gov/newsevents/press/monetary/monetary20130528a1.pdf" �http://www.federalreserve.gov/newsevents/press/monetary/monetary20130528a1.pdf� 
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