Today there are 5 news articles for your review.

Congress Weighing Changes To Student Loan Consolidation Rules 

Scripps Howard (5/13, Deibel) reported, "College graduates looking to consolidate student loans and families of high school seniors shopping for financial aid should keep an eye on Congress when it considers changing formulas in ways that could add more than $7,000 to student loan costs. As part of the Higher Education Act reauthorization, House Republican leaders want college graduates and dropouts who consolidate student loans to pay variable interest rates instead of letting them lock in low fixed rates, as current law allows. Record-low interest rates for student loans and everything else the last few years prompted millions of college grads to lock in rock-bottom rates. As a result, the $6 billion a year worth of student loan consolidations soared to $40 billion in 2003 as student loan rates plunged." Scripps Howard added, "The downside is that low-rate consolidated student loans cost taxpayers billions because, whenever the student-loan interest rate set each July 1 runs below market rates, the federal government makes up the difference, paying banks and other lenders a subsidy to maintain their profit margins. The subsidy was $2.1 billion last year, or three times more than in 2002, and could total $36 billion the next seven years absent change, according to a study paid for in part by student loan giant Sallie Mae. That price tag is one reason Chairman John Boehner, R-Ohio, of the House Education and Workforce Committee wants consolidated loans to carry variable interest rates when rates rise from today's ultra-low rates not seen since the 1950s." Boehner "says current and future college students from low and middle-income families, not those who already have their diploma, should be 'first in line when federal higher education aid is increased.' To help incoming college students, he would raise federal loan limits from $2,625 to $3,500 for college freshmen and from $3,500 to $4,500 for sophomores." Scripps Howard noted, "The nonpartisan Congressional Research Service acknowledges grads would have benefited from fluctuating loan rates 13 of 18 years since the consolidation program started in 1986, when student-loan interest stood at 8.25 percent. But with interest rates expected to rise from today's 46-year lows, the agency estimates that graduates could pay an extra $3,115 to $5,484 in interest over the life of the loan if Congress lets consolidated loan rates fluctuate. Researchers with a higher education affiliate of the nonprofit U.S. Public Interest Research Group see even higher payments for the average $20,000 student loan, saying it could carry $7,807 higher interest payment on a 20-year consolidated loan." 


Debate Over Student-Loan Program Heating Up 
The Tallahassee Democrat /Knight Ridder (5/13, Ustinova) reported, "The government's main college-loan program, which has helped millions but failed to keep pace with rising tuition costs, may be overhauled soon. President Bush and Democratic presidential candidate Sen. John Kerry, D-Mass., agree on the need to modernize the 39-year-old federal student-loan program. While neither of their proposals is likely to affect this year's college graduates, they could mean higher interest rates for future student borrowers." Bush "and Republicans in the House of Representatives want graduates to pay higher interest rates to help assure that there's enough money for students to borrow. Kerry contends that the proposal 'will do a great service to lenders, but cause great harm to students.' He's offering two options: One provides student loans, and the other would pay part of a student's tuition in return for public service." Knight Ridder added that the federal student-loan program "allows graduates to consolidate their student debts into a single fixed-rate loan with one monthly payment for as long as 30 years. As interest rates rise, the government pays banks a subsidy, the difference between the market and the loans' fixed interest rates. Recent years, however, have seen a dramatic drop in interest rates. While graduates who've fixed their loans at higher rates pay more, banks keep the additional profit." Knight Ridder noted, "Alarmed by the rising costs, Republicans propose eliminating fixed interest rates in favor of variable ones, which would require graduates to pay thousands of dollars more in interest as market rates rise to normal levels. ... Some Democratic lawmakers, such as Kerry, say the proposal accommodates lenders but ignores the interests of student borrowers. They point out that the nonpartisan Congressional Budget Office expects interest rates to rise to 6.24 percent over the next 15 years, meaning the average borrower with a $17,000 student loan would pay an additional $5,484 in interest over 15 years with a variable rate." (This article also appeared on the website of the Miami Herald.) 


Lindsey Criticizes Performance Of Direct Student Loan Program 
Lawrence B. Lindsey, who previously served as President Bush's chief economic adviser and is currently president and CEO of the Lindsey Group, wrote in the Washington Times (5/13), "When the Clinton administration set up the Direct Student Loan program under the Department of Education, officials never bothered to set up an appropriate accounting system to see how the loans they issued were performing. They didn't have to. The law setting up the program provided for a permanent, indefinite appropriation, the equivalent of an entitlement, to cover any shortfall." The shortfalls "turned out to be huge. The department's own estimate of how much interest it expected to collect from borrowers turned out to be a whopping 67 percent higher than what they actually collected from 1995 to 2003. Even more troubling was the performance of the direct lending program in collecting the money borrowed. Estimated default collections from borrowers were 44 percent higher than the amount actually collected. This is underperformance on a grand scale." The General Accounting Office (GAO), "Congress' watchdog on government programs, has issued two highly critical reports. The first, in 2001, was scathing regarding the inept, nearly non-existent, accounting process set up by the Clinton administration for comparing forecasted and actual performance. ... A second GAO report, issued this spring, noted some improvements, but remained critical of the accounting lapses that still exist." Lindsey noted, "In spite of this, the Center for American Progress, run by advisers to the Kerry campaign, is claiming a budget windfall of $4.5 billion per year by moving all student loans to the direct lending program. This sounds like the businessman who was losing money on each product he sold but thought he could make up the difference by increasing his volume." Lindsey concluded, "With the higher education bill up for reauthorization this year, it's critical to take a careful look at the actual performance of the Direct Student Loan program. At the very least, we need more experience and real data on loan performance before any expansion of the direct lending system is even considered. In particular, Congress must demand improvements in default-collection performance and a modern financial accounting system. ... This year the total amount of direct loans outstanding will approach the $100 billion mark. Even by the standards of Washington, this is real money." 

Member Of Student Finance Advisory Committee Has Two Degrees From Diploma Mills 
The Chronicle of Higher Education (5/14, Bartlett) reports, "A member of a committee that advises Congress and the U.S. secretary of education on student-aid policy has degrees from two unaccredited universities, both of which appear on a list of diploma mills compiled by the State of Oregon. René A. Drouin, a member of the Advisory Committee on Student Financial Assistance, holds a bachelor's degree and an M.B.A. from Kensington University and a law degree from LaSalle University, a now-defunct institution that was based in Louisiana and had no connection with the accredited La Salle University in Philadelphia. Mr. Drouin, who is also president and chief executive officer of the New Hampshire Higher Education Assistance Foundation, did not respond to requests for comment on Thursday." But spokeswoman, Sue Beauchesne "said Mr. Drouin, who has been with the New Hampshire foundation since 1978, had no way of knowing that LaSalle was not an accredited university." 

Iowa Regents To Consider Different Tuition For Different Campuses 
The Des Moines Register (5/14, Jerousek) reports, "In-state undergraduates at Iowa's three state universities could pay different tuition rates under a proposal the Board of Regents will consider next week. The proposal to change tuition policies, which comes after two years of double-digit tuition increases, would probably lead the University of Iowa and Iowa State University to charge higher tuition than does the University of Northern Iowa, university officials said. Undergraduates from Iowa who attend the University of Iowa and Iowa State University already pay more for housing and fees than do University of Northern Iowa students. All three schools charge the same base tuition, which is $4,702 for next school year. Charging different base tuition rates would be 'completely unfair,' said Lindsay Schutte , U of I student body president." Regents "will consider the recommendations next week." 
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