SB-14

Increasing incentives for |oan repayments to prevent student loan defaults and extending the

subsidized grace period to allow graduates to settle into chosen careers.

INTHE SENATE OF THE AMERICAN LEGION BOYSNATION

Mr. McMullen of Oregon introduced the following bill;

A BILL

Increasing incentives for |oan repayments to prevent student loan defaults and extending the

subsidized grace period to allow graduates to settle into chosen careers.

Be it enacted by The American Legion Boys Nation Senate assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the "Loan Default Mitigation Pilot Program Act".

SECTION 2. Legidative Findings

College students seeking aid through federal loans commonly end college with thousands of dollars

worth of outstanding debt accruing interest.

Default rates among college students who have withdrawn from federal loan programs continue to

rise.

College graduates and families of college graduates are continuously attempting to pay off
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outstanding debt for years to decades

College graduates enter a transitional phase between academics and the workforce that can result in

long-term detriments if unprepared
College graduates become the taxpayers who back federal programs such as student aid

Recollection by the government on defaulted paymentsis an expensive process, both to the taxpayer

and to the government

Interest rates provide more revenue over time to the government than defaults, and are lessinvasive to

the individual responsible for the loan

SECTION 3. Creation Of Pilot Program

DELEGATION OF PROGRAM INSTALLATION.- The Senate, in collaboration with the Secretary
of the Treasury, will implement a 4-year pilot program (hereinafter referred to as the "program") to

establish new incentives for student loan payment and default prevention.

INDIVIDUAL SELECTION AND ELIGIBILTY .- The Senate shall develop the criteria necessary for
the selection of 30,000 eligible individuals to take part in the program.

RESPONSIBILITIES OF SECRETARY OF THE TREASURY .- The Secretary of the Treasury will
be responsible for writing reports regarding progress made in the program and providing the report to

the Senate upon the examination of this program's outcome.

DATA COLLECTION.- Program feedback from participants will be collected at two points:
(a) Within 24-32 months of the program'’s start

(b) Within 8 months of the program’s conclusion

Responses will be collected by the Department of Education and given to the Senate and the

Secretary of the Treasury at |east four months before the review of the program's success.

SECTION 4. Program Outline
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Components of this program are to include the following:

PROGRAM PARTICIPATION REQUIREMENTS.- To qualify for the incentives, individuals must
make a principal payment of .1% each month. Individuals must also meet the requirements for the

program outlined in Section 3.

PROGRAM PARTICIPATION END.- Missing 3 principal payments before reaching an incentive

excludes the individual from obtaining the rest of the incentives of the program.
INCENTIVES.- Two incentives are obtained over the course of the program.

(a) Thefirst incentive occurs 2 years after the individual graduates from college. Thisincentiveisa
.25% yearly interest reduction on federal student loans. The reduction will take place on January 1st

of the next year

(b) The second incentive occurs 4 years after the individual graduates from college. Thisincentiveisa
.25% yearly interest reduction on federal student loans in addition to the first incentive's reduction.

The reduction will take place on January 1st of the next year.

SUBSIDIZED GRACE PERIOD EXTENSION.- This Act also callsfor the extension of the
subsidized loan grace period to 9 months instead of the original 6 months. Thisis done to provide
college graduates an opportunity to become an established member of the workforce in their chosen
fields.

SECTION 5. Definitions

"Progress’ refersto the default rates, federal financial gains, federal financial losses, average payment
rates, principal percentage paid, and other key information needed in reviewing the success of the
program upon its completion.

SECTION 6. Sunset and Review

SUNSET .- This program will sunset on January 2nd at 12:00 AM (Eastern Standard Time), four years

after al remaining qualified participants obtain both the 2nd and 4th year incentives, unless reinstated
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by Congress.

REVIEW.- A cost-benefit analysis and results review of the program shall be conducted between 24
and 48 months after the sunsetting of the program by the Senate and the Secretary of the Treasury.
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