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This month’s higher ed roundup will cover a number of items, including changes to direct loan interest 
rates for the upcoming school year, an update on tax extenders, changes to the Pell Grant baseline, the 
confirmation of a new Under Secretary for the Department of Education, and new regulations for 
TEACH grants. 
 
Direct Loan Interest Rates to Increase for Upcoming Academic Year 
Interest rates for the upcoming 2014 – 2015 academic year will increase for all loans under the federal 
Direct Loan program. Starting with reforms set in place last summer, each year interest rates on new 
federal loans are set based on the final auction of the 10-year Treasury note prior to June 1st. For 
Stafford subsidized and unsubsidized undergraduate loans, rates rose from 3.86% to 4.66%. Stafford 
graduate rates rose from 5.41% to 6.21%, and PLUS loan rates increase from 6.41% to 7.21%. These 
new rates go into effect after July 1, for the upcoming 2014 -2015 school year. 
 
 

 
 
 

Federal Direct Student Loans 2014-2015 Interest Rates 
Effective for Loans With a First Disbursement on or After July 1, 2014 

Loan Type Student Grade Level 

Cohort Index Rate 

Add-On 
2014-2015 

Fixed Interest 
Rate  

Interest Rate 
Cap 

First 
Disbursed 
On/After 

First 
Disbursed 

Before 

10-Year 
Treasury 

Note Index 

Direct 
Subsidized 

Loans 

Undergraduate 
Students 7/1/14 7/1/15 2.61% 2.05% 4.66% 8.25% 

Direct 
Unsubsidized 

Loans 
Undergraduate Students 7/1/14 7/1/15 2.61% 2.05% 4.66% 8.25% 

Direct 
Unsubsidized 

Loans 

Graduate/Professional 
Students 

7/1/14 7/1/15 2.61% 3.60% 6.21% 9.50% 

Direct PLUS 
Loans 

Parents of Dependent 
Undergraduate Students 
& Graduate/Professional 

Students 

7/1/14 7/1/15 2.61% 4.60% 7.21% 10.50% 

Direct 
Consolidation 

Loans 
All Students All Dates 

Interest rate remains the weighted average of the interest 
rates of the loans included in the consolidation, rounded up 
to the next higher one-eighth of one percent. 



Senate to Consider Tax Extenders Bill 
The week of May 12th, the Senate is expected to consider S. 2260, the Expiring Provisions Improvement 
Reform and Efficiency (EXPIRE) Act. The bill includes the above-the-line deduction for qualified 
tuition and related expenses, as well as the Individual Retirement Account (IRA) Charitable Rollover, as 
well as 53 other expired tax provision. Both the IRA Charitable Rollover and the tuition deduction 
expired at the end of 2013, and this bill would extend these provisions through the end of 2015 calendar 
year. The House Ways and Means Committee is considering tax extenders in a piecemeal fashion, and 
thus far has reported out of committee five business related tax provisions. 
 
New Baseline Numbers Extend Pell Surplus into FY 2016 
The Congressional Budget Office (CBO) has released updated budget projections for the Pell Grant 
program that once again show lower estimated program costs over the next ten years (FY 2014 – 2024) 
and delaying the need for supplemental funding for at least one year. The CBO projects fewer students 
will receive awards over this time frame, driving part of the reduction in program costs. Already 
projected to have a surplus in the upcoming FY 2015, and the new Pell Grant estimates would mean a 
small surplus for FY 2016 as well. However, for FY 2017 and beyond the program will still experience 
funding shortfalls ranging from $2.3 billion to $7 billion annually. Assuming current discretionary 
funding, the cumulative shortfall between FY 2017 and 2024 is approximately $38 billion – compared to 
more than $54 billion as projected in May 2013. The updated CBO chart may be viewed here: 
http://www.cbo.gov/sites/default/files/cbofiles/attachments/44199-2014-04-Pell_Grant.pdf. 
 
Senate Confirms Ted Mitchell 
Last week, the Senate confirmed Ted Mitchell to serve as Under Secretary for the Department of 
Education; the top higher education post within the Department. Mitchell was formerly the CEO of the 
NewSchools Venture Fund, an organization that focuses on K-12 education reform and closing the 
achievement gap. Mitchell also previously served as president of Occidental College, and worked in 
various positions as a professor and administrator at Dartmouth College, Stanford University, and the 
University of California at Los Angeles. He replaces former Under Secretary Martha J. Kanter, who left 
the Department of Education at the end of last year. Under Secretary Mitchell is expected to lead the 
Administration’s efforts in developing its new college ratings system.  
 
The Department of Education to Move Forward with Regulations to TEACH Grants 
President Obama and the U.S. Department of Education have announced a plan to move forward with 
new rules to evaluate teacher preparation programs, and encourage states to develop ratings system that 
identify high- and low-performing teacher preparation programs. That ratings systems would likely 
consider job placement rates and retention, as well as data on student outcomes and achievement. 
Eligibility for federal TEACH grants would be tied to these state-developed program ratings systems. In 
2012, the Department of Education convened negotiated rulemaking panel on teacher preparation 
programs. Consensus was not reached during those meetings, however the forthcoming proposal may be 
similar to drafts the department circulated during those sessions. A detailed proposal is expected this 
summer, with the goal of producing a final rule within the next year. The department will be accepting 
public comment once the draft regulations are released. A fact sheet on the proposal may be viewed 
here:  http://www.whitehouse.gov/the-press-office/2014/04/25/fact-sheet-taking-action-improve-teacher-
preparation. 
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