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H.R. 3412: The Higher Education Affordability and Equity Act

What Is It?
· Legislation introduced by Rep. Phil English of Pennsylvania on October 30, 2003
· A bipartisan proposal to make undergraduate and graduate education more affordable by:
· Making student loan interest fully tax-deductible and raising the income threshold for taking the deduction to $115,000 for an individual ($230,000 for joint filers)
· Treating room and board as a “qualified educational expense” when paid from a scholarship, broadening the tax-exempt status of graduate students and others with scholarships.
· Increasing the allowed contribution to tuition savings accounts to $5,000 per year
· Making permanent key education provisions of EGTRRA of 2001, such as the extension of the scholarship exemption to students serving in the National Health Service Corps.
How Would It Help Students?

· Expanding the deductibility of interest helps students pay off the massive debts modern college and post-college students incur. Professional student debt now regularly exceeds $110,000 (AAMC). The current deduction limit of $4,000 is easily exceeded by students paying off that level of debt.
· Expanding the tax-exempt status of scholarships restores an exemption that Congress put in place prior to 1986 and that is still allowed for Section 529 tuition savings plans. Since a large proportion of scholarships come from Federal funds, this removes inefficiencies in the funding process and allows scarce scholarship dollars to stretch further (NSF, AAU). The expected return to students is on the order of $1000-$2000 per year: the cost, among other things, of a year’s health insurance premium.
· Increasing the allowed contribution to education savings accounts allows parents, grandparents, and students to save enough to meet rising tuition costs and avoid incurring costly loans.
Why Is It Necessary?

· Investment in and incentivization of education is essential to prepare America’s future workforce for the coming knowledge-driven economy and to train the educators of tomorrow.
· Students, especially minority/underrepresented students, are discouraged from starting or continuing higher education (especially graduate studies) by the prospects of high levels of debt (AAMC, NSF).
· Student debt at all levels is skyrocketing, necessitating new measures to help pay off that debt.
· An increasing proportion of students are older, “non-traditional”, and/or have families (Dept. of Education). Scholarship dollars are often inadequate to cover family expenses, and it is exceptionally difficult to meet those expenses on a young graduate’s salary while also paying off loans.
· The revenue effect of these proposals should be minimal or even positive in the long run due to increases in GDP. A student who earns a doctorate will pay over $150,000 more in income tax over a lifetime than would a student with a bachelor’s degree, recouping the investment. (Ernst & Young)
· Congress needs to send a continued message that education is a Federal priority in order to encourage young people to pursue advance degrees and prepare themselves effectively.
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