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The growth of total student loan debt and borrowing levels has
slowed in recent years, largely due to payment pauses, loan
forgiveness programs and stagnant postsecondary enrollment.
However, student loans remain the third-largest source of consumer
debt, trailing only mortgages and effectively tied with auto loans.
Nearly 43 million Americans owe a student loan balance according
to Department of Education data.

After a nearly four-year pause, student loan payments resumed
in fall 2023, although a temporary “on-ramp” program offered
an additional grace period for borrowers through fall 2024.
Preliminary data suggests many borrowers have been slow
to begin repaying their loans. Data from the Department of
Education shows only 38% of borrowers are in repayment and
current on their student loans. Currently, more than 5 million
borrowers have not made a payment in over a year and sit in
default, while an additional 4 million borrowers are in late-stage
delinquency. The Department of Education recently announced
that it will resume collections activity on defaulted student loans
on May 5, 2025.

Borrowers continue to navigate confusing federal repayment
policies. In February, a federal court issued a new injunction for
the Saving on a Valuable Education (SAVE) Plan and parts of other
income-driven repayment (IDR) plans. Borrowers enrolled in SAVE
are currently in administrative forbearance, which temporarily
pauses payments and interest accrual. The Department of
Education has not processed new applications for income-driven
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Key Takeaways

e Millions of student loan borrowers must now begin
repaying their student loans as payment pauses and
forbearance expire.

e  State policymakers continue to consider legislation
addressing student loan repayment, oversight and
other state policy issues related to student loan
borrowing.

repayment plans since August 2024 and temporarily took down
applications in February before restoring them in late March. The
department announced intentions to begin processing those 1.9
million applications as soon as May 2025.

The department has also announced an upcoming rulemaking ses-
sion on student loan repayment and forgiveness, which will likely at-
tempt to implement a March executive order addressing changes to
the Public Service Loan Forgiveness (PSLF) Program.

The Office of Federal Student Aid has also undergone significant
change, including losing nearly half of its staff in the March “reduc-
tion in force” at the department. President Trump has also suggest-
ed moving management of the student loan portfolio to the Small
Business Administration.

MAY | 2025


https://www.newyorkfed.org/medialibrary/Interactives/householdcredit/data/pdf/HHDC_2024Q4.pdf?sc_lang=en
https://www.newyorkfed.org/medialibrary/Interactives/householdcredit/data/pdf/HHDC_2024Q4.pdf?sc_lang=en
https://studentaid.gov/data-center/student/portfolio
https://studentaid.gov/announcements-events/idr-court-actions
https://www.cnbc.com/2025/03/26/student-loans-could-be-managed-by-the-small-business-administration-.html

State Policy Action

Amid these concerns about the resumption of repayment, states continue to consider measures to ad-
dress student loan debt. In the past three legislative sessions, states have considered more than 400 mea-
sures related to student loans.

Forgiveness and Repayment

States continue to develop, modify, and expand loan forgiveness or repayment programs to help borrow-
ers reduce their debt, while offering incentives for talented, in-demand students and recent graduates to
live, work and stay in their states. These programs provide borrowers with debt relief or payment support
in exchange for work or service in specific professions or fields (commonly health care and education)
for a period of time. More than 20 states have enacted legislation addressing student loan forgiveness
programs.

Forgiveness bills for health care providers are the most common area of state forgiveness legislation over
the past three legislative sessions. Georgia passed a measure that will expand the service cancelable loan
program for physicians and other health care providers in underserved areas to include dental students
and specific criteria for rural areas. In 2023, Idaho created the Rural Nursing Loan Repayment Program.
Nurses may qualify for a total of up to $25,000 in loan repayment upon completion of three years of ser-
vice in arural area.

State legislatures continued to consider policies supporting loan repayment and forgiveness for educators.
Kentucky established the Teacher Recruitment Student Loan Forgiveness Pilot Program in 2024 to provide
stipends of up to $5,000 for teachers and eligible student teachers through the Student Teacher Stipend
Program. Maryland authorized Anne Arundel County to establish a Student Loan Assistance Repayment
Program for educators employed by the county’s public schools.

Utah created the Veterinarian Education Loan Repayment Program in 2023 with an appropriation of $2.5
million. The program will provide up to $100,000 in loan repayment for eligible veterinarians. Colorado
passed a law in 2023 to expand forgiveness to six veterinarian applicants per year and increasing forgive-
ness awards by $5,000 more per year.

Florida legislation will require an annual report on student loan repayment programs. The law also re-
quires the development of a design study to evaluate the effectiveness of student loan repayment pro-
grams beginning in 2025 and to be completed by 2030. Washington passed a law that requires state agen-
cies to provide PSLF materials upon separation and develop a statewide program to increase access and
remove barriers to using PSLF.

Oversight

As millions of students navigate the resumption of repayment, these borrowers face a variety of challeng-
es. Changes in federal contracts for loan servicers have resulted in millions of borrowers having a new ser-
vicing company with different interfaces and communications. A 2024 report from the Consumer Financial
Protection Bureau analyzed over 18,000 consumer complaints related to servicing errors. The report found
that borrowers commonly encountered billing errors, inaccurate repayment information, and customer
service failures.

States continue to consider a range of measures to address student lending oversight including licensure of
servicers, creation of student loan ombudsman, and expanded oversight of private lending options avail-
able to borrowers. In the last decade, at least 18 states have passed legislation expanding licensure and
regulation of servicers and more than a dozen states now have specific ombudsman in place to address
borrower complaints for student lending.

In 2023, Nevada passed legislation to expand the licensure and regulation of student loan servicers. The
measure also expands the duties of the student loan ombudsman created in 2020 and allows the ombuds-
man to make student complaints available to the state attorney general. Oklahoma passed legislation that
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https://custom.statenet.com/public/resources.cgi?id=ID:bill:GA2023000H872&ciq=ncsl27&client_md=54893dc2c78273f0040f34b66a9b91bc&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:ID2023000H213&ciq=ncsl27&client_md=0c2ea502549b89d21be5de2039a55fd8&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:KY2024000H377&ciq=ncsl27&client_md=8ba26b3794a487fa57cab1b2d7b72bdd&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:MD2024000H541&ciq=ncsl27&client_md=4955d4b16ac91f06b4a03638d7d21f55&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:UT2023000H184&ciq=ncsl27&client_md=438e6581867f308608af4876c81aaa1d&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:CO2023000S44&ciq=ncsl27&client_md=b177d40bb36eaf6c96e299a05b400bf3&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:FL2024000S7016&ciq=ncsl27&client_md=7a48cd5dfcf02d0becdbacdbc5ecb092&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:WA2023000H1950&ciq=ncsl27&client_md=6621f26df6b2935bf15b34539c447123&mode=current_text
https://www.consumerfinance.gov/about-us/newsroom/cfpb-report-details-student-borrower-harms-from-servicing-failures-and-program-disruptions/
https://www.ncsl.org/education/student-loan-oversight-private-lending-student-information
https://protectborrowers.org/state-based-student-loan-ombudsmen/
https://www.leg.state.nv.us/Division/Research/Documents/RTTL_NRS226.590_2020.pdf
https://custom.statenet.com/public/resources.cgi?id=ID:bill:OK2023000H1443&ciq=ncsl27&client_md=c13cebc3c95f2b63b90d78e98ada022a&mode=current_text

amends the state’s Student Borrower’s Bill of Rights Act to prohibit student loan servicers from failing to
provide certain loan forgiveness information. lllinois modified protections for loan cosigners and created
requirements for private lenders offering students refinancing options to disclose terms and conditions of
refinancing the loan. New York law will require private education debt lenders to register with the superin-
tendent of financial services.

Taxes and Other Legislation

In 2023, the U.S. Department of Education announced regulations banning most withholding of transcripts
at higher education institutions. Since 2019, at least 10 states have enacted legislation that would prohibit
transcript withholding because of debt owed at higher education institutions. This includes recent legisla-
tive actions in the past three years in Connecticut, Illinois, Maryland, Oregon, and Rhode Island.

New York and California passed measures to exclude student loan discharge or forgiveness amounts from
state income tax. Connecticut also passed a measure in 2024 to expand student loan payment tax credits
for employers who make student loan payments on behalf of an employee.

Washington passed legislation in 2023 to amend the Washington Student Loan Program for graduate stu-
dents to include new provisions that specify the eligible fields of study to include fields with a workforce
shortage or in high demand. These fields include but are not limited to, health care, behavioral and mental
health, early education, K-12, higher education, law enforcement, public safety and others. The program is
scheduled to launch in the 2025-26 academic year.

ADDITIONAL RESOURCES
e NCSL Student Loan Bill Tracking Database

e NCSL Postsecondary Bill Tracking Database
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https://custom.statenet.com/public/resources.cgi?mode=show_text&id=ID:bill:IL2023000S86&verid=IL2023000S86_20240802_0_E&
https://custom.statenet.com/public/resources.cgi?id=ID:bill:NY2023000A8913&ciq=ncsl27&client_md=0af24c965675218f54101c6318c3ac71&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:CT2023000S922&ciq=ncsl27&client_md=6afd599555634d02f1a8add8ee360eff&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:IL2023000S49&ciq=ncsl27&client_md=6cbc319088b7ae8cd56cb324db83f263&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:MD2023000H384&ciq=ncsl27&client_md=09d3924a8845279cb7d65fe82af22284&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:OR2023000S424&ciq=ncsl27&client_md=ae2e356ce1890ef0a4241103c506c57d&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:RI2023000H7282&ciq=ncsl27&client_md=d0cb32d725f9829cf5e8e010272e9ac7&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:NY2023000S267&ciq=ncsl27&client_md=7d7531955eee7335a206b1e8bad1c965&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:CA2023000A1860&ciq=ncsl27&client_md=ddd564986fa4df788efb8950be9d1cbd&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:CT2024000S13&ciq=ncsl27&client_md=3b127735c37490d5cfc41e2b0a118545&mode=current_text
https://custom.statenet.com/public/resources.cgi?id=ID:bill:WA2023000H1823&ciq=ncsl27&client_md=33ad9f979c5c8f067dcab582c6d03874&mode=current_text
https://wsac.wa.gov/graduate-student-loan-program
https://www.ncsl.org/education/student-loan-database
https://www.ncsl.org/education/postsecondary-bill-tracking-database
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