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/rom f / f e o/^/ce o/^ 

Senator Bdward Kennedy 

For Release: September 26, 1995 
Contact; Theresa Bourgeois 

202-224-4781 

STATBMZNT OP SENATOR EDWARD K. KKNNBDY AT THK SBNATB 
LABOR AND ROMAN R2S0TOCSS COiOaTTBS KARK-OP OF TH2 

REPOBLICAK RECONCILlATIOK PROPOSAL TO TAX AND CUT STUDDn LOAJfS 

The Republicans have asked us to meet again todav no raid «:io a v,s n • 
from student aid in order co pay for tax cuts for the weal?hv Th?= '« 
.s a Republican assault on ev^r^ working famLy strJIgUng t J maS L S H e e t 
and pay for their children's college education. 

Senator Kassebaum's reconciliation proposal strikes t->,.. v,« = ̂.-
federal commitment to higher education. ?t adS to th^ debt bSrden of ' 
students increases costs for working families struggling to oav ?or L n ^ o . 
and penalizes colleges and universities for accept^nlneldy sfudenS 
Democrats are trying to take down the dollar sign on college doors 
Republicans want to raise i t higher. '-oiiege aoors. 

Today's mark-up is the third time in a week that we've been acV-*.H r« 
meet co consider student loan cuts. i t ' s no wonder t L t t^e RepSb!fcan 
l l 7 T n ^ , ^ ' ^ "'^f ̂ "Sr resistance from students, families^ and c S f ^ e s across 
.he country. I t imposes an unprecedented student loan tax on colflaes !nd 
r h ^ n ^ t - t ^ " ' schools out of the direct lending p?og"m a S i n s ? 
their wixl, and i t triples the cut imposed directly on sfudenis ^̂ ^̂ "̂ "̂  

If the student loan tax i s enacted into law colleo^n* usn # 

cose Northeastern siso 000 l yea? ! f i S S ^ h J " f ^ "w'̂ "̂' "̂ ^̂  ^^1^ 

= ^ ? r - : i - ^ 
-more-
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^ac- f-f"on?v'!K ^^""5 which they look for jobs after college, despite the 
-ac. t..a. only about one in f i v e students have ^obs upon gradulcion. 

The Republicans make l i g h t of these cuts. But students stand t-o 
f l m - l T e s " ' ' - / ^ Department of Education estimates t h i t students aSd the!? 

the d i ̂ - - p . - l o a f p r ™ % S J : ^ l l ^ ^ i n ^ - h i ^ p L ^ ^ s ^ o ? ^ ° ^ 

f uS^S^JoL'v^nme'^"^?!-of'j^r? ^^'^ at°20rof t o t a l 

57,6 b i l l i o n i„ cut, on student, t h e i r i l m i U e f t h J ^ ^ r " ' , ' ?"39«i°9 
aray S1.7 b i l l i o n to guarjntv aoencies altSif™ f l e j i s l a t l o n gives 
reserve fund, .<:cun,ul!?ed u J d e r ' t S e " ' o t L ? " r o ? ' f S e r e r i ! r °' 

They are i n no sense the pro^ert^ of t h ! l ^ t t l r ' ^^^^^^^^ ̂ "^^^ federal law. 

!!«p.J=lic.,.s, including foSt on t h L r.,™JJ °" ""^ 2" 
c n be „et out o. t-.e^S,%°p%3i?s=?riSr^f?«l^^riS5°lfS'- "'"^ 

p.rti,^„^S?^';^f^J?,f ! f J ^ : - " return to .th. s p i r i t of b i -

95/133 
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9 /2 W9S 

SENATE REPUBLICAN RECONCILIATION PROPOSAL: 
FACT SHEET 

_ Percent of 
Pr,oposgd Cut pr FeP Dollars . Total Proposal 

CUTS OR FEES WHICH FALL ON STUDENTS 

Imposes .85% new student loan tax S2 billion 18% 

Institutions pay new fee equal to .85% 
of school's annual federal loan volume, and 
paymeni lo direct lending schools zeroed 

Adjustments to Lender Entitlements S1.7 billion 

COST SHARING TO STATES s^00 million 

TOTAL COSTS IMPOSED UPON STUDENTS S7.5S billion 

TOTAL COSTS IMPOSED UPON LOAN INDUSTRY S3.1 billion 

14% 

13% 

Raises interest rate s^.5 billion 
on working families 

increases interest rate on PLUS (parent) loans 
from 3.1% to 4%. increases cap 
on interest rate from 9% to 10%. and 
requires lender rebate to government 

Rolls back Direct Student Loan $1.35 billion 
Program and slashes management 
and oversight of all student loans 

Caps direct lending at 20% and forces 
1/3 to 1/2 of current schools out of the program 

Cuts administrative budget of both direct 
and guaranteed loan programs by a total of 
$750 million over 7 years 

Eliminates interest-free grace period S2.7 billion 

ADUSTMENTS TO LENDERS AND GUARANTY 
AGENCIES IN GUARANTEED LOAN PROGRAM 

Adjustments to Guaranty Agency si.4 billion 130, 
Entitlements ° 

25% 

16% 

1% 

70% 

29% 
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Senator Sdwari M- Kennedy 

t o r Release: 
Contact: 

September 22. 199S 
Theresa Bourgeois 
202-224-4781 

SENATE RSPUBLICAN RECONCILIATION PROPOSAL-
$10 BILLION PROM STtJDENT LOANS 

Senate .Republicans have revised -ho;,- r\y^r>r.^ = t c 
f r c r . student loans. Again, t h r p r o p o s i f " s ' t r i J ^ H t t J ^ h ^ ^ r r ' ' ' I 54'"'^" 
cc.^micmenc co higher education. scri)^es at che heart of our f e d e r a l 

Two t h i r d s of the SIC b i l l i o n -
parents s t r u g g l i n g t o pay f o r college 
o.-. students cc almosc b i l l i o n 

_.6 b i l l i o n -- comes from scudencs and 
..'-.IS proposal t r i p l e s che d i r e c t cues 

= = i l e 5 r f o ^ ; r " " ? o i ? e S ^ ' w ! n "^^Tl" i"^"??^" ^" unprecedented new t « on 

o. t,4ir totj: ?̂dirar tS5e?riL'r%'!f%"Lr-rrsh?i:r 
p_..a._y on colleges f o r accepcing needy students. 

cc 
red 
che 
wan 
lo--. 
mea: 
bud: 
d i r ' 
cor-,< 
loa: 

The proposal begins to d i 
ram. No new schools rrav en 
:ced CO 20V of loan volume, 
program w i l l be force d out 
. CO stay i n . Students w i l l 
:r costs, and beccer service 
ure are Sl.35 b i l l i o n , one 
ec r u l e t h a t d i r e c c s CBO t o 
c t ^ l e n d m g d i f f e r e n t l y from 
s from a S7S0 m i l l i o n ' r e d u c 
programs. 

smantle the hi g h l y successful d i r e c t loan 
t e r the program and d i r e c t lending w i l l be 
Up to h a l f of che 1300 schools c u r r e n t l y m 
•- even chough chey receive beccer service and 
no longer b e n e f i t from healthy c o m p e t i t i o n 

h . l / Z f f i ^ ^ " " - ^"^^ " p o r t e d -savings- from t h i s 
n a i f of that number r e s u l t s from a quescionab^-
score the federal a d m i n i s t r a t i v e c ^ t s of 
the guaranteed loan program. The other h a l f 

t i o n m management and oversig h t of a l l student 

- h e i r ^ S e i r f ^ X T x ^ c ^ ^ ^ ^ ^ . f I S c W i n a ' ' ^ ^ " " ^ ^^^"^ ^^^^ — 
other f ees . The increased i n c h e s t r a te i : O ^ ^ / K ' ' ^ ° " ' 
: c c a l s av . . g3 . i n c l u d i n g fees p a i r b y ^ ^ n d ^ L - ^ f s l . s ' b f u t o " " ^ " ^ " ^ ^ ^ ^ 

h i l l i o r ^ h l i r ^ . ^ r i ^ o k ' ' ? " - , Z t V ^ M " ^ ^ ' ^ ' ^ a d d i t i o n a l S3 
p--r iod IS ^ l imlnaCed ^"'^ co l l ege . The i n t e r e s t - f r e e grace 

scudenrio^r^JogL'm L ' f chf^t/yL"^r.tr^^^rb^'^^ ^^^^ ^^^'^^^^ 
f e d e r a l s u b s i d i e l - - a m o u n c l ^ a ^ r i a 1 b l n ' o n adjustments i n che i r 
f e d e r a l subsidi..s over the s ^ U ^ e l r ' b u d g e f p e r r j d ' ^ " ^"^^^ 

na; 
The Republican Congress has no business - - ^ v ^ — r>,« 
•••s ==ude.:s end .or.ir.= e e . U i e . J ^ p t ^ ' ^ X ^ cu^s'-^^f ^J.ele^U.., 

^5 : 3 i 



THE STUDENT LOAN TAX COLLEGES WILL HAVE TO PAV 

Sta le 

California 

Colorado 

Connecticut 

Florida 

Georgia 

Illinois 

Indiana 

Iowa 

Kansas 

Maryland 

Massachusetts 

Michigan 

Institiftinq First Yea Institiftinq 
.85% 

University of California System S3 million 

Scripps College (Claremont) 
534,000 

University of Colorado at Boulder 
S578,000 ' 

Vale University (New Haven) 
S332,000 

University of Florida (Gainesville) 5731,000 

University of Georgia (Athens) 
S434.000 

U. of Illinois at Urbana-Champaign S578,000 

S- III. U- (Carbondale/Edwardsville) 5510,000 

Northwestern Univ. (Chicago) 
5510,000 

Chicago State 
562,600 

Indiana University (Bloomington) 51-1 million 
Notre Dame University 

5213,000 
Iowa State (Ames) 

$553,000 
Univ. of Kansas-St. Louis 

5297,000 

Univ. of Maryland (College Park) 
5255,000 

Johns Hopkins Univ. (Baltimore) 
5204,000 

Northeastern Univ. (Boston) 
5680,000 

U. Mass-Amherst 
5531,000 

^niv. of Michigan (Ann Arbor) 
5723,000 

21 September 1995 
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•Minnesota 

Missouri 

•\-orth Carolina 

>J'ew Hampshire 

.\ew Jersev 

'̂ew York 

O h i o 

Pennsylvania 

Rhode Island 

Tennessee 

Texas 

Vermont 

Virginia 

'̂̂ a.chington 

Univ. of Minnesota (Tw.n Cities) 5935,000 

University of Missoun at St. Louis SI72.000 

UNC-Chapel Hill -.^^ 
5204,000 

Univ, of New Hampshire (Durham) S225.O00 

Ruegers University 3 , ^ ^ ^ 

SUNY Schccis 
54.0 million 

New York University .„ 
3>l 3 million 

CUNY Schools 
5510,000 

Ohio S,„e Univ, (Columbus, 

Ca« Westem Reserve U. (Cleveland) $28,,ooo 

University of Pittsburgh ^ „ 

"n.v of Rhode Island (Kingston) S253.000 

Brown University (Providence, S145,000 

University of Tennessee (Knoxv„le, 5374,000 

University of Texas at Austin 5978.000 

University of Vermont (Burlington, S2,3.O0O 

;ames Madison Univ. (Harrisonburg, 5153,000 

Marymount (Arlington, 

Un.v. of Washington (Seattle, ŝSO.OOO 

21 September 1995 
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9/25/95 

R E P U B U C A N RECONCILIATION P R O P O S A L : 

IMPACT ON INDIVIDUAL STUDENTS AND THEIR FAMILIES 

Proposal Extra Cost 

Elimination of grace period S700 • $2,500 per student depending 

on length of study and amount borrowed 

Raise PLUS loan interest rates 

New student loan tax 

Dismantle Direct Lending 

Up to $5,000 additional cost for families 

who must borrow heavily to meet cost of 

attendance over 4 years of college 

S25 for every student in the 

country (14 million students) every year 

Loan costs and fees could escalate for 

students once competition in loan program is 
eliminated. 

TOTAL 55,800 - S7,600 

Per Student Over Life of Loan, plus further 

potential cost increases due to guaranteed 

loan monopoly 

Source: United Slalyy Department of Education 
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THE KENNEDY AMENDMENT TO THE 
KASSEBAUM RECONCILIATION PROPOSAL 

The Kennedy amendment would strike ail portions of the Republican 
Reconciliation proposal that impose new financial burdens on students and their 
families. 

The amendment leaves intact the $4.4 billion in savings that comes from cuts 
to banks and guaranty agencies, as provided in the Republican proposal. 

Thus, this amendment meets the savings level - $4.4 billion - passed on the 
Senate floor in the Snowe-Simon amendment on May 25, 1995. 
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S I M C 3 W e - S I I W I C 3 I M A M B N D M E f M T 

Summary of legislative action on the concurrent budget resolution: 

House Budget Resolution 

Labor Committee instruction: $18.66 billion in cuts over seven 
years. 

Senate Budget Resolution 

Labor Committee instruction: $13,795 billion in cuts over seven 
years. 

The Snowe-Simon Amendment 

This amendment to the Senate budget resolution reduced the Labor 
Committee instruction from $13,795 billion over seven years to 
$4.4 billion. 

The amendment passed the Senate by a vote of 67 to 32 on May 25. 

Voting Record of Commltte members: 

(Mikulski was absent.) 

Yeas 
OeWlne 
Frist 
Jeffords 
Kassebaum 

Dodd 
Harkin 
Kennedy 
Pell 
Simon 
Wellstone 

Nays 
Abraham 
Ashcroft 
Coats 
Gorton 
Gregg 

Conference Committee 

The conference committee split the difference between the Senate 
and House spending levels, making the official instruction 
$10.8 billion in cuts over seven years. 



SEP-26-1995 16=21 FROM TG 94567028 P.11 

AMEND.vfENTS intended to be proposed by Mr. KENNEDY 

(for himself. Mr. PELL. xMr. DODD, Mr. HARKIN, 

Mr. SIMON, Ms. MIKULSKI, and .Mr. WELLSTONE) 

1 (Purpose: To reduce the recommendations from the 

2 Committee on Labor and Human Resources (primarily af-

3 fecting stnident loans) from $10,779,000,000 in outlays 

4 over 7 years, to $4,395,000,000 by striking the following): 

5 Viz: 

6 On page 1, beginning with line 15, strike all through 

7 page 2. line 25. 

8 On page 3, beginning with line 13, strike all through 

9 page 6, line 14. 

10 On page 10, beginning with line 16, strike all through 

11 page 13, line 13. 

12 On page 13, beginning with line 16, strike all through 

13 page 17, line 16. 

14 On page 22, beginning with line 10, strike all through 

15 page 23, line 14. 
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Senator Sdward Kennedy 

For Release: September 22, 1995 
Contact: Theresa Bourgeois 

(202) 224-4781 

STATEMENT OF SENATOR EDWARD M, KENNgPY 
AT MARK-UP OF SFNATE STUDFNT LOAN RFgONClLIATIQfa Rll,^ 

The Senate Labor and Human Resources Committee is asked today to take 
$10 billion out of the student loan accounts to help pay for a tax cut for the wealthiest 
Americans. That priority is wrong, and I oppose it. 

Senator Kassebaum's reconciliation proposal strikes at the heart of the federal 
commitment to higher education. It adds to the debt burden of students increases 
costs for working families struggling to pay for college, and penalizes colleges and 
universities for accepting needy students. 

This is the second time this week we've been asked to meet to consider student 
loan cuts, and the proposal has not improved with time. Today's proposal retains the 
unprecedented student loan tax on colleges and universities, It forces schools out of 
the direct lending program against their will, and it triples the cut imposed directly on 
students. 

More than two thirds of the proposed cuts -- $7.6 billion - fall on students and 
worthing families in the form of higher fees, increased interest rates, and an assault on 
the highly successful direct student loan program. Most surprising of all, this Anti-Tax 
Republican Congress is imposing an unprecedented new tax on federal student loans. 

If this student loan tax is enacted Into law, colleges will be forced to pay the 
federal govemment neariy one percent (.85%) of every dollar their students borrow for 
college ~ nearly $2 billion over the next seven years. 

Although the legislation states that the fee is not to be passed on to students 
that mandate will be impossible to enforce. Universities facing tight funding will have 
no choice but to pass the tax on to students and parents in the form of higher tuition 
and fees or reduced student aid. 

-more-
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This tax falls especially hard on the vast majority of colleges with small or no 
endowments and large numbers of students on financial aid. Small liberal arts 

. colleges, small religious colleges, and many others, including Gordon Coiiea© in 
M a s s a c h u s e t t s . S t . M a r y ' s In L e a v s n w o r t h K a n s a s . T r tn i ty C o l l e g e in B u r i i n g t o n , 
Vermont, Albion College in Michigan, and Ohio Dominican College lack the resources 
to offset such a blow to their budgets. 

At the University of Massachusetts in Boston, a large urban university with a 
diverse student body, half of the students receive financial aid. This new tax wbuld 
force the college to pay $174,000 a year to the federal govemment. If UMASS-Boston 
wanted to shield its students from the costs, it would have no choice but to tum to the 
state for the money. Little wonder that the National Govemors Association has 
described this student loan tax as 'yet another unfunded mandate that is passed on to 
the states." 

We created the student loan program to make It easier for students from working 
families to attend college. If this provision stands, colleges will be penalized for 
admitting needy students. 

And that's not all. Under the proposed legislation parents who take out PLUS 
loans to ease the financial burden on their children will have to pay higher interest 
rates for those loans. PLUS loans pay for college expenses, including tuition, room, 
board, and other fees. This provision falls hardest on the families who need the most 
help. PLUS loans are particulariy crucial for wori<ing families who have not been able 
to save, or who do not own a home against which to take an equity loan. 

The reconciliation package that Republicans unveiled at the beginning of the 
week cut back the interest-free grace period, during which students look for jobs after 
college, from 6 months to 4 months, imposing almost $1 billion in extra charges on 
students. This new proposal eliminates the grace period altogether, forcing students 
to pay almost $3 billion In additional interest over the next seven years. A student who 
borrows the maximum over four years of college will be charged an extra $700 for the 
grace period alone. 

Millions of students across the country will also lose the benefit of the direct 
student loan program. This proposal begins the process of dismantling direct lending. 
Direct lending will be capped at 20% of total student loan volume. Half of the 1300 
schools now In direct lending will be forced out of the program or forced to cut back on 
their direct lending volume by maintaining dual loan programs. This despite the fact 
that colleges in the program are ovenwhelming In their praise for direct lending, as we 
heard this spring at a hearing before this Committee. Furthemnore, even opponents of 
direct lending acknowledge that the program has brought healthy competition, lower 
costs and better ser/ice to all students. 

-more-
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There no justification for Congress to tilt the balance against direct lending in 
order to prop up the guaranteed loan program that fattens tho profits of banks at the 
^ ' ' p m r t m m o r o a t l m a m m mrt<s a t u c J w n t s . I n m d o m i o n . i r » i o r > « a « « . c > B o u n t l > - , a u s s « < , l« Im o l w a t r 

- t h « t o a p p i n o d l r » o t tendins t o t H o d o f l o K I n v t e a t d o f a c h i e v i n g s a v i n g s . I f t h o 
^ ' P u b l l e m n s t t m t i l n « o n s d m tair • o o r t n g r u l o I n t o t K t o B u d g s t r m t l ^ w r * l - i » n o n o t f i m t f a t v o r a 

the guaranteed loan program, CBO would be telling us today that capping direct 
lending at 20% would cost $1.8 billion over seven years, instead of saving $600 
million as Senator Kassebaum claims. 

Common sense tells us that it is cheaper to loan money to students directly from 
the U.S. Treasury than to force students to go through banks as middlemen. In a letter 
to Senator Abraham last June, Lawrence Lindsey, a Bush appointee to the Federal 
Reserve Board, made precisely this point: 'As long as It Is necessary to provide a 
profit to induce lenders to guarantee student loans, direct lending will be cheaper." 

We can meet our budget goals without cutting education, wrthout burying 
college students under a higher mountain of debt. The Republican Congress has no 
business picking the pockets of students and wori<ing families to pay for tax cuts for the 
wealthy. 

### 

95/181 
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Senator Bdward M- Kennedy 
of //Ia$^acAuseff'$ 

For Release: 
Contact: 

September 22, 1995 
Theresa Bourgeois 
202-224-4781 

SSRAT8 KSPUBLICAH RBCOHCILIXIIOH PROPOSAL: 
$10 BZU.IOM FROM STODiarr IXIAMS 

Senate Republicans have revised t h e i r proposal f o r c u t t i n g $io b i l l i o n 
from student loans. Again, the proposal strikes at the heart of our federal 
commxtment to higher education. 

Two t h i r d s of the Sio b i l l i o n -- $7.g b i l l i o n -- comes from students and 
parents struggling to pay for college. This proposal t r i p l e s the d i r e c t cuts 
on students t o almost $3 b i l l i o n . 

The Anti-tax Republican Congress proposes an unprecedented new tax on 
college loans Colleges w i l l have to pay the federal government a tax of 85% 
on t h e i r t o t a l volume of federal student loans -- close to $2 b i l l i o n over 
seven years. That means less grant money available for students, higher 
t u i t i o n and fees, and a penalty on colleges for accepcing needy students. 

The proposal begins to dismantle the highly successful d i r e c t loan 
program. No new schools may enter the program and d i r e c t lending w i l l be 
reduced to 2 0% of loan volume. Up to half of the 1300 schools currently i n 
the program w i l l be forced out -- even though they receive b e t t e r service and 
want to stay i n . Students w i l l no longer benefit from healthy competition 
lower costs, and better services. Although the reported "savings" from t h i s 
measure are $1.35 b i l l i o n , one half of that number results from a questionable 
budget r u l e that directs CBO to score the federal administrative costs of 
dire c t lending d i f f e r e n t l y from the guaranteed loan program. The other h a l f 
comes from a $750 m i l l i o n reduction i n management and oversight of a l l student 
loan programs. 

Parents w i l l pay increased interest rates on the PLUS loans they assume 
to help t h e i r children pay college b i l l s , including t u i t i o n , room, board, and 
other fees. The increased interest rate to be paid by parents generates a 
t o t a l savings, including fees paid by lenders, of $1.5 b i l l i o n . 

under the new proposal, students w i l l be charged an additional $3 
b i l l i o n while they look for a job after college. The interest-free arace 
period i s eliminated. ^ 

Meanwhile, the banks and guaranty agencies that have p r o f i t e d from the 
student loan program fo r t h i r t y years w i l l absorb minor adjustments i n t h e i r 
federal subsidies amounting to $3.1 b i l l i o n , or less than 10% of t h e i r 
federal subsidies over the seven year budget period. 

The Republican Congress has no business picking the pockets of the 
nation's Students and working families to pay for tax cuts f o r the wealthy. 

95/181 
### 
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SENATE REPUBUCAN RECONCIUATION PROPOSAL: 
FACT SHEET 

pr7P7Tff.H « .̂.t or Fee EallfltS 

CUTS OR FEES WHICH FALL ON STUDENTS 

Imposes .85% new student loan tax $2 bllHon 

InslKutions pay new fee equal to .85% 
of school s annual federal loan volume, and 
payment to direct lending schools zeroed 

Raises Interest rate ^^'S billion 
on working families 

Increases interest rate on PLUS (parent) loans 
from 3.1% to 4%. increases cap 
on interest rate from 9% to 10%, and 
requires lender rebate to govemment 

Rolls back Direct Student Loan 
Program and slashes management 
and oversight of all student loans 

Caps direct lending at 20% and forces 
1/3 lo 1/2 of current schools out of the program 

Cuts administrative budget of both direct 
and guaranteed loan programs by a total of 
$750 million over 7 years 

Eliminates interest-free grace period $2.7 billion 

Percent of 
ffft^l Proposal 

18% 

$1^5 billion 

ADUSTMENTS TO LENDERS AND GUARANTY 
AGENCIES IN GUARANTEED LOAN PROGRAM 

Adjustments to Guaranty Agency 
Entitlements 

Adjustments to Lender Entitlements 

COST SHARING TO STATES 

$1.4 billion 

$1.7 billion 

$100 million 

14% 

13% 

25% 

13% 

16% 

1% 

TOTAL COSTS IMPOSED UPON STUDENTS $7.55 billion 

TOTAL COSTS IMPOSED UPON LOAN INDUSTRY $3.1 billion 

70% 

29% 
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OFFICE OF PUBLIC LIAISON 
EDUCATION 

COMPANY CITY ST 

AFL-CIO Region 1 R o l l i n g 
Meadows 

11 

AFL-CIO Region I I Tulsa OK 

AFL-CIO Region I I I Baltimore MD 

AFL-CIO Region IV A u s t i n TX 

AFL-CIO Region IX S e a t t l e WA 

AFL-CIO Region V College 
Park 

GA 

AFL-CIO Region VI Los 
Angeles 

CA 

AFL-CIO Region V I I New York NY 

AFL-CIO Region V I I I Boston MA 

AFL-CIO Region X Na s h v i l l e TN 

AFL-CIO Region XI Denver CO 

AFL-CIO Region X I I Edina MN 

AFL-CIO ; Department of Education Washington DC 

Akron C i t y School D i s t r i c t Akron OH 

Alabama Associ a t i o n of School Boards Montgomery AL 

Alabama Parent -Teachers Association Montgomery A l 

Alaska i Council of School A d m i n i s t r a t o r s Juneau AK 

Alaska : Parent-' Teachers Association Anchorage AK 

Albuquerque Public Schools Albuquerqu 
e 

NM 

Aldine Independent School D i s t r i c t Houston TX 

Alpine School ; D i s t r i c t American 
Fork 

UT 

Amer. Asn of State Colleges and 
U n i v e r s i t i e s 

Washington DC 

Amer. Assn of Community Colleges Washington DC 

Amer. Assn of : Higher Education Washington DC 

Amer. Assn. of 
Education 

Colleges f o r Teacher Washington DC 

American Association of School A r l i n g t o n VA 
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OFFICE OF PUBLIC LIAISON 
EDUCATION 

COMPANY CITY ST 

Adm i n i s t r a t o r s 

American Asso c i a t i o n of U n i v e r s i t y Women Washington DC 

American Council on Education Washington DC 

American Education Research Association Washington DC 

American Federation of Teachers Washington DC 

Anchorage School D i s t r i c t Anchorage AK 

Anne Arundel County School D i s t r i c t Annapolis MD 

Anoka-Hennepin Independent School 
D i s t r i c t 

Coon 
Rapids 

MN 

Arizona Parent-Teachers Association Phoenix AZ 

Arizona School A d m i n i s t r a t o r s , Inc. Phoenix AZ 

Arizona School Boards Association Phoenix AZ 

Arkansas Assocation of School 
A d m i n i s t r a t o r s 

L i t t l e 
Rock 

AR 

Arkansas Friends f o r Better Schools L i t t l e 
Rock 

AK 

Arkansas Parent-Teachers Association North 
L i t t l e 
Rock 

AR 

Arkansas School Boards Association L i t t l e 
Rock 

AR 

A r l i n g t o n Independent School D i s t r i c t A r l i n g t o n TX 

Asn of Community College Trustees Washington DC 

Assocation of C a l i f o r n i a School 
A d m i n i s t r a t o r s 

Sacramento CA 

Association of Alaska School Boards Juneau AK 

Association of Junior Leages 
I n t e r n a t i o n a l 

Washington DC 

At l a n t a Public Schools A t l a n t a GA 

Aust i n Independent School D i s t r i c t A u s t i n TX 

Baltimore County Public Schools Towson MD 

Baltimore Public Schools Baltimore MD 

Birmingham Public School System Birmingham AL 
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OFFICE OF PUBLIC LIAISON 
EDUCATION 

COMPANY 

Board of Education of the C i t y of New 
York 

Boston Public Schools 

Brownsville Independent School D i s t r i c t 

Brunswick High School 

B u f f a l o C i t y Schools 

Caddo Parish School D i s t r i c t 

Calcasieu Parish School Board 

C a l i f o r n i a Parent-Teachers Association 

C a l i f o r n i a School Boards Association 

Charleston County Public Schools 

C h e r s t e r f i e l d County Public School 

Chicago Public Schools 

C i n c i n n a t i C i t y School System 

Clark County School D i s t r i c t 

Clayton County School d i s t r i c t 

Cleveland C i t y School D i s t r i c t 

Cobb County School D i s t r i c t 

College of Santa Fe 

Colorado Assocation of School Executives 

Colorado Parent, Teacher, Students 
Association 

Columbus Public Schools 

Committee f o r Education Funding 

Connecticut Parent-Teachers Association 

Corpus C h r i s t i Independent School 
D i s t r i c t 

Council of Chief State School O f f i c e r s 

CITY ST 

Brooklyn NY 

Boston MA 

B r o w n s v i l l TX 
e 

Brunswick GA 

B u f f a l o NY 

Shreveport LA 

Lake LA 
Charles 

Los CA 
Angeles 

West CA 
Sacremento 

Charleston SC 

Ches t e r f i e VA 
I d 

Chicago I L 

C i n c i n n a t i OH 

Las Vegas NV 

Jonesboro GA 

Cleveland OH 

M a r i e t t a GA 

Santa Fe NM 

Englewood CO 

Denver CO 

Columbus OH 

Washington DC 

Hamden CT 

Corpus TX 
C h r i s t i 

Washington DC 
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EDUCATION 

COMPANY CITY ST 

Council of Great C i t y Schools Washington DC 

Council on Educational Development and 
Research 

Washington DC 

Cumberland County School D i s t r i c t F a y e t t e v i l 
l e 

NC 

Cypress-Fairbanks School D i s t r i c t Houston TX 

Dade County Public Schools Miami FL 

Dallas Independent Schools Dallas TX 

Davis County School D i s t r i c t Farmington UT 

DeKalb County School D i s t r i c t Decatur GA 

Delaware Parent-Teachers Association Newark DE 

Delta Head S t a r t Walnut 
Grove 

CA 

Denver Public Schools Denver CO 

D e t r o i t Public School D i s t r i c t D e t r o i t MI 

D i s t r i c t of Columbia Parent-Teachers 
Association 

Washington DC 

D i s t r i c t of Columbia Public School 
System 

Washington DC 

Duval County School D i s t r i c t J acksonvil 
l e 

FL 

East Baton Rouge Parish Schools Baton 
Rouge 

LA 

El Paso Independent School D i s t r i c t El Paso TX 

Escambia School D i s t r i c t Pensacola FL 

F a i r f a x County School D i s t r i c t F a i r f a x VA 

Fayette County Public Schools Lexington KY 

Federation of I l l i n o i s Colleges and 
U n i v e r s i t i e s 

S p r i n g f i e l 
d 

I L 

F l o r i d a Parent-Teachers Association Orlando FI 

Fordan School D i s t r i c t Sandy UT 

Fort Bend Independent School D i s t r i c t s Sugar Land TX 

Fort Wayne Community School D i s t r i c t Fort Wayne IN 
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EDUCATION 

COMPANY 

Fort Worth Independent School D i s t r i c t 

Fresno U n i f i e d School D i s t r i c t 

Fulton County School D i s t r i c t 

Garden Grove U n i f i e d School D i s t r i c t 

Garland Independent School D i s t r i c t 

Georgia Parent-Teachers Association 

Granite School D i s t r i c t 

G r e e n v i l l e County School D i s t r i c t 

Gwinnett County School D i s t r i c t 

Hawaii D i s t r i c t 

Hawaii Parents, Teachers and Students 
Association 

Henrico County School D i s t r i c t 

Hillsbourough County School D i s t r i c t 

Hispanic Assn of Colleges and 
Un i v e r s i t e s 

Honolulu School D i s t r i c t 

Houston Independent School D i s t r i c t 

Idaho Congress of Parent-Teacher 
Association 

I l l i n o i s Parent-Teacher Association 

Impact Aid 

Indiana Parent-Teacher Association 

I n d i a n a p o l i s Public Schools 

Inman R e s i d e n t i a l Treatment Center 

Iowa Parent-Teacher Association 

Jackson Public School 

CITY 

Fort Worth 

Fresno 

A t l a n t a 

Garden 
Grove 

Garland 

A t l a n t a 

S a l t Lake 
C i t y 

G r e e n v i l l e 

Lawrencevi 
l i e 

H i l o 

Honolulu 

Richmond 

Tampa 

Washington 

Honlulu 

Houston 

Pocatello 

S p r i n g f i e l 
d 

Washington 

Indianapol 
i s 

Indianapol 
i s 

San 

Antonio 

Des Moines 

Jackson 

ST 

TX 

CA 

GA 

CA 

TX 

GA 

UT 

SC 

GA 

HI 

HI 

VA 

FL 

DC 

HI 

TX 

ID 

I L 

DC 

IN 

IN 

TX 

IA 

MS 
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OFFICE OF PUBLIC LIAISON 
EDUCATION 

COMPANY 

Jeff e r s o n County Public School System 

Je f f e r s o n County School D i s t r i c t 
J e f f e r s o n County School D i s t r i c t 

J e f f e r s o n Parish School D i s t r i c t 

Kanawha County schools 

Kansas C i t y Missouri School D i s t r i c t 

Kansas Parent-Teacher Association 

Kentucky Parent-Teacher Association 

Knox County School D i s t r i c t 

Long Beach U n i f i e d School D i s t r i c t 

Los Angeles U n i f i e d School D i s t r i c t 

Louisiana Parent-Teacher Association 

Madison Exploratory School 

Maricopa County School Superintendent's 
O f f i c e 

Maryland Parent-Teacher Association 

Massachusetts Parent-Teacher Student 
Association 

Memphis C i t y Shcools 

Mesa U n i f i e d School D i s t r i c t 

Michigan Parent-Teacher Association 

Milwaukee Public Schools 

Minneapolis Public Schools 

Minnesota Parent-Teacher Association 

M i s s i s s i p p i Parent-Teacher Association 

Missouri Parent-Teacher Association 

Mobile County School D i s t r i c t 

Montana Parent-Teacher Association 

Montebello U n i f i e d School 

CITY ST 

Birmingham AL 

L o u i s v i l l e KY 
Golden CO 

Harvey LA 

Charleston WV 

Kansas MO 
C i t y 

Topeka KS 

Fr a n k f o r t KY 

K n o x v i l l e TN 

Long Beach CA 

Los CA 
Angeles 

New LA 
Orleans 

Canon C i t y CO 

Phoenox AZ 

Baltimore MD 

A r l i n g t o n MA 

Memphis TN 

Mesa AZ 

Lansing MI 

Milwaukee WI 

Minneapoli MN 
s 

Ro s e v i l l e MN 

S t a r k v i l l e MS 

Columbia MO 

Mobile AL 

Missoula MT 

Montebello CA 
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EDUCATION 

COMPANY 

Montgomery County Public Schools 

Montgomery County Schools 

Mount Diablo U n i f i e d School D i s t r i c t 

Nashville-Davidson County 

National Asn of Secondary School 
P r i n c i p a l s 

N a t ional Asn of State D i r e c t o r s of 
Vo-Tech Education 

National Asn of Student F i n a n c i a l Aid 
Adm i n i s t r a t o r s 

National Assn of Colleges And 
U n i v e r s i t i e s 

National Assn of Equal Opportunity i n 
Higher Education 

National Assn of Secondary School 
P r i n c i p a l s 

N a t ional Assn of State U n i v e r s i t i e s and 
Land Grant Colleges 

National A s s o c i a t i o n of Independant 
Schools 

National A s s o c i a t i o n of School 
Psychologists 

National A s s o c i a t i o n of State Boards of 
Education 

National A s s o c i a t i o n of State D i r e c t o r s 
of Special Education 

National Council of Education 
Opportunity Assn 

National Education Association 

National Parent TEacher Association 

National Parent-Teacher Association 

National School Boards Association 

Nazarene B i b l e College 

Nebraska Parent-Teacher Association 

Nevada Parent-Teacher Association 

CITY ST 

R o c k v i l l e MD 

Montgomery AL 

Concord CA 

Na s h v i l l e TN 

Reston VA 

Washington DC 

Washington DC 

Washington DC 

Washington DC 

Alexandria VA 

Washington DC 

Washington DC 

Bethesda MD 

Alexandria VA 

Alexandria VA 

Washington DC 

Washington DC 

Washington DC 

Washington DC 

Alexandria VA 

Colorado CO 
Springs 

L i n c o l n NE 

Las Vegas NV 
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EDUCATION 

COMPANY CITY ST 

New Hampshire Parent-Teacher Association Amherst NH 

New Jersey Asso c i a t i o n of Parent 
Coordinators 

Paterson NJ 

New Jersey Parent-Teacher Association Trenton NJ 

New Mexico Parent-Teacher Association Albuquerqu 
e 

NM 

New York Parent-Teacher Association Albany NY 

New York State United Teachers Albany NY 

Newark Board of Education Newark NJ 

Norfolk C i t y Public Schools No r f o l k VA 

North Carolina Parent-Teacher 
Association 

Raleigh NC 

North Dakota Parent-Teacher Association Minot ND 

North Est Indepentdent School D i s t r i c t San 
Antonio 

TX 

Northside Independent School D i s t r i c t San 
Antonio 

TX 

Oakland u n i f i e d School D i s t r i c t Oakland CA 

Ohio Parent-Teacher Association Columbus OH 

Oklahoma C i t y Public Schools Oklahoma 
C i t y 

OK 

Oklahoma Parent-Teacher Association Moore OK 

Omaha Public Schools 
Omaha Public Schools 

Omaha 
Omaha 

NE 
NE 

Orange County Public Schools Orlando FL 

Oregon Parent-Teacher Association Portland OR 

Orleans Parish Public Schools New 
Orleans 

LA 

Palm Beach County School D i s t r i c t West Palm 
Beach 

FL 

Pasadena Indepenent School System Pasadena TX 

Pennsylvania Parent-Teacher Association Harrisburg PA 

P i n e l l a s County School D i s t r i c t Largo FL 

Pinkerton Academy Derry NH 
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OFFICE OF PUBLIC LIAISON 
EDUCATION 

COMPANY CITY ST 

P i t t s b u r g h Public Schools P i t t s b u r g h PA 

Pleasant Lea Junior High School Lee' s 
Summit 

MO 

Polk County School D i s t r i c t Bartow FL 

Portland Public Schools Portland OR 

Prince Georges County Public School 
System 

Upper 
Marlboro 

MD 

Prince W i l l i a m School D i s t r i c t Manassas VA 

Rainbow H i l l s B a p t i s t School San 
Antonio 

TX 

Rhode I s l a n d Parent-Teacher Association Cranston RI 

Richardson Independent School D i s t r i c t Richardson TX 

Richmond County School Augusta GA 

Rochester C i t y School D i s t r i c t Rochester NY 

Sacramenton County O f f i c e of Education Sacramento CA 

Saint Paul Public Schools Saint Paul MN 

San Antonio Independent School D i s t r i c t San 
Antonio 

TX 

San Bernardino County O f f i c e of 
Education 

San 
Bernardino 

CA 

San Diego U n i f i e d School D i s t r i c t San Diego CA 

San Francisco U n i f i e d School D i s t r i c t San 
Francisco 

CA 

San Juan U n i f i e d School D i s t r i c t Carmichael CA 

Santa Ana U n i f i e d School D i s t r i c t Santa Ana CA 

Santa Clara Coutny Board of Education San Jose CA 

Savannah-Chatham County Board of 
Education 

Savannah GA 

School Board of Brevard County Melbourne FL 

School Board of Broward County Fort 
Lauderdale 

FL 

School D i s t r i c t of P h i l i d e l p h i a Philadelph 
i a 

PA 

Se a t t l e School D i s t r i c t S e a t t l e WA 
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COMPANY CITY ST 

Seminole County Public Schools Sanford FL 

Shelby County School System Memphis TN 

South Carolina Parent-Teacher 
Association 

Columbia SC 

South Dakota Parent-Teacher Association P i e r r e SD 

State of Colorado CO 

Stockton U n i f i e d School D i s t r i c t Stockton CA 

Tennesee Parent-Teacher Association N a s h v i l l e TN 

Texas Parent-Teacher Association A u s t i n TX 

The Benton Foundation Washington DC 

The School D i s t r i c t of Lee County Fort Myers FL 

Toledo Public School Toledo OH 

Tucson U n i f i e d School D i s t r i c t 
Tucson U n i f i e d School D i s t r i c t Tucson AZ 

Tulsa Public Schools Tulsa OK 

Utah Parent-Teacher Association S a l t Lake 
C i t y 

UT 

Vermont Parent-Teacher Association Washington VT 

V i r g i n i a Beach C i t y Public School V i r g i n i a 
Beach 

VA 

V i r g i n i a Parent-Teacher Association Richmond Va 

Volusia County School D i s t r i c t DeLand FL 

Wake County School D i s t r i c t Raleigh NC 

Washington Parent-Teacher Association Tacoma WA 

Washoe County School D i s t r i c t Reno NV 

West V i r g i n i a Parent-Teacher Association Barboursvi 
l i e 

WV 

Wichita Public Schools Wichita KS 

Windham-Ashland-Jewett Central School Windham NY 

Winston-Salem Forsyth County Schools Winston-Sa 
lem 

NC 

Wisconsin Parent-Teacher Association Madison WI 
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COMPANY CITY ST 

Wyoming Parent-Teacher Association Casper WY 

Ysleta Independent School D i s t r i c t El Paso TX 
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SPECIAL 
EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington. D.C. 20503-0001 
9/28/95 

LEGISLATIVE REFERRAL MEMORANDUM 

LRM NO: 2862 

FILE NO: 1458 

Total Page(s): _ 

TO: 

FROM: 

OMB CONTACT: 

Legislative Liaison Officer - See Distributioi\ below: [\ ^ 
Janet FORSGREN (for) 
Assistant Director for Legislative Reference! 
Connie BOWERS 395-3803 
Legislative Assistant's line (for simple responses): 395-7362 

loii Deiow: n 

SUBJECT: Committee Marlcup on Higher Education provisions in S. Labor and Human Resources 
Committee maf1(up for Reconciliation, 

DEADLINE: Monday, October 02,1995^ 
In accordance witli OMB Circular A-19, OMB requests the views of your agency on the above subject before 
advising on its relationship to the program of the President. 

Please advise us If this item will affect direct spending or receipts for purposes of the 
"Pay-As-You-Go" provisions of Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: The attached legislative language includes amendments adopted by the Committee on 
September 26th. Please provide your views to assist in the development of language for a 
Statement of Administration Policy to the Senate on the Reconciliation bill. 

DISTRIBUTION LIST: 

30-EDUCATION-Jack K r i s t y - 2 0 2 4 0 1 8 3 1 3 - ^ * * ^ ^ 1 ^ l/V>c l o S K y \ ^ S 
118-TREASURY - Richard S. Can-o - 2026221146 

AGENCIES: 

EOP: Ken Apfel/J. Himler 
Ellen Seidman ^ 
Jeremy Ben-Ami 
Paul. Dimond ^ 
Barry White 
Lisa Fairhall 
Pat Smith 
Dan Chenok 
Ed Brigham 
Janet Forsgren 
Jim Murr 
Josie Dade 



SPONSETO LRM NO: 2662 
LEGISLATIVE REFERRAL MEMORANDUM FILE NO: 1458 

If your response to this request for views Is simple (e.g., concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. 

If the response is simple and you prefer to call, please call the branch-wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 

Yoii may also respond by: 

(1) calling the analyst/attome/s direct line (you will be connected to voice mail if the analyst does not answer); or 
(2) sending us a memo or letter. 

Please include the LRM number shown above, and the subject shown below. 

TO: Connie BOWERS .395-3803 
Office of Management and Budget 
Fax Number 395-6148 
Branch-Wide Line (to reach legislative assistant): 395-7362 

FROM: Pate) 

(Name) 

' (Agency) 

(Telephone) 

SUBJECT: Committee Markup on Higher Education provisions in S. Labor and Human Resources Committee 
maricup for Reconciliation 

The following is the response of our agency to your request for views on the above-captloned subject: 

• Concur 

No Objection 

No Comment 

See proposed edits on pages 

Other 

FAX RETURN of ; pages, attached to this response sheet 
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^'iz: (Page and line numbers refer to document 

#SIG95.848) 

1 On page 2, lines 7 and 8, strike "and for each suc-

2 ceeding academic year". 

3 On page 2, line 17, strike the quotation marks and 

4 the semicolon. 

5 On page 2, between lines 17 and 18, insert the follow-

6 ing: 

7 "(C) For academic year 1996-1997 and 

8 for each succeeding academic year, loans made 

9 under tliis part, including Federal Direct Con-

10 soUdation Loans, shall represent not more than 

11 20 percent of the new student loan volume for 

12 such year, except that the Secretary shall not 

13 enter into such an agreement with an ehgible 

14 institution that has not appUed and been ac-

15 cepted for participation in the direct loan pro-

16 gram under this part on or before September 

17 30, 1995."; 

18 On page 4, strike lines 5 and 6, and insert the foUow-

19 ing: 
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2 

1 $125,000,00 for fiscal year 1996 (of which $40,000,000 

2 shall be available for administrative cost allowances for 

3 guaranty agencies for October through December of 

4 1995), and $85,000,000 for each of the fiscal years 1997 

5 On page 14, line 3, strike "2 percent" and insert 

6 "0.85 percent". 

7 On page 14, strike Unes 4 and 5, and insert the fol-

8 lo^ îng: 

9 amount of the loan. Such payment shall be made vdthin 

10 60 days after the close of the calendar quarter in which 

11 such loan is disbursed. It is the sense of the Senate that 

12 such payment shall not be charged to students attending 

13' such institution in the form of increased tuition or student 

14 fees. 

15 On page 14, line 14, strike "(1)" and insert "(m). 

16 On page 14, Une 21, strike "2 percent" and insert 

17 "0.85 percent". 

18 On page 14, strike Unes 22 through 24, and insert 

19 the following: 
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1 such loan. It is the sense of the Senate that such pajiuent 

2 shall not be charged to students attending such institution 

3 in the form of increased tuition or student fees.". 

4 On page 15, strike Unes 9 and 10, and insert the fol-

5 lowng: 

6 after the close of the calendar quarter in which the 

7 loans are disbursed. The first such payment shall be 

8 due on May 30, 1996. 

9 On page 15, bet̂ veen Unes 10 and 11, insert the fol-

10 lowing: 

11 (h) RISK SHARING.—Section 428(n) (20 U.S.C. 

12 1078(n)) is amended by adding at the end the foUowing 

13 new paragraph: 

14 "(5) APPLICABILITY TO PART D LOANS.—The 

15 provisions of this subsection shall apply to institu-

16 tions of higher education participating in direct lend-

17 ing under part D with respect to loans made under 

.18 such part, and for the purposes of this paragraph, 

19 paragraph (4) shall be applied by inserting 'or part 

20 D' after 'this part'". 

21 On page 15, beginning with Une 12, strike aU through 

22 page 16, Une 21, and insert the following: 
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1 (a) ELIMINATIO.X OF GRACE PERIOD INTEREST SUB-

2 SIDIES.—Section 428(a)(3) (20 U.S.C. 1078(a)(3)) is 

3 amended by adding at the end the foUô '̂ing new subpara-

4 graph: 

5 "(C) Notwithstanding subparagraph (A), 

6 no portion of the interest which accrues after 

7 the student ceases to carry at an eUgible insti-

8 tution at least one-half the normal fuU-time 

9 academic workload (as determined by the insti-

10 tution) and prior to the beginning of the repay-

11 ment period of the loan shaU be paid by the 

12 Secretary under this subsection on any loan for 

13 wliich the first disbursement is made on or 

14 after January 1, 1996, to an individual who is 

15 a new borrower on such date. Interest on the 

16 unpaid principal amount of any such loan dur-

.17 ing the interval described in the preceding sen-

,18 tence shaU, at the option of the borrower— 

19 "(i) be paid monthly or quarterly; or 

20 "(u) be added by the lender to the 

21 principal amount of the loan at the com-

22 mencement of the repayment period.". 

23 On page 24, strike Unes 6 through 8, and insert the 

24 following: 
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1 (B) in the second sentence, by striking "in-

2 come-sensitive" and inserting "graduated, in-

3 come-sensitive, or income contingent". 

4 On page 26, Une 5, insert "in repayment" after "such 

5 loan". 

6 On page 31, Unes 21 and 22, strike "the first dis-

7 bursement is made" and insert "claims for insurance are 

8 filed by eUgible lenders". 

9 On page 33, Une 14, strike "$170,000,000" and in-

10 sert "$180,000,000". 

11 On page 36, Une 2, strike "and" and insert "or". 

12 On page 39, strike Unes 17 through 24, and insert 

13 the foUowing: 
14 (f) ELIMINATION OF SUPPLEMENTAL PRECLAIMS 
15 ASSISTANCE.— 

16 (1) AMENDMENT.—Section 428(1) (20 U.S.C. 

17 1078(1)) is amended— 

18 (A) by striking paragraph (2); and 

19 (B) by striking "(1) PRECLAIMS" and aU 

20 that foUows through "Upon receipt" and insert-
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1 ing "(1) PRECL^UMS ASSISTANCE AND SUPPLE-

2 MENTAL PRECLAIMS ASSISTANCE.—Upon re-

3 ceipt". 

4 (2) E F F E C T R T DATE.—The amendment made 

5 by this subsection shaU apply to loans for which the 

6 first deUnquency occurs on or after January 1, 

7 1996. 

8 On page 41, between Unes 19 and 20, insert the fol-

9 lowing: 

10 (3) LIMITATION ON OWNERSHIP OF STOCK.— 

11 (A) SECRETARY OF THE TREASURY.—The 

12 Secretary' of the Treasur}', in completing the 

13 sale of stock pursuant to subsection (c), may 

14 not sell or issue the stock held bv the Secretary-

15 of Education to an agency, instrumentaUty, or 

16 estabUshment of the United States Govemment, 

17 or to a Govemment corporation or a Govem-

18 ment controUed corporation as such terms are 

19 defined in section 103 of title 5, United States 

20 Code, or to a government-sponsored enterprise 

21 as such term is defined in section 622 of title 

22 2, United States Code. 

23 (B) STUDENT LOAN .\LVRKETING ASSOCU-

24 TION.—The Student. Loan Marketing Associa-
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1 tion shaU not increase its share of the owiier-

2 ship of the Corporation in excess of 42 percent 

3 of the shares of stock of the Corporation out-

4 standing on the date of enactment of this Act. 

5 The Student Loan Marketing Association shall 

6 not control the operation of the Corporation, 

7 except that the Student Loan Marketing Asso-

8 elation may participate in the election of direc-

9 tors as a shareholder, and may continue to ex-

10 ercise its right to appoint directors under sec-

11 tion 754 of the Higher Education Act of 1965 

12 (20 U.S.C. 1132f-3) as long as that section is 

13 in effect. 

14 On page 45, beginning with Une 13, strike all through 

15 page 46, Une 21, and insert the foUowing: 

16 (1) SALE OF STOCK REQUIRED.—The Secretary 

17 of the Treasury shaU seU, pursuant to section 324 

18 of title 31, United States Code, the stock of the Cor-

19 poration owned by the Secretary of Education as 

20 soon as possible after the date of enactment of this 

21 Act, but not later than six months after such date. 

22 (2) PURCHASE BY THE CORPORATION.—In the 

23 event that the Secretary of the Treasuiy is unable 

24 to sell the stock, or any portion thereof, at a price 
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1 acceptable to the Secretaiy of Education and the 

2 Secretary of the Treasur}-, the Corporation shall 

3 purchase, within 9 months after the date of enact-

4 ment of this Act, such stock at a price determined 

5 by the Secretary of the Treasuiy and acceptable to 

6 the Corporation,, based on the independent appraisal 

7 of one or more nationaUy recognized financial fimis, 

8 except that such price shaU not exceed the value of 

9 the Secretary of Education's stock as determined by 

10 the Congressional Budget Office in House Report 

11 104-153, dated June 22, 1995. 

12 (3) REIMBURSEMENT OF COSTS OF SALE.—The 

13 On page 47, Une 3, strike "(5)" and insert "(4)". 

14 On page 47, beginning with line 12, strike aU through 

15 page 48, Une 3. 

16 Execute appropriate technical and conforming 

17 amendments. 
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1 TITLE X—COMMITTEE ON LABOR 
2 AND HUMAN RESOURCES 
3 Subtitle A—Student Loan 
4 Provisions 
5 SECTION 10001. REFERENCES; GENERAL EFFECTIVE DATE. 

6 (a) REFERENCES.—Except as othen\ise expressly 

7 pro\ided. whenever in this subtitle an amendment or re-

8 peal is exjDressed in terms of an amendment to, or repeal 

9 of. a .section or otiier provUioii. the i-eterenc-e .shall be coii-

10 sidered to be made to a section or other provision of the 

11 Higher Education A'ct of 1965 (20 U.S.C. 1001 et seq.). 

12 (b) GENER.\I. EFFECTR-E DATE.—Unless othenuse 

13 specified in this subtitle, the amendments made by this 

14 subtitle shall take effect on January L 1996. 

15 SEC. 10002. P A R T I C I P A T I O N OF INSTITUTIONS A N D A D M I N -

15 I S T R A T I O N OF L O A N PROGRAMS. 

17 (a) Ll.MlT-\Th:»N 0.\ Pl-tdl'MHTloN oK L<.iA.\.^ 

18 UNDER THE DIRECT LOAN PROGR-V-M.—Section 453(a) 

19 (20 U.S.C. 1087c(a)) is amended— 

20 (1) by amencUng paragraph (2) to read as fol-

21 lows: 

22 "(2) DETERMIN.\TIO.V OF NUMBER OF AGREE-

23 MENTS.—The Seeretan* may enter into agreements 

24 under subsections (a) and (b) of section 454 with in-
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1 stitutions for participation . in the direct loan pro-

2 gram under this part, subject to the foUowing: 

3 -(A) For academic year 1994-1995, loans 

4 made under tliis part shaU represent not more 

5 than 5 percent of new student loan volume for 

6 such year. 

7 ''(B) For academic year 1995-1996 tind-^ 

8 fui nxtk. 3ueeccding aoadoatia yoai; loans made 

9 under this part, including Federal Direct Con-

10 . .solidatioii Loans, shall represent not more than 

11 :30 percent ôf the new student loan volume for 

12 such year, e.xcept that the Secretaiy shall not 

13 enter into such an agi-eement with an eligible 

14 institution that has not applied and been ac-

15 cepted for participation in the cUrect loan pro-

16 gram under this part on or before September 

. 17 30, 1995.'*;&:—. 

18 (2) by striking paragraph (3); 

19 (3) by redesignating paragi'aph (4) as para-

20 graph (3); and 

21 (4) in the second sentence of paragi-aph (3) (as 

22 redesignated by paragraph (3)). by striking -on the 

23 most recent program data available" and inserting 

24 ' ''on data from the academic year precechng the aca-

25 demic vear for which the estimate is made''. 
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1 (b) ELIMINATION OF CONSCRIPTION.—Section 

2 453(b)(2) (20 U.S.C. 1087c(b)(2)) is amended— 

3 (1) by striking subparagraph (B): and 

4 (2) in subparagraph (A)— 

5 (A) by striking "(i) categorizing' and in-

6 serting "categorizing": 

7 . (B) in clause (ii)— 

8 0) by striking '"beginning": and 

q (ii) bv striking: and" and in.serting 

10 a period: and 

11 (C) bv. redesignating clause (ii) (as ameiul-

12 ed by subparagi-aph (B)) as .subparagi-aph (B). 

13 (c) CONTROL OF ADMINISTRATR-E EXPENSES.—Sec-

14 tion 458 (10 U.S.C. 1087h) is amended— 

15 (1) by amending subsection (a) to read as fol-

16 lows: 

17 •••(a) EXPENSES.— ; 

18 "(1) I N GENER.\L.— 

19 "(A) I N GENER-\L.—Except as prorided in 

OO subparagraph (B). each fiscal year there shaU ^ 

21 be available to the Secretary- from funds not 

92 otherwise appropriated, funds to be obligated 

23 for subsidy costs under this part. There shaU 

24 also be available from funds not otherwise ap-

25 propriated, fimds to be obligated for indirect 
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6 
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8 

9 

10 

11 

12 

13 

14 . 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

administrative expenses under this part and 

part B. not to exceed (from such funds not oth-

enrise appropriated) $260,000,000 for fiscal 

year 1994, $345,000,000 for fiscal year 1995. 

$jg?,000,000 for fiscal year 1996^ and 

$^,000,000 for each of the fiscal years 1997 

through 2002. 

^ -'(B) REDUCTION.—The amount author-

ized to be made available for fiscal year 1997 

under subparagraph (A) shall be reduced by the 

amount ô  any unobligated unex-pended funds 

available to carr\' out this subsection for any 

fiscal year prior to fiscal year 1996. 

••(2) DIRECT .\ND INDIRECT .\DMINISTR,\TI\'E 

' E X P E N S E S . — 

••(A) DIRECT .^DMINISTR-VTHT EX-

Pjr\sES,—For purposes of this subsection the 

term •-direct administrative expenses" means 

, the cost of:— 

••(i) acti\ities related to credit ex-ten­

sion, loan origination, loan senicing, man­

agement of contractors, and pa\inents to 

contractors, other government entities, and 

program participants; 
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1 "(ii) collection of delinquent loans; 

2 and 

3 "(iii) wTite-off and closeout of loans. 

4 "(B) INDIRECT .IDMINISTR^-VTR-E EX-

5 PENSES.—For purposes of this subsection the 

6 term 'indirect administrative ex-penses' means 

7 the cost of— 

8 "(i) personnel engaged in developing 

9 program regulations, policy and adminis-

10 trative guidance; 

11 Y(ii) audits of institutions and con-

12 tractors; 

l":̂  " ( i i i ) program re\iews; and 

14 "(iv) other oversight of the program 

under this part or under part B. 

18 

19 

20 

•; 
16 - (C) LlMlTATK.A' <.>N CERTAIN EXTENDl-

17 ~ T U R E S . — 

"(i) INDIRECT .ADMINISTRATE: EX­

PENSES.—Expenditures for inchrect ad­

ministrative expenses for loans made pur-

21 suant to this part for a fiscal year shaU 

22 not exceed 50 percent of the amount of 

23 funds appropriated under the .second sen-

24 tence of paragi-aph (1)(A). 
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1 "(ii) DIRECT AND INDIRECT -\DMINIS-

2 TR.^TIA'E EXPENSES.—No ftmds made 

3 available for direct administrative expenses 

4 or indirect administrative expenses may be 

5 used for marketing, advertising or pro-

6 motion of the William D. Ford Federal Di-

7 rect Loan Program, or for the hiring of 

8 advertising agencies or other third parties 

9 to pro îde advertising senices. 

10 ••(3) SUBSIDY COST.—The term "subsidy cost" 

11 means the estimated long-term cost to the Federal 

12 Government of chrect administrative ex-penses cal-

13 culated on a net present value basis."; and 

14 (2) by striking subsection (d). 

15 (d) DEFAULT R \ T E LIMITATIONS OX DIRECT LEND-

16 ING.— 

17 (1) IXSTITUTION.^J . E L I G I B I L I T Y B.\SED I )E-
4 

18 FAULT RATES.—The first sentence of section 

19 435(a)(2)(A) (20 U.S.C. 1085(a)(2)(A)) is amended 

20 by inserting "'or part D" after ""under this part". 

21 (2) COHORT DEFAULT R-\TE.—Section 

22 435(m)(l) (20 U.S.C. 10a5(m)(l)) is amended— 

23 (A) in subparagi-aph (A)— 

24 (i) by striking "428, 428A, or 428H" 

25 and inserting '"428, 428A, 428H, or part 
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1 D (other than Federal Direct PLUS 

2 Loans)"; and 

3 (ii) by striking "428C" and inserting 

4 "428C or 455(g)": 

5 (B) in subparagraph (B)— 

6 (i) by striking "'only"; and 

7 (ii) by inserting "and loans made 

8 under part D determined by the Secretary 

9 to be in default." after "for insurance." 

10 and 

11 (C) subparagraph (C), by striking 

12 "428C" and inserting ""428C or 455(g)". 

13 (3) TERMINATION OF INSTITUTION.U. P.VRTICI-

14 RATION.—Section 455 (20 U.S.C. 1087e) is amend-

15 ed by adding at the end the following new sub-

16 .section: 

17 "'(1) T E R M I N . \ T I 0 N nP^ iNSTITrTinxS FOR H K JH D E -

18 FAULT R\TES.— 

19 "(1) METHODOLOGY AND CRITERLA.—After 

20 consultation with institutions of higher education 

21 and other members of the higher education eommu-

22 nity, the Secretary- shall develop— 

23 "(A) a methodology- for the calculation of 

24 institutional default rates under the loan pro-

25 grams operated pursuant tp this part; 
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1 "'(B) criteria for the initiation of termi-

2 nation proceedings on the basis of such default 

3 rates; and 

4 "(C) procedures for the conduct of such 

5 termination proceecUngs. 

6 "(2) DATA COLLECTION.— 

7 "(A) I N GENER-\L.—The Secretaiy shall 

8 compile data on loans subject to repavment 

9 schedules, under sections 428(b)( l)(E)(i). 

10 428C(c)(2)(A), and 455(e)(4) at the end of 

11 eacii fiscal vear setting forth for such year hy 

12 , institution, and by programs under parts B and 

13 D indiridually and combined— 

14 "'(i) the number and amount of loans 

15 scheduled for pa\-ments that (hd not equal 

16 the interest acci-uing on the loans; 

17 "(ii) the nimiber and amount of loans 

18 where no pax-ment was scheduled to be re-

19 ceived from the borrower due to their low-

20 income status; 

21 "(iii) the number and amount of loans 

22 w-here a scheduled pa^nient was more than 

23 90 days deUnquent; and 

24 "(iv) the projected amount of interest 

25 and principal to be forgiven at the end of 
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1 the 25 year repa\Tnent period, based on 

2 the projected payment schedule for the 

3 borrower over that period. 

4 "(B) ANNUAL COLLECTION AND USE.— 

5 Such data shall be compiled annually and used 

6 in developing the methodology, criteria and pro-

7 cedures required by paragraph (1). Such data 

8 shall be available for review by institutions of 

9 higher education, members of the higher edu-

10 cation community, and the Advisoiy Committee 

11 on Student Financial Assistance established 

12 under section 491. 

13 ' "(.3) C0MP-\K\BILITY TO P-\RT B.—In ,develop-

14 ing the methodolog}^ criteria, and procedures re-

15 quired by paragraph (1), the Secretaiy, to the maxi-

16 mum extent possible, shall establish standards for 

17 the termination of institutions from participation in 
4 

18 loan programs under this part that are comparable 

19 to the standards estabUshed for the termination of 

20 institutions from participation in the loan programs 

21 under part B. Such procedures shall include prori-

22 sions for the appeal of default rate calculations 
23 based on deficiencies in the senicing .of loans under 

24 this part that are comparable to the pro\isions for 
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1 such appeals based on deficiencies in the senicing of 

2 loans under part B. 

3 ' -('4) LIMITATIONS ON AUTHORIZATION T<. 

4 ISSUE NEW LOANS U.NDER THIS P-\RT.—The meth-

5 odology, criteria', procedures and standards required 

6 by paragraphs (1) and (3) shall be promulgated in 

7 final form not later than 120 days after the date of 

8 enactment of this paragraph. Notwithstanding any 

9 other prorision of this part, if such methodology, cri-

10 teria, procedures and standards have not been pru-

11 mulgated in final form witlun 120 days after the 

12 date of enactment of this paragi-aph, then no loans 

13 under this part shall be made until the Secretaiy 

14 ~ promulgates such methodolog}', criteria, procedures 

15 and standards.". 

16 (e) ELI.MIXATIOX OF TR.\NSITIOX TO DIRECT 

17 L0.\N-s.—The Act (20 U.S.C. 1001 et seq.) is ftirther 
4 

18 amended— 

19 . (1) in section 422(c)(7) (20 U.S.C. 

20 . 1072(c)(7)— 

21 (A) in subparagi-aph (A), by striking '"dur-

22 ing the transition'" and all that foUows through 

23 ""part D of this title"; and 
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1 (B) in subparagraph (B), by striking ""sec-

2 tion 428(c)(10)(F)(v)" and inserting "section 

3 428(c)(9)(F)(v)"; 

4 (2) in section 428(c)(8) (20 U.S.C. 

5 1078(c)(8))— 

6 .(A) by striking subparagi-aph (B); and 

7 (B) by striking '"(A) I f and inserting 

8 " I f : 

9 (3) in section 428(c)(9)(E) ('20 U.S.C. 

10 1078(c)(9)(E))— 

11 (A) in clause (iv). by inserting "or" after 

1.2 the semicolon; 

13 (B) in clause (v), by striking ""; or" and in-

14 serting a period; and 

15 (C) by striking clause (\i); 

16 (4) m clause (nr) of section 42S(c)(9)(F). (20 

17 U.S.C. 1078(c)(9)(F))7-

Ig (A), by inserting "'and" before *"tp avoid 

19 disruption"; and 

20 (B) by striking ", and to ensure an orderly 

21 transition" and all that follows tlu-ough the end 

22 of such clause and inserting a period; 

23 (5) in section 428(c)(9)(K) ("20 U.S.C. 

24 1078(c)(9)(K)), by striking ""the progress of the 

25 transition from the loan progi-ams under this part 
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1 to" and inserting ""the integrity and administration 

2 o f ; 

3 (6) in section 428(e)(l)(B)(ii) (20 U.S.C. 

4 1078(e)(l)(B)(ii)). by striking "'during the transi-

5 tion" and aU that follow-s through "under part D of 

6 this title" ̂  

7 ~ (7) in section 428(e)(3) (20 U.S.C. 1078(e)(3)), 

8 by striking ""of transition": 

9 (8) m section 42S(j)(3) (20 U.S.C. 

10 107S(.i)(3))— 

11 (A) in the heacUng for paragraph (3), by 

12 .striking "'DURIXG TR.\NSITIOX TO DIRECT 

13 LEXDING""; and 

14 (B) in subparagi-aph (A), by striking ""dur-

15 ino- the transition"' and all that follows through 

16 ""part D of this title"": 

17 (9) in the heading for paragraph (2) of section 
4 

18 453(c) (20 U.S.C. 1078c(c)), by striking ""TR-\NSI-

19 TION" and inserting ""INSTITUTIONAL"; 

20 (10) in the heading for paragraph (3) of section 

21 453(c) (20 U.S.C. 1078c(c)), by striking "".iFTER 

22 TRANSITION"; 

23 (11) in section 456(b) (20 U.S.C. 1087f(b))— 

24 (A) in paragraph (3), by inserting "and" 

25 ' after the semicolon; 
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1 (B) by striking paragraph (4); 

2 (C) by redesignating paragi-apli (5) as 

3 paragi-aph (4); 

4 (D) in paragi-aph (4) (as rede.sigiiated by 

5 subparagraph (C)), by striking ""successftil op-

6 eration" and inserting "integrity and etfi-

7 ciency"; and 

8 (12) in paragraph (1) of section 422(g)---

9 (A) in the ftr.st sentence, by stnUmg " or 

10 the progi-am authorized by part D of this title"; 

11 and ^ 

12 (B) in the second sentence, by .striking "oi-

13 the program authorized by part D of this title". 

14 (f) FEES FOR ORIGINATION SERVICES.—Subsection 

15 (b) of section 452 (20'U.S.C:̂  1087b) is repealed. 

16 . (g) SCHOOL ORIGIXATIOX PA^-MEXT.— 

17 (1) P.W-^IE.XT.—' 
4 

18 (A) FFELP.—Part B of title D' (20 

19 U.S.C. 1071 et seq.) is amended by adding at 

20 the end the following new section. 

2 1 "SEC 440. LOAN PAYMENTS FROM INSTITUTIONS. 

22 "'(a) LOAX PAYMEXTS BY ELIGIBLI: IxsTrrcTioxs 

23 iix CERTAIX LOANS.—With respect to each loan under 

24 this part (other than a consolidation loan under sectior. 

25 428C) for which the fti-st disbursement is made on or aftei-
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1 Januarv 1. 1996 for attendance at an eligible institution, 

2 such eligible institution shall pay to the Secretaiy a pay-

3 ment in an amount equal t q ^ percent of the principal 

4 amount of the loan. Such pa\ment4i»**.- not be charged cio«. oP ^ 

5 to ^ studen|^i'GG(Aing such tefnj^in the form of increased ^̂  ^ i ^ ^ ^^^^ 

6 tuition or student tees. 
. If IS -K* 

7 "(b) DISTRIBUTION OF LOAN PAYMENT.—The Sec- .fu êAi)J< 

8 retar}^ shall deposit all pa>-ments collected pursuant to p ^ ^ ^ 

9 subsection (a) into the insurance ftind established in sec-
10 tion 431.". 

11 (B) DIRECT LOAX PROGRA.M.—Section 455 

12 (20 U.S.C. 1087e) is amended by adding at the 

13 end the following new subsection: 

14 ' " ^ LO.\N PA-k-MENTS BY ELIGIBLE IXSTITUTIOXS 

15 OX CERT.\IN LOANS.—With respect to each loan under 

16 this part (other than a Federal Direct Consolidation 

17 Loan) for which the first disbursement is made on or after 

18 January^ 1, 1996, for attendance at an institution of high-

19 er education participating in the program under this part. 

20 such institution shall pay to the Secretaiy a pa>anent in 

15 4u. b tn^ 21 an amount equal to^percent of the principal amount of 

Q(_4wLSenak- 22 such loarLl/^uch paxinent m^'not be charged to-**» stu-

23 dent i-ooomng such ^dfttt m the form of increased tuition 

24 or student fees.". 
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(2) ENFORCEMENT.—Section 435(a) (20 

U.S.C. 1085(a)) is amended by adding at the end 

the foUowing new- paragraph: 

"(4) INSTITUTIONAL PA^-ME.NT REQUIRE-

l̂EXT _To be an eligible institution under this sub­

section, for purposes of this part and part D, an eli-

crible institution shall pay the loan pa\Tnents re-

quired under section 440 and 455(1) within 60 days 

of iht date the goorotapjr dotorminoo cuoh In-an pay-, 
loans «^'«- <i^6few^«<<tf ~TU firsf SucK puj^v*^ ^ 
tncnt.i arc diTcr^ 

"11 SEC. 10003. LOAN TERMS AND CONDITIONS. 

12 (aJ ELIMINATION OF THE P . ^ I E X T OF THE IXTER-

13 EST SuksiDY DURIXG A PORTIOX OF THE 6-MoXTH 

14 GR-ACE PEI 

15 

-16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

lOD.— 

( l ) \ x GENER.\L.—Section 428(a)(3)(A)(i) (20 

U.S.C. 107X(a)(3)(A)(i)) is amended— 

(A) \ i the matter preceding subclause (1), 

bv insertingv"'and clause (\i)"' after "•438(c) ; 

and 

(B) by addirie at the end the foUowing new-

clause: 

"(\i)(I) TheSportion of the interest on 

a loan insured undV this part which a stu­

dent is entitled to haW paid to the holder 

of such loan pursuant tt) clause (i)(I) shall 
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include the total amount of the interest" on 

2 \ the unpaid principal amount of the loan 

3 \ wiiich accrues during the period that be-

4 \ gins on the day after the date the student 

5 \ ceases to carrv-at least one-half the normal 

6 \ full-time academic workload (as. deter-

7 Vnined by the institution) and ends 4 

8 rAonths after such day. 

g \ -(II) The portion of the interest on a 

10 loaiAinsured under this part which accmes 

11 durinV the period that begins the day after 

p the 4Yonth period described in such 

13 subclaus\ and ends 2 months after such 

14 day. at th \ option of the borrower, shall be 

15 added to thV principal amount of the loan 

16 or paid by tl A borrower.'". 

p (2) EFFECTR-E D.\Tfe.—The amendments made 

18 by tliis subsection shaU a^ly with respect to loans 

19 for which the first disburseiA^nt is made on or after 

20 January- 1, 1996 to an individual w-ho is a new bor-

_J4- T-̂M-or nn ^uch date. 

22 (b) PLUS LO.VN INTEREST K\TE AND SUBSIDY R E -

23 BATE.— 

24 (1) INTEREST RATE.— 
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1 (A) IN GENER.VL.—Section 427A(c)(4) (̂ 20 

2 U.S.C. 1077a(c)(4) is amended by adding at 

3 the end the foUowing new subparagraph; 

4 "(F) Notwithstanding subparagraphs (A), 

5 (D), and (E), for any loan made pursuant to 

6 section 428B for which the first disbursement 

7 is made on or after January 1, 1996— 

8 "(i) subparagraph (B) shaU be applied 

9 by substituting '4.0' for '3.25'; and 

"(ii) the interest rate shall not exceed 

11 10 percent.". 

12 (B) CONFORMING AMENDMENT.—Section 

13 427A(h) (20 U.S.C. 1077a(h)) is amended— 

j4 (i) by striking paragraph (2); and 

15 (ii) by redesignating paragraph (3) as 

16 paragraph (4). 

17 (2) INTEREST REBATE.— 
4 

18 (A) AMENDMENT.—Section 428B (20 

U.S.C. 1078-2) is amended by adding at the 

20 end the foUowing new subsection: 

21 "(f) INTEREST REBATE.— 

22 "(1) REBATE.—Each holder of a loan under 

23 this section shall pay to the Secretary, on a biannual 

24 basis, an interest rebate in an amount equal to 1 

25 percent of the unpaid principal amount of each loan 
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1 made, insured or guaranteed under this section that 

2 such holder holds. 

3 "(2) DEPOSIT.—The Secretary shall deposit all 

4 rebates coUected pursuant to paragi-aph (1) into the 

5 insurance fund established in section 431. . 

6 (B) EFFEC.̂ TR-E DATE.—The amendment 

7 made by this paragraph shaU apply with respect 

8 to loans for which the first disbunsement is 

9 made on or after Januaiy 1. 1996. 

10 (c) COMP-\K\BILITY PROMSIOXS.—Paragi-aph (1) of 

11 section 455(a) (20 U.S.C. 1087e(a)) is amended to read 
f. 

12 as follows: 

13 ••(!) P . A R . \ L L E L T E R M S . C O X D I T I O X S . ELK.il-

14 BILITY R E Q U I R E M E X T S , B E X E F I T S .VXD .VMOl XTS.— 

15 Unless othenrise specified in this part, loans made 

16 to borrowers under this part shall have the same 

17 terms, conditions, eligibility requirements and bene-
4 

18 fits, be subject to the same administrative reciuire-

19 ments for origination, payment and processing of ap-

20 plications, deferments and forbearances, be available 

21 in the same amounts, and be subject to the same in-

22 terest rates and same amount of fees, as the cor-

23 responchng t\-pes of loans made to borrowers under 

24 sections 428. 428B, and 428H. The Secretaiy shall 

25 promulgate regulations implementing this paragi-aph 
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1 not later than 120 days after the date of enactment 

2 of the Omnibus Budget Reconciliation Act of 

3 1995.". 

4 (d) USE OF ELECTRONIC FORMS.—Section 483(a) 

5 (20 U.S.C. 1090(a)) is amended by adding at the end the 

6 following new paragi-aph: 

7 "(5) ELECTRONIC FORMS.— 

8 "'(A) The Secretan-, in cooperation with 

9 representatives of institutions of higher edu-

10 cation, eligible lenders, and guaranty agencies. 

11 shall prescribe an electronic version of the form 

12 described in paragraph (1). Such electronic ver-

13 sion shall not require signatures to be collected 

14 at the time such version is submitted if the 

15 data contained in such version is verified by the 

16 .student in one or more\eparate writings. The 

17 Secretaiy shall prescribe such version not later 
4 

18 than 90 days after the date of enactment of 

19 this subparagraph. 

20 "'(B) Nothing in this Act shaU be con-

21 stnied to prohibit the use of the electronic ver-

22 sion prescribed under subparagraph (A) 

23 through software developed, produced, chstrib-

24 uted (including by chskette, modem or network 

25 communication, or othenrise) and coUected. by 
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1 an eligible lender, a guaranty agency, or a con-

2 sortium thereof 

3 "(C) Each eligible lender, guaranty agency, 

4 or consortium that intends to reproduce the 

5 electronic version described in subparagraph 

6 (A) shall submit to the Secretar}- for re\iew a 

7 copy of such reproduction. If such reproduction 

8 is inconsistent with this section, the Secretar\-

9 shall notify such lender, agency, or consortium 

IQ of the Secretan'"s objections within 30 days ot 

11 such submission, and shall specifically identity-

12 the changes necessaiy to make such reproduc-

13 tion consistent with this section. In the absence 

14 of such an objection, such lender, agency, or 

15 consortium may use such reproduction as so 

16 subnutted. 

17 --(D) No fee may be charged for use of the 

18 electronic version described in subparagi-apli 

19 (A), or for any other electronic form used with 

20 such version in apphing for— 

21 ""(i) assistance under this Act; or 

22 **(ii) State student financial assist-

23 ance.". 

24 (e) APPLICATIOX FOR PART B LOANS USIXG FREE 

25 FEDERAL APPLICATIOX.— 
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1 (1) Ix GEXER-VL.—Section 483(a) (20 U.S.C. 

2 1090(a)) is ftirther amended— 

3 (A) in paragraph (D— 

4 (i) by inserting "B,"" after "'assistance 

5 under parts A,""; 

6 (ii) by striking ''part A) and to deter-

7 mine the need of a student for the puipose 

8 of part B of this title" and inserting '"part 

9 A)""; and 

10 (iii) by striking the last sentence; and 

11 (B) in paragraph (3)— 

12 (i) by striking -'and States shall re-

13 ceive,"' and inserting "-, any guaranty agen-

14 cy authorized by an institution of higher 

15 education, and States, shall receive, at 

16 their request and'";''and 

17 (ii) by inserting ""processing loan ap-

18 plications under pan B and" before -"de-

19 termining need and eUgibility". 

20 (2) COXFORMIXG .\MEXDMEXT.—Section 

21 432(m)(l)(D) is amended by inserting "'or to pro-

22 hibit the use of the form described in section 

23 483(a)(1) as the application for loans under this 

24 part" before the period. 
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1 (f) ABILITY OF P.UiT D BORROWERS TO OBT-UX 

2 FEDERAL ST.^FORD COXSOLIDATIOX Lo.^xs.-Section 

3 428C(a)(4) (20 U.S.C. •1078-3(a)(4)) is amended-

4 (1) by redesignating subparagraphs (B), (O 

5 and (D) as subparagraphs (C), (D) and (E), respec-

6 tively; and 

7 (2) by inserting after subparagi-apli (A) the fol-

8 lowing new subparagi'aph; 

9 "(B) made under part D of this title;" . 

10 (g) . \BILITY OF F J T B BORK<:.WTHS T<.) Oivr.ux 

11 F i - D E i ^ DIRECT COXSOLIDATIOX LOAXs.-Paragi-aph 

12 (5) of section 42SC(b) (20 U.S.C. 1078-3(b)) is amended 

13 to read as follows: 

••(5) DIRECT (.OXSOLIDATIOX LOANS FOR I>OH-

Row-ERS IX .SPECIFIED CIRCUMSTAXCES.— 

-(A) Subject to section 453(a)(2)(B). the 

Secretaiy may offer a borrower a Federal Di­

rect Consolidation loan if a borrower othenMse 

19 ehgible for a consolidation loan pursuant to this 

20 section is— 

••(i) unable to obtain a consolidation 

loan from a lender with an agreement 

23 under subsection (a)(1); or 

24 -(ii) unable to obtain a consolidation 

25 loan with income contingent repa\inent 

14 

15 

16 

17 

18 

21 

22 
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1 terms from a lender with an agi-eement 

2 \mder subsection (a)(1). 

"(B) The Secretar}' shall establish appro-
3 
4 priate certification procedures to verify the eli-

5 gibility of borrowers for consoUdation loans 

6 under this paragraph. 

7 "(C) The Secretaiy shall not ofter consoli-

8 dation loans under this paragraph if, in the 

9 Secretaiy's judgment, the Department does not 

10 have the necessary origination and senicmg ar-

11 rangements m place for such loans, or the pro-

12 jected volume in such loans wiU be destabilizing 

13 to the availability of loans othenMse available 

14 under this part.'". 

15 (h) IXCOME COXTIXGEXT REPAYMEXT IN THE FED-

16 ER.\L F - O I I L Y EDUC.niOX LOAX PR0GR-\-M.— 

17 (1) IXSUR-\NCE.̂ PR0GR.̂ M AGREE.MEXTS.—Sec­

tion 428(b)(l)(E)(i) ("20 U.S.C. 1078(b)(l)(E)(i)) is 
18 
19 amended by striking "or income sensitive-repayment 

20 schedule" and inserting "'repayment schedule, an m-

21 come-sensitive repa>ment schedule, or an income 

22 contingent repa>ment schedule,"'. 

23 (2) REPAYMEXT SCHEDULES.—The matter pre-

24 ceding clause (i) of section 428C(e)(2)(A) (20 

25 U.S.C. 1078-3(c)(2)(A)) is amended— 
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1 

2 

3 

4 

5 

6 

10 

11 

12 

13 

14 

15 

16 

17 

18 

24 

(A) in the first sentence, by striking "or 

income-sensitive repa\iuent schedules" and in­

serting "repayment schedules, income-sensitive 

repa>ment schedules, or income contingent re 

payment schedules'"; and 

(B) in the second sentence,!^ inserting 

^ r income contingent". ft£tef;^"iiiLume-Qcn • 

&itive".-» 

(3) C<~>MPAR-\BLE TERMS AXD (-oxniTioxs.— 

Section 428(m) (20 U.S.C. 107S(m)) is amended by 

adding at the gnd the following new paragraph: 

•'(3) IXCO.ME COXTIXGEXT REPA^̂ ÎEXT SCHED-

^̂ •LES _ F o r the purpose of this part, income contin­

gent i-epa>ment schedules established pursuant to 

subsections (b)(l)(E)(i) and (c)(2)(A) may have 

terms and conchtions comparable to the terms and 

conditions established l y the Secretar>- pursuant to 

section 455(e)(4).". 

19 SEC. 10004. AMENDMENTS AFFECTING FFELP LENDERS 

20 AND LOAN HOLDERS. 

21 (a) RISK SH.\EIXG BY THE LOAX HOLDERS.— 

22 (1) A-MENDMENT.—Section 428(b)(1)(G) (20 

23 U.S.C. 1078(b)(1)(G)) is amended by striking '"98 

24 percent" and inserting "95 percent". 



O:\S1G\SIG95.848 

25 

1 (2) EFFECTn-E DATE.—The amendment made 

2 by this subsection shall apply with respect to loans 

3 for which the first disbursement is made on or after 

4 Januaiy 1, 1996. 

5 (b) E-XCEPTION.VL PERF0R>L\XCE IXSUR-VXCE RE-

6 DHTIOX.—Section 4281(b)(1) (20 U.S.C. 1078-9(b)(l)) 

7 is amended— 

8 (1) in the paragraph heading, by striking "'luo 

9 PERCEXT""; and 

10 (2) by striking ""100 percent o f and inserting 

11 •"95 percent of". 
r. 

12 (c) LOAX FEES FROM LEXUEH.S.— 

13 (1) A,MEXDMEXT.—Section 438(d)(2) (20 

14 U.S.C. 10S7-l(d)(2)) is amended by striking "•0.50 

15 percent" and inserting ""1.0 percent" . 

16 (2) EFFE(;-TIVF D.VTE.—The amendment made 

17 by this subsection shall apply uith respect to loans 
4 

18 for which the first chsbursement is made on or after 

19 Januan- 1, 1996. 

20 (d) LEXDER -VXD HOLDER REB.\TE.— 

21 (1) AMEXDMEXT.—Section 438 (20 U.S.C. 

22 1078) is amended by adding at the end the foUowmg 

23 new subsection: 

24 ""(g) SUBSIDY REB.\TE (.IX ST.^FFORD LOAXS.— 
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1 "(1) REB.ATE.-Each holder of a subskhzed or 

2 unsubsidized Federal Stafford loan under this part 

3 shall pay to the Secretar>', on a biannual basis, a 

4 subsidv rebate m an amount equal to .025 percent 

5 of the unpaid principal amount of each such loan^ 

6 that such holder holds. 

7 "(2) DEPOSIT.—The Secretar}- shall deposit all 

8 subsidy rebates collected under paragraph (1) into 

9 the insurance ftmd established in section 431. . 

10 (2) EFFECTIAT D.ATE.—The amendment made 

11 by this subsec-t̂ on shall apply with respect to loan.s 

12 for which the first chsbursement is made on or after 

13 Januar}- 1, 1996. 

14 (e) Ŝ LU.L LEXDER AUDIT EXEMPTIOX.-Section 

15 428(b)(l)(U)(iii) (20 U.S.C. 1078(b)(l)(U)(ih)) is amend-
•; 

16 ed— 

17 (1) by inserting "-in the case of any lender that 

18 originates or holds more than $5,000,000 in pnn-

19 cipal on loans made under this title in any fiscal 

20 year," before "for (I)": 

21 (2) by inserting "such" before "lender at least 

22 once"; 

23 (3) by inserting ""such" before "a lender that is 

24 audited"; and 
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1 (4) by striking " i f the lender" and inserting ""if 

2 such lender". 

3 (f) DEFIXITION OF ELIGIBLE LENDER.—Paragraph 

4 (1) of section 435(d) (20 U.S.C. 1085(d)(1)) is amend-

5 ed— 

6 (1) in subparagraph (I), by striking "'and"" after 

7 the semicolon; 

8 (2) in subparagraph (J), by striking the penod 

9 and inserting '"; and"'; and 

10 (3) by adding at the end the following new sub-

11 paragraph: ^ 

p "(K) a wholly owned subsichaiy of a pub-

13 licly held hokUng company w-hich, as of the date 

14 of enactment of this subparagraph, through one 

15 or more subsidiaries— 

—(i) acts as a finance company; and 

p -(ii) participates in the program au-

18 thorized by this part pursuant to subpara-

19 graph (C).". 

20 SEC. 10005. AMENDMENTS AFFECTING GUARANTY AGEN-

21 CIES. 

22 (a) USE OF RESER\-E FUNDS TO PURCH^^SE D E -

23 FAULTED Lo.^xs.-Section 422 (20 U.S.C. 1072) is 

24 amended by adding at the end the following new sub-

25 .section: 
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1 "(h) USE OF RESERX-E FUXDS Ti) PURCFL.SE D E -

2 FAULTED L0.O>.S.— 

3 "(1) IX GENERAL.-Except as provided in para-

4 

5 

6 

7 

8 

9 

10 

11 

12 428(c)(9). 

graph (2), a guaranty agency shaU use not less than 

50 percent of such agencys resen'e ftinds to pur­

chase and hold defaulted loans that are guaranteed 

by such agency and for which a claim for insurance 

IS filed with such agency by an eligible lender. The 

amount of such purchases shall be considered as re-

sen̂ e ftinds under this section and used m the cal­

culation of the ininimum resen-e level under section 

13 

14 

15 

-(2) S P E C L ^ RULE.—A guaranty agency shaU 

not be required to use its resene ftinds to purchase 

and hold defaulted loans m accordance with para-

16 graph (1) to the extent that— 

17 "(A) the dollar volume of msurance claims 

filed with such agency does not amount to 50 

percent of such agency"s available resen-e 

20 funds; 

21 "(B) such use is proliibited by State law; 

22 

"(C) such use will compromise the abiUty 

of the guaranty agency to pay program ex-

18 

19 

23 

24 

25 penses.". 



S.L(.'. 
O:\SIG\S1G95.848 

29 

1 (b) EXTENSION OF PERIOD A GU.UL^NTV AGENCY 

2 MUST HOLD A DEFAULTED LOAN.— 

3 (1) EXEMPTION FOR EXTENDED HOLDING RE-

4 RIOD.-The last sentence of section 428(c)(1)(A) 

5 (20 U.S.C. 1078(c)(1)(A)) is amended by .striking 

6 '"A guaranty agency" and inserting ""Except as pro-

7 vided in section 428K, a guaranty agency ". 

8 (2) NEW EXTEXDED HOLDIXG PERIOD PRO-

9 GR-̂ M.— 

10 (A) AMEXDMEXT.—Part B of title IA' (20 

11 U.S.C. l O p et seq.) is amended by msenmg 

12 after section 428J ihe foUowmg new section; 

13 "SEC. 428K. GUARANTOR PURCHASE OF CLAIMS WITH RE-

14 SERVE FUNDS. 

15 "(a) LOAXS SUB.JECT TO EXTEXDED HOLDIXG PE-

16 RiOD.-Except as proMded in sub.section (b). a guaranty 

. n agency shall file a claim for reimbursement with respect 

18 to losses (resulting ftom the default of a borrower, subject 

19 to reimbursement by the Secretar}- pursuant to section 

20 428(c)(1) not less than 180 days nor more than 225 days 

21 after the guaranty agency discharges such agency's insur-

22 ance obhgation on a loan insured under this pan. Such 

23 claim shall include losses on the unpaid pnncipal and ac-

24 cnied interest of any such loan, including interest accrued 
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1 from the date of such discharge to the date such agency 

2 files the claim for reimbursement from the Secretan-. 

3 "(b) Lo.̂ xs EXCLUDED FROM EXTEXDED HOLD-

4 IV.O.-A guaranty agency may file a claim with respect 

5 to losses subject to reimbursement by the Secretaiy pursu-

6 ant to section 428(c)(1) prior to 180 days after the date 

7 the guaranty agency discharges such agency's insurance 

8 obligation on a loan insured under this part, if— 

9 -(1) such agency used 50 percent or more of 

10 such agency's resen-e ftinds to purchase or h-̂ ld 

11 loans in accordance with section 422(h): 

p "(2) such claim is based on an inability to lo-

13 cate the borrower and the guaranty agency certifies 

14 to the Secretar}- that— 

"(A) diligent attempts were made to locate 

the borrower through \he use of reasonable 

skip-tracing techniques in accordance with sec-

18 tion 428(c)(2)(G); and 

j9 "(B) such skip-tracing attempts to locate 

20 the borrower were unsuccessful; or 

21 -(3) the guaranty agency determines that the 

22 borrower is unlikely to possess the financial re-

23 sources to begin repaying the loan pnor to 180 days 

24 after default by the borrower. 

15 

16 

17 
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1 "(C) GUARAXTY A G E X C T EFFORTS DURIXG EX-

2 TEXDED HOLDIXG PERIOD—A guaranty agency shall at-

3 tempt to bring a loan described in subsection (a) into re-

4 pa}inent status during the period prior to 180 days after 

5 the date the guaranty agency discharges its insur;ince obh-

6 gatioii on such loan, so that no claim for reimbursement 

7 by the Secretary is necessary. Upon securing paxments 

8 satisfactoiy to the guaranty agency during such penod, 

9 such at̂ encv shall, if practicable, sell such loan to an elig-i-

10 ble lender. Such loan shall not be sold to an eligible lender 

11 that the guarantyf.agency determines has sub.stantially 

12 failed to exercise the due diligence required of lenders 

13 under this part. 

14 "(d) REGUL.-VTI0X PROHIBITED.—The Secretary 

15 shall not promulgate regulationŝ  regarchng the collection 

16 actiMty of a guaranty agency with respect to a loan de-

17 scribed in subsection (a)'/or which reinsurance has not 

18 been paid under section 428(c)(1).'". 

19 (B) EFFECTnTE DATE.—The amendment 

20 made bv this paragraph shall apply with respect 

21 to loans for which tW first i i < i i 

22 nwwle on or after January 1, 1 9 9 6 ^ ^ < ^ i06ora^^ 

23 (c) ADMixisTR.vrn'E COST ALLOW\\XCE.—Section 

24 428(f)(1) (20 U.S.C. 1078(f)(1)) is amended— 
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I (1) in the matter preceding clause (i) ot sub-

z paragi-a ph (A), by striking " For a fiscal year pnor 

3 \o fiscal year 1994, the"" and inserting ""The"; and 

4 (2) by amending subparagi-apli (B) to read as 

5 follows: 

6 ; "(B)(i) The total amount of payments for 

7 any fiscal year prior to fiscal year 1994 made 

8 under this paragraph shall be equal to 1 per-

9 cent of the total principal amount of the loans 
r 

10 upon which msurance was issued under this 

I I pan durii^g such fiscal year by such guaranty 

12 agency. 

13 -(ii) For fiscal year 1996 and each .suc-

14 ceechng fiscal year, each guaranty agency shall 

15 elect to receive an administrative cost allow-

16 ance, payable quarterly, for such fiscal year cal-

17 culated on the basis of either of the folloNMUg; 

18 "(I) 0.85 percent of the total pnncipal 

19 amount of the loans upon which insurance 

20 w-as issued under this part during such fis-

21 cal year by such gnai-anty agency; or 

22 "( I I ) 0.08 percent of the orig-inal prin-

23 cipal amount of loans under this part 

24 guaranteed by the guaranty agency that 
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1 was outstanding at the end of the preMOUS 

2 fiscal year. 

3 "(hi) The guaranty agency shall be deemed 

4 to have a contractual nght against the United 

5 States to receive pa}ments according to the 

6 prorisions of tins subparagraph. Pa}ments shall 

7 be made promptly and without administrative 

8 delay to any guaranty agency submitting an ac-

9 curate and complete application therefor under 

10 this subparagraph. 
J J -(iv) ^Notwithstanding clau.ses (h) and (in). 

12 for each of the fiscal years 1996 through 2002, 

13 the Secretar}- shall pay an aggregate amount 

14 for such year of not more than $1*0.000,000 to 

15 all guaranty agencies receiMug administrative 

16 cost allowances under this subparagraph. 

17 (d) SECRETARY'S EQUIT.^LE SILVRE OF C<.LLE<.--

18 Tioxs ox COXSOLIDATED DEFAULTED Lo.A.xs.-Section 

19 428(c)(6)(A) (20 U.S.C. 1078(C)(6)(A) is amended-

(1) in the matter preceding clause (i)— 

(A) by inserting ""or on behalf of" after 

22 "'made by"; and 

23 (B) by inserting "", including pa}ments 

24 made to discharge loans made under this title 

20 

21 
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1 to obtain a consolidation loan pursuant to this 

2 part or part D," after "borrow-er'": and 

3 (2) in clause (ii), by inserting after ""an amount 

4 equal to" the following: "— 

"(I) for defaulted loans consoli-

6 dated pursuant to this part or part D 

7 on or after Januar}- 1, 1996, 25 per-

8 cent of the amount of the balance of 

Q the principal and accmed interest out-

standing at the time of such consoh-

11 (Ration; or 

p "(II) for all other loans.". 

13 (e) RESERNT FUXD REFORMS.— 

(1) STREXGTHEXIXG .\ND ST.\BILIZING GU.-VR-

\XTY .AGEXCIES.—Section 428(c) (20 U.S.C. 
•1 

16 1078(c)) is amended— 

p (A) in para^aph (8)(A). by adchng at the 

18 end the following new sentences: ""Pnor to mak-

19 ing such determination for guaranty agencies. 

20 the Secretar}- shaU, in consultation with guar-

21 amy agencies, develop critena to determine 

99 ^vhether such agencies have made adequate col-

23 lection efforts. Such criteria shall be prescribed 

24 bv regulations that are developed through nego-

25 tiated rulemaking and that include procedures 

14 

15 
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1 for administrative due process. In detemiining 

2 whether a guaranty agencys coUection efforts 

3 have met such critena, the Secretaiy shall con-

4 sider such agency's record of success in coUect-

5 ing on defauked loans, the age of the loans, and 

6 the amount of recent pa}ments received on the 

7 loans."; 

8 (B) in subparagraph (9)(C), by stnking 

9 SO percent" and inserting "'78 percent"; 

JO (C) by amenchng subparagraph (9)(E) to 

11 read as fol|ow-s: 

p "(E) After proriding a guaranty agency 

13 notice and opportunity for a heanng on the 

14 record, the Secretaiy may terminate a guaranty 

15 agency's agreement in accordance with subpara-
-.1 

16 graph (F) if— 

p "(i) sudi guaranty agency is required 

18 to submit a management plan under this 

19 paragraph and fails to submit a plan that 

20 is acceptable to the Secretar}-; 

21 "(ii) the Secretar}' determines that 

22 such guaranty agency has failed to improve 

substantially its administrative and finan­

cial condition and that such guaranty 
23 

24 
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agency is in danger of financial collapse; 

"(iii) the Secretary determines that 

such action is necessar}̂  to ensure the con­

tmued availability of loans to student or 

6 parent borrowers."; 

7 (D) in paragraph (9)(F)— 

(i) in clause (i), by inserting ""in ac­

cordance with any recommendation, sub-

mined by a State, for a successor agency 

if such successor agency is not subject tu 

an outstanding limitation, suspension, or 

termination action"' before the semicolon; 

(ii) in clause (ii), by insertmg "in ac­

cordance with any recommendation, sub­

mitted by a State' for a successor agency 

if such successor agency is not subject to 
4 

an outstanding limitation, suspension, or 

termination action" before the semicolon; 

20 and 

21 (iii) in clause (iii). by inserting ""and 

22 if no guaranty agency is wilUng to act as 

23 a successor guaranty agency under clause 

24 (i) or (ii)" before the semicolon; and. 

25 (iv) in clause (\i)— 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 
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18 

19 

20 
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(I) by inserting "dechcated to the 

fiinctions of the guaranty agency 

3 under the loan insurance program 

4 under this part"' after ""assets of the 

guaranty agency'"; and 

(II) by inserting except that 

the Secretar}^ shall take action only to 

8 require the guaranty agency to return 

Q to the Secretan- the Federal portion 

of a resen-e ftmd as such term is de­

fined in section 422(i)" before the 

p semicolon; and 

(2) STREXGTHEXIXG GU.UU\XTY .\(;FXCY RE-

SER -̂ES.-Section 422 (20 U.S.C. 1072) is amend-

15 ed— 

16 (A) in subsection (g)— 

17 (i) in p r̂agi-aph (D— 

(I) in the sentence preceding sub­

paragraph (A), by msertmg "current 

and ftiture" before ""progi-am ex-

91 penses"; and 

^2 (II) in subparagraph (D)— 

^2 (aa) by striking ""(A) or"" 

and inserting "'(A).""; and 
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1 (bb) by inserting ""or (C)"" 

2 before "'shall be based": 

3 (ii) in paragraph (2)— 

4 (I) in subparagraph (A), by m-

5 serting after notice and an oppor-

6 tunity for a hearing," after -Secretaiy 

7 determines"; and 

8 (II) in subparagraph (B). by in-

9 serting "', after notice and an oppor-

10 tunity for a hearing,"" after --direct a 

11 giiaranty agency": and 

12 (iii) by adding at the end the foUow-

13 ing new paragraph: 

14 "(5) DEFIXITION.—For the purpose of this 

15 subsection, the term '"resen-e ftind'" means the Fed-

16 eral portion of a resen-e ftmd.""; and 

P (B) by adding after subsection (h) (as 

18 added by subsection (a)) the foUowmg new sub-

19 section; 

20 "(i) DEFIXITIOX.—^As used in this section, the Fed-

21 eral portion of a resen-e fund means the amount remain-

22 ing after the encumbered and unencumbered non-Federal 

23 portion of the resen-e ftinds is ascertained pursuant to sec-

24 tion 4"22(a)(2).". 
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1 (3) ADDITION,\L AMENDMENTS.—Section 422 

2 (20 U.S.C. 1072) is ftirther amended— 

3 (A) in the last "sentence of subsection 

4 (a)(2). by striking "Except as provided in sec-

5 tion 428(c)(10) (E) or (F), such"' and inserting 

6 ""Such""; and 

7 (B) in subsection (g), by amending para-

8 graph (4) to read as foUows: 

9 "(4) DISPOSITION OF FUXDS RETURXED TO OR 

10 RECOX-ERED BY THE SECRET.\RY.—Any fttnds that 

11 ai-e retui-ned to or othennse recovered by the Sec-

12 retar}- pursuant to this subsection shall be returned 

13 to the Treasury of the Umted States for purposes of 

14 reducing the Federal debt and shaU be deposited 

15 into the special account under section 3113(d) of 

16 title 31. United States Code.'". 

17 ( f ) EUIMIXATIOX OF S U P P L E M E X T , \ L PRECL-UM.S 

18 ASSISTANCE-Section 428(1) (20 U.S.C. 1078(1)) is 

19 amended— 

20 ^ ) striking paragraph (2); and 

21 ^ ) by striking '•(!) PRECL.\IMS" and aU that 

22 follows through '"Upon receipt" and inserting "(1) 

23 PRECLAIMS ASSIST.ANCE AND SUPPLEMENT.\L 

24 PRECL-AIMS ASSIST.\XCE.—Upon receipt". 

•id^iS^h^^.<^i^ ^M^*^ (i>^^5 f j j r <^'GK ^^s-f 
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1 (g) NATIONAL STUDENT LOAN C L E . ^ I N G H O U S E . -

2 Section 428(f)(l)(A)(iv) (20 U.S.C. 1078(f)(l)(A)(iv)) is 

3 amended by inserting "'whether such momtonng is con-

4 ducted through the National Student Loan Data System 

5 established under section 485B or othenMse"' before the 

6 semicolon. 

7 SEC 10006. REAUTHORIZATION. 

8 Notwithstanding any other proMSion of law, the au-

9 thorization of appropriations for each progi-am under i)art 

10 B of title IV (20 U.S.C. 1071 et seq.) and the duration 

11 of such program, is extended through fiscal year 2002. 

12 SEC 10007. CONNIE LEE PRIVATIZATION. 

13 (a) ST.\TUS OF THE CORPOR.\TIOX AXD CORPOR.\TE 

14 POXX-ERS; OBLIGATIOXS NOT FEDER.U.LY GU.Ui-̂ X-

15 TEED.— ^ 

16 (1) ST.\TUS OF THE CORPOR-VriOX.—The Col-

. 17 lege Constniction Loan Insurance Association (here-

18 after m this section referred to as the ""Corpora-

19 tion") shall not be an agency, instmmentality, or es-

20 tablishment of the United States Government, nor a 

21 Government coi-poration nor a Government con-

22 trolled corporation as such terms are defined in sec-

23 tion 103 of title 5, United States Code. No action 

24 under section 1491 of title 28, United States Code 

25 (commonly known as the Tucker Act) shaU be allow-
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1 able against the Umted States based on the actions 

2 of the Corporation. 

3 (2) CORPOR-̂ TE Pow-ERS.—The Corporation 

4 shaU be subject to the proMSions of this section, and, 

5 to the extent not inconsistent with this section, to 

6 the Distnct of Columbia Business Corporation Act 

7 (or the comparable law of another State, if applica-

8 ble). The Corporation shaU have the pow-ers con-

9 ferred upon a corporation by the District of Colum-

10 bia Business Corporation Act (or such other applica-

11 ble State law) p from time to time in effect m order 

12 to conduct its affairs as a private, for-profit corpora-

13 tion and to cany out its purposes and actixities inci-

14 dental thereto. The Corporation shaU have the power 

15 to enter into contracts, to execute instmments. to 

16 incur liabilities, to pronde products and senices. 

17 and to do all thingŝ ^as are necessaiy or incidental 

18 to the proper management of its affairs and the effi-

^ f j ^ r 19 cient operation of a pnvate, for-profit business. 

Ur^lTATiOl^ 20 j ^ ) No FEDER.AU GU-ARANTEE.— 

ON ovjN(^^i-e OBLIGATIONS INSURED BY THE C(.)R-

22 P0R-\TIOX.— 

23 (i) F U L L F.AJTH .^XD CREDIT OF THE 

24 UXITED STATES.—No obhgation that is in-

25 sured, guaranteed, or othenrise backed by 

of srootcL^ 
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1 the Corporation shall be deemed to be an 

2 obligation that is guaranteed by the ftdl 

3 faith and credit of the United States. 

(ii) STUDEXT LO.YN .\L\RI-:ETING ASSO­

CIATION.—NO obligation that is insured, 

6 guaranteed, or othenrise backed by the 

7 Corporation shall be deemed to be an obli-

8 gation that is guaranteed by the Student 

9 Loan Marketing Association. 
f 

(in) SPECLU. RULE.—This paragraph 

shall ^not affect the deternunation of 
12 whether such obligation is g-uaranteed for 

13 purposes of Federal income taxes. 

14 (B) SECURITIES OFFERED BY THE COR-

15 POR-\TION.—No debt or equity secunties of the 

16 Corporation shall be deemed to be guaranteed 

17 hy the ftiU faith and crecht of the United 

18 States. 

19 (4) DEFINITION.—The term ""Corporation" as 

20 used in this section shaU refer to the CoUege Con-

21 stmction Loan Insurance Association as in existence 

22 as of the day before the date of enactment of this 

23 Act. and to any successor corporation. 

24 (b) REL.\TED PRH-ATIZATION REQUIREMENTS.— 

25 (1) NOTICE REQUIRE-^IENTS.— 
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1 (A) I N GENER.-VL.—During the sLx-year pe-

2 riod following the date of enactment of this Act, 

3 the Corporation shall include, in each of the 

4 Corporation's contracts for the insurance, giiar-

5 antee, or reinsurance of obligations, and in each 

6 document offering debt or equity securities of 

7 the Corporation a prominent statement prond-

8 ing notice that— 

9 (i) such ol̂ ligations or such securities. 
r 

10 as the case may be. are not obligations of 

11 the United States, nor are such obligations 

12 guaranteed in any way by the ftiU faith 

13 and credit of the United States; and 
14 (ii) the Corporation is not an instm-

15 mentality of the United States. 

(B) ADDITIOX.VL XOTICE.—Dunng the 16 

17 five-year period following the sale of .stock pur-

18 suant to subsection (c)(1), in addition to the 

19 notice requirements in subparagraph (A), the 

20 Corporation shall include, in each of the con-

21 tracts and documents referred to in such sub-

22 paragraph, a prominent statement prorichng no-

23 tice that the United States is not an investor in 

24 the Corporation. 
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10 

1 (2) CORPOR.\TE CI-L\RTER.—The Corporation's 

2 charter shall be amended as necessaiy and without 

3 delay to conform to the requirements of this section. 

(3) C0RP0R.\TE NAME.—The name of the Cor­

poration, or of any chrect or inchrect subsidiaiy 

6 thereof, may not contain the term "College Con-

7 stmction Loan Insurance Association"', or any sub-

8 stantially similar variation thereof 

9 (4) TR-\NSITION\\L REQUIREMENTS.— 

(A) REQUIREMENTS U N T I L .STO(-K S. \LE.— 

11 Notwithstanding subsection (d). the reciuire-

12 ments of sections 754 and 760 of the Higher 

13 Education Act of 1965 (20 U.S.C. 1001 et 

14 seq.), as such Act was in existence on the day 

15 before the date of enactment of this Act, shall 

16 continue to be effective until the day unme-

17 diately following the date of closing of the pur-

18 chase of the Secretaiy of Education's stock (or 

19 the date of closing of the final purchase, in the 

20 case of multiple transactions) pursuant to sub-

21 section (c)(1) of this Act. 

22 (B) REPORTS .\FTER STOCK S.\LE.—The 

23 Corporation shaU, not later than March 30 of 

24 the first ftiU calendar year immechately foUow-

25 ing the sale pursuant to subsection (c)(1), and 
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1 each of the two succeeding years, submit to the 

2 Secretar}- of Education a report describing the 

3 Corporation's efforts to assist in the financing 

4 of education facilities projects, incluchng 

5 projects for elementar}-, secondan-. and po.st-

6 secondan- educational institution infrastmcture. 

7 and detailing, on a project-by-project basis, the 

8 Corporation's business dealings with edu-

9 cational institutions that are rated by a nation-

10 ally recognized stati.stical rating organization at 

11 or below t|ie organization's third highest rating. 

12 (c) S.\LE OF FEDER-\LLY OW-XED STOCK.— 

13 (1) S.vi.E OF STOCK REQUIRED.—The Secretaiy 

14 of the Treasur}- shall, upon tho roqueat-uf Lh^ '^^^ 

15 ...etftry uf EduLaliuii, make e^ei} appropriate effort . 

16 ^ sell, pursuant to section 324 of title 31. United 

17 States Code, the .e,ti«g common stock of the Cor-^^^ ^^^^^^ 

18 poration owned by the Secretar}- of Education^*** 

19 luiui than onn yenr after the date of enactment of 

20 thisAct^ b.-^ noi ^'^ rrun^^H^ ^ou. d.4e., 

91 (2) PURCH.\SE BY THE C0RP0R.ATI0X.—Ill the 

22 event that the Secretar}- of the Treasur}- is unable 

23 to sell the -noting common-stock, or any portion Qjcf^^^'^ 

24 thereof at a price acceptable to the Secretary_of___^-^<^^ ^ ^ " ^ 

25 Education and the Secretaiy of the Treasuiyjwithin ^ 
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^ i , , , , _ 3 l , ^ l L p u ^ such stock at a pnce determined 

by the Secretar}- of the Treasur}- and acceptable to 

the Corporation based on the independent appraisal 

5 of one or more nationally recognized financial fimis^ VLC^+ 

6 G T f i r m or firms shall be selected by the becretan? ^ 

7 o f \ e Treasury- in consultation \vith the Secretai/of ^ 

8 Educ^on and the Corporation. / V/oiue <7<̂  

9 (3)VOHIBITIOX OX S.^E OF VOT/G C<.LMMOX 

10 STOCK H E \ B Y T H E SECRET.^YCyEDUC..TIoX.- 5 h , C ^ a 5 

I I The SecretanYf the Treasun^./n completing the ^ 

12 sale of voting c^imon stock,/may not sell or issue O ^ ^ ^ ^ ^ ^ ^ 

13 the voting commo\stock Md by the Secretary of d^d^ Qf^^ 

14 Education to an agV^/instmmentality, or estab- ^ J ^ ^ ^ ^ ^ ^ 

15 hshment of the UrnJVates Govemment, or to a ^2.?, 

16 Government coiiDOi/ion o^^ Government controlled t^if ^ 

17 corporation as s /h tej-ms arUefined m section 103 

18 of title 5, y i t e d Stales CodeV to a government-

19 sponsore/enterpnse as such ternKjs defined 111 sec-

20 tion. 
21 (^) REIMBURSEMEXT OF COSTS OF S.\LE.—The 

22 Secretar}' of the Treasur}- shall be reimbursed from 

23 the proceeds of the sale of the stock under this sub­

section for all reasonable costs related to such sale. 24 
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1 including all reasonable ex-penses relating to one or 

2 more independent appraisals under this subsection. 

3 ^ ) ASSISTAXC-E BY THE C0RP0R.\TI0X.—The 

4 Corporation shall provide such assistance as the Sec-

5 retar}- of the Treasun- and the Secretan" of Edu-

6 cation may require to facihtate the sale of the stock 

7 under this subsection. 

8 (e) REPE.\L OF STATUTORY RESTRICTIOXS .\N-D RE-

9 L.vrED PROMsioxs.-Part D of title M I of the Higher 

10 Education Act of 1965 ("20 U.S.C. 1001 et sec,.) is re-

11 pealed. ^ 

12 Subtitle B—Labor Provisions 
13 SEC. 1 0 l \ . DAVIS-BACON ACT REPEALED. 

14 T h e \ t of March 3, 1931, (common -̂ known as the 

15 DaMS-Baco\\ct) (40 U:S.C. 276a e/seq.), is repealed. 

16 SEC. 10102. REPb^RTING REQUIREIVffiNTS. 

17 Section 2 oXiie Act X)f j / i e 13, 1934 (40 U.S.C. 

18 276c) (commonly k X i i as t/e Copeland Act) is repealed. 

19 SEC 10103. TENNESSEE V A O ^ Y AUTHORITY CONTRACTS. 

20 Section 3 of the/TeiWssee Valley Authority Act of 

21 1933 (16 U.S.C. aaflb) is aln^lded by striking the second. 

22 third, and fourth paragraphs. 

23 SEC. 10104. EFFECTIVE DATE. 

24 The/amendments made by serious 10101. 10102. 

25 and WlOS shaU take effect on Januyy- 1, 1996. except 
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1 that such^endments shall not-affScf any contract in ex-

2 istence on thaT^at^^^oi^ade pursuant to invitations for 

3 bids outstandirrp- on that Oaie. 



STUDENT LOAN CUTS IN SELECTED STATES 

ARKANSAS 

Governor Jim Guy Tucker 
Speaker Bobby L. Hogue 
Senate Pro Tem Stanley Russ 
Joint Senate & House Education Committee Chairpersons: 

Senator Lu Hardin and Rep. Bob McGinnis 

CALIFORNIA 

Lt. Governor Gray Davis 
Senate Majority Leader B i l l Lockyear 
State Superintendent of Public I n s t r u c t i o n Delaine Eastin 
Chairman Leroy Greene (Senate Education Committee) 
Chairwoman Dede Alpert (House Education Committee) 
Supervisor Yvonne Burke (Los Angeles) 
Supervisor Zev Yaroslavsky (Los Angeles) 
Chair Board of Supervisors Gloria Molina (Los Angeles) 
Supervisor Carol Migden (San Francisco) 
Supervisor Susan Leal (San Francisco) 
Mayor Shirley Dean (Berkeley) 
Mayor Beverly O'Neill (Long Beach) 
Mayor Frank M. Jordan (San Francisco) 
Mayor Harriet M i l l e r (Santa Barbara) 

CONNECTICtJT 

Senate Minority Leader William Di Bella 
Speaker Thomas D. R i t t e r 
House Majority Leader Moria Lyons 
Mayor Michael J. Peters (Hartford) 
Mayor John DeStefanao (New Haven) 

DISTRICT OF COLUMBIA 

Mayor Marion Barry, Jr. 

DELAWARE 

Lt. Governor Ruth Ann Minner 
House Minority,Leader Robert G i l l i g a n 
Senate Majority Leader Thomas B. Sharp 
Dennis Greenhouse (County Executive New Castle County) 

FLORIDA 

Governor Lawton Chiles 
Lt. Governor Buddy MacKay 
Speaker of the House Peter Rudy Wallace 
House Majority Leader Jim Davis 



Suzanne Gunzburger (Broward County—Ft. Lauderdale County 
Executive) 

Mayor Dick A. Greco (Tampa) 

ILLINOIS 

Senate Minority Leader Emil Jones Jr. 
House Minority Leader Michael J. Madigan 
President John Stroger (Cook County Board of Supervisors) 
Paul Mulcahey (Rock Island County Executives) 
Mayor Richard M. Daley (Chicago) 
Mayor Tod Satherwaite (Urbana) 

INDIANA 

Governor Evan Bayh 

lOKA 

Senate President Leonard Boswell 
Senate Majority Leader Wally E. Horn 
House Minority Leader David Schrader 
Chairman Senate Education Committee Mike Connolly 
Mayor John Dorrian (Des Moines) 
Mayor Robert Scott (Sioux City) 
Jack Bishop (Polk County Executive) 

KENTtJCKY 

Governor Brereton Jones 
Lt. Governor Paul Patton 
Senate President John A. "Eck" Rose 
Speaker Jody Richards 
Joint House/Senate Education Committee Chairpersons Senator Joe 

Meyer and Rep. Freed Curd 
Judge David Armstrong (Jefferson County--Louisville County 

Executive) 
Mayor Jerry E. Abramson (Louisville) 

LOUISIANA 

Governor Edwin Edwards 
Lt. Governor Melinda Schwegmann 
Speaker of the House John A. Alario, Jr. 
Senate President Samuel B. Nunez 
Chairman Senate Education Committee Cecil Picard 
Chairman House Education Committee Johnny McFerren 
Mayor Marc Morial (New Orleans) 

MAINE 

Senate Leader Mark Lawrence 
Speaker Dan Gwadowsky 
Chairman House Education Committee John Martin 



Mayor P h i l l i p John Dawson (Portland) 

MARYLAND 

Governor Parris N. Glendening 
Lt. Governor Kathleen Kennedy Townsend 
Speaker of the House Casper R. Taylor 
Senate Majority Leader Clarence Blount 
Douglas Duncan (Montgomery Co.—Rockville Executive) 
Dutch Rupersburger (Baltimore County Executive) 
Wayne Curry (Prince George's County Executive) 
Mayor Kurt Schmoke (Baltimore) 

MASSACHUSETTS 

Speaker of the House Charles F. Flaherty 
Senate President William Bulger 
Joint House/Senate Education Committee Chairpersons Senator David 

Magnani and Rep. Shirley Owens Hicks 
Mayor Thomas Menino (Boston) 
Mayor Keneth Reeves (Cambridge) 
Mayor Raymond V. Mariano (Worcester) 

MICHIGAN 

Senate Leader Arthur J. M i l l e r , Jr. 
House Minority Leader Curtis Hertel 
Ed McNamara (Wayne Co.—Detroit County Executive) 
Douglas Bovin (Delta Co.—Escanaba County Executive) 
Mayor Dennis W. Archer (Detroit) 
Mayor Robert J. Phipps (East Lansing) 

MINNESOTA 

Senate President Allan H. Spear 
Speaker I r v Anderson 
Chairman Senate Education Committee Lawrence Pogemiller 
Chairman House Education Committee Lyndon Carlson 
Chairman Peter McLaughlin (Hennepin Co.—Minneapolis 

CountyExecutive) 
Mayor Sharon Sayles Belton (Minneapolis) 

MISSOURI 

Governor Mel Carnahan 
Lt. Governor Roger B. Wilson 
Senate Majority Leader J.B. Banks 
Speaker Bob G r i f f i n 
Chairman Senate Education Committee Joe Mosely 
Mayor Freeman R. Bosley, Jr. (St. Louis) 



Mayor Emanuel Cleaver I I (Kansas City) 

NEBRASKA 

Governor E. Benjamin Nelson 
Lt. Governor Kim Robak 

NEVADA 

Governor Bob M i l l e r 
Senate Minority Leader Dina Titus 
Speaker of the Assembly Joseph E. Dini, Jr. 

NEW MEXICO 

Senate Majority Leader Manny Aragon 
Speaker Raymond Sanchez 
Chairman House Education Committee Samuel V i g i l 
Chairman Senate Education Committee Carlos Cisneros 
Mayor Martin Chavez (Albuquerque) 
Mayor Rubin Smith (Las Cruces) 

NEW JERSEY 

Senate Minority Leader John A. Lynch 
House Minority Leader Joseph V. Doria 
Mayor Ted Light (Piscataway Township) 

NEW YORK 

Speaker Sheldon Silver 
House Majority Leader Michael Bragman 
Senate Minority Leader Martin Connor 
Chairman Assembly Education Committee Steven Sanders 
Mayor Anthoney Masiello (Buffalo) 
Dennis Gorski (Erie Co.—Buffalo County Executive) 

NORTH CAROLINA 

Lt, Governor Dennis Wicker 
Senate President Marc Basnight 
Senate Majority Leader J. Richard Conder 
House Minority Leader Jim Black 
Chairman Senate Education Committee J. Clark Plexico 
Mayor Sylvia S. Kerckhoff (Durham) 
Mayor Martha S. Wood (Winston-Salem) 

PENNSYLVANIA 

Senate Minority Leader Robert J. Mellow 
House Minority Leader William DeWeese 
Chairman Tom Foerster (Allegheny Co.—Pittsburgh County 

Executive) 
Mayor Edward Rendell (Philadelphia) 



Mayor Tom Murphy (Pittsburgh) 

SOtJTH DAKOTA 

Commissioner of Schools & Public Lands Curtis Johnson 
Senate Minority Leader Lars Herseth 
House Minority Leader Craig Schaunaman 

TEXAS 

Lt. Governor Bob Bullock 
Senate President Pro Tem Gonzalo Barrientos 
Speaker of the House James F. Laney 
Dionne Bagsby (Tarrant Co.—Ft. Worth County Executive) 
Mayor Bruce Todd (Austin) 

VERMONT 

Governor Howard Dean 
Speaker Michael Obuchowski 
House Majority Leader Paul C i l l o 
Senate Minority Leader Peter Schumlin 
Chairman Senate Education Committee Jeb Spaulding 

WASHINGTON 

Governor Mike Lowry 
Senate Majority Leader Marcus S. Gaspard 
House Minority Leader Marlin Applewick 
Gary Locke (King Co.—Seattle Executive) 
Mayor Norman Rice (Seattle) 

WISCONSIN 

Senate Minority Leader Robert Jauch 
House Minority Leader Walter J. Kunicki 
Thomas Ament (Milwaukee County Executive) 
Mayor John 0. Norquist (Milwaukee) 
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Letters to the Editor 
Enttrprtse wtlcomta 'Uttcr» to iAc Witer." birf mpnm that all IHUn U 

alffied and lAr wnW* itom* ht lutd in Ifcc poptr u/Uh tht UUer. No ai(Mqr-
\UHtnmabttatd.rKdUor) . 

considerattqî lo die dlfTcrcncc bct-
okl 

public 

Ol 

Concerned About Asssiuil 
onAldIo Ediicatton 

As Picsidenl oi Viigiiiiai's S*mi 
pMVt Cbllege. I am joining the 
Ihoosands of odios in higher edu-
cstion who are concerned about the 
pending wholesale assault by our 
Congress oo federal aid to higlicr 
education, lb balance the budget is 
not a bad goal in and of itself, how­
ever, tho travesty lies within the 
process which is directed dispro­
portionately al the eacpeose of the 
nation's 117-Historlcally-^lack. 
Colleges and Universities (HBCUs). 

- As you mâ  be aware, Siinl Paul's 

CoDcgc is among five Vii^ia m-
. stitutions with these historic spedal 

missions. Others are Hampton, 
Norfolk State, Virginia Stale and 

Virginia Union Universities, and 
Virginia Seminary and College. 
Statewide, the proposed cuts would 
eliminate9,872 low incomestndents 
and $9,738,135 eamurfced to help 
them gpt a coDcĝ  education at these 
historic colleees. 

If Ihc potential impact of die 
Budget Resolution on Saint Paul's 
XXillege is any indication of the na-
ti<mal impact on HBCUs. these 
special-mission institutions will 
ccosetoexistaswcknow lhcmto<by 
and shutdown the opporlnnily 
structure for African Americans, 
latinos, an<l puor and Iwv income 
people of alt races. 

Ctongrcss must address this dl»-
parily relative to Ihe HBCUs. which 
deserve the right to continue die 
missions for which they were cs-
tablKhed. The potential Congres­
sional iroptd by lawmakers on dte 
Historically Riack CbHeges is as 
follows: 

• Student Tkuttqn Assistance and 
Scholarships—Ftom die pipeline to 

. . higher edacathm- to graduate and ^ 
profe!Kionaisdiool.ihcpcndingcuis 
would kill the dreams of people of 
color, low income peopleof all races, 
and much of die middle class. Also 
proposed is thecradication ofTRIO 

(Continued on Page ISA) 

I 
(Gmllnmd frvm Pane 14 A) 

propams Including Upwaid Bnudl, 
Student Support Services, Itelenf 
Search and other progmna; 

• bhScfaool rmcresl Waiver — 
tAiA ot ibe $35 billion spent ia 
foderd aid lo .bichcr education in 
1994-95 went lo about fiv* vliliaa 
smdents Ihiough Sttdbrd LMCS, 
wUcb an sobstdaed in two major 
wiyc 1) Ihe gowcnmeal gnuanlccs 
badts makiat die tons lhat lliqr 
win be pM back—cwen If sitidarts 
defiull; 2) tlwdcnti do nol hive lo 
pay inlerest on IheU hwni whidi 
ftey are In oolkee, graduate aehool 
«r mde school; 

• Pen Grant CMbadcs—26 per-
ceatofallblackfndeniswfio receive 
financial aki aie sapfontA by Pell 
Gianlh Ckngtesiisplamilnglolevel 
spendiae on Pdl Gnmt, a cat which 
Ihc U.S. Deparlmeni of Educatioii 
aayawould lolal 40perocnl(ad)usled 
far Inflation). Il ii estimated llwl 
47j000 students depend oa Ibe Pell 
awaid̂  

• Work-Study Propam—Law-
makers are recommen&ig leveling 
fittdingfof Rdeia1\̂ AMfc-5lMiy. All 
total, HBCUs aland lo h»e SIS 
BMDfen In Wotk-5iBdy tmidt, about 
die cost of a single B-2 bomber; Ihe 
•nadier ot Work-Slady Mndeats at 
HBCUt Is ptoiected to dcdhe by 
more dian l&ffXk 

• lamliaKon of Federal Assis-
lanee lo Homid Univeidty — Pio> 
poaais ara to me oul fiindiag for 
Howard Univeisily in mshinglon. 
D.C Pedeml Audlng for Howard 
totaled S2M aiillkia hs 199S. Ona 
plan would teminaie all direct ap-
propnatlonslbr Howard in FY 1996. 

VbgiBia*sSaini Paal College i 
SmaO tnhten dkivcn indepcod-
college, wi* a student body of 7 
Theexpeded Inipaci fromlhesep 
posed cuts on cnmilmcnt | 
leadal cniolaKnl b frlghteniai 
imagine, ladeedlhitoollege 
nation̂  ether HBCUs la panlcu 
are asked Mpay most denljh Bi 
• lhe predamloamly black aiad 
papula t loa Ibeae Insliluliona 
•enfaig who are hh hraadstde: i 
betfe*M-d«ttrkKdlartotiswft 
ana Sealed to en̂ wwcr Afrii 
Ameiicaastoaiaadonibeii ti 
are now staled lo be key victim 
badgetary proposals whkh will -
aiMy "personal RsponslMUty": 
'Wf-relianoe" ralhcr than conn 
ale 10 Iheir devekipoieal. 

tliomat M. li 
SPCPnaJdeal 
Lawrencevi lie 
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Budget plan hurts youth 
By OSWALD P. BRONSON SR. 

The flame of tht candla of hope for moat of Amet̂  
ica'a youth is beginning to dim In the wind of 
congraaalonal atrategiea to balanca the ftderal 

budget. WHUa tha country agree* that a atabUiied bud­
get ia easantlal. some poUtlcftl leadara are planning to 
accoraphsh iWs. in part, by taking away «ecesajo edu­
caUon for miUlona of middle, and. low.uicome siu­
dents. They propose a 136 billion cutback in S*?"*"^ 
and training during the next seven years. Thia may 
happen deapiw what Araerleana b«Uavo. 

A January 1995 poll conducted by Tha Alliance to 
Save Student Atd shows 69 percent of Amerieana a ^ 
that the country's ftiture lies in the hands of today t 
youth and support helping inidents pay fbr coUege. 
They view thia ibderal expenditure aa important and 
daairabla. second only to Social Security. 

However. Congreaa U threatening the ftiture of 
many of America's aittdentt by limltine or roducina 
access to education. Higher education is aCbrdabw nr 
leaa than half of all students attending the natimis 
public colleges and only a fourth of thon atwndliie 
private coUegea and unlvaraitltt. Acceea te higher ed­
ucation is a dim flicker of hope for these students 
without federalflnancial aid and loan prograni. 

To make higher education possible for these am. 
denta. the federal government provides more man Mi 
billion each year In aid through programs suchas Peu 
Oranta suDDiemental Edueatlonal Opportuntty 
oES3\SEOG)! Federal Work-Study (ryl). Perkto 
Loana. State Student Incentive Gtnnta <snO). •^ / •* ' 
eral Student Loans. Adoption of the propoied $38 bllr 
lion cutback will dlmlnlih asplrtdons of many 
students who seek education to elevate their Uvea and 
to be competitive in the world marketplaeo. Middle 
America will be aflbcted since tha average iMome of 
fhmlliea who rtceive federal studant loans 1* ttWOO-

While we applaud tha resolve to balance the budget 
we must not forget that Investment in educatlonw an 
investment m Amerlea'a future. The aytnwal eftct of 
undercutting access to eoUege education will, in the 
long run. cost taxpayers billlens of doUars in lost tax 
revenue and could lead to increased dependency on 
* toPuirlda, propoeed cutt will mean a S1.S billion re-

GUEST COLUMN 

Bronson 

ductioh in federal spending on ed­
ucation. It wiU aflbct student loan 
programs by increasing studant 
coats for educational loans by $10 
billion. This would Increase the 
cost of coUege education by as 
much as 52.111 for Florida's 
184,600 undergraduate students 
and as much as S9,424 for 26,400 graduate students. ' 

In historicaUy black coUeges and universities, 
where many minority studenu got thair undergradu­
ate education and a mî erity their graduate degreee, 
the proposed cuu wiU strip away aU poulbUity of a 
chance to pursue a college degree. 

More than half the (kmUies of black college students 
eam less than S20.000 a year. . ^ 

The threat of loelng the Supplemental Education Op. 
oortunity grant will cause historiGallT black coUegea 
uid unlversltiea to bee an additional 336 tnUlion in, 
federal aseistanee. At Bethune-Cookman CoUege thia 
lose wUl equal $108,000 annuaUy, resulting In 1.400 fbw-
ersmdents reeelvingthia aW. , .̂ ^ . _ 

Bealdes the severe reduetlons In higher education fi­
nancial aid programs, proposed educatien and train', 
ing budget cuts wUl also impact such programs as: 
Head Start where U0,00O ehUdren nationwide and 
6.6S4 in Florida wUl be denied Head Start opportunity; 
ud school'to-work iniflatives where summer lobs wiU 
be eliminated for an estimated 188,256 yooths In Flor­
ida ever the next eeven year*. ^ 
. As a nation, wa must rise to the chaUenge left to us 

by B-CC fbundar Maty McLaod Bethune. who tauL- "I 
leave you... a rteponslbiUty to our voung people. Our 
children must never lose their zeal for building a bet-
tar world. They muat not be dlacouramd ftom aspiring 
toward greatneie. fbr they are to bette leadeii of lo-
monow .. I leave you a thlrat fbr education. Knowi-
adgele the prime need of the hour." 

Ancrica can't afford to blew out the Came of educa­
tional opportunity fbr future leaders and laxpaying 
ddiena. Aa we move to balance tha budget, wa must 
not act at the expense of our youth. 

• Bronson. Ph.D.. is presldam ol B-CC. 
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Letters To The Editor 
Halting federal aid will hurt historically black colleges 

Editor, B^msmek Timts-Oaitfft: 
As Prttidont of Virginia's Saiat Paul's College. 

I am joining the thousands of others in higher edu* 
cation M̂ho are cooeeraed about the pending 
wholesale' assault by our Congress on federal aid to 
higher education. To balance che budget it not a 
bad goal in and of itself, however, the travesty lies 
within the process which is directed disproportion-
ately at the expense of the nation's 117 Histori­
cally Bla«k Colleges and Unlveniiles (HBCUs). 

AS you may be aware. Saint Paul's College is 
among Ave Vlr^nla instimtions with these historic 
special missions. Others are Hampton. Norfolk 
State, VirginU State and Virginia Union Univeni> 
ties, and ,Virglnia Seminary and CoUege. Siai^ 
wide, the proposed cnu would eliminate 9.S72 low 
income stndenu and $9,738,135 earmarked to help 
them get a eoUege education at tbese historic eol> 
legos. 

If (he potential hnpan of the Budget Resolution 
on Saint Panl's College ia any iadieatloa of die na­
tional bnpact on HBCUs. these speda]>misston in-
admtlons will cease to exist as we know them to­
day and shutdown the opportnaicy struaure for AtA-
oaa Americans. Latinos, and poor and low income 
people bf all nces. 

Congress rotist address this disparity relative to 
the HBCUs, which deserve the right to continue 
Ihe mluions fb̂  ..ybich they wets esubUshed. The 
potential Congressional impact by lawmakers on 
die Kistorleally Black Colleges is u tbilows: 

• Student Tuidon Assisunce and Scholarships 
— From the pipeline to higher education lo gradu­
ate and professional school, the pending cuts 
woold kiU thie dreams ef people of color, low in­
come people Of all races, and much of tha middle 
class. Also proposed is die endlcaden. ef TRIO 
programs Including Upward Bound. Student Sup-
port Services. Talent Search and eUier programs; 

U fo-School Interest Waiver — Most of tho S35 
billion sp t̂ ia federal aid to higher education In 
1994-95 wast (o ahem five million students through 
Stafford L6ans, which ara subsidized In two nû or 

ways: I) the government guarantees banks malting 
the loans that they will be paid back — even If 
scudants default; 2) .students do not have to pay in* 
terest on their loans which the)' are in college, gra* 
duate school or trade school: 

• PeU Grant Cutbacks — 26 percent of aU black 
smdents who raceive financial aid are supported by 
Pel! Grantt. Congress is planning to level spending 
00 Pell Grants, a cut which the U.S. Depanment of 
Ediicadon says would total 40 percent (adjuswd for 
inflation). It is estimated that 47.000 studenu de* 
pead on die PeU award: 

• Woik-Stody Progiam — Lawmakers are rec­
ommending leveling fimding for Federal Work-
Study. All total, HBCUs stand » lose S15 miUloa 
in Work.̂ tudy f\inds, ^ut the cost of a single B*2 
bomber, the aumber of Wotk-Snidy students at 
HBCUs is projected to deeUne by more than 
18,000: 

• Ellfflinacion of Federal Assistance to Howard 
University —: Proposals an to zero out funding for 
Howard Uaiver^ in Washington, O.C Federal 
funding for Howard totaled $206 mlUion in 1995. 
One plan would terminau aU direct appropriations 
for Howard in py 1996. 

Virginia's Saint Paul's College is a smaU nil-
aon*driven independent college, with a smdent 
body of 700. The expected impact &om these pro­
posed cuu on enrollment and potential eniollmenc 
is ftightening to imagine. 

fnditmd. diis college and the nation's otiier HB­
CUs in particular, are asked to pay most dearly. 
Biit it is die ptcdemioantly black student popula­
tion these instimtions are serving who are hit 
broadside. 

It is ironic that these iastinitioas Which are erear 
ted to ampewar AfHcan Amerieans to stand oa 
their own feet are now slated to be key vlotlm in 
budgetary proposals which will destroy "personal 
responsibilit/* and "self̂ raliasce" rather than eon-
tribute to their deveiopfflent 

Thomas M. Law 
President, St. Paul's Collegr 
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Independence through education 
M aMMnkiah! incnaoed 

ayThoiivaW.Coto 

I f Congress has its way, 
the nch WiU be able to afford a 
coUego education. 
Of course, balaadag TBB fra* 

eral budget should be a high pri­
ority fbr the Clinton adalaian-
tioo and the i04th Congreaa. But 
cuttem pnipoaala go too te. 

— • Pnetdeats 
and chaiw*""*̂  
of the Bation's 
historicaUy 
blask colleges 
anduniverstiies 
wMRioWash* 
iognn recently 

I tovotcacon* • 
Thxst cuts contradict 
what the Republican 
agenda proposes to 

accomplish: 
increased 

self-empowerment 
and less govemment 

dependence. 

Ceta HouaoandSen* 
ate budBSi naoiuilaoi too, pro-
poee maior cuu in fedvai spend* 
ingfbr higher ediHaHOD. Ia an 
effknt to balanee the budget by 
2002. tmm^immtdt^ 
poggible for thoiMnds of low and 
|;̂ .̂iQOome siudentt to obtain 
a coUege edueattBB would be cur* 
tailed. 

AU institimaaB cC Usher adl̂  
caHoo would be ailbettd by the 
proposed cuts. HiatortceUy black 
colleges, boerever would Mipeii* 
ence the greetaec adtreno iiflpect 
These insdtudoaa lepteeeoK only 
3 percent of the higher educanoa 
coBonunity. yet WatencaUy black 
coUegea eoroU abeot 17 percent 
of the Afrteen'Anwtleme wbo 
attend eoUege and confer almflei 
40 peirent of the baccalaureate 
degrees awarded to Amcaa* 
Ameiicans. 

These iniTinr**'*** a valu* 
able naaonal resource. Histori­
caUy black coUegeehwe 
produced moro than TOpatem of 
the Afiican-Americen pnaeealoo-
ais in aU fields aad aeite as the 
baccalauream origin ter mora 

than 60 percent of Afirtcan* 
AnNricaoa who receive doeioiata 
degreee. Tliey have never difr 

poses to accomoUsh: Increased 
saif-empowetment aad less gov-
eremeni dependeace. One of the 
siagle most effective facton ia 
empowemeot of minority com* 
miBiitiea in the past 100 yean ia 
increased access to educatioaai 
opponunities. 

Educati?" has been the key to 
the transiiion iSrom slave to field 
ŵorker to factory worker to 

teaisber. doctor, lawyer aad cor* 
porate leader in the Afrlcaa* 
Ameheaa coiiununiiy-

We have come a long way 
toward realiang the Anerican 
DreaoL but we StiU have a very 
long way to go and many hjffdlee 
to ovoreone. The propoeed bud­
get cuts and aaaault on afBnna* 
ttve aedon WiU ttueateo the edur 
cidaoai future of al&artT 
itudiBawhoawcnidaitoi 

gagftsauB. There ia aaan diver* 
sSr at UiiBtieatty black GoUegea 
uaoog tha siodeaa. fheuiiy aad 
staff than in aU of Aaariean 
higher education. 

toaUy 
couttl 
ingn 

tor 
whearestitv̂  

m W B B waaB m^^^^^- r ~ ' ^ 6 U l 

SgMbUUonovertbei 
yeere ftom entiripefew 
Student looa WiU be cut by SIO 
bUlton. Theee ere deep euta, and 
they WiU hurt The efleeta oa 
htjhf fttUff***" IM—wer.aw 
particularty diastie. 

Aong the noet davaatating 
piopoeeia ere the fteoiiag of PeU 
Bfŷ f! 0]|gnniiiao of the ia-
Khool tauateet subady on fbderal 
loBBs: eUnaaiionof the Suppla-
imm^ gjuGginaiui OpponiBHiy 
Qnaa aad eaapua-beaed studeat 
jiugiami: - » - ^ — ^ 
auppoR ef Howard Uaivefeitr. 
aâ  eUatlBBtiOB of caitalA Title 
lUprograoa. 

Ia fkct. theae cuta coatttdiet 
what the RepubUcan agenda pro* 

Al Clark AlUauUWvBrttty. 
abowMpetoemofiheSJJJiw-

to pay as nuch of tfae cost aa poB-
slble. but the total cost of a 
eoUege educsdoa is sinply 
beyond their reech widMut ffima 
gmlloaiig fkmn the federai fot̂  

Bveiyime wlU be aflicted by 
the budget reaolutlQns. and wo 
S J ^ S c t t i a o n w U l ^ ^ 
letriag coograss inewthe mper-
taaco of koepiag the doorof 
opperaiaiiy open P / l l ^ ™ 
future generations of AmenraiiB 

Themos W. Cbie jr. is presidBni 9f 
dark Atianta Uiwenttf. 
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Proposed budget cuts would restrict 
college opportunities for many students 

ADDroximately 9 

By DR. LEONARD E. DAWSON 

Dawson 

The HJJtlt l̂ ongress. in its at­
tempt to ini|ilemeiil M\e features 
nf llic c«»ntii»vcrsial Contract with 
Aiiier'u-.t. n|i|n;ni-s deter­
mined III balniict! llie 
LudRel ill |)iiii by drasti­
cally reduiiog fedei nl Ti-
nancial nid liir Kludeiils. 

Budget resolutions 
now beiiiR ronsiilered re­
quire cut-'s federal slii-
fleiil \>tni\ j»Migr.iins» l« 
si«ve Stu.4 iMllioit over 
the next seven years. 
Second, llic plnn puis n 
ceiling on ll»e Uital amount of 
money Hint niRy be spent for dis-
cnstionnrv |trogrnms in Mch of 
llie next seveti i-enrs. Included are 
Pell GrantP. ranipus-bnaed stu­
dent aid ntvl TIIIO Programs, the 
programs tliat nre essential Uy 
pmviding lo higher educa­
tion for Ibc most needy studenLi. 
If these tiieaBiires are enacted 
into law. higher education will 
again bcomic Uie preserve of the 
financially-well-olf portion of our 
citizenry 

Presidents and chancellors ot 

portionale adverse impact They 
recently journeyed U» Waahingtori 
to voice their concerns to both 
House nnd Senate niembera over 
what Uiey view aa a n>ajor threat 

lo ll>e very survival of 
Bome of titeae inatitu-
lions. Plans are now 
under way lo continue to 
make lheir views known 
in Washington during 
Historically Black Col­
leges and Universities 
Week, wliidi is scheduled 
fur Sept. 2 6 ^ . 

Sen. Strom Tluinnond 
sponsors a resolution 

each year designating a week in 
September to celebrate the contri­
bution of Ihia group of inaUtu-
llons. While no one opposea tho 
need for a balanced budget, pro-

itna that have made it posaible grania that have made it paesible 
lor thousands of low- and roiddie-
income sludenta lo atiesid college 
should be maintained if we are to 
create a truly diverse educated 
population. 

Historically black oollegea aiMi 
universities are a valuable natioi*-
al resource. Even today, they con­
tinue to produce more thaii 60 

^1 

pUsidents and chancellor, of tinue toprodbee 
the 112 historically and prtMlomi- percent of A&ican-Aininican bac 
iS,Uy bV^ collet are rightful- ^ ' ^ ^ T S ^ ^ ' S S ^ I ^ ^ ^ ^ 
lyconcemed that major cuts in torate degrees^ Theyr^fna^t 
f l S spending WiU have diapio^ nmjor entry pomt ofKigher educ­

tion opportunity for thousands of 
young men and women who 
would not otlierwise attend col­
lege. No other suhaet of American 
higher education institutions can 
boast of the diversity among âcul-
ly, atalT, and students as tJiese in-
stilutkmscnn. 

Despite the positive econoimc 
impact that a college education 
guarantees our country, the bud-

5et resolution would cut the slu-
ent loan program hy ^V3A billion 

over aeren yeois, eliminate the iiv 
school interest eaemplioo for 
graduates and profesaional stu­
dents and miae the origination fee 
thai every student must pay to 
K l a loans. In addition, the mim-
mum Fell Grant wooM be set at 
$600, elTeclively eliminating ap-
nnwimatoly 300,000 atudenls 
Broai the program. 

Enactment of these provMiona 
would draatkally diminale oppor-
tunitiea for thouaanda of African-
Americana and other minorities 
at a lime when they are Uying to 
move into the American main-
atrean by attending coUcEe la 
record nnmhera. These rtudenis 
depend heavUy on federal stwdent 
aid to help them meet coUege 

costs. Approximately 93 percent 
of the studento who attend 
Voorhees College receive some 
form of financial aid. While we. of 
necessity, strive lo keep our costs 
as low as posaible and hence af-
fordable, limited peienlal support 
is available to cbse the unmet 
need gap for our students. Reduc-
liona in Ibe aid availabUs from the 
federal govemment would make 
it virtually impossible for many of 
our students to attend college. 

Approximately 36 percent of 
Voorhees graduates presently go 
diredly to graduate or proSesaion-
al achoolB, a eignilicant increase 
from a few years ago. We have 
worked very hard to achieve this 
goal. Elimination of the iii-achool 
interest aubeidy for graduate and 
profesatonal achool studento 
threatens to undermine this ef-

We must all urge Congress to 
pass legislation that ensures that 
the opportunity to attend college 
ia the right of evenr American, not 
just a privileged few. 

• Or Leonard E Dawson Is presr 
Idem of Voorhees Colege in Derv 
mark-
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Colleges battling funding ax 
MyMYCa L. HTHS 

rhrrr ii « »r»«« WMiwi tcir% un m 
thii eounirv, ind ill prmiirjf »«lllr«ro«n« 
i« iltr hil l - o< Con|f»«» li« trnton* will 
tiiriciiy «nd pntleundly • M M our 
rconemit. pulitiol >nd • '• '• i l«tluM«. 

Wr ire p l iy i" ! h * «hf l»8>*« 
imiKinibl*; iM (unii* ol ptir eluMicn tnd 
I'lir MCMiy, tnd mir iiinding m iht |labil 
mtrMptkc*. 

In an titan M kiltMt ilit P i a m l 
bud(C4 by i o n . (unvM propdMta M k le 
cuniil program* ihM hivt M B S I U 
poiiiblt tfr lM«MNdt a< kiw and 
middli'incemf nudmH le akiita i 
colltv tdue«»i«ii T h m piu|—m euit m 
liMMKl »id dirtcily oppint whM 
Amerirkni wini. 

A jMusry tucw** ol 1.000 AwvilcaM 
(commiwIuMd br Ih* Allltnw W 8*«» 
Siudaitl Aid) NVMl«d ihil .UMrtctfw 
ncroM lU birkf rounda, inciNiw ItvcM (nd 
polltu-tl illlliMteM o«in«htlmiliRt|f 
huppwri iMlint ipMdms M piogniM 
lhai tnaM* imdcnti to intnd eelkst, «nd 
ihay valut fadanl aiudcM aid U a 
ntttaaary invttMimi in kaiMng lb* 
nailm'* ftonony | R M | a>d cawpaatw*. 
In addlUen, tht « I M matartty rankad 
coMliMMa lundini ior iMdairt aid wMb 
Social Stcuiiiy aa a wp M I M M I •rtortlr. 
tnd <tMy airwd that acMtt Mootltci 
I K M I M Motb«aMnft«tdlAitaiMMel 
daiWM rvduttiw. In addHMM « wMncw-
iifiH th* dnaiM tMdmu -"d 
nwd 10 tn l»«oll«ift t M » «wa wants 

alaa mab* (r iSvai i aad piafeaabnal 
KtwtoHtoaaawaailbll. 

TUd MinM war lo nabt ae aagtaa <»tt 
niraiini la M dapriv* il e( luoL TM Imi e( 
our nariMt'p acoAOHiy U m loabaia. 
TaciifidlesMal advtnna tavi CIMIWI ih> 
AMd (ur a brtia»>«dyMiid a« i • • • • 
higMy akilldd worbw. OMI wwaat* 
ttmtM rpmptw wiib Mbar naaoM il ««• 
priM • eoUtg* t d M i i M i w i •< tfwlt 
rttdi. If w« d« Ml mbi iba aaat gaeara* 
tloM oi aiginaon. maaMbaia, aaS ibo 
paoplt wka aupoM ibaai. I IMM kigk-
paying nchfiical wiU go ovaiaaaa. 

HMO aM aoaw o< itw MM i M a n 
b*MiR pinpaaad. aitd ih t i ra iMi^aMM 

- riw M m l CttvarMMM paaMdaa 
79 pafNfH oi all HnaMai old tat ao"" 
iacludMR granit. •rork^iudy. Mid i 
loaaa. Pot awMptfc M l OfooM a n 
voiichan ibai allow ^waMttad aatdi 
tnroll al iba calktt* er uMiiitUy at (bait 
choica. Tlia majdaiiiai aaaoiiM lor indl* 
vidwal Ptll Craou baa brow afltttMly 
f rnMn tar iht laai Ua yaart and a p i » 
paaod riaa in ih* r tS Craot naar IfOM 
MIW t« IMO will afftttivtty d t f«« t many 
)»M-nttdy tiudafMa ibo oppownoiiy "»«• 
10 cellago, Can yo« de ibiM* • " « • • " * a 
i t iM moMy yott did l u ytoioogaf 

— KIlmiiitiuMi oi tht In Vtbool lowiwi 
Exomaiipit. wl«icb rtitavaa undofgnditaia 
tndgfaduatttiodtMtofbavlaswpay 
innraa< on ihalr loana wblla amaHM. ind 
tar ail RMMba aNw awy gtadaoia. 
Studenu nrtd lo coneantfaw e« taaiMng, 
(loi on Mking iKeM nrd luMiaat paywanfc 

- Praeung TWO lundi (tar toiltg^ 
pfoppfogtatMlilwUpw*'^ , 
diMdvamtgad youibl at ihtcunaot 
will Begtuvtly unpad ibt n i"*'"* 
laUnltd poor ttudiMa lecklftg a eolWgt 
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Student 
Loans: The 
Wrong Cuts 

With this vital program, 
Republicans appear to prefer 

a wasteful mmopoly to 
effective competition 

BY JONATHAN COHN 

Young people in itiis oouiiiry are feeling llic 
squeeze. Even a.s \t\ gelling liardcr u> gel a 
decent job without a college decree, luilege 

iwelf is becoming prohibilively cxpimsivc for inuic 
antl more pet̂ ple. Krom I'JK^ to WS, iiie(.ii;ui fiuni-
ly income increa.scd by 3 peircni, wliiJc the average 
cost of luilion and fees at pnvate ci)llege.s went up 
91 percent. In real lanwn, the iiicflixn lamily income 
keeps going duwn while tuidon—at public as well 
its private .schools—keeps shooting up. 

The story gels even worse. As tuiliuii explodes, 
federal and state education money is drying up :iiicl 
students ore bearing a larger and Kirgcr share of the 
tuition burden. Keflectinji the need for more aid. the 
federal student loan guarantee program saw loans 
grow 51 percent between 1992 and 1994. And the.se 
louas leave students with huge debts. Faying back 
$30,000 at 8 percent over 10 years, for example, 
would Ulcan a monthly paymeni of $644. This 
makes it impossible for numy graduates to go into 
luw-paying lines of work like leaching, and it alsn 
discourages many from .seeking a college education 
in the fini place. 

Meanwhile, a liosi of linanciiil in.sijtuti()ns hove 
been mtiking a mint otT struggling .students. Until 
ircciilly. the [luittrdl government did not actually 
loan inuiiey lu students directly; rather, it guaran­
teed private loans. The system proved ex}jensive 
and wasietul. Private lenden made huge mna of 
money while doing liulc work and taking no ri.sk. 
And service tn smdents was decidedly not a priori' 

In 1993, President Clinton decided lo do st)ine-
thing about it. Under his plan, which pas.scd in 
Congress that .summer, the govcninieiii went be-
yuitO merely guaranteeing bank loans. Students 
were given the option of borrowing money directly 
from the Treasury. "Direct lending," xs this pn>-
gram is called, quickly became wildly popular 
aniong siudeiuii und .schools, in pun because the 
ifuvenimcnl strcjuuliiicd llie pr(x;c.s.s ii> r«hK:c |ni-
penvork. Il has HISO saved taxpayer dollars hy cut­
ting out die iiiiddlciiicii. 

Tlie crucial elcmctit of direct lending, though, is 
ihu upiiun of what's called inconic-coiiiiiigeiii 
loans, which lets students pay olT tiieir ilehi a.s a 

AHKM'IIM Culm IS nuuianiiiK iiiUnr i>j'\T\c Atuncan ISII.\|KTI. 

'li Hik- WiuliiiiKiuu MuiiUily /(Ji:u)hcr iVii 
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IJciceiuaye ol' their income, rather than set, 
luoiilhly sums. Tying 'febt rqwymenl lo income 
wa.s C.'liiuon's onginal goal in reforming lhe .siu-
dciii kmii [.iiu îaiii. Me w:iiitci.l 10 encourage col­
lege gradtiaics lo take low-paying jobs in public 
sci-vicc, 

'I1»e bcncfiis of direct lending, iJicii, ;irc con-
nccied both LO govermnent reform and to the 
broad sociul good. A,s a reform, il has injected 
coiiitjeiiiioii inu> a student loan system once mo-
iRipoli/^d by lethargic private IcndCTJ. The social 
good i» ihiii by allowing ticxibility for students 
leirayiiig dicii ilebi something lhat bank.s were 
unwilling to do—the govemmem encourages 
posi-graduaie jobs in Teach for America and the 
Peace Corps, as opposed lo just Wail Street and 
Madison Avenue. For these reasons, Sludciii loan 
reform is an all too rare success story in the fed-
eriil government's recent history. "Ii's the best 
thing since micmwavcabic brownies," Colorado 
State Uiiiversiiy student Anthony Gallegos raved 
in U.H. Ne^vs & World Report. 

Sound like u good candidate for a round of bi­
partisan back-slapping? It would .seem so. biii de­
spite direct lending's clear successes, Kcpubll-
wins in C'ongrcss arc moving to limii sharply—or 
climinaic entirely- the program, which would 
also spell the end of pay-as-you-can loans. Ibe 
rin.mciiil {n.siiiiiiioii.s who were once making oul 
like bandits iiavc been lobbying liard to get back 
the business they've lo.st. And the GOP is in­
clined to give it to them, even though it's a bad 
dciil lor everyone else. lastcad ol' doing more lo 
llx lhe siudciu loan program, Kcpuhlicans .seem 
intent nn bi-caking it again. 

Federal Loan Follies 
Since 1966, llic Federal l-amily Education 

I .D.m Pmgmm (l't'l-;i.P) has helped more than 40 
million Aniericaiw tiirough college. Bui the pro­
gram cairyiiig oul ibis aJmiruble mission nfso 
(ieveloiwd a re|)ulalion as one of the fcdend gov­
ernment's most inciricicni. Tlic program cost bil­
lions to niii- iiinsi of which wî ni noi ro siiulcnw 
bui to qimsi-govemmcnuil coqx)niii()ns dial Itad 
learned to scam the system. Por years, the loan 

progmn was denounced from both siilcx ol the 
aisle as wasiclul; il prompted a constant stream 
of invcsUgflrion.s and wamings Irorn ihc Cicncrul 
Accounting Office. In 1991, lor example, loans 
lo.st to detault eo.st the tcdcral <;ovcniiiicni iiJ.6 
billion. 

1 he trouble was inherent in I'Tl.LP's busii' de­
sign. Uoiil Clinton s refonns, Uie govemment did 
not aaually lend money to students, but rather 
coaxed banks to du so—by both guaraatccinf̂  
loans and offering subsidies. Mecause the banics 
liad very little incentive to get the money back 
once ilicy'd loaned it -thcy'd get their money 
regardless, whether from the smdent or the gov­
ernment—"guaranty agencies" were crcaied to 
police Che banks. These guaranty agencies, suite-
cbariered but privately owned, had three jobs. 
When a bank asked the governiueni for reim­
bursement, claiming that a saidcnt had defaulted 
on the loan, the guaranty agency would: (I) find 
out if ibc biuik had mode a "good-faitli" dlun tu 
eollecr. (2) If it had. pay the bank with money it 
was holding on behalf of the federal treasury; 
and (3) finally, pursue the loan itself, in a last 
ditch effort to save the federal government from 
swallowing the cost of the loan. 

Bui there were serious problems with this 
plan. 1-or one. î uaranty agencies were literally 
guaninteed the contract by law, so iht*,y never had 
to bid lor the work or worry that they'd get »xcd 
for poor [Kifonnance. Worse .still, the guaranty 
agencies actually had an inccniivc to do lheir Job 
poorty. ii' they reported a lazy bank for failing lo 
try rn collcci a loan, they got no niWiird. Bui if 
they ignored the hanks, and went allcr ail the 
loans them.selve.s, they got lo keep 27 percent of 
the moiKy tiKy recovered. 

Nol ill! gijuruiily agencies wuie coiiupl, iiuuiy 
did their jobs hone.stly and well. But there were 
enough bad apples—and enough oilier looplKiles 
that .nllowcd private companies to make a killing 
otT the student loan program—thai the fcxicrai 
government found itself wasting tiupaycr dollars 
lhat were .suppo.scd to be helping young people 
gu lu et>IIege. 

When he assumed oflice, Clinton pu.shed to 
reform this system, both to improve Ihe pro-

(KiiilKi' I / ini. Wasliiiî uiii Miiiidily 4.1 
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fijiim'K cfriLicncy and to give .smdcnis the option 
of paying their loanvhack as a percentage of 
ilicir income. Since IIK: govcnuuem was assum-
ing the risk anyway—and since the maze of 
banks und guauuiiy agencies had proven lo be a 
nightmare of waste and abuse—why not lend 
money directly from the federal ll-casury? ilii.s 
would require the govermnent to come up with 
the cash for loans. But there was potential for 
lonp-icrm savings, since taxpayers wouldn't have 
lo pay interest subsidies lo the banks or fork over 
a 7.7 pcnxni cut to guaranty agencies. Qimon's 
Idea was lo have the IRS—which would have the 
necessary dais on income—handle loan collec-
lioas. 

In a compmmjse with Congress, lhe bil] the 
President signed implemented direct lending 
only panially. The Department of EducaUon 
would have to compete wiih Lhe private Joan 
providers—banks and govcmment>ehartercd 
groups like the Student Loan Marketing As.soci-
ation (Sallic Mae)—for much of the business. 
Direct lending would he capped ai ^ percent of 
the lotal loans in the first year, but eventually 
anyone who wanted to could participalc. 

Blinded by the Right 
Actually, the final bill was in many ways an 

improvement over what Clinton originally want-
ed. Setting up dual program.s—both the Pduea-
tion Depaiunuiii (ihrough ilirecT lending) and 
private lenders (Ihrough the old system) would 
make loans to siudents—is a tried and true 
method of maintaining efficiency. Sure enough, 
when the govemment imploivjiied a simplified 
application process and a speedier lran.sfcf of 
funds, private Icjiders followed suit. Forced to 
compete with direct lenders, Sallie Mac, which 
holds more student loans than any other lending 
agency, now offers all kinds of new nTiiymeni 
options for students. The same baiefit was evi-
dcjii in the early years of tlie Tennessee Valley 
Authority, which acted as a yard.stick to keep 
private utilities from gouging their customers. 

"i'he giuai disappoinimcnl of the battle ovci 
sludt-.nt iojin refonn was the loss of the iK.S eol-
leciion phin. A.s Steven Waldman recounts in The 
Hill, this idea dieii not due lo corporate lobby­
ing- which was fierce—biit because of congres­
sional mrf battles. In the current political clinuite, 

•4-1 71K' Wiuliinfiion Munihly / Octnbcr I W } 

iherc'ii little chance of reviving this idea, Hut it is 
a refoiw 10 keep pushing, .since i( would vastly 
simplify the process of lyinp loan paymcnis to 
income. 

So if the.se reforms were so .•^man, why do lie-
publicans insist on rolling tlicm back? ],s ii thai 
Ihey can't .stand the idea of President 
Clinton—or activi.si govermnent—doing .some-
thing right? Or an; they caving lo private iwidcrs. 
who prefer tho old .system of inefficient moiiojio-' 
bes hccau.se tiiey made morc money ilmt w\y > 

The answer is "hoih." "Ii's preiiy ridicnloufi to 
turn the Department of Rducation into some big 
lending institution, and lhe govemmem has noi 
exactly proved itself adept ni this," says .in aide 
tn Hoase. Education and Opporiuniticf Commit­
tee Gjaii William Goodling, clearly jiiaying the 
anti-govcmmcnt card. "'ITiis is noi something 
most Atnericans are comfortable with." 

lb make their point. Republicans cite figures 
that depict direa lending as vastly more expen­
sive than the old system of banks toid guaranty 
agencies. But tlicir calculations are screwy The 
Republicans changed the scoring rules for stii-
dcm loans, instructing the Congressional Budget 
Oflice (CBO) to count the admini.straiivc costs of 
die direct lending program—bui not the fiii.iraii-
iccd loan program. In uher words, the CHO had 
to take into account all the cosis aiwociatĉ l mih 
overseeing direct lending, while excliiding, foi 
e-xamplc, $160 million in annual .subsidies to 
guaranty agencies ihat existed in the old pro­
gram. 

The Republicans' new accounting method by 
itself wouldn't be objectionable if ihc CBO ap­
plied il equally to both programs. Hut this way. 
the direct lending jirogrHm is portrayed a.s much 
more expcn.sive than the old guaranteed Itian pro­
gram. In fact, (he original (̂ fjOcRiimaio showed 
direct lending could save $12 billion over five 
yvtiK. That cxlimaic may have liecji infiHial be­
cause CBO didn't account for adminisiraiivc 
ixjsls (the Rcpublieiuis did have a point on thai), 
hut the existence of at least some savings is un­
deniable. .Since direct lending cliiiiinales all ihc 
subsidies to hanks, guaranty agencies., and oilier 
intermediaries, it is bound lo bring significant 
savings. "As long as il is necessary to provide a 
profit 10 induce lenders to guarantee student 
loans," Federal Reserve Board member 
l.awreDee Lindsey WTOIC reccnily in a letter lo 
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f.iOP Senator Spencer Ahfaliam, "direcl Icndiii}; 
will lie cbcHpcr.'" 

The best system would have direct lending 
HHcl priviiic banks i-ompetc, so lhat each could 
keep Die other in line. I hc Republican solution, 
on llic: other liand. is lo give the privaic-lcndinu 
iiidusiiy hack its monopoly and then make il 
very difficult lor the government to prevent 
abuse. Ciiiodlin '̂.'s piopn.sal would cui adminis-
liaiivc fundinfi for loan programs by two-ihirds. 
Some of these cuis account for 
staff reduction in the direct 
lending program. Hut they 
would also force scalcbacks in 
till'; Administration's ability' to 
0VC1.SCC tlic banks and guaniniy 

The best astern would 
have direct lending 
and private banks 

compete, so that each 

If Gooding's bill i)asses, who will |);iy foi 
these ant)-reforms/ Students, most likely. Al­
though the giivcnimcnt requires income-contin­
gent payback options for all student loans, pri 
vaic lenders have shown great resistance (ii the 
nbNCntx o i j;nvcnirm:rn u>Mi)x:lili(>n. and i;cil'i)n.--
iiig lhe rule is difficiili. 'Ilu'; hoiiom lint- is ih:ii 
pay-as-you-ciin loans simply arcn t leasihlc with­
out direct lending. Private lenders don't want lo 
do anything that might lose them money, and 

with the government removed 
as a w)iii))cliloi, they'll liiivi; 
no incentive to offer compli­
cated payback plans. That 
means fewer graduates rtoii^g 
noble or necessary -but low-
paying—-work. 

i'he other polenlial loss for agencies, Over seven years, 
those cuts eoiilil prccipilale | j ^ ^ ^ j „ coll^e's'tud'ems is the cui 
anywhcic fiom $1.5 billion lo u v w u n ^ f ^ f ^ t ^ ^ i ^ ^^^^ _̂  subsidies tliat llicy 
$4 billion in new WHSIC and UnO. H i e U U P now receive lo ease lhe loan 
fraud, accordinr, tn reports by « m n n n n n l v biirxlen. Republicans have put 
the GAO and the hdueaiitm PreTBre 9 monopoiya in-school interest suh-
Dcparuncnt. jjjy—^hieh pays interest on loans while stu-

Thc conspicuous beneficiaries of these jp^ ŝ a„ ]„ school, so they can complete their 
changes would be lhe guaranty agencies and nujjcj before having to worry about loans—on 
banks, both cif Vkjiicl) showed lheir strength in the 
1993 siudcm loan debate and came buck with a 
venpcanar this year. Republican pro)X)sals ex­
plicitly forbid the r.ducnlion Departmenl from 
(.'lilting sub.sidies to ihc guaranty agencies. Re­
publicans have also thwarted the Administra' 
lion s effort to lake back a $1.K billion fund that 
the guaianty agencies are silling un--taxpayer 
iiKKicy originiilly clcsignuied lo repay banks for 
SIIKICIII kmn defaults that the agencies now use to 
invest and make profit 

Less Competition, Mora Waste 

kepubllcaas claim to be seeking free market 
cfl'iciency. Î ut witli student loaas, they are inov-

uiward a .system with less competition and 
imiri- waste. A provision in Goodling's bill 
would foitiiri tlic bducation Department from ad-
'̂citisiiig to siudents the option to transfcj a pri-

vuic kuin to the jovcmmcm. and thus gei ihc 
biMieJiis of paying l̂ ack as a percentage of in­
come. l.cnricrs had complained they were losing 
business ?..*i.000 loiULs have been switched over 
aimx 199.̂ , bui they were only lo.sing business 
beaiuse studcnis saw a \)C.[\cr deal clscwhea". 

the blocks. Under Republican plan.s, the average 
.siudent debt under the Stafford 1 .onn program 
could increa.se by more than S],400 for a four-
year undergraduate, and more than .$10,000 for :i 
four-year graduate siiidoit, aa*ording lo lhe Hdu-
calion Department. Again, it's nol just that stu­
dents will be left with big bills. Many will be 
.scared ofl" from college in the first plau'. 

The Kepublkan propo.sals on ctudaii loans urc 
indlcaiive of their ideological woild view and Uic 
inie nature of tlicir polilical loyalties. GOP fond­
ness for the "private sector" is defended on the 
grounds of efficiency and faimciSK: Cili/cns 
should receive the best services possible and 
bloated govemment bureaucracies ollen cjn'l dc 
liver lim, in this case, reducing government 
presence means worse scmce, and a worse deal 
for tixpayers as wdl. 

With the student loan program, Kcpiihlic.ms 
have lui opponunity ui prove that ihcy arc truly 
inicrcsial in fighting governmem waste and pio 
tccting tiic working clas.s—just as ihey have al­
ways claimed. ln.<iiead, they are chotvsinp, t(» acl 
as pairons fnr rich finaneicrs, assuming no one 
will call Ihcm on it. 

It's noi lOO laic to prove ihcm wrong. 

(jciohcr iW.^/'lw Wi.̂ lilofionMoiimh' 4.*' 
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THE REPUBLICAN EDUCATION AGENDA: 
Putting the Special Interests Over The Students' Interests 

October 5, 1995 

It's The Students' vs. Special Interests. 

• The majority in Congress is so busy looking out for the middlemen ~ with their guaranteed profits 
from student loans— that they have lost sight of the middle class. 

• Killing or gutting direct lending means giving in to powerful special interests and punishing 
students who are trying to realize the dream of a college education. 

That kind of partisan, political move is the last thing if we are to help more American students go 
to college. 

The assault on direct lending is a prime example of how Congress is out of touch. 

Republicans are taking away choice and will not let the market decide. 

Even as they profess devotion to competition, Republicans are abandoning competition with their 
attack on direct lending 

• They are taking away from the schools the choice e to decide what works best for the school and 
students. 

• The Republicans would actually kick out of program students and schools that are enthusiastic 
about direct lending. 

Colleges and students like it. 

Direct lending is highly popular with students, families and colleges. Surveys have shown 
overwhelming support for direct lending among those participating in it. 

• Borrowing is easier and faster for students. For schools, processing is easier and service to 
students is improved. 

Direct Lending Saves iMoney for Taxpayers 

Contrary to the special interest arithmetic applied by the Congressional majority, direct lending 
saves taxpayer money. As Lawrence Lindsey, a member of the Federal Reserve Board who was 
appointed by President Bush has written, "As long as it is necessary to provide a profit to induce 
lenders to guarantee student loans, direct lending will be cheaper." 
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UNITED STATES IV 1 \ / \ /^—\ 
DEPARTMENT OF EDUCATION I N l I V V I — J 

FOR RELEASE Contact: Kathryn Kahler 
September 21, 1995 (202) 401-3026 

STATEMENT BY U.S. SECRETARY OF EDUCATION RICHARD W. RILEY 

regarding Senate budget recoQciliatioD 

No matter how you slice it, $10 billion is a huge cost to impose on students, families, 

and colleges - and there's no need to impose this burden. As the President has shown, we 

can balance the budget and increase our investment in education. 

Now, the Senate Labor and Human Resources Committee - trying to make their $10 

billion target and unwilling to deprive banks of guaranteed profits or cut excessive fees to 

middlemen -- has hit on a new idea: create a 2 percent tax on student loans, call it a fee, 

and hope no one nodces. 

They could look to the obvious savings associated with direct lending, but instead 

remain captives of the special interests that profit from the status quo. It's a sad day for 

education. 

It's an even sadder day for traditional American values. This country is rooted in the 

principles of opportunity and responsibility. We as Americans have always shared a 

common ground belief that educating our people is an investment in our nadon's future. 

Education should never be about politics -- it should be about doing right by our people. 

This tax on students and colleges is the absolute wrong way to balance the budget. 

Instead of dreaming up new taxes - that would ultimately be paid by working Americans and 

their children the Senate should go back to the drawing board. 

m 

Ouf mission is to etiaun access to education ind to pfomete educational enelJencg throughout tfrnNaSon. 
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DEPARTMENT OF EDUCATION 

FOR RELEASE Contact: Kathryn Kahler 
Friday, September 15, 1995 (202) 401-3026 

STATEMENT BY U.S. SECRETARY OF EDUCATION RICHARD W. RILEY 
regardirig Senate Appropriations Committee markup 

The education funding approved by the Senate Appropriations 

Committee i s somewhat of an improvement from the b i l l passed by 

the House, but s t i l l f a l l s considerably short of the l e v e l of 

investment needed to prepare students for the future. 

The Congressional majority says the sky i s not f a l l i n g , but f o r 

m i l l i o n s of children i n public schools, m i l l i o n s of students who 

depend on federal loans and grants for college, and f o r m i l l i o n s 

of working Americans who know they w i l l need more t r a i n i n g t o 

keep up with changing times, there i s a severe storm warning. 

We must balance the federal budget and we must invest i n the 

future. We can do both — but as a nation, we cannot a f f o r d to 

cut education t o pay for a tax cut for those who need i t least. 

### 

Ourmlssion Is to ensure eeeess to education andio promote educaSonalexcellence throughout the Nation. 



UNITED STATES DEPARTMENT OF EDUCATION 

THE SECRETARY 

September 28, 1935 

The Honorable Edward M. Kennedy 
United States Senate 
Washington, D.C. 20510 

Dear Senator Kennedy: 

I am writhing to express my serious concern about a p a r t i c u l a r 
provision of the Student Loan a:ncnclments recently passed by the 
Senate Committee on Labor and Human Resources as part of i t s 
budget r e c o n c i l i a t i o n package. In p a r t i c u l a r , under the guise of 
strengthening guaranty agency reserves. Section 1004(e)(2) of the 
b i l l would have the e f f e c t of giving away approximately $1.8 
b i l l i o n i n Federal assets to non-profit and State guaranty 
agencies. 

An analysis of the ef f e c t of the proposed change on the Federal 
i n t e r e s t i n the guaranty agency reserve funds by the Department's 
General Counsel i s attached f o r your consideration. In my view, 
enactment of t h i s change would be an alarming development that 
would f u r t h e r exacerbate the current problems i n the student loan 
program. I urge the Committee to reconsider t h i s decision. 

I am sending an i d e n t i c a l l e t t e r to Senator Kassebaum. 

Yours sincerely. 

Richard W. Riley^^^^C^ 

Attachment 

CC: The Honorable James Jeffords 
The Honorable Claiborne Pell 

«00 MARYLAND AVE.. S.W. WASHINGTON. D.C. 20202-0100 

Our mission ts lo cruure cquai access to ctlucalion ana lo promole eeiicaiional excellence throupfto,,* tne Saiion. 

S0-d a20A9Sf6 Ql WOyj TS:iT S66T-6S-d3S 



UNITED STATES DEPARTMENT OF EDUCATION 

OFFICE OF THE GENERAL COUNSEL 

TME GENERAL CDUNSEL 

September 28, 1995 

]ifFMORAKDUM 

TO : The Secretary 

FROM : Judith A. Kinsto: 
General Counsel 

SUBJECT : Guaranty Agency Reserves 

E a r l i e r t h i s week, the Senate Coattittee on Labor and Human 
Resources approved c e r t a i n changes t o the statutory provisions 
r e l a t i n g t o the Federal Family Education Loan (FFEL) Program i n 
connection w i t h the budget r e c o n c i l i a t i o n b i l l . One ^ I J ^ ^ ^ 
approved provisions would make s i g n i f i c a n t changes i n the status 
and ownership of guaranty agency reserve funds. I f enacted 
these changes would cede Federal ownership of more than 
b i l l i o n i n funds and assets to state or private non p r o f i t 
agencies. 

In p a r t i c u l a r , the b i l l passed by the committee would make 
s i g n i f i c a n t changes t o §422(g) of the Higher Education Act of 
1965, as amended (HEA). Currently S422(g) r e f l e c t s numerous 
Federal court decisions t h a t the reserve funds of the guaranty 
agencies are Federal property which i s held by the guaranty 
agency as a trustee of the funds f o r the general public. S|e 
Pui^rto Rico Higher Education Assistance CorP- v. Riley> ^° ^ - f . " * . , 
847, 851 (D.C. Cir. 1993); gtate_of Colorado v.__Cavaz^, 962 F.2d 
968, 971 (10th Cir. 1992); phode Island Higher Education 
A.^Unance An̂ >.. v. Secre^^^- H.s. Den^t of Education, 929 F.2d 
g^^ n r ^ n<y Great Lakes Higher Education CorP- Vr 
cayazos, 911 F.2d 10 (7th Cir. 1990); Education As<;istance Corp. 
V. cavazos, 902 F.2d 617, 627 (Bth Cir. 1990), c e r t ^ denied 
U~s r 111 S.Ct. 246 (1990); Ohio Student Loan Com n. v. 
Cavazor~902 F.2d 894 (6th Cir. 1990), S S I ^ denie| U.S. 

^ 1 1 1 S Ct 246 (1990); South Carolina Sta<--A Education 
J ^ L ^ l l l J k ^ l ; . r'^n^ V. C^vLos? 897? F.2d 1272 (4th Cir 1990) , 
c e r t . denieS U.S. , ^ 1 1 S.Ct 243; pplaw.rP v. Cavazos, 
T^sT.Supp. 234~(D.Del. 1989), a f f ^ d without opinion, 919 F.2d 
137 (3d C i r . 1990). E a r l i e r t h i s month, the United States 
D i s t r i c t court f o r the D i s t r i c t of Idaho reaffirmed the holding 
of these e a r l i e r decisions t h a t guaranty agencies do not have 
(and have never had) a property r i g h t i n t h e i r reserve funds. 
Instead, t h a t court held t h a t the guaranty agencies' reserve 
funds are Federal property and are subject t o the control of the 
Secretary of Education, student Loan Fund of Idaho v. R i l e ^ , 
Case No. CV 94-0413-S-LHB (D.Ida., Sept. 14, 1995). 

The b i l l would e s s e n t i a l l y give away the overwhelming amount 

<00 MARYLAND AVE. S.W, WASHINGTON. DC. 20202-2100 
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of Federal property included in the guaranty agency reserve 
funds. Most importantly, rhe b i l l would redefine the term 
"reserve fund" t:o mean "the Federal portion of a reserve fund", 
see Sl004(e)(2) of the committee b i l l , p. 38, lines 14-16. The 
b i l l would then limit the Federal property to an amount 
calculated under the formula in §422 (a) (2) of the HEA. 'The 
formula in S422(a) (2) of the HEA would, in most cases, limit the 
"Federal portion" of the reserve fund to the amount of Federal 
advances maintained by the guaranty agency plus interest. As of 
September 30, 1994, the amount of outstanding Federal advances 
was §40 million out of total guaranty agency reserves (all of 
which came from federal sources or under Federal authority) of 
more than §1.8 billion. See FY 1993 Loan Programs Data Book, at 
65, 67. Thus, the Federal govemment would be relinquishing 
ownership and control of more than §1.7 billion in Federal funds 
and property. 

Enactment of these proposed changes to the definition of 
"reserve fund" would also effectively end Federal control over 
the uses of the reserve funds by the agencies. If the reserve 
funds are the property of the guaranty agency and the agency uses 
those funds for purposes unrelated to the FFZL program, the 
Department would have no authority to take action against the 
agency- Thus, the Department would be unable to take action 
against an agency that used funds intended to be used to pay 
lender claims on elaborate offices or high executive salaries. 
I f this provision were enacted, the strong possibility exists 
that an agency could choose to use reserve funds for non-program 
purposes and be unable to pay lenders' claims. At that point, 
the lender would then be able to demand payment fron the 
DepartsDent under §432(0) of the HEA. The Department would have 
to use taxpayer funds to pay the lenders. 

This proposal would also provide an incentive for some 
guaranty agencies to leave the program. An agency which left the 
program vould be able to take i t s reserve fund (minus Federal 
advances and interest) with i t and use i t for purposes unrelated 
to higher education or student loans,!./ Moreover, those 

i/Those agencies which are tax exempt non profits under 
S501(C) (3) of the Internal Revenue Code would have to use the 
funds in accordance with the requirements of that section. 
However, some agencies have already transferred significant 
portions of reserve funds to associated non-profit companies 
vrtiich may not be tax exempt and thus not boxmd by those 
restrictions. Moreover/ some state laws appear to allov non­
profit corporations which dissolve to distribute remaining assets 
to members (generally the company's directors) in certain 
circumstances. See 805 ILCS 105/112.16 (Ill i n o i s ) ; A.R.S. §10-
2422 (Arizona). Tn regard to state agencies, i t appears that a 

(continued...) 
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agencies which have already established loan servicing and 
secondary market operations could use the reserve funds to 
compete with private parties which provide services in this area, 

i/(...continued) 
State could close the guaranty agency, put the reserve funds into 
i t s general fund for use for other purposes and leave the 
Department with the responsibility for paying lenders. 

30 "d B20i9St76 01 WOdd ZS: iT S66T-62-d3S 



U.S. Department of Education 

Before the uJtimate liability of the Department of Education for FTELP guarantefis waa clarified in 
1993, the guarantea agencies were financially stnictured like insurance corapanies: their revenues 
designed to exceed operating expenses in order to create a reserve to satisfy future default claims and 
operating expenses of their guarantees. The guarantee agencies have been required to deposit all revenues 
into their nsserve fbnds. The revenue of a typical guarantee agency indudej: 

1. all insurance premiums coUected from FFEL borrowers, 
2. any state fiinds allocated for the GA's activities, 
3. any federal advances (seed money for claims payments), 
A. all federal claims payments for reinsurance on defaulted loans, bankniptcies, death, disability, 

etc., 
5. Supplemental pre-claims assistance payments (federal), 
6. Adrninistrative cost allowance payments (federal), 
7. collections received by the GA from defaulted borrowers, 
8. investment eamings of the reserve, 
9. and any other funds received by the GA for guarantee agency activities 

The use of the guarantee agency reserve fund was restricted to solely for the Eciivities as £ guarantee 
agency. The reserve balance generated by this process over the !»sc thirty years is approximately SI.80 
billion dollars. 

In the late 1980s, Congress recovered a small portion of the OA reserves in the 1989 sper.d-dov,7; 
of reserves to apply to deficit reductioa GA met this requirement by reiumir.g federal td'jss.ces rr.ade 
available to the GA when it began as a guarantee agency. As a result, today there is only about S40.0 
million in federal reserves on deposit at GA. Although the GA challenged Congress's authority lo 
recapture the reserves in the courts, the courts upheld Congress and clarif.ed that the entire GA reserve 
was in fact federal property. 

Also in the late 19808, the largest GA, HEAP, went bankrupt due to high defaults and the repid 
depletion of their reserves. As a result. Congress in 1993 required ED to stand behhd the guarantee of 
any GA that failed in the future. This new requirement virtually eliminated the necessity for a guarantee 
agency to accumulate reserves for fiiture claims payments since ED was now required by law to assume 
100*/« of the ultimate guarantee on FFELP loans. 

Cun t̂ly, the total reserves of ail GA in the FFELP amounts to approximately SI.80 billion in 
liquid assets as of September 30, 1995. As mentioned earlier, approximately S40.0 million of the total 
$ 1.80 billion in GA reserves is in the form of federal advances. 

The currcnt Senate Markup of the 1996 Budget Reconcilialion re-defines the FFELP reserve fund 
to include a federal and nonfederal portion, lhe federal portion being restricted to federal advances 
contained in the reserve fund (the $40.0 million mentioned above). Given the court rulings on the 
reserves actually being the property of the federal government and the congressional requirement that ED 
stand behind all FFELP loan guarantees lOCfi/o, the Senate marbip language has virtually v̂en up almost 
all the SI.80 billion dollars in federal assets to the GA. 
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U.S. Department of Education 
-V 

ESTI.fvlATED^ 

(S IN THOUSANDS) CASH CASH 
RESERVES RESERVES 

AGENCY AT 9/94 AT 9/95 
ALABAMA 12.469 13.903 
ARKANSAS 7.660 9,641 
CALIFORNIA 291^984 212.302 
COLORADO 34.831 36,630 
CONNECTICUT 7,005 10.114 
DELAWARE 4,086 3,933 
FLORIDA 52.694 99,723 
GEORGIA 17.506 9.491 
IDAHO 4,916 5,481 
ILLINOIS 47,715 49,280! 

INDIANA 18,909 21.083 
IOWA 42,479 44,562 
KENTUCKY 23,216 27,806 

LOUISIANA 8.2851 12.630 
MAINE 11,801 10.063 
MARYLAND 25,689 28,6441 
MASSACHUSETTS 38.160 33.2661 
MICHIGAN 51.781 55,4421 
MINNESOTA II 24,622 32.537 
MISSOURI 35.977 45.509 
MONTANA 8.509 11.672 
NEBRASKA II 9,958 24.607 
NEW HAMPSHIRE 6.993 6.130 
NEW JERSEY 25,565 25,260 
NEW MEXICO 4.266 6.296 
NEW YORK 77,848 121.495 
NORTH CAROLINA 22.814 30.790 
NORTH DAKOTA 8,720 11,680 
OHIO 41,210 45,071 
OKLAHOMA 11.223 12.157 
OREGON 14.604 16,346 
PENNSYLVANIA 133,634 199,231 
RHODE ISLAND 5.461 8,413 
SOUTH CAROLINA 6,661 9,580 
SOUTH DAKOTA 14,176 13.513 
TENNESSEE 34,614 49.572 
TEXAS 68,910 51,255 
USAF 212,151 281.618 
UTAH 17.030 19,644 
VERMONT 0 5.325 
VIRGIN ISLANDS 298 332 
VIRGINIA 20,832 19,019 
WASHINGTON 24,856 36,372 
WISCONSIN 

T r \ r t , \ c 
50,938 56,593 

#-3 
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Republican Scoring Rules 
Understate Direct Student Loan Savings 

Republicans have created a special congressional budget sconng mle for Direct Student 

Loans. 

- At present the law requires each year's budget for all Federal credit programs to 
include'l year's worth of Federal administrative costs. The Republican rule requires 
Congress to count 30 years of Federal administrative-costs in each year s budget tor 
Direct Student Loans. 

... This mle is unfairly limited to Direct Student Loans. None of the more than 60 other 
Federal credit programs, including guaranteed student loans, are affected. 

This arbitrary scoring change also increased the Federal deficit by adding $6 billion 
in Direct Smdem Loan administrative costs into the 7-year budget sconng window 
without a conesponding deciease in other spending. 

Savings estimates for Direct Student Loans vary depending on assumptions about future 

interest rates and loan volume. 

Although the Department and Lhe Congressional Budget Office (CBO^ 
Lmptions for Lse factors, both agree that-even using the Republican sconn 
rules-Direct Student Loans still save money when compared to guaranteed student 
loans. 

Department estimates using current scoring rules show that Direct Student Loans 
have roughly an 8 percent advantage over guaranteed smdent loans on every $100 
loaned (CBO projects a 6 percent advantage). The Republican scomig change 
eLes tMs advantage to 1 percem (CBO = -1 percent)-if the change were applied 

[o guaranteed as well as Direct Smdem Loans, the advantage would move back up to 
3 percent (CBO = 1 percent). 

When multiplied by more than $200 billion in smdent loans over the next 7 years, 
" ^ a T petSnt advantage for Direct Loans would produce $2 billion m savmgs 

over guaianteed student loans. 

. In Edition to these savmgs, the Diiect Student Loan program has cleai advantages ovei 
iu^^drni^Uoans-bet te i seivice and moie nexible lepayment t«ins foi student. 
v ^ S t p Sed lunistiation foi schools and the Depaitment, and gieatei accountab.hty 
fof ^ W e r E v e n with minimal savings, these advantages would be mote than enough .0 
justify moving to Direct Loans. 

CLINTON LIBRARY PHOTOCOPY 
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APT 
Why Direct Student Loans Save Money 

• Rnrrnwers repay the Department, ryithf r ĥ̂ " lenders 

- As a result, interest payments on Direct Student Loans-totalling $38 billion over 7 
years-can be used to offset all Federal borrowing and administrative costs, and 
partially cover subsidy costs associated with in-school interest payments and defaults. 

- In the FFEL program, loan repayments are not available to offset Federal costs: these 
smdent payments-along with substantial Federal payments-are instead used by lenders 
to cover their borrowing and administrative costs and generate profits. 

• Middlemen are eliminated Moving to Direct Smdent Loans eliminates the need for: 

- Over 7,000 lenders (which received over $600 million in Federal subsidies in 1995) 

- 41 guaranty agencies (which received over $200 million in Federal subsidies in 1995) 

- the guaranteed loan secondary market (which accounts for $2.5 billion in lost Federal 
tax revenue over 10 years through the use of tax-exempt bonds.) 

• Increased competition and improverf management. Direct Smdent Loans will be run 
though competitively awarded contracts for originating, servicing, and collecting loans. 
Many of these same contractors also work in the guaranteed loan program. 



Clinton offidai hits proposals 
to cut student loan pn̂ rams 

- /X^oA iHMngm Bureau 

-WiSfilNCTON — SepubJians in Congira* want 
to r^ice t̂ tixknt loan programs to pay for :ax cii» for 

: thp 'iVcaitJiy, a ̂ lute House oiSda. sairl yBst«niay. 
Houfie and Senate RtfuUicaiiB say their amilar 

G'oi:QEals, both of which wuild «qiiecze morp than |10 
ilk-n In saving) from the bother education finartdal aid 

ê Tifm ovtr .sevHi y^^n, are oeeded. lo leissoat the-
budpA by 2(X)e. 

They maintBin skurlentE wreuld benefit 
baisBtfd loAgA tban.diew vmuld be sflieetetj "nvri-
rcT costs aitac?«fl to the {Undent mn {avfiGSids. 

"In the coBtext cf a baisnoni bit4(E<« iiw is fltime-
thing Uiat needed to be done," aid Chen Jaoobus, 
Bpokessnman Ibr tfae Hcuae Econoncc and Sducatinnd 
OpprtunNeB ConmBttê  vtoch btst ncek a(.pn)ved the 
HOOKIHIL 

However, Pk-eaklent Clinton Â ys Uic Kuuae plan 
wAild elinniwte direct kian pn̂ wn and the Senate 

WHikl scale it back, said Joecny . Ben-Ami, deputy 
aesisiatft to the presidait fat domectie affidr& 

rhe iitudenl kar propwals are part a huge 
defidt-reduction and tax pBckatge; which indudes pro-
poeal] to reduoe spendnî  $270 bfiion for Medicaid and 
llSZbiliion for Medicail and grant a |Z4& bCIicn tax cut 

The student hwn cuts "are neoesBar/ only if you are 

trying tc- CUKM up with mcxey fbr a lax cut &r the 
HTpatthy," Ben-Axni s«d. He said the dract l»n program 
is die of •J.-lirton's tof' priprtiesL" 

Under the progTim, the federal ĝ ovemment hands 
nut student IrMiB diF«lly, skrtin^ bants and dher 
lenden̂  The tnideai afcv bypaaaea ttie state and jirirate 
guarantee a^cies, incluiirtg Ihe Ofaip Studczt Aid 
CommiBHion, that secure banki t̂ cnat liiptoil ioHi 
defiults and Inena. . ~ , 

Ohto State. Uiiiv<!irsity has awitcbed k> the direct 
laaii pngram -md finds it Tacn. dEdent, aid Breoda 
Stearo, oaU aaBodate dffecicr oT ûdiix 

Heiae GOP fpi/esnixom Jaqpfaua aaid tfae HOUK 
m xBtka banks aid guunitBe igeiMW oone 19 wUi 
$5 biOigo in aonqgv md openle moR dOaBirt̂  She 
said the dtreet loan Ingram ovta iBXimPna %\J& sflion 
ajwt inathrinirtnthecDrtaL 

Another flie House and Soate fafSs mudd 
squeeae oniqgs fhxs the atndest loan jevgram Is Iqr 
eUniinating the ax-mooth inteieft-fne giacs period 
jranted to aew gredoaiai. The Kouae Ul meld applj to 
current and Mxan bonwere, wide the Seoiic biil 
would aflixt only ftiture bnrranBCix 

The House UD, fbr instance, woutd eost the a v a ^ 
Bhxknt about $4 a moiA in inoresBed titetts: ooaba But 
stndeniB would pay IOMH- iotcnst ivtes 00 car and hcuae 
loans under a balnoed budget, Jaoofaui <aid 


