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MEMORANDUM FOR THE DIRECTOR
DEPUTY DIRECTOR

FROM: Charles Kleffer

SUBJECT: FY 1997 VA/HUD Appropriations Bill — Update

On September 20th, the Conference Report was filed for the 
FY 1997 VA/HUD bill. House and Senate floor action is expected 
on Tuesday, September 24th and/or Wednesday. Of the thirteen 
appropriations bills, it is expected to be the seventh and 
perhaps final freestanding bill (depending on the outcome of 
Foreign Operations discussions).

The Conference Report includes slightly over half of our 
$200 million of tentative addbacks for this bill. The $200 
million list of addbacks was not sent to the Congress. On 
Monday, we will need to make decisions on which of the addbacks 
not funded (Office of Consumer Affairs, Boston Harbor, etc.) we 
want to pursue as well as perhaps others (Community Development 
Financial Institutions, other EPA, etc.).

The requested $100 million supplemental for VA Compensation 
and Pension is in this bill. VA is pressing for House and Senate 
action no later than mid-day Wednesday so that the October direct 
deposit payments can be made on time.

Highlights of the Conference Report follow (all levels are 
preliminary and based on Committee scoring):

(BA in millions by 0MB scoring)

FY 1996 
$64.0

FY 97 Pres Bud 
$67.3

FY 97 House FY 97 
$63.8 $64.5

Senate Conference 
$64.4

The bill totals $64.4 billion, $2.8 billion below the 
request, $.6 billion above the House and $.4 billion (+1%) 
above FY 1996. Most of the increase above the House is used 
for funding National Service.

The bill includes modified versions of the three health 
provisions added on the Senate floor.

The Senate spina bifida language was approved, but the 
effective date is postponed from January 1997 until 
October 1997, unless Congress authorizes the program in 
the meantime. The spina bifida provision is offset by 
the Gardner case reform. The provision creates a new 
VA mandatory program for providing health care and



vocational training and rehabilitation to children 
conceived by Vietnam veterans after their tour in 
Vietnam began.

The mental health provision requires that health 
insurance providers include increased coverage for the 
cost of mental health services. The provision modifies 
the Senate provision to increase from 26 to 51 the 
number of employees a small business would have to 
employ to be subject to the provision. The effective 
date is January 1998. Based on the 1998 effective 
date, no offset is provided.

There was also agreement on the maternity benefits (48 
hour minimum stay) provision, with a January 1998 
effective date. Based on the 1998 effective date, no 
offset is provided.

National Service is funded at $403 million, $143 million 
below the request, $403 million above the House and the same 
as FY 1996.
CDFI is funded at $45 million, $80 million below the request 
and the same as FY 1996.

EPA is funded at $6.7 billion, $.3 billion below the 
request, higher than either the House or Senate bill and $.2 
billion (+3%) above FY 1996.

The bill is generally free of the environmental riders 
contained in the FY 1996 legislation.

EPA Program and Management is funded at $1.7 billion, 
$.2 billion below the request and roughly a freeze at . 
the FY 1996 level. However, within the total, there is 
a general reduction of $121 million in order to finance 
over forty earmarked projects. Within the total: 
Climate Change receives $84 million, $58 million below 
the request and roughly a freeze at the FY 1996 level; 
the Montreal Protocol receives $12 million, $7 million 
below the request and a freeze at the FY 1996 level; 
the Environmental Technology Initiative receives $10 
million, $62 million below the request and a freeze at 
the FY 1996 level; and, GLOBE is not funded (cut by $1 
million from request).

Superfund is funded at $1.4 billion, the same as the 
request and $83 million (+6%) above FY 1996. The $861 
million House contingency fund is dropped. $100 
million of the total is fenced until September 1, 1997.

The Brownfields program is fully funded at $37 million, 
$25 million above FY 1996.



state and tribal assistance grants (safe and clean 
water) is funded at $2.9 billion, slightly above the 
request and .1 billion (+2%) above FY 1996. Safe 
Drinking Water receives $1,275 billion and Clean Water 
$625 million.

The earmark for Boston Harbor is only $40 million, $60 
million below the request. $50 million is approved for 
water projects along the Texas/Mexico border (the 
colonies). There is also about $140 million for 
earmarked water projects in Boston and Bristol Mass., 
New Orleans, Mojave, Chicago, Oregon, South Carolina, 
New Mexico and many other locations.

$60 million is provided for part of the multi-year 
construction of Research Triangle Park, North Carolina, 
with language allowing for a total multi-year 
construction cost of $232 million.

CEQ is funded at $2.44 million, the same as the request, 
$186,000 above the House and $286,000 above FY 1996 (+13%).

OSTP is funded at $4.9 million, the same as the request, the 
House and $.1 million below FY 1996.

The FEMA Disaster Relief account is funded at the $1.32 
billion, $1 billion above the request and $.2 billion above 
the House. The language that would have delayed the 
availability of the funds until September 30, 1997 was 
dropped. The $1 billion increase restores the funds 
rescinded in the FY 1996 Omnibus bill.

NASA is funded at $13.7 billion, $1.0 billion below the 
request and $.2 billion below FY 1996 (-1%). Space Station 
($2.1 billion) and Space Shuttle are fully funded.
Requested transfer authority, subject to the approval of 
0MB, is provided. The House cut of $220 million from the 
Mission to Planet Earth program was dropped. Our $900 
million fixed assets proposals (TDRS and the New Milleniiun 
program) are not funded. The GLOBE program is terminated. 
NASA is given buyout authority.

HUD is funded at $19.5 billion, $2.2 billion below the 
request and $1.3 billion (-6%) below FY 1996.

- CDBG is funded at $4.6 billion, the same as the request 
and FY 1996. The House language which delayed the 
obligation of $300 million until September 30, 1997 was 
dropped. The Economic Development Initiative is not 
funded. The Youthbuild program is funded at $30 
million, $10 million below the request.



HOPWA is funded at $196 million, the requested level 
and $25 million more than the House or Senate levels. 
The extra $25 million is to be derived from HUD 
recaptures, which should be more than adequate to cover 
this level of fundinq.

Homeless programs are funded at $823 million, $.3 
billion below the request and below resources available 
for FY 1996 (-27%).

Establishes a new $40 million demonstration to test 
ways to restructure FHA's high-cost multifamily 
properties. The demonstration limits the use of 
tenant-based assistance to 10 percent. This is not a 
high enough threshold to permit adequate testing of 
alternatives. Still seeking a fix.

Extends various one-time FY 1996 savings reforms into 
FY 1997. These provisions provide flexibility to 
continue HUD's initiative to demolish old, poorly- 
maintained public housing and replace it with a 
combination of portable vouchers and new low-rise 
housing. The extended savings reforms include limits 
on HUD'S annual rent inflation adjustment for high-cost 
rental units and a three month delay in reissuing 
turnover vouchers ( the latter not favored by the 
Administration).

Establishes a new and more rational account structure 
for HUD. It will separate the $10 billion Annual 
Contribution account into three separate accounts.
This should promote better understanding of the HUD 
budget and improve accountability.

Provides $350 million in incentives to owners to 
preserve low-income properties, even though the 
Administration requested zero for these subsidies, 
preferring other means to protect tenants.

Earmarks $60 million in self-sufficiency grants for 
residents of public housing, including up to $5 million 
for the moving-to-work demonstration created in FY 1996 
appropriations.

Restores HUD's S&E funding to the higher Senate level 
of $977 million, $10 million below the request and $15 
million (+1%) above FY 1996. HUD was not given buyout 
authority.

HOME is funded at $1.4 billion, the same as the request 
and and FY 1996. Neither the House or Senate approved 
the proposed $150 million HOME bonus program.
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Drug elimination grants are funded at $290 million, the 
same as the request and FY 1996.

The bill includes the requested increase to $20 billion in 
FY 1996 GNMA commitments.

VA Medical Care is funded at $17.0 billion, the same as the 
request and $.4 billion (+3%) above FY 1996.

VA Operations are funded at $828 million, $16 million below 
the request and $21 million (-4%) below FY 1996. VA is not 
given buyout authority.

The bill does not fund our request for a new VA Brevard 
County (FL) hospital but like the House, includes funds for 
a clinic. The bill includes $32 million in requested funds 
for the Travis AFB (CA) hospital but delays the release of 
the funds until January 1, 1998, unless otherwise 
authorized. About ten unrequested VA construction projects 
are funded Maryland, Kansas, Tennessee, Oregon, Florida, New 
York and others.

The Office on Consumer Affairs is terminated.

NSF is funded at $3.3 billion, $50 million below the request 
and $55 million (+2%) above FY 1996.

The House (Obey) language concerning Supercomputer 
procurement was dropped.
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PKEaPENT CUNTON‘S CAMPAIQM EPUCATIOM PROMISES:
Mora Programa^ Lower Results, Higher Ceate

Dear Republican CoUbague:

During the past few montha, PreBijdant Clinton has unveiled a flurry gf new education 
proposala. None of thaso proposBla deaffitfith tough queationa in rcdbrnilng aducatbn Ilka; Why 
have reading scores slipped 8lgnificBntty:s1nce Clinton has been in offloo? Why atanl children 

t? ctesareom mo first Uma? And why are eollaga coats continuing to
^ * * II If . •

Pr^AldAnt Clinton tH» AmBrican paoplo ponoerned about thoao fundamontat 
issues. So Instead of working to Improvd education and keep college ooato from increasing so 
quickly, he just proposes new programs, more spending, and a bigger IRS to administer all the 
targeted tairbraaks he wants to create, all at a coatto the Ameriean takpayar cf over $93 billion
over the next aix years,

^ All this from the same man that declared, just last January: "The era of bip epvernment Is

On tho following pages, for your use, are descriptions of the Presidents newest inIBatIvee, 
*nd honost responsss to those initiatives. Should you require anything more, please call Hans 
Meeder or Mart< Eckard of the CommHtae staff at k6<6010.

dlhalrman
DUNG
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Nat^onaj Utflfady Inmatly^: 

la«uB: On Auguat 27. Idas, pmaldant Clinton proposad a ‘^National
Mtdracy Initiative" to reduce Illiteracy, The proposal would provide #1.75 billion 
Ip funding for aflepachool tutora and tor helping non-reading parents to read to
their children, and #1 billion for InorsBeed AmerlCorps programs on literacy.

Raaponee:

■ Duplication: Th|a literacy proposal duplicates existing tiedeial programs, and ■ 
does nothing to address the ireal problem with nilteracy - Irtefiectlve 
approaches to teaching reading.

• Already, the Fetdefal government ounently spends over $7 billion tbr the 
'Tide I program, whicli Is designed to piDvide in-school tutoring aseistance to 
low-income and educetlonally disadvantaged children,

- Tho Premidenfa proposal would also spamJ #300 mtlllon on a program to 
ooSoh parertto wltK low reading skills on How to tssch thoir children to 
read. Yot, in 1906, Cllntoniproposed to da-fund-a very similar family Mteracy 
program, Even Stan, that helps parents and ohlldten aIRte leam to reed 
together and breok the bends of Inter^sneratlonal lllitenicy. . .

• By placing all the emphasis on tutors and pre-school programs, the new 
proposal aeems'to disregard tho ability of teachetii. armed with the right tools 
and a basic academic currioulum, to improve reading achievement.

• Uowerirtg the Bar; T|ie goal or bsing able to read Independentty. by me and . 
of third grade is ah incredibly low standard. With good ourrioulum and 
instruction, children should be able to-read IrHlopondefl'Hy by the end of first 
grade, If not earlter.

• Sleight of Hpnd; Just as with the flse in teen drug use under his watch, the 
President Is using this Initiative to divert attention from the fact that reading 
test scores went down from j|9B2 to 1994.

• By.tryitag-to.bi*cJ0,QQ0 toiBdjjTg3ip0cialiets--lQ-theAArta«iCoips.pppgram, 
F*resident Clinton Is simply tiVing to find a useiui purpose for his pet program 
that so tor, has little to show tor ilo efforts.

Uhimately, the President's proposal does nothing to iddroaa the reel
Challenge, rsformlng eurrioultlim and teaching practices eo that children
loam to read corroctly the nrajt time, iTom thsir teachers.
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Tactinp^qiflV Lltarwcv ChaH&nao Fund:

ISRua; PrsBidem .Cllnlon propoaed a $2 bllllPn technology mitiatlvu m hla 
- 1997 hudgai request. The InlUatlwe would be phased In over a fiva-yanr period, 

whh The tirst "instalimerir'of 925D million requested for Pf 1 Tha purpoBB of 
the fund la “to provide iwouroea for the Implementation of etAtewide atniteglea 
designed to eilable all achoolf to Integrate technology fully Into whool curricula," 
However,"Specific activities that would taK® place as part of this Initiative have 
not been defined by the Administration.

ReBpenee:

• When It comes to school technology, President Cllnlon loves to talk but has 
done very little p nelp schools entering the Infomnatlon age.

. > In fact, ha.aotuaily takes cradlt for doing (hinge In which ha haa had no 
Involvement in Papruary's State oftho Union address, the president 
claimed to be working with Celifomia to help vuira schools to the internet.
In fact; the Deportment of education had done nothing. It was entirely a 
state end private ^orl.

• The U. &■ Dftpattmenl of Education estlmatee that the Title VI (formerly 
Chapter 2) block granlaupports between 960 to 9B0 million annually on . 
education technology. However, i*realcient Clinton propoeed termlnatton 
of thte funolng-program fertaehnelegy In hla 1907 budget ‘

/
" The Presldent'a Technology LHeraoy Challenge Fund is yet another 

expensive, duplicative program whose goals end acUvitieB have not been 
cteady identlflad. When asked in appropriations hearings before the Labor. 
MH8, Education Appropriations ©ubcommittoo how inych the PedemI 
gDvemmvnt currently spends .on educational loohnology. the Seoreiory of- 
Bdueation responded that "the Department doea not have data to 
document tha amount of Ihia ependlng** and could not aifplaln how the. 
proposed new funds would be coordinated with existing programs.

• In addition, it Is not oloar there Is a need for Federal Involvement In this area. 
In meny cases, such as the recent Internet connection of schools across 
CBlifbrniar.thepiiv»le.seataccanprovJdn.tschnolog)UttSOumeBlD schools 
much more efficiently than the Federal government can.
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$42,9 billion oyar th» noxt *1k y*pni- 
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reading the fine print
ON DIRECT CLINTON LOANS

Hepubbcml arc betas motbt^I,detita

aocurately.

The Studenl Loan I«ue: Framlnj the I»uc

than ever before.
MilUb« of BuUoott aod tbeir ttinito «d oobeg. fioMoia) <ii .^r
wi,» the RwoWIcbs. IbK Saloil .Mden. lome .r.
wnen; nudenn can reap ihe bendlti ofprlvace aector competition for borrowem. 

Candldate’a Packaee
The attached information package seta forth the feels and should be used as a basis for countering 
raislnlbnnaiJon and felse claims being put out by Democratic candiaatoa.

Background- ...................... ..............

Legislative History..

Top Ten Thing! About the
Clinton Loan Frograoi...... ........... .............. ................ *................

Myth vs. Fact.... .a,a»«*e»S»M ••»«*«#< sra !«•»««»
.V',.

HiRliirlrAl Background on the 
Federal Student Loan Trogram.
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BACKGROUND

to 1993, Congrwi

loans ihrougli ihia pilot ® ^ ^ program, under which the federal

WhW .om. 9«^«u, of «. «w dir-. >o«n p,oy„Otolm^ w
toMSi*SerItee »d *>I S*S« 0«« tCBp) ■«v»W thB ool to be
STt CBO concluded Thai dire« lending under the FDSIP was subatanually more e*pen 
the iiarantetd student b» program. Meanwhile, others begin to question the government ability 
to administer this program, ospeolaUy vwth regard to collootipn.

SpSuo oBbrt oLo tho cottjrol. .n«*.a duhng th. 1995 boogot debate to cep tte row* of 

the direct loan program.
Detplte pobllc eommena to the ooettwyby propeoeou of diieel loeefc tber. ere

Ex:=rorb:dt:it.::ror^^
Amendments of 1992.
Bv attempting to curtail the growth of an unies»d and poteiulslly budget busting direct government 
lean pro™. Congr«s has triad to strengthen and stabllieo federal student losn programsj^ 
ensuring their integrity and availability for foture geoeretipns of siud«t borrowen. Fcd(^ 
lawmiAers are not corSidaring imposing limits on tha avallsbUlty
were any such limitations made part of the Balanced Budget Act which the Presideni vetoed. T^e 
Prcbidenfs suggesUons to the comniiy are nui simply uiiliue, they al*o foster unwarranted arwoiy 

among students and their families.
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LcgJsUtive History

Responding to moufUing indaititloniBnt sponding on tfudent loan# and othar ere . practice of allonag student# to oariy
BudgatDiraaor Ali»KWlmpropo8^1^^^^ ^ „oo-binding budgertu/y
their aubsiducd ftder^ iMtu aamoiscomiociidatioo. Various other, more
resolution adopted by the House to IMS throughout the budget
modest proposals to reduce subsiiUos on bJanee tlic budget ^riiich
d.bu». buS?l pl*n. vetd by tb.

student# and ftonilie#.
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1. CLINTON'S DIRECT LOANS HURT STUDENTS

subM\2ti LudL Wlu> take out a direct lo«. «e not

with S17.125 in loans. e«i save dose to Sl.SOO in «■ * & V ^
programs. The Clinton Direct Loan program Is needlessty increasing
mUlloni of ftiidenial

2. CLINTON’S DIRECT LOANS ABE MORE COSTLY TO

taxpayers

eeUege students.

3. THE GOVERNMENT HAS A PITIABLE RECORD AT LOAN 

COLLECTION
The last time Congress placed ihc rwponsibUity of collecting student loans in the h*«ds of the 
BovemniBnlit was s^SHilerl In fact, loan collection was so inismanagod and enfortement of rul a 
lo lax, under the Federilly Insured Student Loan program that Con^s abriWod ^ “
flivw of private sector loan oollection. In the end, this prugr-ni wHccicd only 20 ceius o« 
doHar^ou^ed Tmditianally, the govemmenv is mod. beiier at giving out money than . Is at

SrlS for example, the Department oxperiencoJ a processing backlog of J""® "'f‘”1
finendd aid SSitiona. citing anxiety about the availability of student eld 
thousands of Cunilles. Consider the cxpcrienoc of our neighbors to the north, 
government did sucl. mi abysmal job at collecting student loans, It recently naked pnvatc lenders to
take over this responsibility.

,§
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4 student LOANS ABE FMNTirtJL

is thn there have be<n no euch ^“^^“iSiiLn'coMrollBd 104th Congiess. *tode^

5. the CLINTON LOAN PROGKAM IS LIKELY TO DRIVE VV 

DEFAULTS

5=\'SSSSias3Sz-=.-::ts:x:
the AneilcAn taxpayen.

6. THE CLINTON LOAN PROGRAM B A HAVEN FOR TRADE 

SCHOOLS

Wd«M Ictoo*' inwituu, «<1 OUriiom. Hor.Ml»»mg School. The 1»£
J^^S™Srof “1 «hool. 10 «« pmsnm. I. in <■!«=< conhio. wim Con,™.' m.oO«c ,o keep 

th«» mix of schools bslMiccd.
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7. pmvatkfundsahebeuveredasewicientxyas

direct loan funds

tcaniuic ImprowoMDU Bid ^ BuidBdl—J «nd .o«niUi.cd, viitvi»U)f

ellmlMltBg Iho need for papof^ortc. ^ school*, bowevor, Uvc

large amounts of loan reoorda.

s. cOMPEXmONWriHIN THE LOAN ]?«)lISrRV wax
CONTINUE TO BENEFIT STUDENTS

Cc»pBi«.n B»or« pdvic p^ty

contlloiie wUh or without direct lending, means cheaper |tudem loans and beuer seivicc 

Student borrower.

9. THE CLINTON LOAN PROGRAM HAS GROWN MOSTLY 

THROUGH INDUCEMENTS

briZ direct loan iAkUuUon, will remain in the progmn.

K'
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JO cunton loans are creating a massive new federal 

bdbbaucracv
Uie Clinton Dirom Loin prejnm K

B .1.0 ndd. « 1 *on»min»L «»
riik ind lualy Incioilen thU OuiBionioe proBtun Tte

t9 either itudenu or the Amerlcsn public.
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the federal student loan program

HISTORY
Today amdeni loaitf lopfOBWi ihe larger aiid laoji impotiam source of student toancial M in 
Lieri^ Without quortion, the atudaot loan pn>g?-ttJn h« opened the doore of 
opportunity to aiUioM of Ain«ic«ms who oould not olberwiac have puriuod U. The pubU^nvate 
pSfTnership has kept pace with surging demand deUveting more that
since the progreiti't inccpriiin. The Ousnnieed Siuaent Uieii Ptograin (OSLP). now eelW the 
Pod^ Bdueeto Losn Pntsnm ffPELP). we. cmttd in 1»65 « eonjniwtlon »nh the

liighcr EducaUou Act of the BBinc year.
The OSLP waa originally dtudgned to asaiat inlddle-incomo fkmiliBS eaught In a c^-flow pjiwh 
occasioned by coUege costa. While recogniring the mportanco of investmg m bun^ wpUal 
through education, federal poUcy makew opted for a pubUc-private parmerahlp - rather than a 
centrally edministeroJ and financed govanment program - to deliver siodeni loans.

Aa the program evolved, private sector lenders. SaiUe Mae and a number of non-profit soconda^ 
mark«* providod the capital for ths QSL?; prioripally state agency guarantors and a few non-profit 
backed end processal loan guunuiioea; suhools helped students gain access to the loan program; and 
the federal govermnem rdnsuitd guarantors, subsidized interest rates and exercised legislatiw and 

legulstory suthority over the program.

The program has grown eKponeDUally In volume and scope over the years. In 1972, for cample. 
Conies* extended financial aid to swdcnVs allanding proprietary for-profit trade and techmoal 
Bohools, opening a vast oaw use for student loans. Aa the program grw«. xho federal govaipneni 
abwidoiied its failed attempt to manage the program directly In nates that lacked a guarantor. The 
Federafiy Insured Student Loan program (nSL) was scrapped in ftvor of a decentralized network
of guarantors.
In 1978, ihc OSLt* was expanded to include every Biudenrby removing a'needs test from OSJ- 
cUgiWUty. Then. In the ftce of surging demand and program costs. Congress in 1981 ranstaled the 
need test and created two lass costly, uiiaubsidi^cd loan pitigrama, one for independent students 
(SLS), and one for parenta of dopondent siudems (PLUS). 'The 1992 SfflfindfncniS to the Higher 
Education Act greatly eKpanded access to middle Income femllles through an unsubsidlzed loan 
progrant that is available to any student icganU«8 of need, Improved accountability measures 
iitfludliig suicua ovorxighi of trade ichools. werc also Intfoducod ihM have hdped cut defliuU rates 
in half, from 22.4 percent to 11.6 pareeni.

Omnibus budget legislation In 1993 added increased risk and reduced few the govenOTom paid to 
tiro pilvaie aociur. Muoli of the savings from these changes ($4,3 billioa) wore plowed into reducing 
the loan fees srudents pay and capping bonower interest rates at lower levels under both the 
guaranteed program and the newly-established dlrtoi government loan program, With the Higher 
Education Act due to be reauthorized again in 1997, fUnher restructuring of the guaranteed loan 
program b anticipated to assure oven greater aocouatability and cost efficiencies for the taxpayer 
while msintaieiDg wide access to loan fends fbr America's students.
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FACT li How arc nudB«» 'boner oC" by consum/r
oonaeripticg students into the direct lending progr , athenvise would have bacn

dipWe ter mda th. gumuneri l«m doM r.««g the »rt of ooll.e« for

MYTOl
"Congres 
RjehardlUUy.

FACT!: Not wo

[TIT IBA

S^BUv- US. ,/io*««o,. Mo/« Svrwd-- ><>■

to tacu lhi> coimof. inctousd Ul. d» of Poll Or««l to tbdr WshoH loj^ ta 

sradem loom »oiild bovo ° p„graini Ropoblieoo* ho™ ”0 imoMioo
::"ST.rn«TJi.:r.«ofio«.to^^r.»d.n^

><VTH3

JSdueatloti, nAt/oh G/nhe. September i7, t99S.

gssssfasSsnnd is more likely to lielp eludeatt complete collece.
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myth 4

iTiueh they borrowed.

MVTB^

fact 5: Doni believeii. TheDiiuct Lom ta»payert*»»*p« money.

mm6
Ioanna pircentag^ e/tht income of Ok job ^ ^henyou /«wr g
lltinois Slate University, September 12. 1995

FACT6: iriKai.ihc Wi.pon„r^
Under the baok-basedproarom. „uoh moie fl«Mity i"

Ineomc^nUagent

repayment plan. ,
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DRAFT September 24, 1996 
(House)

H R. ] 72Q - Government-Sponsored Enterprise Privatization Act of 1996
(Rep. McKeon (R) CA)

The Administration has concerns about the substitute for H.R. 1720 in its current form. It should 
be modified to meet Administration concerns prior to consideration in the House. This bill would 
make no significant improvement in education and job training programs. It is not a substitute for 
considered reform of Federal education and training programs along the lines of the President’s
G. I. Bill for America’s Workers.

Scoring for Purposes of Pay-As-You-Go

H. R. 1720 would affect receipts; therefore, it is subject to the pay-as-you-go requirement of the 
Omnibus Budget Reconciliation Act of 1990. OMB's scoring estimate of the bill is under 
development.

9^*lft**««*
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(Do Not Pistribute Outside Executivft Ofifice of the President)

This draft position was developed by LRD (Connie Bowers/Anna Briatico) in consultation with 
HR (Barry White/Pat Smith/Kathy Stack/Aromie Noe). The Departments of Education (Hansen) 
and Treasury (Dorsey) agree with this position.

H R. 172G was reported by the House Education and Economic Opportunities Committee on 
June 22, 1995. Subsequently, the text of H.R 1720 was included in H.R. 1617, the CAREERS 
Act. Because of the uncertain future of the conference report on H.R. 1617, an amended version 
of H.R. 1720 will be considered by the House. Based on the latest available text of the substitute 
amendment, H.K 1720 contains the following provisions.

• Higher Education Program Repeals. H.R. 1720 would repeal more than 40 programs 
authorized under the Higher Education Act of 1965 that did not receive appropriations in 
FY 1996.

• Museums and Libraries. The bill would provide for the establidiment of an Institute of 
Museum and Library Services, consolid^ng the functions of the Institute of Museum 
Services, the Library Services and Construction Act, Title II of the Higher Education Act, 
and Part F of the Technology for Education Act.

• National Institute for Literacy. H R. 1720 would reauthorize appropriations for the 
National Institute for Literacy for FYs 1997 through 2002. It would also make a variety 
of modifications in the underlying authority for the Institute.

■ Carl D Perkins Vocational and Applied Technology Education Act and Adult Education 
Act. The authorization of appropriations for programs under the Perkins Act and the 
Adult Education Basic State Grant program would be extended for one year, through 

FY 1997.

• 5:al1ift Mae and Connie t .ee PrivatiTation H.R. 1720 WOuld privatize Sallie Mae, which 
buys student loans from banks and other holders in the secondary market, and Connie Lee, 
which insures bond financing for renovating and building higher education facilities. The 
Administration proposed legislation to privatize Sallie Mae and Connie Lee that is similar 
to the provisions in H.R 1720.

• ”85-15** Rule. H R. 1720 would delay the implementation of ED’s current ”85-15'' nile, 
but would not change the substance of the rule. Under the current ”85-15'* rule in the 
Higher Education Act, proprietary schools receiving more than 85 percent of their 
revenues from Federal student aid programs are ineligible to continue participating in these 
programs. The bill would prevent the Secretaty of Education from using certain types of 
financial information in determining an institution's eligibility.

Pav-As-You~Go-Scoring
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OMB (Sniith) advises that H.K 1720 would affect receipts; therefore, it would be subject to the 
pay-as-you go requirements of the Omnibus Budget Reconciliation Act of 1990. OMB’s rewiew 
of this bill has not been completed.

LEGISLATIVE REFERENCE DIVISION DRAFT 
September 23, 1996 - 7; 15 pm



SEPTEMBER 16, 1996

MEMORANDUM FOR JOHN HILLEY

FROM: ANDY BLOCKER

RE: CAREERS/SALLIE MAE PRIVATIZATION UPDATE

CC: JANET MURGUIA

FYI, Senator Kassebaum has chosen not to remove her hold on a stand alone Sallie 
Mae privatization bilLte^paEFiffiS^tB^ Instead she is still moving toward getting a 
full Careers bill. Late last week, she reportedly offered Senator Kennedy a 
compromise that would come close to meeting two of our five major demands (see 
attached letter). Her offer would remove the repeal of School-to-Work and provide 
skill grants for dislocated workers. These two demands, along with our insistence on 
local control, are our most politically salient issues.

The President is planning on briefly mentioning the Careers bill in his speech 
tomorrow in Deroit, Ml. There is concern that if the President is too harsh in his 
rhetoric. Senator Kassebaum will proclaim that she has met our major demands and 
complain that the President doesn't really want a bill and is simply playing politics.

Secretary Reich is calling Senator Kennedy tonight to see if it would hurt his position 
for the President to go on the attack. If Senator Kennedy feels as if he can keep 
Kassebaum from going to the floor with her new, more reasonable proposal, the 
President will probably go on the attack tomorrow.



THE WHITE HOUSE
WASHINGTON

May 20, 1996

Dear Madam Chair:

I am writing to express my views on the job training and 
education reform legislation now in conference. I appreciate the 
Conferees' efforts to address at least some of the key principles 
included in my G.I. Bill for America’s Workers proposal. I 
believe we all recognize the importance of reforming, 
streamlining, and consolidating job training and education 
programs.

However, I cannot accept a conference bill that does not 
create a world class workforce development system that is built 
on a firm foundation of individual opportunity, strong 
accountability for results, and clear pathways for youth from 
school to work. This legislation must: authorize spending for a 
new system at no less than the levels proposed in my FY 1997 
Budget; arm dislocated workers with sufficient information and 
purchasing power, through skill grants, to choose the training 
that is right for them; preserve national funding for school-to- 
work infrastructure building grants; ensure accountability to 
taxpayers by establishing high standards for program quality and 
clear accountability; and provide that education authorities are 
responsible for education resources at the State and local 
levels, and that those resources are targeted within the State. 
The attachment to this letter details these and other essential 
priorities pertaining to this legislation.

I believe we share the common goal of creating a job 
training and education system that equips all Americans to 
prosper in a global economy. I urge the Conferees to craft an 
acceptable bipartisan bill by meeting these concerns and fully 
incorporating my G.I. Bill.

sincerely.

The Honorable Nancy Landon Kassebaum 
Chairman
Committee on Labor and Human Resources 
United States Senate 
Washington, D.C. 20510
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THE WHITE HOUSE 
WASHINGTON

May 20, 1996

Dear Madam Chair:

I am writing to express my views on the job training and 
education reform legislation now in conference, I appreciate the 
Conferees' efforts to address at least some of the key principles 
included in my G.I. Bill for America's Workers proposal. I 
believe we all recognize the importance of reforming, 
streamlining, and consolidating job training and education 
programs.

However, I cannot accept a conference bill that does not 
create a world class workforce development system that is built 
on a firm foundation of individual opportunity, strong 
accountability for results, and clear pathways for youth from 
school to work. This legislation must: authorize spending for a 
new system at no less than the levels proposed in my FY 1997 
Budget; arm dislocated workers with sufficient information and 
purchasing power, through skill grants, to choose the training 
that is right for them; preserve national funding for school-to- 
work infrastructure building grants; ensure accountability to 
taxpayers by establishing high standards for program quality and 
clear accountability; and provide that education authorities are 
responsible for education resources at the State and local 
levels, and that those resources are targeted within the State. 
The attachment to this letter details these and other essential 
priorities pertaining to this legislation.

I believe we share the common goal of creating a job 
training and education system that equips all Americans to 
prosper in a global economy. I urge the Conferees to craft an 
acceptable bipartisan bill by meeting these concerns and fully 
incorporating my G.I. Bill.

Sincerely,

The Honorable Nancy Landon Kassebaum 
Chairman
Committee on Labor and Human Resources 
United States Senate 
Washington, D.C. 20510
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Mae privatization Instead she is still moving toward getting a
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THE WHITE HOUSE
WASHINGTON

May 20, 1996

Dear Madam Chair:

I am writing to express my views on the job training and 
education reform legislation now in conference. I appreciate the 
Conferees' efforts to address at least some of the key principles 
included in my G.I. Bill for America’s Workers proposal. I 
believe we all recognize the importance of reforming, 
streamlining, and consolidating job training and education 
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However, I cannot accept a conference bill that does not 
create a world class workforce development system that is built 
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new system at no less than the levels proposed in my FY 1997 
Budget; arm dislocated workers with sufficient information and 
purchasing power, through skill grants, to choose the training 
that is right for them; preserve national funding for schbol-to- 
work infrastructure building grants; ensure accountability to 
taxpayers by establishing high standards for program quality and 
clear accountability; and provide that education authorities are 
responsible for education resources at the State and local 
levels, and that those resources are targeted within the State. 
The attachment to this letter details these and other essential 
priorities pertaining to this legislation.

I believe we share the common goal of creating a job 
training and education system that equips all Americans to 
prosper in a global economy. I urge the Conferees to craft an 
acceptable bipartisan bill by meeting these concerns and fully 
incorporating my G.I. Bill.

Sincerely,

7^ JUL

The Honorable Nancy Landon Kassebaum 
Chairman
Committee on Labor and Human Resources 
United States Senate 
Washington, D.C. 20510



SEPTEMBER 16. 1996

MEMORANDUM FOR JOHN HILLEY

FROM: ANDY BLOCKER

RE; SALLIE MAE PRIVATIZATION UPDATE

CC: JANET MURGUIA

As you know, Sallie Mae's negotiations with the Department of Education have been 
completed. Sallie Mae has agreed to the Department of Education's non- 
discriminatory language concerning secondary market loans (attached). Sallie Mae 
has also agreed to drop language exempting them from loan fees (see below).

Loan Fees

Under the 1993 Omnibus Budget Reconciliation Act, Sallie Mae is instructed to pay a 
three-tenths of one percent fee for every loan they hold. However, Sallie has been 
securitizing loans and claiming that the fee can only be charged on loans that they 
hold. The Department of Education disagrees and has taken Sallie Mae to court 
arguing that Congress never intended for Sallie Mae to be able to circumvent the fee 
for loans by securitizing them. (The Department lost the first case and the appeal is 
pending.) The language which was dropped from the proposal would have preempted 
the courts decision on the appeal and allowed Sallie Mae to continue to securitize 
loans without paying the fee.

Prospects

Senator Kassebaum had hoped that Sallie Mae privatization would be the engine that 
drove her Careers bill through the Senate. However, that seems very unlikely at this 
time. Reportedly, she will release her hold on any stand alone action on Sallie Mae 
privatization today if she cannot reach a compromise with Senator Kennedy on the 
Careers bill.

In the House, Chairman Goodling has been working on a Careers 'Lite' which would 
contain both Sallie Mae and Connie Lee privatization along with reauthorization of 
adult and vocational education programs. However, the bill is also reported to have 
some other more controversial provisions which would definitely hold it up in the 
Senate. Once Goodling either removes the controversial language from Careers 'Lite' 
or allows Sallie Mae and Connie Lee privatization to move as a stand alone bill, Sallie 
Mae privatization should be able to move through both chambers rather quickly.



SAtUE MAE
Thoma* JnlfartMsn SitbbI. n.W,

TIMOTHY O, ODneeNt!
EBaojtiM Wee Pirecident 
Qvrnrat Counsel

September 12. 19^6

Tbe Uonornbla Dr. David A. LortgaaccJtcr

Assistant Secretary for Postsecondary Edueation
tJ.S. Depiutineiit of Education
Room 4082, ROB-3
eoo Independence Avenue, SW
Washoigion, DC 20Z02

Dear Dr. LonganBoker-

Aar diBouseed wiilt Maureen McLaughlin, this letter supplements Lany Hough’s September 
10 icocr to you relating to the privaiiaation of Sallie Mac. PletS be edvi^d^^So?ST 
overall resolution of all ouisiandlng Administration issues described in Lsny’s letter^lic Mac 
cm agr« In the statutoiy language on nonnliscriiTiination set forth In the attachment to this letter

S Privatization legisUtion negoHated by the Department of the
1 rcasuiy and Salho Mac t^t were mcoiporated in the pioposed amendment to H R. 3845 drafted by
co!l^> (Senator Jefford's amendrnem was labeled “SI096.394” by Senate legifilative

r undarBtond tbte J) AdmioiatraW iaau« on SoUie Mae's pilvaozation.

Attacfameni

ec: TreoBury Dapaztcnqiit
ATTN; The Honorable John D. Hawke, Jr.

The HononbleDarcy Biadbiuy 
Education Dtpsutuicnt
ATTN: The Honorable Maureen McLaughlin

Timothy
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On pags- 42, ln«*irt Immediately after line 21 the fciHoving; 

»Wglffg*tiHyiTATTr>H- - ■ geccioq 421(a) of the Higher 

MucdCioft of 1965 (20 P.s.c. 1071(a)) ifl amended hy addino et 

Che end thereof eh« folloving new parasTraph:

DIfiCTtTMTyATiQM BV f?B0O«PfcRy rtMUCgTS PPf«T«^

(*> HP pppopdaxy n^^k-c described in eubparagraph (b) that hold* 

loana made, insured, or guaranteed under this part shall man« 

directly or indiractly m any pattern or practioe that resuito in 

a dan^al o£ a b»xrkrov#«x‘« aocesB co loans under this part because 

of ch, borrower's race, eex, eelor, religion, national origin, 

age I handicapped e Latus, ingewe, accendance at a partiouiar 

eligible Ihscltutlon within the area Bervod by the secondary 

market, length of the borrower's educational progpaUR, or ch« 

borrower's aeadomic year in school.
•" (B) Subparagraph (h> ^HrII apply co—

■Mi) tbo Otudent Loan Markotioa Aseociacion 
(and. If Che Aeeoei.tion Is privatieod under section 440, any 

succeasor entity functioning as a secondary market, including ch. 
holding Company described in euch section),

" tit) an agency of any State fundtlohing aa
a sscondasy mairk«t>

* tiii) any Bozvprcfit prlvnca agoucy 

fUnetlonirWT in any etat* «. « acoondaxy market; and

zoo '<{ «c09 iff zflz.-nai VK3 nivs 61 •- so (nHi) 96 .z [ - las
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'fiv> any secondary market that electa, 
Under cerr:ton l&O O) »<• rhe XfvtnmAl Revi-nii* OE tdaa, ce

cAsce it-B status ae a guaiiCJied Boholareliip funding 

corporation.'."
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SEPTEMBER 16, 1996

MEMORANDUM FOR JOHN HILLEY

FROM: ANDY BLOCKER

RE: SALLIE MAE PRIVATIZATION UPDATE

CC: JANET MURGUIA

As you know, Sallie Mae's negotiations with the Department of Education have been 
compieted. Saiiie Mae has agreed to the Department of Education's non- 
discriminatory language concerning secondary market ioans (attached). Saiiie Mae 
has aiso agreed to drop ianguage exempting them from loan fees (see below).

Loan Fees

Under the 1993 Omnibus Budget Reconciliation Act, Sallie Mae is instructed to pay a 
three-tenths of one percent fee for every loan they hold. However, Sallie has been 
securitizing loans and claiming that the fee can only be charged on loans that they 
hold. The Department of Education disagrees and has taken Sallie Mae to court 
arguing that Congress never intended for Sallie Mae to be able to circumvent the fee 
for loans by securitizing them. (The Department lost the first case and the appeal is 
pending.) The language which was dropped from the proposal would have preempted 
the courts decision on the appeal and allowed Sallie Mae to continue to securitize 
loans without paying the fee.

Prospects

Senator Kassebaum had hoped that Sallie Mae privatization would be the engine that 
drove her Careers bill through the Senate. However, that seems very unlikely at this 
time. Reportedly, she will release her hold on any stand alone action on Sallie Mae 
privatization today if she cannot reach a compromise with Senator Kennedy on the 
Careers bill.

In the House, Chairman Goodling has been working on a Careers 'Lite' which would 
contain both Sallie Mae and Connie Lee privatization along with reauthorization of 
adult and vocational education programs. However, the bill is also reported to have 
some other more controversial provisions which would definitely hold it up in the 
Senate. Once Goodling either removes the controversial language from Careers 'Lite' 
or allows Sallie Mae and Connie Lee privatization to move as a stand alone bill, Sallie 
Mae privatization should be able to move through both chambers rather quickly.
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202.333.^100

TIMOTHY O. OnECNC 
EaaeutiwoVice PlreckJant 
Qonaral Counsel

Sepiivnber 12. 19^6

The Uofiornbla Df. David A. LiOiTgBiiccJcQr 
Assistant Secretary for Postsecondaiy Edueation 
li.S. Depaxtment of Education 
Room 4082, ROB-3 
eoo *ncici>endence Avenue, SW 
V/ashmgioa,DC 2dZ02

Dear Dr. X^nganBolcer;

overall resolution of all ouisiandlng Administration issues described in Lany's letter, Sallic Mac 
cm agree to the statutory language on non-discriniiiiation set forth In the attachment to this letter. 
Also, we can ^ept the changes to the privatization legislation negotiated by the Department of the 
Treasury imd Salhe Mac that were incotporated in the proposed amendment to H R. 3845 drafiad by
Senator Jeffords (Senator Jefford's amendment was labeled “SIG96.394” by Senate Iccialativa 
counsel).

r unHerstflrul tiiie re«oJv«s «1J Admlnietr^on iasuBa on Sallle Mae'S pitvaqzMion.

Smcarelv.

ACtachment

cc: Treasury UtepaztmoMt
ATTN; The Honorable John D. Hawke, Jr.

The HnnoiableDarcy Bradbury 
Education Depaituiem
aTTN: The Honorable Mauiaen McLaughlin

Timothy
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a denial o£ » b»ir>rot#or*« accosa co loans under this part because 

of r;ho borrower's race, aex, color, rellgioo, netiobal origin.
*^3*r handicapped status, lacoifte. attendance at a pactiouiar 

eligible It&citution within the area served by the secondary 

market. length of the borrower's educational program, or the 

borrower’s acedoaic year In school.

(BJ Subparagraph (a> fhell apply to—
■Mi) tjw Otudenc Loan WarketlnH Aseociacion 

(end. If the Association is privatiecd under eeebion 440, any 

successor entity fimetionlng as a secondexy market, including ch. 
holding Company described in euch section),

^ “ (ii) an ftgeacy of any State functlohing aa
a sscondavy mairket^

•(ill) any nonprofit privnaa agency 

Cuncclonino 1« any state «. « secondary market; and
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Government-Sponsored Enterprise Privatization Act
H.R. 1720

Committee on Economic & Educational Opportunities 
H.Rept. 104-153

Introduced by Mr. McKeon on May 25, 1995

Floor Situation:

The House is scheduled to consider H.R. 1720 on Tuesday, September 24, 1996, under suspension 
of the rules. It is debatable for 40 minutes, may only be amended by the manager, and requires a 

two-thirds majority vote for passage.

Highlights:

H R. 1720 privatizes the Student Loan Marketing Association (Sallie Mae) and the College Con­
struction Loan Insurance Association (Connie Lee), which are both government-sponsored enter­
prises (GSEs). The bill consolidates several existing federal library programs and combines them 
with the Institute of Museum Services into a new Institute of Museum and Library Services, and 
authorizes funding to carry out the program. Finally, the bill extends a number of existing national 
education programs and repeals over 40 existing education programs. Mr. McKeon is expected to 
offer an amendment in the nature of a substitute to the bill. The provisions of the anticipated substi­
tute are described within this report. The bill is considered non-controversial.

Background:

Government Sponsored Enterprises

Government-sponsored enterprises (GSEs) are privately owned corporations, operated for private 
profit, governed mostly by stockholder-elected boards of directors. The major difference between 
most GSEs and private corporations is that they are chartered by the federal government to carry 
out a specific public policy mission. The federal backing generally includes a number of special 
privileges, such as exemptions firom federal, state, and local income taxes and Securities and Ex­
change (SEC) registration requirements in addition to federal support to gain preferential borrowing 
terms. Their economic purpose is to efficiently provide or expand a service which is not readily 
accessible in the fi-ee market. While there is no explicit federal guarantee of a GSE, there is a general 
presumption that the federal government would not let the agencies fail, thus providing an “implied” 

guarantee to private creditors and investors.

The Student Loan Marketing Association (Sallie Mae) is a GSE in the classic model. It was estab­
lished in 1972 to create a secondary market for federally-guaranteed student loans that would ex­
pand the student lending market by allowing banks, regardless of where they were located, to re­
plenish their lendable funds rather than service the long-term commitment of student loans. In

HRC Legislative Digest Vol. XXV, #26, September 20,1996 John Boehner, Chairman



mmssBrnss
oay one reason: ’it (Connie Lee) is a GSE for

-=r»“il€5s-
Provisions:

^gmization and Privatkathn

g------UIIUCI f
the end of FY 2007

--..IZZTeo—
—aao uusiness and dissolve the GSE “

the legisiation which°CT^“f"™«»>tioB. The bill repeals 

aCTions imposed by current law. In addition, the wilT°™* P*>ced on Connie Lee’s

“^ge f° “cT^e iPfrMntctute

JohnBoehner.Chainnan

John boelmer, i^nauuuui
d^su,tive Digest Vol. XXV. «6. September 2^:

1996



Proprietary Institutions. The bill prevents the Department of Education from retroactively en­
forcing the 85/15 rule—which prohibits institutions from receiving more than 85 percent of their 
funding from federal education assistance—on proprietary institutions. Specifically, the bill requires 
the department to use only recent financial information (compiled since May 1, 1994) when deter­
mining compliance.

Museums and Libraries

The bill establishes an Institute of Museum and Library Services within the National Foundation on 
the Arts and the Humanities, authorizes $150 million for libraries, $28.7 million for museums in FY 
1997, and such sums as may be necessary for fiscal years 1998-2002. The new institute will consoli­
date several federal library programs and the Institute of Museum Services. It will have a director, 
two deputy directors, and separate governing boards for libraries and museums.

Distribution of Funds. Of the funds appropriated for libraries at the national level, 91.5 percent 
will be distributed to the states under a two-part formula. All states will receive an initial allotment 
of $340,000 and a second allotment based on the state’s population. The remaining 8.5 percent will 
be used at the national level for administrative expenses and special grants.

Ninety percent of the funds appropriated for museums will be distributed by way of grants, con­
tracts, and cooperative agreements with museums throughout the country as under current law. The 

remaining 10 percent may be used for national administrative expenses.

Extension and Rq>eal of Education Programs

The bill reauthorizes a number of adult education and literacy programs through FY 1997. Ex­
tended programs include the National Literacy Act of 1991 (P.L 102-73), the Adult Education Act, 
and the Carl D. Perkins Vocational and Applied Technology Education Act (P.L 101-392).

The bill also repeals over 40 unfunded programs of the Higher Education Act including State 
Postsecondary Review Entities (SPREs). Bill sponsors argue that the programs are redundant, 
unfunded, and no longer necessary.

Costs/Committee Action:

CBO estimates that enactment of H.R. 1720, as reported by the Economic & Educational Opportu­
nities Committee, will result in savings of $7 million in FY 1996, $23 milhon in FY 1997, $123 
million in FY 1998, $127 million in FY 1999, and $27 milhon in FY 2000. The bill affects dirert 
spending, so pay-as-you-go procedures apply. A CBO estimate of the substitute was unavaUable.

The Economic & Educational Opportunities Committee ordered the bill reported by voice vote on 

June 22, 1995.

HRC Legislative Digest Vol. XXV, #26, September 20,1996 John Boehner, Chairman
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Th« PCtSidiOAt 
Th« Whit* H9U««
Naahington, IX: 26500
D6«r Mr. Fittsidtnt:

It hai cone tt »y Attention that »n unauthojrisoO OocuB\snt 
Ptfoparod by & SolUo Mao omployoo criticizing you and tha dixeot 
loan progran was faxad fron SaUie Mao headquarters. I havs setn 
this documont# and I repudiate it on behalf of tha company, l 
have liunchod my own investigation of this aiattet and asi 
•atiafled that no aienbor of aonior wanegwBoat of the company was 
involvod In the proparation of this docuaont.

I have dlra^ad that an intaxnal Invaatiyatlon be conducted appropriate disciplinary action bo talcon against those indlviduala raaponeible for thia document.
flallle Mae haa approximately S/OOO employeee and you can 

understand how difficult it ie to monitor the actions of sach cr.@
Of tbeao.

1 daoDiy regret this ineident# and 1 assure you that this company will taha all appeopiri«i« atepe in on effort to 
that euch an occurrance does nor happen again.

Sincerely,

'iflxuan Arcenoaux'
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