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October 10, 1997 

Bill Kincaid 
Associate Director for Education Policy 
Domestic Policy Council 
The White House 
Washington, DC 20500 

Dear Bill: 

Thanks so much for taking time to meet with Steve Kingsley and me last Wednesday morning. We 
appreciated greatly the opportunity to share with you the mission, programs, and vision for Citizens' 
Scholarship Foundation of America. 

Thanks also for your interest and advice concerning the Community Scholarship Mobilization 
Program, an important proposed amendment to the Higher Education Act. As we discussed, this 
unique legislative initiative would provide a tremendous "return on investment" for the federal 
government. Please share this initiative with others in the White House. We are certain that the 
President would fmd great meaning and excitement in this effective strategy to mobilize caring 
Americans in thousands of communities in support of their local youth. 

Bill, as you requested, 1 am enclosing additional information concerning the ScholarShop Program. 
Also, under separate cover, I am sending you a copy of the ScholarShop video. Return it at your 
convenience. For further information, feel free to directly contact David Bach, CSFA Vice President 
for ScholarShop, at 507-931-0540. 

With best wishes, 

Sincerely, 

William C. Nelsen 
President 

WCN/tk 

cc: Philip J. Webster, President, The Webster Group and CSFA Governing Board Member 
Daniel F. Jorgensen, Vice President, Public Affairs and Communications, CSFA 
Steve Kingsley, Strategic Government Relations, Washington, DC 
David Bach, Vice President, ScholarShop 

1505 Rivervieio Road, P.O. Box 297, St. Peter, MN 56082 - 507-931-1682 - 507-931-9168 (fax) 
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ScholarShop® Fact Sheet 

ScholarShop 

Seven Modules 

Individualized 
Components 

Training 

ScholarShop, a program of Citizens' Scholarship Foundation of America, Inc. (CSFA), is 
a community-based resource center designed to motivate and prepare young people to 
achieve their full potential as students and as productive members of society. Students 
use ScholarShop to inventory their own personal and academic assets, pursue service-
learning opportunities, explore career options, and prepare for postsecondary education. 
ScholarShop is currently located in fifteen sites across the country. 

The ScholarShop curriculum is comprised of seven modules supported by a multi-media 
resource library containing interactive computer programs, print materials, and videos. 
The modules are: Self-discovery, Career Options, Postsecondary Options, College 
Options, College Admissions and Financial Aid, Community Involvement, and 
Transition to College. 

ScholarShop Talk is a newsletter that allows students to add a summary of what they 
leam in each module to factual information and tips on preparing for college. This 
individualized newsletter allows participants to share what they're leaming with their 
families. 

Software programs for exploring career opportunities, college, and financial aid are 
packaged together in one menu-driven ScholarShop program. Opportunities exist for 
each site to input local information. ScholarShop's parent organization assumes the 
licensing agreements for the software and provides updates as they become available. 

Each ScholarShop sites receives training for its coordinators in the curriculum as well as 
program software and other resources. On-going technical support is also provided and 
materials are updated regularly. 

Implementation ScholarShop is designed to be an integral part of a youth-serving agency's programming 
or existing mentor programs. Companies may also offer ScholarShop to employees' 
children. Schools with limited staff resources may find ScholarShop an attractive way to 
meet student needs - either in the classroom or as an extra curricular activity. And 
colleges and universities may find ScholarShop an important resource for summer 
enrichment programs. 

CSFA Citizens' Scholarship Foundation of America, Inc. (CSFA) is a national, nonprofit, 
educational support and student aid service organization. CSFA, founded in 1958, is 
headquartered in Minnesota with regional offices in key locations across America. 
CSFA's mission is to expand access to educational opportunities by involving and 
assisting the private sector in the support of students and in the encouragement of 
educational achievement. 

J505 Rivervicw Road, P.O. Box 297, St. Peter, MN 56082 - 507-931-1682 - 507-931-9168 (fax) 
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Cargill Awards $150,000 
for Ten New ScholarShops 

Cargill, Inc. recently announced it will 
expand its commitment to ScholarShop from 
four to fourteen sites. The $150,000 grant 
from Cargill will allow ScholarShop to prepare 
more young people for postsecondary education, 

According to Cargill's assistant vice pres­
ident, Jim Hield, "ScholarShop is a critical 
component of our company's goal to 
strengthen and expand its partnership with 
local organizations in Cargill communities. 
We've been fortunate to identify partners in 
our communities who also yiew ScholarShop 
as a permanent, integral strategy in meeting 
their mission. Together we are helping youth 
prepare for life-long leaming and economic 
stability. In the process, our youth are identi­
fied as important assets - and contributing 
members of our communities." 

Three of the ten new sites have already 
been identified: the St. Martin DePorres 
Church (Martin Luther King Center) in 
Crosby, TX (Exporter Forwarder/Cargill 
Incorporated), the Urban League in Wichita, 
KS (Cargill Oil Seeds), and the Jane Boyd 
Harambee House in Cedar Rapids, IA 
(Cargill Corn Milling), 

" I am really excited about getting start­
ed," reported Andrea Laurant of the Crosby 
Cargill facility. 'Tt'll be a challenge to me." 
Her partnership plans to set up plant visits, 
mock interviews, hospital tours and so forth. 
"I'm confident that the program will also be 
supported by the Ministerial Alliance, Civic 
League, and other local businesses and orga­
nizations," she added. 

In Wichita ScholarShop will be 
used to support the Urban League's 
Young Engineers and Scientists 
(YES) program. Other students will 
be recruited through local youth-
serving agencies. "ScholarShop 
will help our youngsters become 
better educated, self sufficient, and 
responsible adults, contributing to 
the achievement of the Urban 
League's mission," said Robert E. 
Garrett, Director, Education and 
Career Development. 

According to Carl Werner, Youth 
Specialist at the Jane Boyd Harambee 
House, ScholarShop will support its 
Positive Youth Development Program 
for 12 to 18 year olds. "The addition 
of ScholarShop will complete our abili 
ty to help youth see life beyond high 

school," he said. Presently Harambee House 
has 112 youth enrolled. In addition to the 
academic component, the students are 
involved in a variety of social and personal 
development activities. 

Existing Cargill ScholarShops 
note early success 

"ScholarShop meets with all our goals," 
said Columbia High School Principal 
Barbara Mannion. " I really think this is 
going to be big." 

Mannion is excited by the initial 
improvement seen among ScholarShop stu­
dents in Burbank, WA. "We're seeing 
increased involvement in school activities 
and improvement in their attendance pat­
terns," Mannion explained. "Some dreams 
are being presented (at ScholarShop) that 
wouldn't have been thought of before. I just 
can't say enough good things." 

Mark Duncanson, site coordinator at the 
YMCA of Fremont and Newark (CA) 
ScholarShop observed that students get tired 
of being in school and ScholarShop is less 
threatening. "If I had had ScholarShop, I 
would have gone right to a four-year pro­
gram," Duncanson said. "ScholarShop 
would have helped me discover my personal 
strengths and determine what I wanted to 
study. I wouldn't have wasted so much 
time," he added. 

ScholarShop offers students an opportunity to prepare for college through 

its resource library and computer programs. Here, a student from the 

Los Angeles Ketchum YMCA pores over resources in the ScholarShop 

library 



Scliulai'Sllop Sites and Coordinators 

Site Coordinator Phone, Fax, E-mail Address City, Slate, Zip 

Boat Rock Public Housing 
Housing Authority of Fulton County 

Bobby Frady 404-629-4316 
404-629-3913 
404-629-3904 (fax) 

132 Mitchell SL, 
Third Floor 

Atlanta, GA 30303 

Boys & Girls Clubs of Greater Fort Worth Lisa Retamozo 817-834-4711 3218 East Belknap St. FL Worth, TX 76111-4739 

Boys & Girls Clubs of Metro-Atlanta Charlyn Fareed 404-624-1005 
770-997-9938 
770-997-6374 (fax) 

990 Steeplechase Lane Riverdale.GA 30296 

Boys & Girls Clubs of Oakland Mozetta Jackson 510-444-8211 P.O. Box 23203 Oakland, CA 94623 

Boys & Girls Clubs of the Peninsula 
Mervin G. Morris Branch 

Lucia Ribeiro-da Silva 415-364-0176 
415-322-9042 (fax) 
Ribeiro@aol.com 

1109 Hilton St. 
P.O. Box 1029 

Redwood City, CA 94063 
Menlo Park, CA 94026 

Boys & Girls Clubs of the Peninsula 
Herbert Hoover Branch 

Rick Washington 415-322-6255 400 Market Place Menlo Park, CA 94025 

Center for a New Generation 
Menlo Oaks School 

Todd Whitmire 415-329-2828 x124 475 Pope St. Menlo Park, CA 94025 

Chicago Youth Centers -
Elliott Donnelley Center 

Todd Bamett 773-268-3815 
773-268-9460 (fax) 

3947 S. Michigan Chicago, IL 60653 

City of Bastrop Ethel Fielder 318-281-9840 
318-281-5783 (fax) 

P.O. Box 431 Bastrop, LA 71221-0431 

Columbia School District Janet Heubach 509-545-8573 
509-545-6553 (fax) 

P.O. Box 548 
Maple St. 

Burbank, WA 99323 

East Bay High School Claudia Davis 813-671-5134 7710 Big Bend Rd. Gibsonton, FL 33534 

Eddyville-Blakesburg Community School 
District 

Rodd Mooney 515-969-4288 105 Berdan Eddyville, IA 52553 

Evans Middle School Linda Carroll 515-684-6511 
515-684-2259 (fax) 

812 Chester St. Ottumwa, LA 52501 

Fremont-Newark YMCA Mark Duncanson 510-657-5200 
510-657-9129 fax 
510-451-8051 x717 VM 
Teen Yguy@j uno.com 

41811 BlacowRd. Fremont, CA 94538 

Frostproof Middle and Senior High School David Lewis 1000 N. Palm Ave. Frostproof, FL 33843 



Site Coordinator Phone, Fax, E-mail Address City, State, Zip 

Gainesville-Hall County Boys Club Joe Webb 770-532-8102 
ghbcadm@netdepot.com 

P.O. Box 691 Gainesville, GA 30503 

Humboldt Secondary School Jeny Hilker 612-293-8600 x6346 30 East Baker St. St. Paul, MN 55107 

Jane Boyd Harambee House Karl Wemer 319-366-1408 
319-366-0431 
319-398-3375 (fax) 

943 14th Avenue SE Cedar Rapids, IA 52401 

Mountain View High School Barbara Bogomilsky 415-940-4616 
415-961-6349 (fax) 

3535 Truman Avenue Mountain View, CA 94040 

Northport Community Learning Center Pat Leonard 608-249-9281 1740 Northport Drive Madison, WI 53704 

Packers Community Leaming Center Jackie 1 homas 608-249-0160 1927 Northport Drive Madison, WI 53704 

Plainview High School Dean Oshel 806-296-4051 
806-296-4069 (fax) 

1501 Quincy Plainview, TX 79072 

San Diego County Court and Community 
Schools 

619-525-1564 6401 Linda Vista Rd. San Diego, CA 92111 

St. Martin DePorres Church Denise Morgan-Branch 281-426-3953 12606 FM Road 2100 
P.O. Box 3459 

Crosby, TX 77532 

St. Peter High School Cindy Freeman 507-931-0462 
507-931-9168 (fax) 
ShopCSFA@aol.com 

1505 Riverview Rd. St. Peter, MN 56082 

Stuart M. Ketchum YMCA Mauricio Sosa 213-482-8618 404 S. Bixel St. Los Angeles, CA 90071 

Urban League of Wichita Robert E. Garrett 316-683-3315 
316-262-8841 (fax) 

2418 E. Ninth Wichita, KS 67214 

Wapato Youth Center Mike Welton 509-877-9906 P.O. Box 1058 Wapato, WA 98951 

Woodrow Wilson Middle School Kindall Hamilton 712-279-6816 
712-277-5940 (fax) 
Kindall@pionet.net 

1010 Iowa SL Sioux City, IA 51105 

YMCA Black Achievers Program Debra Bemat 617-927-8170 
617-536-3240 (fax) 

316 Huntington Avenue Boston, MA 02115 

YWCA of Dayton Gabrella Clark 513-461-5550 
513-222-0610 (fax) 

141 W. Third St. Dayton, OH 45402 

5/13/97 



. . . is a community-based resource center to 
motivate and prepare students for postsec­
ondary education. It 
targets middle and 
high school age stu­
dents from all socio­
economic groups. 

"ScholarShop was 
like a calling; it was 
exactly what I need­
ed to add to my Talent 
Seardi program." 

The goal of 
ScholarShop is to 
increase high school 
graduation rates and 
college enrollment and 
graduation rates. ScholarShop also helps 
connect what students are learning in 
school with real life. 

Teresa Thompson 
Boys and Girls Clubs 

Fort Worth (TX) 

Seven modules 
The ScholarShop curriculum is comprised of 
seven modules supported by 
a multi-media resource 
library 
containing interactive 
computer programs, print 
materials, and videos. 
The modules are — 

* Self-discovery 
* Career options 
* Postsecondary options 
* College options 
* College admissions and 

financial aid 
* Community involvement 
* Transition to college 

Each participant receives a 
ScholarShop student guide consisting of 

hands-on activities that 
engage students in life­
long learning experi­
ences. Many activities 
promote interaction with 
adults or organizations in 
the community. 

Students carry out the 
activities alone or in teams. 
Each module concludes 
with opportunities for 
reflection and enrichment 
activities that may include 
other family members. 

BOAT ROCK, A PUBLIC HOUSING COMMUNITY in Atlanta, has an 

on-site ScholarShop that's used by both students and community 

residents. 

THE ST. PETER (MN) SCHOURSHOP is offered through the 

local community education program and is staffed by a 

federal AmeriCorps participant. 

Individualized programs 
ScholarShop Talk, the program newsletter, 
allows students to add a summary of what 
they learn in each module to factual informa­
tion and tips on preparing for 
college. This individualized newsletter 
allows parHcipants to share what they're 

leaming with their families. 

Software programs for 
exploring career opportu­
nities, college, and finan­
cial aid are packaged 
together in one menu-
driven ScholarShop 
program. 

SchoIarShop's parent orga­
nization assumes the 
licensing agreements for 
the software and provides 
updates as they become 
available. Some software 
programs allow local 
resources to be added. 

Training, 
ongoing support 
Each ScholarShop site 
receives training for its 
coordinators in the 
curriculum as well as 
program software and 
other resources. 

Ongoing technical sup­
port is also provided and 
materials are updated on 
a regular basis. A 
quarterly newsletter, 

coordinator and computer guides, and a col­
orful tabletop display are aU included. 

A variety of promotional materials — 
including t-shirts, certificates, and posters 
— are also available, and participating stu­
dents have the opportunity to compete for 
national scholarship awards. 

Mentors 
Employees of 
ScholarShop spon­
sors may be active 
partners in mak­
ing the program 
succeed. In partic­
ular, ScholarShop 
coordinators 
encourage com­
munity volunteers 
to work one-on-
one or with small 
groups of students, 

Educational incentives 
Service clubs, companies, or other sponsors 
may be recruited to provide scholarships 
that are reserved for payment upon enroll­
ment in a postsecondary program. 

These funds may be awarded to students 
on a competitive basis as they complete 
each module. They offer a motive for 
sticking with ScholarShop and create an 
expectation for students to continue their 
education beyond high school. 

Implementation 
ScholarShop is designed to be an integral part 
of a youth-ser\'ing agency's programming or 
existing mentor programs. Companies may 
also offer ScholarShop to employees' children. 

Schools with limited staff resources may 
find ScholarShop an attractive way to meet 
student needs — either in the classroom or 
as an extracurricular activity. And colleges 
and universities may find ScholarShop an 
important resource for summer enrichment 

programs. 

do better in school 
because of being in 

I" 

THE STUART M. KETCHUM YMCA in downtown Los Angeles is using its 

ScholarShop to serve students from several area schools. 

ScholarShop! 

Ahmed Abdullah, Age 14 
Boat Rock 

Public Housing Community 
Atlanta (GA) 



. . . is a program of Citizens' Scholarship 
Foundation of America, one of the nation's 

largest nonprofit student aid and 
education support organizations. 

For additional information, contact: 
ScholarShop National Office 

RO. Box 297 
St. Peter, M N 56082 

1-800-537-4180 

"I know of no product in the country that does 
as good a job of 'early intervention' as 
ScholarShop." 

Frank Burnett, Ed.D. 
Former Executive Director 

National Association of 
College Admissions Counselors 

CITIZENS' SCHOLARSHIP 
FOUNDATION of AMERICA 

A community-

based resource 

center for 

motivating 

and preparing 

students for 

postsecondary 

education 

DoUtiT^ for Scholar^' — Scitotanliiff Managcjucttt Sen'icc ScholarSliOf' 
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W I N D O W S T O S U C C E S S ® 

Today's educators, parents, and 
community leaders are all striving to 
motivate young people to achieve 
their ful l potential as students and as 
productive members of society. 

ScholarShop is 
helping to meet 
that challenge 
in communities 
as diverse as 
Burbank, 
Washington 
and Atlanta, 
Georgia. 

ScholarShop 
appeals to 
young people 
because it uses 
the latest com­
puter technology, 
has interesting 
and fun activi­
ties, and gets 
participants 
involved in their 
own communities. 

FORT WORTH Boys and Girls Clubs added ScholarShop to on already successful 
Talent Search program at four of its sites. 

Because each ScholarShop has a local 
partner, sites are conveniently located 
in schools, public housing projects, 
community centers, or youth-serving 
organizations like YMCAs or Boys 
and Girls Clubs. 

And 
ScholarShop 
produces 
results, 
making educa­
tion beyond 
high school a 
realistic goal 
for every stu­
dent who takes 
the initiative to 
get involved. 

"ScholarShop is a 
roadmap for adults 
who want to reach 
out to students." 

Robert A. Wilkins 
Executive Director 

Stuart M. Ketchum YMCA 
Los Angeles (CA) 
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Total Pages: 

LRM ID: MNB88 

TO: 

FROM: 

OMB CONTACT: 

SUBJECT: 

DEADLINE: 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington. D.C. 20503-0001 

Monday, December 8, 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

Legislative Liaison Officer - See Distribution below 

" ^ j ' j a n e t ' l ^ o ^ g i ^ ~ f f o i ^ ~ A s S i s t a n t Director for Legislative Reference 
Constance J. Bowers 
PHONE: (202)395-3803 FAX: (202)395-6148 
EDUCATION Report on the Administration's Student Aid Policy 

10:00 a.m. Thursday, December 11, 1997 

r. 
in accordance with 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: A copy of Rep. Sawyer's letter fol lows the draft response. 

piSTRIBUT|ON LIST 

AGENCIES: 
118-TREASURY - Richard S. Carro - (202) 622-0650 
61-JUSTICE - Andrew Fois - (202) 514-2141 

EOP: 
Barry White 
Wayne Upshaw 
Kathryn B. Stack 
S. A. Noe 
Timothy A. Rosado 
Robert M. Shireman 
Michael Cohen 
William R. Kincaid 
Daniel J . Chenok 
Daniel 1. Werfel 
Justine F. Rodriguez 
Randolph M. Lyon 
Edward M. Rea 
Beverly B. Thierwechter 
Winifred Y. Chang 
Thomas P. Stack 
Diana Fortuna 
Janet R. Forsgren 

James C. Murr 
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LRM ID: MNB88 SUBJECT: EDUCATION Report on the Administration's Student Aid Policy 

e oe t ; ;; 

RESPONSE TO 
LEGISLATIVE REFERRAL 

M~MORANDUM 

I II 5 

Ir your re&pon&e to this request for views is 5hort (e.g., concur/no comment), we prefer that you rer;pond by 
a-mall or by faxing ua this resr>on&e &heet. Ir the response Is short and you prefer to call, plo11so c11ll the 
branch-wide llne &hown bolow (NOT the analyst's line) to leave a message with a legislative assistant. 

You may also respond by: 
(1) calling the analyst/attorney"& 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 ahown above, 1md the subjec1 shown below. 

TO: 

FROM: 

Constance J. Bowers Phone: 396·3803 Fax: 395·6148 
Office of Management and Budget 
Branch-Wide Line Ito reach legislative aBSlstant): 395-7362 

ID11to) 

(Telephone) 

The followlng Is the response of our agency to your request for views on the above-captioned subject: 

Concur 

No Objection 

No Comment 

__ See proposed edits on pages .... -····---

FAX RETURN of pages, attached 10 this response shHt 
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56197 

J.lQnotablcr Thoma$ C. Sawyei­
Hollle of ~sentatives 
Wasbblgmn, DC 20:;1~ 

Dear Mr. Sawyer. 

FROM:DADE, J, P. 316 

,,..------~"---------

Thank you for your continued support of the Pre!lide.ut's education pnlieies ai1d for iailiing your 
concerns about student aid }lOlic.y to me. Af; you pointed out iu your letter. the Administration is 
committed to tbe continued improvement& in both thu PFEL and Dirci;1 Loan progrcum and 
ensuring that both prograrns provide the ~~ benefits ~d services pos..\'iblc to SlL\dcnrs aod 
Jcbool$. 

As part Of the President's Fiscal Year 199S budge~ the Administration introduced a number of 
proposals designed to s:treaJT1line and eimplify the FFEL p.rof,ram. lo part1cul1tr, tbc 
Administration propo~ed to restrucn.tJe the guatanty agen,:y system to address problems inherent 
in thu ounent system that p1 n<luce ineffii:tcccy, provide JX:tvi:rse Incentives, and cost taxpoyers 
rnore than necessary. In addition.. the Administration proposed a num l.~r of changes to the loa.n 
programs designed to provide better benefits to studemst including .reducing borrower origination 
fees, providini: new rep11yme111 options to FFEL bom:i~. illlprovi11~ lbe tenu.~ of FPEL 
consoUdation loans to be comparable to those- in Direct Low, snd red\lcing the frequency limit 
of inter.st cgpiralimtiori 011 most FFEJ ... Joans. These p1oposa1s are designed to ensure thal all 
students obtain equiveJcnt· benefits regerdles:, of the loan propm in whi~h tbeir scl.1001s 
participate. In many cases, the Administratiori 'g proposals improve benefit£ to studonts who 
borrow through the FFEI. prograru. 

We do no?. bc.li.;:vc that wiy of our reauthorization proposals will iDcreasei default rates C.'D student 
loans. In tact, some of e>ur proposals ltltluding lowering orieinntion fffli for student.1~ providing 
more :flexible repaynlent options 10 FfEL borrowers, nnd providing beuer incentivt-s for FFEL 
lende~ to colltct loa.n~. MC likely to reduce dofautt rates. 

As to your c.on~ru abuut tbe current law sl)lft in the interest rate index used to determine interi:st 
rates fo.r new student locms that is schedul~d 1.o take plac4' on July 1, l 99S. th"' Admin.i:st.t"Atiun 
believes that the scheduled change in tbe current law pwvides the best benefit to students. but we 
are opeu to other idens !l"egatding an interesr tfd:r. i.udt;X as Joog as they do not increa!1!!· coslS to 
students. Und~i both Congressional Budgel Office md Admlnistcation projt".ctir;m~ .. itudent-; in 
r•payment will be; btitt.1:1 uIT using '-tn imtnunent of comparable UUlttJrity plus oue perct:nt than 
the current indek of 91--day Treasury Bill plus 3.1 percent in both th~ short and Jong mrm. 

,. 
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Page 2 - Honorable Thomas Sawyer 

As you fUgge.Jte~ we are examinin& propasa!s that would allow both loan progrn.m~ to offer 
broader benefits to borrowers. lJnaer current law. FFEL lenders c:an offer lower interest rates 
even without rcQ.ard to hmTowe-.r repayment performance. ,Ne 6&J'CC lhAt these i~su~ must be 
looked at carefu1Jy to ensure that these incentives encourage the right kind of bt'.bavior. 

I look forward to working with you on these is:roes as they are di~cussed e.nd developed u part of 
reauthorization. 

Yours 5incerely, 

Richard W. Riley 
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·ifiOMAS C. $AWVEA 
• ,•TM DllT~li:T 

QHIQ. 

Congre1s of tl)e VtlnittD 6tates 
j!Jousr ot l\rpr~rntatibt~ 
Ba.~ington. me 20515-3514 

The Honorable Richard w. Riley 
Secretary of llduoation 
O.s. Department ot Education 
600 %nd•r•ndencQ Av•n~o, s.w. 
Washinqton, o.c. 2020~ 

Dea~ Mr. Secretary; 

' ... 
_-::-_, ... ! 

P. 5/6 

COMMERCE 

1UfCOMMUNUTl01115. """°"· 
AND tCINIUloO~ li'lll)tl c:'tlQH 

llNAlfCI AHi> ""2AllLVJ' 
M.1.,..llio.i.& 

~"'-''""' ANh Nlllll'ICl.otlON~ 

.DI 
: ~:'I v ., 

.. ..... 
. .-..... .-' ... --: .- . 

l am writinq to Q>epress my growing sanae of unease abou~ the 
development and ndmiriietration of studQnt t'inancial aid policy. 

A.- you know, I hav• bean a strong advocate of the 
Pr•sident's education policies in both the K-12 and pos~sacondary 
arcanila. l •upported the creation ot the Direct Loan Program in 
1993 because I firmly believe that fair ii?la llvel complt1tion 
could 1:mly benefit •choul& amt studeh~s. 

In my own community, ~he nearly two dozen poatseconaary 
inatitutiona are evanly divided between the FFEL and the Direct 
L•ndin9 P~og~ams. ~t is ~y understanding thnt their positive 
a>cperiancee hava been mir~ored nationwids. Both progra.ins have 
worked ~c·i•prov• services tor students ~nd schools. 
Technological. innovation has enhanced access to information about 
atud.~t\t •id and vastly impi-oveel the financial aid delivery system 
overall. 

1 know you agrQ• that a large measur~ of thia aucoesQ cnn ha 
ottl:'"iwt•'1 t.c;:i the 11upport of the•• proqrus by •f1'active public.­
private partnarship$. How~Vgr, I have he~~d from aom~ of th~ 
partner• who are concer,..d that the "truce" between the two 
p~ogram.A has not evolved into a meaningtui peace_ 

~ number of provisions in th~ AdJninist~ation's 1999 bua9e~ 
•ubmission, end several reauthoriz~tion concepts that have been 
ciroulated, hav• •e concerned t.hat we hav• ~ovad away fr02Jl our 
shared desire to maintain a Mlev*l-playinq•field" b9.twe•n the two 
programa. I am qrateful that the •Uthorizino Com~!~~·•~ oraftmd 
r•cono1i1at1on saving• that are well•balan~ed. /\ 

I\ 
z hava a!ao been caretully t.ollowin9 th• other Chanqe5 that 

have been proposed under the Direct Loan Program. r would be 
intHreate~ in hearin9 from you about wh•ther you have concerns 
tbat default rates may t'ise as a result of these a~ti.ona. 

WO I, C:.UTNll'" il'"le" .... lit.,,... Qit '4i!ll6-3011 
r=oiuo-•11110 

1•t• L~ Hc>ua1 Df.rn- a....,,._ 
w-"''""· DC ~•'-ti1& 

/ 
12ml~1 

41IWOU' ILl>6Er.f-AY 
ISun't. lO~ 

AnlQH. OH 44l 11-110li 
CIJOI 37&-5110 

TIX>t~1:."J ........... "\ 
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I am esp41i11cially conc•n~•d about the Ohari9e in the inte:reat. 
ind•x uaad to ~aloulat• i~~eroat ~et•• !or stu~ent loan~ that ie 
schedulQd to take play on July 1, 1998- I unde~stand that 
current conqrea:sional Bud-:iet Of':fice prgjec'tions 1thow that 
converting to the new index would save students lQOney over the 
life o~ t.he budget agr•UJAet1t. lloweVM.r- 1 a longer analy•i• of 
historic~l interaat rate fluctuations show• that •tud~nts would 
actually tare sliqhtly better ueinq the current ind•x. I ur9e 
you to work to t'ind a solution that would preserve th• hi11torioal 
SUCCA~8 Of f inan~i~q &tudont loans. 

I al~o urgA you to pursu~ p~oposals that allow both programs 
to continue to ofrer Qorrower benefits to students. These 
benefits rewa:r:d the kind of behavJur that we should @ncouraqe ---
9ettin9 students to pay their loans on time. Any incentive that-_ 
encou:r-aqes on ti111@ ~ayment of loaus, anel helps to reduce costs, 
should be preserved. 

I am deeply qratef'ul to the continuihc;t commitroar1t of t_h:.iti 
Admini•tratio1'! t:~ i11ap:rc:-ving education. I have enjoyed our 
rQlationship over tbe years and look forward to worxino with you 
on th• challanl.J• .... of oduea1:..i.on 1·•:torh\ ih the yeai-a. ahead. 

TCS/hs 

I 

Thomas c. sawyer 
Member of congress 
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PART G--GENERAL PROVISIONS 
Section-by-Section Analysis 

~tion 481. Section 481 of the brn would amend the definitions in section 481 of the 
Act. Section 481 ( l) of the bill would amend the definition of an institution of higher education 
in section 48l(a) of the Act, and section 481(4) of the bill would eliminate the definition of an 
"eligible program" in section 48l(e) of the Act to reflect the changes that would be made to the 
definition of an institution of higher education in proposed new section 10 l(a) of the Act by 
section lOl(b) uf the bill. In combination, these amendment!; are intended to clarify the 
definitions and to move more of the definition of an institution of higher education for purposes 
of Title IV of the Act. currently in section 48l(a) of the Act, tu pH>po:s~ new section lOl(a), so 
that the interrelatiori!llhiti of the two definitions is more easily understood and to eliminate 
duplicative provisions. 

Section 481 ( 1) of the bill would also specify that an institution located outside of the 
United States would not meet the definition of an institution of higher education Lu ilie extent that 

it offers any distance leaming proeram or courses. It is very difficult to monitor foreign 
institutions for their compliance with the requirements of the FFEL program (the only title IV 
program in which these institutiuns may pmticipa.tc), and the potential for ab\lie is p111rt.icularly 
iireat in the developing area of distance learning. Given the monitoring difficulties and high risk 
for program abuse, it would not be an effective use of the Uepartment's resources tu ~nuit U.S. 
students enrolled in foreisn instit11tion1' tC> borrow FFELs for distance learning programs or 
courses offered by those institutions. Other changes to the treatment of foreign institutions are 
proposed ;n sections _, _, Clml _ of the bill. 

Section 481 ( l) of the bill would also update and modify the limitations on w1 il1$titutio11' s 
eligibility to participate in the title JV programs in sections 48l(a)(3)(A) and (B) of the Act. 
Under cuzrent law, an instimtion does not qualify as eligible to participate in the Title IV 
programs if, for the lates1 compleU: llWl!l.l'd year, more thtin 50% of the institution's course~ were 
correspondence courses unless the institution meets the definition of a technical institute or 
vocational school under section 521(4)(C) of the Carl D. Perkins Vocational and Applied 
Technology Educotion Act. In addition. ~n iT'l~titution does not qualify as eliiible to participate 
in the title IV programs if it enrolls 50 percent or more of its students in conespondencc coW"Ses, 
unless the Secretary waives the applicability of Lhi:; limitation to mi institution that provides a 
2-year or 4-year pro!n'am of instruction for which the institution awards an associate or 
baccalaureate degree. 

Section 481(1) of the bill would:.1) update the references in sections 48l(a)(3)(A) and 
(B) ofth.e Act from correspondence courses to distance learning (as definctl iu proposed new 
5ection 48l(c) and rH~cus~ed below); 2) eliminate the never-used exception for institutions that 
meet the Perkins Act definition; and 3) modify the current law limitations so that an institution 
that offered more lhau .SO perctnt of its courses through distance learning, or enrnlled 50 percent 
or more of its students in distance learning, would not be eligible to participate in the title IV 
programs unless the institution provides at least a :l-year or 4-year program of iwstruction for 
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which the institution awards an associate or baccalaureate degree. 

Although many fonns of title rv student financial assistance were initially available for 
students in "correspondence courses," there were several instanees of nuLOriou:s program abuse in 
Lhe 1970 • s and 1980' s at institutions (primarily proprietary institutions) that offered 
correspondence programs. As a result, statutory and regulatory restrictions on the amount of aid 
students could receive to fund study by correspondence increased over time, And in 1992, the 
restrictions in sections 48l(a)(3)(A) and (B) were added to the Act. The proposed amendmen~ 
to these provisions would pennit some institutions to have greater flexibility in impltmenting 
distance learning programs, while retai.n;ne appropriate safeguards by limiting the distance 
learning offerings of institutions that do not have degree-granting programs. 

Ser:t1on. 481 (2) of the bill would amend the definition of a proprietary institution of higher 
education in section 48l(b) of the Act. The revised definition would include proprietary 
institutiuw; Uiat offer degree programs as well as training to rrepared students for gainful 
employment, and would cross·reference the revised definition of an institution of higher 
education in proposed new section lOl(a) of the Act (other lLau the requirement that the 
institutinn he a public or private nonprofit institution). 

lu addition, section 481 (b) of the Act, 8.i amendecl, would continue the current so.called 
"85-15" requirement that a proprietary institution could not receive more than 85 percent of its 
revenues from title IV. Finally, section 481(2) of the bill would 8lllcnd section 481(b) ofthe Act 
to iilc-.lnne within the definition a postsecondacy educational institution that changes from a 
proprietary institution to a nonprofit institution, for a period of at least two complete fiscal years 
following the chang~. TI1is a.m~ndment is designed to deter an institution frnm circwnventing 
the 85/15 requirement by switching its status from for~profit to nonprofit. 

Next, current section 481 ( r.) of the Act. which contains a definition of a Hpostsecondary 
vocational institution," would be eliminated by section 481(3) of the bill. As a result, 
community colleges offering short-tenn prognuns would no longer be subject to a two-year 
waiting period for eligibility to participate in title IV programs. We understand that this 
requirement was not intended to apply to State-supported institutions. 

In its place, "distance learning•• would be defined in proposed new section 481 ( c) of the 
Act as an educational process that is characteri.zOO by L.hc scpmation, in time or place, between 
;nstructor and student. or among students. Distance learning could include courses offered 
principally through the use of: television, audio, or computer tranSmission, such as open 
bru~u~ast, closed circuit, c!lble, microwave, or satellite 1rlm~m1s~ion; audio or computer 
conferencing; video cassettes or discs; or correspondence. Distance leamin& makes higher 
education more accessible by freeing the student, who is now often faced with balancing 
education, work and family commhmentc;m. from time and place constraints. 

Federal student ftnancial ~si:;taucc is currently gcll.fed toward the more tradition~t. 

2 
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classroom·bascd delivery of postsecondary education. As alternative forms of posLsc:~ondary 
education Jdi very evolve, the delivery of 5tudent financial aid must keep pace, through the use 
of flexible and innovative policies and procedures. The amendments proposed in this bill are 
intended as a first step in accommodating the growius demand for, and developing technn\ogy 
of, deliveririe; riostsecondary education through distance learning, while providing adequate 
safeguards against program abuse in this new, and hard·to-monitor, area. As our knowlt:u~i;: of 
distance lt:i:aming incrcGScs, we 'Will be able to do more to ensure that distance learners will have 
the same level of access to student financial assistance u campus-based learners. 

Section 482. Section 482 of the bill would amend the '•Master Calendar~~ provisions in 
section 482 of the Act. Section 482( 1) of the bill would amend section 482(a) of the Act to 
eliminalc: u1.1ldatcd references to multiple data entry, in C".onfonnance with the changes proposed 
in section 483 of the bill, and would clarify that the dates specified in that provision pertain only 
to the development and distribution of Federal student aid forms. 

Section 482(2) of the bill would amend section 482(c) of the Act, which currently 
requires that the I.ht: Se~1~ must publish any resutations affecting the Federal student 
assistance programs by December 1 in order for those regulations to be applicable to the 
following award year. Section 482(c) of the Act would be amended by: 1) li.uuting the 
applicability of the master cAlendar provisions in section 482(c) to regulations governing the 
calculation of awards and the delivery of funds to students, such as regulations governing 
student conswner disclosures, sluJ..-:ut eligibility, need analysis, cost of attendance, dP.tennination 
of award amounts, and delivery of fimds to students; 2) moving the publication deadline from 
December 1toNovember1; and 3) authorizing the Secretary to designate regulatory pruvi:;ion.s 
that institutions or other entities may choose to implement before the otherwise applicable 
effective date. These changes would provide the Secretary and program participants with greater 
flexibility, as weU as more lead time, in implementing regulations. 

&ction 483. Section 483 of the bill would amend section 483 of the Act to reflect the 
amended section's broader focus, which would indnne provisions relating to technological 
development, as well as provisions relating to the production and processing of the student 
financial aid application torm. 

First, section 483(a) of the Act would be amended to clarify that the common financial 
aid repurliu~ form produced, distributed and processed by the Sec:retAey may include an 

electronic application process, and may be used as a FFEL application. The Secretary is not 
planning to use the common form as a FFEL application in the immediate futl.JI"t=, bul lhe 
authority for this use mould bP. included in the statute now so that the Secretary may exercise it 
when the Department's use of technology in the student aid delivery system makes it appropriate 
to do so. Section 483(a) of the Act wowJ iilso be clarified by specifying that the common form i~ 
used to determine the expected family contribution and, if appropriate, cost of attendance of a 
student seeking financial assistance. 

3 
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New section 483(a) of the bill would eliminate the current reference to eight, nuu.fi.mmcial 
data items that the:= S¢eretary may include on the common form, that are selected in consultation 
with the States to assist the States in awarding State student financial assistance. Instead, no 
specific number or limitation to ''noniinancial" data items wuuld be included in the amended 
:section '1U(a)(l} of the A~t; the data items to be selected in consultation with the States would 
be those that the Secretary determines are appropriate for iDc:lusion. A conforming change would 
also be made to section 483(1:1.)(l) of the Act to eliminate a reference to ::i Pell Grant provision 
that would be eliminated in section_ of the bill. 

Next, section 483(a)(3) ofthr. Act would be amended to make some minor stylistic 
changes and to add a new subparagraph (B) to provide that the Secretary shall provide the data 
collected on the common form to a Stat~ uuly if, in determining ti student's need for State 
financial ~istance. the State does not use a data collection form or process for which a student 
(or the student's parents) is charged a fee that is payable to an entity other than the State. This 
pru' i~i.on i5 ba.sed on o. requirement under the current State Student Incentive Grant program. 
That program is proposed for repeal in section_ of the bill, but this particular provision should 
be continued in order to ensure that private entities art= nul profiting from the provision of State 
fi.nanci~l a.id to students. 

Sc:4.:liuu 483(a)(4) of the Act would be amended to eliminate the requirement that the 
..; Secret.a~, to the extent practicable, enter into not less than five contracts for processing the 

common reporting form. This five contract requirement is artificiw tWl.l wlllcccssary 
micromanagement; rhe Secretary enters into contracts as needed to meet the needs of the 
Department and its customers. 

Section 483(a)(5) of the Act would be amended to eliminate outdated references to the 
multiple data entry process, to focus on the Secretary's ownership of the data coUcc.:led under 
section 483 of the Act, and to en~ure that any entity, not just a contractor, that is using or 
processing this data is subject to the requirements of proposed new section 483(a)(5) of the Act. 
These entities would be require:=u Lu &tJherc to all editing, processing, and reporting re.quiTPment~ 
establihsed by the Secretary to ensure consistency' and would be prohibited from entering into 
arrangements to sell or share the data. 

Section 483(a)(6) of the Act would be amended to eliminate the outdated requirement 
that the Secretary ret.mburse all contractors at prclk\~1111.incd rates. lnstco.d, this provision of the 
Act would permit the Secretary to reimburse institutions, or third-party servicers for institutions, 
for filing electronic applications, reapplications, or corrections. 

Section 483(a)(2) of the bill would amend section 483(b)(l) of the Act to reflect that the 
Secretary~ developed the stream.lined reapplication for and pru\:c;:ll'S 1equircd wtdcr current lo.w, 
and add thf! requirement that institutions must use this process now that it has been developed. 

Section 483(d)(.3) of the bill would up®te a reference, in section 4Sr1(c) of the Act. to the 
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House Committee on Education and the Workiorce. 

Section 483(a)(4) of the bill would eliminate sections 483(e) and (f) of the Act. Section 
483(e) of the Act currently requires that tWY title IV financial Bid application indune the name. 
sign:.n1re, and other information regarding the preparer of the application. The vast majority of 
students either leave this section of the form blank, or provide erroneous infonnation, so 11.Us 
requin:mi;;ut is oflittlc, if nny, value. Section 48J(f) nfthe Act currently contains an outdated 
cross-reference. 

Section 483(a)(5) of the bill would add new subsections (e), (f), (g), and (b) to section 
483 of the Act. Proposed new section 483(e) of the Act would require the use of a promissory 
note applicablt= Lu more than one o.codcmic )'41lBr, or type ofloen, or hoth, for title IV loans made 
for periods of enrollment beginning on or after July 1, 2000, unless the Secretary determines that 
a later implementation date is required to ensure that the necessary lechnolo~y is il1 place. The 
Secretary would also be 111nthnrized to develop and test the use of this new promissory note on a 
pilot basis. Students would continue to be subject to annual loan limits and eligibility 
requirements and would be required to reafftrm their J..::;in: to borrow either in writing or 
electronically every year. This change will eliminate the burden on schools of handling paper 
promissory notes annually. Tue proposal will result in faster loan processing. implementation of 
a multi-year note will result in reduced adminirn~tive hurden on the Department, cost savings for 
the federal government, and is a step towards the implementation of Project EASI. 

Proposed new section 483(f) of the Act would require the Secretary to verify infonnation 
reported on the aid application fonn by the student, the student's spouse (if any, in the case of an 
independent student) or the $tudent's parents (in the ca.~ of a dependent student) by use of 
Federal income tax return information related to the information reported on the aid application 
form. The income tax return information would be limit.W to: taxpayer identity information, 
taxpayer fili.ni status. ad:iusted gross income, and the amount of Federal taxes paid. The 
Secretary would also be authorized to require the names and social security numbers ot the 
:;ludent's pments (in the case of 11 dependent student) and of i:1 ~tudent's spouse (if any, in the case 
of an independent student), and would be authorized to use the Federal tax return information 
directly in the aid application process as well. If the Federal UlX re:: Lum .i.ufom1ation is unnvo.ila.ble 
or does nnt rea.~nably reflect the individual's income, the Secretary would be required to seek 
additional documentation in order to verify the infonnation reported on the aid application fonn. 
Section 483(b) of ihe bill would make compamble changes to the disclosmre provisions of the 
Internal Revenue Code (IRC) of 1986. 

The need analysis methodologies rely heavily on Federal tax return infonnation to 
compute a student's expected family contribution (EFC), but the applicant's infonnation is self. 
reported. The CWTCnt system uf :i..:lf·1·epo11cd information is subject to error, and the D~artmr-nt 
has imposed a necessarily burdensome verification process on srudents, their families, and 
institutions in order to reduce error in the data used to determine students' EFCs. Under 
proposed new section 483(f) and the reh•tP.ci lRC amendments. the Secretary would no longer 
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need to require that a student, his or her spouse, and his or her parents, pru "ide copies of their tax 
returns to the student's institution fnr review to detennine that the application information is 
accurate. Moreover, the amendments would provide for verification of the tax return information 
of 100 percent of all federal cax filing tipvlicmts. The curTent verification sy5tem Arldresses only 
enor and does not address potential fraud. The proposed amendments would not only eliminate 
the need for a separate verification process but would allow the Secretary to receive tht: 
infunuation directly from the IRS into the applicAtinn processing system and, thus, also eliminate 
the burden of collecting this same data from the student and the student's parents. 

Propo~ed new section 483(g) of the Act would authorize the Secretary to waive or modify 
through regulation any statutory requirement regarding the aid application and delivery 
processes. if th~ Secrc:tuy dctcnnincs that the waiver or modific:lllrlnn would better meet the 
needs of students and program participants. and allow the Department to employ up-to-date 
technology and business practices. The Secretary would be required lu 1.:uu:sult with 
representatives of 5tudents. institutions of higher education, and other entities involved in the aid 
application and delivery processes prior to exercising this authority. The Secretary is often 
unable to take new appro111.:l11::i; to the financial aid delivery system as a result of srtat11tory 
lan$tuaae which fails to take into account innovations in technology and business processes. This 
authority will facilitate the Secretary's efforts to reengineer the student aid delivery syst~m by 
givins him additional flexibility in delivering the student financial assistance programs. 

J'roposed new section 483(h) Qf 1.h~ Act would authorize the Secretary to pay charges 
necessary to obtain essential data. By being able to pay entities for providing essential data, e.e.., 
applicant data and data corrections by institutions, the Secretary would be able to encourage and 
provide support for the continued expaMion of the 1Lc;e of electronic processes in the delivery of 
student aid. 

~on 484. Section 484 of the bill would make a number of changes to the student 
eligibility provisions in section 484 of the Act. First, sections 484(1) and (2) of the bill would 
update cros:s referenC(:s in sections '184(b)(2) and (d) of the Act. Next. section 484(3) of the ibll 
would eliminate seciton 484(e) of the Act, which cUtTently permits an eligible institution to 
certify student eligibility for a J:'Ft:;L to completing the review fur li~'"1.11acy of the information 
mbmittP.n hy the applicant, if certain conditions are met. An institution should not certify an 
FFEL loan application wiless it believes that all the information on the application is accurate. 
This provision uf cw·1·ent lAw is attempting to address the issue of verift.eation, not certification. 
[and the Secretary already permits an institution to certify a loan application while a srudent is 
undergoing verification.?] Section 484( e) of the Act is unnecessary. 

Section 484(4) of the bill would amend section 484(£)(1) of the Act, which currently states 
that a student is ineligible to receive any title IV grant, loan. or work assistance if the eligible 
institution determines that the sLui.lc;:ut f1audulcntly borrowed in vioh1tion of the annual FFEL. 
Direct Loan, or Perk.ins Loan limits in the same academic year, or if the student fraudulently 
borrowed in excess of the aggregate maximum loan limits for any otthese loan programs. 
Soction 48-1 ( '1) of the bill would eliminatt. the reference to .. fraudulently" in section 484(f)(1) of 

6 

l'1J UUi 



12/02197 TITE 16: 32 FA! ---- -

the Act. Without this amendment, the current provision has little practical c:ITect, since it is 
highly unlikely that on institu.tion will be able to prove that a student "fraudulently" borrowed 
more than he or she was entitled to borrow for a year or in the aggregate. That is, the institution 
will be unlikely to be able to prove that the stuUt:ut kno'\\ingly ond willfully obtained fonds in 
that manner. Moreo,·er. it is highly un1ikely that the institution will be able to make that 
determination with.in the same year, in time for this provision to have an unpact. The studenL 
would still be prut.c:ctcd by section 484(t)(2) of the Act, 1mrl would not lose eligibiliyt for an 
inadvertent violation of loan limits, provided that the student repaid the amounts borrowed in 
excess of those limits. 

Section 484(5) of the bill would eliminate sections 484(k), (1). and (o) of the Act. Section 
484l'k) of the Act sets oul tL ~pecial rule for student eligibility while enrolleCI in correspondence 
courses, and section 484(1) of the Act sets out the student eligibility rules pertaining to 
telecommunications courses. Both provisions would be superseded by the clefiniLiu11 of disw:ice 
lcoming in proposed new section 4Rl(c) nfthe Act. Section 484(0) of the Act currently states 
that a student may receive title IV assistance while in a program of study abroad approved for 
credit by the student's home institution. Thl:; prnvil5ion he.s never been needed; students enroll~rl 
in study abroad programs have always been eligible for student aid. Moreover, section 484(a)(l) 
of the Act contains sufficient authority to ensure eligibility for title l V assistance for students 
enrolled in o. study abroad program. 

Finally, section 484(6) of the bill would red~ilP1ate sections 484(Ill), (n), and (F) of the Act 
a1:; sections 484(1), (m), and (n) of the Act, to conform with the elimination of the subsections 
described above. 

Section 48.5. Section 485 of the bill would make some minor clarifications to section 484A 
of the Act, and add new subsections {c) and (d) to that provision. Proposed n~ section 484A(c) 

of the Act would ipP.~ify that a United St.ates Attorney may register with the Federal courts for 
enforcement any State court judgment that is obtained to collect on a student loan (or grant 
overpayment) obli&ation that is w;sigu~d or tuansfcrrcd to the Secretary. Guaranty agenciei haw~ 

assigned several million defaulted FFELs to the Secretary, and have in many instances secured 
State court judgments. These judgments offer little benefit to the Federal taxpayer unless the 
judpcnts can be simply and expeditiously enfcrc.P.rl hy the Department of Justice. This 
provision would eliminate the need for new litigation and expedite the recovery process. It 
replicates the highly successful effon of the HEAL pru¥aam, which similorly cn3W'es that State 
courtjudaments obtained by its lenders are quickly enforceable as Federal judgments by the 
United States Attorney's offices. 

Proposed new section 484A(d) of the Act would expressly provide that ~maged" documents, 
including promissory notes and repayment agreem1:n~1 wuuld be admissible a.nd enforceable, and 
could substitute for the original document. Cummtly, FFEL lenders and the Direct Loan servicer 
use optical imagini technology to maintain most records required for the loan programs. 
Although courts lldmit imaged promissory notes into P.vidence under the Business Records 
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Exemption to the Best Evidence Rule and enforce these documents, there are no repurlt:d court 
decisions specifi..,ally ~ddrcssing the issue of admi~~ihility and enforceability of electronically 
imaged contracts, and only a few states have statutes addressing this issue. This amendment 
would provide much needed clanty regarding the WilW ufthcse technological advancement~ in 
recordkeeping. Use of optically imafl;ed docwnents would save significant costs and resources 
for the Department and lenders, and is consistent with the Department's development of a fully 
electronic ftmmdtll a.id :system thnt would speed the delivery of funds. 

~ction 486. Section 486(a) ot"the bill would comph:u:ly 1ewritc section 484B of the Act 
pertaining to refonds. Section 484B of the Act cwrently requires all panicipating institutions to 
have a fair and equitable refund policy, under which the institution returns unearned charges to 
the sources of stutkut llid, in the order spec:ified by statute, and thP. qrucient when the student 
ceases attendance at the institution. The current law defines a fait and equitable refund policy as 
one that provides a refund of at least the larger amount calculated under requirements of State 
la.w, under any approved refund standards established by the instirution's accrediting agency, or 
under the pro rata refund calculation prescribed in section 484B. Proposed new section 484B of 
the Act would replace thiS approach with provisions ili"-1. apply only to the rctum of title IV grant 
l'lnd loan funds. and would be linked to the disbursement schedule for those funds. 

Proposed new section -181B of the Act would pre:c:crihe in statute a schedule that would be 
used to determine the amount of Title IV aid a student has earned when he or she ceases 
attendance (in ettect, a retroactive disbursemenl :s~ht:dule that is applied when a. student ceases 
attendance) without refl;ard to the actual costS incurred to the student. This title IV requirement 
would focus on the amount the student earned from title IV sources only, and, apart from some 
minimum lcvcb of consumer protection proposed in rrovisions relating to withdrawals by first­
time students in the first two weeks of the payment period (discussed below), and to the 
requirement that all recognized accrediting agen1.:it::s have il1 plAce fair and cquimble refund 
policies (in proposed new section _ of the Act, as added by title I of the bill), title IV 
requirements would not control the institution's overall refund policy. 

Proposed new section 484B was developed after consideration of the feedback received from 
focus group meetlllgs with the financial aid cunliuw.Uty on the current refund requiremenu, 
which are viewed by the financial aid community as burdensome, complicated, and unfair. This 
simplified, title IV "'Only approach would be easier for institutions to implement, easier for a 
~udent to understand, and easier for the Departml!!nt tn monitor than the current requirements. 
Proposed new section 484 B of the Act would appropriately balance the needs of institutions, 
states, and accreclitmg agencies with the lmcresLs uf Llu:: t.axpayc:r and the need to provide a basic 
level of consumer protection for students. 

Proposed new section '18'1B(a)(l) of the Act woulct ~et. nut the general rule for the return of 
title IV grant or loan assistance if a student (other than a first-time student in the first two weeks 
of the payment period) withdraws from, or otherv.ise ftiil:; LO complete, a payment period 
(defined at 34 CFR 668.4. and where possible based on the traditional intervals in an academic 
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year, such as the semester, trimester, or quarter). This provision would require Lh~l any title IV 
granL or loan usistance, other than the amotlnt nf such assistance that is "earned" by the student 
as of his or her last date of attendance, be returned to its title IV source in the order specified in 
proposed new sections 484 li( c )(2) and (3) of the Ar..:l. 

Proposed new section 484B(a)(2) of the Act would specify the way in which the amown of 
grant or loan assisuulce "earned" by the student would be cak.nh1t.ed. First. the percentage of 
arant or loan assistance provided under this title that bu been earned by the student would be 
determined. That percentage would equal the percentage of the piiy mtut period completed '1S of 
the student's last date "'Attendance, if that date occurs before the completion of more than 60 
percent of the payment period; after the 60% point in the payment period, a student would earn 
100% of the title 1 V funds. After determining the: p<:l"cc:nto.gc of title IV grant or loan assistance 
that ha.~ been earned by the student, that percentage would be applied to the total amount of title 
grant or loan assistance that was disbursed, or that could have been disbursed to the mident for 
the: ~ymcmt period, as of his or her last date of attendance. As cie"cribed in proposed new 
section 484B(aX3) of the Act, if the student received less grant or loan assistance than the 
percentage earned, the difference would be disbursed to the studwl, um:ler cWTcnt regulations 
pertaining tn 1ate disbursements. If the student received more grant or loan assistance than the 
percentage earned. these excess funds would be required to be returned by the institution or the 
student, or boL.h, in accordance with proposed new section 484B(c) of thP. Act, diM:ussed below. 

Proposed new section 484B(b) of the Act would contain the return of funds requiremc:uL:; 
relating to a first-time student, which would be defined as a student who had not previously 
attended at )east one class at the institution, or had received a full refund for previous attendance 
at the institution. A studenl wu1,1.ld continue to be considered 11 first-time student until he or she 
withdrew after attending at least one class at the institution, or completed the payment period. 
These requirements would apply in lieu of the calculation in proposed new section 484B(a), ~ 
well as any applicable refonci riolicy of the institution. and are intended to provide a two-week 
••cooling-off' period for first-time students. 

If a first ~time student withdraws within the first two weeks of the payment period, the 
institution would be required to cancel all institutional charges to the student, other than w1 

optional administrative fee nfnJ,') to $100, as well as charges for meals conswned by the student 
prior to his or her last date of attendance. The institution and the student would be required to 
return all funds rcceivt:u fur institutional charges or other educational expenses for the payment 
period to the sources of these funds, other than the institution's administrative fee and meal 
charges, and up to $100 in title IV ftmds in excess ot' institutional charges that the student wulu 
retain as a partial offiet Ag~in~ other costs of attendance (for example, the purchase of books and 
supplies that could not be returned). 

Proposed new section 484B(c)(1) would require an institution to return excess funds (as 
calculated under proposed new section 484B(a)), up to the amount of institutional charges 
assessed the student. If the institution'~ applicable refund policy provides for a larger amowit to 
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be refunded than the excess title IV fimds to be returned, the institution woulr.l ~ required to 
provide the difference to the student. 

Proposed new section 484B(t)(l) of the Act woulr.l st:L out the student's respoDSibility to 
return, to their title lV ~ources, any excess funds remaining after the institution has returned the 
amount is required to retwn under proposed new section 484B(c)(1) of the Act. 

Proposed new section 484 B( c )(3) of the Act would specify the order of return of excess 
funds by an institution or the student, as the case may be, and would replace= Lhe order of 
return of refunds currently in ~rt.ion 485(a)OXF) of the Act. Under current law, a refund of 
unearned funds charged to a title IV recipient is to be returned in the following order: 1) the 
tiUe 1 V loan programs (order ::!Jx:'-=ified by statute and regulation), 2) the title IV grant 
programs (order specified by statute), 3) any other title IV progra."lls, 4) other Federal, State, 
private, institutional aid sources and 5) the student. Proposed section 484B(c)(2) uf the Att 
would require institutions to return excess funds to title IV programs in the following order: 
1) unsubsidized FFELs; 2) subsidized FFELs; 3) PLUS Loans wider the FFEL program; 4) 
unsubsidized Direct Loans; 5) ~ubsidizcd Direct Loons; 6) PLUS Loans under the Direct 
Loan program; 7) Federal Perkins Loans; 8) Federal Supplemental Educational Opportunity 
Grants; 9) Federal Pell Grants; and 10) any other title 1 V program. The order of relum vf 
funds would no longer includP. fnnds from sources other than title IV. 

Proposed new section 484B( d) of the Act would define "'last date of attendanc~" for 
purposes of this provision as the date that the student last attended the institution for 
academic purposes, or participated in an academically related activity, as defini=u by the 
Secretary (cU?Tent guidanee on this issue includes examples of academically related activity 
such as taking an examination, or meeting with a faculty member). and would describe 
students' and institutions' rt::;_pomibilities concerning the last date of attendance. Since the 
last date of attendance is critical to the determination of the percentage of the payment period 
that the student completed, as well as the calculation of the amount of grant or loc:w t\:;:sbtai1cc 

that the student earned, the smdent, who is in the best position to know this date and who is 
the beneficiary of the grant and loan assistance, would be required to provide the institution 
that he or she anend:s wrillen notification of his or her withdrawal, including his or her la.~t 
date of attendance. If the student fails to provide this official, written notification to the 
institution, the student would not earn any grant or loan assistance, and all such ~:si:sLwc~ 
would be required to he remmed by either the institution or the student, or both, in 
accordance with proposed new section 4848( c). However, if the institution has in place, and 
adheres to, a written policy for documenting attendance, and does document a lest d:iite nf 
attendance for the student, a student who did not provide written notification of his or her 
withdrawal to the institution may still cam grant and loan assistance under this prupu:sc:u uew 
section. In addition. e-.Ach p;irtic;pating institution would also be required, for each payment 
period, to identify to the Secretary each student who has unofficially withdrawn from the 
institution. 
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Proposed new section 484B(e) would specify how, for purposes of the calculation of \.he 

amount of grant or loan assistance etuned by a student under this provision, the "percentage 
of the payment period completed" would be determined. If a program is meiSW'ed in credit 
hours, the percentage would be determined by dividing \he total number of days comprising 
the payment perioc\ into the number of days completed in that period as of the student's last 
date of atteDdance. If a program is measured in clock hours, the percentage would be 
detennined by dividing the touu number of clock hours comrrising the payment period into 
the number of clock hours completed by the student in that payment period as of the student's 
last date of attendance. If a program consists of distance lc=w-wus, the percentage would be 
determined in aC'.cordance with regulations prescribed by the Secretary. Distance learning is 
an evolving means of delivering education, and until more is learned about this developing 
area of technology and iu impcicc on the title IV programs, the Secretary nee.cti:i R greater 
dei?ee of flexibility in this area in order to ensure accowitability. 

Section 486(b)(l) of the bill would rP.vise the conswner information requirements in 
section 485(a)(l)(F) of the Act to require an institution participating in title IV to disclose to 
prospective and enrolled students: 1) ucl.&lib of the refund policy of the institution, and any 
other refund policy with which the institution is required to comply; 2) the requirements for 
the return of title IV 8.§istance if the student did not begin attendance at the institution; and 
3) Lhc n:quircm~nts under proposed new section 484B of thP. Act for the return of title IV 
grant or loan assistance when a student ceases or does not begin attendance at an institution, 
including a specific statement intorming the student of his or her li~1ts u n first time student 
under propnsed new section 484B(b) of the Act as well as his or her responsibility to provide 
a written notification of withdrawal and a last date of attendance to the institution, and the 
consequences to the slwlt:ut af failing to do sc. These changes would ensUtt that lil ~tudent 

would be well informed about the manner in which the amount of title IV grant or loan funds 
to be returned is calculated, as well as any other applicable refund proceaures, so that he or 
she will be better able to evaluate the c.on~equences of withdrawina from school, and the 
consequences of not providing a written notification of withdrawal and last date of attendance 
to the institution. 

Finally, section 486{b)(2) of the bill would update a cross-reterence in section 48~(f)(l)(I) 
of the Act, in order to reflect the chansP.~ made in title I of the bill. 

Section 487. Section 487 of the bill would BJilcnd section 48S(b) of the Act to permit an 
eligible institution to provide the exit counseling required by that provision electronically, in 
accordance with any conditions on the use of electronic exit counseling that the Secretary 
meiy specify. This provision would permit in~titutions to take advantage of developing 
technology and create computer programs that would individualize exh counseling and allow 
students to receive counseling at their conveni~i.:~. lustitutions would continue to provide 
all required information to students, but would no longer be required to provide this 
information in person if the counseling is done electronically. 

11 

~012 



12102197 TUE 16:36 FAX 
---·- -

Section 488. Section 488 of1he bill would amend section 487 of the Act to t:liruina.te 
outdatw n:fen:nces to State postsecondary review entities. to correct an erroneous cross­
reference and to make some minor stylistic changes, and to conform the penalty provisions 
applicable to institutions with the penalty provisions in lhi: FFEL program, 11S amended by 
section_ of the hill. In addition. under proposed new section 487(c)(l)(A)(iii), the 
Secretary would specify in regulation the requirements for the submission of financial and 
compliance 1:1.uuib by a foreign institution. It is anticipated that at least some forei~n 
institutions would be required to submit audits less frequently than annually, as is cUJTently 
required for most participating institutions, because the vasL wujodty of foreign institutions 
only minimally p~rticipate in the FFEL pro~am (either the institutions only participate to the 
extent that attendance at the institution qualifie$ a FFEL borrower for an in-school determent, 
or have very low lc.uw volumes), and the Department has encountered !\ubstantial 
administrative difficulty in its effort to certify and monitor all foreign schools in the same 
manner as all other Title IV schools. Problems in cenifylng and moniLuriu~ foreign 
instiNtions include thP. dHliculty in evaluating: institutional financial strength that is 
expressed in foreign currencies, as well as the myriad complications inherent in monitoring 
schools on foreign soil. Thi: Department believes tlult the cost5 and resources neec1ect to fully 
monitor these schools that have, over time, posed limited problems with respect to title IV 
compliance, can be better spent elsewhere. 

Section 489. Section 489 of the bill would amend section 487A of the Act in three 
principal respects. flrst, the section would be rcLiLk:d Alternative Programs for Management 
Improvement. and the two types of programs authorized by 1he section -the Quality 
Assurance Program and Experimental Sites --would be treated in separate subsections. 

Second, section 487A(a) of the Act would be amended to expand the scope of the Quality 
Assurance Program, in order to pennit participating lnstiLuLiuu.:> to develop and implement 
mo.rP. ~omprehensive. individualized. management systems to enhance program integrity in 
their delivery of stUdent financial aid. These systems could include, but would not be limited 
to, pro1.:~:s::;w~ and disbursement of student fi.nancial aid, verification of qfudent financial aid 
application data, and related student services. The Secretary would be authorized to exempt 
participating institutions from any title IV statutory or regulator)· requirements that were 
o.ddressed by the institution's co:mrrehensive InallAiemcnt system and to substitute such 
quality assurance requirements as the Secretary deemed necessary to ensure accountability 
and compliance with the purposes uf lht: Litle IV prognms. 

Finally, section 487 A(b) of the Act would be amended to expand the scope of the 
Secmary's authority to test the impact and effer.rivene~s of proposed reg:ulations or new 
management initiatives through the use of experimental sites. In addition to institutions of 
higher education that are participating in the title IV pro~us, guaranty agencies and lenders 
would also be permitted to participate as experimental sites under section 487A(b) as 
amended. The Secretary would be authorized to exempt participating institutions, guaranty 
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agencies and lenders serving as experimental sites from any title IV starutory ur regulatory 
requlrcmenlh Lhat would bias the results of these experiments in student aid administration. 

Section 490. Section 4YO of the bill woulu rc:designatc section '1878 of the Ac1 i:i~ ~ection 
487C of the Act. and insert a new section 487B. Proposed new section 4878 of the Act 
would authorize the Secretary to implement by regulation a system of oversight of the ntl~ IV 
student finandtil ald programs, bw;ed on the performance of institutions in administering 
those programs and the financial strength of those institutions. As a part of that system, 
Secretary would be authorized to WaiVC or modify any title: IV statutory or rcguhitory 
requirements, that relate to an institution's administration of student financial aid programs. 
However, the Secretary could provide such a waiver or modification only upon a 
detennlnation, based uu uic institution's performance in administerine tho~ programs and its 
financial strength, that the waiver or modification would pose no substantial threat to 
program integrity. 

Section 491. Sections 491(1) and(4) of the bill would add a new subsection (e) to 
section 488A of the Act that would clarify that sW.Oent fillli11Cial anistancc is subject to 
gamish.ment or attachment in order to satisfy any debt that is not directly related to the 
student's attendance at an institution of higher education. There have been numerous 
attempts by private creditors of sl.Wc:uts to attach or garnish student aid fund, held by~ 
school for a student. In the typical case, a creditor (such as a landlord or prior business 
creditor) sues an individual, who is now a student, and secures a judgmeru for a cenain 
amount of money. The creditor discove.rs rhitt the student has few assets or income except 
for title IV student aid, and then tries to get a court order allowing the attachment of the 
srudent IV aid to pay the debt. At tbat point, s.iuce any attachment or gnmishment order 
would be directed to the school as the custodian of the student aid funds, the institution is 
drawn into the proceedings. It is often very burdensome for the institution to convince the 
Slate courts that hear these cases that the 1>tudent aid fi.lnct~ are provided for the verv limited 
pwpose of paying the srudent's costs of attendance at the institution and that the attachment 
or garnishment of those tunas tor private debts ls lncumisLtalt with that purpose. This 
amendment wnuld help ensure consistent, national treatment and ensure that student aid 
funds are used for their intended purpose. 

Section 491(2) of the bill would amend section 488A(a)(5) of the Act to specify that an 
individual subject to administrative wage garnishment has an opportunity for a hearing, uut 
only on the existence or amount of the debt, but also regarding whether the deduction of 1 0 
percent of disposable pay would impose an widue hardship on the individual, and whether a 
lesser amount should be Withheld. Under 1,;uueut law, the individual hBs the opportunity for a 
he:arina concerning the "terms of the repayment schedule," an imprecise phrase. AB 
a.mended, the provision would provide greater specificity regarding the individual's hearing 
rights. 
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Finally, section 491(3) of the bill would amend section 4~~A(b) to specify lhe instances 
in which an iJJ.1.ividual is entitle to judicial review of an administrative wage garnishment, 
and the standard of review that a judge would be required to use in such a review .. 

~ion 492. Section 492 of the bill would add a new section 488B to part G of title IV of 
the Act that would authorize the Secretary to obtain infonnation trom any United Stat~ 
dcparonenL, q1::11cy, or instrumentality of the Unite.ad Stater.. or from any State agency {(if the 
State has entered into an agreement with the Secretary to provide the information and 
to receive reasonable reimbunement for provkl1n1 th~ luforwation)?), conceming the 
name, i;ocial '1eeurity number, most recent address, and telephone number of an indi,idual 
obligated on a loan held by the Secretary or a FFEL held by a guaranty agency, or an 
individual owing a ref wul of M OVtrpClymcnt of a grant, and the namP., Address. and 
telephone number of the individual's employer and the individual's salary information, if the 
Secretary detennines that this information is needed to enforce the loan or 1.:ullect the 
overpayment. The Sec.ret~ry would also be authorized to provide this information to a 
gumanty agency holding a FFEL on which the individual is obligated. The reasonable costs 
incurred by any agency of the Uu.11.i;:d States or of Cl Sm.te in providing the infonnation tn the 
Secretary would be reimbursed by the Secretary, and retained by that agency. A guaranty 
agency that is provided information under this provsion would be charged a fee in order w 
reimburso the Secretary for the expense ofl""oviding the information. 

In adclition, proposed new section 4888('-') of the A't would require the Secretary of 
Labor shall enter into an agreement with the Secretary to provide prompt access to the wage 
and unemployment com~nsation claims information and data maintained by or for the 
Department ofLobor or State employment securicy agencies. Proposed new section 488B(d) 
of the Act would require the Secretary of Health and Human Services to enter into an 
agreement with the Secretary to provide prompt accc:s:s lu the iufonnation contnined in the 
N"tinnal Directory of New Hires maintained by or for the Department of Health and Human 
Services. 

These amendments would increase access to infonnation from other federal agencies 
[and, in some cases, State agencies] tor purpose of debt collection. Cum::ully, the Internal 
Revenue Se-rvicP. acii.i!';t~ the Department with debt collection through the refund offset 
program. The Department does not obtain debt collection infonnation from other federal 
sources. The IRS currently docs not sha:re employment infonn.ation with any federal aaencics 
in pursuit of defaulters. The Departmenf s ability to recover defaulted student loans would be 
increased dramatically if the Secretary obtains the authority to gain ai;~:s~ lu these 5ourccs of 
accurate and up-to-rlatc home address and personal employment information. 

SecLiun 493. Sc~tion 493 of the bill would add new sections 489A and 489B to part G of 
title IV of the Act. Proposed new section 489A of the Act would specify that an eliaiblc 
institution, lender, or guaranty agency that contracts with another entity to perfonn any ofit!:i 
title IV functions, or otherwise deleg~te!': the perfonnance of such functions to another entity 
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shall not be relieved of its duty to comply with the requirements of this titl~. TI1c institution, 
lender, or guaranty ugcncy would olso be required to monitor the activities of the other entity 
for compliance with program requirements, and could not be indemnified by the other entity 
against losses due to noncompliance. In addition, p1opo3cd new section 489A ·wonld 11;pecify 
that a lender th.st holds FFELs in its capacity as a trustee assumes responsibility for 
complying with all statutory and regulatory requirements imposed on any other hokk1 of o. 
loan made und~ ll1is part. This new section of the Act would eXJ>and on requirements, 
currently found at 34 CFR 682.203(a), by requiring that eligible program participants monitor 
the activities of their contractors or delegees and by pn>bibiting indemnification of eligible 
participants by their contractors or deleaees. Lenders and guaranty agencies frequently 
delegate some or all of their functions to third parties. Some lenders and guaranty agencii=~ 
have delegated fill u1 sub~tantially Bil of the functions inherent in their participation in FFEL, 
which is inconsistent with the establishment of eligibility qualifications in the HEA. 
Although 34 CFR 682.203(a) states that delegation does not felicvc the ~ligible participant 
from its c::omplil:mce responsibilities under the statute and regulations, at present delegating 
parties are normally indemnified by their delegees and rarely monitor their activities. 
Proposed new ~tiou 489A would ensure that the D~rtment bas adequate redress against 
eligible participants for all activities relating to the FFEL program, and would encourage that 
all eligible participants become actively involved in muuitori.ng their contractors or delegees. 

Proposed new section 4898 would authorize the Secretary to waive or modify the 
application of any title IV sLatutory or regulatory provision in two MTrow circumstances that 
are very different from each other-distance learning programs and program modifications in 
response to natural disasters--but that both require a greater degree of s~c1·etAJial flcx.ibility to 
address the unusual qualitie~ of each situation. The Secretary could exercise this authority 
when necessary to address the unique characteristics of a program or course of distance 
learning (or other no11llt1ditional method for providins education or training to students). 
including prescribing new regulatory requirements exclusively for these programs or courses. 
and to monitor effectively such programs or courses. Distance lt:m.Ung is CU1 evolving me;ins 
of delivering educittinn, and until more is learned about this developing area of technology 
and its impact on the title IV programs, the Secretary needs to have as much flexibility as 
possible to ensure a good .. fit" between thi:: sludeut aid progrnms and distance learning, Ann to 
ensure accountability in the field of distance learning. 

In addi.Liu11, ilie Secretary could exercise this authority .. which would include the 
reallocation of program funds or the alteration of application deadlines or information 
requirements, as the Secretary determines necessary to 11ul.ln::ss the unique circumstances of 
individuals who have suffered financial harm in an area declared by the President to be the 
site of a natural disaster, as well as to issue guidance regarding such adjustments in an 
expedited mtWl1c:1 end without regard to the nilemaking re.qnh-P.ments of section 43 7 of the 
General Education Provisions Act. This authority would eliminate the need to make 
adjustments in appropriations acts to accommodate the srud~L 11.id needs of individuals 
harmed in these- unfortunate and all·too~frequent occurrences. 
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Sec\i.on 424. Section 494 of the bill wonld add a new section 490A to the Act. Proposed 
new section 490A of the Act would provide the Secretary with the authority to issue 
administrative subpoenas in pW'Suing tennlna.1.iun actions ngainst institutions. While the 
Secretary currently he.~ the authority to compel institutions to produce requested records 
incident to the investigative process, the need for subpoena power increases with 
investigative actions lhtll require review of third-party rP.cords. The Secretary often needs 
infonnation from other sources such as ability-to·benefit testers, state boards, and accrediting 
agencies. The request for this information is often denied whhaut a subpocrui. The Secretaey 
hL'J had only partial s11C.c.es~ in obtaining the assistance of Office of the Inspector General 
(OIG) and the use of its subpoena authority to support the Department's actions. A grant of 
subpoena power directly to llu: s~crctary would strengthen the DP.partment's ability to act 
independently of the 010 in termination cases. In addition, in instances where the Secretary 
is seeking the cooperation of officials from third-party agencies, as w~ll l:tS former employees 
of institutions, the issuance of an adm;nimative subpoena would enhance the Department's 
ability to defend its position. 

lnvestigative administrative subpoena authority is available to a wide range of agencies, 
including both those traditionally considered to be indepenclent regulatory agencies, uml 
thusi: ua.ditionally considered to be part ofthP. executive branch. Administrative 
investigative subpoena power is available, for example, to the financial regulatory agencies 
(e.s., RTC, FDIC, NCUA), to the SEC, to re~ult11.urs of pension benefits (e.g. DOL), to lahnr 
and emrlnyment reauJ,ators, including the EEOC, to safety inspectors (e.g. OSHA), and 
agricultural inspectors (Department of Agriculture), among others. The Uepanmcnt of 
Education m:cds similar authority in order to obtain th~ 1nfnnnation necessary to ensure 
program integrity and properly defend its position in tennination cases. 
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PART G--GENERAL PROVISIONS 

DEFINITibNS 

SEC. 481. Section 481 of the Act is amended­

(1) in subsection (a)·-

(A) in }'\Bragraph (1 )-· 

(i) i.u lhe matter preceding subparagraph(.'\), by strikins out 

••section 120l(a)-·" and inserting in lieu thereof "section 101(a)--"; 

(ii) in subparagraph (A), by adding "and11 at the end thereof; 

(iii) by striking out subparagraph (B) and inserting in lieu thereof 

the following: 

''(li} only for purposes of pan B, an in~LiLuliuu lui.;ated outside; the United 

States that-

1'(i) is comparable to an institution of higher education as defined 

in section 101 (.11.): and 

"(ii) has been v.pprovod by the Secretary for the purpo5e of part B, 

except that the Secretary shall not approve any distance learning program or courses offered by 

the institution."; and 

(iv) by striking out subparagraph (C); 

(B) in parasraph (2)·· 

(i) in subparagraph (A), by slrik.in~ uut "paHlgrv.ph (l)(C) ofthis 

section11 and "section 120l(a)." and inserting in lieu thereof "paragraph (l)(B)" and "section 



lOl(a).", respectively; 

(ii) in subparagraph (B), by striking out "paragraph (l)(C)," and 

"section 120l(a)." and inserting in lieu thereof "paragraph (l)(B)" and "section lOl(a).", 

respectively; 

(iii) by ::;l1'iking out subparagraph (D); and 

(iv) by redesignating subparagraph CE) as subparagraph (D); 

(C) in paragraph (3)-· 

(i) by amending subpa.ragraphs (A) and (B) to read as follows: 

"(A) offers more than SO percent of the institution's courses through 

distance learning, unless the institution provides at least a 2-y ca!· or 4-year program of 

instruction for which the institution awards an associate or baccalaureate degree ; 

"(B) enrolls 50 perce!lt or more ofits students in distance learning, unless 

the institution provides At lea.qt a 2-year or 4-year program of instruction for which the institution 

awards an associate or ba1.:"~aureatc degree;"; 

(D) in paragraph (5), by striking out "pan H." and inserting i.i1 lieu thereof 

"part A of title I."; and 

(E) in paragraph (6), by striking out ''part Hof this title." and inserting in 

lieu thereof .. port A of title I."; 

(2) by amending subsection (b) Lu rcw as follows: 

"(b) PROPRIETARY INSTITIJTION OF HJQHER EDUCATION.-(1) t'orthe purpose 

of this section. the term 'proprietary institution of higher education' means a school that--

"(A) meets the requirements of section lOl(a), other than 
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paragraph( 1 )(D); 

"(B) has been in existence for at least 2 years; and 

"(C) has at least 15 percent of its revenues from sources that are not 

deri\led from funrl" provided under this title, as determined in accordance with regulations 

prescribed by the Sc:1,;r1:1.it1 y. 

"(2) Such term also includes a postsecondary educational institution thal 1,;htluge~ 

from a proprietary institution to a nonprofit institution, for a period of not less than two complete 

fiscal years following such change."; 

(3) by amending subsection (c:) tn read as follows: 

"(c) UJSTANCE LEARNJNG.--P'or tht: piMpv:se of my program under this title, the tenn 

'distance learning' means an educational process that is characterized by the separation. in time or 

place, between instructor and student, or among students. Distance learning may include courses 

offered principally through the use of--

"(l) television, audio, or computer transmission, ruch ris open hmadcast. closed 

circuit, cable, microwave, or satellite transmission; 

"(2) audio or computer conferencing; 

"(3) video cassettes or discs; or 

''(4) corrP.~pondence."; 

(4) by striking oul :subsection (e); and 

(S) by redesignating subsection (f) as subsection (e). 

MASTER CALENDAR 

SEC. 482. Section 482 of the Act is amended--

3 
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(1) in subsection (a)--

(A) in the matter preceding paragraph (1), by inserting a cornma and ··1n 

developing and distributing Federal forms,'' immediately after "shall"; and 

(B) in pa~emph (1)--

(1) in subpcuagraph (D), by strikin@ out "and multiple data entry 

data elements" and inserting in lieu thereof a comma and .. data elements,"; 

(ii) in subparagraph (F), by striking out "and multiple data entry"; 

l'ITIC't 

(iii) in subparasrapb (G), by striking out "and multiple data 

entry"; and 

(2) by amending subsection (c) to read as follows: 

''(c) DELAY OF EEFECTIYE DATE OF LATE Pl!BLICATIONS--(1) Except as 

provided in paragraph (?.), any regulatory changes initiated by the Secretary that affect the 

calculation of awards and ucli vc:1y of aid to students under this title and that have not bet'!n 

published in final form by November l prior to the start of the award year shall not become: 

effective until the beginning of the second award year after such November l date. 

"(2)(A) The Secretary may designate any regulatory provision that affects the 

~dculation of awards and delivery of aid to !1.tudent~ under this title and is published in final form 

after November 1 as one that an entity subject to the pruvi::;.ion may, in its discretion, choose to 

implement prior to the effective date described in paragraph (1 ). The Secretary may specify in 

the designation when, and under what conditions, an entity may implement the provision prior to 

that effectiw. l'l:lte. The Secretary shall publish any designation under this subparagraph in the 
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Federal Register. 

"(B) If an entity chooses to implement a regulatory provision prior to the 

effective date described in paragraph (1), as permitted by subparagraph (A), the provision shall 

be effective with respect to that P.ntity in accordance with the terms of the Secretary's 

designation.". 

FORMS, PROCESSING AND TECHNOLOGY; 
MULTI-YEAR PROMISSORY NOTE 

SEC. 483. (a) Section483 of the Act is amended--

(1) by amending the heading thereof to read as follows: "FORMS. 

PROCESSING AND TECHNOLOGY.--"; 

(2) by amc:nding subsection {a) to read as follows: 

··ca) COMMON FORM AND PKUCt;;SSJNG.--(1) SINGLE FORM REQllIRCD.--Thc 

Secretary, in cooperation with representatives of agencies and organizations involved in student 

financial assistance, shall produce, distribute, and process free of charge a common reporting 

fonn (which may inClude an electronic application process) to be used to determine the need 

(including the expected family conlribLltiu.n 1U1d, if appropriate, cost of attendance) and eligibility 

of a student for financial assistance under parts A, C, D, and E, and to detennine the need 

(including the expected family contribution and cost of attendance) of a student for purposes of 

J'&rt B. The Secretary may require that the common reporting form be used for the purpose of 

cullectlng eligibility e.nd other data for purposes of part B. Th!'! Secretary may aJso include on the 

fonn developed under this paragraph such data items, selected in con:s1.1ltatio11 with the States to 
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assist the States in awarding State student financial assistance, as the S1:1,;rdary determines are 

appropriate for inclusion. 

''(2) QU\RGES to STIIDENTS ANO PARENTS FOR USE OF FORM 

t'J:iQHIBJTED.-~Tht: common fino.ncial rep<>rting form J."'rescribed by the Secretary wider 

paragraph (1) shall be produced, distributed, and proces~ 'Uy tbc Secretary, and no parent or 

student shall be charged a fee for the collection, processing, or delivery of financial aid through 

the use of such fonn. The need and eligibility of a student for financial assistance under parts A, 

C, D, and E, and the need (and eHeihility, if the Secretary so requires) of a student for purposes 

of part B, shall be detennined only by w;ing the form developed by the Secretary 1ind.er 

paragraph (1). No student may receive assistance wider pans A, C, D, or E, or bav-= ll1c: student's 

need (and eligibility, if the Secretary so requires) established for purposes ofp8l1 B, except by 

us('! nfthe form developed by the Secretary under paragraph (1). No data collected on a fonn for 

which 11 fc::e is charged shn.ll be used to complete the fonn required under para~ph ( 1 ). 

''(3) DJSTRlBUllQN OF DATA.··(A) The:: SGcr~ sha.11 provide, without 

charge, the data collected using the fonn developed under this section to institutions of higher 

education and States for the purposes of detennining need and eligibility for institutional and 

State financial aid aw<1rtk Entities desii!lated by institutions of higher education or States to 

receive: such data shall be :subjc::ct to All requirements of this section, unless ~nch requirements are 

waived by the Secretary. 

"(B) Notwithstanding subparagraph (A), the Secretary shall provide the 

data collected using the form developed under this section to a State only if, in determining a 

sluuent's need for firumcial assistance providt-il hy the State, the State does not use any data 
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collection form or process for which a student or the stu<lcml.':i pa.rent is charged ii fee that is 

payable to an entity other than the State. 

"(4) CQNTMCIS FOR COLLECTION AND PROCESSING.--The Secretary 

may enter into one or more contnlct~ with States. institutions of higher education, or private 

organizations for the purposes ofthi: 1.imely collection and processing of the form deVffoped 

pursuant to paragraph (1) and the timely delivery of the da1a submitted on such fonn. The 

Secretary may use such contracts to assist States and institutions of higher education with the 

collection of additional data required to award State or institutional financial assistance, that are 

nuL vu the common finoncia.l reporting form developed pu~HA.nt to this section. 

"(S) DATA OWN.t;;KSHJP.--(A) All data coll~Lt:ll pwsuaot to this section sholl 

be the exclusive property of the Secretary and shall not be transferred to a third party without the 

Secretaris express written approval. 

"(R) Any entity using or processing data that is the exclusive property of 

the Secretary--

"(i) shall not enter into any arrangements with guarantors, lt=mlas, 

secondary markets, or institutions of ru gher education for the purpose of reselling or sharing of 

such data; and 

"(ii) shall adhe.re to all editing, processing. and reportini 

requirements established by the Secretary to ensure coll!Sistency. 

"(6) REIMBURSEMENT. 6 -The Secretary may reimburse institutions, or third­

party servicers for such institutions, for filing electronic applications, reapplications, or 

corrections thf!reof, at such rates as may be detennined by the Secretary."; 
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(2) in subsection (b), by amending paragrLh (!)Lu ,..d .. follow>' 

"(I) STREAMLINED REAFPLICAiloL l!&QCESS.--Institutions of higher 

I . i . 
education shall use the streamlined reapplication form an~ process, including the e ectromc 

reapplication process, developed by thP. Secretary consi~nt with the requirements of subsection 

(a), for those recipients who apply for fuuw"'ial assisJ under this title for the academic yeM 

subseque'nt to the initial year in which such recipients aptly."; 

Workforce"; 

(3) in subsection (c), by striking out "Labor" and inserting in lieu thereof "the 

I 
I 

(4) by striking out subsections (e) and (rjf 
I 

(5) by adding at the end thereof the follo~g new sub:sc:i.;Liuus; 

"( e) MIJLTI-YEl\R. PROMISSORY NOTE.-(lr Notwithstanding any other provision 

of this title, the Secretary shall require, for loans made ~der this title for periods of enrollment 

beginning on or a11er July I, 7.000, the use of a promis+ note applicable to more thm one 

I 
academic year, more than one: lypc:: of loan made under '31s title, or both, unless the Secretary 

determines that a later implementation date is required tb ensure that the Department has the 
I 

necessary technology and systems in plac~ to use such ~romissory note a11d to avoid any 
I 

disruption to the student aid delivery process. The Secktary is authorized to take such actions as 
I 

the Secretuy determine$ are necessary to develop end tf !llt such a promissory note. including 

requiring the use of the promissory note on a limited or~iloL btl)is. 

it 
"(f) VERIFICATION OF REPORIED 1NFORMATION.-(1) Notwithstanding 

any other provision of law, the Secretary shall verify iJormation reported by the student, the 

student's spouie (if 11ny. in the case of an independent Jmdent), or the student's parents (in the 

8 
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case of a dependent student), as the case may be, on the lmmon tep<>rtin~ form described in 

subsection (a) (or ""Y other fonn used to apply or reappl~ for grant, loan, or work assistance 

under this title), by use of Federal income tax mum int1rtion of the student, the student's 

spouse, or the student's parents, M the case may be. for e tax year (or years) that relates to the 

iniormation reponed on the commu111:eporting form. 
I 

"(2) The Secretary is authorized to requite tile reporting of the namto:s twll social 
. I 

security numbers of a student's parents (in the case of a rependent student), and of a student's 

SJ)OUSe (if any, in the case of an independent student) on r~e Common reporting fonn, Or any Other 

form used to apply or reapply for erBnt. loan, or work assistance under this title. 

"(3) The Secrcuay m•y al>o 1l!C the F1r"1 tux return information describerl in 

this subsection directly in any application process for as~istance under this title that the Sc;c.;rc;L:uy 
I 

may establish. The Secretary shall consult with the Secretary of the Treasury to ensure that 

adequate safeguards for such information are provided Jnder such process. 

"(4) If th. Fede111I tax return infonnatio~ of the studcn~ the student's spouse (if 
I 

any, in the case of an independent student), or the stUd~~L':> pilllen~ (in the case of n dependent 

student), as the case may be, is unavailable or does not lasonably reflect such individual's 

current income, or other current information reported ol the common reporting form that would 

ordinarily be veriflPil hy t.he \L~e of such Federal tax rcJrn infonnation, the Secretary shall 

icquire such other doC1lDlentadon solioC..LU1y to tho Ser, in order to verify the inforrnatioo 

reported on the common reporting fonn. I 
"(g) MQDIFICATJON TO REFLECT CHANQTNG TECHNOLOGY MID BUSINESS 

fl!ACTICl;S.--(1} Notwith•tanding Any other provisiJn oflaw, the Secretary may, through 

I 
I 
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l 
1 
l 
I 
I 

1 

regulation·, waive or modify any statutory requirement L~t:r lhis title regarding the aid 

application and delivery processes, if the Secretary de~ines that such waiver or modification 
! I 

would better meet the needs of students and program pktlcipants, and allow the Department to 

employ up-to-date technology """ bu•in•"' prllC!ices n would improve the Deportment's 

=:::::::::~::~=en~tt=~~::=::;:~ 
any possible disruption to the student aid application ah delivery processes. 

i 

"(2) Prior to exercising the authority~ : raph (1). the Secretary shall consult 

with repn:iscnletti ves of stud,nts, institutions of higher ~ ation, ~nil other entities involved in 
1 

the aid application and delivery processes regarding tqe reconunemlaiLivu$ concerning what 

\.\aivers or modifications may be necessary to eliminate mpediments to the use of technological 
i 

and other business process advancements in student dd pplication and delivery systems. 

''(h) PAYMENT FOR DATA ... The Secrew;i may pay such charges as the Secretal)· 
I , 

detennines are necessary to obtain ~Lcl that the: Secretary considew essential to the efficient 
1 
' 

administration of the programs under this title.". J 

. j 
(bXl) Section 6103 of the Internal Revenue qode of 1986 (26 U.S.C. 6103, hereinafter in 

i 

this subsection referred to 111~ ''the Code'') is amended~­
i 

. I 

(A) in subsection (a)(3), by s~ out "(1)(12)" and inserting in lieu 

thereof"(l)(lO). (12), (13) or (15)". 

(B) in subsection (l )--

( i) in paragraph (10~),·by striking out "officers and employees of 
' I 

an agency receiving r~tum infomiation under subpara2f8ph (A) shall use such information" and 
I 

10 
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inserting in lieu thereof "return intonnation disclosed under subpwagraph (A) m.oy be used by 
I 

officers and employees of an agency, and by officers, employees, and agents of the Uepartment 

of Education,"; 

(ii) in paragraph (13)-

(I) in subparagraph (B), by striking out "officers and 

employees'' and inserting in lieu thereof '"officers, employees, and ~c=uts"; and 

(II) by striking out subparagraph (D); and 

(iii) by adding a new paragraph at the end thereof to read as 

follows: 

"(15) DISCLOSUR_E OF RETIJRN INFORMATION FOl~ VERIFICATION...QE 

INFORMATION REPORTED ON Al'Pl JCADON FOR FEPERAL STIJDENT 

ASSISIANCE.·-

"(A) W..GENERAL.·-The Secretary may, upon written request from the 

Secretary nf F.rlucation. disclose to officers and employees and agents of the Department of 

Educi:ltiou ~he n:turn information dc3cribed in subparagraph (C) with re~J'ICci to a taxpayer who --

"'(i) has applied for grant. loan, or wu.rl assistance U!ldcr title IV of 

the Higher Education Act of 1965; or 

''(ii) is the parent (in the case of a dependent student, as that term 

is used fnr rm1m~es of that title) or spouse (in the case of an independent student, as that tenn 

ts ust:u fur pW}>Ose~ of that title) of an individual who has applied for A.~sh;;tance under that title. 

"(B) RESTRICTION ON USE OF DISCLOSED INfORMAIION.--Rctum 

infonnation disclosed under subparagraph (A) may be used by officers, employees, and agents of 

11 
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the Department of Education only tor the pw-poses of, a.ml Lu the extent necessary in,--

"(i) verifying infonnation reported on an application for grant, 

loan, or work assistance under title IV of the Higher Education Act of 1965; or 

"(ii) any application process for assistance under such title that the 

Secreuuy of Educaliuu m.ay c.stabli:sh. 

"(C) RETURN INFORMATION TO Bt lJlSCLOSED.·-For purpu:sc::; uf 

this paragraph, the return information that may be disclosed is·· 

"(i) taxpayer identity infonnation; 

'"(ii) taxpayer fl.line Rtatus; 

··(iii) adjusted ~u>s income; and 

"(iv) the amount of Federal taxes paid."; and 

(C) in subsection (p )-· 

(i) in paragraph (3)(A), by striking out "(13), or (14), (m)" and 

inserting in lieu thereof "(13), (14), or (1 S), (m)''; 

(il) in par~H1ph ( 4 )·· 

(I) in the matter preceding subparagraph (A), by striking 

out "(13), or (14)," and inserting in lieu thereof ''(13), (14), or (15),"; 

(II) in subparagraph (F)(ii), by striking out "(13), or (14)," 

and inserting in lieu thereof 11 (13), (14). or (1 S),": and 

{Ill) w Uic flush left metcrial ofter subpa.ragraph (F), by 

striking out "under subsection (1)(12)(8)" and inserting in lieu thereof ''under paragraph (10), 

(12)(B), (13) or (15) of subsection (l)". 

12 
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(2) Section 7213(a)(2) of the Code is amend~d by striking "or (12)," nnd inserting 

in lieu thereof "(12), (13), or (15),". 

STUDENT ELIGIBILITY 

SEC. 484. St:1.:Liuu 484 of the Act is amended-

(1) in subsection (b)(2), in the matter preceding subparagn1ph (A)..:: by striking 

out "section 428A'' and inserting in lieu thereof•'section 428H''; 

(2) in subsection (d), in the matter preceding paragraph (1), by striking out "any 

a.ssistancc under subparts 1, 3, and 4 of part A 1md parts (B). (C). (0), and (E) of' and insening in 

lieu thereof ··any grant, loan, or work asslstim~i; wlder"; 

(3) by striking out subsection (e); 

(4) in subsection (f)(l)-

(A) by striking out .,No student" and inserting in lieu thereof "Except as 

providt:l.l il1 yaiagraph (2), no student"; ond 

respectively. 

(B) by striking out .. fraudulently" each place it uppt:tsr:); 

(5) by striking out subsections (k), (1), and (o); and 

(6) by redesignating subsections (m), (n), and (p) as subsections (1), (m), and (n), 

USE OF IMAGED DOCUMENTS; 
REGISTRATION OF STATF. C:OtJRT JUDGMENTS 

SEC. 485. Section 484A of the Act is ami;nU..:d~-

13 
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( 1) in the heading thereof, by adding ti l)¢micolon and "IMAGED 

DOCUMENTS" after "LIMITATIONS"; 

(2) in paragraph (2)--

(A) in subparawaph (C)--

( i) by striking out ''p1.ll'numt to section 453 or 463(a)": and 

tii) by striking out "under p~L D or E or• and inserting in lieu 

thereof "by the institution wider"; and 

(B) in subparagraph (D), by striking out "that has been assigned to the 

Secretary nnrler this title." and insertinp; in lieu thereof a period~ and 

(3) by adding ot the end thereof the following new ~bsections: 

''(c) SIATE COURT JUUCtMENTS.-A United 51.tlL~) Attoruc:y may rcgist~r with the 

Federal couns for enforcement any State court judgment that is obtained to coliect an obligation 

described in subsection (a) that is assigned or transferred to the Secretary under this title. 

11(d)(l) IN GENERAL.--It is the purpose of this subsection to--

"(A) a.llow the Secretary to use im~e.ing technology to store and retrieve 

documents and records, including promissory notes ilrn.1 ri;:payment agreements, required for the 

administration of the programs authorized under this title, or for the administration of loans made 

under this title; 

''(B) permit the Secretary to destroy originals of such docwuents and 

n:cords, including promissory notes and repayment agreemP.nt.c;, after they have been imaged, 

thereby achieving significant savings in storage and relrit\'iU costs; and 

"(C) ensure that the Secretary may introduce as evidence in any 
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proceeding v.ith respect to the programs or loans described i.u subparagraph (A) im£lged 

documents and records, including promissory notes and repa)-m.ent agreements. 

"(2) Notwithmnding any other provision of Federal or State law, an imaged copy 

of any documt-nt nr record, includinlt a promissory note or repayment agreement, may be 

introduced 11:; c:v idcace in any proceeding with respect to the progr.iim~ nr loans described in 

paragraph (1 )(A) in any Federal or State court, or other tribunal, aml ~uch imaged copy shall be 

admissible in any court or tribunal of the United States or any State as if it were the original 

document or record and have the same force and effect as the original. 

"('~) Nothing in this subsection shall be interpreted to preclude the admissibility 

of a duplic11.u: of '1 document or record that is requ.ired for the admimsh1ltion of the programs or 

loans described in paragraph ( 1 )(A) made by a technology other lluu1 jmaging ~nsistcnt with the 

Federal Rules of Evidence and section 1732 of title 28 of the United States Code, or applicabie 

State law. 

11(4) Nothilli in this subsection shall be interpreted to preclude the admissibility 

of iill im."-ged copy of any document or record in a proceeding ont~itie the scope of this 

subsection, consistent with the tederal Rules of Evidence and sc:~liou 1732 of title 28 of the 

United States Code, or applicable State law. 11
• 

REFUNDS 

SEC. 486. (iS.) Section 484B of the Act i& amended to read ;11~ fnllnws: 

"RETURN OF TITLE IV FUNDS 

WHEN A STUDENT CEASES ATTENDANCE AT AN INSTITUTION 
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"SEC. 4MH. {a)(l) REruRN OF TITLE IY ElJNPS BASED ON DISBURSEMENT 

SCliEQULE.--lf a student (other than a first-time student, as described in subsection (b)) 

withdraws from. or otherwise fails to complete, a payment period in which he or she began 

attendancf.'!1 "">' grant or loan assistance under this title, other than the amount of such assistance 

that is earned by I.be: student (as calculo.ted under paragraph (2)) as of hi~ or her last date of 

attendance (as defined in subsection (e)), shall be returned in accordance wiLh :subsection (c). 

"(2) CALCULATION OF AMOlJNI OF ASSISTANCE EAR]\'ED.--(A) The 

amount of jU'8Ilt or loan assistance earned by a student for purposes of this section is calculated 

by-

"(i) determi.itlug the ix.rccntagc of gro.nt :ind loan CLSsistance under 

this title that has been earned by the student, as described in subparagraph (B); and 

"(ii) applying such percentage to the total amoWlt of such grant 

~nci loan assistance that was disbursed (and that could have been disbursed) to the student for the 

paymtul pe1iod, as of his or her lw;t date of attendance. 

"(B) For purposes of subpa:agraph (A)(i), Lhc: pi=Jccntagc of grWtt or loQD 

assistance Wlder this title that has been earned by the student is--

"(i) equal to the percentage of the payment period completed (as 

determined in accordance with subsection (f) as of the student's last date of attendance, provided 

that such date occurs before lhc wu1pktion of more than 60 percent of the payment period: nr 

"(ii) 100 percent, if the student's last date of anendance occurs 

after the student has completed more than 60 percent of the payment period. 

"(3) DIFFERENCES BETWEEN AMffiJNTS EARNED AND AMOUNTS 
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RECEIVED.--(A) lftbe student has reccivt=U k:;$ srant or loen assistance than the pereentagl" 

earned, as calculated under paragraph (2)(B), the difference shall be disbursed to the student 

according to the procedures for late disbursement specified by the Secretary in regulations. 

''(B) If the student has received more grant or loan assistance than the 

percentage earned, ~ l.itllculatcd under pomgr"ph (l)(B), the excess funrls shall be returned by the 

institution or the student. or both, as may be required under subsections (i.:)(l) c.wd (2), to the 

prosrams under this title in the order specified in subsection (cX3). 

"(b) FIRST-TIME STIIDENTS.-(1) Nomithstanding subsection (a), and any refund 

policy of the: institution, or applicable to the. institution. in the case of a fi.rst-time student, as 

defined in paragraph (2), who withdraws or ulhr;1wisc ceases to nttcnd on or after his or her first 

day of class within the first two weeks of the payment period--

''(A) the institution shall cancel all institutional charges to the student, 

except th~t the institution may assess--

'"(i) an tu:iministrati ve fee of not mnre than $100. and 

"(ii) charges for meals consumed by t.hr; ~tudent prior to his or her 

last date of attendance; and 

"(B) the institution and the student shall return all funds received for 

institutional charses or other ed11r.:uional expenses for the payment period to the sources of such 

funds, other than--

(1 XA) and (B)~ and 

"(i) funds attributable to the charges described in paragraphs 

"(ii) the lesser of--· 

17 
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.. (1) $100; or · 

"(ii) the amount of assistance provided to the student llllder 

this title for that payment period that exceeds the inStitutional charges assessed the student for 

thilt payment period. 

··(2) As used in this SQ..:tiou, th~ term. 'first-time student'--

or 

"(A) means a student who- i 

i 
"(i) has not previously attended at least one class at the institution; 

a(ii) received a rcfurid of 100 rercent of his or her institutional 

charges (minus any pennitted administrative fee and charges fur 1iu!:als con:nuncd) for previous 

attendance at the institution; and 

"(B) continues to apply to such student until the student·-

"(i) withdraws or otherwise ceases attendance at the institution 

after attending at least Ont! ~l~ss, oi 

.. (ii) completes the payment period. 

"(c) RETIJRN OF PROGRAM Fl.JNDS .• J(l) R£SPQNSIBILID' OF THE 
I 

lliS]"ITUIIQN.-(A) The institution shall return excess funds (described in subsection 
I 

(a)(3)(D)) in the order specified in paragraph (3), ~p To the amount of institutional charges 

assessed the student. 
i 

"(B) If the institution's refund policy provides for the institution to return 
I 

an amount greater than the amount calculated under subsection (a), the institution shall return 

such exceH amount tn the student. 

18 
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"'(2) B.ESPONSIBILITY Of THE SnJPENT.--Any excess funds (de&cribed in 

subsection (a)(3)(B)) remaining after the instittition:has returned the amount required under 

' 
paragraph (l)(A) shall be the responsibility of the student to return in the order specified in 

paragraph ('\ ). 

I 
"(3) ORQUR Of RETIIRN OF TITLE IV FUNDS .--F:icc.es.~ funds returned by 

the institution or the student, as the case may be, 11iaccordance with ~raph (1) or (2), 

respectively, shall be credited in the following ord~r: 

"(A) to outstanding balances on loans made under section 428H for the 
; 

payment period for which a return of fnnrl~ i!i! requ!red: 

I 

"(B) to outstanding. bW&U1ces on loans made under section 428 for the 
I 

payment period for which a return of funds is required; 

"(C) to outstanding balances on loans made under section 428B for the 

I 

1u1yment period which a retwn of funds is required; 

"(D) to outstanding balaDces on unsubsirli1.ed loans (other than parent 

loans) made under part D for the payment period tpr which a retum uf fw1ds is required; 

"(E) to outstanding balances on subsidized loans made under part D for 

the payment period for which a tet\U'I\ of funds is required; 

"(F) to nnt~tanding balances on parent loans made under part D for the 

payment period for which a return uf fwl.ds is rcqUired; 
; 

"(G) to outstanding balan~s on loans made under part E for the payment 
I 

period for which a return of funds is required; 

"(H) to awards wider sub~ 3 of part A for the payment period for which 

i 
19 
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a return of funds is required; 

"0) to awards under subpart l of part A for the payment period for which 

a return of funds is required for the payment period for which a rerurn of funds is required; and 

"(.T) to other assistanee provided under this title for the payment period for 

which a return of funds is r~ufrcd. 

. Any such funds shall be returned or repaid, as the case may be, by the student 

to--

••(A) a loan program under part B or part D, in accordance with the tenns 

of the locn; and [note: order of return by stuttent i5 still beine discussedl 

"'(H) a grant program undt:r Llils title, or the loan progr.im mider part E, as 

an overpayment of such grant or loan and and shall be subject to overpayment collection 

procedures prescribed by the Secretary. 

"(d) 1.AST DATE OF AITENDANCE.--(1) As used in this section, the temi 'last date 

O! attendance= lll~dllS the date that the student last attended the institntion for academic purposes, 

or participated in an academically related activity, as defined by the s~cn:Lw.y. 

"(2) In order to detennine the percentage of the payment period completed, and to 

calculate the percentage of grant or loan assistance under this title that has been earned by the 

student, o. student who withdraws. or otherwise ceases to attend, an institution shall be required 

to provide wntten notification of his or bc:r withdrawal, including his or her last date of 

attendance, to the institution. If the student fails to provide such written notification to the 

institution, the student shall not earn any grant or loan assistance for purposes of the calculation 

under !;nh~ection (a). and all such assistance shall be retwned by either the institution or the 
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srudent, or both, as may be required under subsection (c). 

"(3) Notwithstanding paragraph (2), a student who did not provide .written 

~tification of his or her withdrawal to an institution may earn grant and loan assistance for 

purposes of the cAlcultition Wlder subsection(~) if the institution documents a last date of 

attendance for the student, provided that the instituliuu has in place, and odheres to, a written 

policy for documenting attendance. 

••(4) For each payment period, an institution shall identify to the Secretary each 

student who has \mofficially withdrawn from the institution without providing written 

notification of his or her wilhdt·awa.l. 

"(e) PERCENTAGE OF THE Pd,)'MENT P&RIOD COMPLETED.-Fvl' purposes of 

subsection (a)(2)(B), the percentage of the payment period completed is determined-

"(A) in the case of a program that is measured in credit hours, by dividing 

the total n'UIIlber of days comprising the p11yment period into the number of days completed in 

that period as ofthe student's last date of ath:mlance; 

"(B) in the case of a program that is measured in clock hours, by dividing 

the total number of clock hours comprising the payment period into the number of clock hours 

cornpleted by the student in that payment period as of the student's last date of attendance; and 

"(C) in the cose of a program of distance IP.Arning, in accordance with 

regulations prescribed by the Secretary.". 

(b) Section 485 of the Act is amended--

(1) by amending subsection (a)(l )(F) to read as follows: 

"(F) a statem~nt nf-
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"(i) Llu:: u:fl.lll.d policy of the in3titution for the return of unearnP.n 

tuition and fees or other refundable portion of cost, as described in subparagraph (E), and any 

other refund policy with which the institution is required to comply; 

"(ii) the requirements for the return of assistance provided under 

this Lille when a :student docs not begin attendance at an institution; and 

"(iii) the requirements under sectiun 484B for the return of grnnt 

or loan assistance provided under this title when a student withdraws from, or otherwise fails to 

complete , a payment period in which he or she began attendance at an institution, including a 

specific statement informing the student of --

''(I) his or her rights, QS a first-time student, under section 

484B(b), including the cancellation of all institutional charges (other than an administrative ft:t: 

and certain meal charges) if he or she '1.ithdraws or othef\\ise ceases attendance within the first 

two weeks of the payment period; and last date of attendance; and 

"(II) his; or her responsibility to provide a written 

notification of withdrawal and a last date of attendan~c: Lo lhe institution, and the consequenceE: to 

the student of failing to do so; and 

(2) in subsection (f)( 1 )(I), by striking out "section 1213" and inserting in lieu 

thereof "sectinn 119". 

ELECTRONJC EXIT COUNSELING 

SEC. 487. Section 485(b) of the Act is amended by adding at the end thereof the 

''-
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following new paragrdph: 

h(3) An eligible institution may provide the exit ~ounseling required by this 

subsection electronically, in accordance with such conditions regarding the use of electronic exit 

counseling as may be specified by the Secretary." . 

.PR.OUK.AM PARTICIPATION AGREEMENTS 

SEC. 488. Section 487 of the Act is amended-

(1) in subsection (a)-· 

(A) in paragraph (3), by amendina subparagraph (B) to read as follows: 

"(B) the: State in which the institution i:; located;" 

(B) in paragraph (4), by striking out '"subsection lb) of this section" and 

"fiscal eligibility.'' and inserting in lieu thereof .. subsection (c)" and "financial responsibility.", 

respectively; 

(C) in paragraph (15), by 1;triking out "State review entities tm.der subpart 

1 of part H" and inserting in lieu thereof "the Stal«= in whicl1 the institution is located"; ond 

(D) in paraifaph (21 ), by striking out "the Secretary, State postsecondary 

review entities, and accrediting agencies pursuant to part Hof this title." and inserting in lieu 

thereof "the Secretary and accrediting agencies, under part A of title I, and the State in which the 

instiluliuu is located."; 

(2) in subsection ( c )-· 

(A) in paragraph (1 )·· 

(i) in subparagraph (A)(i)--
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(I) by striking out "'in cla\.lSe (ii)," and inierting in lien 

thereof "in clauses (ii) and (iii)"; and I 

(II) by striking oul "State agencies/' through the end 

thereof and inserting in lieu thereof"and State agencies! or"; and 

(ii) by adding at the eon lereofthe following new clause: 
I 

"(iii) the Secretary shall Jpecify in regulation Llu:: l'equircmcnts for 

the submission of financial and compliance audits by .1 institution outside of the United States 

I 
that meets the requirements of section 48l(a)(l)(B)(ii);!; 

. I 
(D) in paragrQph (3)(B)(ii), by ~ending the ieconti ~P.ntence therein to 

read as follows: "In determining the amount of such pJnalty, or the amount agreed upon in 

com?rom.jse, the Secretary shall consider the appropriabess of the penalty to the size and 
I 

resources of the institution subject to the detenninationl the gravity of the violation, failure, or 

misrepresentation; the frequency C11nci persistence of the! violation, failure, or misrepresentation; 
I 

and the amount of any losses rc:=sulLiI1~ f10m the violati~n, failure, or misrepresentation."; 

(C) in paragraph ( 4), by strikinJ out the first comma and ••atter 
' 

consultation with each State review entity designated Jnder subpart I of part H,"; and 
I 

CD) in para~ph (5), by strikin~ out "State review entities designated 

uml~r ~ubpa11 l of part II," and inserting in lieu thereo} "State agencies,". 

I 
ALTERNATIVE PROGRAMS FOR MANAGEMENT IMPROVEMENT 

I 

SEC. 489. Section 487 A of the Act is amende1 to read as follows: 
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··ALl'ERNATIVE PROGRAMS FOR MANAGEMENT IMPROVEMENT 

"SEC. 487A. (a) QUALITY ASSURANCE PROGRAM.--(1) l'he :secretary is 

authorized to select institutions for voluntary participation in a Quality Assurance Program that 

providPs J."Bnicipatini institutions with an alternative management approach through which 

individual ~huuli; develop and implement their own comprehemive m'9na.e,ement systems to 

enhance program integrity in the delivery of student financial aid. These syslxui:> may include, 

but are not limited to, processing and disbursement of student financial aid, verification of 

student financial aid application data, and related student services. The Secretary shall select 

institutions for participation in the Qul'lllity A~!;urance Program on the basis of criteria that 

include demonstrated institutional perfonnWL\i~ ao.d qu.Ality assuronce goiJG, BE determined by thf' 

Secretary. 

•'(2) The Secretary is authorized to exempt any institution participating in the 

Quality Assurance Program from any requirements in this title, or in any regulations prescribed 

umkr Lhis title, that arc addrcs3ed by the institution's c.omf:1rehPnr;iive management system and to 

substitute such quality assurance reqwrcments as the SecreUII)' tlt:t:1m.; u~..;essary to ensure 

accountability and compliance with the purposes of the programs under this title. 

"(3)(A) The Secretary is authorized to determine when an institution--

"(i) that is unable to administer the Quality Assurance Program 

must be removed ftom the prugn:uu~ v1 

"(ii) desiring to cease participation in the Quality Assurance 

Program will be required to complete the current award year under the requirements of the 

program. 
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"(B) For purposes of subporogruph (A)(ii), "current award year" meATI~ 

the award year during which the participating institution indicates its intention to cease 

participation. 

"(b) EXPE&IMENTAL SITES.-(1) The Secretary is authorized to select institutions, 

lenders, or guoronty o.gencies for voluntary puticipatinn A~ experimental sites to provide 

recommendations to the Secretary on the impact and e:t'fectivmi;;::;:; vr proposi:d regulations or 

new management initiatives. 

"(2) The Secretary is authorized to exempt any institution, lender, or guaranty 

agency partidpArine as an experimental site from any requirements in this title, or in any 

regulations prescribc:U. 1.111der this title:, that would bias experimental results.". 

PERFORMANCE-BASED OVERSIGHT 

SEC. 491. (a) Section 487B of the Act is redesignated as section 487C. 

(b) Part G of title IV of the Act is further amended by insertini immediately after section 

487 A the tollowing new section: 

"PERFORMANCE-BASED OVERSIGHT 

"SEC. 4878. (a) The Secretary is authorized to implement by regulation a system of 

oversight of the student financial aid program~ authorized by this title that is based on the 

performance of institutions ln administ~ring lhus~ programs and the financial strength of those 

institutions. 

"(b) As a part of the system of oversight described in subsection (a), the Secretary may 

waive or modify any requirement in this title, or in regulations prescribed wider this title, that 
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relates to an institution's administration of sluuc:uL f ma.11ci8.l aid programs. The Secret.'.lry may 

provide such a waiver or modification only if the Secretary determines, on the basis of the 

institution's performance in administering those programs and its financial strength, that the 

waiver or modification would pose no substantial threat to program integrity.". 

WACJJ:: UA.RNISHMENT; 
NO AITACHMENT OF STUDENT ASSISTANCE 

SEC. 491. Sc:ctiou 488A of~ Act is mncnded 

( 1) In the heading thereof, striking out the penod at the end thereof and inserting 

in lieu thereof by adding at the end thereof a semicolon and "NO ATTACHMENT OF 

STUDENT ASSISTANCE."; 

(2) in subsection (a)(S), by strikine out "and, in the case of" through the end 

thereof and inserting in lieu thereof "whether lh~ c.kU.uction of l 0 percent of disposable ptiy 

would impose an undue hardship on the individual, and whether a lesser amount should be 

withheld;"; 

(3) in subsection (b)--

(A) by inserting the paragraph designation "(1 )" imme-ditttely after the 

subsection heading; and 

(B) by adding at the end thereof the following new paragraph: 

"(2)(A) An individual is entitled to judicial review under this paragraph of--

"(i) a dP.t~rmination under subsection (a)(S) by the Secretary or 

the guaranty agency, as the c~e may be; or 
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••(ii) a final &cision issued by n hewing official under paragraph 

(1). 

"(B) An individual that desires judicial review of such determination or 

decision shall file with the appropriate United States district court a petition for review of such 

dctcnninntion or decision. 

"(C) lhe court may modify or set aside such d.etermirul.Liou ur llc:cision 

only if the court finds that the detennination or decision was arbitrary, capricious, an abuse of 

discretion, or contrary to law."~ and 

(4) hy adding at the end thereof the following new subsection: 

"(e) NO AITACHMENI or STIJPENI ASSISIANCE.--Except llS authorized in this 

section, notwithstanding any other provision of Federal or State law, grant, loan, or work 

assistance awarded under this title shall not be subject to garnishment or attachment in order to 

satisfy any debt.". 

DATA MA TCI-UNG 

SEC. 492. Part G of title IV of the Act is further amended by inserting immediately after 

section 488A the following new section: 

"DATA MATCHING 

"SEC. 488B. (a)(J) The Secretary is authorized to obtain information from the files and 

records maintained by any of the departments, agencies, or instrumentalities of the United States, 

or of any State, concerning the name, social security number, most recent address, and telephone 

?R 
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number of nn individuru obligo.ted on a loan held by the Secretary or a loan made in accordanc-e 

with part B of this title held by a guaranty agency, or an individual owing a refund of an 

overpayment of a grant awarded under this title, and the name, address, and telephone number of 

such individual's employer and the individual's salary information, if the Secretary determines 

that !luch information is nP.P.ttP.ct to enforce the loan or collect the overpayment. 

"(2) The Secretary is 12.uL11uri~u to }.U:ovide the iufom'Ultion described in 

paragraph ( 1) to a guaranty agency holding a loan made under part B of this title on which such 

individual is obligated. 

''(b )(1) Notwithstanding any other provision of law, whenever the head of any 

dc:pGrtmcnt, ngcncy, or instrumentality, of the United States or of a State, receive~ a rtquest from 

the Secretary tor information authorized under this section, such individual or his designee shall 

promptly detennine whether the information requested is contained in the records of the agency. 

"(2)(A) If such information is found in the records of the agency, the inc!ividual 

Rhall, in confonnance with the provisions of the Privacy Act of 1974, as applicable, immediately 

lr&l.SmiL Sl.L\.:h i.ufuuu.ation to the Secretl&J)', except that if disclosure of th.is infonntition would 

contravene national policy or security interests of the United States, or the confidentiality ot 

census data, the individual shall immediately so notify the Secretary and shall not transmit the 

information; or 

"(B) if no such information is found. the individui:1l sh~ll immediately so 

notify the Secretary. · 

"(3)(A) The reasonable costs incurred by any such agency of the United States or 

of a State in providini any such information to the Secretary shall be reimbursed by the 
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Secretary, llnd retained by the agency. 

"lH) Whenever such information is furnished to a guaranty agency, that 

agency shall be charged a fee to be used to reimburse the Secretary for the expense of providing 

such infonnation. 

"( ~) The Secretary nf T .ahor shall enter into an agreement with the Secretary to provide 

prompt acct:ss for tht: Sc:\:r1:wry, i.11 ~ruw1l;t: with this section, to the wage and unemployment 

compensation claims information and data maintained by or for the Department of Labor or State 

employment security agencies. 

"( d) The Secretary of Health and Human Services shall enter into an agreement with the 

Secretary to provide prompt access for the Secretary, in accordance with this section, to the 

intormation contained in the National Uirectory of New Hires maintained by or for the 

Department of Health and Human Services.". 

"DATA MATCHJNG[al1ernate version--Stateparticipation optional) 

"SEC. 488B. (u)( 1) TJ~ S~i;r1tt1.ny is authorued to Qbtairi infanuation .from tht files and 

records maintained by any of the departments, agencies, or inrtrumentalilies of the United States 

concerning the name, social security number. most recent address, and telephone number of an 

individual obligated on a loan held by the Secretary or a loan made in accordance with part B of 

this title hald by a guaranty ag•nC)1, or an individual owing a refimd of an overp(l)•ment of a 

grant awarded under this lille, and the name, address, and telephone number of such tndtvldual's 

employer and 1he Individual's salary information. if the Secretary determines that such 

information is needed to enforce the loan or collect the overpayment. 
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"(2) Tht: Secretary is authorized to provids tho information ducrib11d in parawaph (1) 

to a guaranty agency holding a loan made under part JJ of this title on which such mdzvidual is 

obligated 

"(b)(l) Notwithstanding any other provision of law, whenever rhe head of any 

departm~nt, agency, or mstr11mP.ntnlity nfthP. T TnitP.d .Citate.~ receive.~ a reque.tttfrom the Secretary 

for information aurhortzed under rht.~ section, suc:h indivlduul ur hi:; dr::;;~,,r:t: slwll promptly 

cause a search to be made of the records of the agency to determine whether the information 

requested is contained in those records. 

"(2){A) If such information is found, the individual shall. in conformance with the 

provisions of the p,.;vacy Act of 1974, as amended, imntodiatoly 1ransmit such information to thB 

Secretary, except that if disclosure oj this information would contravene nahonal polu:y or 

.security interests of the United States, or the confidentiality of census data, the individual shall 

immediately so notify the Secrerary and shall not transmit the information: or 

"(B) if no .~uch information is found the individual shall immediately so 

nutify the Sec:rt:tury. 

"(3) (A) The reasonable costs incU1red by any such agency of the United States in 

providing any such information to the Secretary ~·hall be reimbursed by the Secretary, and 

retained by the agency. 

"(B) Whonever such informQticm is furnish~d to a guaranty agency, that 

agency shaU be charged a fee to be used to reimburse the Secretary for the expense of providing 

such information. 

"(c) The Secretary of Labor shall enter into an agreement with the Secretary to provide 

~, 
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prompt access for the Secretary. in accortkmco with this .sectinn, tn th~ wag1 and un,mployment 

compensation claims information and data matntained by or for the Department of labor or 

Slate employment security agencies 

"(d) The Secretary of Health and Human Services shall enter into an agreement with 

the Secrrtary to pravitlP pmmpt nr.r.P..t::.~ fnr the Secretary, in accordance with this section. to the 

lnformarton contained tn the National Dirt:ctury uf N~w Hires rnui1dained by or/or the 

Department of Health and Human Services. 

"(e) A State may enter into an agreement with the Secretary to provide the information 

required by this section and receive reasonable reimbursement for the provision of such 

information. ". 

DELEGATION OF FUNCTIONS; FLEXIBILITY 

SEC. 493. Part G of title IV of the Act is further amended by inserting immediately after 

~tion 4R9 the following new sections: 

"DELEGATION OF FUNCTIONS 

"SEC. 489A. (a) An eligible institution, lender, or guaranty agency that contracts ll.ith 

another entity to perform any of its functions under this title, or otherwise delegates the 

performance of such functions to such other entity--

"( 1) shall not be relieved of iu duty to comply with the requirements of this title; 

"(2) shall monitor the activities of such other entity for compliance with such 

requirements~ and 
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"(3) shall not be indc:mnified by such other entity ogrunst losses due to 

noncompliance with such requirements on the part of the institution, lender, guaranty agency, or 

such other entity, as the case may be. 

"(b) A lender that bolds a loan made under part Bin its capacity a.s a trustee a.ssumes 

responsibility for comrtyine with all matutory and regulatory requirements imp0sed on any other 

bole.la uf u lutW 1wulc w1dc:1 tltls pal"t. 

•'SECRET ARIAL FLEXIBILITY IN LIMITED CIRCUMSTANCES 

"SEC. 489B. Notwithstanding any other provision oflaw, the Secretary may waive or 

modify the ~pplir.l'ltinn nf any statutory or regulatory provision under this title-

"( l) that the SecJctary dctcmlint5 necessary to addre5s the uniql.lc charu.ctcri:stic3 

of a program or course of distance lea.ming (or other nontraditional method tor providing 

education or training to students), including prescribing new regulatory requirements exclusively 

for such programs or courses, and to monitor effectiveJy such programs or courses; and 

"(2) including the reallocation of program funds or the alteration of application 

deadliues or uifocmatiou requirements, as the Secn:tary dctcnninc:i necessary to Address the 

unique circumstances of individuals who have suffered tinancial harm in an area declared by the 

President to be the site of a (natural? major?) disaster, as well as to issue guidance regarding 

such adjustments in an expedited manner and without regard to the requirements of section 437 

of the General Educl'ltion Provic:ion~ Act.". 

ADMINISTRATIVE SUBPOENA AUTHOKff Y 
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SEC. 494. Part G of title IV of the Act is further amended by inserting immediately 

after section 490 the following new section: 

"ADMINISTRATIVE SUBPOENAS 

SEC. 490A. (a) To assist tht'! ~P.cretary in the conduct of investigations of possible 

violations of the provisions of this tltlt:, lhc; Sc;1,;n:uuy ii> iWlho1iz.cd to require by su.bpocna the 

production of information, documents, reports, answers, records, accounts, papaers, and other 

documentary evidence pertaining to participation in any program under this. The production of 

any such records ma.y be required from any place in a State. 

•'(b) In case of contumo.cy by, or refusal to obey a subpoena issued to, any person, the 

Secretary may invoke the aid of any court of the United States within the jurisdiction of which 

such investigation or proceeding is carried on, or where such person resides or carries on 

business, in order to enforce a subpoena issued by the Secretary under subsection (a). The court 

m~y i ~~• 1e An nrcter requiring ~uch penon to comply with such a subpoena.". 



, 
• DEC-04-1997 18:41 TO:W KINCAID FROM: 458 M BENTON Jf <i 1-l ~fl- P. 1/31 

Total Pages: __ 

LRM ID: MNB87 

TO: 

FROM: 
OMB CONT ACT: 

l&P.k.t. ... : .. . .... ti) 141&:.IJ .. :S.Z.. .. 1 .. 

EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

Washington, D.C. 20503-0001 

Thursday, December 4, 1997 

LEGISLATIVE REFERRAL MEMORANDUM 

Legislati e-:}.ai~flJ,fr - See. Distribution below 

Jan R.' ~reii~~fuMirector for Legislative Reference 
Melissa N. Benton 
PHONE: (202)395-7887 FAX: (2021395·6148 

I ikl~~;;;;J·. 

SUBJECT: EDUCATION Draft Biii on Higher Education Act Reauthorllatlon··Title IV 
Miscellaneous Provisions 

DEADLINE: 1'0 e.m. Tuesday, December 9, 1997 
c.~~--·-·----.... ·-- 14 :::. .: ....... Ji. . .... ) . .: .. .J. -;=;:;;)I. 

In accordance with 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 effect direct spending or receipts for purposes of the "Pay-As-You-Go" provisions of Tltle 
XIII of the Omnibus Budget Reconclllatlon Act of 1990. 

COMMENTS: To follow are amendments the DepHrLment of Education would like to share informally 
with congressional stHff next week. (This draft pulls together selected provisions from various 
parts of Title IV that have pri:iviously been circulated.) A section-by-section analysis will be 
transmitted separately. 

,D.ISTRIBUTION L.IST 

AGENCIES: 
11 B-TREASURY · Richard S. Carro · (2021 622-0660 
61-JUSTICE - Andrew Fois • (202) 514-2141 
24-Corporation for Natl and Community Service - Gene Sofer - 1202) 606-5000 
110-Social Security Administration ·Judy Chesser - 1202) 358-6030 
62-LABOR • Robert A. Shapiro - (2021 219-8201 

EOP: 
Barry White 
Wayne Upshaw 
Kathryn B. Stack 
S. A. Noe 
l'imothy A. Rosado 
Robert M. Shireman 
Jonathan H. Schnur 
Michael Cohen 
William R. Kincaid 
Daniol J. Chenok 
Daniol I. Werfel 

Robert G. Demus 
Peter N. Weiss 
Edward M. Rea 
Beverly B. Thicrwechter 
Thomas r. Stack 
Winifred y. ChHrll:J 
John S. Radzikowski 
Constance J. Bowers 
Janet A. Forsgren 
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LRM ID: MNB87 SUBJECT: EDUCATION Draft Bill on Higher Education Act 
RaAuthorization--Title IV Miscellaneous Provisions 

r;.-z---::::-:.·.-~.-.:.~-.. -----.-.... -... -, ---~-··---... ·--- ii I... . ....... ht ·----,;;,~·--.... -..... -.. -;;a-, 
RESPONSE TO 

LEGISLATIVE REFERRAL 
MEMORANDUM 

If your rasponae to this request for view& la short (e.g., concur/no commenO, we prefer that you respond by 
e·mail or by fexlng us this respon&e sheet. If the response Is short and you prefer to call, please cell the 
branch-wide line ehown below (NOT the analyst's llne) to leave o message with a legislative assistant. 

You may also respond by: 
(1) calllng the analyst/attorney's direct line (you will be connected to voice mall If the analyst does not 

answer); or 
(2) &ending us a memo or letter 

Please Include the LRM number staown above, and tho subject shown below. 

TO: 

FROM: 

Mellssa N. Benton Phone: 395·7887 Fax: 395-6148 
Office of Manegament end Budgot 
Brench·Wlde Line (to reach legislative assistant): 395-7362 

_, __ (Date) 

----- (N11mu) 

_____ !Agency) 

____ (Telept1one) 

The followlng Is the response of our agency to your request for views on the ebovc-captioned subject: 

Com;ur 

. __ No Objection 

No Comment 

. ·-- See proposed edits on pages ___ _ 

Other: -----
FAX RETURN of pegos, attached to this response sheet 
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draft l'll4/97 5:00 p.111. 

TITLE IV--Sl'UDENT FINANCIAL ASSISTANCE 

PART A--GRANTS TO STUDENTS 

SUBPART 1--PRLL GRANTS 

AMENDMENTSTOPELLORANTS 

P, 3/31 

SEC. _l. (a) Section 401 of the Higher Education Act of 1965 (2U u.s.c. 1001 fil WJ.., 

hereinafter referred to as .. the Act'') is amended-

(!) in suhsection (a)(l). by strikin& out the second sentence therein; .and 

(2) in 8u\J11ectlon (b)(J)-

(A) by amcndinJJ subparqraph (AXii)(II) to read as folluwav; 

.. (ll) the sum of the student's tuition, fees, Md, if the 

student has dependent care expenses (as defined in section 4720) or disability-related expenses 

(as defined in i;ection 4720), an allow11nce determined by the institution in accordance with 

each such definition.": 

(B) by striking out subparagraph (B); 

(C) by striking out the subparagraph designation "(A)"; 

(D) by redesiKJ18.ting clauses (i) and (ii) es subparagro.phs (A) and (B), 

respectivt:ly; w1d 

(E) in subparagraph (li) (aa redcslgnated by subpw't1gn1pb (D)), by 

redesignating subclauses (l) and (II) as clauses (i) and (ii), respectively; and 

(3) in subsection (c)--

(A) by flml'!nciing paragraph (1) to read as follows: 

.. (l){A) Except as provide<l iu subparagraph (B), the period dwing which a student 
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may receive Federal Pell Grants at an institution shaJ l not exceed 1.50 per~1L uf the period nomuilly 

required by a full-time student (or the equivalent period, in the case of a p1u:Mimc student) to 

complete the course of study in which the student is enrolled, as determined by the instititution. 

"(B)(i) Bxcept •• providfllrl in clause (ii), in no case may a student receive 

Federal Pell Grants tbr more than eight academic )'~ills uf full-time study (or the equ.ivtlent period 

ofpart·time study) in the aggregate. 

"(ii) A student may receive srants for more than eight academic ycais 

of full-time study (or the equivalent period of part-time study) in the aggregate to the extent the 

institution ln which th~ liLYU~&lt is enrolled dcterminfitg nocessary to accommodate the rights of 

students with disabilities under s~ctiori 504 of the Kehabilitatlon Act of 1973."; w1d 

(B) in paragraph (2)·· 

(i) by inserting immediately after the paragraph designation the 

:;ubparogr~ph designation '~(A)''~ 

(U) ln the first sc:uh:ncc thcrein--

(l) by striking out "Nothing" and insemna in lieu thereof 

"Except. as provided in subpamaraph (B), nothing''; and 

(II) by striking out 0 cenificate" and all that follows through 

tlle end tbereof ~.ud ins~rtiJtg in lieu thereof"certifieate,"; 

(iii) by striking out the second sentence lht;n::iu) a.11d 

(iv) by adding at the end thereof the following new subparagraph: 

"(B)(i) A student may receive l!l Federal Pell Orant to attend English language 

instruction that is a aaparate course nf' Atudy only if--

2 
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"'0) students enrull\:u in suclt o. course arc rcq~ir•d to tak• aft 

independently administered standardized test of English language profieitrncy upon completion of 

the course; end 

,.(II) not less than a minimum percentage of such students 

achieve a passlni score on tb.li.L lc:::st. 

"(ii) The Secretary shall specif)· in regulation one ul" 1m.11e 

standardiz.ed tests of English language proficiency, the minimwn perce11tage of students who must 

achieve a passin2 score, and such other requirements as the Secretary determines are necessary to 

implement clause (i) .... 

SUBPART 2--:FEOERAL SUPPLEMENTAL EDUCATIONAL OPPOR!UNJTY UN.ANT 

PROGRAM 

SELECTION OP RECIPIENTS A.""'JD USE OF FUNDS 

SEC. _2. Section 413C of the Act is amended--

(1) by amending subsection (c)(2) to read as follows: 

~'(2) In can)'ing out paragraph (1 ), each institution of hiaher education shall 

award supplomenta.1 grant.a W1der this su'bpnrt bA~eci nn each student's individual circumstances, 

except that the institution shall first consider th~ n~c~h of students who rcecive Pelt Grants;"; and 

(2) by amending subsection (d) to rtad as follows: 

.. (d) USE. OF EllNJlS Mm ALL STlJDElilS.--Awards made under this subpart shall be 

made reMnnRhty available (to the extent of available funds) to all eligib1c students in the 

3 
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institution in need thereof.". 

ALLOCATION OF FUNDS 

SF:(;. _3. Section 4130 of the Aot is am.ended--

(1) in subsection (d)(3), by iMertins at the end thereof th~ fo11owing new 

subparagraph: 

"(E) The Secretary may use the actual expected family contribution 

(computed in accordance with part F) for an institution's eliaiblc undergraduate students in lieu 

of tho oalouladon in paragnaph (2).": arul 

(2) by amending subsocllon (c) lo read "" follows: 

"(e) REALLOCATION OF EXCESS ALLQ.CATIONS.--If an institution returns to the 

Secretary any portion of 1he sums allocated to such institution under this section for any fiscal 

year, the Secretary shall reallocate such excess in accordance with 5ection 442(e).". 

l''LhXIBLB USE OF FUNDS 

SEC. __ 4. Subpart 3 ofplU't A of title IV of the Act is am.ended by adding at the end 

thc:reof the following new sec:tion: 

"FLEXIBLE USE OF FUNDS 

P. 6/31 

''SEC. 413E. (e) CARRY·OVER AUTIIORITY.--(1) Of the sums granted to an 

eligible institution under this subpart for any fiscal year, 10 percent may, at the discretion of the 

institution, remain available for expenditure during the succeeding fiscal year to carry out the 

prosram wider this subpart. 

4 
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"(2) Any of the smns so ~nu1l~ to au institution for n fiscal year that are not 

needed by the institution to award supplemental grants during that fiscal year, and that the 

institution does not wish to use during the next fiscal year as authorized in paragraph ( l ). shall 

rem~n Availahle to the Secretary for reallocation undct section 413D(e) Wltil the c)csse of the 

setond fit1clll y~cu ucxt $uccecoding tho fisotll year for which such funds w"1rt1 Arp-opriated. 

"(b) C,ARRY-RACK AlIIHORJIY.--Up to 10 percent of the allocation Lloo w1 

institution may receive from funds appropriated for a fiscal year may be us~.d by the institution 

for expenditure during the fiscal year preceding the fiscal year for which the swns were 

o.ppropriated.". 

PART 8--FEDERAL FAMILY EDUCATION LOANS 

REPEAL OF STATE SHARE OF DEFAULT COSTS 

SEC. S. Scction 428 of the Act ia ame-ndQd by sitri.k;ne out r;ubsection (n). 

PLUS LOAN DATA VERIFICATION 

SEC. _6. Section 428B of the Act is amended by adding after subsection (e) the 

followina new subsection: 

P. 7 /31 

1'(f) YERll:"ICATION Of IMMIGRATION STArus ANO SOCIAL SEClJIUIY 

NIJMBER.-·NotWithsumding any Other provision of law, H pw·c;ul who borrows funds under this 

section shall be subject to verification of his or her--

.. (1) immigration status in accordance with the requirements of section 484(g); 

s 
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and 

"(2) socie.l security number in accordance with the requit·ements of section 

484(n).1
•. 

PAYMENT OF INTER.EST i-·oR COMMUNITY SERVJCR 

SEC. _7. Section 428H( e) of the Act is amended·· 

P. 8/31 

(1) in paragraph (3), by striking out ''No'1 and inserting in lieu thereof "Except as 

providen in flRragra.ph (8), no11
; and 

(2) by adding at tho end Owroof the fo)lowing new paragrRph'. 

11 (8) fA YMENT OF INTEREST FOR COMMUNITY SERvlCE.--(A) Jn order 

to promote community service that addresses en unmet hwnan, educational, envirorunental, or 

public safety need and primarily benefits the commu~ity e.t larae (and not the membership of a 

pa1ticuln.r org~izo.tion, such a& a. labor, frat•rMl, or ?f\Hef nuf4 orsaniiation), the interest on l loan 

made under this section that accrues while the borrower is receiving a defenncnt und.er sei.;Li1.>u 

428(b)(l)(m)(iil) for such loan while performing such community service, shall be paid by the 

Secretary. 

''(B) To be eligible for the payment of interest wider subparagraph (A). the 

bl>nuwt:r sllall ~1vc: in a community sorvico position for-

"(i) a State, or a subdivision thereof; 

u(ii) a loc&l government; 

"(iii) an lndian. tribe; 

6 
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"(tv) a -public or pd vtitci nonprofit organizn.tion.; or 

"(v) a Federal agency.". 

PART C--FEDERAL WORK STUDY PROORAM 

ALLOCA TlON UF FUNDS 

SEC. _8. Section 442(d)( 4) of the Act is amended by inserting at the end thereof the 

followini new subparagraph: 

"(E) The Secretary n~AY \lRc the actual expected family contribution 

(computed in accordance with pan F) for an im;lilutlon's eligible undorgra.duate, and graduate 

and professional students, in lieu of the calculation in paraaraph (2) and (3), respectively.". 

USE OF FUNDS 

SEC. _9. Soctlon 443 of the /\et is amended--

(1) in subsection (b)(3) by striking out "assisted,·· thruu¥la Uu.. end ther~of Qnd 

inserting in lieu thereof "11.ssisted;11
; and 

(2) in subsection (c)(2) by striking out 1125 pt'rcent" and inserting in lieu thereof 

"50 percent". 

7 

P. 9/31 
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PART D -" DIRECT LOANS 

NO ACCRUAL OF INTEREST FOR COMMUNITY SERVICE 

SJ.;:C. _ 10. Section 4SS(f) of the Act ia amended-. 

(1) in paragraph (l )(H), by striking out "UnsubsidizOO SLdtold Lo&n," and 

in1erting in lieu thereof the following: "Unsubsidized Stafford Loan (except as provided in 

paragraph (S)),"; and 

(2) by addine at the end thereof the followi11a new paragraph: 

P. 10/31 

"(~) 1'.lQ ACCRUAL OP JNIBB.EST FOR CQMM!JNJTY SEB.Yu;B.H(A) In 

order to promote community seivicc that addresses an unmet human, educational, environmental .• 

or public safety n(:ed and primarily benefits the community ~t large (and not the membership of a 

particular organization, such as a labor. fraternal. or reli~ious organization), no interest shall 

accrue on a loan made under thls section wblle th~ bunuwer is r"~iving a deferment under 

paragraph (2)(C) for such loan while perfonning such community service. 

"(B) To be eligible for no accrual of interest under subparagraph (A). the 

borrower shall serve in a community service position for·· 

"(i) a State, or a Sl.1'br.H.vi~inn thereofl 

""(\i) a local government; 

•"(ill) an Indian tribe; 

"(iv) a public or private nonprofit organi7.8tion; or 

u(v) a Federal aaency.,,. 

8 
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PART E--FEDERAL PERKINS LOAN PROORAM 

ALLOCATION OF FUNDS 

SI:.C. _l l. Section 462 of the Act is amended--

(1) in subsection (d)(4), by inserting at the end thcreof lhc: folluwlug new 

wbparagraph: 

P, 11/31 

"(E) The Secretary may use the actual expected family contribution 

(computed in ~ordanrl'l with part F) for an institution• s ell~ib]e Wldet2roduatc students, and 

eligible graduate and pro.lbs!liom~l istuden.ts. in Jieu of the co.lculatiom1 in paragraph• (J) and (3), 

respectiv~ly. "; and 

(2) by amending subsection (j) to read as follows: 

"(j) JmAILOCAIIQN OF EXCESS ALLOCATIONS.--Ifan institution returns to the 

Secretary ony portion of th" tumlil allocated to !IUt'h in.qTinJtinn under this section for any fiscal 

year, the Secretary shall reallocate such excess in accorc.11:U1\:c: wilh '1ection 442(c).". 

AGREEMENTS WITH fNSTITIJTIONS OF HIGHER EDUCATION 

SF.C.. _12. Section 463(a)(2)(B) of the Act is amended to read as follows: 

"(B) A Gapital contribution by Ql1 institution, in an amount not less than 

three-seventeenths of ~uch Federal capital contribution in fiscal year 1993, and onc~third of such 

Federal capital contribution in each of the succeeding fiscal years, of the arnount of the Federal 

ca,:1ital conbibutions described in subparagraph (A);"; 

9 
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TERMS or LOANS 

SEC. _ 13. Section 464(a)(2) of the Act is amended to read as follows: 

"(2)(A) Except as provided in paragraph (4), the total of loans made to a student 

.in any academic year or its equivalent by an institution of hi1her education. from a loan fund 

established pursuant to un ••ment under this part sliall not ex(';ecui-· 

''(i) $4,000, in the case ot.' a student who hblii nul zsu~essfully 

completed a program or undergraduate education; or 

"(ii) $6,000, in the case of a graduate or professional student (as 

defined in regulation* IAsned hy 1he Secretary). 

P, 12/31 

''(B) E.x.ctpl as provid(:d in paragraph (4), the aggregate of the loan£ for all 

yea.rs made to a student by institution~ of higher education from lowi funds established pursuant 

to qreements under this part may not exceed·· 

11 (i) $15,000~ in the case of any student who has not successfully 

cornpleted " program of undersraduate education prior to the effective date of the (insert name 

ot Act); or 

''(ii) $30,000. in the case of any graduate or professional student 

(as defined by regulations issued by the Secretary) and including any loans from such funds 

mAtie to 1;uch student before the student became a Jnaduate or professional student."; 

DISTRIBUTION OF ASSt;TS 

SBC ... )4. Section 466 of the Act is amended-~ 

( 1) in subsection (a)-· 

JO 
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(A) in Llu:: mtlt1"1· p1·cccx1ina paragraph (1), by striking out "After September 

30, 1996," through "March 31, 1997 ,11 and inserting in lieu thereof "Upon the expiration of the 

authorization for the program under this part,''; and 

(B) in paragraph (1), by striking out ••at the close of September 30, 1996," 

and inserting in lieu theroof .. upon the expiration of the authorizfltion for the proeram Wldtr this 

part '"· ) ) 

(2) in sub~QP (b )·· 

(A) by striking out "After March Ji, 2005," and insertina in lieu thereof 

"Upon the expfrATfr,n of the authorization for the program under this -part,"; and 

(B) \.Jy strikllis out 16Septembcr 30, 19!>6," and irtsetting in lieu thereof "the 

expiration of s~h program authorization,"; and 

(3) in subsection (c), by striking out "prior to October 1, 1997,". 

PART f .. NBF..n ANALYSIS 

FINANCIAL AID ADMINISTRATOR DISCRETION 

SEC. _JS. (a) Section 479A(a) of the Act is amended to read as follow&: 

"{a) IN OENERAL..-Except as otherwise provided in this section, nothing in this part shall 

bt: interpreted M limiting the autho~ty of the fimmcial aid adroini1ttator, on the basi11 of adequ::ite 

documentation, to make adjustments on P. caseAby·case basis to the cost of attendance or the values 

of the data items required to calculate the expected student or parent contribution (or both), or~ in 

extraordinary circumstances, the amount of the expected family contribution, to allow for treatment 

11 
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of on individ""'l cili1ible Gpplicfillt with sp11oial ~lrgumsumces. 

"(2) NotwithstanCl1ns paragraph (1), a financial aid administrator may not make the 

adjustments described in Slkeh paragraph in the absence of special or extraordinary circumstances. 

11 (3) For pmposes of this section--

"( A) 'special circumstances• shall be defined as conditions that differentiate 

an individual slmlt:nl from b l:ltl~ ur bi~u1.hmts ns.Lh~r lhau wuditiuus that exist acn:i:ss a class of 

students; and 

"(B) 'extraordinary circumstances' shall, notwithstandin& section 478(a), be 

defined by the Secretary in regulation. 

"(4) Notwithstanding section 478(a). the Secretary may prescribe auch resulation& 

as the :Secretary determines necessary to reduce the potential for abuse of this section. 

"(S) Nothing in this title shall be interpreted as limiting the authority of the :financial 

uid admin.istrator, in documenting the ne.ed for adjustments under this section, to request and use 

suppl~mentary information about the financial status or personal c:ircumst.ances of eligible applicants 

in ~electing recipients and detern1ining the am.ount of awards undor this title. No istudcnt or parent 

shall be Qha!Jed a feti for oolh::cting, processing, or delivering such supplementary information.11
• 

(b) Section 480(d)(7) of the Act is amended by striking out the period at the end thereof 

and inserting in lieu thereof a comma and "subject to such measures as the Secretary may take, 

includins the issuance ofr•gulations (notwithstianding ~tion 478(a)), H the Se.cretary 

determines necessary to pJ'otect against the misuse of this paraaraph. ••. 

12 
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PART 0--0ENERAL PROVISIONS 

DEFINITION 

SEC. _16. Section 481(3) of the Act h~ amended by adding at the enrl therMfthc 

tollowing new paragraph: 

P. 15/31 

"(3)(A) In order for a program of one academic year or less that is offered by a 

proprietary in5titution of higher education (as defined in subsection (b)) and provides training t.o 

1"reii11re RtudentR for eainful employment in a reco1i1nized occupation to be an eligible program for 

pwp.Jl!ICl!li of I.his Lil lt:, that program 5hall also--

"(i)(I) have a verified completion tate of at least 70 percent, as 

determined in accordance with the regulations of the Secretary; 

''(JI) have n verified placement rate of at least 70 percent. 

3.$ detennined in accordance with the regttlRtions of the Sectet11ry; and 

''(III) satisfy such f\uthetr criu::rht tUi lh~ St1.;n:~t1:U y may 

prescribe by regulation; 

"(ii) have, for students that enrolled in the program, a verified 

placement rate of at least 70 percent in the recognized occupation for which its students are 

trained, or in o related, compA.rAblc, rccogni:iod oocup"tio11t t\S deteinnined in accordance with the 

regulations of the Secretaryj or 

"(iii) if the Workforce Inve~tmcnt Partnership Act of 1997 is 

enacted, meet or exceed the expected levels ofperfonnance on the perfonnance mcaswcs in the 

1 :\ 
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Stt1.Lc plw1 w1cl~i· lh1:1t Act ofthc State in which the institution is located. to the extel'lt that the 

Secretary detennines such measures are relevant to the purposes of this title; 

P, 16/31 

''(B) The requirements of subparagraph (A) shall be phased in as follows: 

"(i) in the case of a program that meets the definition of an c:ligible 

pwgrrun as in effect on the day before the date of enactment of thkprovision--

"(I) the proararn 1ihall be deemed to sa'l&fy the 

requirements of subparagmph (A) throueh the first complete award year after the date of 

enactment of this provision; 

''(11) after the first complete award year, the program shall 

oo &~ufred tu satisfy the tcquircnienu <>f subparagraph (A)(iXI) or (iii) in ordor to be deemed to 

satisfy the requirements of subparagraph (A) for the succeeding award year; and 

"(III) after the second complete award year, the program 

shall be required. for each succeeding award year, to satisfy the requirements of subparagraph 

(A.) in order to be con$idered an eligihlr! progniun i 

and 

''(ii) in the case of a program that does not meet the deflnition of 

an eligible program as in effect on the day before the date of enactment of this provision·· 

"(I) the profll'am shall be deemed to satisfy the 

requirements of subparagraph (A) for the nward yenr in which the program is awarded initial 

eligibility and the succeeding award year; 

"(II) after the period described in subclause (I), the 

program shall be required to satisfy the requirements of subparagraph (A)(i)(I) or (iii) in order to 

14 
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b.: deemed to satisfy the requirementlii of subparagraph (A) for the next succeeding award year~ 

and 

1'(IH) after the period described in subelause (II). the 

program shall be required, for each suc.ceeding. award year, to satisfy the requirements of 

subparaarai:>h (A) in order to be considered an ~lhdble program.". 

MASTER: CALENDAR 

SEC. _ 16. Section 482 of the Act is amcnded--

( 1) in subsection (a)·· 

P. 17/31 

(A) in the matter preceding parastfiph ( l ), by in£artins • corruna and "in 

developing and disUibutlng Federal fonns," immediately after "shall''; and 

(B) in paragraph (1)--

(i) in subparagraph (D), by striking out •1and multiple data entry 

dat.el i::lements'' and insertin~ in lieu thereof a comma and "data elements."~ 

(U) 'n 3ubpo.rte&raph (F), by striking out "and multiple data entry"; 

and· 

(iii) in subparaaraph (0), by striking out ·~and multiple data 

entry"; and 

(2) hy Amencting ~mb.teetion (c) to read H follow1: 

"(\;) 12e1.i..u .Ql.U.fBCTiyE DATE OP:LAIE PUBLICATIONS--(1) ElCcept as 

provided in paragraph (2), any regulatory changes initiated by the Sc::creta1y that affect the 

calculation of awards and delivery of aid to students under 1his title and that have not been 

IS 
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published in final fonn by November t prior to the strut of the award year shall not become 

effective until the begilmin& of the second award year atter such November J da1e. 

"(2)(A) The Secretary may designate any regulatory provision that affects the 

calculation of awards and delivecy of aid to students wider this title and is published in final form 

after November 1 ai one that 811 ~ntity aubjf'lr.t tn the: f1mvh~inn may. in its discretion_ choose to 

implement prior \0 tho efhctlve date described in paragnt.ph (1 ). Tiu:: St:\.ln:t.12.ry may specify in 

the designation whc:n1 eand under what conditions, an entiry may implement the provision prior to 

that effective date. The Secretary shalll publish any designation under this subpara.araph in the 

F ederaJ Reaister. 

"(B) If nn entity chooses to impl.cim•nt a regulatory provision prior to the 

effective date described in paragraph (l)t as pennitted by subparagraph (A), the provisiou shall 

be effective with respect to that entity in accordance with the terms of the Soerctary's 

designation.''. 

FORMS, PROCESSING AND TECHNOLOGY; 
MUl.. Tl· YEAR PROMISSORY NOTE 

SEC. _17. s~.tion 483 of the Ac.t ii Nn~nd~cl~-

(1) by amending the heading thereof lo read w; tolk,wis: ''t:ORMS. 

eRQCESSINO. AND TECHNQLOGl'.· .. "; 

(2) by amending subsection (a) to read as follows: 

"(a) COMMON FORM AND PRQCESSING ... (l) SINGLE FORM REQUIRED.--The 

Sces;etnry, in coopcrAtion with representatives of' &.scncios and org1U1iution3 inYolved in student 
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financi1;tl H!!lsisllam;c:, shall product:, disuibutc, o.nd:prooeGs free of charge a common reporting 

fonn (which may include an electronic application process) to be used to determine the need 

' 
(including the expected family contribution and, if appropriate, cost of attendance) and eligibility 

of a student for financial assistance under parts A~ C~ D~ and E. and to determine the need 

(including the expected family contribution and co~t of Rtt.endance) of a student for purposes of 

part B. The secretary may require that the common reporting form 1.x: used for tbe purpose of 

collecting eligibility and other data for purposete of pan B. The Secretary may also include on the 

form developed under this paragraph such data items, selected in consultation with the States to 

A~.i~t the State& in awudina State student tinan.cial essistance, as the Secretary deterinines are 

approp1i1:1.tc fur inclusion. 

"(2) CHAR<JBS T.Q STUDENTS AND P6.B.PNTS t·VK USE QF fo.RM 
' 

l!BQHIBITEQ.--The common finan\lial reporting form prescribed by the Se<:retary wider 

paragraph (l) shall be produced. distributed, and;proce,,sed by the Secretary, and no parent or 

student shall bt charsed a fe.e fort~ r.nllection, processing, or delivery of financial aid through 

the use of such form. The need and elt&ibiliLy uf .;;a ~lt.Ulcmt for fmaneial assistAnoc under parts A, 

C, D, and E, and the nee:d (and eligibility, if the ~ecretary so require$) of a student for purposes 
·j 

of part B, shall be determined only by using the fonn developed by the Secretary under 

parasraph (1). No student may receive assistance under parts A> C, D, or E, or have the student's 

i1ced (t111d eligibility, if the Secretory oo requires) established for purpo&e1i1 of part B, l":xr.epr hy 

use of the form developed by tbe Secretary wider paragraph (1). No data collected on a fonn Cor 

which a fee is charged shall be used to complete:the form required wider parapph (1 ).''; 

(3) in subsection (c), by striki11g ~ut "Liibor" and inserting in lieu thereof "the 
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Workforot"; and 

(4) by adding at the end thereof the f'ollowing new subsections: 

"U MULD-XEAR J>BOMISSQBYNQIE.-(1) Notwithstanding any other provision 

of this title. tbe Secretary shall require, for loans made under this title for periods of enrollment 

heginning on or after July ·1. 2000. the use of a promi~sory note applicable to more than one 

a1.:i1.ut:rni1.: ycw-1 mun; lhc1u uuc typt: oflu;itu uu1U.e wlder this title, or both, Wlless the Secr~ta.ly 

determines that a later implementation date is required to ensure that the Department has the 

necessary technology and systems in place to use such promissory note and to avoid ony 

disruption to the student aid delivery process. The Secretary is authorized to take such actions as 

the Secretsry determines are necessary to develop and teat euch a promleaory note, including 

requiring the use of the promissory note on a limited or pilot basis. 

"U MODJFJCATION.IO REFLECT CHANGING TECHNOLOGY AND BUSINESS 

F.MCTICES.--(1) Notwithstanding any other provision oflaw, the Secretary may, through 

reeulation, waive or modify any statutory requirement wtder this title regarding the aid 

Applit;.iition ~1d delivery process~, if the Secretary detennine9 thnt such waiver or modific;ation 

would better meet the needs of students and prog~m participants, and allow the Department to 

employ up-to-date technology and business practices that would improve the Department's 

administration of the programs under this title. The Secretary shall ensure that any waiver or 

modification under this parass·aph shall be implemented at a time and in a roann~r that minimi:res 

any possible disruption to the student aid application and delivery processes. 

"(2) Prior to exercising the authority in paragraph (1), the Secretary shall consult 

with representatives of students, institutions of higher education, and other entities involved in 

18 
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1he Aic1 "f1J'llir.At1nn ~nrl clA!ivP.ry proc:M~P.~ tP.e111min1 thriT r~C'.ommendations concerning what 

wwvcr~ or muclincation~ may be m:c~SSll.fY to eliminate impediments to thC! tJse oftechnotogical 

and other business process advDncemt:nts in student aid application and delivery systems. 

:.U PA.YMENT....m&..DAIA.·~The Secretary may pay such chargeg as the Secretary 

determines are necessary to obtain data that the Sccretarv considers essential to the efficient 

o.dministrotion of the progmms undor thi9 titlc. 0
• 

REFUNDS 

SEC. _18. (a) Section 484B of the Act is amended to read as follows: 

"RETURN OF TITLE IV FUNDS 

WHEN A STUDBNT CEASES ATTENDANCE ATAN INSTITUTION 

"SEC. 4848. (a)( 1) RE.TIJRN OE TIILR Iv.FUNDS. BASED ON DJSBURSEMENT 

SCHBDULJ~.--lf a student (other than a first-time student who withdraws within the first two 

weeks oftbe payn1ont period, in accordanoo with subttotion {b)) withdrrtws from~ ot othexwise 

fails to complete, a payment period in which he or she begllil attendancet any grant or loan 

assistance under this title, other than the amount of such assistance that is earned by the student 

(as calculated under parngraph (2)) as of his or her last date of attendance {Bi defined in 

subsection (e)). shall be returned in accordance with subsection (c). 

"(2) CALCULAilQl~tQF. AMOUNT OF MiSI.STANCE EABNED.--(A) Th~ 

amount of grant or loan assistance earned by a student for purposes of this section is calculated 

by--

19 
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"(i) d~te1mini:ng the J>ercent~e of Srt,.nt and le.kn ~9Si.1mt.nce \Wdet 

this title that has been earned by 'the student, as described ln subparagraph(~); ari.:1 

"(ii) applying such percenta,;e to the totaJ runou11t of such g~ant 

and loan assistance that was disbursed (and that could have bee.n disbw·~ed) t') the. sn:u:lent for the 

payment period. as ofh.is or her last dare of iittcndance. 

"(D) For pu11x1.sc:; of ~ubpciutgraph ( A)(i), the pc.1 ccntagc of gtllllt 01· k•an 

assis1ruaw under this title that hais been earned by the student i~--

'1(i) equal to the pet'CC'ntaae of the payment. period completed (as 

detennined in a.cr.:01dan«: wHh subs~Hon (t) as of the student's last date CJf attendance, provided 

th3t s1J<.·h date occ.ms on <H before th~ comp)eti~m r,f60 pe-~e.nt of the payment p!!dod; or 

"(ii) l 00 percent, if the st\.11;tem's la.-s1 dan: of ttttendttnce occurs 

after the studtnt has cornpk1ed mf)re than 60 percent (1fthe payment perirJd. 

"(3) DJI1I''t:&eNW BJ::IlY.£E:'.S.~~.RNED.A"N11Al®JlNIS 

BECEJY:ED.··(A) If the student ha.s receivt"!d }e:js grant <1r loan o.ssistance than the percentage 

earned. ns cllloulatocl \U~dcr po.ro.ara.ph (2)(8), ·the diffcronoc shel'.l be disbursed to the· sti;;.dcnt 

according to the procedures for late dbbursement specifi"'d by the Sect"Ctury bi regulatforu.. 

"(B) If the :nu.dent hni> received m\lrc amnt 01· lo1.1.n assist.once than the 

percentage earned~ as calculate1.11.U1der paraarnph (2)(B). the e~<.:es11 funds uhull be rtturned by tl1t> 

lMtimtf OJ' Qr th~ stunf'n1, or h<:tth. AS nu~y be rt'qnireid und~r S.'l.\b~~tions ( c)(I) ~nd (2), to the 

prQj'.rams unoer this tlde In the order specUltd in subsection (c)(:i). 

'
1(b) FJRSI:IIM!.SIUl)ENIS.H(l) Notwfthsta..1l.di.ne substctiun (a). und Emy refond 

policy of th~ imnit1.1tion. or applicabl~ lo the institution, in the case of a first-time :;tudent as 
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defined in paragraph (2), who withdraw~ or otherwis~ cellJH to attend on or afte1· his or her first 

day of class within the first two weeks of the payment perlod--

"'(A) the institution shall cancel all institutional charges to 1he student, 

except that the institution may assess~-

"(i) an administrative fee of not more than $100, and 

"(ii) charger. for meal~ col11wncd by tbc 5t\1dcnt prior to his or her 

last date of attendance; and 

"(B) the institution and the student shall return all funds received for 

institutional charges or other educational expenses for the payment period to the sources of such 

fund&, other than--

"(i) funds attributable to the charges describet:l tn paragraph 

(l)(A); and 

"(ij) an amount that the student shalt retain that is equal to the 

lesser of--

"(l) Si 100; or 

"(ii) the amount of assist81\ce provided to the student under 

this title for that payment period that exceeds the institutional charges assessed the student for 

that payment period. 

"(2) As m:ed in this !i"~tion, the t~rm •firsMhn~ student'~· 

"(A) means a. student who·· 

"(i) has not previously attended at least one class at the institution; 

or 
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.. (ii) received a refund of JOO percent of his other institutional 

charges (minus any permitted administrative fee and charges for meals consumed) for previous 

attendance at the institution; and 

"(B) continues to apply to such st\ldent until the student .... 

"(i) withdraws or otherwise ceases attendance at the institution 

aftei' attendlng at least one dl\ss; or 

"(ii) complete~ the payment period. 

''(c) ~IUBN OFPROORAM FUNDS.~·(1) RESPONSIBILITY OF THE 

INSTITUTION.--( A) The institution shall return excess funds (described in subsection 

(a.)(3)(B)) in the order specified in paragraph (3), up to the amount of institutional charges 

assessed the student. 

P. 24/31 

"(B) If the institution's refwid policy provides for the institution to return 

an amount greater than the amC1unt calculated under subsection (a), the institution shall return 

such excess amount to the $lud~nt. 

"(2) RESPONSJBILITY...OETlm..SI.lJDENT.--Any cxoo!is fund~ (described in 

subsection (a)(3)(B)) remaining after the institution ha~ retumed the amowu required under 

paragraph (l)(A) shall be the responsibility of the student to return in the order specified in 

paragraph (3 ), except that any such funds shall be retumed 01· repaid, as the case may be, by the 

stud~nt to--

of the loan1 and 

"(A) a loan program under pan B, D, or E, in ac.cordance with the tetnls 

"(B) a grant program under this title, as an overpayment of r>uc:h grant 
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nnd shall be subject to overpayment colleo1ion procedw-es pre~cribed by the SooreW)' . 

.. (3) UKU.tiliJ..>.t:.Kia:UKN Ut' llTl,.t 1y fUNl>~ .--t::xcess t'tmds J"etumed by 

the institutiou or the student, as the case may be, in acc:ordanee with paragraph (1) or (2), 

respectively, 1hall be credited in the following order: 

"(A) tn ont~tAnciing hal'ln~~ o" loa.nR mAde under ~t"C't.in" 42RH for the 

p11ym"nt p~riod for which a relurn uf funds is requir~d; 

"(B) to outstanding balances on loans made under sectio11 428 for the 

payment period for which a return of funds is required; 

•
1(C) to outstanding balances on loans made under section 4288 for the 

payment period which s return of funds fo required; 

~;(U) to outstR.ndirig baJanc~s on unsubsidized Joans (other than parent 

loans) made under part D for the payment period for which a return of funds is required; 

"(E) to outstanding balances on subsidized loms made w1der part D for 

the payn1ent period for which a return of funds is required~ 

"(f) to out~tanding bAlanc;cs on parent loans llladc u.ndQJ )'A11 D for the 

payment period for which a return of fu.ndl' is required; 

P. 25/31 

"'(G) 1o outstanding balances on loans made under pan E for the payment 

period for which a retum of funds is required; 

"(H) 10 •words under subpart ) of part A for the payment period for which 

a return of fwids is required; 

"(I) to awards under subpan 1 of pa.rt A for the payment period for which 

a return of funds is required for the payment period for which a return of funds is required; and 
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"(J) ttl C.\ther a.Hi~ta.nce provided under this; title for the payment period for 

which a retwn of 1\mds ls required. 

"(d) LAST DATE OF ATffiNQANCE.-(1) As U.~Bd in thia section, the term •tast date 

of attendance means the date that the student last attended the institution for academic purposes, 

or participated in an academically related a(;.tivity. as defined by the Secretary. 

"(2) Xn order to d~·tcnninc the percentage of the payment period completed, and to 

calculate the percentage of grant or loan wistance under this title that has been earned by the 

student, a student who withdraws, or otherwise ceases to attend, an institution shall be required 

to provide written notification of his or her withdrawal, including his or her last date of 

titte:ndanet>, to the ins;titution. If the 1tudent fails to provide suc.h written notification to the 

institution, the studem shall no1 cam any grant or Joan assistance for purposes of the calculation 

under subseotion (a), an.d all suoh at;aistance shall be returned by either the institution or the 

student, or both, as may be required Wlder subsection (c). 

"(3) Notwithstanding paraaniµh (2). a student who did not proYide written 

notification of hfo or her withdrawal to on in:Hltutiori niay earn grunt Wld lowi o:iaiotnnce for 

putposes ofthe calcuJ.ation wider subsection (a) ifthe institution documents a Jast date ot 

attendance for the student, provided that the institution has in place, and adheres to, a written 

policy for documenting attendance. 

"(4) For each payment ,,eriod, an institution shall identify P.l'lch i.tmtent who ha~ 

wilh<lrawn from lh11: in8liLulion withoul providin¥ wrillen nutifica:tion oih.i& or her withdrawal, in 

order to determine if any title IV funds a.re required to be retwned under this section. 

"(e) PERCENTAOB OF THE PAYMENI PERIOD COMPLEIED.--For pwposes of 
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subse.ction (~)(2)(B), 1he perce.ntage of the phyme11t period •~l'mplett.•.d is detem:.W1~d..a 

"(A) in the case of a program that is measurcQ in credit bou1s, by dividing 

the total number of days comprising the pa~·ment period into the nurnbe:r of days completed in 

that period as oftlle student's last date of attendance; 

"(B) in the case of a pro11.ram that is measmed ir1 clock hours, by dividins: 

the total nwnbol' of clock hout":11 com1tri1Sini the payment pc1io~ into the num bcr of 'ilook hours 

completed by the student in that payment period as oftht~ student's last date of nrte11dance; Zllld 

"(C) in the cl!l.Se of a program of distance le~mine;, in accordance with 

regulations prescribed by the Secretary.". 

(b) $1;"citif.1n 485 of the Act is nmended·-

(t) b)' amtindlng subsection (a)(l)("F) to read as follows: 

"(F) a state1nent of--

''(i) the refund policy of the institution for the r(:tum of unearned 

tuition ~'ld foes 01· other refundable portion of cost, as described in subparagraph (E), and any 

other refund polfoy whh whioh the institution is req\l\red to Ollm.ply; 

;.l.11) the requirements tor the retum ot· assistance provided under 

this title when a student does not begin attendance at an institution; and 

"(iii) the requirements under section 484B for the retwt1 of grant 

or loan assistance provided. under thifl title when a l'\tudent ·withdrawi; frorn, or ntherwise fa.its to 

WUlJ?lc:Lt: , u. p~.)'mt:ul pcriuc.l iu wh.id1 he or t>ht: bt<gwt 1ilhm1.buu;~ ~I W'J irn11.iLuLiun, inl.:lutling a 

specific $tatement informing the student of --

1 :(I) his or her rights, as a fi:r11Mimc- 1~tudc11t, Ul'lder section 
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484B(b), including the cancellation of nil im:t:itut.iQr1aJ ~h11rgc~ (other th~l'I an uc.bnini&triuive fc,~ 

and certain mea1 charges) it he or she withdraws or olh.erwlse ceases atcendam:e within the first 

rwo wetks of the paym~nt period; and last date of attendance; and 

u(JI) hjs or he1· rc~ponsibil.ity to provide a written. 

notification of withdrawal and a last date oJ attendance to the lnstitu'tion. aud the ':ousequem'.tS tu 

the student of failing 10 do so;". 

REPEAL Of' STATE POSTSECONf>ARY REVIEW ENTITIES; 
CONPOT:<.MINO CHANCtES TO PRO(iRAM PARTIClPA l10N AGREEMENTS 

SEC .. J 9. (a) Subpart 1 of part H oftitlr. IV of the AC1 is iepealed. 

(b) Section 487 of the Art is amended·· 

(I) in subsectiou (a)·-

"(tJ) the Sttltc in which the in~titubon is 1ocatedi'' 

(B) in paragraph ( 1 :i ), by striking out "St.ate revjew entities under subpiu1 

1 of part H" and inserting in lieu thereof '"the State in which the il'1stitution is lo(;ated'', and 

(C) in paraaraph (2 t ). by suiking out ·'the Secretary, State postsecondary 

;;c::vicw i::ntitic:s, Md accrediting agencies pw-suant to pan Hof this title." and iuscrtiug in lieu 

thereof "the Secretary and accrediting agencies~ under part A of title I, and the State in which the 

institution i$ kicated.'1
; mid 

(2) in subsection (o)··· 

(A) in paragraph (4), by 6trikins out the first comma and "after 
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c.oMnltATinn with eAch ~111Te. review enmy dP.~ien11tt11d unclar ~mhp11rt 1 of pArt H/•; Arni 

(B) in pe:in1.gra.ph (5), by sLriking out ''State review entities designatOO. 

under subpart 1 of part H," and inserting in lieu thereof "State agencies,". 

ALTERNATIVE PROGRAMS FOR MANAGEMENT IMPROVEMENT 

SEC. 20. Section 487A of the Aot is flm.cnded to rcru:l as follows: 

"AL IBRNATIVE PROGRAMS FOR MANAGEMENT IMPROVEMENT 

P. 29/31 

"SEC. 487A. (a) OUALIT:r,ASSUSANCE PROOMM ... (1) The Secretary is 

authorired to select institutions for vo1Wltary participation in a Quality Assuratice Program that 

rrnvili('IC; p.Rrtidpittine. instimt:ions with an :tltemative m)'lm~eement ~rproa~'h rhroneh whfr.n 

lmJivhluul ta.:buuJ::i; clt:v~Jup wu.1 iruplt:numt lht:ir uwn cumpn:h"nsive mHmtg"menl isyslems to 

enhance program integrity in the delivery of student financial aid. 1hese systems may include, 

but are not limited to, processini and disbursement of student financial aid, verification of 

student financial aid application data, ancl reh•tcd student services. The Secretary shall select 

institutionl3 for participation in the Qu•lity Ass\lrancc Program on tho b"'sis of oritcr.ia that 

include demonstrated institutional performance and quality a9surance goals, as determined by the 

Secretary. 

"(2) The Sccl'etary is authorized to exempt any institution participating in the 

Quality Assurance Profitram from any requirements in this title, or in any reiulations prescribed. 

Wldc1 this title, that we addJ"essecl by the iu~tilutio11 1 ~ ww1m::ll~U~ivt: uuuuigr::mr::nl sysLc;m w11J Lu 

substitute such quality assurance requirements as the Sec.1·etar-1 dt-cms necessary to ensure 

accountability and compliance with the purposes of the programs undeJ this title. 
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u(3)(A) The Secretary is authoriz~d to deiermine when an institution·~ 

"(i) that ls wiable to administer the Quality Assurance Program 

must be removed from tbe program; or 

"{ii) desiring to cease participation in the Quality Assurance 

Program will be required to complete the cunent award year under the requirements of the 

program. 

"(B) For purpo5es of subpara~raph (AXii), "current award year0 means 

the award year during which the pM:ticipatlng institution indicates its intention to cease 

participation. 

P. 30/31 

••(b) ,EXPERIMENTAL SITES.~-(l) The- Secretary is autho.riied to sel~t insthutions1 

lenders, or guaranty agencies for voluntary participation as experimental 5ltcs to evalua1e results 

and to provide recommendations to the Secretary on the impact and effectiveness of proposed 

rc1ulations or new management initiatives. 

"(2) The Secretary is authoriicd to exempt any institution, lender. or guaranty 

ngcncy pu.rticipo.ting ns nn experimental site from 11ny roquircmcnts in this title, or in any 

regulations prescribed under this title, that would bias results.". 

PBRFORMANCE .. BASED OVERSIGHT 

S'F'.(;. _ ?.1 . (11) ~t.r.tinn 4R7'R nf'tht: At'.t I~ ret1P.'let'Slffltf A!l ~f'l<'tion 487C 

(b) Part O of •ill~ IV of the Act ls :f\lnller amended by lnsenlng immediately after section 

487 A the following new section: 

.. PERFORMANCE-BASED OVERSIGHT 
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.. SBC. 487B. (a) The Secretary is authorized to implement by regulation a cyctem of 

over$igh1 of the student financi11J aid programs authorized by this title that is based on the 

performance of institutions in administering those programs and the financial strength rif thc~e 

institutions. 

"(h) A~ A p11rt of the sy~tem of oversieht ciec;crihE>ci in subsection(~), the Socretary m('ly 

ww vt: ur mwify w1y .-G4uilt:uu:nl iu this Lille::, ur iu n;:guhtliou~ prc:sc.:ribc<l wulc:r this liile. thf:l.l 

relates to an institution's administration of student financial aid programs. The Secretary may 

provide such a waivet or modification only if the Secretary detennines, on the basis of the 

institution•s perfonnance in administering those programs and its financial strength, that the 

Wl'4htflt Clt niodifitAtion would po~e no snbi;tanti<tl thret11t to program integrity.". 
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