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In accordance with OMB Circular A-19, OMB requests the views of your agency on the above
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LRM ID: MNB82 SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization -
Title IV, Pari F -- Nead Analysis

. B o 3

RESPONSE TO
LEGISLATIVE REFERRAL
MEMORANDUM

If your response to this request for views is short (e.g., concur/no comment), we prefer that you respond by
e-mail or by fexing us this response sheet. If the response s short and you prefer to call, please call the
branch-wide line shown helow (NOT the analyst's line) to laave a message with a logislative assistant.

You may also respond by:

{1) calling the analyst/attorney's direct lino (you will be connected 1o volce mail if tha analyst doas not
answer); or

(2) sending us a mamo or letter
Please Include the LRM number shown abova, and the subject shown below,

TO: Melissa N. Benton Phone: 395-7887 Fax: 395-8148
Office of Management and Budget
Branch-Wide Line (to reach legislative assistant): 385-7362

FROM: - . {Date)

{(Name)

{Agancy)

(Telephone)

The following Is the response of our agency to your request for views on the above-captioned subject:
Concur
__ No Objaction
No Commant
Soo proposed edits on pages

Other:

____FAX RETURN of ______ pages, attached to this response sheet
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12/2/97draft

PART F--NEED ANALYSIS
CONFORMING AMENDMENTS
SEC. 471. (a) Section 471 of the Act is amended, in the matter preceding paragraph (1),
by striking out “subparts 1 or 4" and inserting in lieu thereof “subpart 1".
(b) Section 473 of the Act is amended by striking out the first comma and “except

subpart 4 of part A,”,

COST OF ATTENDANCE
SEC. 472. Section 472 of the Act is amended--
(1) by striking out paragraphs (5) and (10) and,
(2) by redesignating paragraphs (6), (7), (8), (9), (11), and (12) as paragraphs (5),

(6); (7), (8), (9), and (10), respectively.

FAMILY CONTRIBUTION FFOR DEPENDENT STUDENTS
SEC. 473, Section 475 of the Act is amended--
(1) in subsection (c)--

(A) in paragraph (2), by amending the table to read as follows:
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“Percentages for Computation of State and Other Tax Allowances

: . And parent’s total
If parent’s State or territory of residence is-- income is--

less than  $15,000
$15,000 or more

then the percentage is--
Alaska, Nevada, Tennessce, Texas, Wyoming .........c.ooviviveenn 3 2
American Samoa, Canadu, Federaied Stutes of Microuesia,
Florida, Guam, Louisiena, Marshall Islands, Mexico,
Northern Mariana Islands, Palau, Puerto Rico, South Dakota,
Virpin Islands, Washington. ....occvev oo 4 3
Alabama, Mississippi ... 5 4
Arizona, Arkansas, Coxmecﬂcut llunols Indiana, Mlssouri
New Mexice, North Dakota, Oklehoma, West Virginia ........... 6 5
Colorado, Georgia, 1daho, Kansas, Kentucky, New Hampshire,
Pennaylvania ..o e e e 7 6
California, Delaware, Hawaii, Iowa, Montana, Nebraska,
New Jersey, North Carolina, Ohio, South Carolina, Utah,
Vermont, VIrgInia ..o nsresinsoessennens 8 7
Maine, Maryland, Massachusetts, Michigan, Minnesota,
ROEode IS1ANA ..c.oocvieceerir e st bt cbe s rtsseeeseesreensssnesnnee 9 8
District of Columbia, Wisconsin, Oregon ........cmmunirninen. 10 9
NEW YOIK 1t arsrrresssssessanan i st veas evanessoes 11 10
OLher ..ottt see e s res e sarssssssessnssie se sy aven veererronnas 3

1



DEC-02-1987 15:38 TO:W KINCAID FROM:DADE, J. P, 5/17

(®) in paragraph (4), by amending the table to read as follows:

“Incorue Protection Allowance

Family Size Number in College For Bach

(including student) Additional
Subtract:

1 2 3 4 5

2 $12,350 $10,240

3 $15,380 $13,280 $11,160

4 $19,000 $16,880 $14,780 $12,670

S 322,410 $20,300 $18,200 316,080 $13,.9%0

6 $26,220 $24.100 $22.000 $19.980 $17,790 $2,100

For Each

Additional

add: $2,960 $2,960 $2,960 $2,960 $2,960 -

and

(C) in puragraph (5), by striking out “$2,500" cach place it appears and
inserting in lieu thercof “$2,800" in each such place;
(2) in subsection (d)--
(A) in paragraph (1), in the matter preceding subparagraph (A), by
striking out “The” and insening In lew thereof “Except as provided In paragraph (5), the”;

B) in paragraph (2)(C), by amending the table to read as follows:
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“Adjusted Net Worth of « Rusiness or Farm

1f the net warth of a business or farm 18. Then the adjusted net worth is.

Less than $1 .o.eccenirivenimrrierersiassrsrsne s s sssssssssssesessases 30

$1 10 $90,000 1.cvvrvereressiorririicemiisassssssencessessessessernneneens 40 percent of NW.

$00,001 10 $265,000 .i.iiovieirrerenireser et et s e $36,000 plus 50 percent of NW over
$90,000

$265,001 to $440,000 ........c.. e ereree ey s $123,500 plus 60 percent of NW over
$265.000

$440,00] OF MOTE 1o e ...$228,500 plus 100 percent of NW aver
$440,000

(C) in paragraph (3}, by wneudivg the table to read as follows:

“Education Savings and Asset Protection Allowances for Families and Students

If the ape of the oldest parent is-- And there are

two parents one parent

then the alla_v-&hnce j8=ee

25 OF LSS . veeveereeerisees rrersreresssneessessstesstsnreeasronee 50 $0

26 e oeeee e e eeeee s e oo 2,500 1,700
2% AP PRUUPTURPORTON 5,000 3,300
28 e e sb sttt e sssessresarenres 400 £,000
A PP crerrases 9,900 6,700
30 . e eaataeua e eaaesereYETATATEr S IA YA EIE IS ISR sns 12,400 8,400
I TP bens bt s abr e neas 14,900 10,000
S s rnenenee s, 17,400 11,700
33 HEE e ISRt b e e s eaesana e ar ere s eers aarerssereitierrinIbEYS 19,800 13,400
B it urerresr i en Tty are Y tse b tenetatai et et aaasaraenestseen vevreethat 22,300 15,100
B e e e 28,800 16,700
1 PSR UPP RPN 27,300 18,400
3T e e eeer s e e e e 29,800 20,100
38 i e e e e 32,200 21,800
39 i, enverei et atae i hSteeaIREY L et U R e gt tbee s 34,700 23,400
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BO oo s e eeereeseeerenarenese s anre st sasnansn s srnerseansd 79200 25,100
. PO PO T R TO 38,100 25,700
A2 . iiseransenisreerrrissseresesinsanes e renasversrarer eererreesensarnnnen 39,100 26,200
43 .irrree pvererre s rsraner orervrryeeeestatenar ety renraarananerees 40,100 26,900
B4 o veisirisinireerrsareesss e besasstsaresob TrRT s g sr e neeree st anararana 41,100 27,500
B5 oo e e TP TTT T 42,100 28,000
B0 e s s e eSO TR R 43,200 28,700
- e OO PSP PPPT PP 44,300 29,400
AR oot e T veavarine 45,400 29.900
L T YUY P PP 46,600 30,700
50 1orere e st crestresermsenererns: S 47,700 31,400
L3 STV PTOPUTPYOPIPRTOIOL 49,200 32,300
Y UV OO Vesbesikiss s e iRt aRe 50,500 32,900
B e seesse e oo 82,0000 33,700
Y- S PP VPO TR 53,300 34,500
5 e vertsesssaesseestreeeb et e e rERO S s RR R sni e e e e 55,000 35,500
56 4ruveretesintatattatnantssasustsssesrrayanaterbstoiionsIRsOsaroy nayiarainess 56,600 36,400
37 TR OO TUPPETOPIRE 58,400 37,200
BB 1 1ereesseenssesereriassensssenssseres e s iasss s s s saen e g sans s 60,100 38,300
80 1iuvererireererernonsressbersssennansermaes e s ne e nan e ebia s bR Eeaan s aeaes 61,900 39,400
U revrsesssssssess e 18R R 8r8 8RR RSB 63,800 40,300
(3 PP FeeereesteanieeseianressesteteebeabrBaR TSR RS R SR SR 66,000 41,400
< T PO S 68,300 42,600
63 evrrieerereaneriniernesiraresaIe TR ot sty yerer et ateseeteaninsaabarns 70,300 43,800
Dy SO RO 72,700 45,000
65 e e ARy e e s pans 75,200 46,500
and

(D) by adding at the end thereof the following new paragraph:
“(5) Notwithstanding section 478(a), the Secretary may, in lieu of the
contribution from assets calculated un_de'r this subsection, prescribe in regulation a contribution
from parents’ assets based on an amount determined 1using factors such as the income of the

parents.”;

(3) in subsection (e), by amending the table to read as follows:
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"Parent’s Assessment From Adjusted Available Income (AAT)

If AAl is -- Then the assessment is--

Less than =$3,409 ......cccoveereeerimrrecrerercrc s snvanes -$750

«$3,409t0 $ 11,000 ..curviiioiiiereciccr e 22% of AAI

$11,001 10 813,900 c.o.eooeoreeecerecercreseesereee e esnssesssos $2,420 1 25% of AAI over $11,000
$13,901 10 $16,700 ......occevvreererrerenersiscrmnrisncninarens $3,145 + 29% of AAJ over $13,900
$16,701 10 $19,500 .....ooiniiniiiiiinrinen e $3,957 + 34% of AAI over $16,700
$19,501 €0 $22,300 ......ooo oo .. $4,909 + 40% of AAI over $19,500
$22,301 OF MIOTE .....cveeerreereneeimesssnsanssarnin s nsanins $6,029 + 47% of AAI over $22,300

(4) in subsection (g)--
(A) in paragraph (2)(D), by striking out “$1,750.” and inserting in liew
thereof “$3,500.”; and
(B) in paragraph (3), by amending the table to read as follows:

“Percentages for Computation of State and Other Tax Allowance

If the student’s State or territory of residence i5--- The Percenuage is--

Alaska, Nevada, South Dakota, Tcnnessee, Texas, Washington,

VWY OIIIRG +0rvares verecririniiinstisasse it tanrann s an s s 01 AY S F PO TP E YT O AP AR E AT Y ER OO E S Em T as na v nnn e 0
Flotida, New HampBhiTe ..........cccervirinieininicnsmmmesr o 1
American Samoa, Canada, Connecticut, Federated States of Micronesia, Guam,
Tlinais, T.onisiana, Marshall Tslands, Mexico, Narth Dakota,

Northern Mariana Islands, Palau, Puerto Rico, Virgin Islands .........ccoreevvninninane 2
Alabaing, Arizona, Mississippi, Missouri, New Jersey, Penusylviutia w.oen 3
Arkansas, Colorado, Georgia, Indiana, Kansas, Michigan, Nebraska,

New Mexico, Oklahoma, Rhode Island, Vermont, Virginia, West Virginia ....... 4

California, Delaware, Idaho, Iowa, Kentucky, Maine, Massachusetts,
Montana, North Carolina, Ohio, South Carolina, Utah, Wisconsin .......ooevveerines 8

Hawaii, Maryland, Minnesota, OTEEON ........cccveeireerrmrorecvninisnessssisssssmmianiions 6
District of Columbia, New YOIK .......cccocmnmmmnmmmiimmmmniii e ensssen s 7
OHBET .ot ne e e e e b b s e b e e bbbt ea s e vanees e semms e s e e ensones e e e b s 2

”"»
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(5) in subsection (h)--
(A) by striking out “The” and inserting in lieu thereof *(1) Except as
provided in paragraph (2), the”; and
(B) by adding at the end thereof the following new paragraph:
“(2) Notwithstanding section 478(a), the Secrctury 1y, in lieu of the
contribution from assets described in paragraph (1), prescribe in regulation & contribution from

student assets based on an amount determined using factors such as the incorue of the student,”;

and
(6) in subscction (i)--
(A) in the heading thereot, by striking out “MONYHS FOR PURPOSES
OTHER THAN SUBPART 2 OF PART A OF THIS TITLE.--" and inserting in lieu thereof the
following: “MONTHS --"; and

(R} in the matter preceding paragraph (1), by striking out “for purposes

other than subpart 2 of part A of ihiis title.” aud wserting in lieu thereof a colon.

FAMILY CONTRIBUTION FOR INDEPENDENT STUDENTS
WITHOUT DEPENDENTS OTHER THAN A SPOUSE

SEC. 474. Section 476 of the Act is amended--
(1) in subsection (a)--
(A) in the matter preceding paragraph (1), by striking out “For” and
inserting in l.icu thercof “Lxcept as provided in paragraph (2), for”;

(B) in paragraph (1), by redesignating subparagraphs (A) and (B) as
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clauses (1) and (il), respectively;

(C) in paragraph (2), by siriking out “paragraph (1)” and inserting in liew
thereof “subparagraph (A)";

(D) by redesignating paragraphs (1) and (2) as subparagraphs (A) and (B),
respectively;

(E) by inserting immediately after the subsection heading the paragraph
designation “(1)”; and

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

“(2) For periods of enrollment of other than 9 months, the expected family
contribution shall be determined by dividing the cxpceted family oontribution determined under
paragraph (1) by 9, and multiplying the result by the number of months enrolled.”,

(2) in subseotion (b)--

(A) in paragraph (1)--
(i) in subparagraph (A)
(1) by amending clause (iv) to read as follows:
"(iv) an income protection allowance, determined in accordance
with paragraph (4);"; and
(D) in clause (v), by striking "paragraph (4);" and inserting
"paragraph (5);"; and
(a1) in subparagraph (B), by striking "paragraph (5)." and ivserting
"paragraph (6).";

(B) in paragraph (2), by amending the table 10 read as follows:
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"Percentages for Computation of State and Other Tax Allowance

iﬁhe student's State or territory of residence is--- The Percentage is--

Alurka, Nevada, South Dakota, Tennessee, Texas, Washington,

WYOIMINE ..ot b b e sa e e b e an drans 0
Florida, New HampBhire ... ...c..ocoveieiiieereesivresieiasseesenststosaessnsseseemsvenssssnce o w1l
Aunerican Samoa, Canada, Connecticut, Federated Stetes of Mlcrones.a. Guam,
Illinois, Louisiana, Marshall Islands, Mexico, Noith Dakota,

Northern Mariana Islands, Palau, Puerto Rico, Virgin Islands ..............cococooo.... 2
Alabama, Arizona, Mississippi, Missouri, New Jersey, Pennsylvania ........... 3
Arkansas, Colorado, Georgin, Indians, Kansas, Michigan, Nebraska,

New Mexico, Oklahoma, Rhode Ysland, Vermont, Virginia, West Virginia ....... ¢
Califomia, Delaware, 1daho, Iowa, Kentucky, Maine, Massachusetts,

Montana, North Carolina, Ohio, South Carohna, bza.h, WISCONSIA ..o S
Hawaii, Maryland, Minnesota, Oregon ... vt e e et e, B
District of Columbia, New York ......cccoivrvmmnniniceressae oo 7
OHREL ... e e e rere e s rarasr e veRe s e Rt s o e a b e s serssanesane 2

e—" ’

(C) in paragraph (4)(A), by striking out “$2,500" and inserting in lieu
thereof “$2,800";
(D) by redesignating paragraphs (4) and (5) as paragraphs (5) and (6).
respectivoly; and
(E) by inserting atter peragraph (3) the following new paragraph:
(@) INCOMEFROTECTION ALLOWANCE --The income protection
allowance is determined by the following table (or & successor table prescribed by the Secretary

under section 478):
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"Tncome Protection Allowance

Famnily Size " 'Number in College
(including student) 1 !

1 6,000

2 9,000 6,000

" and

(3) in subsection (¢)--
(A) in paragraph (1), in the matter preceding subparagraph (A), by
striking out “The” and inserting in lien thereof “Except as provided in paragraph (5). the”;

(B) iu paragraph (2)(C), by amending the table to read as follows:

“Adjusted Net Worth of a Business or Fanm

P, 12/27

If the net worth of a business or farm is-- Then the adjusted net worth is:

Less than $1 .o e ssesene w80

$1 10 $90,000 .......coveervrercraeennen, etrerrenereee ey 40 percent of NW

$90,001 to $265,000 ... $36.000 plus 50 percent of NW over
$90,000

$265,001 10 $440,000 ........ocieinirennicnrme i irsennens $123,500 pluy GO percent of NW over
$265,000

$440,001 OF MOTE ...oovnnrivrarires s mmesinensmsminenens $228,500 plus 100 percent of NW over
$440,000

(C) in paragraph (3), by amending the table to read as follows:
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“Asset Proteciion Allowance for Families and Students

P, 13/27

If the age of the student is-- And the student is
martied single
then the allowance is--

25001885 v e et $0 $0

20 i e e R EEN LN EL et IS I et ban e re 2,500 1,700
27 eeoereesseaes e eee b b S ARE bt b aaRsSRY e bbb ee s bbb eeeeeeeereeere 5 000 3,300
72 . SO VU VST 7,400 5,000
L U UAP PO PP 9,900 6,700

K 3 (PO SOV Vs 14,900 10,000
U OO 17,400 11,700
1 P OO eesrnosnon 19,800 13,400
B orereeeeeeereee e et eee et eeseeeee e ee e s erat s een e en e ten 22,300 15,100
K 1 OO TR SO 24,800 16,700
3G et ear st s st s st b re s e s es s snrebecn st bees 27,300 18,400
1 T O U PP PR 29,800 20,100
38 itiiereie i it tr e hteateateessisserstseeeeteaehat e rreannanteebes srasrntetesein 52,200 21,800
B ittt ittt re e st ren e s ae s e rrrdeae et eRa A h s s e s semanpemreneererhe 34,700 23,400
B0 s et ae e sae st e s e nprasare voereennns 3 1,200 25,100
L O Ve n e ttati s 38,100 25,700
S O R 39,100 26,200
B3 oo T e s s e TP 40,100 26,900
. 7 AN el ERRE s b en s s bbb 1L b b sesranarananant 41,100 27,500
B5 et e 42,100 28.000
A6 eevrerestsesreiraares i e e e s s e e st e en st s ameen e et eeseeesseresernens 43,200 28,700
BT sovrie et e e as et e st aer s e eren e eate bt babe e 44,300 29,400
48 e e RN e ta iy et e aret e S bba b b s e baen 45,400 29,900
B0 et e e e b e s R e aer v DR 46,600 30,700
B0 ooeereeeueeseereeerreasan s eeretvesesee RSyt eres e er e e eeeeenespeern e ee 47,700 31,400
0 3 T U TSR 49,200 32,300
52 ... O U S TP 50,500 32,900
3 i e e aere s sbe kbbb a s bre s ke b be et seererenan 52,000 33,700
SB oot et saae et e e e b e s ar s rrees nes 53,300 34,500
o 7. PO U ORI 55,000 35,500
56 vovvveerrrsreesseesreeeeseeseressssss e eeeesesesmsrassesseesssassesesesesteneaserere 56,600 36,400
S VPR 58,400 37,200
1 60,100 38.300

X
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50 et et ert et e e eSO bt s e eartaRaae e naEaese e saeres TP 61,900 39,400
B0 et iieriie bt e eere et s e en e e e ESr SRy St s varatsaeareaesnaresranrens 63,800 40,300
61 v e erins e nrs et e e s reb e rersesrantens 66,000 41,400
62 s e s seprerata s st saeseenennens 08,300 42,600
63 vt s e e e RS R s 70,300 43,800
3 U fesetsernaesnnnes 72,700 45,000
65 OF MOLB.....cvirvereirrenionececerrarsresrarrereens et et sasae e eres 75,200 46,500
and

(D) by adding at the end thereof the following new paragraph:
“(5) Notwithstanding section 478(a), the Secretary may, in lieu of the
contribution from assets calculated under this subsection, prescribe in regulation a contribution
from the family’s asscts bascd on an amount dstermined using factors such as the income of the

family.".

FAMILY CONTRIBUTION FOR INDEPENDENT STUDENTS
WITH DEPENDENTS OTHER THAN A SPOUSE

SEC. 475. Section 477 of the Act is amended--
(1) in subsection (a)--

(A) in the'ma.tter preceding paragraph (1), by striking ant “Far” and
inserting in lieu thereof “Except as provided in paragraph (2), for™;

(B) in paragraph (1), by redesignating subparagraphs (A) and (B) as
clauses (i) and (ii), respectively;

(C) in paragreph (3). by striking out “paragraph (2)” and inserting in lieu
thereof “subparagraph (B)”;

(D) by redesignating paragraphs (1), (2), and (3) as subparagraphs (A),

e



o
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(B), aud (C), wespectively;

(E) by inserting immediately atter the subsection heading the paragraph
designation “(1)"; and

(F) by adding at the end thercof the following new paragraph:

“(2) For periods of enrollment of other than 9 months, the expected family
contribution shall be determined by dividing the expected Mumily contibution determined under
paragtaph (1) by 9, and multiplying the result by the number of months enrolled.”;

(2) in subsection (b)--

(A) in paragraph (2), by amending the table 10 read as follows:

“Percentapes [Lr Computation of State and Other Tax Allowanccs

And family's total

If student’s State or territory of residence is.- income is==-
luss than $15,000
$15,000 or more

then the percentage is---

Alaska, Nevada, Tennessee, Texas, WyoIning ....cccomiininenn. 3 2
American Sanoa, Canada, Federated States of Micronesia,

Florida, Guam, Louisiunya, Murshall Islands, Mexico,

Northermn Mariana Islands, Palau, Puerto Rico, South Dakota,

Virgin Islands, Washington.....cuveeeeicvimsiicvecinsiiivneiene & 3
Alabama, Miggisgippi viiviveee... 5 4
Arizona, Arkansas, Connecncut Illmoxs Indlana, Mlssoun.

New Mexico, North Dakota, Oklahoma, West Virginia ... 6 5
Colorado, Georgia, Idaho, Kansas, Kentucky, New Hampshire,

PennsylVania ... e i 7 6

California, Delaware, Hawaii, lowa, Montana, Nebraska,
New Jersey, North Carolina, Ohio, South Carolina, Utah,

Vermont, VIIZINIA ....ccevivveric i iininimmsin e e B 7
Maine, Maryland, Massachusetts, Michigan, Minnesota,
RBode ISIANd ... iieeicsessarnrsenressessnesrs oo ssi s ssars s saran 9 8
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Distrivt of Columbia, Wisconsin, OFr¢gon .....cvvvvneneasniiiinnnns 10 0
NEW YOIK ovoveecicceiiirssesisviiirs oo cssnsssssmmnnsennrasesnes A 11 10
18001 HTRTRTT T TP PP P VIRURINe 4 3

(B) in paragraph (4), by amending the table to read as follows:

“Income Protection Allowance

ey

Family Sizg Number in College For Each

(including student) Additional
Subtract:

1 2 3 4 5

2 $12,350 $10,240

3 $15,380 $13,280 $11,160

4 $19.000 $16,R80 $14,780 $12,670

5 $22,410 $20,300 $18,200 $16,080 $13,980

6 $26,220 $24,100 $22,000 $19,980 $17,790 $2,100

For Each

Additional

add: $2,960 $2,960 $2,960 $2,960 $2,960

and

(C) in paragraph (5), by striking out *'$2,500" each place it appears and
inserting in lieu thereof “$2,800" in cach such place;
(3) in subsection (c)—
(A) in pzﬁ‘agraph (1), in the matter preceding subparagraph (A), by
striking out “The" and inserting in licu thereof “Excépt as provided in paragraph (5), the”;

(B) in pasagraph (2)(C), by amending the table 1o read as follows:

(¥
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“Adjusted Net Worth of a Business or Farm

If the net worth of a business or farm is-- Then the adjusted net worth is:

Less than $1 ..o cveemennsssisosnsonrn w30

$1 10 $90,000 .......cociririerceeiieriresrrec i, 40 percent of NW

$90,001 10 8265,000 1veerieereer v 536,000 plus 50 percent of NW over
$90,000

$265,00] 10 8$440,000 ... oiiciriniimnrne e $123,500 plus 60 percent of NW over
$265,000

$440,001 OF TOTE ...ceevvrerrrioreriieiiise e $228,500 plus 100 percent of NW over
$440,000

(C) in paragraph (3), by amending the table to read as follows:

“Asset Protection Allowance for Families and Students

If the age of the student is-- ' And the student is

married single

then the allowance is--

25 0E JESS . oiiaieciiiriir s inreivateeersrees e astrerissse s sseniasargerrantey Jrreeasans $0 S0

1 ST PR TR TR 2,500 1,700
2T e ereesneene s e eereresssnstssssrarannrranessarrnrss s sensssncnnne 9, 000 3,300
Ao e 1,400 5.000
2 e —— 4R A BT T e R AT 9,600 6,700
K L) OO PSRN 12,400 8,400
) I e v eI R e ereeatrre et e arat ke te e R r et ee e nne e vabe by 14,500 10,000
G A O OOV PPOTPPP PR 17,400 11,700
K RSP PO OO PO . 1§ 15,100
53 e reeeerseesseseneresnes s csasntesnans eone et eresesiensees s 24,800 16,700
K 1 T T T U OO TP VOO 27,300 18,400
R I 2 U PO PR OUS UL U S 29,800 20,100
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B8 oo oseereesees aaer s see eeesessee e ere e o se e SRR 32,200 21,800
30 ttiee st seetriae et anierats raserinteaebeesre s srerusrne s R s a e ser s ae e 34,700 23,400
GO .. vt it e s e e e e ek a b s a e neh s b s 37,200 25,100
8] e e sessrsasananesnener- 3 8,100 25,700
B3 e et rrenienrer ure pesereneaearamaren e o R v 40,100 26,900
B oo eeeerees ey e ssra e ar eSS SRR e d1,100 27,500
A e eetee e e aere s e Saes ey PSS SL AR RS SR RS A R 42,100 28,000
B6 o by e e 43,200 28,700
B7 o ettt r et sb s sepa bt n R aes sha b RsROL ...44,300 29,400
B8 ottt s e s saa e b s s eI wvoenen85,400 29,900
49 1ovinirnine feob et e eabeneranta e et teAAtabbebeesre A rere e e R sa b T pa L ern ves 46,600 30,700
50 i N ee At brerpenratairaeeste e e e e be b it ers nana pepas b s e 47,700 31,400
3 breretier s b ans st en s ereaet et ea e e aearA e re R es e sehESROTT ORI ROY S 00 ..49,200 32,300
B rtittstesi s e raen et et e et sa AT R e s e et ererrner 000,500 32,900
5 o eereresaeraees vy er e s e s s s p e SR AR S eSS RSt 52,000 33,700
BQ o o e T e b A beae ere s e rn b s ne s aras 53,300 34,500
55 e e Eeer e et s st abe s e s ara e 55,000 35,500
86 rovreeeeersisnmnsssessstess e besseenemssessneoos s assssnsenssesassssressnnssrees 56,600 36,400
L 2SO PR PRN 58,400 37,200
1. Z TN Crerrerassmensenreenrnn e st eann 60,100 3%,300
89 e, crrerrrsienassrsnssnennrsasernessassennransneneesaeneere 0 1,900 39.400
B0 et e b eiae e s e tars e e ase a b na e bae 63,800 40,300
3 SOOI e eneener et 10--,66,000 41,400
B2 o e eI e e R bR 68,200 42,600
G ouinriiriin et e e 72,700 45,000
65 OF INOTE.cevv.veeeceesrt e es et s saeste e e e css s st s sasa et e sh a0 O RTINS 75,200 46,500
and

{D) by adding at the end thereoy the following new paragraph:

*(5) Notwithstanding section 478(a), the Secretary may, in lieu of the
contribution from assets calculated under this subsection, prescribe in regulation a contribution |
from the family's assets hased or; an amount determined using factors such as the income of the
farnily.” and

(4) in subsection (¢), by amending the table to read as follows:
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“Asscssmont From Adjusted Available Income (AAT)

If AAlip - Then the assessment ig-«

Lessthan «33,400 .......cvnvieisiennneereresene s 3750

«$3,400t0 S 11,000 ..ot 22% of AAI

$11,001 10 813,900 ......cccceevrrunirens peevervenrerabeneesier $2,420 + 25% of AAl over $11,000
$13,901 10 816,700 «.veeerecnrrrnmrreirronrmnnnsssineeecenne- 53,148 + 2096 of AAT over $13,900
$16,701 t0 §19,500 ..........ocvevriemneririereneeneessssmeins $3,957 + 34% of AAl over $16,700
$19,501 10 822,300 ....cocverrrreevstinite e $4,909 + 40% of AAl over $19,500
$22.301 Or MOLE vvvevvereeeaeecceeecriririrearn e - 96,029 + 47% of AAI over $22,300

REGULATIONS; UPDATED TABLES
SEC. 476. Section 478 of the Act is amended--
(1) in subsection (a)(1)--
(A) in subparagraph (A), by striking out “or* at the end thereof:
(B) in subparagraph (B), by striking out the period at the end thereof and
inserting in lieu thereof a semicolon and “ot"'; and
(C) by adding at the end thereof the following new subparagraph:
“(C) as otherwise provided in this part.”;
(2) in subsection (b), by stiking out “1993-1994,", “sections 475(c)(4) and
477(b)(4).”, end “1992" and inserting in liev thereaf “1999.2000,", “sections 475(¢c)4).
476(b)(4), and 477(b)(4).”, and “1998", respectively;
(3) in subsection (c)--
(A) inthe matter preceding paragraph (1), by striking out “1993.1994,”

and inserting in lieu thereof “1999-2000,”;

1
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(B) in paragraph (1), by striking out “1992" and inserting in lien thereof
“1998"; and
(C) in parageaph (2), by striking out “*$30,000', ‘$105,000', and
‘$195,000"" and inserting in lieu thereof **“$36,000", ‘$123,500', and *$228,500";
(4) in subsection (d), by striking ont “1993-1994,” and inserting in licu thereof
*1999-2000,”;
(5) in subsection (e)-=
(A) in the matter preceding paragraph (1), by striking out “1993-1994,”
and inserting in lieu thereof *1999-2000,"; and
(B) in paragraph (1), by striking out “1992" and inserting in lieu thereof
“1998";
(6) in subsection (g), by striking out “1993-1994,” and inserting in licu thereof
“1999.2000,"; and
(7) in suhsection (h), by striking out “1993-1994,” and inserting in lieu thereof

“1999-2000,™,

FINANCIAL AID ADMINISTRATOR DISCRETION
SEC. 477. Section 479A(a) of the Act is amended to read as follows:
"(e) IN.GENERAL,.--Except as otherwise provided in this section, nothing in this part
shall be interpreted as limiting the authority of the financial ald administrator, on the basis of
adequate documentation, to make adjustments on a case-by-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

(¢
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allow for treatment of an individual eligible applicant with special circumstances.

"(2) Notwithstanding paragraph (1), a financial aid administrators may not make
the adjustments described in such paragraph in the absence of special or extraordinary
circumstances.

"(3) For purposes of this section--

"(A) ‘special circumstances' shull be defined as conditions that
differentiate an individual student from a c;,lass of students rather than conditions that exist across
a class of students; and

"(B) 'extraordinary circumstances' shall, notwithstanding section 478(a),
be defined by the Bcorctary in regulation.

"(4) Notwithstanding section 47¥(a), the Secretary may preseribe such
regulations as the Secretary determines necessary to reduce the potential for sbuse of this section.

"(5) Nothing in this title shall be interpreted as limiting the authority of the
financial aid administrator, in documenting the need for adjustments under this section, to
request and use supplementary infoanation about the financial status or personal circumatances
of ¢ligible applicants in selecting recipients and defermining the améunt of awards undey this
title. No student or parens shall be charged a fee for collecting, processing, or delivering such

supplementary information.”.

DEFINITIONS
SEC. 478. Section 480 of the Act is amended--
(1) in subsection (a)(1)--

(i) by inserting the subparagraph designation “(A)” immediately

(9
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after the paragraph designaliou;

(ii) by striking out “preceding tax year” and mserting in lieu
thereof “base year (as determined by the Secretary under subparagreph (B))”; and

(iii) by adding at the end thereof the following new subparagraph:

“(B)(i) The Secretary shall specify the year that <hall he used as the base
year for purposes of subparagraph (A). If, after consultation with representatives of iustitutions
of higher education, students, affected State agencies, and other relevant parties, as determined
by the Secretary, the Sectetary determines that & year other than the preceding tax year shall be
wsed ag the hage year, an institution of higher education may, without meeting the requirements
of individual speciul circumstances and docurncntation in scetion 479A, use the income and
asser information of the student (and the student’s parents, in the casc ot a dependent student, or
the student’s spouse, if any, in the case of an independent student) from the preceding tax year to
adjust the student’s expected family contribution as calculated using the base year specified by
the Secretary.

“(11) Notwithsianding section 478(u), tlie Secretary may specify
such adjustment factors as may be necessary to update base year information to reflect changes in
the national economy.

“(iii) The Secretary shall ensurc that any change in the base year
used for pugposes of subparagraph (A) shall be implemented at & time and in a manner that
minimizes any possible disruption to the student aid delivery process.”,

(2) in subsection (c)(1), by amending subparagraph (A) to read as follows:

“(A) has scrved more than 180 days on active duty in the United States

Army, Navy, Air Force, Marines, or Coast Guard; and”;

14
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(3) in subsection (d)(7), by striking out the period at the end thereof and inserting
in licu thereof a comma and "subject to such measures us the Secretary may take, including the
issuance of regulations (notwithstanding saction 478(a)), as the Secretary determines necessary
to protect against the misuse of this paragraph.”; and

(4) in subsection (e)~

(A) in paragraph (2), by adding “and” at the end thereof;
(B) in paragraph (3), by striking owt the semieclon and “and” at the end
thereof and inserting in licu thereof a period, and

(C) by striking out paragraph (4).
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draft 12/2/97
PART F--NEED ANALYSIS
Section-by-Section Analysis

Section 47]. Scction 471 of the bill would make conforming amendments to sections
471 and 473 of the Act that would eliminate references to the State Student Ineontive Grant

(SSIG) programn, Section 415(e) of the bill would repeal the SSIG program.

Section 472. Sectiaon 472 of the hill would eliminate paragraphs (5) and (10) from the
definition of “'cost of attendance” in section 472 of the Act. Section 472(5) of the Act limits the
costs that may be included for a student engaged in a program of study by correspondence: to
tuition and fees and, if required, books and supplies, travel, and room and board costs incurred
specifically in fulfilling & 1equired period of residential training. Section 472(10) of the Act
prohibity the inclusion of equipment rental or purchase costs for a student raceiving inetruction
via telecommunications technology. These distinctions between the allowable cost of
attendance for students in distance leaming programs and students in more traditional,
classroom-based programs of study are not justified, since students in both types of programs
have room and board costs, end often have similar needs for equipment (such as personel

computers). Other changes pertaining to distance learning programns are proposed in sections 4
and 4__ of the bill,

Section 473. Section 473 of the bill would amend the calculation of the expected family
contribution (EFC) for a dependent student in section 475 of the Act. First, sections 473(1)(A),
(B), and (C), (2)(B) and (C), and (3) of the bill would update the numbers used in sections
475(c)(2), (4), and (5), (d)(2)(C) and (3), and (e) of the Act, respectively, for the computation of
State and other tax allowances, the income protection allowance, the employment expense
allowance, the adjusted net worth of a business or farm, the education savings and asset

protection allowances for families and students, and the parent’s assessment from adjusted
available income.

Sections 473(2)(A) and (D) of the bill would amend section 475(d) of the Act to
authorize the Secretary to prescribe in regulation a contribution from parents' assets based on an
amount determined using factors such as the parents’ income. This contribution would be in lieu
of the contribution from assets calculated under section 475(d) of the Act, which discourages
saving for postsecondary education. Similar amendments are proposed for sections 473(h).
476(0), and 477(c) of the Act in sections 473(5), 474, and 475 of the bill, respectively.

Section 473(4) of the bill would amend section 475(g) of the Act to update the numbets
used in the employment expense allowance and the computazion of State and other tax allowance
for the calenlation of the dependent student’s contribution from income.

Section 473(5) of the LIl would amend section 475(h) of the Act to permit the Sccretary
to prescribe in regulation & contribution from the dependent students’ assets based on an amount
determined using factors such as his or her income. This contribution would be in lieu of the
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contribution from assct: cuncntly calculated under section 475¢h) of the Act, which discouragen
saving for postsecondary education.

Finally, section 473(A) of the hill would make minor technical changes to section 475(i)
of the Act.

Section 474. Section 474 of the bill would amend the calculation of the EFC for an
independent student. without dependents (other than a spouse) in section: 476 of the Act, in ways
similar to the changes proposed in section 473 af the hill ta saction 475 of the Act regarding the
calculation of the EFC for a dependent student: the numbers used in the various allowances that
are part ot the EFC calculation would be updated, and the Secretary would be authorized to
prescribe in regulation a contribution from the independent students’ assets based on an amount
determined using factors such as his or her income in lieu of the contribution from assets
curteptly valeulateal wides section 476(c) of the Act,

In addition, sections 474(2)(A) and (E) of the bill would amend section 476(b) of the bill
to make the income protection allowance (IFA) for independent students without dependents

(otheer than a spouse) more comparable to the IPAs used for parents of dependent students and for
independent students with dependents, This change would Increase the Pell Grant and other
need-based aid available 10 low- and moderete-income studems in this category.

Finally, section 474(1) of the bill would amend section 476(a) of the Act to include an
authority, comparable to that found in section 473(i) of the Act for dependent students, to adjust
the EFC of an independent student without dependents (other than a spouse) o1 periuds of
enroliment of other than 9 months. A similar change is proposed in section 475 of the bill for
independent students with dependents othet than a spouse. This amendment is consistent with
the purpose of the EFC calculation: to determine what a student aud his or her family can
reasonably expect to contribute during the student's period of enrollment. If the period of
enrollment is other than the “wraditional” 9 month period, the EFC should loglcally be adjusied as
well,

Section 473. Scction 475 of the bill would amcnd the calculation of the EFC for an
independent student with dependents (other than a spouse) in section 477 of the Act, in ways
similar to the changes proposed in sections 473 and 474 of the bill to section 475 and 477 of the
Act, respectively: the aumbers used in the various allowances that are part of the FF(T
calealation would be updated, the Secretary would be permitted to presaribe in regulation a
contribution from the Independent students® assets based on an amount determined using factors
such as his or her income in lieu of the contribution fror assets currently calculated under
section 477(c) of the Act, and an adjustment of the EFC for periods of enrollment for other than
9 months would be authorized.

Section 47§. Section 476 of the bill would amend section 478 of the Act to updaie the

academic years referred to in this section, include a reference to the income protection allowance
table that would be added to section 476(b) of the Aci by section 474 of the bill, aad to broaden

1
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the regulatory authority in section 478(a)(1) of the Act to permit the Secretary to preseribe
regulations to carry out the provisions of part F of title IV of the Act where specifically permitted
by the provisions of part F. Currently, the Secretary may only updaie the tbles used In part F
and propose modifications in the need analysis inethodology via regulation. This limited
exception would provide the Secretary with necessary flexibility o carry out specific provisions
of part F.

Section 477, Section 477 of the bill would amend section 479A(a) of the Act make some
minor stylistic changes, to expand a financial aid administrator’s authority to use professional
judgment to adjust the amount of the EFC, and to authorize the Secretary to regulate the use of
the professional judgment authorlty as needed to reduce the potential for its abuse. Current law
permits the use of professional judgment only o adjust the data elements used in calculating the
EFC, and can result in an unnecessary, awkward, and burdensomse recaleulation of the EFC,
when the adjustment could have been more appropriately and easily made by adjusting the EFC
itself. Adjusting the EFC would enable a financial aid administrator to more accurately reflect a
student’s circumstances. 1'o prevent abuse, this expanded authority could only be used in
extraordinary circumnstances that would be defined by the Secretary in regulation.

Scotion 478 Scction 478 of the bill would amend the definitions in section 480 of the
Act. First, section 478(1) of the bill would amend section 480(a)(1) of the Act to require the
Secretary to specify the year to be used as the base year for purposes of the definition of “tota)
income.” (Currently, the tax year preceding the first calendar year of the academic year for
which the determination of need is calculated is considered the base year.)

Under the proposed amendment, if the Secretary determines, after consultation with
representatives of the higher education community, that a year other than the preceding tax year
should be used as the base yesr, an institution of higher education could adjust a student’s EFC,
as calculated using the base year specified by the Secretary, by using the student's incomé and
asset information from the preceding tax year (the base year under current law). This adjusument
could be made without meeting the requirements of individual special circumstances and
documentation for the exercise of financial aid administrator discretion under section 479A of
the Act, The Secretary could also specify any necessury adjustment factors to update base year
information to reflect changes in the national economy, and would ensure that any change in the

base year would be implemented in a way that minimizes any possible disruption to the student
aid delivery process.

These changes would provide the Scorctary with the flexibility necded to roduoc
burden on applicants and institutions in the data collection and verification of information
processes, This flexibility would enable the Secretary to receive aid applications for an award
year significantly earlier than January 1, es under current law, which would allow many schools
to inform students of their eligibility for financial aid at the same time they do their admissions.
This change would be a major step toward creating a "virtual application,” which is a core
concept of the Project EAS] (Easy Access for Students and Institutions) delivery system. Data
analyses indicate that the preceding tax year (the current bass year) is not the only reasonable

3
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-

indicator of EFC for 8 particular academic school year, and the proposed amendment containg
safeguards that would permit the updating of information, either for the individual student (by
the institution) or for all students (by the Secretary, to reflect changes in the national economy).

Section 478(2) of the bill would amend the definition of a “veteran” in section 480(c)(1) to
conform with the definition used by the Department of Vetcrans' Affairs (DVA). This change
would remove an obstacle to data matching between the DVA and the Department of Education.

Section 478(3) of the Act would add safeguards against abuse to the definition of an
independent student in section 430(d) of the Act. Currently, a financial aid ediinistrator may
ke & ducwuented determination of independence by rcason of unusual circumstances that are
in addition to the regular criteria for determining that a student is independent. The Secretary
would be authorized to take necessary measurs, including the issuance of regulations, to prevent
the abuse of thig authority by financial aid administrators.

Section 478(4) of the bill would amend section 480(e) of the Act by eliminating an outdaled
reference in current paragraph (4) to payments made, and services provided, under part E of title
IV of the Social Security Act. ’



DEC-02-1997 15:13 TO:W KINCAID FROM:DADE, J, HZA ﬂ‘“ﬁw P, 1/13
/’——-—\

Total Pages: [ \5

LRM ID: MNB73

k.

EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
Washington, D.C. 20503-0001

Tuesday, December 2, 1997

LEGISLATIVE REFERRAL MEMORANDUM

TO: Legislative Liaison Otficer - See Distribution below J}i‘\%:

Wl Wy o/

FROM: Janet R. Forsgren (for) Assistant Director for Legislative Reference 4-1’ \’J
OMB CONTACT: Melissa N. Benton
PHONE: (202)395-7887 FAX: {202)395-6148

SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization - Title IV,
Part A, Subpart 1 -- Pell Grants

DEADLINE: COB Friday, December 5, 1997

'3
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 thig
item will affect direct spending or recelpts for purposes of the "Pay-As-You-Go" pravisions of Title
XIll of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: ED intends to transmit these pruposals informally to congressional staff next waek.

DISTRIBUTION 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
Jonathan H. Schnur
Michael Cohen
William R. Kincaid
Daniel J. Chenok
Daniel I. Werfel
Robert G. Damus
Edward M. Rea
Beverly B, Thierwechter
Thomas P. Stack
John S. Radzikowski

James Boden _
Constance J. Bowers
Janet R. Forsgren
James C, Murr



- DEC-02-1997 15:13 TO:W KINCAID FROM: DADE, J, P, 2/13

LRM ID: MNB73 SUBJECT: EDUCATION Draft Bill on Higher Education Act Reauthorization -
Title IV, Part A, Subpart 1 -- Pell Grants

RESPONSE TO |
LEGISLATIVE REFERRAL
MEMORANDUM

i your response to this request for views Is short {e.g., concur/no comment), we prefer that you respond by
e-mail or by faxing us this response sheet. If the response is short and you prefer to call, please call the
branch-wide line shown below (NOT the analyst's ling) to leave a message with a legistativa assistant.

You may also respond by:

(1) calling the analyst/attorney’s direct line (you will be connacted to voice mail if the analyst does not
answar); or

{2) sending us 8 memo or latter
Please include the LRM number shown above, and the subjoct shown below.

TO: Melissa N. Benton Phone: 395-7887 Fax: 395-6148
Office of Management and Budget
Branch-Wide Line {to reach legislative assistant}: 395-7362

FROM: e e, {Date)

{Name)

{Agency)
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No Comment
See proposed edits on pages

Othor:

. FAX RETURN of = pages, attached 1o this response sheet
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draft 11/28:97
TITLE IV--STUDENT FINANCIAL ASSISTANCE

PART A--GRANTS TO STUDENTS

SEC. 400. Section 400 of the Act is amended--
(1) in subsection (a)--
(A) in paragraph (1), by siriking out “basic eduoational opportunity
granty” und inserling in licu thereof “Federal Pell Grants”,
(B) by striking out paragraph (3);
(C) in paragraph (5)--
(i) by striking out “assistance” and inserting in lieu thereof
“incentives”; and
(31) by striking owl the period at the end thereof and inserting in
lieu thereof “to reward them for retaining Federa) Pell Grant recipients until they complete their
degree prograims.”; and
(2) in subsection (b), by striking out “subparts | through 8.” und inserting in licu

theicof “subparts 1 through 6,”.
SUBPART 1--PELL GRANTS
AMENDMENTS TO PELL GRANTS

SEC. 401. (a) The heading for subpart Lol pan A of title I'V of the Act is amended to

rgad us follows: “FEDEFRAL PELL GRANTS”,
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(b) Soction 401 of the Act is amended--

(1) in the heading thereof, by striking out "BASIC ERQUCATIONAL
QPPORTUNITY” and inserting in lieu thereof “FEDERAL PELL”;

(2) in subsection (a)--

(A) by amending paragraph (1) to rend as follows:

"(1) The Secretary shall, thirough September 30, 2003, provide such sums as may
be necessary to eligible institutions for the award of Federal Pell Grants under this section to
cligible students (as defined in section 484) attending such institutions as undergraduates.”; and

(B) by striking out paragraph (3):

(3) by amcnding subscction (b) to rcad as follows:

"(b) AMOUNT OF FEDERAL PELL, GRANTS.--(1) Except as provided in paragraphs
(2), (3), (4), and (5), the amount of the Federal Pell Grant that may be awarded to an eligible
student for an academic year shall be tht’: amount remaining after subtructing the student's
expected family contribution for that year, as determined under part F, from the maximum
Federal Pell Grant established for thet academic year in the applicable appropriations Act.

"(2) If the maximum Federal Pell Grant established for an academic year in the
applicable appropriations Act exceeds $2,400, the amount of the Federal Pell Grant that may be
awarded to an eligible student for that academic year shall be the lesser of—

"(A) the amount dctermined under paragraph (1); or
"(B) the sum of--
"(i) $2,400;
"Gi) 50 percent of the difference between $2,400 and the

maximum Federal Pell Grant established for that academic yerr; and

1%
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"(iii) the lesscr of--
"(1) the remaining 50 percent of the difference between
$2,400 and the maximum Federal Pell Grant established for that academic year; or
"(I) the swm of the student’s tuition, fees, and, if the
student has dependent care expenses (as defined in section 472(7)) or disability-related expenses
(as defined in section 472(8)), an allowance determined by the institution in accordance with
each such definition.

"(3) If a student attends an institution of higher education on less than a full-time
basis during any academic year, the amount of the Federal Pell Grant that the student may be
awarded for that year shall bs reduced ( reflet tie degiee 10 which the student is attending the
institution on a ban—timc basis, in accordance with a schedule of reductions established by the
Secretary.

"(4) In no case may a student be awarded a Federal Pell Grant that, as calculated
under this subsection, exceeds the difference between a student's cost of attendance (as defined in
section 472) and his or her expected family contribution (as derermined under part F).

“(5) If the amount of a Federal Pell Grant that a student would be awarded, as
calculated under this subsection, is less than $400, the student shall not be awarded a Federal Pell
Gwrant for that academic yesr.,

"(6) The Scuciary tuay sllow, on a case-by-casc basis, & student to be awarded
two Federal Pell Grants during a single award year, if--

| "(A) the student is enrolled at an eligible institution on a full-time basis in

an associate or baccalaureate degrec program of study that is 2 years or longer and computed in

oredit hours; and
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"(B) the student completes course work toward completion of an associate
or baccalaureate degree that exceeds the requirements for a tull academic year as detined by the
institution.

"(7) If astudent is incarcerated in a Federal or State penal institution, the student
shall not be awarded a Federal Pell Grant.™;

(4) in subsection (c)--

(A) by amending paragraph (1) to read as follows:

“(1)(A) Exceptas provided in subparagraph (B), the period during which a student
may receive Federal Pell Grants at an institution shall not exceed 150 percent of the petiod normally
rcquircd by a full-timo studont (or the oquivalent period, in the case of a part-time student) to
complete the course of study in which the student is enrolled, as determined by the instititution.

“(B)(i) Except as provided in clause (i), in no case may a student receive
Federal Pell Grants for more than eight academic years of full-time study (or the equivalent period
of part-time: éindy) in the aggregate.

“(ii) A student may receive grants (or more than eighl ucademic years
of full-time study (or the equivalent period of part-time study) in the aggregate to the extent the
institution in which the student is enrolled determines necessary to accommodate the rights of
students with disabilities under section 504 of the Rebabilitation Act of 1973.”; and

(B) in paragroph (2)

(i) by inserting immediately after the paragraph designation the
subparagraph designation “(A)”;

(i) in the first sentence therein--

() hy smiking ot “Ninthing” and inserting in lieu thereof
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“Exccpt as provided in subparagraph (B), nothing”; and

(I1) by striking out *“certificate™ and all thet follows through
the end thereof and inserting in lieu thereof “certificate.”;

(iii) by striking out the second sentence therein; and

(iv) by adding at the end thereof the following new Rubparagraph:

“(B)(i) A student may receive a Federal Pell Grant to attend Enplish luguage
instruction that is a separate course of study only if--

“(I) students enrolled in such a course are required to take an
independently administered standardized test of English language proficiency upon completion of
the cowse, and

“dI) not less than a minimum percentage ot such students
achieve a passing score on that test.

“(i) The Secretary shall specify in regulation one or more
standardized tests of English langnage proficiency, the minitmum percentage of students who must
achleve a passing score, and such other requirementis as the Secrclury delennines are necessary to
implement clause (1).";

(5) by striking out subsection (d);

(6) in subsection (¢), by striking out the second and third sentences therein;

(7) by striking out subscction (f); and

(8) by redesignating subsections (e), (g), and (h) as subsections (d), (e), and (f),

respectively.

PELL PERSISTENCE SUPPI EMENT
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SEC. 402. Subpart 1 of purt A of title IV of the Act is furthor amended by adding at the end

thereof the following new section:

“pELL PERSISTENCE SUPPLEMENT
“SEC. 401A. (0) IN GENERAL.--The Secretary is authorized 10 award one persistence
supplement, in the amount specitied in subsection (¢), to & student who--

“(1) is in the sccond academic year of a program of undergraduate education ox

training;

“(?) is eligible to rer;eive a Federal Pell Grant under §ection 401 for that award year;
and

*(3) has an expected family contributibn (as determined under part F) of zero for that
award year.

“(b) AWARD AMQUNT.--The amount of & persistence supplement under this section shall

be -
"(1) $300 for award year 1999-2000; aud

“(2) the amount established in the applicable appropriations Act for a succeeding

award year.
“(c) NOTICE: DISTRIBUTION.-(1) The Secretary shall publicize the availability of
pensistence supplements to potential recipicnts.
“(2) Persistence supplements awarded under this section skall be distributed to
students using the payment system established for purposes of distributing awaids under section 401.
“(d) AUTHORIZATION OF APPROPRIATIONS (1) There are authorized to be

appropriated such sume a¢ may be necessary for ficcal year 1999, and for each of the four succeeding

b
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fiscal yoins to carry out this scetion.

*(2) No funds may be approprinted under this scction for any fiscal year for which
funds appropriated for grants awarded under section 401 are insufficient to fully fund all awards as
calculated using the maxirour grant established for that year in the applicable appropriations Act

and the award rules under section 401.7.
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11/28/97 TITLE IV--STUDENT FINANCIAL ASSISTANCE
PART A--GRANTS TO STUDENTS

Scction 400. Section 400 of the bill would amend section 400 of the Act to conform with
other changes proposed in the bill, including updating references to the Federal Pell Grant
program. the repeal of the State Student Incentive Grant program and the Special Child Care
Services for Disadvantaged College Students program, and the addition of the new Retention
Iucentives for Institutions program.

SURPART 1--FEDERAL PELL GRANTS

Section 401. Section 401 of e bill would amend section 401 of the Act to make scveral
changes to the Federal Pell Grant program. Section 401(a) of the bill would update the subpart
heading to reflect the current name of the program, and throughout section 401 of the bill
references to “basic grants” would be updated to refer to “Federal Pell Grants.” Section
401(b)2) of the bill would amend section 401(a)(1) to extend the program through FY 2003,
¢liminate unnecessary language, and eliminate the current statutory requirement that the
Secretary advance 85 percent of the funds requested by institutions to provide Federa)l Peil
Grants to their students prior to the start of each payment period. Even though this statutory
provision would be eliminated, it ic the Secretary’s intention to continue the current advance
funding practices until an electronic payment disbursement system is implemented. The

implementation of the student-specific, *just-in-lime” payment disbursement system is currently
projected to take place for the 1999-2000) award year.

The current requirement for advancing funds has resulted in mismatches between
institutions’ needs and the funding that they receive due to variations in institutions’ actual need
for Federal Pell Grant funds from one award year 10 the next, or even from one payment period
to the next. Excess funds advanced to one institution must be reallocated by the Secretary 1n
another institution that received insufficient advance funds, and this process is nunecessarily
burdensome and inetfticient. Although tightened reporting regulations and improved procedures
have heen implemented in recent years to reduce the level of undisbursed funds that institutions
may have at any one time and reduce the delays in reallocating the de-obligated funds to other
schools, advancing lump sums still leaves the potential for unncocssary burden and inefficiency
in managing Federal Pell Grant funds.

«( UInder the just-in-time system, institutions would subimit requests for each recipient’s
Federal Pell Grant payment, singly or in batches, prior to, or during, the payment period. Upon
approval, the funds necessary to mect the payment request would then be clectronically
transferred from the Federal Government to the institution. The institution would then disburse
the Federal Pell Grant payment to the student. This approach would alleviate the “iloat” of
undisbursed funds at institutions with no immediate need, and would allow Federal Pell Grants
funds 10 be directed efficiently and quickly to institutions based on their actual needs.
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Scection 401(b)(3) of the bill would amend section 401(b) of the Act by rewording and
reordering that provision to improve clarity, With one minor clarification, the award rules
remain unchanged. The bill would eliminate current section 401(b)(1) ot the Act, which states
that the purpose of the Federal Pell Grant program is to provide a grant that, in combination with
the expected family contribution, a Federal Supplemental Educational Opportunity Grant, and a
State Student Incentive Grant, will mect at lcast 75 percent of a student's cost of attendavce.
This goal, while laudable, is not realistic given budgetary constraints. 1nstead, proposed new
section 401(b)(1) of the Act would state that, except as provided in proposed new section
401(b)(2), (3), (4), and (5), the amonnt of the Federal Pell Grant that may be awarded to an
eligible student for an academic year shall be the amount remaining after subtracting the student's
expected family contribution for that year, as detertnined under part F, from the maximum
Federal Pell Grant established for that academic year in the applicable appropriations Act. This
would replace specific maximum Federal Pell Grant amounts and would acknowledge that the
maximums in section 401(b) have ordinarily been overridden in appropriations Acts.

Proposed new section 401(b)(2) of the Act would contain the award rule currently in
section 401(B)(3)(A) of the Act, us rewritten t6 improve clarity. A reference to “fees” that was
probably an inadvertent omission from the current law, would be added to this provision. In
addition, the dependent carc and disability rclatcd cxpenscs included in this award rule would be
modified from a flat $750 to the amounts established under sections 472(7) and (8) (as
renumbered in section ____ of the bill), respectively, in order to provide consistency between the

award rules and the cost of attendance definition used for purposes of determining need for title
1V assistance.. :

Proposed new section 401(b)(3) of the Act would contain the provisions regarding
reduction of Federal Pell Grant awards for students attending institutions of higher education on
R less than full-time basis that are currently in section 401 (h)(2)(R) of the Act. Proposed new
section 401(b)(4) of the Act would contain the same award rule as that provision does under
current law, but it would be reworded to eliminate unnecessary language.

Under the proposed amendment, section 401(b)(5) of the Act would be amended to
change the minimum Federal Pell Grant award to a true $400 minimum. Under current law, the
minimum Federal Pell Grant award is $400, but students qualifying for an award between $200
and $400 receive a $400 award without regard to need. The current provision, enacted in 1992,
was part of an increase in the Federal Pell Grant minimum from $200 to $400 that was intended
to provide a higher, more meaningful, minimum Federal Pell Grant, but not eliminate students
who had rcecived a Federal Pell Grant in the prior year at the lower, earlier minimwn awacd
amount. However, this overbroad “grandfathering” results in doubling the awards of students
who, under a normal application of the Federal Pell Grant award rules, would receive only $200
Federal Pell Grants. This increase i8 nat warranted.  Under the proposed amendment, a student

qualifying for a Federal Pell Grant award of less than $400 would not receive a Federal Pell
Grant. This change would make the award sules consistent for all students.

Section 401(bj(6) of the Act would not be changed by the bill, and section 401(bX7) of
the Act would be climinated as unnecessary. Cuwrrent section 401(b)(8) of the Act would be

L
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moved to proposed new scction 401(b)(7) of tho bill with only stylistic changes.

Section 401(b)(4)(A) of the bill would amend section 401(c)(1) of the Act to set new
limits on the period during which a student may receive Federal Pel) Grants. Current law limits
the receipt of Federal Pell Grants to the period of time--no matter how long--required for the
completion of the student’s first undergraduate baccalaurcate degree. As amended, a studetit
could not receive Federal Pell Grants for more than the full-time equivalent of 150 percent of the
period normally required for the completion of each course of study in which the student is
enrollcd, as determined by the institution, with an overall moaximum equal to the full time
equivalent of eight academic years. (An institution would, however, be required to modify these
limits to the extent necessary to accommodate the rights of students with disabilities under
section S04 of the Rehabilitation Act of 1973)) These amendments are an attempt to seek a
balance between allowing financially needy students time to successfully complete their course
of study, while preventing abuse of the Federal Pell Grant program by students dragging out their
studies excessively (the so-called “professional student™). In addition to preventing the potential
abuse, it is also hoped that time limits will, in general, encourage students to finish their courses
of study on a timely basis.

Sccion 401(b)(4)(B) of the bill would amend section 401(¢)(2) of the Act (o address
concerns with the effectiveness of, and potential for abuse in, some English as a Second
Language (ESL) “stand-alone” programs that teach English exclusively and are not part of a
larger program of study. (Thc Department is not eoncidering any change with respect to remedial
programs or ESL programs that are part of larger programs.). The proposed new section
401(c)(2)(B) of the Act would aesist the Secretary in determining which programs are providing
an adequate level of instruction for purposes of patticipation in the Federal Pell Grant program,
by requiring students who complete ESL stand-alone programs to take an independently-
administered, standard cxam, such as The College Doard’s Test of Cnglish as a Foreign
Language (TOEFL), as a measure of minimal English language proficiency. The ESL program’s
eligibility for the Federal Pell Grant program would be based on a minimum percentage of the
program's graduates passing the standardized test. The Secretary would establish in regulation
which standardized test or tests of English language proficiency may be used, the minimum
prrceitage ol students who must achieve a passing score, and other requircmonts necessary to
implement this provision.

Section 401(b)(S) of the bill would eliminate section 401(d) of the Act, concerning the

submission of applications by students seeking to cbtain Federal Pell Grants. This provision is
unnecessary and duplicative of section 4¥3 of the Act,

Section 401(b)(6) of the bill would eliminate language in section 401(e) of the Act that
spccifics the mamner in which Fedexal Poll Grants funds arc to bo oredited to a student’s account
by the institution. The Department's cash management regulations, which are designed to clarify
and consolidate current policies and requirements, improve the delivery ot litle 1V funds, reduce
burden, and improve program accountability, include a streamlined policy on crediting a
student’s account at the institution. Sgg 34 C.F.R. 668.164. The cash management regulations

3
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provide moye flexibility to students and institutions to casily clcar outstanding balances in the
student’s account that may otherwise endanger the student's continued attendance, and are thus
preferable 10 the procedures currently described in section 401(e) of the Act.

Section 401(b)(7) of the bill would eliminate section 401(f) of the Act, which contains
processiug wad vilies requiteiments for the caleulation of Tederal Pell Grant amounts, and which,
apart from a few minor differences, duplicates the requirements of section 483 of the Act.

Section 402, Section 402 of the bill would add a new section 401A to the Act to
authorize the Secretary to award a persistence supplement to second-year students who are
Federal Pell G recipicuts aud have an expected family contribution (EIC) of zero for that
award year. The amount of a persistence supplement would be $300 for award year 1999-2000,
and set in the appropriations process for succeeding award years. These persistence supplements
would be distributed to students nsing the Federal Pell Grant payment system, and the Sacretary
would publicize the availability of persistence supplements to potential recipients.

The bill would authorize such sums as may be necessary for FY 1999 and for each of the
four succeeding fiscal years for persistence supplements, but no funds would be authorized for
persistence supplements for a ficcal year if insufficient funds are appropriated for Federal Pell

Grants for that year.

Since 1973, the Federal Pell Grant progratn has been the cornerstone of the Federal
Government’s effort to provide access to postsecondary education for lower income families.
Howcever, a8 important as it is to providc nccoas to postasecondary education for low-income
students, it is also important to encourage them to complete their chosen courses of study. The
purpose of the proposed new persistence supplements is to increase persistence and retention
among Federal Pell Grant recipients by targeting the supplement at that point in a student’s
academic career when it would have the greatest impact, the second year. Studies have
consistently shown that the highest college dropout rate occurs between the first and second
years., Thus, targeting second-year students could have the greatest impact on increasing
persistence and retention. To further ensure that these grants ate targeted to the most needy, only
those returning secand-year shidents with EFCg of 7ero would receive a persistence supplement.
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TITLE I--GENERAI. PROVISIONS AND PROGRAM INTEGRITY TRIAD

draft 10/2/97

REPEALS;
CREATION OF NEW GENERAL PROVISIONS AND PROCRAM INTEGRITY TITLE

SEC. 101. () REPEALS.--litle 1, Part H of Title I'V, and Title XII of the Higher
Education Act of 1965 (20 U.S.C. 1001 gt seq., hereinafier in this Act referred to as “the Act”)
are repealed.

(b) NEW TITLE I.--The Act is further amended by inserting immediately after the

enacting clausc the following new title:

“TITLE I -- GENERAL PROVISIONS
“PART A -- DEFINITIONS; PROGRAM INTEGRI|'Y TRIAD
“SUBPART 1 -- DEFINITIONS; STATE AUTHORIZATION OF INSTITUTIONS

“DEFINITIONS; STATE AU LHORIZATION OF INSTITUTIONS
“SEC. 101. As used in this Act:
"(a)(1) The term 'institution of higher education’ means an educational institutior in any
State that--
"(A) admits as regula: studeuts vnly persons who—
"(i) have a high school diploma or its recognized equivalent; or
"(ii) are beyond the age of compulsory school attendance in the
State in which the institution is located;

"(R) is legally authorized within cuch Statc to provide a program of
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education beyond secondary education;
*(C) providee an eligiblc program, as defined i purugraph (2);
"(D) is a public or other nonprofit institution; and
"(E) is--

"(i) fully accredited by an accrediting agency or association
recognized by the Secretary under subpart 2 1o be a reliable authority as to the quality of
cducation or traming ulfered; or

"(ii) preaccredited by an accrediting agency or association that has
been recognized by the Secretary for the granting of preaccreditation status pursuant to subpart 2.

“(2) Subject to paragraph (3). the term ‘eligible program’ means< an educational
programi--
“(A) the successtul completion of which leads to an associate,
baccalaureate, professional, or graduate degree;
“(B) that consists of not less than two academic years and is acceptable
for full credit toward a baccalaureate degree;
“(C) that iy at least--

“(3) 600 clock hours of instruction, 16 semester hours, or 24
quarter hours, offered during a minimum of 15 weeks, in the case of a program of training to
prepare students for gainful employment in a recognized occupation; or

*(i1) 300 clock hours of instruction. 8 seinester hours, or 12
quarter hours, offered during a minimum of 10 weeks, in the case of--

“(I) an undergraduate program that requires an associate

2
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degree or its equivalent for admission; or
“(II) a graduate or professional program; or
“(D) for purposes of parts B and D of title 1V, in addition to the programs
described in subparagraphs (A), (B), and (C), that is at least 300 clock hours of instruction, but
less than 600 clock hours of instruction, offered during a minimum of 10 weeks, that provides
training to prepare students for gainful cmploﬁmt in a recognized occupation.

"(3)(:A) In order for a program of one acadeiuic yeur or less that is offered by a
proprietary institution of higher education (as defined in section 481(b)) and provides training to
prepare students for gainful employment in a recognized occupation to be an eligible pr;:»gxarn for
purposes of title IV, that program shall also-

"(i){I) have a verified completion rate of at Icast 70 pcreent, as
determined in accordance with the regulations of the Secretary;
"(II) have a verified placement rate of at Jeast 70 percent,
as determined in accordance with the regulations of the Secretary; and
"(III) satisfy such further criteria a< the Secretary may |
prescribe by regulation; or
"(i1) have, for students thet 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 a related, comparable, recognized occupation, as determined in accordance with thel
regulations of the Secretary.
“(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 eligible

3
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program as in effect on the day before the date of enactment of this provision--

"(T) the program shall be deemed to satisfy the
requircments of subparagrapl (A) through the first complete award year after the date of
enactment of this provision;

"(1I) after the first complete award year, the program shall
be required to satisfy the requirements of subparagraph (A)(i)(I) in order to be deemed to satisfy
the requirements of subparagraph (A) for the succeeding award yeur; und

"(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 considered an eligible program;
and

"(ii) in the case of a program that does not meet the definition of
an eligible program as in effect on the day before the date of enactment of this provision—

"(I) the program shall be deemed to satisfy the
requirements of subparagraph (A) for the award vear in which the program is awarded initial
eligihility and the succeeding award year;

"(11) after the period described in subclause (1), the
program shall be required to satisfy the requirements of subparagraph (A)(i)(I) in order to be
deemed to satisfy the requirements of subparagraph (A) for the next succeeding award year: and

"(ITN) after the périod described in subclause (II), the
program shall be required, for each succeeding award year, to satisfy the requirements of
subparagraph (A) in order to be considered an eligible program;

4
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“(b) The term 'State’ means a State, the Commonwealth of Puerto Rico, the District of
Columbia, Guam, American Samoa, the Virgin Islands, the government of the Northern Mariana
Islands, the government of the Federated States of Micronesia, and the government of the
Republic of Palau and the government of the Marshall Islands.

“(c) The term ‘nonprofit’ as applied to a school, agency, organization, or institution
means a school, agency, organization, or institution owned and operated by one or more
nonprofit corporations ot associations no part of the net camings vf which inures, or may
lawfully inure, to the benetit of any private shareimoldcr or individual.

“(d) The term ‘secondary school' has the same meaning given that term under section
14101(25) of the Elementary and Secondary Education Act of 1965.

“(e) The term ‘Secretary’ means the Secretary of Education.

“(f) The term ‘local educational agency® has the same meaning given that term under
section 14101(18) of the Elementary and Secondary Education Act of 1965.

* (g) The term ‘State educational agency’ has the same meaning given that term under
section 14101(28) of the Elementary and Secondary Education Act of 1965.

“(h) The term ‘State higher education agency’ mcans the officer or agenvy primarily
responsible for the State supervision of higher education.

“(i) The term ‘elementary school’ has the same meaning given that term under section
14101(14) of the Elementary aﬂd Secondary Education Act of 1965.

“() The term ‘combination of instimitinns of higher education’ means a group of
institutions of higher education that have entered into a cooperative arrangement tor the purpose
of carrying out a commmon objective, or a public or private nonprofit agency, organization, or

5
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institution designated or created by a group of institutions of higher education for the purpose of
carrying out a comurion objective on their behalf.

“(k) The term ‘gifted and talented’ has the same meaning given that term under section
14101(16) of the Elementary and Secondary Education Act of 1965,

“(1) The term ‘school or department of divinity’ means an institution, or a department or
branch of an institution, the program of instruction of which is designed for the education of
students (A) to prepare them to bccome ministers of religion or to enter upon some other
religious vocation (or to provide continuing training for any such vocation), or (B) to prepare
them to teach theological subjects.

“(m) The term ‘Department’ means the Department of Education.

“(n) The term ‘disahility’ has the same meaning given that term under scction 3(2) of the
Americans With Disabilides Act of 1990 (42 U.S.C. 12102(2)).

“(0) The term ‘special education teacher’ means a teacher who teaches children with
disabilities as defined in the Individuals With Disabilities Education Act (20 U.S.C. 1400 et
seq.).

“(p) The term ‘service-learning’ has the same meaning given thul ierm under section

101(23) of the National and Community Service Act of 1990 (42 U.S.C. 12511(23)).

-l vV i
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“SUBPART 2 -- ACCREDITING AGENCY APPROVAL

“APPROVAL OF ACCREDITING AGENCY OR ASSOCIATION

“SEC. 111. (a) STANDARDS REQUIRED.--No accrediting agency or association may
be determined by the Secretary to be a reliable authority as to the quality of education or training
offered for the purposes of this Act or for other Federal purpuses, unless the agency or
association meets standards established by the Secretary pursuant to this section. The Secretary
shall, after notice and opportunity for a hearing, establish standards for such determinations.
Such standards shall include an appropriate measure or measures of student achievement. Such
standards shall require that--

*(1) the seerediting agency or association be a State, regional, or national agency
or associatior. and demonstrate the ability and the experience to operate as an accrediting agency
or association within the State, region, or Nation, as appropriate;

“(2) the agency or association--

“(A)() for the purposc of participation in prograwus under this Act, has a
voluntary membership of institutions of higher education and has as a principal purpose the
accrediting of institutions of higher education; or

“(ii) for the purpose of participation in other programs
administered by the Department of Fducation or other .Federal agencies, has a voluntary
rﬁembcrship and has as its priucipal purpose the accrediting of institutions ot higher education or

programs;
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“(B) is a State agency approved by the Secretary for the purpose described
in subparagraph (A); nr

“(C) is an agency or association that, for the purpose of determining
eligibility for student assistance under titie IV, conducts accreditation through--

“(i) a voluntary membership organization of individuals
participating in a profession; or
“(ii) an agency or association that has as its principal purpose the
accreditation of progrars within institutions that are accredited by another agency or association
recognized by the Secretary;
“(3) if such agency or association is an agency or association described in--

“(A) paragraph (2)(A)(i), then such agency or association is sepatate and
iudependent, both administratively and financially ot any related, associated, or affiliated trade
association or membership organization;

“(B) paragraph (2)(B), then such agency or association has been
recognized by the Secretary on or before October 1, 1991; or

“(C) paragraph (2)(C), and such agency or association has been
recognized by the Secretary on or before October 1, 1991, then such agency or association is
separate and independent, both administratively and financially of any related, associated, or
affiliated trade association or membership organization, but the Secretary mayv waive this
requirement upon a demonnstration that the existing re]étionship has not scrved to compromise tic
independence of its accreditation process; |

“(4) such agency or association consistently applies and enforces standards that

8
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ensure that the courses or programs of instruction, training, or study &t the institution of higher
education are of sufficient quality to ackieve, for the duration of the acercditation period, the
statcd objective for which the courses or the programs are ottered;

“(5) the standards of accreditation of the agency or association assess the -
institution's--

“(A) curricula:

“(B) faculty;

“(C) facilities, equipment, and supplies;

“(D) fiscal and administrative capacity as appropriate to the specified
scale of operations;

“(F) stident support services;

“(F) recruiting and admissions practices, academic calendars, catalogs,
publications, grading and advertising;

“(G) program length and tuition and fees in relation to the subjeci matters
taught and the objectives of the degrees or credentials offered; |

“(H) measures of program length in clock houwrs ur credic hours,

“(I) success with respect to student achievement in relation to its mission,
including, as appropriate, consideration of course completion, State licensing examination, and
job placement rates;

“(J) default rates in the student loan programs under title IV of this Act.
bascd on the most recent data provided by the Secretary;

“(K) record of student complaints received by, or available to, the agency

9
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ot association;

*(L) compliance with its program responsibilitics undcr title [V of this
Act, including any results of [inancial or compliance audits, program reviews, and such other
information as the Secretary may provide to the agency or association;

“(M) distance learning program or courses (if any are offered by the
institution), including the institution's criteria for the selection of stadents, its provisions for
monitoring student progress, the acadcmic and student support services available to students, and

its measures of educational outcomes; and

“(N) refund policy;

“except that subparagraphs (G), (H). @), (1), (L), (M), and (N) shall not apply to agencics or
associations described in paragruph (2)(A)(ii);

“(6) such agency or association shall apply procedures throughout the accrediting
process, including evaluation and withdrawal proceedings, that comply with due process,
including--

“(A) adequate specification of rcquirements and deficiencies at the
institution of higher education or program being examined,
“(B) notice of an opportunity for a hearing by any such institution;
*(C) the right to appeal any adverse action against any such institution:
and
“(D) the right w representation by counsel for any such institution,
“(7) such agency or association shal! notify the Secretary, and the appropriate

10
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State entity that licenses or authorizes the institution, within 30 days of the accreditation of an
institution or any final denial, withdrawal, suspension, or termination of acercditation or
placemcnt on probation of au iustitution, together with any other adverse action taken with
respect to an institution;

*“(8) such agency or association shall make available to the public, upon request,
and to the Secretary and the State in which the institution of higher education is located a
summary of any review resulting in a final accrediting decision involving denial, termination. or
suspension of accreditation, together with the comments of the affected institution; and

*(9) such agency or association shall have in effect a fair and equitable refund
policy establishing the minimum terms and conditions under which an institution of higher
education accredited by the agency or association shall return unearned tuition, fees, room and
board, and other charges to a student, if the student withdraws from, or otherwise fails to
complete, the period of enrollment for which such charges were assessed.

“(b) SEPARATE AND INDEPENDENT DEFINED.--For the purpose of subsection
(a)(3), the term ‘separate and independent’ means that--

“(1) the members of the postsecondary cducation governing Ludy vl the
uccrediting agency or association are not elected or selected by the board or chief executive
officer of any related, associated, or affiliated trade association or membership organization,

“(2) among the membership of the board of the accrediting agency or association
there shall be one public member (who is not a member of any related trade or membership
organization) for cach six members of the board, with a minimum of one such public member,
and guidelines are established for such members to avoid conflicts of interest;

11



. gi0ld
10/06,97 MNON 11:00 FAX gol

“(3) dues to the accrediting agency or association are paid separately from any
dues paid to any related, associated, or affiliated trade association or membcrship organizalivn,
and

“(4) the budget of the accrediting agency or association is developed and
determined by the accrediting agency or association without review or resort to consultation with
any other entity or organization.

*“(c) QPERATING PROCEDURLES REQUIRED --No accrediting agency or association
may be approved by the Secretary as a reliable authority as to the quality of education or training
offered by an institution seeking to participate in the programs authorized under this title, unless
the agency or association--

“(1)(A) performs, at regularly established intervals, on-sitc inspcctions and
rcviews of iustitutivns of higher education, with particular focus on educational quality and
program effectiveness, and ensures that accreditation team members are well-trained and
knowledgeable with respect to their responsibilities; and

“(B) if at least 10 percent of the institutions accredited hy the agency or
association have a cohort default rate for thc most recent year of 20 pereent or more, performs at
least one unannounced on-site inspection or review, during the interval between the agency's
grant of accreditation or preaccreditation to the institution or program and the expiration of the
accreditation or preaccreditation period, at each institution that is accredited by the agency or
association and offers vocational education;

*“(2) requises thiut any instimtion of higher education subject to its jurisdiction that
plans to establish a branch campus submit a business plan, including projected revenues and

12
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expenditures, prior t0 opening the branch campus;

“(3) agrees to conduct, as snna as practicable, but within a period of not more
than 6 months of the cstablishiment v 4 new branch campus or a change of ownership of an
institution of higher education, an on-site visit of that branch campus or of the institution after &
change of ownership;

“(4) requires that teach-out agreements among institutions are suhject to approval
hy the accrediting agency or association, consistcnt with standards prornulgated by such agency
or associatjon;

“(5) maintains, and makes publicly available, written materials regarding
standards and procedures for accreditation, appeal procedures, and the accreditation status of
each institution subject to its jurisdiction; and

“(6) discloses publicly whenever an institution of higher education subject to its
jurisdiction is being considered for accreditation or reaccreditation.

“(d) LENGTH OF APPROVAL.--No accrediting agency or association may be approved
by the Secretary for the purpose of this Act for a period of more than 5 years.

“(e) INITIAL_ARBITRATION RULE --The Secrctary may not recoguze the
accreditation of any institution of higher education unless the institution of higher education
agrees to submit any dispute involving the final denial, withdrawel, or termination of
accreditation to initial arbitration prior to any other legal action.

“(f) JURISDICTION —~Notwithstanding any ather provision of law, any civil action
brought by an institution of higher educatiou seeking accreditation from, or accn_:dited by. an
accrediting agency or association approved by the Secretary for the purpose of this title and

13
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involving the denial, withdrawal, or termination of accreditation of the institution of higher
education, shall be brought in the appropriate United States district court.

“(g) LIMITATION ON SCOPE QF STANDARDS --Nothing in this Act shall be
construed to permit the Secretary to establish standards for accrediting agencies or associations
that are not required by this section. Nothing in this Act shall be construed to prohibit or limit
any accrediting agency or association from adopting additional standards not provided for in this
section.

“th) CHANGE OF ACCREDITING AGENCY.--The Secretary shall not recognize the
accreditation of any otherwise eligible institution of higher education if the institution of higher
education is in the process of changing its accrediting agency or association, unless the eligible
institution submits to the Secretary all materials relating to the prior accreditation, and the
Secretary detcrmines, based upon the materials submitted by the institution, that the institution
had reasonable cause for changing the accrediting agency or association.

*(i) DUAL ACCREDITATION RULE --The Secretary shall ot recognize the
accreditation of any otherwise eligible institution of higher education if the instinition of higher
education is accredited, as an institution, by morc than one accrediting agency or associaton,
wiless the institution submits to each such agency and association and to the Secretary the
reasons for accreditation by more than one such agency or association and demonstrates to the
Secretary reasonable cause for its accreditation by more than one agency or association. [f the
institution is accredited. as an institution, by more than one accrediting agency or association, the
institution sh;ll dcsignate which ageucy's accreditation shall be utilized in determining the
institution's eligibility for programs under this Act.

14
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“G) IMPACT OF LOSS OF ACCREDITATION ~-An institution may not be certified or
recertified under subpart 3 fo; purposes of title IV, or participate in any of the other programs
authorized by this Act, if such iustilution--

“(1) is not cLurently accredited by any agency or association recognized by the
Secretary;

“(2) has had its accreditation withdram revoked. or ntherwise terminated for
cause during the preceding 24 months, unlcss such withdrawal, revocalion, or termination has
been rescinded by the same accrediting agency; or

*(3) has withdrawn from accreditation voluntarily under a show cause or
suspension order during the preceding 24 months, unless such order has been rescinded by the
same accrediting agency.

“(k) BELIGIQUS INSTITUTION RULE .--Notwithstanding subsection (j), the Secretary
shall allow an institution that has had its accreditation withdrawn, revoked, or otherwise
terminated, or has voluntarily withdrawn from an accreditation agency, to remain certified as an
institution of higher education under subpart 3 for a period sufficient to allow such institution to
obtain alternative accreditation, if the Secretary detcrmincs that the reason for the withdrawal,
revocarion, or termination--

“(1) is related to the religious mission or affiliation of the institution, and

“(2) is not related to the accreditation standards provided for in this section.

“(l) LIMITATION. SUSPENSION. OR TERMINATION OF APPROVAL. (1) The
Secretary shall limit, suspend, or terminute the approval of an accrediting agency or association if
the Secretary determines, after notice and opportunity for a hearing, that the accrediting agency

15
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or association has failed to apply effectively the standards, or operate according to the
procedures, provided in this section.

“(2) The Scerctary may detequine that an accrediting agency or association has
failed 1o apply eftectively the standards provided in this section if an institution of higher
education seeks and receives accreditation from the accrediting agency or association during any
period in which the institution is the subject of any interirg action by another accrediting agency
or association, described in subsection (a)(2j(A)(i), (2)(B), or (2)(C), leadiny Lo the suspension,
revocation, ur terminaton of accreditation, or the institution has been notified of the threatened
loss of accreditation, and the due process procedures required by such suspension, revocation,
termination, or threatened loss have not been completed.

“(m) LIMITATION ON THE SECRETARY'S AT'THORITY.--The Secretary may
recognize only accrediting agcncies or associativns that--

“(1) accredit institutions of higher education for the purpose of enabling such
institutions to establish eligibility to participate in the programs under this Act; or

“(2) accredit institutions of higher education or higher education programs for the
purpose of enabling them ta establish eligibility to participate in othcr programs administered by
the Department of Education or other Federal agencies.

“(n) INDEPENDENT EVALUATION.--(1) The Secretary shall conduct a
comprehensive review and evaluation of the performance of all accrediting agencies or
associations that seek recognition by the Secretary in order 10 determine whether such accrediting
agencies or associations meet the standards established by (his section. The Secretary shall
conduct an independent evaluation of the information provided by such agency or association.

16
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Such evaluation shal} include--

“(A) the solicitation of third-party information concerning the
performance of the acerediting agency or associaton; and

“(B) site visits, including unannounced site visits as appropriate, at
accrediting agencies and associations, and, at the Secretary's discretion, at repressntative member
institutions.

“(2) The Secretary shall placc a priority for review of uccrediting agencies or
associations on those agencies or associations that accredit institutions of higher education that
participate most extensively in the programs authorized by this title and on those agencies or
associations that have been the subject of the most complaints or legal actions.

“(3) The Secretary shall consider all available rclevant information concerning
the compliance of the accreditiuy agency or association with the standards provided for in this
section, including any complaints or legal actions against such agency or association. In cases
where deficiencies in the performance of an accreditation agency or association with respect to
the requirements of this section are noted, the Secretary shal] take these deficiencies intn account
in the approval process. The Secretary shall not, under any circurnstances, base decisions on the
approval or disapproval of accreditation agencies or associations on standards other than those
contained in this section.

“(4) The Secretary shall maintain sufficient documentation to support the
conclusions reached in the approval process, and, npoﬁ disapproval of any accreditation agerncy
or association, shall make publicly available the reason for such disapproval, including reterence
to the specific standards under this section that have not been fulfilled.

17
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“(0) REGULATIONS .-The Secretary shall by regulation provide procedures for the

recognition of accrediting agencies or associations and for the appeal of the Secretary's decisions.

18
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“SUBPART 3..ELIGIBILITY AND CERTIFICATION PROCCDURES

“ELIGIBILITY AND CERTIFICATION PROCEDURES

“SEC. 121. (a) GENERAL REQUIREMENT .--For purposes of qualifving institutions of
higher education for participation in programs under title IV, the Secretary shall determine the
legal authority to opcratc within a State, the accreditalion status, and the administrative capability
and financial responsibility of an institution of higher education in accordance with the
requirements of this section.

“(b) SINGLE APPLICATION FORM.--The Secretary shall prepare and prescribe a
single application form that--

“(1) requires sufficient information and documentation to determine that the
requirements of eligibility, accreditation, and capability of the institution of higher education are
met;

“(2) requires a specific description of the relationship between a main campus of
an irstitution of higher education and all of its branches, includiug a description of the student
aid processing that 1s pertormed by the main campus and that which is performed at its branches;

“(3) requires--

“(A) a description of third party servicers of an institution of higher
education; and

“(B) the institution 1o maintain a copy of any contract w1th the institution
of higher education and a financial aid service provider or loan servicer, and provide a copy of

19
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any such contract to the Secretary upon request; and

“(4) requires such other infarmation as the Secretary determincs will enswe
compliance with the requirsments uf this title with respect to eligibility, accreditation,
admunistrative capability and financial responsibility.

“(c) EINANCIAL RFSPONSIBILITY STANDARDS (1) The Secretary shall
determine whether an institution has the financial responsibility required hy this subpart on the
basis of whether the institution is able--

“(A) to provide the services described 1in its official publications and
statements;

“(B) to provide the administrative resources necessary to complv with the
requirements of this title: and

*(C) to meet all ufits financial obligations, including {(but not limited to)
refunds of institutional charges and repayments to the Secretary for liabilities and debts incurred
in programs administered by the Secretary.

“(2) Notwithstanding paragraph (1), if an institution fails to meet criteria
prescribed by the Secretary with respect to operating losses, nct worth, assct-to-liabililies ratios,
or opetating fund deficits, the instimtion shall provide the Secretary with satisfactory evidence of
its financial responsibility in accordance with paragraph (3). Such criteria shall take into account
any differences in generally accepted accounting principles, and the financial statements required
thereunder, that are applicable to for-profit and nonprofit institutions. The Secretary shall take
into account an institution's total financial circwnstances in making a determination of its ability
to meet the standards herein required.

20
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“(3) The Secretary shall determine an institution that is cwrently eligible to
participate in the programs under title IV to be financially responsiblc, notwithstandiay the
insﬁtutiun’s failure 10 meet the criteria under paragraphs (1) and (2), if--

“(A) such institution submits to the Secretary third-party financial
guarantees, such as letters of credit payable to the Secretary, that shall equal no less than
one-half of the annual potential liabilities of such institution to--

(i) the Seuctary for funds under title IV, including loan
obligations discharged pursuant to section 437, and

“(ii) students for refunds of institutional charges, including funds
under title I'V;

“(B) such institution has its liabilities backed by the full faith and credit vf
a State, ur its equivalent;

“(C) such institution establishes to the satisfaction of the Secretary, with
the support of a financial statement audited by an independent certified public accountant in

cordance with generally accepted auditing standards, that the institntion has sufficient
resources to ensure against the precipitous closurce of the iustitulion, including the ability to meet
all of its financial obligations (including refunds of institutional charges and repayments to the
| Secretary for liabilities and debts incurred in programs administered by the Secretary); or

“(D) such institution has met standards of financial responsibility,
prescribed by the Secretary by regulation, that indicatel a level of financial strength not less than
those required in paragraph (2).

“(4) If an institution of higher education that provides a 2-year or 4-year program

21
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of instruction for which the institution awards an associate or baccalaureate degree fails to meet
the ratio of current assets to current liahilities imposed by the Secretary pursuant to paragraph
(2), the Scerctary shall waive (it particular requirement for that institution if the institution
demonstrates to the satisfaction of the Secretary that--

“(A) there is no reasonable doubt as to its continued solvency and ability
to deliver quality educational services;

“(B) itis current in its payment of all current liabilities, including student
refunds, repayments to the Secretary, payroll, and payment of trade creditors and withholding
taxes; and

*(C) it has substantial equity in school-occupied facilities, the acquisition
of which was the direct cause of its failure to meet the current operating ratio requircment.

“(5) The deternduation as to whether an institution has met the standards of
tinancial responsibility provided for in paragraphs (2) and (3)(C) shall be based on an audited
and certified financial statement of the institution. Such audit shall be conducted by a qualified
independent organization or person in accordance with standards established by the American
Institute of Certified Public Accountants. Such statement shall be submitted (v (he Secretary at
the tie such institution is considered for certification or recertification under this section. If the
institution is permitted to be certified (provisionally or otherwise) and such audit does not
establish compliance with paragraph (2), the Secretary may require that additional audits be
submitted. |

“(6)(A) The Secrctary slull establish requirements for the maintenance by an
institution of higher education of sufficient cash reserves to ensure repayment of any required

22



eV vvr v

AVIY Ad VY VA

refunds.

“(B) The Secretary shall provide for a process under which the Sccretary

shall exempt an institution of Liglier education from the requirements described in subparagraph

" (A) if the Secretary determines that the institution--

“(i) 1s located in a State that has a tuition recovery fund that
ensures that the institution meets the requirements of subparagraph (A);

“(i1) contributcs to the fund; and

“(iii) otherwise has legal authority to operate within the State.

“(d) ADMINISTRATIVE CAPACITY STANDARD.--The Secretary is authorized--

“(1) to establish procedures and requirements relating to the administrative
capacities of institutions of higher education, including--

“(A) coasideration of past performance of institutions, or persons in
contro! of such institutions, with respect to student aid programs, and
“(B) maintenance of records;

“(2) to establish such other reasonable procedures as the Secretary determines
will contrihute to ensuring that the institution of higher education will comply with
adininistrative capability required by this subpart.

“(e) EINANCIAL GUARANTEES FROM OWNERS.--(1) Notwithstanding any other
provision of law, the Secretary may, to the extent necessary to protect the financial interest of the
United States, require--

“(A) financial guaranices frum an institution participating, or seeking to
participate, in a program under title IV, or from one or more individuals who the Secretary

23



av: ww: Vi

PV R A

determines, in accordauce with paragraph (2), exercise substantial control over such institution,
or both, in an amount determined by the Secretary to be sufficient to satisfy the institution's
potential liability to the Federal Govenunent, student assistance recipients, and other program
participants for funds under title IV; and

“(B) the assumption of personal liability, by one or more individuals who
exercise substantial control over such institutibn. as determined by the Secretary in accordance
with paragraph (?), for financial losses to the Federal Government, student assistance recipients,
and other program participants for funds under title IV, and civil and criminal monetary penaities
authorized under title IV.

“(2)(A) The Secretary may determine that an individual exercises substantial
control over one or more institutions participating in a program under title IV if the Scerctary
determines that-

“(i) the individual directly or indirectly controls a substantial
ownership interest in the institution;

“(ii) the individual, either alone or together with other individuals,
represents, under a voting trust, power of attorney, proxy, or similar agreement, vue ur more
persons who have, individually or in combination with the other persons represented or the
individual representing them, a substantial ownership interest in the institution; or

“(iii) the individual i§ a member of the board of directors, the chief
executive officer, or other executive officer of the institihon or of an entity that holds a
snbstantia] ownership interest in the institution.

*(B) The Secretary may determine that an entity exercises substantial
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control over one or more institutions participating in & program under title IV if the Secretary
determines that the entity directly or indirectly holds a substantial ownership interest in the
institution.

“(3) For purposes of this subsection, an ownership interest is defined as a share of
the legal or beneficial ownership or control of, or a right to share in the proceeds of the operation
of, an institution or institution's parent corporation. An awnership interest may include, but is not
limited to--

"(A) asole proprietorship;

“(B) an interest as a tenant-in-common, joint tenant, or tenant by the
entireties;

“(C) a partnership; or

*(D) un interest in a trust.

“(4) The Secretary shall not impose the requirements described in subparagraphs
(A) and (B) of paragraph (1) on an institution that--

“(A) has not been subjected to a limitation, suspension, or termination
action by the Secretary or a guaranty agency within the preceldiug 5 years;

*“(B) has not had, during its 2 most recent audits of the institution’s
conduct of programs under title IV, an audit finding that resulted in the institution being required
to repay an amount greater than 5 percent of the funds the institution received from programs
under title IV for any year;

“(C) meels und has met, for the preceding 5 years, the financial
responsibility standards under subsection (c); and
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“(D) has not been cited during the preceding 5 years for failure to submit
audits required nnder this subpart or under title IV in a timcly fashion.

“(5) For purposes of section 487(c)(1)(T), this section shal] also apply to
individuals or organizations that contract with an institution to administer any aspect of an
institution's student assistance program under title [V,

“(f) ACTIONS ON APPLICATIONS: SITE VISITS.--The Secretary shall ensure that
prompt action is taken by the Depauuncut vn any application required under subsection (b). The
Secretary may establish priorities by which institutions are to receive site visits, if any, and may
coordinate such visits with site visits by States, guaranty agencies, and accrediting bodies in
order to eliminate duplication, and reduce administrative burden.

“(g) IIME LIMITATIONS ON, AND RENEWAL OF, ELIGIDILITY.-~(1) The
cligibility for the purposes of any program authorized under title IV of any institution that is
participating in any such program on the date of enactment of the Higher Education Amendments
of 1992 [still needed? what about a reference to time limits for institutions that began
participating after that date?] shall expire in accordance with the schedule prescribed by the
Secretary in accordance with paragraph (2), but, except as provided in paragraph (4), not later
than 5 years after such date of enactment.

*(2) Except as provided in paragraph (4), the Secretary shall establish a schedule
for the expiration of the eligibility for purposes of any such program of all institutions of higher
education within the 5-year period specified in paragréph (1). Such schcdulc may place a
priority for the expirution of the certfication of institutions on particular institutions, or
categories of institﬁtions, as determined by the Secretary.
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“(3) Except as provided in paragraph (4 ), after the expiration of the certification
of any institution under the schedule prescribed in paragraph (2), or upon request for initial
certification from an institution uut previously certified, the Secretary may certify the eligibility
for the purposes of any program authorized under title IV of each such institution for a period not
to exceed 4 years.

“(4) The Secretary shall pr&;cribe in regulation the recertification rcquircmenty
applicable to an institution outside of the United Statcs (hat meets the requirements of section
481(a)(1)(C) and received less than $500,000 in funds under part B of title I'V for the most recent
year.

“(th) PROVISIONAL CERTIFICATION OF INSTITUTIONAL ELIGIBILITY (1)
Notwithstanding subsections (d) and (g), the Secretary may provisionally cectify an institution's
eligibility to participate in programs under title I'V--

“(A) for not more than one complete award year in the case of an
institution of higher education seeking an initial certification; and
| “(B) for not more than 3 complete award years if--

“(i) the institution's administ:ative capability and financial
responsibility are being determined for the first time;

*(i1) there is a complete or partial change of ownership, as defined
under subsection (i), of an eligible instjtution'; ot

“(iii) the Secretary determines that an institutiou that seeks to
renew its certification is, in the judgment of the Secretary, in an administrative or financial
condition that may jeopardize its ability to perform its responsibilities under a program
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participation agreement.

“(?) Whenever the Secretary withdraws the approval vl any accrediting agency,
the Secictury may, notwithstanding the withdrawal, continue the eligibility of an institution of
higher education that meets the requirements of accreditation, eligibility, and certification on the
day prior to such withdrawal, to participate in the programs authorized by title IV for a period not
to exceed 18 months from the date of the withdrawal of approval.

“(3) Tf, prior to the end of a period of provisional certitication under this
subsecrion, the Secretary determines that the institution is unable to meet its responsibilities
under its program participation agreement, the Secretary may revoke the institution's further
participation in programs under title I'V.

“(1) IREATMENT OF CHANGES OF OWNERSIIIP.--(1) Au cligible institution of
higher education that has had a change in ownership resulting in & change of control shall not
qualify to participate in programs under title IV after the change in control (except as provided in
paragraph (3)) unless it establishes that it meets the requirements of section 481 (other than the
requirements in subsection (b)(1)(B)) and this section after such change in control.

“(2) An action resu'ting in  change in control may include (but is not
limited to)--

“(A) the sale of the institution or the majority of its assets,

“(B) the transfer of the controlling interest of stock of the institution or its
parent corporation;

“(C) the merger of two or more eligible institutions;

“(D) the division of one or more institutions into two or more institutions;
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“(E) the transfer of the controlling interest of stock of the institutions to
its parent corporation; or

“(F) the transfer of the Liabilities of the institution to its parent
corporation.

“(3) An action that may be treated as not resulting in a change in control includes
(but is not limited to)--

“(A) the sale or wansfer, upon the death of an owner of an institution, of
the ownership interest of the deceased in that institution to a family member or to a person
holding an ownership interest in that institution; or

“(B) another action determined by the Secretary to be a routine business
practice.

“(j) IREATMENT OF BRANCHES.-(1) A branch of an eligible institution of higher
education, as defined pursuant to regulations of the Secretary, shall be certified under this subpart
before it may participate as part of such institution in a program under title I'V, except that such
branch shall not be required to meet the requirements of section 481(b)(1)(B) prior to seeking
such certification. Such branch is required to e in existence at least 2 years after 1t has been
certified by the Secretary as a branch campus participating in a program under title IV, prior to
seeking certification as a main campus or free-standing institution.

“(2) The Secretary may waive the requirement of section 101(a)(1)(R)for a
branch that-- |

“(A) is not located in a State;

“(B) is affiliated with an eligible institution; and
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“(C) was participating in one or more programs under title IV on or before

January 1, 1992.

“PROGRAM REVIEW; DATA
“SEC. 122. (a) GENERAL AUTHQRITY .--In order to strengthen the administrative
capability and financial responsibility provisions applicable to titie IV, the Secretary--

“(1) shall provide for the conduct of prograin reviews on a systematic basis
designed to include ali institutions of higher education participating in programs authorized by
title I'V;

“(2) may give priority for program review to institutions of higher education that
are--

“(A) institutions with a cohort default rate tor loans under part B of title
IV in excess of 25 percent, or that places such institutions in the highest 25 percent of such
institutions;

“(B) institutions with a default rate in dollar volume for loans under part
R of title IV that places the institutions in the highest 25 percent uf such institutions;

*(C) institutions with a significant fluctuation in Federal Stafford Loan
volume or Federal Pell Grant awards, or both, in the year for which the determination is made
compared to the year prior to such year;

“(D) institutinns reported to haQe deficiencies or financial aid problems
by the Statc in which it is locatzd, or by the appropriate accrediting agency or association;

“(E) institutions with high annual dropout rates; and
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“(F) such other institutions as the Secretary deems necessary; and
“(3) shall establish and operate a central data base of information on institutivnal
accreditation, eligibility, and certification’ that includes--
“(A) all information available to the Department;
*(B) all relevant information made available by the Secretary of Veterans
Affairs;
“(C) all relevant information from accrediting agencies or associations;
“(D) all relevant information available from a guaranty agency; and
“(E) all relevant infcrmation available from States.

“(b) SPECIAL ADMINISTRATIVE RULES --(1) In carrying out subsections (a)(1) and
(2), the Secretary shall establish guidelines designed 1o ensure uniformity of practice in the
conduct of program rcvicws of institutions of higher education.

“(2) The Secretary shall review the regulations of the Department and the
application of such regulations to ensure the uniformity of interpretation and application of the
regulations.

“(c) AVAILARILITY OF INFORMATION.-The Secretary may unuke the information
obtained under subsection (A)(3) readily available to all institutions of higher education,
guaranty agencies, States, and other organizations participating in the programs authorized by
title IV.

“(d) IRAINING ~The Secretary may provide training 10 personne] of the Dcpartment,
including criminal investigative traiiung, designed to improve the quality of financial and
compliance audits and program reviews conducted under title I'V.
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“(e) SPECIAL RULFE.--The provisions of section 103(b) of the Department of Education
Organization Act shall not apply to Secretarial determinations madc regarding tic appropriate

length of instruction for prugrams measured in clock hours.
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“PART B .- GFNERAL PROVISIONS

“ANTIDISCRIMINATION REQUIREMENTS
FOR INSTITUTIONS OF HIGHER EDUCATION
RECEIVING FEDERAL ASSISTANCE

“SEC. 131. (a) IN GENERAL .--Institutions of higher education receiving Federal
financial assistance may not use such financial assistance, directly or indirectly, to undertake any
study or project, or fulfill the terms of any contract, containing an express or implied provision
that any person or persons of a particular race, religion, sex, or nationa] origin be barred from
performing such study, project, or contract, except that no institution shall be barred from
conducting objective studies ot projects concerning the nature, effects, or prevention of
discrimination, or have its cwriculurn restricted on the subject of discrimination against any such
person,

“(b) LIMITATIONS ON STATUTORY CONSTRUCTION.--Nothing in this Act shall
be construed to limit the rights or responsibilities of any individual under the Americans With
Disabilities Act of 1990 (42 U.S.C. 12101 et seq.),. the Rchabilitation Act 0f 1973 (29 U.S.C. 701

ct scq.), ur uny other law.

“FEDERAL CONTROL OVER EDUCATION PROHIBITED
“SEC. 132. Nothing contained in this Act, or any other Act, shall be construcd to
authorize any department, agency, officer, ur employee of the United States to exercise any
direction, supervision, or control over the membership practices or internal operations of any
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fraternal organization, fratemity, sorority, private club or religious organization at an instinition
of higher education (other than a service academy or the Const Guard Academy) thial is financed
cxclusively by funds derived from private sources and whose facilities are not owned by such

institution.

“TREATMENT OF TERRITORIES
AND TERRITORIAL STUDENT ASSISTANCE

“SEC. 133. (a) The Secretary is required to waive the eligibility criteria of any
postsecondary education program administered by the Department where such criteria do not
takc into account the wuiyue vircumstances in Guam, the Virgin Islands, American Samoa, Palau.
the Commonwealth of the Northern Mariana Islands, and the freely associated states.

“(b) Notwithstanding any other provision of law, an institution of higher education that 1s
located in any of the freely associated states, rather than a State, shall be eligible, if otherwise

qualified, for assistance under chapter 1 of subpart 2 of part A of title IV of this Act.

“NATIONAL ADVISORY COMMITTEE
ON INSTITUTIONAL QUALITY AND INTEGRITY

“SEC. 134. (2) ESTABLISHMENT .--There is established in the Department a National
Advisory Committee on Institutional Quality and Integrity (hereinafter in this section referred to
as the "Committee"), which shall be composed of 15 members appointed by the Secretary from
among individuals who are representatives of, or kno;VIedgeable concerning, cducation and
training beyond secondary education, including representatives ot all sectors and types of
institutions of higher education (as defined in section 481(a)), to assess the process of eligibility
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and certification of such institutions under subpart 3 of part A, and the provision of financial aid
under title IV,

“(h) TERMS QF MEMBERS .--Terms of office of each member ot the Committee shall
be 3 yeurs, except that any member appointed to fill in a vacancy occurring prior to the
expiration of the term for which the member's predecessor was appointed shall be appointed for
the remainder of such term.

“(¢) FUNCTIONS --The Committee shall--

“(1) advise the Secretary with respect to establishment and enforcement of the
standards of accrediting agencies or associations under subpart 2 of part A;

“(2) advise the Secretary with respect to the recognition of a specific accrediting
agency or association,

“(3) advise the Secrctary with respect tw (hie preparation and publication of the list
of ntionally recognized accrediting agencies and associations;

“(4) develop and recommend to the Secretary standards and criteria for specific
categories of vocational training institutions and institutions of higher education for which there
are no recognized accrediting agencies, associations, or State agencics, in ordsr to establish the
eligibility of such institutions on un interim basis for participation in federally funded programs;

“(5) advise the Secretary with respect to the eligibility and certification process
for institutions of higher education under subpart 3 of part A, together with recommendations for
improvements in such process;

| “(6) advise the Secretary with respect to the relatdonship between--
“(A) accreditation of institutions of higher education and the certification
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and eligibility of such institutions; and
*(B) State licensing responsihilities with resﬁe;t to such institutions; and
“(7) carry out such other advisury functions relating to accreditation and
institutional eligibility as the Secretary may prescribe.

“(d) MEETING PROCEDURES.--The Committee shall meet not less than twice each
year at the call of the Chairperson. The date of, and agenda for. each meeting of the Commitiee
shall he submitted in advance to the Secretary for approval. A representative of the Secretary
shull be present at all meetings of the Committee.

“(e) REPORT.--The Committee shall, not later than Novemnber 30 of each year, make an
annual report through the Secretary to the Congress. The annual report shall contain--

“(1) a list of the members of the Commirtee and their addresses;
“(2) a list of the functions of the Committee;
"(3) alist of dates and places of each meeting during the preceding fiscal year;
ard
‘(4) a summary of the activiues, findings and recommendations made by the
Committee during the preceding fiscal year.
“¢f) TERMINATIQN.--The National Advisory Committee on Institutional Quality and

Integrity shall continue to exist until September 30, 2003.

“STUDENT REPRESENTATION
“SEC. 135. The Secrctary shall, in appointiug individuals 1o any commission,
committee, board, panel, or other body in connection with the administration of this Act, include
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individuals who are, at the time of appointment, attending an institution of higher education.

“FINANCIAL RESPONSIBILITY OF FOREIGN STUDENTS
“SEC. 136. Nothing in this Act, or any other Federal law, shall be construed to prohibit

any institution of higher education from requiring a student who is a foreign national (and not
admitted to permanent residence in the United States) to guarantee the future payment of tuition
and fees to such institution by--

“(1) making advance payment of such tuition and fees;

“(2) making deposits in an escrow account administered by such institution for
such payments; or

“(3) obtaining a bond or other insurance that such payments will be made.

“DISCLOSURES OF FOREIGN GIFTS

“SEC. 137. (a) DISCLOSURE REPQRT --Whenever any institution is owned or
controlled by a foreign source, or receives a gift from, or enters into a contract with, a foreign
source. the valne of which is $250,000 or more, considercd alonc or in combinativn wiih all other
gifts frorn or contracts with that foreign source within a calendar year, the institution shall file a
disclosure report with the Secretary on January 31 or July 31, whichever is sooner.

“(b) CONTENTS OF REPORT --Each report to the Secretary required by this section
shall contain:

“(1) For gifts received from ur contracts entered into with a foreign source other

than a foreign government, the aggregate dollar amount of such gifts and contracts attributable to
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@ particular country. The country to which a gift is attributable is the country of citizenship, or if
unknown, the principal residence for a foreign source who is a natural person, and the country of
incorporation, or if unknown, the priucipul place of business, for a foreign source which is a
legal entity.

“(2) For gifts received from or contracts entered into with a foreign government,
the aggregate amount of such gifts and contracts received from each foreign government.

“(3) In the case of an institution which is owned or controlled by a foreign
source, the identity of the foreign source, the date on which the foreign source assumed
ownership or control, and any changes in prdgram or structure resulting from the change in
ownership or control.

“(c) ADDITIONAL DISCLOSURES FOR RESTRICTED AND CONDITIONAL
GIFTS .-- Notwithstanding subsectivn (b), whenever any institution receives a restricted or
conditional gift or contract from a foreign source, the institution shall disclose:

“(1) For such gifts received from or contracts entered into with a foreign source
other than & foreign government, the amount, the date, and a description of such conditions or
restrictions. The report shall also disclose the country of citizcn.ship, or if unknuwn, the principal
residence for a foreign source which is & natural person, and the country of incorporation, or if
unknown, the principal place of business for a foreign source which is a legal entity.

“(2) For gifts received from or contracts entered into with a foreign government,
the amount, the date, a description of such conditions or restrictions, and the name of the forcign
government.

"(d) RELATION TO OTHER REPORTING REQUIREMENTS --(1) STATE
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REQUIREMENTS --If an institution described under subsection (a) is within a State that has
enacted requirements for public disclosure of gifts from, or contracts with, a forcign source thiat
are substantially similar to the requireiucuts of this section, a copy of the disclosure report filed
with the State may be filed with the Secretary in lieu of a report required under subsection (a).
The State in which the institution is located shall provide to the Secretary such assurances as the
Secretary may require to establish that the institution has met the requirements for public
disclocure under State law if the State report is filed.

“(2) USE OF QiHER FEDERAL REPORTS .--If an institution receives a gift
from, or enters into & contract with, a foreign source, where any other department, agency, or
bureau of the Executive Branch requires a report containing requirements substantially similar to
those required under this section, a copy of this report may be filed with the Secretary in licu of a
report requircd undcr subsection (a).

“(e) PBUBLIC INSPECTION.--All disclosure reports required by this section shall be
public records open to inspection and copving during business hours.

“(f) ENFORCEMENT.-~(1) COURT ORDERS --Whenever it appears that an institution
has failed to comply with the requirements of this section, including any rule or regulation
promulgated thereunder, a civil action may be brought in an appropriate district cour of the
United States, or the appropriate United States court of any territory or other place subject to the
jurisdiction of the United States, to request such court to compel compliance with the
requirements of this section.

“(2) COSTS.--For knowiny ur willful failure 10 comply with the requirements of
this section, including any rule or regulation promulgated thereunder, an institution shall pay to
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the Treasury of the United States the full costs to the United States of obtaining compliance,
including all associated costs of investigation and enforcement.

“(g) REGULATIONS --The Sccretary may promulgate regulations to carry out the
ministerial duties imposed on the Secretary by this section.

“(h) DEFINITIONS .--For the purpose of this section--

“(1) the term ‘contract’ means any agreement for the acquisition by purchase,
lease, or barter of property or services by the forcign source, for the direut benefit or use of either
of the parlies;

“(2) the term ‘foreign source’ means--

“(A) a foreign government, including an agency of a foreign government:

“(B) a legal entity, govermmental or otherwise, created solely undcr the
laws of a foreign state or statcs; |

*(C) an individual who is not a citizen or a national of the United States
or a trust territory or protectorate thereof; or

“(D) an agent, including a subsidiary or affiliate of a foreign lepal entity,
acting on behalf of a foreign source,

“(3) the term ‘gift’ means any gift of money or property;

“(4) the term ‘institution’ means any institution, public or private, or, if a
multicampus institution, any single campus of such institution, in any State,--

*“(A) that meets the requirementé of section 101(a)(2), (3)(A) and (B), and
(5); and
“(B) to which Federal financial a§si stance is extended (directly or
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indirectly through another entity or person), or that receives support from the extension of
Federal financial assistance to any of its subunits; and
“(5) the term ‘restricted or conditivnal gift or E.ontract’ means any endowment,

gift, grant, contract, award, present, or property of any kind which includes provisions
regarding—

“(A) the employment, assignment, or termination of faculty;

“(B) the establishment of departments, ccnters, rescarch ur lecture
progtaws, ur new faculty positions;

“(C) the selection or admission of students; or

“(D) the award of grants, loans, scholarships, fellowships, or other forms
of financial aid restricted to sfudents of a specified country, religion, sex, ethnic origin, or

political opinion.

“APPLICATION OF PEER REVIEW PROCESS
“SEC. 138. All applications submitted under this Act that require peer review shall be
read by a panel of readers compnsed of individuals selected by the Scerctary, which shall include
outside readers who are not employees of the Federal Government. The Secretary shall ensure
that no individual assigned under this section to review any application has any conflict of
interest with regard to that application which might impair the impartiality with which that

individual conducts the review under this section.

“DRUG AND ALCOHOL ABUSE POLICIES
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“SEC. 139. {a) CERTIFICATION REQUIREMENTS --Notwithstanding any other
provision of law, no institution of higher education shall he eligible to receive funds or any other
form of financial assistance under any Federal progsain, including participation 1n any tederally
funded or guaranteed student loan program, unless it certifies 1o the Secretary that it has adopted
and has implemented a program to prevent the use of illicit drugs and the abuse of alcohol by
students and employees that, at a minimum, includes--

“(1) the annual distribution to each student and ¢mployee of --

“(A) standards of conduct that clearly prohibit, at a minimum, the
unlawful possession, use, or distribution of illicit drugs and alcohol by students and erployees
on its property or as part of any of its activities;

“(B) a description of the applicable lepal sanctions under local, State, or
Federal law for the unlawful posscssion or distribution of illicit drugs and alcohol,

“(C) a description of the health risks associated with the use of illicit
drugs and the abuse of alcohol;

“(D) adescription of any drug or alcohol counseling, treatment, or
rehabilitation or re-entry programs that are available to employees or students; and

“(E) « clear statement that the institution will impose sanctions on students
and employees (consistent with local, State, and Federal law), and a description of those
sanctions, up to and including expulsion or termination of employment and referral for
prosecution, for violations of the standards of conduct required by suhparagraph (A); and

“(2) abiennial review by thc institution of its pregram to--
“(A) determine its effectiveness and implement changes to the program if
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they are needed; and

“(B) ensure that the sanctions required by paragraph (1)(E) are
consistently enforced.

“(b) AVAILABILIIY TO SECRETARY AND PUBLIC OF ANNUAL
DISTRIBUTIONS AND BIENNIAL REVIEWS --Each institution of higher education that
provides the certification required by subsection (a) shall, upon request. make available tn the
Secretary and to the puhlic a copy of each item required by subscction (a)(1) as
wecll as the results of (he biennial review required by subsection (a)(2).

“(c) REGULATIONS; SANCTIQNS --(1) The Secretary shall publish regulations to
implement and enforce the provisions of this section, including regulations that provide for--

“(A) the periodic review of a representative sample of programs required
by subsection (2); and

“(B) a range of responses and sanctions for institutions of higher education
that fail to implement their programs or to consistently enforce their sanctions, including
information. and technical assistance, the development of a compliance agreement, and the
termination of any form of Federal financial assistance.

“(2) The sanctions required by subsection (2)(1)(E) may include the completion

of an appropriate rehabilitation program.

“(d) RROCEDURES APPLICABLE UPON TERMINATION OF FINANCIAL
ASSISTANCE .--Upon a determination by the Secretary to terminate financial assistance to any
instimtion of higher education under this scction, the institution iuay [ile an appeal with an
administrative law judge before the expiration of the 30-day period beginning on the date such
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institution is notified of the decision to terminate financial assistance under this section. Such
judge shall hold a hearing with respect to snch termination of assistance beforc the expitativn of
the 45-day period beginning on the duie that such appeal is filed. Such judge may extend such
45-day period upon a motion by the institution concerned. The decision of the judge with respect

to such termination shall be considered to be a fina] agency action.

“EVALUATION AND PERFORMANCE MEASUREMENT

“SEC. 140. (a) AULHORIZATION OF APPROPRIATIONS --(1) There are authorized
1o be appropriated for fiscal year 1999 and the four succeeding fiscal years such sums as may be
necessary for the Secretary to carry out evaluations and other activities, including activities
designed 10 measure performance under the Government Performance and Results Act, that the
Secretary determincs necessary in usder o evatuate the effectiveness and operations of any
program authorized by this Act, and the performance of such recipients of funds under this Act as
the Secretary determines appropriate.

“(2) The eppropriations authorized under paragraph (1) shall be in addition to any
other appropriatinns for evaluations and related activitics authorized by this Act.

“() PERFORMANCE GOALS AND INDICATORS.~(1) An applicant for funds
under program authorized by this Act that the Secretary determines shall be evaluated in
accordance with this section shall include in its application--

“(A) in a manner consistent with the performance indicators establishcd
by the Secretary undcr paragraph (2), the applicant’s objective, quantifiable and measurable
performance goals that are to be achieved by the activities supported by such funds; and
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“(B) the applicant’s policies and procedures for evaluating the
effectiveness of its activities in reaching thnse performance goals;

“(2) The Secretary shall publish performance indicators for a variety of activities,
under the programs authorized by this Act that the Secretary determines shall be evaluated under
this section, which recipients shall use in evaluating and reporting on the effectiveness of their
activities under such program that are associated with their performance goals under paragraph
(1)(A) for such activities.

“(3) The Secretary shall award funds under a program authorized by this Act to
an otherwise eligible applicant only if the applicant’s performance goals are sufficiently rigorous
as to meet the purposes of the program and the performance indicators for the program as
established by the Secretary under paragraph (7).

“(4) In the casc of a continuation award for the second and succecding years of a
grant, the Secretary shall make such continuatioh award only after determining that the grantee is
making sufficient progress toward achieving its performance goals under paragraph (1)(A).

“(c) INFORMATION COLLECTION.-The Secrctary is authorized to collect snch
information as may reasonably be necessary to evaluate the cffcctivencss and vperaiions of any
program authorized by this Act that the Secretary determines shall be evaluated under this
section, including the performance of any recipient of funds under such program.”.

(c) STUDY OF ACCREDITING AGENCY STANDARDS FOR DISTANCE
LEARNING.--(1) The Sccretary of Education shall cﬁnduct a study to examine the effectivencss
with which accrediting agencics and associations are developing and enforcing the distance
learning standards described in section 111(a)(5) of the Act.
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(2) Not later than two years after the date of enactment, the Secretary shall
prepare and submit to Congress a report on the study authorized by this subscction, togethicr with
such recommendations arc are deemed uppropriate.

(3) There are authorized to be appropriated $3,000,000 to carry out this

subsection.
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TITLE |--GENERAL PROVISIONS AND PROGRAM INTEGRITY TRIAD
: Section-by-Section Analysis

Scetion 101. Section 101(a) uf the bill would repeal title 1, part H of title I'V, and title XII
of the Higher Education Act of 1965 (20 U.S.C. 1001 ¢t sgg., bereinafter in this Act referred 1o as
“the Act”). Title I of the Act currently contains the School, College and Universities
Partnerships (SCUP) program, Articulation Agreements, and thc Access and Equily To
Education For All Americans Through Telecommunications program. Amendments to the
SCUP prograw are proposed in section __ of the bill.

Section 101(b) of the Act would set out a new Title | for the Act that would contain the
genersl provisions for the Act, many of which were taken from current title XII of the Act, as
well as the program integrity “triad” that applies primarily to title IV of the Act, but has some
applicability (the authorization ot an institution by a State to provide a program of postsecondary
education in that State, as well as the Secretary’s recognition of accrediting agencies and
associations) to the other titles of the Act as well. Proposed new part A of title I of the Act
would consist of the definitions (currently in sectivn 1201 of the Act, with some amendments, as
described below) for the Act and the program integrity triad provisions, divided into subparts that
represent the three aspects of the triad: proposed new subpart 1 would contain the definitions for
the Act, which include the requirement for the State authorization of an institution of higher
education (references to the State Postsecondary Review program here and throughout title IV of
the Act, would be eliminated, cousistent with the 1995 rescission of funding tor that program);
proposed new subpart 2 would contain the standards for accrediting agency approval; and
proposed new subpart 3 would contain the Department’s eligibility and certification procedures
for institutions. Proposed new part B of title [ of Act would contain the gencral provisions
applicable to the Act that, except as noted below, are currently in title XII of the Act.

Proposed new section 101 contains the ncw definitions for the Act. Section 1201 of the
Act currently sets out the definitions for the Act, and most of those definitions have been moved
to proposed new section 101 with only minor stylistic and tcchnical changes. However,
proposed new section 101(a) of the Act, which defines “institution of highcr education,” has been
exteusively revised. This revision is intended to clarity the definition and to move more of the
definition of an institution of higher education for purposes of Title IV of the Act, currently in
section 481(a) of the Act, to proposed new section 101(a), so that the interrelationship of the two
definitions is more easily understood and to climinate duplicative pivvisions.

Proposed new section 101(a) would also explicitly provide that graduate and professional
programs are eligible to participate in HEA programs; thic is currently implicd from the
definitions in sections 481(a) and 1201(a) of the Act. In addition, community colleges offering
short-tcrm programs 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. However, proprietary institutions would still be subject to the
two-year waiting period under section 481(b), as amended by section 4__ of the Act.
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In addition to moving the provisions regarding the definition of an “eligible program”
from section 481(e) of the Act 10 proposed new sections 101(a)(2) and (3), the bill would expand
the applicability of the outcome measures added to the Act in 1992 for short-term vocational
programs. Cwently, a 300-10-600 hour nondegree vocational program (a program that prepares
students for gainful employment in a recognized occupation) at a proprietary or vocational
institutions, must have a verified completion rate of at least 70 percent and a verified placement
rate (of those completers) of at least 70 percent for its students to be cligible to receive student
loans. Proposed new section 101(a)(3) would instead apply this “70/70" requirement to
programs of one academic year or less offered by proprietary institutions, and add the alternate
requirement that such a program could also be considered an eligible program for title TV
purposes if the program has a verified placement rate of at least 70 percent in the recognized
occupation for which they were trained or in a reluled comparable recognized occupation. This
alternate requirement would permit a program to include in its placement rate students that did
not complete the program, but obtained a job in the ficld for which the student received some
training. The expanded requirements would be phased in, 50 that institutions will have time to
assemble the data needed to calculate the placement and completion rates on these longer
programs.

These changes to the 70/70 requirements would still focus on programs that are
statutorily defined to he in existence to serve the particular goal of preparing students fou
employment in the field for which the student was trained. The amendments would apply the
requirement to a larger group of institutions, but the requirements would still be limited to the
institutions where concerns about the quality of edncation are most prevalent, as well as the
institutions that have the most probiems with Title IV compliance.

Subpart 2 of part A of proposed new title | of the Act would contain the standards for
accrediting agency approval, and except as noted below, are taken from section 496 of the Act
with only minor technical and stylistic changes.

Proposed new scctions 111(a)(3)(C) aud (h) are minor clarifications of language taken
from current section 496(a)(3)(C) and (h) of the Act.

Proposed new sections 111(a)(8)(M) and (N) of the Act would add a rcquircment that
accrediting agencies have specific standards on distance learning programs or courses at an
institution (if any), including the institutlon's criteria for the selection of students, its provisions
for monitoring student progress, the academic and student support services available to students,
and its measures of educationa! outcomes; and on an institution’s refund policy. Proposed new
section 111(a)(9) of the Act would also require an accrediting agcacy to have in effect its own
fair and equitable refund policy such agency or association shall have in effect a fair and
cquitable refund policy establishing the minimum terms and conditions under which an
institution that it accredits shall return unearned tuition, fees, room and hoard, and other charges
to a student, if the student withdraws from, or otherwise fails to complete, the period of

2
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enroliment for which such charges were assessed. These changes are intended te provide
accountability in two areas that have a significant potential for abuse, and complement the
changes regarding distance leaming proposed in section ___ of the bill, and rcgarding refunds in
section ___ of the bill.

Proposed new section 111(c)(1) of the Act would contain revised requirements for
unannounced inspections by an accrediting agency of the institutions that it accredits. Current
section 496(c)(1) of the Act, on which proposed new section 111(c)(1) is based, requires an
accrediting agency to conduct an unannounced inspection of every institution that offers
vocational education, regardless of whether it is a single purpose vocational institution or a
multi-purpose research university that happens to offer a few vocational programs that arc clcarly
ancillary to its principal mission. Proposed new section 111(c)(1)(B) of the Act would limit the
requirement for unannounced site visits by accrediling agencies or associations to instances
where at least 10 percent of the institutions accredited by the agency or association have a cohort
default rate for the most recent year of 20 percent or more. In these instances, the accrediting
agency or association would still be required to performs at least one unannounced on-sitc
inspection or review, during the interval between the agency's grant of accreditation or
preaccreditation to the institution ur program and the expiration of the accreditation or
preaccreditation period, at each institution that it accredits and that offers vocational education;

I 'nannounced visits are intended to reveal fraud and abuse, such as wustances where an
institution has a library on the day of the announced site visit that subsequently disappear as soon
as the accrediling agency personnel leave. It is highly unlikely that an unannounced site visit
would urcover a serious problem with personnel, resources. or facilities at a large, multi-purpose
institution that would not otherwise be discovered during an announced site visit. Proposed new
section 111(c)(1)(R) of the Act would target unannounced agency reviews to institutions that
have historically experienced program administration problems, while relieving burden on
institutions where unannounced reviews are not cost eftective.

Proposed new subpart 3 of part A of title I of the Act would contain the the Department’s
eligibility and certification procedures for institutions seeking to participate in the studeul
assistance programs under title IV of the Act, and except as noted below, arc taken from sections
498 and 498A u[ the Act with only minor technical and stylistic changes.

Proposed new section 121(b)(3) of the Act would modify the language taken from current
sectinn 498(b)X(3) of the Act to require that an institution maintain a cupy of any contract between
the institution and a financial aid service provider or loan servicer, and provide a copy of any
such contract to the Secretary upon request, instead of requiring that the institution supply the
copy with its application to participate in the student aid programs under title IV of the Act.

Proposed new section 121(c)(3) of the At would modify the language taken from current
section 498(c)(3) of the Act by clarifying thar third party financial guarantees may be used to
satisfy the statutory tinancial responsibility standards only by institutions that are currently

3



16/06/97 NON 11:20 FAX wWhed

eligible to participate in the title IV programs, not by institutions secking an initial determination
of eligibility, In addition, proposed new section 121(c)(3)(A) of the Act would eliminate the
reference to performance bonds as one type of third party financial guarantee that the Secretary
might accept in satisfaction of the financial responsibility standards. Performance bonds are
rarely used and do not offer adequale protection of the Federal financial interest.

Proposed new section 121(f) of the Act would eliminate the curreni requirement that the
Department conduct a site visit at each institution before certifying or recertifying its cligibility
to participate in the title IV programs, as well as the authority for the Department to charge
reasonable fees for these site visits. Instead, the proposed new section 121(f) would state that the
Secretary would ensure that prompt action is taken by the Department on an application to
participate in the title IV programs, that that the Secretary may establish priorities by which
institutions are to receive site visits, if any, and may coordinate such visits with site visits by
States, guaranty agencies, and accrediting bodies in order 10 eliminate duplication, and reduce
adrministwrative burden. '

Limited resources prevent the Department from being able to conduct site visits for all
certifications and recertifications of institutivis. The authority to charge fees does not alleviate
this problem, since any fees that Department might charge could not be retained by the
Department to otfset the cost of site visits. The fees would merely be deposited in the Treasury.

Moreover, such visits are not necessary for every institution; if the Department needs to
visit an institution during rccertification because of apparent concerns with the institution, it will
conduct an on-site program review as authorized elsewhere in the statute.

Proposed new section 121(g) of the Act would modify the recertification requirements
applicable to an institution located outside of the United States, so that a foreign institution that
reccived less than $500,000 in Fcdceral Family Education Loan (FFEL) program funds would be
subject to a recertification schedule set by the Secretary in regulations, rather than the typical
every five years schedule. (Foreign institutions can only participate in the FFEL program.)

The Department has encountered substantial administrative difficulty in its effort 10
certify and monitor all forcign schouls in the same manner as all other 1itle 1V schools.
Problems in certifying and ronitoring foreign institutions include the difficulty in evaluating
institutional financial strength that is expressed in foreign currencies, as well as the myriad
complications inherent in monitoring schools on foreign soil. Becausc thc vast majority of
foreign institutions have low loan volumes, the Department believes that the costs and resources
needed to fully wonitwr these schools that have, over time, posed limited problems with respect
to compliance with Title IV rules and regulations, can be better spent elsewhere. :

Proposed new section 121(j)(1) of the Act, which is based on thie lunguage from current

section 498(j)(1) of the Act on the treatment of branches, would clarify that, prior to seeking
certification as a main campus or free-standing institution, a branch is required to be in existence

4
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at least 2 years after it has been certified by the Secretary as a branch campus participating in a
title IV program.

Proposed new section 122(c) of the Act would modify the language from current section
198A(c) of the Act to climiuuie the requirement that the Secretary develop and carry out a plan
for the data collection concerning institutional accreditation. eligibility, and certification, and
make the information obtained in that data collection readily available to all institutions of higher
education, guaranty agencies, States, and other organizations participatiug in the dtle IV
programs. Instead, proposed new section 122(c) of the Act would merely authorize the Secretary
to make tlic information available to title LV program participants. The requirement for a data
collection plan is an intrusion on the Secretary’s management of the Department.

Proposed new section 122(d) of the Act would wudily the language from current section
498A(d) of the Act to make the provision of audit and program review training (including
criminal investigative training) to Department personnel optional rather than mandatory. The
current statutory requirernent is an undue interference into the Secretary’s management of the
Department.

Proposed new part B of title I of Act would contain the general provisions applicable to
the Act that, except as noted below, are currently in title XII of the Act.

Proposed new section 131 of the Act would contain the antidiscrimination requirements
currently in section 1202 ol the Act. Section 1203 of the Act, which describes State agreements
for programs under title I of the Act, the State Student Incentive Grant (SSIG)program (in an
outdated reference), and under part A of title VII of the Act, is no longer necessary. The title I
programs were never finded and would be eliminated by the amcndments in this titie of the bill,
the SSIG program is proposed for repeal in section 4__ of the bill, and part A of title VII is
proposed for sepeal in section __ of the bill.

Due to a numbering error in the Act, there are currently two sections designated as
section 1204 of the Act. The first section 1204, which contains the pruhibition against Federal
control of education, would be moved to proposed new section 132 of the Act; the second
sevtion 1204 of the Act, which relates to the weatment of territories and territorial student
assistance, would be moved proposed new section 133 of the Act.

Proposed new section 134 of the Act would coutin the authority for the National
Advisory Committee on Institutional Quality and Integrity, currently in section 1205 of the Act.
This proposed new provision would extend the authorization of the Committee until September
30, 2003, and eliminate outdated references to the terms of initial members of the Committee and
to a repealed provision of the General Education Provisions Act. Section 1206 of the Act, which
currently authorizcs a Joint Study Cummission on Postsecondary Institutional Recognition,
would be eliminated as no longer necessary.
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Proposed new section 135 of the Act contains the provision on student representation on
committees and other administrative bodies currently in section 1207 of the Act.

Proposed new section 136 of the Act contains the provision relating to the financial
responsibility of forcign students vurrently in section 1208 of the Act.

Proposed new section 137 of the Act contains the disclosure of foreign gifts provision
currently in section 1209 of the Act, with minor changes to the definition ol an “institution” for

purposes of that section to make it more consistent with the definition in proposed new section
101(a).

Proposed new section 138 of the Act contains the peer review provision currently in
section 1210 of the Act. Sections 1211 and 1212 of the Act would be eliminated. Section 1211
of the Act contains outdated limits on aggregate appropriations for most of the HEA programs
for fiscal years 1987 through 1991, and section 1212 of the Act contains the expired authority for
technology transfer centers.

Proposed new section 139 of the Act contains the requirement for the adoption and
implementation of policies on drug and al¢ohol abuse by institutions of higher education that is
currently in section 1213 of the Act. A minor clarification would be made to the title of the
section to more accurately reflect the suhstance of the provision.

Proposcd ncw section 140 of the Act is & new provision that would authorize such sums
as may be necessary to be appropriated for fiscal year 1999 and the four succeeding fiseal years
1o enable the Secretary to carry out evaluations and other activities, including activities designed
to measure performance under the Government Performance and Rcsults Act, that the Secretary
determines necessary in order 10 evaluate the effectiveness and operations of any HEA program,
as well as the performance of such recipients of funds under the Act as the Secretary determines
appropriate. These appropriations would be in addition to any other appropriations for
evaluations and related activities authorized by the Act.

If the Secretary determines that an HEA program is to be evaluated under proposed new
sectionr 140, an applicant for funds under that program would be required to include in its
application: 1) the applicant’s objective, quantifiable and measurable performance goals to be
achieved by the activities supported by those funds; and 2) the applicant’s policics and
procedures for evaluating the effectivencss of its activitics in reaching those performance goals.
The applicant’s performance goals must be consistent with the performance indicators that the
Secretary will publish for a variety of activities under the HEA programs that the Secretary
determines will be evaluated under proposed new section 140. The Secretary could only award
program funds to an otherwise eligible applicant only if the applicant’s performance goals are
sufficiently rigorous as to mect the purpuses of the program and the pertormance indicators for
the program established by the Secretary. The Secretary could make a continuation award enly
after determining that the grantee is making sufficient progress toward achieving its performance
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goals,

The Secretary would also be authorized to collect such information as tay reusonably be
necessary to evaluate the effectiveness and operations of any HEA program that the Secretary
determincs will be evaluated under proposed new section 140.

Finally, section 101(c) of the bill would require the Secretary to conduct a study to
examine the effectiveness with which accrediting agencics and associalions are developing and
enforcing the distance learning standards described in proposed new section 111(a)(5) of the Act.
$3 millivn would be authorized to be appropriated to carry out this study, and the Secretary’s
report on the study would be due to Congress not later than two years after the date of enactment
of the bill. This would help to ensure accountability in the ficld of distance learning, and provide
the Secretary and the Congress with more inforinativn about this developing area of technology
and its impact on the HEA programs,
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[Draft 10/2/97=Section 481 amendments only] .
PART G--GENERALPROVISIONS
DEF[NITTCE)NS _
SEC. 481. Section 481 of the Act is amcndecﬁ--
(1) in subsection (a)-- |
(A) in paragraph (1)--
(i) in the matier preceding subpuragraph (A), by striking out
“section 1201(a)-" and inserung in lieu thereof “section 101(a)--";
(ii) in subparegraph (A‘) by adding "and" at the end thereof;,
(i) by striking out sut;paragraph (B) and inserting ir lieu therenf
the following:
“(B) ouly fur purposes of part B, an institution located outside the United
States that-- |
"(1). is comparable to a;l institution of higher education as defined
in section 101(a); and
"(i1) has been npprovcdi,by the Secretary for the purpose 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 sub;;_aragraph ©);
(B) in paragraph (2)-- -
(i) in subparagraph (A),:;by striking out "paragraph (1)(C) of this

section" and “section 1201(a).” and inserting in lieu thi;reof "paragraph (1}(B)" and “section

!
{

101(a).”, respectively; \
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(i) in subparagraph (B), by striking out "paragraph (1)(C}." and
“section 1201(a).” and inserting in lieu thereof "paragraph (1)(B)" and “scction 101(a).”,
respectively;

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

@iv) | by redesignating suﬁparagraph (E) as subparagraph (D);

(C) in paragraph (3)--

(i) by ameunding subparagraphs (A) and (B) to read as follows:

“(A) offers more than 50 percent of the institution’s courses through
distanée learning, unless the institution provides at least a 2-year or 4-year program of
instruction for which the institution awards an associate or baccalaureste degree ;

"(R) enrolls 50 percent or more of its students in diswance learning, unless
the institution provides ut least a 2-year or 4-year program of instruction for which the institution
awards an associate or baccalaureate degree;”;

(D) in paragraph (5), by striking out “part H.” and inserting in lieu thereof
“part A of title I.”; and

(E) in paragraph (6), by stiking oul “part H of this title.” and inserting in
licu thereof “‘part A of title [.”";

(2) by amending subsection (b) to read as follows:
(b) PROPRIETARY INSTITUTION OF HIGHER EDUCATION.-~(1) For the purpose
of this section. the term 'proprietary institution of highe'r education' means a school that--

"(A) meets the requirements ot section 101(a), other than
paragraph(1)(D);

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

v
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"(C) has at least 15 percent of its revenues from sources that are nor
derived from funds provided under this title, as determined in accordance with regulativus
prescribed by the Secretary.

"(2) Such term also includes a postsecondary educational institution that changes
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) to rcad as folluws:

"(c) DISTANCE LEARNIN(.~-For the purpose of any program under this title, the term
'distance learning' means an educational process that is characterized by the separation, in time cr
place, between instructor and student, or among students. Distance learning may include courses
offered principally through the use of--

"(1) television, audio, or computer ransmission, such as open broadcast, closed
circuit, cable, microwave, or satellite transmission;

"(2) audio or computer conferencing;

"(3) video cassettes or discs; or

"(4) correspondence.”,

(4) by striking out subsection (e); and

(5) by redesignating subsection (f) as subsection (e).
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H.S., Inc.

Andover Dollars for Scholars

Arlington Citizens Scholarship Fdn.

CSF of Bedford

Belmont Scholarship Fund

Beverly Scholarship Foundation

Town of Billerica Scholarship Foundation

The Boxford Public Library and Perley
Schol. Funds

CSF of Bridgewater-Raynham

Brockton Dollars for Scholars

Burlington Community Schol. Fdn., Inc.

Joseph Case H.S. Schol. Trust Funds, Inc.

CSF of Chatham

Concord-Carlisle Scholarship Fund

CSF of Dighton-Rehoboth

Dracut Scholarship Foundation

East Cambridge Scholarship Fund

CSF of Easthampton

CSF of Fall River

Donald A. Fisher CSF (West
Bridgewater)

Gloucester Scholarship Foundation

CSF of Granville-Tolland

CSF of Harwich

CSF of Holliston

CSF of Lanesboro

Latino Comm. Scholars Fund (Boston)

Latino Scholarship Fund (Holyoke)

Lexington PTA Scholarship Fund

Lincoln-Sudbury Schol. Fund, Inc.

Lynnfield Scholarship Fdn., Inc.

CSF of Mansfield

CSF of Marblehead, Inc.

CSF of Marlborough, Inc.

Peter Medoff Dudley Youth Scholarship
Fund (Boston)

METCO College Scholarship Fund of
Lexington

Methuen Scholarship Foundation

CSF of Middleboro

CSF of Millbury

CSF of Millis

Minnechaug Schol. Fdn. (Wilbraham)

Nashoba Regional Scholarship Fdn.

North Adams Dollars for Scholars

North Andover Scholarship Fdn., Inc.

North Reading Dollars for Scholars, CSF

CSF of Northampton

Northborough Schol. Advisory
Committee

Norwood Scholarship Foundation, Inc.

Orange Scholarship Foundation

CSF of Pittsfield

Reading Scholarship Fdn., Inc.

CSF of Rockland

CSF of Sherbomn

CSF of Somerset

Somerville H.S. Scholarship Fdn.

Southborough Schol. Advisory
Committee

CSF of Southwick

The Town of Dedham Schol. Committee

CSF of Uxbridge

CSF of Wakefield

City of Waltham Scholarship Fund

Wayland H.S. Scholarship Committee

Wenham Village Improvement Society

West Boylston Scholarship Fdn.

CSF of Westfield, Inc.

Town of Weymouth Scholarship Fund

CSF of Whitman-Hanson

Wobum H.S. Schol. Fund, Inc.

Worcester Latino Dollars for Scholars

Workforce Dollars for Scholars
(Cambridge)

MICHIGAN

CSF of Allegan

Willow Run/Ypsilanti Dollars for
Scholars

MINNESOTA

Aitkin Area Dollars for Scholars

CSF of Alexandria

Ashby Area Dollars for Scholars

Barnesville Dollars for Scholars

Barnum CSF

Becker Dollars for Scholars

Belgrade-Elrosa CSF

CSF of Belle Plaine

Bertha-Hewitt Dollars for Scholars

CSF of Blackduck

CSF of Blooming Prairie

Blue Earth Educational Assistance. Inc.

CSF of Braham

CSF of Brandon

CSF of Breckenridge

Brooklyn Center Lions Club Schol. Fund

Brooten Dollars for Scholars

CSF of Browerville

The Larry Brown Youth Ed. Corp.
(Minneapolis)

Cambridge-Isanti Dollars for Scholars
Foundation

Chisago Lakes Education Fdn.
(Lindstrom)

CSF of Cleveland

Climax-Shelly Dollars for Scholars

Cloquet Community Scholarship Fund

CSF of Cromwell-Wright

CSF of Dassel-Cokato

Delano Area Dollars for Scholars

Detroit Lakes Scholarship Fdn.

CSF of Dilworth-Glyndon-Felton

Dist. 883 Dollars for Scholars (Rockford)

Eagle Valley Dollars for Scholars
(Clarissa)

East Central Dollars for Scholars
(Sandstone)

Esko Educational Fdn.

CSF of Evansville

CSF of Fairmont School Dist. 454

Faribault Area Pub. Sch. Ed. Trst. Assoc.

Fergus Falls Area Dollars for Scholars

Fillmore Central Dollars for Scholars

Floodwood Dollars for Scholars

Garrison Dollars for Scholars

G-F-W Dollars for Scholars (Winthrop)

CSF of Goodhue

CSF of Granada-Huntley Dist. 460

CSF of Granite Falls



Hawley Dollars for Scholars

Henning Student Aid Foundation

Herman/Norcross Dollars for Scholars

Hutchinson Area Dollars for Scholars

CSF of Jackson

CSF of the Jasper School Area

CSF of Kasson-Mantorville

Kimball Area Dollars for Scholars

Lac qui Parle Valley Dollars for Scholars

CSF of Lake Benton

LCWM Dollars for Scholars (Lake
Crystal)

CSF of Lake of the Woods

Lake Park Dollars for Scholars

CSF of Lakefield

Lakeville Dollars for Scholars

LeRoy-Ostrander Dollars for Scholars

CSF of LeSueur School Dist. 393

CSF of Long Prairie

CSF of Luverne

Schol. Fund of Madelia School Dist. 837

Mankato/North Mankato Area Dollars for
Scholars

Maple River Dollars for Scholars

Martin County West Dollars for Scholars

McLeod County East Dollars for Scholars

Menahga Dollars for Scholars Fdn.

Milaca Scholarship Foundation

Minnewaska Area Dollars for Scholars
(Glenwood)

Moorhead Fdn. Dollars for Scholars

CSF of Moose Lake

Mora Doillars for Scholars

Morris Area School District No. 769 Fdn.

Morrison County Student Loan Assoc.,

Inc.

Morristown Dollars for Scholars

Mountain Lake Dollars for Scholars

Pam Lindow Foundation of Nevis

New Prague Community Schol. Fund

CSF of New Ulm School Dist. 88

Norman County West Dollars for
Scholars

Northland Scholarship Fund, Inc.
(Remer)

CSF of Ogilvie

CSF of Olivia

CSF of Osakis

Parkers Prairie School Dist. 547

CSF of Paynesville

Perham CSF

Ricky Peterson Memorial Schol. Fdn.
(Houston)

Pine River-Backus Dollars for Scholars

CSF of Pipestone School Dist. 583

Princeton Scholarship Foundation

Prior Lake Women of Today

CSF of Randolph i

Rocori Area Doillars for Scholars
(Cold Spring)

CSF of Rush City

St. Joseph Area Dollars for Scholars

St. Louis Park Dollars for Scholars

CSF of St. Peter-Kasota

CSF of Sauk Centre

School District #4 Fdn. (McGregor)

CSF of Sebeka

Shakopee Dollars for Scholars

CSF of Sleepy Eye

South High Foundation

Spring Grove Dollars for Scholars

Staples & Motley Dollars for Scholars

Swanville Community Schol. Fund, Inc.

Twin Valley Dollars for Scholars

CSF of Verndale

CSF of Wabasha-Kellogg

Wadena-Deer Creek Dollars for Scholars

Waubun-Ogema-White Earth Dollars for
Scholars

Westbrook-Walnut Grove Dollars for
Scholars

West Central Area Dollars for Scholars

CSF of Wheaton

CSF of Windom

CSF of Worthington

MONTANA

Brady Dollars for Scholars

Conrad Dollars for Scholars

Custer County Education Foundation
Sidney Area Dollars for Scholars

NEBRASKA
Denton Dollars for Scholars
CSF of the Heartland (Omaha)

NEW HAMPSHIRE

CSF of Auburn

Candia Dollars for Scholars

CSF of Con-Val Schoo! District

CSF of Exeter

CSF of Fall Mountain Reg. School Dist.

CSF of Farmington

CSF of Franklin, Inc.

CSF of Gorham-Randolph-Shelbume

Greater Pittsfield CSF, Inc.

CSF of Hollis/Brookline

CSF of Lebanon

CSF of Londonderry

CSF of Mascoma Valley (Enfield)

The Jeff Morin Memorial Schol. Fund
(Nashua)

Dollars for Scholars of Mount

Washington Valley (North Conway)

CSF of Salem

CSF of Souhegan Valley (Millford)

Winnacunnet High Schol. Fdn,, Inc.

NEW JERSEY
CSF of Atlantic City (Ventnor)

Burlington Twp. Schools Schol. Comm.
Clearview Community Schol. Committee
Lawrence H.S. Dollars for Scholars
CSF of Mahwah
Dollars for Scholars of Northern
New Jersey
Pennsauken High School Foundation
Citizens' Schol. Comm. of Pitman, Inc.
The Don Smith Memorial Schol. Fund
(Port Republic)
South Plainfield Vision 2001 Education
Fdn., Inc.

NEW YORK

ACORNS-Alexander Community
Organization for Renewable and New
Scholarships

CSF of Altmar-Parish-Williamstown

CSF of Andes School Support Org.

Argyle Community Schol. Committee

Doillars for Scholars of Baldwin, NY, inc.

Beaver River Scholarship Fdn., Inc.

Belleville-Henderson Dollars for Scholars

Belmont Rotary Dollars for Scholars

Brothertown Scholarship Fund

(Waterville)

Cairo-Durham Dollars for Scholars

Canaseraga Citizens' Scholarship Fdn.

CSF of Canastota School District

Charlotte Valley Central School Dollars
for Scholars

Chenango Forks Scholarship Foundation

CSF of Chittenango Central School

CSF of Clinton

Clyde-Savannah Dollars for Scholars

Colesville Dollars for Scholars
(Harpursville)

Dollars for Scholars of Commack

Corinth Dollars for Scholars Fdn.

CSF of Corona-East Elmhurst

Deposit Educ. Endowment Program, Inc.

DeRuyter Dollars for Scholars

Dollars for Scholars of Dover UFSD
(Dover Plains)

Dundee Dollars for Scholars

East Greenbush Education Fdn.

East Harlem Dollars for Scholars
(New York City)

Fairport Dollars for Scholars

Freeport Dollars for Scholars

Gananda Dollars for Scholars
(Walworth)

CSF of Gilboa

Greenville Ctrl. Sch. Dist. Dollars for
Scholars

Hadley-Luzemne Schol. Fund, Inc. (Lake
Luzeme)

Hannibal Dollars for Scholars

Herkimer BOCES Dollars for Scholars

CSF of Island Trees (Levittown)




Johnsburg Dollars for Scholars

CSF of Jordan-Elbridge

Scholarship Assoc. of Lake George

Leuze-Reardon-Belloff Schol. Committee
(Adams)

CSF of Liverpool

Madison Central Dollars for Scholars

CSF of Margaretville Central School

Marion Dollars for Scholars

Dollars for Scholars of Medina

CSF of Mexico, New Haven, Palermo

Minerva Chapter of Dollars for Scholars
(Olmsteadvilie)

The Nanuet Rotary Schol. Fdn., Inc.

CSF of New Berlin

Northern New York Community Fdn.
Dollars for Scholars (Watertown)

CSF of No. Syracuse Central School Dist.

North Warren Dollars for Scholars

Nyack Rotary Scholarship Fund

Oneonta Dollars for Scholars

Onondaga Central Schools Ed. Fdn. Bd.

Ontario/Walworth Dollars for Scholars

Owego Apalachin Dollars for Scholars

Oxford Academy and Central School

District Dollars for Scholars

Palmyra-Macedon Central School Dist.

Penfield Scholarship Association

Penn Yan Dollars for Scholars

CSF of Phoenix School District

CSF of Port Byron School District

Queensbury Dollars for Scholars

Red Jacket Schol. Committee
(Shortsville)

CSF of Rhinebeck

CSF of Rome

CSF of Roxbury

CSF of Sandy Creek Central School Dist.

Schuylerville Comm. Schol. Committee

CSF of Seaford

CSF of Sidney

South Kortright CSF

Southern Cayuga Scholarship Foundation

CSF of Stamford

SUNY Plattsburgh Upward Bound
Dollars for Scholars

Sweet Home Central School Dist.

Taconic Hills Community Schol. Fdn.

Unatego Dollars for Scholars (Otego)

Union-Endicott Dollars for Scholars Fdn.

Utica Dollars for Scholars

CSF of Vernon-Verona-Sherrill

Vestal Dollars for Scholars

Victor Scholarship Program

Voorheesville Dollars for Scholars

Walton Dollars for Scholars

CSF of Wantagh

Warrensburg Scholarship Assoc., Inc.

Williamson Dollars for Scholars

NORTH CAROLINA
Gaston County Dollars for Scholars

NORTH DAKOTA

Aneta, Kloten, McVille, Pekin, Tolna
Area Dollars for Scholars

Argusville, Gardner, Grandin Area
Dollars for Scholars

Arthur/Hunter Dollars for Scholars

Beach, Golva, Medora & Sentinel Butte
Area Dollars for Scholars

Belfield Area Dollars for Scholars

Beulah Area Doilars tor Scholars

Bowman Area Dollars for Scholars

Buffalo, Fingal, Tower City Area
Dollars for Scholars

Cavalier Area Dollars for Scholars

Center Area Dollars for Scholars

Central Cass Dollars for Scholars

Dickinson Area Dollars for Scholars

Divide County Area Dollars for Scholars

Edgeley Dollars for Scholars

Elgin/New Leipzig Area Dollars for
Scholars

Ellendale Area Dollars for Scholars

Enderlin Area Dollars for Scholars

Fargo Area Dollars for Scholars

Garrison Dollars for Scholars

Glen Ullin Area Dollars for Scholars

Glenbum Area Dollars for Scholars Fdn.

CSF of Grand Forks-E. Grand Forks

Halliday Area Dollars for Scholars

Hankinson Dollars for Scholars

Hatton Area Dollars for Scholars

Hazelton-Moffit-Braddock Area Dollars
for Scholars

Hazen Area Dollars for Scholars

Hebron Area Dollars for Scholars

Hillsboro Scholarship Fdn.

Kidder County Area Dollars for Scholars

Killdeer Area Dollars for Scholars

Kindred Area Dollars for Scholars

Lakota Michigan Unity Area Dollars for
Scholars

LHS Club/Dollars for Scholars
(LaMoure)

Lisbon Dollars for Scholars

Mayville Portland Clifford Galesburg
Area Dollars for Scholars

Minot Area Dollars for Scholars

Mott Area Dollars for Scholars

New Salem-Almont Area Dollars for
Scholars

New Town Area Dollars for Scholars

Northwood Area Dollars for Scholars

Page Area Dollars for Scholars

Regent Area Dollars for Scholars

Tioga Area Dollars for Scholars

Wahpeton Dollars for Scholars

Washburn Area Dollars for Scholars

Watford City Area Dollars for Scholars
West Fargo Dollars for Scholars
Wishek Area Dollars for Scholars
Wyndmere Area Dollars for Scholars

OHIO

CSF of Bath Local School District
CSF of Coshocton County

CSF of Delaware County

CSF of East Clinton

CSF of Greenville

CSF of Guernsey County

Lake Academic Booster Club
CSF of Medina

CSF of Newcomerstown

CSF of Norwalk

CSF of Oberlin

CSF of Springfield/Holland
Tri-State Area CSF (E. Liverpool)
CSF of Troy

CSF of Wapakoneta

Withrow Dollars for Scholars

OREGON

Bobcat Fdn./Dollars for Scholars (Union)

Cleveland H.S. Dollars for Scholars Fdn.

Condon Dollars for Scholars Fdn.

Days Creek Dollars for Scholars Fdn.

Gaston Dollars for Scholars Fdn.

Harney County Dollars for Scholars

Harrisburg Dollars for Scholars Fdn.

Henley Dollars for Scholars

McKenzie Dollars for Scholars Fdn.

North Clackamas Education Fdn.

RR2000 Scholarship Fdn. (Portland)

South Morrow County Schol. Trust

South Umpqua Valley Dollars for
Scholars (Myrtle Creek)

PENNSYLVANIA

Beaver-Leeds Dollars for Scholars
(Philadelphia)

Berks County Community Fdn.,, Inc.

Community Scholarship Foundation of
Canon-McMuillan (Cannonsburg)

Dallastown Area Dollars for Scholars

CSF of Lancaster County

Northeastern School Dist. Schol. Fdn.
(Manchester)

Spring Grove Area Schol. Fdn.

West York Area Dollars for Scholars
(York)

York City Dollars for Scholars

RHODE ISLAND

Access to Opportunity Dollars for
Scholars (Warwick)

CSF of Barrington

CSF of Cranston

CSF of East Providence



EWG Kids Doillars for Scholars (Exeter)

Latino Dollars for Scholars of Rhode
Island Foundation (Greater Providence)

CSF of Little Compton

CSF of Middletown

CSF of North Providence

CSF of Portsmouth

CSF of Scituate

SOUTH CAROLINA

Laurens County Education Enrichment
Fund

CSF of North Charleston

SOUTH DAKOTA
Arlington Dollars for Scholars

TEXAS
El Campo Academic Booster Club
Wharton Academic Booster Club

VERMONT

Addison County Education Council

CSF of Bennington

Twinfield Scholarship Committee

Upward Bound Dollars for Scholars
(Lyndonville)

Winooski Dollars for Scholars Fdn.

VIRGINIA
Oakton Dollars for Scholars
CSF of Shenandoah County

WASHINGTON

CSF of Adna

African American Dollars for Scholars
Foundation (Seattle)

Bellingham Comm. Dollars for Scholars

Bethel Educational Scholarship Team
(Spanaway)

Blaine Scholarship Foundation

Centralia H.S. Dollars for Scholars Fdn.

Chewelah Scholarship Fdn.

Cusick Dollars for Scholars Fdn.

Eatonville Dollars for Scholars Fdn.

Entiat Dollars for Scholars Fdn.

Evergreen Scholarship Fdn.

Fife High School Scholarship Fdn.

Grandview Dollars for Scholars Fdn.

Joyce Community Scholarship Fdn.

Kettle Falls School Dist. Schol. Program

La Conner Community Scholarship Fdn.

LaCenter Community Scholarship Fdn.

McCleary Scholarship Fund

Mercer Island Comm. Schol. Program

Mount Baker Scholarship Fdn. (Deming)

Neah Bay Dollars for Scholars Fdn.

Northport Dollars for Scholars

Omak Dollars for Scholars Fdn.

Orondo Dollars for Scholars Fdn.

Oroville Dollars for Scholars Fdn.

Orting Alumni Schol. Fdn.

Pateros School Dollars for Scholars Fdn.

P.A.EF. Alumni Association/Dollars for

Scholars (Port Angeles)

Puyallup Schools Fdn.

Rochester Scholarship Association

St. John-Endicott Cooperative Schools
Fdn. Dollars for Scholars Program

Selkirk Dollars for Scholars (Tone)

Steilacoom Historical Education Fdn.

Student Educational Equity Dollars for
Scholars Fdn. (Tacoma)

Tenino Dollars for Scholars Fdn.

Toppenish-Wapato Dollars for Scholars

United Snoqualmie Valley Schol. Fdn.

Vashon Community Scholarship
Foundation

West Valley Dollars for Scholars Fdn.

Yelm Dollars for Scholars

WEST VIRGINIA

CSF of Beckley

CSF of New Martinsville
CSF of Shady Spring District
CSF of Trap Hill-Liberty

WISCONSIN
Bangor Scholarship Foundation
Beaver Dam Scholarship Foundation, Inc.
Cashton H.S. Scholarship Foundation
Clayton Community Dollars for Scholars
CSF of Clear Lake
Ellsworth Area Dollars for Scholars
CSF of Florence County
CSF of Frederic
Grantsburg Community Scholarship Fdn.
Highland Area Dollars for Scholars
Menomonie Area Public Schools
Foundation, Inc.
Niagara Area CSF
Oconto Falls Dollars for Scholars
CSF of Rhinelander
Sauk Prairie Fdn. for Acad. Excellence
Shawano Dollars for Scholars
Somerset Memorial Scholarship
Fund, Inc.
St. Croix Falls District Scholarship Fdn.
Unity Educational Scholarship Fdn., Inc.
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A letter from the president

CITIZENS'
SCHOLARSHIP An Update from CSFA President
FOUNDATION William C. Nelsen
of AMERICA September, 1997

Dollars for Scholars®
Scholarship Management Services™
ScholarShop®

College Costs and Student Aid

Dear Friend of CSFA:

As students enter colleges this fall millions of them, and their families, are feeling the financial
burdens of paying for higher education. The average cost of a four-year degree is approximate-
ly $25,000 at public institutions and $70,000 at private colleges and universities. These costs
have risen rapidly in the past two decades. Between 1981 and 1995 college tuition increased over
200%.

Citizens' Scholarship Foundation of America (CSFA), the nation’s largest private sector scholar-
ship and educational support organization, continues to work hard with our constituents—cor-
porate scholarship sponsors, Dollars for Scholars community volunteers, organizational part-
ners, individual donors and others—to help offset these rising college costs through scholarship
dollars. But increasingly CSFA’s constituents worry about several critical questions: Do our
scholarships make any difference in the face of these rising costs? In fact, does providing more
student financial aid actually encourage colleges to raise their prices even more? Are colleges
doing their part to keep costs down? Is government playing its proper role as well?

The straightforward answer to these questions in one sentence is: Colleges, government, and
the private sector must each do their part in an active partnership to make college accessible
to America’s students. Moreover, CSFA and its constituents are in a unique position to encour-
age each member of this partnership to play its proper role.

Colleges can and should do more to hold down costs. As a former college president, I under-
stand the pressures that college administrators and boards face to continually increase faculty
salaries, add to library holdings, provide more technological improvements, and improve the
student residential and social environment. Meeting government regulations in connection with
federal aid programs have often added to college costs. And many colleges have perceived that
they need to “be all things” to all students to meet enroliment goals. Fortunately, many colleges
are beginning to tackle the cost issue by refocusing on their central educational missions and on
delivering the best educational value. And while there is no evidence to indicate that increases
in available student aid automatically produce increases in tuition, private sector scholarship
providers will be watching higher educational institutions closely, because they want the schol-

1505 Riverview Road, P.O. Box 297, St. Peter, Minnesota, 56082, 507-931-1682



arship dollars they are providing-whether through community fund-raising efforts or from cor-
porate programs—to be used efficiently and effectively.

Government entities—including Congress, the President, and state legislatures-are- showing new
signs of responsiveness to student financial need. Pell grants for low-income students will like-
ly be increased and the new tuition tax credits and income tax deductions for higher education
expenses will help middle class families. And new state programs, like the Georgia Hope
Scholarship Program, are providing valuable new assistance.

But the American public must not be lulled into thinking that our nation’s student aid problems
are solved. Costs will continue to rise, student aid family debt burdens will continue to grow,
and government alone cannot solve the problem. The private sector role must continue to
increase, not decrease. And, indeed, the private sector will be motivated to do even more when
evidence is strong that colleges and government are doing their parts.

This past fiscal year (ending June 30, 1997), CSFA continued to give leadership to enlarging pri-
vate sector aid. Our overall scholarship distribution increased over 20%, from $49 million to
almost $60 million. Our three major programs continued to grow and strengthen. Scholarship
Management Services added 79 new clients to their roster of corporate, foundation, and organi-
zational sponsors, now totaling over 630. Dollars for Scholars continued to pursue the vision of
mobilizing local community scholarship foundations throughout the nation by moving toward
established state and regional Dollars for Scholars organizations in New England, Georgia,
Southern California, Washington, Minnesota, Iowa, and Indiana. Other states will follow where
interest, opportunity, and financial support appears strong. ScholarShop, CSFA’s newest pro-
gram that focuses on motivating and preparing junior and senior high youth for postsecondary
education, spread to 30 sites in 12 states.

As a result of recent strategic planning CSFA made firm pledges to the Presidents” Summit on
America’s Future to reach a level of providing annually over $111 million to more than 111,000
students by the year 2000. We will seek to challenge, motivate, and encourage students in other
ways as well. We have pledged to triple the number of students receiving mentoring and acad-
emic support programs through our Dollars for Scholars and ScholarShop community-based
programs. And we will increase by 33% (from 30,000 to 40,000) the number of citizen volunteers
engaged in helping youth directly through all of our programs.

As we at CSFA continue to work hard to expand private sector financial aid for students, we
intend to speak assertively on behalf of our growing constituency and to do all we can to make

sure that all parties in the financial aid partnership are carrying their load. Indeed, our con-
stituents will expect us to do so!

Sincerely,
William C. Nelsen
President
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" CITIZENS' SCHOLARSHIP
FOUNDATION of AMERICA

Dollars for Scholars® -- Scholarship Management Services™ -- ScholarShop®

THE COMMUNITY SCHOLARSHIP MOBILIZATION PROGRAM
Statement for the House Committee on Education and
the Workforce in Connection with the

Reauthorization of the Higher Education Act

Citizens' Scholarship Foundation of America, Inc.

This statement is submitted on behalf of the Board, staff, volunteers, and clients of Citizens'
Scholarship Foundation of America, the largest scholarship and educational support organization
in America. CSFA through its community-based Dollars for Scholars® program, is our pation’s
largest volunteer-supported scholarship organization. Over 30,000 volunteers in almo???c apters
are actively assisting their local youth to obtain the benefits of postsecondary education. CSFA
through its Scholarship Management Services™, with over 630 clients, is the largest
administrator of scholarship programs sponsored by corporations, foundations, associations, and
individuals. CSFA’s newest program, ScholarShop, challenges and assists young people,
especially in disadvantaged communities, to prepare for postsecondary education.

Last year CSFA sent scholarship funding to over 2,300 colleges, universities, and vocational
schools throughout the United States. The organization’s national headquarters is in Minnesota
and we currently have regional offices in Massachusetts, Connecticut, Washington, DC, Georgia,
Indiana, Minnesota, Texas, Washington State, and California. Since its beginning in 1961,
CSFA has distributed over $350 million to more than 300,000 students to help them pursue their
higher educational goals.

Building a Public-Private Partnership

CSFA is strongly supportive of the Pell grant and federally-supported loan programs that have
assisted students in recent decades. CSFA also urges Congress to support the new proposals for
tax credits and tax deductions to assist families to better afford postsecondary education.

Yet, political leaders, educators, and citizens increasingly are recognizing the limitations of
government. Therefore, at CSFA we believe strongly that the future financing of postsecondary
education will require a partnership effort—a partnership among students, parents, state and
federal governments, colleges and universities, and private-sector organizations and businesses.
Yet, for this partnership to work each of the partners must perceive and fully assume a
meaningful, lasting, committed sense of responsibility for the future success or failure of our
American educational system, including the financing of postsecondary education.

Fundamentally our problem is not financial, but attitudinal. This nation has the resources
necessary to educate very well our citizenry and workforce for the future. But we must inform,
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influence, and lead the American people to make sure that all members of the financial aid
partnership do their share. And government policy can play a powerful role in this process.

Given the current severe financial stresses on government, families, and educational institutions,
we must ask, where can new sources of aid in this partnership be found? One source that is too
often overlooked and underestimated is the private sector. In this statement we set forth specific
recommendations showing how government policy and legislative action can produce significant
amounts of heretofore untapped financial assistance from the private sector, especially from local
communities.

Building Community Support for Student Aid

One of the most exciting, rapidly-expanding volunteer movements taking place today in
education is the development of community-based scholarship organizations. Through these
organizations local residents come together in a systematic way to raise scholarship funds for
their local students. This basic old American idea of “neighbor helping neighbor” remains a
tremendous untapped resource for providing both scholarship dollars and personal
encouragement for helping students pursue postsecondary education.

In a few instances local community-wide scholarship organizations are created entirely on their
own. Or a community may already have a few individual scholarship programs sponsored by
local service clubs. We are learning, however, that organized community-wide scholarship
foundations do not_develop spontaneously. Outside assistance and encouragement are almost
always necessary.

A unique effort designed to create, develop, and sustain community scholarship foundations is
the national Dollars for Scholars program. This CSFA program, founded by Dr. Irving Fradkin
of Fall River, Massachusetts in the late 1950s, now has almost 770 affiliated chapters in 40
states. In local communities CSFA staff members work closely with high school officials,
Chamber of Commerce representatives, service clubs, neighborhood groups, and other volunteer
leaders to help form an initial steering committee. If the community leaders say “go” a formal
scholarship foundation is organized with automatic nonprofit tax-exempt status granted by the
IRS through affiliation with CSFA. Further support is provided for chapter organization,
publicity, fund raising, academic support activities, and scholarship distribution.

Dollars for Scholars foundations can be organized in virtually any type of community, large or
small, urban or rural, with impressive results. Two factors are crucial in making this community
scholarship foundation movement grow rapidly: (1) the presence of a well-trained area director
in a state or region to motivate and assist local volunteers; and (2) the availability of challenge or
incentive grants to encourage chapter formation and stimulate initial fund raising. For example,

challenge grants from the Lilly Endowment helped to encourage over 50 communities in Indiana
to join the Dollars for Scholars program in two years and since then that number has doubled! In
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" CITIZENS' SCHOLARSHIP
FOUNDATION of AMERICA
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Washington a state-funded challenge grant program has led to the creation of over 39 Dollars for
Scholars chapters in the last few years!

The Dollars for Scholars program is a potentially powerful force for providing new financial
assistance for students. It is—just as importantly—a highly effective means of raising
educational expectations and improving educational achievement. Why? Five compelling
reasons emerge from the experiences of communities already actively involved in the program.

1. The Dollars for Scholars program is a local program run by local people for their local
students.

The Dollars for Scholars program fosters a real sense of accountability among students.
The Dollars for Scholars program is a highly visible, tangible program.

The Dollars for Scholars program is a way for a community to empower itself to act.

The Dollars for Scholars program can change the educational atmosphere of a community
when local volunteers work hard to raise funds and set up personal academic support
activities.

N

The Community Scholarship Mobilization Program

Can government play a role in helping to foster this national grass-roots citizens’ movement for
education? The answer is definitely, yes.

We propose that the Reauthorization of the Higher Education Act include a unique and highly
cost-effective, “Community Scholarship Mobilization Program,” that will mobilize hundreds of
communities to challenge and motivate local students and provide them with scholarship
assistance to pursue postsecondary education. Specifically proposed is a provision that will give
the Secretary of Education the authority to award $25 million to a national scholarship and

educational support organization to be used as follows: 00 g Lo Po- ) Q\(/ -he
. w - | (\«s-(, +

L $20 million to endow ten state or regional service organizations that will in turn create ), ¢
hundreds of new community-based, volunteer-operated scholarship foundations. Q” N

o $4 million to provide an endowment whose interest income will be used to provide ©*°™~

scholarships for students, matched by funds raised by “local affiliated scholarship
chapters.”

. $1 million to be used for implementing the ten new state/regional service organizations,
including the recruitment and training of thousands of citizen volunteers.

The majority of new scholarship chapters supported by this one-time federal endowment
program must be established in geographic areas with a high percentage of low-income students
(low-income defined as Pell-grant eligible students).



Why should Congress authorize and fund this unique

community empowerment opportunity?

o Interest earned on the one-time investment of $20 million will support approximately ten
ongoing program service centers that will start and support community scholarship
foundations. Interest from the additional $4 million investment will provide matching
grants to help start community scholarship foundations in these same geographic areas.

° Based on the Dollars for Scholars’ track record, this one-time investment will produce
1,000 new community scholarship foundations in ten years; approximately $100 million
in new private scholarship funding over the next decade; over 30,000 community-based
volunteers encouraging and supporting their local students; and over 100,000 new local
community donors providing scholarship funding to support over 100,000 students.

o These estimates are based on the experience Dollars for Scholars has had in starting new
chapters in states like Indiana, Washington, and Southern California. Where regional
offices have been established, this extra effort needed to mobilize and assist volunteers
has been highly successful in starting new chapters and generating the grassroots support
needed to award a significant number of scholarships to young people in that state.

o Beyond financial assistance, community-based foundations like Dollars for Scholars help
motivate young people—and increase academic expectations and achievement levels—
through the critical links they establish between donors and recipients of scholarships
through tutoring, mentoring, and other academic support programs they offer young
people in their communities.

o Instead of another traditional federal program that may encourage dependency on the
national government, the Community Scholarship Mobilization Program creates
permanent regional centers to help establish citizen-based, community-run foundations.
These foundations, in turn, challenge local citizens, businesses, and others to significantly
expand private sector support for scholarships and other forms of educational assistance.

Conclusion

When government and the private sector work together in proper ways, the human and financial
resources of this nation can be rallied to meet our postsecondary education needs of the future.
And government can undertake the leadership role that produces not only financial results but
also attitudinal change.

Government must continue to assume its responsibility through strong support of Pell Grants,
loans, and other programs. But government can also set the tone for others in the financial aid
partnership. If the fundamental message perceived by the public is “Government will take care
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of our postsecondary education financing problems,” then the “can-do” spirit of the American
people will be weakened. But if the message is, “We understand the power and goodness of you,
the American people. We will do our share, but we challenge you to assume your responsibility
as well,” then people will respond with energy, resolve and financial support.

Long ago the French author Alevis de Tocqueville observed that the real strength of America was
best demonstrated by the way in which we came together in our communities to solve problems.
Too often we overlook that great American tradition. We urge the Committee to recommend this
program that reinvigorates that tradition and helps to build a national citizens’ movement for the
support of our students.

Respectfully Submitted by:

Dr. William C. Nelsen, President
Citizens' Scholarship Foundation of America, Inc.
March 6, 1997



COMMUNITY SCHOLARSHIP MOBILIZATION ACT

SEC. 1. SHORT TITLE.

This part may be cited as the ‘Community Scholarship Mobilization Act.’

SEC. 2. FINDINGS.
The Congress finds that --

(1) the local community, when properly organized and challenged, is one of the best
sources of academic support, motivation toward achievement, and financial resources for
aspiring postsecondary students;

(2) local communities, working to complement or augment services currently being
offered by area schools and colleges, can raise the educational expectations and increase the rate
of postsecondary attendance of their youth by forming locally-based organizations that provide
both academic support (including guidance, counseling, mentoring, tutoring, encouragement, and
recognition) and tangible, locally raised, effectively targeted, publicly recognized financial
assistance;

(3) proven methods of stimulating these community efforts can be promoted through
Federal support for the establishment of state or regional program centers to organize and
challenge community efforts to deVelop educational incentives and supp;ort for local students;
and

(4) using Federal funds to leverage private contributions to help students from low- and
moderate-income families attain educational and career goals is an efficient and effective

investment of scarce taxpayer-provided resources.

" SEC. 3. DEFINITIONS

A

As used in this part:



(1) STATE OR REGIONAL PROGRAM CENTER -- The term ‘state or regional center’
means an organization that -- |

(A) is a division of, responsible to, and overseen by, the national organization; and

(B) is staffed by professionals trained to create, develop, and sustain local affiliated
chapters in towns, cities, and neighborhoods.

(2) LOCAL AFFILIATED CHAPTER .-- The term °‘local affiliated chapter’ means an
organization that --

(A) is a nonprofit organization that is described in section 501(c)(3) of the Internal
Revenue Code of 1986, and exempt from taxation under section 501(a) of such Code (or shall
meet this criteria through affiliation with the national organization described in paragraph (3));

(B) is formed for the purpose of providing educational scholérships and academic support
for residents of the local community served by such organization;

(C) solicits broad-based community support in its academic support and fund-raising
activities;

(D) is broadly representative of the local community in the structures of its volunteer-
operated organization and has é board of directors that includes leaders from local neighborhood
organizations and neighborhood residents, such as school or college personnel, pérents, students,
community agency representatives, retirees, and represent;uives of the business community;

- (E) awards scholarships without regard to age, sex, marital status, race, creed, color,
religion, national origin or disability; and

(F) gives special attention to awarding scholarships to deserving students from low- and

moderate-income families in the local community.
't



(3) NATIONAL ORGANIZATION -- The term ‘national organization’ means an
organization that --

(A) has the capacity to create, develop and sustain local affiliated chapters and affiliated
state or regional divisions;

(B) has the capacity to sustain newly created local affiliated chapters in towns, cities, and
neighborhoods through ongoing training support programs;

(C) is described in section 501(c)(3) of the Internal Revenue Code of 1986, and exempt
from taxation under section 501(a) of such CODE;

(D) is a publicly supported organization within the meaning of section 170(b)(1)(A)(vi)
of such Code;

(E) ensures that each of its local afﬁliated chapters meet the criteria described in
subparagraphs (C) and (D); and

(F) has a program for or experience in cooperating with secondary and postsecondary
institutions in carrying out its scholarship and academic support activities.

(4) HIGH-NEED AREA -- The term ‘high-need area’ means a community with a higher
percentage of children from low- and moderate-income families than the national average of such
percentage and a lower percentaée ofl children pursuing postsecondax"y education than the
national average of such percentage. |

(5) STUDENTS FROM LOW- AND MODERATE-INCOME FAMILIES -- The term
‘students from low- and moderate-income families’ means students determined, pursuant to parf
F of title IV of the Higher Educz;tion Act of 1965, to be eligible for a Federal Pell Grant under
subpart 1 of part A of title IV of such Act.

SEC. 4. PURPOSE, ENDOWMENT GRANT AUTHORITY.



(A) PURPOSE -- It is the purpose of this part to establish and support state or regional
program centefs to enable such centers to foster the development of local affiliated chapters in
high-need areas that promote higher education goals for students from low- and moderate-
income families by --

(1) providing academic support, including guidance, counseling, mentoring, tutoring, and
recognition; and

(2) providing scholarship assistance for the pursuit of postsecondary education.

(B) ENDOWMENT GRANT AUTHORITY -- From the funds appropriated pursuant to
the authority of section 6, the Secretary shall award an endowment grant, on a competitive basis,
to a national organization to enable such organization to supbort the establishment or ongoing
work of area program centers that foster the development of local é.fﬁliated chapters primarily in
high-need areas to improve high school graduation rates and postsecondary attendance through
the provision of academic support services and scholarship assistance for the pursuit of
postsecondary education.

SEC. 5. GRANT AGREEMENT AND REQUIREMENTS.

(A) IN GENERAL -- The Secretary shali award the endowment grant described in section
4(B) pursuant to an agreement between the Secretary and the national organization. Such
agreement shall --

(1) require the national organization to establish an endowment fund in the amount of the
grant, the corpus of which shall remain intact and the interest income from which shall be used to
support the activities described in paragraphs (2) and (3);

(2? require the national organization to use 80 percent of the interest income from the

endowment fund in any fiscal year to support the establishment or ongoing work of state or



reéiohal program centers to enable such centers to work with local communities to establish local
affiliated chapters primarily in high-need areas and provide ongoing technical assistance, training
workshops, and other activities to help ensure the ongoing success of the local affiliated chapters;

(3) require the national organization to use at least 15 percent of the interest income from
the endowment fund in any fiscal year to provide scholarships for students from low- to
moderate-income families, which scholarships shall be matched on a dollar-for-dollar basis from
funds raised by the local affiliated chapters and to use no more than 5 percent for implementation
of this program in designated states or regions;

(4) require the state or regional program centers supported by the national organization to
establish a majority of the local affiliated chapters in high-need areas;

(5) require the national organization to submit, in each fiscal year in which such
organization uses the interest from the endowment fund for a period of ten years, a report to the
Secretary that contains --

(A) a description of the programs and activities supported by the interest on the
endowment fund;

(B) the audited ﬁnancial statement of the national organization for the preceding fiscal
year; (C) a plan for the programs and activities to be supported from the interest on the
endowment fund during the five succeeding fiscal years; |

(D) an evaluation of the programs and activities supported by the interest on the
endowment fund as the Secretary may require; and

(E) data indicating the number of studen.ts from low- and moderate-income families who

received scholarships from local affiliated chapters, and the amounts of such scholarships;



| (6) contain such assurances as the Secretary may require with respect to the management
and operation of the endowment fund;

(7) contain an assurance that if the Secretary determines that such organization is not in
substantial compliance with the provisions of this part, then the national organization shall pay to
the Secretary an amount equal to the corpus of the endowment fund plus any accrued interest on
such fund that is available to the national organization on the date of such determination.

(B) RETURNED FUNDS -- All funds returned to the Secretary pursuant to subsection
(A) (7) shall be availéble to the Secretary to carry out any scholarship or grant program assisted
under title IV of the Higher Education Act of 1965.

SEC. 6. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated $25,000,000 to carry out this part.



COMMUNITY SCHOLARSHIP MOBILIZATION ACT
Questions Frequently Asked
1. What is the fundamental purpose of the Community Scholarship Mobilization Act?

America's educational, business, and government leaders are increasingly alarmed by high dropout rates, lagging
educational achievement levels, inadequate college attendance rates, and the insufficient skill levels of our nations
work force. America's students must be properly challenged and encouraged to reach higher educational
achievement levels, and they must have adequate financial support to pursue successfully post-secondary
educational opportunities. The local community, properly organized, trained, and motivated is one of the best
resources for providing support to students. The Community School Partnership Act will make possible the
mobilization of Americans in thousands of communities in support of their local students.

2. What are Local Affiliated Chapters?

Local Affiliated Chapters are autonomous 501(c)(3) organizations, affiliated with the National
Organization that is awarded the endowment grant. They have their own local board of directors composed of
volunteers from the local community. These chapters raise money at the local level in order to distribute
scholarships to local students, in addition to giving encouragement and backing to these students through academic
support activities and the visible commitment of significant numbers of people to education.

3. Haven't previous federal elementarv, secondary, and higher education acts met the needs outlined above
for motivating students and funding their education?

Most educational analysts agree that major needs remain. For example, despite many positive results from the
recent Higher Education Authorization Act, students and families have become more and more dependent on loans
to finance post-secondary education. New sources of scholarship funds must be found to encourage and assist
students to pursue post-secondary education. The local community provides a largely untapped resource for
significantly greater financial aid for students. Moreover, the local community (including local neighborhoods in
inner-city areas) produces the personal support, motivation, and challenge that can more directly impact student
decisions and achievement at all educational levels.

4. What is the kev element in creating Local Affiliated Chapters?

Extremely important is the role of the Area Director, a kind of “Johnny Appleseed” or "Circuit Rider” who can
move from community to community presenting the program, assisting local community leaders, training
volunteers, and providing ongoing support services. CSFA's 30 years of experience in creating Dollars for
Scholars community scholarship foundations have affirmed the crucial role of this individual. The Area Program
Center would be operated and managed by this individual.

3. What funding is required to establish and endow the program operations and services of an Area Program

Center?

Based on CSFA's Dollars for Scholars operation, this is a highly cost-effective means of rallying the resources of
the private sector to provide significant new resources for students. An area operation serving up to 150 chapters
costs only $70,000 to $80,000 annually. Thus, this area program operation (consisting of an Area Director, office
and secretarial services, travel and training programs) can be endowed for approximately $1.5 million. The
legislation calls for the proceeds from an additional $500,000 to be used for matching grants to communities.

6. Why should the federal government consider such an allocation in light of the federal budget problems?

This approach to government funding is different. The bill calls for a one-time allocation of $25 million. The
government will not be required to put more and more money into the program every year, as is too often the case



with similar programs. Yet this one-time allocation will return $100 million over the next decade (based on track
record of CSFA) in new scholarship support for students. In addition, millions of Americans will be mobilized as
strong supporters of educational achievement in their local communities. This type of government action - Federal
dollars used to challenge and organize significant new private sector support - will in the long run help alleviate
the deficit problem, not add to it.

7. Won't the federal government need to continue to spend money gverseeing the program?

As with other endowment programs the federal government has supported, the Education Department will need to
formally monitor the use of funding and the program's growth for a limited time ( a period of three to five years
has been suggested). After this initial period, regular federal monitoring will be unnecessary. Of course, the
records of the organization would always be available for spot monitoring. The program is based on 30 years of
successful experiences and is designed to rally private sector resources, while not adding to federal staffing and
office requirements.

8. Don't manv communities alreadv provide scholarships for local students?

Communities often providé a very limited number of scholarships usually sponsored by local service cubs or other
organizations, Normally these are small in number and size. This program will provide opportunities for
increasing their visibility, yet adding significantly more scholarships through organized community-wide fund
raising. :

9, Can this program work in low-income communities?

Yes. CSFA has already organized effective Dollars for Scholars chapters in low-income urban and rural
communities. Residents are trained in organization, fund raising, and academic support activities. Money comes
from the residents themselves and from donors who respond to effective fund-raising events and programs. The
Dollars for Scholars program is as much a community empowerment program as a scholarship program.

10. Why shouldn't the federal government give the $25 million directly to communities for scholarships?

This action would represent a poor investment of federal resources. This method would benefit some students
immediately but the money would quickly be gone. Allocating $25 million through the endowment of the
Community Scholarship Mobilization service operations will produce thousands of new and permanent scholarship
foundations and will allow this original money to be multiplied 10 to 20 fold in new scholarship funding in the
first decade alone. -

11. Why should this federal funding be earmarked for CSFA?

This bill does not earmark funding for CSFA. The organization will have to compete for the funds and the
Secretary will make the determination as to who is awarded the endowment grant.

12. CSFA's Dollars for Scholars program has grown rapidly in recent years. Can't this program automatically
keep growing?

CSFA currently has over 750 Dollars for Scholars chapters and is creating one new Dollars for Scholars
community scholarship foundation every four days. That growth is impressive until one realizes that our nation
has over 16,000 school districts (and the larger districts require not one but several or many chapters). Moreover,
CSFA can no longer create, develop, and sustain larger numbers of new Dollars for Scholars chapters without
significant new, ongoing financial resources. The Community School Partnership Act provides a means of "jump
starting" the mobilization of Americans in communities throughout all fifty states - expanding this effective, well-
tested program rapidly, while ensuring a permanent base for ongoing service to all the new chapters.



13. Can't CSFA simply raise this $25 million in the private sector?

CSFA has launched a National Campaign that is ‘seeking to raise considerable funds from the private sector as
well. But few private sector sources have the capability of providing $10 million in endowment funding in a
relatively short period of time. In the years to come CSFA will be able to broaden its constituency nationally as the
Dollars for Scholars program takes hold in more states and communities and endowment funding will be more
likely attainable. But our nation cannot afford to miss reaching several generations of needy and deserving
student s in the meantime! Now is the time to make sure that this effective program begins to impact nationally
our country's educational needs and goals.

8/19/97
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September 12, 1997

Bruce Reed

Assistant to the President for Domestrc Policy @

The White House _

Washington, DC 20500 w
: P

Dear Bruce' - z% '

I dm, wrrt‘ing to request an appomtment for D Pre'srdént'éf'On"lzens
W‘/J SchoIarshrp Foﬁndatroh of America, Irving Fradkrﬁ"'F ounder ot CSFAj and. myself The
trme'frame ‘that’wic rks ‘best fot us is October 6,7,0r8. CSFAisa ‘non-profit education

KKZ) l\ assrsté{nce foun ahdn hsﬂquanﬂ:ed_mMnnﬂsota and has a natron-wrde presence

.
fed .|.- el

.The purpose of the meeting is as foIIows

o ' Brief you on recent activities of CSFA especially the(kpansionof the Dollars for
Scholars© movement where communities are organized to provide academic support
activities and raise money for scholarships; and CSFA's newest program,
where secondary school students are encouraged to set goals that include staying in
school and planning for postsecondary education.

¢ Discuss the@nmunity Scholarship Mobilization ADan initiative that we are
attemptmg to have included in the Higher Education Act reauthorization. This Act
would encourage and organize communities to raise funds for scholarshi JS

o1 wrll follow up wrth your office to'see if a time can be arranged.: I can be reached
at 703- 284 5818 - Thank you for your consrderatlon

Sincergly,
Steven Kingsley
Washington Representative, CSFA

P.S. Bruce, you may recall that we worked together several years ago when I was AA to

Rep. Tim Penny and you were with the DLC. Since Tim left Congress, I have been in
town working with CSFA and other education interests. Hope we can work out a time.

| 'd : B618SV8ZEDL DLW J34 SON WOdd Wdi@:€ LBBl-Cl-6



America's Promise-Commitments http://www.americaspromise.org/proactive/documents/19970421079.vtml
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Citizens" Scholarship Foundlation of Americal]

The Citizens' Scholarship Foundation of America will double the number of
students that are provided with scholarships ta(80,000)increase (from approximately
$40 million to $85 million) the scholarship resources distributed to students annually

by 70 percept; triple the number of students recejving mentoring, academic support,
and volunteers supporting them; and will create more than five times the number of
(Scholar Shopslby the year 2000 to motivate and prepare students for post-secondary
education in safe and exiting learning environments.

tevdustive  The Semmit Do Mubse  Ameden’s Sokatbeas  Digital Betgbborhoed I the Yewis
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™ DOLLARS for
SCHOLARS

Dollars for Scholars is a national network of more than 775 community-based scholarship foundations in 40 states. Last
year, Dollars for Scholars chapters raised over $24.0 million and provided financial assistance to more than 18,000
students. In just the last five years, the number of local chapters and individual scholarship recipients has more than
doubled!

What's Unique About Dollars for Scholars?

| Dollars for'Scholarschapters enjoy-broad-participation and support.from-local.communities; provide
academic support-afid-hélpstiidents pay fot college. These grassroots foundations send a strong message to
young people in their community: " We believe in you. We have high expectations of you. And we're willing
to help you succeed!"

What Else Does Dollars for Scholars Offer?

_ Dollars for Scholars offers a ready-made program to mobilize volunteers, raise money, and award
«| scholarships. It provides immediate nonprofit status, as well as staff assistance, newsletters and a
comprehensive guidebook covering all aspects of local chapter operations and fundraising.

As an added benefit, all Dollars for Scholars recipients have access to a national network of more than 280
Collegiate Partners that pledge to maximize the benefits of Dollars for Scholars awards. Many of these
schools also match Dollars for Scholars awards.

Can Dollars for Scholars Benefit A Community That Already Has A Scholarship

= Program?
Yes! Dollars for Scholars can be an umbrella organization to coordinate the awarding of both new and
existing scholarships within a community. Dollars for Scholars offers broader visibility, proven promotional
and fund-raising advice and access to more than 300 Collegiate Partners.

E

Home

[Home]...[About Us]...[People Are Saying]...[ What's New]...[Contact Information]

Dollars for Scholars is a program of the Citizen's Scholarship Foundation ® of America;
© Dollars for Scholars 1996, all rights reserved

Pages created by Maguire/Maguire, Inc., Hosted by Seagull Technology, Inc.
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More Than A Scholarship Program
Shawano Dollars for Scholars "Plants The Seeds" for Learning
From the East Coast to the West Coast, Dollars for Scholars Chapters Work With Their Local Post Offices

Scholars: ""More than a scholarship program".
elsen, President, CSFA

For over thirty-five years, the founder of Citizens' Scholarship Foundation of America, Dr. Irving Fradkin, has stressed that
Dollars for Scholars is "far more than a scholarship program"”, and he's right!

Putting scholarship money into the hands of deserving students to help them attend postsecondary educational institutions
of their choice is indeed of great significance. Yet the impact of mobilizing citizens to provide scholarships at the
community level goes far beyond dollars and cents consideration. Dollars for Scholars is a powerful, visible program that:

O connects caring adults directly with their local youth

O challenges young people to stay in school and pursue postsecondary education

O sends a strong message to local students that raises educational expectations for them

O mobilizes volunteers to take seriously their responsibilities as caring citizens

O brings together people from various racial and ethnic groups for the purpose of helping young people
O creates a strong sense of community pride

In recent years, many Dollars for Scholars chapters have become even more explicit in providing "more than scholarships”.
They have undertaken specific, much-needed academic support programs to help students improve school performance and
prepare for colleges, universities, vocational, and technical schools. Academic support committees have established effective
tutoring or mentoring programs, set up workshops for parents and sudents concerning college preparation, or worked with
nearby colleges on special orientation and training programs. A few have utilized the special resources of CSFA's new
ScholarShop program to motivate and prepare students to enter and succeed in college.

Indeed, Dollars for Scholars is "more than a scholarship program”.
--—-end article--[BACK TO TOP]

Shawano Dollars for Scholars ""Plants The Seeds' for Learning

Everyone knows the tale of Johnny Appleseed. He was the pioneer who planted seeds across the country to promote the
growth of apple trees. The Shawano (WI) Dollars for Scholars chapter is using their Johnny Appleseed Scholarship
Program to promote the growth of learning among fifth grade students in their community. Although not your typical
"merit" or "need-based" scholarship, the Jonny Appleseed scholarships provide transportation and expenses for a field
trip to a nearby technical college and university. These scholarships offer an opportunity for every fifth grade student in
Shawano to see what life is like on a college campus. Students from five middle schools in Shawano all attend these
"College Days", thanks to the local Dollars for Scholars chapter and the Johnny Appleseed program.

e
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According to Bill Prijic, principal at the participating Lincoln Middle School, "Visiting the schools gets the students

09/22/97 14:17:04
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starting to talk about what they want to be. It helps them think about other types of careers -- in addition to the ones they
have grown up thinking about, such as a policeman, teacher, fireman, or the careers their parents are in."

During the visit, students attend classes, visit student dorms, check out the library, explore the student union, and other
campus facilities. The tours are given by college students and teachers.

"On every trip," said Prijic, "the fifth graders see someone from Shawano on campus who is attending school. Seeing
someone they know reinforces the idea of education beyond high school.”

"College Days is a great opportunity for the students to see what is available to them after graduating from high school,"
said Joanne Edwards, a teacher at Lincoln. Edwards, who likes the many career options students witness at "College Days,"
continued. "Not only are students able to compare a four-year campus to a technical school, but also the many careers that
each institution prepares them for."

"College Days" is just one of several academic support programs provided by the Shawano Dollars for Scholars chapter.

The chapter also recognizes students in grades 1-8 whose performance or attitude has improved significantly during a
quarter. Each student receives a certificate and letter at home from the Dollars for Scholars chapter. The local newspaper
publishes the names of all recipients.

"This 'improvement' certificate has generated the most positive feedback of the chapter's activitie's" said Ed Grys, past
president of Shawano Dollars for Scholars. "Parents of the recipients always express their appreciation. They thank the
chapter for the positive reinforcement given to their child. These children are making an effort to improve in school and are
thrilled when they receive this extra recognition.”

To help high school students think about ""life after school," the Dollars for Scholars chapter sends a "Parent's Guide to
Career Development" to every parent of a Shawano High School 10th grade student.

*Dollars for Scholars hopes to help the student, and the whole family, start to make education after high school a priority,"
said Grys. "The information can stimulate family discussions about education and life beyond high school."

In addition to helping students of all ages prepare for postsecondary education, the chapter also provides scholarships to
local graduating seniors. The rapid growth of Dollars for Scholars in Shawano is due to the value the community puts on
education, according to Grys. "Our townspeople have a genuine interest in our young people, and they want our students to
have the opportunity to go on to higher education,” said Grys. "It is the chapter's goal to give a scholarship to every student
who applies. Presently, we are able to fund about 40 % of the applicants."

---end article--[BACK TO TOP|

From the East Coast to the West Coast, Dollars for Scholars Chapters Work With Their Local
Post Offices

Commemorative stamp
cancellation events

highlight the partnership
between Dollars for Scholars
and the United States

Postal Service (USPS).

USPS is a national sponsor and
the "Official Carrier"

for Dollars for Scholars.

One event, hosted by the University of San Diego, the newest Collegiate Partner in California, brought USPS employees,
San Diego County education leaders, and other friends of Dollars for Scholars together. They gathered on campus to hear
guest speakers and witness the commemorative stamp cancellation. The event was underwritten by Mission Federal Credit
Union and Pepsi-Cola.

According to Dr. Rudy Castruita, County Superintendent of Schools and a long-time supporter of Dollars for Scholars, the
event, "helped celebrate the United States Postal Service's support for education through their partnership with Dollars for

09/22/97 14:21:53



What's New at Dollars for Scholars http:/Mwww.dollars4scholars.orgiwhatsnew.htmb#1

Scholars.” Dr. Castruita added that the event will recognize the hundreds of volunteers who participate in the San Diego
area's Dollars for Scholars chapters as well as the involvement of USPS employees to encourage and motivate students to

succeed.

In Los Angeles, the post office held a celebration of the partnership between their local employees and Los Angeles area
Dollars for Scholars chapters. The event included student testimonials on the meaning that Dollars for Scholars awards
have had for them, as well as the commemorative stamp cancellation. Emphasis was on future collaborative efforts that will
benefit communities and youth in the Los Angeles area.

The Somerset (MA) Dollars for Scholars chapter held a cancellation event in conjunction with their local post office, an
event which succeeded in raising the visibility of Dollars for Scholars as well as raising funds for local scholarships. "We
had the cancellation event at a local bank," said Kevin Garganta, co-president of the chapter. The postrnaster came and did
the cancellations right there and then chapter volunteers sold the envelopes throughout the day."

Another example of Dollars for Scholars chapters working with their local post office occurred in Elkhart, IN. The Elkhart
Memorial Dollars for Scholars chapter and the Elkhart Central High School Dollars for Scholars chapter took the
opportunity to work together with their post office as a way to add funds to their scholarship programs.

---end article--{BACK TO TOP]
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How do I start a Dollars for Scholars chapter?

Good question! We welcome your initiative and would love to have you join us. To avoid duplication of effort, our national
web site (link) has particulars on that subject. If you want to browse here a while to get the flavor of what our chapters are
up to, visit our Discussion Group.

Back to Top

How can I apply for scholarship aid?

Each Dollars for Scholars affiliate offers financial support to students from one or more schools in their area. You generally
must live in the area covered by a chapter to apply for one of their scholarships. To find a chapter near you, go to the
Chapter Info page and click on the state you are interested in. A list of chapters will be presented. Because names and
phone numbers change frequently, you may contact us for the latest chapter information. Local chapter officials will be able
to give specifics on their application requirements.

Back to Top
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Who is available to answer my questions?

Depends on the question. Regional operations questions should be directed to the regional staff. Questions related to chapter
operations can be handled by regional staff or individual chapter officials. Answers to specific problems may be obtained by
posting messages in the Discussion Group.

Back to Top

What benefits are provided to local chapters by the regional organization?

Affiliation with CSFA provides access to a growing national network of community scholarship foundations. As an affiliate,
your chapter will receive:

0O Use of CSFA tax rulings, which includes automatic (501)(c)(3) tax-exempt; 170(b)(1)(A)(vi) public supported; and
-509(a) not private foundation status as defined in the Internal Revenue Service Code.

O The right to use CSFA's registered trade name Dollars for Scholars in the promotion of your scholarship foundation.

O A copy of Master Manager, a complete manual for successful chapter operation based on more than three decades of
CSFA's experience.

O Dollars for Scholars Treasurer's Journal including income and expense sheets with complete instructions for use by
chapters.

O Dollars for Scholars News, a newsletter containing information and ideas from successful scholarship foundations
across the country.

O Periodic mailings from CSFA on issues affecting community scholarships.

O Access to CSFA's professional staff (regional and national) to assist with individual program needs. Immediate
assistance and advice by calling the New England regional office at 1-800-335-4360 or by calling CSFA's national
Dollars for Scholars office at 1-800-248-8080.

O The opportunity to participate in volunteer training workshops.

O The opportunity to participate in regional workshops, gatherings and the Dollars for Scholars National Conference.

Affiliation with CSFA provides opportunities for additional scholarships:

O Grants from CSFA's Collegiate Partners that have agreed to match local Dollars for Scholars awards.
0O National competition for $500 scholarships through CSFA's Community Volunteer Service Awards open to students
with volunteer experience who are selected by the chapter to apply.

Back to Top

What are the chapter reporting deadlines?

This may be somewhat confusing to chapter volunteers, but we have answers in Chapter Reporting or check out the
Calendar.

Back to Top

Do officers of the chapter have to be bonded?

You bet. It is now a requirement of the national Dollars for Scholars organization that officers must be bonded. You are
encouraged to contact local area brokers where you may find the best deal.

Back to Top
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What are Collegiate Partners?

Collegiate Partners are colleges, universities and other accredited post-secondary institutions that demonstrate their
commitment to the development of private sector student aid by supporting the mission of CSFA and its volunteer-operated
Dollars for Scholars community scholarship foundations. All Collegiate Partner institutions have made commitments that
CSFA-related scholarships will be used first to fill any unmet need remaining after the institutions initial financial aid
package has been calculated. Institutions further agree that the first $1,000 in CSFA-related scholarships will not be used to
reduce institutional grant assistance. You may wish to view an extract of the Collegiate Partner Directory.

Back to Top

What are Matching Partners?

Matching Partners are institutions already enrolled in the Collegiate Partners program that make further commitments to
students by agreeing to match scholarship awards coming to their campuses from Dollars for Scholars community
scholarship foundations and other CSFA-managed corporate scholarship programs. These matching funds represent
resources dedicated exclusively for this purpose and do not replace previously awarded institutional grants.

Back to Top

How do colleges treat scholarship aid?
THE FINANCIAL AID PROCESS
L. WHAT IS NEED?

SCHOOL COST: $20,000
EXPECTED FAMILY CONTRIBUTION: $10,000
NEED: $10,000

It is important to remember that scholarship awards are always applied to "need" and do not change the Expected Family
Contribution amount determined by the FAFSA federal form or the individual institution.

IL WHAT COLLEGES DO WITH NEED:

CASE A: FULL FUNDING CASE B: PARTIAL FUNDING
COLLEGE GRANT $4,000 COLLEGE GRANT $2,500
STUDENT LOAN $4,000 STUDENT LOAN $4,000
WORK STUDY $2,000 WORK STUDY $2,000
TOTAL PACKAGE $10,000 TOTAL PACKAGE $8,500
NEED $10,000 NEED $10,000
UNMET NEED $0 UNMET NEED $1,500

III. YOUR DOLLARS FOR SCHOLARS AWARD:

A. By law, the college must include outside aid resources, such as Dollars for Scholars awards, in their
_calculation. Thus, in Case A, your award will provide the student with aid in excess of the $ 10,000 in
demonstrated need. Therefore, your award will result in some adjustments of the original $10,000 package.

B. In Case B, your award of up to $1,500 may go toward the student's remaining need, meaning that no

adjustment will be made in the $8,500 package offered by the college, depending on the school's policy
regarding treatment of outside awards.

09/22/97 16:03:29
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IV. COLLEGE AWARD ADJUSTMENTS:

http:/fwww.dollarsforscholarsne.org/dfsfaq.htm

The issue with college aid "adjustments” is not whether they will be made, but from where in the financial aid package they

will be made. Let' see what would happen to a $1,000 Dollars for Scholars award at three Case A institutions:

Scenario 1: Self-Help Adjustment

Original Package

Grant
Loan
Work
Total

Scenario 2: Grant Adjustment

Original Package

Grant
Loan
Work
Total

Scenario 3: Split Adjustment

Original Package

Grant
Loan
Work
Total

V. Understanding the System:

$4,000
$4,000
$2,000
$10,000

$4,000
$4.000
$2,000
$10,000

$4,000
$4,000
$2,000
$10,000

becomes

becomes

becomes
becomes

Adjusted Package
Grant

Loan

Work

D/S Award

Total

Adjusted Package
Grant

Loan

Work

D/S Award

Total

Adjusted Package
Grant

Loan

Work

D/S Award

Total

$4,000
$3,000
$2,000
$1,000
$10,000

$3,000
$4,000
$2,000
$1,000
$10,000

$3,750
$3,250
$2,000
$1,000
$10,000

Scenario I will offer the best result for both the chapter and the award winner. The student will graduate with $ 1,000 less
debt. RECOMMENDATION: Make the full award.

Scenario 2 benefits the college by reducing its commitment of institutional resources to the student. The chapter's award
will, in effect, be funding the college's financial aid budget. RECOMMENDATION: Do not make an award. Consider an

*honor" award for books of less than $200.

Scenario 3 reflects the policy of many institutions that have outside aid thresholds. In the example, the first $500 in outside
aid will result in a loan adjustment. Any outside aid amount in excess of $500 will result in a 50/50 reduction of college
grants and loans. RECOMMENDATION: Limit award to the outside aid threshold level set by the college to avoid college

grant reductions.

Back to Top

How do Collegiate Partners treat scholarships our chapters provide to students?

L Special Help from Our Collegiate Partners:

40of5
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A. All of our Collegiate Partners have agreed that the Dollars for Scholars awards will be used to fill any
unmet need remaining after the financial aid package has been calculated. When unmet need no longer
exists, Dollars for Scholars awards up to $1,000 will be used to adjust the self-help portion of the package,
not grant aid (see Scenario I above).

B. About one third of our Collegiate Partners have gone a step further. They will match Dollars for Scholars
awards, over and above what they previously committed to the student. Each Matching Partner sets limits on
the amount of matching funds that it will provide to an individual student. Consult your Collegiate Partner
Directory for details. No college can provide matching funds to a student whose need has already been
fully met. That's why, generally, you'll only see schools with policies like those in CASE B above
enrolled as Matching Partners.

IL Announcing Grants to Collegiate Partners:

A. Make your check out jointly to the college and the student. Making the check out to just one party will
make it impossible for the financial aid office to track the grant.

B. For Collegiate Partners that do not match grants, send a cover letter with the check indicating that your
chapter is a Dollars for Scholars affiliate. You may adapt the sample letter in the Master Manager or request
a copy of this letter from the regional office.

C. For Matching Partners, complete the Matching Award Request Form and send it to the college as soon as
your awards committee has decided on a grant. IMPORTANT: If your chapter does not issue checks for its
scholarships until late summer or the beginning of the second semester, you should send the Request Form to
the college as soon as possible. Don't wait until you issue the check, or the matching funds set aside by the
school may no longer be available!

II1. For More Information...

A. To find out if a college meets 100% of need: Peterson's guides publishes an annual survey of financial aid
policies of every accredited 4-year institution in the nation called Paying Less for College. For 2-year
colleges, call the financial aid office directly or ask the student for a copy of his/her financial aid award
letter.

‘B. To find out if a school is enrolled in the Collegiate Partners Program consult your Collegiate Partners
Directory. If you need a new copy, call the regional office at 800-335-4360.

C. To find out if schools not enrolled as Collegiate Partners will reduce their scholarships when you make an
award to one of their students, consult the Wakefield Report (available from the regional office) or call the
school's financial aid office directly.

Back to Top
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Francine_Picoult @ ed.gov
09/24/97 11:31:00 PM

Record Type: Record

To: William R. Kincaid

cc:
Subject: Re: Dollars for Scholars

Bill,

Please see my response below. I'll let you know if | find out anything
else.

Francine

Forward Header

Subject: Re: Dollars for Scholars
Author: Maureen McLaughlin at WDCAO1
Date: 9/24/97 11:25 AM

Thanks. Please send this info to Bill but continue to see if you can get
anything else from Diana.

Reply Separator

Subject; Dollars for Scholars
Author: Francine Picoult at WDCAQ2
Date: 9/24/97 11.06 PM

Per Bill Kincaid's request, we research the program. In sum, here's
what we found out.

Dollars for Scholars (DFS) is the nation's largest network of
grassroots scholarship foundations, motivating and rewarding students
through community-based programs offering financial and academic
suppont. According to the DFS Wabsite, it is a national network of

more than 775 community-based scholarship foundations in 40 states and

has raised over 24M and provided financial assistance to more than
18,000 students.

The 1997 CFC Catalog reports that only 5.6% of DFS's total revenue was
used for fundraising and administrative costs, which is good because
it is well below the 25% CFC eligibility level.

The Website is basically a PR document providing specific examples of



DFS programs across the country, if Bill is interested the site is
http//www.dollars4scholars.org/

I have not heard back from Diana Phillips yet. She may know more about
the organization.



Francine_Picoult @ ed.gov
09/26/97 01:13:00 AM

Record Type: Record

To: William R. Kincaid

cc:
Subject: Re[2]: Dollars for Scholars

Bill,
Some additional information from ED staff re: Dollars for Scholars.

Francine

Forward Header

Subject: Re[2]: Dollars for Scholars
Author: Diana Phillips at WDCBO1
Date: 9/25/97 11:59 AM

Phil, am copying the names | see to make this quick. Sorry, was on

travel. Here comes info. from the 1997 Directory of Dollars for

Scholars, Collegiate Partners. Your webpage info is slightly updated,

and you described DFS, but | think you may be looking for how the DFS
COLLEGIATE PARTNERS works: Here's that info: Remember FIRST that (and
most of this is quoted material):

1. Dollars for Scholars is what you call a "last dollars"
organization: it "fills any unmet student need remaining after the
institution's financial aid package has been calculated". [That's what
distinguishes it from other types of scholarships.]

2. DFS defers to the institution's formula for determining student
need.

3. When unmet need no longer exists, DFS scholarships of up to $1,000
will be used to adjust the self-help portion of a student's financial

aid package. DFS prefers that loans be reduced before work-study
grants. However, if the self-help portion of a student's aid package

is not large enough to completely offset a DFS aware of up to $1,000,
DFS recognized the institution's right to make adjustments to its
institutional grant to the extent that the DFS award exceeds total
self-help.

4. When need is fully met, treatment of the portion of DFS
scholarships that exceed $1,000 will be at the institution's
discretion.



5. DFS Collegiate Partners also provide additional support in many
other ways, e.g., providing speakers for DFS workshops; hosting DFS
events on their campuses; supporting efforts to organize local DFS
chapters.

6. Matching partners are COLLEGIATE partners that make further
commitments to undergraduate students by agreeing to match scholarship
awards coming to their campuses from DFS chapters. (There's more info.
on matching partners.)

7. DFS is a program of Citizens' Scholarship Foundation of America
(CSFA), a national non-profit organization that also manages
scholarship programs sponsored by more than 570 (or greater now)
corporations, foundations, associations and individuals.

The National Headquarters is in St. Peter, MN. 1-800-248-8080. F:
(507) 931-9250.

Hope this is useful. As you can see it's for h.s. seniors -- although
it's helpful for students to be aware of the organization early. Diana

Reply Separator

Subject: Re: Dollars for Scholars
Author: Philip Schulz at wdca04
Date: 9/25/97 9:37 AM

*  Below is some background regarding my phone call of yesterday.

* Info i did not know when i called

* Evidently, the request for info came from Bill Kincaid of the DPC.

*  Asyou can see, any additional information is welcome

*  On an unrelated note. | was thinking last night that NASFAA might be
supportive of the financial aid awareness aspect of priority 3.
They're a fairly organized bunch and there are very many of them.

* thankz

Forward Header

Subject: Re: Dollars for Scholars
Author: Francine Picoult at WDCAQ2
Date: 9/24/97 11:31 PM



Bill,

Please see my response below. I'll let you know if | find out anything
else.

Francine

Forward Header

Subject: Re: Dollars for Scholars
Author: Maureen McLaughlin at WDCAO1
Date: 9/24/97 11:25 AM

Thanks. Please send this info to Bill but continue to see if you can get
anything else from Diana.

Reply Separator

Subject: Dollars for Scholars
Author: Francine Picoult at WDCAQ02
Date: 9/24/97 11:06 PM

Per Bill Kincaid's request, we research the program. In sum, here's
what we found out.

Dollars for Scholars (DFS) is the nation's largest network of
grassroots scholarship foundations, motivating and rewarding students
through community-based programs offering financial and academic
support. According to the DFS Website, it is a national network of

more than 775 community-based scholarship foundations in 40 states and

has raised over 24M and provided financial assistance to more than
18,000 students.

The 1997 CFC Catalog reports that only 5.6% of DFS's total revenue was
used for fundraising and administrative costs, which is good because
it is well below the 25% CFC eligibility level.

The Website is basically a PR document providing specific examples of
DFS programs across the country, if Bill is interested the site is
http//www.dollars4scholars.org/

I have not heard back from Diana Phillips yet. She may know more about
the organization.



